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PART I

ITEM 1. BUSINESS

Unless the context indicates otherwise, references to �Havertys,� �the Company,� �we,� �us,� and �our� refer to the consolidated operations of Haverty
Furniture Companies, Inc. and its subsidiaries.

General

Havertys is a specialty retailer of residential furniture and accessories. We provide our customers with a wide selection of products and styles
primarily in the middle to upper-middle price ranges. As an added convenience to our customers, we offer financing through an internal
revolving charge credit plan as well as a third-party finance company.

Havertys originated as a family 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
over 120 stores in 17 states in the Southern and Midwest regions. All of our stores are operated using the Havertys name and we do not franchise
our stores. Based on 2006 revenues and as reported by Furniture Today, we were one of the top 10 largest specialty retailers of furniture in the
country, and we believe that we are an effective and significant competitor in our markets.

We serve a target customer in the middle to upper-middle income ranges. Havertys has attracted this discriminating and demanding consumer by
focusing on what we believe are the key elements of furniture retailing:

� stylish and fashionable merchandise at a discernible value;

� knowledgeable and helpful sales associates;

� convenient and appealing stores;

� targeted and complimentary advertising;

� timely delivery of purchases to our customers� homes; and

� availability of flexible and competitive financing.

At Havertys, the essential ingredient in all of the above is an overriding focus on customer service. We believe that these elements combine to
generate substantial brand loyalty and repeat customer business.

Industry

The retail furniture industry does not have a dominant national retailer. Personal consumption expenditures on residential furniture, which
includes mattresses, totaled $84.5 billion in 2006, yet the 25 largest furniture retailers account for only 25% of the sales. Individual local market
retailers, larger multiple market operators, department stores, manufacturers� stores, �lifestyle� retailers and wholesale clubs are all competing for
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the consumers� business.

The industry has been undergoing numerous fundamental changes over the last few years resulting from increased availability of high quality,
lower cost imports and the bankruptcy of several key retailers. These factors have caused larger domestic manufacturers to increase foreign
sourcing, reduce capacity and search for distribution solutions including forays into their own dedicated retail channel. The dramatic rise in
quality imported product created opportunities for struggling retailers to �price-down� their merchandise in an attempt to stimulate top-line growth
which in turn has led to industry deflation and margin pressure. However, financing the increased level of imports has created pressure on a
number of retailers particularly in a period of declining sales. The increased level of imports has also challenged the back-end of the retailing
business as lead-times from the factories are significantly longer and shipment quantities are larger.

These fundamental changes have been closely followed by the current weak economic cycle. The retail furniture industry is particularly
sensitive, given that home furnishings are a large and postponable purchase. We believe that the weakness in housing, home mortgage markets,
consumer confidence and personal disposable

1

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

6



income, have negatively impacted sales. This has placed additional pressure on retailers and we expect there will be many financially weaker
ones that will be forced to exit the business.

Strategy

Our operating strategy is to offer quality merchandise selected, and priced to appeal to our target customer, displayed attractively in well located
stores. Our merchandise is primarily proprietary products branded Havertys, supplemented by key brands in the bedding category. Our sales
associates are enabled by our store systems and website to provide our customers with a single source for service from product selection, credit
approval and the setting of the delivery date. We believe that the quality of the merchandise we offer and our knowledgeable sales associates,
coupled with the ability to deliver purchases within a short time-frame, are very important to our ability to maintain customer satisfaction.

We have made significant investments in our distribution infrastructure and believe that we can effectively flow products, particularly the
increasing amount of imported goods, to our customers. Our store support infrastructure includes our proprietary management information
systems, training processes, merchandising capabilities and customer credit processes. The current economic cycle has made it difficult to
leverage our investments in distribution facilities and store support infrastructure.

Our strategy for expansion is to pursue opportunities in denser markets which we can serve using our existing distribution. Assuming
continuation of the difficult macro environment for residential furniture sales, the opportunities for store locations are likely to rise as weak
retailers are unable to withstand a prolonged decline in business.

