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MANAGEMENT DISCUSSION SECTION

Operator: Good morning. My name is Sally, and I willbe your conference operatortoday. I would like to
welcome everyone to the HNI Corporation's First Quarter Fiscal 2015 Results Conference Call. Alllineshave been
placed on mute to prevent any background noise. After the speakers'remarks, there will be a question-and-answer
session. [OperatorInstructions] As areminder, today's conference callisbeing recorded. Thankyou.

Mr. McGough, you may begin your conference.

Matthew D. McGough

Vice President-Corporate Finance

Good morning. Thankyou for joining us for the HNI Corporation conference call to discuss first quarter and fiscal
2015 results announced y esterday after market close.

Copiesofour financial news release and earnings presentation including non-GAAP reconciliations have been
posted on our website, www.hnicorp.com. Joining me today from HNI Corporation are Stan Askren, Chairman,
President and CEO, and Kurt Tjaden, Vice Presidentand CFO.

Statements made during this call that are notstrictly historical facts are forward-looking statements which are
subject to known and unknown risk. Actual results could differ materially from expected results. The earnings
presentation posted on HNI Corporation website include additional factors that could affectactual results. The
corporation assumes no obligations to update any forward-looking statements made during the call.

I'm pleased to turnthe call overto Stan Askren.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director
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Good morning, everyone. We'll share an assessment ofthe first quarter 2015; provide somethoughts and our
outlookfor secondquarter and full year 2015 as well. We'll then open the call for questions.

We had a great start to the year. Consolidated sales wereup 16%. We delivered strong earnings results as
projected, while continued significant investments for long-term profitable growth. Our Office Furniture business
has outperformed the market with double-digit top line growth. Our supply driven business sales were up 15%.
Salesin the remaining Office Furniture businessesincreased 13%, led by 15% growth in our North American
contract business. This is the third consecutive quarter our North American contract business has deliver ed
double-digitsales growth.

Our Hearth salesincreased 24%including the Vermont Castings Group acquisition or 3%organically. Strong
growth continuedin new construction sales with organic growth 0f18%. And as expected, organicremodel retrofit
sales were down due to very challenging y ear-over-year biofuel product sales comparisons. I'm very pleased with
our first quarter results and our momentum heading into the second quarter.

I'll turnitoverto Kurt Tjaden.

Kurt A. Tjaden

Vice President and Chief Financial Officer

Thank you, Stan. Additional financial highlights for the first quarterinclude, consolidated gross marginsincreased
35.2%compared to 34.3%inthe prior year quarter due to volume,increased price realization and strong
operational performance. As a percent ofnet sales, total selling and administrative expenses excluding
restructuring charges and gain on prioryear's sale ofassetsincreased 10 basis points. The benefit ofhigher
volume was morethan offset by higher freight costs, investments in strategicinitiatives, higher incentive-based
compensation and the impact ofthe acquisition.

We recognized $1.5 million of restructuring and transition costs in the quarter in connection with previously
announced manufacturing facility closures.In 2014, we recognized an $ 8.4 million gain on the sale ofa vacated
facility.

Stan?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Our outlook for the second quarter, we expect to again deliver strong sales and earnings growth in the second
quarter. Our Office Furniture market momentum is strong, and we project continued growth across all channels.
Inthe Hearth business, we anticipate continued strong growth in new construction sales. Remodel retrofit sales
will again be lower due to challenging year-over-yearbiofuel product sales comparisons. I'll say it again; we have
great momentum and are well-positioned to continue deliver strong results.

Kurt?

Kurt A. Tjaden

Vice President and Chief Financial Officer

So financial outlook for the second quarter and the full year. For the second quarter2015, we anticipate overall
salesgrowthtobe12%to 16%or 8% to 12% organically. Office Furniture sales are expected to increase 8%to 12%.
Sales of the supplies driven channel are forecasted to increase 5%to 9%. And sales in the rest of our Office
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Furniture businesses are projected to increase 11%to 15%. Hearth sales are expected to be up 35%to 39%or up
8% to 12%on an organic basis.

