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Cautionary Note Regarding Forward-Looking Statements
Certain information included in this report and in our other materials we have filed or will file with the Securities and Exchange
Commission (SEC), as well as information included in oral statements or other written statements made or to be made by us, contains
or may contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1955 (the PSLRA).
Those statements provide our future expectations or forecasts and can be identified by our use of words such as anticipate,
estimate, expect, project, intend, plan, believe, outlook, and other words or phrases of similar meaning in connection
with any discussion of future operating or financial performance or the outcome of contingencies such as liabilities or legal proceedings.
From time to time, forward-looking statements also are included in other periodic reports on Forms 10-Q and 8-K, in press releases, in
presentations, on our website and in other materials released to the public. Any or all of the forward-looking statements included in this
report and in any other reports or public statements made by us are not guarantees of future performance and may turn out to be
inaccurate. This can occur as a result of incorrect assumptions or as a consequence of known or unknown risks and uncertainties. Many
factors mentioned in this report or in other reports or public statements made by us, including, without limitation, those relating to
macroeconomic conditions, debt, liquidity, access to raw materials, competition, dependency on key customers, domestic and foreign
government regulation and markets, protection of our intellectual property rights, labor matters, and adverse judgments and any related
liabilities, will be important in determining our future performance. Consequently, actual results may differ materially from those that
might be anticipated from our forward-looking statements. For discussion of factors that we believe could cause our actual results to
differ materially from expected and historical results see Item 1A  Risk Factors below.
Forward-looking statements speak only as of the date they are made. We undertake no obligation to publicly update any forwardlooking statements, whether as a result of new information, future events or otherwise. This discussion is provided as permitted by the
PSLRA, and all of our forward-looking statements are expressly qualified in their entirety by the cautionary statements contained or
referenced in this section.
4
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PART I
ITEM 1. BUSINESS
Armstrong World Industries, Inc. (AWI or the Company) is a Pennsylvania corporation incorporated in 1891. When we refer to
we, our and us in this report, we are referring to AWI and its subsidiaries. We are a leading global producer of flooring products
and ceiling systems for use primarily in the construction and renovation of residential, commercial and institutional buildings. We
design, manufacture and sell flooring products (primarily resilient and wood) and ceiling systems (primarily mineral fiber, fiberglass
and metal) around the world. We also design, manufacture and sell kitchen and bathroom cabinets in the U.S.
The Armstrong World Industries, Inc. Asbestos Personal Injury Settlement Trust (Asbestos PI Trust) and Armor TPG Holdings LLC
(TPG) together hold more than 60% of AWIs outstanding shares and have entered into a shareholders agreement pursuant to which
the Asbestos PI Trust and TPG have agreed to vote their shares together on certain matters.
Reportable Segments
We operate five business segmentsBuilding Products, Resilient Flooring, Wood Flooring, Cabinets and Unallocated Corporate. See
Note 3 to the Consolidated Financial Statements and Item 7 Managements Discussion and Analysis of Financial Condition and Results
of Operations of this Form 10-K for additional financial information on our reportable segments.
Markets
We are well positioned in the industry segments and markets in which we operateoften holding a leadership or significant market share
position. The major markets in which we compete are:
North American Residential. Our Building Products, Resilient Flooring, Wood Flooring and Cabinets segments sell products for use in
the home. Our ceiling products compete against mineral fiber and fiberglass products from other manufacturers, as well as drywall.
Homeowners can choose from our vinyl and wood flooring products, for which we are North Americas largest provider, or from our
laminate flooring products. We compete directly with other domestic and international suppliers of these products. Our flooring
products also compete with carpet and ceramic products, which we do not offer. In the kitchen and bath areas, we compete with
thousands of other cabinet manufacturers ranging from large diversified corporations to small local craftsmen.
Our products are used in new home construction and existing home renovation work. Industry analysts estimate that existing home
renovation (also known as replacement / remodel) work represents approximately two-thirds of the total North American residential
market opportunity. Key U.S. statistics that indicate market opportunity include existing home sales (a key indicator for renovation
opportunity), housing starts, housing completions, interest rates and consumer confidence. For our Resilient Flooring and Wood
Flooring products, we believe there is some longer-term correlation between these statistics and our revenue after reflecting a lag period
between change in construction activity and our operating results of several months. However, we believe that consumers preferences
for product type, style, color, availability and affordability also significantly affect our revenue. Further, changes in inventory levels and/
or product focus at national home centers and our building materials distributors can also significantly affect our revenue. Sales of our
ceiling products for residential use appear to follow the trend of existing home sales, with a several month lag period between the
change in existing home sales and our related operating results.
North American Commercial. Many of our products, primarily ceilings and Resilient Flooring, are used in commercial and institutional
buildings. Our revenue opportunities come from new construction as well as renovation of existing buildings. Renovation work is
estimated to represent approximately two-thirds of the total North American commercial market opportunity. Most of our revenue
comes from four major segments of commercial building  office, education, retail and healthcare. We monitor U.S. construction starts
and follow new projects. We have found that our revenue from new construction can lag behind
5
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construction starts by as much as one year. We also monitor office vacancy rates, gross domestic product (GDP) and general
employment levels, which can indicate movement in renovation and new construction opportunities. We believe that these statistics,
taking into account the time-lag effect, provide a reasonable indication of our future revenue opportunity from commercial renovation
and new construction.
Outside of North America. Most of our revenues generated outside of North America are in Europe and are commercial in nature. For
the countries in which we have significant revenue, we monitor various national statistics (such as GDP) as well as known new projects.
Revenues come primarily from new construction and renovation work.
The following table provides an estimate of our segments 2011 net sales, by major markets.
(Estimated percentages of individual
segments sales)

North American
Residential
New

Building Products
Resilient Flooring
Wood Flooring
Cabinets


5 %
30 %
50 %

North American
Commercial

Renovation
10
30
70
45

New
%
%
%
%

10 %
5 %

5 %

Outside of North
America

Renovation
40
30



New
%
%

25 %
10 %



Renovation
15
20



Total
%
%

100
100
100
100

%
%
%
%

Management has used estimates in creating the table above because the end use of our products is not always easily determinable.
Geographic Areas
See Note 3 to the Consolidated Financial Statements and Item 7. Managements Discussion and Analysis of Financial Condition and
Results of Operations of this Form 10-K for additional financial information by geographic areas.
Customers
We use our reputation, capabilities, service and brand recognition to develop long-standing relationships with our customers. We
principally sell products through building materials distributors, who re-sell our products to retailers, builders, contractors, installers and
others. In the commercial sector, we also sell to several contractors and to subcontractors alliances. In the North American retail
channel, which sells to end-users in the residential and light commercial segments, we have important relationships with national home
centers such as The Home Depot, Inc. and Lowes Companies, Inc. In the North American residential sector, we have important
relationships with major home builders and buying groups.
Approximately two-thirds of our consolidated net sales are to distributors. Sales to large home centers account for approximately 15%
of our sales in the Americas. Our remaining sales are to contractors and retailers.
No customer accounted for 10% or more of our total consolidated net sales during the last three years.
Working Capital
We produce goods for inventory and sell on credit to our customers. Generally, our distributors carry inventory as needed to meet local
or rapid delivery requirements. We sell the vast majority of our products to select, pre-approved customers using customary trade terms
that allow for payment in the future. These practices are typical within the industry.
6
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Competition
We face strong competition in all of our businesses. Principal attributes of competition include product performance, product styling,
service and price. Competition in North America comes from both domestic and international manufacturers. Additionally, some of our
products compete with alternative products or finishing solutions. Our resilient, laminate and wood flooring products compete with
carpet and ceramic products, and our ceiling products compete with drywall and exposed structure (also known as open plenum). There
is excess industry capacity for certain products in some geographies, which tends to increase price competition. The following
companies are our primary competitors:
Building Products  CertainTeed Corporation (a subsidiary of Saint-Gobain), Chicago Metallic Corporation, Georgia-Pacific
Corporation, Knauf AMF GmbH & Co. KG, Lafarge SA, Odenwald Faserplattenwerk GmbH, Rockfon A/S, Saint-Gobain and USG
Corporation.
Flooring segments  Amtico International, Inc., Beaulieu International Group, N.V., Boa-Franc, Inc., Congoleum Corporation, Faus,
Inc., Forbo Holding AG, Gerflor Group, Interface, Inc., IVC Group, Krono Holding AG, LG Floors, Mannington Mills, Inc., Metroflor
Corporation, Mullican Flooring, L.P., Mohawk Industries, Inc., Pfleiderer AG, Shaw Industries, Inc., Somerset Hardwood Flooring, and
Tarkett AG.
Cabinets  American Woodmark Corporation, Cardell Cabinetry, Fortune Brands Home & Security Inc., Masco Corporation, and
Norcraft Companies.
Raw Materials
Raw materials are purchased worldwide in the ordinary course of business from numerous suppliers. The principal raw materials used in
each business include the following:
Business

Principal Raw Materials

Building Products

Mineral fibers, fiberglass, perlite, waste paper, pigments, clays, starches, and steel used in the
production of metal ceilings and for our WAVE joint ventures manufacturing of ceiling grid

Resilient Flooring

Polyvinylchloride (PVC) resins and films, plasticizers, backings, limestone, pigments, linseed oil,
inks and stabilizers

Wood Flooring

Hardwood lumber, veneer, coatings and stains

Cabinets

Lumber, veneer, plywood, particleboard and components, such as doors and hardware

We also purchase significant amounts of packaging materials and consume substantial amounts of energy, such as electricity and natural
gas, and water.
In general, adequate supplies of raw materials are available to all of our businesses. However, availability can change for a number of
reasons, including environmental conditions, laws and regulations, shifts in demand by other industries competing for the same
materials, transportation disruptions and/or business decisions made by, or events that affect, our suppliers. There is no assurance that a
significant shortage of raw materials will not occur.
Prices for certain high usage raw materials can fluctuate dramatically. Cost increases for these materials can have a significant adverse
impact on our manufacturing costs. Given the competitiveness of our markets, we may not be able to recover the increased
manufacturing costs through increasing selling prices to our customers.
7
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Sourced Products
Some of the products that we sell are sourced from third parties. Our primary sourced products include various flooring products
(laminate, wood, vinyl sheet and tile), specialized ceiling products, and installation-related products and accessories for some of our
manufactured products. We purchase some of our sourced products from suppliers that are located outside of the U.S., primarily from
Asia and Europe. Sales of sourced products represented approximately 10% to 15% of our total consolidated revenue in 2011, 2010, and
2009.
In general, we believe we have adequate supplies of sourced products. However, we cannot guarantee that a significant shortage will not
occur.
Seasonality
Generally our sales tend to be stronger in the second and third quarters of our fiscal year following the timing of new construction,
renovation, and home sales.
Patent and Intellectual Property Rights
Patent protection is important to our business. Our competitive position has been enhanced by U.S. and foreign patents on products and
processes developed or perfected within AWI or obtained through acquisitions and licenses. In addition, we benefit from our trade
secrets for certain products and processes.
Patent protection extends for varying periods according to the date of patent filing or grant and the legal term of a patent in the various
countries where patent protection is obtained. The actual protection afforded by a patent, which can vary from country to country,
depends upon the type of patent, the scope of its coverage and the availability of legal remedies. Although we consider that, in the
aggregate, our patents, licenses and trade secrets constitute a valuable asset of material importance to our business, we do not regard any
of our businesses as being materially dependent upon any single patent or trade secret, or any group of related patents or trade secrets.
Certain of our trademarks, including without limitation,
, Armstrong®, Allwood, Alterna, Arborcrest, Arteffects®,
®
®
®
Bruce , Calibra, Cirrus , Coronet, Cortega , Dundee, DLW, Dune, Excelon®, Fine Fissured, FireGuard, Imperial®, Initiator,
Laurel, Luxe Plank, Manchester®, Medintech®, Medintone®, Memories, Metalworks, Natural Creations®, NaturCote, Optima®,
Plano, Scala®, SoundSoak®, Stonetex®, Station Square, StrataMax®, Timberline®, ToughGuard®, Ultima®, Waverly, and
Woodworks® are important to our business because of their significant brand name recognition. Trademark protection continues in some
countries as long as the mark is used, and continues in other countries as long as the mark is registered. Registrations are generally for
fixed, but renewable, terms.
We review trademarks annually for potential impairment. See the Critical Accounting Estimates section of Item 7. Managements
Discussion and Analysis of Financial Condition and Results of Operations for further information.
Employees
As of December 31, 2011, we had approximately 9,100 full-time and part-time employees worldwide. Approximately 58% of the
production and maintenance employees in the U.S. are represented by labor unions. This percentage includes all production and
maintenance employees at our plants and warehouses where labor unions exist. Outside the U.S., most of our production employees are
covered by either industry-sponsored and/or state-sponsored collective bargaining mechanisms. We believe that our relations with our
employees are satisfactory.
Research & Development
Research and development (R&D) activities are important and necessary in helping us improve our products competitiveness.
Principal R&D functions include the development and improvement of products and manufacturing processes. We spent $29.2 million
in 2011, $32.9 million in 2010 and $38.0 million in 2009 on R&D activities worldwide.
8
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Sustainability and Environmental Matters
The adoption of environmentally responsible building codes and standards such as the Leadership in Energy and Environmental Design,
or LEED, rating system established by the U.S. Green Building Council, has the potential to increase demand for products, systems and
services that contribute to building sustainable spaces. Many of our products meet the requirements for the award of LEED credits, and
we are continuing to develop new products, systems and services to address market demand for products that enable construction of
buildings that require fewer natural resources to build, operate and maintain. Our competitors also have developed and introduced to the
market more environmentally responsible products.
We expect that there will be increased demand over time for products, systems and services that meet regulatory and customer
sustainability standards and preferences and decreased demand for products that produce significant greenhouse gas emissions. We also
believe that our ability to continue to provide these products, systems and services to our customers will be necessary to maintain our
competitive position in the marketplace.
We are committed to complying with all environmental laws and regulations that are applicable to our operations. Regulatory activities
of particular importance to our operations include proceedings under the Comprehensive Environmental Response, Compensation and
Liability Act (CERCLA), and state or international Superfund and similar type laws at several domestically- and internationallyowned, formerly owned and non-owned locations allegedly resulting from past industrial activity. In a few cases, we are one of several
potentially responsible parties (PRPs where we have agreed to jointly fund the required investigation and remediation, while
preserving our defenses to the liability. We may also have rights of contribution or reimbursement from other parties or coverage under
applicable insurance policies. Most of our manufacturing and certain of our research facilities are affected by various federal, state and
local environmental requirements relating to the discharge of materials or the protection of the environment. We make expenditures
necessary for compliance with applicable environmental requirements at each of our operating facilities.
We have not experienced a material adverse effect upon our capital expenditures or competitive position as a result of environmental
control legislation and regulations. Liabilities of $7.3 million and $8.3 million at December 31, 2011 and December 31, 2010,
respectively, were recorded for environmental liabilities that we consider probable and for which a reasonable estimate of the probable
liability could be made. See Note 30 to the Consolidated Financial Statements and Item 1A. Risk Factors, for information regarding
the possible effects that compliance with environmental laws and regulations and climate change may have on our businesses and
operating results.
Website
We maintain a website at http://www.armstrong.com. Information contained on our website is not incorporated into this document.
Reference in this Form 10-K to our website is an inactive text reference only. Annual reports on Form 10-K, quarterly reports on Form
10-Q, current reports on Form 8-K, all amendments to those reports and other information about us are available free of charge through
this website as soon as reasonably practicable after the reports are electronically filed with the Securities and Exchange Commission
(SEC). These materials are also available from the SECs website at www.sec.gov.
9
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ITEM 1A. RISK FACTORS
Worldwide economic conditions and credit tightening could have a material adverse impact on our business.
Our business may be adversely impacted by changes in United States or global economic conditions, including inflation, deflation,
interest rates, availability of capital, consumer spending rates, energy availability and costs, and the effects of governmental initiatives
to manage economic conditions. Volatility in financial markets and the deterioration of national and global economic conditions could
materially adversely impact our operations, financial results and/or liquidity including as follows:


the financial stability of our customers or suppliers may be compromised, which could result in additional bad debts for us or
non-performance by suppliers;



one or more of the financial institutions syndicated under our senior secured credit facility may cease to be able to fulfill their
funding obligations, which could adversely impact our liquidity;



it may become more costly or difficult to obtain financing or refinance our debt in the future;



the value of our assets held in pension plans may decline; and/or



our assets may be impaired or subject to write down or write off.

Uncertainty about global economic conditions may cause consumers of our products to postpone spending in response to tighter credit,
negative financial news and/or declines in income or asset values. This could have a material adverse impact on the demand for our
products and on our financial condition and operating results. A deterioration of economic conditions would likely exacerbate these
adverse effects and could result in a wide-ranging and prolonged impact on general business conditions, thereby negatively impacting
our operations, financial results and/or liquidity.
Our business is dependent on construction activity. Downturns in construction activity could adversely affect our business and
results of operations.
Our businesses have greater sales opportunities when construction activity is strong and, conversely, have fewer opportunities when
such activity declines. The cyclical nature of commercial and residential construction activity tends to be influenced by prevailing
economic conditions, including favorable interest rates, strong government spending, consumer confidence and other factors beyond our
control. Prolonged downturns in construction activity could have an adverse effect on our business, profitability, and the carrying value
of assets.
Our indebtedness may adversely affect our cash flow and our ability to operate our business, make payments on our
indebtedness and declare dividends on our capital stock.
Our level of indebtedness and degree of leverage could:


make it more difficult for us to satisfy our obligations with respect to our indebtedness;



make us more vulnerable to adverse changes in general economic, industry and competitive conditions and adverse
changes in government regulation;



limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;



place us at a competitive disadvantage compared to our competitors that are less leveraged and therefore more able to
take advantage of opportunities that our leverage prevents us from exploiting;
10
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limit our ability to refinance existing indebtedness or borrow additional amounts for working capital, capital
expenditures, acquisitions, debt service requirements, execution of our business strategy or other purposes;



restrict our ability to pay dividends on our capital stock; and



adversely affect our credit ratings.

We may also incur additional indebtedness, which could exacerbate the risks described above. In addition, to the extent that our
indebtedness bears interest at floating rates, our sensitivity to interest rate fluctuations will increase.
Any of the above listed factors could materially adversely affect our business, financial condition and results of operations.
The agreements that govern our indebtedness contain a number of covenants that impose significant operating and financial
restrictions, including restrictions on our ability to engage in acts that may be in our best long-term interests.
The agreements that govern our indebtedness include covenants that, among other things, may restrict our ability to:


incur additional debt;



pay dividends on or make other distributions in respect of our capital stock or redeem, repurchase or retire our capital
stock or subordinated debt or make certain other restricted payments;



make certain acquisitions;



sell certain assets;



consolidate, merge, sell or otherwise dispose of all or substantially all of our assets; and



create liens on certain assets to secure debt.

Under the terms of our senior secured credit facility, we are required to maintain a specified leverage ratio. Our ability to meet such ratio
could be affected by events beyond our control, and we cannot assure that we will meet such ratio. A breach of any of the restrictive
covenants or leverage ratio would result in a default under the senior secured credit facility. If any such default occurs, the lenders under
the senior secured credit facility may be able to elect to declare all outstanding borrowings under such facilities, together with accrued
interest and other fees, to be immediately due and payable, or enforce their security interest, any of which would result in an event of
default under the notes. The lenders may also have the right in these circumstances to terminate any commitments they have to provide
further borrowings.
We require a significant amount of liquidity to fund our operations, and borrowing has increased our vulnerability to negative
unforeseen events.
Our liquidity needs vary throughout the year. If our business experiences materially negative unforeseen events, we may be unable to
generate sufficient cash flow from operations to fund our needs, maintain sufficient liquidity to operate and remain in compliance with
our debt covenants, which could result in reduced or delayed planned capital expenditures and other investments and adversely affect
our future revenue prospects.
11
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If the availability of raw materials or energy decreases, or the costs increase, and we are unable to pass along increased costs,
our operating results could be adversely affected.
The cost and availability of raw materials, packaging materials, energy and sourced products are critical to our operations. For example,
we use substantial quantities of natural gas, petroleum-based raw materials, hardwood lumber and mineral fiber in our manufacturing
operations. The cost of some of these items has been volatile in recent years and availability has been limited at times. We source some
materials from a limited number of suppliers, which, among other things, increases the risk of unavailability. Limited availability could
cause us to reformulate products or limit our production. Decreased access to raw materials and energy or significant increased
production cost differentials and any corresponding inability to pass along such costs through price increases could have a material
adverse effect on our business, financial condition and operating results.
Our markets are highly competitive. Competition can reduce demand for our products or cause us to lower prices. Failure to
compete effectively by meeting consumer preferences and maintaining market share would adversely affect our results.
Our customers consider our products performance, product styling, customer service and price when deciding whether to purchase our
products. Shifting consumer preference in our highly competitive markets, from residential vinyl products to other flooring products, for
example, styling preferences or inability to offer new competitive performance features could have an adverse effect on our sales. In
addition, excess industry capacity exists for certain products in several geographic markets, which tends to increase price competition,
as does competition from overseas competitors with lower cost structures.
Sales fluctuations to key customers could have a material adverse effect on our revenues and profits.
Some of our businesses are dependent on a few key customers. The loss of sales to one of these major customers, or any adverse change
in our business relationship with any one of them, could have an adverse affect on both our revenues and profits.
Our plant construction projects may adversely impact our results.
We are in various stages of building new manufacturing plants. There can be no assurance that the actual cost of these facilities will not
exceed our projections. In addition, we may experience delays in the construction of these facilities for many reasons, including
unavailability of materials, labor or equipment, regulatory matters or inclement weather. Economic and competitive advantages
expected from these projects may not materialize as a result of delays, cost overruns or changes in market conditions.
We are subject to risks associated with our international operations in both established and emerging markets. Legislative,
political, regulatory and economic volatility, as well as vulnerability to infrastructure and labor disruptions, could have an
adverse effect on our business.
A significant portion of our products move in international trade, particularly among the U.S., Canada, Europe and Asia markets.
Approximately 30% of our 2011 revenues are from operations outside the U.S. Our international trade is subject to currency exchange
fluctuations, trade regulations, import duties, logistics costs, delays and other related risks. Our international operations are also subject
to variable tax rates, credit risks in emerging markets, political risks, uncertain legal systems, high costs in repatriating profits to the
U.S. from some countries, and loss of sales to local competitors following currency devaluations in countries where we import products
for sale. In addition, our international growth strategy depends in part on our ability to expand our operations in certain emerging
markets. However, some emerging markets have greater political and economic volatility and greater vulnerability to infrastructure and
labor disruptions than established markets. In many countries outside of the U.S., particularly in those with developing economies, it
may be common for others to engage in business practices prohibited by laws and regulations applicable to us, such as the Foreign
Corrupt Practices Act or similar
12
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local anti-bribery laws. These laws generally prohibit companies and their employees, contractors or agents from making improper
payments to government officials for the purpose of obtaining or retaining business. Failure to comply with these laws could subject us
to civil and criminal penalties. As we continue to expand our business globally, including in emerging markets, we may have difficulty
anticipating and effectively managing these and other risks that our international operations may face, which may adversely impact our
business outside the United States and our financial condition and results of operations.
Our intellectual property rights may not provide meaningful commercial protection for our products or brands, which could
adversely impact our business.
We rely on our proprietary intellectual property, including numerous patents and registered trademarks, as well as our licensed
intellectual property. We monitor and protect against activities that might infringe, dilute, or otherwise harm our patents, trademarks and
other intellectual property and rely on the patent, trademark and other laws of the United States and other countries. However, we may
be unable to prevent third parties from using our intellectual property without our authorization. In addition, the laws of some nonUnited States jurisdictions, particularly those of certain emerging markets, provide less protection for our proprietary rights than the
laws of the United States. To the extent we cannot protect our intellectual property, unauthorized use and misuse of our intellectual
property could harm our competitive position and have a material adverse impact on our business, financial condition and results of
operations.
Our restructuring actions and LEAN initiatives may not achieve expected savings in our operating costs or improved operating
results.
We aggressively look for ways to make our operations more efficient and effective. We reduce, move and expand our plants and
operations as needed. Such actions involve substantial planning, often require capital investments and may result in charges for fixed
asset impairments or obsolescence and substantial severance costs. We are committed to augmenting margin expansion through further
cost elimination. However, there can be no assurance that we will be able to achieve our desired level of cost savings. Even if we
achieve our targeted savings, there is no assurance that our net operating results in the future will improve by this amount. Planning and
executing delays or challenges could adversely affect our customer service and result in unplanned costs.
Adverse judgments in regulatory actions, product claims, environmental claims and other litigation could be costly. Insurance
coverage may not be available or adequate in all circumstances.
While we strive to ensure that our products comply with applicable government regulatory standards and internal requirements, and that
our products perform effectively and safely, customers from time to time could claim that our products do not meet warranty or
contractual requirements, and users could claim to be harmed by use or misuse of our products. These claims could give rise to breach
of contract, warranty or recall claims, or claims for negligence, product liability, strict liability, personal injury or property damage.
They could also result in negative publicity that could harm our sales and operating results. The building materials industry has been
subject to claims relating to silicates, mold, PCBs, PVC, formaldehyde, toxic fumes, fire-retardant properties and other issues, as well as
for incidents of catastrophic loss, such as building fires. Product liability insurance coverage may not be available or adequate in all
circumstances to cover these claims.
We are parties to several legal proceedings involving environmental matters (see Note 30 to the Consolidated Financial Statements
included in this Form 10-K), and we have incurred, and will continue to incur, capital and operating expenditures and other costs in
complying with environmental laws and regulations. It is possible that we could become subject to additional environmental liabilities
in the future. We are also subject to regulatory requirements regarding protection of the environment. Current and future environmental
laws and regulations, including those proposed concerning climate change, could
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increase our cost of compliance, cost of energy, or otherwise materially adversely affect our business, results of operations and financial
condition.
In addition, claims and investigations may arise related to patent infringement, environmental matters, distributor relationships,
commercial contracts, antitrust or competition law requirements, employment and employee benefits issues, and other compliance and
regulatory matters. While we have processes and policies designed to mitigate these risks and to investigate and address such claims as
they arise, we cannot predict or, in some cases, control the costs to defend or resolve such claims.
Increased costs of labor, labor disputes, work stoppages or union organizing activity could delay or impede production and
reduce sales and profits.
Increased costs of U.S. and international labor, including the costs of employee benefits plans, could affect our financial results and
operations. As the majority of our manufacturing employees are represented by unions and covered by collective bargaining or similar
agreements, there are also costs attributable to our periodic renegotiation of those agreements. Throughout 2011, we renegotiated
collective bargaining agreements covering approximately 1,500 employees at six plants. During the second half of 2012, collective
bargaining agreements covering approximately 500 employees at two plants are scheduled to expire. We are also subject to the risk that
strikes or other types of conflicts with organized personnel may arise or that we may become the subject of union organizing activity at
our facilities that do not have union representation. Prolonged negotiations, conflicts or related activities could lead to increased costs
and work stoppages, which could adversely affect production, revenues, profits and customer relations.
Our principal shareholders could significantly influence our business and our affairs.
The Armstrong World Industries, Inc. Asbestos Personal Injury Settlement Trust (Asbestos PI Trust), formed in 2006 as part of
AWIs emergence from bankruptcy, and Armor TPG Holdings LLC (TPG) together hold more than 60% of our outstanding shares
and have entered into a shareholders agreement pursuant to which the Asbestos PI Trust and TPG have agreed to vote their shares
together on certain matters. Such a large percentage of ownership could result in below average equity market liquidity and affect
matters that require approval by our shareholders.
We are outsourcing our information technology infrastructure and certain finance and accounting functions, which will make us
more dependent upon third parties.
In an effort to make our IT, finance and accounting functions more efficient, increase related capabilities, as well as generate cost
savings, we began to outsource a significant portion of our IT infrastructure and certain finance and accounting functions to separate
third party service providers during the fourth quarter of 2011. As a result, we rely on third parties to ensure that our related needs are
sufficiently met. This reliance subjects us to risks arising from the loss of control over certain processes, changes in pricing that may
affect our operating results, and potentially, termination of provisions of these services by our supplier. A failure of our service
providers to perform may have a significant adverse effect on our business.
ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES
Our world headquarters are in Lancaster, Pennsylvania. We own a 100-acre, multi-building campus comprising the site of our corporate
headquarters, most operational headquarters, our U.S. R&D operations and marketing, and customer service headquarters.
We produce and market Armstrong products and services throughout the world, operating 32 manufacturing plants in eight countries as
of December 31, 2011. Four of our plants are leased and the remaining 28 are owned. We operate 20 plants located throughout the
United States. In addition, we have an interest through our WAVE joint venture in eight additional plants in six countries.

Business Segment

Number
of Plants

Resilient Flooring

10

U.S. (California, Illinois, Mississippi, Oklahoma, Pennsylvania), Australia and Germany

9

U.S. (Arkansas, Kentucky, Missouri, Pennsylvania, Tennessee, and West Virginia) and
China

12

U.S. (Florida, Georgia, Ohio, Oregon, Pennsylvania), China, France, Germany and the
U.K.

1

U.S. (Pennsylvania)

Location of Principal Facilities

Wood Flooring
Building Products
Cabinets

Sales and administrative offices are leased and/or owned worldwide, and leased facilities are utilized to supplement our owned
warehousing facilities.
Production capacity and the extent of utilization of our facilities are difficult to quantify with certainty. In any one facility, utilization of
our capacity varies periodically depending upon demand for the product that is being manufactured. We believe our facilities are
adequate and suitable to support the business. Additional incremental investments in plant facilities are made as appropriate to balance
capacity with anticipated demand, improve quality and service, and reduce costs.
ITEM 3. LEGAL PROCEEDINGS
See the Specific Material Events section of the Environmental Matters section of Note 30 to the Consolidated Financial Statements,
which is incorporated herein by reference, for a description of our significant legal proceedings.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
15

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

PART II
ITEM 5. MARKET FOR THE REGISTRANTS COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES
AWIs common shares trade on the New York Stock Exchange under the ticker symbol AWI. As of February 21, 2012, there were
approximately 425 holders of record of AWIs Common Stock.
2011

First

Price range of common stockhigh
Price range of common stocklow

Second

Third

Fourth

Total Year

$47.53
$39.41

$48.37
$42.50

$48.68
$32.47

$45.96
$32.82

$48.68
$32.47

$40.93
$33.42

$45.05
$29.44

$43.05
$28.01

$54.58
$39.55

$54.58
$28.01

2010
Price range of common stockhigh
Price range of common stocklow

The above figures represent the high and low intra-day sale prices for our common stock as reported by the New York Stock Exchange.
There were no dividends declared during 2011. On November 23, 2010, our Board of Directors declared a special cash dividend of
$13.74 per common share, payable on December 10, 2010, to shareholders of record on December 3, 2010. This special cash dividend
resulted in an aggregate cash payment to our shareholders of approximately $800 million.
Dividends are paid as and when declared by our Board of Directors and in accordance with restrictions set forth in our debt agreements.
In general, our debt agreements allow us to make restricted payments, which include dividends and stock repurchases, subject to
certain limitations and other restrictions and provided that we are in compliance with the financial and other covenants of our debt
agreements and meet certain liquidity requirements after giving effect to the restricted payment. For further discussion of the debt
agreements, see the financial condition and liquidity section of Item 7. Managements Discussion and Analysis of Financial Condition
and Results of Operations and Item 1A, Risk Factors in this Form 10-K, and the debt agreements filed with our Current Report on
Form 8-K dated November 24, 2010.
Issuer Purchases of Equity Securities

Total
Number
of Shares
Purchased

Period

1The

October 1-31, 2011
November 1-30, 2011
December 1-31, 2011





Total



Average
Price
Paid per
Share




Total
Number of
Shares
Purchased
as Part of
Publicly
Announced
Plans or
Programs1

Maximum
Number
of Shares
that may
yet be
Purchased
under the
Plans or
Programs









N/A

N/A

Company does not have a share buy-back program.
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ITEM 6. SELECTED FINANCIAL DATA

(amounts in millions, except for per-share data)
Income statement data
Net sales
Operating income
Earnings from continuing operations
Per common share  basic (a)
Per common share  diluted (a)

Year
2011

Year
2010

Year
2009

Year
2008

Year
2007

$2,859.5
239.2
112.4
$1.91
$1.90

$2,766.4
81.1
11.0
$0.19
$0.19

$2,780.0
90.6
77.7
$1.36
$1.36

$3,393.0
210.9
80.4
$1.41
$1.41

$3,549.7
296.7
152.8
$2.69
$2.69

Dividends declared per share of common stock



Balance sheet data (end of period)
Total assets
Long-term debt
Total equity

2,994.7
822.9
1,130.2

$13.74
2,922.4
839.6
1,090.8


3,302.6
432.5
1,907.9

Notes:
(a) See definition of basic and diluted earnings per share in Note 2 to the Consolidated Financial Statements.
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$4.50
3,351.8
454.8
1,751.3


4,639.4
485.8
2,444.1

ITEM 7. MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
Armstrong World Industries, Inc. (AWI) is a Pennsylvania corporation incorporated in 1891.
This discussion should be read in conjunction with the financial statements, the accompanying notes, the cautionary note regarding
forward-looking statements and risk factors included in this Form 10-K.
Overview
We are a leading global producer of flooring products and ceiling systems for use primarily in the construction and renovation of
residential, commercial and institutional buildings. We design, manufacture and sell flooring products (primarily resilient and wood)
and ceiling systems (primarily mineral fiber, fiberglass and metal) around the world. We also design, manufacture and sell kitchen and
bathroom cabinets in the U.S.
In response to economic conditions during 2011, we idled an engineered wood production facility in Statesville, North Carolina, closed
a homogeneous flooring plant in Holmsund Sweden, and closed a Building Products plant in Beaver Falls, Pennsylvania. Additionally,
in November 2011, we acquired a specialty metal ceiling systems manufacturer located in Quebec, Canada. As of December 31, 2011,
we operated 32 manufacturing plants in eight countries, including 20 plants located throughout the U.S.
Through Worthington Armstrong Venture (WAVE), our joint venture with Worthington Industries, Inc., we also have an interest in
eight additional plants in six countries that produce suspension system (grid) products for our ceiling systems.
We report our financial results through the following segments: Building Products, Resilient Flooring, Wood Flooring, Cabinets and
Unallocated Corporate. See Results of Operations and Reportable Segment Results for additional financial information on our
consolidated company and our segments.
Factors Affecting Revenues
For information on our segments 2011 net sales by geography, see Note 3 to the Consolidated Financial Statements.
Markets. We compete in building material markets around the world. The majority of our sales are in North America and Europe.
During 2011, our markets experienced the following:


According to the U.S. Census Bureau, in 2011 housing starts in the U.S. residential market increased 4% compared to 2010
to 0.61 million units. Housing completions in the U.S. declined by 11% in 2011 with approximately 0.58 million units
completed. The National Association of Realtors indicated that seasonally adjusted sales of existing homes increased 2.3% to
4.29 million units in 2011 from a level of 4.19 million units in 2010. Management estimates renovation activities declined in
the U.S. during 2011, as indicated in part by the Remodeling Market Index provided by the National Association of Home
Builders.



According to the U.S. Census Bureau, for the value of new construction put in place, the rate of decline in the North
American key commercial market, in nominal dollar terms, was 4.0% in 2011 compared to 2010. Construction activity in the
office, healthcare, and education segments declined 8.4%, 0.5%, and 4.0%, respectively, while the retail segment increased
7.3% in 2011 compared to 2010.



Central European markets were mixed overall, but experienced significant declines in the fourth quarter, Western European
countries generally experienced continued declines, and Eastern European markets grew.



Overall, the Pacific Rim experienced growth, particularly in China and India, which was partially offset by declines in
Australia as a result of reduced government stimulus spending.
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Managements Discussion and Analysis of Financial Condition and Results of Operations
Pricing Initiatives. During 2011, we increased prices in each of our business segments in response to changes in costs for raw materials
and energy, and to market conditions and the competitive environment. In certain cases, realized price increases are less than the
announced price increases because of competitive reactions and changing market conditions. We estimate that pricing actions increased
our 2011 total consolidated net sales by approximately $60 million compared to 2010.
We have also announced price increases in each of our businesses that are effective in the first quarter of 2012. If raw material prices
continue at, or rise from, current levels, additional pricing actions may be announced.
Mix. Each of our businesses offers a wide assortment of products that are differentiated by style and design and by performance
attributes. Pricing and margins for products within the assortment vary. Changes in the relative quantity of products purchased at the
different price points can affect year-to-year comparisons of net sales and operating income. We estimate that mix improvements
increased our total consolidated net sales by approximately $24 million in 2011, compared to 2010.
Factors Affecting Operating Costs
Operating Expenses. Our operating expenses are comprised of direct production costs (principally raw materials, labor and energy),
manufacturing overhead costs, freight, costs to purchase sourced products and selling, general and administrative (SG&A) expenses.
Our largest individual raw material expenditures are for lumber and veneers, PVC resins and plasticizers. Natural gas is also a
significant input cost. Fluctuations in the prices of these inputs are generally beyond our control and have a direct impact on our
financial results. In 2011, these input costs decreased operating income by approximately $58 million, compared to 2010.
During 2011, we incurred approximately $15 million of net costs related to the renegotiation of seven expiring collective bargaining
agreements covering six plants (Beverly, WV, Oneida, TN, Marietta, PA, Lancaster, PA, Pensacola, FL, and Macon, GA) and the related
lockout of our unionized employees at our Marietta, PA plant. We expect to incur approximately $4 million of additional net costs in the
first quarter of 2012 related to the contract settlement with our employees at the Marietta, PA plant.
We are committed to augmenting margin expansion through further cost elimination. Through manufacturing footprint reductions and
aggressive application of projects designed to standardize, simplify and eliminate SG&A programs and policies, we are seeking to
remove at least $185 million of manufacturing and SG&A costs by the end of 2012. Toward this end, we achieved $35 million of cost
savings in 2010, another $115 million in savings in 2011, and expect to deliver another $35 million during 2012. We recorded expenses
of approximately $36 million for these initiatives in 2011. We plan to continue to evaluate the efficiency of our manufacturing footprint.
The charges associated with our future cost reduction initiatives may include severance and related termination benefits, fixed asset
write-downs, asset impairments and accelerated depreciation and could be material to our financial statements. Even if we achieve our
targeted savings, there is no assurance that our net operating results in the future will improve by this amount.
Intangible Asset Impairments. During the fourth quarters of 2010 and 2009, we recorded non-cash impairment charges of $22.4 million
and $18.0 million, respectively, to reduce the carrying amount of our Wood Flooring trademarks to their estimated fair value. There
were no impairment charges recorded related to these trademarks in 2011. The fair values were negatively affected by lower expected
future sales in the U.S. residential housing market. See Note 11 to the Consolidated Financial Statements for more information.
See also Results of Operations for further discussion of other significant items affecting operating costs.
Factors Affecting Cash Flow
During 2011, cash and cash equivalents increased by $164.8 million. Net cash from operating activities of $212.2 million and
distributions from WAVE of $102.4 million (including a special distribution of $50.1 in
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Managements Discussion and Analysis of Financial Condition and Results of Operations
December 2011), were partially offset by capital expenditures of $150.6 million. During 2010, cash and cash equivalents decreased
$253.7 million. A special cash dividend of $798.6 million, repayments of our previous debt of $430.0 million due to the refinancing of
our credit facility and capital expenditures of $92.7 million were partially offset by net cash from operating activities of $190.4 million,
$800 million due to the refinancing of our credit facility, distributions from WAVE of $51.0 million and proceeds from asset sales of
$25.8 million.
Employees
As of December 31, 2011, we had approximately 9,100 full-time and part-time employees worldwide. This compares to approximately
9,800 employees as of December 31, 2010. The decline was primarily due to headcount reductions in our U.S. and European Flooring
operations and our corporate operations. During 2011, we negotiated seven collective bargaining agreements, and we experienced a sixmonth lockout at our Building Products plant in Marietta, PA. The lockout ended when a new contract was ratified in December 2011,
and employees returned to work in January 2012. During the second half of 2012, collective bargaining agreements covering
approximately 500 employees at two plants are scheduled to expire.
CRITICAL ACCOUNTING ESTIMATES
In preparing our consolidated financial statements in accordance with U.S. GAAP, we are required to make certain estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporting period. We evaluate our estimates and
assumptions on an on-going basis, using relevant internal and external information. We believe that our estimates and assumptions are
reasonable. However, actual results may differ from what was estimated and could have a significant impact on the financial statements.
We have identified the following as our critical accounting estimates. We have discussed these critical accounting estimates with our
Audit Committee.
U.S. Pension Credit and Postretirement Benefit Costs  We maintain pension and postretirement plans throughout the world, with the
most significant plans located in the U.S. Our defined benefit pension and postretirement benefit costs are developed from actuarial
valuations. These valuations are calculated using a number of assumptions. Each assumption represents managements best estimate of
the future. The assumptions that have the most significant impact on reported results are the discount rate, the estimated long-term
return on plan assets and the estimated inflation in health care costs. These assumptions are generally updated annually.
The discount rate is used to determine retirement plan liabilities and to determine the interest cost component of net periodic pension
and postretirement cost. Management utilizes the Aon Hewitt AA only above median yield curve, which is a hypothetical AA yield
curve comprised of a series of annualized individual discount rates, as the primary basis for determining the discount rate. As of
December 31, 2011 and 2010, we assumed discount rates of 4.85% and 5.10%, respectively, for the U.S. defined benefit pension plans.
As of December 31, 2011, we assumed a discount rate of 4.75% compared with a discount rate of 4.90% as of December 31, 2010 for
the U.S. postretirement plans. The effects of the change in discount rate will be amortized into earnings as described below. Absent any
other changes, a one-quarter percentage point decrease in the discount rates for the U.S. pension and postretirement plans would
decrease 2012 operating income by $4.9 million and a one-quarter percentage point increase in the discount rates would increase 2012
operating income by $4.8 million.
We have two U.S. defined benefit pension plans, a qualified funded plan and a nonqualified unfunded plan. For the qualified funded
plan, the expected long-term return on plan assets represents a long-term view of the future estimated investment return on plan assets.
This estimate is determined based on the target allocation of plan assets among asset classes and input from investment professionals on
the expected performance of the asset classes over 10 to 20 years. Historical asset returns are monitored and considered when we
develop our expected long-term return on plan assets. An incremental
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Managements Discussion and Analysis of Financial Condition and Results of Operations
component is added for the expected return from active management based both on the plans experience and on historical information
obtained from the plans investment consultants. These forecasted gross returns are reduced by estimated management fees and
expenses, yielding a long-term rate of return of 6.50% per annum for 2012. The expected asset return assumption is based upon a longterm view; therefore, we do not expect to see frequent changes from year to year based on positive or negative actual performance in a
single year. Over the 10 year period ended December 31, 2011, the annualized return was approximately 7.5% compared to an average
expected return of 8.0%. The actual return on plan assets achieved for 2011 was 6.4%. The difference between the actual and expected
rate of return on plan assets will be amortized into earnings as described below.
The expected long-term return on plan assets used in determining our 2011 U.S. pension credit was 7.25%. We have assumed a return
on plan assets during 2012 of 6.50%. The decrease reflects a planned change in our asset allocations. The 2012 expected return on assets
was calculated in a manner consistent with 2011. A one-quarter percentage point increase or decrease in this assumption would increase
or decrease 2012 operating income by approximately $5.4 million.
Contributions to the unfunded plan were $4.4 million in 2011 and were made on a monthly basis to fund benefit payments. We estimate
the 2012 contributions will be approximately $3.7 million. See Note 18 to the Consolidated Financial Statements for more information.
The estimated inflation in health care costs represents a long-term view (5-10 years) of the expected inflation in our postretirement
health care costs. We separately estimate expected health care cost increases for pre-65 retirees and post-65 retirees due to the influence
of Medicare coverage at age 65, as illustrated below:
Assumptions
Post 65
2010
2011
2012

9.0
8.5
8.1

Pre 65
%
%
%

8.5 %
8.6 %
8.1 %

Actual
Overall
8.8
8.5
8.1

Post 65
%
%
%

(3
11

)%
%

Pre 65

Overall

12
2

4
8

%
%

%
%

The difference between the actual and expected health care costs is amortized into earnings as described below. As of December 31,
2011, health care cost increases are estimated to decrease ratably until 2019, after which they are estimated to be constant at 5%. A one
percentage point increase in the assumed health care cost trend rate would reduce 2012 operating income by $1.9 million, while a one
percentage point decrease in the assumed health care cost trend rate would increase 2012 operating income by $1.8 million. See Note 18
to the Consolidated Financial Statements for more information.
Actual results that differ from our various pension and postretirement plan estimates are captured as actuarial gains/losses. When certain
thresholds are met, the gains and losses are amortized into future earnings over the expected remaining service period of plan
participants, which is approximately eight years for our U.S. pension plans and five years for our U.S. postretirement plans. Changes in
assumptions could have significant effects on earnings in future years.
Impairments of Long-Lived Tangible and Intangible Assets  Our indefinite-lived intangibles are primarily trademarks and brand
names, which are integral to our corporate identity and expected to contribute indefinitely to our corporate cash flows. Accordingly, they
have been assigned an indefinite life. We conduct our annual impairment test for non-amortizable intangible assets during the fourth
quarter, although we conduct interim impairment tests if events or circumstances indicate the asset might be impaired. We conduct
impairment tests for tangible assets and amortizable intangible assets when indicators of impairment exist, such as operating losses and/
or negative cash flows. If an indication of impairment exists, we compare the carrying amount of the asset group to the estimated
undiscounted
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Managements Discussion and Analysis of Financial Condition and Results of Operations
future cash flows expected to be generated by the assets. The estimate of an asset groups fair value is based on discounted future cash
flows expected to be generated by the asset group, or based on managements estimated exit price assuming the assets could be sold in
an orderly transaction between market participants or estimated salvage value if no sale is assumed. If the fair value is less than the
carrying value of the asset group, we record an impairment charge equal to the difference between the fair value and carrying value of
the asset group.
The principal assumptions utilized in our impairment tests for tangible and definite-lived intangible assets include discount rate and
operating profit adjusted for depreciation and amortization. The principal assumptions utilized in our impairment tests for indefinitelived intangible assets include revenue growth rate, discount rate and royalty rate. Revenue growth rate and operating profit assumptions
are consistent with those utilized in our operating plan and strategic planning processes. The discount rate assumption is calculated
based upon an estimated weighted average cost of equity which reflects the overall level of inherent risk and the rate of return a market
participant would expect to achieve. Methodologies used for valuing our tangible and intangible assets did not change from prior
periods.
The cash flow estimates used in applying our impairment tests are based on managements analysis of information available at the time
of the impairment test. Actual cash flows lower than the estimate could lead to significant future impairments. If subsequent testing
indicates that fair values have declined, the carrying values would be reduced and our future statements of income would be affected.
During the fourth quarters of 2010 and 2009, we recorded non-cash impairment charges of $22.4 million and $18.0 million,
respectively, to reduce the carrying amount of our Wood Flooring trademarks to their estimated fair value based on the results of our
annual impairment test. The fair values were negatively affected by lower expected sales in the U.S. residential housing market. There
was no impairment charge in 2011 related to these trademarks. The remaining carrying value of the Wood Flooring trademarks at
December 31, 2011 and 2010 was $42.0 million.
We tested the tangible assets within the following reporting units for impairment:
Reporting Unit
ABP Americas
ABP Europe
Resilient Flooring  Americas
Resilient Flooring  Europe
Wood Flooring
Cabinets
Unallocated Corporate

