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PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS.

FORTUNE BRANDS HOME & SECURITY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the Nine and Three Months Ended September 30, 2015 and 2014
(In millions, except per share amounts)

(Unaudited)
Nine Months Ended Three Months Ended
September 30, September 30,
2015 2014 2015 2014

Net sales $3,354.7  $2,9740  $1,238.8  $1,057.7

Cost of products sold 2,192.9 1,948.9 804.3 689.7

Selling, general and administrative expenses 778.1 690.2 265.7 234.9

Amortization of intangible assets 15.3 9.5 6.7 3.4

Restructuring charges 12.6 1.1 1.8 0.2
Operating income 355.8 324.3 160.3 129.5

Interest expense 20.5 7.2 11.1 3.2

Other expense (income), net 3.7 — 0.5 (0.5)
Income from continuing operations before income taxes 331.6 317.1 148.7 126.8

Income taxes 112.7 100.0 48.7 42.3
Income from continuing operations, net of tax 218.9 217.1 100.0 84.5
Income (loss) from discontinued operations, net of tax 8.6 (103.2) 7.8 (105.4)
Net income (loss) 227.5 113.9 107.8 (20.9)

Less: Noncontrolling interests 0.3 0.9 0.3 0.2

Net income (loss) attributable to Fortune Brands $ 2272 $ 1130 $ 1075 $ (21.1)
Basic earnings per common share

Continuing operations $ 137 $ 133 $ 062 $ 053

Discontinued operations 0.06 (0.64) 0.05 (0.66)
Net income (loss) attributable to Fortune Brands common shareholders $ 143 $ 069 $ 067 $ (0.13)
Diluted earnings per common share

Continuing operations $ 134 $ 1.29 $ 061 $ 0.52

Discontinued operations 0.05 (0.62) 0.05 (0.65)
Net income (loss) attributable to Fortune Brands common shareholders $ 139 $ 067 $ 066 $ (0.13)
Comprehensive income (loss) $ 1951 $ 957 $ 932 $ (31.2)

See notes to condensed consolidated financial statements.
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FORTUNE BRANDS HOME & SECURITY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In millions)

(Unaudited)
September 30, December 31,
2015 2014
Assets
Current assets
Cash and cash equivalents $ 350.6 $ 1919
Accounts receivable, net 557.0 458.9
Inventories 540.4 462.2
Other current assets 175.4 122.8
Current assets of discontinued operations — 63.3
Total current assets 1,623.4 1,299.1
Property, plant and equipment, net of accumulated depreciation 606.3 539.8
Goodwill 1,800.8 1,467.8
Other intangible assets, net of accumulated amortization 982.2 656.5
Other assets 69.5 72.4
Non-current assets of discontinued operations — 17.3
Total assets $ 5,082.2 $ 4,052.9
Liabilities and equity
Current liabilities
Current portion of long-term debt $ 3.8 $ 26.3
Accounts payable 353.6 333.8
Other current liabilities 420.3 322.0
Current liabilities of discontinued operations — 17.5
Total current liabilities 777.7 699.6
Long-term debt 1,337.6 643.7
Deferred income taxes 266.0 150.6
Other non-current liabilities 296.6 292.5
Non-current liabilities of discontinued operations — 3.4
Total liabilities 2,677.9 1,789.8
Commitments and contingencies (see Note 17)
Equity
Fortune Brands stockholders’ equity
Common stock(a) 1.7 1.7
Paid-in capital 2,581.7 2,517.3
Accumulated other comprehensive loss (39.1) (6.7)
Retained earnings 439.4 279.5
Treasury stock (582.1) (532.3)
Total Fortune Brands stockholders’ equity 2,401.6 2,259.5
Noncontrolling interests 2.7 3.6
Total equity 2,404.3 2,263.1
Total liabilities and equity $ 5,082.2 $ 4,052.9

(@ Common stock, par value $0.01 per share; 174.5 million shares and 172.0 million shares issued at September 30, 2015 and December 31, 2014,
respectively.

