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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, 2014 and 2013
(In millions, except per share amounts)

(Unaudited)
 
   

Nine Months Ended
September 30,   

Three Months Ended
September 30,  

   2014   2013   2014   2013  
Net sales   $3,073.3   $2,847.9   $1,097.7   $1,045.0  

Cost of products sold    2,023.5    1,853.6    719.4    686.1  
Selling, general and administrative expenses    699.4    701.0    238.3    235.7  
Amortization of intangible assets    9.6    6.3    3.5    3.0  
Restructuring charges    3.2    1.9    0.1    1.4  
Asset impairment charge    —      21.2    —      21.2  

    
 

   
 

   
 

   
 

Operating income    337.6    263.9    136.4    97.6  
Interest expense    7.2    5.5    3.2    2.1  
Other expense (income), net    0.1    5.6    (0.3)   (0.5) 

    
 

   
 

   
 

   
 

Income from continuing operations before income taxes    330.3    252.8    133.5    96.0  
Income tax provision    105.2    84.7    44.9    31.9  

    
 

   
 

   
 

   
 

Income from continuing operations, net of tax    225.1    168.1    88.6    64.1  
(Loss) income from discontinued operations, net of tax    (111.2)   (1.8)   (109.5)   0.5  

    
 

   
 

   
 

   
 

Net income (loss)    113.9    166.3    (20.9)   64.6  
Less: Noncontrolling interests    0.9    0.8    0.2    0.4  

    
 

   
 

   
 

   
 

Net income (loss) attributable to Home & Security   $ 113.0   $ 165.5   $ (21.1)  $ 64.2  
    

 

   

 

   

 

   

 

Earnings per common share      

Basic      
Continuing operations   $ 1.38   $ 1.01   $ 0.56   $ 0.38  
Discontinued operations    (0.69)   (0.01)   (0.69)   0.01  

    
 

   
 

   
 

   
 

Net income (loss) attributable to Home & Security common shareholders   $ 0.69   $ 1.00   $ (0.13)  $ 0.39  

Diluted      
Continuing operations   $ 1.34   $ 0.98   $ 0.54   $ 0.37  
Discontinued operations    (0.67)   (0.01)   (0.67)   —    

    
 

   
 

   
 

   
 

Net income (loss) attributable to Home & Security common shareholders   $ 0.67   $ 0.97   $ (0.13)  $ 0.37  

Comprehensive income (loss)   $ 95.7   $ 187.5   $ (31.2)  $ 64.3  

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,
2014   

December 31,
2013  

Assets    
Current assets    

Cash and cash equivalents   $ 175.1   $ 241.4  
Accounts receivable, net    534.5    445.4  
Inventories    520.9    456.9  
Other current assets    132.4    127.8  
Current assets of discontinued operations    —      55.9  

    
 

   
 

Total current assets    1,362.9    1,327.4  
Property, plant and equipment, net of accumulated depreciation    533.3    496.0  
Goodwill    1,455.6    1,433.8  
Other intangible assets, net of accumulated amortization    665.9    630.0  
Other assets    63.5    42.7  
Non-current assets of discontinued operations    —      248.2  

    
 

   
 

Total assets   $ 4,081.2   $ 4,178.1  
    

 

   

 

Liabilities and equity    
Current liabilities    

Notes payable to banks   $ 3.5   $ 6.0  
Current portion of long-term debt    26.2    —    
Accounts payable    341.4    329.8  
Other current liabilities    339.1    361.4  
Current liabilities of discontinued operations    —      41.5  

    
 

   
 

Total current liabilities    710.2    738.7  
Long-term debt    653.8    350.0  
Deferred income taxes    198.2    198.9  
Other non-current liabilities    178.4    183.1  
Non-current liabilities of discontinued operations    —      54.3  

    
 

   
 

Total liabilities   $ 1,740.6   $ 1,525.0  
    

 
   

 

Commitments and contingencies (see Note 19)    
Equity    

Home & Security stockholders’ equity    
Common stock(a)    1.7    1.7  
Paid-in capital    2,501.7    2,431.3  
Accumulated other comprehensive income    77.3    95.4  
Retained earnings    256.5    200.8  
Treasury stock    (500.0)   (79.8) 

    
 

   
 

Total Home & Security stockholders’ equity    2,337.2    2,649.4  
Noncontrolling interests    3.4    3.7  

    
 

   
 

Total equity    2,340.6    2,653.1  
    

 
   

 

Total liabilities and equity   $ 4,081.2   $ 4,178.1  
    

 

   

 

 
(a) Common stock, par value $0.01 per share; 171.3 million shares and 169.1 million shares issued at September 30, 2014 and December 31, 2013,

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, 2014 and 2013
(In millions)
(Unaudited)

 
   2014   2013  
Operating activities    

Net income   $ 113.9   $ 166.3  
Non-cash pre-tax expense:    

Depreciation    60.9    57.1  
Amortization    12.3    9.1  
Stock-based compensation    23.9    19.8  
Recognition of actuarial losses    1.7    5.6  
Asset impairment charges    —      27.4  
Loss on sale of discontinued operation    83.2    —    
Loss on sale of property, plant and equipment    0.5    0.8  
Restructuring charges    0.4    —    
Deferred income taxes    5.6    (0.9) 

Changes in assets and liabilities:    
Increase in accounts receivable    (77.6)   (97.4) 
Increase in inventories    (34.5)   (79.9) 
(Decrease) increase in accounts payable    (3.6)   40.8  
(Increase) decrease in other assets    (15.1)   26.2  
Decrease in accrued expenses and other liabilities    (104.5)   (19.9) 
Increase in accrued taxes    43.1    11.2  

    
 

   
 

Net cash provided by operating activities    110.2    166.2  
    

 
   

 

Investing activities    
Capital expenditures    (82.3)   (55.2) 
Proceeds from the disposition of assets    0.2    2.1  
Proceeds from sale of discontinued operation    130.0    —    
Cost of acquisitions, net of cash    (118.5)   (302.0) 
Other investing activities    (7.0)   (0.2) 

    
 

   
 

Net cash used in investing activities    (77.6)   (355.3) 
    

 
   

 

Financing activities    
Increase in short-term debt, net    (2.7)   0.9  
Issuance of long-term debt    835.0    220.0  
Repayment of long-term debt    (505.0)   (190.0) 
Proceeds from the exercise of stock options    23.1    41.3  
Treasury stock purchases    (411.4)   (43.1) 
Excess tax benefit from the exercise of stock-based compensation    24.4    16.5  
Dividends to stockholders(a)    (58.5)   (33.2) 
Other financing, net    (2.2)   (2.6) 

    
 

   
 

Net cash (used in) provided by financing activities    (97.3)   9.8  
    

 
   

 

Effect of foreign exchange rate changes on cash    (1.6)   0.3  
    

 
   

 

Net decrease in cash and cash equivalents   $ (66.3)  $(179.0) 
    

 

   

 

Cash and cash equivalents at beginning of period   $ 241.4   $ 336.0  
Cash and cash equivalents at end of period   $ 175.1   $ 157.0  
 
(a) Excludes dividends declared but not paid of $19.0 million as of September 30, 2014

See notes to condensed consolidated financial statements.
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FORTUNE BRANDS HOME & SECURITY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

For the Nine Months Ended September 30, 2014 and 2013
(In millions)
(Unaudited)

 

   
Common

Stock    
Paid-In
Capital   

Accumulated
Other

Comprehensive
Income   

Retained
Earnings  

Treasury
Stock   

Non-
controlling
Interests   

Total
Equity  

Balance at December 31, 2012   $ 1.6    $2,324.8   $ 30.6   $ 41.0   $ (16.9)  $ 3.6   $2,384.7  
Comprehensive income:          

Net income    —       —      —      165.5    —      0.8    166.3  
Other comprehensive income    —       —      21.0    —      —      0.2    21.2  

Stock options exercised    0.1     41.3    —      —      —      —      41.4  
Stock-based compensation    —       20.1    —      —      (6.2)   —      13.9  
Tax benefit on exercise of stock options(a)    —       20.1    —      —      —      —      20.1  
Treasury stock purchase    —       —      —      —      (42.7)   —      (42.7) 
Dividends ($0.30 per Common share)    —       —      —      (49.8)   —      —      (49.8) 
Dividends paid to noncontrolling interests    —       —      —      —      —      (1.1)   (1.1) 

    
 

    
 

   
 

   
 

   
 

   
 

   
 

Balance at September 30, 2013   $ 1.7    $2,406.3   $ 51.6   $156.7   $ (65.8)  $ 3.5   $2,554.0  
    

 

    

 

   

 

   

 

   

 

   

 

   

 

Balance at December 31, 2013   $ 1.7    $2,431.3   $ 95.4   $200.8   $ (79.8)  $ 3.7   $2,653.1  
Comprehensive income:          

Net income    —       —      —      113.0    —      0.9    113.9  
Other comprehensive income    —       —      (18.1)   —      —      (0.1)   (18.2) 

Stock options exercised    —       23.1    —      —      —      —      23.1  
Stock-based compensation    —       23.8    —      —      (8.8)   —      15.0  
Tax benefit on exercise of stock options    —       24.7    —      —      —      —      24.7  
Tax-related adjustments    —       (1.2)   —      —      —      —      (1.2) 
Treasury stock purchase    —       —      —      —      (411.4)   —      (411.4) 
Dividends ($0.36 per Common share)    —       —      —      (57.3)   —      —      (57.3) 
Dividends paid to noncontrolling interests    —       —      —      —      —      (1.1)   (1.1) 

    
 

    
 

   
 

   
 

   
 

   
 

   
 

Balance at September 30, 2014   $ 1.7    $2,501.7   $ 77.3   $256.5   $(500.0)  $ 3.4   $2,340.6  
    

 

    

 

   

 

   

 

   

 

   

 

   

 

 
(a) Included $4.1 million of adjustments related to previously vested and unvested Restricted Stock Units.

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

 
1. Basis of Presentation and Principles of Consolidation

References to “Home & Security,” “the Company,” “we,” “our” and “us” refer to Fortune Brands Home & Security, Inc. and its consolidated
subsidiaries as a whole, unless the context otherwise requires.

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, security applications and storage.

The condensed consolidated balance sheet as of September 30, 2014, the related condensed consolidated statements of comprehensive income for
the nine-month and three-month periods ended September 30, 2014 and 2013 and the related condensed consolidated statements of cash flows and
equity for the nine-month periods ended September 30, 2014 and 2013 are unaudited. In the opinion of management, all adjustments considered
necessary for a fair presentation of the results of operations for the interim periods have been included and are of a normal, recurring nature. 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 year-end 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, 2013.

In accordance with Accounting Standards Codification (“ASC”) requirements and in connection with the sale of 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 reclassified 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 and 2013. The assets and liabilities of Simonton were reclassified as a discontinued
operation in the accompanying condensed consolidated balance sheet as of December 31, 2013. The cash flows from discontinued operations for the
nine months ending September 30, 2014 and 2013 were not separately classified on the accompanying condensed consolidated statements of cash
flows. Information on Business Segments was revised to exclude this discontinued operation.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
2. Recently Issued Accounting Standards

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

In August 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“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, 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. The amendment is effective for
annual reporting periods beginning after December 15, 2016 (calendar year 2017 for Home & Security). We are assessing the impact the adoption of
this standard will have on our financial statements.

Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity

In April 2014, the FASB issued ASU 2014-08, “Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity.”
This ASU changes the definition of discontinued operations and requires expanded disclosures. The amendment is effective for annual periods
beginning on or after December 15, 2014 (calendar year 2015 for Home & Security). We do not expect this standard to have a material effect on our
financial statements.

 
3. Discontinued Operation

In August 2014, the Company decided to sell its Simonton window business in order to prioritize management and financial resources on its
remaining higher margin businesses and better position them for growth in future periods. As a result of the decision, in August 2014, the Company
entered into a stock purchase agreement to sell Simonton for $130 million in cash. The sale was completed in September 2014. Simonton is presented
as a discontinued operation in the Company’s financial statements beginning in the third quarter of 2014 in accordance with ASC requirements.
Simonton was previously reported in the Advanced Material Windows & Door Systems segment, which has been renamed the Doors segment.

The condensed consolidated statements of comprehensive income and condensed consolidated balance sheets for all prior periods have been
adjusted to reflect the presentation of Simonton as a discontinued operation.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
3. Discontinued Operation (Continued)
 

The following table summarizes the results of the discontinued operations for the nine and three months ended September 30, 2014 and 2013.
 

   
Nine Months Ended

September 30,   
Three Months Ended

September 30,  
(in millions)   2014   2013   2014   2013  
Net sales   $ 218.3   $207.6   $ 85.5   $ 80.1  
(Loss) income from discontinued operations before income taxes   $ (85.6)  $ (2.1)  $ (83.3)  $ 1.0  
Income taxes    25.6    (0.3)   26.2    0.5  

    
 

   
 

   
 

   
 

(Loss) income from discontinued operations, net tax   $(111.2)  $ (1.8)  $ (109.5)  $ 0.5  

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 major classes of assets and liabilities of Simonton, which are now reflected as a discontinued operation on
the consolidated balance sheet at December 31, 2013:

 
(in millions)   

December 31,
2013  

Accounts receivable, net   $ 31.7  
Inventories    14.7  
Other current assets    9.5  

    
 

Total current assets    55.9  
Property, plant and equipment, net    38.4  
Goodwill    86.1  
Identifiable intangibles, net    122.9  
Other assets    0.8  

    
 

Total assets   $ 304.1  
    

 

Accounts payable   $ 14.0  
Other current liabilities    27.5  

    
 

Total current liabilities    41.5  
Other liabilities    54.3  

    
 

Total liabilities   $ 95.8  
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
4. Acquisitions

In July 2014, the Company acquired John D. Brush & Co., Inc. (“SentrySafe”) for a purchase price of $118.5 million in cash, subject to certain
post-closing adjustments. The purchase price was funded from existing credit facilities. This acquisition broadens our product offering of security
products. A preliminary allocation of the purchase price has been reflected in these 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. The
acquisition was not material for the purposes of supplemental disclosure and did not have a material impact on our consolidated financial statements.
Net sales in the two months ended September 30, 2014 were approximately $25 million.

In June 2013, the Company acquired Woodcrafters Home Products Holding, LLC (“WoodCrafters”), a manufacturer of bathroom vanities and
tops, for a purchase price of $302 million. We paid the purchase price using a combination of cash on hand and borrowings under our existing credit
facilities. This acquisition greatly expanded our offerings of bathroom cabinetry products. Net sales and operating income of WoodCrafters in the first
six months of 2014 were approximately $100 million and $12 million, respectively.

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

 
(In millions)  
Accounts receivable   $ 41.4  
Inventories    25.7  
Property, plant and equipment    29.6  
Goodwill    143.4  
Identifiable intangible assets    89.4  
Other assets    7.3  

    
 

Total assets    336.8  
Other liabilities and accruals    34.8  

    
 

Net assets acquired   $302.0  

Goodwill primarily represents expected supply chain synergies. Identifiable intangible assets primarily consisted of customer relationships ($75.9
million) and technology ($9.6 million). The useful lives of these identifiable intangible assets are 18 years and 10 years, respectively.
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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 WoodCrafters had been acquired on January 1,
2012. The unaudited pro forma financial information is based on historical results of operations and financial position of the Company and
WoodCrafters. In accordance with ASC requirements, the results of operations related to the sale of Simonton were reclassified and not included the
summary below. The pro forma results include adjustments for the impact of a preliminary allocation of the purchase price and interest expense
associated with debt that would have been incurred in connection with the acquisition. The unaudited pro forma financial information does not
necessarily represent the results that would have occurred had the acquisition occurred on January 1, 2012. In addition, the unaudited pro forma
information should not be deemed to be indicative of future results.

 

(In millions, except per share amounts)   

Nine Months Ended
September 30,

2013  
Net sales   $ 2,955.3  
Income from continuing operations    176.9  
Basic earnings per common share   $ 1.07  
Diluted earnings per common share   $ 1.03  

 
5. Balance Sheet Information

Supplemental information on our balance sheets is as follows:
 

(In millions)   
September 30,

2014    
December 31,

2013  
Inventories:     

Raw materials and supplies   $ 190.1    $ 171.9  
Work in process    56.8     52.5  
Finished products    274.0     232.5  

    
 

    
 

Total inventories   $ 520.9    $ 456.9  

Property, plant and equipment, gross   $ 1,511.9    $ 1,463.1  
Less: accumulated depreciation    978.6     967.1  

    
 

    
 

Property, plant and equipment, net   $ 533.3    $ 496.0  
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
6. Goodwill and Identifiable Intangible Assets

We had goodwill of $1,455.6 million and $1,433.8 million as of September 30, 2014 and December 31, 2013, respectively. The increase of $21.8
million was primarily due to the acquisition of SentrySafe. The change in the net carrying amount of goodwill by segment was as follows:

 
(In millions)   Cabinets  Plumbing   Doors    

Security &
Storage   

Total
Goodwill  

Goodwill at December 31, 2013 (a)   $631.7   $ 569.7    $143.0    $ 89.4   $1,433.8  
Year-to-date translation adjustments    (0.5)   —       —       (0.4)   (0.9) 
Acquisition-related adjustments    0.7    —       —       22.0    22.7  

    
 

   
 

    
 

    
 

   
 

Goodwill at September 30, 2014 (a)   $631.9   $ 569.7    $143.0    $ 111.0   $1,455.6  
 
 

(a) Net of accumulated impairment losses of $489.6 million ($399.5 million in the Doors segment and $90.1 million in the Security &
Storage segment).

We also had identifiable intangible assets, principally tradenames, of $665.9 million and $630.0 million as of September 30, 2014 and
December 31, 2013, respectively. The $45.4 million increase in gross amortizable identifiable intangible assets was predominantly due to the
acquisition of SentrySafe.

The gross carrying value and accumulated amortization by class of intangible assets as of September 30, 2014 and December 31, 2013 were as
follows:

 
   As of September 30, 2014    As of December 31, 2013  
   Gross       Net    Gross       Net  
   Carrying   Accumulated  Book    Carrying   Accumulated  Book  
(In millions)   Amounts   Amortization  Value    Amounts   Amortization  Value  
Indefinite-lived tradenames   $ 547.2    $ (42.0)(a)  $505.2    $ 538.8    $ (42.0)(a)  $496.8  
Amortizable intangible assets           

Tradenames    17.0     (7.7)   9.3     17.2     (7.2)   10.0  
Customer and contractual relationships    296.4     (163.1)   133.3     260.2     (156.5)   103.7  
Patents/proprietary technology    58.2     (40.1)   18.1     57.2     (37.7)   19.5  

    
 

    
 

   
 

    
 

    
 

   
 

Total    371.6     (210.9)   160.7     334.6     (201.4)   133.2  
    

 
    

 
   

 
    

 
    

 
   

 

Total identifiable intangibles   $ 918.8    $ (252.9)  $665.9    $ 873.4    $ (243.4)  $630.0  
 
 (a) Accumulated amortization prior to the adoption of revised ASC requirements for Intangibles – Goodwill and Other Assets.

Amortizable identifiable intangible assets, principally tradenames and customer relationships, are subject to amortization over their estimated
useful life, 5 to 30 years, based on the assessment of a number of factors that may impact useful life. These factors include historical and tradename
performance with respect to consumer name recognition, geographic market presence, market share, plans for ongoing tradename support and
promotion, and other relevant factors.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
7. Asset Impairment Charges

No asset impairment charges occurred in the nine months ended September 30, 2014. At the end of the third quarter of 2013, our Cabinets
segment completed an evaluation of its information technology strategy. The evaluation considered opportunities arising from the improving U.S. home
market conditions. As a result of this evaluation, the segment abandoned certain software developed for internal use in order to redirect financial
resources toward developing more flexible systems that provide industry leading content for consumers and more advanced tools for designers to
deliver a superior purchasing experience for our customers. The abandonment of this internal use software resulted in a pre-tax impairment charge of
$21.2 million, which was recorded in operating income and reduced property, plant and equipment.

The events and/or circumstances that could have a potential negative effect on the estimated fair value of our reporting units and indefinite-lived
tradenames include: actual new construction and repair and remodel growth rates that lag our assumptions, actions of key customers, volatility of
discount rates, continued economic uncertainty, higher levels of unemployment, weak consumer confidence, and lower levels of discretionary
consumer spending. In addition, future decisions we could make with regard to acquisitions and divestitures could trigger a requirement to measure
certain assets as held for sale with the resulting change in measurement standard potentially triggering impairments. While our cash flow projections
used to assess impairment of our goodwill and other intangible assets held for use are influenced by a number of variables, they are most significantly
influenced by our projection for the continued recovery of the U.S. home products markets in the next three years and our ability to execute on various
planned cost reduction initiatives supporting operating income improvements forecasted to occur over the next three years. We evaluate our projection
of the U.S. home products market periodically and in connection with our annual operating plans finalized in the fourth quarter of each year. The U.S.
home products market is highly dependent on U.S. new home construction and the rate of spending on repair and remodel activities. Our projection for
the U.S. home products markets is inherently subject to a number of uncertain factors, such as employment, home prices, credit availability, and the rate
of home foreclosures. Significant changes in these and other factors could cause us to change our cash flow projections in future periods which could
trigger impairment of goodwill or indefinite-lived intangible assets in the period in which such changes occur.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
8. External Debt and Financing Arrangements

In August 2014, the Company amended its credit agreement to increase total lending commitments from $1 billion to $1.5 billion. All other terms
and conditions of the credit agreement remain essentially the same. As a result of the refinancing, there was no write-off of prepaid debt issuance costs.
We have a $975 million committed revolving credit facility, as well as a $525 million term loan, both of which expire in July 2018. Both facilities can
be used for general corporate purposes. On September 30, 2014 and December 31, 2013, our outstanding borrowings under these facilities were $680.0
million and $350.0 million, respectively. The interest rates under 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,
2014, the Company’s borrowing rate will range from LIBOR + 1.0% to LIBOR + 2.0%. As of September 30, 2014, we were in compliance with all
covenants under these facilities.

At September 30, 2014 and December 31, 2013, there were $3.5 million and $6.0 million of external short-term borrowings outstanding,
respectively, comprised of notes payable to banks that are used for general corporate purposes. The September 30, 2014 amount pertained to
uncommitted bank lines of credit in China. The December 31, 2013 amount also includes a bank line of credit in India, which was repaid and
terminated in 2014. These bank lines of credit provide for unsecured borrowings for working capital of up to $15.7 million and $22.7 million, as of
September 30, 2014 and December 31, 2013, respectively. The weighted-average interest rates on these borrowings were 8.2% and 12.4% in the nine-
month periods ended September 30, 2014 and 2013, respectively. The weighted-average interest rates on these borrowings were 12.2% and 12.5% in
the three-month periods ended September 30, 2014 and 2013, respectively.

As of September 30, 2014, JPMorgan Chase & Co. and its wholly owned subsidiaries (“JPM”) owned approximately 12% of the Company’s
common stock. JPMorgan Chase Bank, N.A., a subsidiary of JPM, was a lender of $56.4 million of our total debt under our credit facilities and held
$0.4 million of our cash balances. In addition, JPMorgan Investment Management, Inc., another subsidiary of JPM, manages pension assets in the
Company’s Master Retirement Trust, which totaled $24.4 million as of September 30, 2014. JPMorgan Chase & Co. does not participate in
management of the Company nor do any of its employees sit on our Board of Directors.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
9. 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 Chinese yuan and the Mexican peso. The gross U.S. dollar
equivalent notional amount of all foreign currency derivative hedges outstanding at September 30, 2014 was $274.6 million, representing a net
settlement asset of $1.0 million. Based on foreign exchange rates as of September 30, 2014, we estimate that $0.8 million of net foreign currency
derivative gains included in other comprehensive income as of September 30, 2014 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, 2014 and December 31, 2013 were:
 

      Fair Value  

(In millions)   Location   
September 30,

2014    
December 31,

2013  
Assets     
Foreign exchange contracts   Other current assets   $ 2.1    $ 2.1  
Net investment hedges   Other current assets    0.3     0.6  

      
 

    
 

          Total assets   $ 2.4    $ 2.7  
Liabilities     
Foreign exchange contracts   Other current liabilities   $ 1.4    $ 0.3  
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
9. Financial Instruments (Continued)
 

The effects of derivative financial instruments on the statements of comprehensive income for the nine and three months ended September 30,
2014 and 2013 were:

 
(In millions)      Gain Recognized in Income  
      Nine Months Ended September 30,  
Type of hedge   Location   2014    2013  
Cash flow   Cost of products sold   $ 0.4    $ 2.3  
Fair value   Other income, net    1.6     1.3  

      
 

    
 

Total     $ 2.0    $ 3.6  
 

(In millions)      Gain Recognized in Income  
      Three Months Ended September 30,  
Type of hedge   Location   2014   2013  
Cash flow   Cost of products sold   $ (0.2)  $ 0.9  
Fair value   Other income, net    0.8    1.3  

      
 

   
 

Total     $ 0.6   $ 2.2  

The effective portion of cash flow hedges recognized in other comprehensive income were net (losses) gains of $(0.1) million and $3.3 million in
the nine months ended September 30, 2014 and 2013, respectively. The effective portion of cash flow hedges recognized in other comprehensive
income were net gains of $2.8 million and $1.0 million in the three months ended September 30, 2014 and 2013, respectively. In the nine and three
months ended September 30, 2014 and 2013, the ineffective portion of cash flow hedges recognized in other expense (income), net, was insignificant.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
10. Fair Value Measurements

Assets and liabilities measured at fair value on a recurring basis as of September 30, 2014 and December 31, 2013 were as follows:
 

   Fair Value  

(In millions)   
September 30,

2014    
December 31,

2013  
Assets     
Derivative financial instruments (level 2)   $ 2.4    $ 2.7  
Deferred compensation program assets (level 1)    3.2     3.5  

    
 

    
 

Total assets   $ 5.6    $ 6.2  
Liabilities     
Derivative financial instruments (level 2)   $ 1.4    $ 0.3  

The principal derivative financial instruments we enter into on a routine basis are foreign exchange contracts. In addition, from time to time, we
enter into commodity swaps. Derivative financial instruments are recorded at fair value.

