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PART I: FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
Armstrong Flooring, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations and Comprehensive Income (Loss)
(Unaudited)
(Dollars in millions, except per share data)

Three Months
Ended June 30,

Six Months
Ended
June 30,

2016 2015 2016 2015
Net sales $323.7 $326.6 $608.1 $586.0
Cost of goods sold 260.5 260.2 497.7 478.1
Gross profit 63.2 66.4 110.4 107.9
Selling, general and administrative expenses 51.4 51.8 103.2 96.7
Operating income 11.8 14.6 7.2 11.2
Interest expense 0.7 — 0.7 —
Other non-operating expense 1.9 0.1 2.2 0.1
Other non-operating income 0.2 — 0.4 0.2
Income from continuing operations before income taxes 9.4 14.5 4.7 11.3
Income tax expense 3.7 5.7 3.3 6.4
Income from continuing operations 5.7 8.8 1.4 4.9
Net (loss) gain on disposal of discontinued business, net of tax benefit (expense)
of $-, $(0.1), $1.8 and $43.6 — (0.2 ) 1.7 42.3

Net (loss) income from discontinued operations — (0.2 ) 1.7 42.3
Net income 5.7 8.6 3.1 47.2
Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments (2.6 ) 1.4 (6.7 ) (3.5 )
Derivative loss (0.1 ) (1.2 ) (1.9 ) (0.3 )
Postretirement adjustments 0.8 — 0.9 —
Total other comprehensive (loss) income (1.9 ) 0.2 (7.7 ) (3.8 )
Total comprehensive income (loss) $3.8 $8.8 $(4.6 ) $43.4

Per share data:
Basic earnings (loss) per share of common stock:
Basic earnings per share of common stock from continuing operations $0.21 $0.32 $0.05 $0.18
Basic (loss) earnings per share of common stock from discontinued operations — (0.01 ) 0.06 1.52
Basic earnings per share of common stock $0.21 $0.31 $0.11 $1.70
Diluted earnings (loss) per share of common stock:
Diluted earnings per share of common stock from continuing operations $0.20 $0.32 $0.05 $0.18
Diluted (loss) earnings per share of common stock from discontinued operations — (0.01 ) 0.06 1.52
Diluted earnings per share of common stock $0.20 $0.31 $0.11 $1.70

See accompanying notes to condensed consolidated financial statements.
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Armstrong Flooring, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(Dollars in millions)

June 30,
2016

(Unaudited) December 31,2015
Assets
Current assets:
Cash $ 101.6 $ —
Accounts and notes receivable, net 111.8 72.2
Inventories, net 243.9 242.8
Deferred income taxes — 3.0
Prepaid expenses and other current assets 27.6 31.7
Total current assets 484.9 349.7
Property, plant, and equipment, less accumulated depreciation and amortization of $321.2
and $311.1, respectively 441.9 434.5

Intangible assets, net 42.7 42.6
Deferred income taxes 14.0 23.5
Other non-current assets 2.6 13.1
Total assets $ 986.1 $ 863.4
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable and accrued expenses $ 168.0 $ 161.0
Income tax payable 4.7 —
Deferred income taxes — 0.3
Total current liabilities 172.7 161.3
Long-term debt 100.0 10.0
Postretirement benefit liabilities 79.4 3.3
Pension benefit liabilities 28.5 —
Other long-term liabilities 8.5 12.4
Noncurrent income taxes payable 0.7 56.4
Deferred income taxes — 2.1
Total noncurrent liabilities 217.1 84.2
Stockholders' equity:
Common stock with par value $.0001 per share: 100,000,000 shares authorized; 27,746,939
issued and outstanding — —

Preferred stock with par value $.0001 per share: 15,000,000 shares authorized; none issued — —
Additional paid-in capital 650.5 —
Net Armstrong World Industries ("AWI") investment, prior to Separation — 615.9
Retained earnings 5.7 —
Accumulated other comprehensive (loss) income (59.9 ) 2.0
Total stockholders' equity 596.3 617.9
Total liabilities and stockholders' equity $ 986.1 $ 863.4
See accompanying notes to condensed consolidated financial statements.
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Armstrong Flooring, Inc. and Subsidiaries
Condensed Consolidated Statements of Stockholders' Equity (Unaudited)
(Dollars in millions)

