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ANNUAL REPORT ON FORM 10-K
PART |

ITEM 1. BUSINESS

General

HNI Corporation (the “Corporation”, “we”, “us” ordur”) is an lowa corporation incorporated in 1944. ThepOration is a provider of offi
furniture and hearth products. A broad office fture product offering is sold to dealers, wholess| national office product distributors, end
user customers, and federal, state and local gments. Dealers, wholesalers and national offioelpets distributors are the largest char
based on sales. Hearth products include a fudlyaof gas, wood and pellet burning fireplaces, rissestoves, facings and accessories. 1
products are sold through a national system ofedgalnd distributors, as well as Corporatimmed distribution and retail outlets. In fis
2014 , the Corporation had net sales of $2.2 hilliof which approximately $1.7 billion or 78¥as attributable to office furniture products
$0.5 billion or 22%was attributable to hearth products. Please tef€@perating Segment Information in the Notes tm$2didated Financi
Statements for further information about operaagments.

The Corporation is organized into a corporate headgrs and operating units with offices, manufaetuplants, distribution centers and s
showrooms in the United States, Canada, China, Hamg, India and Taiwan. See ltem 2."Properties afdditional related discussion.

Nine operating units, marketing under various braaches, participate in the office furniture indystihese operating units include: The H
Company LLC ("HON"), Allsteel Inc., Maxon Furnitutac., The Gunlocke Company L.L.C., Paoli LLC, Hicik Business Furniture, LL
(“HBF"), Artco-Bell Corporation. ("Artcobell"), HNIHong Kong Limited (“Lamex”)and BP Ergo Limited ("BP Ergo"). Each of th
operating units provides products which are sotdugh various channels of distribution and segmehtse industry. HNI International Ir
(“HNI International”) sells office furniture prodte manufactured by the Corporatisroperating units in select markets outside thedd
States and Canada.

The Corporation distributes its office furnitureogucts through an extensive network of independéide furniture dealers, office produ
dealers, wholesalers and retailers. The Corpardgia supplier of office furniture to the largestionwide distributors of office products.

The operating unit Hearth & Home Technologies LLEldarth & Home”) participates in the hearth products industry. Tégil an
distribution brand for this operating unit is Fides Hearth & Home.

During fiscal 2014, the Corporation completed thguasition of Vermont Castings Group ("VCG"), adéay manufacturer of free-standing
hearth stoves and fireplaces, for a purchase pfiapproximately $62 million.

The Corporation has been committed to systematietithinating waste through its process improvenaagroach known as Rapid Continu
Improvement (“RCI”),which focuses on stngreamlining design, manufaetuand administrative processes. The CorporatR@kprogran
has contributed to increased productivity, lowestspimproved product quality and enhanced workpkafety. In addition, the Corporatic
RCI efforts enable it to offer short average laates, from receipt of order to delivery and insgtdin, for most products.

The Corporation's product development efforts anei$ed on developing and providing relevant andintiated solutions delivering qual
aesthetics and style.

An important element of the Corporation's success leen its membemwner culture, which has enabled it to attract,ell®y, retain an
motivate skilled, experienced and efficient memkees, employees). Each of the Corporation'sildiigmembers has the opportunity to «
stock in the Corporation through a number of stbaked plans, including a member stock purchasegrdra profitsharing retirement pla
which drives a unique level of commitment to the@wation’s success throughout the workforce.

For further financiakelated information with respect to acquisitionsyedtitures, operating segment information, restnicg and th
Corporation’s operations in general, refer to “ItémManagement’s Discussion and Analysis of Fireln€ondition and Results of Operations’
in Part Il of this report, and the following sect®oin the Notes to Consolidated Financial StatemeNature of Operations, Busin
Combinations and Operating Segment Information.
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Industry

According to the Business and Institutional Fumdtdanufacturer's Association (“BIFMA"WJ).S. office furniture industry shipments w
estimated to be $9.8 billion in 2014 , an increafs4% compared to 2013 , which was a 1% increasa 2012 levels.

The U.S. office furniture market consists of twinpary channels—the contract channel and the supgtigen channel. The contract char
has traditionally been characterized by sales fidefurniture and services to large corporatiqgrémarily for new office facilities, relocatio
or department or office redesigns, which are fregjyecustomized to meet specific client and desigoeeferences. Contract furniture
generally purchased through office furniture desalgho typically prepare a custotesigned office layout emphasizing image and desidre
selling process is complex and lengthy and genena$ several manufacturers competing for the gaojects.

The suppliegdriven channel of the market, in which the Corporais a leader, primarily represents smaller s ddroffice furniture purchas
by small/medium businesses on the basis of prigality, selection and speed and reliability of dety. Office products dealers, wholesa
and national office product distributors are themary distribution channels in this market chann@ffice furniture and products deal
publish content on the internet and periodic cgsidisplaying office furniture and products frontisas manufacturers.

The Corporation also competes in the hearth predadustry, where it is a market leader. Heartidpcts are typically purchased by builc
during the construction of new homes and homeowdergg the renovation of existing homes. Bothetymf purchases involve seasoni
with remodel/retrofit activity being concentratem the September to December tifn@ne. Distribution is primarily through indepemt
dealers, who may buy direct from the manufacturdram an intermediate distributor.

Growth Strategy

The Corporation's strategy is to build on its gositas a leading manufacturer of office furnitured dnearth products in North America |
pursue select global markets where opportunitiést &x create shareholder value. The componentsi®fyrowth strategy are to introduce 1
products, build brand equity, provide outstandiogtomer satisfaction by focusing on the eisé+, strengthen the distribution network, res)
to global competition, pursue complementary stiatagquisitions, enter markets not currently serared continually reduce costs.

The Corporatiors strategy has a dual focus: working continuouslyextract new growth from its core markets whitkeritifying an
developing new, adjacent potential areas of growiihe Corporation focuses on extracting new grdfindm each of its existing businesse:
deepening its understanding of emgkrs, using new insights gained to refine brandetiing and marketing and developing new prodta
serve them better. The Corporation also pursupsrgymities in potential growth drivers relatedtscore business, such as vertical marke
new distribution models.

Employees/Members

As of January 3, 2015 , the Corporation employepr@pmately 11,000 persons, 10,400 of whom werétfde and 600 of whom we
temporary personnel. The Corporation believeliisr relations are good.

Products and Solutions
Office Furniture

The Corporation designs, manufactures and marketead range of office furniture systems and sgadicross a range of price points.
Corporation's portfolio includes panedsed and freestanding furniture systems and congpi&ry products such as seating, storage ands:
The Corporation offers a complete line of officenebsystem products and freestanding desks, classsolutions, bookshelves and crede
in order to meet the needs of a wide spectrum gémizations. The Corporation offers a variety afrage options designed either tc
integrated into the Corporation's office systemmlpcts or to function as freestanding furnitureffice applications. The Corporation's sea
line includes chairs designed for all types ofadfivork. The chairs are available in a varietyrame colors, coverings and a wide rang
price points.

To meet the demands of various markets, the Cadiipats products are sold under the Corporatiorémdis — HON®, Allsteel®, Maxon®,
Gunlocke®, Paoli®, HBF®, artcobel™, Midwest Folding Product®', American Desk", basyx® by HON, Lamex¥and ERGC, as well a
private labels.

-5-




Table of Contents

Hearth Products

The Corporation is North Americalargest manufacturer and marketer of prefabrictiteplaces, hearth stoves and related produdtsaply
for the home, which it sells under its widely recizgd Heatilatof , Heat & Glo®, Majestic®, Monesser?, Quadra-Firé¢®, Harman Stové“,
Vermont Casting8and PelPrd" brand names.

The Corporatiors line of hearth products includes a full array gafs, wood and pellet burning fireplaces, insertsyes, facings ar
accessories. Heatilatr Heat & Glo®, Majestic® and Monessefiare brand leaders in the two largest segmentsedfitime fireplace mark:
gas and wood fireplaces. The Corporation is thdde in “direct vent” fireplaces, which replace themneyventing system used in traditio
fireplaces with a less expensive vent through 4w or an outer wall. In addition, the Corporatisnthe leader in wood and pelletining
stoves and furnaces with its Quadra-FireHarman Stové™ ,Vermont Casting€ and PelPrd™ product lines which provide home hea
solutions using renewable fuels. See “IntellecRralperty” under Item 1. "Business" for additiodetails.

Manufacturing

The Corporation manufactures office furniture ino@ga, Indiana, lowa, New York, North Carolina, Bsx China and India. The Corpora
manufactures hearth products in lowa, Kentucky yiéard, Minnesota, Pennsylvania, Vermont and Waghing

The Corporation purchases raw materials and conmgerfeom a variety of suppliers, and generally mitsins are available from multif
sources. Major raw materials and components imchall steel, aluminum, zinc, castings, lumber,aeesn particleboard, fabric, paint, lacq
hardware, glass, plastic products and shippingnart

Since its inception, the Corporation has focusedmaking its manufacturing facilities and processewe flexible while at the same tii
reducing cost, eliminating waste and improving piidquality. The Corporation applies the principlef RCI and a lean manufactur
philosophy leveraging the creativity of its membé#oseliminate and reduce costs. To achieve fléigband attain efficiency goals, t
Corporation has adopted a variety of productiorhrigques, including cellular manufacturing, focuskedtories, just-irime inventon
management, value engineering, business simpldicand 80/20 principles. The application of R@shincreased productivity by reduc
setup and processing times, square footage, inve¢wals, product costs and delivery times, whileioying quality and enhancing mem
safety. The Corporation's RCI process involvesdpetion and administrative employees, managemeamtomers and suppliers. 1
Corporation has facilitators, coaches and constsltatedicated to the RCI process and strives to \evall members in the R
process. Manufacturing also plays a key role ex@orporation's concurrent product developmentge®dn order to design new products
ease of manufacturability.

Product Development

The Corporation's product development efforts amnarily focused on developing relevant and difféiated endiser solutions focused
quality, aesthetics, style, sustainable design @mdreducing manufacturing costs. The Corporatiooomplishes this through improvi
existing products, extending product lines andfpiats, applying ergonomic research, improving mantifring processes, applying alterne
materials and providing engineering support anthitig to its operating units. The Corporation cocits its product development effort:
both the corporate and operating unit level. TloepGration invested approximately $29.7 million2,7$3 million and $26.9 milliorn produc
development during fiscal 2014 , 2013 and 2012peetively.

Intellectual Property

As of January 3, 2015 the Corporation owned 273 U.S. and 267 foreigtenqta with expiration dates through 2039 and haaliegtions
pending for 26 U.S. and 67 foreign patents. Initaalg the Corporation holds 200 U.S. and 485 fgmetrademark registrations and
applications pending for 20 U.S. and 13 foreigdéraarks.

The Corporation's principal office furniture protsido not require frequent technical changes. twporation believes neither any individ
office furniture patent nor the Corporation's dffitirniture patents in the aggregate are materitde Corporation's business as a whole.

The Corporatiors patents covering its hearth products protecbuartechnical innovations. While the acquisitidrpatents reflects Hearth

Home’s position in the market as an innovation leadbe €orporation believes neither any individual tegroduct patent nor t
Corporation’s hearth product patents in the agdgeegee material to the Corporation’s businesswakdale.
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The Corporation applies for patent protection wheelieves the expense of doing so is justifiew the Corporation believes the duratio
its registered patents is adequate to protect thights. The Corporation also pays royalties intaia instances for the use of patent:
products and processes owned by others.

The Corporation applies for trademark protectiontiaands and products when it believes the expehdeing so is justified. The Corporat
actively protects trademarks it believes have §icanit value. The Corporation believes neitherltdss of any individual trademark nor the |
of the Corporation's trademarks in the aggregateldvmaterially adversely affect the Corporationsibess as a whole, except for HNI, H
and Allsteel.

Sales and Distribution: Customers

The Corporation sells its office furniture produttisough five principal distribution channels. Tiirst channel consisting of independent, i
office furniture and office products dealers, spézes in the sale of a broad range of office fuma and office furniture systems to busin
government, education and health care entities.

The second distribution channel comprises natioffade product distributors including Staples, laad Office Depot, Inc. which have rece
announced a planned merger. These distributokrduselture along with office supplies through atioaal network of dealerships and si
offices, which assist their customers with the aatibn of office space requirements, systems lagadtproduct selection and design and ¢
solution services provided by professional desigindihese distributors also sell through on-ling eatail office products stores.

The third distribution channel is where the Corpiorahas the lead selling relationship with the-esdr.

The fourth distribution channel comprises wholesakerving as distributors of the Corporation'sdpiats to independent dealers and nat
office products distributors. The Corporation setl the nation's largest office supply/furniturbalesalers, United Stationers Supply Co.
S.P. Richards Company. Wholesalers maintain irorgraf standard product lines for resale to théoter dealers and national office prodi
distributors. They also special order productsnfrthe Corporation in customselected models and colors. The Corporation's edadér
maintain warehouse locations throughout the Un8&ates, which enables the Corporation to makerddyzts available for rapid delivery
resellers anywhere in the country.

The fifth distribution channel comprises directesadf the Corporation's products to federal, statelocal government offices.

The Corporation's office furniture sales force dstssof regional sales managers, salespersons iamd bf independent manufactur
representatives who collectively provide natiorses coverage. Sales managers and salespersarmngsensated by a combination of sé
and variable performance compensation.

Office products dealers, national wholesalers attbnal office product distributors market theiogucts over the Internet and through cate
published periodically. These catalogs are digtet to existing and potential customers.

The Corporation also makes export sales through IHiérnational to office furniture dealers and wdgale distributors serving select fore
markets. Distributors are principally located lire tMiddle East, Mexico, Latin America and the Cheéan. Through Lamex and BP Ergo,
Corporation manufactures and distributes officaniture directly to endssers and through independent dealers and disiribut China, Indi
and the rest of Asia.

Limited quantities of select finished goods invei@® primarily built to order and awaiting shipmearte at the Corporation's princi
manufacturing plants and at its various distributienters.

Hearth & Home sells its fireplace and stove prosiubtough dealers, distributors and Corporatemed distribution and retail outlets. ~
Corporation has a field sales organization of negigales managers, salespersons and firms oféendept manufacturers' representatives.

In fiscal 2014, the Corporation's five largest customers represeapproximately 21% of its consolidated net saMs single custom
accounted for 10% or more of the Corporation’s otidated net sales in fiscal 2014The substantial purchasing power exercised e
customers may adversely affect the prices at wiiehCorporation can successfully offer its products

The above percentages do not include revenue feoious government agencies. In aggregate, engitieshasing under the Corporation's |
General Services Administration contracts colledtivaccounted for approximately 2% of the Corpawr@s consolidated net sales.
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As of January 3, 2015the Corporation had an order backlog of approtémge$192.4 million, which will be filled in the dmary course ¢
business within the first few months of the fisgabr. This compares with $163.5 million as of Daber 28, 2013 Backlog, in terms «
percentage of net sales, was 8.7% and 7.9% fal f&14 and 2013 , respectively. The Corporaigmbducts are typically manufactured
shipped within a few weeks following receipt of erd The dollar amount of the Corporatisrorder backlog is, therefore, not considere
management to be a leading indicator of the Cotjmora expected sales in any particular fiscal peri

Competition

The Corporation is a leading global office furngunanufacturer and believes it is the largest pievof furniture to small- and mediusizec
workplaces. The Corporation is North America'gémt manufacturer and marketer of fireplaces.

The office furniture industry is highly competitivavith a significant number of competitors offerisgmilar products. The Corporati
competes by emphasizing its ability to deliver ceifipg value products, solutions and a high levéltailored customer service. T
Corporation competes with large office furniturematacturers, which cover a substantial portionhef North America market share in
contracteriented office furniture market, such as Steeldsmse, Haworth, Inc., Herman Miller, Inc. and Knolhc. The Corporation al
competes with a number of other office furniturenofacturers, including The Global Group (a Canadi@ampany), Kimball International, In
Krueger International Inc. (Kl), Virco Mfg. Corpdran and Teknion Corporation (a Canadian compaag)well as global importers. T
Corporation faces significant price competitiomfrds competitors and may encounter competitiomfreew market entrants.

Hearth products, consisting of prefabricated fiaeps and related products, are manufactured by nabew of national and regiot
competitors. The Corporation competes primarilgiast a broad range of manufacturers, including/isrindustries Inc., Comvest Partr
(Innovative Hearth Products), Wolf Steel Ltd. (NEgmm) and FPI Fireplace Products International (fRégency).

Both office furniture and hearth products competehe basis of performance, quality, price, congplatid ortime delivery to the customer &
customer service and support. The Corporatiorebedi it competes principally by providing compgjlivalue products designed to be arr
the best in their price range for product qualitgl performance, superior customer service and #adtimes. This is made possible, in p
by the Corporation's ogeing investment in brands, product developmerdhlii efficient and low cost manufacturing operatioand a
extensive distribution network.

For further discussion of the Corporation's contpetisituation, refer toltem 7. Management's Discussion and Analysis o&féral Conditio
and Results of Operations” later in this report.

Effects of Inflation

Certain business costs may, from time to time,dase at a rate exceeding the general rate ofimflahe Corporatios’ objective is to offs
the effect of normal inflation on its costs prinhathrough productivity increases in combinatiorthweertain adjustments to the selling pric
its products as competitive market and general @oinconditions permit.

Investments are routinely made in modernizing glaatjuipment, information technology capabilitiesl &CI programs. These investm
collectively focus on business simplification andrieasing productivity which helps to offset théef of rising material and labor costs.
Corporation also routinely employs ongoing costtaandisciplines. In addition, the last-in, firstit ("LIFO") valuation method is used
most of the Corporation's inventories, which enswiganging material and labor costs are recogrizegported income and, more importar
these costs are recognized in pricing decisions.

Environmental

The Corporation is subject to a variety of enviremtal laws and regulations governing the use ofen@a$ and substances in products
management of wastes resulting from use of cent@terial and the remediation of contamination assed with releases of hazard
substances used in the past. Although the Coiiparhtlieves it is in material compliance with aflthe various regulations applicable tc
business, there can be no assurance requiremdhtsotvchange in the future or the Corporation widlt incur material costs to comply w
such regulations. The Corporation has trainedf stafponsible for monitoring compliance with enwvincental, health and saf
requirements. The Corporation’s environmental fstedrks with responsible personnel at each manufagj facility, the Corporatios’
environmental legal counsel and consultants onrtheagement of environmental, health and safetyesssiihe Corporatios’environmenti
objective is to reduce and, when practical, elidérthe human and ecosystem impacts of materialsramiifacturing processes.
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The Corporation’s environmental management systam darned the recognition of numerous state anerdedgencies as well as non
government organizations. Aligning continuous ioy@ment initiatives with the Corporati@énvironmental objectives creates a model ¢
triple bottom line of sustainable development wherembers work toward shared goals of personal dgroetonomic reward and a hea
environment for the future.

Over the past several years, the Corporation hpansled its environmental management system anblisbd metrics to influence prod
design and development, supplier and supply chaifopnance, energy and resource consumption aningects of its facilities. In additic
the Corporation is providing sustainability traigito senior decision makers and has assigned soto documenting and communicatin
progress to an increasingly knowledgeable markeegrating sustainable objectives into core bussneystems is consistent with

Corporation’s vision and ensures its commitmeritdimg a sustainable enterprise remains a priasityli members.

Compliance with federal, state and local environtakeregulations has not had a material effect am ¢hpital expenditures, earnings
competitive position of the Corporation to datéheTCorporation does not anticipate financially matecapital expenditures will be requil
during fiscal 2015 for environmental control faiids. It is managemestjudgment that compliance with current regulatishsuld not have
material effect on the Corporatienfinancial condition or results of operations. wéwer, there can be no assurance new environr
legislation, material science or technology in tirisa will not result in or require material cap&apenditures.

Business Development

The development of the Corporation's business dute fiscal years ended January 3, 2015 , Deceg&e2013 and December 29, 20%2
discussed in “Item 7. Management's Discussion amalysis of Financial Condition and Results of Ogiers”.

Available Information

Information regarding the Corporation’s annual p@n Form 10-K, quarterly reports on Form 10-Qrrent reports on Form B; and an'
amendments to these reports, will be made avajléfgle of charge, on the Corporation’s website wimhnicorp.com, as soon as reasons
practicable after the Corporation electronicalliedi such reports with or furnishes them to the Btes and Exchange Commission |
“SEC”). The Corporation’s information is also dehie from the SEG Public Reference room at 100 F Street, N.E., \ldg&in, D.C. 2054
or on the SEC website at www.sec.gov

Forward-Looking Statements

Statements in this report to the extent they atestaiements of historical or present fact, inaigdstatements as to plans, outlook, objec
and future financial performance, are “forward-loak statements, within the meaning of Section 27A & 8ecurities Act of 1933 a
Section 21E of the Securities Exchange Act of 188d are made pursuant to the safe harbor provisibtise Private Securities Litigati
Reform Act of 1995. Words, such as “anticipatédyélieve,” “could,” “confident,” “estimate,” “expegt“forecast,” “hope,” “intend,” “likely,”
“may,” “plan,” “possible,” “potential,” “predict,”“project,” “should,” “will,” “would” and variations of such words and similar expres
identify forward-looking statements.

" ou " ou " " ou

Forward-looking statements involve known and unknaigks and uncertainties, which may cause the @atjpn’s actual results in the futt

to differ materially from expected results. Thegnsignificant factors known to the Corporationttheay adversely affect the Corporatien’
business, operations, industries, financial pasito future financial performance are describedrlat this report under the headinigem 1A
Risk Factors.” The Corporation cautions readetsmplace undue reliance on any forw#wdking statement which speaks only as of the
made and to recognize forwalmbking statements are predictions of future raswithich may not occur as anticipated. Actual ltestoulc
differ materially from those anticipated in thevi@rd{ooking statements and from historical results ttuthe risks and uncertainties descr
elsewhere in this report, including under the hegditem 1A. Risk Factors,as well as others that the Corporation may consideraterial o
does not anticipate at this time. The risks anceurinties described in this report, includingsthainder the heading “Item 1A. Risk Factors.
are not exclusive and further information concegrtime Corporation, including factors that potemiabuld materially affect the Corporatian’
financial results or condition, may emerge fromdita time.

The Corporation assumes no obligation to updatenanor clarify forwardeoking statements, whether as a result of newrimétion, futur:

events or otherwise, except as required by appécialv. The Corporation advises you, however,dostlt any further disclosures made
related subjects in future quarterly reports omi-&0-Q and current reports on Form 8-K filed witfurnished to the SEC.
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ITEM 1A. RISK FACTORS

The following risk factors and other informatiorcinded in this report should be carefully considerf any of the following risks actua
occur, our business, operating results, cash fmvigmancial condition could be materially adveysaffected.

The existence of various unfavorable macroecon@nit industry factors, or deterioration of econonsianditions, for a prolonged peri
could adversely affect our business operating tesui financial condition.

Office furniture industry sales are impacted byasiety of macroeconomic factors including sengeetor employment levels, corporate prc
small business confidence, commercial constructind office vacancy rates. Industry factors, inatgdcorporate restructuring, technols
changes, corporate relocations, health and safetigerns, including ergonomic considerations, arel dglobalization of companies a
influence office furniture industry revenues. Désgconomic recovery in the United States, gengradlonomic conditions remain uncert
Service-sector employment has rebounded slowly mag not return to preecession levels, which could decrease demand doroftfice
furniture products and have adverse effects oroparating results.

Hearth products industry sales are impacted byriatyaof macroeconomic factors as well, includirapking starts, overall employment lev
interest rates, consumer confidence, energy cdisigpsable income and changing demographics. Indfattors, such as technology chan
health and safety concerns and environmental régojaincluding indoor air quality standards, algdluence hearth products indus
revenues. Deterioration of the economic conditiona slowdown in the recovery in the homebuildindustry and the hearth products ma
could decrease demand for our hearth products avel &dditional adverse effects on our operatingltes

Economic growth has slowed, and may continue tw,slo several key international markets, includidgina and India, which could he
adverse effects on our international office furrétgales and our operating results.

Deteriorating economic conditions could affect business significantly, including: reduced demémdproducts; insolvency of our deal
resulting in increased provisions for credit lossesolvency of our key suppliers resulting in punotidelays; inability of customers to obi
credit to finance purchases of our products; deeeaustomer demand, including order delays oretmtions; and countgarty failure:
negatively impacting our treasury operations.

We may need to take additional impairment chargésted to goodwill and indefinitéved intangible assets, which would adverselycféei
results of operations.

Goodwill and other acquired intangible assets wittefinite lives are not amortized but are teswdimpairment annually, and when an e
occurs or circumstances change making it reasonadgible an impairment may exist. As of Januarg@®L5, we had goodwill of $2
million recorded on our balance sheet. We testifgrairment annually during the fourth quarter oé thear and whenever indicators
impairment exist. We test goodwill for impairmdant first comparing the carrying value of net assetthe fair value of the reporting unit.
the fair value is determined to be less than cagyialue, a second step is performed to deterrhimémplied fair value of goodwill associa
with the reporting unit. If the carrying value gbodwill exceeds the implied fair value of goodwithe excess represents the amou
goodwill impairment, and accordingly, an impairmentecognized.

We estimate the fair values of the reporting un#isg discounted cash flows. Forecasts of futashdlows are based on our best estime
longer term, broad market trends. We combine tiigisd data with estimates of current economic dand in the U.S. and other count
where we have a presence, competitor behaviomtkef product sales, commaodity costs, wage rates)evel of manufacturing capacity ¢
the pricing environment. In addition, estimatesaif value are impacted by estimates of the maplagticipantelerived weighted average c
of capital. Changes in these forecasts could fsegmitly change the amount of impairment recordedny. As a result of impairment testil
we recorded goodwill and other lofiged asset impairments of $29 million during 20¥e have one recently acquired reporting unit w
the office furniture segment where the fair valueeds the carrying value by two percent. Theep@oximately $3 million of total goodw
associated with this reporting unit.

The office furniture and hearth products industrdes highly competitive and, as a result, we mayahvays be successful.