Revenues

The following table sets forth the approximate percentage contributions by product and service to our gross revenues for the past three years:

Year ended December 31,
2007 2006 2005

Merchandise:
Living Room Furniture 48.1 % 47.6 % 48.3 %
Bedroom Furniture 21.3 22.1 21.6
Dining Room Furniture 11.6 12.4 13.4
Bedding 10.1 9.8 9.3
Accessories and Other (1) 8.6 7.8 7.0
Credit Service Charges 0.3 0.3 0.4

100.0 % 100.0 % 100.0 %

(1) Includes delivery charges and product protection.

Merchandising
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A majority of the merchandise we carry bears the Havertys brand, Havertys Collections®. We also offer nationally well-known bedding product
lines of Sealy®, Serta® and Tempur-Pedic®. We have avoided utilizing lower quality, promotional price-driven merchandise favored by many
national chains, which we believe gives Havertys a unique position for a large retailer.

We tailor our merchandise presentation to the needs and tastes of the local markets we serve. All five regional managers are included in our
buying team, and their input allows us to present a product mix that is roughly 10%

2
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regionalized. This varietal mix allows us to offer more �coastal� or �western� or �urban� looks to the appropriate markets.

Many retailers have been advertising aggressive sales promotions to stimulate business and increase their volume. We believe that this approach
would negatively impact our �everyday low pricing� integrity with our customers over the longer term. Instead, we have used some promotional
pricing during traditional sales events. Supplementing the pricing promotions, we also offer free-interest and deferred payment financing
promotions.

The Havertys brand products were first introduced in 2000 to leverage our overall brand awareness with our customers. These items were
developed initially with manufacturers whose names do not carry the same level of customer recognition as Havertys. These products are sold in
our territories exclusively by us and are sold across all price points as part of our complete merchandise mix. The number and breadth of
products we offer in the Havertys Collections® was expanded during 2005. Substantially all of the merchandise that we offer today, with the
exception of bedding and accessories, are Havertys� brand products.

Our core furniture merchandise comprises approximately 87% of the furniture items, excluding bedding and accessories, which we carry in all of
our stores. Additional products that are more regionally focused and items needed to merchandise our larger retail stores supplement the core
furniture merchandise assortment. The level of imported merchandise that we offer has increased during the past few years as the quality and
consistency of the products have improved. Imported products comprised approximately 37% of our core merchandise groups at December 31,
2003, and has increased to approximately 73% by the end of 2007. Wood products, or �case goods,� are generally imported from Asia, with only
5% of our selected case goods at December 31, 2007 produced domestically. Upholstered items are not as heavily imported, with the exception
of our leather products, of which approximately 67% were imported from Mexico or Asia during 2007.

During 2003, we purchased our entire imported product mix through domestic manufacturers or agents and required many of these vendors to
maintain a certain level of back-up inventory domestically. We tested and refined our supply chain systems as we transitioned in 2004 to
receiving more goods that were not inventoried domestically, but still purchased through U.S. manufacturers or agents.

During 2005, we began purchasing a small level of products working directly with foreign manufacturers. We believe that, although there are
savings in the �direct import� approach to sourcing our goods, there are also associated risks with quality and customer acceptance. We are using
several design firms to complement our merchandising team�s skills to develop our proprietary Havertys products. We have also selected an
experienced quality control firm that is dedicated to exclusively inspecting product produced for Havertys. These steps are necessary as we will
continue to expand our direct import program at a measured pace.

Although we have only an estimated 1% national market share of the highly fragmented furniture retail market, we are an important customer to
the largest furniture manufacturers due to our financial strength and consistent track record of controlled growth. Our current size and growth
potential provide opportunities to enhance our purchasing power with our suppliers. We purchased approximately 46% of our merchandise from
10 vendors in 2007. There are, however, numerous additional merchandise sources available to Havertys.