Net AWI
Investment

Additional
Paid-in
Capital

Accumulated
Other
Comprehensive
(Loss)
Income

Retained
Earnings

Total
Equity

Common Stock

Shares Amount

December 31, 2015 — $ —$ 615.9 $ — $ 2.0 $ — $617.9
Net (loss) income (2.6 ) — 5.7 3.1
Net transfers from (to) AWI — — 85.1 — (54.2 ) — 30.9
Cash distribution paid to AWI — — (50.0 ) — — — (50.0 )
Reclassification of net parent investment to
additional paid-in capital — — (648.4 ) 648.4 — — —

Issuance of common stock at separation 27,738,779 — — — — — —
Stock-based employee compensation, net 8,160 — — 2.1 — — 2.1
Other comprehensive loss — — — — (7.7 ) — (7.7 )
June 30, 2016 27,746,939 $ —$ — $ 650.5 $ (59.9 ) $ 5.7 $596.3

December 31, 2014 — $ —$ 561.7 $ — $ 13.7 $ — $575.4
Net income — — 47.2 — — — 47.2
Net transfers from AWI — — 8.8 — — — 8.8
Other comprehensive loss — — — — (3.8 ) — (3.8 )
June 30, 2015 — $ —$ 617.7 $ — $ 9.9 $ — $627.6

See accompanying notes to condensed consolidated financial statements.
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Armstrong Flooring, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows (Unaudited)
(Dollars in millions)

Six Months
Ended June 30,
2016 2015

Cash flows from operating activities:
Net income $3.1 $47.2
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 22.2 18.7
Loss on disposal of discontinued operations — 0.8
Deferred income taxes (3.8 ) (44.5 )
Stock-based compensation 2.2 —
U.S. pension expense 2.2 —
Other non-cash adjustments, net 0.2 (0.1 )
Changes in operating assets and liabilities:
Receivables (32.7 ) (17.2 )
Inventories (1.2 ) (16.1 )
Accounts payable and accrued expenses 23.3 23.2
Income taxes payable 4.8 4.9
Other assets and liabilities 4.0 (1.9 )
Net cash provided by operating activities 24.3 15.0
Cash flows from investing activities:
Purchases of property, plant and equipment (18.0 ) (22.7 )
Proceeds from the sale of assets 0.5 0.1
Other investing activities 0.2 0.2
Net cash used for investing activities (17.3 ) (22.4 )
Cash flows from financing activities:
Proceeds from revolving credit facility 100.0 —
Financing costs (1.4 ) —
Payments of long-term debt (10.0 ) —
Distribution paid to AWI (50.0 ) —
Net transfers from AWI 55.6 7.4
Net cash provided by financing activities 94.2 7.4
Effect of exchange rate changes on cash and cash equivalents 0.4 —
Net increase in cash and cash equivalents 101.6 —
Cash and cash equivalents at beginning of year — —
Cash and cash equivalents at end of period $101.6 $—
Supplemental Cash Flow Disclosure:
Amounts in accounts payable for capital expenditures $3.5 $13.7
Interest paid 0.5 —
Income taxes paid, net 0.5 —
See accompanying notes to condensed consolidated financial statements.
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Armstrong Flooring, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements

NOTE 1. BUSINESS AND BASIS OF PRESENTATION
Background
We are a leading global producer of flooring products for use primarily in the construction and renovation of
residential, commercial and institutional buildings. We design, manufacture, source and sell resilient and wood
flooring products in North America and the Pacific Rim.
On April 1, 2016, Armstrong Flooring, Inc. ("AFI") became an independent company as a result of the separation by
Armstrong World Industries ("AWI"), a Pennsylvania corporation, of its Resilient Flooring and Wood Flooring
segments from its Building Products ("Ceiling") segment (the "Separation"). The Separation was effected by
allocating the assets and liabilities related primarily to the Resilient Flooring and Wood Flooring segments to AFI and
then distributing the common stock of AFI to AWI’s shareholders (the "Distribution"). The Separation and Distribution
(together, the "Spin-off") resulted in AFI and AWI becoming two independent, publicly traded companies, with AFI
owning and operating the Resilient Flooring and Wood Flooring segments and AWI continuing to own and operate a
ceilings business. When we refer to "AFI," "the Company," "we," "our," and "us" in this report, we are referring to
Armstrong Flooring, Inc., a Delaware corporation, and its consolidated subsidiaries unless the context requires
otherwise.
Basis of Presentation
Prior to April 1, 2016, AFI operated as a part of AWI. The financial information for these periods was prepared on a
combined basis from AWI’s historical accounting records and is presented herein on a stand-alone basis as if the
operations had been conducted independently of AWI. Beginning April 1, 2016, the financial information was
prepared on a consolidated basis. The Condensed Consolidated Financial Statements of AFI presented are not
indicative of our future performance, and do not necessarily reflect what our historical results of operations, financial
position and cash flows would have been if we had operated as a separate, stand-alone entity during all reported
periods.
For periods prior to April 1, 2016, AFI was comprised of certain stand-alone legal entities for which discrete financial
information was available, as well as portions of legal entities for which discrete financial information was not
available ("Shared Entities"). For the Shared Entities for which discrete financial information was not available, such
as shared utilities, taxes, and other shared costs, allocation methodologies were applied to allocate amounts to AFI.
The Condensed Consolidated Statements of Operations and Comprehensive Income for these periods include all
revenues and costs attributable to AFI, including costs for facilities, functions and services used by AFI. The results of
operations for those periods also include allocations of costs for administrative functions and services performed on
behalf of AFI by centralized staff groups within AWI, AWI’s general corporate expenses and certain pension and other
retirement benefit costs for those periods. All of the allocations and estimates in the Condensed Consolidated
Financial Statements are based on assumptions that AFI management believes are reasonable. These statements
should be read in conjunction with the Combined Financial Statements and notes for the fiscal year ended December
31, 2015 (the "Combined Financial Statements") in our Information Statement, dated March 24, 2016 (the
"Information Statement", filed as Exhibit 99.1 to our Current Report on Form 8-K dated March 24, 2016).
All charges and allocations of cost for facilities, functions and services performed by AWI prior to the Spin-off were
deemed paid by AFI to AWI in cash, in the period in which the cost was recorded in the Condensed Consolidated
Statements of Operations and Comprehensive Income (Loss). Prior to the Spin-off, transactions between AWI and
AFI were accounted for through Net AWI investment.
Prior to the Spin-off, AFI’s portion of current income taxes payable was deemed to have been remitted to AWI in the
period the related tax expense was recorded. AFI’s portion of current income taxes receivable was deemed to have
been remitted to AFI by AWI in the period to which the receivable applies only to the extent that a refund of such
taxes could have been recognized by AFI on a stand-alone basis under the law of the relevant taxing jurisdiction.
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These Condensed Consolidated Financial Statements are prepared in accordance with generally accepted accounting
principles in the United States of America ("U.S. GAAP"). The statements include management estimates and
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Armstrong Flooring, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements

judgments, where appropriate. Management uses estimates to record many items including certain asset values,
allowances for bad debts, inventory obsolescence and lower of cost or market charges, warranty reserves, workers
compensation, general liability and environmental claims and income taxes. When preparing an estimate, management
determines the amount based upon the consideration of relevant information. Management may confer with outside
parties, including outside counsel. Actual results may differ from these estimates. In the opinion of management, all
adjustments of a normal, recurring nature have been included to provide a fair statement of the results for the reporting
periods presented. Operating results for the three and six months ended June 30, 2016 and 2015 included in this report
are unaudited. Quarterly results are not necessarily indicative of annual earnings, primarily due to the different level of
sales in each quarter of the year and the possibility of changes in economic conditions between periods.
The accounting policies used in preparing the Condensed Consolidated Financial Statements are the same as those
used in preparing the Combined Financial Statements for the year ended December 31, 2015 as disclosed in our
information statement included in our Registration Statement (the “Information Statement”).
All significant intercompany transactions within AFI have been eliminated from the Condensed Consolidated
Financial Statements.
The impact of the separation activities on equity is reflected in Net transfers (to)/ from AWI on the Condensed
Consolidated Statements of Stockholders' Equity. The components of Net transfers (to)/ from AWI on the Condensed
Consolidated Statements of Stockholders' Equity and the related cash flow were as follows:

June 30, 2016

(Dollars in millions)

Condensed
Consolidated
Statements
of
Stockholders'
Equity

Condensed
Consolidated
Statements of
Cash Flows -
Financing
Activities

Net transfers from AWI for three months ended March 31, 2016 $53.6 $ 53.6
Net transfers (to) from AWI upon separation (22.7 ) 9.0
Other activity concurrent with separation — (7.0 )

30.9 55.6
Cash distribution to AWI upon separation (50.0 ) (50.0 )
Net transfers (to) from AWI $(19.1) $ 5.6
Recently Adopted Accounting Standards
In November 2015, the FASB issued Accounting Standards Update ("ASU") 2015-17, "Balance Sheet Classification
of Deferred Taxes."  The guidance requires entities with a classified balance sheet to present all deferred tax assets
and liabilities as noncurrent. The new guidance may be applied retrospectively or prospectively and is effective for
annual reporting periods beginning after December 15, 2016, but early adoption is permitted. We adopted this
standard effective April 1, 2016; the balance sheet as of December 31, 2015 was not retrospectively adjusted.
Adoption of this standard did not impact our financial condition, results of operations or cash flows.
In March 2016, the FASB issued ASU 2016-09, "Improvements to Employee Share-Based Payment Accounting."
 The guidance simplifies accounting for share-based payments, most notably by requiring all excess tax benefits and
tax deficiencies to be recorded as income tax benefits or expense on the statement of operations and by allowing
entities to elect to recognize forfeitures of awards when they occur. The new guidance may be applied retrospectively
or prospectively and is effective for annual reporting periods beginning after December 15, 2016, but early adoption is
permitted. We adopted this guidance prospectively effective April 1, 2016. We elected to estimate forfeitures based on
historical forfeiture activity, when appropriate depending on the number of award recipients. Adoption did not have a
material impact on our financial condition, results of operations and cash flows.

Edgar Filing: Armstrong Flooring, Inc. - Form 10-Q

11



6

Edgar Filing: Armstrong Flooring, Inc. - Form 10-Q

12



Armstrong Flooring, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements

Recently Issued Accounting Standards
In May 2014, the FASB issued ASU 2014-09 "Revenue from Contracts with Customers."  The guidance requires an
entity to recognize the amount of revenue to which it expects to be entitled for the transfer of promised goods or
services to a customer. The ASU will replace most existing revenue recognition guidance in U.S. GAAP when it
becomes effective. In August 2015, the FASB issued ASU 2015-14, "Revenue from Contracts with Customers:
Deferral of the Effective Date" which defers the effective date for ASU 2014-09 by one year. In March 2016, the
FASB issued ASU 2016-08, "Principal versus Agent Considerations (Reporting Gross versus Net)," which clarifies
the implementation guidance in ASU 2014-09 relating to principal versus agent considerations. In April 2016, the
FASB issued ASU 2016-10, "Identifying Performance Obligations and Licensing," which clarifies guidance related to
the impact of goods and services on a performance obligation and timing and pattern of recognition issues related to
intellectual property contracts.  In May 2016, the FASB issued ASU 2016-12, "Narrow-Scope Improvements and
Practical Expedients," which clarify certain narrow provisions of ASU 2014-09.  These Accounting Standards
Codification (“ASC”) updates are effective for annual reporting periods beginning after December 15, 2017, but early
adoption is permitted. We have not selected a transition method and are currently evaluating the impact these ASC
updates will have on our financial condition, results of operations and cash flows.
In July 2015, the FASB issued ASU 2015-11, "Simplifying the Measurement of Inventory."  The guidance requires
that inventory that is measured on a first-in, first-out or average cost basis to be measured at lower of cost and net
realizable value, as opposed to the lower of cost or market. For inventory that is measured under the last-in, first-out
basis or the retail recovery method, there is no change to current measurement requirements. This new guidance must
be applied prospectively and is effective for annual reporting periods beginning after December 15, 2016, but early
adoption is permitted. We are currently evaluating the impact the adoption of this standard would have on our
financial condition, results of operations and cash flows.
In January 2016, the FASB issued ASU 2016-01, "Recognition and Measurement of Financial Assets and Financial
Liabilities."  The guidance addresses certain aspects of recognition, measurement, presentation, and disclosure of
financial instruments. Most notably, this new guidance requires equity investments (except those accounted for under
the equity method of accounting or those that result in consolidation of the investee) to be measured at fair value with
changes in fair value recognized in net income. This new guidance is effective for annual reporting periods beginning
after December 15, 2017. We are currently evaluating the impact the adoption of this standard would have on our
financial condition, results of operations and cash flows.
In February 2016, the FASB issued ASU 2016-02, "Leases."  The guidance amends accounting for leases, most
notably by requiring a lessee to recognize the assets and liabilities that arise from a lease agreement. Specifically, this
new guidance will require lessees to recognize a liability to make lease payments and a right-of-use asset representing
its right to use the underlying asset for the lease term, with limited exceptions. The accounting applied by a lessor is
largely unchanged from that applied under existing U.S. GAAP. This new guidance is effective for annual reporting
periods beginning after December 15, 2018 and must be adopted under a modified retrospective basis. We are
currently evaluating the impact the adoption of this standard would have on our financial condition, results of
operations and cash flows.