Both the office furniture and hearth products irtdas are highly competitive, with a significantmber of competitors in both industr
offering similar products. While competitive factovary geographically and between differing sadésations, typical factors for bc
industries include: price; delivery and servicepduct design and features; product quality; stieraf dealers and other distributors;
relationships with customers and key influencarsluding architects, designers, home-builders and
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facility managers. Our principal competitors ire thffice furniture industry include The Global GpptHaworth, Inc., Kimball Internation
Inc., Steelcase Inc., Herman Miller, Inc., TekniBarporation, Virco Mfg. Corporaton, Krueger Intetioaal Inc. (KI) and Knoll, Inc. Ot
principal competitors in the hearth products indusiclude Travis Industries Inc., Comvest Partrgmaovative Hearth Products), Wolf St
Ltd. (Napoleon) and FPI Fireplace Products Intéomai Ltd. (Regency). In both industries, mosoaf top competitors have an installed t
of products that can be a source of significantiritsales through repeat and expansion ordersseT¢wmpetitors manufacture products
strong acceptance in the marketplace and are eapabkveloping products that have a competitiweaathge over our products.

Our continued success will depend on many factocfyding our ability to continue to manufacturedamarket high quality, high performat
products at competitive prices and our ability d@at our business model to effectively competéinttighly competitive environments of b
the office furniture and hearth products industri€air success is also subject to our ability tstan and grow our positive brand reputa
and recognition among existing and potential custsnand use our brands and trademarks effectimadptering new markets.

In both the office furniture and hearth productdustries, we also face significant price compatifimm our competitors and from new ma
entrants who primarily manufacture and source petsdfrom lower cost countries. Price competitiompacts our ability to implement pri
increases or, in some cases, even maintain pridesh could lower our profit margins. In additiome may not be able to maintain or raise
prices of our products in response to rising ravemia prices and other inflationary pressures.

The concentration of our customer base, changeleimand and order patterns from our customers, dsagehe increased purchasing po\
of these customers, could adversely affect oumlessi operating results or financial condition.

We sell our products through multiple distributichannels. These distribution channels have be&sotidating and may continue
consolidate in the future. Consolidation may regula greater proportion of our sales being cotre¢ed in fewer customers, including ¢
result of the recent mergers and announced meoferational office product distributors. The inased purchasing power exercised by le
customers may adversely affect the prices at whiehcan successfully offer our products. As a ttestithis consolidation, changes in
purchase patterns or the loss of a single custonagr have a greater impact on our business, opgraegsults or financial condition than
events would have had prior to the consolidation.

The growth in sales of privatabel products by some of our largest office furrétcustomers may reduce our revenue and advea$ielgt ou
business, operating results or financial condition.

Privatelabel products are products sold under the nantbeoflistributor or retailer, but manufactured byther party. Some of our larg
customers have aggressive priviieel initiatives to increase sales of office fauné. If successful, they may reduce our revemeeiahibit
our ability to raise prices and may, in some casgsen force us to lower prices, which could resulan adverse effect on our busin
operating results or financial condition.

Increases in basic commodity, raw material, compb@@d transportation costs, as well as disruptitmshe supply of basic commodities,
materials and components or transportation and gimig challenges, could adversely affect our prdifiity.

Fluctuations in the price, availability and quald@f/the commodities, raw materials and componesési by us in manufacturing could hawvt
adverse effect on our costs of sales, profitabiibd our ability to meet customers' demand. Weacsogommodities, raw materials
components from domestic and international supplier both our office furniture and hearth produdgsom both domestic and internatic
suppliers, the cost, quality and availability ohuoodities, raw materials and components, includitegl, our largest raw material categ
have been significantly affected in recent yearsdmgong other things, changes in global supplyderdand, changes in laws and regulai
(including tariffs and duties), changes in exchargfes and worldwide price levels, natural disasti&bor disputes, terrorism and polit
unrest or instability. These factors could leadfuther price increases or supply interruptionsthe future. Our profit margins could
adversely affected if commodity, raw material anchponent costs remain high or escalate furtheryandre either unable to offset such c
through strategic sourcing initiatives and contursignprovement programs or, as a result of comypetiharket dynamics, unable to pass a
a portion of the higher costs to our customers.

We rely primarily on thirgsarty freight and transportation providers to delivour products to customers. Increasing demandréaght
providers and a shortage of qualified drivers mayse delays in our shipments and increase thaaship our products, which may adver:
affect our profitability. Additionally, we importral export products and components, primarily usiogtainer ships, which load and unl
through several U.S. ports, including ports on ¥iest Coast. Portaused delays in the shipment or receipt of pradacd componen
including related to the current labor dispute extain West Coast ports, could cause delayed reoéipur products and components. Tt
delays could cause manufacturing disruptions, awad expense
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resulting from alternate shipping methods or thability to meet customer delivery expectations, ckhimay adversely affect our sales
profitability.

The cost of energy could adversely affect our gnaagyins and profitability.

Our gross margins and the profitability of our Imesis operations are sensitive to the cost of eneegguse it is reflected in our cos
transportation, petroleum-based materials liketiglasand operation of our manufacturing faciliti¢sthe costs of petroleurhased product
operating our manufacturing facilities or transptidn increase, it could adversely affect our grossgins and profitability.

Our efforts to introduce new products to meet augioand workplace requirements may not be sucdesgfich could limit our sales grow
or cause our sales to decline.

To meet the changing needs of our customers amul p&ee with market trends in both the office furrétand hearth products industries,
regularly introduce new products. Trends inclubdarnges in workplace and home design and increasth® iuse of technology and evolv
regulatory and industry requirements, includingiemmental, health, safety and similar standardste workplace and home and for prot
performance. The introduction of hew products athbindustries requires the coordination of theigfesmanufacturing and marketing of
products, which may be affected by factors beyomdomntrol. The design and engineering of certedw products can take up to a yee
more, and further time may be required to achidiemicacceptance. In addition, we may face diffies introducing new products if we can
successfully align ourselves with independent &ecks, homesuilders and designers who are able to design,timely manner, high quali
products consistent with our image and our custehmereds. Accordingly, the launch of any particpi@duct may be later or less succe:
than we originally anticipated. Difficulties orldgs introducing new products or lack of customegegtance of new products could limit
sales growth or cause our sales to decline andresajt in an adverse effect on our business, opegragsults or financial condition.

We have grown, and may continue to grow, our bssirtarough acquisitions and alliances, which coaftersely affect our busine
operating results or financial condition.

One of our growth strategies is to supplement agawmic growth through acquisitions of, and or stgat alliances with, businesses v
technologies or products complimenting or augmentmr existing products or distribution or addingwnproducts or distribution to ¢
business. In the past few years, we acquired Vetri@astings Group, a hearth stoves and fireplaogeay, Artcobell, an education furniti
company, and BP Ergo, an office furniture companynidia, each of which we continue to integrat® iatir business. The benefits of tt
acquisitions, or future acquisitions or allianceayntake more time than expected to develop or iategnto our operations, and we cal
guarantee any completed or future acquisitionsll@naes will in fact produce any benefits. In dash, acquisitions and alliances involv
number of risks, including, without limitation:

» diversion of managemestattention, including significant management tolegoted to integrating acquisitio

» difficulties in assimilating the operations and gwots of an acquired business or in realizing ptef efficiencies, cost savings
revenue synergies;

» potential loss of key employees or customers ofabguired businesses or adverse effects on exibtisgess relationships w
suppliers and customers;

* adverse impact on overall profitability if acquirkdsinesses do not achieve the financial resutiggied in our valuation mode

» reallocation of amounts of capital from other opi@ginitiatives or an increase in our leverage defit service requirements to |
the acquisition purchase priceghich could in turn restrict our ability to accemsdditional capital when needed or to pursue i
important elements of our business strategy;

e inaccurate assessment of undisclosed, contingesther liabilities or problems and unanticipatedtsassociated with the acquisiti
and

e incorrect estimates made in accounting for aitjans, incurrence of non-recurring charges anievaff of significant amounts 1
goodwill that could adversely affect our operatiegults.

Our ability to grow through future acquisitions Wdepend, in part, on the availability of suitablequisition candidates at an acceptable
our ability to compete effectively for these acdfios candidates and the availability of capitalcmmplete the acquisitions. These risks ¢
be heightened if we complete several acquisitioitisinva relatively short period of time. In adadii, there can be no assurance we will be
to continue to identify attractive opportunitiesenmter into any transactions with acceptable tamtke future. If an acquisition is complet
there can be no assurance we will be able to ssitdlgsintegrate the acquired entity into our opienas or achieve sales and profitab
justifying our investment in the businesses. Anyeptial acquisition may not be successful anddaualversely affect our business, oper:
results or financial condition.
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We are subject to extensive environmental reguladiod have exposure to potential environmentailligds.

The past and present operation and ownership lof omnufacturing facilities and real property aubject to extensive and changing fed:
state and local environmental laws and regulationduding those relating to discharges in air, evadnd land, the handling and dispos:
solid and hazardous waste and the remediation ofaognation associated with releases of hazardabstances. Compliance w
environmental regulations has not had a materidcefon our capital expenditures, earnings or cditipe position to date; howev
compliance with current laws or more stringent lawsegulations which may be imposed on us in tharé, stricter interpretation of exist
laws or discoveries of contamination at our realperty sites which occurred prior to our ownershigthe advent of environmental regula
may require us to incur additional expenditurethanfuture, some of which may be material.

Increasing healthcare costs could adversely affectbusiness, operating results and financial ctindi

We provide healthcare benefits to the majority of members and are sétfsured. Healthcare costs have continued to rige time, whicl
increases our annual spending on healthcare and adversely affect our business, operating resultsfinancial condition.

Our inability to improve the quality/capability @fur network of independent dealers or the loss aigmificant number of dealers co
adversely affect our business, operating resultnancial condition.

In both the office furniture and hearth productdustries, we rely in large part on a network ofependent dealers to market our produc
customers. We also rely upon these dealers toigwoa variety of important specification, instatbat and aftemarket services to o
customers. Many of our dealers may terminate tiedaitionships with us at any time and for any o@asThe loss or termination of a signific
number of dealer relationships could cause diffieslfor us in marketing and distributing our protiy resulting in a decline in our sales, wl
may adversely affect our business, operating resulfinancial condition.

Our international operations expose us to risksitedl to conducting business in multiple jurisdioimutside the United States.

During the past several years, we have experiego@dgth in our international operations and salesluiding in China and India. We plar
continue to grow internationally. We primarily selir products and report our financial results i® Wollars; however, our increased busi
in countries outside the United States exposes tladtuations in foreign currency exchange raiesluding the recent weakening of the Rt
in India and the Canadian Dollar. Paying our esgsrin other currencies can result in a signifidgartease or decrease in the amount of 1
expenses in terms of U.S. dollars, which may affertprofits. In the future, any foreign curreragypreciation relative to the U.S. dollar wc
increase our expenses that are denominated irctinegncy. Additionally, as we report currency Ire tU.S. dollar, our financial position
affected by the strength of the currencies in coestvhere we have operations relative to the gtreaf the U.S. dollar.

Further, certain countries have complex regulateygtems which impose administrative and legal reguénts which make manag
international operations more difficult, includiagprovals to transfer funds into certain countritaze are unable to provide financial sup|
to our international operations in a timely manmer, business, operating results and financial itimmdcould be adversely affected.

We periodically review our foreign currency expasand evaluate whether we should enter into hedgamgactions.
Our international sales and operations are subjexinumber of additional risks, including, withdimtitation:

» social and political turmoil, official corruptiomd civil and labor unres

* restrictive government actions, including the impos of trade quotas and tariffs and restrictionstransfers of fund

» changes in labor laws and regulations affectingatnility to hire, retain or dismiss employe

* the need to comply with multiple and potentiallynfiiwting laws and regulations, including envirormied and corporate laws &
regulations;

» preference for locally branded products and lawslkarsiness practices favoring local competi

» less effective protection of intellectual profyeand increased possibility of loss due to cytheft;

» unfavorable business conditions or economic inktali any particular country or regic

» infrastructure disruption

« potentially conflicting cultural and business piegs; an

« difficulty in obtaining distribution and suppc
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Restrictions imposed by the terms of our credilifp@nd note purchase agreement may limit ourragiag and financial flexibility.

Our credit facility and note purchase agreemertedias of April 6, 2006, pursuant to which we iss8&50 million of senior, unsecured nc
designated as Series 20865enior Notes, limit our ability to finance opeaats, service debt or engage in other businessitiesi that may k
in our interest. Specifically, our credit facilitgstricts our ability to incur additional indebtess, create or incur certain liens with respe
any of our properties or assets, engage in lindsusiness substantially different than those ctiyeronducted by us, sell, lease, licens
dispose of any of our assets, enter into certaimstictions with affiliates, make certain restrigh@agrments or take certain restricted actions
enter into certain salleaseback arrangements. Our note purchase agreeom®ains customary restrictive covenants, amathgrothings
placing limits on our ability to incur liens on a$s, incur additional debt, transfer or sell owgeds, merge or consolidate with other perso
enter into material transactions with affiliate3ur credit facility and note purchase agreemert adgjuire us to maintain certain finan
covenants.

Our failure to comply with the obligations undemr auwedit facility may result in an event of defaulthich, if not cured or waived, may ca
accelerated repayment of the indebtedness underrdidé facility and could result in a cross defawider our note purchase agreement.
cannot be certain we will have sufficient fundsikalde to pay any accelerated repayments or wehaile the ability to refinance acceler:
repayments on terms favorable to us or at all.

Costs related to product defects, including prodiadiility costs, could adversely affect our prability.

We incur various expenses related to product deféetluding product warranty costs, product reealdl retrofit costs and product liabi
costs. These expenses relative to product salss arad could increase. We use chemicals and rageim our products and inclu
components in our products from external suppligtdéch we believe are safe and appropriate for tthesignated use; however, harmful eff
may become known which could subject us to litigatiincluding healthelated litigation, and significant losses. We ntaiim reserves fi
product defectelated costs based on estimates and our knowlgdgecumstances indicating the need for such veser We cannot, howev
be certain these reserves will be adequate to amtenl product defecklated claims in the future. We also purchaserarsce coverage
reduce our exposure to significant levels of pradiability claims and maintain a reserve for oatfénsured losses based upon estimates «
aggregate liability using claims experience anduatal assumptions, but we cannot be certain imagravould cover all losses relatec
product claims. Incorrect estimates or any sigaificincrease in the rate of our product defect espge could have a material adverse effe
operations.

We may require additional capital in the future,igthmay not be available or may be available onmtyunfavorable terms

Our capital requirements depend on many factocduding capital improvements, tooling, new proddevelopment and acquisitions. To
extent our existing capital is insufficient to mekese requirements and cover any losses, we mad toeraise additional funds throt
financings or curtail our growth and reduce ouress Our ability to generate cash depends on ecigndinancial, competitive, legislati
regulatory and other factors that may be beyondcoatrol. Future borrowings or financings may hetavailable to us under our credit fac
or otherwise in an amount sufficient to enableaugay our debt or meet our liquidity needs.

Any equity or debt financing, if available at adipuld have terms unfavorable to us. In additigmaricings could result in dilution to ¢
shareholders or the securities may have rightsergeces and privileges senior to those of our comstock. If our need for capital ari
because of significant losses, the occurrenceesfdhosses may make it more difficult for us teedhe necessary capital.

Our sales to the U.S. government have decline&déent years and our sales to the U.S. state aral pmvernments are subject to uncer
future funding levels and federal, state and Igmadcurement laws and are governed by restrictivetiaet terms; any of these factors cc
limit current or future business.

We derive a portion of our revenue from sales toows U.S. federal, state and local government cigesnand departments. Our ability
compete successfully for and retain business Wwiht.S. government, as well as with state and lgoaérnments, is highly dependent on cos
effective performance. Our government businessighly sensitive to changes in procurement lawsional, international, state and lo
public priorities; and budgets at all levels of govment, which have recently experienced downwagdsure and, in the case of the fec
budget, are subject to uncertainty due to contmuindget cuts. Although sales to the federal gowent increased by 10% in 2014, &
falling 28% and 26% in fiscal years 2013 and 20#&2pectively, they may decline going forward, whicluld adversely impact our operat
results.

Our contracts with government entities are subjecwarious statutes and regulations that apply dmpanies doing business with
government. The U.S. government as well as statdacal governments can typically terminate or ifyottheir contracts
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with us either for their convenience or if we ddfdny failing to perform under the terms of the hpgible contract. A termination arising ou
our default could expose us to liability and impede ability to compete in the future for contraated orders with agencies and departmel
all levels of government. Moreover, we are subjectnvestigation and audit for compliance with tteguirements governing governm
contracts, including requirements related to prement integrity, export controls, employment pi@esi the accuracy of records and repo
of costs. If we were found to not be a responssbigplier or to have committed fraud or certaimémial offenses, we could be suspende
debarred from all further federal, state or loacatgrnment contracting.

Increased government focus on enforcement mayfis@mily increase our operating cos

The federal government has increased its focumtmreement under a wide range of laws and reguiatimpacting our business, particuli
in the following areas:

» antitrust and competitio

« foreign corrupt practice

* government contractin

e securities and public company report
* labor and employment practic

» fraud and abuse; a

» tax reporting

Should we become the target of a government irgetitin or enforcement action, we could incur sigaifit costs and suffer damage to
reputation which could adversely impact our bussneperating results or financial condition.

Our implementation and use of a new business sutagstem, and accompanying transformation of auwgiress processes, could resu
problems that could negatively impact our busireess results of operation

We are engaged in a multi-year, compavige program to implement new integrated softwgsteims (the "System™) to support and strear
our business processes. We expect implementatitimeoBystem will require transformation of business financial processes to realize
full benefits of the project. Significant efforteearequired to design, test and implement the &ystequiring investment of resources, incluc
additional selling, general and administrative aagital expenditures. There can be no assuranee isgues relating to System implemente
will not occur, including compatibility issues, @égration challenges and delays, and higher tharate@ implementation costs. Additiona
when implemented, the System could function imprigper not deliver the projected benefits, whichultbsignificantly disrupt our busine
including our ability to provide quotes, procesdars, ship products, invoice customers, procesmpais, generate management and fina
reports and otherwise run our business. Our busiaed results of operations may be adversely affiei€tve experience problems related tc
System.

We rely on information technology systems to mamageerous aspects of our business, and a disrumticiailure of these systems ca
adversely affect our business.

In the ordinary course of business, we rely updoriation technology networks and systems to pcésinsmit and store electro
information, and to manage numerous aspects ofbasiness and provide information to management.itidelly, we collect and sto
sensitive data of our customers and suppliers,edisas personally identifiable information of ounployees, in data centers and on informz
technology networks. The secure operation of tir#eemation technology networks, and the processind maintenance of this informatior
critical to our business operations and stratedyes€ networks and systems, despite security amdwdienary measures, are vulnerabl
among other things, damage and interruption fromvgroloss or natural disasters, computer system m@evork failures, loss
telecommunications services, physical and eleatrtwss of data, security breaches, hackers andoyepimisuse. We may face unauthor
attempts by hackers seeking to harm us or as # mfsndustrial espionage to penetrate our netwagkurity and gain access to our netw
steal intellectual or other proprietary data, inlihg design, sales or personally identifiable infation, introduce malicious software
interrupt our internal systems, manufacturing etribution. Though we attempt to prevent and deteese incidents, we may not be succes
Any disruption of our information technology netwsror systems, or access to or disclosure of irdition stored in or transmitted by
systems, could result in legal claims and damadgss,of intellectual property or other proprietarformation, including customer data, disr
operations, result in competitive disadvantage @entiage our reputation, which could adversely affectbusiness and results of operati
We are also required to comply with certain infotima technology standards, including standards geddoy credit card providers regarc
the storage, processing and transmission of caddhdiata. These standards continue
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to become more challenging to meet, and any faibfieur systems to meet these standards couldt iesolir inability to accept certain for
of customer payments or risk of cardholder datadgereached as described above.

Natural disasters, acts of God, force majeure eventother catastrophic events may impact the Carfian’'s production capacity and, in tu
negatively impact profitability.

Natural disasters, acts of God, force majeure eventother catastrophic events, including severathe, military action, terrorist attac
power interruptions and fires, could disrupt operat and likewise the ability to produce or deliver products. Several of our produc
facilities, members and key management are locattdn a small geographic area in eastern lowa amétural disaster or catastrophe ir
area could have a significant adverse effect orresults of operations and business conditionghEurseveral of our production facilities
singlesite manufacturers of certain products, and anradwevent affecting any of those facilities coutghgicantly delay production of certe
products and adversely affect our operations arginbas conditions. Members are an integral padusfbusiness and events including
epidemic could reduce the availability of membexgorting for work. In the event we experience agerary or permanent interruption in
ability to produce or deliver product, revenuesldde reduced, and business could be materiallgradly affected. In addition, any continu
disruption in our computer system could adverséigca our ability to receive and process customerders, manufacture products and

products on a timely basis and could adverselycaffdations with customers, potentially resultingeduction in orders from customers or

of customers. We maintain insurance to help pratectrom costs relating to some of these eventsjtbuay not be sufficient or paid ir
timely manner in the event we suffer such an event.

Our business is subject to a number of other nmeeebus risks that may adversely affect our businagerating results or financial condition.
Other miscellaneous risks include, without limibaiti

» reduced demand for our storage products causedhdryges in office technology, including the changenf paper record storage
electronic record storage;

» our ability to realize cost savings and producfivinprovements from our cost containment, busirssgplification, manufacturir
consolidation and logistical realignment initiatye

» volatility in the market price and trading volumieegjuity securities may adversely affect the maptate for our common stoc
e our ability to protect our intellectual propertpciuding trade secrets and key business operatiata:

« labor or other manufacturing inefficiencies duedttns including new product introductions, a nevemping system or turnover
personnel;

« our ability to effectively manage working capitalcamaintain our effective tax ra

» potential claims by third parties that we infringgabn their intellectual property righ

e our insurance may not adequately (1) insulate am fexpenses for product defects and the negligetst and omissions of ¢

members and agents and (2) compensate us for dantager facilities and equipment and loss of bessn and

e our ability to retain our experienced managememtand recruit other key person

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

The Corporation maintains its corporate headquaiiteMuscatine, lowa, and conducts operations edtions throughout the United Sta
Canada, China, Hong Kong, India and Taiwan, whizhse manufacturing, distribution and retail operagiand offices totaling an aggregat
approximately 10.4 million square feet. Of thisatpapproximately 1.6 million square feet are ézhs

Although the plants are of varying ages, the Cafion believes they are well maintained, equipp@&t wiodern and efficient equipment,
good operating condition and suitable for the pegsofor which they are being used. The Corpordtamsufficient capacity to increase ou
at most locations by increasing the use of overtiméhe number of production shifts employed.

The Corporation's principal manufacturing and disition facilities (200,000 square feet in sizdasger) are as follows:

Approximate Owned or Description
Location Square Feet Leased of Use
Cedartown, Georgia 550,000 Owned Manufacturing office furniture (1)
Dongguan, China 1,007,716 Owned Manufacturifigefurniture (1)
Hickory, North Carolina 206,316 Owned Manufacturing office furniture
Lake City, Minnesota 241,500 Owned Manufactufingplaces
Milan, lllinois 244,017 Leased Warehousing office furniture components
Mt. Pleasant, lowa 288,006 Owned Manufacturirgpfaces (1)
Muscatine, lowa 272,900 Owned Manufacturing office furniture
Muscatine, lowa 578,284 Owned Warehousing officaiture
Muscatine, lowa 236,100 Owned Manufacturing office furniture
Muscatine, lowa 636,250 Owned Manufacturingagffiurniture
Muscatine, lowa 237,800 Owned Manufacturing office furniture
Nagpur, India 355,135 Owned Manufacturing offiemiture
Orleans, Indiana 1,196,946 Owned Manufacturing office furniture (1)
Paris, Kentucky 300,000 Owned Manufacturingdiiaees
Temple, Texas 395,372 Owned Manufacturing office furniture
Temple, Texas 354,000 Leased Warehousing dfficeture
Wayland, New York 716,484 Owned Manufacturing office furniture (1)

(1) Also includes a regional warehouse/distributiontee

Other Corporation facilities, under 200,000 squest in size, are located in various communitiesughout the United States, Canada, Cl
Hong Kong, India and Taiwan. These facilities taaproximately 2.6 million square feet with approately 1.4 million square feet used
the manufacture and distribution of office furnéwuand approximately 1.0 million square feet forrtte@roducts. Of this total, approximat
1.0 million square feet are leased. The Corpanatitso leases sales showroom space in office @wenitnarket centers in several m
metropolitan areas.

There are no major encumbrances on Corporataned properties. Refer to Property, Plant, andiffgent in the Notes to Consolida
Financial Statements for related cost, accumuldéguaieciation and net book value data.
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ITEM 3. LEGAL PROCEEDINGS

The Corporation is involved in various kinds ofglises and legal proceedings that have arisen ioridfieary course of its business, incluc
pending litigation, environmental remediation, texead other claims. It is the Corporat®pinion, after consultation with legal counské
liabilities, if any, resulting from these matter® anot expected to have a material adverse effech® Corporatiors financial condition, ca:
flows or on the Corporation’s quarterly or annupérating results when resolved in a future period.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable
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EXECUTIVE OFFICERS OF THE REGISTRANT

Family
Age Relationship

None

None

None

None

None

None

None

None

None

January 3, 2015

Position Other Business Experience
Position Held Since During Past Five Years
Chairman of the Board Chief Executiv 2004
Officer President 2004
Director 2003
2003
Vice President, Gainéounsel and 2008
Secretary
Executive Vice President President, 2005 President, Hearth & Hon

Hearth & Home Technologies Group 2003 Technologies LLC (2003-2015)

Executive Vice Presigd®resident, The 2008
HON Company LLC 2008

Executive Vice President President, H 2010 2014 President, Allsteel, Inc. (2008-2014)
Contract Furniture Group

Executive Vice Presidaesident, The 2011

Gunlocke Company L.L.C. 2008

Vice President, Member Relations 2014 Vice President, Member a
Community Relations, Allsteel In
(2009414); Vice Presiden

Organizational Development, Hi
(2005-2009)

Executive Vice Presit®resident, HNI 2006

International Inc. 2003
Vice President and Chief Financial 2008
Officer
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, REL ATED STOCKHOLDER MATTERS, AND ISSUER
PURCHASES OF EQUITY SECURITIES

The Corporation’s common stock is listed for tradon the New York Stock Exchange (NYSE) under thding symbol HNI. As of yeasnc
2014 , the Corporation had 7,232 stockholders afnck

Wells Fargo Shareowner Services, St. Paul, Minmesgerves as the Corporatisntransfer agent and registrar of its com
stock. Shareholders may report a change of addressike inquiries by writing or calling: Wellsiga Shareowner Services, P.O. Box 64
St. Paul, MN 55164-0854 or telephone 800/468-9716.