Gross profit margin excluding restructuring and transition costs, is forecasted to modestly improveversus second
quarter 2014, when it was 36.3%. Non-GAAP SG&A as a percentage ofsales excluding restructuring,impairments
and gain on sale of assetsis expectedto be similar to second quarter2014, when it was 30.5%.

The effective taxrate is projected to be approximately 35%for the full year. Capital expenditures for the full year
are forecasted to be $110 million to $115 million,and our estimated range for non-GAAP earnings per diluted
share for the second quarteris $0.47to $0.52.For the full year, we are raising the low-end of our estimated
guidance $0.05.0ur new estimated range for non-GAAP earnings per diluted share is $2.50to $2.65.

Stan?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Andin conclusion, we enter the second quarter with continued strong momentum across our businesses and we're
well-positioned to grow sales and significantly increase profitsin2015.

With those comments complete, Kurt and I willnow openit up for questions.

QUESTION AND ANSWER SECTION

Operator: [Operator Instructions] Your first question comes from the line of Matt McCall with BB&T Capital
Markets. Yourline is open.

Matthew S. McCall
BB&T Capital Markets

Thanks. Good morning, everybody. So let's start with contract. I mean the outperformancethereis noteworthy.
Can you point to anything, Stan, that you're having particularsuccess at? Isit a productcategory? Isita certain
segment ofthe market? How are you able to do so much better than the industry?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

It's broad based, Matt. There is nothing particularto call out, exceptto say it'sbroad based.

Matthew S. McCall
BB&T Capital Markets

Andyoumean,isthatbroad based product, isthatbroadbased customer,is that broad based end -market,
productshop, project size? I mean, is it kind of all those?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Yes, sir.
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Matthew S. McCall
BB&T Capital Markets

Okay. That's fair. Kurt, your incremental margin in Hearth, I knowit's being impacted by Vermont Castings. But
canyoutalkabout whatitwasonanorganic basis? How we should lookatit,both onan organic basisand with
Vermontforthe rest ofthe year?

Kurt A. Tjaden

Vice President and Chief Financial Officer

Yeah. So our outlook for that, Matt, is basically unchanged. You oughtto expect core He arth leverage for the year
tobe wellnorth ofthat 35% number that we've talkedin the past. And ifyou put Vermont Castings in there, all -in,
it ends up being kind of mid-teens. So that outlookis consistent with what we had talked on prior calls.

Matthew S. McCall
BB&T Capital Markets

So you talked about that 30%to 35%, you're saying well in excess 0f35%, isthat...?

Kurt A. Tjaden

Vice President and Chief Financial Officer

I would say 35%is still the right number; could be, butI'd — still 35%is the right place.

Matthew S. McCall
BB&T Capital Markets

Okay.I thought I heard awellinexcessinthere, so maybenot. So you'vetalked about a couple ofthings that
impacted margins, freight, investments in initiatives and then incentive s. Can you talk about each one ofthose
buckets, and then, how we should look at those items through the remainder ofthisyear?

Kurt A. Tjaden

Vice President and Chief Financial Officer

Sure. So I'll take that cut out, Matt, higher freight costs, clearly carrier capacity, West Coast port disruption plays
an impact, we'd expectto see that continue. Investments in strategic initiatives, we talked about that. We have
attractive investment opportunities that have great payback. Those I would expect to see continue. Higher
incentive based comp is the combination ofas our earnings increase, we pay out more profit sharingto our
members. And the otherimpact inthe quarteris fair market value on deferred stock. So as our stock price goes up,
that has an impact, and acquisition will roll offin the fourth quarter. So I would say relatively balanced for the
quarter between them, but those, particularly on the investments and strategicinitiatives,thoseare the things that
are drivingthe top line and we'd expect to see drive the kind ofincremental margin and leverage that we talked
about fortheyear.

Matthew S. McCall
BB&T Capital Markets

And when you say balanced across those, is that on a dollar basis? And ifso, what was the total dollar impact o f
thoseitemsinthe quarter?

Kurt A. Tjaden

Vice President and Chief Financial Officer
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Yeah.I'dsay, dollar baseisrelatively balanced, kind of $2 million to $3 plus million per —oneach ofthem for the
quarter.

