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Our Vision

We, the member-owners of HNI
Corporation, exist to enhance where
people work, live, and gather.

WE WILL:

1. Create long-term value for shareholders
and stakeholders.

2. Be agreat place to work.

3. Be aresponsible global citizen.
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Our Core Beliefs

We are fueled by a passionate winning spirit.
Our success depends on living our core beliefs every day.

ALWAYS A BETTER WAY

Built around Rapid Continuous Improvement (RCI) and the
belief we all have something unique and valuable to contribute
every day, we view problems as opportunities waiting to be
uncovered and actively participate in finding solutions.

SHARED RESPONSIBILITY AND REWARDS

We hold ourselves accountable for results and win together.
As company owners, we are trusted to make decisions that
improve our business.

POSITIVELY IMPACT THE PLANET

We strive to sustainably use natural resources, minimize our
footprint on the environment, and conduct business in ways
that are good for people and the planet today and for
generations to come.

FAIRNESS AND RESPECT

We operate in a spirit of cooperation. We value treating
each other honestly and with fairness and respect. We
do what is right for HNI and for one another.

INTEGRITY WITHOUT COMPROMISE

How we do business is important to us. We believe in
always doing the right thing. We hold ourselves and
others to the highest standards in all we say and do.

A COMMUNITY FOR EVERYONE

Everyone is welcome. We value using each other’s
differences in experiences and ideas to solve problems
and better serve our customers. We strive to improve
the communities where we work and live.



A Letter to our Shareholders

Dear Shareholders: |n 2020, our members adapted, stayed
agile, and kept the Corporation strong in the face of challenging
conditions, as they continued to demonstrate what is unique
about HNI. Despite a global pandemic, we generated strong
cash flow, which allowed us to close multiple acquisitions,
continue paying our dividend for the 65th consecutive year,
fund key growth investments, and grow our cash balance—all
while leaving our debt levels unchanged. | am extremely proud
of and grateful for the efforts of all HNI members.

As we look forward, | am
confident about our enhanced
competitive positions and
ability to drive profit growth.
We have two differentiated
business segments, well
positioned to benefit from

a recovery of the economic
cycle, multiple supportive
secular trends, and many
HNI-specific growth drivers.
We have diversified revenue
streams and clear
opportunities to drive
revenue growth and
shareholder value.

In my 2019 Letter to
Shareholders, | told you
that after two years of

focusing on our ERP implementation, manufacturing
footprint reconfiguration, and new market dynamics, our
focus in 2020 would shift to advancing our go-to-market
capabilities and leveraging our lean heritage. Circumstances
unforeseen at the time of the letter caused us to shift our
focus—initially to our cash flow and balance sheet as we
persevered through the worst parts of the pandemic, but
ultimately to a more offensive posture as 2020 progressed.
While COVID-19 delayed the full implementation of our
Profitable Growth Strategic Framework, it did nothing to alter
our strategy, nor did it impact what differentiates HNI. As the
global economy slowly recovers, we remain well positioned
to drive sustained revenue growth, expand margins, and
generate free cash flow, with each supporting strong future
shareholder returns.

Our Strategic Vision is unchanged.

Focus on the customer. \We continue to broaden our
involvement in and understanding of the entire customer
journey. We are investing in data analytics, digital assets,
digital marketing, e-commerce capabilities, and market
coverage.

The acquisition of Design Public Group in late 2020 exemplifies

this customer first mindset. The way customers search for
and buy products continues to rapidly evolve, and we are
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pursuing a deeper understanding of customers working both
in the office and at home. Design Public from its beginning
was created to provide a better experience for customers to
search for, select, and source sought after and often difficult-
to-find solutions. DPG is a perfect addition to the HNI family.

In Residential Building Products, we are gaining momentum
with our efforts to better understand and connect with the
homebuyer and homeowner. To better influence the home
purchase or remodeling journey, we are investing in digital
marketing, accelerating our social and targeted media efforts,
and partnering with influencers. These efforts are already
driving large numbers of new visitors to our websites, creating
new leads, and delivering increased orders. And, there is
much more to come.

Simplify the buying process. Buying office furniture and
hearth products can be complicated and time-consuming.
Based on our work to understand the customer more deeply,
we can and will make things easier. We have the scale and
resources to lead this charge, and we are incorporating
technology and digital assets to help customers more quickly
and effortlessly navigate the buying process; and create an
effortless winning experience for those partnering with HNI.
For instance, we are launching visualization tools, including
mobile-enabled augmented reality applications across our
suite of brands to help the consumer imagine their possibilities
and ultimately simplify their decision making process.
Leverage our lean heritage. All HNI member-owners
embrace the principles of lean manufacturing daily, as
they always look to find a better, more efficient, and more
environmentally friendly approach. Members scrutinize
every facet of our business to identify areas of waste,

and then refine and streamline. You can see this

“rapid continuous improvement” (RCI) in
action from the manufacturing floor to the

administrative offices to our customer
interactions. This focus on RCI benefits our
shareholders as we focus on delivering
annual productivity and cost savings that
allow us to grow earnings and invest in
our future.