Distribution

We completed the implementation of our new distribution system in the second quarter of 2005. This system uses a combination of three
distribution centers, three home delivery centers and 13 local market cross-docks. This is in sharp contrast to the facilities in use at the beginning
of 2002 of five regional warehouses and 46 local market warehouses. The distribution centers (DCs) are designed to shuttle prepped
merchandise up to 250 miles for next day home deliveries, and serve cross-docks and home delivery centers within a 500-mile radius. The home
delivery centers in turn provide service to markets within an additional 200 miles. Local market cross-docks process inventory in the same
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manner as a home delivery center but only serve a single outlying market.
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The advantages of our current system include better management of inventory with reduced levels of closeouts and damaged merchandise. This
structure also enables us to enter new markets without adding local market warehouses. Along with these changes, customer service has been
consolidated from the local markets to two call centers, where state-of-the-art phone and computer systems allow for easier access to delivery
scheduling and follow-up information.

We use technology to assist in maintaining an efficient supply chain. A forecasting system provides guidance on the ordering of merchandise,
identifies products that have sales volumes that differ from expectations and provides recommended purchase order changes. A warehousing
management system using radio frequency scanners tracks each piece of inventory in real time and allows for efficient scheduling and changing
of the workflow. These systems assist us in maintaining close control of our inventory and meeting the delivery expectations of our customers.
We believe that our distribution system is one of the best in the retail furniture industry and provides us with certain competitive advantages.

Stores

As of December 31, 2007, we operated 123 stores serving 81 cities in 17 states. We have executed a program of remodeling and expanding
showrooms and replacing older smaller stores in growth markets with new larger stores, closing certain locations and moving into new markets.
Accordingly, the number of retail locations has increased by 26 since the end of 1997, but total square footage has increased approximately
36.5%.

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 such as floor surfaces, lighting and music have been
carefully chosen as backgrounds for a comfortable and inviting shopping experience. Display techniques such as using vertical space by raising
product off the floor providing visual interest and impact are employed. We persistently review our showrooms� floor layouts to ensure that we
are merchandising in the most optimal manner.

4
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Direct-to-Customer

We are investing in developing our capabilities to have direct-to-customer sales. This effort is primarily targeted on the transformation of
havertys.com into an e-commerce website. We believe that this will give us significant additional competitive advantages and more fully realize
the benefits of our continuing investments in product selection, product quality and distribution systems. We believe that a direct-to-customer
business will complement our retail store operations by building brand awareness and as an effective advertising vehicle.

The first stage of the improved website went live in early October 2007 and features enhanced shopping, consumer product reviews, credit
application and delivery availability. It has already proven to be useful in reaching the growing number of consumers that use the internet to
pre-shop before going to a store. The site also provides our sales associates a tool to further engage the customer while she is in the store and
extend her shopping experience when she returns home. The second stage of the site�s development provides consumers with room planners,
allows them to develop �wish lists,� place orders on-line and set delivery of their purchases. These additional features became operational in
March 2008.

Credit Operations

As a service to our customers, we offer a revolving charge credit plan with credit limits determined through our on-line credit approval system
and an additional credit program outsourced to a third-party finance company. The combined amount financed under our credit program and the
third-party finance company, as a percent of net sales, moved higher to 47% from 43% as customers responded to the more promotional credit
programs and lower down payment requirements offered during 2007 than in 2006. We believe that our credit offerings are a reasonable
response to similar or more aggressive promotions advertised by competitors.

Havertys Credit Services, Inc. (�Havertys Credit�), a wholly-owned subsidiary of the Company, handles the credit approval, collections and credit
customer relationship functions. Havertys Credit currently maintains a receivables portfolio of approximately $68.9 million, before deducting
reserves. Our credit programs typically require a 25% down payment although the average is lower due to frequent �No Down Payment� offers for
above average sales ticket amounts. The term of the financing offered is primarily 12 to 36 months, with the actual average payoff being made
evenly over approximately 16 months. The standard (non-promotional) credit service charge rate currently ranges from 18% to 21% per annum
(except for a lower rate in Arkansas). We routinely offer various interest-free periods (typically six to 18 months) as part of promotional
campaigns but do not offer payment deferrals beyond six months. The Havertys Credit financing program chosen most frequently by our
customers during 2007 was a no interest offer requiring 13 to 18 equal monthly payments. Amounts financed under our programs represented
approximately 15.4% of 2007 sales. We do not expect to offer through Havertys Credit interest free credit programs greater than 12 months in
2008.