In June 2016, the FASB issued ASU 2016-13, "Measurement of Credit Losses on Financial Instruments."  The
guidance requires immediate recognition of estimated credit losses that are expected to occur over the remaining life
of many financial assets. This new guidance is effective for annual and interim periods in fiscal years beginning after
December 15, 2019, but early adoption is permitted for annual and interim periods in fiscal years beginning after
December 15, 2018. We are currently evaluating the impact the adoption of this standard would have on our financial
condition, results of operations and cash flows.
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Armstrong Flooring, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements

NOTE 2. DISCONTINUED OPERATIONS
European Resilient Flooring
On December 4, 2014, AWI's Board of Directors approved the cessation of funding to its DLW subsidiary, which at
the time was our European flooring business. As a result, DLW management filed for insolvency in Germany on
December 11, 2014.
The DLW insolvency filing in December 2014 resulted in presenting DLW for all historical periods prior to the
Separation as a discontinued operation. However, the insolvency filing did not meet the U.S. tax criteria to be
considered disposed of until the first quarter of 2015. In determining the U.S tax impact of the disposition, the
liabilities, including an unfunded pension liability of approximately $115 million, were considered proceeds.
However, pension deductions for tax purposes result only when the benefit payments are made. Accordingly, a
deferred tax asset and non-cash income tax benefit of $43.4 million was recorded in the first quarter of 2015 within
discontinued operations for the tax benefit of the future pension deductions. AWI is solely responsible for any
shortfall, and the beneficiary of any excess, at the closure of the DLW insolvency proceedings. Therefore, DLW is
excluded from our balance sheets, results of operations and cash flows after the Spin-off.
The following is a summary of the operating results of DLW, which are reflected in these financial statements for
periods prior to the Separation.

Three
Months
Ended
June 30,

Six Months
Ended June
30,

(Dollars in millions) 20162015 2016 2015
Loss on disposal of discontinued business before income tax $—$(0.1) $(0.1) $(1.3 )
Income tax (expense) benefit —(0.1 ) 1.8 43.6
Net (loss) gain on disposal of discontinued business $—$(0.2) $1.7 $42.3
NOTE 3. RELATIONSHIP WITH AWI AND RELATED ENTITIES
Allocation of general corporate and other expenses
These Condensed Consolidated Financial Statements include expense allocations for certain functions provided by
AWI, including, but not limited to finance, legal, information technology, and human resources as well as pension
expenses for periods prior to the Spin-off. In 2015, these expenses were allocated on the basis of direct usage when
identifiable, with the remainder allocated on the basis of revenue, headcount, or other measures. Beginning in the first
quarter of 2016, such expenses were incurred directly by our segments. No expenses were allocated to us after the
Separation.
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Armstrong Flooring, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements

The presentation of these costs allocated to us by AWI in our Condensed Consolidated Statements of Operations and
Comprehensive Income is as follows:

Three
Months
Ended
June 30,

Six Months
Ended June
30,

(Dollars in millions) 20162015 2016 2015
Expense (income), net:
Cost of goods sold $—$ 2.7 $— $5.0
Selling, general and administrative expenses —7.2 0.5 14.5
Other non-operating (income) —— — (0.2 )
Other non-operating expense —— 0.3 —
Total $—$ 9.9 $0.8 $19.3

On April 1, 2016, in connection with the completion of the Separation, we entered into several agreements with AWI
that provided for the Separation and allocation between AFI and AWI of the assets, employees, liabilities and
obligations of AWI and its subsidiaries attributable to periods prior to, at and after AFI’s Separation. These agreements
also govern the relationship between AFI and AWI subsequent to the completion of the Separation.

These agreements include a Transition Services Agreement, a Tax Matters Agreement, an Employee Matters
Agreement, a Trademark License Agreement, a Transition Trademark Agreement and a Campus Lease Agreement.

Under the Transition Services Agreement, AFI and AWI will provide various services to each other including
information technology, accounts payable, payroll, and other financial functions and administrative services.

The Tax Matters Agreement generally governs AFI’s and AWI’s respective rights, responsibilities and obligations after
the separation and distribution with respect to tax liabilities and benefits, tax attributes, the preparation and filing of
tax returns, the control of audits and other tax proceedings, and other matters regarding taxes for any tax period ending
on or before the distribution date, as well as tax periods beginning after the distribution date. In addition, the tax
matters agreement provides that AFI is liable for taxes incurred by AWI that may arise if AFI takes, or fails to take,
certain actions that may result in the separation, the distribution or certain related transactions failing to qualify as
tax-free for U.S. federal income tax purposes. AWI received an opinion from its tax counsel that the Separation
qualified as a tax-free transaction for AWI and its shareholders.

The Employee Matters Agreement governs certain compensation and employee benefit obligations with respect to the
current and former employees and non-employee directors of AFI and AWI. Pursuant to this agreement and in
connection with the distribution, AWI transferred assets and liabilities from defined benefit pension and
postretirement plans (the “Shared Plans”) sponsored by AWI to AFI that relate to active AFI employees and certain
former AFI employees to mirror plans established by AFI.

Pursuant to the Trademark License Agreement, AWI provided AFI with a perpetual, royalty-free license to use the
“Armstrong” trade name and logo.

Pursuant to the Transition Trademark License agreement, AFI provided AWI with a five-year royalty-free license to
utilize the “Inspiring Great Spaces” tagline, logo and related color scheme.
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Under the Campus Lease Agreement, AFI leased certain portions of the AWI’s campus for use as AFI's corporate
headquarters. The campus lease agreement provides for an initial term of five years from April 1, 2016. Minimum
annual rent expense is expected to be $2.8 million for the remaining six months of 2016, $5.6 million per annum for
the years 2017 - 2020, and $1.4 million in 2021, notwithstanding any renewals or additional charges.
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Armstrong Flooring, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements

NOTE 4. INCOME TAXES
Three Months
Ended June 30,

Six Months
Ended June 30,

(Dollars in millions) 2016 2015 2016 2015
Income from continuing operations before income taxes: $9.4 $14.5 $4.7 $11.3
Income tax expense 3.7 5.7 3.3 6.4
Effective tax rate 39.4% 39.3 % 70.2% 56.6 %
The effective tax rate for the second quarter of 2016 was flat versus the comparable period of 2015. The effective tax
rate for the first six months of 2016 was higher than the comparable period in 2015 primarily due to a higher rate
impact of unbenefitted foreign losses as a result of lower pretax income.
Upon audit, taxing authorities may challenge all or part of an uncertain income tax position. While AFI has no history
of tax audits on a stand-alone basis, AWI was routinely audited by U.S. federal, state and local, and non-U.S. taxing
authorities. Accordingly, AFI regularly assesses the outcome of potential examinations in each of the taxing
jurisdictions when determining the adequacy of the amount of unrecognized tax benefit recorded. We do not expect to
record any material changes during 2016 to AFI's unrecognized tax benefits as of December 31, 2015.
As of June 30, 2016, we consider foreign unremitted earnings to be permanently reinvested.
NOTE 5. EARNINGS PER SHARE OF COMMON STOCK

The table below shows a reconciliation of the numerator and denominator for basic and diluted earnings per share
calculations for the periods indicated.