2011

2010

X


X
X
X


X
X
X
X
X
X
X

Based upon the impairment testing, the carrying value of the tangible assets for each of these asset groups was determined to be
recoverable (except as discussed below) because the related undiscounted cash flows and/or fair value exceeded the carrying value of
assets.
We recorded an asset impairment charge of $2.2 million in the third quarter of 2011 in SG&A expense for a European Resilient Flooring
office building. The fair value was determined by management estimates of market prices based upon information available, including
offers received from potential buyers of the property (considered Level 3 inputs in the fair value hierarchy).
The remaining carrying value of tangible assets within the European Resilient Flooring business was $86.3 million as of December 31,
2011, with land and buildings representing the significant majority. Material uncertainties that could lead to a future material
impairment charge include the level of European commercial construction and renovation activity.
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Managements Discussion and Analysis of Financial Condition and Results of Operations
During the fourth quarter of 2011, we recorded asset impairment charges of $1.1 million in SG&A expense for two previously occupied
manufacturing facilities. We have been actively pursuing a sale of both facilities. The fair values were determined by management
estimates and independent market valuations based on information available at that time. The valuation information included sales of
similar facilities and estimates of market prices (considered Level 2 inputs in the fair value hierarchy) for these assets.
During the second quarter of 2010, we recorded an asset impairment charge of $2.1 million in SG&A expense for a European Resilient
Flooring warehouse facility due to the decline in the commercial property sector. The fair value was determined by management
estimates of market prices available at that time. This data included sales and leases of comparable properties within similar real estate
markets (considered Level 3 inputs in the fair value hierarchy). We sold the warehouse in the first quarter of 2011.
During 2010, management decided to exit our corporate flight operations. As a result, we recorded a $6.1 million impairment charge in
SG&A expense for corporate aircraft in 2010. The fair values were determined by management estimates and an independent valuation
based on information available at that time. The valuation information included sales of similar equipment and estimates of market
prices (considered Level 2 inputs in the fair value hierarchy) for these assets. We sold the corporate aircraft in the fourth quarter of
2010.
We cannot predict the occurrence of certain events that might lead to material impairment charges in the future. Such events may
include, but are not limited to, the impact of economic environments, particularly related to the commercial and residential construction
industries, material adverse changes in relationships with significant customers, or strategic decisions made in response to economic and
competitive conditions.
See Notes 3 and 11 to the Consolidated Financial Statements for further information.
Income Taxes  Our effective tax rate is primarily determined based on our pre-tax income and the statutory income tax rates in the
jurisdictions in which we operate. The effective tax rate also reflects the tax impacts of items treated differently for tax purposes than for
financial reporting purposes. Some of these differences are permanent, such as expenses that are not deductible in our tax returns, and
some differences are temporary, reversing over time, such as depreciation expense. These temporary differences create deferred income
tax assets and liabilities. Deferred income tax assets are also recorded for operating loss, capital loss and tax credit carryforwards.
Deferred income tax assets and liabilities are recognized by applying enacted tax rates to temporary differences that exist as of the
balance sheet date. We record valuation allowances to reduce our deferred income tax assets if it is more likely than not that some
portion or all of the deferred income tax assets will not be realized. As of December 31, 2011, we have recorded valuation allowances
totaling $194.9 million for various federal, state and foreign net operating loss, capital loss and foreign tax credit carryforwards. While
we have considered future taxable income in assessing the need for the valuation allowances based on our best available projections, if
these estimates and assumptions change in the future or if actual results differ from our projections, we may be required to adjust our
valuation allowances accordingly. Such adjustment could be material to our Consolidated Financial Statements.
As further described in Note 16 to the Consolidated Financial Statements, our Consolidated Balance Sheet as of December 31, 2011
includes net deferred income tax assets of $400.7 million. Included in this amount are deferred federal and state income tax assets of
$30.9 million and $58.6 million, respectively, relating to federal and state net operating loss carryforwards. These net operating losses
arose primarily as a result of the amounts paid to the Asbestos PI Trust in 2006. We have concluded that all but $18.7 million of these
income tax benefits are more likely than not to be realized in the future.
Inherent in determining our effective tax rate are judgments regarding business plans and expectations about future operations. These
judgments include the amount and geographic mix of future taxable
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income, limitations on usage of net operating loss carryforwards, potential tax law changes, the impact of ongoing or potential tax
audits, earnings repatriation plans and other future tax consequences.
We establish reserves for tax positions that management believes are supportable, but are potentially subject to challenge by the
applicable taxing authorities. We review these tax uncertainties in light of the changing facts and circumstances and adjust them when
warranted. We have several tax audits in process in various jurisdictions.
ACCOUNTING PRONOUNCEMENTS EFFECTIVE IN FUTURE PERIODS
There were no new accounting pronouncements issued or effective during the fiscal year which have had or are expected to have a
material impact on the Consolidated Financial Statements. For a discussion of new accounting pronouncements, see Note 2 to our
Consolidated Financial Statements.
RESULTS OF OPERATIONS
Unless otherwise indicated, net sales in these results of operations are reported based upon the location where the sale was made. Please
refer to Note 3 to the Consolidated Financial Statements for a reconciliation of segment operating income to consolidated earnings
before income taxes.
2011 COMPARED TO 2010
CONSOLIDATED RESULTS
(dollar amounts in millions)
Change is Favorable/
(Unfavorable)

2011

2010

Net sales:
Americas
Europe
Pacific Rim

$2,040.3
597.3
221.9

$1,966.7
600.9
198.8

3.7
(0.6
11.6

%
)%
%

Total consolidated net sales

$2,859.5

$2,766.4

3.4

%

Operating income

$239.2

$81.1

194.9

%

Consolidated net sales increased on favorable foreign exchange of approximately $61 million combined with favorable price and mix,
which were partially offset by volume declines.
Net sales in the Americas increased driven by price and mix which overcame volume declines in the Resilient Flooring business.
Net sales in the European markets remained flat for the year, as favorable foreign exchange impact of approximately $37 million and
modest price improvements were offset by volume declines largely due to the restructuring of our European flooring business.
Net sales in the Pacific Rim increased on higher volumes and favorable foreign exchange impact of approximately $14 million, which
was partially offset by less favorable mix.
Cost of goods sold was 76.5% of net sales in 2011, compared to 77.9% for the same period in 2010. The decrease was driven by
positive pricing actions, reduced manufacturing costs that were partially offset by increases in input costs.
SG&A expenses in 2011 were $478.3 million, or 16.7% of net sales, compared to $531.3 million, or 19.2% of net sales, in 2010. The
decreases were due to reductions in core SG&A expenses. In addition, 2010 was impacted by $14.7 million of CEO transition costs, a
$6.1 million asset impairment charge related to the termination of our flight operations, a loss of $5.8 million related to the sale of our
European
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metal ceilings contract installation business, a gain of $2.3 million on the collection of a non-current note receivable, and an asset
impairment charge of $2.1 million for a European warehouse facility.
Restructuring charges for severance and related costs of $9.0 million were recorded in 2011, compared to $22.0 million in 2010. See
Note 15 to the Consolidated Financial Statements for further information.
Equity earnings from our WAVE joint venture were $54.9 million in 2011 compared to $45.0 million in 2010. See Note 10 to the
Consolidated Financial Statements for further information.
Interest expense was $48.5 million in 2011 compared to $21.2 million in 2010. The increase was primarily due to the fourth quarter
2010 debt refinancing which increased outstanding debt balances and interest rates compared to our previous credit facility.
Income tax expense was $80.7 million and $55.7 million in 2011 and 2010, respectively. The effective tax rate for 2011 was 41.8% as
compared to a rate of 83.5% for 2010. The effective tax rate for 2011 was lower than 2010 due to the enactment of the federal health
care reform legislation in March 2010.
As reported in Note 16 of our Consolidated Financial Statements, our foreign operations recorded losses before income taxes of $3.9
million in 2011, $17.1 million in 2010 and $0.3 million in 2009. The 2010 losses were caused by significant restructuring charges and
fixed asset impairments as we shut down manufacturing plants in the United Kingdom, Sweden and Canada. We also streamlined our
product range and sales organization in our European Flooring business. Charges related to these actions continued in 2011. As reported
in Note 15 of our Consolidated Financial Statements, the charges associated with these actions totaled approximately $13 million in
2011 and $25 million in 2010. These charges were recorded within Restructuring Charges, Cost of Goods Sold and SG&A expense. We
did not incur any such charges for foreign operations in 2009. We believe our foreign operations will generate income in 2012 as
significant restructuring charges are not expected to occur.
REPORTABLE SEGMENT RESULTS
Building Products
(dollar amounts in millions)
2011

2010

Change is Favorable

Net sales:
Americas
Europe
Pacific Rim

$749.3
356.8
131.4

$696.0
324.4
115.1

7.7
10.0
14.2

%
%
%

Total segment net sales
Operating income

$1,237.5
$226.1

$1,135.5
$171.0

9.0
32.2

%
%

Net sales in the Americas increased due to improved price realization, positive mix and volume improvement.
Net sales in Europe increased on favorable foreign exchange of approximately $20 million combined with positive price and mix, offset
partially by reduced volumes.
Net sales in the Pacific Rim increased as higher volumes and favorable foreign exchange of approximately $7 million were partially
offset by less favorable mix.
Improvement in operating income was driven by better price realization, favorable mix, higher earnings from WAVE, decreased SG&A
costs and volume improvement, partially offset by higher raw material and manufacturing costs (which included $15 million related to
the renegotiation of collective bargaining agreements). 2011 results were impacted by approximately $12 million of severance and
restructuring related costs. 2010 results were impacted by approximately $21 million of accelerated depreciation and
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restructuring charges, and a loss of $5.8 million related to the sale of our European metal ceilings contract installation business.
Resilient Flooring
(dollar amounts in millions)
Change is Favorable/
(Unfavorable)

2011

2010

Net sales:
Americas
Europe
Pacific Rim

$671.3
240.5
90.5

$653.0
276.5
83.7

2.8
(13.0
8.1

%
)%
%

Total segment net sales
Operating income

$1,002.3
$15.8

$1,013.2
$13.1

(1.1
20.6

)%
%

Net sales in the Americas increased as mix improvements and price gains more than offset volume declines.
Net sales in Europe benefitted from favorable foreign exchange of approximately $16 million and positive price realization, which were
partially offset by unfavorable mix. Volume declines in our European business are primarily related to the restructuring of our European
flooring business, which included the exit of the residential flooring business, and the simplification of our country and product
offerings. Excluding the impact of these actions, year on year volumes were down slightly.
Net sales in the Pacific Rim increased on favorable foreign exchange of approximately $7 million combined with higher volumes and
favorable mix.
Operating income improved as reduced manufacturing costs, improved price and reductions in SG&A expenses offset volume declines
and raw material inflation. 2010 results were impacted by approximately $7 million of costs related to the closure of our Montreal,
Canada facility and $7.0 million of income due to laminate duty refunds.
Operating income includes losses related to European Resilient Flooring as outlined in the table below:
(dollar amount in millions)
Resilient Flooring Europe operating loss

2011

2010

$(29.2)

$(36.1)

The operating losses for Resilient Flooring Europe in 2011 and 2010 included approximately $18 million and $17 million, respectively,
for severance and restructuring related costs of the European business. In addition to those charges, the losses include fixed asset
impairment charges of $2.2 million and $2.1 million recorded in 2011 and 2010, respectively.
Wood Flooring
(dollar amounts in millions)

Total segment net sales
Operating income (loss)

2011

2010

$483.3
$43.4

$479.1
$(45.8 )

Change is
Favorable
0.9
%
Favorable

Net sales increased as favorable foreign exchange of approximately $2 million and slightly higher volumes were partially offset by
unfavorable mix.
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Operating income increased primarily due to reduced manufacturing and SG&A costs and favorable input costs when compared to the
prior year, which were somewhat offset by unfavorable mix. Additionally, operating income in 2010 was negatively impacted by
approximately $16 million of fixed asset write downs and restructuring charges related to the closure of two manufacturing facilities and
$22.4 million of non-cash impairment charges related to our Wood Flooring trademarks.
Cabinets
(dollar amounts in millions)

Total segment net sales
Operating (loss)

2011

2010

$136.4
$(0.7 )

$138.6
$(6.4 )

Change is Favorable/
(Unfavorable)
(1.6
89.1

)%
%

Net sales decreased as slight improvement in volume was more than offset by unfavorable mix.
Operating loss improved as reduced SG&A and manufacturing costs were partially offset by less favorable mix.
Unallocated Corporate
Unallocated corporate expense of $45.4 million decreased from $50.8 million in the prior year. 2011 included a $25 million lower
pension credit as compared to 2010. In addition, 2010 included $14.7 million for CEO transition costs, $6.1 million of asset impairment
charges related to the termination of our flight operations, $4.0 million of restructuring charges, and a gain of $2.3 million on the
collection of a non-current note receivable. After consideration of these items, corporate expenses declined in 2011 due to lower core
spending and reduced headcount.
FINANCIAL CONDITION AND LIQUIDITY
Cash Flow
Operating activities for 2011 provided $212.2 million of cash, an increase of $21.8 million compared to the $190.4 million of cash
provided in 2010. The increase was primarily due to higher earnings partially offset by lower cash generated by changes in working
capital.
Net cash used for investing activities was $18.4 million for 2011, compared to $41.0 million in 2010. This change was primarily due to
increased purchases of property, plant and equipment and decreased proceeds from the sale of assets in 2011, partially offset by the
receipt of cash from our Recovery Zone Facility bonds and increased distributions from WAVE.
Net cash used for financing activities was $32.4 million for 2011, compared to $409.0 million during 2010. Net cash used in 2011 was
impacted by $25.0 million of payments on our revolving credit facility, payments of long-term debt of $9.1 million and financing costs
of $7.9 million, partially offset by proceeds from exercised stock options of $7.7 million. Net cash used in 2010 was impacted by a cash
dividend of $798.6 million partially offset by $800 million of new debt that was used to repay our $430 million credit agreement.
Additionally, in 2010 we issued $35 million in Recovery Zone Facility bonds related to our West Virginia mineral wool plant.
Liquidity
Our liquidity needs for operations vary throughout the year. We retain lines of credit to facilitate our seasonal cash flow needs, since
cash flow is generally lower during the first and fourth quarters of our fiscal year. On November 23, 2010, we executed a $1.05 billion
senior credit facility arranged by Merrill Lynch, Pierce, Fenner & Smith, Inc., J.P. Morgan Securities, Inc. and Barclays Capital. This
facility consists of a $250 million revolving credit facility (with a $150 million sublimit for letters of credit), a $250 million Term Loan
A and a $550 million Term Loan B. The facility is secured by U.S. personal property, the capital stock of material U.S. subsidiaries and
a pledge of 65% of the stock of our material first tier foreign subsidiaries.
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On March 10, 2011, we entered into an amendment pursuant to which the following changes were effected with respect to Term Loan B:


The applicable margin for borrowings under Term Loan B was reduced (i) to 2.00% from 2.50% with respect to base rate
borrowings, and (ii) to 3.00% from 3.50% with respect to LIBOR borrowings;



The minimum interest rate for borrowings under Term Loan B was reduced from 1.50% to 1.00%; and



The maturity date for Term Loan B was extended from May 23, 2017 to March 10, 2018. Until maturity, quarterly
amortization payments on Term Loan B will continue in an amount equal to 0.25% of the original principal amount of Term
Loan B.

In connection with the amendment to Term Loan B, we paid a $5.5 million prepayment premium, which represented one percent of the
principal amount of Term Loan B and which was capitalized and is being amortized into interest expense over the life of the loan. We
also paid approximately $1.6 million of fees to third parties (banks, attorneys, etc.).
The senior credit facility includes two financial covenants that require the ratio of consolidated earnings before interest, taxes,
depreciation and amortization (EBITDA) to consolidated cash interest expense minus cash consolidated interest income
(consolidated interest coverage ratio) to be greater than or equal to 3.0 to 1.0 and require the ratio of consolidated funded
indebtedness minus AWI and domestic subsidiary unrestricted cash and cash equivalents up to $100 million to consolidated EBITDA
(consolidated leverage ratio) to be less than or equal to 4.5 to 1.0 through June 30, 2012, 4.0 to 1.0 after June 30, 2012 through
September 30, 2013 and 3.75 to 1.0 after September 30, 2013. We currently believe that default under these covenants is unlikely. Fully
borrowing under our revolving credit facility would not violate these covenants. During 2011 we were in compliance with all covenants
of the credit agreement.
The Revolving Credit and Term Loan A portions are currently priced at a spread of 3.00% over LIBOR and the Term Loan B portion (as
amended) is priced at 3.00% over LIBOR with a 1.00% LIBOR floor for its entire term. The Term Loan A and Term Loan B were both
fully drawn and are currently priced on a variable interest rate basis. On March 31, 2011, we entered into two interest rate swaps, on our
Term Loan A and Term Loan B, with notional amounts of $100 million and $200 million, respectively, which mature in November
2015. Under the terms of the Term Loan A swap, we receive 3-month LIBOR and pay a fixed rate over the hedged period. Under the
terms of the Term Loan B swap, we receive the greater of 3-month LIBOR or the 1% LIBOR Floor and pay a fixed rate over the hedged
period. These swaps are designated as cash flow hedges to hedge against changes in LIBOR for a portion of our variable rate debt. The
unpaid balances of Term Loan A, the Revolving Credit and Term Loan B of the credit facility may be prepaid without penalty at the
maturity of their respective interest reset periods. Any amounts prepaid on the Term Loan A or Term Loan B may not be re-borrowed.
Mandatory prepayments are required under the senior credit facility pursuant to an annual leverage test starting with the year ending
December 31, 2011, under which, if our consolidated leverage ratio is greater than 2.0 to 1.0, but less than 2.5 to 1.0, we would be
required to make a prepayment of 25% of Consolidated Excess Cash Flow, as defined by the credit agreement. If our consolidated
leverage ratio is greater than 2.5 to 1.0, the prepayment amount would be 50% of Consolidated Excess Cash Flow.
As of December 31, 2011, we had $480.6 million of cash and cash equivalents, $381.8 million in the U.S. and $98.8 million in various
foreign jurisdictions.
Our current debt rating from S&P is BB- (stable) and from Moodys is B1 (stable).
On December 10, 2010, we established a $100 million Receivables Securitization Program. AWI and its subsidiary, Armstrong
Hardwood Flooring Company, sold their U.S. receivables to Armstrong
28

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Managements Discussion and Analysis of Financial Condition and Results of Operations
Receivables Company LLC (ARC), a Delaware entity that is consolidated in these financial statements. ARC financed those
receivables through Credit Agricole Corporate and Investment Bank, with a maximum commitment of $100 million. In addition to the
financing of receivables by Credit Agricole, under the documentation establishing the program, Credit Agricole could also issue letters
of credit at the request of ARC. The purchase and letter of credit commitments under the program were originally set to expire in
December 2013, subject to possible extensions thereafter. In December 2011, this facility was assigned to the Bank of Nova Scotia and
extended to 2014.
On December 16, 2010, we issued $35.0 million of Recovery Zone Facility bonds through Jackson County, West Virginia, to finance the
construction of our new mineral wool plant. These tax exempt bonds are seven day variable rate demand notes backed by a letter of
credit. These bonds mature in 2041.
On December 31, 2011, we had outstanding letters of credit totaling $70.5 million, of which $19.4 million was issued under the
revolving credit facility, $50.6 million was issued under the securitization facility and $0.5 million was issued by other banks of
international subsidiaries. Letters of credit are issued to third party suppliers, insurance and financial institutions and typically can only
be drawn upon in the event of AWIs failure to pay its obligations to the beneficiary.
As of December 31, 2011
Foreign Financing Arrangements
(dollar amounts in millions)

Limit

Used

Available

Lines of credit available for borrowing
Lines of credit available for letters of credit

$21.6
2.4


$0.9

$ 21.6
1.5

Total

$24.0

$0.9

$ 23.1

These lines of credit are uncommitted, and poor operating results or credit concerns at the related foreign subsidiaries could result in the
lines being withdrawn by the lenders. We have historically been able to maintain and, as needed, replace credit facilities to support our
foreign operations.
In 2011 and 2010, our Board of Directors approved the construction of a U.S. mineral wool plant to supply our Building Products
plants, the allocation of capital to double our Building Products production capacity in China, and the construction of two flooring
plants in China. Total capital spending for these projects is currently projected to be approximately $200 million. Through December 31,
2011, we have incurred approximately $72 million related to these projects with most of the remaining spending to occur in 2012.
In February 2012, our Board of Directors approved the construction of a mineral fiber ceiling plant in Russia. Total capital spending is
expected to be approximately $100 million. The spending will be incurred through 2015 with the majority of the spending in 2013.
We believe that cash on hand and cash generated from operations, together with lines of credit, availability under our securitization
program, and the availability under the $250 million revolving credit facility, will be adequate to address our foreseeable liquidity needs
based on current expectations of our business operations, capital expenditures and scheduled payments of debt obligations.
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2010 COMPARED TO 2009
CONSOLIDATED RESULTS
(dollar amounts in millions)
Change is Favorable/
(Unfavorable)

2010

2009

Net sales:
Americas
Europe
Pacific Rim

$1,966.7
600.9
198.8

$1,995.6
626.0
158.4

(1.4
(4.0
25.5

)%
)%
%

Total consolidated net sales
Operating income

$2,766.4
$81.1

$2,780.0
$90.6

(0.5
(10.5

)%
)%

Consolidated net sales remained flat for the year, as a decrease in volume was largely offset by improved product mix.
Net sales in the Americas decreased approximately 1% as decreased residential volumes more than offset price realization, improved
product mix, and favorable foreign exchange of $15.1 million.
Net sales in the European markets declined approximately 4% as Building Products volume growth was offset by less profitable mix in
both Building Products and Resilient Flooring. In addition, results reflect unfavorable foreign exchange of $20.7 million.
Net sales in the Pacific Rim increased approximately 26% primarily due to volume growth and favorable foreign exchange of $12.9
million.
Cost of goods sold was 77.9% of net sales, compared to 77.7% for the same period in 2009. Compared to the prior year, reduced
manufacturing costs were offset by higher input costs.
SG&A expenses in 2010 were $531.3 million, or 19.2% of net sales, and $552.4 million, or 19.9% of net sales, in 2009. The decreases
were due to reductions in core SG&A expenses and a gain of $2.3 million on the collection of a non-current note receivable. In 2010
these decreases offset $14.7 million of CEO transition costs, a $6.1 million asset impairment charge related to the termination of our
flight operations and an asset impairment charge of $2.1 million for a European warehouse facility.
Restructuring charges of $22.0 million were recorded in 2010 for severance and related costs for several plant closures and reductions in
SG&A personnel. See Note 15 to the Consolidated Financial Statements for further information.
Equity earnings from our WAVE joint venture were $45.0 million compared to $40.0 million in 2009. See Note 10 to the Consolidated
Financial Statements for further information.
Interest expense was $21.2 million compared to $17.7 million in 2009. The increase is primarily due to the refinancing of our credit
facility in the fourth quarter of 2010. In connection with the refinancing we wrote off $3.8 million of unamortized debt financing costs
related to our previous credit facility to interest expense.
Income tax expense (benefit) was $55.7 million and $(2.5) million in 2010 and 2009, respectively. The effective tax rate for 2010 was
83.5% as compared to a rate of -3.3% for 2009. The effective tax rate for 2010 was significantly higher than 2009 due to the enactment
of health care reform legislation in March 2010 and the impact of the settlement of the Internal Revenue Service examination in July
2009.
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REPORTABLE SEGMENT RESULTS
Building Products
(dollar amounts in millions)
Change is Favorable/
(Unfavorable)

2010

2009

Net sales:
Americas
Europe
Pacific Rim

$696.0
324.4
115.1

$661.9
331.7
94.1

5.2
(2.2
22.3

%
)%
%

Total segment net sales
Operating income

$1,135.5
$171.0

$1,087.7
$155.9

4.4
9.7

%
%

Net sales in the Americas increased due to improved product mix, price realization and favorable foreign exchange impact of $6.4
million.
Net sales in Europe declined as higher volume was offset by less profitable product mix and unfavorable foreign exchange of $9.1
million.
Net sales in the Pacific Rim increased on higher volume and favorable foreign exchange of $6.7 million.
Operating income increased primarily due to the margin impact of increased sales, reduced manufacturing expenses, and higher
earnings from WAVE, partially offset by restructuring costs and non-cash accelerated depreciation charges of approximately $21 million
in 2010 and a loss on the sale of our European metal ceilings contract installation business of $5.8 million in 2010.
Resilient Flooring
(dollar amounts in millions)
Change is Favorable/
(Unfavorable)

2010

2009

Net sales:
Americas
Europe
Pacific Rim

$653.0
276.5
83.7

$673.1
294.3
64.3

(3.0
(6.0
30.2

)%
)%
%

Total segment net sales
Operating income (loss)

$1,013.2
$13.1

$1,031.7
$0.1

(1.8
Favorable

)%

Net sales in the Americas declined primarily due to volume declines in residential and commercial markets, partially offset by product
mix improvement and favorable foreign exchange of $6.4 million.
Net sales in European markets declined on lower volume partially due to our exit in the fourth quarter of 2010 of the residential flooring
business, unfavorable product mix, and unfavorable foreign exchange impact of $11.6 million.
Net sales in the Pacific Rim increased due to higher volume and favorable foreign exchange impact of $6.2 million.
Operating income improved as reduced manufacturing and SG&A expenses more than offset the margin impact of lower sales and raw
material inflation. Operating income in 2010 was negatively impacted by approximately $17 million of charges related to the
restructuring of the European business, $2.1 million of asset impairment charges and approximately $7 million of costs related to the
closure of our Montreal, Canada facility, partially offset by approximately $7 million of income due to laminate duty refunds. See Note
30 to the Consolidated Financial Statements for further information on the laminate duty refunds. Operating income in 2009 was
negatively impacted by $4.7 million in cost reduction initiatives expenses
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and $3.0 million of asset impairment charges. The European Resilient Flooring business incurred losses of $36.1 million for 2010 and
$25.7 million for the same period in 2009.
Wood Flooring
(dollar amounts in millions)

Total segment net sales
Operating (loss)

2010

2009

$479.1
$(45.8 )

$510.4
$(5.9 )

Change is
(Unfavorable)
(6.1
)%
Unfavorable

Net sales declined due to lower volume in residential markets partially offset by improvements in product mix and price.
Operating income declined as the margin impact of lower sales, significant raw hardwood lumber material inflation and the related
inventory valuation impact of this inflation, offset reduced manufacturing and SG&A expenses. Operating income in 2010 was
negatively impacted by approximately $16 million of fixed asset write downs and restructuring charges related to the closure of two
manufacturing facilities. Non-cash impairment charges of $22.4 and $18.0 million related to our Wood Flooring trademarks also
negatively impacted operating income in 2010 and 2009, respectively.
Cabinets
(dollar amounts in millions)

Total segment net sales
Operating (loss)

2010

2009

$138.6
$(6.4 )

$150.2
$(18.3 )

Change is Favorable/
(Unfavorable)
(7.7
65.0

)%
%

Net sales decreased due to lower volume driven by continued declines in residential housing markets.
Operating loss improved primarily due to reduced SG&A and manufacturing expenses, partially offset by the margin impact of lower
sales. Operating loss in 2009 was impacted by $6.1 million of expenses related to the Auburn, Nebraska plant closure.
Unallocated Corporate
Unallocated corporate expense of $50.8 million increased from $41.2 million in the prior year. 2010 included $14.7 million for CEO
transition costs, $6.1 million of asset impairment charges related to the termination of our flight operations and $4.0 million of
restructuring charges. 2010 was negatively impacted compared to 2009 by a lower pension credit and costs related to the support of our
LEAN initiatives. 2009 included $31.6 million related to a change in control event which resulted in accelerated stockbased
compensation expense.
For managements discussion and analysis of results of operations for the quarters ended December 31, 2011 and 2010, see Item 8
Financial Statements and Supplementary Data.
CASH FLOW
Operating activities for 2010 provided $190.4 million of cash, a decrease of $69.8 million compared to the $260.2 million of cash
provided for 2009. The decrease was primarily due to lower decreases in inventories during 2010 compared to 2009, and a decrease in
accounts receivables in 2009 compared to a small increase in 2010. These decreases were partially offset by increases in accounts
payable and accrued expenses across most business units, partially due to restructuring accruals, compared to decreases in 2009.
Net cash used by investing activities was unchanged. Higher proceeds from asset sales and lower capital expenditures were primarily
offset by restricted cash received related to the financing of our West Virginia mineral wool plant.
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Net cash used for financing activities was $409.0 million for 2010, primarily due to a cash dividend of $798.6 million partially offset by
$800 million of new debt that was used to repay our $430 million credit agreement. In addition, we issued $35 million in bonds related
to our West Virginia mineral wool plant. Net cash used for financing activities was $26.7 million for 2009 primarily due to scheduled
debt repayments. See Liquidity section for further discussion of our refinancing.
OFF-BALANCE SHEET ARRANGEMENTS
No disclosures are required pursuant to Item 303(a)(4) of Regulation S-K.
CONTRACTUAL OBLIGATIONS
As part of our normal operations, we enter into numerous contractual obligations that require specific payments during the term of the
various agreements. The following table includes amounts ongoing under contractual obligations existing as of December 31, 2011.
Only known payments that are dependent solely on the passage of time are included. Obligations under contracts that contain minimum
payment amounts are shown at the minimum payment amount. Contracts that have variable payment structures without minimum
payments are excluded. Purchase orders that are entered into in the normal course of business are also excluded because they are
generally cancelable and not legally binding. Amounts are presented below based upon the currently scheduled payment terms. Actual
future payments may differ from the amounts presented below due to changes in payment terms or events affecting the payments.
(dollar amounts in millions)
Long-term debt
Scheduled interest payments (1)
Operating lease obligations (2)
Unconditional purchase obligations (3)
Other obligations (4), (5)

2012

2013

2014

2015

2016

Thereafter

$18.1
37.7
7.1
37.9
4.3

$30.5
36.6
5.9
6.1


$43.0
35.5
3.5
4.2


$180.5
36.4
2.0
3.6


$5.5
28.4
1.5
1.1


$ 563.4
75.7
3.6



$841.0
250.3
23.6
52.9
4.3

Total contractual obligations

$105.1

$79.1

$86.2

$222.5

$36.5

$ 642.7

$1,172.1

(1)

(2)

(3)

(4)
(5)

Total

For debt with variable interest rates and interest rate swaps, we projected future interest payments based on market based interest
rate swap curves.
Lease obligations include the minimum payments due under existing agreements with non-cancelable lease terms in excess of one
year.
Unconditional purchase obligations include (a) purchase contracts whereby we must make guaranteed minimum payments of a
specified amount regardless of how little material is actually purchased (take or pay contracts) and (b) service agreements.
Unconditional purchase obligations exclude contracts entered into during the normal course of business that are non-cancelable
and have fixed per unit fees, but where the monthly commitment varies based upon usage. Cellular phone contracts are an
example.
Other obligations include payments under severance agreements.
Other obligations, does not include $127.2 million of liabilities under ASC 740 Income Taxes. Due to the uncertainty relating to
these positions, we are unable to reasonably estimate the ultimate amount or timing of the settlement of these issues. See Note 16
to the Consolidated Financial Statements for more information.

We have issued financial guarantees to assure payment on behalf of our subsidiaries in the event of default on various debt and lease
obligations in the table above. We have not issued any guarantees on behalf of joint-venture or unrelated businesses.
We are party to supply agreements, some of which require the purchase of inventory remaining at the supplier upon termination of the
agreement. The last such agreement will expire in 2014. Had these agreements terminated at December 31, 2011, Armstrong would
have been obligated to purchase approximately $16.7 million of inventory. Historically, due to production planning, we have not had to
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Managements Discussion and Analysis of Financial Condition and Results of Operations
purchase material amounts of product at the end of similar contracts. Accordingly, no liability has been recorded for these guarantees.
As part of our executive compensation plan, certain current and former executives participate in a split-dollar insurance program where
we are responsible for remitting the premiums. Since 1998, the program was closed to new participants. As of December 31, 2011, we
carried a cash surrender value asset of $1.0 million related to this program. Should we discontinue making premium payments, the
insured executives have the right to the entire policy cash surrender value. In light of the Sarbanes-Oxley Act, we believe it is
inappropriate to make the premium payments for two of the executives participating in this plan. As a result, we have required these two
individuals to make the premium payments to continue the policy.
We utilize lines of credit and other commercial commitments in order to ensure that adequate funds are available to meet operating
requirements. Letters of credit are issued to third party suppliers, insurance and financial institutions and typically can only be drawn
upon in the event of our failure to pay our obligations to the beneficiary. This table summarizes the commitments we have available in
the U.S. for use as of December 31, 2011. Letters of credit are currently arranged through our revolving credit facility or our
securitization facility.

Other Commercial Commitments
(dollar amounts in millions)

Total
Amounts
Committed

Less
Than 1
Year

Letters of credit

$ 70.5

$ 70.5

13
Years


45
Years


Over 5
Years


In addition, our foreign subsidiaries had available lines of credit totaling $24.0 million of which $2.4 million was available only for
letters of credit and guarantees. There were no borrowings under these lines of credit as of December 31, 2011, leaving $21.6 million of
unused lines of credit available for foreign borrowings. There were $0.9 million of letters of credit issued under these credit lines as of
December 31, 2011 leaving additional letter of credit availability of $1.5 million.
On December 31, 2011, we had a $250 million revolving credit facility with a $150 million sublimit for letters of credit, of which $19.4
million was outstanding. There were no borrowings under the revolving credit facility. Availability under this facility totaled $230.6
million as of December 31, 2011. We also have the $100 million securitization facility which as of December 31, 2011 had letters of
credit outstanding of $50.6 million and no borrowings against it. Maximum capacity under this facility was $57.2 million (of which $6.6
million was available), subject to accounts receivable balances and other collateral adjustments.
In disposing of assets, we have entered into contracts that included various indemnity provisions, covering such matters as taxes,
environmental liabilities and asbestos and other litigation. Some of these contracts have exposure limits, but many do not. Due to the
nature of the indemnities, it is not possible to estimate the potential maximum exposure under these contracts. For contracts under which
an indemnity claim has been received, a liability of $4.3 million has been recorded as of December 31, 2011, which is included in
environmental liabilities as disclosed in Note 30 to the Consolidated Financial Statements.
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I TEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Market Risk
We are exposed to market risk from changes in foreign currency exchange rates, interest rates and commodity prices that could impact
our results of operations and financial condition. We use forward swaps and option contracts to hedge currency, interest rate and
commodity exposures. Forward swap and option contracts are entered into for periods consistent with underlying exposure and do not
constitute positions independent of those exposures. We use derivative financial instruments as risk management tools and not for
speculative trading purposes. In addition, derivative financial instruments are entered into with a diversified group of major financial
institutions in order to manage our exposure to potential nonperformance on such instruments. We regularly monitor developments in
the capital markets.
Counterparty Risk
We only enter into derivative transactions with established counterparties having a credit rating of BBB or better. We monitor
counterparty credit default swap levels and credit ratings on a regular basis. All of our derivative transactions with counterparties are
governed by master International Swap and Derivatives Association agreements (ISDAs) with netting arrangements. These
agreements can limit our exposure in situations where we have gain and loss positions outstanding with a single counterparty. We
generally do not post nor receive cash collateral with any counterparty for our derivative transactions. As of December 31, 2011 we had
no cash collateral posted or received for any of our derivative transactions. These ISDAs do not contain any credit contingent features
other than those contained in our bank credit facility. Exposure to individual counterparties is controlled, and thus we consider the risk
of counterparty default to be negligible.
Interest Rate Sensitivity
We are subject to interest rate variability on our Term Loan A, Term Loan B, revolving credit facility and other borrowings. A
hypothetical increase of one-quarter percentage point in LIBOR interest rates from December 31, 2011 levels would increase 2012
interest expense by approximately $0.5 million. A significant portion of our debt has a 1% LIBOR floor which would not be affected by
a one-quarter percentage point move in LIBOR given the current interest rate environment. We also have $300 million of interest rate
swaps outstanding, which fixes a portion of our debt. The effects of the interest rate swaps are included in this calculation.
As of December 31, 2011, we had two interest rate swaps outstanding, one on Term Loan A and one on Term Loan B, with notional
amounts of $100 million and $200 million, respectively, which mature in November 2015. We utilize interest rate swaps to minimize the
fluctuations in earnings caused by interest rate volatility. Interest expense on variable-rate liabilities increases or decreases as a result of
interest rate fluctuations. Under the terms of Term Loan A swap, we receive 3-month LIBOR and pay a fixed rate over the hedged
period. Under the terms of the Term Loan B swap, we received the greater of 3-month LIBOR or the 1% LIBOR Floor and pay a fixed
rate over the hedged period. These swaps are designated as cash flow hedges against changes in LIBOR for a portion of our variable
rate debt. The mark-to-market loss was $14.0 million at December 31, 2011.
The table below provides information about our long-term debt obligations as of December 31, 2011, including payment requirements
and related weighted-average interest rates by scheduled maturity dates. Weighted average variable rates are based on implied forward
rates in the yield curve and are exclusive of our interest rate swaps.
Scheduled maturity date
(dollar amounts in millions)

2012

2013

2014

Variable rate
Avg. interest rate

$18.1
3.75%

$30.5
3.80%

$43.0
4.00%
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2015
$180.5
4.55 %

2016
$5.5
5.05%

After
2016
$563.4
5.40 %

Total
$841.0
5.05 %

Exchange Rate Sensitivity
We manufacture and sell our products in a number of countries throughout the world and, as a result, are exposed to movements in
foreign currency exchange rates. To a large extent, our global manufacturing and sales provide a natural hedge of foreign currency
exchange rate movement. We use foreign currency forward exchange contracts to reduce our remaining exposure. At December 31,
2011, our major, pre-hedging foreign currency exposures are to the Canadian Dollar, Euro, and Australian Dollar. A 10% strengthening
of all currencies against the U.S. dollar compared to December 31, 2011 levels would increase our 2012 earnings before income taxes
by approximately $2.6 million, including the impact of current foreign currency forward exchange contracts.
We also use foreign currency forward exchange contracts to hedge exposures created by cross-currency intercompany loans.
The table below details our outstanding currency instruments as of December 31, 2011.
On balance sheet foreign exchange related derivatives
(dollar amounts in millions)
Notional amounts
Assets at fair value

Maturing in
2012
$ 135.4
$ 0.9

Natural Gas Price Sensitivity
We purchase natural gas for use in the manufacture of ceiling tiles and other products, as well as to heat many of our facilities. As a
result, we are exposed to fluctuations in the price of natural gas. We have a policy of reducing North American natural gas volatility
through derivative instruments, including forward swap contracts, purchased call options and zero-cost collars. As of December 31,
2011, we had contracts to hedge approximately $47.2 million (notional amounts) of natural gas. All of these contracts mature by
2013. A 10% increase in North American natural gas prices compared to December 31, 2011 prices would increase our 2012 expenses
by approximately $0.3 million including the impact of current hedging contracts. At December 31, 2011 we had recorded liabilities of
$9.3 million related to these contracts.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
SUPPLEMENTARY DATA
Quarterly Financial Information for the Years Ended December 31, 2011 and 2010 (Unaudited)
The following consolidated financial statements are filed as part of this Annual Report on Form 10-K:
Reports of Independent Registered Public Accounting Firm.
Consolidated Statements of Earnings for the Years Ended December 31, 2011, 2010 and 2009.
Consolidated Balance Sheets as of December 31, 2011 and 2010.
Consolidated Statements of Equity for the Years Ended December 31, 2011, 2010 and 2009.
Consolidated Statements of Cash Flows for the Years Ended December 31, 2011, 2010 and 2009.
Notes to Consolidated Financial Statements.
Schedule II for the Years Ended December 31, 2011, 2010, and 2009.
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Armstrong World Industries, Inc., and Subsidiaries
Quarterly Financial Information (unaudited)
(dollar amounts in millions, except for per share data)
2011
Net sales
Gross profit

First

Second

Third

Fourth

$685.2
160.7

$748.6
184.7

$773.6
196.9

$652.1
129.3

Net earnings
Per share of common stock:
Basic
Diluted

13.5

37.9

52.5

8.5

$0.23
$0.23

$0.64
$0.64

$0.89
$0.89

$0.14
$0.14

Price range of common stockhigh
Price range of common stocklow
Dividends paid per share

$47.53
$39.41


$48.37
$42.50


$48.68
$32.47


$45.96
$32.82


2010
Net sales
Gross profit

First

Second

Third

Fourth

$658.9
145.8

$724.8
170.4

$739.8
172.0

$642.9
123.6

Net earnings (loss)
Per share of common stock:
Basic
Diluted

(19.4 )

26.8

24.6

(21.0 )

$(0.34 )
$(0.34 )

$0.47
$0.46

$0.42
$0.42

$(0.36 )
$(0.36 )

Price range of common stockhigh
Price range of common stocklow
Dividends paid per share

$40.93
$33.42


$45.05
$29.44


$43.05
$28.01


$54.58
$39.55
$13.74

Note: The net sales and gross profit amounts reported above are reported on a continuing operations basis. The sum of the quarterly
earnings per share data may not equal the total year amounts due to changes in the average shares outstanding and, for diluted data, the
exclusion of the anti-dilutive effect in certain quarters.
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Fourth Quarter 2011 Compared With Fourth Quarter 2010
Net sales of $652.1 million in the fourth quarter of 2011 increased from net sales of $642.9 million in the fourth quarter of 2010.
Excluding the favorable effects of foreign exchange rates of approximately $3 million, net sales increased approximately 1%. The
increase in sales was due to improved price realization and favorable mix, partially offset by volume declines. Net sales increased
approximately 4% in the Americas. Excluding the favorable impact of foreign exchange of approximately $2 million, net sales in
Europe declined by almost 10%. The reduction in sales in our European markets is largely due to the restructuring of our European
flooring business. Excluding the favorable impact of foreign exchange of approximately $1 million, Pacific Rim sales increased
approximately 7%.
Building Products net sales increased by approximately 5%, excluding the favorable effects of foreign exchange rates, due to better
price realization and favorable mix. Resilient Flooring net sales decreased by approximately 4%, excluding the favorable effects of
foreign exchange rates, primarily due to lower volumes in Europe related to the restructuring of our European flooring business, and
some positive price and mix. Wood Flooring net sales increased approximately 3% as higher volumes were partially offset by
unfavorable mix and price. Cabinets net sales decreased by almost 11% on volume declines due to declines in the residential housing
markets.
The fourth quarter of 2010 was negatively impacted by non-cash impairment charges of $22.4 million related to our Wood trademarks,
approximately $19 million of fixed asset write downs and severance charges and a $5.8 million loss on the sale of our European metal
ceilings contract installation business.
For the fourth quarter of 2011, cost of goods sold was 80.2% of net sales, compared to 80.8% in 2010. The decrease was due to positive
pricing actions and reduced manufacturing costs partially offset by higher input costs.
Selling, general and administrative (SG&A) expenses for the fourth quarter of 2011 were $117.2 million, or 18.0% of net sales
compared to $130.8 million, or 20.3% of net sales, for the fourth quarter of 2010. Reductions in SG&A expenses in 2011 were primarily
due to lower core spending and reduced headcount. 2010 was impacted by a loss on the sale of our European metal ceilings contract
installation business.
Restructuring charges in the fourth quarter of 2011 and 2010 of $1.0 million and $7.0 million, respectively, were recorded for severance
and related costs.
Equity earnings in the fourth quarter of 2011 and 2010 were $10.5 million and $6.4 million, respectively.
Operating income of $21.6 million in the fourth quarter of 2011 compared to a loss of $30.2 million in the fourth quarter of 2010
primarily resulted from the items discussed above.
Interest expense was $10.9 million compared to $9.4 million in 2010. The increase was primarily due to the fourth quarter 2010
refinancing of our credit facility which increased outstanding debt balances and interest rates compared to our previous facility. In the
fourth quarter of 2010, in connection with the refinancing we wrote off $3.8 million of unamortized debt financing costs related to our
previous credit facility to interest expense.
Income tax expense for the fourth quarter of 2011 was $2.7 million on pre-tax income of $11.2 million versus a tax benefit of $17.0
million on a pre-tax loss of $38.0 million in 2010. The effective tax rate for the fourth quarter of 2011 was lower than 2010 primarily
due to additional foreign tax credits recognized.
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Managements Report on Internal Control over Financial Reporting
Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is
defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934, as amended. Our internal control over financial
reporting was designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of our
financial statements for external purposes in accordance with generally accepted accounting principles.
Because of inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, conducted an evaluation of the
effectiveness of our internal control over financial reporting based on the framework in Internal Control-Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on this evaluation and the criteria in the
COSO framework, our management concluded that our internal control over financial reporting was effective as of December 31, 2011.
KPMG LLP, an independent registered public accounting firm, audited our internal control over financial reporting as of December 31,
2011. Their audit report can be found on page 41.
/s/ Matthew J. Espe
Matthew J. Espe
Chief Executive Officer and President
/s/ Thomas B. Mangas
Thomas B. Mangas
Senior Vice President and Chief Financial Officer
/s/ Stephen F. McNamara
Stephen F. McNamara
Vice President and Corporate Controller
February 27, 2012
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Shareholders
Armstrong World Industries, Inc.:
We have audited Armstrong World Industries, Inc. and subsidiaries (the Company) internal control over financial reporting as of
December 31, 2011, based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). The Companys management is responsible for maintaining effective internal
control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the
accompanying Managements Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the
Companys internal control over financial reporting based on our audit.
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over
financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness
of internal control based on the assessed risk. Our audit also included performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.
A companys internal control over financial reporting is a process designed 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. A companys internal control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the companys assets that could have a material effect
on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.
In our opinion, Armstrong World Industries, Inc. and subsidiaries maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2011, based on criteria established in Internal Control-Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO).
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of the Company as of December 31, 2011 and 2010, and the related consolidated statements of earnings,
equity, and cash flows for each of the years in the three-year period ended December 31, 2011, and our report dated February 27, 2012
expressed an unqualified opinion on those consolidated financial statements.
/s/ KPMG LLP
Philadelphia, Pennsylvania
February 27, 2012
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Shareholders
Armstrong World Industries, Inc.:
We have audited the accompanying consolidated balance sheets of Armstrong World Industries, Inc. and subsidiaries (the Company)
as of December 31, 2011 and 2010, and the related consolidated statements of earnings, equity and cash flows for each of the years in
the three-year period ended December 31, 2011. In connection with our audits of the consolidated financial statements, we also have
audited the financial statement schedule as listed in the accompanying index on page 37. These consolidated financial statements and
financial statement schedule are the responsibility of the Companys management. Our responsibility is to express an opinion on these
consolidated financial statements and financial statement schedule based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Armstrong World Industries, Inc. and subsidiaries as of December 31, 2011 and 2010, and the results of their operations and their cash
flows for each of the years in the three-year period ended December 31, 2011, in conformity with U.S. generally accepted accounting
principles. Also in our opinion, the related financial statement schedule, when considered in relation to the basic consolidated financial
statements taken as a whole, presents fairly, in all material respects, the information set forth therein.
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
Companys internal control over financial reporting as of December 31, 2011, based on criteria established in Internal ControlIntegrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report
dated February 27, 2012 expressed an unqualified opinion on the effectiveness of the Companys internal control over financial
reporting.
/s/ KPMG LLP
Philadelphia, Pennsylvania
February 27, 2012
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Armstrong World Industries, Inc., and Subsidiaries
Consolidated Statements of Earnings
(amounts in millions, except per share data)
Years Ended December 31,
2011

2010

2009

$2,859.5
2,187.9

$2,766.4
2,154.6

$2,780.0
2,159.0

Gross profit

671.6

611.8

621.0

Selling, general and administrative expenses
Intangible asset impairment
Restructuring charges, net
Equity earnings from joint venture

478.3

9.0
(54.9 )

531.3
22.4
22.0
(45.0 )

552.4
18.0

(40.0 )

Operating income

239.2

81.1

90.6

Interest expense
Other non-operating expense
Other non-operating (income)

48.5
1.4
(3.8

21.2
1.2
(8.0

17.7
0.9
(3.2

)

Earnings before income taxes
Income tax expense (benefit)

193.1
80.7

66.7
55.7

75.2
(2.5

)

Earnings

$112.4

$11.0

$77.7

Earnings per share of common stock:
Basic
Diluted

$1.91
$1.90

$0.19
$0.19

$1.36
$1.36

58.3
58.8

57.7
58.2

56.8
57.0

Net sales
Cost of goods sold

Average number of common shares outstanding:
Basic
Diluted
See accompanying notes to consolidated financial statements beginning on page 47.
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)

)

Armstrong World Industries, Inc., and Subsidiaries
Consolidated Balance Sheets
(amounts in millions, except share data)
December 31,
2011

December 31,
2010

$ 480.6
232.5
388.9
45.3
23.4
38.6

$ 315.8
229.5
398.5
20.9
20.7
35.3

Assets
Current assets:
Cash and cash equivalents
Accounts and notes receivable, net
Inventories, net
Deferred income taxes
Income tax receivable
Other current assets
Total current assets

1,209.3

1,020.7

Property, plant and equipment, less accumulated depreciation and amortization of $506.4
and $482.8, respectively

902.9

854.9

Prepaid pension costs
Investment in joint venture
Intangible assets, net
Restricted cash
Deferred income taxes
Other noncurrent assets

58.0
141.0
545.1
1.5
46.4
90.5

130.7
188.6
556.1
30.0
45.0
96.4

$ 2,994.7

$ 2,922.4

$ 2.0
18.1
359.6
4.0
2.4

$ 25.0
10.3
340.3
4.9
2.4

386.1

382.9

822.9
272.2
206.7
78.9
36.7
61.0

839.6
277.9
202.1
70.3
34.7
24.1

1,478.4

1,448.7

0.6
1,467.5
77.1
(415.0

0.6
1,451.2
(35.3
(325.7

Total assets
Liabilities and Shareholders Equity
Current liabilities:
Short-term debt
Current installments of long-term debt
Accounts payable and accrued expenses
Income tax payable
Deferred income taxes
Total current liabilities
Long-term debt, less current installments
Postretirement benefit liabilities
Pension benefit liabilities
Other long-term liabilities
Income taxes payable
Deferred income taxes
Total noncurrent liabilities
Shareholders equity:
Common stock, $0.01 par value per share, authorized 200 million shares; issued
58,424,691 shares in 2011 and 58,070,807 shares in 2010
Capital in excess of par value
Retained earnings (accumulated deficit)
Accumulated other comprehensive (loss)
Total shareholders equity

1,130.2
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)

1,090.8

)
)

Total liabilities and shareholders equity

$ 2,994.7

See accompanying notes to consolidated financial statements beginning on page 47.
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$ 2,922.4

Armstrong World Industries, Inc., and Subsidiaries
Consolidated Statements of Equity
(amounts in millions)

Total

AWI Shareholders

NonControlling Interest

Year 2011
Common stock:
Balance at beginning of year and December 31

$0.6

$0.6

Capital in excess of par value:
Balance at beginning of year
Share-based employee compensation, net

$1,451.2
16.3

$1,451.2
16.3

$1,467.5

$1,467.5

Balance at December 31
Retained earnings:
Balance at beginning of year
Net earnings for period

$(35.3 )
112.4

Balance at December 31

$112.4

$77.1

Accumulated other comprehensive (loss):
Balance at beginning of year
Foreign currency translation adjustments
Derivative (loss), net
Pension and postretirement adjustments
Total other comprehensive (loss)

$(325.7
(1.6
(9.0
(78.7

)
)
)
)
(89.3 )

$(415.0 )

Comprehensive income

$(325.7
(1.6
(9.0
(78.7

)
)
)
)

(89.3

)

(89.3 )

$(415.0 )
$23.1

Total equity

$112.4

$77.1

(89.3 )

Balance at December 31

$(35.3 )
112.4

$1,130.2

$23.1
$1,130.2
Year 2010

Non-Controlling Interest:
Balance at beginning of year
Non-controlling interest purchase

$


$ 8.6
(8.6

$

$

$

$0.6

$0.6

$2,052.1
14.7
(612.1 )
(3.5 )

$2,052.1
14.7
(612.1 )
(3.5
)

Balance at December 31
Accumulated deficit:
Balance at beginning of year
Net earnings for period
Dividend

$1,451.2

$1,451.2

$144.4
11.0
(190.7 )