A great example of this is our strong
2020 cash flow generation. For the full
year, we delivered $173 million of free
cash flow, which was up 13% from
2019. Our debt levels were unchanged,
and our cash balance increased,
despite consistent pandemic related
top line pressures through most of the
year; and, after funding multiple
acquisitions, increasing our growth
investments, and covering our
quarterly dividend payments.



What differentiates us is unchanged.

Our business models differentiate us.

Workplace Furnishings segment — a business with unmatched
price point breadth, unparalleled product depth, and an
expanding service offering, with unsurpassed market access
and an unrivaled range of fulfillment capabilities.

These differentiators position us well for a wide range of
market scenarios that could play out in a post-pandemic
world. We will benefit from return-to-work trends related to
work-from-home, de-densification, and/or de-urbanization.
And, we will capitalize on our positioning and leverage our
operational excellence heritage to expand margins in the
Workplace Furnishings segment.

Residential Building Products segment — a truly unique
vertically integrated business with truly unique opportunities
to drive growth.

We are the market leader in the fireplace and hearth products
industry, where we consistently generate operating margins
in the high teens and are capturing strong growth in both
the new construction and remodeling markets. While both
markets have strong fundamentals, we can drive even greater
growth by better connecting with homeowners and
homebuyers in this traditionally undermarketed industry.

In the new construction market, which accounts for about half
of the segment’s revenue, 67% of homebuyers see having a
fireplace as a “must-have” feature of their new home, but
fewer than 40% buy one. On the remodel-retrofit side, we
estimate that fewer than 3% of all remodeling projects involve
a fireplace. To take advantage of these opportunities, we are
investing to drive overall awareness and demand. The early
indications of these efforts are very encouraging.

Our people differentiate us. Our unique and powerful
member-owner culture is our foundation—driving our success
and providing confidence in the future. It is based on
empowered accountability. Every member has the opportunity
to deliver value, is empowered to do so, and is tightly aligned
with performance through stock ownership and profit sharing.
This creates a strong culture of ownership and a sense of
shared responsibility. Our member-owners are committed to
viewing challenges as opportunities, not only to help our
customers succeed but also to positively impact our planet.
We strive to sustainably use natural resources, minimize our
environmental footprint, and conduct business in ways that
are good for the planet today and for generations to come.

Our view of our world differentiates us. |n 2018, we
published our initial Corporate Social Responsibility (CSR)
report, which introduced our Environmental, Social, and
Governance (ESG) goals. Since then, we have made good
progress toward attaining these goals:

We achieved our 10% energy
reduction goal. We began
sourcing renewable
electricity, which reduced
our Scope 1 greenhouse gas
emissions by over 35%. And,
we diverted over 90% of
waste away from landfills at
two of our facilities.

We also become a signatory
to the UN Global Compact
and joined RE100. We set
aggressive science-based
carbon emission reduction
goals aligned with the 2015
Paris Agreement. And
annually, we donate 1% of
our pre-tax profit to improve
the quality of life in the
communities in which we

operate.

Additionally, in 2019, | signed the CEO Action for Diversity and
Inclusion pledge, and we strengthened our initiatives to ensure
HNI is a welcoming community for everyone—where we
celebrate our members’ unique characteristics and talents.
Finally, in each of the last three years, we have been recognized
by Women on Boards and by The Women’s Forum of New York
for the diversity of our Board of Directors, which is 50% female.

We continue to ramp up our ESG activities and expand our
sustainability commitments. Later this Spring, we are
planning to issue an update to our CSR report, which will
include aggressive new targets, along with recapping our
recent accomplishments across a number of ESG areas.

I thank you for the
trust you have placed
in HNIL

JEFFREY D. LORENGER
Chairman, President,

and Chief Executive Officer
HNI Corporation
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DESIGN PUBLIC GROUP

The acquisition of digitally-native Design Public Group in late 2020
adds skills, capabilities, and product and customer access that will
help accelerate many of our ongoing strategic initiatives and make

HNI stronger.

www.designpublic.com
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Workplace
Furnishings

HNI is a leading global office furniture
company. Our brands are among the
strongest, most widely known, and
respected in our industry. The depth and

breadth of our products, an increased focus

on expanding our service offering, the scale

and capability of our manufacturing, and
the strength of our distribution enables us
to provide the best office furniture solutions
to meet the needs of every customer—

AAA}

from the largest multinational organizations

to the local entrepreneur.
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Residential
Building Products

Wherever there is warmth and the
welcome glow from a fireplace or heating
stove, chances are it's an HNI brand. \We

are the world's leader in hearth products.
Our hearth brands are the strongest, most
respected in the industry and include a full
array of gas, electric, wood, and biomass

N 4

burning fireplaces, inserts, stoves, facings,
and accessories.

6 | HNI Corporation 2020 Annual Report



5&%@? HARMAN' ¢ MONESSEN HEATEGLO MAJESTIC

CONNECTING WITH HOMEOWNERS

To take advantage of opportunities in this historically undermarketed
industry, we are driving a better connection with the homebuyer and
homeowner through direct and digital marketing, by partnering with
social influencers, using targeted media, and launching visualization tools.