See notes to condensed consolidated financial statements.
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FORTUNE BRANDS HOME & SECURITY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine Months Ended September 30, 2015 and 2014

Operating activities

Net income
Non-cash pre-tax expense (income):
Depreciation
Amortization
Stock-based compensation
Recognition of actuarial losses
Deferred income taxes
Restructuring charges
Amortization of deferred financing costs
Pre-tax loss on sale of discontinued operations
(Income) loss on sale of property, plant and equipment
Changes in assets and liabilities:
Increase in accounts receivable
Increase in inventories
Increase (decrease) in accounts payable
Increase in other assets
Increase (decrease) in accrued expenses and other liabilities
Increase in accrued taxes

Net cash provided by operating activities

Investing activities

Capital expenditures
Proceeds from the disposition of assets
Proceeds from sale of discontinued operations
Cost of acquisitions, net of cash acquired
Other investing activities

Net cash used in investing activities

Financing activities

Decrease in short-term debt, net
Issuance of long-term debt
Repayment of long-term debt
Proceeds from the exercise of stock options
Treasury stock purchases(a)
Excess tax benefit from the exercise of stock-based compensation
Dividends to stockholders(b)
Other financing, net
Net cash provided by (used in) financing activities

Effect of foreign exchange rate changes on cash

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

(@)
()

(In millions)
(Unaudited)

2015 2014
$ 2275 $ 113.9
66.5 60.9
153 123
20.6 23.9
8.9 1.7
(22.7) 5.6
0.9 0.4

0.4 —

16.9 83.2
(0.7) 0.5
(57.7) (77.6)
(52.7) (34.5)
5.6 (3.6)
(11.2) (15.1)
21.9 (104.5)
24.6 43.1
264.1 110.2
(86.9) (82.3)
25 0.2

122 130.0
(652.8) (118.5)
— (7.0)
(725.0) (77.6)
— 2.7)
1,748.9 835.0
(1,080.0) (505.0)
22.6 23.1
(15.7) (411.4)
23.0 24.4
(67.1) (58.5)
(1.2) (2.2)
630.5 (97.3)
(10.9) (1.6)
$ 1587 $ (66.3)
$ 1919 $ 241.4
$ 3506 $ 175.1

Treasury stock purchases exclude purchases of $20.3 million of shares of common stock in September 2015 that were not settled until October 2015.
Excludes dividends declared but not paid of $22.3 million and $19.0 million as of September 30, 2015 and 2014, respectively.

See notes to condensed consolidated financial statements.
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Balance at December 31, 2013
Comprehensive income:

Net income

Other comprehensive income
Stock options exercised
Stock-based compensation
Tax benefit on exercise of stock options
Tax-related adjustments
Treasury stock purchase
Dividends ($0.36 per common share)
Dividends paid to noncontrolling interests
Balance at September 30, 2014

Balance at December 31, 2014
Comprehensive income:

Net income

Other comprehensive income
Stock options exercised
Stock-based compensation
Tax benefit on exercise of stock options
Treasury stock purchase
Dividends ($0.28 per common share)
Dividends paid to noncontrolling interests

Balance at September 30, 2015

FORTUNE BRANDS HOME & SECURITY, INC.

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

For the Nine Months Ended September 30, 2015 and 2014

(In millions)

(Unaudited)
Accumulated
Other Non-
Common Paid-In Comprehensive Retained Treasury controlling Total
Stock Capital Income (Loss) Earnings Stock Interests Equity
$ 1.7 $2,431.3 954  $2008 $ (79.8) $ 3.7  $2,653.1
— — — 113.0 — 0.9 113.9
— — (18.1) — — (0.1) (18.2)
— 23.1 — — — — 23.1
— 23.8 — — (8.8) — 15.0
— 24.7 — — — — 24.7
— (1.2) — — — — (1.2)
— — — — (411.4) — (411.4)
— — — (57.3) — — (57.3)
— — — — — (1.1) (1.1)
$ 1.7 $2,501.7 77.3 $256.5 $(500.0) $ 3.4 $2,340.6
$ 17 $2,517.3 (6.7) $2795 $(532.3) $ 3.6 $2,263.1
— — — 227.2 — 0.3 227.5
— — (32.4) — — — (32.4)
— 22.7 — — — — 22.7
— 20.5 — — (13.8) — 6.7
— 21.2 — — — — 21.2
— — — — (36.0) — (36.0)
— — — (67.3) — — (67.3)
— — — — — (1.2) (1.2)
$ 17 $2,581.7 (39.1) $439.4 $(582.1) $ 2.7  $2,404.3

See notes to condensed consolidated financial statements.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Basis of Presentation and Principles of Consolidation

» «

References to “Fortune Brands,” “the Company,” “we,
subsidiaries as a whole, unless the context otherwise requires.

our” and “us” refer to Fortune Brands Home & Security, Inc. and its consolidated

The Company is a leading home and security products company with a portfolio of leading branded products used for residential home repair,
remodeling, new construction and security applications.

