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FORWARD-LOOKING STATEMENTS

This document contains "forward-looking statements" — that is, statements related to future, not past, events. In this
context, forward-looking statements often address our expected future business and financial performance and
financial condition. These statements are within the meaning of Section 27A of the Securities Act of 1933 and
Section 21F of the Securities Exchange Act of 1934.

Forward-looking statements include, but are not limited to:

projections of sales or comparable store sales, gross profit, SG&A expenses, capital expenditures or other financial
‘measures;

-descriptions of anticipated plans or objectives of our management for operations or products;

-forecasts of performance; and

-assumptions regarding any of the foregoing.

Because these statements involve anticipated events or conditions, forward-looking statements often include words
such as "anticipate," "believe," "estimate," "expect," "intend," "plan," "project, could," "may,"
"should," "will," "would," or similar expressions.

nan non non nn nn "non

target," "can,

These forward-looking statements are based upon assessments and assumptions of management in light of historical
results and trends, current conditions and potential future developments that often involve judgment, estimates,
assumptions and projections. Forward-looking statements reflect current views about our plans, strategies and
prospects, which are based on information currently available.

Although we believe that our plans, intentions and expectations as reflected in or suggested by any forward-looking
statements are reasonable, they are not guarantees. Actual results may differ materially from our anticipated results
described or implied in our forward-looking statements, and such differences may be due to a variety of factors. Our
business could also be affected by additional factors that are presently unknown to us or that we currently believe to
be immaterial to our business.

Discussed elsewhere in further detail in this report are some important risks, uncertainties and
contingencies which could cause our actual results, performance or achievements to be materially different from any
forward-looking statements made or implied in this report.

Forward-looking statements are only as of the date they are made and they might not be updated to reflect changes as
they occur after the forward-looking statements are made. We assume no obligations to update publicly any
forward-looking statements, whether as a result of new information, future events or otherwise. In evaluating
forward-looking statements, you should consider these risks and uncertainties, together with the other risks described
from time to time in our other reports and documents filed with the Securities and Exchange Commission, or SEC,
and you should not place undue reliance on those statements.

We intend for any forward-looking statements to be covered by, and we claim the protection under, the safe harbor
provisions for forward-looking statements contained in the Private Securities Litigation Reform Act of 1995.
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ITEM 1. BUSINESS
Unless otherwise indicated by the context, we use the terms "Havertys," "we,
consolidated operations of Haverty Furniture Companies, Inc.

our," or "us" when referring to the

Overview

Havertys is a specialty retailer of residential furniture and accessories. Our founder, J.J. Haverty began the business in
1885 in Atlanta, Georgia with one store and made deliveries using horse-drawn wagons. The Company grew to 18
stores and accessed additional capital for growth through its initial public offering in October 1929.

Havertys has grown to 124 stores in 16 states in the Southern and Midwest regions. All of our retail locations are
operated using the Havertys name and we do not franchise our stores. Our customers are generally college educated
women in middle to upper-middle income households. Our brand recognition is very high in the markets we serve and
consumer surveys indicate Havertys is associated with a high level of quality, fashion, value and service.

Merchandise and Revenues

We develop our merchandise selection with the tastes of the diverse "on trend" consumer in mind. A wide range of
styles from traditional to contemporary are in our core assortment and most of the furniture merchandise we carry
bears the Havertys brand. We also tailor our product offerings to the needs and tastes of the local markets we serve
emphasizing more "coastal," "western" or "urban" looks as appropriate. Our custom upholstery programs and eclectic
looks are an important part of our product mix and allow the on trend consumer more self-expression.

We have avoided offering lower quality, promotional price-driven merchandise favored by many regional and national
chains, which we believe would devalue the Havertys brand with the consumer. We carry nationally well-known
mattress product lines such as Sealy®, Tempur-Pedic®, Serta®, Stearns & Foster®, and Beautyrest Black®.