Three Months
Ended June 30,

Six Months
Ended June 30,

(Dollars in millions, except share data) 2016 2015 2016 2015
Numerator
Income from continuing operations $5.7 $ 8.8 $1.4 $ 4.9
(Loss) income from discontinued operations — (0.2 ) 1.7 42.3
Net income $5.7 $ 8.6 $3.1 $ 47.2

Denominator
Weighted average number of common shares outstanding 27,743,71427,738,779 27,740,81727,738,779
Weighted average number of vested shares not yet issued 154,767— 63,904—
Weighted average number of common shares outstanding - Basic 27,898,48127,738,779 27,804,72127,738,779
Dilutive stock-based compensation awards outstanding 406,931— 203,465—
Weighted average number of common shares outstanding - Diluted 28,305,41227,738,779 28,008,18627,738,779

On April 1, 2016, AWI distributed 27,738,779 shares of AFI's common stock to AWI’s shareholders. Basic and diluted
earnings (loss) per common share for the three and six months ended June 30, 2015 were calculated using the shares
distributed on April 1, 2016.
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Diluted earnings (loss) per share is calculated using net income (loss) available to common stockholders divided by
diluted weighted-average shares of common shares outstanding during each period determined using the treasury
stock method. Performance-based employee compensation awards are considered potentially dilutive in the initial
period in which the performance conditions are met. Performance awards representing 924,579 shares of common
stock were excluded from the computation of diluted earnings per share as the performance conditions have not yet
been met. Options to purchase 391,353 shares of common stock were excluded from the computation of diluted
earnings per share as the options were anti-dilutive.
NOTE 6. ACCOUNTS AND NOTES RECEIVABLE

(Dollars in millions) June 30,
2016

December 31,
2015

Customer receivables $119.9 $ 85.1
Customer notes 1.0 0.8
Miscellaneous receivables 9.5 4.1
Less: allowance for warranties, discounts, and losses (18.6 ) (17.8 )
Accounts and notes receivable, net $111.8 $ 72.2
Generally, we sell our products to select, pre-approved customers whose businesses are affected by changes in
economic and market conditions. We consider these factors and the financial condition of each customer when
establishing our allowance for losses from doubtful accounts.
Allowance for warranties represents expected reimbursements for cost associated with warranty repairs, the majority
of which is provided to our independent distributors through a credit against accounts receivable from the distributor
to AFI.
NOTE 7. PRODUCT WARRANTIES
The following table summarizes the activity for the accrual of product warranties for the six months ended June 30,
2016 and 2015:

Six Months
Ended June
30,

(Dollars in millions) 2016 2015
Balance at beginning of period $7.3 $7.7
Reductions for payments (3.5 ) (5.3 )
Current year warranty accruals 3.7 5.3
Balance at end of period $7.5 $7.7

NOTE 8. INVENTORIES

(Dollars in millions) June 30,
2016

December 31,
2015

Finished goods $146.8 $ 127.8
Goods in process 19.5 21.0
Raw materials and supplies 92.7 106.2
Less: LIFO and other reserves (15.1 ) (12.2 )
Total inventories, net $243.9 $ 242.8
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NOTE 9. INTANGIBLE ASSETS
The following table details amounts related to our intangible assets as of June 30, 2016 and December 31, 2015:

June 30, 2016 December 31, 2015

(Dollars in millions) Estimated Useful Life
Gross
Carrying
Amount

Accumulated
Amortization

Gross
Carrying
Amount

Accumulated
Amortization

Amortizing intangible assets
Land use rights Various $5.3 $ 0.6 $ 5.4 $ 0.6
Developed technology 15 years 5.3 1.3 4.9 1.1
Other Various 0.2 0.2 0.2 0.2
Total 10.8 $ 2.1 10.5 $ 1.9
Non-amortizing intangible assets
Trademarks and brand names Indefinite 34.0 34.0
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