The condensed consolidated balance sheet as of September 30, 2015, the related condensed consolidated statements of comprehensive income for
the nine and three-month periods ended September 30, 2015 and 2014 and the related condensed consolidated statements of cash flows and equity for
the nine-month periods ended September 30, 2015 and 2014 are unaudited. In the opinion of management, all adjustments (consisting of normal
recurring accruals) necessary for a fair statement of the financial statements have been included. Interim results may not be indicative of results for a
full year.

The condensed consolidated financial statements and notes are presented pursuant to the rules and regulations of the Securities and Exchange
Commission and do not contain certain information included in our annual consolidated financial statements and notes. The December 31, 2014
condensed consolidated balance sheet was derived from the audited financial statements, but does not include all disclosures required by U.S. generally
accepted accounting principles (“GAAP”). This Quarterly Report on Form 10-Q should be read in conjunction with the audited consolidated financial
statements and notes included in our Annual Report on Form 10-K for the year ended December 31, 2014.

The condensed consolidated financial statements included in this Quarterly Report on Form 10-Q were derived principally from the consolidated
financial statements of the Company. In May 2015, we acquired Norcraft Companies, Inc. (“Norcraft”). The financial results of Norcraft were included
in the Company’s condensed consolidated statements of comprehensive income and statements of cash flow beginning in May 2015 and the condensed
consolidated balance sheet as of September 30, 2015. On September 10, 2015, we completed the sale of Waterloo Industries, Inc. (“Waterloo™), our tool
storage business. Therefore, in accordance with Accounting Standards Codification (“ASC”) requirements, the results of operations of Waterloo
through September 9, 2015, were classified and separately stated as discontinued operations in the accompanying condensed consolidated statements of
comprehensive income for the nine and three months ended September 30, 2015 and 2014. The assets and liabilities of Waterloo were classified as
discontinued operations in the accompanying condensed consolidated balance sheets as of December 31, 2014. In September 2014, we sold all of the
shares of stock of Fortune Brands Windows, Inc., our subsidiary that owned and operated the Simonton windows business (“Simonton”). The results of
operations of Simonton were classified and separately stated as discontinued operations in the accompanying condensed consolidated statements of
comprehensive income for the nine and three months ended September 30, 2014. The cash flows from discontinued operations for the nine months
ending September 30, 2015 and 2014 were not separately classified on the accompanying condensed consolidated statements of cash flows.
Information on Business Segments was revised to exclude these discontinued operations.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Recently Issued Accounting Standards
Simplifying Accounting for Measurement-Period Adjustments

In September 2015, the Financial Accounting Standards Board (“FASB”) issued a final standard that eliminates the requirement for an acquirer in
a business combination to account for measurement-period adjustments retrospectively. Instead, acquirers must recognize measurement-period
adjustments during the period in which they determine the amounts, including the effect on earnings of any amounts they would have recorded in
previous periods if the accounting had been completed at the acquisition date. The new standard is effective for the annual period beginning January 1,
2016 (calendar year 2016 for Fortune Brands). Early application is permitted, however we elected not to early adopt. We do not expect this standard to
have a material effect on our financial statements.

Simplifying Subsequent Measurement of Inventory

In July 2015, the FASB issued a final standard that simplifies the subsequent measurement of inventory by replacing lower of cost or market test
under the current GAAP. Under the current guidance the subsequent measurement of inventory is measured at the lower of cost or market, where
“market” may have multiple possible outcomes. The new guidance requires subsequent measurement of inventory at the lower of cost or net realizable
value. Net realizable value is the estimated selling prices in the ordinary course of business, less reasonably predictable costs to sell (completion,
disposal, and transportation). This new standard is effective for the annual period beginning January 1, 2017 (calendar year 2017 for Fortune Brands).
Earlier application is permitted, however we elected not to early adopt. We do not expect this standard to have a material effect on our financial
statements.