Information regarding historical sale prices of atiddends paid on the Corporation's common stgcgresented in the Investor Informa
section which follows the Notes to Consolidatedafitial Statements filed as part of this reportiaridcorporated herein by reference.

The Corporation expects to continue its policy afipg regular quarterly cash dividends. Dividehdse been paid each quarter since
Corporation paid its first dividend in 1955. Theeeage dividend payout percentage for the mosnigbeeeyear period has been 82% of p
year earnings. Future dividends are dependentuturef earnings, capital requirements and the Catjpo’'s financial condition, and &
declared in the sole discretion of the Corporatiddoard of Directors.

Issuer Purchases of Equity Securities:

The following is a summary of share repurchaseviigtiluring the quarter ended January 3, 2015 .

(d) Maximum

Number (or

Approximate
Dollar Value) of

(c) Total Number of Shares (or Units)
(b) Average Shares (or Units) that May Yet be
(a) Total Number Price Paid Purchased as Part of  Purchased Under
of Shares (or Units) per Share or Publicly Announced the Plans or

Period Purchased (1) Unit Plans or Programs Programs
9/28/14 - 10/25/14 36,30( $41.61 36,30( $50,446,31
10/26/14 - 11/22/14 344.,85( $45.8€ 344,85( $234,631,97
11/23/14 - 1/03/15 321,75( $47.41 321,75! $219,378,43.
Total 702,90( 702,90(

(1) No shares were purchased outside of a puldizhounced plan or program.

The Corporation repurchases shares under previansigunced plans authorized by the Board as follows
e Plan announced November 9, 2007, providing shararchase authorization of $200,000,000 with no ifipeexpiration date, wit
increase announced November 7, 2014, providingiaddi share repurchase authorization of $200,@vaith no specific expiratic

date.
* No repurchase plans expired or were terminatedhdutie fourth quarter of fisc2014, nor do any plans exist under which

Corporation does not intend to make further purebas
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ITEM 6. SELECTED FINANCIAL DATA — FIVE-YEAR SUMMARY

2014 2013 2012 2011 2010
Per Common Share Data (Basic and Dilutive)
Income (Loss) from Continuing Operations
Attributable to HNI Corporation — basic $ 137 % 141 % 1.0¢ $ 1.0: $ 0.6€
Income (Loss) from Continuing Operations
Attributable to HNI Corporation — diluted 1.3t 1.3¢ 1.07 1.01 0.6t
Net Income (Loss) Attributable to HNI
Corporation — basic 1.37 1.41 1.0¢ 1.0 0.6C
Net Income (Loss) Attributable to HNI
Corporation — diluted 1.3t 1.3¢ 1.07 1.01 0.5¢
Cash Dividends 0.9¢ 0.9¢ 0.9t 0.92 0.8¢€
Book Value — year-end 9.3¢ 9.7C 9.3t 9.34 9.1C
Net Working Capital — year-end (0.09 0.4¢ 0.2¢ 1.1C 1.14
Operating Results (Thousands of Dollars)
Net Sales $ 222269 $ 205996 $ 2,004,000 $ 1,83345 $ 1,686,72
Gross Profit as a % of Net Sales 35.2% 34.7% 34.4% 34.9% 34. 7%
Interest Expense $ 8,33 % 9,90¢ $ 10,86t $ 11,95 $ 11,90
Income (Loss) from Continuing Operations 61,15¢ 63,36¢ 48,32¢ 45,74¢ 29,68!
Income (Loss) from Continuing Operations
a % of Net Sales 2.8% 3.1% 2.4% 2.5% 1.8%
Discontinued Operations $ — — — 3 — 3 (2,55¥)
Net Income (Loss) Attributable to HNI
Corporation 61,47 63,68 48,967 45,98¢ 26,941
Net Income (Loss) Attributable to HNI
Corporation as a % of Net Sales 2.8% 3.1% 2.4% 2.5% 1.6%
Cash Dividends $ 4432¢ $ 43,49 $ 43,04 $ 41,25 $ 38,731
% Return on Average Shareholders’ Equity 14.4% 14.9% 11.7% 11.1% 6.5%
Depreciation and Amortization $ 56,72: $ 46,62: % 43,36( $ 46,287 % 58,63(
Financial Position (Thousands of Dollars)
Current Assets $ 455,55¢ $ 433,22¢ $ 402,37 $ 431,500 $ 405,62:
Current Liabilities 457,33: 411,58: 389,17: 382,27( 354,70:
Working Capital (1,779 21,64« 13,20« 49,23¢ 50,92(
Current Ratio 1.0C 1.0t 1.0 1.1¢ 1.14
Total Assets $ 1,23933 $ 1,134,700 $ 1,077,060 $ 1,051,72 $ 995,34(
% Return on Beginning Assets Employed 9.€% 9.8% 8.2% 8.2% 5.8%
Long-Term Debt and Capital Lease
Obligations $ 197,73t  $ 150,190 $ 150,37: $ 150,54( $ 150,11:
Shareholders’ Equity 414,58 436,32 420,35¢ 419,05° 407,98!
Current Share Data
Number of Shares Outstanding at Year-End  44,165,67 44,981,86 44,950,70 44,855,20 44,840,70
Weighted-Average Shares Outstanding Dul
Year — basic 44,759,71 45,250,66 45,211,38 44,803,24 44,993,93
Weighted-Average Shares Outstanding During
Year — diluted 45,578,87 45,956,28 45,819,97 45,694,27 45,808,70
Number of Shareholders of Record at Year:
End 7,232 7,53¢ 7,79(C 7,25¢ 7,86¢€
Other Operational Data
Capital Expenditures (Thousands of Dollars$ 74,327 $ 60,977 $ 39,47  $ 27,798  $ 25,68t
Members (Employees) at Year-End 10,98¢ 10,31( 10,35: 9,49( 8,47(

2014 reflects a 53-week year
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion of the Corporatisnhistorical results of operations and of its ldjtyi and capital resources should be reg
conjunction with the Consolidated Financial Stateteeof the Corporation and related notes. Statésnérat are not historical are forward:
looking and involve risks and uncertainties, inghgdthose discussed under "ltem 1A. Risk Factong!'@lsewhere in this report.

Overview

The Corporation has two reportable segments: effianiture and hearth products. The Corporat®raileading global office furnitu
manufacturer and North Americleading manufacturer and marketer of gas and waating fireplaces. The Corporation utilizessgdit anc
focus, decentralized business model to deliverevéduits customers with various brands and seltiraglels. The Corporation is focusec
growing its existing businesses while seeking ot @eveloping new opportunities for growth.

The Corporation delivered strong tbpe growth in both the office furniture and heaploducts segments in 2014. Growth in the o
furniture segment was led by accelerating momerituthe contract channel. The Corporation's heartilycts segment leveraged its lea
market position to increase sales and drive sicgnifi profit improvement as the housing market cad to recover and demand for altern:
fuel products increased. The Corporation continitedlisciplined approach to managing cost and nthdedecision to close three off
furniture manufacturing facilities and consolidat®duction into existing facilities in 2014. The iBoration also remained committed to long
term profitable growth across its core businessesiacreased the amount of focused investmentellimg, marketing, manufacturing a
product initiatives. The Corporation completed #eguisition of Vermont Castings Group ("VCG"), anmutacturer of freestanding hear
stoves and fireplaces, during the fourth quarte2Qif4.

Net sales durin2014 were $2.2 billion , an increase of 7.9 perceminpared to net sales of $2.1 billion in 20T%e sales increase was dri
by increased volume in both the supplikien and contract channels of the office furdtsegment as well as both the new constructio
remodel/retrofit channels of the hearth productgnemnt. Fiscal 2014 included 53 weeks compared towB2ks in 2013. Due to t
Corporation's holiday schedule and production shwtt, the extra week had minimal impact on netssaifel operating income.

The Corporation recorded $29.4 million of goodvéifid intangible impairment charges during 2014 e€lab reporting units in the offi
furniture segment acquired over the past four ydaesto current and projected market conditions@nduct and operational transformation.

Management is optimistic about the office furnitwed hearth markets. The Corporation will contitoenvest in selling, marketing a
product initiatives and remain focused on improvapgrations and reducing cost.
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Results of Operations

The following table sets forth the percentage ofsaiidated net sales represented by certain itefiected in the Corporatios’Consolidate
Statements of Income for the periods indicated.

Fiscal 2014 2013 2012

Net Sales 100.(% 100.( % 100.( %
Cost of products sold 64.7 65.2 65.€
Gross profit 35.% 34.7 34.4
Selling and administrative expenses 29.2 29.4 29.€
(Gain) loss on sale of assets (0.5 0.1 —
Restructuring related charges 1kt — 0.1
Operating income 5.1 5.1 4.4
Interest income (expense) net (0.9 (0.5 (0.5
Income before income taxes 4.7 4.7 3.¢
Income taxes 2.C 1.€ 1.t
Net income attributable to the noncontrolling ietsr — — —
Net income attributable to HNI Corporation 2.6% 3.1% 2.4%
Net Sales

Net sales durin2014 were $2.2 billion , an increase of 7.9 perceoitpared to net sales of $2.1 billion in 2013Both the office furnitui
segment and the hearth products segment experidetent price realization and increased volume. gamed to the prior year, the acquisi
of VCG net of divestitures of several small bus§ess including office furniture dealers, increasatts $7.5 million. Fiscal 2014 included
weeks compared to 52 weeks in 2013. Due to thedZatipn's holiday schedule and production shutdowresextra week had minimal imp
on net sales and operating income.

Net sales durini2013 were $2.1 billion , an increase of 2.8 perceminpared to net sales of $2.0 billion in 2012he office furniture segme
experienced better price realization and increasddme in commercial markets offset by a 28 perogetline in sales to the fede
government. The hearth products segment experiemc@dased volume and better price realization athbthe new construction a
remodel/retrofit channels. Compared to prior yearestitures of several small businesses, includiifige furniture dealers, partially offset
the acquisition of BP Ergo, reduced sales $27.5anil

Gross Profit

Gross profit as a percent of net sales increasdua63 points in 2014 as compared to 268 to higher volume, better price realization
strong operational performance offset partially unfavorable product mix, investments in operatidnigher warranty costs and increa
restructuring and transition costs. Gross prdiitagpercent of net sales increased 30 basis poii2813 as compared to 20#iRe to highe
volume, better price realization and lower mateci@dts offset partially by unfavorable mix, new ot rampup and operation reconfigurat
costs to meet changing market demand.

Selling and Administrative Expenses

Selling and administrative expenses increased &:6ept in 2014 and 1.1 percent in 2013 . The as@an 2014vas due to volume relat
expenses, increased freight costs due to carmercity constraints, investments in selling and dhoinitiatives, increased group medical cc
higher incentive-based compensation and costs iassdcwith an acquisition. The increase in 2048s due to volume related expen
investments in selling and growth initiatives angher incentive-based compensation.

Selling and administrative expenses include freegttense for shipments to customers, product dpredat costs and amortization expens
intangible assets. Refer to Summary of Significartounting Policies and Goodwill and Other IntdlgiAssets in the Notes to Consolid:
Financial Statements for further information regagdhe comparative expense levels for these items.

Gain/Loss on Sale of Assets

The Corporation realized gains totaling $10.7 willon the sale of two facilities and California@inission credits in 2014. The
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Corporation realized a $2.5 million loss on thees#la non-core office furniture business in 2013.

Restructuring and Impairment Charges

During 2014, the Corporation made decisions toecldsee office furniture manufacturing facilitieschted in Florence, Alabama, Chice
lllinois and Nalagarh, India and consolidate prdarcinto existing office furniture manufacturingdilities. In connection with these decisi
the Corporation recorded $8.8 million of pre-tavades which included $5.2 millioof accelerated depreciation on machinery and ecgriy
recorded in cost of sales and $3.6 millmfrseverance and facility exit costs which wereorded as restructuring charges during the year
closure and consolidation of these facilities ipented to be substantially completed by the fitsdrter of 2015. The Corporation anticipi
additional restructuring costs of approximatelyrillion related to these closures during 2015.

During 2011, the Corporation made the decisionramdition out of its Lithia Springs, Georgia offiferniture distribution center and 1
transition was completed in the fourth quarter @2 In addition, during 2011, the Corporation m#ue decision to consolidate some of
furniture manufacturing production from its Hickotyorth Carolina facility into its Wayland, New Yofacility. During 2012, the Corporati
recorded current period charges which included $filBon of accelerated depreciation of machinery and egeigmecorded in cost of sa
and $1.5 millionof severance and facility exit costs recorded afueturing costs. These included impairment o$ééald improvements
$0.2 million which was a non-cash transaction.

During 2010, the Corporation completed the shutdowan office furniture facility in South Gate, @afnia and consolidated production i
existing office furniture manufacturing facilitie®uring 2012 and 2013, the Corporation incurredd $@illion and $0.3 millionof curren
period charges due to ongoing costs related tcantduilding recorded as restructuring costs,aetsyely.

The Corporation recorded $29.4 million of goodwailld intangible impairments in 20tdlated to two recently acquired reporting unitghe
office furniture segment due to current and pr@dceharket conditions and costs associated withyatcghd operational transformation.

Operating Income

Operating income increased $6.9 million to $112i8ion in 2014 , compared to $106.0 million in 2013The increase was due to hic
volume, better price realization, strong operatigperformance and gains on sale of assets. These @ftset partially by investments
operations, unfavorable product mix, increased aveyr costs, higher freight costs due to carrielacép constraints, increased group mec
costs, higher incentivbased compensation and restructuring, impairmedtteansition costs. Operating income increased 45h8llion to
$106.0 million in 2013 , compared to $87.6 millin2012. The increase was due to higher volume, betteemeéalization, lower mater
costs and distribution network realignment saviagd lower restructuring costs. These were offsdigtlg by new product rampyp, facility
reconfiguration to meet changing market demandingemarketing and product initiatives, highecémtivebased compensation and a los
the sale of a small non-core business.

Income Taxes

The provision for income taxes reflect an effectiae rate of 41.7 percent, 34.5 percent and 37.@epé for 2014, 2013 and 2012, respecti\
The current year increase in the effective tax wae primarily driven by the nodeductibility of goodwill impairment. On Decembe®, 1201+
the Tax Increase Prevention Act of 2014 was signtdlaw which extended several expired tax inaa#iincluding the Research Tax Cr
and bonus depreciation. The impact of this leg@hatresulting in a benefit of $2.6 million, wascoeded in the fourth quarter of 2014. -
decrease in 2013 was primarily driven by the feldersearch and development credit extension whiek effective from January 2, 20
resulting in both the 2012 and 2013 related crexfitsl.3 million each being recognized in fiscal 30

Net Income Attributable to HNI Corporation

Net income attributable to HNI Corporation decreb3é percent t$61.5 million in 2014 compared to $63.7 million2613 ands49.0 millior
in 2012 . Net income per diluted share decreaseg&rcent to $1.35 in 2014 compared to $1.39 i82hd $1.07 in 2012.
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Office Furniture

Office furniture comprised 78 percent, 82 percert 84 percent of consolidated net sales for 213 and 2012respectively. Net sales
office furniture increased $53.8 million or 3.2 pemt in 2014 to $1.739 billion compared to $1.68bob in 2013 including increased pri
realization of $36 million. Compared to prior yedivestitures of several small businesses, inclydifiice furniture dealers, reduced sale:
$17.7 million. The Corporation experienced growtlpoth the supplies-driven and contract channels.

Net sales for office furniture decreased $2.1 omllior 0.1 percent in 2013 to $1.685 billion compared 10687 billion in 2012including
increased price realization of $30 million. Comgghto prior year, divestitures of several smallibesses, including office furniture deal:
partially offset by the acquisition of BP Ergo, veed sales by $27.5 million. The Corporation exqrered growth in both the supplidsver
and contract channels which was more than offset arge decline in sales to the federal governn®ifMA reported 2014hipments up
percent from 2013 levels which were up 1 percemhfR012 levels.

Operating profit as a percent of net sales wagpBr@ent in 2014 , 5.8 percent in 2013 and 5.4 périce2012. The decrease in operat
margins in 2014 was due to unfavorable product mikgstment in operations, higher freight costs ttuearrier capacity constraints, incree
incentivebased compensation, restructuring charges, goodwilintangible impairments and transition costseese were partially offset
higher volume, better price realization, strongrafienal performance and gains on sale of assés.ificrease in operating margins in 2
was due to better price realization, lower mateci@dts, distribution network realignment savings &ower restructuring costs. These w
partially offset by unfavorable mix, new productmaup, facility reconfiguration costs to meet changinarket demands and loss on the sé
a small non-core business.

Hearth Products

Hearth products sales increased $108.9 million%t percent in 2014 to $484 million compared to%&illion in 2013including increase
price realization of $6 million and incrementalesafrom the VCG acquisition of $25 million. Theeslncrease was also due to an incree
both the new construction channel due to the coatirhousing market recovery and the remodel/réttbinnel due to strong biofuel proc
sales.

Hearth products sales increased 18.3 percent i 20$375 million compared to $317 million in 20ib2luding increased price realizatior
$5 million. The sales increase was also due tormmease in the new construction channel due to ihgusarket recovery and t
remodel/retrofit channel due to strong remodeliciiviy.

Operating profit as a percent of sales in 2014 8W&8 percent compared to 12.5 percent in 2013 ah@@&cent in 2012 The increase
operating margins in 2014 was due to higher volame better price realization. These were partiaffget by increased material costs, hig
warranty expense, increased incentdased compensation and impact of the acquisitibe.ificrease in operating margins in 2013 was d
higher volume, better price realization and loweatenial costs. These were partially offset by itwesnts in growth initiatives and higl
incentive-based compensation.

Liquidity and Capital Resources
Cash Flow — Operating Activities

Cash generated from operating activities in 201dléd $167.8 million compared to $165.0 million geated in 2013 Changes in workir
capital balances resulted in a $3.7 million useasth in 2014 compared to $11.5 millisource of cash in the prior year. Cash generatat
operating activities in 2012 totaled $144.8 millmd changes in working capital balances resufted$32.9 million source of cash.

The use of cash related to working capital balanc2014 was primarily driven from higher inventoo§ $23.4 million due to strateg
initiatives, impact of west coast port congestiol aiming of shipments. This use of cash was offsatially by an $8.6 million decrease
trade receivables due to strong collection effartd timing and a $15.7 million increase in curi@tiilities. The increase in current liabilitie:
comprised of a $15.0 million increase in trade acte payable, an $11.9 million increase in otheruwads, namely compensation, benefit
marketing accruals offset by an $11.2 million deseein tax related accruals.

The source of cash related to working capital bagarin 2013 was primarily driven from lower invenytef $1.6 million and increased curr
liabilities of $30.4 million. The increase in cuntdiabilities is comprised of a $14.6 million irase in trade accounts payable, an $11.3 ir
increase in other accruals, namely compensatiorkatiag and freight expense accruals and
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a $4.5 million increase in tapelated accruals. These sources of cash were iseally by a $21.0 million increase in tradeg®@ables due
increased sales during the fourth quarter.

The source of cash related to working capital bzdarin 2012 was primarily driven from lower inverytof $9.5 million and increased curr
liabilities of $32.2 million. The increase in cuntdiabilities is comprised of a $25.4 million imase in trade accounts payable, a $2.1 m
increase in other accruals, namely compensationnaatketing expense accruals and a $4.7 millionem®e in taxelated accruals. The
sources of cash were offset partially by a $7.0ionilincrease in trade receivables due to increaségb during the fourth quarter.

The Corporation places special emphasis on manageame control of working capital with a particulrcus on trade receivables
inventory levels. The success achieved in managéugivables is in large part a result of doingimess with quality customers &
maintaining close communication with them. Managetrbelieves recorded trade receivable valuatitmwahces at the end of 20bte
adequate to cover the risk of potential bad deBtlhwances for noreollectible trade receivables, as a percent ofgt@sle receivables, tota
2.1 percent, 2.6 percent and 2.4 percent at theokfidcal years 2014 , 2013 and 2012 , respegtivEhe Corporatiors inventory turns we
12, 15 and 14, for fiscal years 2014 , 2013 and220G&spectively. The decrease in current year irorgriurns was due to strategic initiatiy
west coast port congestion and timing of shipments.

Cash Flow — Investing Activities

Capital expenditures, including capitalized sofyavere $112.7 million in 2014 , $78.9 million 013 and $60.3 million in 2012 Thes
expenditures continue to focus on machinery, eqeignand tooling required to support new productstiouous improvements in ¢
manufacturing processes and cost savings initettasewell as the implementation of new integratédrination systems to support busir
process transformation. The Corporation anticgpatepital expenditures for 2015 to total $110 wrillio $115 million, primarily related to n
products, operational process improvements andbidéfes and the business process transformatiojept referred to above.

In 2014, the investing activities reflected a nastt outflow of $61.8 million related to the acquisi of VCG. The acquisition of VCG ac
brands, strong customer relationships and quatitgyects to the Corporation's Hearth and Home Teogies business. In 2012, the inves
activities reflected a net cash outflow of $25.%liom related to the acquisition of BP Ergo andSillion related to the acquisition of a pe
stove business. The addition of BP Ergo provides @orporation a presence in the India office fumaitmarket. Refer to the Busin
Combination note in the Notes to Consolidated FirarStatements for additional information.

In 2014, the Corporation completed the sales aicdify located in South Gate, California, a fagiland equipment located in Chicago, lllir
and California air emission credits. The proceedmfthese sales of $16 million are reflected in @mnsolidated Statement of Cash Flow
“Proceeds from sale of property, plant and equigirfen 2014 .

Cash Flow — Financing Activities

On September 28, 2011, the Corporation amendedrestdted its existing revolving credit facility ddtJune 11, 2010. The Corpora
increased its borrowing capacity from $150 million$250 million and has the option to increaséddsowing capacity by an additional $:
million. The Corporation also extended the ternthi earlier of (i) September 28, 2016 or (ii) tlaed90 days prior to the maturity date of
Corporation's senior notes (April 6, 2016), subjeatertain exceptions. The Corporation effectivedygreased interest costs. Amounts borre
under the credit agreement may be borrowed, repaideborrowed from time to time. The Corporatiad@mpproximately $1.2 million of de
issuance costs that are being amortized stréiightover the term of the credit agreement. Du2@y4 net borrowings under the revolv
credit facility peaked at $60 million. As of Jany&; 2015, there was $47.7 million outstanding under thehédag credit facility classified ¢
long-term as the Corporation does not expect tayé¢ipe borrowings within a year.

In 2006, the Corporation refinanced $150 millionbofrowings outstanding under its prior revolvirgdit facility with 5.54 percent, teyea
unsecured Senior Notes due in 2016 issued thrcdwaprivate placement debt market. Interest paysnam due senannually on April 1 an
October 1 of each year and the principal is duelusmp sum in 2016. The Corporation currently expéx be able to refinance the debt und
credit facility and its Senior Notes when givenptsst history. However, if there is a deterioratiothe credit markets, the Corporation's ak
to refinance such debt may be adversely affected.

Additional borrowing capacity of $250 million is @leble through the revolving credit facility inehevent cash generated from opera
should be inadequate to meet future needs. ThpoGation does not currently expect access to futamatal to be a constraint on plan
growth. Long-term debt, including capital leaséigdtions, was 32%, 26% and 26% of total capitaéi@raas of January 3, 201B®December 2!
2013 and December 29, 2012 , respectively.
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The credit agreement governing the revolving créaditlity and the note purchase agreement pertgitorthe Senior Notes contain coven
that, among other things, restrict, subject toaieréxceptions, our ability to:

* incur additional indebtedness and lease obligaiomsmake guarante

» create liens on asse

* engage in any material line of business substéntidferent from existing lines of busine
» sell asset

* make investments, loans and advances, includingisitigns

* engage in salleaseback transactions in excess of $50 milliaihénaggregat

e repay the Senior Notes or enter into certain amemiisthereof; ar

e engage in certain transactions with affilia

The credit agreement governing the revolving créaitlity contains a number of covenants, includemyenants requiring maintenance of
following financial ratios as of the end of anycts$ quarter:

* a consolidated interest coverage ratio of not {kas 4.0 to 1.0, based upon the ratio of (a) catsield EBITDA (as defined in t
credit agreement) for the last four fiscal quarteré) the sum of consolidated interest charged; a

» aconsolidated leverage ratio of not greatem & to 1.0, based upon the ratio of (a) the guard consolidated funded indebted:
(as defined in the credit agreement) to (b) codstdid EBITDA for the last four fiscal quarters; or

e aconsolidated leverage ratio of not greaten th& to 1.0, based upon the ratio of (a) the guarid consolidated funded indebted:
to (b) consolidated EBITDA for the last four fisaplarters following any qualifying debt financedjaisition.

The note purchase agreement governing the Seni@sNdso contains a number of covenants, includiegvenant requiring maintenance
consolidated debt to consolidated EBITDA (as defiirethe note purchase agreement) of not greader 35 to 1.0, based upon the ratio o
the quarterend consolidated funded indebtedness (as defingaeinote purchase agreement) to (b) consolidaB@EBA for the last four fisce
quarters.

The revolving credit facility and Senior Notes #ine primary sources of committed funding from whibke Corporation finances its plani
capital expenditures, strategic initiatives suchregmurchases of common stock and certain workirmggtadaneeds. Nomompliance with th
various financial covenant ratios could prevent@umeporation from being able to access furtherdwwimgs under the revolving credit facili
require immediate repayment of all amounts outstandith respect to the revolving credit facilitpd Senior Notes and increase the co
borrowing.

The most restrictive of the financial covenantshis consolidated leverage ratio requirement oft8.2.0 included in the credit agreen
governing the revolving credit facility. Under tloeedit agreement, adjusted EBITDA is defined agsotidated net income before inte
expense, income taxes and depreciation and amastizaf intangibles, as well as non-cash nonrengrritharges and all naash item
increasing net income. At January 3, 201bBe Corporation was well below this ratio at 1ak was in compliance with all of the coven
and other restrictions in the credit agreementraotd purchase agreement. The Corporation currerfigcts to remain in compliance over
next twelve months.