$144.4
11.0
(190.7 )

Balance at December 31

$(35.3 )

$(35.3

$(297.8 )
(0.3 )

$(297.8 )
(0.3
)

Balance as of December 31
Common stock:
Balance at beginning of year and December 31
Capital in excess of par value:
Balance at beginning of year
Share-based employee compensation, net
Dividend in excess of retained earnings
Non-controlling interest purchase

Accumulated other comprehensive income (loss):
Balance at beginning of year
Foreign currency translation adjustments

$8.6
(8.6

)

$11.0
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)

$11.0

)

Derivative gain, net
Non-controlling interest purchase
Pension and postretirement adjustments

0.5
1.1
(29.2 )

Total other comprehensive (loss)

(27.9 )

Balance at December 31

(27.9 )

$(325.7 )

Comprehensive (loss)

0.5
1.1
(29.2

)

(27.9

)

$(325.7 )
$(16.9 )

Total equity

(27.9 )

$1,090.8

$(16.9 )
$1,090.8
Year 2009

Non-Controlling Interest:
Balance at beginning of year

$8.1

$

Common stock:
Balance at beginning of year and December 31

$0.6

$0.6



Capital in excess of par value:
Balance at beginning of year
Share-based employee compensation, net

$2,024.7
27.4

$2,024.7
27.4




$2,052.1

$2,052.1



Retained earnings:
Balance at beginning of year
Net earnings for period

$66.7
78.2

$66.7
77.7


0.5

Balance at December 31

$144.9

$144.4

$(348.8 )
34.4
(2.2 )
18.8

$(348.8 )
34.4
(2.2
)
18.8

Balance at December 31

Accumulated other comprehensive income (loss):
Balance at beginning of year
Foreign currency translation adjustments
Derivative (loss), net
Pension and postretirement adjustments
Total other comprehensive income
Balance at December 31

51.0

51.0

$(297.8 )

Comprehensive income
Total equity

$78.2

51.0

$ 8.1

$77.7

$ 0.5




51.0

$(297.8 )
$129.2

$1,907.9



See accompanying notes to consolidated financial statements beginning on page 47.
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$128.7

$1,899.3

$ 0.5

$ 0.5
$ 8.6

Armstrong World Industries, Inc., and Subsidiaries
Consolidated Statements of Cash Flows
(amounts in millions)
Years Ended December 31,
2011
Cash flows from operating activities:
Net earnings
Adjustments to reconcile net earnings to net cash provided by
operating activities:
Depreciation and amortization
Asset impairments
Deferred income taxes
Share-based compensation
Equity earnings from joint venture
U.S. pension credit
Restructuring charges, net
Restructuring payments
Changes in operating assets and liabilities:
Receivables
Inventories
Other current assets
Other noncurrent assets
Accounts payable and accrued expenses
Income tax payable
Other long-term liabilities
Other, net

2010

$112.4

2009

$11.0

$77.7

113.8
3.3
62.7
11.1
(54.9 )
(26.0 )
9.0
(20.0 )

143.3
30.6
21.3
5.0
(45.0 )
(50.9 )
22.0
(7.5 )

146.8
21.0
135.6
38.2
(40.0 )
(58.2 )



(2.0
9.2
0.7
(3.0
11.4
(1.8
(15.1
1.4

(2.9
41.2
19.2
(25.4
10.8
25.9
(7.9
(0.3

23.9
105.9
7.0
2.1
(36.9 )
(147.0)
(18.6 )
2.7

)

)
)
)

)

)

)
)

Net cash provided by operating activities

212.2

190.4

260.2

Cash flows from investing activities:
Purchases of property, plant and equipment
(Acquisition) Divestiture
Restricted cash
Return of investment from joint venture
Proceeds from noncurrent note receivable
Proceeds from the sale of assets

(150.6)
(4.2 )
28.5
102.4

5.5

(92.7 )
(0.6 )
(30.0 )
51.0
5.5
25.8

(105.1)
8.0

53.5

2.6

Net cash (used for) investing activities

(18.4 )

(41.0 )

(41.0 )

Cash flows from financing activities:
Proceeds from revolving credit facility and other debt
Payments on revolving credit facility and other debt
Issuance of long-term debt
Payments of long-term debt
Financing costs
Special dividend paid
Proceeds from exercised stock options
Purchase of non-controlling interest

2.2
(25.0

(9.1
(7.9
(0.3
7.7


50.0
(25.1 )
839.3
(462.1)
(18.0 )
(798.6)
13.3
(7.8 )


(1.2
2.4
(25.6

(1.3
2.3
(3.3

Net cash (used for) financing activities

(32.4 )

(409.0)

(26.7 )

Effect of exchange rate changes on cash and cash equivalents

3.4

5.9

22.0
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)
)
)
)

)
)
)
)

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

$164.8
315.8

$(253.7)
569.5

$214.5
355.0

Cash and cash equivalents at end of year

$480.6

$315.8

$569.5

Supplemental Cash Flow Disclosures:
Interest paid
Income taxes paid, net
Amounts in accounts payable for capital expenditures

$40.5
19.9
11.0

$11.3
8.5


$10.4
8.9


See accompanying notes to consolidated financial statements beginning on page 47.
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Armstrong World Industries, Inc., and Subsidiaries
Notes to Consolidated Financial Statements
(dollar amounts in millions)
NOTE 1. BUSINESS AND CHAPTER 11 REORGANIZATION
Armstrong World Industries, Inc. (AWI) is a Pennsylvania corporation incorporated in 1891. When we refer to we, our and us
in these notes, we are referring to AWI and its subsidiaries. We use the term AWI when we are referring solely to Armstrong World
Industries, Inc.
In December 2000, AWI filed a voluntary petition for relief (the Filing) under Chapter 11 of the U.S. Bankruptcy Code (the
Bankruptcy Code) in the United States Bankruptcy Court for the District of Delaware (the Bankruptcy Court) in order to use the
court-supervised reorganization process to achieve a resolution of AWIs asbestos-related liability. On October 2, 2006, AWIs courtapproved plan of reorganization (POR) became effective and AWI emerged from Chapter 11. All claims in AWIs Chapter 11 case
have been resolved and closed.
On October 2, 2006, the Armstrong World Industries, Inc. Asbestos Personal Injury Settlement Trust (Asbestos PI Trust) was created
to address AWIs personal injury (including wrongful death) asbestos-related liability. All present and future asbestos-related personal
injury claims against AWI, including contribution claims of co-defendants but excluding certain foreign claims against subsidiaries,
arising directly or indirectly out of AWIs pre-Filing use of, or other activities involving, asbestos are channeled to the Asbestos PI
Trust.
In August 2009, Armor TPG Holdings LLC (TPG) and the Asbestos PI Trust entered into agreements whereby TPG purchased
7,000,000 shares of AWI common stock from the Asbestos PI Trust and acquired an economic interest in an additional 1,039,777 shares
from the Asbestos PI Trust. The Asbestos PI Trust and TPG together hold more than 60% of AWIs outstanding shares and have entered
into a shareholders agreement, pursuant to which the Asbestos PI Trust and TPG have agreed to vote their shares together on certain
matters.
NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Consolidation Policy. The consolidated financial statements and accompanying data in this report include the accounts of AWI and its
majority-owned subsidiaries. All significant intercompany transactions have been eliminated from the consolidated financial statements.
Use of Estimates. These financial statements are prepared in accordance with U.S. generally accepted accounting principles. The
statements include management estimates and judgments, where appropriate. Management utilizes estimates to record many items
including asset values, allowances for bad debts, inventory obsolescence and lower of cost or market charges, warranty, workers
compensation, general liability and environmental claims and income taxes. When preparing an estimate, management determines the
amount based upon the consideration of relevant information. Management may confer with outside parties, including outside counsel.
Actual results may differ from these estimates.
Revenue Recognition. We recognize revenue from the sale of products when persuasive evidence of an arrangement exists, title and risk
of loss transfers to the customers, prices are fixed and determinable, and it is reasonably assured the related accounts receivable is
collectible. Our sales terms primarily are FOB shipping point. We have some sales terms that are FOB destination. Our products are sold
with normal and customary return provisions. Sales discounts are deducted immediately from the sales invoice. Provisions, which are
recorded as a reduction of revenue, are made for the estimated cost of rebates, promotional programs and warranties. We defer
recognizing revenue if special sales agreements, established at the time of sale, warrant this treatment.
Sales Incentives. Sales incentives are reflected as a reduction of net sales.
Shipping and Handling Costs. Shipping and handling costs are reflected in cost of goods sold.
Advertising Costs. We recognize advertising expenses as they are incurred.
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Armstrong World Industries, Inc., and Subsidiaries
Notes to Consolidated Financial Statements
(dollar amounts in millions)
Research and Development Costs. We recognize research and development costs as they are incurred.
Pension and Postretirement Benefits. We have benefit plans that provide for pension, medical and life insurance benefits to certain
eligible employees when they retire from active service. See Note 18 to the Consolidated Financial Statements for disclosures on
pension and postretirement benefits.
Taxes. The provision for income taxes has been determined using the asset and liability approach of accounting for income taxes to
reflect the expected future tax consequences of events recognized in the financial statements. Deferred income tax assets and liabilities
are recognized by applying enacted tax rates to temporary differences that exist as of the balance sheet date which result from
differences in the timing of reported taxable income between tax and financial reporting.
We record valuation allowances to reduce our deferred income tax assets if it is more likely than not that some portion or all of the
deferred income tax assets will not be realized. For tax benefits that may be challenged by a taxing authority, we make an assessment of
whether the position is more likely than not to be sustained upon an examination by the taxing authorities. Based on this analysis, we
record the impact of these uncertain tax positions, including penalties and interest in the period in which such determination is made.
Taxes collected from customers and remitted to governmental authorities are reported on a net basis.
Earnings per Common Share. Basic earnings per share is computed by dividing the earnings by the weighted average number of shares
of common stock outstanding during the period. Diluted earnings per common share reflects the potential dilution of securities that
could share in the earnings.
Cash and Cash Equivalents. Cash and cash equivalents include cash on hand and short-term investments that have maturities of three
months or less when purchased.
Concentration of Credit. We principally sell products to customers in the building products industries in various geographic regions. No
one customer accounted for 10% or more of our total consolidated net sales in the years 2011, 2010, and 2009. We monitor the
creditworthiness of our customers and generally do not require collateral.
Receivables. We sell the vast majority of our products to select, pre-approved customers using customary trade terms that allow for
payment in the future. Customer trade receivables, customer notes receivable and miscellaneous receivables (which include supply
related rebates and claims to be received, unpaid insurance claims from litigation and other), net of allowances for doubtful accounts,
customer credits and warranties are reported in accounts and notes receivable, net. Notes receivable from divesting certain businesses
are included in other current assets and other non-current assets based upon the payment terms. Cash flows from the collection of
current receivables are classified as operating cash flows on the consolidated statements of cash flows. Cash flows from the collection of
non-current receivables are classified as investing cash flows on the consolidated statements of cash flows.
We establish credit-worthiness prior to extending credit. We estimate the recoverability of receivables each period. This estimate is
based upon triggering events and new information in the period, which can include the review of any available financial statements and
forecasts, as well as discussions with legal counsel and the management of the debtor company. As events occur, which impact the
collectability of the receivable, all or a portion of the receivable is reserved. Account balances are charged off against the allowance
when the potential for recovery is considered remote. We do not have any off-balance-sheet credit exposure related to our customers.
Inventories. Inventories are valued at the lower of cost or market. Inventories also include certain samples used in ongoing sales and
marketing activities. See Note 7 to the Consolidated Financial Statements for further information on our accounting for inventories.
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Armstrong World Industries, Inc., and Subsidiaries
Notes to Consolidated Financial Statements
(dollar amounts in millions)
Property and Depreciation. Depreciation charges for financial reporting purposes are determined on a straight-line basis at rates
calculated to provide for the full depreciation of assets at the end of their useful lives. Machinery and equipment includes manufacturing
equipment (depreciated over 3 to 15 years), computer equipment (3 to 5 years) and office furniture and equipment (5 to 7 years). Within
manufacturing equipment, assets that are subject to quick obsolescence or wear out quickly, such as tooling and engraving equipment,
are depreciated over shorter periods (3 to 7 years). Heavy production equipment, such as conveyors and production presses, are
depreciated over longer periods (15 years). Buildings are depreciated over 15 to 30 years, depending on factors such as type of
construction and use. Computer software is depreciated over 3 to 7 years.
Property, plant and equipment are tested for impairment when indicators of impairment are present, such as operating losses and/or
negative cash flows. If an indication of impairment exists, we compare the carrying amount of the asset group to the estimated
undiscounted future cash flows expected to be generated by the assets. The estimate of an asset groups fair value is based on
discounted future cash flows expected to be generated by the asset group, or based on managements estimated exit price assuming the
assets could be sold in an orderly transaction between market participants, or estimated salvage value if no sale is assumed. If the fair
value is less than the carrying value of the asset group, we record an impairment charge equal to the difference between the fair value
and carrying value of the asset group. Impairments of assets related to our manufacturing operations are recorded in cost of goods sold.
When assets are disposed of or retired, their costs and related depreciation are removed from the financial statements, and any resulting
gains or losses normally are reflected in cost of goods sold or selling, general and administrative (SG&A) expenses.
Asset Retirement Obligations. We recognize the fair value of obligations associated with the retirement of tangible long-lived assets in
the period in which they are incurred. Upon initial recognition of a liability, the discounted cost is capitalized as part of the related longlived asset and depreciated over the corresponding assets useful life. Over time, accretion of the liability is recognized as an operating
expense to reflect the change in the liabilitys present value.
Intangible Assets. We periodically review significant definite-lived intangible assets for impairment when indicators of impairment
exist. We review our businesses for indicators of impairment such as operating losses and/or negative cash flows. If an indication of
impairment exists, we compare the carrying amount of the asset group to the estimated undiscounted future cash flows expected to be
generated by the assets. The estimate of an asset groups fair value is based on discounted future cash flows expected to be generated by
the asset group, or based on managements estimated exit price assuming the assets could be sold in an orderly transaction between
market participants. If the fair value is less than the carrying value of the asset group, we record an impairment charge equal to the
difference between the fair value and carrying value of the asset group.
Our indefinite-lived intangibles are primarily trademarks and brand names, which are integral to our corporate identity and expected to
contribute indefinitely to our cash flows. Accordingly, they have been assigned an indefinite life. We perform annual impairment tests
during the fourth quarter on these indefinite-lived intangibles. These assets undergo more frequent tests if an indication of possible
impairment exists.
The principal assumptions utilized in our impairment tests for definite-lived intangible assets include operating profit adjusted for
depreciation and amortization and discount rate. The principal assumptions utilized in our impairment tests for indefinite-lived
intangible assets include revenue growth rate, discount rate and royalty rate. Revenue growth rate and operating profit assumptions are
consistent with those utilized in our operating plan and strategic planning processes. The discount rate assumption is calculated based
upon an estimated weighted average cost of equity which reflects the overall level of inherent risk and the rate of return a market
participant would expect to achieve. Methodologies used for valuing our intangible assets did not change from prior periods.
See Note 11 to the Consolidated Financial Statements for disclosure on intangible assets.
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Armstrong World Industries, Inc., and Subsidiaries
Notes to Consolidated Financial Statements
(dollar amounts in millions)
Foreign Currency Transactions. Assets and liabilities of our subsidiaries operating outside the United States which account in a
functional currency other than U.S. dollars are translated using the period end exchange rate. Revenues and expenses are translated at
exchange rates effective during each month. Foreign currency translation gains or losses are included as a component of accumulated
other comprehensive (loss) within shareholders equity. Gains or losses on foreign currency transactions are recognized through the
statement of earnings.
Financial Instruments and Derivatives. From time to time, we use derivatives and other financial instruments to offset the effect of
currency, interest rate and commodity price variability. See Notes 19 and 20 to the Consolidated Financial Statements for further
discussion.
Share-based Employee Compensation. For awards with only service and performance conditions that have a graded vesting schedule,
we recognize compensation expense on a straight-line basis over the vesting period for the entire award. For awards with market
conditions, we recognize compensation expense over the derived service period. See Note 24 to the Consolidated Financial Statements
for additional information on share-based employee compensation.
Subsequent Events. We have evaluated subsequent events for potential recognition and disclosure through the date the consolidated
financial statements included in the Annual Report on Form 10-K were issued.
Recently Adopted Accounting Standards
During 2010, we adopted guidance which is now part of Accounting Standards Codification (ASC) 820, Fair Value Measurements
and Disclosures. The guidance requires disclosures of the amounts of assets and liabilities transferred into and out of Levels 1 and 2,
along with a description of the reasons for the transfers. The new guidance also requires additional disclosures related to activity
presented for Level 3 measurements. These provisions were effective for us as of January 1, 2010 except for the additional disclosures
related to activities for Level 3 measurements which were effective for us as of January 1, 2011. There was no impact on our financial
statements from the adoption of this guidance.
During 2010, we adopted guidance which is now part of ASC 815, Derivatives and Hedging. The guidance clarifies the scope
exception for embedded credit related derivatives. The provisions were effective for us as of January 1, 2011. There was no impact on
our financial statements from the adoption of this guidance.
During 2010, we adopted guidance which is now part of ASC 310, Receivables. The guidance increases the disclosure requirements
regarding the credit quality of financing receivables and the allowance for credit losses. Some of the provisions were effective for us as
of December 31, 2010 and others were effective January 1, 2011. There was no impact on our financial statements from the adoption of
this guidance.
In September 2011, the Financial Accounting Standards Board (FASB) issued new guidance that is now part of ASC 350:
Intangibles  Goodwill and Other. The new guidance permits an entity to first assess qualitative factors to determine whether it is
more likely than not that the fair value of a reporting unit is less than its carrying amount as a basis for determining whether it is
necessary to perform the two-step goodwill impairment test. Because the objective of this new guidance is to simplify how entities test
for goodwill impairment, it did not have a material impact on our financial statements.
Recently Issued Accounting Standards
In June 2011, the FASB issued new guidance that is now part of ASC 220: Presentation of Comprehensive Income. The new guidance
will require companies to present the components of net income and other comprehensive income either as one continuous statement or
as two consecutive statements. It eliminates the option to present components of other comprehensive income as part of the statement of
changes in stockholders equity. The standard does not change the items which must be reported in other comprehensive income. In
November 2011, the FASB decided to defer the effective
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Armstrong World Industries, Inc., and Subsidiaries
Notes to Consolidated Financial Statements
(dollar amounts in millions)
date of those changes that relate to the presentation of reclassification adjustments, but this does not impact the effective date of the
other requirements in this guidance. These provisions are to be applied retrospectively and will be effective for us as of January 1, 2012.
Because this guidance impacts presentation only, it will have no effect on our financial condition, results of operations or cash flows.
In December 2011, the FASB issued Accounting Standards Update (ASU) 2011-11: Balance Sheet  Disclosures about Offsetting
Assets and Liabilities in conjunction with the International Accounting Standards Boards issuance of amendments to International
Financial Reporting Standard (IFRS) 7: Disclosures  Offsetting Financial Assets and Financial Liabilities. The new standard
requires disclosures to allow investors to better compare financial statements prepared under U.S. GAAP with financial statements
prepared under IFRS. The guidance is to be applied retrospectively and will be effective for us beginning January 1, 2013. Since this
guidance impacts presentation only, it will have no effect on our financial condition, results of operations or cash flows.
NOTE 3. NATURE OF OPERATIONS
Building Products  produces suspended mineral fiber, soft fiber and metal ceiling systems for use in commercial, institutional and
residential settings. In addition, our Building Products segment sources complementary ceiling products. Our products, which are sold
worldwide, are available in numerous colors, performance characteristics and designs, and offer attributes such as acoustical control,
rated fire protection and aesthetic appeal. Commercial ceiling materials and accessories are sold to ceiling systems contractors and to
resale distributors. Residential ceiling products are sold in North America primarily to wholesalers and retailers (including large home
centers). Suspension system (grid) products manufactured by Worthington Armstrong Venture (WAVE) are sold by both us and
WAVE.
Resilient Flooring  produces and sources a broad range of floor coverings primarily for homes and commercial and institutional
buildings. Manufactured products in this segment include vinyl sheet, vinyl tile and linoleum flooring. In addition, our Resilient
Flooring segment sources and sells laminate flooring products, vinyl tile products, vinyl sheet products, adhesives, and installation and
maintenance materials and accessories. Resilient Flooring products are offered in a wide variety of types, designs, and colors. We sell
these products worldwide to wholesalers, large home centers, retailers, contractors and to the manufactured homes industry.
Wood Flooring  produces and sources wood flooring products for use in new residential construction and renovation, with some
commercial applications in stores, restaurants and high-end offices. The product offering includes pre-finished solid and engineered
wood floors in various wood species, and related accessories. Virtually all of our Wood Flooring sales are in North America. Our Wood
Flooring products are generally sold to independent wholesale flooring distributors and large home centers.
Cabinets  produces kitchen and bathroom cabinetry and related products, which are used primarily in the U.S. residential new
construction and renovation markets. Through our system of Company-owned and independent distribution centers and through direct
sales to builders, our Cabinets segment provides design, fabrication and installation services to single and multi-family homebuilders,
remodelers and consumers. All of Cabinets sales are in the U.S.
Unallocated Corporate  includes assets, liabilities, income and expenses that have not been allocated to the business units. Balance
sheet items classified as Unallocated Corporate are primarily income tax related accounts, cash and cash equivalents, the Armstrong
brand name, the U.S. prepaid pension cost and long-term debt. Expenses for our corporate departments and certain benefit plans are
allocated to the reportable segments based on known metrics, such as specific activity, headcount, or net sales. The remaining items,
which cannot be attributed to the reportable segments without a high degree of generalization, are reported in Unallocated Corporate.
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(dollar amounts in millions)

For the year ended 2011
Net sales to external customers
Equity (earnings) from joint venture
Segment operating income (loss) (1)
Restructuring charges
Segment assets
Depreciation and amortization
Asset impairments
Investment in joint venture
Capital additions

For the year ended 2010
Net sales to external customers
Equity (earnings) from joint venture
Segment operating income (loss) (1)
Restructuring charges
Segment assets
Depreciation and amortization
Asset impairments
Investment in joint venture
Capital additions

For the year ended 2009
Net sales to external customers
Equity (earnings) from joint venture
Segment operating income (loss) (1)
Segment assets
Depreciation and amortization
Asset impairments
Investment in joint venture
Capital additions
(1)

Building
Products

Resilient
Flooring

Wood
Flooring

Unallocated
Corporate

Cabinets

$1,237.5
(54.9 )
226.1
1.5
935.6
57.8

141.0
101.5

$1,002.3

15.8
6.8
575.9
32.3
2.2

43.1

$ 483.3

43.4
(0.2 )
329.5
10.5
0.7

9.8

$ 136.4

(0.7 )

46.3
2.2
0.4

0.5

Building
Products

Resilient
Flooring

Wood
Flooring

Cabinets

$1,135.5
(45.0 )
171.0
3.2
931.4
62.5

188.6
47.7

$1,013.2

13.1
13.9
582.6
38.6
2.1

24.0

$ 479.1

(45.8 )
0.9
340.7
26.4
22.4

12.2

$ 138.6

(6.4 )

47.9
2.0


3.0

Building
Products

Resilient
Flooring

Wood
Flooring

Cabinets

$1,087.7
(40.0 )
155.9
966.0
61.5

194.5
31.8

$1,031.7

0.1
645.2
45.2
3.0
0.1
50.5

$ 510.4

(5.9 )
410.3
14.9
18.0

10.3

$ 150.2

(18.3 )
53.2
7.2


2.5



(45.4
0.9
1,107.4
11.0


6.7

Total

)

Unallocated
Corporate


(50.8
4.0
1,019.8
13.8
6.1

5.8

Total

)

Unallocated
Corporate


(41.2
1,227.9
18.0


10.0

$2,859.5
(54.9 )
239.2
9.0
2,994.7
113.8
3.3
141.0
161.6

$2,766.4
(45.0 )
81.1
22.0
2,922.4
143.3
30.6
188.6
92.7

Total

)

$2,780.0
(40.0 )
90.6
3,302.6
146.8
21.0
194.6
105.1

Segment operating income (loss) is the measure of segment profit or loss reviewed by the chief operating decision maker. The sum
of the segments operating income (loss) equals the total consolidated operating income as reported on our income statement. The
following reconciles our total consolidated operating income to earnings before income taxes. These items are only measured and
managed on a consolidated basis:

Segment operating income
Interest expense
Other non-operating expense
Other non-operating (income)
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2011

2010

2009

$239.2
48.5
1.4
(3.8 )

$81.1
21.2
1.2
(8.0 )

$90.6
17.7
0.9
(3.2 )

Earnings before income taxes

$193.1

$66.7

$75.2

Accounting policies of the segments are the same as those described in the summary of significant accounting policies.
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The sales in the table below are allocated to geographic areas based upon the location of the customer.
Geographic Areas
Net trade sales

2011

2010

2009

Americas:
United States
Canada
Other Americas

$1,798.1
179.6
42.9

$1,742.4
179.4
39.5

$1,810.5
152.0
30.1

Total Americas

$2,020.6

$1,961.3

$1,992.6

Europe:
Germany
United Kingdom
Other Europe

$147.8
85.6
317.0

$146.3
79.9
334.0

$154.7
94.1
347.3

Total Europe

$550.4

$560.2

$596.1

Pacific Rim:
Australia
China
Other Pacific Rim

$86.1
73.6
128.8

$85.3
57.1
102.5

$63.4
47.2
80.7

Total Pacific Rim

$288.5

$244.9

$191.3

Total net trade sales

$2,859.5

$2,766.4

$2,780.0

Property, plant and equipment, net at December 31
Americas:
United States
Other Americas

2011

2010

$656.3
1.9

$635.7
6.0

Total Americas

$658.2

$641.7

Europe:
Germany
Other Europe

$113.7
43.1

$115.2
44.3

Total Europe

$156.8

$159.5

Pacific Rim:
China
Other Pacific Rim

$58.3
29.6

$28.4
25.3

Total Pacific Rim

$87.9

$53.7

Total property, plant and equipment, net

$902.9

$854.9

Impairment testing of our tangible assets occurs whenever events or changes in circumstances indicate that the carrying amount of the
assets may not be recoverable.
During the third quarter of 2011, we recorded an asset impairment charge of $2.2 million in selling, general and administrative
(SG&A) expense for a European Resilient Flooring office building. The fair value was determined by management estimates of
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market prices based upon information available, including offers received from potential buyers of the property (considered Level 3
inputs in the fair value hierarchy as described in Note 18 to the Consolidated Financial Statements).
During the fourth quarter of 2011, we recorded asset impairment charges of $1.1 million in SG&A expense for two previously occupied
manufacturing facilities. We have been actively pursuing a sale of
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both facilities. The fair values were determined by management estimates and independent market valuations based on information
available at that time. The valuation information included sales of similar facilities and estimates of market prices (considered Level 2
inputs in the fair value hierarchy) for these assets.
The Wood Flooring business recorded operating losses in 2010 and 2009 primarily due to non-cash impairment charges of $22.4 million
and $18.0 million, respectively. The 2010 operating loss also included restructuring charges. See Note 15 to the Consolidated Financial
Statements for further information on our restructuring charges. The Wood Flooring business had positive cash flows for both 2011 and
2010. There were no indicators of impairment for the tangible assets of the Wood Flooring business in 2011 and 2010.
During 2010, management decided to exit our corporate flight operations. As a result, we recorded a $6.1 million impairment charge in
SG&A expense. The fair value was determined by management estimates and an independent valuation based on information available
at that time. The valuation information included sales of similar equipment and estimates of market prices (considered Level 2 inputs in
the fair value hierarchy) for these assets. We sold the corporate aircraft in the fourth quarter of 2010.
During the first quarter of 2010, we announced that one of our European metal ceilings manufacturing facilities would be shut down,
which prompted us to perform an impairment test for this asset group. The carrying amount of the tangible assets was determined to be
recoverable as the projected undiscounted cash flows exceeded the carrying value. We sold the facility in the third quarter of 2010.
During the second quarter of 2010, we recorded an asset impairment charge of $2.1 million in SG&A expense for a European Resilient
Flooring warehouse facility due to the decline in the commercial property sector. The fair value was determined by management
estimates of market prices available at that time. This data included sales and leases of comparable properties within similar real estate
markets (considered Level 3 inputs in the fair value hierarchy). We sold the warehouse in the first quarter of 2011.
During the third quarter of 2010, we decided to close a ceilings plant, one of our previously idled Wood Flooring plants, portions of
another previously idled Wood Flooring plant, and a Resilient Flooring facility. These facilities were shut down in 2010 or 2011. We
concluded that an indicator of impairment existed for these asset groups, which prompted us to perform impairment analyses for these
asset groups. In each case the carrying amount of the tangible assets was determined to be recoverable as the projected undiscounted
cash flows, or estimated fair value of the assets, exceeded the carrying value.
In the third quarter of 2010, we announced our intention to exit the residential flooring business in Europe. We concluded that an
indicator of impairment existed which prompted us to perform an impairment analysis. The carrying amount of the tangible assets was
determined to be recoverable as the estimated fair value of the assets exceeded the carrying value. We sold the assets related to this
business during the fourth quarter of 2010.
The Cabinets business incurred operating losses beginning in 2008 and continuing through 2011. In 2009, 2010 and 2011 the carrying
amount of the tangible assets was determined to be recoverable as the projected undiscounted cash flows exceeded the carrying value.
NOTE 4 ACQUISITIONS
In the fourth quarter of 2011, we acquired Canada-based Intalite, Inc., which operated under the name Simplex, for $4.2 million. The
acquisition, which was financed from existing cash balances, expands our technical capabilities, broadens our specialty ceilings
portfolio and improves our service and lead times for customers in North America. The acquisition was accounted for under the
purchase method of accounting, and the allocation of the purchase price to the fair value of assets acquired has been substantially
completed.
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As of December 31, 2009, we owned 80% of our Shanghai ceiling operations. During the fourth quarter of 2009, we made deposits of
$3.3 million to initiate the purchase of the remaining 20% interest. During the first quarter of 2010, we completed the acquisition with
additional cash payments of $7.8 million. We recorded the difference between the purchase price and the net book value of the net
equity acquired within capital in excess of par value.
NOTE 5. DIVESTITURES
In the fourth quarter of 2010, the sale of our European metal ceilings contract installation business resulted in a loss of $5.8 million
which was recorded in SG&A expenses.
NOTE 6. ACCOUNTS AND NOTES RECEIVABLE
December 31,
2011

December 31,
2010

Customer receivables
Customer notes
Miscellaneous receivables
Less allowance for warranties, discounts and losses

$ 263.3
1.7
7.9
(40.4

$ 265.1
2.0
5.5
(43.1

Accounts and notes receivable, net

$ 232.5

)

)

$ 229.5

Generally, we sell our products to select, pre-approved customers whose businesses are affected by changes in economic and market
conditions. We consider these factors and the financial condition of each customer when establishing our allowance for losses from
doubtful accounts.
NOTE 7. INVENTORIES
December 31,
2011

December 31,
2010

Finished goods
Goods in process
Raw materials and supplies
Less LIFO and other reserves

$ 271.5
25.7
118.1
(26.4

$ 277.7
26.7
119.9
(25.8

Total inventories, net

$ 388.9

)

)

$ 398.5

Approximately 63% and 65% of our total inventory in 2011 and 2010, respectively, was valued on a LIFO (last-in, first-out) basis.
Inventory values were lower than would have been reported on a total FIFO (first-in, first-out) basis by $15.6 million and $17.1 million
in 2011 and 2010, respectively.
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The distinction between the use of different methods of inventory valuation is primarily based on geographical locations and/or legal
entities rather than types of inventory. The following table summarizes the amount of inventory that is not accounted for under the LIFO
method.
December 31,
2011

December 31,
2010

International locations
Cabinets
Wood flooring
Resilient flooring
U.S. sourced products

$ 126.2
12.8


3.1

$ 124.3
10.0
0.3
1.3
3.7

Total

$ 142.1

$ 139.6

Substantially all of our international locations use the FIFO method of inventory valuation (or other methods which closely approximate
the FIFO method) primarily because either the LIFO method is not permitted for local tax and/or statutory reporting purposes, or the
entities were part of various acquisitions that had adopted the FIFO method prior to our acquisition. In these situations, a conversion to
LIFO would be highly complex and involve excessive cost and effort to achieve under local tax and/or statutory reporting requirements.
The sourced products represent certain finished goods sourced from third party manufacturers, primarily from foreign suppliers.
NOTE 8. OTHER CURRENT ASSETS
December 31,
2011

December 31,
2010

Prepaid expenses
Assets held for sale
Fair value of derivative assets
Other

$ 27.7
6.2
2.4
2.3

$ 28.7
2.5

4.1

Total other current assets

$ 38.6

$ 35.3

December 31,
2011

December 31,
2010

Land
Buildings
Machinery and equipment
Computer software
Construction in progress
Less accumulated depreciation and amortization

$ 112.2
302.4
838.9
20.7
135.1
(506.4

$ 119.9
298.4
827.0
32.2
60.2
(482.8

Net property, plant and equipment

$ 902.9

NOTE 9. PROPERTY, PLANT AND EQUIPMENT

)

)

$ 854.9

In 2011 and 2010, our Board of Directors approved the construction of a U.S. mineral wool plant to supply our Building Products
plants, the allocation of capital to double our Building Products production capacity in China, and the construction of two flooring
plants in China. Total capital spending for these projects is currently projected to be approximately $200 million. Through December 31,
2011, we have incurred approximately $72 million related to these projects with most of the remaining spending to occur in 2012.
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See Note 2 to the Consolidated Financial Statements for discussion of policies related to property and depreciation and asset retirement
obligations.
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NOTE 10. EQUITY INVESTMENTS
Investment in joint venture at December 31, 2011 reflected the equity interest in our 50% investment in our Worthington Armstrong
Venture (WAVE) joint venture.
We use the equity in earnings method to determine the appropriate classification of distributions from WAVE within our cash flow
statement. During 2011, 2010 and 2009, WAVE distributed amounts in excess of our capital contributions and proportionate share of
retained earnings. Accordingly, the distributions in these years were reflected as a return of investment in cash flows from investing
activity in our Consolidated Statement of Cash Flows. Distributions from WAVE in 2011, 2010 and 2009 were $102.4 million
(including a special distribution of $50.1 million in December 2011), $51.0 million, and $53.5 million, respectively.
We account for our WAVE joint venture using the equity method of accounting. Our recorded investment in WAVE was higher than our
50% share of the carrying values reported in WAVEs consolidated financial statements by $194.7 million as of December 31, 2011 and
$200.6 million as of December 31, 2010. These differences are due to our adoption of fresh-start reporting upon emergence from
Chapter 11, while WAVEs consolidated financial statements do not reflect fresh-start reporting. The differences are comprised of the
following fair value adjustments to assets:
December 31,
2011

December 31,
2010

Property, plant and equipment
Other intangibles
Goodwill

$ 1.0
163.3
30.4

$ 1.4
168.7
30.5

Total

$ 194.7

$ 200.6

Other intangibles include customer relationships, trademarks and developed technology. Customer relationships are amortized over 20
years and developed technology is amortized over 15 years. Trademarks have an indefinite life.
See Exhibit 99.1 for WAVEs consolidated financial statements. Condensed financial data for WAVE is summarized below:

Current assets
Non-current assets
Current liabilities
Other non-current liabilities

December 31,
2011

December 31,
2010

$ 115.0
36.2
23.8
242.0

$ 112.5
35.7
22.1
154.6

Net sales
Gross profit
Net earnings

2011

2010

2009

$367.2
155.7
123.7

$332.2
137.5
105.8

$307.9
118.9
92.8

See discussion in Note 29 to the Consolidated Financial Statements for additional information on this related party.
NOTE 11. INTANGIBLE ASSETS
During the fourth quarters of 2011, 2010, and 2009, we conducted our annual impairment testing of non-amortizable intangible assets.
In 2010 and 2009, our impairment analysis determined that the carrying value of our Wood Flooring trademarks was in excess of the
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fair value. We determined the fair value of these intangible assets by utilizing relief from royalty analysis that incorporated projections
of revenue and cash flows. The initial fair value for these intangible assets was determined in 2006 as part of fresh
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start reporting. The fair values were negatively affected by lower expected future sales in the U.S. residential housing market. Based on
the result of the analysis, we recorded non-cash impairment charges of $22.4 million in the fourth quarter of 2010, and $18.0 million in
the fourth quarter of 2009. See Note 2 to the Consolidated Financial Statements for a discussion of our accounting policy for intangible
assets.
Further adjustments were made to the carrying value of intangibles during the fourth quarters of 2010 and 2009. These adjustments were
primarily tax-related and due to the purchase of land use rights in China.
The following table details amounts related to our intangible assets as of December 31, 2011 and 2010:
December 31, 2011

Amortizing intangible assets
Customer relationships
Developed technology
Other

Estimated
Useful Life

Gross
Carrying
Amount

20 years
15 years
Various

Total
Non-amortizing intangible assets
Trademarks and brand names

Indefinite

Total other intangible assets

December 31, 2010

Accumulated
Amortization

Gross
Carrying
Amount

Accumulated
Amortization

$ 170.7
81.1
14.6

$ 44.8
28.3
1.0

$ 170.7
80.8
11.8

$ 36.3
22.9
0.7

$ 266.4

$ 74.1

$ 263.3

$ 59.9

352.8

352.7

$ 619.2

$ 616.0

Amortization
Intangible asset impairment
Total amortization expense and impairment charges

2011

2010

2009

$14.2


$14.2
22.4

$14.2
18.0

$14.2

$36.6

$32.2

The annual amortization expense expected for the years 2012 through 2016 is $14.2 million in each year.
NOTE 12. OTHER NON-CURRENT ASSETS
December 31,
2011

December 31,
2010

Cash surrender value of Company owned life
insurance policies
Debt financing costs
Other

$ 52.6
21.3
16.6

$ 61.5
19.5
15.4

Total other non-current assets

$ 90.5

$ 96.4
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NOTE 13. ACCOUNTS PAYABLE AND ACCRUED EXPENSES
December 31,
2011

December 31,
2010

Payables, trade and other
Employment costs
Restructuring accruals
Other

$ 213.5
93.4
3.8
48.9

$ 169.5
109.9
14.5
46.4

Total accounts payable and accrued expenses

$ 359.6

$ 340.3

NOTE 14. SEVERANCE AND RELATED COSTS
See Note 15 to the Consolidated Financial Statements for a discussion of severance charges associated with restructuring actions.
In the first quarter of 2011, we recorded $3.0 million in cost of goods sold for severance and related costs to reflect position eliminations
in our European Resilient Flooring business as a result of improved manufacturing productivity. In addition, we recorded $0.5 million in
SG&A expense for severance and related costs to reflect the separation costs for our former Senior Vice President, General Counsel and
Secretary.
In 2010, we recorded $11.2 million in SG&A expense for severance and related costs to reflect the separation costs for our former
Chairman and Chief Executive Officer. In accordance with the separation agreement, payment was made in the third quarter of 2010.
During 2010, we announced the shutdown of finished goods production at two Wood Flooring plants, the restarting of certain operations
at a previously idled Wood Flooring plant, the closure of a European metal ceilings manufacturing facility and a crew reduction in a
European Building Products plant. We recorded $5.7 million of severance and related expenses in 2010 for approximately 500
employees affected by these actions. The charges were recorded in cost of goods sold.
In addition to the charges described above, in 2010 we also recorded $7.5 million of severance and related expenses for employees
affected by the elimination of approximately 220 other manufacturing and SG&A positions around the world. The charges were
recorded in SG&A expense ($5.6 million) and cost of goods sold ($1.9 million).
In 2009, we recorded $17.5 million of severance and related expenses, primarily to reflect the separation costs for approximately 1,000
employees, including executives and employees affected by the cessation of production at four manufacturing facilities. The charges
were recorded in SG&A expenses ($10.5 million) and cost of goods sold ($7.0 million).
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NOTE 15. RESTRUCTURING ACTIONS
During the third quarter of 2010, management made several significant decisions to address our cost structure. Given the materiality to
our financial statements and impact to our operations, we decided to classify charges related to these actions as restructuring charges.
The following table summarizes the restructuring charges recorded in 2011 and 2010:
Action Title
Floor Products Europe
North America SG&A
Beaver Falls plant
Montreal
Wood products
Total

2011

2010

$6.4
1.4

$11.8
5.8

1.4

(0.2)
$9.0

2.3
1.2
0.9

Segment
Resilient Flooring
Unallocated Corporate, Resilient
Flooring, Building Products
Building Products
Resilient Flooring
Wood Flooring

$22.0

Floor Products Europe: In the third quarter of 2010, we announced our intent to focus our European flooring strategy on products and
regions in which we believe we can be a market leader, and to streamline our product range and sales organization accordingly. During
the fourth quarter of 2010, we withdrew from the residential market and, as a result, we sold our Teesside, UK manufacturing facility. In
addition, we ceased production at our heterogeneous vinyl flooring plant in Holmsund, Sweden, during the second quarter of 2011.
In addition to the restructuring costs reflected in the above table, we recorded $6.7 million in 2011 of other related costs in cost of goods
sold ($5.2 million) and SG&A expense ($1.5 million). We also recorded other related costs of $3.5 million in cost of goods sold and
$1.5 million in SG&A in 2010. Other related costs are primarily related to inventory and samples obsolescence, accelerated depreciation
and plant closure costs.
Through December 31, 2011, we have incurred expense of $29.9 million related to this initiative. We do not expect to incur further
restructuring costs related to this initiative.
North America SG&A: We are committed to augmenting margin expansion through the aggressive adoption of projects to standardize,
simplify or eliminate SG&A activities. As a result, in the third quarter of 2010, we began to restructure our North American SG&A
operations. The 2011 restructuring expense related to this initiative was recorded in the Unallocated Corporate ($0.9 million), Resilient
Flooring ($0.4 million) and Building Products ($0.1 million) segments. The 2010 restructuring expense related to this initiative was
recorded in the Unallocated Corporate ($4.0 million), Resilient Flooring ($0.9 million) and Building Products ($0.9 million) segments.
Through December 31, 2011, we have incurred restructuring expense of $7.2 million related to this initiative. In total, we expect to incur
restructuring expenses of up to $8 million through 2012 as we further streamline North American SG&A functions.
Beaver Falls Plant: In the third quarter of 2010, we announced that the Beaver Falls, Pennsylvania, plant was scheduled to close in 2011.
Production at the facility ended March 31, 2011, and production requirements have been transitioned to other facilities. The decision to
close the plant was driven by the location and layout of the plant, technology limitations and the continued limited demand for the
products we made at the plant.
In addition to the restructuring costs reflected in the table above, we also recorded $6.6 million of accelerated depreciation and $4.8
million of closure-related costs in 2011 in cost of goods sold. We also recorded $10.0 million of accelerated depreciation in cost of
goods sold in 2010.
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Through December 31, 2011, we have incurred expense of $25.1 million related to this initiative. We do not expect to incur additional
costs in the future as the plant was sold in 2011. The sale resulted in a net gain of $0.7 million which was recorded in SG&A.
Montreal: In the third quarter of 2010, we announced the closing of our warehouse and previously idled plant in Montreal, Canada. The
facility closed in the fourth quarter of 2010. The decision to close this facility was driven by the expectation that we will be able to
service the demand for our resilient tile products from our other manufacturing locations.
In addition to the restructuring costs reflected in the previous table, we also recorded $6.5 million of fixed asset write-downs in cost of
goods sold.
We do not expect to incur further restructuring costs related to this initiative.
Wood Products: In the third quarter of 2010, we announced the closing of our previously idled Center, Texas plant and a portion of our
previously idled Oneida, Tennessee plant. Operations at Center and the strip mill operations at Oneida ceased in the fourth quarter of
2010. The decision to close these facilities was driven by the expectation that we will be able to service the demand for our wood
products from our other manufacturing locations.
In addition to the restructuring costs reflected in the previous table, we also recorded $14.9 million of fixed asset write-downs and lease
termination costs in cost of goods sold in 2010.
We do not expect to incur further restructuring costs related to these locations.
The following table summarizes activity in the restructuring accruals.
Severance and Related Costs
Floor
Products
Europe

North
America
SG&A

Beaver Falls
Plant

Montreal

Wood
Products

Total

December 31, 2009
Net charges
Cash payments


$ 11.8
(5.7 )


$ 5.8
(1.1


$ 2.3
(0.4


$ 1.2



$ 0.9
(0.3


$22.0
(7.5 )

December 31, 2010
Net charges
Cash payments
Other

$ 6.1
6.4
(9.6
0.3

$ 4.7
1.4
(5.6


$ 1.2

(1.2


$ 0.6
(0.2
(0.4


December 31, 2011

$ 3.2

)

)

)

$ 0.5

$ 1.9
1.4
(3.2

$ 0.1

)

)



)



)
)
)

$14.5
9.0
(20.0)
0.3
$3.8

The amounts in Other are related to the effects of foreign currency translation.
Most of the accrual balance as of December 31, 2011 is expected to be paid by June 30, 2012.
NOTE 16. INCOME TAXES
The tax effects of principal temporary differences between the carrying amounts of assets and liabilities and their tax bases are
summarized in the following table. Management believes it is more likely than not that results of future operations will generate
sufficient taxable income to realize deferred tax assets, net of valuation allowances, including the remaining federal net operating losses
of $88.2 million principally resulting from payments to the Asbestos PI Trust in 2006 under the POR that may be carried forward for the
remaining 16 years. In arriving at this conclusion, we considered the profit before tax generated for the years 1996 through 2011, as well
as future reversals of existing taxable temporary differences and projections of future profit before tax.
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We have provided valuation allowances for certain deferred state and foreign income tax assets, foreign tax credits and other basis
adjustments of $194.9 million. We have $1,301.3 million of state net operating loss (NOL) carryforwards with expirations between
2012 and 2031. In addition, we have $530.4 million of foreign NOL carryforwards, of which $498.9 million are available for
carryforward indefinitely and $31.5 million expire between 2012 and 2020. In 2011, we recorded an increase in foreign tax credits of
$30.4 million for a total foreign tax credit carryforward of $118.2 million, which expires between 2012 and 2021. We also have
alternative minimum tax credit carryforwards of $17.0 million which are available to reduce future federal income taxes.
Our valuation allowances increased from 2010 by a net amount of $26.8 million. This includes a net increase of $13.2 million for
foreign tax credits, a net decrease for certain deferred state income tax assets of $1.5 million, and a net increase for foreign tax loss
carryforwards of $7.8 million. The valuation allowance for foreign tax credits increased by $15.7 million related to the additional
foreign tax credits and decreased by $1.5 million for carryforward expirations and the release of $1 million due to projected utilization.
The decrease in the valuation allowance for certain deferred state income tax assets of $1.5 million was primarily due to an increase in
the amount of future reversals of existing taxable temporary differences. The increase in the valuation allowance for foreign tax loss
carryforwards was primarily due to additional unbenefitted losses partially offset by a partial release due to generation of current year
income and carryforward expirations. We estimate we will need to generate future taxable income of approximately $426 million for
federal income tax purposes and $1,102.4 million for state income tax purposes during the respective realization periods in order to fully
realize the net deferred income tax assets discussed above.