Our customers use varying methods to purchase or finance their sales. As an added convenience to our customers, we
offer financing by a third-party finance company or through an internal revolving charge credit plan. Sales financed
by the third-party provider are not Havertys' receivables; accordingly, we do not have any credit risk or servicing
responsibility for these accounts, and there is no credit or collection recourse to Havertys. The most popular programs
offered through the third-party provider for 2016 were no interest offers requiring monthly payments over periods of
18 to 36 months. The fees we pay to the third-party are included in SG&A as a selling expense. We also maintain a
small in-house financing program for our customers with the offer most frequently chosen carrying no interest for 12
months and requiring equal monthly payments. This program generates very minor credit revenue and is for credit
worthy customers who prefer financing with the retailer directly or who are not able to quickly establish sufficient
credit with other providers on comparable terms.
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The following summarizes the different purchasing methods used as a percent of amount due from customers
including sales tax:

Year Ended December

31,

2016 2015 2014
Cash or check 85 % 97 % 101 %
Credit or debit cards 58.0 56.3 56.1
Third-party financed 32.5 32.6 32.1
Havertys financed 1.0 1.4 1.7

100.0% 100.0% 100.0%

Stores

As of December 31, 2016, we operated 124 stores serving 83 cities in 16 states with approximately 4.5 million retail
square feet. Our stores range in size from 19,000 to 66,000 selling square feet with the average being approximately
35,000 square feet. We strive to have our stores reflect the distinctive style and comfort consumers expect to find
when purchasing their home furnishings. The store's curb appeal is important to the type of middle to upper-middle
income consumer that we target and our use of classical facades and attractive landscaping complements the quality
and style of our merchandise. Interior details are also important for a pleasant and inviting shopping experience. We
are very intentional in having open shopping spaces and our disciplined merchandise display ensures uniformity of
presentations in-store, online and in our advertising.

Virtually all of our stores have undergone a major refresh or are newly opened. As part of the store improvements,
selling space for clearance items was removed or reduced. A dedicated clearance store was opened late in December
2016 near our largest distribution center.

We currently have no plans to expand outside our distribution footprint and there are a limited number of markets that
we do not currently serve that are expansion candidates. We are evaluating certain existing stores for relocation or
closure. We expect a net increase of approximately 0.3% in our retail square footage in 2017.

Internet

We know that most consumers use the internet to pre-shop and we strive for havertys.com to be an extension of our
stores and brand. Our website features a variety of helpful tools including suggested accessories, upholstery
customizations and 3D room planners. We also provide information on which showroom has an item and delivery
availability. A large number of product reviews written by our customers is also provided which some consumers find
important in the decision making process. Our site allows consumers to develop "wish lists," place orders online, and
set delivery of their purchases. We limit online sales of our furniture to within our delivery network, and accessories
to the continental United States. Sales placed through our website increased 38.7% in 2016 compared to 2015 and
currently are approximately at the level of a single large store.

Our sales associates also use havertys.com in the store as a tool to further engage the customer while she is in the store
and extend her shopping experience when she returns home. Our site underwent changes in 2015 to have responsive
sizing when accessed using mobile devices and provide more interactive opportunities with the customer. We believe
that a direct-to-customer business complements our retail store operations by building brand awareness.
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Suppliers

We buy our merchandise from numerous foreign and domestic manufacturers and importers, the largest ten of which
accounted for approximately 57% of our product purchases during 2016. Most of our wood products, or "case goods,"
are imported from Asia. Upholstered items are largely produced domestically, with the exception of our leather
products which are primarily imported from Asia or Mexico.

We purchase our furniture merchandise produced in Asia through sourcing companies and also buy direct from
manufacturers. We have developed a growing direct import program which works with industry designers and
manufacturers in some of the best factories throughout Asia. We have dedicated quality control specialists on-site
during production to ensure the items meet our specifications. Approximately 34% of our case goods sales in 2016
were generated by our direct imports.

Supply Chain and Distribution

The longer lead times required for deliveries from overseas factories and the production of merchandise exclusively
for Havertys makes it imperative for us to have both warehousing capabilities and end-to-end supply chain visibility.
Our merchandising team provides input to the automated procurement process in an effort to maintain overall
inventory levels within an appropriate range and reduce the amount of written sales awaiting product delivery. We
use real-time information to closely follow our import orders from the manufacturing plant through each stage of
transit and using this data can more accurately set customer delivery dates prior to receipt of product.