We also make available to our customers additional programs provided by a third-party finance company, which offers longer payment deferrals
than we choose to provide. Discounts on the outsourced credit sales approved by the third-party finance company are charged to selling, general
and administrative (�SG&A�) expenses as are national credit card fees. Sales financed by the third-party provider are not Havertys� receivables and
accordingly, we do not have any credit risk or servicing responsibility for these accounts, and they are not included in our consolidated financial
statements. Further, the third-party finance company has no credit or collection recourse to Havertys, and we generally receive payment from
them within two to three business days from the delivery of the merchandise to the customer.

Over the last several years, credit service charge revenue has declined due to the increase in outsourcing of financing and as we have offered
longer free interest periods in our financing promotions. As a result, few customers have had to pay credit service charges and �free interest�
receivables have risen. These combined factors resulted in an average interest yield of approximately 3.3% for 2007.
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Competition

The retail sale of home furnishings is a highly fragmented and competitive business. We believe that the primary elements of competition in our
industry are merchandise (style, quality, selection, availability, price and
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display), customer service, image and product-oriented advertising, consumer credit offers, and store location and design. The degree and source
of competition vary by geographic area. We compete with numerous individual retail furniture stores as well as chains and the better department
stores. Department stores benefit competitively from more established name recognition in specific markets, a larger customer base due to their
non-furnishings product lines and proprietary credit cards. Furniture manufacturers have also accelerated the opening of their own dedicated
retail stores in an effort to control and protect the distribution prospects of their branded merchandise.

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 competitive price-oriented furniture store chains. We believe that our customer segment responds more cautiously to
typical discount promotions and focuses on the product quality and customer service offered by a retailer. We consider our experienced sales
personnel and customer service as important factors in Havertys� competitive success. Significant additional competitive advantages we believe
are also provided by Havertys� abilities to make prompt delivery of orders through maintenance of inventory and to tailor merchandise to
customers� desires on a local market basis.

Employees

As of December 31, 2007, we had approximately 4,200 employees: 2,750 in individual retail store operations, 185 in our corporate offices, 25 in
our credit operations, 70 in our customer-service call centers, and 1,170 in our warehouse and delivery points. No employee of Havertys is a
party to any union contract and we consider our employee relations to be good. To attract and retain qualified personnel, we seek to maintain
competitive salary and wage levels in each market area.

We have developed training programs, including product knowledge, selling and management skills classes. Because we primarily promote or
relocate current associates to serve as managers and assistant managers for new stores and markets, training and assessment of our associates is
essential to our growth. Our regional managers and market area managers meet with senior management to discuss the development of assistant
managers and certain department heads and consider possible candidates for promotion. We also maintain a list of qualified outside applicants
that can be reviewed when positions become available. We have programs in our stores, distribution and corporate offices to ensure that we hire
and promote the most qualified associates in a nondiscriminatory way.

Trademarks

We have registered our various logos and �Havertys Collections®� trademark with the United States Patent and Trademark Office. We believe that
our trademark position is adequately protected in all markets in which we do business. We believe that our trade names are recognized by
consumers and are associated with a high level of quality, value and service.