During 2014, the Corporation repurchased 1,665s8&0es of its common stock at a cost of approxin&&7.9 million, or an average price
$40.76 per share. The Board authorized $200 milbonNovember 9, 2007, and an additional $200 nmillan November 7, 2014, i
repurchases of the Corporation’'s common stock.oAdanuary 3, 201%approximately $219.4 million of this authorized amb remaine
unspent. During 2013, the Corporation repurchd2€J000 shares of its common stock at a cost pfoagmately $27.5 million, or an avere
price of $37.15 per share. During 2012, the Corpamarepurchased 800,000 shares of its common sabek cost of approximately $2
million, or an average price of $26.28 per share.

A cash dividend has been paid every quarter sirprd A5, 1955, and quarterly dividends are expettecbntinue. Cash dividends were $(
per common share for 2014 , $0.96 for 2013 and5h® 2012. The last quarterly dividend increase was fron24@do $0.25 per comm
share effective with the May 30, 2014 dividend papmfor shareholders of record at the close ofrassi on May 16, 2014. The avel
dividend payout percentage for the most recenethear period has been 82 percent of prior year egsnor 29 percent of prior year cash {
from operating activities.

Cash, cash equivalents and short-term investmeteated $37.2 million at the end of 2014 compare&72.3 million at the end of 201zahc
$49.0 million at the end of 2012These funds, coupled with cash from future djp@ma, borrowing capacity under the existing fagiind th
ability to access capital markets are expectedetaadbequate to fund operations and satisfy cash fleeds for at least the next twe
months. As of the end of 2014, $17.1 million ofltavas held overseas and considered permanently
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reinvested. If such amounts were repatriated ifccoesult in additional tax expense to the CorgoratThe Corporation does not beli
asserting this cash as permanently reinvestechenlé any impact on its liquidity.

Contractual Obligations
The following table discloses the Corporation’sigéiions and commitments to make future paymentieuoontracts:

Payments Due by Period

Less tha 1-3 3-5 More that
(In thousands) Total 1 Yea Year: Year: 5 Year:
Long-term debt obligations, including estimatec
interest (1) $ 209,67¢ $ 9,22: $ 200,45 % — 3 —
Capital lease obligations 10¢ 10¢ — — —
Operating lease obligations 91,69: 28,81 36,62 15,21 11,04¢
Purchase obligations (2) 68,04( 68,04( — — —
Other long-term obligations (3) 48,63( 4,42( 12,31¢ 3,417 28,48(
Total $ 418,14¢ $ 110,60: $ 249,39t $ 18,62 % 39,52¢

(1) Interest has been included for all debt affitkesd or variable rate in effect as of Januarg2@15, as applicabl

(2) Purchase obligations include agreements to purohpasés or services that are enforceable, legalidibg and specify all significa
terms, including the quantity to be purchased ptiiee to be paid and the timing of the purchase.

(3) Other long-term obligations represent paymehis to members who are participants in the Cotjpora deferred and lonterir
incentive compensation programs, liability for wognized tax liabilities and contribution and bénpayments expected to be m
pursuant to the Corporation’s post-retirement biemédins. It should be noted the obligations exdato postetirement benefit plal
are not contractual and the plans could be ameatdue discretion of the Corporation. The disciesof contributions and bene
payments has been limited to 10 years, as infoomdteyond this time period was not available.

Litigation and Uncertaintie:

The Corporation is involved in various kinds ofplises and legal proceedings that have arisen iitli@ary course of business, incluc
pending litigation, environmental remediation, tsxeed other claims. It is the Corporat®pinion, after consultation with legal counské
additional liabilities, if any, resulting from thesnatters are not expected to have a material selveffect on the Corporatianfinancia
condition, cash flows or on the Corporation’s gedytor annual operating results when resolvedfutare period.

Off-Balance Sheet Arrangements

The Corporation does not have any off-balance srea@hgements that have or are reasonably likehate a current or future
material effect on the Corporation's financial dtind, revenues or expenses, results of operatlansdity, capital expenditures
or capital resources.

Critical Accounting Policies and Estimates
General

Managemens Discussion and Analysis of Financial Conditionl &esults of Operations is based upon the Consetidéinancial Statemen
prepared in accordance with Generally Accepted Anting Principles ("GAAP"). The preparation of skeefinancial statements requi
management to make estimates and assumptions fthat the reported amounts of assets, liabilitiesjenue and expenses, and rel
disclosure of contingent assets and liabilitiesankigement bases its estimates on historical exjperi@nd on various other assumptions the
believed to be reasonable under the circumstativesesults of which form the basis for making jommts about the carrying values of as
and liabilities that are not readily apparent frother sources. Senior management has discussebvltopment, selection and disclosur
these estimates with the Audit Committee of therBoActual results may differ from these estimateder different assumptions or conditic
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An accounting policy is deemed to be critical ifequires an accounting estimate be made basedsomations about matters uncertain a
time the estimate is made, and if different estgéaahat reasonably could have been used, or changés accounting estimates that
reasonably likely to occur periodically, could nré#y impact the financial statements. Managen®iieves the following critical accounti
policies reflect its more significant estimates asdumptions used in the preparation of the Catestell Financial Statements.

Fiscal yea-end— The Corporation follows a 52/53-week fiscal yednich ends on the Saturday nearest December 3talRfear 2014ndel
on January 3, 2015 ; 2013 ended on December 28, 281d 2012 ended on December 29, 2012 . Thadiabstatements for fiscal yea®14
are on a 53-week basis. The financial statememtfsftal years 2013 and 2012 are on a 52-week bAsi8week year occurs approximat
every sixth year.

Revenue recognitio— Sales of office furniture and hearth products aeegally recognized when title transfers and teksriand rewards
ownership have passed to customers. Typically ditlé risk of ownership transfer when the produchipped. In certain circumstances,
and risk of ownership do not transfer until the d®are received by the customer or upon instafiatio customer acceptance. Reve
includes freight charged to customers; relatedscas included in selling and administrative experRebates, discounts and other mark
program expenses directly related to the saleererded as a reduction to sales. Marketing progrtecnuals require the use of managel
estimates and the consideration of contractuahgements subject to interpretation. Customer dhlasachieve or do not achieve cer
award levels can affect the amount of such estisnated actual results could differ from these emtiii®. Future market conditions may rec
increased incentive offerings, possibly resultimgun incremental reduction in net sales at the thmencentive is offered.

Allowance for doubtful accounreceivable— The allowance for doubtful accounts receivable asdal on several factors, including ove
customer credit quality, historical writdf experience, the length of time a receivable Ibasn outstanding and specific account analyst
projects the ultimate collectability of the accauits such, these factors may change over timeirngue Corporation to adjust the rese
level accordingly.

When the Corporation determines a customer is elyliko pay, a charge is recorded to bad debt expanshe income statement and
allowance for doubtful accounts is increased. WihenCorporation is reasonably certain the custaraanot pay, the receivable is written
by removing the accounts receivable amount andciaduhe allowance for doubtful accounts accordingl

As of January 3, 2015 , there was approximatelys$2dlion in outstanding accounts receivable andh@lion recorded in the allowance
doubtful accounts to cover potential future customenpayments. However, if economic conditions detet®rsignificantly or one of tl
Corporations large customers declares bankruptcy, a largewalice for doubtful accounts might be necessahe dllowance for doubtf
accounts was approximately $6 million at year-ed@i3.

Inventory valuatior— Inventories are stated at the lower of cost orketa Cost is principally determined using the dastfirst-out ("LIFO")
method. The value of inventories on the LIFO basfmesented about 71% and 74% of total invent@ieknuary 3, 2015 aridecember 2!
2013 , respectively. If the first-in, first-out (FFO") method had been in use, inventories wouldehbgen $28.0 million an#i27.7 millior
higher than reported at January 3, 2015 and Dece?2®@013 , respectively.

Long-lived assets The Corporation reviews loriiyed assets for impairment as events or changeBdomstances occur indicating the ami
of the asset reflected in the Corporatobalance sheet may not be recoverable. The CGuiporcompares an estimate of undiscounted
flows produced by the asset, or the appropriategaf assets, to the carrying value to determinetidr impairment exists. The estimate
future cash flows involve considerable managemedgrent and are based upon the Corporai@ssumptions about future opera
performance. The actual cash flows could diffenfrmanagemers’ estimates due to changes in business conditipesating performan
and economic conditions. Asset impairment chaaggesociated with the Corporatienfestructuring activities are discussed in Resirug
Related and Impairment Charges in the Notes to @olaged Financial Statements.

The Corporatiors continuous focus on improving the manufacturingcpss tends to increase the likelihood of assstgylreplaced; therefo
the Corporation is regularly evaluating the expaetseful lives of its equipment which can resulaatelerated depreciation.

Goodwill and other intangibless The Corporation evaluates its goodwill for impaimhen an annual basis during the fourth quart
whenever indicators of impairment exist. The Coation had nine reporting units within its officarfiture and hearth products opera
segments, which contained goodwill during the flowyiarter analysis. These reporting units cortsttomponents for which discrete finan
information is available and regularly revieweddsgment management. The accounting standardpéatwill permit entities to first asst
qualitative factors to determine whether it is mitkely than not the fair value of a reporting uisitless than its carrying amount as a basi
determining whether it is necessary to perform a$tep goodwill
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impairment test. The Corporation did not elect & the qualitative assessment in 2014. The Coipargerformed a twatep goodwil
impairment test for all reporting units. In estimgtthe fair value of its reporting units, the Coration relied on an average of the inc
approach and the market approach. In the incomeagpip, the estimate of fair value of each reportinig is based on managemenprojectiol
of revenues, gross margin, operating costs and ffesis considering historical and estimated futuesults, general economic and ma
conditions as well as the impact of planned busirze®l operational strategies. The valuations eymmiesent value techniques to measure
value and consider market factors. In the maapgroach, the Corporation utilized the guidelinmpany method, which involved calculat
valuation multiples based on operating data fromdejine publiclytraded companies. These multiples were then applie¢de operating de
for the reporting units and adjusted for factomikir to those used in the discounted cash flowyaiea Management believes the assump
used for the impairment test are consistent withse¢hutilized by a market participant in performigignilar valuations of its reportil
units. Management bases its fair value estimatezssumptions they believe to be reasonable dirtige but such assumptions are subje
inherent uncertainty. Actual results may diffearfr those estimates.

If the fair value of the reporting unit is less thigs carrying value, an additional step is requit@ determine the implied fair value of good
associated with that reporting unit. The impliad #alue of goodwill is determined by first alldicey the fair value of the reporting unit to
of its assets and liabilities and then computing #xcess of the reporting usitfair value over the amounts assigned to the sss®
liabilities. If the carrying value of goodwill egeds the implied fair value of goodwill, such excespresents the amount of good
impairment and, accordingly, such impairment ioggtzed.

The decision to close a facility and exit a prodireé as well as lower expected growth than prejgcit one of the Corporation's rece
acquired reporting units in the office furnituregeeent were identified as a triggering event forpmses of londived asset and goodw
impairment testing during the second quarter of420As a result the Corporation recognized pregagdwill impairment expense &8.¢
million during the second quarter of 2014 . The aering net goodwill as of January 3, 2015 for tlegorting unit was $3 million .

As a result of the required annual impairment assest performed in the fourth quarter of 201de Corporation determined the fair value
different recently acquired reporting unit withhretoffice furniture segment was below its carryiadue. The decline in the estimated fair v
of this reporting unit was largely driven by lowtban expected operating performance in 2014. Thiggiions used in the impairment mc
reflected management's assumptions regarding revgrawth rates, economic and market trends, costtatre, investments required for si
force and operation transformation and other exgiects about the anticipated short-term and lmgy operating results of the reporting t
Based on the two-step analysis, the Corporatioarded a $13.9 milliogoodwill impairment charge in 2014, and there wasemaining ne
goodwill in the reporting unit as of January 3, 201Additionally, the Corporation tested the reaadity of the longhved assets, other th
goodwill, which included definitdéived intangibles assets consisting of customés sd trade names, and recorded an impairmengeh
$6.6 million .

Based on the results of the annual impairment ,télses Corporation concluded that no other goodimipairment existed apart from 1
impairment charges discussed above. For all otfarting units included in the annual twitiep impairment test except one, the estimate
value is significantly in excess of carrying vallde one reporting unit within the office furnitusegment that incurred an impairment ch
in the second quarter of 2014, exceeded is carmahge by approximately 2 percent as of the enfiso&l 2014.

For the office furniture reporting unit that exceddts carrying value by approximately 2 percetite Corporation assumed a discount ra
11.0 percent , near term growth rates ranging fnegative 4.1 percent to positive 11.0 percent arrainal growth rate of 3 percenthe fai
value model assumes continued positive economicentum and transformation of the reporting unitiiéhg sales and marketing initiativ
new product development and operational processading other assumptions constant a 100 basist rménease in the discount rate wc
result in a $2 million decrease in the estimatedvalue of the reporting unit and a 100 basis pdecrease in the lortgrm growth rate wou
result in a $1 milliordecrease in the estimated fair value of the repguinit. Either of these scenarios individually Webresult in the reportir
unit failing step one.

Assessing the fair value of goodwill includes, aguather things, making key assumptions for estingafuture cash flows and appropr
market multiples. These assumptions are subjeathigh degree of judgment and complexity. The Cation makes every effort to estim
future cash flows as accurately as possible wighifformation available at the time the forecastéseloped. However, changes in assump
and estimates may affect the estimated fair vafuereporting unit, and could result in an impaént charge in future periods. Factors
have the potential to create variances in the estichfair value of the reporting unit include b aot limited to economic conditions in
U.S. and other countries where the Corporationahpesence, competitor behavior, the mix of prodatts, commodity costs, wage rates
level of manufacturing capacity, the pricing enwingent and currency exchange fluctuations. In aafditestimates of fair value are impacte:
estimates of the market-participant derived weidl@eerage cost of capital.
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Additionally, the Corporation compared the estirdadggregate fair value of its reporting units sodverall market capitalization.
Goodwill of approximately $279 million remains dretconsolidated balance sheet as of the end af 2844 .

The Corporation also evaluates the fair value défimitedived trade names on an annual basis during thetf@uarter or whenever indicati
of impairment exists. The Corporation performesl fiscal 2014assessment of indefinite lived trade names durirgfourth quarter. Tl
estimate of the fair value of the trade names vesed on a discounted cash flow model using inphistwincluded: projected revenues fi
management’s lonterm plan, assumed royalty rates that could belgayfthe trade names were not owned and a didaat® As a result
the review performed in the fourth quarter of 20th4, Corporation determined the fair value of i@tle names exceeded the respective cal
value and, therefore no impairment was recordedarying value of all indefinite-lived trade nanm&sapproximately $41 milliomemains o
the consolidated balance sheet at the end of &k .

For all trade names except one, the estimated/ddile significantly exceeds carrying value. Onddéraame within the office furniture segrr
exceeded its carrying value by approximately 6 @erand had a carrying value of $11.2 millidror this trade name the Corporation asst
a discount rate of 13 percent , terminal growtle &Ht3 percent and a royalty rate of 2.5 percéfulding other assumptions constant, a nor
change in the discount rate or royalty rate cotiggyer an impairment.

The Corporation has definitered intangibles that are amortized over theiiireated useful lives. Impairment losses are recaghiif the
carrying amount of an intangible, subject to anzatibn, is not recoverable from expected futurddbsvs and its carrying amount exceed
fair value. As previously discussed, the Corporatiecorded a fourth quarter impairment charge o6 $#6illion for definitelived intangible
associated with a recently acquired office furrateeporting unit in 2014. Intangibles, net of atization, of approximately $141 millioare
included on the consolidated balance sheet ased#nild of fiscal 2014 .

Key to recoverability of goodwill, indefinite-livethtangibles and lontjved assets is the forecast of the speed and ruagnof the econom
recovery and its impact on future revenues, opggathargins and cash flows. Managemengtojection for the U.S. office furniture ¢
domestic hearth markets and global economic camditis inherently subject to a number of uncerfaittors, such as global econol
improvement, the U.S housing market, credit avditgband borrowing rates, and overall consumer fience. In the near term,
management monitors the above factors, it is plesginay change the revenue and cash flow prajestof certain reporting units, which n
require the recording of additional asset impairodrarges.

Self-insured reserves The Corporation is primarily self-insured or @@srhigh deductibles for general, auto, and prodiability; workers’
compensation; and certain employee health benéfite general, auto, product, and workessmpensation liabilities are managed v
wholly-owned insurance captive; the related ligigiti are included in the accompanying financiatesteents. As of January 3, 201%5host
liabilities totaled $29 million . The Corporatianpolicy is to accrue amounts in accordance with dbtuarially determined liabilities. T
actuarial valuations are based on historical inftiom along with certain assumptions about futwenés. Changes in assumptions for :
matters as the number or severity of claims, médist inflation, and magnitude of change in aceierience development could cause 1
estimates to change in the near term.

Stock-based compensatieThe Corporation measures the cost of employeecgsnm exchange for an award of equity instrumbated o
the grant-date fair value of the award and recagneost over the requisite service period. Theslted in a cost of approximatehg.6 millior
in 2014 , $7.5 million in 2013 and $6.4 million2012 .

Income taxes The provision for income taxes is determined ugimg asset and liability approach taking into act¢aywidance related
uncertain tax positions. Deferred income taxegaoeided for the temporary differences betweenfiti@ncial reporting basis and the tax b
of the Corporatiors assets and liabilities. The Corporation proviftastaxes that may be payable if undistributedneays of overse:
subsidiaries were to be remitted to the UnitedeStagxcept for those earnings that it considebgtpermanently reinvested.

Recent Accounting Pronouncements

In July 2013, the FASB issued accounting guidancthe financial statement presentation of an ungeieed tax benefit when

a net operating loss carryforward, or similar @ss|, or a tax carryforward exists. The guidanceefi@stive for annual

reporting periods beginning on or after December 28.3, and interim periods within those annualquks. The Corporation adopted
guidance effective December 29, 2013, the beginofrthe Corporation's 2014 fiscal year. The guidaditi not have a material impact on
Corporation's financial statements.
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In April 2014, the FASB issued accounting guidameeich changes the criteria for determining whiclspdisals can be presentec
discontinued operations and modifies related d&ole requirements. The guidance will be effectioe fiscal years beginning on or a
December 15, 2014 and interim periods within theseual periods with early adoption allowed. Thigdguce would impact the Corporatic
consolidated results of operations and financiabition only in the instance of a disposal undés tuidance.

In May 2014, the FASB issued accounting guidancehvbutlines a single comprehensive model for E#ito use in accounting for revel
arising from contracts with customers. The coregple of the revenue model is that an entity st@atognize revenue to depict the transf
promised goods or services to customers in an afrthahreflects the consideration to which the tgrgixpects to be entitled in exchange
those goods or services. The guidance will be gWedor fiscal years, and interim periods withlmose years, beginning after Decembe
2016. Early adoption is not permitted. The Corgorats currently evaluating the impact of adoptthg standard and the method of adof
on its financial statements.

Looking Ahead
Management remains optimistic about the officeiture and hearth markets and the Corporation's-teng prospects.
The Corporation remains focused on creating l@rgy shareholder value by growing its businessutiinoinvestment in building bran

product solutions and selling models, enhancingtitsng member-owner culture and remaining focusedts longstanding rapid continuo
improvement programs to build best total cost ateha enterprise.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

During the normal course of business, the Corpamaits subjected to market risk associated withrésierate movements. Interest rate
arises from our variable interest debt obligatioRer information related to the Corporation’s lelegm debt, refer to the LonBerm Deb
disclosure in the Notes to Consolidated Financiaté®nents filed as part of this report. The Caoamtion does not currently have any inte
rate swap agreements in place. The Corporation matesurrently have any significant foreign currgexposure.

The Corporation began using derivative instrumeatsnitigate the volatility of diesel fuel prices camelated fuel surcharges, and nc
speculate on the future price of diesel fuel, iriApf 2010. The hedging instruments consist ofedes of financially settled fixed forwe
contracts with expiration dates ranging up to tweatvonths. At January 3, 201%he effect on the consolidated balance sheetingignificant
The effect on the consolidated statement of inctiméhe year ended January 3, 2015 was an incirageerating expense of $0.1 million.

The Corporation is exposed to risks arising fromegpchanges for certain direct materials and askeotlnponents used in its operations.
most significant material purchases and cost fer @orporation are for steel, plastics, textiles,od/garticleboard and cartoning. St
aluminum and wood/wood related products are thet sigsificant raw material used in the manufactgrof products. The market price
plastics and textiles in particular are sensitivéhie cost of oil and natural gas. The cost ofdvparticleboard has been impacted by conti
downsizing of production capacity as well as inesgh volatility in input and transportation cosfdl of these materials are impac
increasingly by global market pressure. The Cafon works to offset these increased costs thrayighal sourcing initiatives, product re-
engineering and price increases on its productgekier, historically, margins have been negativefpacted due to the lag between
increases and the Corporatisrability to increase its prices. The Corporatiefieves future market price increases on its kesctimaterial
and assembly components are likely. Consequehtliigws the prospect of such increases as anatisk to the business.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DAT A

The financial statements listed under Item 15(aa¢id (2) are filed as part of this report and ao®iporated herein by reference.

The Summary of Unaudited Quarterly Results of Ogoema follows the Notes to Consolidated Financi@t&ments filed as part of this reg
and are incorporated herein by reference.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTA NTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure controls and procedures are designethsgare that information required to be disclosedhsyCorporation in the reports it files
submits under the Securities Exchange Act of 1984 {Exchange Act”)is recorded, processed, summarized and reporteédinvthe time
periods specified in the SE€tules and forms. Disclosure controls and proeeslare also designed to ensure information israatated an
communicated to management, including the Chiefcktree Officer and Chief Financial Officer, as appriate, to allow timely decisio
regarding required disclosures.

Under the supervision and with the participatiomanagement, the Chief Executive Officer and ChRiefincial Officer of the Corporati
have evaluated the effectiveness of the desigropathtion of the Corporation’s disclosure conteoisl procedures as defined in Rules 13a —
(e) and 15d — 15(e) under the Exchange Act. Adamiuary 3, 2015 and, based on their evaluation, the Chief ExeeuBfficer and Chie
Financial Officer have concluded these controls pratedures are effective. There have not beenchagges in the Corporatigninterna
control over financial reporting that occurred dgrithe fiscal quarter ended January 3, 28 have materially affected, or are reasor
likely to materially affect, the Corporation’s imt&l control over financial reporting.

Management’s annual report on internal control direancial reporting and the attestation reportref Corporatiors independent registel
public accounting firm are included in Item 15. kbits, Financial Statement Schedules of this repoder the headingd'anagement Repc
on Internal Control Over Financial Reporting” ariReport of Independent Registered Public Accounfimm,” respectively and manageme
annual report is incorporated herein by reference.

ITEM 9B. OTHER INFORMATION

None.
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PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORA TE GOVERNANCE

The information under the caption "Proposal NoElection of Directors" of the Corporation's Definé Proxy Statement on Schedule 14A
the Annual Meeting of Shareholders to be held oty Bla2015, is incorporated herein by reference. For infdromawith respect to executi
officers of the Corporation, see Table | - Execait®fficers of the Registrant included in Part tlué report.

Information relating to the identification of thedit committee and audit committee financial expdrthe Corporation is contained under
caption “Information Regarding the Board” of ther@arations Definitive Proxy Statement on Schedule 14A foe #nnual Meeting ¢
Shareholders to be held on May 5, 2015, and mrpurated herein by reference.

Code of Ethics

The information under the caption “Code of Busin€ssduct and Ethics” of the CorporatierDefinitive Proxy Statement on Schedule 14/
the Annual Meeting of Shareholders to be held oy Bla2015 , is incorporated herein by reference.

Compliance with Section 16(a) of the Exchange Act

The information under the caption "Section 16(ap&eial Ownership Reporting Compliance" of the @mation's Definitive Proxy Statem:
on Schedule 14A for the Annual Meeting of Sharebiddo be held on May 5, 2015 , is incorporate@ihdny reference.

ITEM 11. EXECUTIVE COMPENSATION

The information under the captions “Executive Conmgagion” and “Director Compensationf the Corporation's Definitive Proxy Statemen
Schedule 14A for the Annual Meeting of Shareholderise held on May 5, 2015 , is incorporated hebgimeference.

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

The information under the captions “Security Owhgrs and “Equity Compensation Plan Informatioof the Corporation's Definitive Pro
Statement on Schedule 14A for the Annual Meetingltdreholders to be held on May 5, 2015 , is inm@ied herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSAC TIONS, AND DIRECTOR INDEPENDENCE

The information under the captions “Information Beting the Board” andReview, Approval or Ratification of TransactionstliwRelate:
Persons” of the Corporation's Definitive Proxy 8taént on Schedule 14A for the Annual Meeting ofr8halders to be held on May 5, 2015
is incorporated herein by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information under the caption “Fees Incurred RoicewaterhouseCoopers LLP” of the CorporasoDefinitive Proxy Statement
Schedule 14A for the Annual Meeting of Shareholdeise held on May 5, 2015, is incorporated hebgimeference.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a)(1) Einancial Statements

The following consolidated financial statementstad Corporation and its subsidiaries included m @orporation's 201Annua
Report to Shareholders are filed as a part ofRleigort pursuant to Iltem 8:

Page
Management Report on Internal Control Over FindriReporting 38
Report of Independent Registered Public Accourfing 39
Consolidated Statements of Comprehensive IncominéoYears Ended January 3, 2015, December 28, 20d ®ecember 29, 2012 40
Consolidated Balance Sheets — January 3, 2015 aceniber 28, 2013 41
Consolidated Statements of Equity for the Yearsdeinthnuary 3, 2015, December 28, 2013 and Decez@b2012 42
Consolidated Statements of Cash Flows for the Yeéaded January 3, 2015, December 28, 2013 and Omere?f), 2012 43
Notes to Consolidated Financial Statements 44
Investor Information 71
(2) Einancial Statement Schedules
The following consolidated financial statement sttiie of the Corporation and its subsidiaries iacitéd:
Schedule Il Valuation and Qualifying Accounts for the Years Eddlanuary 3, 2015, December 28, 2013, and Decer
29, 2012 72

All other schedules for which provision is madetie applicable accounting regulation of the SECnataequired under the rela
instructions or are inapplicable and, thereforeehaeen omitted.