Our distribution system currently uses a combination of three distribution centers (DCs), four home delivery centers
(HDCs), and two local market cross-docks. In addition to receiving both domestic product and containers of imported
merchandise, the DCs are designed to shuttle prepped merchandise up to 250 miles for next day home deliveries, and
serve HDCs and cross-docks within a 500-mile radius. The HDCs provide service to markets within an additional 200
miles. A warehousing management system using radio frequency scanners tracks each piece of inventory in real time
and allows for random storage in the warehouse and efficient scheduling and changing of the workflow. Operating
standards in our warehouse and delivery functions provide measurements for determining staffing needs and
increasing productivity. We use Havertys employees for executing home delivery, and branded this service "Top
Drawer Delivery," an important function serving as the last contact with our customers in the purchase process. We
believe that our distribution and delivery system is the best in the retail furniture industry and provides us with a
significant competitive advantage.
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Competition

The retail sale of home furnishings is a highly fragmented and competitive business. The degree and sources of
competition vary by geographic area. We compete with numerous individual retail furniture stores as well as chains.
Retail stores opened by furniture manufacturers in an effort to control and protect the distribution prospects of their
branded merchandise compete with us in certain markets. Mass merchants, certain department stores, and some
electronics and appliance retailers also have limited furniture product offerings. The growth in the e-commerce
channel has not been as great to date for furniture as in other retail sectors.

We believe Havertys is uniquely positioned in the marketplace, with a targeted mix of merchandise that appeals to
customers who are somewhat more affluent than those of promotional price-oriented furniture stores. Our online
presence provides most elements of a seamless omni-channel approach that many of our competitors do not have or
cannot replicate. We consider the expansion of our custom order capabilities, free in-home design service, the
tailoring of merchandise on a local market basis, and the ability to make prompt delivery of orders through
maintenance of inventory, significant competitive advantages.

5
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Employees

As of December 31, 2016, we had 3,656 employees: 2,247 in individual retail store operations, 194 in our corporate
and credit operations, 69 in our customer-service call centers, and 1,146 in our warehouse and delivery points. None
of our employees is a party to any union contract.

Trademarks and Domain Names

We have registered our various logos, trademarks and service marks. We believe that our trademark position is
adequately protected in all markets in which we do business. In addition, we have registered and maintain numerous
internet domain names including "havertys.com." Collectively, the trademarks, service marks and domain names that
we hold are of material importance to us.

Available Information

Filings with the SEC

As a public company, we regularly file reports and proxy statements with the Securities and Exchange Commission.
These reports are available on our website as soon as reasonably practicable after they are filed with, or furnished to,
the SEC. Our internet address is www.havertys.com and contains, among other things, our annual report on Form
10-K, proxy statement, quarterly reports on Form 10-Q and current reports on Form 8-K. These reports are reached
via the "Investors" tab on the home page and then "SEC filings."

The information on the website listed above is not and should not be considered part of this annual report on Form
10-K and is not incorporated by reference in this document.

ITEM 1A. RISK FACTORS

The following discussion of risk factors contains forward-looking statements. These risk factors may be important to
understanding any statement in this annual report on Form 10-K or elsewhere. The following information should be
read in conjunction with Part II, Item 7. "Management's Discussion and Analysis of Financial Condition and Results
of Operations" (MD&A), and the consolidated financial statements and related notes in Part II, Item 8. "Financial
Statements and Supplementary Data" of this Form 10-K.

We routinely encounter and address risks, some of which may cause our future results to be different — sometimes
materially different — than we presently anticipate. The following factors, as well as others described elsewhere in this
report or in our other filings with the SEC, that could materially affect our business, financial condition or operating
results should be carefully considered. Below, we describe certain important operational and strategic risks and
uncertainties, but they are not the only risks we face. Our reactions to material future developments, as well as our
competitors' reactions to those developments, may also impact our business operations or financial results. If any of
the following risks actually occur, our business, financial condition or operating results may be adversely affected.

Changes in economic conditions could adversely affect demand for our products.

A large portion of our sales represent discretionary spending by our customers. Demand for our products is generally
affected by a number of economic factors including, but not limited to: interest rates, housing starts, sales of new and
existing homes, housing values, the level of mortgage refinancing, consumer confidence, debt levels and retail trends.
Declining stock market values, rising food and energy costs, and higher personal taxes adversely affect demand. A
decline in economic activity and conditions in the markets in which we operate would adversely affect our financial
condition and results of operations.