Governmental Regulation

Our operations are required to meet federal, state and local regulatory standards in the areas of safety, health and environmental pollution
controls. Historically, compliance with these standards has not had a material adverse effect on our operations. We believe that our facilities are
in compliance, in all material respects, with applicable federal, state and local laws and regulations concerned with safety, health and
environmental protection.
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The extension of credit to consumers is a highly regulated area of our business. Numerous federal and state laws impose disclosure and other
requirements on the origination, servicing and enforcement of credit accounts. These laws include, but are not limited to, the Federal Truth and
Lending Act, Equal Credit Opportunity Act and Federal Trade Commission Act. State laws impose limitations on the maximum amount of
finance charges that we can charge and also impose other restrictions on consumer creditors, such as us, including restrictions on collection and
enforcement. We routinely review our contracts and procedures to ensure compliance with applicable consumer credit laws. Failure on our part
to comply with applicable laws could expose us to substantial penalties and claims for damages and, in certain circumstances, may require us to
refund finance charges already paid and to forego finance charges not yet paid under non-complying contracts. We believe that we are in
substantial compliance with all applicable federal and state consumer credit and collections laws.
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For More Information About Us

Filings with the SEC

As a public company, we regularly file reports and proxy statements with the Securities and Exchange Commission. These reports are required
by the Securities Exchange Act of 1934 and include:

� annual reports and Form 10-K (such as this report);

� quarterly reports on Form 10-Q;

� current reports on Form 8-K; and

� proxy statements on Schedule 14A.

The SEC maintains an internet site that contains our reports, proxy and information statements, and our other SEC filings; the address of that site
is http://www.sec.gov.

Also, we make our SEC filings available on our own internet site as soon as reasonably practicable after we have filed with the SEC. Our
internet address is http://www.havertys.com.

The information on our website is not incorporated by reference into this annual report on Form 10-K.

Corporate Governance

We have a Code of Business Conduct for our employees and members of our Board of Directors. A copy of the code is posted on our website.
Our website also contains additional information about our corporate governance policies.

Click on the �About Us� and then �Corporate Governance� buttons to find, among other things:

� Corporate Governance Principles;

� Charter of the Audit Committee;

� Charter of the Compensation Committee; and

� Charter of the Governance and Nominating Committee.
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Any of these items are available in print free of charge to any stockholder who requests them. Requests should be sent to Corporate Secretary,
Haverty Furniture Companies, Inc., 780 Johnson Ferry Road, Suite 800, Atlanta, Georgia 30342.

EXECUTIVE OFFICERS

The following table sets forth certain information as of March 1, 2007 regarding the executive officers of Havertys.

Name Age Position with the Company and Other Information
Clarence H. Ridley 65 Chairman of the Board since January 2001. Vice Chairman from 1996 to 2000; Partner

of King & Spalding, Attorneys, from 1977 to 2000. Director of the Company since
1979.

Clarence H. Smith 57 Chief Executive Officer since January 2003 and President since May 2002. Chief
Operating Officer from May 2000 to 2002; Senior Vice President and General Manager,
Stores from 1996 to 2000. He has served in other capacities at both the operational and
corporate levels since joining the Company in 1973. Director of the Company since
1989.

7

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

17



Steven G. Burdette 46 Senior Vice President, Operations, since 2003. Vice President, Operations, from 2002 to
2003; Vice President, Merchandising, from 1994 to 2002; Assistant Vice President,
Merchandising, from 1993 to 1994. His experience includes local store operations since
joining the Company in 1983.

J. Edward Clary 47 Chief Information Officer since 2000. Vice President, Management Information
Services, from 1994 to 2000. He joined the Company in 1990.

Thomas P. Curran 55 Senior Vice President, Marketing since 2005. Vice President, Advertising and Internet
Strategies, from 2000 to 20005. Vice President, Advertising, from 1987 to 2000. His
focus has been almost exclusively on advertising since joining the Company in 1982.

Allan J. DeNiro 54 Chief People Officer since 2005. Vice President, Human Resources, from October 2004
until May 2005. President and Chief Executive Officer of New Century Partners, a
management consultancy firm specializing in human capital development from 2002 to
2004; various positions with subsidiaries owned by KJ Jacobs AG, from 1997 to 2002
including President and CEO of The Resource Forum Inc., and as Vice Chairman of the
Board, Brach�s Confections, Inc.