Matthew S. McCall
BB&T Capital Markets

Okay.And thenfinal oneI haveisreally onprice cost. Canyouremind us the price benefit you had onyear -over-
year basisand how much ofthat was offset or helped by inflation or deflation?

Kurt A. Tjaden

Vice President and Chief Financial Officer

Yeah, so pricing has been positive. We put pricing across all of our businesses. Thus far this year, its average call it
3% type pricing. And commodity inflation modest, again, as we talked, kind 0f2% to 3% inflation, notalot ofthat
in the first quarter, but would expectthat relationship to be positive for the full year outlook.

Matthew S. McCall
BB&T Capital Markets

Okay. So for the quarter, you had a net benefit?

Kurt A. Tjaden

Vice President and Chief Financial Officer

Yes.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

But I'll remind you, Matt, we have peoplecosts going up, we havefreight costs going up, et cetera. So Kurt's
answer to yourquestionis correct, priceto the materialsis an advantage,butifyoulookoverall, it'snotan
advantage.

Matthew S. McCall
BB&T Capital Markets

So they basically net each other out?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Close enough. Close enough.

Matthew S. McCall
BB&T Capital Markets

Okay, Allright.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Close enough.
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Matthew S. McCall
BB&T Capital Markets

Thank you, guys.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Youbet.
Operator: Your next question comes from the line of Budd Bugatch with Raymond James. Your line is open.

Beryl Bugatch

Raymond James & Associates, Inc.

Good morning, Stan. Good morning Kurt. Good morning, Matt. A couple of questions, or help maybe educate me.
What surprised youinthe quarter; what came in differently than what you might have expected when you gave
guidance, or going intothe quarter? Was there anything that surprised you, or thought thatyou wouldlike to help
us understand?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Yeah, I mean Budd first off I think we came in, as we projected.So we came in, the midpoint ofour guidance, the
overall glide path for uswasright on. So, A, we weren't surprised with the overall results, just to be clear. Now,
what was difference than we thought on the downside was biomass was softer than we thought. We had it down,
we didn'thave it down as much asit ended up down, that'sa function of weather. Last year, asyou recall, we had a
huge biomass bump, because it was very, very cold, seems like it was cold thisyear, but not as cold aslast year,
and so the biomass would have been softer than anticipated.

Beryl Bugatch

Raymond James & Associates, Inc.

Okay. And profitability, Kurt, I was trying to get to yourmid-teens, excluding Vermont Castings and make sure
we're calculating the contribution margin properly. We get, just on the raw numbers, a 4% contribution margin
year-over-year. And then ifI try to do it sequentially, I think I getto a 30% plus. So is that the more relevant,
sequentially, since Vermont Castings was in the fourth quarter?

Kurt A. Tjaden

Vice President and Chief Financial Officer

You're talking for the second —rather for the full year [indiscernible] (13:04).

Beryl Bugatch

Raymond James & Associates, Inc.

I'm talking for the first quarter,looking at the contribution margin.Y ear-over-yearin Hearth, I getto like 3.7 %
looking at....

Kurt A. Tjaden

Vice President and Chief Financial Officer

Yeah.
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Beryl Bugatch

Raymond James & Associates, Inc.

...at thatjust onthe raw numbers. But that doesn't include Vermont Castings in the base. So I'm trying to
understand, you said mid-teens without Vermont Castings.

Kurt A. Tjaden

Vice President and Chief Financial Officer

Yeah, that would be a fullyear number Budd, when I talked mid -teens, butfor first quarter, your numbers would
be aboutin the ballpark.

Beryl Bugatch

Raymond James & Associates, Inc.

Okay.So maybe help us — help educateus asto howthat playsout over the year, because that's a fairly wide
standard deviation or variance from the averageofthe year, or is there any way to do it, or just...?

Kurt A. Tjaden

Vice President and Chief Financial Officer

Yeah, the way I thinkaboutit, Budd, is with any acquisitions, as we integrate, as we come up on the lean that we'll
bringto bear, you'll see that acceleration onleverage on Vermont Castings through the year. The otherpiece,
recall, asyoucome into the backhalfofthe year you'vegot ahigher volume than you do in the first half. So the
benefit will be greater, but it's really just growing into that acquisition, as we kind of come up onthat one year
anniversary and realize the benefits ofthe investments we're making to transform that business.