Simplifying the Presentation of Debt Issuance Costs

In April 2015, the FASB issued Accounting Standards Update (“ASU”) 2015-03, “Simplifying the Presentation of Debt Issuance Costs.” This
ASU requires debt issuance costs to be presented in the balance sheet as a direct deduction from the carrying value of the associated debt liability,
instead of as a deferred charge (i.e., as an asset). This new standard is effective for the annual period beginning after December 15, 2015 (calendar year
2016 for Fortune Brands), and for annual periods and interim periods thereafter. Early adoption is permitted, however we elected not to early adopt.
The guidance will be applied on a retrospective basis. The adoption of this ASU will require us to reclassify approximately $3 million of debt issuance
costs from a deferred asset to long-term debt as of September 30, 2015.



FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Recently Issued Accounting Standards (Continued)

Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern

In August 2014, the FASB issued ASU 2014-15, “Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern.” This
ASU provides guidance about management’s responsibility to evaluate whether there is substantial doubt about an entity’s ability to continue as a going
concern and to provide related footnote disclosures. This amendment is effective for the annual period ending after December 15, 2016 (year-end 2016
for Fortune Brands), and for annual periods and interim periods thereafter. Early application is permitted. We do not expect this standard to have a
material effect on our financial statements.

Revenue from Contracts with Customers

In May 2014, the FASB issued ASU 2014-09, “Revenue from Contracts with Customers.” This ASU clarifies the accounting for revenue arising
from contracts with customers and specifies the disclosures that an entity should include in its financial statements. Further, in August 2015, the FASB
issued a standard, which clarified that the amendment is effective for the annual reporting period beginning after December 15, 2017 (calendar year
2018 for Fortune Brands), and for annual and interim periods thereafter. We are assessing the impact the adoption of this standard will have on our
financial statements.

Balance Sheet Information

Supplemental information on our balance sheets is as follows:

September 30, December 31,

(In millions) 2015 2014

Inventories:

Raw materials and supplies $ 216.3 $ 1781
Work in process 59.2 54.0
Finished products 264.9 230.1
Total inventories $ 540.4 $ 4622
Property, plant and equipment, gross $ 1,515.3 $ 1,396.3
Less: accumulated depreciation 909.0 856.5
Property, plant and equipment, net $ 6063 $ 5398



FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Acquisitions

In May 2015, we completed our tender offer to purchase all of the outstanding shares of common stock of Norcraft, a leading publicly-owned
manufacturer of kitchen and bathroom cabinetry, for a total purchase price of $648.6 million in cash. We financed the transaction using cash on hand
and borrowings under our existing credit facilities. This transaction is expected to continue to strengthen our overall product offering, round out our
regional market penetration and enhance our frameless cabinetry capabilities. Net sales in the nine and three months ended September 30, 2015 were
approximately $151 million and $105 million, respectively. Operating income in the nine and three months ended September 30, 2015 was
approximately $15 million and $12 million, respectively. The results of operations of Norcraft are included in the Cabinets segment. We incurred $15.1
million and $0.2 million of Norcraft acquisition-related transaction costs in the nine and three months ended September 30, 2015, respectively. The
goodwill expected to be deductible for income tax purposes is in the process of being determined.

The following table summarizes the preliminary allocation of the purchase price to the fair value of assets acquired and liabilities assumed as of
the date of the acquisition.

(In millions)

Accounts receivable $ 31.0
Inventories 28.4
Property, plant and equipment 45.8
Goodwill 348.8
Identifiable intangible assets 335.0
Other assets 18.7

Total assets 807.7
Deferred tax liabilities 130.2
Other liabilities and accruals 28.9

Net assets acquired $648.6

The preceding purchase price allocation has been determined provisionally and is subject to revision as additional information about the fair
value of individual assets and liabilities becomes available. The Company is in the process of finalizing valuations of certain tangible and intangible
assets, including tradenames and customer relationships. Any change in the acquisition date fair value of the acquired assets and liabilities will change
the amount of the purchase price allocable to goodwill.

Goodwill includes expected sales and cost synergies. Identifiable intangible assets consist of an indefinite-lived tradename of $125 million and
customer relationships of $210 million. The useful life of the customer relationships identifiable intangible asset is estimated to be 20 years.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

4.  Acquisitions (Continued)

The following unaudited pro forma summary presents consolidated financial information as if Norcraft had been acquired on January 1, 2014.
The unaudited pro forma financial information is based on historical results of operations and financial position of the Company and Norcraft. The pro
forma results include:

»  estimated amortization of a definite-lived customer relationship intangible asset,

+  the estimated cost of the inventory adjustment to fair value,

+ interest expense associated with debt that would have been incurred in connection with the acquisition,
+  the reclassification of Norcraft transaction costs from 2015 to the first quarter of 2014, and

» adjustments to conform accounting policies.