Dennis L. Fink 56 Executive Vice President since 1996 and Chief Financial Officer since 1993. Senior
Vice President from 1993 to 1996. Senior Vice President, Treasurer and Chief Financial
Officer and a director of Horizon Industries, Inc., a publicly held carpet manufacturer,
from 1985 to 1992.

Rawson Haverty, Jr. 51 Senior Vice President, Real Estate and Development, since 1998. Vice President, Real
Estate and Insurance Divisions, from 1992 to 1998; Assistant Vice President from 1987
to 1992; joined the Company in 1984. Director of the Company since 1992.

Jenny Hill Parker 49 Treasurer since 1998 and Corporate Secretary since 1997. Vice President, Finance,
since 1996; Financial officer since joining the Company in 1994. Senior Manager at
KPMG Peat Marwick LLP from 1988 to 1994.

Justin P. Seamonds 37 Vice President, Controller, upon joining the Company in May 2003. Chief Financial
Officer of TowerCom Management LLC, a cellular tower developer and operator from
2001 to 2003; Senior Vice President, Controller of Meridian Beverage Company, Inc., a
manufacturer and marketer of fruit-flavored and premium spring water, from 1996 to
2001.

Janet E. Taylor 46 Vice President and General Counsel since May 2006. Joined the Company as Vice
President, Law in September 2005. Partner of King & Spalding, Attorneys, from 2000
to 2005.

M. Tony Wilkerson 62 Executive Vice President, Merchandising since 2005. Senior Vice President, Marketing
from 1994 to 2005, and Vice President, Merchandising from 1990 to 1994. He has
focused primarily on merchandising since joining the Company in 1976. Director of the
Company from 1999 to May 2003.

These officers are elected 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. Rawson Haverty, Jr., Clarence H. Ridley and Clarence H. Smith are first cousins.
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ITEM 1A. RISK FACTORS

Set forth below are some of the risks and uncertainties that, if they were to occur, could materially and adversely affect our business, or that
could cause our actual results to differ materially from the results contemplated by the forward-looking statements contained in this report and
the other public statements we make.

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

� projections of revenues, costs, earnings per share, capital expenditures, dividends 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.

Forward-looking statements involve matters which are not historical facts. Because these statements involve anticipated events or conditions,
forward-looking statements often include words such as �anticipate,� �believe,� �estimate,� �expect,� �intend,� �plan,� �project,� �target,� �can,� �could,� �may,�
�should,� �will,� �would,� or similar expressions. Do not unduly rely on forward-looking statements. They represent our expectations about the future
and are not guarantees. 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.

For example, forward-looking statements include expectations regarding:

� sales or comparable store sales;

� gross profit;

� SG&A expenses;

� capital expenditures; and

� developments in accounting standards.

A downturn in the economy may affect consumer purchase of discretionary items, which could reduce our net sales.

A large portion of our sales represent discretionary spending by our customers. Many factors affect discretionary spending, including world
events, war, conditions in financial markets, general business conditions, interest rates, inflation, fluctuations in the housing markets, consumer
debt levels, the availability of consumer credit, taxation, unemployment trends and other matters that influence consumer confidence and
spending. Our customers� purchases of discretionary items, including our products, could decline during periods when disposable income is
lower or periods of actual or perceived unfavorable economic conditions. If this occurs, our net sales and profitability could decline.
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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 national department stores, regional or independent specialty stores, and dedicated franchises of furniture manufacturers.
National mass merchants such as Macy�s, JCPenney and COSTCO 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.
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We may not be able to compete successfully against existing and future competitors. Some of our competitors have financial resources
that are substantially greater than ours and may be able to purchase inventory at lower costs and better sustain economic downturns.
Our competitors may respond more quickly to new or emerging technologies and may have greater resources to devote to promotion
and sale of products.

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;

� extension of credit to customers on terms more favorable than we offer;

� larger store size, which may result in greater operational efficiencies, or innovative store formats;

� adoption of improved retail sales methods; and

� expansion by our existing competitors or entry by new competitors into markets where we currently operate.