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 of the Company’s long-term debt as of September 30, 2014 and December 31, 2013 of $680.0 million and $350.0 million,
respectively, approximated fair value. The fair value of the Company’s long-term debt was determined primarily by using broker quotes, which are
Level 2 inputs.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
11. Defined Benefit Plans

The components of net periodic benefit cost (income) for pension and postretirement benefits for the nine and three months ended September 30,
2014 and 2013 were as follows:

 
   Nine Months Ended September 30,  
   Pension Benefits   Postretirement Benefits  
(In millions)   2014   2013   2014   2013  
Service cost   $ 7.8   $ 8.6   $ —     $  0.3  
Interest cost    24.7    22.5    0.5    1.3  
Expected return on plan assets    (31.7)   (31.3)   —      —    
Recognition of prior service costs (credits)    0.1    0.1    (24.2)   (21.5) 
Recognition of actuarial losses    1.1    0.8    0.6    4.8  
Curtailment and settlement losses    —      0.1    —      0.1  

    
 

   
 

   
 

   
 

Net periodic benefit cost (income)   $ 2.0   $ 0.8   $(23.1)   $ (15.0)  
 

   Three Months Ended September 30,  
   Pension Benefits   Postretirement Benefits  
(In millions)   2014   2013   2014   2013  
Service cost   $ 2.4   $  2.3   $ —     $ 0.1  
Interest cost    8.5    7.5    0.1    0.3  
Expected return on plan assets    (10.6)   (10.5)   —      —    
Recognition of prior service costs (credits)    —      —      (6.5)   (5.7) 
Recognition of actuarial losses (gains)    1.1    0.7    —      (0.5) 
Curtailment and settlement losses    —      0.1    —      0.1  

    
 

   
 

   
 

   
 

Net periodic benefit cost (income)   $ 1.4   $ 0.1   $ (6.4)  $ (5.7) 

In the third quarter of 2014, the Company made qualified pension plan contributions of approximately $2 million. In the remainder of 2014, we
do not expect to make additional qualified pension plan contributions.

In the first quarter of 2014, we communicated our decision to amend certain postretirement benefits to reduce health benefits for certain current
and retired employees. The impact of these changes was a reduction in accrued retiree benefit plan liabilities of $15.3 million and we recorded actuarial
losses of $0.6 million and prior service credits of $3.5 million. In the first half of 2013, we communicated our decision to amend certain postretirement
benefit plans to reduce health benefits for certain current and retired employees. The impact of these changes was a reduction in accrued retiree benefits
of $34.8 million in the first nine months of 2013 and we recognized actuarial losses of $4.8 million in the first nine months of 2013 due to a decrease in
the discount rate and a resulting lower threshold for loss recognition because of the reduced postretirement obligation. Liability reductions from these
plan amendments are recorded as amortization of prior service cost in net income in accordance with accounting requirements. See Note 18,
“Accumulated Other Comprehensive Income,” for information on the impact on accumulated other comprehensive income.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
12. Income Taxes

The effective income tax rates for the nine months ended September 30, 2014 and 2013 were 31.8% and 33.5%, respectively. The effective
income tax rate for 2014 was favorably impacted by the release of valuation allowances related to state net operating loss carryforwards and by the tax
benefit associated with the anticipated year-over-year increase of the Domestic Production Activity (Internal Revenue Code Section 199) deduction.
The effective income tax rate for 2013 was unfavorably impacted by an increase in the valuation allowance related to an investment impairment charge
for which we could not record an income tax benefit and favorably impacted by the tax benefits associated with the extension of the U.S. research and
development credit under The American Taxpayer Relief Act of 2012.

The effective income tax rates for the three months ended September 30, 2014 and 2013 were 33.6% and 33.2%, respectively.

It is reasonably possible that, within the next 12 months, total unrecognized tax benefits may decrease in the range of $2 million to $6 million,
primarily as a result of the conclusion of pending U.S. federal, state and foreign income tax proceedings.

 
13. Product Warranties

We generally record warranty expense at the time of sale. We offer our customers various warranty terms based on the type of product that is
sold. Warranty expense is determined based on historic claim experience and the nature of the product category. The following table summarizes
activity related to our product warranty liability for the nine months ended September 30, 2014 and 2013, respectively.

 
   

Nine Months Ended
September 30,  

(In millions)   2014   2013  
Reserve balance at January 1,   $ 10.4   $ 9.5  
Provision for warranties issued    17.1    13.5  
Settlements made (in cash or in kind)    (16.4)   (13.0) 

    
 

   
 

Reserve balance at September 30,   $ 11.1   $ 10.0  
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
14. Information on Business Segments

In August 2014, the Company entered into a stock purchase agreement to sell Simonton for $130 million in cash. The sale was completed in
September 2014. Historical information on business segments now excludes Simonton, which is presented as a discontinued operation in the
consolidated financial statements of the Company. Simonton was previously reported in the Advanced Material Windows & Door Systems segment,
which has been renamed the Doors segment. Refer to Note 3, “Discontinued Operation,” for additional information.

Net sales and operating income for the nine months ended September 30, 2014 and 2013 by segment were as follows:
 

   Nine Months Ended September 30,  

(In millions)   2014   2013   
% Change

vs. Prior Year 
Net Sales     
Cabinets   $1,331.4   $1,186.3    12.2% 
Plumbing    995.9    969.6    2.7  
Doors    304.5    274.1    11.1  
Security & Storage    441.5    417.9    5.6  

    
 

   
 

 

Net sales   $3,073.3   $2,847.9    7.9% 
Operating Income     
Cabinets   $ 102.5   $ 63.8    60.7% 
Plumbing    202.6    176.2    15.0  
Doors    21.7    12.0    80.8  
Security & Storage    56.7    68.1    (16.7) 
Less: Corporate expenses    (45.9)   (56.2)   18.3  

    
 

   
 

 

Operating income   $ 337.6   $ 263.9    27.9% 
Corporate expenses     
General and administrative expense   $ (50.7)  $ (58.2)  
Defined benefit plan costs    4.8    2.0   

    
 

   
 

 

Total Corporate expenses   $ (45.9)  $ (56.2)   18.3% 
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
14. Information on Business Segments (Continued)
 

Net sales and operating income for the three months ended September 30, 2014 and 2013 by segment were as follows:
 

   Three Months Ended September 30,  

(In millions)   2014   2013   
% Change

vs. Prior Year 
Net Sales     
Cabinets   $ 452.6   $ 448.6    0.9% 
Plumbing    345.9    338.1    2.3  
Doors    114.4    100.9    13.4  
Security & Storage    184.8    157.4    17.4  

    
 

   
 

 

Net sales   $1,097.7   $1,045.0    5.0% 
Operating Income     
Cabinets   $ 36.5   $ 14.1    158.9% 
Plumbing    75.8    65.9    15.0  
Doors    12.1    7.5    61.3  
Security & Storage    27.1    29.5    (8.1) 
Less: Corporate expenses    (15.1)   (19.4)   22.2  

    
 

   
 

 

Operating income   $ 136.4   $ 97.6    39.8% 
Corporate expenses     
General and administrative expense   $ (15.9)  $ (21.9)  
Defined benefit plan costs    0.8    2.5   

    
 

   
 

 

Total Corporate expenses   $ (15.1)  $ (19.4)   22.2% 

 
15. Other Expense (Income), Net

The components of other expense (income), net, were as follows:
 

   
Nine Months Ended

September 30,   
Three Months Ended

September 30,  
(In millions)   2014    2013   2014   2013  
Asset impairment charge   $ —      $ 6.2   $ —     $ —    
Other    0.1     (0.6)   (0.3)   (0.5) 

    
 

    
 

   
 

   
 

Total other expense (income), net   $ 0.1    $ 5.6   $ (0.3)  $ (0.5) 

In the second quarter of 2013, we recorded a $6.2 million impairment charge pertaining to a cost method investment due to an other-than-
temporary decline in the fair value of the investment. As a result of the impairment, the carrying value of the investment was reduced to zero and the
Company is not subject to further impairment or funding obligations with regard to this investment.

 
20



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

 
16. Restructuring and Other Charges

Pre-tax restructuring and other charges for the nine and three months ended September 30, 2014 and 2013 are shown below.
 

   Nine Months Ended September 30, 2014  

(In millions)   
Restructuring

Charges   
Other

Charges (a)  
Total

Charges 
Cabinets   $ 0.3   $ —     $ 0.3  
Plumbing    (1.2)   (0.1)   (1.3) 
Security & Storage    2.5    0.2    2.7  
Corporate    1.6    —      1.6  

    
 

   
 

   
 

Total   $ 3.2   $ 0.1   $ 3.3  

   Nine Months Ended September 30, 2013  

   
Restructuring

Charges   
Other

Charges (a)  
Total

Charges 
Cabinets   $ 1.9   $ 0.1   $ 2.0  

   Three Months Ended September 30, 2014  

   
Restructuring

Charges   
Other

Charges (a)  
Total

Charges 
Plumbing   $ (0.3)  $ 0.5   $ 0.2  
Security & Storage    0.4    0.1    0.5  

    
 

   
 

   
 

Total   $ 0.1   $ 0.6   $ 0.7  

   Three Months Ended September 30, 2013  

   
Restructuring

Charges   
Other

Charges (a)  
Total

Charges 
Cabinets   $ 1.4   $ 0.1   $ 1.5  

 

 

(a) “Other Charges,” which were recorded in cost of products sold or selling, general and administrative expenses, represent charges or
gains directly related to restructuring initiatives that cannot be reported as restructuring under U.S. GAAP. Such charges or gains may
include losses on disposal of inventories, trade receivables, allowances from exiting product lines, accelerated depreciation resulting
from the closure of facilities and gains or losses on the sale of previously closed facilities.

Restructuring and other charges in the first nine months of 2014 primarily resulted from product line rationalization in the storage product line
within our Security & Storage segment and severance charges in Corporate and the security product line within our Security & Storage segment,
partially offset by a benefit from release of a foreign currency gain associated with the dissolution of a foreign entity in the Plumbing segment. The
Company’s restructuring liability was not material as of September 30, 2014 and December 31, 2013.
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
17. Earnings Per Share

The computations of earnings per common share (“EPS”) were as follows:
 
   

Nine Months Ended
September 30,   

Three Months Ended
September 30,  

(In millions, except per share data)   2014   2013   2014   2013  
Income from continuing operations, net of tax   $ 225.1   $168.1   $ 88.6   $ 64.1  

Less: Noncontrolling interests    0.9    0.8    0.2    0.4  
    

 
   

 
   

 
   

 

Income from continuing operations for EPS    224.2    167.3    88.4    63.7  
(Loss) income from discontinued operations    (111.2)   (1.8)   (109.5)   0.5  

    
 

   
 

   
 

   
 

Net income (loss) attributable to Home & Security   $ 113.0   $165.5   $ (21.1)  $ 64.2  

Earnings per common share      
Basic      

Continuing operations   $ 1.38   $ 1.01   $ 0.56   $ 0.38  
Discontinued operations    (0.69)   (0.01)   (0.69)   0.01  

    
 

   
 

   
 

   
 

Net income (loss) attributable to Home & Security common stockholders   $ 0.69   $ 1.00   $ (0.13)  $ 0.39  
Diluted      

Continuing operations   $ 1.34   $ 0.98   $ 0.54   $ 0.37  
Discontinued operations    (0.67)   (0.01)   (0.67)   —    

    
 

   
 

   
 

   
 

Net income (loss) attributable to Home & Security common stockholders   $ 0.67   $ 0.97   $ (0.13)  $ 0.37  

Basic average shares outstanding    163.0    165.2    158.7    166.0  
Stock-based awards    4.7    5.9    4.5    5.6  

    
 

   
 

   
 

   
 

Diluted average shares outstanding    167.7    171.1    163.2    171.6  

Antidilutive stock-based awards excluded from weighted-average number of shares outstanding for
diluted earnings per share    0.5    0.8    0.6    0.7  
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FORTUNE BRANDS HOME & SECURITY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

 
18. Accumulated Other Comprehensive Income

Total accumulated other comprehensive income 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 income,
net of tax, for the nine months ended September 30, 2014 and 2013 were as follows:

 

(In millions)   

Foreign
Currency

Adjustments  

Derivative
Hedging

Gains   

Defined
Benefit Plan
Adjustments  

Accumulated
Other

Comprehensive
Income  

Balance at December 31, 2013   $ 53.3   $ 0.9   $ 41.2   $ 95.4  
Amounts classified into accumulated other comprehensive

income    (7.4)   0.1    5.0(a)   (2.3) 
Amounts reclassified from accumulated other comprehensive

income    (1.4)   (0.4)   (14.0)   (15.8) 
    

 
   

 
   

 
   

 

Net current period other comprehensive income    (8.8)   (0.3)   (9.0)   (18.1) 
    

 
   

 
   

 
   

 

Balance at September 30, 2014   $ 44.5   $ 0.6   $ 32.2   $ 77.3  

(In millions)   

Foreign
Currency

Adjustments  

Derivative
Hedging

Gains   

Defined
Benefit Plan
Adjustments  

Accumulated
Other

Comprehensive
Income  

Balance at December 31, 2012   $ 63.5   $ 0.2   $ (33.1)  $ 30.6  
Amounts classified into accumulated other comprehensive

income    (3.9)   2.0    33.7(a)   31.8  
Amounts reclassified from accumulated other comprehensive

income    —      (1.4)   (9.4)   (10.8) 
    

 
   

 
   

 
   

 

Net current period other comprehensive income    (3.9)   0.6    24.3    21.0  
    

 
   

 
   

 
   

 

Balance at September 30, 2013   $ 59.6   $ 0.8   $ (8.8)  $ 51.6  
 
 (a) 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)

 
18. Accumulated Other Comprehensive Income (Continued)
 

The reclassifications out of accumulated other comprehensive income for the nine and three months ended September 30, 2014 and 2013 were as
follows:

 
(In millions)
 
Details about Accumulated Other   

Amount Reclassified from
Accumulated Other Comprehensive Income

Nine Months Ended September 30,   
Affected Line Item in

the Statement of
Comprehensive IncomeComprehensive Income Components   2014   2013   

Cumulative translation adjustments   $ 1.4   $ —     Restructuring charges
Gains on cash flow hedges     

Foreign exchange contracts   $ 0.4   $ 2.6   Cost of products sold
Commodity contracts    —      (0.3)  Cost of products sold

    
 

   
 

 

   0.4    2.3   Total before tax
   —      (0.9)  Tax expense
    

 
   

 
 

  $ 0.4   $ 1.4   Net of tax
Defined benefit plan items     

Recognition of prior service cost   $ 24.1   $ 21.4   (a)
Recognition of actuarial losses    (1.7)   (5.6)  (a)
Curtailment and settlement losses    —      (0.2)  (a)

    
 

   
 

 

   22.4    15.6   Total before tax
   (8.4)   (6.2)  Tax expense
    

 
   

 
 

  $ 14.0   $ 9.4   Net of tax
    

 
   

 
 

Total reclassifications for the period   $ 15.8   $ 10.8   Net of tax

(In millions)
 
Details about Accumulated Other   

Amount Reclassified from
Accumulated Other Comprehensive Income

Three Months Ended September 30,   
Affected Line Item in

the Statement of
Comprehensive IncomeComprehensive Income Components   2014   2013   

Cumulative translation adjustments   $ 1.4   $ —     Restructuring charges
(Loss) gain on cash flow hedges     

Foreign exchange contracts   $ (0.2)  $ 1.1   Cost of products sold
Commodity contracts    —      (0.2)  Cost of products sold

    
 

   
 

 

   (0.2)   0.9   Total before tax
   0.1    (0.5)  Tax expense
    

 
   

 
 

  $ (0.1)  $ 0.4   Net of tax
Defined benefit plan items     

Recognition of prior service cost   $ 6.5   $ 5.7   (a)
Recognition of actuarial losses    (1.1)   (0.2)  (a)
Curtailment and settlement losses    —      (0.2)  (a)

    
 

   
 

 

   5.4    5.3   Total before tax
   (2.0)   (2.2)  Tax expense
    

 
   

 
 

  $ 3.4   $ 3.1   Net of tax
    

 
   

 
 

Total reclassifications for the period   $ 4.7   $ 3.5   Net of tax
 
 

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

 
19. Contingencies

Litigation

We are defendants in lawsuits associated with the normal conduct of our businesses and operations. It is not possible to predict the outcome of the
pending actions, and, as with any litigation, it is possible that these actions could be decided unfavorably to the Company. The Company believes that
there are meritorious defenses to these actions and that these actions will not have a material effect upon our results of operations, cash flows or
financial condition, and where appropriate, these actions are being vigorously contested.

Environmental

Compliance with federal, state and local laws regulating the discharge of materials into the environment, or otherwise relating to the protection of
the environment, did not have a material effect on capital expenditures, earnings or the competitive position of Home & Security during the nine
months ended September 30, 2014 and 2013. We are involved in remediation activities to clean up hazardous wastes as required by federal and state
laws. Liabilities for remediation costs of each site are based on our best estimate of undiscounted future costs, excluding possible insurance recoveries
or recoveries from other third parties. Uncertainties about the status of laws, regulations, technology and information related to individual sites make it
difficult to develop estimates of environmental remediation exposures.
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Item 2. FORTUNE BRANDS HOME & SECURITY, INC.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS.

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our unaudited condensed
consolidated financial statements and the notes thereto, which are included in this report, as well as our audited consolidated financial statements for the year
ended December 31, 2013, which are included in our Annual Report on Form 10-K for the year ended December 31, 2013.

This discussion contains forward-looking statements that are made pursuant to the safe harbor provisions of Section 27A of the Securities Act of 1933,
as amended, and Section 21E of the Securities Act of 1934, as amended (the “Exchange Act”), regarding business strategies, market potential, future financial
performance, our raw material costs, the activities of our competitors, impact of acquisitions and other matters. Statements preceded by, followed by or that
otherwise include the words “believes,” “expects,” “anticipates,” “intends,” “projects,” “estimates,” “plans” and similar expressions or future or conditional
verbs such as “will,” “should,” “would,” “may” and “could” are generally forward-looking in nature and not historical facts. The forward-looking statements
are not historical facts, but rather are based on expectations, estimates, assumptions and projections about our industry, business and future financial results,
based on information available at the time this report is filed with the Securities and Exchange Commission, or with respect to any document incorporated by
reference, available as of the time such document was prepared. Our actual results could differ materially from the results contemplated by these forward-
looking statements due to a number of factors, including but not limited to: (i) by our reliance on the North American home improvement, repair and new
home construction activity levels, (ii) the North American and global economies, (iii) risk associated with entering into potential strategic acquisitions and
integrating acquired property, (iv) our ability to remain competitive, innovative and protect our intellectual property, (v) our reliance on key customers and
suppliers, (vi) the cost and availability associated with our supply chains and the availability of raw materials, (vii) risk of increases in our postretirement
benefit-related costs and funding requirements, (viii) compliance with tax, environmental and federal, state and international laws and industry regulatory
standards and (ix) the risk of doing business internationally. These and other factors are discussed in Part I, Item 1A “Risk Factors” of our Annual Report on
Form 10-K for the year ended December 31, 2013. We undertake no obligation to, and expressly disclaim any such obligation to, update or clarify any
forward-looking statements to reflect changed assumptions, the occurrence of anticipated or unanticipated events, new information or changes to future
results over time or otherwise, except as required by law.

OVERVIEW

References to “Home & Security,” “the Company,” “we,” “our” and “us” refer to Fortune Brands Home & Security, Inc. and its consolidated
subsidiaries as a whole, unless the context otherwise requires. The Company is a leader in home and security products focused on the design, manufacture and
sale of market-leading branded products in the following categories: kitchen and bath cabinetry, plumbing and accessories, entry door systems and security
and storage products.
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OVERVIEW (Continued)
 

We believe the Company has certain competitive advantages including market-leading brands, a diversified mix of channels, and lean and flexible
supply chains, as well as a tradition of strong innovation and customer service. We are focused on outperforming our markets in growth, profitability and
returns in order to drive increased shareholder value. We believe the Company’s track record reflects the long-term attractiveness and potential of our
categories and our leading brands. As consumer demand and the housing market improve from current levels, we expect the benefits of operating leverage
and strategic spending will help us continue to achieve profitable organic growth.

We believe our most attractive opportunities are to invest in profitable organic growth initiatives. We also believe that as the market continues to
improve, we have the potential to generate additional growth from leveraging our cash flow and balance sheet strength by pursuing accretive strategic
acquisitions and returning cash to shareholders through a combination of dividends and repurchases under our share repurchase programs as explained in
further detail under “Liquidity and Capital Resources” below.

The U.S. market for our home products consists of spending on both new home construction and repair and remodel activities within existing homes,
with the substantial majority of the markets we serve consisting of repair and remodel spending. We believe that the U.S. market for our home products is in
the early stages of a multi-year recovery and that continued improvement will largely depend on consumer confidence, employment, home prices and credit
availability. Over the long term, we believe that the U.S. home products market will benefit from favorable population and immigration trends, which will
drive demand for new housing units, and from aging existing housing stock that will continue to need to be repaired and remodeled.

We may be impacted by fluctuations in raw material and transportation costs and promotional activity among our competitors. We strive to offset the
potential unfavorable impact of these items with productivity initiatives and price increases.

In August 2014, the Company entered into a stock purchase agreement to sell Fortune Brands Windows, Inc., our subsidiary that owned and operated
the Simonton windows business (“Simonton”), for $130 million in cash. The sale was completed in September 2014. Historical information on business
segments now excludes Simonton, which is presented as a discontinued operation in the consolidated financial statements of the Company.

In July 2014, the Company acquired John D. Brush & Co., Inc. (“SentrySafe”), for a purchase price of $118.5 million in cash, subject to certain post-
closing adjustments. The purchase price was funded from our existing credit facilities. This acquisition broadens our product offering of security products. An
allocation of the purchase price will be completed after asset and liability valuations are finalized. Final adjustments will reflect the fair value assigned to the
assets, including intangible assets, and assumed liabilities.

In June 2013, the Company acquired WoodCrafters Home Products Holding, LLC (“WoodCrafters”), a manufacturer of bathroom vanities and
tops. The financial results of WoodCrafters are included in the Company’s results of operations and cash flows beginning in the third quarter of 2013.
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RESULTS OF OPERATIONS

Nine Months Ended September 30, 2014 Compared To Nine Months Ended September 30, 2013
 

   Net Sales  

(In millions)   2014   2013   
% Change

vs. Prior Year 
Cabinets   $1,331.4   $1,186.3    12.2% 
Plumbing    995.9    969.6    2.7  
Doors    304.5    274.1    11.1  
Security & Storage    441.5    417.9    5.6  

    
 

   
 

 

Net sales   $3,073.3   $2,847.9    7.9% 

   Operating Income  

   2014   2013   

% Change
vs. Prior

Year  
Cabinets   $ 102.5   $ 63.8    60.7% 
Plumbing    202.6    176.2    15.0  
Doors    21.7    12.0    80.8  
Security & Storage    56.7    68.1    (16.7) 
Less: Corporate expenses    (45.9)   (56.2)   18.3  

    
 

   
 

 

Operating income   $ 337.6   $ 263.9    27.9% 

The following discussion of consolidated results of operations and segment results refers to the nine months ended September 30, 2014 compared to the
nine months ended September 30, 2013. Consolidated results of operations should be read in conjunction with segment results of operations.

Net sales

Net sales increased $225.4 million, or 8%. The increase was due to the benefit of the acquisitions of WoodCrafters (approximately $100 million) and
SentrySafe (approximately $25 million), higher sales volume primarily from the continuing improvement in U.S. market conditions for home products and
price increases to help mitigate material cost increases. These increases were partially offset by the impact of the planned exit from low margin builder direct
cabinet business in the western U.S. (approximately $40 million) and approximately $20 million of unfavorable foreign exchange.

Cost of products sold

Cost of products sold increased $169.9 million, or 9%, due to higher sales volume, higher costs associated with manufacturing capacity increases to
support long-term growth and inefficiencies related to extreme weather in the first quarter of 2014. These cost increases were partially offset by the benefit of
productivity improvements.
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RESULTS OF OPERATIONS (Continued)

Selling, general and administrative expenses

Selling, general and administrative expenses decreased $1.6 million due to the timing of spending and lower employee-related costs, partially offset by
higher volume-related costs.

Amortization of intangible assets

Amortization of intangible assets increased $3.3 million due to amortization of identifiable intangible assets associated with the WoodCrafters and
SentrySafe acquisitions.

Restructuring charges

Restructuring charges of $3.2 million in the nine months ended September 30, 2014 related to product line rationalization in Security & Storage and
severance charges in the Corporate and Security & Storage, partially offset by a benefit from a foreign currency gain associated with dissolution of a foreign
entity in the Plumbing segment. Restructuring charges of $1.9 million in the nine months ended September 30, 2013 related to supply chain initiatives.

Asset impairment charge

No asset impairment charges occurred in the nine months ended September 30, 2014. At the end of the third quarter of 2013, our Cabinets segment
completed an evaluation of its information technology strategy. The evaluation considered opportunities arising from improving U.S. home market
conditions. As a result of this evaluation, the segment abandoned certain software developed for internal use in order to redirect financial resources toward
developing more flexible systems that provide industry leading content for consumers and more advanced tools for designers to deliver a superior purchasing
experience for our customers. The abandonment of this internal use software resulted in a pre-tax impairment charge of $21.2 million, which was recorded in
operating income and reduced property, plant and equipment.

Operating income

Operating income increased $73.7 million, or 28%, primarily due to higher sales volume from our growth initiatives and improving U.S. home products
market conditions, absence of the 2013 asset impairment charge of $21.2 million in the Cabinets segment, benefit from the WoodCrafters and SentrySafe
acquisitions (approximately $14 million), and lower selling, general and administrative expenses. Operating income was unfavorably impacted by planned
costs associated with manufacturing capacity increases to support long-term growth, as well as inefficiencies resulting from extreme weather in the first
quarter of 2014. Operating income was also impacted by approximately $10 million of unfavorable foreign exchange.
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RESULTS OF OPERATIONS (Continued)
 
Interest expense

Interest expense increased $1.7 million due to higher average borrowings, partially offset by lower average interest rates.

Other expense (income), net

Other expense (income), net, was $0.1 million in the nine months ended September 30, 2014, compared to $5.6 million in the nine months ended
September 30, 2013. The decrease of $5.5 million was primarily due to a $6.2 million impairment charge pertaining to a cost method investment in 2013.

Income taxes

The effective income tax rates for the nine months ended September 30, 2014 and 2013 were 31.8% and 33.5%, respectively. The effective income tax
rate for 2014 was favorably impacted by the release of valuation allowances related to state net operating loss carryforwards and by the tax benefit associated
with the anticipated year-over-year increase of the Domestic Production Activity (Internal Revenue Code Section 199) deduction. The effective income tax
rate for 2013 was unfavorably impacted by an increase in the valuation allowance related to an investment impairment charge for which we could not record
an income tax benefit and favorably impacted by the tax benefits associated with the extension of the U.S. research and development credit under The
American Taxpayer Relief Act of 2012.

Noncontrolling interests

Noncontrolling interest was $0.9 million and $0.8 million in the nine months ended September 30, 2014 and 2013, respectively.