These efforts allow us to better influence their home purchase

or remodeling journey.

www.hearthnhome.com




Financial Highlights

INCOME STATEMENT DATA 2020 2019 NET SALES
Net Sales $ 19553 | $2,246.9 $ 1 9 6b
Non-GAAP Gross Profit* $ 7211 $ 8338 °
Non-GAAP Gross Margin* 36.9% 37.1%
Selling and Administrative Expenses $ 6209 $ 680.0
Non-GAAP Net Income Attributable to HNI Corporation* $ 771 $ 1125 EBITDA (NON-GAAP)
Non-GAAP Net Income as a % of Net Sales* 3.9% 5.0% $
Per Common Share 1 8 5 m

Non-GAAP Net Income Attributable to $ 1.79 $ 2.59

HNI Corporation—Diluted*

Cash Dividends $ 1.22 $ 1.21

FREE CASH FLOW

OTHER FINANCIAL DATA 2020 2019 $ 1 73
Non-GAAP Operating Income* $ 107.0 $ 153.9 m
Depreciation & Amortization $ 77.7 $ 77.4
Non-GAAP EBITDA $ 1847 $ 2313
Non-GAAP EBITDA Margin 9.4% 10.3% CASH DIVIDENDS
Total Debt $ 1754 | $ 1752 $5 2
Debt / Non-GAAP EBITDA Ratio 1.0x 0.8x m
Capital Expenditures (including Capitalized Software) $ 41.8 $ 66.9

Cash Flow from Operations $ 2145 $ 2194

Weighted-Average Shares Outstanding—Diluted 43.0 43.5

* See GAAP to non-GAAP reconciliations on page 72

<
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended January 2, 2021
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Commission File Number: 1-14225

HNI Corporation

lowa 42-0617510
(State of Incorporation) (LR.S. Employer No.)
600 East Second Street
P. O. Box 1109
Muscatine , ITowa 52761-0071
( 563 ) 272-7400

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Trading Symbol(s) Name of each exchange on which registered

Common Stock HNI New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None.

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes No 0O

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
Yes O No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes No O

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted
pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that
the registrant was required to submit such files).

Yes No @O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller
reporting company, or an emerging growth company. See the definitions of "large accelerated filer," "accelerated filer," "smaller
reporting company," and "emerging growth company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer O
Smaller reporting company [ Non-accelerated filer O

Emerging growth company O




If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. O

Indicate by check mark whether the registrant has filed a report on and attestation to its management's assessment of the
effectiveness of its internal control over financial reporting under Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by
the registered public accounting firm that prepared or issued its audit report.

O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).
Yes O No

The aggregate market value of the voting stock held by non-affiliates of the Registrant as of June 27, 2020 was $955,478,789 based on
the New York Stock Exchange closing price for such shares on that date, assuming for purposes of this calculation that all 10 percent
holders and all directors and executive officers of the Registrant are affiliates.

The number of shares outstanding of the Registrant's common stock, as of February 5, 2021, was 42,935,871.

Documents Incorporated by Reference

Portions of the Registrant's Definitive Proxy Statement on Schedule 14A for the Annual Meeting of Shareholders to be held on
May 24, 2021 are incorporated by reference into Part III.
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PART I

Item 1. Business

General

HNI Corporation (the "Corporation”, "we", "us", or "our") is an lowa corporation incorporated in 1944. The Corporation is a
provider of workplace furnishings and residential building products. Workplace furnishings include furniture systems, seating,
storage, tables, and architectural products. These products are sold primarily through a national system of independent dealers,
office product distributors, e-Commerce retailers, and wholesalers but also directly to end-user customers and federal, state, and
local governments. Residential building products include a full array of gas, wood, electric, and pellet-fueled fireplaces, inserts,
stoves, facings, and accessories. These products are sold through a national system of independent dealers and distributors, as
well as Corporation-owned installing distribution and retail outlets. In fiscal 2020, the Corporation had net sales of $2.0 billion,
of which $1.4 billion or 70 percent was attributable to workplace furnishing products and $0.6 billion or 30 percent was
attributable to residential building products.

The Corporation is organized into a corporate headquarters and operating units with offices, manufacturing plants, distribution
centers, and sales showrooms in the United States, Canada, China, Hong Kong, India, Mexico, Dubai, Taiwan, and
Singapore. See "Item 2. Properties" for additional related discussion.

The Corporation’s workplace furnishings segment includes several operating units, marketed under various brand names, that
participate in the office furniture industry. These units include:

Allsteel Inc.

Design Holdings Inc.

Hickory Business Furniture LLC

HNI Hong Kong Limited ("Lamex")

HNI Office India Limited ("HNI India")

Maxon Furniture Inc.

OFM LLC

The HON Company LLC

The Corporation’s residential building products segment includes the Hearth & Home Technologies LLC ("Hearth & Home")
operating unit. This unit, which participates in the hearth products industry, manufactures and markets products under various
brand names. The retail and distribution brand for this operating unit is Fireside Hearth & Home.