Beryl Bugatch

Raymond James & Associates, Inc.

Okay.Andis it ontrackasyouwanteditto be?

Kurt A. Tjaden

Vice President and Chief Financial Officer

Y es, itis[indiscernible] (14:39).

Beryl Bugatch

Raymond James & Associates, Inc.

I mean it was operating fairly well when you bought it, as I recall. The leadershiptherehad done a pretty good job.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Well, yes, the leaders have doneanice job, but I think we were clear, it is a transformation opportunity, the value
creation opportunity isto bring that businessup to par with the rest of our Hearth businesses both front-end and
back-end, sales growth and costs. And so I don't recall the margins exactly on that, but they werea — maybea
third ofwhat our corebusinessis, and so the opportunity for us as Kurt is saying, is to apply ourresources, know-
how, lean thinking, manufacturing front-end capability alongside that management team and bring them up to
where the rest of our businessis at.
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Beryl Bugatch

Raymond James & Associates, Inc.

Okay. Allright, and just a couple ofotherones,ifI could. Thankyou for that. The freight costs, that's primarily
due to the shortage ofdrivers or you said something about I think the West Coast port strike, or port disruption.
How did thatimpactyou?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Yeah, Kurt —the answer to yourquestionsisyes, it is primarily carrier capacity which is being driven by driver
capacity. So that's the real takeaway. Kurt mentioned, port slowdown, that had a modest effect in the first quarter,
we're not going lay anything offon that. We felt it more keenly. In the fourth quarteroflast year, we worked it
through, we get paid to kind of sort all that out. So it has an impact, but I wouldn't dial in on that and whatever
residual effect is still there, we work through, I would say.

Beryl Bugatch

Raymond James & Associates, Inc.

Okay.And did you quantify the freight increment that you saw?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Yeah, Ithink Kurttooka shot atthat of $2 million to $3 million, somethinglike that, Budd.

Beryl Bugatch

Raymond James & Associates, Inc.

And that continues each quarter for the next until we —when do anniversary that?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Well, I think it continues. I thinkthe whole freight thing,as you know, is very dynamic. I think supply and
demand have to kind ofreach an equilibrium and it's not clear to me that the driver situation hasbeen resolved
andit's gotto beresolved. So willit continue?I thinkit will in the foreseeable future. When does it plateau? I
don't know.

Beryl Bugatch

Raymond James & Associates, Inc.

Okay.And my last questionrelates to corporateoverhead.It's equivalent,I think, in this quarter to what it wasin
first quarter, or very similar. Is the right way to thinkabout that now flat, and is there something in there that
needsto be accounted for?

Kurt A. Tjaden

Vice President and Chief Financial Officer

Yes. As1talked for the quarter Budd, we had a couple ofthings that play through there.One, on the strategic
investment front,we continuedto havemorea full runrate on our BST, Business System Transformation
initiatives, so thereis some incremental on that. And the second part is the fair market value on stockand
incentive based comp. So I would expect akind 0f10%, 12%increase on corporate overhead for the full year.
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Beryl Bugatch

Raymond James & Associates, Inc.

And quarter-by-quarter, just that way, Kurt, or...?

Kurt A. Tjaden

Vice President and Chief Financial Officer

Yeah, hard to layitin but, particularly with the stock price, but I think flowing pretty evenly through the year.

Beryl Bugatch

Raymond James & Associates, Inc.

Thank you. All right,thanks. Thanks so much. Congratulations on a good quarterand good luck for the rest ofthe
year.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Thanks Budd.

Operator:Your next question comes from the line of Josh Borstein with Longbow Research.Y our line is open.

Josh A. Borstein
Longbow ResearchLLC

Hi, good afternoon everyone.Thanks for taking my questions here. Just on the last question that Budd asked on
corporate expense, just to make sure I understand. Yousaid to anticipate 10%to 12%higher versus what the
corporate expenses were last year?