Net income from continuing operations

Net income from continuing operations was $225.1 million in the nine months ended September 30, 2014 compared to $168.1 million in the nine
months ended September 30, 2013. The increase of $57.0 million was primarily due to higher operating income and the impact of the lower effective income
tax rate.

Net loss from discontinued operations

Discontinued operations consist of the results of operations of Simonton and the loss associated with the sale of the business. The net loss from
discontinued operations was $111.2 million for the nine months ended September 30, 2014, of which $111.8 million was the loss on the sale of the business.
The loss from discontinued operations was $1.8 million for the nine months ended September 30, 2013.
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Results By Segment

Cabinets

Net sales increased $145.1 million, or 12%, primarily due to the benefit of the acquisition of WoodCrafters (approximately $100 million) and strength
in repair and remodel market volume. Net sales also benefited from price increases to help mitigate raw material cost increases and favorable product mix.
Net sales were unfavorably affected by the impact of the planned exit from low margin builder direct business in the western U.S. (approximately $40
million) and approximately $10 million of unfavorable foreign exchange.

Operating income increased $38.7 million, or 61%, due to the acquisition of WoodCrafters (approximately $12 million) and the absence of the 2013
asset impairment charge of $21.2 million in 2014. Operating income also benefited from productivity improvements, lower employee-related costs, price
increases to help mitigate raw material cost increases (wood-related) and improved product mix. Operating income was unfavorably impacted by higher costs
associated with manufacturing capacity increases to support long-term growth and operating inefficiencies caused by extreme weather in certain regions of
the U.S. in the first quarter of 2014.

Plumbing

Net sales increased $26.3 million, or 3%, due to higher sales volume in the U.S. driven primarily by improving U.S. market conditions, price increases
to help mitigate raw material cost increases and approximately $9 million in higher international sales including China and Canada. These benefits were
partially offset by approximately $10 million of unfavorable foreign exchange.

Operating income increased $26.4 million, or 15%, due to higher sales volume and cost saving initiatives. These benefits were partially offset by
planned strategic and supply chain initiatives to increase capacity for long-term growth, unfavorable foreign exchange of approximately $7 million and the
impact of extreme weather in certain regions of the U.S. in the first quarter of 2014.

Doors

Net sales increased $30.4 million, or 11%, due to higher sales volume driven primarily by improved conditions in the U.S. home products market,
benefits from new distribution partners and price increases to help mitigate raw material cost increases.

Operating income increased $9.7 million in the first nine months of 2014 to $21.7 million, compared to $12.0 million in the same period of 2013, due
to higher sales volume. Operating income also benefited from price increases to help mitigate raw material cost increases and cost savings initiatives. These
benefits were partially offset by higher costs related to planned capacity investments and inefficiencies from extreme weather in the first quarter of 2014.
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RESULTS OF OPERATIONS (Continued)
 
Security & Storage

Net sales increased $23.6 million, or 6%, due to the benefit of the acquisition of SentrySafe. Net sales of security products increased $33.3 million, or
11%, due to the benefit of the acquisition of SentrySafe, as well as higher sales volume. Net sales of tool storage products decreased $9.7 million, or 9%, due
to the year-over-year benefit of new product introductions, lower overall demand for tool storage and the exit from some lower margin storage product lines.

Operating income decreased $11.4 million, or 17%, due to higher raw material costs, $2.7 million in restructuring and other charges primarily related to
product line rationalization in the storage product line, lower sales of storage products, and higher selling and administrative expenses to support long-term
growth in security products. Operating income benefited from higher sales volume of security products.

Corporate

Corporate expenses decreased $10.3 million due to lower employee-related costs and consulting expense, as well as lower actuarial losses ($3.9
million) recognized in the first nine months of 2014 compared to 2013. These actuarial losses related to a change in estimate for defined benefit plan
demographic data ($1.1 million) and defined benefit plan amendments that required a remeasurement of certain postretirement benefit liabilities ($0.6
million).
 

   Nine Months Ended  
   September 30,  
(In millions)   2014   2013  
General and administrative expense   $ (50.7)  $ (58.2) 
Defined benefit plan costs    6.5    7.6  
Defined benefit plan recognition of actuarial losses    (1.7)   (5.6) 

    
 

   
 

Total Corporate expenses   $(45.9)  $ (56.2) 

In future periods the Company may record, in the Corporate segment, material expense or income associated with actuarial gains and losses arising
from periodic remeasurement of our liabilities for defined benefit plans. At a minimum the Company will remeasure its defined benefit plan liabilities in the
fourth quarter of each year. Remeasurements due to plan amendments and settlements may also occur in interim periods during the year. Remeasurement of
these liabilities attributable to updating our liability discount rates and expected return on assets may, in particular, result in material income or expense
recognition.
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Three Months Ended September 30, 2014 Compared To Three Months Ended September 30, 2013
 

   Net Sales  

(In millions)   2014   2013   
% Change

vs. Prior Year 
Cabinets   $ 452.6   $ 448.6    0.9% 
Plumbing    345.9    338.1    2.3  
Doors    114.4    100.9    13.4  
Security & Storage    184.8    157.4    17.4  

    
 

   
 

 

Net sales   $1,097.7   $1,045.0    5.0% 

   Operating Income  

   2014   2013   

% Change
vs. Prior

Year  
Cabinets   $ 36.5   $ 14.1    158.9% 
Plumbing    75.8    65.9    15.0  
Doors    12.1    7.5    61.3  
Security & Storage    27.1    29.5    (8.1) 
Less: Corporate expenses    (15.1)   (19.4)   22.2  

    
 

   
 

 

Operating income   $ 136.4   $ 97.6    39.8% 

The following discussion of consolidated results of operations and segment results refers to the three months ended September 30, 2014 compared to
the three months ended September 30, 2013. Consolidated results of operations should be read in conjunction with segment results of operations.

Net sales

Net sales increased $52.7 million, or 5%. The increase was due to the benefit of the acquisition of SentrySafe (approximately $25 million), price
increases to help mitigate material cost increases, higher sales volume and favorable product mix. These factors were partially offset by the impact of the
planned exit from low margin builder direct cabinet business in the western U.S. (approximately $15 million) and unfavorable foreign exchange of
approximately $5 million.

Cost of products sold

Cost of products sold increased $33.3 million, or 5%, due to higher sales volume and higher costs associated with manufacturing capacity increases to
support long-term growth, as well as the impact of the acquisition of SentrySafe. These factors were partially offset by the benefit of productivity
improvements.

Selling, general and administrative expenses

Selling, general and administrative expenses increased $2.6 million, or 1%, due to the impact of the SentrySafe acquisition, partially offset by lower
employee-related costs.

Amortization of intangible assets

Amortization of intangible assets increased $0.5 million due to the amortization of identifiable intangible assets associated with the SentrySafe
acquisition.
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RESULTS OF OPERATIONS (Continued)
 
Restructuring charges

Restructuring charges were $0.1 million in the three months ended September 30, 2014. Restructuring charges of $1.4 million in the three months
ended September 30, 2013, related to supply chain initiatives.

Asset impairment charge

No asset impairment charges occurred in the third quarter of 2014. At the end of the third quarter of 2013, our Cabinets segment completed an
evaluation of its information technology strategy. The evaluation considered opportunities arising from improving U.S. home market conditions. As a result of
this evaluation, the segment abandoned certain software developed for internal use in order to redirect financial resources toward developing more flexible
systems that provide industry leading content for consumers and more advanced tools for designers to deliver a superior purchasing experience for our
customers. The abandonment of this internal use software resulted in a pre-tax impairment charge of $21.2 million, which was recorded in operating income
and reduced property, plant and equipment.

Operating income

Operating income increased $38.8 million, or 40%, primarily due to the absence of the 2013 asset impairment charge of $21.2 million in the Cabinets
segment, the impact of price increases to help mitigate material cost increases, the benefit of productivity improvements and lower employee-related costs.
These benefits were partially offset by higher costs associated with manufacturing capacity increases to support long-term growth.

Interest expense

Interest expense increased $1.1 million to $3.2 million due to higher average borrowings, partially offset by lower average interest rates.

Other expense (income), net

Other expense (income), net, was income of $0.3 million in the three months ended September 30, 2014, compared to income of $0.5 million in the
three months ended September 30, 2013.
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RESULTS OF OPERATIONS (Continued)
 
Income taxes

The effective income tax rates for the three months ended September 30, 2014 and 2013 were 33.6% and 33.2%, respectively.

Noncontrolling interests

Noncontrolling interest was $0.2 million and $0.4 million in the three months ended September 30, 2014 and 2013.

Net income from continuing operations

Net income from continuing operations was $88.6 million in the three months ended September 30, 2014 compared to $64.1 million in the three
months ended September 30, 2013. The increase of $24.5 million was primarily due to higher operating income.

Net (loss) income from discontinued operations

Discontinued operations consist of the results of operations of Simonton and the loss associated with the sale of the business. Simonton was
discontinued and sold in the third quarter of 2014. The net loss from discontinued operations was $109.5 million for the three months ended September 30,
2014, of which $111.8 million was the loss on the sale of the business. Net income from discontinued operations was $0.5 million for the three months ended
September 30, 2013.
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RESULTS OF OPERATIONS (Continued)
 
Results By Segment

Cabinets

Net sales increased $4.0 million, or 1%, due to favorable product mix and price increases to help mitigate raw material cost increases. These benefits
were partially offset by the impact of the planned exit from low margin builder direct business in the western U.S. (approximately $15 million) and an
unfavorable comparison to a bath vanity product launch in the third quarter of 2013.

Operating income increased $22.4 million due to the absence of a 2013 asset impairment charge of $21.2 million in 2014. In addition, productivity
improvements, favorable product mix and lower employee-related costs were offset by higher costs associated with manufacturing capacity increases to
support long-term growth.

Plumbing

Net sales increased $7.8 million, or 2%, due to higher sales volume in the U.S. Net sales also benefited from price increases to help mitigate raw
material cost increases.

Operating income increased $9.9 million, or 15%, due to higher sales volume. Operating income also benefited from price increases to help mitigate
raw material cost increases, cost saving initiatives and lower employee-related costs. These benefits were partially offset by approximately $3 million of
unfavorable foreign exchange.

Doors

Net sales increased $13.5 million, or 13%, due to higher sales volume driven primarily by improved conditions in the U.S. home products market,
benefits from new distribution partners, the impact of price increases to help mitigate cost increases and favorable product mix.

Operating income increased $4.6 million, or 61%, due to higher sales volume. Operating income also benefited from favorable product mix, price
increases to help mitigate raw material cost increases and cost savings initiatives. These benefits were partially offset by higher costs related to growth
initiatives.

Security & Storage

Net sales increased $27.4 million, or 17% due to the acquisition of SentrySafe. Net sales of security products increased $28.8 million, or 25%, due to
the acquisition of SentrySafe, as well as higher sales volume. Net sales of storage products decreased $1.4 million.

Operating income decreased $2.4 million, or 8%, due to higher selling and administrative expenses to support long-term growth in security products.
 

36



RESULTS OF OPERATIONS (Continued)
 
Corporate

Corporate expenses decreased $4.3 million primarily due to lower employee-related costs and consulting expense.
 

   Three Months Ended  
   September 30,  
(In millions)   2014   2013  
General and administrative expense   $ (15.9)  $ (21.9) 
Defined benefit plan income    1.9    2.7  
Defined benefit plan recognition of actuarial losses    (1.1)   (0.2) 

    
 

   
 

Total Corporate expenses   $ (15.1)  $ (19.4) 

LIQUIDITY AND CAPITAL RESOURCES

Our primary liquidity needs are to support working capital requirements, fund capital expenditures and service indebtedness, as well as to finance
acquisitions, repurchase shares of our common stock and pay dividends to stockholders, as deemed appropriate. Our principal sources of liquidity have been
cash on hand, cash flows from operating activities and availability under our credit facilities. Our operating income is generated by our subsidiaries. There are
no restrictions on the ability of our subsidiaries to pay dividends or make other distributions to Home & Security. In 2013, our Board of Directors declared a
regular quarterly cash dividend of $0.10 per share of our outstanding common stock that was increased to $0.12 per share of our outstanding common stock
beginning with the dividend payable in the first quarter of 2014. All future dividends are subject to the approval of our Board of Directors.

In the first nine months of 2014, we repurchased approximately 10.4 million shares of our outstanding common stock under the Company’s share
repurchase programs for $411.2 million. In September 2014, the Company announced the authorization to repurchase up to $250 million of additional shares.
As of September 30, 2014, the Company’s total remaining share repurchase authorization under the remaining programs was $328.0 million. In October 2014,
we repurchased 0.7 million shares of our outstanding common stock for $28.5 million. The share repurchase programs do not obligate the Company to
repurchase any specific dollar amount or number of shares and may be suspended or discontinued at any time.

In September 2014, the Company completed the sale of Simonton for $130 million in cash.

In July 2014, the Company acquired SentrySafe for a purchase price of $118.5 million in cash, subject to certain post-closing adjustments. The
purchase price was funded from our existing credit facilities.

In June 2013, the Company acquired WoodCrafters, a manufacturer of bathroom vanities and tops, for a purchase price of $302 million, subject to
certain post-closing adjustments. The Company paid the purchase price using a combination of cash on hand and borrowings under our existing credit
facilities.
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We periodically review our portfolio of brands and evaluate potential strategic transactions to increase shareholder value. However, we cannot predict
whether or when we may enter into acquisitions, joint ventures or dispositions, make any purchases of shares of our common stock under our share
repurchase programs, or pay dividends, or what impact any such transactions could have on our results of operations, cash flows or financial condition,
whether as a result of the issuance of debt or equity securities, or otherwise. Our cash flows from operations, borrowing availability and overall liquidity are
subject to certain risks and uncertainties, including those described in the section of our Annual Report on Form 10-K for the year-ended December 31, 2013
entitled “Item 1A. Risk Factors.”

On September 30, 2014, we had cash and cash equivalents of $175.1 million, of which $161.3 million was held at non-U.S. subsidiaries. We manage
our global cash requirements considering (i) available funds among the subsidiaries through which we conduct business, (ii) the geographic location of our
liquidity needs, and (iii) the cost to access international cash balances. The repatriation of non-U.S. cash balances from certain subsidiaries could have
adverse tax consequences as we may be required to pay and record income tax expense on those funds to the extent they were previously considered
indefinitely reinvested.

Our operating cash flows are significantly impacted by the seasonality of our business. We typically generate our operating cash flow in the third and
fourth quarters of each year.

In August 2014, the Company amended its credit agreement to increase total lending commitments from $1 billion to $1.5 billion. All other terms and
conditions of the credit agreement remain essentially the same. We have a $975 million committed revolving credit facility, as well as a $525 million term
loan, both of which expire in July 2018. Both facilities can be used for general corporate purposes. On September 30, 2014 and December 31, 2013, our
outstanding borrowings under these facilities were $680.0 million and $350.0 million, respectively. The interest rates under 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 (as defined in the agreements
governing the facilities). Based upon the Company’s debt to Adjusted EBITDA ratio, the Company’s borrowing rate will range from LIBOR + 1.0% to
LIBOR + 2.0%. At September 30, 2014, we were in compliance with all covenants under these facilities.

Cash Flows

Below is a summary of cash flows for the nine months ended September 30, 2014 and 2013.
 

   Nine Months Ended September 30,  
(In millions)   2014   2013  
Net cash provided by operating activities   $ 110.2   $ 166.2  
Net cash used in investing activities    (77.6)   (355.3) 
Net cash (used in) provided by financing activities    (97.3)   9.8  
Effect of foreign exchange rate changes on cash    (1.6)   0.3  

    
 

   
 

Net decrease in cash and cash equivalents   $ (66.3)  $ (179.0) 
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Net cash provided by operating activities was $110.2 million in the nine months ended September 30, 2014 compared to $166.2 million in the nine
months ended September 30, 2013. The decrease in cash used of $56.0 million was primarily due to higher incentive compensation and customer program
payments in the first quarter of 2014 compared to 2013 and lower accruals in 2014 (approximately $75 million in aggregate), partially offset by lower
working capital levels to support sales.

Net cash used in investing activities was $77.6 million in the nine months ended September 30, 2014 compared to $355.3 million in the nine months
ended September 30, 2013. The decrease of $277.7 million was primarily due to the impact of acquisitions and divestitures.

Net cash used in financing activities was $97.3 million in the nine months ended September 30, 2014 compared to net cash provided of $9.8 million in
the nine months ended September 30, 2013. The increase in cash used of $107.1 million was primarily due to higher treasury stock purchases in 2014
compared to 2013 ($368.3 million), three dividend payments in 2014 compared to two in 2013 (incremental $25.3 million) and lower proceeds from the
exercise of stock options ($18.2 million), partially offset by higher net borrowings of $296.4 million.

Pension Plans

Subsidiaries of the Company sponsor their respective defined benefit pension plans that are funded by a portfolio of investments maintained within our
benefit plan trust. As of December 31, 2013, the fair value of our total pension plan assets was $583.8 million, representing 90% of the accumulated benefit
obligation liability. In the third quarter of 2014, we made qualified pension plan contributions of approximately $2 million. In the remainder of 2014, we do
not expect to make additional qualified pension plan contributions. For the foreseeable future, we believe that we have sufficient liquidity to meet the
minimum funding that may be required by the Pension Protection Act of 2006.

Foreign Exchange

We have investments in various foreign countries, principally Canada, Mexico, China and France. Therefore, changes in the value of the related
currencies affect our financial statements when translated into U.S. dollars.

RECENTLY ISSUED ACCOUNTING STANDARDS

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

In August 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“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, 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.
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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. The amendment is effective for annual
reporting periods beginning after December 15, 2016 (calendar year 2017 for Home & Security). We are assessing the impact the adoption of this standard
will have on our financial statements.

Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity

In April 2014, the FASB issued ASU 2014-08, “Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity.” This
ASU changes the definition of discontinued operations and requires expanded disclosures. The amendment is effective for annual periods beginning on or
after December 15, 2014 (calendar year 2015 for Home & Security). Early adoption is permitted. We do not expect this standard to have a material effect on
our financial statements.

 
Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

There have been no material changes in the information provided in the section entitled “Quantitative and Qualitative Disclosures about Market Risk”
in our Annual Report on Form 10-K for the year ended December 31, 2013.

 
Item 4. CONTROLS AND PROCEDURES.
 

 (a) Evaluation of Disclosure Controls and Procedures.

The Company’s management has evaluated, with the participation of the Company’s Chief Executive Officer and Chief Financial Officer, the
effectiveness of the Company’s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of the end of the
period covered by this report. Based on that evaluation, the Chief Executive Officer and the Chief Financial Officer have concluded that the Company’s
disclosure controls and procedures were effective as of the end of the period covered by this report.
 

 (b) Changes in Internal Control Over Financial Reporting.

There have not been any changes in the Company’s internal control over financial reporting that occurred during the Company’s fiscal quarter ended
September 30, 2014 that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting. The
Company is in the process of reviewing the internal control structure of acquired businesses and, if necessary, will make appropriate changes as we
incorporate our controls and procedures into those recently acquired businesses.
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PART II. OTHER INFORMATION
 

Item 1. LEGAL PROCEEDINGS.
 

 (a) Other Litigation.

The Company is a defendant in lawsuits associated with the normal conduct of its businesses and operations. It is not possible to predict the outcome of
the pending actions, and, as with any litigation, it is possible that these actions could be decided unfavorably to the Company. The Company believes that
there are meritorious defenses to these actions and that these actions will not have a material adverse effect upon the Company’s results of operations, cash
flows or financial condition, and, where appropriate, these actions are being vigorously contested.
 

 (b) Environmental Matters.

We are subject to laws and regulations relating to the protection of the environment. It is not possible to quantify with certainty the potential impact of
actions relating to environmental matters, particularly remediation and other compliance efforts that our subsidiaries may undertake in the future. In our
opinion, however, compliance with current environmental protection laws (before taking into account estimated recoveries from third parties) will not have a
material adverse effect upon our results of operations, cash flows or financial condition.

 
Item 1A. RISK FACTORS.

There have been no material changes to the risk factors previously disclosed in our Annual Report on Form 10-K for the year ended December 31,
2013 in the section entitled “Risk Factors.”

 
Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

Below are the repurchases of common stock by the Company or any “affiliated purchaser” (as defined in Rule 10b-18(a)(3) under the Exchange Act)
for the three months ended September 30, 2014:

Issuer Purchases of Equity Securities
 

Three Months Ended
September 30, 2014   

Total number
of shares

purchased (a)(b)   

Average
price

paid per
share    

Total number of shares
purchased as part of

publicly announced plans
or programs (a)    

Maximum dollar
amount that may yet

be purchased under the
plans or programs (a)  

July 1 – July 31    2,940,077    $38.24     2,938,488    $ 112,163,341  
August 1 – August 31    888,304     38.56     886,500     77,987,036  
September 1 – September 30    —       —       —       327,987,036  

    
 

    
 

    
 

  

Total    3,828,381    $38.31     3,824,988    
 

 (a) Information on the Company’s share repurchase programs follows:
 

Authorization date   Announcement date   

Authorization amount of
shares of outstanding

common stock    Expiration date
June 2, 2014   June 2, 2014   $ 250 million    June 2, 2016
September 30, 2014   September 30, 2014  $ 250 million    September 30, 2016

 

 
(b) The Company purchased 3,393 shares between July 1, 2014 and August 31, 2014 from the Company’s employees in connection with the exercise

of stock options issued under the Company’s long-term incentive plans. The employees sold these shares to the Company in payment of the
exercise price of the options exercised.
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Item 6. EXHIBITS
 

2.1*
 

Stock Purchase Agreement dated August 19, 2014, by and among Fortune Brands Home & Security, Inc., Fortune Brands Windows & Doors,
Inc. and Ply Gem Industries, Inc.+

3(i).
 

Restated Certificate of Incorporation of Fortune Brands Home & Security, Inc. (incorporated herein by reference to Exhibit 3.1 to the
Company’s Quarterly Report on Form 10-Q filed with the SEC on November 5, 2012, Commission file number 1-35166).

3(ii).
 

Amended and Restated By-laws of Fortune Brands Home & Security, Inc., as adopted September 27, 2011 (incorporated herein by reference to
Exhibit 3.2 to the Company’s Current Report on Form 8-K filed with the SEC on September 30, 2011, Commission file number 1-35166).

10.1*
 

Amendment no. 2 to Credit Agreement dated August 20, 2014, among Fortune Brands Home & Security, Inc., JP Morgan Chase Bank, N.A., as
administrative agent and the lenders party thereto.

31.1.* Certificate of Chief Executive Officer Required Under Section 302 of the Sarbanes-Oxley Act of 2002.

31.2.* Certificate of Chief Financial Officer Required Under Section 302 of the Sarbanes-Oxley Act of 2002.

32.*  Joint CEO/CFO Certificate Required Under Section 906 of the Sarbanes-Oxley Act of 2002.

101.*

 

The following materials from the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2014 formatted in eXtensible
Business Reporting Language (XBRL): (i) the Condensed Consolidated Statements of Comprehensive Income, (ii) the Condensed Consolidated
Balance Sheets, (iii) the Condensed Consolidated Statements of Cash Flows, (iv) the Condensed Consolidated Statements of Equity, and (v) the
Notes to the Condensed Consolidated Financial Statements.

 
*       Filed herewith.
+ The Company agrees to furnish supplementally a copy of any omitted exhibit or schedule to the Securities and Exchange Commission upon request.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
 

  FORTUNE BRANDS HOME & SECURITY, INC.
  (Registrant)

Date: October 31, 2014   /s/ E. Lee Wyatt, Jr.
  E. Lee Wyatt, Jr.
  Senior Vice President and Chief Financial Officer

  

(Duly authorized officer and principal financial
officer of the Registrant)
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PLY GEM INDUSTRIES, INC.
 

 

Dated as of August 19, 2014
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STOCK PURCHASE AGREEMENT

This Stock Purchase Agreement (this “Agreement”) dated as of August 19, 2014 among Fortune Brands Home & Security, Inc., a Delaware corporation
(“FBHS”), Fortune Brands Windows & Doors, Inc., a Delaware corporation (the “Shareholder”) and Ply Gem Industries, Inc., a Delaware corporation
(“Buyer”).

RECITALS

WHEREAS, Fortune Brands Windows, Inc., a Delaware corporation (“Simonton”), and its direct and indirect wholly owned subsidiaries, Simex, Inc., a
West Virginia corporation (“Simex”), Simonton Building Products, Inc., a West Virginia corporation, Simonton Industries, Inc., a California corporation, and
Simonton Windows, Inc., a West Virginia corporation (Simonton and such subsidiaries and their successors being collectively referred to herein as the
“Companies”), are engaged in the production, sale and distribution of vinyl-framed windows and vinyl-framed patio doors and PVC trim in the United States
(the “Business”);

WHEREAS, the Shareholder is the record and beneficial owner of all of the issued and outstanding shares (the “Shares”) of the capital stock of
Simonton; and

WHEREAS, the Shareholder desires to sell, and Buyer desires to purchase, the Shares owned by the Shareholder, upon the terms and conditions set
forth herein.

NOW, THEREFORE, the parties hereto agree as follows:

1. Definitions; Interpretive Provisions.

1.1 Definitions.

For purposes of this Agreement, the following terms have the meanings specified in this Section 1:

“Affiliate” – with respect to any Person, any other Person directly or indirectly controlling, controlled by, or under common control with such Person,
provided that neither FBHS nor the Shareholder shall be considered to be Affiliates of any of the Companies for purposes hereof.

“Balance Sheet” – as defined in Section 3.5.

“Balance Sheet Rules” – the accounting methods historically applied by the Companies in producing the Balance Sheet, applied on a consistent basis
and in accordance with GAAP.



“Business” – as defined in the Recitals of this Agreement.

“Business Employee” – any individual who, as of the date hereof, is employed (full-time or part-time) by the Companies, including any individual
absent due to short-term disability, vacation, holiday, or approved leave of absence, including military leave and leave under the Family and Medical Leave
Act, but excluding any individual absent due to long-term disability.

“Business Licenses” – as defined in Section 3.23.

“Buyer” – as defined in the Preamble of this Agreement.

“Buyer Indemnitees” – as defined in Section 10.2(a).

“Cap” – as defined in Section 10.4.

“Closing” – as defined in Section 2.3.

“Closing Date” – the date and time as of which the Closing actually takes place.

“Closing Indebtedness” – the amount of consolidated Indebtedness of the Companies outstanding immediately before the Closing, determined in
accordance with the Balance Sheet Rules.

“Code” – the U.S. Internal Revenue Code of 1986, as amended from time to time.

“Companies” – as defined in the Recitals of this Agreement.