6
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We face significant competition from national, regional and local retailers of home furnishings.

The retail market for home furnishings is highly fragmented and intensely competitive. We currently compete against
a diverse group of retailers, including regional or independent specialty stores, dedicated franchises of furniture
manufacturers and national department stores. National mass merchants and electronics and appliance retailers also
have limited product offerings. We also compete with retailers that market products through store catalogs and the
internet. In addition, there are few barriers to entry into our current and contemplated markets, and new competitors
may enter our current or future markets at any time. Our existing competitors or new entrants into our industry may
use a number of different strategies to compete against us, including aggressive advertising, pricing and marketing,
and extension of credit to customers on terms more favorable than we offer.

Competition from any of these sources could cause us to lose market share, revenues and customers, increase
expenditures or reduce prices, any of which could have a material adverse effect on our results of operations.

If we fail to anticipate changes in consumer preferences, our sales may decline.

Our products must appeal to our target consumers whose preferences cannot be predicted with certainty and are
subject to change. Our success depends upon our ability to anticipate and respond in a timely manner to fashion trends
relating to home furnishings. If we fail to identify and respond to these changes, our sales of these products may
decline.

We import a substantial portion of our merchandise from foreign sources. This exposes us to certain risks that include
political and economic conditions. Recently, political discourse in the United States has increasingly focused on ways
to discourage U.S. corporations from outsourcing manufacturing and production activities to foreign jurisdictions.
Proposals to address this concern include the possibility of imposing tariffs, border adjustments or other penalties on
goods manufactured outside the United States to attempt to discourage these practices. It has also been suggested that
the United States may materially modify or withdraw from some of its existing trade agreements. Any of these
actions, if ultimately enacted, could negatively impact our ability to source products from foreign jurisdictions and
could adversely affect results of operations or profitability.

Based on product costs, approximately 69% of our total furniture purchases (which exclude mattresses) in 2016 were
for goods not produced domestically. All of our purchases are denominated in U.S. dollars. As exchange rates
between the U.S. dollar and certain other currencies become unfavorable, the likelihood of price increases from our
vendors increases. Some of the products we purchase are also subject to tariffs. If tariffs are imposed on additional
products or the tariff rates are increased our vendors may increase their prices. A border adjustment could limit
deductibility of imported products for income tax purposes which could result in increased effective tax rates. Such
changes, if they occur, could have one or more of the following impacts:

-we could be forced to raise retail prices so high that we are unable to sell the products at current unit volumes;

if we are unable to raise retail prices commensurately with the cost increases, gross profit as recognized under our
"LIFO inventory accounting method could be negatively impacted; or

we may be forced to find alternative sources of comparable product, which may be more expensive than the current
-product, of lower quality, or the vendor may be unable to meet our requirements for quality, quantities, delivery
schedules or other key terms.

7
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Significant fluctuations and volatility in the cost of raw materials and components could adversely affect our profits.
The primary materials our vendors use to produce and manufacture our products are various woods and wood
products, resin, steel, leather, cotton, and certain oil based products. On a global and regional basis, the sources and
prices of those materials and components are susceptible to significant price fluctuations due to supply/demand trends,
transportation costs, government regulations and tariffs, changes in currency exchange rates, price controls, the
economic and political climate, and other unforeseen circumstances. Significant increases in these and other costs in
the future could materially affect our vendors' costs and our profits as discussed above.

We are dependent upon the ability of our third-party producers, many of whom are located in foreign countries, to
meet our requirements; any failures by these producers to meet our requirements, or the unavailability of suitable
producers at reasonable prices or limitations on our ability to source from certain third-party producers may negatively
impact our ability to deliver quality products to our customers on a timely basis or result in higher costs or reduced net
sales.

We source substantially all of our products from non-exclusive, third-party producers, many of which are located in
foreign countries. Although we have long-term relationships with many of our suppliers, we must compete with other
companies for the production capacity of these independent manufacturers. We regularly depend upon the ability of
third-party producers to secure a sufficient supply of raw materials, a skilled workforce, adequately finance the
production of goods ordered and maintain sufficient manufacturing and shipping capacity. Although we monitor
production and quality in many third party manufacturing locations, we cannot be certain that we will not experience
operational difficulties with our manufacturers, such as the reduction of availability of production capacity, errors in
complying with product specifications, insufficient quality control, failures to meet production deadlines or increases
in manufacturing costs. Such difficulties may negatively impact our ability to deliver quality products to our
customers on a timely basis, which may, in turn, have a negative impact on our customer relationships and result in
lower net sales.