The unaudited pro forma financial information does not necessarily represent the results that would have occurred had the acquisition occurred on
January 1, 2014. In addition, the unaudited pro forma information should not be deemed to be indicative of future results.

Nine Months Ended Three Months Ended
(In millions, except per share amounts) September 30, September 30,
2015 2014 2015 2014
Net sales $3,497.0 $3,254.6 $1,238.7 $1,157.8
Income from continuing operations 235.0 215.5 100.1 89.3
Basic earnings per common share $ 147 $ 132 $ 0.62 $ 0.56
Diluted earnings per common share $ 144 $ 1.28 $ 061 $ 0.55

In March 2015, we acquired a cabinets component company for approximately $6 million in cash. A preliminary allocation of the purchase price
has been reflected in the financial statements and will be updated as asset and liability valuations are finalized. Final adjustments will reflect the fair
value assigned to the assets, including intangible assets, and assumed liabilities.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Acquisitions (Continued)

In December 2014, we acquired all of the issued and outstanding shares of capital stock of Anafree Holdings, Inc., the sole owner of Anaheim
Manufacturing Company (“Anaheim”), which markets and sells garbage disposals, for $28.9 million in cash. We paid the purchase price using a
combination of cash on hand and borrowings under our existing credit facilities. Net sales in the nine and three months ended September 30, 2015 were
approximately $23 million and $8 million, respectively, and operating income was not material to the Company. The results of operations of Anaheim
are included in the Plumbing segment.

In July 2014, we acquired all of the voting equity of John D. Brush & Co., Inc. (“SentrySafe”) for a purchase price of $116.7 million in cash. The
purchase price was funded from our existing credit facilities. This acquisition broadened our product offering of security products. Net sales in the nine
and three months ended September 30, 2015 were approximately $101 million and $33 million, respectively, and operating income was not material to
the Company. The results of operations of SentrySafe are included in the Security segment.

The 2014 completed acquisitions were not material for the purposes of supplemental disclosure and did not have a material impact on our
consolidated financial statements.

Discontinued Operations

In September 2015, we completed the sale of Waterloo for approximately $14 million in cash, subject to certain post-closing adjustments. We
recorded a pre-tax loss of $16.9 million as the result of this sale. Transaction and other sale-related costs were approximately $2.7 million. The
estimated tax benefit on the sale was $26.5 million with the after-tax gain of $6.9 million recorded within discontinued operations. The estimated tax
benefit resulted primarily from a tax loss in excess of the financial reporting loss as a result of prior period nondeductible asset impairments. Waterloo
is presented as a discontinued operation in our financial statements beginning December 2014 and through September 9, 2015 in accordance with ASC
205 requirements. Prior to classifying Waterloo as a discontinued operation, it was reported in the Security segment.

In addition, in September 2014, we sold the Simonton windows business for $130 million in cash. Simonton is presented as a discontinued
operation in the Company’s financial statements in accordance with ASC requirements. The 2014 year-to-date and third quarter loss in discontinued
operations included a loss on sale of the business of $111.8 million.

The following table summarizes the results of discontinued operations for the nine and three months ended September 30, 2015 and 2014. The
nine and three months ended September 30, 2015 consist of Waterloo only, however comparable periods in 2014 include both Waterloo and Simonton.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Discontinued Operations (Continued)

Nine Months Three Months
(in millions) Ended September 30, Ended September 30,
2015 2014 2015 2014
Net sales $ 78.2 $ 317.6 $27.8 $ 125.5
Loss from discontinued operations before income taxes $(15.6) $ (72.4) $(17.2) $ (76.5)
Income taxes (24.2) 30.8 (25.0) 28.9
Income (loss) from discontinued operations, net of tax $ 86 $(103.2) $ 78 $(105.4)

The following table summarizes the major classes of assets and liabilities of Waterloo, which is reflected as a discontinued operation on the
consolidated balance sheet as of December 31, 2014:

(in millions) December 31, 2014
Accounts receivable, net $ 40.1
Inventories 15.9
Other current assets 7.3
Total current assets 63.3
Property, plant and equipment, net 13.3
Other non-current assets 4.0
Total assets $ 80.6
Accounts payable $ 8.5
Other current liabilities 9.0
Total current liabilities 17.5
Other non-current liabilities 3.4
Total liabilities $ 20.9
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Goodwill and Identifiable Intangible Assets

We had goodwill of $1,800.8 million and $1,467.8 million as of September 30, 2015 and December 31, 2014, respectively. The $333.0 million
increase was primarily due to the acquisition of Norcraft, partially offset by other acquisition-related adjustments. The change in the net carrying
amount of goodwill by segment was as follows:

(In millions) Cabinets Plumbing Doors Security G(;%)éilalfill

Goodwill at December 31, 2014 (a) $630.1 $ 595.6 $143.0 $ 99.1 $1,467.8
Year-to-date translation adjustments 3.2) — — (1.9) (5.1
Acquisition-related adjustments 355.5 (17.0) — 0.4) 338.1

Goodwill at September 30, 2015 (2) $982.4 $ 578.6 $143.0 $ 96.8 $1,800.8

(@) Net of accumulated impairment losses of $399.5 million in the Doors segment.

We also had identifiable intangible assets, principally tradenames, of $982.2 million and $656.5 million, net of accumulated amortization, as of
September 30, 2015 and December 31, 2014, respectively. The $337.5 million increase in gross identifiable intangible assets was primarily due to the
acquisitions of Norcraft and Anaheim.

The gross carrying value and accumulated amortization by class of identifiable intangible assets as of September 30, 2015 and December 31,

2014 were as follows:

(In millions)

Indefinite-lived tradenames

Amortizable intangible assets
Tradenames
Customer and contractual relationships
Patents/proprietary technology
Total
Total identifiable intangibles

As of September 30, 2015

As of December 31, 2014

Gross Net Gross
Carrying Accumulated Book Carrying Accumulated
Amounts Amortization Value Amounts Amortization
$ 6593 $ (42.0)@ $617.3 $5427 $ (42.0)@
16.4 (6.7) 9.7 14.6 (6.4)
513.0 (173.5) 339.5 294.2 (164.0)
58.0 (42.3) 15.7 57.7 (40.3)
587.4 (222.5) 364.9 366.5 (210.7)
$1,246.7  $ (264.5) $982.2  $909.2 $ (252.7)

(@  Accumulated amortization prior to the adoption of revised ASC requirements for Intangibles — Goodwill and Other Assets.
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$500.7

8.2
130.2
17.4

155.8
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Goodwill and Identifiable Intangible Assets (Continued)

Amortizable identifiable intangible assets, principally tradenames and customer relationships, are subject to amortization over their estimated
useful life, ranging from 5 to 30 years, based on the assessment of a number of factors that may impact useful life. These factors include historical
tradename performance with respect to consumer name recognition, geographic market presence, market share, plans for ongoing tradename support
and promotion, customer attrition rates, and other relevant factors.

In the first nine months of 2015, no events or circumstances occurred that would have required us to perform interim impairment tests of
goodwill or indefinite-lived intangible assets.

External Debt and Financing Arrangements

In June 2015, we issued $900 million of unsecured senior notes (“Senior Notes™) in a registered public offering. The Senior Notes consist of two
tranches: $400 million of five-year notes due 2020 with a coupon of 3% and $500 million of ten-year notes due 2025 with a coupon of 4%. We used the
proceeds from the Senior Notes offering to pay down our revolving credit facility and for general purposes. On September 30, 2015, the outstanding
amount of the Senior Notes, net of underwriting commissions and price discounts, was $891.4 million.

We have a $975 million committed revolving credit facility, as well as a term loan in the initial amount of $525 million, both of which expire in
July 2018. Both facilities can be used for general corporate purposes. On September 30, 2015 and December 31, 2014, our outstanding borrowings
under the revolving credit facility were zero and $145.0 million, respectively; the amounts outstanding under the term loan were $450.0 million and
$525.0 million, respectively. At September 30, 2015 and December 31, 2014, the current portion of long-term debt was $3.8 million and $26.3 million,
respectively. The interest rates under all of these facilities are variable based on LIBOR at the time of the borrowing and the Company’s leverage as
measured by a debt to Adjusted EBITDA ratio. Based upon the Company’s debt to Adjusted EBITDA ratio at September 30, 2015, the Company’s
borrowing rate could range from LIBOR + 1.0% to LIBOR + 2.0%. At September 30, 2015, we were in compliance with all covenants under these
facilities.