“Companies Assets” – all the assets of the Companies, wherever located, and the goodwill associated therewith, real and personal, tangible and
intangible, as the same shall exist as of the Closing Date, including, without limitation, cash and cash equivalents, accounts receivable, prepaid expenses,
personal property, plant, machinery and equipment, together with all associated parts and supplies, motor vehicles, furniture and other office equipment, all
Contracts, all Intellectual Property Assets, all computer programs and software owned or used by the Companies, and all licenses, patents and copyrights and
applications therefor; inventories, including, without limitation, raw materials, finished goods, work-in-process and goods in transit, all marketing and
technical data and documents of the Companies, including, without limitation, files, marketing literature, blueprints, plans, specifications and drawings, and
all business records of the Companies including, without limitation, standard forms, customer lists, vendor lists, documents relating to any Tax pertaining to
the Companies Assets and financial books and records of the Companies.

“Company Intellectual Property” – as defined in Section 3.19(b).

“Company Plans” – as defined in Section 3.11(a).
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“Company Securities” – shares of capital stock or voting securities of the Companies, securities of the Companies convertible into or exchangeable for
shares of capital stock or voting securities of the Companies or options, warrants, calls or other rights or agreements to acquire from the Companies, or other
obligation of the Companies to issue, any capital stock, voting securities or securities convertible into or exchangeable for capital stock or voting securities of
the Companies.

“Competition Laws” – the antitrust laws of the United States.

“Consent” – any approval, consent, ratification, waiver or other authorization (including any Governmental Authorization).

“Contest” – as defined in Section 11.3(a).

“Contract” – all agreements, contracts, leases of real property, licenses, and other contractual arrangements written or otherwise.

“Copyrights” – as defined in Section 3.19(a).

“Damages” – as defined in Section 10.2.

“Deductible” – as defined in Section 10.4.

“Encumbrance” – any charge, claim, community property interest, condition, equitable interest, lien, mortgage, deed of trust, easement, title default,
encroachment, option, pledge, security interest, right of first offer, right of first refusal, or restriction of any kind, including any restriction on use, voting,
transfer, receipt of income or exercise of any other attribute of ownership.

“Environment” – soil, land surface or subsurface strata, surface waters (including streams, ponds, drainage basins, and wetlands), groundwaters,
drinking water supply, stream sediments, ambient air, plant and animal life, and any other environmental medium or natural resource.

“Environmental Claims” – any complaint, summons, citation, notice, directive, order, claim, litigation, investigation, judicial or administrative
proceeding, judgment, letter or other communication, oral or written, from any Governmental Body arising pursuant to Environmental Law or concerning
Releases of or exposures to Hazardous Materials.

“Environmental Law” – any Legal Requirement that relates to pollution, protection of the Environment, or the Release, generation, handling, treatment,
storage, disposal, recycling or presence of or exposure to Hazardous Materials.

“Environmental Liabilities” – any cost, damages, expense, Liability, obligation or other responsibility arising from or under any Environmental Law.
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“Environmental Permits” – any Permits required pursuant to Environmental Laws.

“ERISA” – the Employee Retirement Income Security Act of 1974, as amended from time to time.

“Exchange Act” – the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder.

“Expenses” – as defined in Section 13.1.

“Facilities” – as defined in Section 3.6(c).

“FBHS” – as defined in the Preamble of this Agreement.

“FBHS Group” – as defined in Section 3.9(i).

“Financial Statements” – as defined in Section 3.5.

“Fundamental Representations” – the representations and warranties of the Shareholder set forth in Sections 3.1, 3.2, 3.4, 3.8 and 3.20.

“GAAP” – United States generally accepted accounting principles.

“Governmental Authorization” – any approval, consent, license, permit, waiver or other authorization issued, granted, given or otherwise made
available by or under the authority of any Governmental Body.

“Governmental Body” – any governmental agency or any court, arbitral tribunal, administrative agency or commission or other governmental or other
regulatory authority or agency, federal, state, local or foreign.

“Hazardous Materials” – any waste or other substance that is listed, defined, designated or classified as, or otherwise determined to be, hazardous,
radioactive or toxic or a pollutant or a contaminant under or pursuant to any Environmental Law, and specifically including petroleum and all derivatives
thereof and asbestos-containing materials.

“Indebtedness” means (a) any indebtedness or other obligation of any of the Companies for borrowed money, whether current, short-term or long-term
and whether secured or unsecured; (b) any indebtedness of any of the Companies evidenced by any note, bond, debenture or other security or similar
instrument; (c) any liabilities of any of the Companies with respect to hedging obligations, including fuel hedges and interest rate or currency swaps, collars,
caps and similar hedging obligations; (d) any liabilities of any of the Companies for the deferred purchase price of any equipment financing or acquired
business (including any “earn-out” or similar payments); (e) any liabilities or obligations of any of the Companies in respect of any lease of (or other
arrangement conveying the right to
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use) real or personal property, or a combination thereof, which liabilities or obligations are required to be classified and accounted for under GAAP as capital
leases; (f) any liabilities of any of the Companies under any performance bond or letter of credit or any bank overdrafts and similar charges; (g) any accrued
interest, premiums, penalties and other obligations relating to the foregoing; and (h) any indebtedness referred to in clauses (a) through (g) above of any
Person that is either guaranteed (including under any “keep well” or similar arrangement) by, or secured (including under any letter of credit, banker’s
acceptance or similar credit transaction) by any Encumbrance upon any property or asset owned by, any of the Companies. Indebtedness shall also include
accrued interest and any pre-payment penalties, “breakage costs,” redemption fees, costs and expenses or premiums and other amounts owing pursuant to the
instruments evidencing Indebtedness, assuming that such Indebtedness is repaid on the Closing Date.

“Independent Accountant” – as defined in Section 11.4(a).

“Insurance Claim” – as defined in Section 5.12.

“Insurance Policies” – as defined in Section 5.12.

“Intellectual Property Assets” – as defined in Section 3.19.

“Interim Financial Statements” – as defined in Section 3.5.

“Knowledge” – a party will be deemed to have “Knowledge” of a particular fact or other matter if any of the following Persons is actually aware of such
fact or other matter after reasonable inquiry of his or her direct reports: in the case of the Companies, Mark Savan, David Haddix, Michael Peterson, Sidney
Spear, Andrew Shashlo, Rhonda Francis and Robert Keller, and, in the case of Buyer, Gary Robinette, Shawn Poe, John Wayne and Tim Johnson.

“Leased Real Property” – as defined in Section 3.6(b).

“Legal Requirement” – any federal, state, local, municipal, foreign, international, multinational or other administrative order, constitution, law,
ordinance, regulation, statute or treaty.

“Liabilities” – debts, liabilities, obligations, duties and responsibilities of any kind and description, whether absolute or contingent, monetary or non-
monetary, direct or indirect, known or unknown or matured or unmatured, or of any other nature.

“Licensed Intellectual Property” – as defined in Section 3.19(b).
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“Material Adverse Change” – any effect, event, change, occurrence, circumstance, state of facts or development that, individually or together with any
one or more effects, events, changes, occurrences, circumstances, states of fact or developments, has caused or would be reasonably expected to cause a
material adverse change in the business, results of operations or financial condition of the Companies, taken as a whole; provided, however, that the following
shall not be taken into account in determining whether a Material Adverse Change has occurred: (i) conditions affecting the global economy generally;
(ii) any national or international political or social condition, including the engagement in hostilities, whether or not pursuant to the declaration of a national
emergency or war, or the occurrence of any military or terrorist attack; (iii) changes to financial, banking or securities markets (including any disruption
thereof and any decline in the price of any security or any market index); (iv) any changes in weather, meteorological conditions or climate or natural
disasters (including hurricanes, storms, tornados, flooding, earthquakes, volcanic eruptions or similar occurrences) affecting the Companies; (v) changes in
GAAP; or (vi) the public announcement of the transactions contemplated by this Agreement (in the case of each of the foregoing clauses (i) through (v) only
to the extent there is not a disproportionate adverse effect on the Companies when compared to other similarly situated businesses).

“Material Adverse Effect” – any effect, event, change, occurrence, circumstance, state of facts or development that, individually or together with any
one or more effects, events, changes, occurrences, circumstances, states of fact or developments, has had or would be reasonably expected to have a material
adverse effect upon the Companies’ business, results of operations or financial condition, taken as a whole; provided, however, that the following shall not be
taken into account in determining whether a Material Adverse Effect has occurred: (i) conditions affecting the global economy generally; (ii) any national or
international political or social condition, including the engagement in hostilities, whether or not pursuant to the declaration of a national emergency or war,
or the occurrence of any military or terrorist attack; (iii) changes to financial, banking or securities markets (including any disruption thereof and any decline
in the price of any security or any market index); (iv) any changes in weather, meteorological conditions or climate or natural disasters (including hurricanes,
storms, tornados, flooding, earthquakes, volcanic eruptions or similar occurrences) affecting the Companies; (v) changes in GAAP; or (vi) the public
announcement of the transactions contemplated by this Agreement (in the case of each of the foregoing clauses (i) through (v) only to the extent there is not a
disproportionate adverse effect on the Companies when compared to other similarly situated businesses).

“Material Contracts” – as defined in Section 3.15(a).

“Order” – any legally binding award, decision, injunction, judgment, order, ruling, subpoena or verdict entered, issued, made or rendered by any court,
administrative agency or other Governmental Body or by any arbitrator.

“Organizational Documents” – (i) the articles or certificate of incorporation and the bylaws of a corporation; (ii) the partnership agreement and any
statement of partnership of a general partnership; (iii) any charter or similar document adopted or filed in connection with the creation, formation, or
organization of a Person; and (iv) any amendment to any of the foregoing.
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“Owned Intellectual Property” – as defined in Section 3.19(b).

“Owned Real Property” – as defined in Section 3.6(a).

“Patents” – as defined in Section 3.19(a).

“Permits” means all licenses, permits, franchises, clearances, authorizations, accreditations, certificates of authority, orders, registrations and approvals
of any Governmental Body.

“Permitted Encumbrance” – means (a) statutory Encumbrances for current taxes not yet due or delinquent (or which may be paid without interest or
penalties), or which are being disputed in good faith and for which adequate reserves have been established, (b) mechanics’, carriers’, workers’, repairers’ and
other similar Encumbrances arising or incurred in the ordinary course of business relating to obligations as to which there is no default on the part of the
Companies, or pledges, deposits or other Encumbrances securing the performance of bids, trade contracts, leases or statutory obligations (including workers’
compensation, unemployment insurance or other social security legislation) if the underlying obligations are not delinquent, (c) zoning, entitlement,
conservation restriction and other land use and environmental regulations by governmental authorities that are not violated by any current use, occupancy or
activity conducted by the Companies, and (d) easements, rights of way, licenses and restrictions and other similar encumbrances of the real property or minor
defects or irregularities in title, which do not, individually or in the aggregate, materially detract from the value of the Facilities subject thereto or materially
interfere with the conduct of the business of the Companies.

“Person” – any individual, corporation (including any non-profit corporation), general or limited partnership, limited liability company, joint venture,
estate, trust, association, organization, labor union or other entity or Governmental Body.

“Personal Data” – information collected from any person that, alone or in combination with other information held by the Companies, allows the
identification of or contact with a natural person or can be used to identify a natural person.

“Plans” – as defined in Section 3.11(a).

“Post-Closing Period” – any Tax period beginning after the Closing Date; and, with respect to a Tax period that begins on or before the Closing Date
and ends thereafter, the portion of such Tax period beginning after the Closing Date.

“Pre-Closing Consolidated Return” – as defined in Section 11.3(a).

“Pre-Closing Period” – any Tax period ending on or before the Closing Date; and, with respect to any Tax period that includes but does not end on the
Closing Date, the portion of such period that ends on and includes the Closing Date.
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“Pre-Closing Taxes” – as defined in Section 11.1.

“Proceeding” – any action, arbitration, audit, hearing, investigation, litigation or suit (whether civil, criminal, administrative, investigative or informal)
commenced, brought, conducted or heard by or before, or otherwise involving, any Governmental Body or arbitrator.

“Product” – as defined in Section 3.22.

“Purchase Price” – as defined in Section 2.1.

“Real Property Leases” – as defined in Section 3.6(b).

“Release” – any spilling, leaking, emitting, discharging, depositing, escaping, leaching, dumping or other releasing into the Environment, whether
intentional or unintentional.

“Representative” – with respect to a particular Person, any director, officer, employee, agent, consultant, advisor or other representative of such Person,
including legal counsel, accountants and financial advisors.

“Restrictive Covenants” – as defined in Section 5.10(d).

“SEC” – the Securities and Exchange Commission.

“Securities Act” – the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder.

“Shareholder” – as defined in the Preamble of this Agreement.

“Shares” – as defined in the Recitals of this Agreement.

“Simex” – as defined in the Recitals of this Agreement.

“Simex Supply Agreement” – as defined in Section 2.4.

“Simonton” – as defined in the Recitals of this Agreement.

“Straddle Period” – as defined in Section 11.5.

“Straddle Returns” – as defined in Section 11.4(b).

“Subsidiary” – with respect to any Person, any corporation or other entity of which securities or other interests having the power to elect a majority of
that corporation’s or other entity’s board of directors or similar governing body are held by such Person or one or more of its Subsidiaries; when used without
reference to a particular Person, “Subsidiary” means a Subsidiary of the Companies.
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“Survival Period” – as defined in Section 10.1.

“Tax” – any tax, governmental fee or other like assessment or charge of any kind whatsoever (including, but not limited to, withholding on amounts
paid to or by any Person), together with any interest, penalty, addition to tax or additional amount imposed by any governmental authority (a “Taxing
Authority”) responsible for the imposition of any such tax (domestic or foreign).

“Tax Return” – any return (including any information return), report, statement, schedule, election, declaration, disclosure, schedule, notice, form or
other document or information filed with or submitted to, or required to be filed with or submitted to, any Governmental Body in connection with the
determination, assessment, collection or payment of any Tax.

“Tax Sharing Agreements” – means all existing agreements or arrangements (whether or not written) binding the Companies that provide for the
allocation, apportionment, sharing or assignment of any Tax liability or benefit, or the transfer or assignment of income, revenues, receipts, or gains for the
purpose of determining any Person’s Tax liability (other than agreements entered into in the ordinary course of business the primary purpose of which was not
Tax).

“Taxing Authority” – as defined in the definition of Tax above.

“Termination Date” – as defined in Section 9.1(d).

“Trade Secrets” – as defined in Section 3.19(a).

“Trademarks” – as defined in Section 3.19(a).

“Transaction Expenses” means any fees, costs and expenses incurred or subject to reimbursement by any of the Companies, in each case in connection
with the transactions contemplated hereby (whether incurred prior to or after the date hereof) and not paid prior to the Closing, including: (a) any brokerage,
finders’ or other advisory fees, costs, expenses, commissions or similar payments; (b) any fees, costs and expenses of counsel, accountants or other advisors
or service providers; and (c) any fees, costs and expenses or payments of any of the Companies or any of their respective Affiliates related to any transaction
bonus, discretionary bonus, change-of-control payment, phantom equity payout, “stay-put” or other compensatory payments made (other than pursuant to any
existing severance plans of the Companies described in Section 7.8) to any employee of any of the Companies or any of their respective Affiliates as a result
of the execution of this Agreement or in connection with the transactions contemplated hereby including the employer portion of any employment taxes
payable with respect thereto.
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“Transition Services Agreement” – as defined in Section 7.7.

“Treasury Regulations” – the U.S. Treasury regulations promulgated under the Code.

“WARN Act” – the Worker Adjustment and Retraining Notification Act, and any similar foreign, state, or local law.

1.2 Interpretive Provisions. Unless the express context otherwise requires:

(a) the words “hereof,” “herein” and “hereunder” and words of similar import, when used in this Agreement, shall refer to this Agreement as a whole
and not to any particular provision of this Agreement;

(b) words defined in the singular shall have a comparable meaning when used in the plural, and vice versa;

(c) the words “Dollars” and “$” mean U.S. dollars;

(d) wherever the word “include,” “includes” or “including” is used in this Agreement, it shall be deemed to be followed by the words “without
limitation”;

(e) with respect to the determination of any period of time, the word “from” means “from and including” and the words “to” and “until” each means “to
but excluding”;

(f) the word “or” shall be disjunctive but not exclusive;

(g) the headings contained in this Agreement are intended solely for convenience and shall not affect the rights of the parties to this Agreement; and

(h) if the last day for the giving of any notice or the performance of any act required or permitted under this Agreement is a day that is not a business
day, then the time for the giving of such notice or the performance of such action shall be extended to the next succeeding business day.

2. Sale of the Shares; Closing.

2.1 Sale of Shares. Subject to the terms and conditions of this Agreement, at the Closing, in consideration of One Hundred and Thirty Million U.S.
Dollars ($130,000,000.00) (the “Purchase Price”), the Shareholder agrees to sell, assign, transfer, convey and deliver to Buyer, and Buyer agrees to purchase
and acquire, all of the Shares.

2.2 Purchase Price. The Purchase Price will be paid by Buyer at the Closing in immediately available funds by wire transfer to such account as the
Shareholder shall designate by written notice to Buyer at least two (2) business days prior to Closing.
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2.3 Closing. The closing (the “Closing”) of the transactions contemplated herein will take place electronically by exchange of PDFs (with the actual
physical transfer of the items set forth in Section 2.4(a)(i), (ii) and (iv) being conveyed to Buyer on that date, or on such other date and at such other place as
may be agreed upon in writing between the parties) on the date that is three (3) business days following the satisfaction or waiver of all of the conditions to
closing in Sections 7 and 8 hereof, or (ii) at such other time and place as determined by mutual agreement of the parties; provided that Buyer shall have the
right to extend the timing for Closing for any reason until no later than sixty (60) days after the date hereof.

2.4 Closing Deliveries. At the Closing:

(a) the Shareholder will deliver to Buyer:

(i) stock certificates representing all of the Shares together with such stock powers signed by the Shareholder as Buyer may reasonably request;

(ii) stock certificates representing all of the outstanding shares in the Subsidiaries of Simonton or affidavits and indemnities of loss in lieu
thereof;

(iii) a certificate of each officer and director of the Companies that he or she has no claim of any kind against the Companies and, if required by
Buyer prior to Closing, the resignation of each officer and director;

(iv) the original record books, minute books and equity ownership register of the Companies;

(v) a non-foreign affidavit dated as of the Closing Date, sworn under penalty of perjury and in form and substance required under the Treasury
Regulations issued pursuant to Code Section 1445 stating that the Shareholder is not a “foreign person” as defined in Code Section 1445;

(vi) a certificate, signed by an executive officer of the Shareholder and dated as of the Closing Date, certifying as to the matters set forth in
Sections 7.1 and 7.2(a); and

(vii) such other documents as Buyer or its counsel may reasonably request.

(b) Buyer will deliver to the Shareholder:

(i) the Purchase Price to be paid to the Shareholder at Closing in accordance with Section 2.2; and
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(ii) a certificate, signed by an executive officer of Buyer and dated as of the Closing Date, certifying as to the matters set forth in Sections 8.1 and
8.2(a);

(iii) such other documents as the Shareholder or its counsel may reasonably request.

(c) the Companies and the Shareholder shall enter into a supply agreement (the “Simex Supply Agreement”) in the form set forth herein in Exhibit A,
pursuant to which the Companies will agree to supply vinyl extruded products and patio doors to the Shareholder and its Affiliates on the terms and
conditions set forth therein.

2.5 Treatment of Payments. Any payments made by Buyer or the Shareholder under Section 10 or Section 11 shall be treated as an adjustment to the
Purchase Price for all Tax and accounting purposes, except as otherwise required by Law.

3. Representations and Warranties of the Shareholder.

The Shareholder represents and warrants to Buyer as follows:

3.1 Organization and Good Standing. The Shareholder and each of the Companies is a corporation duly organized, validly existing and in good
standing under the laws of the State of its incorporation. Each of the Companies has full corporate power and authority to conduct its business as it is now
being conducted and to own or use its properties and assets that it purports to own or use. Each of the Companies is duly qualified to do business and is in
good standing (to the extent such concept is applicable) in each jurisdiction where such qualification is necessary, except for those jurisdictions where failure
to be so qualified would not be material to the Companies, taken as a whole.

3.2 Authority and Due Execution. The Shareholder has all requisite power and authority to execute and deliver this Agreement and to consummate and
perform the transactions contemplated hereby. The execution and delivery by the Shareholder of this Agreement and the consummation and performance of
the transactions contemplated hereby has been duly and validly authorized and approved by the board of directors or other applicable governing body of the
Shareholder, and no other proceeding, consent or authorization on the part of the Shareholder is necessary to authorize this Agreement or the consummation
or performance of the transactions contemplated hereby. This Agreement has been duly and validly executed and delivered by the Shareholder and constitutes
a valid and legally binding obligation of the Shareholder, enforceable against the Shareholder in accordance with its terms, subject to applicable bankruptcy,
insolvency, reorganization, moratorium or other similar Legal Requirements, now or hereafter in effect, relating to creditors’ rights generally.
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3.3 No Conflict

(a) Except as set forth on Schedule 3.3, neither the execution and delivery of this Agreement nor the consummation or performance of any of the
transactions contemplated herein will, directly or indirectly (with or without notice or lapse of time):

(i) contravene, conflict with or result in a violation of any provision of the Organizational Documents of the Companies or the Shareholder;

(ii) contravene, conflict with or result in a violation of any Order or Legal Requirement to which the Companies or the Shareholder, or any of the
assets owned or used by the Companies, may be subject;

(iii) contravene, conflict with or result in a violation or breach of any provision of any Contract to which the Companies or the Shareholder is a
party or to which any assets or properties of the Companies are subject; or

(iv) result in the imposition or creation of any Encumbrance other than Permitted Encumbrances upon or with respect to any of the assets owned
or used by the Companies.

Except, in the case of clauses (ii) through (iv), where such contravention, conflict, violation or imposition would be material to the Companies.

(b) Except as set forth on Schedule 3.3 and any approvals required under the Competition Laws, the Shareholder is not and will not be required to give
any notice to or obtain any material Consent from any Person in connection with the execution and delivery of this Agreement or the consummation or
performance of the transactions contemplated herein.

3.4 Capitalization. The Shares transferred by the Shareholder to Buyer at the Closing represent 100% of the issued and outstanding shares of the capital
stock of Simonton. Schedule 3.4 sets forth the complete and accurate list of all of the holders of the shares of capital stock in the Companies, including the
number of such shares owned by each shareholder. All of the outstanding capital stock or other voting securities of each Company other than Simonton is
owned by Simonton, directly or indirectly, free and clear of any Encumbrance (other than any restrictions imposed by Legal Requirement). Other than the
Shares, there are no other equity securities of Simonton or options, warrants, calls or other rights or agreements to buy such securities or securities convertible
into or exchangeable for equity securities of Simonton. The Shares have been duly authorized and validly issued and are fully paid, nonassessable and free of
preemptive rights. There are no outstanding obligations of the Companies to repurchase, redeem or otherwise acquire any Company Securities. No Company
is party to any voting trust or other agreement with respect to the voting, redemption, sale, transfer or other disposition of any Company Securities. There are
no outstanding or authorized restricted stock, restricted stock units, stock appreciation, phantom stock, profit
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participation or similar rights with respect to the Company Securities to which any Company is a party or is bound. The Companies have no authorized or
outstanding bonds, debentures, notes or other Indebtedness the holders of which have the right to vote (or are convertible into, exchangeable for or evidencing
the right to subscribe for or acquire securities having the right to vote) with the shareholders of the Companies on any matter. No Person has any right of first
offer, right of first refusal or preemptive right in connection with any future offer, sale or issuance of Company Securities. There are no Contracts to which
any of the Companies is a party relating to the issuance, sale or transfer of any equity securities or other securities of the Companies. Except as disclosed on
Schedule 3.4, the Companies do not own, and do not have any Contract to acquire, any equity securities or other securities of any Person or any direct or
indirect equity or ownership interest in any other business.

3.5 Financial Statements. The Companies have delivered to Buyer (a) the Companies’ unaudited consolidated balance sheets (the “Balance Sheet”) and
statements of income and cash flows for the fiscal years ended December 31, 2012 and December 31, 2013 (together with the Balance Sheet, the “Financial
Statements”), including in each case the notes thereto and (b) the Companies’ unaudited consolidated balance sheet as of June 30, 2014 and the related
statements of income and cash flows for the 6-month period then ended (collectively, the “Interim Financial Statements”). The Financial Statements and the
Interim Financial Statements fairly present in all material respects the financial condition and the results of operations as at the respective dates of and for the
periods referred to in such Financial Statements and have been prepared, in all material respects, in accordance with GAAP consistently applied by FBHS
during the periods involved, except as indicated in such statements, subject in the case of the Interim Financial Statements to (i) the absence of footnote
disclosures and (ii) changes resulting from normal immaterial year-end adjustments. Except as set forth in the Financial Statements and the Interim Financial
Statements, none of the Companies maintains any “off-balance-sheet arrangement” within the meaning of Item 303 of Regulation S-K of the SEC. The
Companies’ system of internal controls over financial reporting is sufficient to provide reasonable assurance in all material respects that transactions are
recorded as necessary to permit preparation of financial statements in accordance with GAAP, consistently applied.

3.6 Title to Properties; Encumbrances.

(a) Schedule 3.6(a) contains a complete and accurate list of all real property owned by the Companies (the “Owned Real Property”). With respect to
each parcel of Owned Real Property (i) the Companies, as applicable, have good and marketable fee simple title, free and clear of all Encumbrances except
for Permitted Encumbrances, (ii) the Companies have not leased or otherwise granted to any Person the right to use or occupy such parcel of Owned Real
Property or any portion thereof, (iii) there are no outstanding options, rights of first offer or rights of first refusal to purchase such parcel of Owned Real
Property or any portion thereof or interest therein, (iv) there is no pending or, to the Knowledge of the Companies, threatened, appropriation, condemnation or
like proceeding or order materially affecting the Owned Real Property or any part thereof.
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(b) Schedule 3.6(b) contains a correct and complete list of all leases or subleases under which the Companies lease or sublease real property (each, a
“Real Property Lease” and collectively, the “Real Property Leases”) and the street address of the premises demised under each Real Property Lease (each, a
“Leased Real Property” and collectively, the “Leased Real Properties”). The Companies have delivered to Buyer true and complete copies of the Real
Property Leases in effect as of the date hereof (including any amendments, modifications, supplements, extensions, renewals, guaranties and other agreements
relating thereto) and the Companies have not leased or otherwise granted to any Person the right to use or occupy any Leased Real Property or any portion
thereof. Each Real Property Lease is valid and binding on the Companies, as applicable, and, to the Knowledge of the Companies, each other party thereto,
and is in full force and effect. The Companies have performed and complied with all material obligations required to be performed or complied with by them
under each Real Property Lease. There is no material default under any Real Property Lease by the Companies or, to the Knowledge of the Companies, by
any other party, and no event has occurred that with the lapse of time or the giving of notice or both would constitute a material default thereunder by the
Companies, or, to the Knowledge of the Companies, by any other party thereto. The Companies, as applicable, have good and valid leasehold title to each
Leased Real Property, free and clear of all Encumbrances other than Permitted Encumbrances.