Kurt A. Tjaden

Vice President and Chief Financial Officer

Correct.

Josh A. Borstein
Longbow ResearchLLC

Okay .

Kurt A. Tjaden

Vice President and Chief Financial Officer

For the full year, Josh.

Josh A. Borstein
Longbow ResearchLLC

Got it. Okay. Thanks. And then just onthe guidance, you broughtup the low-end by $0.05. Where do you see
revenues for the full year? Are you still anticipating mid -single digits in Office and mid-single digits in Hearth?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director
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Correct,Josh. We do.

Josh A. Borstein

Longbow ResearchLLC

Okay.Andthe 2Q guide maybecame in alittle bit lower wherethe Street was. Could you helpusunderstand
maybe the flow ofthe year where the Street maybegot it wrong alittle bit;do you see the year alittle bit more
back-halfweighted in terms ofearnings?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

First off, we're never clear of what the Street comes up with, Josh.

Josh A. Borstein
Longbow ResearchLLC

Okay.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

I'm glad youlaughed at that. I don't really know, we quite frankly,I'll make my speech and thenI'll try to answer
your question. We're not terribly concerned about quarter-by-quarterto be honest with you. The Street really
focuses on quarter. We kind of take a longer view. We give, we try to help the Street by giving quarterly guidance,
butwe're not anticipating this quarterand the next quarter and trying to steer that, that'sjust a waste ofour time
and it leadsto bad investment decisions from where we sit. So it does move around, we get you guys get paid to
figure that out. So where do I thinkthe Street missed it? My guessis, we're probably moreback-end loaded than
the Streethave.Idon't know Kurt, what'syour viewon that?

Kurt A. Tjaden

Vice President and Chief Financial Officer

I think its normal fluctuation and there is nothing of significance from a shift first half to second. I just...

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

We — Josh, to be honest withyou, I haven't changed my view ofthis business, in fact ifanything, I'm more positive
than the last time we talked. The Street gives kind ofsome funny —takes on some funny signals on this. We
delivered rightin the midpoint of our guidance. We hit what we thought we were goingto do, feel really good
about that, still feel great about the year, big time increasefor the year, strong top line in Office Furniture,really
strong new construction in Hearth. I mean, if single-family starts around 4.5%and we're up 18% on our new
construction business, we're doing really well there, I think that's going to continue. And so, the restkind of comes
downto sort of, it's choppy from where we sit, we don't worry too much about that and I think maybethe Street
thoughtit was goingbe smoother,Idon't know.

Josh A. Borstein
Longbow ResearchLLC

Yeah.No, I hearyou,and I agree with everything you're saying. From everything I'm hearing, you feel every bit as
good aboutthe business asyou did last time. So all the indicators certainly seem positive from what I'm hearing.
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Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Right on.

Josh A. Borstein

Longbow ResearchLLC

Andyouguys mentioned you've been taking share. Andclearly the last three quarters in contract have been very
strong for you guys. Do you haveany idea who you're taking share from? And do youthinkit's the big national
players, maybethe smallerregional players?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Youknow, Josh, we're smiling here. We are very careful to claim when we're taking share because that's kind ofa
wicked game, because —and if we don't take it in the quarter then I gotto come tellyou that I thinkwe're
performing very wellis where I'm at. And so where is that — I thinkwe're outperforming the market. Where is that
coming from? Well, typically in this business taking share in the short-term is really kind of challenging. So I think
we're outperforming because, A, the marketis performing well; B, I thinkwe're in the right spot with the right
customers and the right model. Third, I thinkit's coming from a bunch ofthings, front-end investments, back-end
investments, middle investments,I just thinkall of our companies are performing well. I mean they're all working
theleversand it seemsto be happening. And I thinkifyou say, who are we outperforming to, startsto —get close
to your question, I'd say it's probably coming a little bit from alot. But we don't — becausewe're still broadly
diversified, it'sreally even hard for us to tell, Josh. It just kind of comes and when it comes, it feels great, and
whenit doesn't, we go workall the levers that turn that around.