(b)  Exhibits

An exhibit index of all exhibits incorporated byfeeence into, or filed with, this Report appearsRage 73. The following exhib
are filed herewith:

Exhibit

(22) Subsidiaries of the Registrant
(23 Consent of Independent Registered Public Acéogrirm

(31.) Certification of the CEO Pursuant to Section 302hef Sarbanes-Oxley Act of 2002

(31.9) Certification of the CFO Pursuant to Section 80the Sarbanes-Oxley Act of 2002

(32.]) Certification of CEO and CFO Pursuant to 18 U.S€ction 1350, as Adopted Pursuant to Section 9@6ecBarbanes-

Oxley Act of 2002

101 The following materials from HNI Corporation's AradlReport on Form 10-K for the fiscal year endeauday 3, 2015

formatted in XBRL (eXtensible Business Reportingigaage) and furnished electronically herewithCnsolidated
Balance Sheets; (ii) Consolidated Statements offZehensive Income; (iii) Consolidated StatementSapfity; (iv)
Consolidated Statements of Cash Flows; and (iveslta Consolidated Financial Statements
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas duly caused this Annual Repol
Form 10-K to be signed on its behalf by the undgsil, thereunto duly authorized.

HNI Corporation

Date: February 27, 2015 By: /sl Stan A. Askren

Stan A. Askren
Chairman, President and CEO

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
registrant and in the capacities and on the datlisdted. Each Director whose signature appedosvtauthorizes and appoints Stan A. Asl
as his or her attorney-in-fact to sign and filehimor her behalf any and all amendments and gtestteve amendments to this report.

Signature Title Date
/sl Stan A. Askren Chairman, President and CEO, February 27, 201
Stan A. Askren Principal Executive Officer,

and Director

/sl Kurt A. Tjaden Vice President and Chief Financial February 27, 201
Kurt A. Tjaden Officer, Principal Financial Officer and
Principal Accounting Officer

/sl Mary H. Bell Director February 27, 201
Mary H. Bell
/sl Miguel M. Calado Director February 27, 201

Miguel M. Calado

/sl Cheryl A. Francis Director February 27, 201
Cheryl A. Francis

/sl James R. Jenkins Director February 27, 201
James R. Jenkins

/sl Dennis J. Martin Director February 27, 201
Dennis J. Martin

/sl Larry B. Porcellato Director February 27, 201
Larry B. Porcellato
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Signature

/sl Abbie J. Smith

Abbie J. Smith

/s/ Brian E. Stern

Brian E. Stern

/s/ Ronald V. Waters, Il

Ronald V. Waters, Ill

Lead Director

Director

Director

Title
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Management Report on Internal Control Over Financid Reporting

Management of HNI Corporation is responsible faalekshing and maintaining adequate internal cdraver financial reporting as defined
Rules 13a-15(f) and 15d-15(f) under the Securiigshange Act of 1934. HNI Corporati@ninternal control over financial reporting i
process designed to provide reasonable assuragaslig the reliability of financial reporting arige preparation of financial statements
external purposes in accordance with accountingcypies generally accepted in the United Statesrokrica. HNI Corporatiors interna
control over financial reporting includes thosettern policies and procedures that:

e pertain to the maintenance of records that, inaealsle detail, accurately and fairly reflect thengactions and dispositions of
assets of HNI Corporation;

« provide reasonable assurance that transactionseapeded as necessary to permit preparation ohdiah statements in accorda
with accounting principles generally accepted i tnited States of America, and that receipts amereditures of HNI Corporatic
are being made only in accordance with authorinatmf management and directors of HNI Corporatiom

e provide reasonable assurance regarding preventigimely detection of unauthorized acquisition, wsedisposition of assets tl
could have a material effect on the consolidatedrfcial statements.

Internal control over financial reporting includibe controls themselves, monitoring (including intd auditing practices), and actions take
correct deficiencies as identified.

Because of its inherent limitations, internal cohtsver financial reporting may not prevent or detamisstatements. Also, projections of
evaluation of effectiveness to future periods angject to the risk controls may become inadequatabise of changes in conditions, or
degree of compliance with the policies or procedunay deteriorate.

On October 1, 2014, the Corporation completed tipiigition of Vermont Castings Group as discussetthé Business Combination footn
to the Corporation's consolidated financial stateimeManagement excluded Vermont Castings Group fte assessment of the Corporati
internal control over financial reporting as it wasquired during the fiscal year. Vermont Casti@gsup is a whollypwned subsidiary, who
total assets and total revenues represent 6% andekifectively, of the consolidated financial stegat amounts as of and for the year e
January 3, 2015.

Management assessed the effectiveness of HNI Catipois internal control over financial reporting af January 3, 2015 Managemel
based this assessment on criteria for effectiverimatl control over financial reporting describedrnternal Control —Integrated Framewol
(2013)issued by the Committee of Sponsoring Organizatafrthe Treadway Commission. Managememtssessment included an evalui
of the design of HNI Corporation’s internal contmler financial reporting and testing of operatioafiectiveness of HNI Corporatios’
internal control over financial reporting. Managarh reviewed the results of its assessment withAhdit Committee of the Board
Directors.

Based on this assessment, management determinedJasuary 3, 2015HNI Corporation maintained effective internal trmh over financie
reporting.

The effectiveness of HNI Corporation’s internal toh over financial reporting as of January 3, 20b&s been audited
PricewaterhouseCoopers LLP, an independent regisfaiblic accounting firm, as stated in its repdrich appears herein.

February 27, 2015
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Shareholders of HNigo@ration:

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15{aj{fesent fairly, in all material respects,
financial position of HNI Corporation and its sultiaries (the “Corporation”) at January 3, 2015 &etember 28, 2013and the results
their operations and their cash flows for eachhef three years in the period ended January 3, ROEBnformity with accounting principl
generally accepted in the United States of Amerloaaddition, in our opinion, the financial statemh schedule listed in the index appee
under Item 15(a)(2) presents fairly, in all mater@spects, the information set forth therein whead in conjunction with the relal
consolidated financial statements. Also in ournapi, the Corporation maintained, in all materiepects, effective internal control o
financial reporting as of January 3, 2015 , basedciiteria established internal Control - Integrated Framework (2018sued by th
Committee of Sponsoring Organizations of the Tremd®ommission (COSO). The Corporation's managemaersponsible for these financ
statements and financial statement schedule, fantaiaing effective internal control over financieporting and for its assessment of
effectiveness of internal control over financiapogting, included in the Management Report on lmdéiControl Over Financial Reporti
appearing under Item 15. Our responsibility igtpress opinions on these financial statementthefinancial statement schedule, and ol
Corporation's internal control over financial rejoay based on our integrated audits. We conductedhudits in accordance with the stand
of the Public Company Accounting Oversight Boardifeld States). Those standards require that we guha perform the audits to obt
reasonable assurance about whether the finaneitdnseénts are free of material misstatement and hehetffective internal control ov
financial reporting was maintained in all matere$pects. Our audits of the financial statemantkided examining, on a test basis, evid
supporting the amounts and disclosures in the Gisdstatements, assessing the accounting prirscided and significant estimates mad
management, and evaluating the overall financiatestent presentation. Our audit of internal cdntneer financial reporting includ:
obtaining an understanding of internal control ofieancial reporting, assessing the risk that aemalt weakness exists, and testing
evaluating the design and operating effectivenégsternal control based on the assessed risk. &ddits also included performing such o
procedures as we considered necessary in the gtanoes. We believe that our audits provide a redse basis for our opinions.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranagiregthe reliability of financi:
reporting and the preparation of financial statetsidor external purposes in accordance with gelyesadcepted accounting principles.
companys internal control over financial reporting inclgddnose policies and procedures that (i) pertaithéomaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdmpany; (ii) provide reasonable assur
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdgth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withosizations of management
directors of the company; and (iii) provide readsleaassurance regarding prevention or timely deteaf unauthorized acquisition, use
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtwver financial reporting may not prevent or détmisstatements. Also, projections of
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, o
the degree of compliance with the policies or pdoces may deteriorate.

As described in the Management Report on Interoalti©l Over Financial Reporting, management hasueec Vermont Castings Group fri
its assessment of internal control over financégdarting as of January 3, 2015, because it wasirgechjby the Corporation in a purch
business combination during 2014. We have alscuded Vermont Castings Group from our audit of im&control over financial reportir
Vermont Castings Group is a wholbwned subsidiary, whose total assets and totahteserepresent 6% and 1%, respectively, of théee
consolidated financial statement amounts as ofanthe year ended January 3, 2015.

/sl PricewaterhouseCoopers LLP
Chicago, lllinois
February 27, 2015
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HNI CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amounts in thousands, except for per share data)

For the Years 201/ 201: 201z
Net sales $ 2,222,69° $ 2,059,96. $ 2,004,00:
Cost of products sold 1,438,49! 1,344,67. 1,314,771
Gross profit 784,20( 715,29:. 689,22°
Selling and administrative expenses 649,05! 606,51: 599,65¢
(Gain) loss on sale of assets (20,729 2,46( —
Restructuring and impairment charges 33,01¢ 33: 1,94¢
Operating income 112,84¢ 105,98 87,62’
Interest income 41¢ 62€ 84z
Interest expense 8,33¢ 9,90¢ 10,86¢
Income before income taxes 104,93: 96,701 77,60
Income taxes 43,77¢ 33,33¢ 29,27¢
Net income 61,15¢ 63,36¢ 48,32¢
Less: Net (loss) attributable to the noncontrgllinterest (31€) (319 (647)
Net income attributable to HNI Corporation $ 61,47. $ 63,68 $ 48,96
Net income attributable to HNI Corporation per coomshare — basic $ 137 $ 141 % 1.0¢
Weighted average shares outstanding — basic 44,759,71 45,250,66 45,211,38
Net income attributable to HNI Corporation per coomshare — diluted $ 1.3 % 1.3¢ $ 1.07
Weighted average shares outstanding - diluted 45,578,87 45,956,28 45,819,97
Foreign currency translation adjustments $ (691 $ (2,562) $ 264
Change in unrealized gains (losses) on marketaiglergies (net of tax) (44 (129 62
Change in pension and postretirement liabilty @rietx) (4,622 2,151 (70¢)
Change in derivative financial instruments (netzof) (989) 187 (20
Other comprehensive (loss) net of tax $ (6,340) $ (348 9 (402)
Comprehensive income 54,81: 63,02: 47,92«
Less: Comprehensive (loss) attributable to noncdlimg interest (31€) (319 (647)
Comprehensive income attributable to HNI Corporatio $ 55,13 $ 63,33t $ 48,56

The accompanying notes are an integral part ofdhesolidated financial statements.
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HNI CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Amounts in thousands of dollars and shares exgaptalue)

As of Year-end 201¢ 201z
Assets
Current Assets
Cash and cash equivalents $ 34,14 $ 65,03(
Short-term investments 3,052 7,251
Receivables, net 240,05: 228,71!
Inventories, net 121,79: 89,51¢
Deferred income taxes 17,31( 16,05
Prepaid expenses and other current assets 39,20¢ 26,66¢
Total Current Assets 455,55¢ 433,22¢
Property, Plant, and Equipment 311,00¢ 267,40:
Goodwill 279,31( 286,65"
Other Assets 193,45 147,42:
Total Assets $ 1,239,33. $ 1,134,70!

Liabilities and Shareholders’ Equity

Current Liabilities

Accounts payable and accrued expenses $ 453,75 $ 407,79¢
Note payable and current maturities of long-termt@ed capital lease
obligations 16C 484
Current maturities of other long-term obligations 3,41¢ 3,301
Total Current Liabilities 457,33: 411,58«
Long-Term Debt 197,73¢ 150,09:
Capital Lease Obligations — 10€
Other Long-Term Liabilities 80,35: 67,54
Deferred Income Taxes 89,41 68,96

Commitments and Contingencies

Shareholders’ Equity

Preferred stock - $1 par value — —
Authorized: 2,000
Issued: None

Common stock - $1 par value 44,16¢ 44,98:
Authorized: 200,000
Issued and outstanding: 2014 -44,166; 2013-44,982

Additional paid-in capital 867 16,72¢
Retained Earnings 374,92¢ 373,65:
Accumulated other comprehensive income (5,375 96&
Total HNI Corporation shareholders’ equity 414,58 436,32¢
Noncontrolling interest (86) 89
Total Equity 414,50: 436,41
Total Liabilities and Equity $ 1,239,33. $ 1,134,70!

The accompanying notes are an integral part ofcivesolidated financial statements.
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HNI CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EQUITY

Parent Company Shareholders’ Equity

Accumulate:
Additional Othel Non- Total
Commor Paidin Retaine: Comprehensiv controlling Shareholders
(Amounts in thousands) Stock Capita Earning: (Loss)/Incom Interes Equity
Balance, December 31, 2011 $ 44858 % 2427, $ 34821( $ 1,71¢ 265 % 419,32.
Comprehensive income:
Net income 48,96 (641) 48,32¢
Other comprehensive income (net of
tax) (402 (402)
Distributions to noncontrolling interest (129) (129
Change in ownership of noncontrolling
interest (199 801 607
Cash dividends; $0.95 per share (43,04) (43,04)
Common shares — treasury:
Shares purchased (800) (20,227 (21,02
Shares issued under Members’ Stock
Purchase Plan and stock awards 89¢ 16,091 16,99:
Balance, December 29, 2012 $ 4495 $ 20,150 $ 35394. $ 1,31z 301 $ 420,66(
Comprehensive income:
Net income (loss) 63,68 (319 63,36¢
Other comprehensive (loss) (net of t (34¢) (34¢)
Distributions to noncontrolling interest (167) (167)
Change in ownership of noncontrolling
interest (479 26¢ (210
Cash dividends; $0.96 per share (43,499 (43,49¢)
Common shares — treasury:
Shares purchased (740 (26,749 (27,489
Shares issued under Members’ Stock
Purchase Plan and stock awards 771 23,32: 24,09t
Balance, December 28, 2013 $ 4498. % 16,72¢ $ 373,65. $ 96& 89 $ 436,41
Comprehensive income:
Net income (loss) 61,47: (31¢€) 61,15¢
Other comprehensive (loss) (net of t (6,340 (6,340
Distributions to noncontrolling interest 5) 5)
Change in ownership of noncontrolling
interest (14¢€) 14€ —
Cash dividends; $0.99 per share (44,329 (44,329
Common shares — treasury:
Shares purchased (1,66¢€) (50,527) (15,720 (67,909
Shares issued under Members’ Stock
Purchase Plan and stock awards 85C 34,66( 35,51(
Balance, January 3, 2015 $ 44,166 % 867 $ 374,92¢ $ (5,37%) 86) $ 414,50:

The accompanying notes are an integral part ofcivesolidated financial statements.
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HNI CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands)

For the Years 2014 201z 2012
Net Cash Flows From (To) Operating Activities:
Net income $ 61,158 $ 63,36¢ $ 48,32¢
Noncash items included in net income:
Depreciation and amortization 56,72: 46,62 43,36(
Other postretirement and post-employment benefits 1,23¢ 1,30¢ 1,67¢
Stock-based compensation 8,59 7,451 6,43
Excess tax benefits from stock compensation (2,167 (2,217 (4,156
Deferred income taxes 14,65* 18,45 7,06(
Net (gain) loss on sale of long-lived assets (10,327 344 1,032
Loss on impairment of intangibles 29,38: — —
Loss on sale of business — 2,171 —
Stock issued to retirement plan 6,00¢ 5,352 4,86¢
Other — net 4,69:¢ 4,41¢ 2,557
Changes in working capital, excluding acquisitiowl @isposition:
Receivables 8,631 (21,029 (6,999
Inventories (23,43)) 1,60¢ 9,54¢
Prepaid expenses and other current assets (4,622 52¢€ (1,799
Accounts payable and accrued expenses 26,91( 25,86 27,53:
Income taxes (11,165 4,52¢ 4,66
Increase (decrease) in other liabilities 1,51¢ 6,22¢ 672
Net cash flows from (to) operating activities 167,79t 165,00: 144,77
Net Cash Flows From (To) Investing Activities:
Capital expenditures (74,327 (60,977 (39,479
Proceeds from sale of property, plant and equipment 16,36 421 1,182
Capitalized software (38,390 (17,919 (20,797
Acquisition spending, net of cash acquired (61,827 — (26,899
Purchase of investments (3,800 (1,109 (5,559
Sales or maturities of investments 7,77( 5,05 4,76:
Other — net 4) (891) 961
Net cash flows from (to) investing activities (154,210) (75,419 (85,81)
Net Cash Flows From (To) Financing Activities:
Purchase of HNI Corporation common stock (67,90¢) (27,489 (21,027
Withholding related to net share settlements oftgdpased awards (79 (1,599 (5,995
Proceeds from note and long-term debt 282,80t 157,96 148,84«
Payments of note and long-term debt and other €ingn (235,59) (163,529 (179,33)
Proceeds from sale of HNI Corporation common stock 18,46¢ 9,591 6,39¢
Excess tax benefits from stock compensation 2,161 2,211 4,15¢
Dividends paid (44,329 (43,499 (43,042
Net cash flows from (to) financing activities (44,477) (66,335 (89,999
Net increase (decrease) in cash and cash equivakent (30,88¢) 23,24¢ (31,030
Cash and cash equivalents at beginning of year 65,03( 41,78: 72,81
Cash and cash equivalents at end of year $ 34,14  $ 65,03( $ 41,78:

The accompanying notes are an integral part ofciesolidated financial statements.
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HNI CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements

Nature of Operations

HNI Corporation with its subsidiaries (the “Corptioa”) is a provider of office furniture and hearth protucBoth industries are reporta
segments; however, the Corporat®mffice furniture business is its principal lin€ business. Refer to Operating Segment Informatio
further information. Office furniture products aseld through a national system of dealers, whi#esand national office product distribut
and directly to endtser customers and federal, state and local gowartanDealers, wholesalers and national office yoctsddistributors are t
major channels based on sales. Hearth produchsdm@ full array of gas, wood and pellet burniimgdlaces, inserts, stoves, facings
accessories. These products are sold through@absystem of dealers and distributors, as welCarporatiorewned distribution and ret.
outlets. The Corporatiog’products are marketed predominantly in the Uriiedes and Canada. The Corporation exports saiedticts to
limited number of markets outside North Americangipally the Middle East, Mexico, Latin Americadthe Caribbean, through its exy
subsidiary and manufactures and markets officatfinmin Asia and India; however, based on salessd activities are not significant.

Summary of Significant Accounting Policies

Principles of Consolidation and Fiscal Y+~End

The consolidated financial statements include ttemants and transactions of the Corporation ansuibsidiaries. Intercompany accounts
transactions have been eliminated in consolidation.

The Corporation follows a 52/53 week fiscal yeaticllends on the Saturday nearest December 31.| fsaa2014 ended on January 3, 2015
2013 ended on December 28, 2013 ; and 2012 end&koember 29, 2012 . The financial statementdigoal year 2014 is on a 58eek
basis; fiscal 2013 and 2012 are on a 52-week ba$8-week year occurs approximately every sixtarye

Cash, Cash Equivalents and Investments

Cash and cash equivalents generally consist of @aghmoney market accounts. The fair value appratas the carrying value due to the s
duration of the securities. These securities haiginal maturity dates not exceeding three monfthise Corporation has shadfrm investmen
with maturities of less than one year and alsoilmaesstments with maturities greater than one yeauded in Other Assets on the Consolid
Balance Sheets. Management classifies investnemtsrketable securities at the time of purchaskraevaluates such classification at ¢
balance sheet date. Debt securities including morent and corporate bonds are classified as &laifarsale and stated at current ma
value with unrealized gains and losses included asparate component of equity, net of any reltagdeffect. The specific identificati
method is used to determine realized gains an@doss the trade date.

At January 3, 2015 and December 28, 2013, cash,eguivalents and investments consisted of thewoig:

Year-End 2014

Cash and cash  Short-term Long-term
(In thousands) equivalents investments investments
Held-to-maturity securities
Certificates of deposit $ — 8 252 % —
Available-for-sale securities
Debt securities — 2,80( 9,24(
Cash and money market accounts 34,144 — —
Total $ 34,14 $ 3,052 $ 9,24(

The amortized cost basis of the debt securitiesf danuary 3, 2015 was $12.0 million . Unrealizathg of $0.1 milliorand unrealized loss
of $0.0 million are recorded in accumulated oth@nprehensive income as of January 3, 2015 for tiebesecurities.
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Year-End 2013

Cash and cash  Short-term Long-term
(In thousands) equivalents investments investments
Held-to-maturity securities
Certificates of deposit $ — 3 251 $ —
Available-for-sale securities
Debt securities — 7,00( 9,11:
Cash and money market accounts 65,03( — —
Total $ 65,03C $ 7,251 $ 9,11:

The amortized cost basis of the debt securitiesf &3ecember 28, 2013 was $16.0 million . Unrealigaihs of $0.2 milliorand unrealize
losses of $0.1 million are recorded in accumulatiseér comprehensive income as of December 28, 01Bese debt securities.

Receivable:
Accounts receivable are presented net of allow&mcdoubtful accounts of $5.1 million and $6.2 moitl for 2014 and 2013respectively. Tk
allowance is developed based on several factolsdimg overall customer credit quality, historicatite-off experience, and specific acca
analyses projecting the ultimate collectabilitytbé account. As such, these factors may changetiore causing the reserve level to ac
accordingly.

Inventories

The Corporation valued 71% and 74% of its inventayythe LIFO method at January 3, 2015 and Dece@®e2013, respectively. Durin
2014, 2013 and 2012, inventory quantities were gedwat certain reporting units. This reductiorultes! in a liquidation of LIFO invento
quantities carried at lower costs prevailing iropsiears as compared with the cost of current paechases, the effect of which decreased
of goods sold by approximately $0.03 million , $t2lion and $0.8 millionin 2014, 2013 and 2012, respectively. If the FIF€hnd had be¢
in use, inventories would have been $28.0 milliowd &27.7 million higher than reported at Januarg@l5 and December 28, 2013
respectively.

Property, Plant and Equipme

Property, plant and equipment are carried at éogienditures for repairs and maintenance are erpeas incurred. Major improvements
materially extend the useful lives of the assetsaapitalized. Depreciation has been computedyusbia straightine method over estimat
useful lives: land improvements, 10 — 20 yearsidings, 10 — 40 years; and machinery and equipn8ntl2 years.

Long-Lived Assets

Long-ived assets are reviewed for impairment as eventhanges in circumstances occur indicating theuminof the asset reflected in
Corporations balance sheet may not be recoverable. An estiofaindiscounted cash flows produced by the asséte appropriate group
assets, is compared to the carrying value to détermvhether impairment exists. The estimates adr& cash flows involve considera
management judgment and are based upon assumphouns expected future operating performance. Theahcash flows could differ fro
managemen$ estimates due to changes in business conditipesating performance and economic conditions.eABapairment charg
recorded in connection with the Corporat®néstructuring activities are discussed in Re#frugy Related Charges. These assets include
estate, manufacturing equipment and certain otiked fassets. The Corporatisncontinuous focus on improving the manufacturingces
tends to increase the likelihood of assets beiptaced; therefore, the Corporation is regularlyleaing the expected lives of its equipn
and accelerating depreciation where appropriate.

Goodwill and Other Intangible Assets

The Corporation evaluates its goodwill for impaimh@n an annual basis during the fourth quartewbenever indicators of impairme
exist. The Corporation had nine reporting unitthimi its office furniture and hearth products opieg segments, which contained good
during the fourth quarter analysis. These repgrtimits constitute components for which discreteifiicial information is available a
regularly reviewed by segment management. Deténgnithe fair value of a reporting unit involves thse of significant estimates ¢
assumptions. Management bases its fair value gstsnom assumptions it believes to be reasonalbhe dime, but such assumptions are su
to inherent uncertainty. Actual results may difféarffom those estimates.

The Corporation also determines the fair valuendéfinite-lived trade names on an annual basisdutie fourth quarter or whenever
indication of impairment exists. The Corporatictimates the fair value of the trade names baseddiscounted
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cash flow model using inputs which included pragelctevenues from management’s long-term plan, assduoyalty rates that could be
payable if the trade names were not owned andcaulid rate. Determining the fair value of a tradene involves the use of significant
estimates and assumptions. Actual results mayrdiffen those estimates.

The Corporation has definite-livédtangibles, including capitalized software, whate amortized over their estimated useful livespdirmen
losses are recognized if the carrying amount ahemngible, subject to amortization, is not reca@de from expected future cash flows and its
carrying amount exceeds its fair value. Definiteetl intangibles, net of amortization, of approxiemats141 million are included in other asset:s
on the consolidated balance sheet as of the efiscaf 2014 .

See Goodwill and Other Intangible Assets footnotetrther information.

Product Warrantie:

The Corporation issues certain warranty policiesiterfurniture and hearth products that provide ffigpair or replacement of any cove
product or component failing during normal use loseaof a defect in design, materials or workmansRpserves have

been established for the various costs associdtbdive Corporation's warranty programs.

A warranty reserve is determined by recording ecifpereserve for known warranty issues and an tamtthl reserve for unknown claii
expected to be incurred based on historical clagxgerience. Actual claims incurred could diffeorfr the original estimates, requir
adjustments to the reserve. Activity associateti wiarranty obligations was as follows:

(In thousands) 201¢ 201z 201z
Balance at the beginning of the period $ 13,84( $ 13,05t $ 12,91(
Accrual assumed from acquisition 1,10¢ — 301
Accruals for warranties issued during the period 18,95: 21,87¢ 18,37(
Accrual related to pre-existing warranties 17z 10€ 432
Settlements made during the period (17,344 (21,199 (18,959
Balance at the end of the period $ 16,71¢  $ 13,84( $ 13,05¢

The portion of the reserve for estimated settlesiexpected to be paid in the next twelve months $&S million and $6.7 millioras o
January 3, 2015 and December 28, 20X¥8spectively, and are included in "Accounts pdsyand accrued expenses” in the Consolic
Balance Sheets. The portion of the reserve folesetints expected to be paid beyond one year was iilion and $7.1 million, as o
January 3, 2015 and December 28, 2013 , respectivadl are included in "Other Long-Term Liabilitiés the Consolidated Balance Sheets.

Revenue Recognitic

Sales of office furniture and hearth products ameegally recognized when title transfers and thksrand rewards of ownership have pass
customers. Typically title and risk of ownershigrtsfer when the product is shipped. In certaicuairstances, title and risk of ownership dc
transfer until the goods are received by the custoor upon installation and customer acceptanaefue includes freight chargec
customers; related costs are recorded in sellinga@ministrative expense. Rebates, discounts #ret marketing program expenses dire
related to the sale are recorded as a reductiaretcsales. Marketing program accruals requireutse of management estimates anc
consideration of contractual arrangements subgeittérpretation. Customer sales that achieveoarat achieve certain award levels can a
the amount of such estimates and actual resulls cliifer from these estimates.