For further information with respect to acquisitions, divestitures, operating segment information, and the Corporation’s operations
in general, refer to "Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations" in Part II
of this report and the following sections in the Notes to Consolidated Financial Statements: "Note 1. Nature of Operations", "Note
4. Acquisitions", and "Note 16. Reportable Segment Information".

Markets

The Corporation competes in the office furniture and hearth products markets principally by providing compelling value products
designed to be among the best in their price range for product quality, performance, superior customer service, and short lead-
times. This is made possible, in part, by the Corporation's on-going investment in brands, research and development, efficient
manufacturing operations, and extensive distribution network.

Workplace Furnishings

The United States office furniture market consists of two primary channels — the contract channel and the small- and medium-
sized business ("SMB") channel. The primary end-users for both channels are business customers. Increasingly during 2020,
driven by the remote work environment caused by the COVID-19 pandemic, a portion of the Corporation's sales were to
consumers utilizing the products in a work-from-home office environment. These sales were conducted through both the contract
and SMB channels.

The contract channel has traditionally been characterized by sales of office furniture and services to large corporations, primarily
for new office facilities, relocations, or office redesigns. Sales to the contract channel are frequently customized to meet specific
client and architect/designer preferences. End users generally purchase through independent office furniture dealers who prepare



a custom-designed office layout emphasizing image and design. The selling process is complex, lengthy, and generally has
several manufacturers competing for the same projects.

The SMB channel, in which the Corporation is a market leader, primarily represents smaller orders of office furniture that are less
likely to involve an architect or designer. Sales in this channel are driven on the basis of price, quality, selection, speed, and
reliability of delivery. Independent dealers, national office product distributors, e-Commerce retailers, and wholesalers are the
primary distribution channels in this market.

The office furniture industry is highly competitive, with a significant number of competitors offering similar products. The
Corporation competes by emphasizing its ability to deliver compelling value products, solutions, and a high level of tailored
customer service. The Corporation competes with large office furniture manufacturers, which cover a substantial portion of the
North America market share in the contract-oriented office furniture market. Competitors include manufacturers such as
Steelcase, Inc., Haworth, Inc., Herman Miller, Inc., Knoll, Inc., The Global Group, Kimball International, Inc., Krueger
International, Inc., and Teknion Corporation, as well as global importers. The Corporation faces significant price competition
from its competitors and may encounter competition from new market entrants.

Residential Building Products

The Corporation also competes in the hearth products industry, where it is the market leader. Hearth products are typically
purchased by builders during the construction of new homes and homeowners during the renovation of existing homes. Both
types of purchases involve seasonality with remodel/retrofit activity being particularly concentrated in the September to
December timeframe. Distribution is primarily through independent and company-owned dealers, installing distributors, and
retail outlets.

The hearth products industry is also highly competitive, with products manufactured by a number of national and regional
competitors. The Corporation competes against a broad range of manufacturers, including Travis Industries, Inc., Innovative
Hearth Products, Wolf Steel Ltd. (Napoleon), and FPI Fireplace Products International Ltd. (Regency).

Strategy

The Corporation's strategy is to build on its position as a leading manufacturer of workplace furnishings and residential building
products.

The foundation of the Corporation’s strategy continues to be its distinct member-owner culture which has enabled HNI to attract,
develop, retain, and motivate skilled, experienced, and efficient member-owners (i.e., employees), and which drives a unique
level of commitment to the Corporation’s success. The Corporation aims to leverage this culture to enable profitable growth by
focusing members’ efforts on the following three pillars:

e Customer-First Mindset (focus on the customer) — The journeys customers take buying and using workplace furnishings
and residential building products continue to rapidly evolve — presenting new opportunities to better serve them. The

key to capitalizing on these changes is a deep understanding of customers. To that end, the Corporation is broadening its
involvement in and understanding of the entire customer journey, by investing in data analytics, digital assets, branding,
e-Commerce capabilities, and market coverage. This customer-first mindset will allow the Corporation to identify and
take advantage of new and developing market dynamics.

e  Effortless Winning Experiences (simplify the buying process) — Customers continue to raise their expectations and

demand more effortless experiences. Buying office furniture and hearth products can be complicated and time-
consuming. The Corporation's work to deeply understand the customer, which incorporates technology and digital
assets, will help customers more quickly and effortlessly navigate the buying process. The Corporation has scale, price
point and product breadth, and resources to lead this charge.

*  Own Operational Excellence (leverage our lean heritage) — All HNI member-owners embrace the principles of lean
manufacturing. Members utilize Rapid Continuous Improvement (RCI), which scrutinizes every facet of the business to
identify areas of waste, and then refine and streamline. RCI can be seen in action throughout the Corporation's value
chain from the manufacturing floor to the administrative offices to the customer interactions, as members always look to
find a better, more efficient, and more environmentally friendly approach. This focus on RCI benefits stakeholders as
the Corporation consistently delivers productivity and cost savings that allow it to grow earnings and invest in the future.



Management believes that the skillful execution of these strategic initiatives will support robust organic sales growth, margin
expansion, improved returns, and strong free cash flow, and position the Corporation for continued success.