(c) The Owned Real Property and Leased Real Property (collectively, the “Facilities”) constitute all of the material real estate used in the operation of
the respective businesses of the Companies.

(d) The Companies own and have good and valid title to the Companies Assets, including all the properties and assets (whether tangible or intangible)
that they purport to own located in the Facilities operated by the Companies or reflected as owned in the books and records of the Companies. Except as set
forth on Schedule 3.6(d), all material properties and assets reflected in the Balance Sheet are free and clear of all Encumbrances other than Permitted
Encumbrances.

3.7 No Undisclosed Liabilities. Except as set forth on Schedule 3.7 and except for those liabilities that are reflected or reserved against on the Balance
Sheet and for liabilities incurred in the ordinary course of business consistent with the past practice since December 31, 2013 or as otherwise contemplated by
this Agreement, the Companies do not have any Liabilities of any nature whatsoever (whether absolute, accrued, contingent or otherwise), that would be
required under GAAP to be reflected in a balance sheet of the Companies, except Liabilities that are, individually or in the aggregate, not material to the
Companies, taken as a whole.
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3.8 Indebtedness. On the Closing Date the Companies shall have no Indebtedness to any Person, including, without limitation, to the Shareholder, other
than normal accounts payable incurred in the ordinary course of business.

3.9 Taxes.

(a) All income and other material Tax Returns filed or required to be filed by or on behalf of the Companies have been filed when due and were true,
correct and complete in all material respects when filed, to the extent solely related to the Companies. All Taxes shown as due and payable on such Tax
Returns and all other material amounts of Taxes due and payable by or on behalf of the Companies have been timely paid. Schedule 3.9 contains a list of all
jurisdictions (whether foreign or domestic) where the Companies currently file income Tax Returns.

(b) The Companies have timely withheld, and will timely withhold, all material Taxes required to have been withheld in connection with amounts paid
or owing to any lender, shareholder, employee, creditor, independent contractor or other Person and have complied in all material respects with all Tax
information reporting provisions of all applicable Legal Requirements.

(c) Except as set forth on Schedule 3.9, the Companies have not requested any extension of time within which to file any material Tax Return that has
not yet been filed. Except as set forth on Schedule 3.9, the Companies have not granted any extension or waiver of the statute of limitations period applicable
to any material Tax Return, which period (after giving effect to such extension or waiver) has not yet expired. The Companies have provided or made
available to Buyer complete and accurate copies of all federal state, local and foreign income and all other material Tax Returns, examination reports and
statements of deficiencies, or, in each case, portion thereof, assessed against or agreed to by the Companies for each of the taxable years ended since
December 31, 2010, to the extent such Tax Returns, examinations reports and statements of deficiency, or, in each case, portion thereof, relate solely to the
Companies.

(d) Except as set forth on Schedule 3.9: (i) there is no material claim, audit, action, suit, proceeding, or investigation pending or proposed or threatened
against or with respect to the Companies by any Taxing Authority, to the extent solely related to the Companies; (ii) no adjustment that would increase the
Tax liability of the Companies in any material respect has been made, or proposed or threatened by a Taxing Authority during any audit of a Pre-Closing
Period; (iii) no Taxing Authority has given written notice of any intention to assert any deficiency or claim for additional Taxes against the Companies; and
(iv) no written claim has been made by any Taxing Authority in a jurisdiction where a Company does not file Tax Returns that it is or may be subject to
taxation by that jurisdiction.
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(e) The Companies have not entered into any material agreement or arrangement with any Taxing Authority with regard to the Tax liability of the
Companies affecting any Tax period for which the applicable statute of limitations, after giving effect to extensions or waivers, has not expired.

(f) Since December 31, 2010, the Companies have not participated in a “reportable transaction” within the meaning of Treasury Regulations
Section 1.6011-4.

(g) The Companies will not be required to include any adjustment in taxable income for any Post-Closing Period as a result of the installment method
of accounting, the completed contract method of accounting, the long-term contract method of accounting, the cash method of accounting, Sections 108(i) or
481 of the Code or comparable provisions of state, local or foreign Tax law.

(h) The transactions contemplated by this Agreement do not constitute a “change in ownership or control” of FBHS within the meaning of Code
Section 280G and the Treasury Regulations thereunder. There are no tax liens on any of the property or assets of the Companies other than liens for Taxes not
yet due or which are being contested in good faith.

(i) No Company has any liability for Taxes of any Person (other than members of the affiliated group, within the meaning of Section 1504(a) of the
Code, filing consolidated federal income Tax returns of which FBHS is the common parent (the “FBHS Group”)) under Treasury Regulations Section 1.1502-
6 or 1.1502-78 or similar provision of state, local or foreign Tax law, as a transferee or successor, by contract, or otherwise. Each Company is a member of the
FBHS Group.

The representations and warranties contained in this Section 3.9 and Sections 3.11 and 3.14 are the sole and exclusive representations and warranties being
made with respect to Taxes and Tax matters in this Agreement.

3.10 No Material Adverse Change. Since December 31, 2013 there has not been any Material Adverse Change.

3.11 Employee Benefits.

(a) Schedule 3.11(a)(1) sets forth a list of each medical, dental, life, disability, vacation pay, bonus, deferred compensation, severance pay, retention
pay, change in control benefit, pension, profit-sharing, retirement, insurance, stock purchase, stock option, equity-based, compensation, benefits, employment,
or other fringe plan, arrangement, contract, agreement, policy, or practice and each other material compensation or benefit plan, arrangement, contract,
agreement, policy, or practice, whether written or oral, in each case either (i) under which any Business Employee (or former service provider of any of the
Companies) has any present or future right to
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benefits and that is sponsored, maintained, or contributed to, or required to be sponsored, maintained, or contributed to, by FBHS or any of its Subsidiaries or
(ii) with respect to which any of the Companies has any direct or indirect liability, contingent or otherwise (collectively, the “Plans”). Schedule 3.11(a)(2)
separately identifies each Plan that is sponsored or maintained by a Company and that will be retained by any Company following the Closing (collectively,
the “Company Plans”).

(b) Except as provided in Section 7.8, neither FBHS nor any of its Subsidiaries has any agreement or commitment (whether or not legally binding) to
create any new Plan or to modify or change any existing Plan, in either case in respect of Business Employees (or any former service provider of any of the
Companies), in any respect unless such agreement or commitment is legally required, nor has the intention to do any of the foregoing been communicated to
any Business Employee (or any former service provider of any of the Companies).

(c) With respect to each material Plan (including for the avoidance of doubt, each Company Plan), the Companies have heretofore delivered to Buyer,
to the extent applicable, true, correct, and complete copies of all documents constituting the most current version of each such Plan, including any related trust
agreements, insurance contracts, or other funding or investment agreements and any amendments thereto, or written summaries of the terms of any such Plan
that is not in writing. With respect to each Company Plan, the Companies have delivered to Buyer, to the extent applicable, true, correct and complete copies
of (i) insurance contracts, (ii) for the most recent plan year, (A) the annual report on Form 5500 and attached schedules, (B) financial statements, and
(C) actuarial valuation reports, and (iii) all material correspondence with any Governmental Body regarding the operation or the administration of any such
Company Plan, and with respect to each such Company Plan intended to qualify under Section 401 of the Code, the most recent determination letter received
from the Internal Revenue Service.

(d) Each Company Plan has been operated and administered in all material respects in accordance with its terms and applicable Legal Requirements.
All contributions required to be made with respect to any Company Plan for any period through the date hereof have now been, or on the Closing Date will
have been, timely made, except for outstanding contributions in the ordinary course, and all contributions not yet due have been accrued for in the financial
statements of the Companies in accordance with applicable accounting procedures. There are no Company Plans that are intended to be qualified under
Section 401(a) of the Code.

(e) Each Plan that is not a Company Plan has been operated and administered in all material respects in accordance with its terms and applicable Legal
Requirements except to the extent noncompliance of such Plan would not result in Liability to any of the Companies.
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(f) There are no pending or, to the Knowledge of the Companies, threatened claims by, on behalf of or against any of the Plans in effect as of the date
hereof or any assets thereof, other than routine benefit claim matters that, if adversely determined, would not reasonably be expected to have, individually or
in the aggregate, a Material Adverse Effect on the Companies, and no material matter is pending (other than routine qualification determination filings) before
any Governmental Body with respect to any Plan.

(g) None of the Companies have maintained, contributed to, or have any Liability, contingent or otherwise, with respect to any plan covered by Title IV
of ERISA, including any “multiemployer plan” (within the meaning of Section 3(37) of ERISA).

(h) No event has occurred and to the Knowledge of the Companies no condition exists, that would, either directly or on a contingent basis, subject any
of the Companies to any Liability under Title IV of ERISA as a result of the Companies being treated as a single employer with FBHS and any of its
Subsidiaries pursuant to Section 414 of the Code or 401(b) of ERISA.

(i) Except as expressly provided for under this Agreement or as set forth on Schedule 3.11(i), neither the execution and delivery of this Agreement nor
the consummation of transactions contemplated herein will (either alone or in combination with another event), entitle any Business Employee (or former
service provider of any of the Companies) to (A) severance pay or any similar payment or any increase in severance pay upon any termination of employment
after the date of this Agreement, (B) any payment, compensation, or benefit, or increase in the amount of any payment, compensation, or benefit due, to any
Business Employee (or former service provider of any of the Companies), (C) acceleration of the time of payment or vesting or any funding (through a
grantor trust or otherwise) of compensation or benefits, (D) any material obligation pursuant to any of the Plans, or (E) any limitation or restriction on the
right, if any, of any of the Companies to merge, amend, or terminate any of the Company Plans.

3.12 Compliance with Legal Requirements; Governmental Authorizations

(a) Except as set forth on Schedule 3.12(a):

(i) the Companies are, and at all times have been, in compliance with each material Legal Requirement that is or was applicable to it or to the
conduct or operation of its business or the ownership or use of any of its assets; and

(ii) the Companies have not received any written notice from any Governmental Body or any other Person regarding any actual or alleged
violation of, or failure to comply with, any material Legal Requirement.
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(b) The Companies have been and are in compliance with the United States Foreign Corrupt Practices Act of 1977 and any other anti-corruption or
anti-bribery Laws of any jurisdiction where the Companies do business.

(c) Schedule 3.12(c) contains a complete and accurate list of each material Governmental Authorization currently held by the Companies. Except as set
forth on Schedule 3.12(c), the Companies are, and have been, in full compliance with all of the material terms and requirements of each such Governmental
Authorization identified or required to be identified on Schedule 3.12(c).

3.13 Legal Proceedings; Orders.

Except as set forth on Schedule 3.13, there is no pending Proceeding:

(i) that has been commenced by or against the Companies; or

(ii) that challenges, or that may have the effect of preventing, delaying, making illegal, or otherwise interfering with, the transactions
contemplated herein.

Except as set forth on Schedule 3.13, to the Knowledge of the Companies, no such Proceeding has been threatened. None of the Shareholder and any of the
Companies is subject to any outstanding Order that prohibits or otherwise restricts the ability of the Shareholder or any of the Companies to consummate fully
the transactions contemplated hereby.

3.14 Absence of Certain Changes and Events. Except as set forth on Schedule 3.14, since December 31, 2013, the Companies have conducted their
respective businesses only in the ordinary course of business consistent with past practice, and there has not been any:

(a) payment or increase by the Companies of any bonuses, salaries or other compensation to any director or officer or employee (other than the
payment of salaries and bonuses to employees in the ordinary course of business consistent with past practices), or entry into any employment, severance or
similar Contract with any director, officer or employee or any amendment to any such employment, severance or similar Contract (except in the ordinary
course of business consistent with past practice or pursuant to compensation plans or agreements in effect on the date hereof);

(b) adoption of, or increase in benefits under, any Plan except as required by the terms thereof, or written or oral agreement for or with any Business
Employees;

(c) damage to or destruction or loss of any asset or property of the Companies, whether or not covered by insurance, which has been material to the
Companies, taken as a whole;
 

20



(d) termination of or receipt of written notice of termination or, to the Knowledge of the Companies, any other communication threatening termination
of (i) any distributorship, manufacturing, co-packing, joint venture or credit agreement or similar agreement, or (ii) any other Contract or transaction
involving a total remaining commitment by or to the Companies of at least $100,000;

(e) sale (other than sales in the ordinary course of business consistent with past practice), lease or other disposition of any material asset or property of
the Companies or mortgage, pledge or imposition of any material lien or other encumbrance on any such asset or property of the Companies;

(f) payment of any dividend or other distribution of the Companies;

(g) collection of accounts receivable of the Companies or payment of accounts payable of the Companies, except in the ordinary course of business
consistent with past practice;

(h) significant labor problem, work stoppage or other similar event or condition (whether or not covered by insurance);

(i) capital expenditure or commitment of addition to property, plant or equipment used in the Business having a value in excess of $100,000;

(j) incurrence, payment, discharge or satisfaction of any material claim, obligation or liability, except in the ordinary course of business;

(k) adoption or proposal of any change in its certificate of incorporation or bylaws or equivalent organizational documents of any of the Companies;

(l) issuance, sale, pledge, disposition, grant, transfer or encumbrance, or authorization of the issuance, sale, pledge, disposition, grant, transfer, or
encumbrance of, any Company Securities;

(m) reclassification, combination, split, subdivision or amendment of the terms of, or redemption, purchase or other acquisition, directly or indirectly,
of any of the Company Securities;

(n) except as may be required by Legal Requirement or GAAP, change in any material respect to any material method, policy, practice, procedure or
principle of financial accounting;

(o) commencement or settlement as of the date hereof (i) any material Proceeding involving or against any of the Companies or (ii) any Proceeding that
relates to the transactions contemplated hereby;
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(p) except as set forth on Schedule 3.9, material Tax election or any change to any material Tax election, settlement or compromise of any claim for a
material Tax refund or any other audit or other proceeding in respect of material Taxes, filing of any material amended Tax Return or consent to any extension
or waiver of any statute of limitations period in respect of a material amount of Taxes; or

(q) agreement, whether oral or written, by the Companies to do any of the foregoing.

3.15 Contracts.

(a) Schedule 3.15(a) contains a complete and accurate list, and the Companies have delivered or made available to Buyer true and complete copies of,
all Material Contracts as of the date hereof. “Material Contracts” means any Contract to which any of the Companies is a party and which falls within any of
the following categories:

(i) each Contract with any employee, leased employee or contract employee;

(ii) each lease, rental or occupancy agreement and other Contract affecting the ownership of, leasing of, title to, use of or any leasehold or other
interest in any real property;

(iii) each licensing agreement or other Contract (i) pursuant to which the Companies use any Licensed Intellectual Property or (ii) pursuant to
which the Companies have granted to a third party any right in or to any Owned Intellectual Property, which reasonably could be material to the operation of
the Companies’ business as currently conducted;

(iv) each Contract with any labor union or association relating to any current or former employee of any of the Companies;

(v) each Contract relating to Indebtedness of any of the Companies;

(vi) each Contract under which any of the Companies would incur any change-in-control payment or similar compensation obligations to its
employees by reason of any this Agreement or any of the transactions contemplated hereby;

(vii) each Contract for the sale, transfer or acquisition of any of the assets, capital stock or businesses of any of the Companies (other than, in the
case of sales or transfers of assets, in the ordinary course of business consistent with past practice) or for the grant to any Person of any preferential rights to
purchase any of the assets, capital stock or businesses of any of the Companies, in each case under which there are material outstanding obligations;
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(viii) each Contract under which any of the Companies has continuing material indemnification obligations to any Person, other than those
entered into in the ordinary course of business consistent with past practice;

(ix) each Contract of any kind that involves an amount in excess of $100,000; and

(x) each Contract containing covenants that in any way purport to restrict the business activity of the Companies or limit the freedom of the
Companies to engage in any line of business or to compete with any Person or that provides for “most favored nations” terms or establishes an exclusive sale
or purchase obligation with respect to any product or geographic location.

(b) Each Material Contract is a valid and binding obligation of one of the Companies, as applicable, is in full force and effect and is enforceable against
the one of the Companies, as applicable, and, to the Knowledge of the Companies, against the other parties thereto, subject to applicable bankruptcy,
insolvency, reorganization, moratorium or other similar Legal Requirements, now or hereafter in effect, relating to creditors’ rights generally. None of the
Companies is in material breach, violation of or default under any Material Contract. To the Knowledge of the Companies, no event has occurred that, with
notice or lapse of time or both, would constitute such a material breach or violation or default by any of the Companies under any Material Contract or the
other parties thereto.

3.16 Environmental Matters. Except as set forth on Schedule 3.16:

(a) The Companies are, and at all times since December 31, 2010 have been, in material compliance with all Environmental Laws. The Companies
have obtained and are in material compliance with all Environmental Permits. No material Environmental Claims have been asserted against the Companies
nor do the Companies have Knowledge of any threatened or pending Environmental Claim against the Companies, and there are no Hazardous Materials
present at any real property currently or formerly owned, leased or operated by any of the Companies or any predecessors in interest, or, to the Knowledge of
the Companies, at any location where Hazardous Material generated or disposed of by any of the Companies are located, in a condition, concentration or
circumstance that is a violation of any Environmental Laws or is in excess of the amount permitted pursuant to Environmental Law. For purposes of this
Section 3.16, the term “Environmental Law” shall not include any changes to the law after the Closing Date.

(b) There are no material pending or, to the Knowledge of the Companies, threatened claims, Encumbrances or other restrictions of any nature resulting
from any Environmental Liabilities or arising under or pursuant to any Environmental Law, with respect to or affecting any of the Facilities or any other
properties and assets (whether real, personal or mixed) in which the Companies have an interest.
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(c) The Companies have made available to Buyer all material records and files in the possession, custody or control of the Companies concerning
compliance with or liability under Environmental Law, including those concerning the actual or suspected existence of Hazardous Material at the Facilities or
real properties currently or formerly owned, operated, leased or used by the Companies.

3.17 Employees.

(a) The Companies have provided to Buyer a complete and accurate list, as of the date hereof, of the following information for each Business
Employee: name; job title; current compensation paid or payable; service credited for purposes of vesting and eligibility to participate under the Plans; part-
time or full-time status; union or non-union status; employee or independent contractor status; and exempt or non-exempt status under the Fair Labor
Standards Act. Within five (5) days prior to the Closing Date, the Shareholder shall deliver to Buyer an updated list to reflect changes in the Business
Employees occurring through such date.

(b) Except for the employees listed in Schedule 3.17(b), no employees or consultants of FBHS and its Subsidiaries other than the Business Employees
are necessary to independently conduct and operate the Business in the manner and to the extent currently conducted by FBHS and its Subsidiaries. As of the
Closing Date, no Business Employee shall be employed or retained as a consultant by FBHS or any of its Subsidiaries other than the Companies.

3.18 Labor Relations; Compliance.

(a) The Companies are not, and for the past 5 years have not been, party to any collective bargaining or other labor Contract, and, to the Knowledge of
the Companies, no Business Employees are otherwise represented by a labor union, labor organization or works council. Except as set forth on Schedule 3.18,
there is not presently pending or existing and, to the Companies’ Knowledge, there is not threatened (i) any strike, slowdown, picketing, work stoppage or
employee grievance process or (ii) any Proceeding against or affecting the Companies relating to the alleged violation of any material Legal Requirement
pertaining to labor relations or employment matters.

(b) None of the Companies has any obligation to inform or consult with any Business Employee or any representative of any Business Employee in
respect of the transactions contemplated by this Agreement.

(c) With respect to the Business Employees, FBHS and its Subsidiaries have complied in all material respects with all Legal Requirements relating to
employment, equal employment opportunity, nondiscrimination, immigration, wages and hours (including overtime and employee classifications),
classification of employees versus independent contractors, benefits, collective bargaining, occupational safety and health
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and plant closing, and none of the Companies are liable for the payment of any material compensation, damages, taxes, fines, penalties or other amounts,
however designated, for failure to comply with any of the foregoing Legal Requirements. No individuals other than the current Business Employees may
validly claim to be a current salaried employee of any of the Companies.

(d) No Company has incurred any liability under the WARN Act that remains unsatisfied. To the extent that, after the Closing, Buyer operates the
Business in substantially the same manner operated by the Companies during the six-month period prior to the Closing, no Company will incur any liability
with respect to any Business Employee under the WARN Act.

3.19 Intellectual Property.

(a) Intellectual property assets (“Intellectual Property Assets”) means all domestic and foreign: (i) patents, industrial designs, patent applications,
industrial design applications, inventions and invention disclosures (“Patents”), (ii) statutory, common law and registered trademarks, slogans, logos, trade
dress, service marks, designs and other indicia of source or origin, social media identifications (such as “Twitter® Handle”) and trade names (including
registrations and applications for registration of any of the foregoing) (“Trademarks”), (iii) copyrights and copyright applications in both published and
unpublished works (“Copyrights”), (iv) trade secrets, manufacturing, process and packaging know-how and other proprietary or confidential information
(“Trade Secrets”), (v) domain names, including registrations and applications to register any of the same and (vi) material computer software programs,
including all source code, object code, specifications, designs and documentation related thereto.

(b) All Intellectual Property Assets used in the operation of the business of the Companies (the “Company Intellectual Property”) is either owned by the
Companies (the “Owned Intellectual Property”) or is used by the Companies pursuant to a valid license Contract (the “Licensed Intellectual Property”).
Schedule 3.19(b) sets forth a complete and accurate list of all of the registered or applied-for Owned Intellectual Property. Except as set forth on Schedule
3.19(b), the Companies own all right, title and interest in and to each of the Owned Intellectual Property set forth on Schedule 3.19(b), free and clear of all
Encumbrances.

(c) The Companies are a party to each of the licenses and agreements set forth on Schedule 3.19(c) relating to Licensed Intellectual Property, pursuant
to which (i) the Companies use any Licensed Intellectual Property or (ii) the Companies have granted to a third party any right in or to any Owned Intellectual
Property. To the Knowledge of the Companies, such licenses and agreements are valid, legal and binding obligations enforceable in accordance with their
terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium or other similar Legal Requirements, now or hereafter in effect, relating to
creditors’ rights generally. To the Companies’ Knowledge, except as set forth on Schedule 3.19(c) or Schedule 3.13, there are no outstanding or threatened
claims with respect to any such license or agreement.
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(d) To the Knowledge of the Companies, neither the conduct of the Business of the Companies, nor the use of the Owned Intellectual Property and the
Licensed Intellectual Property infringes or otherwise violates any Intellectual Property Assets or other proprietary rights of any other Person. Except as set
forth in Schedule 3.13 or 3.19(c), there is no action pending or, to the Knowledge of the Companies, threatened alleging any such infringement or violation or
challenging the Companies rights in or to any Company Intellectual Property.

(e) To the Companies’ Knowledge, upon the Closing, the Companies will continue to have the right to use all Owned Intellectual Property and material
Licensed Intellectual Property on substantially the same terms and conditions as the Companies enjoyed immediately prior to Closing.

(f) The Companies are in material compliance with all applicable Laws regarding the collection, use and protection of Personal Data. To the Knowledge
of the Companies, no suit, action, proceeding, arbitration, claim, review or investigation is pending or threatened against the Companies relating to the
collection or use of Personal Data.

3.20 Brokers or Finders. Except as set forth on Schedule 3.20, none of the Companies, FBHS or the Shareholder has incurred any Liability for
brokerage or finders’ fees or agents’ commissions or other similar payment in connection with this Agreement or the transactions contemplated herein.

3.21 Suppliers and Distributors. Schedule 3.21 sets forth a true and complete list, for the 12 months ended December 31, 2013, of (a) the twenty
(20) largest customers of goods and services of the Companies measured in aggregate sales in U.S. dollars and (b) the twenty (20) largest suppliers of goods
and services to the Companies measured in aggregate purchases in U.S. dollars. Except as set forth on Schedule 3.21, there has not been any material adverse
change in, or written notice of an intent to materially adversely modify, the business relationship between the Companies and any supplier or distributor
named on Schedule 3.15 or Schedule 3.21 and, to the Companies’ Knowledge, no such supplier or distributor intends to terminate or adversely modify any
material term of its agreement with the Companies.

3.22 Product Liability. There are no written statements, citations or decisions by any Governmental Body specifically stating that any product produced
and sold or distributed by or on behalf of the Companies prior to the Closing (each, a “Product”) is defective or unsafe or fails to meet any standards
promulgated by any such Governmental Body in any material respect. For the past 5 years there have been no recalls ordered by any such Governmental
Body or any voluntary recalls by the Companies with respect to any Product.
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3.23 Permits. The Business has obtained all of the material Permits necessary to permit the Business to own, operate, use and maintain its assets in the
manner in which they are now owned, operated, used and maintained and to conduct the Business as currently conducted (the “Business Licenses”).

3.24 Affiliate Transactions. Except as set forth on Schedule 3.24, neither the Shareholder nor any Affiliate of the Shareholder (other than the
Companies) is a party to or the beneficiary of any material Contract with any of the Companies or has any interest in any property used by any of the
Companies.

3.25 Representations on Closing Date. The Representations set forth in this Section 3 shall be true in all material respects on the Closing Date (except
with respect to representations and warranties made as of a specific time).

4. Representations and Warranties of Buyer.

Buyer represents and warrants to the Shareholder as follows:

4.1 Organization and Good Standing. Buyer is a corporation duly organized, validly existing, and in good standing under the laws of the State of
Delaware, with full corporate power and authority to conduct its business as it is now being conducted and to own or use its properties and assets that it
purports to own or use.

4.2 Authority; No Conflict.

(a) Buyer has all requisite power and authority to execute and deliver this Agreement and to consummate and perform the transactions contemplated
hereby. The execution and delivery by Buyer of this Agreement and the consummation and performance of the transactions contemplated hereby has been
duly and validly authorized and approved by the board of directors or other applicable governing body of Buyer, and no other proceeding, consent or
authorization on the part of Buyer is necessary to authorize this Agreement or the consummation or performance of the transactions contemplated hereby.
This Agreement has been duly and validly executed and delivered by Buyer and constitutes the legal, valid, and binding obligation of Buyer, enforceable
against Buyer in accordance with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium or other similar Legal Requirements,
now or hereafter in effect, relating to creditors’ rights generally.