Josh A. Borstein

Longbow ResearchLLC

And just speaking to that diversification that youguys have, have there been any shifts with any ofthe lines, say,
more HON, more Allsteel; anything that gives you any indication of maybe some changes?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Well the answer is, they are all — our big horses are all pulling nicely together and there haven't been big shifts.
The thing I would say is the supply side ofthe businessis comingbackonlinein abig way.I mean the numbers we
gaveyouwas the supply driven business sales were up 15%and then Kurt gave you that they're goingto be up 5%
to 9% in the second quarter. That's a nice improvement over wherewe've been post-recession. As you recall, small
business, which tends to be —small business comps tends to be the bigger driver on this, has been slow to come
backonline. And we're starting to see this portion ofthe business comebackonline and that'sreally a great
economic engine for the corporation. So I thinkthat's the good news and that's also why I feel — continue to feel
good about the outlook for the business.

Josh A. Borstein
Longbow ResearchLLC

Isit your sense thatthe small business ownerisjust has greaterconfidencein the economy and maybeis going
forward with some projects that they were hesitant on before?
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Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Yeah. That's our sense and I would say it's been creeping back, I mean it'sbeen much slower thanI think any ofus
thought it would comeback, but yes, it feels like slowly the confidence is coming back, they're stepping for, some
of the uncertainty is diminishing, and then, it's not just projects, it's also the day -to-day replacementsort ofthing
as well.

Josh A. Borstein
Longbow ResearchLLC

And justonelastone for me. The operational performance youguys saw in Office this quarter; anice
performance, up 300 basis points, the EBIT margins; contribution margin approaching 30%. Was that better than
your internal expectations? And what could we expect going forwardin that segment?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Yeah.Ithinkthe answerto yourquestionisit's what we expected. And what you should expect going forward is
the same. We said that we should deliver for the year25%to 30%leverage on the organic portion ofthe business.
And so we're really programming that and drivingleaning into that number. And that's what we're expecting,
Josh.

Josh A. Borstein
Longbow ResearchLLC

Great. Thanks for taking my questions.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Yeah, thankyou.

Operator: Your next question comes from the line of Todd Schwartzman with Sidoti & Company. Your line is
open.

Todd A. Schwartzman
Sidoti & Co. LLC

Hi. Good morning, guys. Just wanted to follow-up on Josh's question. The op margin, 5% for Furniturefor the
quarter, what is the ceiling on that for the foreseeable future?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Yeah, that'sagreat question,Todd.I don't know. We said 25%to 30% margin this year, and quite frankly, we are
investingin coresort ofoperation improvements and we've got more ofthat onthe board planned and are
executing.So I don't know what the ceilingis yet. Our objective is to continue to drive that up.

Todd A. Schwartzman
Sidoti & Co. LLC

FACTSET: callstreet 13

1-877-FACTSET www.callstreet.com Copyright © 2001-2015 FactSet CallStreet, LLC



HNI Corp. N @ corrected Transcript
Q1 2015 Earnings Call 23-Apr-2015

And are there product categories that might be particularly helpful on that front? I guess this dovetails with the
market share question, where are you making the mostinroadsin the past 12 months?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Well, we're working all the product categories, Todd. And again, we're very broadly diversified in sort of market
segments and product categories and et cetera. And our objective is to be working all ofthose. And so, I would say,
we're seeing progressin all of those categories as well.

Todd A. Schwartzman
Sidoti & Co. LLC

Got it. You may havementioned, I didn't hear the beginning ofthe prepared remarks, but the biomass sales, what
was thaton asa percentage oftotal Hearth sales for the quarter?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

I think, isyour question, what percentage is biomass ofthe total Hearth business?

Todd A. Schwartzman
Sidoti & Co. LLC

Correct.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

It's like a third, Todd.

Todd A. Schwartzman
Sidoti & Co. LLC

Okay.You'vementionedthe strategicinitiatives.  wonderifyou canjust kind ofgive some morecoloronthat,
and also speakto whether there'sbeen any changes as far asyour outlook for uses of cash?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Well, I'll comment on the strategic initiatives and we'll talk about the cash second. So again, I sound like I'm
beating the same drum, broad based. So strategicinitiatives around the front-end, strategic initiatives around sort
of the back-end manufacturing, logistics, distribution, and then the middle, which is abig one, we're working right
now, our Business System Transformation. And so we're working all of these and then each ofthe op companies,
each ofour brands, eachofbusiness models are working this as well. And it'sreally more —it's more of what we've
been doing, is what we see going forward as well.