Deferred income tax assets (liabilities)
Postretirement benefits
Pension benefit liabilities
Net operating losses
Foreign tax credit carryforwards
Capital losses
Other

December 31, December 31,
2011
2010
$ 116.3
17.8
247.8
118.2
5.3
90.2

Total deferred income tax assets
Valuation allowances

595.6
(194.9

Net deferred income tax assets

400.7

Intangibles
Accumulated depreciation
Prepaid pension costs
Tax on unremitted earnings
Inventories
Other
Total deferred income tax liabilities

$ 122.4
14.4
375.7
97.3
4.4
89.6
)

703.8
(168.1

)

535.7

(253.4
(86.6
(4.8

(21.9
(5.7

)
)
)
)
)

(259.9
(82.5
(32.0
(98.5
(20.4
(3.0

)
)
)
)
)
)

(372.4

)

(496.3

)

Net deferred income tax assets

$ 28.3

$ 39.4

Deferred income taxes have been classified in the Consolidated Balance Sheet as:
Deferred income tax assetscurrent

$ 45.3

$ 20.9

Deferred income tax assetsnoncurrent

46.4

45.0

Deferred income tax liabilitiescurrent

(2.4

)

(2.4

)

Deferred income tax liabilitiesnoncurrent

(61.0

)

(24.1

)
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Details of taxes

2011

2010

2009

$220.5
(3.9 )
(23.5 )

$229.9
(17.1 )
(146.1)

$75.5
(0.3 )


Total

$193.1

$66.7

$75.2

Income tax provision (benefit):
Current:
Federal
Foreign
State

$3.1
16.7
2.7

$24.0
10.5
(0.1 )

$(153.4)
13.9
1.4

Earnings (loss) before income taxes:
Domestic
Foreign
Eliminations of dividends from foreign subsidiaries

Total current

22.5

34.4

(138.1)

Deferred:
Federal
Foreign
State

54.7
(1.6 )
5.1

22.5
(3.0 )
1.8

134.9

0.7

Total deferred

58.2

21.3

135.6

$80.7

$55.7

Total income tax expense (benefit)

$(2.5

)

During 2011, we reevaluated our position with regards to foreign unremitted earnings, as part of this review it was determined that
unremitted earnings would be permanently reinvested. Accordingly, at December 31, 2011, we had book basis (including unremitted
earnings) in excess of tax basis in the shares of certain foreign subsidiaries for which no deferred income taxes have been provided. This
basis difference could reverse through a sale of the subsidiaries, the receipt of dividends from the subsidiaries, or various other events. It
is not practical to calculate the residual income tax which would result if these basis differences reversed due to the complexities of the
tax law and the hypothetical nature of the calculations.
Reconciliation to U.S. statutory tax rate

2011

Continuing operations tax at statutory rate
$67.6
State income tax expense, net of federal benefit
7.7
(Decrease)/increase in valuation allowances on deferred domestic
income tax assets
(0.8
Increases in valuation allowances on deferred foreign income tax
assets
14.7
Tax on foreign and foreign-source income
(2.8)
Permanent book/tax differences
0.6
Impact of health care reform legislation on Medicare Part D
subsidy

IRS audit settlement

Recharacterization of stock loss

Net benefit due to increase in foreign tax credits
(6.6
Other
0.3
Tax on unremitted earnings

Tax expense (benefit) at effective rate

2010

2009

$23.3
1.5
)

)

$80.7
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(2.2

$26.3
2.2
)

(32.1

14.9
(4.4)
1.2

17.3
(3.7)
4.7

22.0




(0.6

(12.9
(7.6


3.3

$55.7

)

$(2.5

)

)
)

)

During 2010 and 2011, we recorded $169.6 million of dividends related to foreign earnings. The receipt of the foreign dividends
provided an opportunity to elect to credit foreign taxes that were previously deducted. A tax benefit of $5.4 million was recorded to
reflect the net impact of the foreign tax credit over the tax deduction.
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During March 2010, President Obama signed into law comprehensive health care reform legislation under the Patient Protection and
Affordable Care Act and the Health Care and Education Reconciliation Act of 2010 (together, the Act). The federal government
currently provides a partial subsidy, on a tax-free basis, to companies that provide certain retiree prescription drug benefits (the
Medicare Part D subsidy). The Act reduces the tax deductibility of retiree health care costs to the extent of any Medicare Part D
subsidy received beginning in 2013. As a result of this change in tax treatment, a non-cash income tax charge of approximately $22
million was recorded in the first quarter of 2010. We also recorded a decrease of $16.1 million to noncurrent deferred income tax assets
and accumulated other comprehensive income that was related to an adjustment to the non-subsidized portion of our postretirement
benefit liabilities.
In 2007, we received federal tax refunds of $178.7 million, subject to further IRS examination, resulting from the carryback of a portion
of NOLs created by the funding of the Asbestos PI Trust in October 2006. During the third quarter of 2009, the IRS completed its audit
of our tax refund claims and final approval had been received from the Joint Committee on Taxations of the U.S. Congress. Following
resolution of the exam, we recognized a net $10 million benefit for the settlement of previously unrecognized tax positions, primarily
accrued interest for refunds from NOL carryback claims. The settlement of the NOL carryover removed uncertainty regarding our
ability to realize foreign tax credits related to unremitted earnings of foreign subsidiaries that were not considered to be permanently
reinvested. Therefore in the third quarter of 2009, the valuation allowance for foreign tax credits was reduced by $31.3 million.
We have $127.2 million of Unrecognized Tax Benefits (UTB) as of December 31, 2011, $84.4 million ($82.7 million, net of federal
benefit) of this amount, if recognized in future periods, would impact the reported effective tax rate.
It is reasonably possible that certain UTBs may increase or decrease within the next twelve months due to tax examination changes,
settlement activities, expirations of statute of limitations, or the impact on recognition and measurement considerations related to the
results of published tax cases or other similar activities. Over the next twelve months, we estimate that UTBs may decrease by $0.5
million due to statutes expiring and increase by $2.4 million due to uncertain tax positions expected to be taken on tax returns.
We account for all interest and penalties on uncertain income tax positions as income tax expense. We reported $1.9 million of interest
and penalty exposure as accrued income tax in the Consolidated Balance Sheet as of December 31, 2011.
We conduct business globally, and as a result, we file income tax returns in the U.S., various states and international jurisdictions. In the
normal course of business we are subject to examination by taxing authorities throughout the world in such major jurisdictions as
Australia, Canada, Germany, India, the Netherlands, the United Kingdom and the United States. Generally, we have open tax years
subject to tax audit on average of between three years and six years. We have not significantly extended any open statutes of limitation
for any major jurisdiction and have reviewed and accrued for, where necessary, tax liabilities for open periods. All tax years prior to
2007 have been settled with the IRS. With few exceptions, the statute of limitations is no longer open for U.S. federal or non-U.S.
income tax examinations for the years before 2004. The tax years 2007, 2008, 2009 and 2010 are subject to future potential tax
adjustments. We have been notified of an upcoming U.S. tax examination for 2009.
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We had the following activity for UTBs for the years ended December 31, 2011, 2010 and 2009:
2011
Unrecognized tax benefits balance at January 1
Gross change for current year positions
Increases for prior period positions
Decrease for prior period positions
Decrease due to settlements and payments
Decrease due to statute expirations

$126.3
4.1
1.4
(3.9

(0.7

Unrecognized tax benefits balance at December 31

$127.2

2010

)
)

)
)
)

$126.3

2011

Other taxes
Payroll taxes
Property, franchise and capital stock taxes

$57.5
71.5
2.5
(2.4
(1.8
(1.0

2009

$61.4
12.9

2010
$64.3
14.4

$174.4
6.1
29.1
(149.8
(1.9
(0.4

)
)
)

$57.5
2009
$64.7
16.0

NOTE 17. DEBT
December 31,
2011
Term loan A due 2015
Term loan B due 2018
Revolver due 2015
Other
Tax exempt bonds due
20252041
Subtotal
Less current portion and short-term
debt
Total long-term debt, less current
portion

Average
year-end
interest rate

December 31,
2010

$ 250.0
545.9

2.1

3.30
4.25

1.98

%
%

45.0

Average
year-end
interest rate

%

$ 250.0
550.0
25.0
4.9

3.28
5.00
5.25
3.85

%
%
%
%

0.99

%

45.0

2.00

%

843.0

3.79

%

874.9

4.36

%

20.1

3.42

%

35.3

5.02

%

$ 822.9

3.80

%

$ 839.6

4.33

%

On November 23, 2010, we refinanced our $1.1 billion credit facility and executed a $1.05 billion senior credit facility arranged by
Merrill Lynch, Pierce, Fenner & Smith, Inc., J.P. Morgan Securities, Inc., and Barclays Capital. This facility consists of a $250 million
revolving credit facility (with a $150 million sublimit for letters of credit), a $250 million Term Loan A and a $550 million Term Loan
B. This $1.05 billion senior credit facility is secured by U.S. personal property, the capital stock of material U.S. subsidiaries, and a
pledge of 65% of the stock of our material first tier foreign subsidiaries. In 2010, in connection with the refinancing, we repaid amounts
owed under the previous credit facility and wrote off $3.8 million of unamortized debt financing costs related to our previous credit
facility to interest expense.
On March 10, 2011, we amended our $1.05 billion senior credit facility. The amended terms of Term Loan B resulted in a lower LIBOR
floor (1.0% vs. 1.5%) and interest rate spread (3.0% vs. 3.5%). We also extended its maturity from May 2017 to March 2018. All other
terms, conditions and covenants were unchanged from the November 23, 2010 agreement. In connection with the amendment to Term
Loan B, we paid a $5.5 million prepayment premium (representing one percent of the principal amount of Term Loan B). The premium
was capitalized and is being amortized into interest expense over the life of the loan. Additionally, we paid approximately $1.6 million
of fees to third parties (banks, attorneys, etc.), which is reflected in interest expense.
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The senior credit facility includes two financial covenants which require the ratio of consolidated earnings before interest, taxes,
depreciation and amortization (EBITDA) to consolidated cash interest expense minus cash consolidated interest income
(consolidated interest coverage ratio) to be greater than or equal to 3.0 to 1.0 and require the ratio of consolidated funded
indebtedness minus AWI and domestic
65

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Armstrong World Industries, Inc., and Subsidiaries
Notes to Consolidated Financial Statements
(dollar amounts in millions)
subsidiary unrestricted cash and cash equivalents up to $100 million to consolidated EBITDA (consolidated leverage ratio) to be less
than or equal to 4.5 to 1.0 through June 30, 2012, 4.0 to 1.0 after June 30, 2012 through September 30, 2013 and 3.75 to 1.0 after
September 30, 2013. Our debt agreements include other restrictions, including restrictions pertaining to the acquisition of additional
debt, the redemption, repurchase or retirement of our capital stock, payment of dividends, and certain financial transactions as it relates
to specified assets. As of December 31, 2011 we were in compliance with these covenants. We believe that default under these
covenants is unlikely. Fully borrowing under our revolving credit facility would not violate these covenants.
The Revolving Credit and Term Loan A portions are currently priced at a spread of 3.00% over LIBOR and the Term Loan B portion is
priced at 3.00% over LIBOR with a 1.00% LIBOR floor for its entire term. The Term Loan A and Term Loan B were both fully drawn
and are currently priced on a variable interest rate basis. The unpaid balances of Term Loan A ($250 million), Revolving Credit ($0
million) and Term Loan B ($545.9 million) of the credit facility may be prepaid without penalty at the maturity of their respective
interest reset periods. Any amounts prepaid on the Term Loan A or Term Loan B may not be re-borrowed.
Mandatory prepayments are required under the senior credit facility pursuant to an annual leverage test starting with the year ending
December 31, 2011 under which, if our consolidated leverage ratio is greater than 2.0 to1.0 but less than 2.5 to 1.0, we would be
required to make a prepayment of 25% of fiscal year Consolidated Excess Cash Flow as defined by the credit agreement. If our
Consolidated Leverage Ratio is greater than 2.5 to 1.0, the prepayment amount would be 50% of fiscal year Consolidated Excess Cash
Flow. As of December 31, 2011, we were not required to make a mandatory prepayment on our loan obligations.
On December 10, 2010 we entered into a $100 million Accounts Receivable Securitization Facility with financial institutions (the
funding entities) with a three year term. Under this agreement Armstrong World Industries and Armstrong Hardwood Flooring
Company (the Originators) sell their accounts receivables to Armstrong Receivables Company, LLC (ARC), a Delaware entity that is
consolidated in these financial statements. ARC is a 100% wholly owned single member LLC special purpose entity created specifically
for this transaction, therefore any receivables sold to ARC are not available to the general creditors of AWI. ARC then sells an
undivided interest in the purchased accounts receivables to the funding entities. This undivided interest acts as collateral for drawings on
the facility. Any borrowings under this facility are obligations of ARC and not AWI. ARC contracts with and pays a servicing fee to
Armstrong World Industries to manage, collect and service the purchased accounts receivables.
All new receivables under the program generated by the originators are continuously purchased by ARC with the proceeds from
collections of receivables previously purchased. Ongoing changes in the amount of funding under the program, through changes in the
amount of undivided interests sold by ARC, reflect seasonal variations in the level of accounts receivable, changes in collection trends
and other factors such as changes in sales prices and volumes. ARC has issued subordinated notes payable to the originators for the
difference between the face amount of uncollected accounts receivable purchased, less a discount, and cash paid to the originators that
was funded by the sale of the undivided interests. The subordinated notes issued by ARC are subordinated to the undivided interests of
the funding entities in the purchased receivables. The balance of the subordinated notes payable, which are eliminated in consolidation,
totaled $98.3 million and $97.5 million as of December 31, 2011 and December 31, 2010, respectively. As of December 31, 2011 we
had no borrowings under this facility but had $50.6 million of letters of credit issued under the facility. In December 2011, this facility
was assigned to the Bank of Nova Scotia and extended to 2014.
On December 16, 2010 we issued $35.0 million of Recovery Zone Facility bonds through Jackson County, West Virginia to finance the
construction of our new mineral wool plant. These tax exempt bonds are seven day variable rate demand notes backed by a letter of
credit. These bonds mature in 2041.
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Approximately $2.1 million of the remaining outstanding debt as of December 31, 2011 was secured with buildings and other assets.
The credit lines at our foreign subsidiaries are subject to immaterial annual commitment fees.
Scheduled payments of long-term debt:
2012
2013
2014
2015
2016
2017 and later

$ 18.1
$ 30.5
$ 43.0
$180.5
$ 5.5
$563.4

We utilize lines of credit and other commercial commitments in order to ensure that adequate funds are available to meet operating
requirements. On December 31, 2011, we had a $250 million revolving credit facility with a $150 million sublimit for letters of credit,
of which $19.4 million was outstanding. There were no borrowings under the revolving credit facility. Availability under this facility
totaled $230.6 million as of December 31, 2011. We also have the $100 million securitization facility which as of December 31, 2011
had letters of credit outstanding of $50.6 million and no borrowings against it. Maximum capacity under this facility was $57.2 million
(of which $6.6 million was available), subject to accounts receivable balances and other collateral adjustments, as of December 31,
2011. As of December 31, 2011, our foreign subsidiaries had available lines of credit totaling $24.0 million of which $2.4 million was
available only for letters of credit and guarantees. There were $0.9 million of letters of credit and guarantees issued under these credit
lines as of December 31, 2011, leaving an additional letter of credit availability of $1.5 million. There were no borrowings under these
lines of credit as of December 31, 2011 leaving $21.6 million of unused lines of credit available for foreign borrowings.
On December 31, 2011, we had outstanding letters of credit totaling $70.5 million, of which $19.4 million was issued under the
revolving credit facility, $50.6 million was issued under the securitization facility and $0.5 million of international subsidiary letters of
credit were issued by other banks. Letters of credit are issued to third party suppliers, insurance and financial institutions and typically
can only be drawn upon in the event of AWIs failure to pay its obligations to the beneficiary.
NOTE 18. PENSION AND OTHER BENEFIT PROGRAMS
We have defined benefit pension plans and postretirement medical and insurance benefit plans covering eligible employees worldwide.
We also have defined-contribution pension plans for eligible employees. Benefits from defined benefit pension plans, which cover most
employees worldwide, are based primarily on an employees compensation and years of service. We fund our pension plans when
appropriate. We fund postretirement benefits on a pay-as-you-go basis, with the retiree paying a portion of the cost for health care
benefits by means of deductibles and contributions.
UNITED STATES PLANS
The following tables summarize the balance sheet impact of the pension and postretirement benefit plans, as well as the related benefit
obligations, assets, funded status and rate assumptions. The pension benefits disclosures include both the qualified, funded Retirement
Income Plan (RIP) and the Retirement Benefit Equity Plan, which is a nonqualified, unfunded plan designed to provide pension benefits
in excess of the limits defined under Sections 415 and 401(a)(17) of the Internal Revenue Code.
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We use a December 31 measurement date for our U.S. defined benefit plans.
2011

2010

Change in benefit obligation:
Benefit obligation as of beginning of period
Service cost
Interest cost
Plan amendments
Actuarial loss
Benefits paid

U.S. defined-benefit pension plans

$1,867.7
15.6
92.3
0.5
79.3
(122.4 )

$1,780.1
16.4
96.4
0.4
91.6
(117.2 )

Benefit obligation as of end of period

$1,933.0

$1,867.7

Change in plan assets:
Fair value of plan assets as of beginning of period
Actual return on plan assets
Employer contribution
Benefits paid

$1,946.6
113.0
4.4
(122.4 )

$1,850.3
210.1
3.4
(117.2 )

Fair value of plan assets as of end of period

$1,941.6

$1,946.6

Funded status of the plans

$8.6

$78.9

U.S. defined-benefit pension plans

2011

2010

Weighted-average assumptions used to determine benefit obligations
at end of period:
Discount rate
Rate of compensation increase

4.85
3.10

%
%

5.10
3.10

%
%

Weighted-average assumptions used to determine net periodic benefit
cost for the period:
Discount rate
Expected return on plan assets
Rate of compensation increase

5.10
7.25
3.10

%
%
%

5.60
8.00
4.00

%
%
%

The accumulated benefit obligation for the U.S. defined benefit pension plans was $1,913.6 million and $1,849.5 million at
December 31, 2011 and 2010, respectively.
U.S. pension plans with benefit obligations in excess of assets
Projected benefit obligation, December 31
Accumulated benefit obligation, December 31
Fair value of plan assets, December 31

2011

2010

$49.4
48.5


$49.4
48.8


The components of pension credit are as follows:
U.S. defined-benefit pension plans
Service cost of benefits earned during the period
Interest cost on projected benefit obligation
Expected return on plan assets

2011

2010

2009

$15.6
92.3
(152.5)

$16.4
96.4
(167.0)

$18.0
96.0
(171.2)
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Amortization of prior service cost
Recognized net actuarial loss

1.9
19.2

Net periodic pension credit

$(23.5 )
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Investment Policies
The RIPs primary investment objective is to maintain the funded status of the plan such that the likelihood that we will be required to
make significant contributions to the plan is limited. This objective is to be achieved by:


Investing a substantial portion of the plan assets in high quality corporate bonds whose duration is at least equal to that of the
plans liabilities such that there is a relatively high correlation between the movements of the plans liability and asset
values.



Investing in publicly traded equities in order to increase the ratio of plan assets to liabilities over time.



Limiting investment return volatility by diversifying among additional asset classes with differing expected rates of return
and return correlations.



Using derivatives to either implement investment positions efficiently or to hedge risk but not to create investment leverage.

Each asset class utilized by the RIP has a defined asset allocation target and allowable range. The table below shows the asset allocation
target and the December 31, 2011 and 2010 position for each asset class:

Asset Class
Domestic equity
International equity
High yield bonds
Long duration bonds
Real estate
Other fixed income

Target Weight at
December 31, 2011
17
18
5
54
5
1

%
%
%
%
%
%

Position at December 31,
2011
17
18
5
53
6
1

%
%
%
%
%
%

2010
37
21
5
31
5
1

%
%
%
%
%
%

The change in position from December 31, 2010 to December 31, 2011 reflects a planned change in our allocation targets.
Pension plan assets are required to be reported and disclosed at fair value in the financial statements. Fair value is defined as the
exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous
market for the asset or liability in an orderly transaction between market participants on the measurement date. Three levels of inputs
may be used to measure fair value:
Level 1  Quoted prices in active markets for identical assets or liabilities.
Level 2  Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar assets and
liabilities in active markets; quoted prices for identical or similar assets and liabilities in markets that are not active; or other
inputs that are observable or can be corroborated by observable market data.
Level 3  Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the
assets or liabilities. This includes certain pricing models, discounted cash flow methodologies and similar techniques that use
significant unobservable inputs.
The assets fair value measurement level within the fair value hierarchy is based on the lowest level of any input that is significant to
the fair value measurement. Valuation techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.
69

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Armstrong World Industries, Inc., and Subsidiaries
Notes to Consolidated Financial Statements
(dollar amounts in millions)
The following table sets forth by level within the fair value hierarchy a summary of the RIPs assets measured at fair value on a
recurring basis:
Value at December 31, 2011
Description

Level 1

Level 2

Level 3

Total

Long duration bonds
Domestic equity
International equity
High yield bonds
Real estate
Other investments
Receivables/short term investments/(payables), net


$218.4
107.8



63.4

$1,017.2
117.0
205.7
98.7


(1.7 )





$109.8
5.3


$1,017.2
335.4
313.5
98.7
109.8
5.3
61.7

Net assets

$389.6

$1,436.9

$115.1

$1,941.6

Value at December 31, 2010
Description

Level 1

Level 2

Level 3

Total

Long duration bonds
Domestic equity
International equity
High yield bonds
Real estate
Other investments
Money market investments
Receivables/short term investments, net


$604.2
145.1



29.9
10.2

$604.5
91.5
254.3
98.3









$103.1
5.5



$604.5
695.7
399.4
98.3
103.1
5.5
29.9
10.2

Net assets

$789.4

$1,048.6

$108.6

$1,946.6
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The table below sets forth a summary of changes in the fair value of the RIPs level 3 assets for the years ended December 31, 2010 and
2011:
Level 3 Assets Gains and Losses
Real Estate

Other
Investments

Balance, December 31, 2009
Realized (loss) gain
Unrealized (loss) gain
Purchases, (sales), issuances, (settlements), net

$ 84.6
(1.6
9.7
10.4

$ 8.4
0.4
(1.5
(1.8

Balance, December 31, 2010
Realized (loss)
Unrealized gain (loss)
Purchases, (sales), issuances, (settlements), net

$ 103.1
(1.8
12.5
(4.0

Balance, December 31, 2011

$ 109.8

)

)
)

$ 5.5

(0.2

$ 5.3

Total

)
)

)

$93.0
(1.2 )
8.2
8.6
$108.6
(1.8 )
12.3
(4.0 )
$115.1

Following is a description of the valuation methodologies used for assets measured at fair value. There have been no changes in the
methodologies used at December 31, 2011 and 2010.
Long Duration Bonds: Consists of investments in individual corporate bonds as well as investments in registered investment funds and
common and collective trust funds investing in fixed income securities tailored to institutional investors. Certain corporate bonds are
valued based on a compilation of primarily observable market information or a broker quote in a non-active market. There are no
readily available market quotations for registered investment company funds or common collective trust funds. The fair value is based
on the underlying securities in the funds portfolio which is typically the amount which the fund might reasonably expect to receive for
the security upon a current sale.
Domestic and International equity securities: Consists of investments in common and preferred stocks as well as investments in
registered investment funds investing in equities tailored to institutional investors. Common and preferred stocks are valued at the
closing price reported on the active market on which the individual securities are traded. There are no readily available market
quotations for registered investment company funds. The fair value is based on the underlying securities in the funds portfolio which is
typically the amount which the fund might reasonably expect to receive for the security upon a current sale.
High Yield Bonds: Consists of investments in individual corporate bonds as well as an investment in a registered investment fund
investing in fixed income securities tailored to institutional investors. Certain corporate bonds are valued based on a compilation of
primarily observable market information or a broker quote in a non-active market. There are no readily available market quotations for
registered investment company funds. The fair value is based on the underlying securities in the funds portfolio which is typically the
amount which the fund might reasonably expect to receive for the security upon a current sale.
Real Estate: The RIPs real estate investments are comprised of both open-end and closed-end funds. There are no readily available
market quotations for these real estate funds. The funds fair value is based on the underlying real estate assets held by the fund.
Underlying real estate assets are valued on the basis of a discounted cash flow approach, which includes the future rental receipts,
expenses and residual values as the highest and best use of the real estate from a market participant view. Independent appraisals may
also be used to determine fair value for the underlying assets of these funds.
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Other Investments: Consists of investments in a group insurance annuity contract and a limited partnership. The fair value for the group
insurance annuity contract was determined by discounting the related cash flows based on current yields of similar instruments with
comparable durations considering the credit-worthiness of the issuer. For our investment in the limited partnership, the majority of the
partnerships underlying securities are invested in publicly traded securities which are valued at the closing price reported on the active
market on which the individual securities are traded. The remaining other investments within the partnership are valued based on
available inputs, including recent financing rounds, comparable company valuations, and other available data. The investment in the
limited partnership is non-redeemable until the expiration of the term of the agreement.
Money Market Investments: The money market investment consists of an institutional investor mutual fund, valued at the funds net
asset value (NAV) which is normally calculated at the close of business daily.
Receivables/Short Term Investments, net: Cash and short term investments consist of cash and cash equivalents and other payables and
receivables (net). The carrying amounts of cash and cash equivalents approximate fair value due to the short-term maturity of these
instruments. Other payables and receivables consist primarily of margin on account for a fund, accrued fees and receivables related to
investment positions liquidated for which proceeds had not been received at December 31. The carrying amounts of payables and
receivables approximate fair value due to the short-term nature of these instruments.
The RIP has $1,012.1 million and $830.0 million of investments in alternative investment funds at December 31, 2011 and
December 31, 2010, respectively, which are reported at fair value, and we have concluded that the net asset value reported by the
underlying fund approximates the fair value of the investment. These investments are redeemable at NAV under agreements with the
underlying funds. However, it is possible that these redemption rights may be restricted or eliminated by the funds in the future in
accordance with the underlying fund agreements. Due to the nature of the investments held by the funds, changes in market conditions
and the economic environment may significantly impact the NAV of the funds and, consequently, the fair value of the RIPs interest in
the funds. Furthermore, changes to the liquidity provisions of the funds may significantly impact the fair value of the RIPs interest in
the funds.
Basis of Rate-of-Return Assumption
Long-term asset class return assumptions are determined based on input from investment professionals on the expected performance of
the asset classes over 10 to 20 years. The forecasts were averaged to come up with consensus passive return forecasts for each asset
class. An incremental component was added for the expected return from active management based both on the RIPs experience and
on historical information obtained from the RIPs investment consultants. These forecast gross returns were reduced by estimated
management fees and expenses, yielding a long-term return forecast of 7.25% per annum for 2011.
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U.S. defined-benefit retiree health and life insurance plans

2011

2010

Change in benefit obligation:
Benefit obligation as of beginning of period
Service cost
Interest cost
Plan participants contributions
Plan amendments
Effect of curtailments
Actuarial loss (gain)
Benefits paid, gross
Medicare subsidy receipts

$304.4
2.1
14.1
6.0
(3.0 )
(8.4 )
9.8
(29.8 )
2.5

$327.5
2.4
14.8
5.9

(1.9 )
(16.7 )
(29.8 )
2.2

Benefit obligation as of end of period

$297.7

$304.4

Change in plan assets:
Fair value of plan assets as of beginning of period
Employer contribution
Plan participants contributions
Benefits paid, gross
Medicare subsidy receipts


$21.3
6.0
(29.8 )
2.5


$21.7
5.9
(29.8 )
2.2

Fair value of plan assets as of end of period

$

$

Funded status of the plans

$(297.7)

$(304.4)

2011

2010

4.75%
4.90%

4.90%
5.30%

U.S. defined-benefit retiree health and life insurance plans
Weighted-average discount rate used to determine benefit obligations at end of period
Weighted-average discount rate used to determine net periodic benefit cost for the period
The components of postretirement benefit costs are as follows:
U.S. defined-benefit retiree health and life insurance plans

2011

2010

2009

Service cost of benefits earned during the period
Interest cost on accumulated postretirement benefit obligation
Amortization of prior service credit
Amortization of net actuarial gain

$2.1
14.1
(0.1 )
(2.1 )

$2.4
14.8

(6.3 )

$1.9
16.7

(4.4 )

Net periodic postretirement benefit cost

$14.0

$10.9

$14.2

As a result of the elimination of future benefits for certain employees, we recorded a curtailment gain of $8.4 million in 2011 in cost of
goods sold. This gain is not reflected in the table above.
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For measurement purposes, an average rate of annual increase in the per capita cost of covered health care benefits of 8.1% for both
pre-65 retirees and post-65 retirees was assumed for 2012, decreasing ratably to an ultimate rate of 5% in 2019. Assumed health care
cost trend rates have a significant effect on the amounts reported for the health care plans. A one-percentage-point change in assumed
health care cost trend rates would have the following effects:
One percentage point
U.S. retiree health and life insurance benefit plans
Effect on total service and interest cost components
Effect on postretirement benefit obligation

Increase

Decrease

$ 0.6
10.9

$ (0.5
(10.4

)
)

Amounts recognized in assets and (liabilities) at year end consist of:
Pension Benefits

Retiree Health and Life
Insurance Benefits

2011

2010

2011

2010

Prepaid pension costs
Accounts payable and accrued expenses
Postretirement benefit liabilities
Pension benefit liabilities

$58.0
(3.7 )

(45.7)

$128.3
(3.9 )

(45.5 )


$ (25.5 )
(272.2 )



$ (26.5 )
(277.9 )


Net amount recognized

$8.6

$78.9

$ (297.7 )

$ (304.4 )

Pre-tax amounts recognized in accumulated other comprehensive income (loss) at year end consist of:
Pension Benefits

Retiree Health and Life
Insurance Benefits

2011

2010

2011

2010

Net actuarial (loss) gain
Prior service (cost) credit

$(694.1)
(11.4 )

$(594.5)
(12.8 )

$ 45.9
2.8

$ 58.2
(0.1

Accumulated other comprehensive (loss) income

$(705.5)

$(607.3)

$ 48.7

$ 58.1

)

We expect to amortize $24.5 million of previously unrecognized prior service cost and net actuarial losses into the pension credit in
2012. We expect to amortize $2.7 million of previously unrecognized net actuarial gains and prior service credits into postretirement
benefit cost in 2012.
We expect to contribute $3.7 million to our U.S. defined benefit pension plans and $25.5 million to our U.S. postretirement benefit plans
in 2012.
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid over the next ten years for
our U.S. plans:

2012
2013
2014
2015

Pension Benefits

Retiree Health and
Life Insurance
Benefits, Gross

Retiree Health
Medicare
Subsidy
Receipts

$ 127.8
128.6
129.8
129.6

$ 26.6
26.8
26.9
26.2

$(1.1
(1.2
(1.4
(1.4
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)
)
)
)

2016
2017-2021

130.6
669.0

25.6
114.5
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These estimated benefit payments are based on assumptions about future events. Actual benefit payments may vary significantly from
these estimates.
NON-U.S. PLANS
We have defined benefit pension plans covering employees in a number of foreign countries that utilize assumptions which are
consistent with, but not identical to, those of the U.S. plans. The following tables summarize the balance sheet impact of foreign pension
benefit plans, as well as the related benefit obligations, assets, funded status and rate assumptions.
We use a December 31 measurement date for all of our non-U.S. defined benefit plans.
Non-U.S. defined-benefit plans

2011

2010

Change in benefit obligation:
Benefit obligation as of beginning of period
Service cost
Interest cost
Plan participants contributions
Foreign currency translation adjustment
Effect of plan settlements and curtailments
Effect of termination benefits
Actuarial loss
Benefits paid

$354.6
3.6
17.9
0.8
(1.6 )
(1.0 )

15.8
(34.2 )

$385.8
5.4
18.3
1.5
(27.7 )
(7.7 )
1.3
6.1
(28.4 )

Benefit obligation as of end of period

$355.9

$354.6

Actual return on plan assets
Employer contributions
Plan participants contributions
Foreign currency translation adjustment
Effect of settlements
Benefits paid

$188.7
10.7
17.5
0.8
0.5

(34.2 )

$190.3
18.7
23.9
1.5
(11.7 )
(5.6 )
(28.4 )

Fair value of plan assets as of end of period

$184.0

$188.7

Funded status of the plans

$(171.9)

$(165.9)

2011

2010

Change in plan assets:
Fair value of plan assets as of beginning of period

Non-U.S. defined-benefit plans
Weighted-average assumptions used to determine benefit obligations at end of
period:
Discount rate
Rate of compensation increase
Weighted-average assumptions used to determine net periodic benefit cost for the
period:
Discount rate
Expected return on plan assets
Rate of compensation increase
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4.5
3.1

%
%

5.0
3.1

%
%

5.0
6.6
3.1

%
%
%

5.1
6.5
3.0

%
%
%
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Non-U.S. pension plans with benefit obligations in excess of assets

2011

2010

$354.8
347.6
182.9

$208.2
201.3
39.9

2011

2010

2009

Service cost of benefits earned during the period
Interest cost on projected benefit obligation
Expected return on plan assets
Amortization of net actuarial loss (gain)

$3.6
17.9
(13.2)
0.3

$5.4
18.3
(13.4)
0.3

$5.1
19.3
(12.8)
(0.9 )

Net periodic pension cost

$8.6

$10.6

$10.7

Projected benefit obligation, December 31
Accumulated benefit obligation, December 31
Fair value of plan assets, December 31
The components of pension cost are as follows:
Non-U.S. defined-benefit plans

Investment Policies
Each of the funded non-US pension plans primary investment objective is to earn sufficient long-term returns on investments both to
increase the ratio of the assets to liabilities in order for the plans to meet their benefits obligations and to minimize required cash
contributions to the plans. This is to be achieved by (a) investing primarily in publicly-traded equities, (b) limiting return volatility by
diversifying investments among additional asset classes with differing expected rates of return and return correlations, and (c) utilizing
long duration bonds to limit the volatility of the plans asset/liability ratios.
Each of the plans has a targeted asset allocation for each asset class. The table below shows, for each asset class, the weighted average
of the several plans asset allocation targets and positions at December 31, 2011 and 2010:
Target Weight at
December 31, 2011

Asset Class
Equities
Long duration bonds
Other fixed income
Real estate

41
48
2
9

Position at December 31,
2011
2010
%
%
%
%

41
49
1
9

%
%
%
%

56
33
2
9

%
%
%
%

The following table sets forth by level within the fair value hierarchy a summary of our non-U.S. plan assets measured at fair value on a
recurring basis:
Value at December 31, 2011
Level 1

Level 2

Bonds
Equities
Real estate
Cash and other short term investments

Description




$ 1.3

$93.0
74.4
15.3


$93.0
74.4
15.3
1.3

Net assets

$ 1.3

$182.7

$184.0
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Value at December 31, 2010
Level 1

Level 2

Total

Bonds
Equities
Real estate
Cash and other short term investments

Description


$ 1.2

1.5

$65.3
105.1
15.6


$65.3
106.3
15.6
1.5

Net assets

$ 2.7

$186.0

$188.7

Following is a description of the valuation methodologies used for non-U.S. plan assets measured at fair value. There have been no
changes in the methodologies used at December 31, 2011 and 2010.
Bonds: Consists of investments in individual corporate bonds as well as investments in pooled funds investing in fixed income securities
tailored to institutional investors. Certain corporate bonds are valued at the closing price reported in the active market in which the bond
is traded. There are no readily available market quotations for pooled funds. The fair value is based on the underlying securities in the
funds portfolio which is typically the amount which the fund might reasonably expect to receive for the security upon a current sale.
Equities: Consists of investments in common and preferred stocks as well as investments in pooled funds investing in international
equities tailored to institutional investors. Equity securities are valued at the closing price reported on the active market on which the
individual securities are traded. There are no readily available market quotations for pooled funds. The fair value is based on the
underlying securities in the funds portfolio which is typically the amount which the fund might reasonably expect to receive for the
security upon a current sale.
Real Estate: The plans real estate investments are comprised of pooled real estate mutual funds valued based on a compilation of
primarily observable market information or a broker quote in a non-active market.
Cash and other Short Term Investments: Cash and short term investments consist primarily of cash and cash equivalents, and plan
receivables/payables. The carrying amounts of cash and cash equivalents and receivables/payables approximate fair value due to the
short-term nature of these instruments.
The non-U.S. pension plans have $182.2 million and $185.4 million of investments in alternative investment funds at December 31,
2011 and December 31, 2010, respectively, which are reported at fair value. We have concluded that the net asset value reported by the
underlying fund approximates the fair value of the investment. These investments are redeemable at net asset value under agreements
with the underlying funds. However, it is possible that these redemption rights may be restricted or eliminated by the funds in the future
in accordance with the underlying fund agreements. Due to the nature of the investments held by the funds, changes in market
conditions and the economic environment may significantly impact the net asset value of the funds and, consequently, the fair value of
the plans interest in the funds. Furthermore, changes to the liquidity provisions of the funds may significantly impact the fair value of
the plans interest in the funds.
Basis of Rate-of-Return Assumption
Long-term asset class return forecasts were obtained from investment professionals. The forecasts were averaged to come up with
consensus passive return forecasts for each asset class. These forecast asset class returns were weighted by the plans target asset class
weights, yielding a long-term return forecast of 6.6% and 6.5% for the years ended December 31, 2011 and 2010, respectively.
77

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Armstrong World Industries, Inc., and Subsidiaries
Notes to Consolidated Financial Statements
(dollar amounts in millions)
Amounts recognized in the consolidated balance sheets consist of:
2011

2010

Prepaid pension costs
Accounts payable and accrued expenses
Pension benefit liabilities


$(10.9 )
(161.0)

$2.4
(11.7 )
(156.6)

Net amount recognized

$(171.9)

$(165.9)

Pre-tax amounts recognized in accumulated other comprehensive income (loss) at year end consist of:
2011

2010

Net actuarial (loss)

$(25.9)

$(11.2)

Accumulated other comprehensive (loss)

$(25.9)

$(11.2)

We expect to amortize $1.3 million of previously unrecognized net actuarial losses into pension cost in 2012.
The accumulated benefit obligation for the non-U.S. defined benefit pension plans was $348.8 million and $338.7 million at
December 31, 2011 and 2010, respectively.
We expect to contribute $14.9 million to our non-U.S. defined benefit pension plans in 2012.
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid over the next ten years:
Pension Benefits
2012
2013
2014
2015
2016
2017-2021

$ 20.8
19.4
19.5
20.9
20.6
111.1

Costs for other worldwide defined contribution benefit plans and multiemployer pension plans were $14.1 million in 2011, $13.2
million in 2010 and $13.3 million in 2009.
NOTE 19. FINANCIAL INSTRUMENTS
We do not hold or issue financial instruments for trading purposes. The estimated fair values of our financial instruments are as follows:
December 31, 2011

Assets/(Liabilities), net:
Total debt, including current portion
Foreign currency contract obligations
Natural gas contracts
Interest rate swap contracts

Carrying
amount

Estimated Fair
Value

$(843.0 )
1.1
(9.3 )
(14.0 )

$ (835.2
1.1
(9.3
(14.0
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December 31, 2010

)
)
)

Carrying
amount

Estimated Fair
Value

$(874.9 )
(7.0 )
(5.5 )


$ (882.8
(7.0
(5.5


)
)
)

The carrying amounts of cash and cash equivalents of $480.6 million at December 31, 2011 (made up of bank deposits), receivables,
accounts payable and accrued expenses, short-term debt and current installments of long-term debt approximate fair value because of
the short-term maturity of these
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instruments. The fair value estimates of long-term debt were based upon quotes from a major financial institution of recently observed
trading levels of our Term Loan B debt. The fair value estimates of foreign currency contract obligations are estimated from market
quotes provided by a well recognized national market data provider. The fair value estimates of natural gas contracts are estimated using
internal valuation models with verification by obtaining quotes from major financial institutions. For swap transactions, fair value is
calculated using NYMEX market quotes provided by a well recognized national market data provider. For option based strategies, fair
value is calculated using an industry standard Black-Scholes model with market based inputs, including but not limited to, underlying
asset price, strike price, implied volatility, discounted risk free rate and time to expiration, provided by a well recognized national
market data provider. The fair value estimates for interest rate swap contracts are estimated by obtaining quotes from major financial
institutions with verification by internal valuation models.
As of December 31, 2011 and 2010, we had $1.5 million and $30.0 million, respectively, of restricted cash held by a trustee related to
the construction of our Millwood, West Virginia mineral wool plant. The trustee has invested the cash in money market investments.
The carrying value on our balance sheet approximates the fair value because of the short-term maturity of the instruments.
Refer to Note 18 for a discussion of fair value and the related inputs used to measure fair value.
Assets and liabilities measured at fair value on a recurring basis are summarized below:

Assets/(Liabilities), net:
Foreign currency contract obligations
Natural gas contracts
Interest rate swap contracts

December 31, 2011

December 31, 2010

Fair value based on

Fair value based on

Quoted,
active
markets
Level 1

Other
observable
inputs
Level 2

$ 1.1




$ (9.3
(14.0

)
)

Quoted,
active
markets
Level 1

Other
observable
inputs
Level 2

$ (7.0 )




$ (5.5


)

We do not have any financial assets or liabilities that are valued using Level 3 (unobservable) inputs.
NOTE 20. DERIVATIVE FINANCIAL INSTRUMENTS
We are exposed to market risk from changes in foreign exchange rates, interest rates and commodity prices that could impact our results
of operations and financial condition. We use forward swaps and option contracts to hedge these exposures. Exposure to individual
counterparties is controlled and derivative financial instruments are entered into with a diversified group of major financial institutions.
Forward swaps and option contracts are entered into for periods consistent with underlying exposure and do not constitute positions
independent of those exposures. At inception, hedges that we designate as hedging instruments are formally documented as either (1) a
hedge of a forecasted transaction or cash flow hedge, or (2) a hedge of the fair value of a recognized liability or asset or fair value
hedge. We also formally assess both at inception and at least quarterly thereafter, whether the derivatives that are used in hedging
transactions are highly effective in offsetting changes in either the fair value or cash flows of the hedged item. If it is determined that a
derivative ceases to be a highly effective hedge, or if the anticipated transaction is no longer probable of occurring, we discontinue
hedge accounting, and any future mark-to-market adjustments are recognized in earnings. We use derivative financial instruments as
risk management tools and not for speculative trading purposes.
Counterparty Risk
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We only enter into derivative transactions with established counterparties having a credit rating of BBB or better. We monitor
counterparty credit default swap levels and credit ratings on a regular basis. All of our derivative transactions with counterparties are
governed by master International Swap and Derivatives Association agreements (ISDAs) with netting arrangements. These
agreements can limit our exposure
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in situations where we have gain and loss positions outstanding with a single counterparty. We generally do not post nor do we receive
cash collateral with any counterparty for our derivative transactions. As of December 31, 2011, we had no cash collateral posted or
received for any of our derivative transactions. These ISDAs do not have any credit contingent features; however, a default under our
bank credit facility would trigger a default under these agreements. Exposure to individual counterparties is controlled, and thus we
consider the risk of counterparty default to be negligible.
Commodity Price Risk
We purchase natural gas for use in the manufacture of ceiling tiles and other products, and to heat many of our facilities. As a result, we
are exposed to fluctuations in the price of natural gas. We have a policy to reduce cost volatility for North American natural gas
purchases by purchasing natural gas forward contracts and swaps, purchased call options, and zero-cost collars up to 24 months forward
to reduce our overall exposure to natural gas price movements. There is a high correlation between the hedged item and the hedged
instrument. The gains and losses on these transactions offset gains and losses on the transactions being hedged. These instruments are
designated as cash flow hedges. At December 31, 2011 and December 31, 2010, the notional amount of these hedges was $47.2 million
and $37.0 million, respectively. The mark-to-market gain or loss on qualifying hedges is included in other comprehensive income to the
extent effective, and reclassified into cost of goods sold in the period during which the underlying gas is consumed. The mark-to-market
gains or losses on ineffective portions of hedges are recognized in cost of goods sold immediately. The earnings impact of the
ineffective portion of these hedges was not material for the years ended December 31, 2011 and 2010. The contracts are based on
forecasted usage of natural gas measured in mmBtus.
Currency Rate Risk  Sales and Purchases
We manufacture and sell our products in a number of countries throughout the world and, as a result, we are exposed to movements in
foreign currency exchange rates. To a large extent, our global manufacturing and sales provide a natural hedge of foreign currency
exchange rate movement, as foreign currency expenses generally offset foreign currency revenues. We manage our cash flow exposures
on a net basis and use derivatives to hedge the majority of our unmatched foreign currency cash inflows and outflows. As of
December 31, 2011, our major foreign currency exposures are to the Canadian dollar, the Euro, and the Australian dollar.
We use foreign currency forward exchange contracts to reduce our exposure to the risk that the eventual net cash inflows and outflows
resulting from the sale of products to foreign customers and purchases from foreign suppliers will be adversely affected by changes in
exchange rates. These derivative instruments are used for forecasted transactions and are classified as cash flow hedges. Cash flow
hedges are executed quarterly, generally up to 15 months forward, and allow us to further reduce our overall exposure to exchange rate
movements, since gains and losses on these contracts offset gains and losses on the transactions being hedged. The notional amount of
these hedges was $128.3 million and $89.9 million at December 31, 2011 and December 31, 2010, respectively. Gains and losses on
these instruments are recorded in other comprehensive income, to the extent effective, until the underlying transaction is recognized in
earnings. The earnings impact of the ineffective portion of these hedges was not material for the years ended December 31, 2011 and
2010.
Currency Rate RiskIntercompany Loans and Dividends
We also use foreign currency forward exchange contracts to hedge exposures created by cross-currency intercompany loans and
dividends. The underlying intercompany loans are classified as short-term, and translation adjustments related to these loans are
recorded in other non-operating income or expense. The offsetting gains or losses on the related derivative contracts are also recorded in
other non-operating income or expense. These contracts are decreased or increased as repayments are made or additional intercompany
loans are extended or adjusted for intercompany dividend activity as necessary. The notional amount of these hedges was $21.8 million
and $143.2 million at December 31, 2011 and December 31, 2010, respectively.
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Interest Rate Risk
We utilize interest rate swaps to minimize the fluctuations in earnings caused by interest rate volatility. Interest expense on variable-rate
liabilities increases or decreases as a result of interest rate fluctuations. On March 31, 2011, we entered into two interest rate swaps, on
our Term Loan A and Term Loan B, with notional amounts of $100 million and $200 million, respectively, which mature in November
2015. Under the terms of the Term Loan A swap, we receive 3-month LIBOR and pay a fixed rate over the hedged period. Under the
terms of the Term Loan B swap, we receive the greater of 3-month LIBOR or the 1% LIBOR Floor and pay a fixed rate over the hedged
period. These swaps are designated as cash flow hedges to hedge against changes in LIBOR for a portion of our variable rate debt. The
mark-to-market loss was $14.0 million at December 31, 2011.
Financial Statement Impacts
The following tables detail amounts related to our derivatives as of December 31, 2011 and December 31, 2010. Our derivative assets
not designated as hedging instruments were not material as of December 31, 2011 and December 31, 2010.
Asset Derivatives
Fair Value
December 31,
Balance Sheet Location
2011
Derivatives designated as hedging instruments
Foreign exchange contracts

Other current assets

Total derivatives designated as hedging instruments

Fair Value
December 31,
2010

$2.4



$2.4



Liability Derivatives
Fair Value
December 31,
Balance Sheet Location
2011
Derivatives designated as hedging instruments
Natural gas commodity contracts
Natural gas commodity contracts
Foreign exchange contracts
Interest rate swaps

Accounts payable and
accrued expenses
Other long-term
liabilities
Accounts payable and
accrued expenses
Other long-term
liabilities

Total derivatives designated as hedging instruments

Fair Value
December 31,
2010

$7.2

$5.5

2.1



1.3

2.4

14.0



$24.6

$7.9

Liability Derivatives

Derivatives not designated as hedging instruments
Foreign exchange contracts

Fair Value
December 31,
Balance Sheet Location
2011

Fair Value
December 31,
2010

Accounts payable and
accrued expenses

$4.6
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Total derivative liabilities not designated as hedging
instruments
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Amount of Gain (Loss) Recognized in Other
Comprehensive Income (OCI) (Effective
Portion) (a)
For the Year Ended
December 31, 2011

Derivatives in Cash Flow Hedging Relationships

(a)

For the Year Ended
December 31,
2010

Natural gas commodity contracts
Foreign exchange contracts  purchases
and sales
Interest rate swap contracts

$

Total

$

(9.1

)

1.0
(14.0

)

(22.1

)

$

$

(5.3

)

(2.4


)

(7.7

)

As of December 31, 2011 the amount of existing gains (losses) in Accumulated OCI expected to be recognized in earnings
over the next twelve months is $(6.2) million.
(Loss) Reclassified from Accumulated OCI into
Income (Effective Portion)
For the Year
Ended December 31,
Derivatives in Cash Flow Hedging Relationships
Natural gas commodity contracts
Foreign exchange contracts  purchases
and sales

Location

2011

Cost of goods
sold
$
Cost of goods
sold

Total

$

(6.7

)

(3.5

)

(10.2

)

Derivatives in Cash Flow Hedging Relationships
Natural gas commodity contracts
Foreign exchange contracts  purchases and sales
Interest rate swap contracts
(a)

2010
$

$

(9.2

)

(5.4

)

(14.6

)

Location of Gain (Loss)
Recognized in Income on
Derivative (Ineffective
Portion) (a)
Cost of goods sold
SG&A expense
Interest expense

The amount recognized in income related to the ineffective portion of the hedging relationships was immaterial in 2011 and
2010. No gains or losses are excluded from the assessment of the hedge effectiveness.