We also require third-party producers to meet certain standards in terms of working conditions, environmental
protection and other matters before placing business with them. As a result of costs relating to compliance with these
standards, we may pay higher prices than some of our competitors for products. In addition, failure by us or our
independent manufacturers to adhere to labor or other laws or business practices accepted as ethical, and the potential
litigation, negative publicity and political pressure relating to any of these events, could disrupt our operations or harm
our reputation.

Our vendors might fail in meeting our quality control standards or reacting to changes to the legislative or regulatory
framework regarding product safety.

All of our vendors must comply with applicable product safety laws and regulations, and we are dependent on them to
ensure that the products we buy comply with all safety standards. Any actual, potential or perceived product safety
concerns could expose us to government enforcement action or private litigation and result in recalls and other
liabilities. These could harm our brand's image and negatively affect our business and operating results.

Our revenue could be adversely affected by risks in our supply chain.

Optimal product flow is dependent on demand planning and forecasting, production to plan by suppliers, and timely
transportation. We often make commitments to purchase products from our vendors in advance of proposed
production dates. Significant deviation from the projected demand for products that we sell may have an adverse
effect on our results of operations and financial condition, either from lost sales or lower margins due to the need to
reduce prices to dispose of excess inventory.

Disruptions to our supply chain could result in late arrivals of product. This could negatively affect sales due to
increased levels of out-of-stock merchandise and loss of confidence by customers in our ability to deliver goods as
promised.

8
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The rise of oil and gasoline prices could affect our profitability.

A significant increase in oil and gasoline prices could adversely affect our profitability. We deliver substantially all of
our customers' purchases to their homes. Our distribution system, which utilizes three DCs and multiple home
delivery centers is very transportation dependent to reach the 21 states we deliver to from our stores across 16
Southern and Midwestern states.

If transportation costs exceed amounts we are able to effectively pass on to the consumer, either by higher prices
and/or higher delivery charges, then our profitability will suffer.

Because of our limited number of distribution centers, should one become damaged, our operating results could suffer.
We utilize three large distribution centers to flow our merchandise from the vendor to the consumer. This system is
very efficient for reducing inventory requirements, but makes us operationally vulnerable should one of these facilities
become damaged.

Our information technology infrastructure is vulnerable to damage that could harm our business.

Our ability to operate our business from day to day, in particular our ability to manage our point-of-sale, distribution
system and credit operations, largely depends on the efficient operation of our computer hardware and software
systems. We use management information systems to communicate customer information, provide real-time inventory
information, manage our credit portfolio and to handle all facets of our distribution system from receipt of goods in
the DCs to delivery to our customers' homes.

The failure of these systems to operate effectively, problems with integrating various data sources, challenges in
transitioning to upgraded or replacement systems, difficulty in integrating new systems, or a breach in security of
these systems could adversely impact the operations of our business.

Hackers and data thieves are increasingly sophisticated and operate large-scale and complex automated attacks. Any
breach of our network may result in the loss of valuable business data, misappropriation of our consumers' or
employees' personal information, or a disruption of our business, which could give rise to unwanted media attention,
materially damage our customer relationships and reputation, and result in lost sales, fines or lawsuits.

Moreover, we must comply with increasingly complex and rigorous regulatory standards enacted to protect business
and personal data. Any failure to comply with these regulatory standards could subject us to legal and reputational
risks. Misuse of or failure to secure personal information could also result in violation of data privacy laws and
regulations, proceedings against us by governmental entities or others, damage to our reputation and credibility, and
could have a negative impact on revenues and profits.