Uses of cash, same sort ofpriorities, A, we're going to pay, —well, A, we're going to invest in the business and
projects that we think can generate a strong return for shareholders. Second, we're going to pay a strong and
growing dividend. Third, we're going to —when we see an acquisition that makes sense, that we can createvalue,
that creates economic profit, we're going to do it. And then finally we're going to buy stockback. Atleast offset
dilution and there maybeopportunities thatwe buy alittle bit more; same sort of priorities as we've b een working
and I see that same sort ofpriorities as we go forward.
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Todd A. Schwartzman
Sidoti & Co. LLC

Excellent. Thankyou very much.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Thank you, Todd.

Operator: Your next question comes from the line of Matt McCall with BB&T Capital Markets. Your lineis open.

Matthew S. McCall
BB&T Capital Markets

Thanks. One more from me. Kurt, I thinkyou said —or maybe it wasyou, Stan, mid-single-digit growth is still the
way tolookat the full year. And I'm specifically referencing Furniture here. You did 14%in Q1. You're guiding to
10%in Q2 to getto mid-single-digits, and I don't know if maybe that was an industry comment, but that would
imply a pretty substantial slowdown. Did I misunderstand it, or is there something more we should be thinking
about?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Well first off, Matt, you got to take in the year-over-year comparison. So when yousay slowdown, I don't know
what that means. Do we think the market is slowing down?No. Do I thinkthere maybeyear -over-year comparison
differences?Yes. So don't take my comments as anything other than, as I said, I thinkJosh asked a good question,
I talked about where the momentum is. Our view is the momentum ofthe market will continue and actually will
improveover wherewe're at. The year-over-year comparison, I don't know, Kurt, and Matt can help you walk that
through, butI don't see aslowdown.Idon't know Kurt, do you have any commenton that?

Kurt A. Tjaden

Vice President and Chief Financial Officer

No.I thinkyougotit.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Okay.

Matthew S. McCall
BB&T Capital Markets

Okay. Perfect. Thankyou, Stan.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Youbet.

Operator: Your next question comes from the line of Josh Borstein with Longbow Research.Y our line is open.
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Josh A. Borstein

Longbow ResearchLLC

Just a follow-up onthe biomass Hearth business; just trying to get abetter sensefor where it may be going.It was
down this quarter, but you had mentioned last yearyou were up against a very difficult comp from weatherthat
helped demand. And last quarter when you talked about it, you had also talked about this business havingalong
tail, where peopleremember what energy prices were like before they went down. And it's slo w to maybe
decelerate. So going forward, do you see abounce backin biomass or atleast not declines that weren't as — the
magnitude not as great as this quarter?

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

The answer isit tends over acouple of years to kind oflevel out, and so last year, I'm looking at my team here,
biomass wasup 40%...

Kurt A. Tjaden

Vice President and Chief Financial Officer

45%.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

...45% same period, so it'sbounced high. This quarter it's down something like 30%. And so where it's going to
end-up Josh, it's going to end-up somewhere in the middle there. And it's a tricky business forecast, because it's
seasonal product. It'sa dealer retail product, and it'sdriven by the costofenergy, namely fuel oiland LP, and it's
driven by weather. And so —and we're the predominantplayerinthat category. We have avery large sharethere,
and so it's — the answer to yourquestion again is this, it's going to be somewhere between that 45%to minus 30%
level.

Josh A. Borstein
Longbow ResearchLLC

Thanks for the help.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Yep.

Operator: There are no further questions at this time. Mr. Askren, I'll turn the callbackoverto you.

Stanley A. Askren

Chairman of the Board, Chief Executive Officer, President, Director

Thank you. Well, we appreciateeverybody's interest in HNI and we look forward to talking with you in the future.
We hopeyouall have agood day. Thankyou.

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