(b) Except for any approvals required under the Competition Laws, Buyer is not and will not be required to obtain any Consent from any Person in
connection with the execution and delivery of this Agreement or the consummation or performance of any of the transactions contemplated herein except
those which have been obtained.
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(c) Except as set forth on Schedule 4.2, neither the execution and delivery of this Agreement nor the consummation or performance of any of the
transactions contemplated herein will, directly or indirectly (with or without notice or lapse of time):

(i) contravene, conflict with or result in a violation of any provision of Buyer’s Organizational Documents;

(ii) contravene, conflict with or result in a violation of any Order or material Legal Requirement to which Buyer, or any of the assets owned or
used by Buyer, may be subject; or

(iii) contravene, conflict with or result in a violation or breach of any provision of any Contract to which Buyer is a Party, other than Contracts
which are immaterial to Buyer.

except, in the case of clause (ii), where such contravention, conflict, violation or imposition would not have a material adverse effect on Buyer’s ability to
consummate the transactions contemplated hereby.

4.3 Sufficient Funds. Subject to the completion of the financing contemplated by that certain debt commitment letter delivered to Buyer by the financial
institutions identified therein, Buyer will have at or prior to the Closing sufficient cash or other sources of immediately available funds to deliver the Purchase
Price. Buyer acknowledges and agrees that its obligations hereunder are not subject to any conditions regarding its ability to obtain financing for the
consummation of the transactions contemplated hereby.

4.4 Certain Proceedings. There is no pending Proceeding that has been commenced against Buyer and that challenges, or may have the effect of
preventing, delaying, making illegal, or otherwise interfering with, any of the transaction contemplated herein. To Buyer’s Knowledge, no such Proceeding
has been threatened.

4.5 Brokers or Finders. Buyer has not incurred any obligation or liability, contingent or otherwise, for brokerage or finders’ fees or agents’ commissions
or other similar payment in connection with this Agreement or the transaction contemplated herein.

5. Covenants of the Shareholder and the Companies.

5.1 Access and Investigation. Between the date of this Agreement and the Closing Date, the Shareholder will, and will cause the Companies to:
(a) afford Buyer and its Representatives reasonable access upon reasonable notice and at reasonable times and in a manner so as not to interfere with the
normal business operations of the Companies to the Companies’ personnel, customers, suppliers, properties, contracts, books and records, and other
documents and data, (b) furnish Buyer with copies of all
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such contracts, books and records, and other existing documents and data as Buyer may reasonably request, and (c) furnish Buyer and Buyer’s
Representatives with such additional financial, operating, and other data and information as Buyer may reasonably request, including furnishing working
capital schedules and the supporting calculations prepared in accordance with the Balance Sheet Rules for the month ended immediately prior to the date of
this Agreement and the months ending between the date of this Agreement and the Closing Date.

5.2 Operation of the Businesses of the Companies. Between the date of this Agreement and the Closing Date, the Shareholder will, and will cause the
Companies to:

(a) conduct the business of the Companies only in the ordinary course of business consistent with past practices, including:

(i) billing and collecting accounts receivable within terms only in the ordinary course of business consistent with past practices, and not offering
terms or discounts outside of the ordinary course of business without the written consent of Buyer;

(ii) payment of accounts payable, Taxes, salaries, wages, benefits and other benefits in the ordinary course of business consistent with past
practices; and

(iii) purchasing inventories and other supplies and services applicable to Business in the ordinary course of business consistent with past
practices;

(b) use commercially reasonable efforts to preserve the current business organization of the Companies, to keep available the services of the workforce,
including, without limitation, current executive officers and key employees of the Companies, and to preserve the relationships with key suppliers and
distributors, landlords, creditors and others having significant business relationships with the Companies;

(c) not take any action which would cause the representation contained in Section 3.14 not to be true at any time between the date of this Agreement
and the Closing Date;

(d) not make any loan, advance or capital contribution to, or investment in, any other Person, other than in the ordinary course of business consistent
with past practice; and

(e) not amend, renew, modify or grant of any waiver or consent under, or enter into any new, Real Property Lease.

Prior to the Closing, Simonton will form a newly incorporated LLC entity in Delaware or West Virginia (“Newco”) which will be merged with
Simonton Building Products, Inc., with Newco being the surviving entity (the “Restructuring”). Buyer agrees that the Restructuring will not violate this
Section 5.2 or any other provision of this Agreement.
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5.3 Required Approvals. As promptly as practicable after the date of this Agreement, the Shareholder will make all filings required by Legal
Requirements to be made by it in order to consummate the transactions contemplated herein (including any required filings under the Hart-Scott-Rodino
Antitrust Improvements Act of 1976, as amended, the filing fees for which shall be at Shareholder’s expense). Between the date of this Agreement and the
Closing Date, the Shareholder will reasonably cooperate with Buyer, at Buyer’s expense, with respect to all filings that Buyer elects to make or is required by
Legal Requirements to make in connection with the transactions contemplated herein.

5.4 Reasonable Best Efforts. Between the date of this Agreement and the Closing Date, the Shareholder will use reasonable best efforts to cause the
conditions in Section 7 to be satisfied. From the date hereof until the earlier of the Closing or the termination of this Agreement in accordance with Article 9,
the Shareholder shall execute such documents and perform such further acts as may be reasonably required to carry out the provisions hereof and the
transactions contemplated hereby.

5.5 Tax Matters. Except as contemplated by Schedule 5.5, prior to the Closing, without the prior written consent of Buyer (not to be unreasonably
withheld) and except as otherwise required by law, none of the Shareholder, the Companies and any Affiliate of the Shareholder shall, to the extent it relates
solely to the Companies, make or change any Tax election, change any annual Tax accounting period, adopt or change any method of Tax accounting, file any
amended Tax Return, enter into any closing agreement, surrender any right to claim a Tax refund, offset or other reduction in Tax liability, consent to any
extension or waiver of the limitations period applicable to any Tax claim or assessment or take or omit to take any other action, if any such action or omission
would have the effect of increasing the Tax liability of the Companies in any taxable period (or portion thereof) beginning after the Closing Date in any
material respect.

5.6 Consents. The Shareholder shall use its reasonable best efforts to obtain on or prior to Closing at its expense the consents identified on Schedule
3.3.

5.7 Closing Indebtedness and Intercompany Payables and Receivables. Prior to the Closing, the Shareholder and the Companies shall eliminate Closing
Indebtedness and intercompany payables and receivables so that at the Closing there shall be no current payables or receivables from affiliates (which were
disclosed in the Balance Sheet under Simonton accounting code 9569900) or Indebtedness.

5.8 Terminations of Transactions with Related Parties. On the Closing Date, all Liabilities between any of the Companies, on the one hand, and the
Shareholder and its Subsidiaries (not including any of the Companies), on the other hand, shall be cancelled or, repaid.
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5.9 Confidentiality. After the Closing, the Shareholder shall hold and shall cause each of its Affiliates to hold, and the Shareholder shall use its
reasonable efforts to cause its and its Affiliates’ respective officers, directors, employees, accountants, counsel, consultants, advisors and agents to hold, in
confidence, unless compelled to disclose by Legal Requirement, all confidential documents and information concerning the Companies, unless (a) such
information becomes publicly available through no fault of such party, (b) disclosure is required in connection with FBHS’s public filings with the Securities
and Exchange Commission, (c) the use of such information is necessary or appropriate in making any filing or obtaining any consent or approval required for
the consummation of the transactions contemplated herein, or (d) the furnishing or use of such information is required by legal proceedings, (and in the case
of (d), the disclosing party shall reasonably cooperate with the other party to obtain confidential treatment).

5.10 Non-Competition; Non-Solicitation.

(a) In order for Buyer to have and enjoy the full benefit of the businesses of the Companies, and as a material inducement to Buyer to enter into this
Agreement (without such inducement Buyer would not have entered into this Agreement), neither FBHS nor any of its Subsidiaries, other than the
Companies, (each a “Restricted Person”) shall, directly or indirectly:

(i) for a period of five years commencing on the Closing Date, undertake, participate or carry on or be engaged in the production, distribution and
sale of vinyl-framed windows in the United States or Canada, or have any financial or other interest in, any other Person who is engaged in the production,
distribution and sale of vinyl-framed windows in the United States or Canada;

(ii) for a period of two years commencing on the Closing Date, solicit, entice, encourage or intentionally influence, or attempt to solicit, entice,
encourage or influence, any employee of the Companies to resign or leave the employ of the Companies or otherwise hire, employ, engage or contract any
management-level employee of the Companies to perform services other than for the benefit of the Companies; or

(iii) for a period of two years commencing on the Closing Date, solicit, entice, encourage or influence, or attempt to solicit, entice, encourage or
influence, any customer of the Companies for vinyl-framed windows (including any Person who has been a customer of the Companies for vinyl-framed
windows at any time during the period of 12 months before the Closing) to alter, reduce or terminate its business relationship with the Companies for the
direct or indirect benefit of any business of such Restricted Person.
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(b) Notwithstanding Section 5.10(a), none of the following activities shall constitute a violation of Section 5.10(a): (i) the advertisement of job
openings by use of newspapers, magazines, the internet and other media not directed at individual prospective employees, consultants or independent
contractors; (ii) the Restricted Person holding not more than 5% of the outstanding securities of any class of any publicly-traded securities of a company that
is engaged in the Business; (iii) the production, sale or distribution of PVC trim or patio doors (whether or not vinyl-framed), or (iv) the purchase by FBHS of
a business where, following the completion of such purchase, less than $40,000,000 of the aggregate sales of FBHS and its Subsidiaries result from activities
which could constitute a violation of Section 5.10(a), which shall be no more than or less than the offers submitted.

(c) For a period of five years commencing on the Closing Date, in the event that FBHS or any of its Subsidiaries engages in an acquisition that would
cause it to not be in compliance with Section 5.10(b)(iv), FBHS shall have one hundred eighty (180) days following such acquisition to engage in a
divestiture (a “Divestiture”) that would result in FBHS being in compliance with Section 5.10(b)(iv) and FBHS shall provide Buyer with a right of first
refusal with respect to such Divestiture. For a period of five years commencing on the Closing Date, in the event that FBHS or any of Subsidiaries intends to
acquire any business that would constitute a violation of Section 5.10(a) but for Section 5.10(b)(iv), FBHS shall provide Buyer the option to purchase such
business at fair market value, upon which FBHS and Buyer shall reasonably agree. In the event that FBHS and Buyer cannot reasonably agree on the fair
market value of such business within 30 days, FBHS and Buyer shall appoint a mutually agreeable appraiser who shall determine the fair market value of
such business.

(d) Notwithstanding anything to the contrary set forth herein, in the event of a breach of any of the provisions of Section 5.10(a) (the “Restrictive
Covenants”):

(i) Buyer and the Companies shall have the right and remedy, without regard to any other available remedy, to (A) have the Restrictive Covenants
specifically enforced by any court of competent jurisdiction and (B) have issued an injunction restraining any such breach without posting of a bond; it being
understood that any breach of any of the Restrictive Covenants would cause irreparable and material Damage to Buyer and the Companies, the amount of
which cannot be readily determined and as to which neither Buyer nor any of the Companies will have any adequate remedy at law or in damages;

(ii) it is the desire and intent of the parties hereto that the Restrictive Covenants be enforced to the fullest extent permissible under the Legal
Requirements and public policies applied in each jurisdiction in which enforcement is sought and if any Restrictive Covenant shall be adjudicated finally to
be invalid or unenforceable, such Restrictive Covenant shall be deemed amended to the extent necessary in order that such provision be valid and enforceable,
the remainder of such Restrictive Covenant shall not thereby be affected and shall be given full effect without regard to invalid portions and such amendment
shall apply only with respect to the operation of the Restrictive Covenant in the particular jurisdiction in which such adjudication is made; and
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(iii) the parties acknowledge and agree that the Restrictive Covenants are necessary for the protection and preservation of the value and the
goodwill of Buyer’s, the Companies’ and each of their Subsidiary’s businesses and are reasonable and valid in geographical and temporal scope and in all
other respects.

5.11 Cooperation. Until the earlier of the consummation of the Closing and such time as this Agreement is terminated in accordance with Article 9, the
Shareholder agrees to, and shall cause each of the Companies to, and shall use commercially reasonable efforts to cause its Representatives to, provide Buyer
and its Representatives with such cooperation, at Buyer’s expense, in connection with the arrangement of financing in connection with the transactions
contemplated hereby (“Financing”) as may be reasonably requested by Buyer, including providing such information and executing such documentation in
connection with the Financing as Buyer may reasonably require; provided that (i) the Shareholder shall not be required to pay any commitment or other
similar fee or incur any other out of pocket expense in connection with any such Financing, (ii) none of the Companies shall be required to pay any
commitment or other similar fee or incur any other out of pocket expense in connection with any such Financing prior to the Closing, (iii) nothing herein shall
require any of the Companies to take any action that would be effective prior to the consummation of the Closing and (iv) none of the Companies shall be
required to execute any agreements prior to the consummation of the Closing unless such agreements and the other documents and instruments referred to
above shall only be effective upon the consummation of the Closing. In addition, until 90 days after the Closing (unless this Agreement is terminated in
accordance with Article 9), the Shareholder shall, at Buyer’s expense, use its commercially reasonable efforts, and shall use its commercially reasonable
efforts to cause its Affiliates and its and their respective Representatives, to (x) cooperate with and provide assistance to Buyer, including providing access to
financial data and related information, valuations, forecasts, income tax information, employees, properties, books, contracts and records, in Buyer’s
preparation of audited financial statements of the Companies and their Subsidiaries as of and for the years ended December 31, 2013 and 2012 and any pro
forma financial statements (1) that Buyer is required under the Exchange Act to file with the SEC as a result of the transactions contemplated by this
Agreement and (2) that Buyer and/or its Affiliates are required to file under the Securities Act if Buyer or its parent undertakes any offering of debt or equity
securities, or that are to be included in any marketing materials or offering documents in connection with any such offering, and (y) cause the Shareholder’s
and its Affiliates’ independent auditors to provide such consent, if any, as is reasonably required with respect to the inclusion of the financial statements in
any filing with the SEC or in any marketing materials or offering documents (subject to any customary and reasonable requirements of such auditors).
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5.12 Insurance Matters.

(a) Buyer acknowledges that the Companies, former Subsidiaries of the Companies, and parties with whom the Companies and such Subsidiaries have
done business (collectively, the “Covered Parties”) have been covered for certain periods under insurance policies maintained by the Shareholder or Affiliates
of the Shareholder. The parties acknowledge that the coverage under these policies will cease to apply to the Covered Parties for occurrences after the Closing
Date. The Shareholder agrees, and shall cause its Affiliates, to allow the Covered Parties to continue to be covered by the insurance policies of the
Shareholder or its Affiliates for pre-Closing occurrences related to the Covered Parties and the Shareholder shall, and shall cause its Affiliates to, maintain
such policies and cooperate fully in the processing of claims related to such occurrences as described in the Transition Services Agreement. With respect to
any event that occurs on or before the Closing Date that gives rise to a claim or claims (an “Insurance Claim”) under any policy or policies of insurance
maintained by the Shareholder or any of its Affiliates (other than policies maintained solely by the Companies) that relate to the assets, business, operations,
employees, officers and managers of the Business (the “Insurance Policies”) (each of which is listed on Schedule 5.12 along with the corresponding policy
number), the Shareholder shall cooperate or cause its Affiliates to cooperate in a commercially reasonable manner in the making of any such Insurance Claim
under any of the applicable Insurance Policies. The Shareholder shall, upon the written request of Buyer, provide to Buyer following the Closing Date, true,
complete and correct copies of all loss-runs under any insurance policies maintained by the Shareholder or any of its Affiliates which relate to the Business.

(b) Shareholder agrees that it will retain Winwood Insurance Company, Ltd. (“Winwood”), and all of the assets and liabilities associated therewith, and
prior to the Closing will cause the transfer of the stock, assets and liabilities of Winwood to Shareholder or one of its Affiliates. Shareholder acknowledges
that Winwood carried on business primarily as a captive reinsurer, participating in workers compensation, general liability and automotive liability
reinsurance contracts, as well as product defect warranty coverage, for the Companies as well as others, and that, although Winwood ceased writing new
business in 2002 and canceled all policies effective July 1, 2006, it continues to have actual and contingent liability under policies still in effect. Accordingly,
Shareholder agrees and covenants, from and after the date of this Agreement, to timely respond to and pay all claims arising under any such policies, whether
those claims are presented after the date of this Agreement to one of the Companies, to Buyer or to FBHS or any of its Affiliates, and to indemnify and hold
the Companies, Buyer and its Affiliates harmless from any such claims and any Damages arising out of or related to such claims.

5.13 PVC Extrusion Lines. Between the date of this Agreement and the Closing Date, Shareholder will cause the PVC extrusion equipment lines, as
well as the related molds and tooling if any, used by Simex, Inc. but on the balance sheets of Fypon LLC to be transferred to Simex, Inc.
 

34



5.14 401(k) Plan Rollovers. Effective no later than 60 days after Closing, FBHS and Buyer will effect a trust-to-trust transfer of account balances (and,
if applicable, promissory notes evidencing loan balances of the Business Employees) of the Business Employees (the “Accounts”) under the Fortune Brands
Home & Security Retirement Savings Plan and the Fortune Brands Home & Security Hourly Employees Retirement Savings Plan (collectively the “FBHS
401(k) Plans”) from the related trusts of the FBHS 401(k) Plans to the 401(k) plan sponsored by Buyer or one of its Affiliates, as applicable (the “Buyer
401(k) Plan”) and its related trust, which Buyer 401(k) Plan and related trust shall accept the transfer (the “Trust Transfer”). The Trust Transfer shall be in
cash or in kind, as agreed by FBHS and Buyer. FBHS shall provide or cause to be provided to Buyer such documentation reasonably requested by Buyer to
ensure the continued qualified status of the FBHS 401(k) Plans after the Closing and prior to the effectiveness of the Trust Transfer. FBHS and Buyer shall
take all such actions necessary to ensure that the Trust Transfer complies with applicable laws. The Shareholder and FBHS have and, prior to the Transfer
Date, shall fully comply with all applicable laws relating to the Accounts.

6. Covenants of Buyer

6.1 Required Approvals. As promptly as practicable after the date of this Agreement, Buyer will make all filings required by Legal Requirements to be
made by it to consummate the transactions contemplated herein (including any required filings under the Hart-Scott-Rodino Antitrust Improvements Act of
1976, as amended, the filing fees for which shall be borne by Buyer). Between the date of this Agreement and the Closing Date, Buyer will cooperate with the
Companies to obtain the consents set forth on Schedule 3.3 and cooperate with the Shareholder with respect to all filings that the Shareholder is required by
Legal Requirements to make in connection with the transactions contemplated hereby.

6.2 Reasonable Best Efforts. Between the date of this Agreement and the Closing Date, Buyer will use reasonable best efforts to cause the conditions in
Section 8 to be satisfied. From the date hereof until the earlier of the Closing or the termination of this Agreement in accordance with Article 9, Buyer shall
execute such documents and perform such further acts as may be reasonably required to carry out the provisions hereof and the transactions contemplated
hereby.

6.3 Employment. Buyer agrees to continue the employment of all full-time Business Employees who are actively employed by the Companies as of the
Closing Date; provided, however, that the foregoing shall not in any way limit the Companies’ right after the Closing Date to terminate the employment of
any employee or change the level of pay or benefits provided to employees subject to the terms of any Company Plan.
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6.4 Release. Between the date of this Agreement and the Closing Date, Buyer will use commercially reasonable efforts to cause a release of FBHS’s
obligations under that certain Guaranty, dated January 7, 2011 issued by FBHS in favor of Easton Town Center II, LLC, but Buyer shall not be required to pay
any monetary sum or modify that certain Office Lease, dated as of January 10, 2011, between Easton Towne Center II, LLC, as landlord, and Simonton
Building Products, Inc., as tenant (as amended by that certain First Amendment, dated as of May 27, 2011, that certain Second Amendment, dated as of
July 1, 2012 and that certain Third Amendment, dated as of July 1, 2013) to obtain such release.

7. Conditions Precedent to Buyer’s Obligation to Close.

Buyer’s obligation to purchase the Shares and to take the other actions required to be taken by Buyer at the Closing is subject to the satisfaction, at or
prior to the Closing, of each of the following conditions (any of which may be waived in writing by Buyer, in whole or in part):

7.1 Accuracy of Representations. The representations and warranties set forth in Section 3 shall be true in all material respects (except that the
representations and warranties set forth in Article 3 that are qualified by materiality (including by the phrase “Material Adverse Effect”, “Material Adverse
Change” or “in all material respects” or any word or phrase of similar import) and the Fundamental Representations shall be true in all respects) as of the date
of this Agreement and as of the Closing Date (except with respect to representations and warranties made as of a specific time which shall be accurate in all
material respects as of such time) as if made on the Closing Date.

7.2 Shareholder Performance.

(a) All of the covenants and obligations that the Shareholder or the Companies are required to perform or to comply with pursuant to this Agreement at
or prior to the Closing shall have been duly performed and complied with in all material respects.

(b) Buyer shall have received at or prior to the Closing such documents, instruments or certificates listed in Section 2.4(a) hereof.

7.3 Simex Supply Agreement. The Simex Supply Agreement shall have been duly executed by Fypon LLC.

7.4 No Injunction. There must not be in effect any Legal Requirement or any injunction or other Order that prohibits the completion of the transactions
contemplated herein.

7.5 Regulatory Consents. All consents required under the Competition Laws in connection with the execution and delivery of this Agreement and the
consummation of the transactions contemplated hereby shall have been made or obtained, as the case may be.
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7.6 Material Adverse Effect. Since the date of the latest Balance Sheet, there shall not have occurred any Material Adverse Effect or Material Adverse
Change.

7.7 Transition Services Agreement. The Transition Services Agreement, between the Shareholder and Simonton in the form set forth herein in Exhibit
B (the “Transition Services Agreement”), shall have been duly executed by the Shareholder.

7.8 Notice of Termination of Severance Plans. The Shareholder shall cause the Companies to provide notice of termination (in a form acceptable to
Buyer), effective 18 months after the date of such notice, of (i) the Fortune Brands Windows, Inc. Executive Severance Plan, effective as of January 1, 2013,
as amended and restated and (ii) the Simonton Salaried Severance Plan, effective as of August 1, 2011, as amended and restated.

8. Conditions Precedent to the Shareholder’s Obligation to Close.

The Shareholder’s obligation to sell to Buyer the Shares and to take the other actions required to be taken by the Shareholder at the Closing is subject to
the satisfaction, at or prior to the Closing, of each of the following conditions (any of which may be waived in writing by the Shareholder, in whole or in
part):

8.1 Accuracy of Representations. The representations and warranties set forth in Section 4 shall be true in all material respects (except that the
representations and warranties set forth in Article 4 that are qualified by materiality (including by the phrase “material adverse effect” or “in all material
respects” or any word or phrase of similar import) shall be true in all respects) as of the date of this Agreement and as of the Closing Date (except with
respect to representations and warranties made as of a specific time which shall be accurate in all material respects as of such time) as if made on the Closing
Date.

8.2 Buyer’s Performance.

(a) All of the covenants and obligations that Buyer is required to perform or to comply with pursuant to this Agreement at or prior to the Closing must
have been performed and complied with in all material respects.

(b) Buyer must have delivered each of the documents required to be delivered by Buyer pursuant to Section 2.4(b) and must have paid the Purchase
Price required to be paid to the Shareholder pursuant to Section 2.2.

8.3 Simex Supply Agreement. The Simex Supply Agreement shall have been duly executed by Simex.
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8.4 No Injunction. There must not be in effect any Legal Requirement or any injunction or other Order that prohibits the transactions contemplated
herein.

8.5 Regulatory Consents. All consents required under the Competition Laws in connection with the execution and delivery of this Agreement and the
consummation of the transactions contemplated hereby shall have been made or obtained, as the case may be.

9. Termination.

9.1 Termination Events. This Agreement may, by notice given prior to or at the Closing, be terminated:

(a) by mutual written consent of Buyer and the Shareholder;

(b) by Buyer (if it is not in breach of its representations, warranties, covenants or agreements under this Agreement so as to cause any of the conditions
set forth in Section 8.1 or 8.2(a) not to be satisfied), upon written notice to the Shareholder, if there has been a material violation, breach or inaccuracy of any
representation, warranty, covenant or agreement of the Shareholder contained in this Agreement, which violation, breach or inaccuracy would cause any of
the conditions set forth in Section 7.1 or 7.2(a) not to be satisfied, and such violation, breach or inaccuracy has not been waived in writing by Buyer or cured
by the Shareholder, as applicable, within 30 days after receipt by the Shareholder of written notice thereof from Buyer or is not reasonably capable of being
cured prior to the Termination Date;

(c) by the Shareholder (if it is not in breach of its representations, warranties, covenants or agreements under this Agreement so as to cause any of the
conditions set forth in Section 7.1 or 7.2(a) not to be satisfied), upon written notice to Buyer, if there has been a material violation, breach or inaccuracy of
any representation, warranty, agreement or covenant of Buyer contained in this Agreement, which violation, breach or inaccuracy would cause any of the
conditions set forth in Section 8.1 or 8.2(a) not to be satisfied, and such violation, breach or inaccuracy has not been waived in writing by the Shareholder or
cured by Buyer within 30 days after receipt by Buyer of written notice thereof from the Shareholder or is not reasonably capable of being cured prior to the
Termination Date;

(d) by either Buyer or the Shareholder if the Closing has not occurred (other than through the failure of any party seeking to terminate this Agreement
to comply fully with its obligations under this Agreement) on or before October 31, 2014, unless otherwise extended by the mutual agreement of the parties
hereto (the “Termination Date”).
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9.2 Effect of Termination. If this Agreement is terminated pursuant to Section 9.1, all further obligations of the parties under this Agreement will
terminate, except that the obligations in Sections 13.1 through 13.5 and 13.11 and this Section 9.2 will survive; provided, however, that if this Agreement is
terminated by a party pursuant to Section 9.1(b) or (c), the terminating party’s right to seek Damages respecting the violation, breach or inaccuracy giving rise
to such termination will survive such termination.

10. Indemnification; Remedies.

10.1 Survival. All of the representations and warranties of the Shareholder and Buyer under this Agreement will survive the Closing for eighteen
(18) months except for the Shareholder’s representations and warranties under Section 3.16 which shall survive for an additional period of twenty four
(24) months (42 months in the aggregate) and except for the Shareholder’s representation and warranties set forth in Section 3.9 which shall survive until
sixty (60) days after the expiration of all applicable statutes of limitations (giving effect to any waiver, mitigation or extension thereof) and all covenants of
the Shareholder (other than the covenants contained in Section 5.2) and Buyer under this Agreement that by their terms are to be performed at or prior to the
Closing shall terminate upon the Closing, the covenants of the Shareholder contained in Section 5.2 will survive the Closing for twelve (12) months and all
covenants of the Shareholder and Buyer that by their terms are to be performed following the Closing shall survive in accordance with their terms (in each
case, the “Survival Period”).