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 new products are not introduced or consumers do not accept new products, our sales may decline.

Our ability to maintain and increase revenues depends to a large extent on the periodic introduction and availability of new products. We believe
that the introduction and consumer acceptance of our proprietary Havertys brand will have a significant impact on our ability to increase
revenues. These products are subject to fashion changes and pricing limitations which could affect the success of these and other new products.

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. In addition, we often make commitments to purchase products from our
vendors in advance of proposed delivery dates. Significant deviation from the projected demand for products that we sell may have a material
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.

We import a substantial portion of our merchandise from foreign sources. Changes in exchange rates or tariffs could impact the price
we pay for these goods, resulting in potentially higher retail prices and/or lower gross profit on these goods.

During 2007, approximately 64% of our furniture purchases, on a dollar basis were for goods not produced domestically. All of these purchases
were 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. Such price increases, if they occur, could have one or more of the
following impacts:
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� 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 costs 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.
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As a result of our reliance on foreign sourcing our ability to service customers could be adversely affected and result in lower sales and
earnings.

Our overseas vendors may not supply goods that meet our quality or safety specifications in a timely manner. We may reject goods that do not
meet our specifications and find alternative sourcing arrangements at a higher cost or may be forced to discontinue the product.

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

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.

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

A significant increase in oil and gasoline prices could adversely affect our profitability. Our distribution system, which utilizes three distribution
centers and multiple home delivery centers to reach our markets across 17 Southern and Midwestern states, is very transportation dependent.
Additionally, we deliver substantially all of our customers� purchases to their homes.

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

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, credit operations and distribution
system, largely depends on the efficient operation of our computer hardware and software systems. We use management information systems to
communicate customer information, real-time inventory information, manage our credit portfolio and to handle all facets of our distribution
system from receiving of goods in the DCs to delivery to our customers� homes. These systems and our operations are vulnerable to damage or
interruption from:

� power loss, computer systems failures and Internet, telecommunications or data network failures.

� operator negligence or improper operation by, or supervision of, employees;

� physical and electronic loss of data or security breaches, misappropriation and similar events;

� computer viruses;

� intentional acts of vandalism and similar events; and

� tornadoes, fires, floods and other natural disasters.
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Any failure due to any of these causes, if it is not supported by our disaster recovery plan and redundant systems, could cause an interruption in
our operations and result in reduced net sales and profitability.

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.

Use of Estimates

Our Consolidated Financial Statements and accompanying Notes include estimates and assumptions made by Management that affect reported
amounts. Actual results could differ materially from those estimates.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

Not applicable.

ITEM 2. PROPERTIES

Our executive and administrative offices are located at 780 Johnson Ferry Road, Suite 800, Atlanta, Georgia. These leased facilities contain
approximately 48,000 square feet of office space on two floors of a mid-rise office building. Havertys Credit leases 11,000 square feet of office
space in Chattanooga, Tennessee.

The following table sets forth information concerning our operating facilities as of December 31, 2007.

Retail
Locations

Local Market

Area
Cross-docks(c)

Regional

Distribution

Facilities
Owned(a) 45 � 3
Leased(b) 78 13 3
Total 123 13 6

(a) Includes capital leases on three retail stores and includes the four retail stores and a distribution center consolidated under FIN 46.
(b) The leases have various termination dates through 2025 plus renewal options.
(c) Of the local market area cross-docks, 8 are attached to retail locations.

(in thousands) 2007 2006 2005

Retail square footage at December 31 4,324 4,208 4,144
% Change in retail square footage 2.8 % 1.5 % 1.9 %
Annual net sales per weighted average square foot $ 185 $ 206 $ 202

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, other than routine litigation incidental to our business, to which we are a party or of which any
of our properties is the subject.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matter was submitted to a vote of security holders during the fourth quarter of 2007.
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PART II

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

(a)  The Company�s common stock and Class A common stock are traded on the New York Stock Exchange under the trading symbols �HVT� and
�HVTA�. Information regarding the high and low sales prices per share of both classes of common stock in 2007 and 2006 is included in Note 17,
�Market Prices and Dividend Information,� to the Company�s Consolidated Financial Statements.