Sales

Workplace Furnishings

The Corporation designs, manufactures, and markets a broad range of workplace furnishings. The Corporation offers a complete
line of office panel system products, benching, tables, storage, and social collaborative products in order to meet the needs of a
wide spectrum of organizations. The Corporation offers a variety of storage options designed either to be integrated into the

Corporation's office systems products or to function as freestanding furniture in office applications. The Corporation's seating
line includes chairs designed for all types of office work, including task seating, multi-purpose seating, and soft upholstery
lounge. The chairs are available in a variety of frame colors, coverings, and a wide range of price points.

To meet the demands of various markets, the Corporation's products are sold primarily under the Corporation's brands:
HON®
Allsteel
Beyond®

Gunlocke®

Maxon®

HBE®
OFM®

™
Respawn

Larnex®

HNI India®

The Corporation sells its products through various distribution channels. A summary of each channel is as follows:

* Independent, local office products dealers that specialize in the sale of office furniture and/or office products to business,
government, education, and health care entities.

*  National office product distributors that sell furniture and office supplies through a national network of dealerships and
sales offices. These distributors also sell through on-line and retail office products stores.

* e-Commerce focused resellers that sell a wide array of business and consumer products to commercial and non-
commercial customers. Orders are fulfilled both by the Corporation and/or directly by the e-Commerce reseller from
inventory held in their facilities.

*  Wholesalers that serve as distributors of the Corporation's products to independent dealers and national office products
distributors. These wholesalers maintain inventories of standard product lines for quick delivery to customers.

* Direct sales of products to federal, state, and local government offices or in certain circumstances a lead selling
relationship with an end-user.

The Corporation's workplace furnishings sales force consists of sales managers, salespersons, and independent manufacturers'
representatives who collectively provide national sales coverage. Sales managers and salespersons are compensated by a
combination of salary and variable performance compensation.

The Corporation also makes export sales through HNI International to independent office furniture dealers and wholesale
distributors serving select foreign markets. Distributors are principally located in the Middle East, Mexico, Latin America, and
the Caribbean. Through Lamex and HNI India, the Corporation manufactures and distributes office furniture directly to end-users
and through independent dealers and distributors in Asia, primarily China and India.

Residential Building Products
The Corporation is North America’s largest manufacturer and marketer of prefabricated fireplaces, hearth stoves, and related

products. These products are primarily for the home and are sold under the following widely recognized brands:
Heatilator™
Heat & Glo"
Majestic®



Monessen®
Quadra-Fire®
Harman®

Vermont Castings®
PelPro”

Stellar Hearth ™

The Corporation’s line of hearth products includes a full array of gas, wood, electric, and pellet fueled fireplaces, inserts, stoves,
facings, and accessories. Heatilator®, Heat & Glo®, Majestic®, Monessen®, and Stellar Hearth ™ are brand leaders in the two
largest segments of the home fireplace market: gas and wood fireplaces. The Corporation is a leader in "direct vent" fireplaces,
which replaces the chimney-venting system used in traditional fireplaces with a less expensive vent through the roof or an outer
wall. In addition, the Corporation is a market leader in wood and pellet-burning stoves with its Quadra-Fire®, Harman®, Vermont
Castings®, and PelPro® product lines, which provide home heating solutions using renewable fuels.

Hearth & Home sells its products through independent dealers, distributors, and Corporation-owned installing distribution and
retail outlets. The Corporation has a field sales organization of sales managers, salespersons, and independent manufacturers'
representatives.

Largest Customers

In fiscal 2020, the Corporation's five largest customers represented approximately 22 percent of its consolidated net sales. No
single customer accounted for 10 percent or more of the Corporation’s consolidated net sales in fiscal 2020, and management
does not consider the Corporation's operations or financial performance to be dependent on any individual customer. The
substantial purchasing power exercised by large customers may adversely affect the prices at which the Corporation can
successfully offer its products.

Resources

Manufacturing
The Corporation manufactures workplace furnishings in Georgia, lowa, New York, North Carolina, China, and India. The
Corporation manufactures hearth products in lowa, Minnesota, Pennsylvania, and Vermont.

The Corporation purchases raw materials, components, and finished goods from a variety of suppliers, and most items are
generally available from multiple sources. Major raw materials include coil steel, aluminum, zinc, castings, lumber, veneer,
particleboard, textiles, paint, hardware, glass, plastic products, shipping cartons, foam, and fiberglass.

Since its inception, the Corporation has focused on making its manufacturing facilities and processes more flexible while reducing
cost, eliminating waste, and improving product quality. The Corporation applies the principles of RCI and a lean manufacturing
philosophy leveraging the creativity of its members to eliminate and reduce costs. The application of RCI has increased
productivity by reducing set-up, processing times, square footage, inventory levels, product costs, and delivery times, while
improving quality and enhancing member safety. The Corporation's RCI process involves members, customers, and suppliers.
Manufacturing also plays a key role in the Corporation's concurrent research and development process in order to design new
products for ease of manufacturability.