Product Development Cos

Product development costs relating to developmémew products and processes, including signifidemgrovements and refinements
existing products, are expensed as incurred. Tbests include salaries, contractor fees, buildiogts, utilities and administrative fees.
amounts charged against income were $29.7 milfic20il4 , $27.3 million in 2013 and $26.9 million2812and were recorded in Selling ¢
Administrative Expenses on the Consolidated Statesnaf Income.

Freight Expens:

The Corporation records freight expense to custemar Selling and Administrative Expenses on the Sttidated Statements
Income. Amounts recorded were $131.0 million i120$123.8 million in 2013 and $122.1 million 612 .
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Stock-Based Compensation
The Corporation measures the cost of employeecg=rvin exchange for an award of equity instrumbased on the graate fair value of tf
award and recognizes cost over the requisite sepaciod. See the Stock-Based Compensation faofaofurther information.

Income Taxe

The Corporation uses an asset and liability apprahat takes into account guidance related to waicetax positions and requires
recognition of deferred tax assets and liabilittes the expected future tax consequences of evéras have been recognized in
Corporations financial statements or tax returns. Deferretrime taxes are provided to reflect differences beiwthe tax bases of assets
liabilities and their reported amounts in the fioiah statements. The Corporation provides for sasteat may be payable if undistribu
earnings of overseas subsidiaries were to be mhitb the United States, except for those earnihgsonsiders to be permaner
reinvested. There were approximately $31.4 mildbaccumulated earnings considered permanentlyested in China, Hong Kong and In
as of January 3, 2015 . The Corporation beliekeslt.S. tax cost on unremitted foreign earningsld/éae approximately $9.6 millioif the
amounts were not considered permanently reinveSieg the Income Tax footnote for further informadtio

Earnings Per Shar

Basic earnings per share are based on the weiglezdge number of common shares outstanding dthingear. Shares potentially issui
under stock options, restricted stock units and raom stock equivalents under the Corporation's dedlecompensation plans have k
considered outstanding for purposes of the diluegnings per share calculation. The following taldeonciles the numerators
denominators used in the calculation of basic dlutled! earnings per share (EPS):

(In thousands, except per share data) 201/ 201: 201z
Numerators:

Numerators for both basic and diluted EPS net ireattributable to parent $ 61,47. $ 63,68: $ 48,96

company
Denominators:

Denominator for basic EPS weighted- average comshanes outstanding 44,76( 45,25 45,21
Potentially dilutive shares from stock option plans 81¢ 70€ 60¢
Denominator for diluted EPS 45,57¢ 45,95¢ 45,82(
Earnings per share — basic $ 137 % 1.41 % 1.0¢
Earnings per share — diluted $ 1.3 % 1.3¢ % 1.07

Certain exercisable and non-exercisable stock ngtieere not included in the computation of diluERIS for fiscal years 2014 , 2013 &2@il -
because inclusion would have been anti-dilutivee fiumber of stock options outstanding, which rhist ¢riterion was 500,058 ; 769,384c
1,760,220 for 2014 , 2013 and 2012 , respectively.

Use of Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedhi@ United States requires manageme
make estimates and assumptions that affect the ris)oeported in the financial statements and acemyipg notes. The more signific
areas requiring use of management estimates redatdlowance for doubtful accounts, inventory reesr marketing program accru.
warranty accruals, accruals for self-insured meditams, workers’compensation, legal contingencies, general ligbditd auto insuran
claims, valuation of long-lived assets, and usk¥elk for depreciation and amortization. Actuauks could differ from those estimates.

Self-Insurance

The Corporation is primarily self-insured for gemlerauto and product liability, worker€ompensation, and certain employee hi
benefits. The general, auto, product and workesshpensation liabilities are managed using a whollyned insurance captive; the rele
liabilities are included in the accompanying coidatked financial statements. As of January 3, 201these liabilities totaledb28.¢
million . The Corporatiors policy is to accrue amounts in accordance withabttuarially determined liabilities. The actubvialuations ar
based on historical information along with certagsumptions about future events. Changes in assumsgdor such matters as legal actit
medical cost inflation and magnitude of changeciual experience development could cause thesaatsts to change in the future.
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Foreign Currency Translatior

Foreign currency financial statements of foreigeragions where the local currency is the functionatency are translated using exche
rates in effect at period end for assets and Itssland average exchange rates during the pésiogsults of operations. Related transle
adjustments are reported as a component of ShdexsbEquity. Gains and losses on foreign currdramysactions are included in thgéellinc
and administrative expenses” caption of the Codatéid Statements of Income.

Reclassification:
Certain reclassifications have been made withirfab&notes to conform to the current year presemat

Recent Accounting Pronounceme

In July 2013, the FASB issued accounting guidancthe financial statement presentation of an urgeized tax benefit when

a net operating loss carryforward, or similar t@ss), or a tax carryforward exists. The guidanceefiggtive for annual

reporting periods beginning on or after December 283, and interim periods within those annualqus. The Corporation adopted
guidance effective December 29, 2013, the beginofrthe Corporation's 2014 fiscal year. The guidaditi not have a material impact on
Corporation's financial statements.

In April 2014, the FASB issued accounting guidameeich changes the criteria for determining whiclspdisals can be presentec
discontinued operations and modifies related d&ole requirements. The guidance will be effectioe fiscal years beginning on or a
December 15, 2014 and interim periods within thexseual periods with early adoption allowed. Thigdgance would impact the Corporatic
consolidated results of operations and financiabition only in the instance of a disposal undés guidance.

In May 2014, the FASB issued accounting guidancehvbutlines a single comprehensive model for E#ito use in accounting for revel
arising from contracts with customers. The coregple of the revenue model is that an entity st@atognize revenue to depict the transf
promised goods or services to customers in an afrthahreflects the consideration to which the tgrgixpects to be entitled in exchange
those goods or services. The guidance will be gWedor fiscal years, and interim periods withlmose years, beginning after Decembe
2016. Early adoption is not permitted. The Corgorats currently evaluating the impact of adoptthg standard and the method of adof
on its financial statements.

Restructuring and Impairment Charges

During 2014, the Corporation made the decisionddse three office furniture manufacturing faogilocated in Florence, Alabama; Chici
lllinois and Nalagarh, India and consolidate prdarcinto existing office furniture manufacturingdilities. In connection with these decisi
the Corporation recorded $8.8 million of pre-tavades which included $5.2 millioof accelerated depreciation on machinery and ecgriy
recorded in cost of sales and $3.6 millmfrseverance and facility exit costs which wereorded as restructuring charges during the year
closures and consolidations of these facilitiesxigected to be substantially completed by the djustrter of 2015. The Corporation anticip.
additional restructuring costs of approximatelyrillion related to these closures during 2015.

During 2011, the Corporation made the decisionramdition out of its Lithia Springs, Georgia offiferniture distribution center and 1
transition was completed in fourth quarter 201 2adidition, during 2011, the Corporation made th&dgien to consolidate some office furnit
manufacturing production from its Hickory, Northr@lna facility into its Wayland, New York facilityDuring 2012, the Corporation recort
current period charges which included $0.3 millafraccelerated depreciation of machinery and eqeigmecorded in cost of sales aBtlt
million of severance and facility exit costs reaatdhs restructuring costs. These included impaitmileasehold improvements $0.2 millior
which was a non-cash transaction.

During 2010, the Corporation completed the shutdofvan office furniture facility in South Gate, @afnia and consolidated production i

existing office furniture manufacturing facilitie®uring 2012 and 2013, the Corporation incurredd$@illion and $0.3 millionof curren
period charges due to ongoing costs related t@antduilding recorded as restructuring costs,aetsygely.
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The following table summarizes the restructuringraal activity since the beginning of fiscal 2012 .

Facility
Severance Termination &

(In thousands) Costs Other Costs Total

Restructuring reserve at December 31, 2011 $ 1,06¢ $ 31 $ 1,09¢
Restructuring charges (31€) 2,107 1,791
Cash payments (560) (2,120 (2,680
Restructuring reserve at December 29, 2012 $ 192 $ 18 $ 21C
Restructuring charges (8) 341 333
Cash payments (13%) (359 (48¢)
Restructuring reserve At December 28, 2013 $ 48 % 6 $ 55
Restructuring charges 2,93: 70t 3,63¢
Cash Payments (1,769 (711 (2,480)
Restructuring reserve At January 3, 2015 $ 1,217 % — $ 1,21

The Corporation recorded $29.4 million of goodvaitid long-lived asset impairments in 2014 includedhie ‘Restructuring and Impairme
Charges” line item on the Consolidated Statemeilisoome. See Goodwill and Other Intangible As$eténote for more information.

Business Combinations

The Corporation completed the acquisition of VerimBasting Group, a leading manufacturer of fsegding hearth stoves and fireplace
expand its available product offerings, on Octobe2014 for a purchase price of approximately $68ilion in an all cash transaction. 1
Corporation will finalize the allocation of purcleaprice during the first half of 2015 based on [fimarchase price and fair value adjustme
Based on the preliminary allocation there were axipnately $23.3 millionof intangible assets other than goodwill associatéth this
acquisition with estimated useful lives rangingnfrdive to fifteenyears with amortization recorded on a straight l@sis based on t
projected cash flow associated with the respedtitangible assets’ existing relationship. There apgroximately $15.7 millioof preliminary
goodwill associated with this acquisition assigt@the hearth products segment. The goodwill isdeatuctible for income tax purposes.

The Corporation completed the acquisition of 97 8%the capital stock of BP Ergo Limited, a leadimgnufacturer and marketer of oft
furniture in India, on August 13, 2012 for a pursdarice of approximately $25.5 million and assuampbdf $4.1 million of shorterm ban
debt. BP Ergo goes to market through a nationalowt of sales branches and dealers supported byntamufacturing locations. There w
approximately $9.8 million of intangibles other thgoodwill associated with this acquisition withtiiested useful lives of tegears witl
amortization recorded on a straight line basis thame the projected cash flow associated with thepeetive intangible assets' exis
relationship. There was approximately $15.9 millafrgoodwill associated with this acquisition asgdro the office furniture segment. ~
goodwill is not deductible for tax purposes. Théeirenbalance of goodwill as well as the remainiradabnce of the definitbved intangible
assets, was impaired during the fourth quartei0d#2 As of January 3, 2015 the Corporation own5%%f the capital stock of BP Ergo.

The Corporation completed the acquisition of thdélepestove business of Dansons, Inc. on August Z8,2 for a purchase price
approximately $1.5 million . There were approxinhatkl.4 million of intangible assets other than goodwill associatithl this acquisition wit
estimated useful lives of eight years with amotiararecorded based on the projected cash flowc#stsal with the respective intangible asset:
existing relationship.

The results of the acquired businesses have beduded in the Consolidated Financial Statementsesithe date of acquisition and
immaterial to the consolidated net sales for 20iditherefore, no pro forma presentation has beeviged.

Supplemental Cash Flow Information

The Corporation had certain non-cash operatingimvebting activities related to accrued purchasgeaperty and equipment &3.9 millior
and $3.8 million and capitalized software of $2.ifliom and $1.1 million at January 3, 2015 and Daber 28, 2013 , respectively.

Cash payments for interest and income taxes cexsigtthe following:
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(In thousands) 2014 2013 2012

Interest paid (net of capitalized interest) $ 8,301 $ 9,90¢ $ 10,86
Income taxes paid $ 36,637 $ 9,57¢ $ 13,40
Inventories
(In thousands) 201¢ 201:
Finished products $ 65,12t $ 51,99:
Materials and work in process 84,67 65,24"
LIFO reserve (28,017 (27,727)

$ 121,79: $ 89,51¢

Property, Plant, and Equipment

(In thousands) 201« 201z
Land and land improvements $ 27,32¢ $ 27,46"
Buildings 298,17( 284,48:
Machinery and equipment 492,64t 470,74¢
Construction and equipment installation in progress 27,70« 24,20¢
845,84¢ 806,90¢

Less: accumulated depreciation 534,84: 539,50!
$ 311,00¢ $ 267,40:

Total depreciation expense was $46.1 million , $3#6illion and $34.1 million in 2014 , 2013 and 2QXr2spectively.

Goodwill and Other Intangible Assets

The Corporation evaluates its goodwill for impaimh@n an annual basis during the fourth quartewbenever indicators of impairme
exist. The Corporation had nine reporting unit¢himi its office furniture and hearth products opieig segments, which contained good
during the fourth quarter analysis. These repgrtimits constitute components for which discretwairiicial information is available a
regularly reviewed by segment management. Theumtng standards for goodwill permit entities fostf assess qualitative factors
determine whether it is more likely than not thie f@lue of a reporting unit is less than its cargyamount as a basis for determining whett
is necessary to perform a tvetep goodwill impairment test. The Corporation dint elect to use the qualitative assessment in .20lh¢
Corporation performed a twstep goodwill impairment test for all reporting tailn estimating the fair value of its reportingits, the
Corporation relied on an average of the income @t and the market approach. In the income apprdhe estimate of fair value of e:
reporting unit is based on managementrojection of revenues, gross margin, operatiostscand cash flows considering historical
estimated future results, general economic and ebtarinditions as well as the impact of planned &8 and operational strategies.
valuations employ present value techniques to nmedair value and consider market factors. Inrtterket approach, the Corporation utili
the guideline company method, which involved calting valuation multiples based on operating datanf guideline publiclytradec
companies. These multiples were then applied tofgerating data for the reporting units and adpi$te factors similar to those used in
discounted cash flow analysis. Management belitvesissumptions used for the impairment test ansistent with those utilized by a matr
participant in performing similar valuations of fsporting units. Management bases its fair valstémates on assumptions they believe 1
reasonable at the time, but such assumptions hjecstio inherent uncertainty. Actual results ndéfer from those estimates.

If the fair value of the reporting unit is lessthigs carrying value, an additional step is requiie determine the implied fair value of goodwill
associated with that reporting unit. The impliad ¥alue of goodwill is determined by first allditey the fair value of the reporting unit to all
of its assets and liabilities and then computirgggkcess of the reporting unit’s fair value over #imounts assigned to the assets and
liabilities. If the carrying value of goodwill egeds the implied fair value of goodwill, such exce=presents the amount of goodwill
impairment and, accordingly, such impairment ioggtzed.

The decision to close a facility and exit a prodireé as well as lower expected growth than prejgcit one of the Corporation's rece
acquired reporting unit in the office furniture weidentified as a triggering event for purposedoofived asset and goodwill impairmt
testing during the second quarter of 2014 . Assaltethe Corporation recognized pre-tax goodwilpairment
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expense of $8.9 million during the second quarfe2014 . The remaining net goodwill as of Januarg@®L5 for this reporting unit w&3.(
million .

As a result of the required annual impairment assest performed in the fourth quarter of 201de Corporation determined the fair value
different recently acquired reporting units withthre office furniture segment was below its carryirajue. The decline in the estimated
value of this reporting unit was largely driven loyver than expected operating performance in 204 frojections used in the impairm
model reflected management's assumptions regarelrggnue growth rates, economic and market trermds, structure, investments required
sales force and operation transformation and atkpectations about the anticipated short-term andterm operating results of the report
unit. Based on the two-step analysis, the Corpamatcorded a $13.9 million goodwill impairment gi&in 2014, and there was no remain
net goodwill in the reporting unit as of January2B15 . Additionally, the Corporation tested theoeerability of the londived assets, oth
than goodwill, which included definitidred intangible assets consisting of customes lestd trade names, and recorded an impairmenta
of $6.6 million .

Based on the results of the annual impairment ,téises Corporation concluded that no other goodimipairment existed apart from 1
impairment charges discussed above. For all remptthits included in the annual tvetep impairment test except one, the estimatedsédir
is significantly in excess of carrying value. Theeaeporting unit within the office furniture segméhat incurred an impairment charge in
second quarter of 2014, exceeded its carrying ayuspproximately 2 percent as of the end of fitdl4 .

For the office furniture reporting unit that exceddts carrying value by approximately 2 percetite Corporation assumed a discount ra
11.0 percent , near term growth rates ranging fnegative 4.1 percent to positive 11.0 percent arrainal growth rate of 3 percenthe fai
value model assumes continued positive economicentum and transformation of the reporting unitiiéhg sales and marketing initiativ
new product development and operational processading other assumptions constant a 100 basist irménease in the discount rate wc
result in a $2 million decrease in the estimatedvalue of the reporting unit and a 100 basis pdecrease in the lortigrm growth rate wou
result in a $1 milliordecrease in the estimated fair value of the repguinit. Either of these scenarios individually Wbresult in the reportir
unit failing step one.

Assessing the fair value of goodwill includes, aguather things, making key assumptions for estingafuture cash flows and appropr
market multiples. These assumptions are subjeathigh degree of judgment and complexity. The Cation makes every effort to estim
future cash flows as accurately as possible wighifformation available at the time the forecastéseloped. However, changes in assump
and estimates may affect the estimated fair vafudereporting unit, and could result in an impaént charge in future periods. Factors
have the potential to create variances in the estichfair value of the reporting unit include b aot limited to economic conditions in
U.S. and other countries where the Corporationahpesence, competitor behavior, the mix of prodatts, commodity costs, wage rates
level of manufacturing capacity, the pricing enwingent and currency exchange fluctuations. In aafditestimates of fair value are impacte:
estimates of the market-participant derived weidl@eerage cost of capital.

Additionally, the Corporation compared the aggredair value of its reporting units to its ovenalarket capitalization.

The Corporation also owns trade names having aateé of $41 million as of January 3, 2015 , $41liom as of December 28, 2013 , ah4ll
million as of December 29, 2012 . The Corporatealuates the fair value of indefiniiged trade names on an annual basis during theh
quarter or whenever indication of impairment exisithe Corporation performed its fiscal 204dsessment of indefinite lived trade na
during the fourth quarter. The estimate of the falue of the trade names was based on a discogasdd flow model using inputs wh
included: projected revenues from managementg-term plan, assumed royalty rates that could belgayhthe trade names were not ow
and a discount rate. As a result of the reviewgpered in the fourth quarter of 2014he Corporation determined the fair value oftedbe
names exceeded the respective carrying value la@fore no impairment was recorded.

For all trade names except one, the estimatedsédire is significantly in excess of carrying val@ne trade name within the office furnit
segment, exceeded its carrying value by approxigméteercent and had a carrying value of $11.2iamill For this trade name the Corpora
assumed a discount rate of 13 percent , termimalthrrate of 3 percent and a royalty rate of 2 @et. Holding other assumptions constai
nominal change in the discount rate or royalty catgld trigger an impairment.
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The table below summarizes amortizable definitediintangible assets, which are reflected in Oftssets in the Corporatiosn’Consolidate
Balance Sheets:

(In thousands) 201« 201z
Patents $ 18,94 $ 18,90¢
Less: accumulated amortization 18,72 18,68t
Net patents 221 22C
Software 93,34 52,77¢
Less: accumulated amortization 17,71 14,38(
Net software 75,63: 38,39¢
Customer lists and other 125,09! 110,60¢
Less: accumulated amortization 59,74 54,59:
Net customer lists and other 65,35: 56,017
Net intangible assets $ 141,20* $ 94,63

The Corporation recorded an impairment charge o6 $6illion to adjust the customer list and trade names adedcigith a small offic
furniture reporting unit to fair market value asalissed above.

Amortization expense for capitalized software f@12 , 2013 and 2012 , was $3.3 million , $2.9 williand $1.9 million, respectively
Amortization expense for all other definite-liveatangibles for 2014 , 2013 and 2012 , was $7.2ianil| $7.4 million and $7.0 million
respectively. All amortization expense was recorigie8elling and Administrative Expenses on the @tidated Statements of Income. Bz
on the current amount of intangible assets sultjeatnortization, the estimated amortization expdaseach of the following five fiscal ye:
is as follows:

(in millions) 201¢ 201¢ 2013 201¢ 201¢
Amortization expense $ 105 % 147 % 14.C % 136 $ 13.

The occurrence of events such as acquisitionspslispns or impairments in the future may resuitlimnges to amounts.
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The changes in the carrying amount of goodwill siBecember 29, 2012 , are as follows by reportaggrent:

Office Hearth
(In thousands) Furniture Products Total
Balance as of December 29, 2012
Goodwill 151,66: 166,18t 317,85(
Accumulated impairment losses (29,359 (143 (29,507
122,30: 166,04! 288,34
Foreign currency translation adjustment (1,697 — (1,699
Balance as of December 28, 2013
Goodwill 149,96¢ 166,18t 316,15
Accumulated impairment losses (29,359 (149 (29,507)
120,61( 166,04! 286,65!
Goodwill acquired during the year — 15,71 15,71
Impairment losses (22,80:) — (22,807)
Foreign currency translation adjustment (25€) — (256€)
Balance as of January 3, 2015
Goodwill 149,71: 181,90: 331,61
Accumulated impairment losses (52,162 (143 (52,309
$ 97,55: $ 181,75¢ $ 279,31(

The goodwill increases relate to acquisitions catgul. See the Business Combinations note. Theas in goodwill in the office furnitt
segment in 2014 were due to the impairment chatgssribed above.

Accounts Payable and Accrued Expenses

(In thousands) 201¢ 201:
Trade accounts payable $ 224,02t $ 199,88¢
Compensation 46,61¢ 40,07:
Profit sharing and retirement expense 27,95¢ 23,68t
Marketing expenses 39,17¢ 37,29:
Freight 15,53 15,68:
Other accrued expenses 100,44 91,17¢

$ 453,75 $ 407,79¢
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Long-Term Debt

(In thousands) 201¢ 201z
Note payable to bank, revolving credit facility kvinterest at a variable rate

(2014 - 1.8%) $ 47,70C $ —
Senior notes due in 2016 with interest at a fixate of 5.54% per annum. 150,00( 150,00(
Other notes and amounts 91 45k
Total debt 197,79: 150,45!
Less: current portion 55 364
Long-term debt $ 197,73t $ 150,09:

Aggregate maturities of long-term debt are as fadlo
(In thousands)

2015% 55
2016 197,73t
2017 —
2018 —
2019 —
Thereafter $ —

On September 28, 2011, the Corporation, certaisidiginies of the Corporation, certain lenders arell$Fargo Bank, National Association
administrative agent, entered into an Amended agstd®ed Credit Agreement (the "Credit Agreemenitt)e Credit Agreement amended
restated the Corporation's existing revolving dréatility dated June 11, 2010.

The Corporation increased its borrowing capacitsteurthe Credit Agreement from $150 million to $260ion and has the option to incre.
its borrowing capacity by an additional $100 millioThe Corporation also extended the term of thistiag

Facility under the Credit Agreement from June 1014 to the earlier of (i) September 28, 2016 ttife date 90 days prior to the maturity «
of the Corporation's senior notes (April 6, 20K)hject to certain exceptions.

The Corporation effectively decreased (i) intepestable under the Credit Agreement by reducingtreentage spread applicable
to both alternate base rate and traditional LIB@®lving loans and (ii) the quarterly commitmerd feayable by decreasing the
rate range depending on the Corporation's congetidaverage ratio.

Amounts borrowed under the Credit Agreement maybberowed, repaid and reborrowed from time to timiéwe Corporation pa
approximately $1.2 million of debt issuance coktt tire being amortized straight-line over the tefrthe Credit Agreement. As dénuary :
2015, $47.7 milliorwas outstanding under the revolving credit facilayl of which was classified as long term as thegp@ration does n
expect to repay the borrowings within a year.

On April 6, 2006, the Corporation refinanced $150iom of borrowings outstanding under a revolviagedit facility with 5.54% percent ten-
year unsecured Senior Notes due in 2016 issuedghrthe private placement debt market. Interegtneats are due se-annually on April
and October 1 of each year and the principal isid@elump sum in 2016.

Certain of the above borrowing arrangements inclooeenants which limit the assumption of additiodabt and lease obligations. ~
Corporation has been, and currently is, in compkawith the covenants related to these debt agmsméhe fair value of the Corporatian’
outstanding variable rate long-term debt obligatian year-end 2014 approximates the carrying valle fair value of the Corporatian’
outstanding fixed rate long-term debt obligatiom&stimated based on discounted cash flow methede(l2) to be $154 million alanuary :
2015, slightly above the carrying value of $15@iomi .
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Income Taxes

Significant components of the provision for incotages including those related to noncontrollingiast and discontinued operations ai

follows:

(In thousands) 201« 201z 201z
Current:
Federal 22,73t $ 12,077 $ 19,13:
State 4,628 1,03¢ 2,46(
Foreign 972 2,15: 1,17t
Current provision 28,33 15,26¢ 22,767
Deferred:
Federal 13,69: 16,61« 6,69:
State 2,01 2,55¢ 602
Foreign (262) (2,200 (789
Deferred provision 15,44: 18,07: 6,511
43,77¢ $ 33,33t $ 29,27¢

The differences between the actual tax expensésanekpense computed at the statutory U.S. Fetierahte are explained as follows:

201« 201: 201z
Federal statutory tax expense 36,83t $ 33,957 % 27,38¢
State taxes, net of federal tax effect 4,11¢ 2,46¢ 2,16¢
Credit for increasing research activities (2,56¢) (1,339 —
Deduction related to domestic production activities (1,757 (1,396 (1,199
Valuation allowance 2,47¢ — —
Goodwill Impairment 4,29¢ — —
Uncertain tax positions 1,09¢ 773 611
Other — net (729 (1,127 30¢
Total income tax expense 43,77¢ % 33,33t % 29,27¢

Deferred income taxes reflect the net tax effe€teemporary differences between the carrying amowfitassets and liabilities for financ
reporting purposes and the amounts used for in¢arpurposes.
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Significant components of the Corporation’s deféitiax liabilities and assets are as follows:

(In thousands) 201¢ 201z
Net long-term deferred tax liabilities:
Compensation 7,06¢ 5,30¢
Stock-based compensation 9,90¢ 8,911
Accrued post-retirement benefit obligations 6,341 5,97
OClI tax effected items 3,88 1,23(
Warranty Accrual 3,09¢ 2,72
Other — net 4,19¢ 2,34¢
Total long-term deferred tax assets 34,49: 26,48¢
Goodwill (80,36¢) (74,43¢)
Tax over book depreciation $ (41,770 $ (20,08))
Total long-term deferred tax liabilities (122,136 (94,517
Valuation allowance (1,769 (93¢€)
Total net long-term deferred tax liabilities (89,417 (68,964
Net current deferred tax assets:
Allowance for doubtful accounts 1,24( 1,85¢
Vacation accrual 3,87t 3,70¢
Inventory differences 5,691 3,69¢
Marketing accrual 1,45¢ 1,315
Warranty accrual 2,92¢ 2,412
Compensation 9,751 7,821
Other — net 6,57¢ 7,371
Total current deferred tax assets 31,51¢ 28,18:
Deferred income (4,836 (4,14%)
Prepaids (7,729 (7,339
Total current deferred tax liabilities (12,560) (11,487
Valuation allowance (1,645 (643)
Total net current deferred tax assets 17,31( 16,05
Net deferred tax (liabilities) assets $ (72,10) $ (52,919

At January 3, 2015 , the Corporation has approxtp&9.7 million of U.S. state tax net operatingdes and $2.6 million of U.S. state tax
credits which expire over the next twenty years.