The amount of gain (loss) recognized in income for derivative instruments not designated as hedging instruments was $4.7 million and
($4.7) million, respectively, for the years ended December 31, 2011 and 2010.
NOTE 21. GUARANTEES
In disposing of assets, we have entered into contracts that included various indemnity provisions, covering such matters as taxes,
environmental liabilities and asbestos and other litigation. Some of these contracts have exposure limits, but many do not. Due to the
nature of the indemnities, it is not possible to estimate the potential maximum exposure under these contracts. For contracts under which
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an indemnity claim has been received, a liability of $4.3 million has been recorded as of December 31, 2011, which is included in
environmental liabilities as disclosed in Note 30 to the Consolidated Financial Statements.
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NOTE 22. PRODUCT WARRANTIES
We provide direct customer and end-user warranties for our products. These warranties cover manufacturing defects that would prevent
the product from performing in line with its intended and marketed use. The terms of these warranties vary by product and generally
provide for the repair or replacement of the defective product. We collect and analyze warranty claims data with a focus on the historic
amount of claims, the products involved, the amount of time between the warranty claims and their respective sales and the amount of
current sales.
The following table summarizes the activity for the accrual of product warranties for December 31, 2011 and 2010:
2011

2010

Balance at beginning of year
Reductions for payments
Current year warranty accruals
Preexisting warranty accrual changes
Effects of foreign exchange translation

$11.9
(16.5)
17.2
(0.4 )
(0.1 )

$14.1
(18.1)
16.3
(0.2 )
(0.2 )

Balance at end of year

$12.1

$11.9

The warranty provision and related reserve are recorded as a reduction of sales and accounts receivable.
NOTE 23. OTHER LONG-TERM LIABILITIES
December 31,
2011

December 31,
2010

Long-term deferred compensation arrangements
Long-term portion of derivative liabilities
U.S. workers compensation
Postemployment benefit liabilities
Environmental liabilities
Other

$ 24.8
16.1
10.3
8.0
7.3
12.4

$ 27.9

12.2
8.1
8.3
13.8

Total other long-term liabilities

$ 78.9

$ 70.3

NOTE 24. SHARE-BASED COMPENSATION PLANS
The 2006 Long-Term Incentive Plan (2006 Plan) authorized us to issue stock options, stock appreciation rights, restricted stock
awards, stock units, performance-based awards and cash awards to officers and key employees, and was scheduled to terminate on
October 2, 2016. On June 24, 2011 our shareholders approved an amendment and restatement of the 2006 Plan, resulting in the 2011
Long-Term Incentive plan (the LTIP). The 2006 Plan originally authorized up to 5,349,000 shares of common stock for issuance, and
the amendment authorizes an additional 1,600,000 shares of common stock for issuance, for a total of 6,949,000, which includes all
shares that have been issued under the 2006 Plan. The amendment also extends the expiration date of the LTIP to June 24, 2021, after
which time no further awards may be made. As of December 31, 2011, 3,092,490 shares were available for future grants under the LTIP
plan.
For grants made between our Chapter 11 emergence on October 2, 2006 and October 17, 2006, options were granted to purchase shares
at a price equal to the volume weighted average closing price of the shares for the period October 18, 2006 through October 31, 2006.
For grants made on or after October 18, 2006, options were granted to purchase shares at prices equal to the closing market price of the
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shares on the dates the options were granted. The options generally become exercisable in two to four years and expire 10 years from
the date of grant.
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In August 2009, TPG and the Asbestos PI Trust entered into an agreement whereby TPG purchased 7,000,000 shares of AWI common
stock from the Asbestos PI Trust, and acquired an economic interest in an additional 1,039,777 shares from the Asbestos PI Trust. The
Asbestos PI Trust and TPG together hold more than 60% of AWIs outstanding shares and have entered into a shareholders agreement
pursuant to which the Asbestos PI Trust and TPG have agreed to vote their shares together on certain matters. Under the terms of the
2006 Plan, a change in control occurred as a result of the Asbestos PI Trust and TPG agreement, causing the accelerated vesting of all
unvested share-based compensation. The non-cash charge to earnings related to this accelerated vesting was $31.6 million and was
recorded within SG&A expenses in the third quarter of 2009.
Year Ended December 31, 2011
Weightedaverage
exercise
price

Number of
shares
(thousands)

Weightedaverage
remaining
contractual
term (years)

Option shares outstanding at beginning of period
Options granted
Option shares exercised
Options forfeited
Options expired

1,978.4
476.5
(359.5
(66.1
(5.1

Option shares outstanding at end of period

2,024.2

$ 28.30

7.0

$ 31.6

Option shares exercisable at end of period
Option shares vested and expected to vest

1,149.1
1,953.2

23.08
27.94

5.6
6.9

$ 23.9
$ 31.2

)
)
)

$ 24.02
41.64
(21.33 )
(34.89 )
(22.55 )

Aggregate
intrinsic
value
(millions)

$ 8.7

Year Ended December 31, 2010
Weightedaverage
exercise
price

Number of
shares
(thousands)

Weightedaverage
remaining
contractual
term (years)

Option shares outstanding at beginning of period
Options granted
Option adjustment for December dividend
Option shares exercised
Options forfeited

1,627.5
526.5
463.6
(615.4
(23.8

Option shares outstanding at end of period

1,978.4

$ 24.02

6.9

$ 37.5

Option shares exercisable at end of period
Option shares vested and expected to vest

1,323.7
1,950.7

21.78
23.95

5.7
6.9

$ 28.1
$ 37.2

)
)

$ 25.87
37.22
24.01
(21.55 )
(38.06 )

Aggregate
intrinsic
value
(millions)

$ 13.2

We have reserved sufficient authorized shares to allow us to issue new shares upon exercise of all outstanding options. When options are
actually exercised, we may issue new shares, use treasury shares (if available), acquire shares held by investors, or a combination of
these alternatives in order to satisfy the option exercises. The total grant date fair value of options exercised during the year ended
December 31, 2011 was $3.8 million. Cash proceeds received from options exercised for the year ended December 31, 2011 were $7.7
million.
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The fair value of option grants was estimated on the date of grant using the Black-Scholes option pricing model. The weighted average
assumptions for the years 2011, 2010 and 2009 are presented in the table below.

Weighted-average grant date fair value of options granted (dollars per option)
Assumptions
Risk free rate of return
Expected volatility
Expected term (in years)
Expected dividend yield

2011

2010

2009

$17.32

$15.44

$4.77

2.4 %
39.5 %
6.0
0.0 %

2.8 %
38.1 %
6.1
0.0 %

2.1 %
32.7%
6.0
0.0 %

The risk free rate of return is determined based on the implied yield available on zero coupon U.S. Treasury bills at the time of grant
with a remaining term equal to the expected term of the option. Because reorganized Armstrongs stock has only been trading since the
fourth quarter of 2006, the expected volatility is established based on an average of the actual historical volatilities of the stock prices of
a peer group of companies. The expected life is the midpoint of the average vesting period and the contractual life of the grant. For the
same reasons mentioned earlier we are using an allowable simplified method to determine an appropriate expected term for our option
valuation assumptions. The expected dividend yield is assumed to be zero because, at the time of each grant, we had no plans to declare
a dividend. The assumptions outlined above are applicable to all option grants.
Under the terms of the 2006 Plan, the Management Development and Compensation Committee of our Board of Directors is required to
make equitable adjustments to stock option grants if there is a change in our capital structure. The special cash dividend in December
2010 qualified as a change to our capital structure under the terms of the 2006 Plan. We used the Black-Scholes option pricing model to
determine the fair value of the awards before and after the special cash dividend, using consistent assumptions for the risk free rate of
return, expected term, expected volatility and expected dividend yield. The stock prices used in the before and after calculations were
$52.86 (the NYSE volume weighted average stock price on December 10, 2010, the day before the ex-dividend date) and $40.59 (the
NYSE volume weighted average stock price on December 13, 2010, the ex-dividend date), respectively. For all option grants, the fair
value of the award before and after the dividend remained the same. Therefore, there was no incremental cost recognized in our
financial statements due to these award modifications. The following changes were made to the options outstanding as a result of this
change:
Pre-Dividend Grant Terms

Options granted in 2006
Options granted in 2007
Options granted in 2008
Options granted in 2009
Options granted in 2010

Post-Dividend Grant Terms

Number
of Shares

Exercise Price

Number
of Shares

Exercise Price

707,535
64,100
151,904
107,779
502,682

$29.37
39.88
28.45 36.74
13.46
34.13  38.06

921,281
83,452
197,834
140,371
654,673

$22.55
30.62
21.85 28.21
10.34
26.21  29.23
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We have also granted restricted stock and restricted stock units. These awards generally had vesting periods of two to four years at the
grant date. A summary of the 2011 and 2010 activity related to these awards follows:
Non-Vested Stock Awards

Number of
Shares

Weightedaverage fair
value at grant
date

January 1, 2010
Granted
Vested
Forfeited


72,951




$ 36.52



December 31, 2010
Granted
Vested
Forfeited

72,951
72,104
(13,482
(3,396

$ 36.52
41.56
36.38
41.47

December 31, 2011

128,177

)
)

$ 39.20

In addition to options and restricted stock and restricted stock units, we have also granted performance restricted stock and performance
restricted stock units. These awards generally had vesting periods of two to four years at the grant date. A summary of the 2011 and
2010 activity related to these awards follows:
Non-Vested
Performance Stock
Awards

Number
of
Shares

Weightedaverage
fair value
at grant
date

January 1, 2010
Granted
Vested
Performance premium
Forfeited


290,950

11,064
(29,987 )


$ 38.09

38.19
38.06

December 31, 2010
Granted
Vested
Forfeited

272,027
162,756
(3,311 )
(63,093 )

$ 38.09
41.66
40.67
38.67

December 31, 2011

368,379

$ 39.54

In 2011, we granted both restricted stock awards and performance based awards to the participants in our long term incentive plan. The
restricted stock awards entitle the recipient to a specified number of shares of Armstrongs common stock provided the prescribed three
year service period is fulfilled. The performance based stock awards entitle the recipient to a specified number of shares of Armstrongs
common stock provided the defined financial targets are achieved at the end of 2013. In 2010, we granted predominantly performance

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

based stock awards to the participants in our long term incentive plan. These awards entitled the recipient to a specified number of
shares of Armstrongs common stock provided the defined financial targets were achieved in 2010, and the subsequent two year service
period is fulfilled. The financial performance targets were met. In addition to these awards, we granted our Chief Executive Officer
performance restricted stock units vesting equally on December 31, 2012 and
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2013, provided that specified stock price targets are achieved. During 2011, the performance target for the grant vesting December 31,
2012 was achieved.
In addition to the equity awards described above, as of December 31, 2011 we had 20,616 fully-vested phantom shares outstanding for
non-employee directors under the 2006 Phantom Stock Unit Plan. These awards are settled in cash and generally had vesting periods of
one to three years. The awards are generally payable six months following the directors separation from service. The total liability
recorded for these shares as of December 31, 2011 was $1.4 million. The awards under the 2006 Phantom Stock Unit Plan are not
reflected in the Non-Vested Stock Awards tables above. The 2006 Phantom Stock Unit Plan is still in place; however, no additional
shares will be granted under that plan.
During 2008, we adopted the 2008 Directors Stock Unit Plan. At December 31, 2011 and 2010, there were 105,427 and 119,763
restricted stock units, respectively, outstanding under the 2008 Directors Stock Unit Plan. In 2011 and 2010, we granted 22,590 and
59,981 restricted stock units, respectively, to non-employee directors. These awards generally have vesting periods of one to three years,
and as of December 31, 2011 and 2010, 68,879 and 72,147 shares, respectively, were vested but not yet delivered. The awards are
generally payable six months following the directors separation from service. During 2011, we released 28,884 shares to five retired
directors and, in 2010, we released 61,084 shares to four retired directors. Additionally, as a result of these retirements, the directors
forfeited 8,042 shares and 20,916 shares in 2011 and 2010, respectively. The awards granted under the 2008 Directors Stock Unit Plan
are not reflected in the Non-Vested Stock Awards tables above.
We recognize share-based compensation expense on a straight-line basis over the vesting period. Share-based compensation cost was
$11.2 million ($7.5 million net of tax benefit) in 2011; $5.6 million ($3.7 million net of tax benefit) in 2010, and $38.9 million ($29.6
million net of tax benefit), including the impact of the accelerated vesting, in 2009. Share-based compensation expense is recorded as a
component of SG&A expenses. The benefits of tax deductions in excess of grant date fair value from the exercise of stock options and
vesting of share-based awards for the years ended December 31, 2011 and 2010 was $3.0 million and $2.9 million, respectively. To the
extent the vesting date value is greater than the grant date value, the excess tax benefit is a credit to additional paid in capital (APIC),
but only if it reduces income tax currently payable. Due to our NOL, the credit to APIC will be suspended until the NOL is fully
utilized.
As of December 31, 2011, there was $17.5 million of total unrecognized compensation cost related to non-vested share-based
compensation arrangements. That cost is expected to be recognized over a weighted-average period of 1.8 years.
NOTE 25. EMPLOYEE COMPENSATION
Employee compensation is presented in the table below. Charges for severance costs and early retirement incentives to terminated
employees that were otherwise recorded as restructuring charges have been excluded.
2011

2010

2009

Wages, salaries and incentive compensation
Payroll taxes
Pension expense (credits), net
Insurance and other benefit costs
Share-based compensation

$578.0
61.4
(0.8 )
51.7
11.2

$627.6
64.3
(24.3 )
59.0
5.6

$623.4
64.7
(31.4 )
69.1
38.3

Total

$701.5

$732.2

$764.1

The significant reduction in wages and salaries from 2010 to 2011 is primarily due to our on-going headcount reduction efforts. In
addition, 2010 included $11.2 million for severance and related expenses to reflect the separation costs for our former Chairman and
Chief Executive Officer.
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The net pension credit has significantly decreased due to a change in the discount rate and a decrease in the expected return on assets
assumption. See Note 18 to the Consolidated Financial Statements for further information.
NOTE 26. LEASES
We rent certain real estate and equipment. Several leases include options for renewal or purchase, and contain clauses for payment of
real estate taxes and insurance. In most cases, management expects that in the normal course of business, leases will be renewed or
replaced by other leases.
2011

2010

2009

Rent expense
Sublease (income)

$21.9
(1.4 )

$24.0
(3.0 )

$25.8
(3.1 )

Net rent expense

$20.5

$21.0

$22.7

Future minimum payments at December 31, 2011 by year and in the aggregate, having non-cancelable lease terms in excess of one year
are as follows:
Total
Minimum
Lease
Payments

Sublease
(Income)

2012
2013
2014
2015
2016
Thereafter

$ 8.3
6.6
3.9
2.2
1.7
3.8

$ (1.2
(0.7
(0.4
(0.2
(0.2
(0.2

)
)
)
)
)
)

$ 7.1
5.9
3.5
2.0
1.5
3.6

Total

$ 26.5

$ (2.9

)

$ 23.6

Scheduled minimum lease payments

Net
Minimum
Lease
Payments

Assets under capital leases at December 31, 2011 and 2010 are not material.
NOTE 27. SHAREHOLDERS EQUITY
There were no treasury shares at December 31, 2011 or December 31, 2010.
The balance of each component of accumulated other comprehensive (loss), net of tax as of December 31, 2011 and 2010 is presented in
the table below.
December 31,
2011

December 31,
2010

Foreign currency translation adjustments
Derivative (loss), net
Pension and postretirement adjustments

$ 23.1
(14.0
(424.1

)
)

$ 24.7
(5.0
(345.4

)
)

Accumulated other comprehensive (loss)

$ (415.0

)

$ (325.7

)
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The amounts and related tax effects allocated to each component of other comprehensive income (loss) for 2011, 2010, and 2009 are
presented in the table below.
Pre-tax
Amount

Tax Benefit

After tax
Amount

Foreign currency translation adjustments
Derivative (loss), net
Pension and postretirement adjustments

$(1.6 )
(14.4 )
(122.3 )


$ 5.4
43.6

$ (1.6 )
(9.0 )
(78.7 )

Total other comprehensive (loss)

$(138.3 )

$ 49.0

$ (89.3 )

2011

2010

Pre-tax
Amount

Tax
(Expense)

After tax
Amount

Foreign currency translation adjustments
Derivative gain (loss), net
Pension and postretirement adjustments
Purchase of non-controlling interest

$0.3
0.7
(28.4 )
1.1

$ (0.6
(0.2
(0.8


)
)
)

$ (0.3 )
0.5
(29.2 )
1.1

Total other comprehensive (loss)

$(26.3 )

$ (1.6

)

$ (27.9 )

2009

Pre-tax
Amount

Tax
(Expense)

After tax
Amount

Foreign currency translation adjustments
Derivative gain (loss), net
Pension and postretirement adjustments

$38.3
(1.6 )
37.9

$ (3.9
(0.6
(19.1

)
)
)

$ 34.4
(2.2
18.8

Total other comprehensive income

$74.6

$ (23.6

)

$ 51.0

)

NOTE 28. SUPPLEMENTAL FINANCIAL INFORMATION
Selected operating expenses

2011

2010

2009

Maintenance and repair costs
Research and development costs
Advertising costs

$96.0
29.2
16.8

$94.6
32.9
27.5

$103.5
38.0
28.8

Other non-operating expense
Foreign currency transaction loss, net of hedging activity
Other

$0.6
0.8

$1.1
0.1

$0.3
0.6

Total

$1.4

$1.2

$0.9

Other non-operating income
Interest income
Foreign currency transaction gain, net of hedging activity
Other

$2.8
0.2
0.8

$7.1
0.7
0.2

$3.1
0.1


Total

$3.8

$8.0

$3.2

NOTE 29. RELATED PARTIES
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We purchase grid products from WAVE, our 50%-owned joint venture with Worthington Industries. The total amount of these purchases
was approximately $93 million in 2011, $79 million in 2010, and $67 million in 2009. We also provide certain selling, promotional and
administrative processing services to WAVE for which we receive reimbursement. Those services amounted to $15.0 million in 2011,
$15.2 million in 2010, and $14.2 million in 2009. The net amounts due from us to WAVE for all of our relationships were $2.0 million
at the end of both 2011 and 2010. See Note 10 to the Consolidated Financial Statements for additional information.
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We incurred approximately $3.1 million and $0.6 million in consulting fees related to services provided by an affiliate of TPG in 2010
and 2009, respectively. There were no consulting services provided by the TPG affiliate in 2011. The amount due from us to the TPG
affiliate was $0.6 million at the end of 2010. See Note 1 to the Consolidated Financial Statements for additional information.
NOTE 30. LITIGATION AND RELATED MATTERS
ENVIRONMENTAL MATTERS
Environmental Expenditures
Our manufacturing and research facilities are affected by various federal, state and local requirements relating to the discharge of
materials and the protection of the environment. We make expenditures necessary for compliance with applicable environmental
requirements at each of our operating facilities. These regulatory requirements continually change, therefore we cannot predict with
certainty future expenditures associated with compliance with environmental requirements.
Environmental Remediation
Summary
We are actively involved in the investigation and/or remediation of environmental contamination under the Comprehensive
Environmental Response, Compensation and Liability Act (CERCLA), and state or international Superfund and similar type laws at
several domestically- and internationally-owned, formerly owned and non-owned locations allegedly resulting from past industrial
activity. In a few cases, we are one of several potentially responsible parties (PRPs) where we have agreed to jointly fund the required
investigation and remediation, while preserving our defenses to the liability. We may also have rights of contribution or reimbursement
from other parties or coverage under applicable insurance policies.
Estimates of our future liability at the environmental sites are based on evaluations of currently available facts regarding each individual
site. We consider factors such as our activities associated with the site, existing technology, presently enacted laws and regulations and
prior company experience in remediating contaminated sites. Although current law imposes joint and several liability on all parties at
Superfund sites, our contribution to the remediation of these sites is expected to be limited by the number of other companies potentially
liable for site remediation. As a result, our estimated liability reflects only our expected share. In determining the probability of
contribution, we consider the solvency of other parties, whether liability is being disputed, the terms of any existing agreements and
experience with similar matters, and the effect of our Chapter 11 reorganization upon the validity of the claim.
Specific Material Events
In August 2010, we entered into a Consent Order with the Oregon Department of Environmental Quality (ODEQ), along with Kaiser
Gypsum Company, Inc. (Kaiser), and Owens Corning Sales LLC (OC), with respect to our St. Helens, Oregon ceilings facility,
which was previously owned by Kaiser and then OC. The Consent Order, which replaces a previous order of the ODEQ requiring us to
investigate and remediate hazardous substances present at the facility, requires that we and Kaiser complete a remedial investigation and
feasibility study (RI/FS) on the portion of the site owned by us. The Consent Order further requires us, Kaiser and OC to conduct an
RI/FS in the adjacent Scappoose Bay. Our current estimate of our future liability at the site relates to the investigation work required by
the Consent Order and to the currently projected cost of possible remedies for certain portions of the site. However, neither the RI/FS
for the portion of the property owned by us nor the Scappoose Bay is complete. At this time, we have determined that it is probable that
additional corrective action for the portion of the property owned by us will be required. Such corrective action could result in
additional costs greater than currently estimated and, consequently, those costs may be material. At this time, it is not possible to
reasonably estimate the total costs that we may ultimately incur with respect to the Scappoose Bay, although such amounts may be
material.
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Costs and responsibilities for the RI/FS for certain portions of the St. Helens property owned by us continue to be shared with Kaiser
pursuant to an agreement between Kaiser and us. Limited contributions are also being made by ODEQ pursuant to its settlement with
OC for OCs liabilities for the property. Contemporaneously with the execution of the Consent Order, we, Kaiser and OC also entered
into a cost allocation agreement for the investigation and possible remediation of the Scappoose Bay.
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The U.S. Environmental Protection Agency (EPA) has listed two landfills located on a portion of our ceilings facility in Macon,
Georgia, along with the former Macon Naval Ordnance Plant landfill adjacent to our property, and portions of Rocky Creek
(collectively the Macon Site) as a Superfund site on the National Priorities List due to the presence of contaminants, most notably
PCBs. In September 2010 we entered into an Administrative Order on Consent for a Removal Action with the EPA to investigate PCB
contamination in one of the landfills on our property that is a portion of the Superfund Site. Our current estimate of our future liability
includes costs for investigative work that we agreed to perform under the EPA order. Additionally, we will ultimately incur expenses for
closure or some form of remedial action with respect to the landfill. While those amounts are not estimable at this time, they may be
material. Additionally, it is probable that we will incur field investigation, engineering and oversight costs associated with an RI/FS with
respect to the remainder of the Superfund site, including Rocky Creek. We, along with other parties, may also ultimately incur costs in
remedying contamination discovered during the RI/FS. At this time, it is not possible to reasonably estimate the amounts we may
ultimately incur with respect to those activities, although such amounts may be material.
Summary of Financial Position
Liabilities of $7.3 million and $8.3 million at December 31, 2011 and December 31, 2010, respectively, were recorded for potential
environmental liabilities, on a global basis, that we consider probable and for which a reasonable estimate of the probable liability could
be made. Where existing data is sufficient to estimate the liability, that estimate has been used; where only a range of probable liabilities
is available and no amount within that range is more likely than any other, the lower end of the range has been used. As assessments and
remediation activities progress at each site, these liabilities are reviewed to reflect new information as it becomes available. These
liabilities are undiscounted.
The estimated liabilities above do not take into account any claims for recoveries from insurance or third parties. It is our policy to
record probable recoveries that are either available through settlement or anticipated to be recovered through negotiation or litigation as
assets in the Consolidated Balance Sheets. No amounts were recorded for probable recoveries at December 31, 2011 and December 31,
2010.
Actual costs to be incurred at identified sites may vary from our estimates. Based on our current knowledge of the identified sites, it is
not possible to reasonably estimate future costs which may exceed amounts already recognized.
CUSTOMS LITIGATION
In 2002, we began protesting the classification and 6% duty rate then being applied by the U.S. government on imports of our laminate
flooring. After administrative denial of several of these protests, we filed a lawsuit against the United States in the U.S. Court of
International Trade (New York), challenging the U.S. governments classification and duty rate and its administrative denial of our
protests. With the agreement of the U.S. Department of Justice (DOJ), Armstrongs case was placed on the reserve calendar pending
resolution of two test cases challenging the classification and applicable duty rate of similar laminate flooring. The test cases were
decided in 2008 by the U.S. Court of International Trade, which found in favor of the U.S. government. The plaintiffs appealed to the
U.S. Court of Appeals for the Federal Circuit. In September 2009 the Court of Appeals reversed the decisions of the Court of
International Trade and found that the laminate flooring in the test cases should have been classified differently, and that a 3.2% duty
rate should have been applied. Upon expiration of the U.S. governments period to file notice of further appeals, we filed a stipulation
request with the DOJ to stipulate that our case covered imports of laminate flooring which were like goods for which the 3.2% duty rate
likewise should apply. After review by U.S. Customs and Border Protection (Customs), the DOJ agreed to our proposed stipulation,
which was approved by the U.S. Court of International Trade in March 2010. The stipulation provided a refund of a portion of duties
paid by us on the imported laminate flooring at issue in the case, and further allows us to recover refunds on additional entries of
laminate flooring which were properly protested. We have sought refunds on protested imports of laminate flooring from April 2001
through January 2007, when the classification was corrected by statute. We
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received refunds in 2010 of $9.7 million. No significant refunds were received in 2011, and no significant future refunds are anticipated.
ANTIDUMPING AND COUNTERVAILING DUTY PETITION
In October 2010, a coalition of U.S. producers of multilayered wood flooring (not including Armstrong) filed antidumping (AD) and
countervailing duty (CVD) petitions regarding multilayered hardwood flooring from China. The AD petition requested that the
Department of Commerce impose duties of up to 269% on imports of multilayered hardwood flooring, which it claimed was needed to
offset unfair pricing from Chinese imports that injure the U.S. industry. The CVD petition requested an unspecified level of duties be
imposed on importers to offset alleged unfair subsidies provided by the Chinese government (such as the undervaluation of the Chinese
currency, various tax benefits for foreign-invested enterprises, tax and tariff exemptions on imported equipment, and electricity being
provided at artificially low rates).
We produce multilayered wood flooring domestically and import multilayered wood flooring from suppliers in China. We also have a
plant in China that manufactures multilayered wood flooring for export to the U.S. We are specifically mentioned in the AD and CVD
petitions as an importer. Under the U.S. AD and CVD laws, a U.S. importer may be responsible for the payment of any antidumping and
countervailing duties.
In March 2011, the U.S. Department of Commerce announced its preliminary determination of countervailing duties on imports of
engineered wood flooring from China. The preliminary countervailing duty rate applied to shipments from our China plant was 2.25%
of import value, which was also the rate that applied to most of the companies that cooperated in the investigation. As a result, U.S.
Customs began collecting a cash deposit (or bond) on imports of engineered wood flooring from China at these preliminary rates. This
preliminary determination became effective on April 6, 2011.
Subsequent to the preliminary determination, the World Trade Organization (WTO) determined that the U.S. cannot impose on
Chinese producers both countervailing duties and treatment of China as a non-market economy for antidumping purposes. The WTO
decision echoed an earlier decision of the U.S. Court of International Trade (CIT) which raised questions regarding the U.S.
practice. The CIT case was appealed, and on December 19, 2011 the Court of Appeals for the Federal Circuit ruled that countervailing
duties can no longer be applied to non-market economy countries such as China. This decision may still be appealed to the Supreme
Court, or legislation could be introduced to bring back CVD laws to non-market economy cases. At this time, the specific implications
for pending cases such as ours remain unclear.
On May 26, 2011, the Department of Commerce announced its preliminary determination of antidumping duties on imports of
engineered wood flooring from China. Initially, the duty rate on shipments from our China plant was set at 10.88% of import value. This
rate applied to most of the companies that cooperated in the investigation. On June 20, 2011, the Department of Commerce modified its
earlier finding and reduced the rate to 6.78%, retroactive to May 26, 2011. As a result, U.S. Customs began collecting a cash deposit (or
bond) on imports of engineered wood flooring from China at these preliminary rates.
On October 12, 2011, the Department of Commerce announced its final determination for both CVD and AD investigations. The final
rates are 1.5% (CVD) and 3.31% (AD). These rates will be retroactive to the dates of the preliminary determinations, and will be
credited against the preliminary rates. On November 9, 2011, the International Trade Commission found that imports of multilayered
wood flooring from China materially injure, or threaten material injury to, the domestic industry. With this finding, U.S. Customs
finalized the means for collecting the AD and CVD duties. A number of appeals have been filed by several parties challenging various
aspects of the determinations by both the Department of Commerce and the International Trade Commission. Armstrong will participate
in a number of these, and expects some or all of the appeals to be consolidated.
Based on the final rates announced by the Department of Commerce, this matter is not expected to have a material adverse effect on our
results of operations, financial position or cash flows.
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Armstrong World Industries, Inc., and Subsidiaries
Notes to Consolidated Financial Statements
(dollar amounts in millions)
DIVESTITURE DISPUTE
In 2007 we sold Tapijtfabriek H. Desseaux N.V. and its subsidiaries  the principal operating companies in our European Textile and
Sports Flooring business. Certain post completion adjustments specified in the agreement were disputed by the parties after the sale. The
matter was referred to an independent expert for a binding determination. In December 2008 a decision was reached with all disputed
items awarded in our favor, and payment of $8.0 million was received in January 2009. The purchaser filed an appeal to nullify the
independent experts decision, and a hearing was held in May 2010. Following the hearing, the court ruled in our favor on all matters in
this dispute in July 2010.
OTHER CLAIMS
We are involved in various lawsuits, claims, investigations and other legal matters from time to time that arise in the ordinary course of
conducting business, including matters involving our products, intellectual property, relationships with suppliers, distributors,
relationships with competitors, employees and other matters. While complete assurance cannot be given to the outcome of these
proceedings, we do not currently believe that any of these matters, individually or in the aggregate, will have a material adverse effect
on our financial condition, liquidity or results of operations.
NOTE 31. EARNINGS PER SHARE
Earnings per share components may not add due to rounding.
The following table is a reconciliation of net earnings to net earnings attributable to common shares used in our basic and diluted EPS
calculations for the years ended December 31, 2011, 2010, and 2009:
2011

2010

2009

Net earnings
Net earnings allocated to participating non-vested share awards

$112.4
(0.8 )

$11.0


$77.7
(0.4 )

Net earnings attributable to common shares

$111.6

$11.0

$77.3

The following table is a reconciliation of basic shares outstanding to diluted shares outstanding for the years ended December 31, 2011,
2010, and 2009 (shares in millions):
2011

2010

2009

Basic shares outstanding
Dilutive effect of stock option awards

58.3
0.5

57.7
0.5

56.8
0.2

Diluted shares outstanding

58.8

58.2

57.0

Options to purchase 218,765, 259,773 and 1,080,847 shares of common stock were outstanding as of December 31, 2011, 2010 and
2009, respectively, but not included in the computation of diluted earnings per share, because the options were anti-dilutive.
NOTE 32. SPECIAL CASH DIVIDEND
On November 23, 2010 our Board of Directors declared a special cash dividend in the amount of $13.74 per share, or $803.3 million in
the aggregate. The special cash dividend, $798.6 million, was paid on December 10, 2010 to shareholders of record as of December 3,
2010. The unpaid portion of the dividend, $4.4 million as of December 31, 2011, is reflected in other long term liabilities and will be
paid when the underlying employee shares vest. The dividend was funded in part by the proceeds of the term loans remaining after
repayment of previous debt and in part with existing cash.
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Armstrong World Industries, Inc., and Subsidiaries
Notes to Consolidated Financial Statements
(dollar amounts in millions)
NOTE 33. SUBSEQUENT EVENTS
In February 2012, our Board of Directors approved the construction of a mineral fiber ceiling plant in Russia. Total capital spending is
expected to be approximately $100 million. The spending will be incurred through 2015 with the majority of the spending in 2013.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE
Not applicable.
ITEM 9A. CONTROLS AND PROCEDURES
Our management, with the participation of our chief executive officer and our chief financial officer, performed an evaluation of our
disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934 (Exchange
Act)) as of December 31, 2011. Our chief executive officer and our chief financial officer have concluded that our disclosure controls
and procedures were effective insofar as they are designed to provide reasonable assurance that information required to be disclosed by
us in the reports we file or submit under the Exchange Act is (i) recorded, processed, summarized and reported, within the time periods
specified in the Commissions rules and forms, and (ii) accumulated and communicated to our management, including our principal
executive and principal financial officers, or persons performing similar functions, as appropriate to allow timely decisions regarding
required disclosure. We believe that a controls system, no matter how well designed and operated, cannot provide absolute assurance
that the objectives of the controls system are met, and no evaluation of controls can provide absolute assurance that all control issues
and instances of fraud, if any, within a company have been detected.
Except as described below, there have been no changes in our internal control over financial reporting that occurred during the quarter
ended December 31, 2011 that have materially affected or are reasonably likely to materially affect our internal control over financial
reporting.
In an effort to make our IT, finance and accounting functions more efficient, increase related capabilities as well as generate cost
savings, we began to outsource a significant portion of our IT infrastructure and certain finance and accounting functions to separate
third party service providers during the fourth quarter of 2011. In connection with the outsourcing of these functions, the Company
performed significant pre-implementation planning, design and testing. The Company continued its oversight and testing during the
implementation to ensure the effectiveness of internal control over financial reporting.
Managements Report on Internal Control over Financial Reporting and the Report of Independent Registered Public Accounting Firm
are incorporated by reference to Item 8.
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PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
The information required by Item 10 is incorporated by reference to the sections entitled Board of Directors  Director Information,
Board Committees  Audit Committee and Audit Committee Expert, Board CommitteesNominating and Governance Committee,
Code of Ethics, Management and Section 16(a) Beneficial Ownership Reporting Compliance in the Companys proxy statement
for its 2012 annual meeting of shareholders to be filed no later than April 30, 2012.
ITEM 11. EXECUTIVE COMPENSATION
The information required by Item 11 is incorporated by reference to the sections entitled Compensation Discussion and Analysis,
Compensation Committee Report, Summary Compensation Table, Grants of Plan-Based Awards, Outstanding Equity Awards at
Fiscal Year-End, Option Exercises and Stock Vested, Pension Benefits, Nonqualified Deferred Compensation, Potential
Payments Upon Termination or Change in Control, Board of Directors  Boards Role in Risk Management Oversight,
Compensation Committee Interlocks and Insider Participation and Compensation of Directors in the Companys proxy statement
for its 2012 annual meeting of shareholders to be filed no later than April 30, 2012.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS
Except as set forth below, the information required by Item 12 is incorporated by reference to the sections entitled Security Ownership
of Certain Beneficial Owners and Security Ownership of Management in the Companys proxy statement for its 2012 annual
meeting of shareholders to be filed no later than April 30, 2012.
EQUITY COMPENSATION PLAN INFORMATION
This table provides information on Armstrongs equity compensation plans. On June 24, 2011 our shareholders approved an
amendment and restatement of the 2006 Long-Term Incentive Plan, resulting in the 2011 Long-Term Incentive plan. The figures in
column (a) represent stock options to purchase Armstrong Common Shares granted under the Companys 2006 Long-Term Incentive
Plan which are now considered to have been issued under the 2011 Long-Term Incentive plan. The figures in columns (b) and (c) relate
to the same Plan. The Common Shares in column (c) have been adjusted to reflect the Common Shares tendered from share tax
withholding. All figures are as of December 31, 2011 as specified by SEC regulations.

(a) Number of securities to
be issued upon exercise of
outstanding options,
warrants, and rights
Equity compensation plans approved
by security holders
Equity compensation plans not
approved by security holders
Totals

(b) Weightedaverage
exercise price of
outstanding
options,
warrants, and
rights

(c) Number of
securities remaining
available for future
issuance under
equity compensation
plans (excluding
securities reflected
in column (a)

2,024,197

$28.30

3,092,490

0
2,024,197

Not Applicable
$28.30

0
3,092,490
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
The information required by Item 13 is incorporated by reference to the sections entitled Certain Relationships and Related
Transactions and Director Independence in the Companys proxy statement for its 2012 annual meeting of shareholders to be filed
no later than April 30, 2012.
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
The information required by Item 14 is incorporated by reference to the sections entitled Audit Committee Report and Relationship
with Independent Auditors in the Companys proxy statement for its 2012 annual meeting of shareholders to be filed no later than
April 30, 2012.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a)

Listing of Documents

1.

The financial statements and schedule of Armstrong World Industries, Inc. filed as a part of this 2011 Annual
Report on Form 10-K is listed in the Index to Financial Statements and Schedules on Page 37.

2.

The financial statements required to be filed pursuant to Item 15 of Form 10-K are:
Worthington Armstrong Venture consolidated financial statements for the years ended December 31, 2011, 2010,
and 2009 (filed herewith as Exhibit 99.1).

3.

The following exhibits are filed as part of this 2011 Annual Report on Form 10-K:

Exhibit No.

Description

2

Armstrong World Industries, Inc.s Fourth Amended Plan of Reorganization dated May 23, 2003 (as modified by
modifications filed with the Bankruptcy Court on October 17, 2003, November 10, 2003, December 3, 2004 and
February 21, 2006) is incorporated by reference from the 2005 Annual Report on Form 10-K, filed on February
24, 2006, wherein it appeared as Exhibit 2.3.

3.1

Amended and Restated Certificate of Incorporation of Armstrong World Industries, Inc. is incorporated by
reference from the Current Report on Form 8-K filed on October 2, 2006, wherein it appeared as Exhibit 3.1.

3.2

Bylaws of Armstrong World Industries, Inc. as amended, are incorporated by reference from the Current Report
on Form 8-K filed on August 6, 2010, wherein they appeared as Exhibit 3.1.

10.1

Amended and Restated Credit Agreement dated as of November 23, 2010, among the company, the other
borrower and guarantors named therein, Bank of America, N.A., as administrative agent and collateral agent, the
other lenders party thereto, JP Morgan Chase Bank, N.A., as syndication agent, Barclays Bank PLC, as
documentation agent, and Merrill Lynch, Pierce, Fenner & Smith Incorporated, J.P. Morgan Securities, Inc. and
Barclays Capital, the investment banking division of Barclays Bank, PLC, as co-lead arrangers and joint book
makers, is incorporated by reference from the Current Report on Form 8-K filed on November 24, 2010, wherein
it appeared as Exhibit 10.1.

10.2

Amendment No. 1 dated as March 10, 2011 among the Company, the other borrower and the guarantors named
therein and Bank of America, N.A., as administrative agent, is incorporated by reference from the Current Report
on Form 8-K filed on March 11, 2011, wherein it appeared as Exhibit 10.1.

10.3

Amended and Restated Security Agreement dated as of November 23, 2010, by and among the Company, the
grantors named therein and Bank of America, N.A., as collateral agent, is incorporated by reference from the
Current Report on Form 8-K filed on November 24, 2010, wherein it appeared as Exhibit 10.2.

10.4

Amended and Restated Pledge Agreement dated as of November 23, 2010, by and among the Company, the
pledgors named therein and Bank of America, N.A., as collateral agent, is incorporated by reference from the
Current Report on Form 8-K filed on November 24, 2010, wherein it appeared as Exhibit 10.3.
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10.5

Amended and Restated Canadian Pledge Agreement dated as of November 23, 2010, by and among the Company and Bank of
America, N.A., as collateral agent, incorporated by reference from the Current Report on Form 8-K filed on November 24,
2010, wherein it appeared as Exhibit 10.4.

10.6

Equitable Mortgage of Shares dated February 12, 2007, between the Company and Bank of America, N.A., as administrative
agent and collateral agent, is incorporated by reference on from the Current Report on Form 8-K filed on November 24, 2010,
wherein it appeared as Exhibit 10.5.

10.7

Receivables Purchase Agreement dated as of December 10, 2010, by and among the Company, as initial servicer and
collection agent, Armstrong Receivables Company LLC, as seller, Atlantic Asset Securitization LLC, as conduit purchaser,
and Credit Agricole Corporate and Investment Bank, as administrative agent, an issuer of letters of credit and related
committed purchaser, is incorporated by reference from the Current Report on Form 8-K filed on December 14, 2010, wherein
it appeared as Exhibit 10.1.

10.8

Purchase and Sale Agreement dated as of December 10, 2010, by and among the Company, as originator and as initial
servicer, Armstrong Hardwood Flooring Company, as originator, and Armstrong Receivables Company LLC, is incorporated
by reference from the Current Report on Form 8-K filed on December 14, 2010, wherein it appeared as Exhibit 10.2.

10.9

Omnibus Amendment to Receivables Purchase Agreement and Purchase and Sale Agreement dated as of August 1, 2011, by
and among the Company, Armstrong Receivables Company LLC, Armstrong Hardwood Flooring Company, Atlantic Asset
Securitization LLC, and Credit Agricole Corporate and Investment Bank.

10.10

Second Omnibus Amendment to Receivables Purchase Agreement and Purchase and Sale Agreement dated as of December
21, 2011, by and among the Company, Armstrong Receivables Company LLC, as seller, Armstrong Hardwood Flooring
Company, as originator, Atlantic Asset Securitization LLC, as resigning conduit purchaser, Credit Agricole Corporate and
Investment Bank, as resigning administrative agent, resigning related committed purchaser and resigning LC bank, The Bank
of Nova Scotia, as successor administrative agent, successor related committed purchaser and successor LC bank, and Liberty
Street Funding LLC, as successor conduit purchaser.

10.11

Armstrong World Industries, Inc. Asbestos Personal Injury Settlement Trust Agreement dated as of October 2, 2006, by and
among Armstrong World Industries, Inc. and trustees, is incorporated by reference from the Current Report on Form 8-K filed
on October 2, 2006, wherein it appeared as Exhibit 10.2.

10.12

Stockholder and Registration Rights Agreement, dated as of October 2, 2006, by and between Armstrong World Industries,
Inc. and the Armstrong World Industries, Inc. Asbestos Personal Injury Settlement Trust is incorporated by reference from the
Current Report on Form 8-K filed on October 2, 2006, wherein it appeared as Exhibit 10.3.

10.13

Stipulation and Agreement with Respect to Claims of Armstrong Holdings, Inc. and Armstrong Worldwide, Inc.; and Motion
for Order Approving Stipulation and Agreement are incorporated by reference from the Current Report on Form 8-K filed on
February 27, 2007, wherein they appeared as Exhibits 99.2 and 99.3, respectively.
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10.14

Non-Disclosure Agreement, dated July 30, 2009, between Armstrong World Industries, Inc. and TPG Capital, L.P. is
incorporated by reference from the Schedule 13D filed by TPG Advisors VI, Inc., TPG Advisors V, Inc., David Bonderman
and James G. Coulter on August 11, 2009, wherein it appeared as Exhibit 3.

10.15

Undertaking Letter from TPG Capital L.P., dated August 10, 2009, to Armstrong World Industries, Inc. is incorporated by
reference from the Schedule 14D-9 filed by Armstrong World Industries, Inc. on September 15, 2009, wherein it appeared as
Exhibit (e)(4).

10.16

Management Achievement Plan for Key Executives, effective as of November 28, 1983, as amended April 30, 2007,
December 8, 2008, and June 24, 2011, is incorporated by reference to Armstrong World Industries, Inc.s definitive proxy
statement on Schedule 14A for the Armstrong World Industries, Inc. 2011 Annual Meeting of Shareholders held on June 24,
2011, filed on April 28, 2011, wherein it appeared as Exhibit B.*

10.17

2006 Long-Term Incentive Plan, as amended February 23, 2009, is incorporated by reference from the 2008 Annual Report on
Form 10-K, filed on February 26, 2009, wherein it appeared as Exhibit 10.13.*

10.18

Form of Stock Option Agreement under 2006 Long-Term Incentive Plan is incorporated by reference from the Current Report
on Form 8-K filed on October 2, 2006, wherein it appeared as Exhibit 10.5.*

10.19

Form of Restricted Stock Award Agreement under 2006 Long-Term Incentive Plan is incorporated by reference from the
Current Report on Form 8-K filed on October 2, 2006, wherein it appeared as Exhibit 10.6.*

10.20

Form of restricted stock and/or option award under 2006 Long-Term Incentive Plan notice of is incorporated by reference
from the Current Report on Form 8-K filed on October 2, 2006, wherein it appeared as Exhibit 10.7.*

10.21

Form of restricted stock award under the 2006 Long-Term Incentive Plan is incorporated by reference from the 2007 Annual
Report on Form 10-K, filed on February 29, 2008, wherein it appeared as Exhibit 10.35.*

10.22

Form of stock option award under the 2006 Long-Term Incentive Plan is incorporated by reference from the Quarterly Report
on Form 10-Q for the quarter ended March 31, 2008, filed on May 1, 2008, wherein it appeared as Exhibit 10.37.*

10.23

Stock option award under the 2006 Long-Term Incentive Plan to Thomas B. Mangas is incorporated by reference from the
Current Report on Form 8-K filed on April 6, 2010, wherein it appeared as Exhibit 10.1.*

10.24

Form of stock option award under the 2006 Long-Term Incentive Plan used in connection with awards to Messrs. McNamara
and Ready is incorporated by reference from the Current Report on Form 8-K filed on April 6, 2010, wherein it appeared as
Exhibit 10.2.*

10.25

Stock option and performance restricted stock unit awards under the 2006 Long-Term Incentive Plan to Donald R. Maier dated
September 7, 2010.*

10.26

Form of stock option and restricted stock unit award under the 2006 Long-Term Incentive Plan used in connection with
awards to Messrs. Kane and Grizzle in connection with new hire grants.*
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10.27

Forms of stock option and performance restricted stock unit awards under the 2006 Long-Term Incentive Plan used in
connection with March 2011 grants to officers (except Donald R. Maier) and new hire grant for Mark A. Hershey.*

10.28

2011 Long-Term Incentive Plan, effective as of June 24, 2011, is incorporated by reference to Armstrong World Industries,
Inc.s definitive proxy statement on Schedule 14A for the Armstrong World Industries, Inc 2011 Annual Meeting of
Shareholders held on June 24, 2011 filed on April 28, 2011, wherein it appeared as Exhibit A.*

10.29

Nonqualified Deferred Compensation Plan effective January 2005, as amended July 23, 2010, is incorporated by reference
from the 2010 Annual Report on Form 10-K, filed on February 28, 2011, wherein in appeared as Exhibit 10.4.*

10.30

Bonus Replacement Retirement Plan, effective as of January 1, 1998, as amended January 1, 2007, is incorporated by
reference from the 2007 Annual Report on Form 10-K, filed on February 29, 2008, wherein it appeared as Exhibit 10.9.*

10.31

Retirement Benefit Equity Plan, effective January 1, 2005, as amended October 29, 2007 and December 8, 2008, is
incorporated by reference from the 2008 Annual Report on Form 10-K, filed on February 26, 2009, wherein it appeared as
Exhibit 10.2.*

10.32

2006 Phantom Stock Unit Plan, as amended December 8, 2008, is incorporated by reference from the 2008 Annual Report on
Form 10-K, filed on February 26, 2009, wherein it appeared as Exhibit 10.18.*

10.33

2006 Phantom Stock Unit Agreement is incorporated by reference from the Current Report on Form 8-K filed on October 26,
2006, wherein it appeared as Exhibit 10.3. A Schedule of Participating Directors is incorporated by reference from the 2006
Annual Report on Form 10-K, filed on March 30, 2007, wherein it appeared as Exhibit 10.36.*

10.34

2007 Award under the 2006 Phantom Stock Unit Agreement and the Schedule of Participating Directors are incorporated by
reference from the Current Report on Form 8-K filed on October 23, 2007, wherein they appeared as Exhibits 10.1 and 10.2,
respectively. *

10.35

Schedule of Armstrong World Industries, Inc. Nonemployee Directors Compensation Summary is incorporated by reference
from the Quarterly Report on Form 10-Q for the quarter ended June 30, 2010, filed on August 6, 2010, wherein it appeared as
Exhibit 10.5.*

10.36

Schedule of Armstrong World Industries, Inc. Nonemployee Directors Compensation Summary is incorporated by reference
from the Current Report on Form 8-K filed on June 13, 2011, wherein it appeared as Exhibit 99.1.*

10.37

The 2008 Directors Stock Unit Plan, as amended December 8, 2008, November 30, 2010 and June 24, 2011 is incorporated by
reference to the Current Report on Form 8-K filed on June 13, 2011, wherein it appeared as Exhibit 99.2.*

10.38

Form of 2009 Award under the 2008 Director Stock Unit Plan is incorporated by reference from the Quarterly Report on Form
10-Q for the quarter ended September 30, 2009, filed on October 28, 2009, wherein it appeared as Exhibit 10.27. A schedule
of Participating Directors to the 2009 Award under the 2009 Directors Stock Unit Plan is incorporated by reference from the
Quarterly Report on Form 10-Q for the quarter ended September 30, 2009, filed on October 28, 2009, wherein it appeared as
Exhibit 10.28*
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10.39

Form of 2010 Award under the 2008 Directors Stock Unit Plan is incorporated by reference from the Quarterly Report on
Form 10-Q for the quarter ended September 30, 2009, filed on October 28, 2009, wherein appeared as Exhibit 10.27. A
schedule of Participating Directors to the 2010 Award under the 2008 Directors Stock Unit Plan is incorporated by reference
from the 2010 Annual Report on Form 10-K, filed on February 28, 2011, wherein it appeared as Exhibit 10.37.*

10.40

Form of 2011 Award under the 2008 Directors Stock Unit Plan and schedule of Participating Directors to the 2011 Award.*

10.41

Employment Agreement with Matthew J. Espe dated June 24, 2010 is incorporated by reference from the Current Report filed
on Form 8-K filed on June 25, 2010, wherein it appeared as Exhibit 10.1.*

10.42

Offer Letter to Thomas B. Mangas dated December 23, 2009, is incorporated by reference from the Current Report on Form
8-K filed on January 8, 2010, wherein it appeared as Exhibit 99.2.*

10.43

Letter to Frank J. Ready dated January 8, 2010, incorporated by reference from the 2009 Annual Report on Form 10-K, filed
on February 26, 2010, wherein it appeared as Exhibit 10.32.*

10.44

Offer Letter to Victor D. Grizzle dated January 4, 2011, is incorporated by reference from the Current Report on Form 8-K
filed on January 10, 2011, wherein it appeared as Exhibit 99.2.*

10.45

Offer Letter to Thomas M. Kane dated August 14, 2010.*

10.46

Offer Letter to Mark A. Hershey dated April 21, 2011, is incorporated by reference from the Current Report on Form 8-K filed
on April 27, 2011, wherein it appeared as Exhibit 99.1.*

10.47

Change in control agreement with Matthew J. Espe dated June 24, 2010 is incorporated by reference from the Current Report
on Form 8-K filed on June 25, 2010, wherein it appeared as Exhibit 10.2.*

10.48

Form of change in control agreement with Victor D. Grizzle, Mark A. Hershey, Thomas M. Kane, Donald R. Maier, Thomas
B. Mangas, and Stephen F. McNamara is incorporated by reference from the Current Report on Form 8-K filed on July 6,
2010, wherein it appeared as Exhibit 10.1.*

10.49

Form of Indemnification Agreement for Officers and Directors of Armstrong World Industries, Inc. is incorporated by
reference from the Report on Form 8-K filed on June 4, 2010, wherein it appeared as Exhibit 10.1. A Schedule of Participating
Officers and Directors is filed with this Report as Exhibit 10.50.

10.50

Separation Agreement with Jeffrey D. Nickel, dated as of April 7, 2011, is incorporated by reference from the Current Report
on Form 8-K filed on April 7, 2011, wherein it appeared as Exhibit 10.1.

11

Computation of Earnings Per Share.

12

Computation of Ratio of Earnings to Fixed Charges.
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14

The Armstrong Code of Business Conduct, revised as of July 29, 2011, is incorporated by reference from the Current Report on
Form 8-K filed on August 1, 2011, wherein it appeared as Exhibit 14.1.

21

Armstrong World Industries, Inc.s Subsidiaries.

23.1

Consent of Independent Registered Public Accounting Firm.

23.2

Consent of Independent Auditors.

31.1

Certification of Chief Executive Officer required by Rule 13a-15(e) or 15d-15(e) of the Securities Exchange Act.

31.2

Certification of Chief Financial Officer required by Rule 13a-15(e) or 15d-15(e) of the Securities Exchange Act.

32.1

Certification of Chief Executive Officer required by Rule 13a and 18 U.S.C. Section 1350 (furnished herewith).

32.2

Certification of Chief Financial Officer required by Rule 13a and 18 U.S.C. Section 1350 (furnished herewith).

99.1

Worthington Armstrong Venture consolidated financial statements as of December 31, 2010 and 2011 and for the years ended
December 31, 2009, 2010 and 2011.