10.2 Indemnification and Payment of Damages by the Shareholder or Buyer.

(a) The Shareholder agrees to indemnify and hold Buyer and its officers, directors, employees and Affiliates (the “Buyer Indemnitees”) harmless from,
and will pay to such indemnified party the amount of, any loss, liability, claim, damage (excluding incidental or consequential damages), or expense
(including costs of investigation and defense and reasonable attorney’s fees), whether or not involving a third-party claim (collectively, “Damages”), arising,
directly or indirectly, from or in connection with (i) any inaccuracy or breach of any representation or warranty made by the Shareholder under this
Agreement, (ii) any breach of any covenant made by the Shareholder under this Agreement, (iii) any environmental claims associated with any 7-Eleven
convenience food stores, (iv) any Liability relating to any plan covered by Title IV of ERISA, including any “multiemployer plan” (within the meaning of
Section 3(37) of ERISA), that has been maintained or contributed to by FBHS or any other corporation or trade or business that, together with FBHS, is or
was at a relevant time treated as a single employer under Section 414 of the Code or Section 4001(b) of ERISA, and any Liability relating to any legal
compliance failures that affected the Accounts prior to the date of the Trust Transfer, (v) the Restructuring, including the failure to obtain any consent required
by reason of the Restructuring, and (vi) the ownership or operation of Winwood and the transfer of Winwood to Shareholder or one of its Affiliates.
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(b) Buyer agrees to indemnify and hold the Shareholder and its officers, directors, employees and Affiliates (the “Shareholder Indemnitees”) harmless
from, and will pay to such indemnified party the amount of, any Damages arising, directly or indirectly, from or in connection with (i) any inaccuracy or
breach of any representation or warranty made by Buyer under this Agreement and (ii) any breach of any covenant made by Buyer under this Agreement.

10.3 Survival Period. No indemnifying party will have any liability (for indemnification or otherwise) with respect to any specific representation,
warranty or covenant unless, on or before the expiration of the applicable Survival Period, unless the party seeking indemnification hereunder notifies such
indemnifying party in writing of a claim for indemnification under Section 10.2, specifying the factual basis of that claim in reasonable detail to the extent
then known by it.

10.4 Limitations on Amount.

The Shareholder will not have any liability in respect of any claim for indemnification pursuant to Section 10.2(a)(i) until the aggregate amount of such
Damages equals or exceeds an amount equal to $1,300,000 (the “Deductible”) in which case Buyer shall be entitled to be indemnified for all such Damages in
excess of the Deductible provided, that, Damages incurred in connection with or arising from any breach of the Fundamental Representations shall not be
subject to the Deductible. Notwithstanding anything herein to the contrary, the maximum aggregate liability for indemnification by the Shareholder pursuant
to Section 10.2(a)(i) is $15,000,000 (the “Cap”); provided, that, for Damages incurred in connection with or arising from any breach of the Fundamental
Representations, the Cap shall be the Purchase Price. Notwithstanding the foregoing, the Deductible and the Cap shall not apply to Damages relating to or
arising out of (i) any claim for indemnification under Section 10.2(a)(iii), (iv), (vi) or (vi), or (ii) intentional or fraudulent misrepresentations.

10.5 Procedure for Indemnification — Third Party Claims.

(a) Promptly after receipt by any indemnified party of written notice of the commencement of any Proceeding against it, such indemnified party will, if
a claim is to be made against an indemnifying party under Section 10.2, give prompt written notice prior to the expiration of the Survival Period to the
indemnifying party of the commencement of such claim, but the failure to promptly notify the indemnifying party will not relieve the indemnifying party of
any liability that it may have to such indemnified party, except to the extent that the indemnifying party demonstrates that the defense of such action is
prejudiced by such indemnified party’s failure to give such prompt notice or where such notice is given after the expiration of the Survival Period.
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(b) If any Proceeding referred to in Section 10.5(a) is brought against any indemnified party and it gives notice to the indemnifying party of the
commencement of such Proceeding, the indemnifying party will be entitled to participate in such Proceeding and, to the extent that it wishes, to assume the
defense of such Proceeding with counsel of its choosing; provided that the indemnifying party shall not be entitled to assume or continue sole control of the
defense of any Proceeding if (i) the Proceeding relates to or arises in connection with any criminal conduct, (ii) the Proceeding seeks an injunction or
equitable relief against any indemnified party, (iii) the Proceeding has or would reasonably be expected to result in Damages in excess of the amounts
available for indemnification pursuant to Section 10.4, (iv) the Proceeding would reasonably be expected to have a material adverse effect on the indemnified
party’s business with any customers, suppliers, vendors or other service providers, or (v) the indemnifying party has denied that such Proceeding is subject to
indemnification pursuant to this Article 10. After notice from the indemnifying party to such indemnified party of its election to assume the defense of such
Proceeding, the indemnifying party will not, as long as the indemnifying party diligently conducts such defense, be liable to such indemnified party under this
Article 10 for any fees of other counsel retained by such indemnified party in connection with the defense of such Proceeding.

10.6 Procedure for Indemnification – Other Claims. A claim for indemnification under Section 10.2 for any matter not involving a third-party claim
may be asserted by an indemnified party only by giving prompt written notice prior to the expiration of the Survival Period to the indemnifying party.

10.7 No Right of Contributions. Neither of the Shareholder or FBHS shall, and none of their respective Affiliates shall, have any right of contribution
against any the Companies, or any of the Companies’ respective former, current, or future general or limited partners, stockholders, managers, members,
controlling persons, management companies or representatives for any claim asserted by any Buyer Indemnitee under this Article 10.

10.8 Limitations on Indemnification. Notwithstanding anything to the contrary in this Agreement, the Shareholder shall have no liability with respect to
claims under Section 10 or Section 11 for any Damages relating to (A) the loss or unavailability of any Tax attribute (including any net operating loss,
deduction, credit or Tax basis) or (B) except with respect to the representations and warranties in Section 3.9(e) and (g) and the covenant in Section 5.5, Taxes
arising in taxable period (or portion thereof) beginning on or after the Closing Date.

10.9 Calculation of Damages. The amount of any Damages payable under Section 10 or Section 11 shall be net of any Tax benefit actually realized by
the Buyer Indemnitees with respect to such Damages in the taxable year the indemnification payment is made, any prior taxable year or in the following two
(2) taxable years.
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11. Tax Indemnification; Tax Matters.

11.1 Tax Indemnification. The Shareholder agrees to indemnify and hold the Buyer Indemnitees harmless from, and will pay to such indemnified party
the amount of, without duplication, any Damages arising, directly or indirectly, from or in connection with (i) Taxes of the Companies for Pre-Closing
Periods, including, if any, as a result of the Restructuring and the transfer of Winwood to Shareholder or one of its Affiliates (“Pre-Closing Taxes”), (ii) Taxes
of any member of an affiliated, consolidated, combined or unitary group of which the Companies are or were members on or prior to the Closing Date by
reason of liability under Treasury Regulations Section 1.1502-6 or 1.1502-78 or comparable provision of foreign, state or local Tax law; or (iii) Taxes or other
payments required to be paid after the date hereof by the Companies to any party under any Tax Sharing Agreement (whether written or not) entered into
prior to the Closing or by reason of being a successor-in-interest or transferee of another entity prior to the Closing; provided, that the Shareholder’s
indemnification obligation under this Section 11.1 shall not include any Taxes arising from transactions not in the ordinary course of business occurring on
the Closing Date after Buyer’s purchase of the Companies.

11.2 Tax Indemnification Procedures.

(a) After the Closing, each party to this Agreement shall promptly notify the other party in writing within ten (10) days of any demand, claim or notice
of the commencement of an audit received by such party from any Taxing Authority or any other Person with respect to Taxes for which such other party is
liable pursuant to this Agreement; provided, however, that a failure to give such notice will not affect such other party’s rights to indemnification under this
Agreement, except to the extent that such party is actually prejudiced thereby. Such notice shall contain factual information (to the extent known) describing
the asserted Tax liability and shall include copies of the relevant portion of any notice or other document received from any Taxing Authority or any other
Person in respect of any such asserted Tax liability.

(b) Payment by an indemnitor of any amount due to an indemnitee under this Agreement shall be made within ten (10) days following written notice by
the indemnitee that payment of such amounts to the appropriate Taxing Authority or other applicable third party is due by the indemnitee, provided that the
indemnitor shall not be required to make any payment earlier than five (5) business days before it is due to the appropriate Taxing Authority or applicable
third party. In the case of a Tax that is contested in accordance with the provisions of Section 11.3, payment of such contested Tax will not be considered due
earlier than the date a “final determination” to such effect is made by such Taxing Authority or a court. For this purpose, a “final determination” shall mean a
settlement, compromise, or other agreement with the relevant Taxing Authority, whether contained in an IRS Form 870 or other comparable form, or
otherwise, or such procedurally later event, such as a closing agreement with the relevant Taxing Authority, an agreement contained in IRS Form 870-AD or
other comparable form, an agreement
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that constitutes a “determination” under Section 1313(a)(4) of the Code, a deficiency notice with respect to which the period for filing a petition with the Tax
Court or the relevant state, local or foreign tribunal has expired or a decision of any court of competent jurisdiction that is not subject to appeal or as to which
the time for appeal has expired.

(c) All amounts required to be paid pursuant to this Section 11 shall be paid promptly in immediately available funds by wire transfer to a bank account
designated by the indemnified party.

11.3 Tax Audits and Contests; Cooperation.

(a) After the Closing Date, except in the case of any audit, claim for refund, or administrative or judicial proceeding involving any asserted Tax liability
or refund with respect to the Companies (any such audit, claim for refund, or proceeding relating to an asserted Tax liability referred to herein as a “Contest”)
relating to a Tax Return of any consolidated, combined or unitary group of which FBHS and the Companies were members, (a “Pre-Closing Consolidated
Return”), and except as provided in subsections (b) and (c) below, Buyer shall control the conduct, through counsel of its own choosing, of any Contest. For
the avoidance of doubt, and notwithstanding anything in subsections (b) and (c) below, FBHS shall have the sole right to conduct any audit, claim for refund,
or administrative or judicial proceeding involving any asserted Tax liability or refund with respect to any Tax Return of any consolidated combined or unitary
group of which FBHS is a member (a “FBHS Contest”) and Buyer shall have no participation rights with respect to any FBHS Contest.

(b) In the case of a Contest after the Closing Date that relates solely to Pre-Closing Taxes of the Companies, FBHS shall control the conduct of such
Contest, but Buyer shall have the right to participate in such Contest at its own expense, and FBHS shall not be able to settle, compromise and/or concede any
portion of such Contest that is reasonably likely to affect the Tax liability of the Companies for any taxable year (or portion thereof) beginning after the
Closing Date without the consent of Buyer, which consent shall not be unreasonably withheld, delayed or conditioned; provided that with respect to any such
Contest other than a FBHS Contest, if FBHS fails to assume control of the conduct of any such Contest within a reasonable period following the receipt by
FBHS of notice of such Contest, Buyer shall have the right to assume control of such Contest; provided that FBHS shall have the right to participate in such
Contest at its own expense, and Buyer shall not settle, compromise and/or concede such Contest without the consent of FBHS, which consent shall not be
unreasonably withheld, delayed or conditioned; provided, further, that, for the avoidance of doubt, any Buyer participation rights shall be limited to Contests
solely involving the Companies.
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(c) In the case of a Contest that relates solely to the Companies for Straddle Periods, Buyer shall control the conduct of such Contest, but FBHS shall
have the right to participate in such Contest at its own expense, and Buyer shall not settle, compromise and/or concede such Contest without the consent of
FBHS, which consent shall not be unreasonably withheld, delayed or conditioned.

(d) FBHS and the Shareholder, on the one hand, and Buyer, on the other hand, agree to furnish or cause to be furnished to each other, upon request, as
promptly as practicable, such information (including access to books and records) and assistance relating to the Companies as is reasonably requested for the
filing of any Tax Returns and the preparation, prosecution, defense or conduct of any Contest. FBHS and the Shareholder, on the one hand, and Buyer, on the
other hand, shall reasonably cooperate with each other in the conduct of any Contest or other proceeding involving or otherwise relating to the Companies (or
their income or assets) with respect to any Tax and each shall execute and deliver such powers of attorney and other documents as are necessary to carry out
the intent of this Section 11.3(d). Any information obtained under this Section 11.3(d) shall be kept confidential, except as may be otherwise necessary in
connection with the filing of Tax Returns or in the conduct of a Contest or other Tax proceeding.

(e) Each of FBHS, the Shareholder, Buyer and the Companies shall (a) use its reasonable best efforts to properly retain and maintain the Tax and
accounting records of the Companies that relate to Pre-Closing Periods for seven (7) years, (b) transfer such records to the Shareholder upon its written
request prior to any such destruction, abandonment or disposition and (c) allow the Shareholder and its affiliates and their respective agents and
representatives, at times and dates reasonably and mutually acceptable to the parties, to from time to time inspect and review such records as the Shareholder
may deem necessary or appropriate; provided, however, that in all cases, such activities are to be conducted by the Shareholder during normal business hours
and at the Shareholder’s sole expense. Any information obtained under this Section 11.3(e) shall be kept confidential, except as may be otherwise necessary
in connection with the filing of Tax Returns or in the conduct of a Contest or other Tax proceeding.

11.4 Preparation of Tax Returns and Payment of Taxes.

(a) FBHS shall prepare (or cause to be prepared), and timely file all Tax Returns of the Companies with respect to any taxable period that ends on or
prior to the Closing that are required to be filed with any Taxing Authority after the Closing Date, and shall pay (or cause to be paid) any Taxes due in respect
of such Tax Returns. FBHS shall prepare such Tax Returns in a manner consistent with past practice, except as otherwise required by applicable law. FBHS
shall (to the extent solely related to the Companies) deliver any such Tax Return, or in the case of a consolidated, combined or unitary Tax Return, the portion
of any such Tax Return that relates to the Companies, to Buyer for its review at least twenty (20) days prior to the date on which such Tax Return is required
to be filed. If Buyer disputes any item on such Tax Return, the parties shall use reasonable efforts to resolve their differences concerning the items of dispute.
If any
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item of dispute remains unresolved for a period of twenty (20) days after the delivery of a the notice of dispute, either party shall be entitled to submit the
dispute to a mutually agreeable internationally recognized independent registered public accounting firm that has not had a material relationship with the
parties within the two years preceding the date of this Agreement (the “Independent Accountant”). The party submitting the dispute shall instruct the
Independent Accountant to render a determination as to each unresolved item of dispute within sixty (60) days after its retention and the parties shall
cooperate fully with the Independent Accountant so as to enable it to make such determination as quickly and as accurately as practicable within such time
period. The Independent Accountant shall consider only those outstanding items of dispute. Each party may submit a “position paper” to the Independent
Accountant setting forth the position of such party with respect to such Item of Dispute, and the parties may discuss such matters with the Independent
Accountant; provided that no party shall have ex parte discussions with the Independent Account. The Independent Accountant shall immediately submit
copies of all documents and other data made available by one party to the other party. The Independent Accountant’s determination as to each item of dispute
submitted to it shall be in writing and shall be conclusive and binding upon the parties. The fees and expenses of the Independent Accountant shall be
allocated to be paid by the parties based on the percentage which the portion of the contested amount not awarded to each party bears to the amount actually
contested by such party, as determined by the Independent Accountant.

(b) Buyer shall prepare (or cause to be prepared) and file or cause to be filed when due all Tax Returns that are required to be filed by or with respect to
the Companies (other than those Tax Returns described in Section 11.4(a) or any Tax Returns related to the FBHS Group). With respect to Tax Returns that
are required to be filed by or with respect to the Companies for Straddle Periods (“Straddle Returns”), such Straddle Returns shall be prepared in a manner
consistent with past practice (unless otherwise required by applicable law), and the Shareholder shall be responsible for the Pre-Closing Taxes due in respect
of such Straddle Returns in accordance with Section 11.1. Buyer shall notify the Shareholder of any amounts due from the Shareholder in respect of any
Straddle Return no later than ten (10) business days prior to the date on which such Straddle Return is due, and the Shareholder shall remit such payment to
Buyer no later than five (5) business dates prior to the date such Straddle Return is due. Buyer shall deliver any Straddle Return to the Shareholder for its
review at least ten (10) days prior to the date on which such Tax Return is required to be filed. If the Shareholder disputes any item on such Tax Return,
procedures similar to Section 11.4(a) shall govern the resolution of such dispute.

(c) Without the prior written consent of the FBHS, which consent shall not be unreasonably withheld, conditioned or delayed, and except as otherwise
required by Law, Buyer shall not (A) amend, re-file, file or permit any Company to amend, re-file, or file any Tax Returns for a taxable period ending before
the Closing Date or any Straddle
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Period Tax Return or (B) offer to extend or waive, or cause to be offered to extend or waive, or permit any Company to offer to extend or waive, any statute
of limitations or other period for the assessment of any Tax or deficiency related to a taxable period ending before the Closing Date or with respect to any
Straddle Period Tax Return.

11.5 Straddle Periods. For purposes of this Agreement, in the case of any Taxes of the Companies that are payable with respect to any Tax period that
begins before and ends after the Closing Date (a “Straddle Period”), the portion of any such Taxes that constitutes Pre-Closing Taxes shall: (i) in the case of
Taxes that are either (x) based upon or related to income or receipts or (y) imposed in connection with any sale, transfer or assignment or any deemed sale,
transfer or assignment of property (real or personal, tangible or intangible), be deemed equal to the amount that would be payable if the Tax year or period
ended on the Closing Date; and (ii) in the case of Taxes (other than those described in clause (i) above) that are imposed on a periodic basis with respect to the
business or assets of the Companies or otherwise measured by the level of any item, be deemed to be the amount of such Taxes for the entire Straddle Period
(or, in the case of such Taxes determined on an arrears basis, the amount of such Taxes for the immediately preceding Tax period) multiplied by a fraction the
numerator of which is the number of calendar days in the portion of the Straddle Period ending on the Closing Date and the denominator of which is the
number of calendar days in the entire Straddle Period. For purposes of clause (i) of the preceding sentence, any exemption, deduction, credit or other item
(including, without limitation, the effect of any graduated rates of Tax) that is calculated on an annual basis shall be allocated to the portion of the Straddle
Period ending on the Closing Date on a pro rata basis determined by multiplying the total amount of such item allocated to the Straddle Period times a
fraction, the numerator of which is the number of calendar days in the portion of the Straddle Period ending on the Closing Date and the denominator of
which is the number of calendar days in the entire Straddle Period. In the case of any Tax based upon or measured by capital (including net worth or long-
term debt) or intangibles, any amount thereof required to be allocated under this Section 11.5 shall be computed by reference to the level of such items on the
Closing Date. The parties hereto will, to the extent permitted by applicable law, elect with the relevant Taxing Authority to treat a portion of any Straddle
Period as a short taxable period ending as of the close of business on the Closing Date. Buyer and the Shareholder agree that any deductions associated with
Transaction Expenses shall be included as deductions of the Companies in all Tax Returns for the Pre-Closing Periods to the extent permitted by Legal
Requirement and further agree, except as otherwise required by Legal Requirement, that the “next day rule” of Treasury Regulations Section 1.1502-76(b)(1)
(ii)(B) has no application with respect to such Transaction Expenses. Buyer and Shareholder further agree to apply the safe harbor election set forth in
Internal Revenue Service Revenue Procedure 2011-29 to determine the amount of any success based fees in connection with this Agreement.
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11.6 Refunds.

(a) The Shareholder will be entitled to any credits and refunds (including interest received thereon) in respect of any Taxes for which the Shareholder
has agreed to indemnify Buyer pursuant to Section 10 or Section 11 (including, for the avoidance of doubt, any refund or credits for any taxable period of the
Companies ending on or before the Closing Date or for the portion of any Straddle Period ending on the Closing Date) With respect to any net operating loss
generated after the Closing Date, the Companies shall elect to waive any carryback under Code Section 172(b)(3). Buyer shall pay over to the Shareholder
any such refund or credit within ten (10) days after receipt or entitlement thereto.

(b) Except as provided in Sections 11.6(a) and the Companies will be entitled to any refunds (including any interest received thereon) in respect of any
federal, state, local or foreign Tax liability of the Companies.

11.7 Transfer Taxes. All transfer, documentary, sales, use, stamp, registration, value added and other such Taxes and fees (including any penalties and
interest) incurred in connection with the transactions contemplated hereby shall be borne fifty percent (50%) by Buyer and fifty percent (50%) by the
Shareholder when due. The party required under Applicable Law shall timely file any Tax Return with respect to such Taxes (and the non-filing party shall
cooperate with respect thereto as necessary) and such party will provide such Tax Return to the other party for the other party’s review and approval at least
ten (10) days prior to the date such Tax Return is filed.

11.8 Tax Sharing Agreements. Except as provided in Schedule 11.8, any and all existing Tax Sharing Agreements to which the Shareholder and the
Companies are a party shall be terminated as of the Closing Date. After the Closing Date, the Companies shall have no further rights or liabilities thereunder.

12. Guarantee.

12.1 Guarantee by FBHS. FBHS hereby guarantees the full and complete performance by the Shareholder of its obligations hereunder, including,
without limitation, its obligations to indemnify Buyer with respect to indemnification claims under Section 10.2 hereof.

13. General Provisions.

13.1 Expenses. Except as otherwise expressly provided in this Agreement, each party to this Agreement will bear its respective expenses incurred in
connection with the preparation, execution, and performance of this Agreement, including all fees and expenses of agents, representatives, counsel, and
accountants (“Expenses”) and the Shareholder shall pay the Transaction Expenses of the Companies that have not been paid prior to the Closing.
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13.2 Public Announcements. Unless consented to by the Shareholder in advance or required by Legal Requirements, prior to the Closing, Buyer shall
keep this Agreement strictly confidential and may not make any disclosure of this Agreement to any Person. Unless consented to by Buyer in advance or
required by Legal Requirements, prior to the Closing, the Shareholder shall keep this Agreement strictly confidential and may not make any disclosure of this
Agreement to any Person; provided that the foregoing shall not restrict disclosures of information made by or on behalf of Buyer and/or its Affiliates or
successors, on the one hand, to its Affiliates, financing sources, accountants, and consultants, on the other hand, so long as Buyer notifies such Person of its
commitment to confidentiality and remains responsible for any breach of confidentiality by such Person. Notwithstanding the foregoing, immediately after
execution of this Agreement, the parties shall issue press releases in the forms attached hereto as Exhibit C. The Companies and Buyer will consult with each
other concerning the means by which the Companies’ employees, customers, suppliers and distributors and others having dealings with the Companies will
be informed of the transaction contemplated herein, and Buyer will have the right to be present for any such communication.

13.3 Confidentiality. Between the date of this Agreement and the Closing Date, Buyer and the Shareholder will maintain in confidence any written,
oral, or other information obtained in confidence in connection with this Agreement or the transaction contemplated herein, unless (a) such information
becomes publicly available through no fault of such party, (b) the use of such information is necessary or appropriate in making any filing or obtaining any
consent or approval required for the consummation of the transactions contemplated herein, or (c) the furnishing or use of such information is required by
legal proceedings, in which case, the disclosing party shall reasonably cooperate with the other party to obtain confidential treatment.

13.4 Notices. All notices, consents, waivers, and other communications under this Agreement must be in writing and will be deemed to have been duly
given when (a) delivered by hand (with written confirmation of receipt), (b) sent by facsimile or electronic mail (with confirmation of receipt) or (c) reputable
commercial overnight delivery service (including Federal Express and U.S. Postal Service overnight delivery service), in each case to the appropriate
addresses, facsimile numbers and email addresses set forth below (or to such other addresses, facsimile numbers and email addresses as a party may designate
by notice to the other parties):
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To the Shareholder or FBHS:

Fortune Brands Home & Security, Inc.
520 Lake Cook Road
Deerfield, Illinois 60015-5611
Attn: General Counsel
Fax No.: 847-484-4490
e-mail: Robert.Biggart@fbhs.com

To Buyer:

Ply Gem Industries, Inc.
5020 Weston Parkway, Suite 400
Cary, North Carolina 27513
Attn: Tim Johnson, General Counsel
Fax No.: (919) 677-3914
e-mail: Tim.Johnson@plygem.com

13.5 Jurisdiction. Any action or proceeding seeking to enforce any provision of, or based on any right arising out of, this Agreement and the
transactions contemplated hereby shall be brought against any of the parties in the Court of Chancery of the State of Delaware (and, with respect to claims as
to which such court refuses to accept jurisdiction, the federal district court for the District of Delaware or if such federal district court refuses to accept
jurisdiction, the state courts of the State of Delaware), and each of the parties consents to the jurisdiction of such court (and of the appropriate appellate
courts) in any such action or proceeding and waives any objection to venue laid therein.

13.6 Waiver. Except as otherwise expressly provided herein, neither the failure nor any delay by any party in exercising any right, power, or privilege
under this Agreement or the documents referred to in this Agreement will operate as a waiver of such right, power, or privilege, and no single or partial
exercise of any such right, power, or privilege will preclude any other or further exercise of such right, power, or privilege or the exercise of any other right,
power, or privilege.

13.7 Entire Agreement and Modification. This Agreement supersedes all prior agreements between the parties with respect to its subject matter and
constitutes a complete and exclusive statement of the terms of the agreement between the parties with respect to its subject matter. This Agreement may not
be amended except by a written agreement executed by the party to be charged with the amendment expressly referencing this Agreement and the intent to so
amend this Agreement.

13.8 Assignments and Successors. Neither party may assign any of its rights under this Agreement without the prior consent of the other parties except
that Buyer may assign its rights under this Agreement to (i) any Subsidiary of Buyer or (ii) its financing sources solely for collateral purposes, in each case, so
long as Buyer remains liable for its obligations hereunder. Subject to the preceding sentence, this Agreement will apply to, be binding in all respects upon,
and inure to the benefit of the successors and permitted assigns of the parties.
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13.9 Severability. If any provision of this Agreement is held invalid or unenforceable by any court of competent jurisdiction, the other provisions of
this Agreement will remain in full force and effect. Any provision of this Agreement held invalid or unenforceable only in part or degree will remain in full
force and effect to the extent not held invalid or unenforceable.

13.10 Use of Fortune Brands Name. Buyer shall promptly after the Closing amend the Organizational Documents of Simonton so that it no longer
contains the words “Fortune Brands” in its Organizational Documents.