Research and Development

The Corporation's research and development efforts are primarily focused on developing relevant and differentiated end-user
solutions focused on quality, aesthetics, style, sustainable design, and reduced manufacturing costs. The Corporation
accomplishes this through improving existing products, extending product lines, applying ergonomic research, improving
manufacturing processes, leveraging alternative materials, and providing engineering support to its operating units. The
Corporation conducts its research and development efforts at both the corporate and operating unit levels. The Corporation
invested in research and development as follows (in thousands):

2020 2019 2018
Research and development investments $ 35318 $ 34699 $ 33,420




Intellectual Property

As of January 2, 2021, the Corporation owned 101 United States and 122 foreign patents with expiration dates through 2042 and
had applications pending for 25 United States and 43 foreign patents. In addition, the Corporation holds 183 United States and
397 foreign trademark registrations and has applications pending for 9 United States and 11 foreign trademarks. The Corporation
believes neither any individual workplace furnishings patent nor the Corporation's workplace furnishings patents in the aggregate
are material to the Corporation's business as a whole.

The Corporation’s patents covering its hearth products protect various technical innovations. While the acquisition of patents
reflects Hearth & Home’s position in the market as an innovation leader, the Corporation believes neither any individual hearth
product patent nor the Corporation’s hearth product patents in the aggregate are material to the Corporation’s business as a whole.

The Corporation applies for patent protection when it believes the expense of doing so is justified and the duration of its registered
patents is adequate to protect these rights. The Corporation also pays royalties in certain instances for the use of patents on
products and processes owned by others.

The Corporation applies for trademark protection for brands and products when it believes the expense of doing so is justified.
The Corporation actively protects trademarks it believes have significant value. The Corporation believes neither the loss of any
individual trademark nor the loss of the Corporation's trademarks in the aggregate would materially or adversely affect the

Corporation's business as a whole, except for HON®, Allsteel®, Heat & Glo®, and Heatilator".
Government Regulation

The Corporation is subject to a variety of environmental laws and regulations governing the use of materials and substances in
products, the management of wastes resulting from use of certain material, the emission of pollutants from its operations, and the
remediation of contamination associated with releases of hazardous substances used in the past. Although the Corporation
believes it is compliant with the various regulations applicable to its business, there can be no assurance requirements will not
change in the future or the Corporation will not incur material costs to comply with such regulations. The Corporation has trained
staff responsible for monitoring compliance with environmental, health, and safety requirements. The Corporation’s staff works
with responsible personnel at each manufacturing facility, the Corporation’s legal counsel, and consultants on the management of
environmental, health, and safety issues. The Corporation’s environmental objective is to reduce and, when practical, eliminate
the human and ecosystem impacts of materials and manufacturing processes.

The Corporation has expanded its Corporate Social Responsibility commitment and has become a signatory to the UN Global
compact, joined RE100 and committed to 100 percent renewable electricity annually by 2030, and set aggressive science-based
carbon emission reduction goals aligned with the 2015 Paris Agreement. To support these goals, the Corporation has established
metrics to divert waste from landfill, reduce energy use, and lower greenhouse gas emissions from its operations. The
Corporation is also committed to reducing the impacts of its product through evaluations of design and development, and
suppliers and supply chain performance. Integrating these sustainable objectives into core business systems is consistent with the
Corporation’s vision, ensures its commitment to being a sustainable enterprise, and remains a priority for all members.

Compliance with federal, state, and local environmental regulations has not had a material effect on the capital expenditures,
earnings, or competitive position of the Corporation to date and is not expected to have material effect in the near
future. Although, there is no assurance, and environmental requirements or technology could change.

Human Capital

The Corporation strives to attract exceptional talent to its workforce while integrating diversity and inclusion principles in its
hiring and retention process.

An important element of the Corporation's success has been its member-owner culture, which has enabled it to attract, develop,
retain, and motivate skilled, experienced, and talented members. An important part of the Corporation's member-owner culture is
fostering a safe, respectful, fair, and inclusive environment that promotes diversity and inclusion. Each of the Corporation's
eligible members has the opportunity to own stock in the Corporation through a number of stock-based plans, including a member
stock purchase plan and a profit-sharing retirement plan. These ownership opportunities drive a unique level of commitment to
the Corporation’s success throughout the workforce. Members own approximately 6 percent of the Corporation's stock through
these plans.



As of January 2, 2021, the Corporation employed approximately 7,700 persons, 7,500 of whom were full-time and 200 of whom
were temporary personnel.

Available Information

Information regarding the Corporation’s annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form
8-K, and any amendments to these reports, will be made available, free of charge, on the Corporation’s website at
www.hnicorp.com, as soon as reasonably practicable after the Corporation electronically files such reports with or furnishes them
to the Securities and Exchange Commission ("SEC"). The information on the Corporation's website is not, and shall not be,
deemed to be a part hereof or incorporated into this or any of the Corporation's other filings with the SEC. The Corporation’s
SEC filings are also available on the SEC website at www.sec.gov.