We currently have uncommitted bank lines of credit in China, which provide for unsecured borrowings for working capital of up to $25.7 million
in aggregate, of which zero was outstanding, as of September 30, 2015 and December 31, 2014. The weighted-average interest rates on these
borrowings were zero and 8.2% in the nine-month periods ended September 30, 2015 and 2014, respectively. The weighted-average interest rates on
these borrowings were zero and 12.2% in the three-month periods ended September 30, 2015 and 2014, respectively.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Financial Instruments

We do not enter into financial instruments for trading or speculative purposes. We principally use financial instruments to reduce the impact of
changes in foreign currency exchange rates and commodities used as raw materials in our products. The principal derivative financial instruments we
enter into on a routine basis are foreign exchange contracts. Derivative financial instruments are recorded at fair value. The counterparties to derivative
contracts are major financial institutions. Management currently believes that the risk of incurring material losses is unlikely and that the losses, if any,
would be immaterial to the Company. In addition, from time to time, we enter into commodity swaps.

Our primary foreign currency hedge contracts pertain to the Canadian dollar, the Mexican peso and the Chinese yuan. The gross U.S. dollar
equivalent notional amount of all foreign currency derivative hedges outstanding at September 30, 2015 was $204.9 million, representing a net
settlement receivable of $2.9 million. Based on foreign exchange rates as of September 30, 2015, we estimate that $1.2 million of net foreign currency
derivative gains included in other comprehensive income as of September 30, 2015 will be reclassified to earnings within the next twelve months.

The fair values of derivative instruments on the consolidated balance sheets as of September 30, 2015 and December 31, 2014 were:

(In millions) Fair Value
September 30, December 31,
Location 2015 2014

Assets
Foreign exchange contracts Other current assets $ 5.9 $ 5.1
Net investment hedges Other current assets 0.2 0.5

Total assets $ 6.1 $ 5.6
Liabilities
Foreign exchange contracts Other current liabilities $ 3.3 $ 5.4
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

8. Financial Instruments (Continued)

The effects of derivative financial instruments on the statements of comprehensive income for the nine and three months ended September 30,

2015 and 2014 were:

(In millions)
Type of hedge
Cash flow

Fair value
Total

(In millions)

Location

Cost of products sold
Other expense, net

Gain Recognized in Income
Nine Months Ended September 30,

2015 2014
$ 3.0 $ 0.4

5.9 1.6
$ 8.9 $ 2.0

Gain (Loss) Recognized in
Income Three Months Ended September 30,

Type of hedge Location 2015

Cash flow Cost of products sold $ 1.0

Fair value Other expense, net 3.2
Total $ 4.2

2014
(0.2)
0.8
0.6

The effective portion of cash flow hedges recognized in other comprehensive income were net gains of $4.4 million and zero in the nine months
ended September 30, 2015 and 2014, respectively. The effective portion of cash flow hedges recognized in other comprehensive income were net gains
of $2.4 million and $2.9 million in the three months ended September 30, 2015 and 2014, respectively. In the nine and three months ended
September 30, 2015 and 2014, the ineffective portion of cash flow hedges recognized in other expense, net, was insignificant.

Fair Value Measurements

ASC requirements for Fair Value Measurements and Disclosures establish a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value into three levels. Level 1 inputs, the highest priority, are quoted prices in active markets for identical assets or liabilities.
Level 2 inputs reflect inputs other than quoted prices included in level 1 that are either observable directly or through corroboration with observable
market data. Level 3 inputs are unobservable inputs, due to little or no market activity for the asset or liability, such as internally-developed valuation

models. We do not have any assets or liabilities measured at fair value on a recurring basis that are level 3.

The carrying value and fair value of debt as of September 30, 2015 and December 31, 2014 were as follows:

(In millions) September 30, 2015

December 30, 2014

Carrying Fair Carrying Fair
Value Value Value Value
Revolving credit facility $ — $ — $145.0 $145.0
Term loan, including current portion 450.0 450.0 525.0 525.0
Senior Notes, net of underwriting commissions and price discounts 891.4 904.4 — —
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Fair Value Measurements (Continued)

The estimated fair value of our term loan and the current portion thereof is determined primarily using broker quotes, which are level 2 inputs.
The estimated fair value of our Senior Notes is determined by using quoted market prices of our debt securities, which are level 1 inputs.