99.2

Shareholders Agreement, dated as of August 28, 2009, by and among Armor TPG Holdings LLC and Armstrong World
Industries, Inc. Asbestos Personal Injury Settlement Trust (incorporated by reference to Exhibit (d)(3) of the Schedule TO filed
on September 3, 2009, by TPG Advisors VI, Inc., Armor TPG Holdings LLC and others with respect to Armstrong World
Industries, Inc.).

101

Interactive Data Files

*


Management Contract or Compensatory Plan.
Filed herewith.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) 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.
ARMSTRONG WORLD INDUSTRIES, INC.
(Registrant)
By: /s/ Matthew J. Espe
Chief Executive Officer and President
Date: February 27, 2012
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this Report has been signed below by the following
persons on behalf of the registrant Armstrong and in the capacities and on the dates indicated.
Directors and Principal Officers of the registrant AWI:
Name

Title

Matthew J. Espe

Chief Executive Officer and President
(Principal Executive Officer)

Thomas B. Mangas

Senior Vice President and Chief Financial Officer
(Principal Financial Officer)

Stephen F. McNamara

Vice President and Controller
(Principal Accounting Officer)

Stanley A. Askren

Director

David Bonderman

Director

Kevin R. Burns

Director

James J. Gaffney

Director

Tao Huang

Director

Michael F. Johnston

Director

Larry S. McWilliams

Director

James C. Melville

Director

James J. OConnor

Director

John J. Roberts

Director

Richard E. Wenz

Director

By: /s/ Matthew J. Espe
(Matthew J. Espe)
As of February 27, 2012
By: /s/ Thomas B. Mangas
(Thomas B. Mangas)
As of February 27, 2012
By: /s/ Stephen F. McNamara
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(Stephen F. McNamara)
As of February 27, 2012
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SCHEDULE II
Armstrong World Industries, Inc., and Subsidiaries
Valuation and Qualifying Reserves of Accounts Receivable
(dollar amounts in millions)
2011

2010

2009

$10.5
7.3
(8.0 )
(0.5 )

$10.8
7.8
(8.1 )


Provision for Losses
Balance at beginning of year
Additions charged to earnings
Deductions
Divestitures

$9.3
6.7
(7.7
0.2

Balance at end of year

$8.5

$9.3

$10.5

Provision for Discounts and Warranties
Balance at beginning of year
Additions charged to earnings
Deductions

$33.8
168.0
(169.9)

$37.8
171.2
(175.2)

$43.7
182.0
(187.9)

Balance at end of year

$31.9

$33.8

$37.8
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)

Exhibit No. 10.09
EXECUTION VERSION
OMNIBUS AMENDMENT AGREEMENT
Dated as of August 1, 2011
by and among
ARMSTRONG RECEIVABLES COMPANY LLC
as Seller,
ARMSTRONG WORLD INDUSTRIES, INC.,
as Servicer,
ARMSTRONG HARDWOOD FLOORING COMPANY,
as Originator
ATLANTIC ASSET SECURITIZATION LLC,
as Conduit Purchaser,
and
CRÉDIT AGRICOLE CORPORATE AND INVESTMENT BANK,
as Administrative Agent,
Related Committed Purchaser and LC Bank
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This OMNIBUS AMENDMENT AGREEMENT (this Agreement), dated as of August 1, 2011 (the Amendment Effective
Date), is by and among Armstrong Receivables Company LLC, a Delaware limited liability company (the Company), Armstrong
World Industries, Inc., a Pennsylvania corporation (Armstrong), Armstrong Hardwood Flooring Company, a Tennessee corporation
(AHFC), Atlantic Asset Securitization LLC, a Delaware limited liability company (Atlantic), and Crédit Agricole Corporate and
Investment Bank, a French banking corporation, duly licensed under the laws of the State of New York (Crédit Agricole).
Reference is hereby made to (i) that certain Purchase and Sale Agreement, dated as of December 10, 2010 (as amended or
otherwise modified, the Purchase and Sale Agreement), among Armstrong and AHFC, as Originators, Armstrong, as Servicer, and the
Company; and (ii) that certain Receivables Purchase Agreement, dated as of December 10, 2010 (as amended or otherwise modified,
the Receivables Purchase Agreement), among the Company, as Seller, Armstrong, as Servicer, Atlantic, as Conduit Purchaser, and
Crédit Agricole, as Administrative Agent, Related Committed Purchaser and LC Bank.
RECITALS
WHEREAS, the parties hereto wish to amend the Purchase and Sale Agreement and the Receivables Purchase Agreement, as
herein set forth;
NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
parties agree as follows:
ARTICLE I
DEFINED TERMS
SECTION 1.1 Capitalized terms used herein and not otherwise defined shall have the meaning set forth in the Receivables
Purchase Agreement.
ARTICLE II
AMENDMENTS TO THE RECEIVABLES PURCHASE AGREEMENT
SECTION 2.1 Amendments to the Receivables Purchase Agreement.
(a) Section 1.4(g) of the Receivables Purchase Agreement is hereby amended in its entirety to read as follows:
If on any day the LC Collateral Amount exceeds the sum of the LC Participation Amount and the amount of any outstanding
Participation Advances (including any Discount accrued thereon) (the LC Obligations), the Administrative Agent shall, on the
written request of the Seller and (or the Servicer at the direction of the Seller) (which request shall set forth the LC Collateral
Amount and the amount of the LC Obligations), on the next Settlement Date transfer to the Servicer funds on deposit in the LC
Collateral Account up to an amount necessary to reduce the LC Collateral Amount to equal the LC Obligations, and the Servicer
shall allocate such funds pursuant to Section 1.4(d) on such Settlement Date as Collections hereunder.
RPA Amendment
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ARTICLE III
CONDITIONS TO EFFECTIVENESS
SECTION 3.1 Amendment Effective Date. (a) This Agreement and the provisions contained herein shall become effective as of
the date hereof, provided that Crédit Agricole shall have, in form and substance satisfactory to it, received an original counterpart
(or counterparts) of this Agreement executed by each of the parties hereto.
(b) Atlantic and Crédit Agricole constitute the sole Purchasers in existence and Crédit Agricoles Commitments constitute 100%
of the aggregate Commitments of all Purchasers, in each case as of the date hereof.
ARTICLE IV
NOTICE, CONFIRMATION, ACKNOWLEDGEMENT,
RELEASE AND REPRESENTATIONS AND WARRANTIES
SECTION 4.1 Notice. Each party hereto hereby acknowledges timely notice of the execution of this Agreement and of the
transactions and amendments contemplated hereby. Each party hereto hereby waives any notice requirement contained in the
Transaction Documents with respect to the execution of this Agreement, and the effectuation of the amendments contained herein.
SECTION 4.2 Confirmation of the Transaction Documents. The parties hereto each hereby acknowledge and agree that, except as
herein expressly amended, the Receivables Purchase Agreement and each other Transaction Document are each ratified and confirmed
in all respects and shall remain in full force and effect in accordance with their respective terms.
SECTION 4.3 Representations and Warranties. By its signature hereto, the Seller and the Servicer each hereby represents and
warrants that, before and after giving effect to this Agreement, as follows:
(a) Its representations and warranties set forth in the Transaction Documents (as amended hereby) are correct on and as of the
date hereof, as though made on and as of such date, except for representations and warranties which apply to an earlier date (in
which case such representations and warranties shall be true and correct as of such earlier day), and except for matters that have
been disclosed to Crédit Agricole in writing; and
(b) No Termination Event (as defined in the Receivables Purchase Agreement) has occurred and is continuing.
ARTICLE V
MISCELLANEOUS
SECTION 5.1 GOVERNING LAW. THIS AGREEMENT SHALL BE DEEMED TO BE A CONTRACT MADE UNDER AND
GOVERNED BY THE LAWS OF THE STATE OF NEW YORK WITHOUT REGARD TO ANY OTHERWISE APPLICABLE
CONFLICTS OF LAW PRINCIPLES (OTHER THAN SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS LAW
OF THE STATE OF NEW YORK) EXCEPT TO THE EXTENT THAT
2
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THE VALIDITY OR PERFECTION OF A SECURITY INTEREST OR REMEDIES HEREUNDER, IN RESPECT OF ANY
PARTICULAR COLLATERAL ARE GOVERNED BY THE LAWS OF A JURISDICTION OTHER THAN THE STATE OF NEW
YORK.
SECTION 5.2 Execution in Counterparts. This Agreement may be executed in any number of counterparts, each of which, when
so executed, shall be deemed to be an original, and all of which, when taken together, shall constitute one and the same agreement.
SECTION 5.3 WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO WAIVES THEIR RESPECTIVE RIGHTS TO A
TRIAL BY JURY OF ANY CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING OUT OF OR RELATED TO THIS
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY IN ANY ACTION, PROCEEDING OR OTHER
LITIGATION OF ANY TYPE BROUGHT BY ANY OF THE PARTIES AGAINST ANY OTHER PARTY OR PARTIES, WHETHER
WITH RESPECT TO CONTRACT CLAIMS, TORT CLAIMS OR OTHERWISE. EACH OF THE PARTIES HERETO AGREES
THAT ANY SUCH CLAIM OR CAUSE OF ACTION SHALL BE TRIED BY A COURT TRIAL WITHOUT A JURY. WITHOUT
LIMITING THE FOREGOING, EACH OF THE PARTIES HERETO FURTHER AGREES THAT ITS RESPECTIVE RIGHT TO A
TRIAL BY JURY IS WAIVED BY OPERATION OF THIS SECTION AS TO ANY ACTION, COUNTERCLAIM OR OTHER
PROCEEDING THAT SEEKS, IN WHOLE OR IN PART, TO CHALLENGE THE VALIDITY OR ENFORCEABILITY OF THIS
AGREEMENT OR ANY PROVISION HEREOF. THIS WAIVER SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS,
RENEWALS, SUPPLEMENTS OR MODIFICATIONS TO THIS AGREEMENT.
SECTION 5.4 Entire Agreement. This Agreement, the Receivables Purchase Agreement, as amended by this Agreement, and the
other Transaction Documents, embody the entire agreement and understanding of the parties hereto and supersede any and all prior
agreements, arrangements and understandings relating to the matters provided for herein.
SECTION 5.5 Headings. The captions and headings of this Agreement are for convenience of reference only and shall not affect
the interpretation hereof or thereof.
SECTION 5.6 Severability. If any provision of this Agreement, or the application thereof to any party or any circumstance, is held
to be unenforceable, invalid or illegal (in whole or in part) for any reason (in any jurisdiction), the remaining terms of this Agreement,
modified by the deletion of the unenforceable, invalid or illegal portion (in any relevant jurisdiction), will continue in full force and
effect, and such unenforceability, invalidity or illegality will not otherwise affect the enforceability, validity or legality of the remaining
terms of this Agreement so long as this Agreement, as so modified, continues to express, without material change, the original
intentions of the parties as to the subject matter hereof and the deletion of such portion of this Agreement will not substantially impair
the respective expectations of the parties or the practical realization of the benefits that would otherwise be conferred upon the parties.
SECTION 5.7 SUBMISSION TO JURISDICTION. ANY LEGAL ACTION OR PROCEEDING WITH RESPECT TO THIS
AGREEMENT MAY BE BROUGHT IN THE COURTS OF THE STATE OF NEW YORK LOCATED IN THE BOROUGH OF
3
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MANHATTAN IN THE CITY OF NEW YORK OR OF THE UNITED STATES FOR THE SOUTHERN DISTRICT OF NEW YORK;
AND, BY EXECUTION AND DELIVERY OF THIS AGREEMENT, EACH OF THE PARTIES HERETO CONSENTS, FOR ITSELF
AND IN RESPECT OF ITS PROPERTY, TO THE NON-EXCLUSIVE JURISDICTION OF THOSE COURTS. EACH OF THE
PARTIES HERETO IRREVOCABLY WAIVES, TO THE MAXIMUM EXTENT PERMITTED BY LAW, ANY OBJECTION,
INCLUDING ANY OBJECTION TO THE LAYING OF VENUE OR BASED ON THE GROUNDS OF FORUM NON
CONVENIENS, THAT IT MAY NOW OR HEREAFTER HAVE TO THE BRINGING OF ANY ACTION OR PROCEEDING IN
SUCH JURISDICTION IN RESPECT OF THIS AGREEMENT OR ANY DOCUMENT RELATED HERETO. EACH OF THE
PARTIES HERETO WAIVES PERSONAL SERVICE OF ANY SUMMONS, COMPLAINT OR OTHER PROCESS, WHICH
SERVICE MAY BE MADE BY ANY OTHER MEANS PERMITTED BY NEW YORK LAW.
4
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed by their respective officers thereunto duly
authorized, as of the date first above written.
ARMSTRONG RECEIVABLES COMPANY LLC,
as Seller
By:
Name: Mark A. Telymonde
Title: Assistant Treasurer
Address:
c/o Armstrong World Industries, Inc.
2500 Columbia Avenue
Lancaster, PA 17603
Attention: Mark A. Telymonde
Facsimile: (717) 396-3306
ARMSTRONG WORLD INDUSTRIES, INC.,
individually, as Originator and as Servicer
By:
Name: Thomas J. Waters
Title: Vice-President and Treasurer
Address:
2500 Columbia Avenue
Lancaster, PA 17603
Attention: Mark A. Telymonde
Facsimile: (717) 396-3306
S-1
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ARMSTRONG HARDWOOD FLOORING COMPANY,
as an Originator
By:
Name:
Title:

Thomas J. Waters
Treasurer
Address: c/o Armstrong World Industries, Inc.
2500 Columbia Avenue
Lancaster, PA 17603
Attention: Mark A. Telymonde
Facsimile: (717) 396-3306

S-2
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ATLANTIC ASSET SECURITIZATION LLC,
as Conduit Purchaser
By:
Name:
Title:

By:
Name:
Title:
Address:
c/o Crédit Agricole Corporate and Investment
Bank, as Administrative Agent
1301 Avenue of the Americas
New York, NY 10019
Attention: Tina Kourmpetis
Telephone: (212) 261-7814
Facsimile: (917) 849-5584
S-3
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CRÉDIT AGRICOLE CORPORATE AND
INVESTMENT BANK,
as Administrative Agent
By:
Name:
Title:
By:
Name:
Title:
Address:
1301 Avenue of the Americas
New York, NY 10019
Attention: Tina Kourmpetis
Telephone: (212) 261-7814
Facsimile: (917) 849-5584
S-4
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CRÉDIT AGRICOLE CORPORATE AND
INVESTMENT BANK,
as a Related Committed Purchaser for Atlantic
Asset Securitization LLC and LC Bank
By:
Name:
Title:
By:
Name:
Title:
Address:
1301 Avenue of the Americas
New York, NY 10019
Attention: Tina Kourmpetis
Telephone: (212) 261-7814
Facsimile: (917) 849-5584
S-5
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Exhibit No. 10.10
EXECUTION VERSION

SECOND OMNIBUS AMENDMENT
TO RECEIVABLES PURCHASE AGREEMENT
AND PURCHASE AND SALE AGREEMENT
THIS SECOND OMNIBUS AMENDMENT TO RECEIVABLES PURCHASE AGREEMENT AND PURCHASE AND
SALE AGREEMENT (this Amendment), dated as of December 21, 2011, is entered into by and among ARMSTRONG
RECEIVABLES COMPANY, LLC, a Delaware limited liability company (the Seller), ARMSTRONG WORLD INDUSTRIES, INC.,
a Pennsylvania corporation (the Company), individually and as Servicer (Armstrong), ARMSTRONG HARDWOOD FLOORING
COMPANY, a Tennessee corporation ((AHFC), and, together with Armstrong, the Originators, and each an Originator),
CRÉDIT AGRICOLE CORPORATE AND INVESTMENT BANK, as resigning Administrative Agent, resigning Related Committed
Purchaser and resigning LC Bank (Crédit Agricole, or, as applicable, the Resigning Administrative Agent, the Resigning Related
Committed Purchaser, or the Resigning LC Bank), THE BANK OF NOVA SCOTIA, as successor Administrative Agent, successor
Related Committed Purchaser and successor LC Bank (Scotiabank, or, as applicable, the Successor Administrative Agent, the
Successor Related Committed Purchaser or the Successor LC Bank), ATLANTIC ASSET SECURITIZATION, LLC, a Delaware
limited liability company, as resigning Conduit Purchaser (the Resigning Conduit Purchaser) and LIBERTY STREET FUNDING
LLC, a Delaware limited liability company, as successor Conduit Purchaser (the Successor Conduit Purchaser).
Capitalized terms used herein without definition shall have the meanings ascribed thereto in the Receivables Purchase
Agreement (defined below), or, if not defined therein, in the Purchase and Sale Agreement (defined below).
BACKGROUND RECITALS
A. The Seller, the Servicer and the Originators are party to that certain Purchase and Sale Agreement dated as of
December 10, 2010, as amended by that certain Omnibus Amendment dated as of August 1, 2011 (as amended, restated, supplemented
or otherwise modified prior to the date hereof, the Purchase and Sale Agreement);
B. The Seller, the Servicer, the Resigning Conduit Purchaser and Crédit Agricole are party to that certain Receivables
Purchase Agreement dated as of December 10, 2010, as amended by that certain Omnibus Amendment dated as of August 1, 2011
(as amended, restated, supplemented or otherwise modified prior to the date hereof, the Receivables Purchase Agreement and,
together with the Purchase and Sale Agreement, the Facility Documents);
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C. Crédit Agricole desires to resign from its roles as Administrative Agent, Related Committed Purchaser and LC Bank
under the Receivables Purchase Agreement and to assign all of its rights and obligations under the Receivables Purchase Agreement and
the Transaction Documents to the Successor Administrative Agent, the Successor Related Committed Purchaser and the Successor LC
Bank;
D. The Resigning Conduit Purchaser desires to resign from its role as Conduit Purchaser under the Receivables Purchase
Agreement and to assign all of its rights and obligations under the Receivables Purchase Agreement and the Transaction Documents to
the Successor Conduit Purchaser.
E. Pursuant to Section 10.1 of the Purchase and Sale Agreement and Section 6.1 of the Receivables Purchase Agreement, the
parties hereto have agreed to amend the Facility Documents as described herein;
NOW, THEREFORE, in consideration of the premises set forth above, and for other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the parties hereby agree as follows:
SECTION 1. Assignment and Acceptance.
(a) Crédit Agricole hereby resigns as Administrative Agent, Related Committed Purchaser and LC Bank under the
Transaction Documents and in connection with that resignation assigns to Scotiabank, as the Successor Administrative Agent,
Successor Related Committed Purchaser and the Successor LC Bank, without recourse and without representation or warranty, and
Scotiabank hereby accepts and assumes from Crédit Agricole, all of Crédit Agricoles rights and obligations as Administrative
Agent, Related Committed Purchaser and LC bank under the Transaction Documents; provided, however, that Crédit Agricole
shall retain its rights with respect to (i) the Letters of Credit Numbers 108437003, 108437006, and 119237028, each issued by
Crédit Agricole for the account of the Seller pursuant to the Receivables Purchase Agreement, and (ii) the accounts related thereto
and described in a Letter of Credit Application; and provided further, that nothing in this Amendment shall be read to make
Scotiabank liable for the acts or omissions, if any, of Crédit Agricole prior to the date hereof;
(b) The Resigning Conduit Purchaser hereby resigns as the Conduit Purchaser under the Receivables Purchase Agreement
and in connection with that resignation assigns to the Successor Conduit Purchaser, without recourse and without representation or
warranty, and the Successor Conduit Purchaser hereby accepts and assumes from the Resigning Conduit Purchaser, all of its rights
and obligations as Conduit Purchaser under the Receivables Purchase Agreement; provided, that nothing in this Amendment shall
be read to make the Successor Conduit Purchaser liable for the acts or omissions, if any, of the Resigning Conduit Purchaser prior
to the date hereof;
(c) Following the assignments set forth in Sections 1(a) and (b) above, (i) Crédit Agricole will no longer have rights or
obligations as the Administrative Agent, Related Committed Purchaser and LC Bank and (ii) Atlantic will no longer have rights or
2
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obligations of a Conduit Purchaser under the Receivables Purchase Agreement. From and after the date hereof, such parties will no
longer be party to the Transaction Documents;
(d) The Resigning Administrative Agent hereby authorizes the Successor Administrative Agent to file such UCC-3
Amendments as are necessary or desirable to show the transfer to Scotiabank of all security interests in favor of Crédit Agricole
Corporate and Investment Bank under the Transaction Documents.
SECTION 2. Effect of Assignment Agreements. From and after the date hereof, following the execution and delivery of this
Amendment, the Commitments of the Successor Conduit Purchaser and the Successor Related Committed Purchaser will be as set forth
on Schedule VI to the Receivables Purchase Agreement, as amended by this Amendment;
SECTION 3. Amendment to Facility Documents. As of the date hereof, subject to the satisfaction of the condition precedent set
forth in Section 6 hereof:
(a) the Purchase and Sale Agreement is hereby amended to incorporate the changes shown on the marked pages attached
hereto in Annex A; and
(b) the Receivables Purchase Agreement is hereby amended to incorporate the changes shown on the marked pages attached
hereto in Annex B.
SECTION 4. Amendment to L/C and Company Notes. As of the date hereof, (a) the L/C Notes dated December 10, 2010 issued
by the Seller in favor of each Originator are hereby amended to incorporate the changes shown on the marked pages attached as Annex
C hereto, and (b) the Company Notes dated December 10, 2010 issued by the Seller in favor of each Originator are hereby amended to
incorporate the changes shown on the marked pages attached as Annex D hereto.
SECTION 5. Representations and Warranties. Each of the Seller, the Servicer and each Originator hereby represents and warrants
to each of the other parties hereto that, as to itself:
(a) (i) it has all necessary corporate power and authority to execute and deliver this Amendment and to perform its
obligations under the Facility Documents, as amended hereby and by other amendments, the Assignment of the Deposit Account
Control Agreement dated as of the date hereof, by and among the Seller, the Successor Administrative Agent and Bank of
America, National Association (the BofA Account Agreement Assignment), the Assignment of the Collection Account
Agreement dated as of the date hereof, by and among the Seller, the Successor Administrative Agent and JPMorgan Chase Bank,
N.A. (the JPM Account Agreement Assignment and, together with the BofA Account Agreement, the Account Control
Agreement Assignments) and the other Transaction Documents, (ii) the execution and delivery of this Amendment and the
Account Control Agreement Assignments and the performance of its obligations under the Facility Documents, as amended
hereby, the Account Control Agreement Assignments, and the other Transaction Documents has been duly authorized by all
necessary corporate action on its part and (iii) this Amendment and its obligations under the Facility Documents, as amended
hereby, the Account Control Agreement
3
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Assignments, and the other Transaction Documents constitute its legal, valid and binding obligations, enforceable against it in
accordance with the terms thereof, except as such enforcement may be limited by applicable bankruptcy, insolvency,
reorganization or other similar laws relating to or limiting creditors rights generally and by general principles of equity
(regardless of whether enforcement is sought in a proceeding in equity or at law); and
(b) on the date hereof, before and after giving effect to this Amendment, no Termination Event or Incipient Termination
Event has occurred and is continuing.
SECTION 6. Condition Precedent. This Amendment shall become effective and be deemed effective, as of the date first above
written, upon:
(a) Receipt by the Successor Administrative Agent and the Resigning Administrative Agent of duly executed counterparts of
this Amendment from each of the parties hereto;
(b) Receipt by the Successor Administrative Agent of duly executed counterparts of those documents listed on Schedule A
hereto;
(c) Receipt by the Resigning Administrative Agent of duly executed counterparts of those documents listed on Schedule B
hereto;
(d) Receipt by the Successor Administrative Agent and the Resigning Administrative Agent of all fees and expenses as of the
date hereof required to be paid pursuant to this Amendment and the other Transaction Documents; and
(e) Receipt by each of the Resigning Administrative Agent, the Resigning Related Committed Purchaser and the Resigning
Conduit Purchaser of all accrued and unpaid fees to such Person under the Transaction Documents as of the date hereof.
SECTION 7. Reference to and Effect on the Facility Documents.
(a) Upon the effectiveness of this Amendment, (i) each reference in any Facility Document to this Agreement,
hereunder, hereof, herein or words of like import shall mean and be a reference to such Facility Document as amended or
otherwise modified hereby, and (ii) each reference to any Facility Document in any other Transaction Document or any other
document, instrument or agreement executed and/or delivered in connection therewith, shall mean and be a reference to such
Facility Document as amended or otherwise modified hereby.
(b) Except as specifically amended, terminated or otherwise modified above, the terms and conditions of each of the Facility
Documents, of all other Transaction Documents and any other documents, instruments and agreements executed and/or delivered
in connection therewith, shall remain in full force and effect and are hereby ratified and confirmed.
4
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(c) The execution, delivery and effectiveness of this Amendment shall not operate as a waiver of any right, power or remedy
of any party under either Facility Document or any other Transaction Document or any other document, instrument or agreement
executed in connection therewith, nor constitute a waiver of any provision contained therein.
SECTION 8. Execution in Counterparts. This Amendment may be executed in any number of counterparts and by different parties
hereto in separate counterparts, each of which when so executed and delivered shall be deemed to be an original and all of which when
taken together shall constitute but one and the same instrument. Delivery of an executed counterpart of a signature page to this
Amendment by facsimile or other electronic means shall be effective as delivery of a manually executed counterpart of this
Amendment.
SECTION 9. Governing Law. THIS AMENDMENT AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES
HEREUNDER SHALL BE GOVERNED BY AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH THE
INTERNAL LAWS OF THE STATE OF NEW YORK (INCLUDING WITHOUT LIMITATION SECTION 5-1401 AND SECTION
5-1402 OF THE GENERAL OBLIGATIONS LAW OF THE STATE OF NEW YORK).
SECTION 10. 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 purpose.
SECTION 11. Fees and Expenses. Seller hereby confirms its agreement to pay on demand all reasonable, properly documented
costs and expenses of the Resigning Administrative Agent and the Successor Administrative Agent in connection with the preparation,
execution and delivery of this Amendment and any of the other instruments, documents and agreements to be executed and/or delivered
in connection herewith, including, without limitation, the reasonable fees and expenses of outside legal counsel to the Resigning
Administrative Agent and the Successor Administrative Agent with respect thereto.
[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed by their respective officers as of
the date first above written.
ARMSTRONG RECEIVABLES COMPANY, LLC
By:
Name: Mark A. Telymonde
Title: Assistant Treasurer
ARMSTRONG WORLD INDUSTRIES, INC.
By:
Name: Thomas J. Waters
Title: Vice President and Treasurer
ARMSTRONG HARDWOOD FLOORING
COMPANY
By:
Name: Thomas J. Waters
Title: Treasurer
CRÉDIT AGRICOLE CORPORATE AND
INVESTMENT BANK, as Resigning Administrative
Agent, Resigning Related Committed Purchaser and
Resigning LC Bank
By:
Name:
Title:
By:
Name:
Title:
Signature Page to Second Omnibus Amendment
to Receivables Purchase Agreement and Receivables Sale Agreement
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ATLANTIC ASSET SECURITIZATION, LLC,
as Resigning Conduit Purchaser
By:
Name:
Title:
Signature Page to Second Omnibus Amendment
to Receivables Purchase Agreement and Receivables Sale Agreement
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THE BANK OF NOVA SCOTIA, as Successor
Administrative Agent, Successor Related Committed
Purchaser and Successor LC Bank
By:
Name: Paula Czach
Title: Managing Director
LIBERTY STREET FUNDING LLC, as Successor
Conduit Purchaser
By:
Name:
Title:
Signature Page to Second Omnibus Amendment
to Receivables Purchase Agreement and Receivables Sale Agreement
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Schedule A
1.

Fee Letter dated on or about December 21, 2011 by and among the Seller, Armstrong and the Successor Administrative Agent.

2.

Performance Guaranty dated on or about December 21, 2011 by Armstrong, as Performance Guarantor, for the benefit of the
Successor Administrative Agent.

3.

Intercreditor Agreement dated on or about December 21, 2011 by and among Armstrong, the Seller, the Successor Administrative
Agent and Worthington Armstrong Venture, as Receivables Interestholder.

4.

Reliance letters of Weil, Gotshal & Manges, LLP, Armstrongs General Counsel, Morgan, Lewis and Bockius LLP and Bass,
Berry & Sims PLC in favor of Scotiabank and the Successor Conduit Purchaser, in each case with respect to all opinions
previously delivered by such law firm in connection with the Purchase and Sale Agreement and the Receivables Purchase
Agreement and the transactions contemplated thereto.

5.

Opinions of:
a.

Armstrong In-House Counsel

b.

Weil, Gotshal & Manges, LLP

in each case with respect to this Amendment and the other documents executed and delivered as of the date hereof, in form and
substance satisfactory to Scotiabank.
6.

Assignment and Amendment, dated on or about December 21, 2011 of the Bank of America, N.A. Deposit Account Control
Agreement dated December 10, 2010.

7.

Assignment and Amendment, dated on or about December 21, 2011 of the JPMorgan Chase Bank, N.A. Collection Account
Agreement dated December 10, 2010.

8.

Duly executed Transfer Supplement.
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Schedule B
1.

Duly executed Transfer Supplement

2.

Termination of existing Jackson County, West Virginia Letter of Credit.

3.

Termination of existing Somerset, Kentucky Letter of Credit.

4.

Termination of Intercreditor Agreement.

5.

Termination of Performance Guaranty
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CONFORMED COPY
Annex A
to
SECOND OMNIBUS AMENDMENT TO RECEIVABLES PURCHASE AGREEMENT
AND PURCHASE AND SALE AGREEMENT
Dated as of December 21, 2011
PURCHASE AND SALE AGREEMENT
Dated as of December 10, 2010
among
VARIOUS ENTITIES LISTED ON SCHEDULE I,
as the Originators,
ARMSTRONG WORLD INDUSTRIES, INC.,
individually and as Servicer
and
ARMSTRONG RECEIVABLES COMPANY LLC
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THIS PURCHASE AND SALE AGREEMENT, dated as of December 10, 2010, as amended on December 21, 2011, (as it may be
further amended, restated, supplemented or otherwise modified from time to time, this Agreement) is entered into among the
VARIOUS ENTITIES LISTED ON SCHEDULE I HERETO (each, in its capacity as originator hereunder, an Originator; and
collectively, Originators), ARMSTRONG WORLD INDUSTRIES, INC., individually (Armstrong) and as initial Servicer (as
defined below) and ARMSTRONG RECEIVABLES COMPANY LLC, a limited liability company organized under the laws of
Delaware (the Company).
DEFINITIONS
Unless otherwise indicated herein, capitalized terms used and not otherwise defined in this Agreement are defined in Exhibit I to
the Receivables Purchase Agreement of even date herewith (as the same exists as of the date hereof or as it may be amended, restated,
supplemented or otherwise modified from time to time, the Receivables Purchase Agreement), among the Company, as Seller,
Armstrong World Industries, Inc. (individually, Armstrong), as initial Servicer (in such capacity, together with its successors and
permitted assigns in such capacity, the Servicer), Liberty Street Funding LLC, as Conduit Purchaser, and The Bank of Nova Scotia, as
Administrative Agent, Related Committed Purchaser and LC Bank. All references herein to months are to calendar months unless
otherwise expressly indicated.
BACKGROUND:
1. The Company is a special purpose entity, all of the issued and outstanding voting shares of which are owned by the Originators;
2. The Originators generate Receivables in the ordinary course of their businesses;
3. The Originators, in order to finance their respective businesses, wish to sell Receivables to the Company, and the Company is
willing to purchase Receivables and the Related Rights from the Originators, on the terms and subject to the conditions set forth herein;
4. The Originators and the Company intend this transaction to be a true sale or contribution, as the case may be, of Receivables
and Related Rights by each Originator to the Company, providing the Company with the full benefits of ownership of the Receivables,
and the Originators and the Company do not intend the transactions hereunder to be characterized as a loan from the Company to any
Originator; and
5. The Company intends to sell the Purchasers Interest in the Receivables and Related Rights to the Purchasers pursuant to the
Receivables Purchase Agreement.
NOW, THEREFORE, in consideration of the premises and the mutual agreements herein contained, the receipt and sufficiency of
which are hereby acknowledged, the parties hereto, intending to be legally bound, agree as follows:
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ARTICLE I
AGREEMENT TO PURCHASE AND SELL
SECTION 1.1 Conveyance of Receivables. On the terms and subject to the conditions set forth in this Agreement, each Originator,
severally and for itself, hereby does (i) with respect to the Receivables contributed to the Company pursuant to Section 3.1 (the
Contributed Receivables), contribute to the capital of, and transfer, assign and otherwise convey to the Company, without recourse
(except as expressly provided herein), and the Company hereby agrees to, and hereby does, acquire all of such Originators right, title
and interest, whether now owned or hereafter acquired, in and to, and (ii) with respect to any other Receivables sold to the Company
hereunder (the Sold Receivables), sell, transfer, assign and otherwise convey to the Company, without recourse (except to the extent
expressly provided herein), and the Company agrees to purchase from such Originator, from time to time on or after the Closing Date,
but before the Purchase and Sale Termination Date (as defined in Section 1.4 hereof), all of such Originators right, title and interest,
whether now owned or hereafter acquired, in and to:
(a) each Receivable of such Originator that existed and was owing to such Originator at the opening of such Originators
business on the Closing Date (other than any Contributed Receivables);
(b) each Receivable generated by such Originator from and including the Closing Date to but excluding the Purchase and
Sale Termination Date;
(c) all rights to (but none of the obligations of) such Originator under all Related Security;
(d) all amounts due or to become due to such Originator with respect to any of the foregoing;
(e) all books and records of such Originator related to any of the foregoing, and all Transaction Documents to which such
Originator is a party, together with all rights (but none of the obligations) of such Originator thereunder;
(f) all rights, remedies, powers, privileges, title and interest (but not obligations) of such Originator in and to (x) each LockBox Account and each Collection Account, (y) all amounts on deposit therein, and (z) any related investment property (as such
term is defined in the applicable UCC); and
(g) all Collections and other proceeds (as defined in the applicable UCC) and products of any of the foregoing that are or
were received by such Originator on or after the Closing Date, including, without limitation, all funds which either are received by
such Originator, the Company or the Servicer from or on behalf of the Obligors in payment of any amounts owed (including,
without limitation, invoice price, finance charges, interest and all other charges) in respect of such Receivables or are applied to
such amounts owed by the Obligors (including, without limitation, any insurance payments that such Originator, the Company or
the Servicer applies in the ordinary course of its business to amounts owed in respect of any Receivable, and net proceeds of sale
or other disposition of repossessed goods or other collateral or property of the Obligors in respect of Receivables, or any other
parties directly or indirectly liable for payment of such Receivables)
2
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(clauses (a) through (g), collectively, the Collateral); provided, that upon receipt by the Seller of the Repurchase Price with respect to
any Receivable in accordance with Section 3.3, such Receivable and all Related Rights immediately shall cease to constitute Collateral
hereunder and shall be reconveyed to the applicable Originator in accordance with Section 3.4 and, thereafter, shall cease to constitute a
Receivable for all purposes hereunder.
All purchases and contributions hereunder are absolute and irrevocable and shall be made without recourse (except as expressly
provided herein), but shall be made pursuant to, and in reliance upon, the representations, warranties and covenants of the Originators
set forth in this Agreement with respect to such Receivables. No obligation or liability to any Obligor on any Receivable is intended to
be assumed by the Company hereunder, and any such assumption is expressly disclaimed. The Companys foregoing commitment to
purchase Receivables and the proceeds and rights described in clauses (c) through (g) (collectively, the Related Rights) is herein
called the Purchase Facility.
SECTION 1.2 Timing of Purchases.
(a) Closing Date Purchases. Each Originators entire right, title and interest in (i) each Receivable that existed and was
owing to such Originator as of the opening of such Originators business on the Closing Date and (ii) all Related Rights with respect
thereto automatically shall be, and shall be deemed to have been, sold or contributed by such Originator to the Company on the Closing
Date.
(b) Subsequent Purchases. On or after the Closing Date, until the Purchase and Sale Termination Date, each Receivable
generated by each Originator and the Related Rights thereto shall be, and shall be deemed to have been, sold by such Originator to the
Company immediately (and without further action) upon the creation of such Receivable.
SECTION 1.3 Consideration for Purchases. On the terms and subject to the conditions set forth in this Agreement, the Company
agrees to make Purchase Price payments to the Originators in accordance with Article III and to reflect all contributions in accordance
with Section 3.1. With respect to the Contributed Receivables, the Purchase Price therefore shall be deemed paid in full in cash and
returned to the Company as a capital contribution by Armstrong.
SECTION 1.4 Purchase and Sale Termination Date. The Purchase and Sale Termination Date shall be the earliest to occur of
(a) the date the Purchase Facility is terminated pursuant to Section 8.2 and (b) the Payment Date (as defined in Section 2.2) immediately
following the day on which the Originators shall have given at least 30 days prior written notice to the Company and the
Administrative Agent that the Originators desire to terminate this Agreement.
SECTION 1.5 Intention of the Parties. It is the express intent of each Originator and the Company that each conveyance by such
Originator to the Company pursuant to this Agreement of the Receivables and Related Rights, including without limitation all
Receivables, if any, constituting general intangibles as defined in the UCC, and all Related Rights, be construed as a valid and perfected
sale and absolute assignment or contribution, as the case may be (without
3
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recourse except as expressly provided herein) of such Receivables and Related Rights by such Originator to the Company (rather than
the grant of a security interest to secure a debt or other obligation of such Originator) and that the right, title and interest in and to such
Receivables and Related Rights conveyed to the Company be prior to the rights of and enforceable against all other Persons at any time,
including, without limitation, lien creditors, secured lenders, purchasers and any Person claiming through such Originator. However, if,
contrary to the mutual intent of the parties, any conveyance of Receivables and Related Rights, including without limitation all
Receivables, if any, constituting general intangibles as defined in the UCC, is not construed to be both a valid and perfected sale and
absolute assignment or contribution of such Receivables and Related Rights, and a conveyance of such Receivables and Related Rights
that is prior to the rights of and enforceable against all other Persons at any time, including without limitation lien creditors, secured
lenders, purchasers and any Person claiming through such Originator, then, it is the intent of such Originator and the Company that
(i) this Agreement also shall be deemed to be, and hereby is, a security agreement within the meaning of the UCC; and (ii) such
Originator shall be deemed to have granted to the Company as of the date of this Agreement, and such Originator hereby grants to the
Company a security interest in, to and under all of such Originators right, title and interest in and to the Receivables and the Related
Rights now existing and hereafter created by such Originator transferred or purported to be transferred hereunder.
ARTICLE II
PURCHASE REPORT; CALCULATION OF PURCHASE PRICE
SECTION 2.1 Purchase Report. On the Closing Date and on the Business Day immediately preceding each Settlement Date (each
such date, a Monthly Purchase Report Date), the Servicer shall deliver to the Company, each Originator and the Administrative Agent
a report in substantially the form of Exhibit A (each such report being herein called a Purchase Report) setting forth, among other
things:
(a) Receivables purchased by the Company from each Originator (or, in the case of Contributed Receivables, received by the
Company from Armstrong) (i) in the case of the Purchase Report to be delivered on the Closing Date, on the Closing Date, and
(ii) thereafter, during the period commencing on (and including) the first day of the Settlement Period immediately preceding the
calendar month in which such Monthly Purchase Report Date occurs to (and including) the last day of such Settlement Period; and
(b) the calculations described in Section 3.3(d) that are required to be included in such Purchase Report;
provided, that if a Termination Event or Incipient Termination Event shall have occurred and be continuing, the Servicer shall, if so
requested by the Administrative Agent, be required to deliver a Purchase Report to such Person for the period so requested by such
Person (including as frequently as weekly or daily, provided, that such daily or weekly reporting shall only be required to include (x) the
aggregate Outstanding Balance of the Pool Receivables at the beginning and end of each period covered, (y) aggregate sales during such
period, and (z) aggregate Collections during such period).
4
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SECTION 2.2 Calculation of Purchase Price. The Purchase Price to be paid to each Originator for the Receivables and the
Related Rights that are purchased hereunder from such Originator shall be determined in accordance with the following formula:
PP

=

OB x FMVD

PP

=

Purchase Price for each Receivable as calculated on the relevant Payment Date.

OB

=

The Outstanding Balance of such Receivable on the relevant Payment Date.

FMVD

=

The Fair Market Value Discount, as measured on such Payment Date, which is equal to the
quotient (expressed as percentage) of (a) one divided by (b) the sum of (i) one, plus (ii) the
product of (A) the sum of (x) the Prime Rate on such Payment Date and (y) the Servicing Fee
Rate, and (B) a fraction, the numerator of which is the Days Sales Outstanding (calculated as of
the close of business of the last Business Day of the calendar month immediately preceding such
Payment Date) and the denominator of which is 365.

where:

Payment Date means (i) the Closing Date and (ii) each Business Day thereafter that Originators are open for business.
Prime Rate means, for each monthly period covered by a Purchase Report, a per annum rate equal to the Prime Rate as
published in the Money Rates section of The Wall Street Journal on the first day of such monthly period or if such information ceases
to be published in The Wall Street Journal, such other publication as determined by the Administrative Agent in its sole discretion.
ARTICLE III
PAYMENT OF PURCHASE PRICE
SECTION 3.1 Contribution of Receivables and Purchase Price Payment.
(a) On the Closing Date, Armstrong shall, and hereby does, on a one-time basis, contribute to the capital of the Company
either, or a combination of, (i) Receivables and Related Rights consisting of each Receivable of Armstrong that existed and was owing
to Armstrong on the Closing Date, beginning with the oldest of such Receivables and continuing chronologically thereafter and/or
(ii) cash, in either case such that the aggregate Outstanding Balance of all such Contributed Receivables plus the amount of cash, after
giving effect to such contribution, shall be at least equal to 25% of the Purchase Limit as of the Closing Date. The Company shall reflect
a capital contribution on its books and records from Armstrong contributing such Receivables or cash. The value (the Contributed
Value) of any such capital contribution consisting of Receivables and Related Rights shall be calculated using the formula set forth in
the Purchase Price.
5
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(b) On the terms and subject to the conditions set forth in this Agreement, on the Closing Date and each Payment Date
thereafter, the Company agrees to pay to each Originator the Purchase Price for the Receivables sold by such Originator to the Company
on such date. Such Purchase Price on each such Payment Date shall be paid:
(i) To the extent that the Company has cash available therefor and such payment is not prohibited under the Receivables
Purchase Agreement, in cash (the amount of such cash paid to Originators being allocated among the Originators on a pro
rata basis according to the Purchase Price owing to each Originator on such Payment Date (but excluding from such cash
Purchase Price with respect to any Originator the aggregate stated amount of any Letters of Credit issued at the request of
such Originator in connection with such sale)).
(ii) To the extent that such Purchase Price owed to any Originator exceeds the sum of (x) the amount of such Purchase
Price paid by the Company in cash pursuant to clause (i) above and (y) the amount of such Purchase Price paid by the
Company pursuant to the issuance of a Letter of Credit pursuant to clause (iii) below, such Originator hereby agrees to make
a subordinated loan (each, a Subordinated Loan) to the Company in the amount of such excess. Such Subordinated Loans
of an Originator shall be evidenced by a subordinated promissory note in the form of Exhibit B with an initial principal
balance determined as of the Closing Date (each such promissory note, as it may be amended, supplemented, indorsed or
otherwise modified from time to time, together with all promissory notes issued from time to time in substitution therefor or
renewal thereof in accordance with the Transaction Documents, being herein called a Company Note). The Subordinated
Loans shall bear interest and be payable as provided in the Company Note. The principal balance (the Company Note
Principal Balance) of the Company Note issued to a particular Originator shall equal (i) the sum of (x) the initial principal
balance thereof plus (y) the amount of any Subordinated Loans made to the Company by such Originator plus (z) the amount
of any Expired Undrawn Amounts in respect of the L/C Note issued by such Originator minus (ii) the amount of principal
payments (including any deemed principal payments) made by the Company to such Originator pursuant to the terms of such
Company Note.
(iii) (1) If any Originator so requests, the Company shall pay all or part of such Purchase Price owed to such Originator
by causing the Issuance of a Letter of Credit (pursuant to the terms of the Receivables Purchase Agreement) in favor of one
or more beneficiaries selected by such Purchaser. Such Originator shall reimburse the Company for its expenses incurred in
connection with obtaining such Letter of Credit and shall also pay Company a fee in an amount equal to 0.125% of the face
amount thereof for procuring such Letter of Credit; provided, that such fees and expenses may be offset against the
outstanding principal amount of the Company Note payable to such Originator.
6
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(2) The face amount of each Letter of Credit issued at the request of an Originator shall be applied (x) as a payment
deduction from the applicable Purchase Price otherwise payable by the Company to such Originator and (y) to the extent
such face amount exceeds such Purchase Price, as a reduction in the aggregate outstanding principal amount of the Company
Note of the applicable Originator (the amounts described in clauses (x) and (y) above, the Availability Amounts).
(3) Notwithstanding anything herein or in any other Transaction Document to the contrary, it is understood and agreed
that in no event shall any Originator have any reimbursement or recourse obligations in respect of any Letter of Credit.
(4) In connection with the initial issuance of any such Letter of Credit at the request of an Originator, the Company
shall execute and deliver to such Originator a note substantially in the form of Exhibit C (each such note, as it may be
amended, supplemented, indorsed or otherwise modified from time to time, together with all notes issued from time to time
in substitution thereof in accordance with the Transaction Documents, being herein called an L/C Note) in favor of such
Originator, with an initial principal amount equal to the face amount of such Letter of Credit. In the event that a Letter of
Credit is issued at the request of an Originator, the principal amount of the applicable L/C Note shall be increased by the face
amount of such Letter of Credit (such amount, an L/C Principal Increase). In the event that a Letter of Credit is drawn
upon, the principal amount of the applicable L/C Note shall be reduced by the amount of such draw (such amount, a Drawn
Amount).
(5) In the event that any portion of a Letter of Credit (as the same may be extended, replaced or renewed) expires
undrawn, the principal amount of the applicable L/C Note shall be reduced by such undrawn amount (the Expired Undrawn
Amount) and the principal balance of the Company Note in favor of the relevant Originator shall be increased by such
undrawn amount. The parties hereto agree and acknowledge that any Expired Undrawn Amounts that increase the principal
balance of any Company Note shall be deemed to be paid prior to any other outstanding principal amounts on such Company
Note.
(6) The parties hereto acknowledge and agree that the repayment of each L/C Note shall be senior to repayment of the
Company Notes. The principal balance (the LC Note Principal Balance) of the L/C Note issued to a particular Originator
shall equal at any time (i) the sum of (x) the initial principal balance thereof plus (y) any L/C Principal Increase with respect
to such L/C Note, minus (ii) the sum of (x) the amount of principal payments (including any deemed principal payments)
made by the Company to such Originator pursuant to the terms of such L/C Note plus (y) the amount of any Drawn Amounts
in respect of such L/C Note plus (z) the amount of any Expired Undrawn Amounts in respect of such L/C Note.
7

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

(c) The Servicer shall make all appropriate record keeping entries with respect to the Company Notes, the L/C Notes or
otherwise to reflect the foregoing payments and reductions and any reductions made pursuant to Section 3.3, and the Servicers books
and records shall constitute prima facie evidence of the principal amount of, and accrued interest on, any Company Note or L/C Note at
any time. Furthermore, the Servicer shall hold the Company Notes and the L/C Notes for the benefit of the Originators. Each Originator
hereby irrevocably authorizes the Servicer to mark the Company Notes or L/C Notes CANCELED and to return such Company Notes
or L/C Notes to the Company upon the final payment thereof after the occurrence of the Purchase and Sale Termination Date.
SECTION 3.2 Company and L/C Note Allocations. If any Originator desires that the Company cause the Issuance of a Letter of
Credit on a day on which the Company is not purchasing any Receivables from such Originator, the Originator shall be permitted to
require the Seller to cause such an Issuance (subject to payment of the amounts described in the second sentence of clause 3.1(b)(iii)) if
and to the extent that the face amount of such Letter of Credit is less than current outstanding principal balance of such Originators
Company Note. In such event, the face amount of such Letter of Credit shall be offset against the Companys obligations to such
Originator by a reduction in the aggregate outstanding principal amount of the Company Note of such Originator. In connection with
such Issuance, the outstanding balance of such Originators L/C Note shall be increased by the amount of any reduction in the
aggregate outstanding principal amount of the Company Note of such Originator or deemed payment of interest on such Company Note
as set forth in the preceding sentence.
SECTION 3.3 Settlement as to Specific Receivables and Dilution.
(a) If, (i) on the day on which a Receivable is purchased from an Originator hereunder, any of the representations or
warranties set forth in Sections 5.1(j), 5.2(b) and 5.2(f) are not true with respect to such Receivable or (ii) as a result of any action or
inaction (other than solely as a result of the failure to collect such Receivables due to a discharge in bankruptcy or similar insolvency
proceeding or other credit related reasons with respect to the relevant Obligor) of such Originator, on any subsequent day, any of such
representations or warranties set forth in Sections 5.1(j), 5.2(b) or 5.2(f) is no longer true with respect to such Receivable, then,
promptly upon notice of such inaccuracy, the applicable Originator shall repurchase such Receivable from the Company for an amount
equal to the Outstanding Balance thereof (such amount, the Repurchase Price). Any Repurchase Price with respect to such a
Receivable shall be paid in accordance with clause (c) below and, in the event that the Servicer or the Company thereafter receives
payment on account of such Receivable, the Company promptly shall deliver such payments to such Originator.
(b) If, on any day, the Outstanding Balance of any Receivable (including any Contributed Receivable) purchased from an
Originator by the Company hereunder or contributed to the Company hereunder is reduced or adjusted as a result of any defective,
rejected or returned goods or services, or any discount, revision, cancellation, allowance or other adjustment made by any Originator,
the Company or the Servicer in the ordinary course of business (it being understood and agreed that none of the foregoing shall be done
for any credit-related reason) or any setoff or dispute between any Originator or any Affiliate and an Obligor as indicated on the books
of the Company (or, for periods prior to the Closing Date, the books of such Originator) (in
8
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each case other than solely as a result of the failure to collect such Receivables due to a discharge in bankruptcy or similar insolvency
proceeding or other credit related reasons with respect to the relevant Obligor), then the Purchase Price or the Contributed Value with
respect to such Receivable shall be reduced by the amount of such net reduction (such amount, the Net Reduction Amount). For the
avoidance of doubt, if goods in respect of any Receivable purchased from an Originator by the Company hereunder or contributed to the
Company hereunder are repossessed or foreclosed by any Originator, the Company or the Servicer, the fair market value of such goods
upon such repossession or foreclosure shall be deemed to be Collections on such Receivable hereunder.
(c) Any Repurchase Price or Net Reduction Amount shall be paid by the applicable Originator in the following manner:
(i) first, so long as the date of such payment is not an Amortization Day, the amount of such Repurchase Price or Net
Reduction Amount shall be deemed to be a payment of the following amounts in the following order of priority:
(1)

first, as a credit towards the amount of any Purchase Price payable to such Originator on such date,