Forward-Looking Statements

Statements in this report to the extent they are not statements of historical or present fact, including statements as to plans,
outlook, objectives, and future financial performance, are "forward-looking" statements, within the meaning of Section 21 of the
Securities Exchange Act of 1934, as amended, and the Private Securities Litigation Reform Act of 1995. Words such as
"anticipate," "believe," "could," "confident," "estimate," "expect," "forecast," "hope," "intend," "likely," "may," "plan," "possible,"
"potential," "predict," "project," "should," "will," "would," and variations of such words and similar expressions identify forward-

looking statements.

Forward-looking statements involve known and unknown risks and uncertainties, which may cause the Corporation’s actual
results in the future to differ materially from expected results. The most significant factors known to the Corporation that may
adversely affect the Corporation’s business, operations, industries, financial position, or future financial performance are
described later in this report under the heading "Item 1A. Risk Factors." The Corporation cautions readers not to place undue
reliance on any forward-looking statement, which speaks only as of the date made, and to recognize forward-looking statements
are predictions of future results, which may not occur as anticipated. Actual results could differ materially from those anticipated
in the forward-looking statements and from historical results due to the risks and uncertainties described elsewhere in this report,
including but not limited to: the duration and scope of the COVID-19 pandemic and its effect on people and the economy; the
levels of office furniture needs and housing starts; overall demand for the Corporation's products; general economic and market
conditions in the United States and internationally; industry and competitive conditions; the consolidation and concentration of
the Corporation's customers; the Corporation's reliance on its network of independent dealers; changes in trade policy; changes in
raw material, component, or commodity pricing; market acceptance and demand for the Corporation's new products; changing
legal, regulatory, environmental, and healthcare conditions; the risks associated with international operations; the potential impact
of product defects; the various restrictions on the Corporation's financing activities; an inability to protect the Corporation's
intellectual property; impacts of tax legislation; force majeure events outside the Corporation’s control; and other risks as
described under the heading "Item 1A. Risk Factors," as well as others that the Corporation may consider not material or does not
anticipate at this time. The risks and uncertainties described in this report, including those under the heading "Item 1A. Risk
Factors," are not exclusive and further information concerning the Corporation, including factors that potentially could have a
material effect on the Corporation’s financial results or condition, may emerge from time to time.

The Corporation assumes no obligation to update, amend, or clarify forward-looking statements, whether as a result of new
information, future events, or otherwise, except as required by applicable law. The Corporation advises you, however, to consult
any further disclosures made on related subjects in future quarterly reports on Form 10-Q and current reports on Form 8-K filed
with or furnished to the SEC.

Item 1A. Risk Factors

The following risk factors and other information included in this report should be carefully considered. If any of the following
risks occur, the Corporation's business, operating results, cash flows, or financial condition could be materially adversely affected.

INDUSTRY AND ECONOMIC RISKS

Unfavorable economic and industry factors could adversely affect the Corporation's business, operating results, or financial
condition.

Workplace furnishings industry sales are impacted by a variety of macroeconomic factors including service-sector employment
levels, corporate profits, small business confidence, commercial construction, and office vacancy rates. Industry factors,



including corporate restructuring, technology changes, corporate relocations, health and safety concerns, including ergonomic
considerations, and the globalization of companies also influence workplace furnishings industry revenues. In addition, stay-at-
home orders, travel restrictions, and other measures taken to limit spread of COVID-19 have resulted in a significant decrease in
worker attendance at their office location, leading to an adverse impact on the demand for workplace furnishings.

Residential building products industry sales are impacted by a variety of macroeconomic factors including housing starts, housing
inventory, overall employment levels, interest rates, home affordability, consumer confidence, energy costs, disposable income,
and changing demographics. Industry factors, such as technology changes, health and safety concerns, and environmental
regulation, including indoor air quality standards, also influence residential building products industry revenues. Deterioration of
economic conditions or a slowdown in the homebuilding industry and the hearth products market could decrease demand for
residential building products and have additional adverse effects on operating results.

A deterioration of economic conditions in the Corporation's key international markets, including China and India, could have
adverse effects on the Corporation's international workplace furnishings sales and operating results.

Deteriorating economic conditions could affect the Corporation's business significantly, including: reduced demand for products;
insolvency of independent dealers resulting in increased provisions for credit losses; insolvency of key suppliers resulting in
product delays; inability of customers to obtain credit to finance purchases of products; and decreased customer demand,
including order delays or cancellations. In a recessionary economy, business confidence, service-sector employment, corporate
cash flows and residential and non-residential commercial construction often decrease, which typically leads to a decrease in
demand for workplace furnishings and residential building products.

The workplace furnishings and residential building products industries are highly competitive and, as a result, the Corporation
may not be successful in winning new business.

Both the workplace furnishings and residential building products industries are highly competitive. Many of the Corporation's
competitors in both industries offer similar products. Competitive factors include price, delivery and service, brand recognition,
product design, product quality, strength of dealers and other distributors, and relationships with customers and key influencers,
including architects, designers, home-builders, and facility managers. In both industries, most of the top competitors have an
installed base of products that can be a source of significant future sales through repeat and expansion orders. The Corporation's
main competitors manufacture products with strong acceptance in the marketplace and are capable of developing products that
have a competitive advantage, which could make it difficult to win new business.