Assets and liabilities measured at fair value on a recurring basis as of September 30, 2015 and December 31, 2014 were as follows:

(In millions) Fair Value
September 30, December 31,
2015 2014

Assets
Derivative financial instruments (level 2) $ 6.1 $ 5.6
Deferred compensation program assets (level 1) 3.0 3.3

Total assets $ 9.1 $ 8.9
Liabilities
Derivative financial instruments (level 2) $ 33 $ 5.4

Accumulated Other Comprehensive Loss

Total accumulated other comprehensive loss consists of net income and other changes in business equity from transactions and other events from
sources other than shareholders. It includes currency translation gains and losses, unrealized gains and losses from derivative instruments designated as
cash flow hedges, and defined benefit plan adjustments. The components of and changes in accumulated other comprehensive loss, net of tax, were

as follows:
Foreign Derivative Defined
Currency Hedging Benefit Plan
(In millions) Adjustments Losses Adjustments(a)
Balance at December 31, 2014 $ 310 $ (0.6) $ 37.1)
Amounts classified into accumulated other comprehensive
loss (29.0) 2.6 3.8)
Amounts reclassified from accumulated other
comprehensive loss — (1.5) 0.7)
Net current-period other comprehensive loss (29.0) 1.1 (4.5)
Balance at September 30, 2015 $ 2.0 $ 05 $ (41.6)

(@  See Note 11, “Defined Benefit Plans,” for further information on the adjustments related to defined benefit plans.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

10. Accumulated Other Comprehensive Loss (Continued)

The reclassifications out of accumulated other comprehensive loss for the nine and three months ended September 30, 2015 and 2014 were as
follows:

(In millions)
Affected Line Item in

Amount Reclassified from the Statement of
Details about Accumulated Other Comprehensive Accumulated Other Comprehensive Loss Comprehensive
Loss Components Nine Months Ended September 30, Income
2015 2014
Cumulative translation adjustments $ — $ 1.4
Gains on cash flow hedges
Foreign exchange contracts $ 3.3 $ 0.4 Cost of products sold
Commodity contracts (0.3) — Cost of products sold
3.0 0.4 Total before tax
(1.5) — Tax expense
$ 1.5 $ 0.4 Net of tax
Defined benefit plan items
Recognition of prior service credits $ 10.2 $ 24.1 (@)
Recognition of actuarial losses (2.8) (1.7) (a)
Recognition of prior service costs in
discontinued operations 0.2) — ®)
Recognition of actuarial losses in
discontinued operations (6.1) — ®)
1.1 22.4 Total before tax
0.4) (8.4) Tax expense
$ 0.7 $ 14.0 Net of tax
Total reclassifications for the period $ 2.2 $ 15.8 Net of tax

(@) These accumulated other comprehensive loss components are included in the computation of net periodic benefit cost. Refer to Note 11, “Defined
Benefit Plans,” for additional information.
(b)  These accumulated other comprehensive loss components are included in discontinued operations.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

10. Accumulated Other Comprehensive Loss (Continued)

(In millions)
Affected Line Item in
Amount Reclassified from the Statement of
Details about Accumulated Other Comprehensive Accumulated Other Comprehensive Loss Comprehensive
Loss Components Three Months Ended September 30, Income
2015 2014
Cumulative translation adjustments $ — $ 1.4
Gains (losses)_on cash flow hedges
Foreign exchange contracts $ 1.2 $ 0.2) Cost of products sold
Commodity contracts (0.2) — Cost of products sold
1.0 0.2) Total before tax
(0.5) 0.1 Tax expense
$ 0.5 $ (0.1) Net of tax
Defined benefit plan items
Recognition of prior service credits $ 3.2 $ 6.5 (@)
Recognition of actuarial losses (2.8) (1.1 (@)
Recognition of prior service costs in
discontinued operations 0.2) — (b)
Recognition of actuarial losses in
discontinued operations (6.1) — ®)
(5.9) 5.4 Total before tax
2.3 (2.0) Tax expense
$ (3.6) $ 34 Net of tax
Total reclassifications for the period $ 3.1 $ 4.7 Net of tax

(@ These accumulated other comprehensive loss components are included in the computation of net periodic benefit cost. Refer to Note 11, “Defined
Benefit Plans,” for additi