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

(in thousands) 201¢ 201z
Unrecognized tax benefits, beginning of period $ 2,80¢ $ 2,92i
Increases in positions due to purchase accounting 40C —
Increases (decreases) in positions taken in a pedod 40€ 15€
Decreases in positions taken in a prior period (129 (135)
Increases in positions taken in a current period 1,422 791
Decrease due to settlements — —
Decrease due to lapse of statute of limitations (662) (930)
Unrecognized tax benefits, end of period $ 425 $ 2,80¢
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The amount of unrecognized tax benefits which wamdpgact the Corporation’s effective tax rate, if@gnized, was $4.2 million danuary :
2015, $2.7 million at December 28, 2013 and $2lBom at December 29, 2012 .

The Corporation recognized interest accrued relétednrecognized tax benefits in interest expens# [genalties in operating exper
consistent with the recognition of these items fiiipreporting. Interest and penalties recogniethe Consolidated Statements of Inc
were immaterial. The Corporation had recordedhkility for interest and penalties related to ungrized tax benefits of $0.2 million $0.z
million and $0.3 million as of January 3, 2015 cBmber 28, 2013 , and December 29, 2012 , respbctiv

Tax years 2011 through 2014 remain open for exainmay the Internal Revenue Service ("IRS"). TQerporation is currently unc
examination in various state jurisdictions, of whiears 2009 through 2014 remain open to examimatio

As of January 3, 2015it is reasonably possible the amount of unrecaghitax benefits may increase or decrease witldrnvielve montr
following the reporting date. These increasesemrehses in the unrecognized tax benefits wouldukeeto new positions that may be take|
income tax returns, settlement of tax positions #madclosing of statutes of limitation. It is netpected any of the changes will be mat
individually or in total to the results or finantj@osition of the Corporation.

Deferred income taxes are provided to reflect diffiees between the tax basis of assets and liebibind their reported amounts in
financial statements. The Corporation providestéoes that may be payable if undistributed earnioigsverseas subsidiaries were tc
remitted to the United States, except for thosaiegs it considers to be permanently reinvesteardwvere approximately $31.4 milliaf
accumulated earnings considered permanently reedés Canada, China, and Hong Kong as of Janua@1%. The Corporation believes 1
U.S tax cost on unremitted foreign earnings woddpproximately $9.6 million if the amounts weré cansidered permanently reinvested.

Derivative Financial Instruments

The Corporation uses derivative financial instrutaen reduce its exposure to adverse fluctuationdieésel fuel. On the date a derivativ
entered into, the Corporation designates the d@érevas (i) a fair value hedge, (i) a cash flondge, (iii) a hedge of a net investment
foreign operation, or (iv) a risk management instemt not designated for hedge accounting. The @atjon recognizes all derivatives or
Consolidated Balance Sheets at fair value.

Diesel Fuel Risl

The Corporation uses independent freight carrierddiver its products. These carriers chargeGbgooration a basic rate per mile the
subject to a mileage surcharge for diesel fuelepiicreases. The Corporation entered into varittbfexed rate commodity swap agreem:
beginning in April 2010 with two financial countempies to manage fluctuations in fuel costs. TlepGration will hedge approximate§0%
of its diesel fuel requirements for the next twetwenths. The Corporation uses the hedge agreerteentitigate the volatility of diesel fu
prices and related fuel surcharges, and not tousgecon the future price of diesel fuel. The hedgreements are designed to add stabil
the Corporation's costs, enabling the Corporatiomake pricing decisions and lessen the economp@adémof abrupt changes in diesel
prices over the term of the contract. The hed@istruments consist of a series of financially Isdtfixed forward contracts with expirati
dates ranging up to twelve months. The contraate tbeen designated as cash flow hedges of futaseldourchases, and as such, the
amount paid or received upon monthly settlementeésrded as an adjustment to freight expenseewhé effective change in fair value
recorded as a component of accumulated other cdrapsé/e income in the equity section of the Corpionegs Consolidated Balance Sheets.

As of January 3, 2015 , $0.9 milliai deferred net loss, net of tax, included in eg(iAccumulated other comprehensive income (loss}he

Corporation's Consolidated Balance Sheets) rekatd¢de diesel hedge agreements, are expected reclaessified to current earnings ("Sell
and administrative expense" in the Corporation'ssobdated Statements of Income) over the nextvsvelionths.

-57 -




Table of Contents
The location and fair value of derivative instrunsereported in the Corporation's Consolidated Bada®heets are as follows (in thousands):

Asset (Liability) Fair Value

Balance Sheet Location 2014 2013
Diesel fuel swap Prepaid expenses and other current assets — 17¢€
Diesel fuel swap Accounts payable and accrued expenses (1,379 —
$ (1,379 $ 17€

The effect of derivative instruments on the Corfioreés Consolidated Statements of Income for the yaded January 3, 200&s as follow

(in thousands):

Before-tax Gain
(Loss) Before-Tax Gain Gain (Loss)
Recognized in (Loss) Recognized in
OClon Locations of Gain (Loss) Reclassified from Locations of Gain (Loss) Income on
Derivatives in Cash Derivative Reclassified from AOCI AOCI Into Recognized in Income on  Derivative
Flow Hedge (Effective into Income (Effective Income (Effective  Derivative (Ineffective (Ineffective
Relationship Portion) Portion) Portion) Portion) Portion)
Selling and administrative Selling and administrative
Diesel fuel swap (1,728) expense (180) expense —
$ (1,72¢) $ (180) $ =

Total

The effect of derivative instruments on the Corfiorés Consolidated Statements of Income for thar yded December 28, 20h&s a

follows (in thousands):

Before-tax Gain
(Loss) Before-Tax Gain Gain (Loss)
Recognized in (Loss) Recognized in
OClon Locations of Gain (Loss) Reclassified from Locations of Gain (Loss) Income on
Derivatives in Cash Derivative Reclassified from AOCI AOCI Into Recognized in Income on  Derivative
Flow Hedge (Effective into Income (Effective  Income (Effective  Derivative (Ineffective (Ineffective
Relationship Portion) Portion) Portion) Portion) Portion)
Selling and administrative Selling and administrative
Diesel fuel swap 53¢ expense 24%  expense (2
$ 53¢ $ 242 $ 2

Total

The effect of derivative instruments on the Corgiorés Consolidated Statements of Income for thar yanded December 29, 200As a

follows (in thousands):

Before-tax Gain
(Loss) Before-Tax Gain Gain (Loss)
Recognized in (Loss) Recognized in
OClon Locations of Gain (Loss) Reclassified from Locations of Gain (Loss) Income on
Derivatives in Cash Derivative Reclassified from AOCI AOCI Into Recognized in Income on  Derivative
Flow Hedge (Effective into Income (Effective Income (Effective  Derivative (Ineffective (Ineffective
Relationship Portion) Portion) Portion) Portion) Portion)
Selling and administrative Selling and administrative
Diesel fuel swap 21  expense 24%  expense —
$ 21z $ 242 $ =

Total

The Corporation entered into master netting agredsneith the two financial counterparties whereyteatered into
commodity swap agreements that permit the netesettht of amounts owed under their respective direvaontracts. Under

these master netting agreements, net settlematit@mitstanding contracts with a counterparty i thse of an event of
default or a termination event is allowed. The antswnder the master netting agreement are imrah#erd no further

disclosure is deemed necessary.
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Fair Value Measurements of Financial Instruments

For recognition purposes, on a recurring basisCihigoration is required to measure at fair vataariarketable securities and its investme
target funds. The marketable securities were c®gof investments in government securities, aatgobonds and money market funds.
target funds are reported as both current and moeruassets based on the portion anticipated todeel for current operations. WI
available, the Corporation uses quoted market prioedetermine fair value and classifies such nreasents within Level 1. In some ca
where market prices are not available, the Cormramakes use of observable market based inputseéoor quotes from publish
exchanges/indexes) to calculate fair value usiegihrket approach, in which case the measurementdassified within Level 2.

Assets measured at fair value for the year endaaldg 3, 2015 were as follows:

Quoted prices in active markets Significant other Significant
Fair value as of for identical assets observable inputs unobservable inputs
(in thousands) measurement date (Level 1) (Level 2) (Level 3)
Government securities $ 9,83 % — % 9,83t $ =
Corporate bonds $ 2,208 % — 3 2,208 $ —
Derivative financial instrument  $ 1,379) $ — $ (1,379 $ =
Assets measured at fair value for the year endegbber 28, 2013 were as follows:
Quoted prices in active markets Significant other Significant
Fair value as of for identical assets observable inputs unobservable inputs
(in thousands) measurement date (Level 1) (Level 2) (Level 3)
Government securities $ 11,25 $ —  $ 11,25  $ =
Corporate bonds $ 4,85¢ $ — % 4,85¢ $ —
Derivative financial instrument $ 17¢ 9 —  $ 17¢ $ =
Shareholders’ Equity
2014 2013

Common Stock, $1 Par Value

Authorized 200,000,00 200,000,00

Issued and outstanding 44,165,67 44,981,86
Preferred Stock, $1 Par Value

Authorized 2,000,001 2,000,001

Issued and outstanding —

The Corporation purchased 1,665,850 ; 740,000 ;889000 shares of its common stock during 2018t132and 2012 respectively. The p

value method of accounting is used for common steplirchases.

-59 -




Table of Contents

The following table summarizes the components a@uamilated other comprehensive income (loss) andcliamges in accumulated ot
comprehensive income loss:

Unrealized Gains

Foreign Currency Losses) on Pension Derivative

Translation Marketable Postretirement  Financial Accumulated Other
(in thousands) Adjustment Securities Liability Instruments Comprehensive Lot
Balance at December 31, 2011 $ 5211 $ 143 $ (3,589 $ (56) $ 1,71¢
Change during year 264 95 (1,139 (30 (803)
Less: Taxes — 33 (429 (20 (407
Balance at December 29, 2012 5,47¢ 20t (4,297 (76) 1,31
Other comprehensive income beft
reclassifications (2,562) (197) 3,38¢ 53¢ 1,174
Less: Taxes — (67) 1,31z 197 1,44z

Amounts reclassified from
accumulated other comprehensive

income, net of tax — — 74 (159) (80)
Balance at December 28, 2013 2,91: 81 (2,140 111 96&
Other comprehensive income beft

reclassifications (690 (67) (7,280 (1,729 (9,765
Less: Taxes — (23 (2,657) (637) (3,31)

Amounts reclassified from
accumulated other comprehensive
income, net of tax — — — 114 114

Balance at January 3, 2015 $ 2,22: % 37 % (6,769 $ 872 $ (5,379

The following table details the reclassificationsnfi accumulated other comprehensive income (lasghé years ended December 28, 2013
and January 3, 2015 (in thousands):

Details about Accumulated Other Affected Line Item in the Statement Where Net
Comprehensive Income Components Income is Presented 2014 2013
Pension postretirement liability
Transition obligation Selling and administratexpenses $ — (117)
Tax (expense) or benefit = 43
Net of tax $ — ¢ (74)
Derivative financial instruments
Diesel hedge Selling and administrative expenses $ (180) $ 24%
Tax (expense) or benefit 66 (89
Net of tax $ (1149 ¢ 154
Total reclassifications for the period Net of tax $ (119 $ 80

In May 2007, the Corporation registered 300,000 eshaf its common stock under its 2007 Equity H@anNon-Employee Directors of HI
Corporation, as amended (the “Director Plan”). Thieector Plan permits the Corporation to issugtsononemployee directors options
purchase shares of Corporation common stock, cesdristock or restricted stock units of the Corporaand awards of Corporation comn
stock. The Director Plan also permits remployee directors to elect to receive all or diporof their annual retainers and other compeas
in the form of shares of Corporation common stdekring 2014 , 2013 , and 2012 , 27,272 ; 26,526d 42,620shares, respectively,
Corporation common stock were issued under thecRirdPlan.
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Cash dividends declared and paid per share forsahare:

(In dollars) 201¢ 201z 201z
Common shares 0.9¢ 0.9¢ 0.9t

During 2007, shareholders approved the 2002 Memlstcek Purchase Plan (the "Purchase Plan"), as adefahuary 1, 2007. Under
plan, 800,000shares of common stock were initially registered ifissuance to participating members. On June DP92an addition
1,000,000shares of common stock were registered for issumparticipating members. Beginning on June 3022 rights to purchase stc
are granted on a quarterly basis to all particifgathembers who customarily work 20 hours or momewsek and for fivenonths or more
any calendar year. The price of the stock purahaseler the Purchase Plan is 86%ihe closing price on the exercise date. No nmernnima)
purchase stock under the Purchase Plan in an amdioh exceeds a maximum fair value of $25,000rg ealendar year. During 2014
84,065 shares of common stock were issued unddPuhehase Plan at an average price of $27.92 inP@2013 , 86,29khares of commic
stock were issued under the plan at an average ofi$25.63 . During 2012 , 106,588ares of common stock were issued under the Fse
Plan at an average price of $18.86 . An additiddal, 142 shares were available for issuance uhédPtrchase Plan at January 3, 2015 .

The Corporation has entered into change in comtngbloyment agreements with certain officers. Adewy to the agreements, a chang
control occurs when a third person or entity becothe beneficial owner of 20% or more of the Coagion’s common stock, when more tl
one-third of the Board is composed of persons sobmmended by at least thrieewths of the incumbent Board, upon certain bus
combinations involving the Corporation or, upon mwal by the Corporatios’shareholders of a complete liquidation or diggmhu Upon i
change in control, a key member is deemed to hawogear employment agreement with the Corporation,ahdf his or her benefits ve
under the Corporatiog’compensation plans. If, at any time within tvaags of the change in control, his or her employtneterminated k
the Corporation for any reason other than causisability, or by the key member for good reasansiach terms are defined in the agreer
then the key member is entitled to receive, amahgrobenefits, a severance payment equal to twesti(three times for the Corporatien’
Chairman, President and CEO) annual salary andwieage of the prior two years’ bonuses.

Stock-Based Compensation

Under the Corporation’s 2007 Stock-Based Compemsdtian (the “Plan”)effective May 8, 2007, as amended, the Corporatiay awar:
options to purchase shares of the Corporasi@@mmon stock and grant other stock awards toutives, managers and key personnel. |
shareholder approval of the Plan in May 2007, nar&tawards were granted under the Corporations I®tockBased Compensation Pl
but all outstanding awards previously granted uridat plan shall remain outstanding in accordanitke their terms. As of January 3, 2015
there were approximately 4.0 milliehares available for future issuance under the. Pldwe Plan is administered by the Human Resowane
Compensation Committee of the Board. Restrictedksunits awarded under the Plan are expensedlyata&br the vesting period of t
awards. Stock options awarded to members undePle must be at exercise prices equal to or exogetie fair market value of t
Corporation’s common stock on the date of grattclSoptions are generally subject to four -yed#f eesting and must be exercised witHifi
years from the date of gral

As discussed above, the Corporation also has #relsblder approved Purchase Plan. The price dfttduk purchased under the Purchase
is 85% of the closing price on the applicable pasghdate. During 2014 , 84,065 shares of the Catipa’s common stock were issued ur
the Purchase Plan at an average price of $27.92 .

The Corporation measures the cost of employeecg=in exchange for an award of equity instrumbased on the gramate fair value of tf
award and recognizes cost over the requisite sepaciod.

Compensation cost charged against operations €oPtan and Purchase Plan described above was #8dh m$7.5 million and$6.4 millior
for the years ended January 3, 2015 , Decemb&®& and December 29, 201Bspectively. The total income tax benefit radngd in thi
income statement for share-based compensationgamaents was $3.1 million , $2.6 million and $2.3liom for the years endedanuary @
2015, December 28, 2013 and December 29, 20kpectvely.
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The stock compensation expense for the years ejatathry 3, 2015 , December 28, 2013 and Decemb@022, was estimated on the d
of grant using the Black-Scholes option-pricing rlodith the following assumptions by grant year:

Year Ended Year Ended Year Ended
Jan, 3, 2015 Dec. 28, 2013 Dec. 29, 2012
Expected term 5 year: 5 year: 6 year:
Expected volatility:
Range used 42.4% 50.3% 48.25%48.34Y%
Weighted-average 42.4% 50.3%% 48.2%%
Expected dividend yield:
Range used 2.7¢% 3.02% 2.90%3.61%
Weighted-average 2.7¢% 3.02% 3.6(%
Risk-free interest rate:
Range used 1.54% 0.9%% 0.90%41.17%

Expected volatilities are based on historical ulitatas the Corporation does not feel that futuodatility over the expected term of the opti
is likely to differ from the past. The Corporatiosed a simpleverage calculation method based on monthly frequ@oints for the pric
seven years. The Corporation normally uses theestrdividend yield as there are no plans to sulistly increase or decrease
dividends. The Corporation uses historical exereigperience to determine the expected term. iSkdree interest rate was selected base
yields from U.S. Treasury ze-coupon issues with a remaining term equal to ¥peeted term of the options being valued.

The following table summarizes the changes in antlihg stock options since the beginning of fifl2.

Weighted

Number o Average

Share Exercise Pric

Outstanding at December 31, 2011 2,996,75. $ 28.3¢
Granted 727,38: 25.5]
Exercised (149,000 25.8(
Forfeited or Expired (118,619 24.9¢
Outstanding at December 29, 2012 3,456,51. $ 27.9¢
Granted 611,59¢ 31.7¢
Exercised (394,47%) 14.8¢
Forfeited or Expired (43,070 35.0¢
Outstanding at December 28, 2013 3,630,56° $ 29.9¢
Granted 536,27! 34.7¢
Exercised (542,83) 28.5:¢
Forfeited or Expired (288,56() 38.5¢
Outstanding at January 3, 2015 3,335,44! % 29.9:¢
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A summary of the Corporation’s nonvested sharexf danuary 3, 2015 and changes during the yegrrasented below:

Weighted-Average

Grant-Date
Nonvested Shares Shares Fair Value
Nonvested at December 28, 2013 2,515,591 $ 9.4(C
Granted 536,27! 10.4¢
Vested (733,31 7.8%
Forfeited (31,560) 10.22
Nonvested at January 3, 2015 2,286,99 $ 10.1¢

At January 3, 2015 , there was $5.6 millafrunrecognized compensation cost related to ndestegock option awards, which the Corpore
expects to recognize over a weighted-average pefiddyears. Information about stock options vestedxpeeted to vest and are exercis.
at January 3, 2015, is as follows:

Aggregate
Weighted-Average Intrinsic
Weighted-Average Remaining Life in Value
Options Numbe Exercise Price Years ($000s)
Vested or expected to vest 3,302,27! $ 29.91 6.5 $ 67,99¢
Exercisable 1,048,44: $ 28.5¢ 4.0 23,03¢

The weighted-average grant-date fair value of oygtigranted was $10.48 , $10.85 and $8.32 , for 2@D43 and 2012respectively. Oth
information for the last three years is as follows:

(In thousands) Jan. 3, 201 Dec. 28, 201 Dec. 29, 201
Total fair value of shares vested $ 5,73t $ 1,127 % 3,00¢
Total intrinsic value of options exercised 8,38¢ 6,44t 38¢
Cash received from exercise of stock options 15,48¢ 5,86: 3,84
Tax benefit realized from exercise of stock options 2,982 2,291 13¢

The Corporation has occasionally issued restristedk units (“RSUs"}o executives, managers and key personnel. ThesR8kt at the el
of three years after the grant date. No dividear@saccrued on the RSUs. The shaased compensation expense associated with the R
based on the quoted market price of HNI Corporasioares on the date of grant less the discountkpt value of dividends not receivec
the shares and is amortized using the strdightmethod from the grant date through the eadfahe vesting date or the estimated retirel
eligibility date.
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The following table summarizes the changes in antihg RSUs since the beginning of fiscal 2012:

Weighted-Average

Number of Grant Date

Shares Fair Value
Outstanding at December 31, 2011 786,80 $ 10.61
Granted 10,52¢ 21.1¢
Vested (631,759 7.87
Forfeited (8,357 22.0z
Outstanding at December 29, 2012 157,22( $ 21.71
Granted — —
Vested (132,69 21.4%
Forfeited — —
Outstanding at December 28, 2013 24527 $ 23.01
Granted 15,50( 32.2%
Vested (14,000 21.4%
Forfeited — —
Outstanding at January 3, 2015 26,027 $ 27.7¢

At January 3, 2015 , there was $0.4 mill@frunrecognized compensation cost related to RStushathe Corporation expects to recognize
a weighted-average period of 1.1 year. The tothlevaf shares vested in 2014 , 2013 and 2012 w& i@dlion , $2.8 million and$5.(
million , respectively.

Retirement Benefits

The Corporation has defined contribution prafitaring plans covering substantially all employe&e are not participants in certain defi
benefit plans. The Corporatiamannual contribution to the defined contributidans is based on employee eligible earnings andtsesi
operations and amounted to $26.8 million , $23.Boni, and $20.8 million , in 2014 , 2013 , andl2Q respectively. A portion of the ann
contribution is in the form of common stock of Berporation. The amount of the stock contributicas $6.4 million , $6.1 million , ar$b.£
million in 2014 , 2013, and 2012 , respectively.

The Corporation sponsors a defined benefit plarcivitiovers a limited number of former salaried andrly members. The Corporatiagn’
funding policy is generally to contribute annuathe minimum actuarially computed amount. Net pemsiosts relating to these plans v
$167,000 , $185,000 and $281,000, in 2014 , 20832812, respectively. The actuarial present value oigaltlons, less related plan asse
fair value, is not significant.
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Postretirement Health Care

Guidance on employersiccounting for other postretirement plans requieesgnition of the overfunded or underfunded statushe balanc
sheet. Under this guidance, gains and lossesg, ggiwices costs and credits and any remainingitran amounts under previous guidance
yet recognized through net periodic benefit costracognized in accumulated other comprehensivanirg(loss), net of tax effects, until tt
are amortized as a component of net periodic beoest. Also, the measurement datine date at which the benefit obligation and plsset
are measured — is required to be the Corporatitstal year-end.

(In thousands) 201¢ 201z

Change in benefit obligation
Benefit obligation at beginning of year $ 16,44¢ $ 18,547
Service cost 504 52t
Interest cost 73E 66¢
Benefits paid (1,280 (1,269
Actuarial (gain)/loss 5,56¢ (2,029
Benefit obligation at end of year $ 21,97 $ 16,44¢

Change in plan assets
Fair value at beginning of year $ — 3 —
Actual return on assets — —
Employer contribution 1,28( 1,26:
Transferred out — —
Benefits paid (1,280 (1,269)
Fair value at end of year $ — 3 =

Funded Status of Plan

Amounts recognized in the Statement of Financial Bition consist of:
Current liabilities $ 1,004 924
Noncurrent liabilities 20,96¢ $ 15,52«

Amounts recognized in Accumulated Other Comprehense Income (before
tax) consist of:

Actuarial (gain)/loss $ 4,665 $ (900
Transition (asset)/obligation — —
Prior service cost = =

&

(21,979 $ (16,449

©“
©

$ 4,665 $ (900)
Change in Accumulated Other Comprehensive Income @ore tax):

Amount disclosed at beginning of year $ (900) $ 1,24¢
Actuarial (gain)/loss 5,56¢ (2,029
Amortization of actuarial gain or loss — —
Amortization of transition amount — (119
Amortization of prior service cost — —
Amount disclosed at end of year $ 4,665 $ (900
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Estimated Future Benefit Payments(In thousands)

Fiscal 2015 1,004
Fiscal 2016 1,00z
Fiscal 2017 1,01¢
Fiscal 2018 1,02¢
Fiscal 2019 1,05¢
Fiscal 2020 — 2024 6,267

Expected Contributions During Fiscal 2015
Total $ 1,004

The discount rates at fiscal year-end 2014 , 201B2012 , were 3.8% , 4.6% and 3.7%espectively. The Corporation's payment for ¢
benefits has reached the maximum amounts per #me tilerefore, healthcare trend rates have no ingrathe Corporatios’ cost. There we
no funds designated as plan assets.

Components of Net Periodic Postretirement Benefit @st (in thousands) 201t
Service cost $ 802
Interest cost 81¢€
Amortization of net (gain)/loss 237
Net periodic postretirement benefit cost/(income) $ 1,85¢

A discount rate of 3.8% was used to determine agbgdic benefit cost for 2015 The discount rate is set at the measurementdaédflect th
yield of a portfolio of high quality, fixed incorm@ebt instruments. There are no plan assets iroe

Leases
The Corporation leases certain warehouse and faailities and equipment. Commitments for minimeentals under nooancelable leases

the end of 2014 are as follows:

Capitalizet Operating

(In thousands) Lease Lease

2015% 10€ $ 28,81:

2016 — 23,85t

2017 — 12,76¢

2018 — 9,03¢

2019 — 6,17¢

Thereafter — 11,04t

Total minimum lease payments 108 $ 91,69:
Less: amount representing interest 3
Present value of net minimum lease payments, ingucurrent maturities of $105 $ 10%
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Property, plant and equipment at year-end inclhdedllowing amounts for capitalized leases:

(In thousands) 201¢ 201z
Office equipment $ 57C $ 57C
Less: allowances for depreciation 46( 34¢€

$ 11C $ 224

Rent expense for the years 2014 , 2013 and 201thoumrted to approximately $48.0 million , $41.5 rmoil and $37.6 million,
respectively. There was no contingent rent expemsier either capitalized and operating leasesefgdly based on mileage of transporta
equipment) for the years 2014 , 2013, and 2012 .