13.11 Governing Law. This Agreement and all claims or causes of action (whether in contract or tort) that may be based upon, arise out of or relate to
this Agreement or the negotiation, execution or performance of this Agreement shall be governed by the laws of the State of Delaware, regardless of the laws
that might otherwise govern under applicable principles of conflict of laws thereof.

13.12 No Third Party Beneficiaries. Nothing in this Agreement shall confer any rights, remedies or claims upon any Person not a party or a permitted
assignee of a party to this Agreement, other than the Companies, the Buyer Indemnitees and the Shareholder Indemnitees (and any of their respective
successors, heirs, personal representatives or permitted assigns.).

13.13 Counterparts. This Agreement may be executed in one or more counterparts, each of which shall be deemed to be an original but all of which
shall constitute one and the same agreement. The exchange of copies of this Agreement and of signature pages by electronic mail or facsimile transmission
shall constitute effective execution and delivery of this Agreement as to the parties and may be used in lieu of the original Agreement for all purposes.
Signatures of the parties transmitted by electronic mail or facsimile shall be deemed to be their original signatures for all purposes.

13.14 Waiver of Jury Trial. EACH PARTY HERETO ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH MAY ARISE
UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE IT HEREBY IRREVOCABLY
AND UNCONDITIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR
INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT AND ANY OF THE AGREEMENTS DELIVERED IN CONNECTION
HEREWITH OR TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY. EACH PARTY HERETO CERTIFIES AND ACKNOWLEDGES THAT
(A) NO REPRESENTATIVE, AGENT OR
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ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE
EVENT OF LITIGATION, SEEK TO ENFORCE SUCH WAIVER, (B) IT UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF SUCH
WAIVER, (C) IT MAKES SUCH WAIVER VOLUNTARILY, AND (D) IT HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG
OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 13.14.

IN WITNESS WHEREOF, the parties have executed and delivered this Agreement as of the date first written above.
 

Ply Gem Industries, Inc.

By:  /s/ Shawn K. Poe
 Shawn K. Poe
 Vice President

Fortune Brands Windows & Doors, Inc.

By:  /s/ Robert K. Biggart
 Robert K. Biggart
 Vice President & Assistant Secretary

Fortune Brands Home & Security, Inc.

By:  /s/ Robert K. Biggart
 Robert K. Biggart
 Senior Vice President, General Counsel &
 Secretary
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Exhibit A

Simex Supply Agreement

See attached.



Exhibit B

Transition Services Agreement

See attached.



Exhibit C

Press Releases

See attached.



Exhibit 10.1

EXECUTION VERSION

AMENDMENT NO. 2 TO CREDIT AGREEMENT

This Amendment No. 2 to Credit Agreement (this “Amendment”) is entered into as of August 20, 2014 by and among Fortune Brands Home &
Security, Inc., a Delaware corporation (the “Borrower”), JPMorgan Chase Bank, N.A., individually and as administrative agent (the “Administrative Agent”),
and the other financial institutions signatory hereto. Unless otherwise specified herein, capitalized terms used in this Amendment shall have the meanings
ascribed to them in the Credit Agreement (as defined below), and Section 1.03 of the Credit Agreement shall apply to this Amendment.

RECITALS

A. The Borrower, the Administrative Agent and the other financial institutions signatory thereto are party to that certain Credit Agreement dated as of
August 22, 2011 (as previously amended by Amendment No. 1 dated as of July 23, 2013, the “Credit Agreement”).

B. The Borrower, the Administrative Agent and the undersigned Lenders wish to amend the Credit Agreement on the terms and conditions set forth
below.

C. The Borrower has requested, and certain of the Lenders (as identified on Exhibit B hereto, the “Increasing Lenders”) are willing to make available to
the Borrower, additional Revolving Commitments and Term Commitments pursuant to Section 2.09(d) of the Credit Agreement on the terms and conditions
set forth herein.

Now, therefore, in consideration of the mutual execution hereof and other good and valuable consideration, the parties hereto agree as follows:

1. Amendment to Credit Agreement. Upon the Effective Date (as defined in Section 4 below), the Credit Agreement shall be amended as follows:

(a) The second sentence of the definition of “Revolving Commitment” contained in Section 1.01 of the Credit Agreement shall be
amended and restated in its entirety to read as follows:

The amount of each Revolving Lender’s Revolving Commitment as of the Amendment No. 2 Date after giving effect to Amendment No. 2 is set
forth on Schedule 2.01.

(b) The second sentence of the definition of “Term Commitment” contained in Section 1.01 of the Credit Agreement shall be amended and
restated in its entirety to read as follows:

The amount of each Term Lender’s Term Commitment as of the Amendment No. 2 Date is set forth on Schedule 2.01.

(c) Section 1.01 of the Credit Agreement shall be amended by adding the following new definitions in the appropriate alphabetical order:

“Amendment No. 2” means that certain Amendment No. 2 to Credit Agreement dated as of August 20, 2014 by and among the
Borrower, the Administrative Agent and the Lenders signatory thereto.



“Amendment No. 2 Date” means August 20, 2014, the “Effective Date” as defined in Amendment No. 2.

“Incremental Term Loan” means a Term Loan made pursuant to Section 2.09(d).

(d) Section 2.09(d) of the Credit Agreement shall be amended by replacing the reference to “$500,000,000” in the first sentence thereof
with a reference to “$1,000,000,000” and adding the following sentence at the end of such section:

The parties acknowledge that the $325,000,000 of incremental Revolving Commitments and $175,000,000 of incremental Term Commitments
made available to the Borrower pursuant to Amendment No. 2 constitute a utilization of the incremental availability contemplated by this
Section 2.09(d) such that, after giving effect thereto, the aggregate amount of incremental Revolving Commitments and/or Term Commitments
which may be sought or obtained pursuant to this Section 2.09(d) after the Amendment No. 2 Date may not exceed $500,000,000.

(e) The Term Loan amortization schedule set forth in Section 2.10(a) of the Credit Agreement shall be deleted and replaced with the
following:

 
Payment Date     Amount

First Anniversary of the Amendment
No. 1 Date     

0% of Term Loan principal amount as of the Amendment No. 1 Date

Second Anniversary of the
Amendment No. 1 Date     

5% of Term Loan principal amount as of the Amendment No. 1 Date plus 5% of the initial
principal amount of each Incremental Term Loan made after the Amendment No. 1 Date

Third Anniversary of the
Amendment No. 1 Date     

10% of Term Loan principal amount as of the Amendment No. 1 Date plus 10% of the initial
principal amount of each Incremental Term Loan made after the Amendment No. 1 Date

Fourth Anniversary of the
Amendment No. 1 Date     

10% of Term Loan principal amount as of the Amendment No. 1 Date plus 10% of the initial
principal amount of each Incremental Term Loan made after the Amendment No. 1 Date

Term Maturity Date     Aggregate unpaid principal amount of Term Loans

(f) Schedule 2.01 of the Credit Agreement shall be deleted and replaced with the form of Schedule 2.01 attached hereto as Exhibit A.
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2. Term Loans.

(a) Subject to the terms and conditions set forth herein, each Increasing Lender severally agrees to make a Term Loan to the Borrower on
the Effective Date in a principal amount equal to the amount set forth opposite its name on such Exhibit B under the heading “Incremental Term
Commitment”.

(b) (i) Each Term Loan made pursuant to Section 2(a) of this Amendment shall be made as part of a Term Borrowing which is a
Eurodollar Borrowing with an initial Interest Period of one month. At the time of such Term Borrowing pursuant to Section 2(a) of this Amendment, the
Interest Period applicable to all previously made Term Loans which are outstanding shall be terminated and such Term Loans shall be continued for such one
month Interest Period.

(ii) The failure of any Increasing Lender to make any Term Loan required to be made by it pursuant to such Section 2(a) shall not
relieve any other Increasing Lender of its obligations hereunder; provided, that the Term Commitments of the Increasing Lenders are several and no
Increasing Lender shall be responsible for any other Increasing Lender’s failure to make a Term Loan as required hereunder.

(iii) Each Term Loan made pursuant to Section 2(a) of this Amendment shall constitute a Term Loan for purposes of the Credit
Agreement from and after the Effective Date and rank pari passu in all respects with all other Term Loans, regardless of when made.

(iv) Sections 2.03 and 2.07 of the Credit Agreement shall apply to and govern the Term Loans made under Section 2(a) of this
Amendment on the Effective Date.

(v) No amount of any Term Loan made under Section 2(a) of this Amendment which is repaid or prepaid by the Borrower may be
reborrowed.

(c) On the Effective Date, the Risk Participation (as defined below) of each Revolving Lender with a Revolving Commitment, shall be
transferred and assumed by the Increasing Lenders with a Revolving Commitment on a pro rata basis in accordance with their respective Revolving
Commitments under the Credit Agreement after giving effect to this Amendment, such that all such Revolving Credit Exposure will be held ratably by the
Revolving Lenders on a pro rata basis in accordance with their respective Revolving Commitments under
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the Credit Agreement after giving effect to this Amendment. “Risk Participation” means, at any date, the aggregate amount of funded and unfunded
obligations of any Lender to purchase participations from or make payments for the account of the Swingline Lender pursuant to Section 2.05(c) of the Credit
Agreement and any Issuing Bank pursuant to Section 2.06(d) of the Credit Agreement.

(d) The Term Commitments corresponding to the Term Loans to be made pursuant to Section 2(a) of this Amendment on the Effective
Date (i) shall terminate upon the making of such Term Loans on the Effective Date and (ii) shall not be considered a Term Commitment for purposes of
Section 2.12(a) of the Credit Agreement.

(e) Each Lender party hereto hereby waives any entitlement under Section 2.16 of the Credit Agreement to any and all amounts which
would otherwise have been payable thereunder in respect of the consummation on the Effective Date of the transactions contemplated hereby.

3. Representations and Warranties of the Borrower. The Borrower represents and warrants that as of the Effective Date:

(a) The execution, delivery and performance by the Borrower of this Amendment have been duly authorized by all necessary corporate
action (and, if required, stockholder action) and this Amendment is a legal, valid and binding obligation of the Borrower enforceable against the Borrower in
accordance with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors’ rights generally and
subject to general principles of equity, regardless of whether considered in a proceeding in equity or at law;

(b) Each of the representations and warranties contained in the Credit Agreement (after giving effect to this Amendment and treating this
Amendment as a Credit Document for purposes thereof) is true and correct in all material respects (but in all respects if such representation or warranty is
qualified by “material” or “Material Adverse Effect”) on and as of the Effective Date as if made on such date, or to the extent such representations and
warranties expressly relate to an earlier date, on and as of such earlier date; provided, however, that for purposes of the foregoing (i) the reference in
Section 3.04(b) of the Credit Agreement to “December 31, 2012” shall be deemed a reference to “December 31, 2013” and (ii) the reference in the definition
of “Disclosed Matters” to “Amendment No.1 Date” shall be deemed a reference to “Amendment No. 2 Date”; and

(c) No Default has occurred and is continuing.

4. Effective Date. This Amendment shall become effective on the date and at the time (the “Effective Date”) upon which all of the following
conditions have been satisfied:

(a) the execution and delivery of this Amendment by the Borrower, the Administrative Agent, the Required Lenders and the Increasing
Lenders;

(b) the Administrative Agent (or its counsel) shall have received copies of (i) a certificate of the Secretary or Assistant Secretary of the
Borrower, dated the
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Effective Date, (A) certifying resolutions of the Borrower’s board of directors authorizing the transactions contemplated hereunder and (B) attaching the
Borrower’s certificate of incorporation (certified as of a recent date by the Delaware Secretary of State) and bylaws and certifying that the foregoing are in
full force and effect as of the Amendment No. 2 Date, and (ii) a certificate of good standing of the Borrower, as of a recent date, from the Secretary of State of
Delaware;

(c) the Administrative Agent (or its counsel) shall have received a certificate of a Financial Officer of the Borrower dated the Effective
Date, certifying that (i) the representations and warranties of the Borrower set forth in the Credit Agreement (after giving effect to this Amendment and
treating this Amendment as a Credit Document for purposes thereof) are true and correct in all material respects (but in all respects if such representation or
warranty is qualified by “material” or “Material Adverse Effect”) on and as of the Effective Date, or to the extent such representations and warranties
expressly relate to an earlier date, on and as of such earlier date; provided, however, that for purposes of the foregoing (i) the reference in Section 3.04(b) of
the Credit Agreement to “December 31, 2012” shall be deemed a reference to “December 31, 2013” and (ii) the reference in the definition of “Disclosed
Matters” to “Amendment No.1 Date” shall be deemed a reference to “Amendment No. 2 Date”; and (ii) no Default has occurred or is continuing;

(d) the Administrative Agent shall have received a favorable written opinion (addressed to the Administrative Agent and the Lenders and
dated the Effective Date) of Chadbourne & Parke LLP, counsel for the Borrower, in form and substance reasonably satisfactory to the Administrative Agent
and covering such matters relating to the Borrower, this Amendment and the Credit Agreement as amended hereby as the Administrative Agent shall
reasonably request. The Borrower hereby requests such counsel to deliver such opinion.

(e) the Administrative Agent shall have received evidence satisfactory to it that substantially concurrently with the effectiveness of this
Amendment the Borrower is paying all accrued interest and fees owing pursuant to the Credit Agreement and the principal amount of all outstanding
Revolving Loans, it being understood that any such payments may be made out of the proceeds of loans made on the Effective Date;

(f) the Increasing Lenders, the Administrative Agent and the Lead Arrangers shall have received all fees required to be paid, and all
expenses for which invoices have been presented at least one (1) Business Day before the Effective Date, on or before the Effective Date;

(g) each Increasing Lender shall have received from the Borrower any promissory notes requested (to the extent requested at least 1 day
prior to the Effective Date) pursuant to, and in accordance with, Section 2.10(e) of the Credit Agreement; and

(h) the Administrative Agent (or its counsel) shall have received, in form and substance satisfactory to it, such additional certificates,
documents and other information as the Administrative Agent shall reasonably require.
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In the event the Effective Date has not occurred on or before September 30, 2014, this Amendment shall not become operative and shall be of no force or
effect.

5. Reference to and Effect Upon the Credit Agreement; Other.

(a) Except as specifically amended above, the Credit Agreement and the other Credit Documents shall remain in full force and effect and
are hereby ratified and confirmed, as amended. Each party to the Credit Documents shall hereafter have and perform the obligations, and be entitled to the
rights and remedies, applicable to it pursuant to the terms and conditions of the Credit Documents as amended hereby.

(b) The execution, delivery and effectiveness of this Amendment shall not operate as a waiver of any right, power or remedy of the
Administrative Agent or any Lender under the Credit Agreement or any Credit Document, nor constitute a waiver of any provision of the Credit Agreement
or any Credit Document, except as specifically set forth herein. Upon the effectiveness of this Amendment, each reference in the Credit Agreement to “this
Agreement”, “hereunder”, “hereof”, “herein” or words of similar import shall mean and be a reference to the Credit Agreement as amended hereby.

(c) The parties hereto acknowledge and agree that (i) this Amendment does not constitute a novation, payment and reborrowing or
termination of the Obligations under the Credit Agreement and the other Credit Documents as in effect prior to the Effective Date, and (ii) such Obligations
are in all respects continuing with only the terms being modified as provided in this Amendment.

(d) The parties agree that (i) the execution and delivery hereof and the satisfaction of the conditions to effectiveness set forth in Section 4
above shall be deemed to satisfy the conditions set forth in Section 2.09(d) of the Credit Agreement with respect to the incremental Revolving Commitments
and incremental Term Commitments contemplated hereby and (ii) the incremental Commitments and Term Loans extended pursuant to this Amendment shall
be deemed extended pursuant to and in compliance with such Section.

(e) The parties hereto acknowledge and agree that this Amendment is a Credit Document.

6. Costs and Expenses. The Borrower hereby affirms its obligation under Section 9.03 of the Credit Agreement to reimburse the Administrative
Agent for all reasonable out-of-pocket expenses incurred by the Administrative Agent in connection with the preparation, negotiation, execution and delivery
of this Amendment, including but not limited to the reasonable fees, charges and disbursements of a single counsel for the Administrative Agent with respect
thereto.

7. Governing Law. This Amendment shall be construed in accordance with and governed by the laws of the State of New York.

8. Headings. Section headings in this Amendment are included herein for convenience of reference only and shall not constitute a part of this
Amendment for any other purposes.
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9. Counterparts. This Amendment may be executed in any number of counterparts, each of which when so executed shall be deemed an original
but all such counterparts shall constitute one and the same instrument. Delivery of an executed signature page of this Amendment by facsimile transmission
or electronic mail shall be effective as delivery of manually executed counterpart hereof.

[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties have executed this Amendment as of the date and year first above written.
 

FORTUNE BRANDS HOME & SECURITY, INC., as
Borrower

By  /s/ Matthew C. Lenz
Name:  Matthew C. Lenz
Title:  VP & Treasurer

 
[Signature Page to Amendment No. 2 to Credit Agreement]



JPMORGAN CHASE BANK, N.A., individually and as
Administrative Agent

By  /s/ Peter S. Predun
Name:  Peter S. Predun
Title:  Executive Director

 
[Signature Page to Amendment No. 2 to Credit Agreement]



BANK OF AMERICA N.A., as a Lender

By   /s/ David Catherall
Name:  David Catherall
Title:  Managing Director

 
[Signature Page to Amendment No. 2 to Credit Agreement]



BARCLAYS BANK PLC, as a Lender

By  /s/ Christopher R. Lee
Name:  Christopher R. Lee
Title:  Assistant Vice President

 
[Signature Page to Amendment No. 2 to Credit Agreement]



CITIBANK, N.A., as a Lender

By  /s/ Lisa Huang
Name:  Lisa Huang
Title:  Attorney-in-Fact

 
[Signature Page to Amendment No. 2 to Credit Agreement]



Credit Suisse AG, Cayman Islands Branch, as a
Lender

By  /s/ Alain Daoust
Name:  Alain Daoust
Title:  Authorized signatory

By  /s/ Michael Spaight
Name:  Michael Spaight
Title  Authorized signatory

 
[Signature Page to Amendment No. 2 to Credit Agreement]



WELLS FARGO BANK, N.A., as a Lender

By  /s/ Charles Reed
Name:  Charles Reed
Title:  Managing Director

 
[Signature Page to Amendment No. 2 to Credit Agreement]



MIZUHO BANK, LTD., as a Lender

By  /s/ David Lim
Name:  David Lim
Title:  Authorized Signatory

 
[Signature Page to Amendment No. 2 to Credit Agreement]



SUNTRUST BANK, as a Lender

By  /s/ Vinay Desai
Name:  Vinay Desai
Title:  Vice President

 
[Signature Page to Amendment No. 2 to Credit Agreement]



U.S. Bank National Association, as a Lender

By  /s/ James DeVries
Name:  James DeVries
Title:  Senior Vice President

 
[Signature Page to Amendment No. 2 to Credit Agreement]



The Bank of Tokyo Mitsubishi UFJ, Ltd. as a Lender

By  /s/ Thomas Danielson
Name:  Thomas Danielson
Title:  Authorized Signatory

 
[Signature Page to Amendment No. 2 to Credit Agreement]



COMPASS BANK, as a Lender

By:  /s/ Khoa Duong
Name:  Khoa Duong
Title:  Vice President

 
[Signature Page to Amendment No. 2 to Credit Agreement]



CITIZENS BANK, NATIONAL ASSOCIATION, as a Lender

By  /s/ Lisa Garling
Name:  Lisa Garling
Title:  Vice President

 
[Signature Page to Amendment No. 2 to Credit Agreement]



THE BANK OF NOVA SCOTIA, as a Lender

By  /s/ Laura Gimena
Name:  Laura Gimena
Title:  Director

By  /s/ Juan Pablo Jimenez
Name:  Juan Pablo Jimenez
Title:  Associate Director
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PNC BANK, NATIONAL ASSOCIATION, as a Lender

By  /s/ W.J. Bowne
Name:  W.J. Bowne
Title:  Senior Vice President

 
[Signature Page to Amendment No. 2 to Credit Agreement]



HSBC Bank USA, N.A., as a Lender

By  /s/ Meredith Philips
Name:  Meredith Philips
Title:  Assistant Vice President

 
[Signature Page to Amendment No. 2 to Credit Agreement]



The Northern Trust Company, as a Lender

By  /s/ Joshua Metcalf
Name:  Joshua Metcalf
Title:  Officer

 
[Signature Page to Amendment No. 2 to Credit Agreement]



EXHIBIT A

Schedule 2.01

Commitments
 
Lender   

Revolving
Commitment    

Term
Commitment1    

Total
Commitment  

JPMorgan Chase Bank, N.A.   $ 80,925,000    $ 43,575,000    $ 124,500,000  
Bank of America, N.A.   $ 80,925,000    $ 43,575,000    $ 124,500,000  
Barclays Bank PLC   $ 80,925,000    $ 13,825,000    $ 94,750,000  
Citibank, N.A.   $ 80,925,000    $ 43,575,000    $ 124,500,000  
Credit Suisse AG   $ 80,925,000    $ 43,575,000    $ 124,500,000  
Wells Fargo Bank, N.A.   $ 80,925,000    $ 43,575,000    $ 124,500,000  
Mizuho Bank, Ltd.   $ 58,500,000    $ 31,500,000    $ 90,000,000  
SunTrust Bank   $ 58,500,000    $ 31,500,000    $ 90,000,000  
U.S. Bank National Association   $ 58,500,000    $ 31,500,000    $ 90,000,000  
The Bank of Tokyo-Mitsubishi UFJ, Ltd.   $ 52,000,000    $ 42,750,000    $ 94,750,000  
Compass Bank   $ 52,000,000    $ 43,000,000    $ 95,000,000  
Citizens Bank, National Association   $ 52,000,000    $ 28,000,000    $ 80,000,000  
The Bank of Nova Scotia   $ 43,875,000    $ 23,625,000    $ 67,500,000  
PNC Bank, National Association   $ 43,875,000    $ 23,625,000    $ 67,500,000  
HSBC Bank USA, N.A.   $ 35,100,000    $ 18,900,000    $ 54,000,000  
The Northern Trust Company   $ 35,100,000    $ 18,900,000    $ 54,000,000  

    
 

    
 

    
 

TOTAL   $975,000,000    $525,000,000    $1,500,000,000  
    

 
    

 
    

 

 
1 Notwithstanding anything in the Credit Agreement to the contrary, (a) amounts on this schedule under the heading “Term Commitment” shall represent,

for each Lender, the outstanding amount of such Lender’s Term Loan on the Amendment No. 2 Date after giving effect to the Term Loans contemplated by
Amendment No. 2 and (b) immediately after the making of such Term Loans on the Amendment No. 2 Date, the amount of unfunded Term Commitments
will be zero.



EXHIBIT B

Incremental Amendment No. 2 Commitments2

 

Lender   

Incremental
Revolving

Commitment    

Incremental
Term

Commitment    

Total
Incremental
Commitment  

JPMorgan Chase Bank, N.A.   $ 25,675,000    $ 13,825,000    $ 39,500,000  
Bank of America, N.A.   $ 25,675,000    $ 13,825,000    $ 39,500,000  
Barclays Bank PLC   $ 25,675,000    $ 13,825,000    $ 39,500,000  
Citibank, N.A.   $ 25,675,000    $ 13,825,000    $ 39,500,000  
Credit Suisse AG   $ 25,675,000    $ 13,825,000    $ 39,500,000  
Wells Fargo Bank, N.A.   $ 25,675,000    $ 13,825,000    $ 39,500,000  
Mizuho Bank, Ltd.   $ 19,500,000    $ 10,500,000    $ 30,000,000  
SunTrust Bank   $ 19,500,000    $ 10,500,000    $ 30,000,000  
U.S. Bank National Association   $ 19,500,000    $ 10,500,000    $ 30,000,000  
The Bank of Tokyo-Mitsubishi UFJ, Ltd.   $ 19,500,000    $ 10,500,000    $ 30,000,000  
Compass Bank   $ 19,500,000    $ 10,500,000    $ 30,000,000  
Citizens Bank, National Association   $ 19,500,000    $ 10,500,000    $ 30,000,000  
The Bank of Nova Scotia   $ 14,625,000    $ 7,875,000    $ 22,500,000  
PNC Bank, National Association   $ 14,625,000    $ 7,875,000    $ 22,500,000  
HSBC Bank USA, N.A.   $ 12,350,000    $ 6,650,000    $ 19,000,000  
The Northern Trust Company   $ 12,350,000    $ 6,650,000    $ 19,000,000  

    
 

    
 

    
 

TOTAL   $325,000,000    $175,000,000    $500,000,000  
    

 
    

 
    

 

 
2 Lenders identified herein as having an Incremental Revolving Commitment and/or an Incremental Term Commitment are “Increasing Lenders”.



EXHIBIT 31.1

CERTIFICATION

I, Christopher J. Klein, certify that:
 

1. I have reviewed this quarterly report on Form 10-Q for the quarter ended September 30, 2014 of Fortune Brands Home & Security, Inc.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

 

 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 

 
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 

 c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 

 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

 

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 

 a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 

 b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: October 31, 2014
 

/s/ Christopher J. Klein
Christopher J. Klein
Chief Executive Officer



EXHIBIT 31.2

CERTIFICATION

I, E. Lee Wyatt, Jr., certify that:
 

1. I have reviewed this quarterly report on Form 10-Q for the quarter ended September 30, 2014 of Fortune Brands Home & Security, Inc.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

 

 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 

 
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 

 c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 

 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

 

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 

 a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 

 b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: October 31, 2014
 

/s/ E. Lee Wyatt, Jr.
E. Lee Wyatt, Jr.
Senior Vice President and
Chief Financial Officer



EXHIBIT 32

JOINT CEO/CFO CERTIFICATE REQUIRED PURSUANT TO 18 U.S.C. SECTION 1350 AS ADOPTED PURSUANT TO SECTION 906 OF
THE SARBANES-OXLEY ACT OF 2002

Each of the undersigned, the Chief Executive Officer and the Senior Vice President and Chief Financial Officer of Fortune Brands Home &
Security, Inc. (the “Company”), hereby certifies pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the
Quarterly Report of the Company on Form 10-Q for the period ended September 30, 2014, as filed with the Securities and Exchange Commission on the date
hereof (the “Report”), fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information
contained in the Report fairly presents, in all material respects, the financial condition and the results of operations of the Company.

Dated: October 31, 2014
 

/s/ Christopher J. Klein
Christopher J. Klein
Chief Executive Officer

/s/ E. Lee Wyatt, Jr.
E. Lee Wyatt, Jr.
Senior Vice President and
Chief Financial Officer

A signed original of this written statement required by Section 906 has been provided to Fortune Brands Home & Security, Inc. and will be retained by
Fortune Brands Home & Security, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.