(2)

second, as a payment of any accrued and unpaid interest owing to such Originator under the terms of the
applicable L/C Note,

(3)

third, as a payment of any accrued and unpaid interest owing to such Originator under the terms of the applicable
Company Note, and

(4)

fourth, as a payment of the outstanding Company Note Principal Balance under the applicable Company Note;

(ii) second, the applicable Originator shall deposit (in immediately available funds) an amount equal to any unpaid
Repurchase Price or Net Reduction Amount into a Collection Account for application by the Servicer to the same extent as if
Collections of the applicable Receivable in such amount had actually been received on such date.
(d) Each Purchase Report (other than the Purchase Report delivered on the Closing Date) shall include a calculation of the
Net Reduction Amounts and Repurchase Prices, in each case that arose since the last Purchase Report delivered hereunder (as indicated
on the books of the Company). Nothing herein shall require the Company to take any action that would violate the terms of the
Receivables Purchase Agreement.
SECTION 3.4 Reconveyance of Receivables. In the event that an Originator has paid to the Company the full Repurchase Price of
any Receivable pursuant to Section 3.3, the Company shall automatically reconvey such Receivable to such Originator, without
representation or warranty, but free and clear of all liens, security interests, charges, and encumbrances created by the Company.
9
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SECTION 3.5 Letters of Credit.
(a) Upon the request of the Servicer (acting as agent for each Originator as described in clause (b) below), and in accordance with
the terms and conditions for issuing Letters of Credit under the Receivables Purchase Agreement and hereunder (including any
limitations therein on the amount of any such issuance), the Company agrees, on behalf of each Originator, to cause the LC Bank to
issue, on any day specified by the Servicer (for the account of the Company and at the request of the applicable Originator or any
Affiliate designated by such Originator), Letters of Credit in favor of the beneficiaries specified by the Servicer (on behalf of such
Originator). The aggregate stated amount of Letters of Credit to be issued on any Payment Date on behalf of any Originator shall not
exceed the Availability Amounts with respect to such Originator on such Payment Date. Under no circumstances shall any Originator
(or any Affiliate thereof (other than the Company)) have any reimbursement or recourse obligations in respect of any Letter of Credit.
(b) Each Originator appoints the Servicer as its agent (on which appointment the Company, the Sub-Servicers, the Administrative
Agent, the LC Bank and the Purchasers may rely until such Originator provides contrary written notice to each such Person) to act on
such Originators behalf to take all actions and to make all decisions in respect of the issuance, amendment and administration of the
Letters of Credit, including requests for the issuance and extension of Letters of Credit and the allocation of the stated amounts of
Letters of Credit against Purchase Price owed to particular Originators and against Company Notes issued to particular Originators. In
the event that an Originator or Servicer on its behalf requests a Letter of Credit hereunder, the Servicer and such Originator shall on a
timely basis provide the Company with such information as is necessary for the Company to obtain such Letter of Credit from the LC
Bank, and the Servicer shall notify the relevant Originators, the Company and the Administrative Agent of the allocations described in
the preceding sentence. Such allocations shall be binding on the Company and each Originator, absent manifest error.
(c) Each Originator agrees to be bound by the terms of and conditions of the Receivables Purchase Agreement relating to the
Letters of Credit.
ARTICLE IV
CONDITIONS OF PURCHASES
SECTION 4.1 Conditions Precedent to Initial Purchase. The initial purchase of Receivables by the Company hereunder is subject
to the condition precedent that the Company and the Administrative Agent (as the Companys assignee) shall have received, on or
before the Closing Date, the following, each (unless otherwise indicated) dated the Closing Date, and each in form and substance
satisfactory to the Company and the Administrative Agent:
(a) A copy of the resolutions of the board of directors or managers or authorized committee thereof of each Originator
approving the Transaction Documents to be executed and delivered by it and the transactions contemplated hereby and thereby, certified
by the secretary or assistant secretary of such Originator;
(b) Good standing certificates (or applicable certificate or statement of like effect in any applicable jurisdiction howsoever
named) for each Originator issued as of a recent date acceptable to the Company and the Administrative Agent by the Secretary of State
of the jurisdiction of such Originators organization;
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(c) A certificate of the secretary or assistant secretary of each Originator certifying the names and true signatures of the
officers authorized on such Persons behalf to sign the Transaction Documents to be executed and delivered by it (on which certificate
the Servicer, the Company and the Administrative Agent may conclusively rely until such time as the Servicer, the Company and the
Administrative Agent shall receive from such Person a revised certificate meeting the requirements of this clause (c));
(d) The certificate or articles of incorporation or other organizational document of each Originator (including all amendments
and modifications thereto) duly certified by the Secretary of State of the jurisdiction of such Originators organization as of a recent
date acceptable to the Servicer, together with a copy of the by-laws or limited liability company agreement of such Originator (including
all amendments and modifications thereto), each duly certified by the secretary or an assistant secretary of such Originator;
(e) Proper financing statements (Form UCC-1) in form ready to be filed on the Closing Date, naming each Originator as the
debtor/seller and the Company as the buyer/assignor (and the Administrative Agent, for the benefit of the Purchasers, as secured party/
assignee) of the Receivables generated by such Originator, as may be necessary or, in the Companys or the Administrative Agents
opinion, desirable under the UCC of all appropriate jurisdictions to perfect the Companys ownership interest in all Receivables and
such other rights, accounts, instruments and moneys (including, without limitation, Related Security) in which an ownership or security
interest has been assigned to it hereunder;
(f) A written search report from a Person satisfactory to the Company and the Administrative Agent listing all effective
financing statements that name any of the Originators as debtors or sellers and that are filed in all jurisdictions in which filings may be
made against such Person pursuant to the applicable UCC, together with copies of such financing statements (none of which, except for
those described in the foregoing clause (e) (and/or released or terminated as the case may be prior to the date hereof), shall cover any
Receivable or any Related Rights which are to be sold or contributed to the Company hereunder), and tax and judgment lien search
reports from all applicable jurisdictions (including, without limitation liens of the Pension Benefit Guaranty Corporation) showing no
evidence of such liens filed against any Originator;
(g) Favorable opinions of (i) Weil, Gotshal & Manges LLP, special counsel to Armstrong and the other Originators,
(ii) Morgan, Lewis & Bockius LLP, special Pennsylvania counsel to Armstrong, (iii) Bass, Berry & Sims PLC, special Tennessee
counsel to Armstrong Hardwood Flooring Company, and (iv) Mary Huwaldt, Deputy General Counsel to Armstrong and the other
Originators, in form and substance satisfactory to the Company, the Administrative Agent and each Purchaser;
(h) A Company Note in favor of each Originator, duly executed by the Company;
(i) Evidence (i) of the execution and delivery by each of the parties thereto of each of the other Transaction Documents to be
executed and delivered in connection herewith and (ii) that each of the conditions precedent to the execution, delivery and effectiveness
of such other Transaction Documents has been satisfied to the Companys and the Administrative Agents satisfaction; and
11
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(j) A certificate from an officer of each Originator to the effect that such Originator has placed on the most recent, and has
taken all steps reasonably necessary to ensure that there shall be placed on subsequent, data processing reports an indication reasonably
acceptable to the Company and the Administrative Agent indicating that the Receivables described therein have been sold to the
Company pursuant to this Agreement and that an interest in the same Receivables has been granted to the Administrative Agent (for the
benefit of the Purchasers) under the Receivables Purchase Agreement.
SECTION 4.2 Certification as to Representations and Warranties. Each Originator, by accepting the Purchase Price related to each
purchase of Receivables generated by such Originator, shall be deemed to have certified that the representations and warranties made by
it pursuant to in Article V, as from time to time amended in accordance with the terms hereof, are true and correct in all material
respects on and as of such day, with the same effect as though made on and as of such day (except for representations and warranties
which apply solely to an earlier date, in which case such representations and warranties shall be true and correct as of such earlier date).
SECTION 4.3 Additional Originators. Additional Persons may be added as Originators hereunder, with the prior written consent of
the Company and the Administrative Agent; provided that following conditions are satisfied on the date of such addition:
(a) the Servicer shall have given the Administrative Agent and the Company at least sixty days prior written notice of such
proposed addition and the identity of the proposed additional Originator and shall have provided such information with respect to such
proposed additional Originator as the Administrative may reasonably request;
(b) such proposed additional Originator has executed and delivered to the Company and the Administrative Agent an
agreement substantially in the form attached hereto as Exhibit D (a Joinder Agreement);
(c) such proposed additional Originator has delivered to the Company, the Administrative Agent each of the documents with
respect to such Originator described in Sections 4.1 and 4.2, in each case in form and substance satisfactory to the Company, the
Administrative Agent;
(d) the Administrative Agent shall have received, to the extent required by the securitization program of any Conduit
Purchaser, a written statement from each applicable Rating Agency confirming that the addition of such Originator will not result in a
downgrade or withdrawal of the then current ratings of the Notes; and
(e) no Termination Event or Incipient Termination Event shall have occurred and be continuing.
SECTION 4.4 Removal of Originators. Any Originator hereunder may be removed from this Agreement with the prior written
consent of the Company, the Administrative Agent and each Purchaser, in each case in its sole discretion; provided that (i) the following
conditions are satisfied on or before the date of such removal:
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(a) the Servicer shall have given the Company, the Administrative Agent and each Purchaser at least thirty days prior
written notice of such proposed removal and the identity of such Originator and shall have provided such other information with respect
to such Originator as the Administrative Agent or any Purchaser may reasonably request;
(b) such proposed removed Originator has executed and delivered to the Company, each other Originator, the Administrative
Agent and each Purchaser an amendment to this Agreement effecting the removal of such Originator in form and substance acceptable
to the Administrative Agent and each Purchaser; and
(c) no Termination Event or Incipient Termination Event shall have occurred and be continuing immediately after giving
effect to the removal of such Originator.
After giving effect to the removal of any Originator, such removed Originator shall no longer be party to this Agreement or any other
Transaction Document and shall no longer have any obligations or rights thereunder (other than such obligations which by their express
terms survive termination of this Agreement or such other Transaction Document).
ARTICLE V
REPRESENTATIONS AND WARRANTIES OF THE ORIGINATORS
In order to induce the Company to enter into this Agreement and to make purchases and accept contributions hereunder, each
Originator hereby represents and warrants with respect to itself that each representation and warranty concerning it or the Receivables
sold or contributed by it hereunder made or deemed made by such Originator is true and correct, and hereby makes the representations
and warranties set forth in this Article V (except for the representations and warranties made in Section 5.1(m)(i), which are made only
by Armstrong):
SECTION 5.1 Representations and Warranties Regarding the Originators. On the Closing Date and on each date set forth in
Section 5.3, each Originator represents and warrants as follows:
(a) Corporate Existence and Power. Such Originator is duly organized, validly existing and in good standing under the laws
of the jurisdiction of its organization, and has all power and all governmental licenses, authorizations, consents and approvals required
to carry on its business in each jurisdiction in which its business is conducted, except if failure to have such licenses, authorizations,
consents, or approvals could not reasonably be expected to have a Material Adverse Effect.
(b) Corporate and Governmental Authorization, Contravention. The execution, delivery and performance by such Originator
of this Agreement and each of the other Transaction Documents to which it is a party are within such Originators company powers,
have been duly authorized by all necessary company action, require no action by or in respect of, or filing with (other than the filing of
the UCC financing statements and continuation statements contemplated hereunder and disclosures and filings under applicable
securities laws), any
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Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

governmental body, agency or official other than those actions which have been satisfied and those filings which have been made, and
do not contravene, or constitute a default under, any provision of applicable law or regulation or of the organizational documents of such
Originator or of any agreement, judgment, injunction, order, decree or other instrument binding upon such Originator or result in the
creation or imposition of any lien (other than liens in favor of the Company and Administrative Agent under the Transaction
Documents) on assets of such Originator or any of its Subsidiaries which contraventions or defaults could reasonably be expected to
have a Material Adverse Effect with respect to such Originator.
(c) Binding Effect of Agreement. This Agreement and each of the other Transaction Documents to which it is a party
constitutes the legal, valid and binding obligation of such Originator enforceable against such Originator in accordance with its terms,
except as such enforceability may be limited by bankruptcy, insolvency, liquidation, receivership, moratorium, reorganization or other
similar laws affecting the enforcement of creditors rights generally and by general principles of equity, regardless of whether
enforceability is considered in a proceeding in equity or at law.
(d) Accuracy of Information. All information heretofore furnished by such Originator to the Company, the Administrative
Agent or any Purchaser for purposes of or in connection with this Agreement and any other Transaction Document or any transaction
contemplated hereby or thereby (if prepared by such Originator, or to the extent supplied by such Originator) is, and all such
information hereafter furnished by such Originator to the Company, the Administrative Agent or any Purchaser will be, true and
accurate in every material respect as of the date such information is stated or certified (when considered as a whole with such other
information heretofore or hereafter furnished by such Originator). No information contained in any report delivered pursuant to
Section 6.2 or in any Purchase Report shall be incomplete by omitting to state any material fact necessary to make such information not
misleading on the date as of which such information is dated or certified.
(e) Actions, Suits. Except as set forth in Schedule IV (and solely with respect to such Originator), there are no actions, suits
or proceedings pending or, to the best of such Originators knowledge, threatened against or affecting such Originator or its property, in
or before any court, arbitrator or other body, which could reasonably be expected to have a Material Adverse Effect upon the ability of
such Originator to perform its obligations under this Agreement or any other Transaction Document to which it is a party.
(f) Taxes. Such Originator has filed or caused to be filed all U.S. federal income tax returns and all other material returns,
statements, forms and reports for taxes, domestic or foreign, required to be filed by it and has paid all taxes payable by it which have
become due or any assessments made against it or any of its property and all other material taxes, fees or other charges imposed on it or
any of its property by any Governmental Authority (other than those which are being contested in good faith by appropriate proceedings
diligently conducted and for which adequate reserves have been provided in accordance with GAAP).
(g) Compliance with Applicable Laws. Such Originator is in compliance with the requirements of all applicable laws, rules,
regulations and orders of all governmental authorities, a breach of any of which, individually or in the aggregate, could reasonably be
expected to have a Material Adverse Effect on such Originator.
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(h) Reliance on Separate Legal Identity. Such Originator acknowledges that each of the Purchasers and the Administrative
Agent are entering into the Transaction Documents to which they are parties in reliance upon the Companys identity as a legal entity
separate from such Originator.
(i) Investment Company. Such Originator is not an investment company, or a company controlled by an investment
company within the meaning of the Investment Company Act of 1940, as amended.
(j) Financing Statements. On or before the date ten (10) days after the Closing Date, all financing statements and other
documents, if any, required to be recorded or filed in order to perfect the Companys ownership interest in such Receivable against all
creditors of and purchasers from such Originator will have been duly filed in each filing office necessary for such purpose, and all filing
fees and taxes, if any, payable in connection with such filings shall have been paid in full. No effective financing statement or other
instrument similar in effect covering any Receivable generated by such Originator or any right related to any such Receivable that is of
the type described in Section 1.1 is on file in any recording office except such as may be filed in favor of the Company or the
Originators, as the case may be, in accordance with this Agreement or in favor of the Administrative Agent for the benefit of the
Purchasers in accordance with the Receivables Purchase Agreement.
(k) Names, Location and Offices. Except as described in Schedule VI, such Originator has not used any corporate names,
tradenames or assumed names other than its name set forth on the signature pages of this Agreement for at least two years before the
date hereof. As of the date hereof, such Originators jurisdiction of organization is as set forth on Schedule I hereto, and such
jurisdiction of organization has not been changed for at least four months before the date hereof. The offices where such Originator
keeps all records concerning the Receivables are located at the addresses set forth on Schedule II hereto or such other locations of which
the Company and the Administrative Agent has been given written notice in accordance with the terms hereof.
(l) Bulk Sales, Margin Regulations, No Fraudulent Conveyance, Investment Company. No transaction contemplated hereby
requires compliance with or will become subject to avoidance under any bulk sales act or similar law. No use of funds obtained by such
Originator hereunder will conflict with or contravene Regulation T, U or X of the Federal Reserve Board. No purchase hereunder
constitutes a fraudulent transfer or conveyance under any United States federal or applicable state bankruptcy or insolvency laws or is
otherwise void or voidable under such or similar laws or principles or for any other reason.
(m) Financial Condition.
(i) The consolidated financial statements of Armstrong and its consolidated Subsidiaries as of December 31, 2009 and
for the three fiscal quarters ended September 30, 2010 and the related statements of income and shareholders
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equity of Armstrong and its consolidated subsidiaries for the fiscal periods then ended, copies of which have been furnished
to the Company, each Purchaser and the Administrative Agent, present fairly in all material respects the consolidated
financial condition of Armstrong and its consolidated subsidiaries for the periods ended on such dates, all in accordance with
GAAP consistently applied, subject in the case of such quarterly statements to the absence of footnotes; and since such date
no event has occurred that has had, or could reasonably be expected to have, a Material Adverse Effect.
(ii) On the date hereof, and on the date of each purchase or contribution hereunder of any Receivable hereunder (both
before and after giving effect to such purchase or contribution), Armstrong and such Originator shall be Solvent.
Solvent means with respect to any Person at any time, a condition under which:
(A) the fair value and present fair saleable value of such Persons total assets is, on the date of determination, greater
than such Persons total liabilities (including contingent and unliquidated liabilities) at such time;
(B) the fair value and present fair saleable value of such Persons assets is greater than the amount that will be
required to pay such Persons probable liability on its existing debts as they become absolute and matured
(debts, for this purpose, includes all legal liabilities, whether matured or unmatured, liquidated or
unliquidated, absolute, fixed, or contingent);
(C) such Person is and shall continue to be able to pay all of its liabilities as such liabilities mature; and
(D) such Person does not have unreasonably small capital with which to engage in its current and in its anticipated
business.
For purposes of this definition:
(I)

the amount of a Persons contingent or unliquidated liabilities at any time shall be that amount which, in light of
all the facts and circumstances then existing, represents the amount which can reasonably be expected to become
an actual or matured liability;

(II) the fair value of an asset shall be the amount which may be realized within a reasonable time either through
collection or sale of such asset at its regular market value;
(III) the regular market value of an asset shall be the amount which a capable and diligent business person could
obtain for such asset from an interested buyer who is willing to Purchase such asset under ordinary selling
conditions; and
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(IV) the present fair saleable value of an asset means the amount which can be obtained if such asset is sold with
reasonable promptness in an arms-length transaction in an existing and not theoretical market.
(n) Licenses, Contingent Liabilities, and Labor Controversies.
(i) Such Originator has not failed to obtain any licenses, permits, franchises or other governmental authorizations
necessary to the ownership of its properties or to the conduct of its business, which failure to obtain could reasonably be
expected to have a Material Adverse Effect with respect to such Originator.
(ii) To the Originators knowledge, there are no labor controversies pending against such Originator that have had (or
could be reasonably expected to have) a Material Adverse Effect with respect to such Originator.
(iii) No actions or steps have been taken by the Pension Benefit Guaranty Corporation, the plan sponsor (as defined
in Section 3(16) of ERISA) or any other entity, to terminate any pension plan (as defined in Section 3(2) of ERISA), and
no conditions exist and no events or transactions have occurred with respect to such plans, that could be reasonably expected
to have a Material Adverse Effect with respect to such Originator. No conditions exist and no events or transactions have
occurred with respect to a multiemployer pension plan (as defined in Section 4001(a)(3) of ERISA) that could have (or
could be reasonably expected to have) a Material Adverse Effect with respect to such Originator.
SECTION 5.2 Representations and Warranties Regarding the Receivables. On the date each Receivable is sold ,contributed or
otherwise transferred to the Company hereunder, the applicable Originator selling such Receivable represents and warrants with respect
to such Receivable as follows:
(a) Compliance with Applicable Laws. Such Receivable does not contravene any laws, rules or regulations applicable thereto
or to such Originator
(b) Perfection. Immediately preceding its sale of such Receivable, such Originator was the owner of such Receivable, free
and clear of any Adverse Claims, and each such sale or contribution hereunder constitutes a valid sale, transfer and assignment of all of
such Originators right, title and interest in, to and under such Receivable, free and clear of any Adverse Claims.
(c) Creation of Receivables. Such Originator has exercised at least the same degree of care and diligence in the creation of
such Receivable, as it has exercised in connection with the creation of receivables originated by it and not so transferred hereunder.
(d) Credit and Collection Policy. Such Originator has complied in all material respects with its Credit and Collection Policy
in regard to such Receivable and related Contract.
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(e) Enforceability of Contracts. Each Contract related to such Receivable is effective to create, and has created, a legal, valid
and binding obligation of the related Obligor to pay the outstanding balance of such Receivable, enforceable against the Obligor in
accordance with its terms (subject to bankruptcy, insolvency and other laws affecting the rights of creditors), without being subject to
any defense, deduction, offset or counterclaim and such Originator has fully performed its obligations under such Contract.
(f) Good Title. Upon the creation of such Receivable sold or contributed or otherwise conveyed or purported to be conveyed
(and on the Closing Date for then existing Receivables), the Company shall have a valid and perfected first priority ownership interest
in each such Receivable sold or contributed to it hereunder, free and clear of any Adverse Claim.
SECTION 5.3 Reaffirmation of Representations and Warranties by the Originators. On each day that a new Receivable is created,
and when sold to the Company hereunder, the Originator with respect to such Receivable shall be deemed to have certified (severally
and not jointly) that all representations and warranties set forth in Section 5.1 (except for the representations and warranties made in
Section 5.1(m)(i), which are made only by Armstrong), and Sections 5.2(b) and (f) are true and correct on and as of such day.
SECTION 5.4 Ordinary Course of Business. Each of the Originators and Company represents and warrants as to itself that each
remittance of Collections by or on behalf of such Originator (or, in the case of the Company, by any Originator) to the Company
pursuant to the Transaction Documents and any related accounts of amounts owing hereunder will have been (i) in payment of a debt
incurred by such Originator in the ordinary course of business or financial affairs of such Originator and the Company and (ii) made in
the ordinary course of business or financial affairs of such Originator and the Company.
ARTICLE VI
COVENANTS OF THE ORIGINATORS
SECTION 6.1 Affirmative Covenants. From the date hereof until the later of (i) the Final Discharge Date and (ii) the date all
obligations of the applicable Originator to the Company and its assigns have been satisfied in full, such Originator agrees, severally and
not jointly:
(a) Compliance With Laws, Etc. Such Originator shall comply in all material respects with all applicable laws, rules,
regulations and orders with respect to the Receivables generated by it and the Contracts and other agreements related thereto except
where the failure to so comply would not materially and adversely affect the collectibility of such Receivables or the rights of the
Company hereunder.
(b) General Information. Such Originator shall furnish to the Company, the Administrative Agent and each Purchaser such
information as such Person may from time to time reasonably request.
(c) Furnishing of Information and Inspection of Records. Such Originator will furnish to the Company and the
Administrative Agent such information with respect to the Receivables as the Company or the Administrative Agent may reasonably
request. Such Originator shall, at any time and from time to time during regular business hours and upon
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reasonable prior written notice (i) permit the Company or the Administrative Agent, or their respective agents or representatives, (A) to
examine and make copies of and abstracts from all books and records relating to the Receivables or other Related Rights and (B) to visit
the offices and properties of such Originator for the purpose of examining such books and records, and to discuss matters relating to the
Receivables, other Related Rights or such Originators performance hereunder or under the other Transaction Documents to which it is
a party with any of the officers, directors, employees or independent public accountants of such Originator (provided that
representatives of such Originator are present during such discussions) having knowledge of such matters, in each case to the extent
reasonable; and (ii) without limiting the provisions of clause (i) above, from time to time on the request of the Administrative Agent
upon reasonable prior written notice from the Company or the Administrative Agent permit certified public accountants or other
auditors reasonably acceptable to the Administrative Agent (which may include the current auditors of such Originator) to conduct, a
review of its books and records with respect to the Receivables. Such examinations and visits shall be at the expense of the applicable
Originator, provided, that the Originator shall only be required to pay the expenses of one such examination and visit by or at the request
of the Administrative Agent pursuant to this Section 6.1(c) per calendar year so long as no Purchase and Sale Termination Event or
Incipient Purchase and Sale Termination Event shall have occurred and be continuing.
(d) Keeping of Records and Books. Such Originator will have and maintain (i) administrative and operating procedures
(including an ability to recreate records if originals are destroyed), (ii) adequate facilities, personnel and equipment and (iii) all records
and other information reasonably necessary for the collection of the Receivables originated by such Originator (including records
adequate to permit the daily identification of each new such Receivable and all Collections of, and adjustments to, each existing such
Receivable). Such Originator will give the Company, the Administrative Agent and each Purchaser prior notice of any change in such
administrative and operating procedures that causes them to be materially different from the procedures described to the Company, the
Administrative Agent and each Purchaser on or before the date hereof as such Originators then existing or planned administrative and
operating procedures for collecting Receivables.
(e) Performance and Compliance with Receivables and Contracts. Such Originator will at its expense timely and fully
perform and comply with all provisions, covenants and other promises required to be observed by it under all Contracts or other
documents or agreements related to the Receivables, except where the failure to so perform or comply could not reasonably be expected
to have a material adverse effect on the collectability of the Receivables or such Originators ability to perform its obligations under the
Transaction Documents.
(f) Credit and Collection Policy. Such Originator will comply with its Credit and Collection Policy in all material respects in
regard to each Receivable originated by it and any related Contract or other related document or agreement.
(g) Receivable Purchase Agreement. Such Originator will perform and comply with each covenant and other undertaking in
the Receivables Purchase Agreement that the Company undertakes to cause or instruct such Originator to perform, subject to any grace
periods for such performance provided for in the Receivables Purchase Agreement.
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(h) Preservation of Corporate Existence. Such Originator shall preserve and maintain its existence as a corporation,
partnership or limited liability company, as applicable, and all rights, franchises and privileges in the jurisdiction of its organization, and
qualify and remain qualified in good standing as a foreign corporation, partnership or limited liability company, as applicable, in each
jurisdiction where the failure to preserve and maintain such existence, rights, franchises, privileges and qualification could be
reasonably expected to have a Material Adverse Effect with respect to such Originator.
(i) Jurisdiction of Organization; Location of Records. Such Originator shall keep its jurisdiction of organization, and the
offices where it keeps its records concerning or related to Receivables, at the address(es) referred to in Schedule I or Schedule II,
respectively, or, upon 30 days prior written notice to the Company and the Administrative Agent, at such other locations in
jurisdictions where all action required by Section 7.3 shall have been taken and completed.
(j) Preservation of Security Interest. Such Originator shall take any and all action as the Administrative Agent may
reasonably require to preserve and maintain the perfection and priority of the security interest of the Company in the Collateral pursuant
to this Agreement.
(k) Instructions to Obligors. Within 31 days after the Closing Date, such Originator and/or the Servicer shall instruct each
Obligor that makes payments on Receivables owed to such Originator to an account other than a Lock-Box Account or Collection
Account as of the Closing Date to make future payments on Receivables by wire transfer to any Lock-Box Account or Collection
Account.
SECTION 6.2 Reporting Requirements. From the date hereof until the latest of the Final Discharge Date and the date all
obligations of the applicable Originator to the Company and its assigns have been satisfied in full such Originator will, unless the
Administrative Agent, the Majority Purchasers and the Company shall otherwise consent in writing, furnish to the Company and the
Administrative Agent (with a copy for each Purchaser) the following:
(a) Purchase and Sale Termination Events. As soon as possible, and in any event within two (2) Business Days after (i) the
occurrence of any Purchase and Sale Termination Event or (ii) such Originator becomes aware of any event that, with notice or the
passage of time or both, would become a Purchase and Sale Termination Event (an Incipient Purchase and Sale Termination Event),
such Originator shall provide a written statement of a senior financial officer or other similar officer of such Originator describing such
Purchase and Sale Termination Event or Incipient Purchase and Sale Termination Event and the action that such Originator proposes to
take with respect thereto, in each case in reasonable detail;
(b) Proceedings. As soon as possible and in any event within three (3) Business Days after such Originator becomes aware
thereof, written notice of (i) any litigation, investigation or proceeding of the type described in Section 5.1(e) not previously disclosed to
the Company, the Administrative Agent and each Purchaser and (ii) all material adverse developments that have occurred with respect
to any previously disclosed litigation, proceedings and investigations;
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(c) Other. Promptly, from time to time, such other information, documents, records or reports respecting the Receivables or
the conditions or operations, financial or otherwise, of such Originator as the Company, the Administrative Agent or any Purchaser may
from time to time reasonably request in order to protect the interests of the Company, the Purchasers or the Administrative Agent under
or as contemplated by the Transaction Documents; and
SECTION 6.3 Negative Covenants. From the date hereof until the latest of the Final Discharge Date and the date all obligations of
the applicable Originator to the Company and its assigns have been satisfied in full, such Originator, severally and not jointly, agrees
that it shall not:
(a) Sales, Liens, Etc. Except as otherwise provided herein or in any other Transaction Document, sell, assign (by operation of
law or otherwise) or otherwise dispose of, or create or suffer to exist any Adverse Claim upon or with respect to, any Receivable sold,
contributed or otherwise conveyed or purported to be sold, contributed or otherwise conveyed hereunder or related Contract or Related
Security, or any interest therein, or any Collections thereon, or assign any right to receive income in respect thereof.
(b) Extension or Amendment of Receivables. Except as otherwise permitted in Section 4.2(a) of the Receivables Purchase
Agreement, the applicable Credit and Collection Policy and the terms hereof, extend, amend or otherwise modify the terms of any
Receivable in any material respect generated by it, or amend, modify or waive, in any material respect, the provisions of any Contract
related thereto.
(c) Change in Business or Credit and Collection Policy. (i) Make any change in the character of its business that would
reasonably be expected to have a Material Adverse Effect, or (ii) make any material change in its Credit and Collection Policy, in the
case of either (i) or (ii) above, without the prior written consent of the Administrative Agent. No Originator shall make any change in
the Credit and Collection Policy without giving prior written notice thereof to the Company, the Administrative Agent and each
Purchaser.
(d) Receivables Not to be Evidenced by Promissory Notes or Chattel Paper. Except as otherwise provided in the Receivables
Purchase Agreement in regard to servicing, take any action to cause or permit any Receivable generated by it that is sold or contributed
by it hereunder to become evidenced by any instrument or chattel paper (as defined in the applicable UCC).
(e) Mergers, Acquisitions, Sales, etc. (i) Be a party to any merger, consolidation or other restructuring, except a merger,
consolidation or other restructuring where the Company and the Administrative Agent have each (A) received 30 days prior notice
thereof, (B) consented in writing thereto if the resulting entity following such merger, consolidation or other restructuring is any Person
other than an Originator or Armstrong, (C) received executed copies of all documents, certificates and opinions (including, without
limitation, opinions relating to bankruptcy and UCC matters) as the Company or the Administrative Agent shall reasonably request and
(D) been reasonably satisfied that all other action to perfect and protect the interests of the Company and the Administrative Agent, on
behalf of the Purchasers, in and to the
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Receivables to be sold by it hereunder and other Related Rights, as requested by the Company or the Administrative Agent shall have
been taken by, and at the expense of such Originator (including the filing of any UCC financing statements, the receipt of certificates
and other requested documents from public officials and all such other actions required pursuant to Section 7.3) or (ii) directly or
indirectly sell, transfer, assign, convey or lease (A) whether in one or a series of transactions, all or substantially all of its assets or
(B) any Receivables or any interest therein (other than pursuant to this Agreement).
(f) Lock-Box Banks. Make any changes in its instructions to Obligors regarding Collections (unless such instruction is to
send Collections to a Lock-Box Account or a Collection Account) or add or terminate any bank as a Lock-Box Bank or a Collection
Account Bank unless the requirements set forth in the Receivables Purchase Agreement have been met.
(g) Accounting for Purchases. Account for or treat (whether in financial statements or otherwise) the transactions
contemplated hereby in any manner other than as sales and/or contributions of the Receivables and Related Rights by such Originator to
the Company.
(h) Transaction Documents. Enter into, execute, deliver or otherwise become bound after the Closing Date by any agreement,
instrument, document or other arrangement that restricts the right of such Originator to amend, supplement, amend and restate or
otherwise modify, or to extend or renew, or to waive any right under, this Agreement or any other Transaction Document.
SECTION 6.4 Substantive Consolidation. Each Originator hereby acknowledges that this Agreement and the other Transaction
Documents are being entered into in reliance upon the Companys identity as a legal entity separate from such Originator and its
Affiliates. Therefore, from and after the date hereof, each Originator agrees, severally and not jointly, to take, or refrain from taking, as
the case may be, all actions that are necessary to be taken or not to be taken in order to ensure that the assumptions and factual
recitations set forth in the Specified Bankruptcy Opinion Provisions remain true and correct in all material respects with respect to such
Originator and comply in all material respects with those procedures described in such provisions which are applicable to such
Originator.
ARTICLE VII
ADDITIONAL RIGHTS AND OBLIGATIONS
IN RESPECT OF RECEIVABLES
SECTION 7.1 Rights of the Company. Each Originator hereby severally and not jointly authorizes the Company, the Servicer or
their respective designees or assignees under the Receivables Purchase Agreement (including, without limitation, the Administrative
Agent, to the extent permitted in the Receivables Purchase Agreement) to take any and all steps in such Originators name necessary or
desirable, in their respective determination, to collect all amounts due under any and all Receivables sold, contributed or otherwise
conveyed or purported to be sold, contributed or otherwise conveyed hereunder, including, without limitation, indorsing the name of
such Originator on checks and other instruments representing Collections and enforcing such Receivables and the provisions of the
related Contracts that concern payment and/or enforcement of rights to payment.
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SECTION 7.2 Responsibilities of the Originators. Anything herein to the contrary notwithstanding:
(a) Collection Procedures. Each Originator agrees to direct the Obligors with respect to the Receivables sold, contributed or
otherwise conveyed or purported to be conveyed by it hereunder to make payments in respect of such Receivables to a Lock-Box
Account or a Collection Account or directly to a post office box related to the relevant Lock-Box Account at a Lock-Box Bank. Each
Originator further agrees to transfer any Collections that it receives directly to a Collection Account within one (1) Business Day of
receipt thereof, and agrees that all such Collections shall be deemed to be received in trust (by book entry or otherwise or, if requested
by the Company or the Administrative Agent, segregated in a separate account approved by the Company or the Administrative Agent)
for the Company and the Administrative Agent (for the benefit of the Purchasers).
(b) Each Originator shall perform its obligations hereunder, and the exercise by the Company or its designee of its rights
hereunder shall not relieve such Originator from such obligations.
(c) None of the Company, the Servicer, the Purchasers or the Administrative Agent shall have any obligation or liability to
any Obligor or any other third Person with respect to any Receivables, Contracts related thereto or any other related agreements, nor
shall the Company, the Servicer, the Purchasers or the Administrative Agent be obligated to perform any of the obligations of such
Originator thereunder.
(d) Each Originator hereby grants to the Servicer and the Administrative Agent an irrevocable power of attorney, with full
power of substitution, coupled with an interest, to take in the name of such Originator (in the case of the Administrative Agent,
following the occurrence of a Termination Event) all steps reasonably necessary or advisable to endorse, negotiate or otherwise realize
on any writing or other right of any kind held or transmitted by such Originator or transmitted or received by the Company (whether or
not from such Originator) in connection with any Receivable or Related Right.
SECTION 7.3 Further Action Evidencing Purchases. Each Originator agrees that from time to time, at its expense, it will promptly
execute, authorize and deliver all further instruments and documents, and take all further action that the Company, the Servicer or the
Administrative Agent may reasonably request in order to perfect, protect or more fully evidence the Receivables and Related Rights
purchased or contributed by the Company hereunder, or to enable the Company to exercise or enforce any of its rights hereunder or
under any other Transaction Document. Without limiting the generality of the foregoing, upon the request of the Company, the
Administrative Agent or any Purchaser, such Originator will:
(a) execute (if applicable), authorize and file such financing or continuation statements, or amendments thereto or
assignments thereof, and such other instruments or notices, as may be reasonably necessary or appropriate;
(b) deliver to the Company copies of all Contracts relating to the Receivables sold or contributed hereunder and all records
relating to such Contracts and the Receivables sold
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or contributed hereunder, whether in hard copy or in magnetic tape or diskette format (which if in magnetic tape or diskette format shall
be compatible with the Servicers computer equipment); and
(c) on the Closing Date and from time to time, if requested thereafter, mark the master data processing records that evidence
or list such Receivables and related Contracts with the indication set forth in Section 4.1(j).
Each Originator hereby authorizes the Company or its designee (including, without limitation the Administrative Agent) to file one or
more financing or continuation statements, and amendments thereto and assignments thereof, without the signature of such Originator,
relative to all or any of the Receivables sold or otherwise conveyed, or purported to be sold or conveyed by it hereunder, and Related
Rights now existing or hereafter generated by such Originator with respect to such Receivables. If any Originator fails to perform any of
its agreements or obligations under this Agreement, the Company or its designee (including without limitation the Administrative Agent
following the occurrence of a Termination Event) may (but shall not be required to) itself perform, or cause the performance of, such
agreement or obligation, and the expenses of the Company or its designee (including without limiting the Administrative Agent)
incurred in connection therewith shall be payable by such Originator.
SECTION 7.4 Application of Collections. Any payment by an Obligor in respect of any indebtedness owed by it to any Originator
shall, except as otherwise specified by such Obligor or required by applicable law and unless otherwise instructed by the Servicer (with
the prior written consent of the Administrative Agent) or the Administrative Agent, be applied as a Collection of any Receivable or
Receivables of such Obligor to the extent of any amounts then due and payable thereunder before being applied to any other
indebtedness of such Obligor.
ARTICLE VIII
PURCHASE AND SALE TERMINATION EVENTS
SECTION 8.1 Purchase and Sale Termination Events. Each of the following events or occurrences described in this Section 8.1
shall constitute a Purchase and Sale Termination Event:
(a) The Facility Termination Date (as defined in the Receivables Purchase Agreement) shall have occurred; or
(b) Any Originator shall fail to make any payment or deposit to be made by it hereunder or any other Transaction Document
when due and such failure continues unremedied for three (3) Business Days after the applicable due date therefor; or
(c) Any representation or warranty made or deemed to be made by any Originator under or in connection with this
Agreement, any other Transaction Documents, or any other information or report delivered pursuant hereto or thereto shall prove
to have been false or incorrect in any material respect when made or deemed made, and the event or condition making such
representation or warranty false or incorrect shall, solely to the extent capable of cure, continue unremedied for fifteen (15) days
after the earlier of (x) the date on which the Originator knew of such event or condition and (y) the date on which
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written notice of such failure or condition shall have been given to such Originator by the Company, the Servicer, the Administrative
Agent or any Purchaser; provided, however, that no Purchase and Sale Termination Event shall occur pursuant to this clause (c) as the
result of a breach of a representation, warranty, statement or certificate with respect to any Receivable or Related Rights in the event that
the Originator shall have satisfied its obligations with respect thereto under Section 3.3; or
(d) Any Originator shall fail to perform or observe any other term, covenant or agreement contained in this Agreement on its
part to be performed or observed and such failure shall remain unremedied for fifteen (15) days after the earlier of (i) the date on
which such Originator knew or should have known of such failure and (ii) the date on which written notice of such failure shall
have been given to such Originator by the Company, the Servicer, the Administrative Agent or any Purchaser.
SECTION 8.2 Remedies.
(a) Optional Termination. Upon the occurrence and during the continuation of a Purchase and Sale Termination Event, the
Company shall, with the prior written consent of the Administrative Agent, have the option, by notice to the Originators (with a
copy to the Administrative Agent and the Purchasers), to declare the Purchase Facility as terminated.
(b) Remedies Cumulative. Upon any termination of the Purchase Facility pursuant to Section 8.2(a), the Company shall have,
in addition to all other rights and remedies under this Agreement, all other rights and remedies provided under the UCC of each
applicable jurisdiction and other applicable laws, which rights shall be cumulative.
ARTICLE IX
INDEMNIFICATION
SECTION 9.1 Indemnities by the Originators. Without limiting any other rights which the Company may have hereunder or under
applicable law, each Originator, severally and for itself alone, hereby agrees to indemnify the Company and each of its officers,
directors, employees and agents (each of the foregoing Persons being individually called a Purchase and Sale Indemnified Party),
forthwith on demand, from and against any and all damages, losses, claims, judgments, liabilities and related costs and expenses,
including Attorney Costs (all of the foregoing being collectively called Purchase and Sale Indemnified Amounts) awarded against or
incurred by any of them arising out of or as a result of the failure of such Originator to perform its obligations under this Agreement or
any other Transaction Document, or arising out of the claims asserted against a Purchase and Sale Indemnified Party relating to the
transactions contemplated herein or therein or the use of proceeds thereof or therefrom; excluding, however, (i) Purchase and Sale
Indemnified Amounts to the extent resulting from gross negligence or willful misconduct on the part of such Purchase and Sale
Indemnified Party, (ii) any indemnification which has the effect of recourse for non-payment of the Receivables due to a discharge in
bankruptcy or similar insolvency proceeding or other credit related reasons with respect to the relevant Obligor and (iii) any net income
or franchise tax imposed on such Purchase and Sale Indemnified Party by the jurisdiction under the laws of which such Purchase and
Sale Indemnified Party is organized or any political subdivision thereof. Without limiting the foregoing, and subject to the exclusions set
forth in the preceding
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sentence, each Originator, severally for itself alone, shall indemnify each Purchase and Sale Indemnified Party for Purchase and Sale
Indemnified Amounts relating to or resulting from:
(a) the transfer by such Originator of an interest in any Receivable to any Person other than the Company;
(b) the breach of any representation or warranty made by such Originator (or any of its officers) under or in connection with
this Agreement or any other Transaction Document, or any information or report delivered by such Originator pursuant hereto or
thereto, which shall have been false or incorrect when made or deemed made;
(c) the failure by such Originator to comply with any applicable law, rule or regulation of any Governmental Authority with
respect to any Receivable generated by such Originator sold, contributed or otherwise transferred or purported to be transferred
hereunder or the related Contract, or the nonconformity of any Receivable generated by such Originator sold, contributed or
otherwise transferred or purported to be transferred hereunder or the related Contract with any such applicable law, rule or
regulation;
(d) the failure by such Originator to vest and maintain vested in the Company an ownership interest in the Receivables
generated by such Originator sold, contributed or otherwise transferred or purported to be transferred hereunder free and clear of
any Adverse Claim;
(e) the failure to file, or any delay in filing, by such Originator financing statements or other similar instruments or
documents under the UCC of any applicable jurisdiction or other applicable laws with respect to any Receivables or purported
Receivables generated by such Originator sold or otherwise transferred or purported to be transferred hereunder, whether at the
time of any purchase or contribution or at any subsequent time to the extent required hereunder;
(f) any dispute, claim, offset or defense (other than discharge in bankruptcy or similar insolvency proceeding of an Obligor or
other credit related reasons) of the Obligor to the payment of any Receivable or purported Receivable generated by such Originator
sold or otherwise transferred or purported to be transferred hereunder (including, without limitation, a defense based on such
Receivable or the related Contract not being a legal, valid and binding obligation of such Obligor enforceable against it in
accordance with its terms), or any other claim resulting from the services related to any such Receivable or the furnishing of or
failure to furnish such services;
(g) any product liability claim arising out of or in connection with services that are the subject of any Receivable generated
by such Originator; and
(h) any tax or governmental fee or charge (other than any tax excluded pursuant to clause (iii) in the proviso to the preceding
sentence), all interest and penalties thereon or with respect thereto, and all out-of-pocket costs and expenses, including the
reasonable fees and expenses of counsel in defending against the same, which are required to be paid by reason of the purchase or
ownership of the Receivables generated by such Originator or any Related Security connected with any such Receivables.
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If for any reason the indemnification provided above in this Section 9.1 is unavailable to a Purchase and Sale Indemnified Party or is
insufficient to hold such Purchase and Sale Indemnified Party harmless, then each of the Originators, severally and for itself alone, and
Armstrong, jointly and severally with each Originator, shall contribute to the amount paid or payable by such Purchase and Sale
Indemnified Party to the maximum extent permitted under applicable law.
ARTICLE X
MISCELLANEOUS
SECTION 10.1 Amendments, etc.
(a) The provisions of this Agreement may from time to time be amended, modified or waived, if such amendment,
modification or waiver is in writing and executed by the Company and each Originator, with the prior written consent of the
Administrative Agent.
(b) No failure or delay on the part of the Company, the Servicer, any Originator or any third party beneficiary in exercising
any power or right hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of any such power or right
preclude any other or further exercise thereof or the exercise of any other power or right. No notice to or demand on the Company,
the Servicer or any Originator in any case shall entitle it to any notice or demand in similar or other circumstances. No waiver or
approval by the Company or the Servicer under this Agreement shall, except as may otherwise be stated in such waiver or
approval, be applicable to subsequent transactions. No waiver or approval under this Agreement shall require any similar or
dissimilar waiver or approval thereafter to be granted hereunder.
(c) The Transaction Documents contain a final and complete integration of all prior expressions by the parties hereto with
respect to the subject matter thereof and shall constitute the entire agreement among the parties hereto with respect to the subject
matter thereof, superseding all prior oral or written understandings.
SECTION 10.2 Notices, etc. All notices and other communications provided for hereunder shall, unless otherwise stated herein, be in
writing (including facsimile communication or other electronic means) and shall be personally delivered or sent by certified mail,
postage prepaid, by facsimile, by electronic mail or by regular or overnight mail, to the intended party at the mailing address, facsimile
number or electronic mail address of such party set forth on Schedule V hereto (or in the case of the Administrative Agent or any
Purchaser, at their respective address for notice pursuant to the Receivables Purchase Agreement) or at such other address, facsimile
number or electronic mail address as shall be designated by such party in a written notice to the other parties hereto. All such notices
and communications shall be effective (i) if personally delivered or sent by certified, regular or overnight mail, when received and (ii) if
transmitted by facsimile or electronic mail, when receipt thereof is confirmed (any such transmission by facsimile or electronic mail
shall be followed by hard copy sent by first class mail).
SECTION 10.3 No Waiver; Cumulative Remedies. The remedies herein provided are cumulative and not exclusive of any
remedies provided by law. Without limiting the foregoing, each Originator hereby authorizes the Company, at any time and from time to
time, to the fullest extent permitted by law, to set off, against any obligations of such Originator to the Company
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arising in connection with the Transaction Documents (including, without limitation, amounts payable pursuant to Section 9.1) that are
then due and payable or that are not then due and payable but have accrued, any and all indebtedness at any time owing by the Company
to or for the credit or the account of such Originator.
SECTION 10.4 Binding Effect; Assignability. This Agreement shall be binding upon and inure to the benefit of the Company and
each Originator and their respective successors and permitted assigns. No Originator may assign any of its rights hereunder or any
interest herein without the prior written consent of the Company and the consent of the Administrative Agent. This Agreement shall
create and constitute the continuing obligations of the parties hereto in accordance with its terms, and shall remain in full force and
effect until such time as the parties hereto shall agree. The rights and remedies with respect to any breach of any representation and
warranty made by any Originator pursuant to Article V and the indemnification and payment provisions of Article IX and Section 10.6
shall be continuing and shall survive any termination of this Agreement.
SECTION 10.5 Governing Law. THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE
WITH, THE LAWS OF THE STATE OF NEW YORK WITHOUT REGARD TO ANY OTHERWISE APPLICABLE CONFLICTS
OF LAW PRINCIPLES (OTHER THAN SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS LAW OF THE
STATE OF NEW YORK), AND THE OBLIGATIONS, RIGHTS AND REMEDIES OF THE PARTIES HEREUNDER SHALL BE
DETERMINED IN ACCORDANCE WITH SUCH LAWS.
SECTION 10.6 Costs, Expenses and Taxes. In addition to the obligations of the Originators under Article IX, each Originator,
severally and for itself alone, agrees to pay on demand:
(a) to the Company (and any successor and permitted assigns thereof and third party beneficiaries thereof) all reasonable
costs and expenses incurred by such Person in connection with the enforcement of this Agreement and the other Transaction
Documents; and
(b) all stamp and other taxes (other than any such taxes specifically excluded pursuant to clause (iii) in the proviso to the first
paragraph of Section 9.1) and fees payable in connection with the execution, delivery, filing and recording of this Agreement or
the other Transaction Documents to be delivered hereunder, and agrees to indemnify each Purchase and Sale Indemnified Party
against any liabilities with respect to or resulting from any delay in paying or omission to pay such taxes and fees.
SECTION 10.7 SUBMISSION TO JURISDICTION. EACH PARTY HERETO HEREBY IRREVOCABLY (A) SUBMITS TO
THE NON-EXCLUSIVE JURISDICTION OF ANY COURT OF THE STATE OF NEW YORK LOCATED IN THE BOROUGH OF
MANHATTAN IN THE CITY OF NEW YORK OR THE FEDERAL COURT OF THE UNITED STATES FOR THE SOUTHERN
DISTRICT OF NEW YORK OVER ANY ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO ANY
TRANSACTION DOCUMENT; (B) AGREES THAT ALL CLAIMS IN RESPECT OF SUCH ACTION OR PROCEEDING
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MAY BE HEARD AND DETERMINED IN SUCH STATE OR UNITED STATES FEDERAL COURT; (C) WAIVES, TO THE
FULLEST EXTENT IT MAY EFFECTIVELY DO SO, THE DEFENSE OF AN INCONVENIENT FORUM TO THE
MAINTENANCE OF SUCH ACTION OR PROCEEDING; (D) IRREVOCABLY CONSENTS TO THE SERVICE OF ANY AND
ALL PROCESS IN ANY SUCH ACTION OR PROCEEDING BY THE MAILING OF COPIES OF SUCH PROCESS TO SUCH
PERSON AT ITS ADDRESS SPECIFIED IN SECTION 10.2; AND (E) AGREES THAT A FINAL JUDGMENT IN ANY SUCH
ACTION OR PROCEEDING SHALL BE CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ON
THE JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY LAW. NOTHING IN THIS SECTION 10.7 SHALL AFFECT
THE COMPANYS RIGHT TO SERVE LEGAL PROCESS IN ANY OTHER MANNER PERMITTED BY LAW OR TO BRING
ANY ACTION OR PROCEEDING AGAINST ARMSTRONG, ANY ORIGINATOR OR THEIR RESPECTIVE PROPERTY IN THE
COURTS OF ANY OTHER JURISDICTIONS.
SECTION 10.8 WAIVER OF JURY TRIAL. EACH PARTY HERETO WAIVES ANY RIGHT TO A TRIAL BY JURY IN ANY
ACTION OR PROCEEDING TO ENFORCE OR DEFEND ANY RIGHTS UNDER OR RELATING TO THIS AGREEMENT, ANY
OTHER TRANSACTION DOCUMENT, OR ANY AMENDMENT, INSTRUMENT, DOCUMENT OR AGREEMENT DELIVERED
OR WHICH MAY IN THE FUTURE BE DELIVERED IN CONNECTION HEREWITH OR ARISING FROM ANY
RELATIONSHIP EXISTING IN CONNECTION WITH THIS AGREEMENT OR ANY OTHER TRANSACTION DOCUMENT,
AND AGREES THAT (A) ANY SUCH ACTION OR PROCEEDING SHALL BE TRIED BEFORE A COURT AND NOT BEFORE
A JURY AND (B) ANY PARTY HERETO (OR ANY ASSIGNEE OR THIRD PARTY BENEFICIARY OF THIS AGREEMENT)
MAY FILE AN ORIGINAL COUNTERPART OR A COPY OF THIS AGREEMENT WITH ANY COURT AS WRITTEN
EVIDENCE OF THE CONSENT OF ANY OTHER PARTY OR PARTIES HERETO TO WAIVER OF ITS OR THEIR RIGHT TO
TRIAL BY JURY.
SECTION 10.9 Captions and Cross References; Incorporation by Reference. The various captions (including, without limitation,
the table of contents) in this Agreement are included for convenience only and shall not affect the meaning or interpretation of any
provision of this Agreement. References in this Agreement to any underscored Section or Exhibit are to such Section or Exhibit of this
Agreement, as the case may be. The Exhibits hereto are hereby incorporated by reference into and made a part of this Agreement.
SECTION 10.10 Execution in Counterparts. This Agreement may be executed in any number of counterparts and by different
parties hereto in separate counterparts, each of which when so executed shall be deemed to be an original and all of which when taken
together shall constitute one and the same Agreement.
SECTION 10.11 Acknowledgment and Agreement. (a) By execution below, Armstrong and each other Originator expressly
acknowledge and agree that all of the Companys rights, title, and interests in, to, and under this Agreement (but not its obligations),
shall be assigned by the Company to the Administrative Agent (for the benefit of the Purchasers) pursuant to the Receivables Purchase
Agreement, and Armstrong and each other Originator consent to such assignment. Each of the parties hereto acknowledges and agrees
that the Purchasers and the Administrative Agent are third-party beneficiaries of the rights of the Company arising hereunder and other
the other Transaction Documents to which any Originator is a party.
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(b) By execution below, each Originator acknowledges that each Purchaser and the Administrative Agent are entering into
the Receivables Purchase Agreement in reliance upon the Companys identity as a legal entity separate from any Originator.
SECTION 10.12 No Proceeding. Each Originator and Armstrong hereby agree that, prior to the date which is one year and one day
after payment in full of any amounts owed by the Company hereunder or under any other Transaction Document, it will not institute
against, or join with, encourage or cooperate with any other Person in instituting, against the Company any Insolvency Proceeding. Each
Originator and Armstrong further agree that notwithstanding any provisions contained in this Agreement to the contrary, the Company
shall not, and shall not be obligated to, use any funds to pay any amount in respect of any Company Note or L/C Note or otherwise to
such Originator pursuant to this Agreement unless the Company has received funds which may, subject to Section 1.4 of the
Receivables Purchase Agreement, be used to make such payment. Any amount which the Company does not pay pursuant to the
operation of the preceding sentence shall not constitute a claim (as defined in §101 of the Bankruptcy Code) against or corporate
obligation of the Company by such Originator for any such insufficiency unless and until the provisions of the foregoing sentence are
satisfied. The agreements in this Section 10.12 shall survive any termination of this Agreement.
SECTION 10.13 Limited Recourse. The obligations of the Company under this Agreement are solely the obligations of the
Company. No recourse shall be had for the payment of any amount owing in respect of any fee hereunder or any other obligation or
claim arising out of or based upon this Agreement against any member, employee, officer or director of the Company. The agreements
in this Section 10.13 shall survive any termination of this Agreement.
[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed by their respective officers thereunto duly
authorized as of the date first above written.
ARMSTRONG RECEIVABLES COMPANY
LLC, as Purchaser
By:
Name: Mark A. Telymonde
Title: Assistant Treasurer
Address:

c/o Armstrong World Industries, Inc.
2500 Columbia Ave Lancaster, PA 17603

Attention: Mark A. Telymonde
Telephone: (717) 396-3306
Fax:
(717) 396-6136
S-1
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ORIGINATORS:
ARMSTRONG WORLD INDUSTRIES, INC., as
an Originator
By:
Name: Thomas J. Waters
Title: Vice-President and Treasurer
ARMSTRONG HARDWOOD FLOORING
COMPANY, as an Originator
By:
Name: Thomas J. Waters
Title: Treasurer
S-2
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SERVICER:
ARMSTRONG WORLD INDUSTRIES, INC., as
Servicer
By:
Name: Thomas J. Waters
Title: Vice-President and Treasurer
S-3
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Schedule I
LIST OF ORIGINATORS
Armstrong World Industries, Inc., a Pennsylvania corporation
Armstrong Hardwood Flooring Company, a Tennessee corporation
Schedule I-1
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Schedule II
LOCATION OF BOOKS AND RECORDS OF ORIGINATORS
Originator

Location of Books and Records

Armstrong World Industries, Inc.