(b)  Based on the number of individual participants represented by security position listings, there are approximately 2,500 holders of the
Company�s common stock and 200 holders of the Class A common stock at December 31, 2007.

(c)  The payment of dividends and the amount thereof are determined by the Board of Directors and depend upon, among other factors, the
Company�s earnings, operations, financial condition, capital requirements and general business outlook at the time such dividend is considered.
The Company has paid a quarterly cash dividend since 1935. Information regarding the Company�s payments of dividends for 2007 and 2006 is
included in Note 17, �Market Prices and Dividend Information,� to the Company�s Consolidated Financial Statements. A quarterly dividend of
$0.0675 per common share and $0.0625 per Class A common share has been declared by the directors, to be payable March 18, 2008, to holders
of record on March 3, 2008.

(d)  Information concerning the Company�s equity compensation plans is set forth in Item 11 of Part II of this Annual Report on Form 10-K.

Stock Performance Graph

The following graph compares the performance of Havertys� common stock and Class A common stock against the cumulative return of the
NSYE/AMEX/Nasdaq Home Furnishings & Equipment Stores Index (SIC Codes 5700 � 5799) and the S&P Smallcap 600 Index for the period of
five years commencing December 31, 2002 and ending December 31, 2007. The graph assumes an initial investment of $100 on January 1, 2002
and reinvestment of dividends.
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2002 2003 2004 2005 2006 2007
HVT 100.00 145.06 136.93 97.19 113.74 70.79
HVT-A 100.00 144.88 127.83 95.23 112.90 69.82
S&P 600 Index � Total Return 100.00 138.80 170.24 183.32 211.02 210.40
SIC Codes 5700-5799 100.00 155.47 165.12 167.06 173.93 177.24

Stock Repurchases

The following table presents information with respect to our repurchases of Havertys� Common Stock during the fourth quarter of 2007:

(a)

Total

Number of

Shares

Purchased

(b)

Average

Price

Paid Per
Share

(c)

Total Number of

Shares Purchased

as Part of Publicly

 Announced Plans

 or Programs

(d)

Maximum

Number that May

 yet be Purchased
October 1 � October 31, 2007 275,500 $ 8.70 275,500 1,078,446
November 1 � November 30, 2007 295,700 8.52 295,700 782,746
December 1 � December 31, 2007 258,300 8.74 258,300 524,446
Total purchased during quarter

ended December 31, 2007 829,500 $ 8.65
Total purchased during year

ended December 31, 2007 1,329,400 $ 9.32

(1) The Board of Directors has authorized management, at its discretion, to purchase and retire our Common Stock and Class A
Common Stock under the Stock Repurchase Program. This program was initially approved by the Board of Directors on November
3, 1986 with subsequent authorizations made as to the number of shares to be purchased.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data have been derived from our Consolidated Financial Statements. The information shown below should be
read in conjunction with �Management�s Discussion and Analysis of Financial Condition and Results of Operations� included in Item 7 below and
the Consolidated Financial Statements and Notes thereto included in Item 8 below.

Year ended December 31
(dollars in thousands, except per share data) 2007 2006 2005 2004 2003
Net sales $ 784,613 $ 859,101 $ 827,658 $ 784,162 $ 744,635
Gross profit(1) 389,750 426,155 395,567 378,597 362,511
Percent of net sales(1)

49.7 % 49.6 % 47.8 % 48.3 % 48.7 %
Selling, general and administrative expenses(1) 391,105 404,518 377,435 348,523 327,218
Percent of net sales(1)

49.8 % 47.1 % 45.6 % 44.5 % 43.9 %
Income before cumulative effect of

accounting change 1,758 16,000 15,054 22,636 23,821
Basic earnings per share before

accounting change(2)
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