In both the workplace furnishings and residential building products industries, the Corporation faces price competition from
competitors and from new market entrants who may manufacture and source products from lower cost countries. Price
competition impacts the ability to implement price increases or, in some cases, even maintain prices, which could lower profit
margins and adversely affect future financial performance.

Changes in industry dynamics, including demand and order patterns from customers, distribution changes, or the loss of a
significant number of dealers, could adversely affect the Corporation's business, operating results, or financial condition.

Consolidation among the Corporation's customers may result in a smaller number of large customers whose size and purchasing
power give them increased leverage that may result in, among other things, decreases in average selling prices. In addition,
further consolidations may lead to fluctuations in revenue, increases in costs to meet demands of large customers, and pressure to
accept onerous contract terms, and the Corporation's business, financial condition, and operating results could be harmed.

The Corporation sells products through multiple distribution channels, which primarily include independent dealers, national
dealers, wholesalers, and e-Commerce. Within these distribution channels, there has been, and may continue to be, consolidation.
The Corporation relies on distribution partners to provide a variety of important specification, installation, and after-market
services to customers. Some distribution partners may terminate their relationship with the Corporation at any time and for any
reason. Loss or termination of a significant number of reseller relationships could cause difficulties in marketing and distributing
products, resulting in a decline in sales, which may adversely affect the business, operating results, or financial condition.

In addition, individual dealers may not continue to be viable and profitable and may suffer from the lack of available credit.
While the Corporation is not significantly dependent on any single dealer, if dealers go out of business or are restructured, the
Corporation may suffer losses as they may not be able to pay the Corporation for products previously delivered to them. The
adverse economic and operational effects of COVID-19 increase these risks.
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The loss of a dealer relationship could also negatively affect the Corporation's ability to maintain market share in the affected
geographic market and to compete for and service clients in that market until a new dealer relationship is established.
Establishing a viable dealer in a market can take a significant amount of time and resources. The loss or termination of a
significant dealer or a substantial number of dealer relationships could cause significant difficulties for the business in marketing
and distributing the Corporation's products, resulting in a decline in sales.

Evolving trade policy between the United States and other countries may have an adverse effect on the Corporation's business
and results of operations.

The Corporation has a global supply chain for raw materials and components used in workplace furnishings and residential
building products. Actions taken by the United States government to apply tariffs on certain products and materials, could have
long-term impacts on existing supply chains. The situation could impact the competitive environment depending on the severity
and duration of current and future policy changes. This may manifest in additional costs on the business, including costs with
respect to raw materials and components upon which the business depends. The increased costs have lowered and could further
lower profit margins as the Corporation may be challenged in effectively increasing the prices of its products, and its business and
results of operations may be adversely affected.

In addition, certain foreign governments have imposed retaliatory tariffs on goods that their countries import from the United
States. Changes in United States trade policy could result in one or more foreign governments adopting responsive trade policies
that make it more difficult or costly for the Corporation to do business in or import products from those countries.

The Corporation cannot predict the extent to which the United States or other countries will impose quotas, duties, tariffs, taxes or
other similar restrictions upon the import or export of raw materials or products in the future, nor can the Corporation predict
future trade policy or the terms of any renegotiated trade agreements and their impact on the business. The adoption and
expansion of trade restrictions, the occurrence of a trade war, or other governmental action related to tariffs or trade agreements or
policies has the potential to adversely impact demand for products, costs, customers, suppliers, and the United States economy,
which in turn could have a material adverse effect on the business, operating results and financial condition.

The Corporation's profitability may be adversely affected by increases in raw material and commodity costs as well as
transportation and shipping challenges.

Fluctuations in the price, availability, and quality of the commodities, raw materials, and components could have an adverse effect
on costs of sales, profitability, and ability to meet customers' demand. The Corporation sources commodities, raw materials, and
components from domestic and international suppliers for both the workplace furnishings and residential building products. From
both domestic and international suppliers, the cost, quality, and availability of commodities, raw materials, and components,
including steel, have been significantly affected in recent years by, among other things, changes in global supply and demand, The
onset of the COVID-19 pandemic, changes in laws and regulations (including tariffs and duties), changes in exchange rates and
worldwide price levels, natural disasters, labor disputes, terrorism, and political unrest or instability. These factors could lead to
further price volatility or supply interruptions in the future. Profit margins could be adversely affected if commodity, raw
material, and component costs remain high or escalate further, and the Corporation is either unable to offset such costs through
strategic sourcing initiatives and continuous improvement programs or, as a result of competitive market dynamics, unable to pass
along a portion of the higher costs to customers.

The Corporation relies primarily on third-party freight and transportation providers to deliver products to customers. Increasing
demand for freight providers and a shortage of qualified drivers may cause delays in shipments and increase the cost to ship its
products, which may adversely affect profitability. The Corporation also imports and exports products and components, primarily
using container ships, which load and unload through North American ports. Capacity-related and/or port-caused delays in the
shipment or receipt of products and components, including labor disputes, could cause delayed receipt of products and
components. While these risks are ever present, the COVID-19 pandemic has and continues to cause such delays, leading to
manufacturing disruptions, increas