Guarantees, Commitments and Contingencies
The Corporation utilizes letters of credit in thmaunt of $11 millionto back certain financing instruments, insuranckcigs and payme
obligations. The letters of credit reflect failvaas a condition of their underlying purpose arelsubject to fees competitively determined.

The Corporation is involved in various kinds ofplites and legal proceedings that have arisen iedhese of its business, including pent
litigation, environmental remediation, taxes antieotclaims. It is the Corporati®’opinion, after consultation with legal counsdiai
additional liabilities, if any, resulting from thesnatters are not expected to have a material seh\affect on the Corporatienuarterly c
annual operating results and cash flows when reddlv a future period.

Reportable Segment Information

Management views the Corporation as being in teortable segments based on industries: officeittue and hearth products, with
former being the principal segment. The aggregatiéide furniture segment manufactures and marketsroad line of metal and wa
commercial and home office furniture which includtésrage products, desks, credenzas, chairs, tdllekcases, freestanding office partiti
and panel systems and other related products.h@agh products segment manufactures and markatsaa line of gas, electric, wood ¢
biomass burning fireplaces, inserts, stoves, facargl accessories, principally for the home.

For purposes of segment reporting, intercompangssahnsfers between segments are not materialpp@iting profit is income befc
income taxes exclusive of certain unallocated c@feo expenses. These unallocated corporate expenskide the net costs of
Corporations corporate operations, interest income and irttezgpense. Management views interest income am@érse as corpor:
financing costs and not as a reportable segmenmnt tosddition, management applies an effectivaine tax rate to its consolidated ince
before income taxes so income taxes are not report@iewed internally on a segment basis. |d&itié assets by segment are those ¢
applicable to the respective industry segmentsp@ate assets consist principally of cash and easiivalents, short-term investments, long
term investments and corporate office real estaderalated equipment.

No geographic information for revenues from exteoustomers or for lor-lived assets is disclosed since the Corporasignmary market ar
capital investments are concentrated in the UrStadies.
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Reportable segment data reconciled to the congetidéinancial statements for the years ended 202d13 , and 2012 is as follows fc
continuing operations:

(In thousands) 201« 201z 2012
Net sales:

Office furniture $ 1,739,04' $ 1,685,200 $ 1,687,30.
Hearth products 483,64t 374,75¢ 316,70:

$ 2,222,69' $ 2,059,96. $ 2,004,00:

Operating profit:

Office furniture® $ 87,05: $ 97,33¢ $ 91,84¢
Hearth products 77,06¢ 46,66: 26,47
Total operating profit 164,11 144,00: 118,32t
Unallocated corporate expenses (59,189 (47,299 (40,727
Income (loss) before income taxes $ 104,93. $ 96,707 $ 77,60¢
Depreciation and amortization expense:
Office furniture $ 45,89. $ 36,99: $ 34,49
Hearth products 5,41¢ 5,28¢ 5,95¢
General corporate 5,41¢ 4,341 2,911
$ 56,72: $ 46,62 $ 43,36(
Capital expenditures (including capitalized softjar
Office furniture $ 62,69t $ 51,95: $ 36,08(
Hearth products 6,342 4,22( 2,00¢
General corporate 43,67¢ 22,72 22,18:
$ 112,710 $ 78,89F $ 60,27(
Identifiable assets:
Office furniture $ 724,290 % 722,690 $ 700,66!
Hearth products 341,31! 255,97¢ 254,83t
General corporate 173,72t 156,03( 121,56¢

$ 1,239,33. $ 1,134,700 $ 1,077,06

(a) Included in operating profit for the office furnieisegment are pretax charges$33.0 million , $0.3 million and $1.9 millionfor
closing of facilities and impairment charges in 2022013 and 2012 , respectively.

The Corporation's net sales by product categorgwsrfollows for the years ended 2014 , 2013 ai@ 20

(in thousands) 2014 2013 2012
Systems and storage 1,156,17! 1,132,88 1,126,27
Seating 498,38¢ 469,22 452,92:
Other 84,49( 83,10( 108,10
Hearth products 483,64t 374,75¢ 316,70:
2,222,69! 2,059,96. 2,004,00:
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Summary of Quarterly Results of Operations (Unaudied)

The following table presents certain unaudited tubyr financial information for each of the pasgj@arters. In the opinion of the Corporati®n’
management, this information has been preparetl@aame basis as the consolidated financial statsrappearing elsewhere in this report
and includes all adjustments (consisting only afmad recurring accruals) necessary to state fHidyfinancial results set forth herein. Results
of operations for any previous quarter are not seaely indicative of results for any future period

First Second Third Fourth
Year-End 2014: (In thousands, except per share data) Quarter Quarter Quarter Quarter
Net sales $ 452,20: $ 509,14: $ 614,69C $ 646,66:
Cost of products sold 297,02¢ 328,01( 394,75¢ 418,69t
Gross profit 155,17. 181,13 219,93: 227,96:
Selling and administrative expenses 145,21( 155,28t 166,21¢ 182,34:
(Gain) on sale of assets (8,400 (1,34¢€) — 977)
Restructuring related charges (income) (28) 10,28: 987 21,77¢
Operating income (loss) 18,39( 16,90¢ 52,72¢ 24,82
Interest income (expense) — net (2,137) (2,04)) (1,86)) (1,889
Income (loss) before income taxes 16,25¢ 14,86¢ 50,86¢ 22,931
Income taxes 5,24 5,20¢ 17,37 15,95¢
Net income (loss) 11,01¢ 9,66¢ 33,49¢ 6,97¢
Less: net income attributable to the noncontrolling
interest (8C) (40) (92 (104)
Net income (loss) attributable to HNI Corporation $ 11,09¢ $ 9,708 % 33,58 $ 7,08
Net income (loss) attributable to HNI Corporatiaer p
common share — basic 0.2t 0.2Z 0.7¢ 0.1¢€
Weighted-average common shares outstandinasic 45,03¢ 45,02( 44,69( 44,32¢
Net income (loss) attributable to HNI Corporatiar p
common share — diluted 0.24 0.21 0.74 0.1¢€
Weighted-average common shares outstanding —
diluted 45,83 45,86¢ 45,611 45,20:
As a Percentage of Net Sales
Net sales 100.C % 100.C % 100.(% 100.C %
Gross profit 34.: 35.€ 35.¢ 35.2
Selling and administrative expenses 32.1 30.t 27.C 28.2
(Gain) on sale of assets (1.9 0.3 — (0.2
Restructuring related charges — 2.C 0.2 3.4
Operating income (loss) 4.1 3.2 8.6 3.8
Income taxes 1.2 1.C 2.8 2.t
Net income (loss) attributable to HNI Corporation 2.t 1.¢ 5.5 11
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Year-End 2013: First Second Third Fourth

(In thousands, except per share data) Quarter Quarter Quarter Quarter
Net sales $ 442,29 $ 510,69¢ $ 565,70¢ $ 541,26:
Cost of products sold 294,51! 336,04( 365,83! 348,28:
Gross profit 147,78. 174,65t 199,87: 192,98:
Selling and administrative expenses 144,55t 152,07¢ 154.64: 155,23
(Gain) on sale of assets — 2,46( — —
Restructuring related charges 15€ (35 11& 97
Operating income (loss) 3,07( 20,15¢ 45,11 37,64%
Interest income (expense) — net (2,51¢) (2,567 (2,66¢) (1,529
Income (loss) before income taxes 554 17,58¢ 42,44 36,11¢
Income taxes (625) 6,18¢ 14,39¢ 13,37¢
Net income (loss) 1,17¢ 11,39¢ 28,04¢ 22,74
Less: net income attributable to the noncontrolling
interest (229 (22 (45) (198
Net income (loss) attributable to HNI Corporation $ 1,40¢ $ 11,427  $ 28,09: $ 22,76(
Net income (loss) per common share — basic 0.0¢ 0.2t 0.6z 0.5C
Weighted-average common shares outstanding — 45,15¢ 45,41 45,31¢ 45,11°
Net income (loss) per common share — diluted 0.0¢ 0.2t 0.61 0.5C
Weighted-average common shares outstanding —
diluted 45,72( 46,11( 46,09( 45,96+

As a Percentage of Net Sales
Net sales 100.(% 100.% 100.% 100.%
Gross profit 33.4 34.Z 35.2 35.7
Selling and administrative expenses 32.17 29.¢ 27.F 28.17
(Gain) on sale of assets — 0.t — —
Restructuring related charges — — — —
Operating income (loss) 0.7 3.¢ 8.C 7.C
Income taxes (0.2 1.2 2.t 2.t
Net income (loss) attributable to HNI Corporation 0.2 2.2 5.C 4.2
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INVESTOR INFORMATION
Common Stock Market Prices and Dividends (Unauditefd

Quarterly 2014 — 2012

2014 by Dividends
Quarter High Low per Share
1 $ 39.4: $ 31.0C 0.24
2 39.2¢ 31.61 0.2t
3™ 40.4: 34.62 0.2
4™ 52.9( 34.7¢ 0.2t
Total Dividends Paid 0.9¢
2013 by Dividends
Quarter High Low per Share
1 $ 35.7¢ % 28.2¢ 0.24
2nd 38.5¢ 31.4¢ 0.24
3™ 40.7: 32.3¢ 0.24
4™ 40.1( 32.8¢ 0.24
Total Dividends Paid 0.9¢
2012 by Dividends
Quarter High Low per Share
1 $ 32.01 $ 24.97 0.2:
2nd 27.9¢ 21.57 0.24
3m 32.0z 25.3¢ 0.24
4 30.2¢ 25.0¢ 0.24
Total Dividends Paid 0.9t
Common Stock Market Price and Price/Earnings RatiqUnaudited)
Fiscal Years 2014 — 2010
Diluted
Market Price Earnings Price/Earnings Ratio
per
Year High Low Share High Low
2014 $ 52.9C $ 31.0C $ 1.3t 39 23
2013 40.7: 28.2¢ 1.3¢ 29 20
2012 32.0z 21.57 1.0% 3C 20
2011 36.4¢ 15.7¢ 1.01 3€ 16
2010 35.2¢ 22.8( 0.5¢ 6C 39
Five-Year Average 3¢9 24
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SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS

HNI CORPORATION AND SUBSIDIARIES

January 3, 2015

COL. A CoL.B COL.C COL.D COL.E
ADDITIONS
(2) CHARGED
BALANCE AT (1) CHARGED TC TO OTHER
BEGINNING OF COSTS AND ACCOUNTS DEDUCTIONS BALANCE AT
DESCRIPTION PERIOD EXPENSES (DESCRIBE) (DESCRIBE) END OF PERIOD
(In thousands)
Year ended January 3, 2015:
Allowance for doubtful account<$ 6,20¢ $ 34z — % 1,45 (A) $ 5,09¢
Valuation allowance for deferred
tax asset $ 1,57¢ $ 2,47¢ — 8 64C (A) $ 3,41:
Year ended December 28, 201.
Allowance for doubtful accounts$ 5151 $ 2,59( — 8 153 (A) $ 6,20¢
Valuation allowance for deferre
tax asset $ 158 $ — — 1A $ 1,57¢
Year ended December 29, 2012:
Allowance for doubtful account<$ 483t $ 87( — % 557 (A) $ 5,151
Valuation allowance for deferred
tax asset $ 1,61¢ $ — — 36 (A) 1,58(

Note A: Represents amounts written off, net obueties and other adjustmer
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ITEM 15(c) - INDEX OF EXHIBITS

Exhibit Number

(3.1)
(3.2)

(10.3)

(10.2)
(10.9)

(10.4)

(10.9)
(10.6)
(10.7)

(10.5)

(10.09)

(10.10)
(10.19)
(10.17)

(10.19)

(10.12)

(10.15)

(10.16)

Description of Document

Articles of Incorporation of HNI Corporation, as anded, incorporated by reference to Exhibit 3.tht Registrant
Annual Report on Form 10-K for the year ended JanR2a2010

Amended and restated Byws of HNI Corporation, incorporated by referemaeExhibit 3.1 to the Registrant's Curr
Report on Form 8-K filed on August 8, 2014

HNI Corporation 2007 StocBased Compensation Plan, as amended and restatedydrated by reference to Exhi
10.1 to the Registrant's Current Report on Formfgel May 9, 2013*

2007 Equity Plan for Nomployee Directors of HNI Corporation, as amendedi estated, incorporated by referenc
Exhibit 10.2 to the Registrant's Annual Report @nnr 10-K for the year ended January 2, 2010*

Form of HNI Corporation Change In Control Employrné&greement, incorporated by reference to Exhibitl1to the
Registrant’s Current Report on Form 8-K filed Nov®mn16, 2006*

HNI Corporation Supplemental Income Plan (f/k/a HDdrporation ERISA Supplemental Retirement Plag)amende
and restated, incorporated by reference to Exhibid to the Registrant's Current Report on Forkaf8ed February 22
2010*

Form of HNI Corporation Amended and Restated Indgmigreement, incorporated by reference to Exhiifitl to the
Registrant’s Current Report on Form 8-K filed Nowsn14, 2007*

Form of 2007 Equity Plan For NdBmployee Directors of HNI Corporation Participatidgreement, incorporated |
reference to Exhibit 10.26 to the Registrant's AaiiReport on Form 10-K for the year ended Janua®020*

Form of HNI Corporation 2007 Stodkased Compensation Plan Stock Option Award Agreémanorporated b
reference to Exhibit 10.1 to the Registrant’s QaerytReport on Form 10-Q for the quarter ended 4uR009*

Amended and Restated Credit Agreement, includihgciledules and exhibits, dated as of Septembe2®@8.,, by an
among HNI Corporation, as Borrower, certain doneestibsidiaries of HNI Corporation, as Guarantoestain lender
party thereto and Wells Fargo Bank, National Asstien, as Administrative Agent, incorporated byerehce to Exhib
10.1 to the Registrant's Current Report on Formf8eld October 3, 2011

HNI Corporation LongFerm Performance Plan, as amended and restatedparated by reference to Appendix C to
Registrant's Proxy Statement on Schedule 14A ddtrdh 26, 2010, for the Registrant's Annual Meetih&hareholdel
held on May 11, 2010*

HNI Corporation Executive Deferred CompensatiomPls amended and restated, incorporated by regtenExhibi
10.12 to the Registrant's Annual Report on ForniKX0+ the year ended January 2, 2010*

Note Purchase Agreement dated as of April 6, 2B96and among HNI Corporation and the Purchaserseddirerein
incorporated by reference to Exhibit 10.2 to thgiBteant's Current Report on Form 8-K filed Apr,12006

HNI Corporation Directors Deferred CompensationnPlas amended and restated, incorporated by refetenExhibi
10.15 to the Registrant's Annual Report on FornKX6r the year ended January 2, 2010*

HNI Corporation Annual Incentive Plan (f/k/a HNI fporation Executive Bonus Plan), as amended anthteet
incorporated by reference to Appendix B to the Regnt's Proxy Statement on Schedule 14A dated iM26¢ 2010, fo
the Registrant's Annual Meeting of Shareholderd balMay 11, 2010*

Form of HNI Corporation Amendment No. 1 to ChangeCbntrol Employment Agreement incorporated by nesiee tc
Exhibit 10.1 to the Registrant's Current Reporfomm 8-K filed August 10, 2007*

Form of HNI Corporation 2007 Stodkased Compensation Plan Restricted Stock Unit Avfayceement, incorporate
by reference to Exhibit 10.2 to the Registrant'ai@rly Report on Form 1Q- for the quarter ended April 4, 2009 (
restricted stock unit awards granted in 2009)*

HNI Corporation StoclBased Compensation Plan, as amended, incorporateceference to Exhibit 10.1 to t
Registrant’s Quarterly Report on Form 10-Q for diuarter ended September 30, 2006*
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Exhibit Number
(10.17)
(10.19)

(10.19

(10.20)
(10.21)

(21)
(23)
(31.1)
(31.2)
(32.1)

101

Description of Document

Form of Exercise of Stock Option granted underk Corporation StoclBased Compensation Plan, incorporate:
reference to Exhibit 10.2 to the Registrant’s QerytReport on Form 10-Q for the quarter ended Saper 27, 2008*

Form of HNI Corporation StocBased Compensation Plan Stock Option Award Agre¢nrecorporated by reference
Exhibit 99D to the Registrant’s Current Report amri 8-K filed February 22, 2005*

Form of HNI Corporation 2007 Stodkased Compensation Plan Restricted Stock Unit Awfayckement, incorporate
by reference to Exhibit 10.2 to the Registrant'saf@erly Report on Form 1Q-for the quarter ended April 3, 2010 (
restricted stock unit awards granted in 2010)*

Form of HNI Corporation Executive Deferred CompdiasaPlan Deferral Election Agreement, incorporabgdeferenc
to Exhibit 10.25 to the Registrant's Annual Remaort~orm 10-K for the year ended January 2, 2010

Form of HNI Corporation Directors Deferred CompeiwsaPlan Deferral Election Agreement, incorporabgdeferenc
to Exhibit 10.6 to the Registrant's Annual Repartr@rm 10-K for the year ended January 2, 2010

Subsidiaries of the Registrant

Consent of Independent Registered Public Accourking *

Certification of CEO pursuant to Section 302hef Sarbanes-Oxley Act of 2002
Certification of CFO pursuant to Section 302 of 8sbanes-Oxley Act of 2002

Certification of CEO and CFO Pursuant to 18 U.SS€ction 1350, as Adopted Pursuant to Section 9@6eoBarbanes-
Oxley Act of 2002

The following materials from HNI Corporation's ArailReport on Form 18- for the fiscal year ended January 3, 2
formatted in XBRL (eXtensible Business Reportinghggaage) and furnished electronically herewith:Gonsolidate:
Balance Sheets; (i) Consolidated Statements of gEehensive Income; (iii) Consolidated StatementEgdity; (iv)
Consolidated Statements of Cash Flows; and (v) S\tmt€Consolidated Financial Statements

*  Indicates management contract or compensatory

*  Filed herewitt
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SUBSIDIARIES OF THE REGISTRANT

Subsidiary

Allsteel Inc.

Maxon Furniture Inc.

The Gunlocke Company L.L.C.
Hearth & Home Technologies LLC
HNI Asia L.L.C.

HFEM Partners

HNI Services LLC

The HON Company LLC

HON INDUSTRIES (Canada) Inc.
HNI International Inc.

HNI International (Mexico) L.L.C.
HNI Technologies Inc.

HNI Holdings Inc.

Pearl City Insurance Company

HON Internacional de Mexico S.de R.L.de C.V.

HON Internacional Servicios de Mexico, S.de R.L. d¢

C.V.

Paoli LLC

HHT L.L.C.

HNI International (Puerto Rico) L.L.C.

Hickory Business Furniture, LLC

Commercial Office Interiors LLC

Country/State
of Incorporation

lllinois
lowa
lowa
lowa
lowa
lowa
lowa
lowa
Canada
lowa
lowa
lowa
lowa

Vermont

Mexico

Mexico
lowa
Washington
lowa

North Carolina

Delaware

EXHIBIT 21

Doing Business As

Allsteel Inc.

Maxon Furniture Inc.

The Gunlocke Company L.L.C.
Hearth & Home Technologies
HNI Asia L.L.C.

HFEM Partners

HNI Services LLC

The HON Company

HON INDUSTRIES (Canada) Inc.
HNI International Inc.

Inactive

HNI Technologies Inc.

HNI Holdings Inc.

Pearl City Insurance Company

HON Internacional de Mexico
S.de R.L.de C.V.

HON Internacional Servicios de Mexico, S.de

R.L. de C.V.

Paoli

HHT L.L.C.

HNI International (Puerto Rico) L.L.C.

Hickory Business Furniture, LLC

Commercial Office Interiors LLC



Contract Resource Group LLC
Wilson Office Interiors LLC
Connect People & Space LLC

IAW LLC

Delaware

Delaware

Delaware

Delaware

Contract Resource Group LLC
Wilson Office Interiors LLC
Connect People & Space LLC

Ivan Allen Workspace




Subsidiary

Amovo Workplace Environments Inc.

HNI Asia Technology Services (Shenzhen) Limited

HNI Hong Kong Limited

Dongguan Lamex Furniture Co. Ltd.
Global Known Ltd.

Lamex Trading Co. Ltd.

Lamex China Investment Ltd.
Sagus International, Inc.

Artco-Bell Corporation

ADMC, Inc.

Midwest Folding Products Corp.
HBF Asia Pacific Limited

HNI Singapore Private Limited

BP Ergo Limited

Monessen Holding Company
Monessen Hearth Systems Company

Monessen Hearth Canada, Inc.

Country/State
of Incorporation

Canada

PRC

Hong Kong
PRC

Hong Kong
Hong Kong
Hong Kong
Delaware
Texas
Texas
Delaware
Hong Kong
Singapore
India
Delaware
Tennessee

Canada

Doing Business As

Amovo Workplace Environments Inc.

HNI Asia Technology Services (Shenzhen)
Limited

HNI Hong Kong Limited
Dongguan Lamex Furniture Co. Ltd.
Global Known Ltd.

Lamex Trading Co. Ltd.

Lamex China Investment Ltd.
Sagus International, Inc.
Artco-Bell Corporation

ADMC, Inc.

Midwest Folding Products Corp.
HBF Asia Pacific Limited

HNI Singapore Private Limited
BP Ergo Limited

Monessen Holding Company
Vermont Castings Group

Monessen Hearth Canada, Inc.



EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to incorporation by referencénRegistration Statements on Form S-8 ( No. 388646, No. 33368761
No. 333168760, No. 333-168758, No. 333-31366, No. 3338216l0. 333-142717, No. 333-142742, and No. 333935) and ¢
Form S-3 (No. 333-157578 and No. 3B39127) of HNI Corporation of our report dated Fsloy 27, 2015 relating to the finant
statements, financial statement schedule, andffaetigeness of internal control over financial ogfing, which appears in tt
Form 10-K.

/sl PricewaterhouseCoopers LLP
Chicago, lllinois
February 27, 2015



EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
Sarbanes-Oxley Act Section 302

I, Stan A. Askren, certify that:
1. | have reviewed this Annual Report on Form 108fKINI Corporation;

2. Based on my knowledge, this report does notatony untrue statement of a material fact ortéamnstate a material fact necessary to
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a - 15(f) and
15d - 15(f)) for the registrant and have:

a. designed such disclosure controls and duoes, or caused such disclosure controls and guoes to be designed under our supervi
to ensure that material information relating to tegistrant, including its consolidated subsidisirie made known to us by others within tt
entities, particularly during the period in whidtig report is being prepared;

b. designed such internal control over finahogporting, or caused such internal control dirancial reporting to be designed under
supervision, to provide reasonable assurance riegattie reliability of financial reporting and thgeparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

c. evaluated the effectiveness of the regisgalisclosure controls and procedures and preddntthis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

d. disclosed in this report any change inrégistrant's internal control over financial refrogtthat occurred during the registrant's r
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thatrhaterially affected, or is reasonably likel
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer drithve disclosed, based on our most recent evafuafiinternal control over financial reporti
to the registrant's auditors and the audit commitifiethe registrant's board of directors (or pesgeerforming the equivalent functions):

a. all significant deficiencies and materiadaknesses in the design or operation of internatrabover financial reporting which &
reasonably likely to adversely affect the registrsaability to record, process, summarize and rtefreaincial information; and

b. any fraud, whether or not material, thablmes management or other employees who haveniisant role in the registrant's internal
control over financial reporting.

Date: February 27, 2015 By: /sl Stan A. Askren
Name: Stan A. Askren
Title: Chairman, President and Chief Exeaitdfficer




EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
Sarbanes-Oxley Act Section 302

[, Kurt A. Tjaden, certify that:
1. | have reviewed this Annual Report on Form 108fKINI Corporation;

2. Based on my knowledge, this report does notatony untrue statement of a material fact ortéamnstate a material fact necessary to
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a - 15(f) and
15d - 15(f)) for the registrant and have:

a. designed such disclosure controls and duoes, or caused such disclosure controls and guoes to be designed under our supervi
to ensure that material information relating to tegistrant, including its consolidated subsidisirie made known to us by others within tt
entities, particularly during the period in whidtig report is being prepared;

b. designed such internal control over finahogporting, or caused such internal control dirancial reporting to be designed under
supervision, to provide reasonable assurance riegattie reliability of financial reporting and thgeparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

c. evaluated the effectiveness of the regisgalisclosure controls and procedures and preddntthis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

d. disclosed in this report any change inrégistrant's internal control over financial refrogtthat occurred during the registrant's r
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thatrhaterially affected, or is reasonably likel
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer drithve disclosed, based on our most recent evafuafiinternal control over financial reporti
to the registrant's auditors and the audit commitifiethe registrant's board of directors (or pesgeerforming the equivalent functions):

a. all significant deficiencies and materiadaknesses in the design or operation of internatrabover financial reporting which &
reasonably likely to adversely affect the registrsaability to record, process, summarize and rtefreaincial information; and

b. any fraud, whether or not material, thablmes management or other employees who haveniisant role in the registrant's internal
control over financial reporting.

Date: February 27, 2015 By: /sl Kurt A. Tjaden
Name: Kurt A. Tjaden
Title:  Vice President and Chief Financial iOéff




EXHIBIT 32.1

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

In connection with the Annual Report on Form 10fHMNI Corporation (the "Corporation”) for the pedi ended January 3, 2015, as filed
with the Securities and Exchange Commission ord#ite hereof (the "Report"), Stan A. Askren, as @han, President and Chief Executive
Officer of the Corporation, and Kurt A. Tjaden,\4ise President and Chief Financial Officer of ther@ration, each hereby certifies, pursuan
to 18 U.S.C. Section 1350, as adopted pursuartéctidd 906 of the Sarbanes-Oxley Act of 2002, ttwathe best of his knowledge:

1. The Report fully complies with the requiremenit$Section 13(a) or 15(d) of the Securities ExdeAct of 1934; and

2. The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of the
Corporation as of the dates and for periods exptessthe Report.

By: /s/ Stan A. Askren

Name: Stan A. Askren

Title: Chairman, President and Chief Executive
Officer

Date: February 27, 2015

By: /s/ Kurt A. Tjaden
Name: Kurt A. Tjaden

Title:  Vice President and Chief FinanciafiGdr
Date: February 27, 2015

This certification accompanies the Report purstaustection 906 of the Sarbanes-Oxley Act of 2002 shrall not, except to the extent requirec

by the Sarbanes-Oxley Act of 2002, be deemed hilethe Corporation for purposes of Section 18 ef$lecurities Exchange Act of 1934, as
amended.