ITEM 1B. UNRESOLVED STAFF COMMENTS

Not applicable.
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ITEM 2. PROPERTIES

Stores

Our retail store space at December 31, 2016 totaled approximately 4.5 million square feet for 124 stores. The
following table sets forth the number of stores we operated at December 31, 2016 by state:

State Number of Stores State Number of
Stores
Florida 29 Louisiana 4
Texas 24 Maryland 4
Georgia 18 Arkansas 3
North Carolina 8 Kentucky 2
Virginia 8 Ohio 2
Alabama 7 Indiana 1
South Carolina 7 Kansas 1
Tennessee 5 Missouri 1

The 43 retail locations which we owned at December 31, 2016 had a net book value for land and buildings of $83.6
million. Additionally, we had 18 leased locations open whose properties have a net book value of $60.2 million
which, due to financial accounting rules, are included on our balance sheets. The remaining 63 locations are leased by
us with various termination dates through 2032 plus renewal options.

Distribution Facilities
We lease or own regional distribution facilities in the following locations:

Location Owned or Leased Approximate Square Footage
Braselton, Georgia Leased 808,000

Coppell, Texas Owned 238,000

Lakeland, Florida Owned 335,000

Colonial Heights, Virginia Owned 129,000

Fairfield, Ohio Leased 50,000

Theodore, Alabama Leased 42,000

Memphis, Tennessee Leased 30,000

We also use two cross-dock facilities which are attached to retail locations.

Corporate Facilities

Our executive and administrative offices are located at 780 Johnson Ferry Road, Suite 800, Atlanta, Georgia. We lease
approximately 48,000 square feet of office space on two floors of a suburban mid-rise office building. We also lease
3,100 square feet of office space in Chattanooga, Tennessee for our credit operations.

For additional information, see "Management's Discussion and Analysis of Financial Condition and Results of
Operations" included in this report under Item 7 of Part II.

ITEM 3. LEGAL PROCEEDINGS

There are no material pending legal proceedings to which we are a party or of which any of our properties is the
subject.

ITEM 4. MINE SAFETY DISCLOSURES

13
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EXECUTIVE OFFICERS AND CERTAIN SIGNIFICANT EMPLOYEES OF THE REGISTRANT

The following are the names, ages and current positions of our executive officers and certain significant employees

and, if they have not held those positions for the past five years, their former positions during that period with

Havertys or other companies.

Name, age and office (at December 31, 2016) and year elected

to office
Chairman of the Board
Clarence H. Smith 66 PresiFlent and Chief Executive
Officer
Director
Executive Vice President,

Steven G. Burdette 55
Stores

Executive Vice President,

J. Edward Clary 56 and Chief Information Officer

Kathleen Senior Vice President,

Daly-Jennings Marketing

Allan J. DeNiro 63 Senior Vice I?remdent, Chief
People Officer

Executive Vice President,

Dennis L. Fink 65 .o ¢ Binancial Officer

Richard D. Executive Vice President,
Gallagher Merchandising
John L. Gill 53Vlce President, Operations and

Eastern Regional Manager
Vice President, Operations
Senior Vice President, Real
60 Estate and Development
Director
Senior Vice President, Finance,
Secretary and Treasurer
Senior Vice President,
General Counsel

Rawson Haverty,
Jr.

Jenny Hill Parker 58

Janet E. Taylor 55

Principal occupation during last five years other than

office of the Company currently held

2012

2002 President and Chief Executive Officer

1989
2008 Has held this position for the last five years

Senior Vice President, Distribution and Chief
2015 Information Officer
2008-2015
Head of Industry, Retail Vertical with Google,

2014 2007 - 2014

2010 Has held this position for the last five years

2006 Has held this position for the last five years

2014 Senior Vice President, Merchandising, 2009- 2014

2016 Western Regional Manager 2005 - 2015

2015
1988

Has held this position for the last five years
1992

2010 Has held this position for the last five years

2010 Has held this position for the last five years

Rawson Haverty, Jr. and Clarence H. Smith are first cousins.

Our executive officers are elected or appointed annually by the Board of Directors for terms of one year or until their
successors are elected and qualified, subject to removal by the Board at any time.

11

15



Edgar Filing: HAVERTY FURNITURE COMPANIES INC - Form 10-K
PART II

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

Our two classes of common stock trade on The New York Stock Exchange ("NYSE"). The trading symbol for the
common stock is HVT and for Class A common stock is HVT.A. The table below sets forth the high and low sales
prices per share as reported on the NYSE and the dividends declared for the last two years:
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