2500 Columbia Avenue
Lancaster, PA 17603

Armstrong Hardwood Flooring Company

2500 Columbia Avenue
Lancaster, PA 17603
Schedule II-1
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Schedule III
TRADE NAMES
Legal Name

Trade Names

Armstrong World Industries, Inc.

Place n Press, Inc.
Armstrong Building Products Company
Armstrong Corporate Services Company
Armstrong Floor Products Company
Ascape Designs

Armstrong Hardwood Flooring Company

Armstrong Hardwood Flooring Company
Armstrong Hardwood Flooring Company Inc.
Armstrong Hardwood Flooring Company of TN
T. Morton & Co. Custom Wood Flooring
Timberland Wood Floors

Schedule III-1
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Schedule IV
ACTIONS/SUITS
None.
Schedule IV-1
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Schedule V
NOTICE ADDRESS FOR COMPANY, EACH ORIGINATOR AND ARMSTRONG
Company
Armstrong Receivables Company LLC
c/o Armstrong World Industries, Inc.
2500 Columbia Ave
Lancaster, PA 17603
Attention: Mark A. Telymonde
Telephone: (717) 396-3306
Facsimile: (717) 396-6136
Originators
Armstrong World Industries, Inc.
2500 Columbia Ave
Lancaster, PA 17603
Attention: Mark A. Telymonde
Telephone: (717) 396-3306
Facsimile: (717) 396-6136
Armstrong Hardwood Flooring Company
2500 Columbia Ave
Lancaster, PA 17603
Attention: Mark A. Telymonde
Telephone: (717) 396-3306
Facsimile: (717) 396-6136
Armstrong/Servicer
Armstrong World Industries, Inc.
2500 Columbia Ave
Lancaster, PA 17603
Attention: Mark A. Telymonde
Telephone: (717) 396-3306
Facsimile: (717) 396-6136
Schedule V-1
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Exhibit A
FORM OF PURCHASE REPORT
Originator:

[Name of Originator]

Purchaser:

ARMSTRONG RECEIVABLES COMPANY LLC

Payment Date:
1.

Outstanding Balance of Receivables Purchased:

2.

Fair Market Value Discount:
1/{1 + (Prime Rate x Days Sales Outstanding)}
365
Where:
Prime Rate =
Days Sales Outstanding =

3.

Purchase Price (1 x 2) = $

Letters of Credit: [Account Name]
Exhibit A-1
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Exhibit B
COMPANY NOTE
New York, New York
December __, 2010
FOR VALUE RECEIVED, the undersigned, ARMSTRONG RECEIVABLES COMPANY LLC, a Delaware limited liability
company (the Company), promises to pay to [ORIGINATOR], a [
][
] (Originator), on the terms and subject to the
conditions set forth herein and in the Purchase and Sale Agreement referred to below, the aggregate unpaid Company Note Principal
Balance with respect to this Company Note (the Applicable Principal Balance), as such Applicable Principal Balance is shown in the
records of the Servicer.
1. Purchase and Sale Agreement. This Company Note is one of the Company Notes described in, and is subject to the terms and
conditions set forth in, that certain Purchase and Sale Agreement, dated as of December 10, 2010 (as the same may be amended,
restated, supplemented or otherwise modified in accordance with its terms, the Purchase and Sale Agreement), among the Company,
the Originator, and the various entities listed thereto as originators. Reference is hereby made to the Purchase and Sale Agreement for a
statement of certain other rights and obligations of the Company and the Originator.
2. Definitions. Capitalized terms used (but not defined) herein have the meanings assigned thereto in the Purchase and Sale
Agreement or, if not defined therein, in Exhibit I to the Receivables Purchase Agreement (as defined in the Purchase and Sale
Agreement). In addition, as used herein, the following terms have the following meanings:
Bankruptcy Proceedings has the meaning set forth in clause (b) of paragraph 9 hereof.
Final Maturity Date means the Payment Date immediately following the date that falls one year and one day after the
Facility Termination Date.
Interest Period means the period from and including a Payment Date (or, in the case of the first Interest Period, the date
hereof) to but excluding the next Payment Date.
Senior Interest Holders means, collectively, the Purchasers, the Servicer, the Administrative Agent and the Indemnified
Parties and Affected Persons.
Senior Interests means, collectively, (i) all accrued Discount on the Purchasers Interest, (ii) the fees referred to in
Section 1.5 of the Receivables Purchase Agreement, (iii) all amounts payable pursuant to Sections 1.7, 1.8, 1.9, 1.10, 1.15(a) or 6.4
of the Receivables Purchase Agreement, (iv) the Aggregate Capital, (v) any accrued Servicing Fees and (vi) all other obligations of
the Company and the Servicer that are due and payable, to (a) the Purchasers, the Administrative
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Agent, the Servicer and their respective successors, permitted transferees and assigns arising in connection with the Transaction
Documents and (b) any Indemnified Party or Affected Person arising in connection with the Receivables Purchase Agreement, in
each case, howsoever created, arising or evidenced, whether direct or indirect, absolute or contingent, now or hereafter existing, or
due or to become due, together with any and all interest and Discount accruing on any such amount after the commencement of
any Bankruptcy Proceedings, notwithstanding any provision or rule of law that might restrict the rights of any Senior Interest
Holder, as against the Company or anyone else, to collect such interest.
Subordination Provisions means, collectively, clauses (a) through (l) of paragraph 9 hereof.
3. Interest. Subject to the Subordination Provisions set forth below, the Company promises to pay interest on this Company Note,
from the date hereof to (but excluding) the date on which the entire aggregate Applicable Principal Balance is fully paid. The aggregate
Applicable Principal Balance from time to time outstanding shall bear interest at a rate per annum equal to the sum of (i) 2.0% and
(ii) the rate of interest publicly announced from time to time by The Bank of Nova Scotia, as its prime rate, reference rate or other
comparable rate, as determined by the Servicer.
4. Interest Payment Dates. Subject to the Subordination Provisions set forth below, the Company shall pay accrued interest on this
Company Note on each Payment Date.
5. Basis of Computation. Interest accrued hereunder shall be computed for the actual number of days elapsed on the basis of a 365or 366-day year.
6. Principal Payment Dates. Subject to the Subordination Provisions set forth below, payments of the principal amount of this
Company Note shall be made as follows:
(a) The Applicable Principal Balance of this Company Note shall be reduced by an amount equal to each principal payment
in respect of the Company Note deemed made pursuant to Section 3.1 or 3.3 of the Purchase and Sale Agreement; and
(b) The entire remaining unpaid Applicable Principal Balance shall be paid on the Final Maturity Date.
Subject to the Subordination Provisions set forth below, the Applicable Principal Balance of and accrued interest on this Company Note
may be prepaid by on any Business Day without premium or penalty.
7. Payment Mechanics. All payments of principal and interest hereunder are to be made in lawful money of the United States of
America in the manner specified in Article III of the Purchase and Sale Agreement.
8. Enforcement Expenses. In addition to and not in limitation of the foregoing, but subject to the Subordination Provisions set forth
below and to any limitation imposed by applicable law, the Company agrees to pay all expenses, including reasonable attorneys fees
and legal expenses, incurred by Originator in seeking to collect any amounts payable hereunder which are not paid when due.
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9. Subordination Provisions. The Company covenants and agrees, and Originator and any other holder of this Company Note
(collectively, the Originator and any such other holder are called the Holder), by its acceptance of this Company Note, likewise
covenants and agrees on behalf of itself and any holder of this Company Note, that the payment of the principal amount of and interest
on this Company Note is hereby expressly subordinated in right of payment to the payment and performance of (i) the Senior Interests
and (ii) each L/C Note, to the extent and in the manner set forth in the following clauses of this paragraph 9:
(a) No payment or other distribution of the Companys assets of any kind or character, whether in cash, securities, or other
rights or property, shall be made on account of this Company Note except to the extent such payment or other distribution is
(i) permitted under Section 1(n) of Exhibit IV to the Receivables Purchase Agreement or (ii) made pursuant to clause (a) or (b) of
paragraph 6 of this Company Note;
(b) In the event of any dissolution, winding up, liquidation, readjustment, reorganization or other similar event relating to the
Company, whether voluntary or involuntary, partial or complete, and whether in bankruptcy, insolvency or receivership
proceedings, or upon an assignment for the benefit of creditors, or any other marshalling of the assets and liabilities of the
Company or any sale of all or substantially all of the assets of the Company other than as permitted by the Purchase and Sale
Agreement (such proceedings being herein collectively called Bankruptcy Proceedings), each of the Senior Interests and the
outstanding balance of the L/C Note shall first be paid and performed in full and in cash before the Originator shall be entitled to
receive and to retain any further payment or distribution in respect of this Company Note. In order to implement the foregoing:
(i) all payments and distributions of any kind or character in respect of this Company Note to which the Holder would be entitled
except for this clause (b) shall be made directly to (x) in the case of the Senior Interests, the Administrative Agent (for the benefit
of the Senior Interest Holders), and (y) in the case of any L/C Note, to the holder thereof; (ii) the Holder shall promptly file a claim
or claims, in the form required in any Bankruptcy Proceedings, for the full outstanding amount of this Company Note, and shall
use commercially reasonable efforts to cause said claim or claims to be approved and all payments and other distributions in
respect thereof to be made directly to the Administrative Agent (for the benefit of the Senior Interest Holders) and the holders of
the L/C Notes, respectively, until the Senior Interests and the L/C Notes shall have been paid and performed in full and in cash;
and (iii) the Holder hereby irrevocably agrees that the Administrative Agent (acting on behalf of the Purchasers), in the name of
the Holder or otherwise, may demand, sue for, collect, receive and receipt for any and all such payments or distributions, and file,
prove and vote or consent in any such Bankruptcy Proceedings with respect to any and all claims of the Holder relating to this
Company Note, in each case until the Senior Interests and the L/C Note shall have been paid and performed in full and in cash;
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(c) In the event that the Holder receives any payment or other distribution of any kind or character from the Company or
from any other source whatsoever in respect of this Company Note, other than as expressly permitted by the terms of this
Company Note, such payment or other distribution shall be received in trust for the Senior Interest Holders and the L/C Notes and
shall be turned over by the Holder to (i) the Administrative Agent (for the benefit of the Senior Interest Holders) and (ii) to the
extent the Senior Interests have been paid and performed in full and in cash, to the holders of the L/C Notes forthwith. The Holder
will mark its books and records so as clearly to indicate that this Company Note is subordinated in accordance with the terms
hereof. All payments and distributions received by the Administrative Agent in respect of this Company Note, to the extent
received in or converted into cash, may be applied by the Administrative Agent (for the benefit of the Senior Interest Holders) first
to the payment of any and all expenses (including reasonable attorneys fees and legal expenses) paid or incurred by the Senior
Interest Holders in enforcing these Subordination Provisions, or in endeavoring to collect or realize upon this Company Note, and
any balance thereof shall, solely as between the Originator and the Senior Interest Holders, be applied by the Administrative Agent
(in the order of application set forth in Section 1.4(d) of the Receivables Purchase Agreement) toward the payment of the Senior
Interests; and all payments and distributions received by the holders of the L/C Notes in respect of this Company Note, to the
extent received in or converted into cash, may be applied by such holder first to the payment of any and all expenses (including
reasonable attorneys fees and legal expenses) paid or incurred by the holders of the L/C Notes in enforcing these Subordination
Provisions, or in endeavoring to collect or realize upon this Company Note, and any balance thereof shall, solely as between the
Originator and the holders of the L/C Notes, be applied by such holder toward the payment of the L/C Notes;
(d) Notwithstanding any payments or distributions received by the Senior Interest Holders or the holders of the L/C Notes in
respect of this Company Note, while any Bankruptcy Proceedings are pending the Holder shall not be subrogated to the then
existing rights of the Senior Interest Holders or the holders of the L/C Notes in respect of the Senior Interests or the L/C Notes
until the Senior Interests and the L/C Notes have been paid and performed in full and in cash. If no Bankruptcy Proceedings are
pending, the Holder shall only be entitled to exercise any subrogation rights that it may acquire (by reason of a payment or
distribution to the Senior Interest Holders or the holders of the L/C Notes in respect of this Company Note) to the extent that any
payment arising out of the exercise of such rights would be permitted under Section 1(n) of Exhibit IV to the Receivables Purchase
Agreement;
(e) These Subordination Provisions are intended solely for the purpose of defining the relative rights of the Holder, on the
one hand, and the Senior Interest Holders and the holders of the L/C Notes, on the other hand. Nothing contained in these
Subordination Provisions or elsewhere in this Company Note is intended to or shall impair, as between the Company, its creditors
(other than the Senior Interest Holders and the holders of the L/C Notes) and the Holder, the Companys obligation, which is
unconditional and absolute, to pay Holder the principal of and interest on this Company Note as and when the same shall become
due and payable in accordance with the terms hereof or to affect the relative rights of Holder and creditors of the Company (other
than the Senior Interest Holders and the holders of the L/C Notes);
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(f) The Holder shall not, until the Senior Interests and the L/C Notes have been paid and performed in full and in cash,
(i) cancel, waive, forgive, transfer or assign, or commence legal proceedings to enforce or collect, or subordinate to any obligation
of the Company, howsoever created, arising or evidenced, whether direct or indirect, absolute or contingent, or now or hereafter
existing, or due or to become due, other than the Senior Interests, the L/C Notes, this Company Note or any rights in respect
hereof, or (ii) convert this Company Note into an equity interest in the Company, unless the Holder shall, in either case, have
received the prior written consent of the Administrative Agent, the Purchasers and the Holders of the L/C Notes in each case;
(g) The Holder shall not, without the advance written consent of the Administrative Agent and each Purchaser, commence, or
join with any other Person in commencing, any Bankruptcy Proceedings with respect to the Company until at least one year and
one day shall have passed since the Senior Interests and the L/C Notes shall have been paid and performed in full and in cash;
(h) If, at any time, any payment (in whole or in part) of any Senior Interest or L/C Note is rescinded or must be restored or
returned by a Senior Interest Holder or the holder of any L/C Note, respectively (whether in connection with Bankruptcy
Proceedings or otherwise), these Subordination Provisions shall continue to be effective or shall be reinstated, as the case may be,
as though such payment had not been made;
(i) Each of the Senior Interest Holders or, when no Senior Interests are outstanding, the holders of the L/C Note may, from
time to time, at its sole discretion, without notice to the Holder, and without waiving any of its rights under these Subordination
Provisions, take any or all of the following actions: (i) retain or obtain an interest in any property to secure any of the Senior
Interests or the L/C Notes, as applicable; (ii) retain or obtain the primary or secondary obligations of any other obligor or obligors
with respect to any of the Senior Interests or the L/C Notes, as applicable; (iii) extend or renew for one or more periods (whether
or not longer than the original period), alter or exchange any of the Senior Interests or the L/C Notes, or release or compromise any
obligation of any nature with respect to any of the Senior Interests or the L/C Notes, in each case as applicable; (iv) amend,
supplement, amend and restate, or otherwise modify any Transaction Document; (v) release its security interest in, or surrender,
release or permit any substitution or exchange for all or any part of any rights or property securing any of the Senior Interests or
the L/C Notes, as applicable; or (vi) extend or renew for one or more periods (whether or not longer than the original period), or
release, compromise, alter or exchange any obligations of any nature of any obligor with respect to any rights or property securing
any of the Senior Interests or the L/C Notes, as applicable;
(j) The Holder hereby waives: (i) notice of acceptance of these Subordination Provisions by any of the Senior Interest
Holders or the holders of the L/C Notes, as applicable; (ii) notice of the existence, creation, non-payment or non- performance of
all or any of the Senior Interests and the L/C Notes; and (iii) all diligence in enforcement, collection or protection of, or realization
upon, the Senior Interests and the L/C Notes, or any thereof, or any security therefor;
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(k) Each of the Senior Interest Holders and the holders of the L/C Notes, as applicable may, from time to time, on the terms
and subject to the conditions set forth in the Transaction Documents to which such Persons are party, but without notice to the
Holder, assign or transfer any or all of the Senior Interests or the L/C Notes, as applicable, or any interest therein; and,
notwithstanding any such assignment or transfer or any subsequent assignment or transfer thereof, such Senior Interests or L/C
Notes, as applicable, shall be and remain Senior Interests or L/C Notes, as applicable, for the purposes of these Subordination
Provisions, and every immediate and successive assignee or transferee of any of the Senior Interests or L/C Notes or of any
interest of such assignee or transferee in the Senior Interests or the L/C Notes shall be entitled to the benefits of these
Subordination Provisions to the same extent as if such assignee or transferee were the assignor or transferor; and
(l) These Subordination Provisions constitute a continuing offer from the holder of this Company Note to all Persons who
become the holders of, or who continue to hold, Senior Interests or the L/C Notes, as applicable; and these Subordination
Provisions are made for the benefit of the Senior Interest Holders and the holder of the L/C Note, and the Administrative Agent or
holders of the L/C Notes may proceed to enforce such provisions on behalf of each of such Persons.
10. General. No failure or delay on the part of the Originator in exercising any power or right hereunder shall operate as a waiver
thereof, nor shall any single or partial exercise of any such power or right preclude any other or further exercise thereof or the exercise
of any other power or right. No amendment, modification or waiver of, or consent with respect to, any provision of this Company Note
shall in any event be effective unless (i) the same shall be in writing and signed and delivered by the Company and the Holder and
(ii) all consents required for such actions under the Transaction Documents shall have been received by the appropriate Persons.
11. Maximum Interest. Notwithstanding anything in this Company Note to the contrary, the Company shall never be required to
pay unearned interest on any amount outstanding hereunder and shall never be required to pay interest on the principal amount
outstanding hereunder at a rate in excess of the maximum nonusurious interest rate that may be contracted for, charged or received
under applicable federal or state law (such maximum rate being herein called the Highest Lawful Rate). If the effective rate of interest
that would otherwise be payable under this Company Note would exceed the Highest Lawful Rate, or if the holder of this Company
Note shall receive any unearned interest or shall receive monies that are deemed to constitute interest that would increase the effective
rate of interest payable by the Company under this Company Note to a rate in excess of the Highest Lawful Rate, then (i) the amount of
interest that would otherwise be payable by the Company under this Company Note shall be reduced to the amount allowed by
applicable law, and (ii) any unearned interest paid by the Company or any interest paid by the Company in excess of the Highest Lawful
Rate shall be refunded to the Company. Without limitation of the foregoing, all calculations of the rate of interest contracted for, charged
or received by the Originator under this Company Note that are made for the purpose of determining whether such rate exceeds the
Highest Lawful Rate applicable to the Originator (such Highest Lawful Rate being herein called the Originators Maximum
Permissible Rate) shall be made, to the extent permitted by usury laws applicable to the Originator (now or hereafter enacted), by
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amortizing, prorating and spreading in equal parts over the actual period during which any amount has been outstanding hereunder all
interest at any time contracted for, charged or received by the Originator in connection herewith. If at any time and from time to time
(i) the amount of interest payable to the Originator on any date shall be computed at the Originators Maximum Permissible Rate
pursuant to the provisions of the foregoing sentence and (ii) in respect of any subsequent interest computation period the amount of
interest otherwise payable to the Originator would be less than the amount of interest payable to the Originator computed at the
Originators Maximum Permissible Rate, then the amount of interest payable to Originator in respect of such subsequent interest
computation period shall continue to be computed at the Originators Maximum Permissible Rate until the total amount of interest
payable to the Originator shall equal the total amount of interest that would have been payable to the Originator if the total amount of
interest had been computed without giving effect to the provisions of the foregoing sentence.
12. No Negotiation. This Company Note is not negotiable.
13. Governing Law. THIS COMPANY NOTE SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE
WITH, THE LAWS OF THE STATE OF NEW YORK (WITHOUT GIVING EFFECT TO THE CONFLICT OF LAWS
PRINCIPLES THEREOF).
14. Captions. Paragraph captions used in this Company Note are for convenience only and shall not affect the meaning or
interpretation of any provision of this Company Note.
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IN WITNESS WHEREOF, Armstrong Receivables Company LLC has caused this Company Note to be executed as of the date
first written above.
ARMSTRONG RECEIVABLES COMPANY
LLC, a Delaware limited liability company
By:
Name:
Title:
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Exhibit C
L/C NOTE
New York, New York
December __, 2010
FOR VALUE RECEIVED, the undersigned, ARMSTRONG RECEIVABLES COMPANY LLC, a Delaware limited liability
company (the Company), promises to pay to [ORIGINATOR], a [
][
] (Originator), on the terms and subject to the
conditions set forth herein and in the Purchase and Sale Agreement referred to below, the aggregate unpaid L/C Note Principal Balance
with respect to this L/C Note (the Applicable Principal Balance), as such Applicable Principal Balance is shown in the records of the
Servicer.
1. Purchase and Sale Agreement. This L/C Note is one of the L/C Notes described in, and is subject to the terms and conditions set
forth in, that certain Purchase and Sale Agreement, dated as of December 10, 2010 (as the same may be amended, restated,
supplemented or otherwise modified in accordance with its terms, the Purchase and Sale Agreement), among the Company, the
Originator, and the various entities listed thereto as originators. Reference is hereby made to the Purchase and Sale Agreement for a
statement of certain other rights and obligations of the Company and the Originator.
2. Definitions. Capitalized terms used (but not defined) herein have the meanings assigned thereto in the Purchase and Sale
Agreement or, if not defined therein, in Exhibit I to the Receivables Purchase Agreement (as defined in the Purchase and Sale
Agreement). In addition, as used herein, the following terms have the following meanings:
Bankruptcy Proceedings has the meaning set forth in clause (b) of paragraph 9 hereof.
Final Maturity Date means the Payment Date immediately following the date that falls one year and one day after the
Facility Termination Date.
Interest Period means the period from and including a Payment Date (or, in the case of the first Interest Period, the date
hereof) to but excluding the next Payment Date.
Senior Interest Holders means, collectively, the Purchasers, the Administrative Agent, the Servicer and the Indemnified
Parties and Affected Persons.
Senior Interests means, collectively, (i) all accrued Discount on the Purchasers Interest, (ii) the fees referred to in
Section 1.5 of the Receivables Purchase Agreement, (iii) all amounts payable pursuant to Sections 1.7, 1.8, 1.9, 1.10, 1.15(a) or 6.4
of the Receivables Purchase Agreement, (iv) the Aggregate Capital, (v) all accrued Servicing Fees and (vi) all other obligations of
the Company and the Servicer that are due and payable, to (a) the Purchasers, the Administrative
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Agent, the Servicer and their respective successors, permitted transferees and assigns arising in connection with the Transaction
Documents and (b) any Indemnified Party or Affected Person arising in connection with the Receivables Purchase Agreement, in
each case, howsoever created, arising or evidenced, whether direct or indirect, absolute or contingent, now or hereafter existing, or
due or to become due, together with any and all interest and Discount accruing on any such amount after the commencement of
any Bankruptcy Proceedings, notwithstanding any provision or rule of law that might restrict the rights of any Senior Interest
Holder, as against the Company or anyone else, to collect such interest.
Subordination Provisions means, collectively, clauses (a) through (l) of paragraph 9 hereof.
3. Interest. Subject to the Subordination Provisions set forth below, the Company promises to pay interest on this L/C Note, from
the date hereof to (but excluding) the date on which the entire aggregate Applicable Principal Balance of this L/C Note is fully paid. The
aggregate Applicable Principal Balance from time to time outstanding shall bear interest at a rate per annum equal to the sum of
(i) 2.0% and (ii) the rate of interest publicly announced from time to time by The Bank of Nova Scotia, as its prime rate, reference
rate or other comparable rate, as determined by the Servicer.
4. Interest Payment Dates. Subject to the Subordination Provisions set forth below, the Company shall pay accrued interest on this
L/C Note on each Payment Date.
5. Basis of Computation. Interest accrued hereunder shall be computed for the actual number of days elapsed on the basis of a 365or 366-day year.
6. Principal Payment Dates. Subject to the Subordination Provisions set forth below, payments of the principal amount of this L/C
Note shall be made as follows:
(a) The Applicable Principal Balance of this L/C Note shall be reduced by an amount equal to each principal payment
deemed made in respect of or reduction of the principal amount of the L/C Note pursuant to Section 3.1 or 3.2 of the Purchase and
Sale Agreement; and
(b) The entire remaining Applicable Principal Balance of this L/C Note shall be paid on the Final Maturity Date.
Subject to the Subordination Provisions set forth below, the Applicable Principal Balance of and accrued interest on this L/C Note may
be prepaid by on any Business Day without premium or penalty.
7. Payment Mechanics. All payments of principal and interest hereunder are to be made in lawful money of the United States of
America in the manner specified in Article III of the Purchase and Sale Agreement.
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8. Enforcement Expenses. In addition to and not in limitation of the foregoing, but subject to the Subordination Provisions set forth
below and to any limitation imposed by applicable law, the Company agrees to pay all expenses, including reasonable attorneys fees
and legal expenses, incurred by Originator in seeking to collect any amounts payable hereunder which are not paid when due.
9. Subordination Provisions. The Company covenants and agrees, and Originator and any other holder of this L/C Note
(collectively, the Originator and any such other holder are called the Holder), by its acceptance of this L/C Note, likewise covenants
and agrees on behalf of itself and any holder of this L/C Note, that the payment of the principal amount of and interest on this L/C Note
is hereby expressly subordinated in right of payment to the payment and performance of the Senior Interests to the extent and in the
manner set forth in the following clauses of this paragraph 9:
(a) No payment or other distribution of the Companys assets of any kind or character, whether in cash, securities, or other
rights or property, shall be made on account of this L/C Note except to the extent such payment or other distribution is
(i) permitted under Section 1(n) of Exhibit IV to the Receivables Purchase Agreement or (ii) made pursuant to clause (a) or (b) of
paragraph 6 of this L/C Note;
(b) In the event of any dissolution, winding up, liquidation, readjustment, reorganization or other similar event relating to the
Company, whether voluntary or involuntary, partial or complete, and whether in bankruptcy, insolvency or receivership
proceedings, or upon an assignment for the benefit of creditors, or any other marshalling of the assets and liabilities of the
Company or any sale of all or substantially all of the assets of the Company other than as permitted by the Purchase and Sale
Agreement (such proceedings being herein collectively called Bankruptcy Proceedings), the Senior Interests shall first be paid
and performed in full and in cash before the Originator shall be entitled to receive and to retain any further payment or distribution
in respect of this L/C Note. In order to implement the foregoing: (i) all payments and distributions of any kind or character in
respect of this L/C Note to which the Holder would be entitled except for this clause (b) shall be made directly to the
Administrative Agent (for the benefit of the Senior Interest Holders); (ii) the Holder shall promptly file a claim or claims, in the
form required in any Bankruptcy Proceedings, for the full outstanding amount of this L/C Note, and shall use commercially
reasonable efforts to cause said claim or claims to be approved and all payments and other distributions in respect thereof to be
made directly to the Administrative Agent (for the benefit of the Senior Interest Holders) until the Senior Interests shall have been
paid and performed in full and in cash; and (iii) the Holder hereby irrevocably agrees that the Administrative Agent (acting on
behalf of the Purchasers), in the name of the Holder or otherwise, may demand, sue for, collect, receive and receipt for any and all
such payments or distributions, and file, prove and vote or consent in any such Bankruptcy Proceedings with respect to any and all
claims of the Holder relating to this L/C Note, in each case until the Senior Interests shall have been paid and performed in full and
in cash;
Exhibit C-3

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

(c) In the event that the Holder receives any payment or other distribution of any kind or character from the Company or
from any other source whatsoever in respect of this L/C Note, other than as expressly permitted by the terms of this L/C Note,
such payment or other distribution shall be received in trust for the Senior Interest Holders and shall be turned over by the Holder
to the Administrative Agent (for the benefit of the Senior Interest Holders) forthwith. The Holder will mark its books and records
so as clearly to indicate that this L/C Note is subordinated in accordance with the terms hereof. All payments and distributions
received by the Administrative Agent in respect of this L/C Note, to the extent received in or converted into cash, may be applied
by the Administrative Agent (for the benefit of the Senior Interest Holders) first to the payment of any and all expenses (including
reasonable attorneys fees and legal expenses) paid or incurred by the Senior Interest Holders in enforcing these Subordination
Provisions, or in endeavoring to collect or realize upon this L/C Note, and any balance thereof shall, solely as between the
Originator and the Senior Interest Holders, be applied by the Administrative Agent (in the order of application set forth in
Section 1.4(d) of the Receivables Purchase Agreement) toward the payment of the Senior Interests;
(d) Notwithstanding any payments or distributions received by the Senior Interest Holders in respect of this L/C Note, while
any Bankruptcy Proceedings are pending the Holder shall not be subrogated to the then existing rights of the Senior Interest
Holders in respect of the Senior Interests until the Senior Interests have been paid and performed in full and in cash. If no
Bankruptcy Proceedings are pending, the Holder shall only be entitled to exercise any subrogation rights that it may acquire (by
reason of a payment or distribution to the Senior Interest Holders in respect of this L/C Note) to the extent that any payment
arising out of the exercise of such rights would be permitted under Section 1(n) of Exhibit IV to the Receivables Purchase
Agreement;
(e) These Subordination Provisions are intended solely for the purpose of defining the relative rights of the Holder, on the
one hand, and the Senior Interest Holders on the other hand. Nothing contained in these Subordination Provisions or elsewhere in
this L/C Note is intended to or shall impair, as between the Company, its creditors (other than the Senior Interest Holders) and the
Holder, the Companys obligation, which is unconditional and absolute, to pay Holder the principal of and interest on this L/C
Note as and when the same shall become due and payable in accordance with the terms hereof or to affect the relative rights of
Holder and creditors of the Company (other than the Senior Interest Holders);
(f) The Holder shall not, until the Senior Interests have been paid and performed in full and in cash, (i) cancel, waive,
forgive, transfer or assign, or commence legal proceedings to enforce or collect, or subordinate to any obligation of the Company,
howsoever created, arising or evidenced, whether direct or indirect, absolute or contingent, or now or hereafter existing, or due or
to become due, other than the Senior Interests, this L/C Note or any rights in respect hereof, or (ii) convert this L/C Note into an
equity interest in the Company, unless the Holder shall, in either case, have received the prior written consent of the
Administrative Agent and the Purchasers in each case;
(g) The Holder shall not, without the advance written consent of the Administrative Agent and each Purchaser, commence, or
join with any other Person in commencing, any Bankruptcy Proceedings with respect to the Company until at least one year and
one day shall have passed since the Senior Interests shall have been paid and performed in full and in cash;
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(h) If, at any time, any payment (in whole or in part) of any Senior Interest is rescinded or must be restored or returned by a
Senior Interest Holder (whether in connection with Bankruptcy Proceedings or otherwise), these Subordination Provisions shall
continue to be effective or shall be reinstated, as the case may be, as though such payment had not been made;
(i) Each of the Senior Interest Holders may, from time to time, at its sole discretion, without notice to the Holder, and without
waiving any of its rights under these Subordination Provisions, take any or all of the following actions: (i) retain or obtain an
interest in any property to secure any of the Senior Interests; (ii) retain or obtain the primary or secondary obligations of any other
obligor or obligors with respect to any of the Senior Interests; (iii) extend or renew for one or more periods (whether or not longer
than the original period), alter or exchange any of the Senior Interests, or release or compromise any obligation of any nature with
respect to any of the Senior Interests; (iv) amend, supplement, amend and restate, or otherwise modify any Transaction Document;
(v) release its security interest in, or surrender, release or permit any substitution or exchange for all or any part of any rights or
property securing any of the Senior Interests; or (vi) extend or renew for one or more periods (whether or not longer than the
original period), or release, compromise, alter or exchange any obligations of any nature of any obligor with respect to any rights
or property securing any of the Senior Interests;
(j) The Holder hereby waives: (i) notice of acceptance of these Subordination Provisions by any of the Senior Interest
Holders; (ii) notice of the existence, creation, non-payment or non-performance of all or any of the Senior Interests; and (iii) all
diligence in enforcement, collection or protection of, or realization upon, the Senior Interests, or any thereof, or any security
therefor;
(k) Each of the Senior Interest Holders may, from time to time, on the terms and subject to the conditions set forth in the
Transaction Documents to which such Persons are party, but without notice to the Holder, assign or transfer any or all of the Senior
Interests, or any interest therein; and, notwithstanding any such assignment or transfer or any subsequent assignment or transfer
thereof, such Senior Interests shall be and remain Senior Interests for the purposes of these Subordination Provisions, and every
immediate and successive assignee or transferee of any of the Senior Interests or of any interest of such assignee or transferee in
the Senior Interests shall be entitled to the benefits of these Subordination Provisions to the same extent as if such assignee or
transferee were the assignor or transferor; and
(l) These Subordination Provisions constitute a continuing offer from the holder of this L/C Note to all Persons who become
the holders of, or who continue to hold, Senior Interests; and these Subordination Provisions are made for the benefit of the Senior
Interest Holders, and the Administrative Agent may proceed to enforce such provisions on behalf of each of such Persons.
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10. General. No failure or delay on the part of the Originator in exercising any power or right hereunder shall operate as a waiver
thereof, nor shall any single or partial exercise of any such power or right preclude any other or further exercise thereof or the exercise
of any other power or right. No amendment, modification or waiver of, or consent with respect to, any provision of this L/C Note shall
in any event be effective unless (i) the same shall be in writing and signed and delivered by the Company and the Holder and (ii) all
consents required for such actions under the Transaction Documents shall have been received by the appropriate Persons.
11. Maximum Interest. Notwithstanding anything in this L/C Note to the contrary, the Company shall never be required to pay
unearned interest on any amount outstanding hereunder and shall never be required to pay interest on the principal amount outstanding
hereunder at a rate in excess of the maximum nonusurious interest rate that may be contracted for, charged or received under applicable
federal or state law (such maximum rate being herein called the Highest Lawful Rate). If the effective rate of interest that would
otherwise be payable under this L/C Note would exceed the Highest Lawful Rate, or if the holder of this L/C Note shall receive any
unearned interest or shall receive monies that are deemed to constitute interest that would increase the effective rate of interest payable
by the Company under this L/C Note to a rate in excess of the Highest Lawful Rate, then (i) the amount of interest that would otherwise
be payable by the Company under this L/C Note shall be reduced to the amount allowed by applicable law, and (ii) any unearned
interest paid by the Company or any interest paid by the Company in excess of the Highest Lawful Rate shall be refunded to the
Company. Without limitation of the foregoing, all calculations of the rate of interest contracted for, charged or received by the
Originator under this L/C Note that are made for the purpose of determining whether such rate exceeds the Highest Lawful Rate
applicable to the Originator (such Highest Lawful Rate being herein called the Originators Maximum Permissible Rate) shall be
made, to the extent permitted by usury laws applicable to the Originator (now or hereafter enacted), by amortizing, prorating and
spreading in equal parts over the actual period during which any amount has been outstanding hereunder all interest at any time
contracted for, charged or received by the Originator in connection herewith. If at any time and from time to time (i) the amount of
interest payable to the Originator on any date shall be computed at the Originators Maximum Permissible Rate pursuant to the
provisions of the foregoing sentence and (ii) in respect of any subsequent interest computation period the amount of interest otherwise
payable to the Originator would be less than the amount of interest payable to the Originator computed at the Originators Maximum
Permissible Rate, then the amount of interest payable to Originator in respect of such subsequent interest computation period shall
continue to be computed at the Originators Maximum Permissible Rate until the total amount of interest payable to the Originator shall
equal the total amount of interest that would have been payable to the Originator if the total amount of interest had been computed
without giving effect to the provisions of the foregoing sentence.
12. No Negotiation. This L/C Note is not negotiable.
13. Governing Law. THIS L/C NOTE SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH,
THE LAWS OF THE STATE OF NEW YORK (WITHOUT GIVING EFFECT TO THE CONFLICT OF LAWS PRINCIPLES
THEREOF).
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14. Captions. Paragraph captions used in this L/C Note are for convenience only and shall not affect the meaning or interpretation
of any provision of this L/C Note.
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IN WITNESS WHEREOF, Armstrong Receivables Company LLC has caused this L/C Note to be executed as of the date first
written above.
ARMSTRONG RECEIVABLES COMPANY
LLC, a Delaware limited liability company
By:
Name:
Title:
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Exhibit D
FORM OF JOINDER AGREEMENT
THIS JOINDER AGREEMENT, dated as of ___________, 20___ (this Agreement) is executed by__________, a corporation
organized under the laws of __________ (the Additional Originator), with its principal place of business located at __________.
BACKGROUND:
A. Armstrong Receivables Company LLC (the Company) and the various entities from time to time party thereto, as Originators
(collectively, the Originators), have entered into that certain Purchase and Sale Agreement, dated as of December 10, 2010 (as
amended through the date hereof, and as it may be further amended from time to time, the Purchase and Sale Agreement).
B. The Additional Originator desires to become a Originator pursuant to Section 4.3 of the Purchase and Sale Agreement.
NOW, THEREFORE, in consideration of the foregoing and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Additional Originator hereby agrees as follows:
SECTION 1. Definitions. Capitalized terms used in this Agreement and not otherwise defined herein shall have the meanings
assigned thereto in the Purchase and Sale Agreement or in the Receivables Purchase Agreement (as defined in the Purchase and Sale
Agreement).
SECTION 2. Transaction Documents. The Additional Originator hereby agrees that it shall be bound by all of the terms,
conditions and provisions of, and shall be deemed to be a party to (as if it were an original signatory to), the Purchase and Sale
Agreement and each of the other relevant Transaction Documents. From and after the later of the date hereof and the date that the
Additional Originator has complied with all of the requirements of Section 4.3 of the Purchase and Sale Agreement, the Additional
Originator shall be an Originator for all purposes of the Purchase and Sale Agreement and all other Transaction Documents. The
Additional Originator hereby acknowledges that it has received copies of the Purchase and Sale Agreement and the other Transaction
Documents.
SECTION 3. Representations and Warranties. The Additional Originator hereby makes all of the representations and warranties set
forth in Article V (to the extent applicable) of the Purchase and Sale Agreement as of the date hereof (unless such representations or
warranties relate to an earlier date, in which case as of such earlier date), as if such representations and warranties were fully set forth
herein. The Additional Originator hereby represents and warrants that its location (as defined in the applicable UCC) is [
],and
the offices where the Additional Originator keeps all of its Records and Related Security are as follows:
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SECTION 4. Miscellaneous. This Agreement shall be governed by, and construed in accordance with, the internal laws of the State
of New York without regard to any otherwise applicable conflicts of law principles (other than Sections 5-1401 and 5-1402 of the
General Obligations Law of the State of New York). This Agreement is executed by the Additional Originator for the benefit of the
Company, and its assigns, and each of the foregoing parties may rely hereon. This Agreement shall be binding upon, and shall inure to
the benefit of, the Additional Originator and its successors and permitted assigns.
[Signature Pages Follow]
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IN WITNESS WHEREOF, the undersigned has caused this Agreement to be executed by its duly authorized officer as of the date
and year first above written.
[NAME OF ADDITIONAL ORIGINATOR]
By:
Name:
Title:
Consented to:
ARMSTRONG RECEIVABLES COMPANY LLC
By:
Name:
Title:
Acknowledged by:
THE BANK OF NOVA SCOTIA,
as Administrative Agent
By:
Name:
Title:
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CONFORMED COPY

Annex B to
SECOND OMNIBUS AMENDMENT TO RECEIVABLES PURCHASE AGREEMENT
AND PURCHASE AND SALE AGREEMENT
Dated as of December 21, 2011
RECEIVABLES PURCHASE AGREEMENT
dated as of December 10, 2010
among
ARMSTRONG RECEIVABLES COMPANY LLC,
as Seller
ARMSTRONG WORLD INDUSTRIES, INC.,
as Servicer
LIBERTY STREET FUNDING LLC,
as Conduit Purchaser
and
THE BANK OF NOVA SCOTIA,
as Administrative Agent,
Related Committed Purchaser and LC Bank
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This RECEIVABLES PURCHASE AGREEMENT, as amended on August 1, 2011 and further amended on December 21, 2011
(as it may be further amended, supplemented or otherwise modified from time to time, this Agreement) is entered into as of
December 10, 2010, among ARMSTRONG RECEIVABLES COMPANY LLC, a Delaware limited liability company, as seller (the
Seller), ARMSTRONG WORLD INDUSTRIES, INC., a Pennsylvania corporation (Armstrong), as initial servicer (in such
capacity, together with its successors and permitted assigns in such capacity, the Servicer) and collection agent (in such capacity,
together with its successors and permitted assigns in such capacity, the Collection Agent), LIBERTY STREET FUNDING LLC, a
Delaware limited liability company (Liberty), as Conduit Purchaser (in such capacity, the Conduit Purchaser), and THE BANK OF
NOVA SCOTIA, as Administrative Agent (in such capacity, the Administrative Agent), Related Committed Purchaser for Liberty (in
such capacity, the Related Committed Purchaser), and as issuer of Letters of Credit (in such capacity, the LC Bank).
PRELIMINARY STATEMENTS. Certain terms that are capitalized and used throughout this Agreement are defined in Exhibit I.
References in the Exhibits hereto to the Agreement refer to this Agreement, as amended, supplemented or otherwise modified from
time to time.
WHEREAS, the Seller (i) desires to sell, transfer and assign an undivided variable percentage interest in a pool of receivables, and
the Purchasers desire to acquire such undivided variable percentage interest, as such percentage interest shall be adjusted from time to
time based upon, in part, reinvestment payments that are made by such Purchasers and (ii) may, subject to the terms and conditions
hereof, request that the LC Bank issue or cause the issuance of one or more Letters of Credit.
NOW THEREFORE, in consideration of the mutual agreements, provisions and covenants contained herein, the sufficiency of
which is hereby acknowledged, the parties hereto, intending to be legally bound, agree as follows:
ARTICLE I
AMOUNTS AND TERMS OF THE PURCHASES
Section 1.1 Purchase Facility.
(a) The Seller may, from time to time before the Facility Termination Date, request that:
(i) the Conduit Purchaser makes purchases of and reinvestments in undivided percentage ownership interests with regard to
the Purchasers Interest, and in the event that the Conduit Purchaser denies such request, is unable to fund (and provides notice of
such denial or inability to the Seller and the Administrative Agent) or otherwise does not make such requested purchase or
reinvestment, then the Related Committed Purchasers shall make such purchase or reinvestment to the extent not made by the
Conduit Purchaser in accordance with and subject to the terms hereof; and
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(ii) the LC Bank cause the Issuance of Letters of Credit, and in the event that any such request is made, the LC Bank shall
cause such an Issuance in accordance with and subject to Section 1.17(b) and the other terms hereof
(each such purchase, reinvestment or Issuance is referred to herein as a Purchase). Subject to Section 1.4(b), concerning
reinvestments, at no time will the Conduit Purchaser have any obligation to make a Purchase.
Each Related Committed Purchaser severally hereby agrees, on the terms and subject to the conditions hereof, (x) to make
Participation Advances in connection with any draws under such Letters of Credit equal to such Related Committed Purchasers
Commitment Percentage of such draws, and (y) to make purchases of, and reinvestments in, undivided percentage ownership interests
with regard to the Purchasers Interest from the Seller, in each case from time to time from the date hereof to the Facility Termination
Date (based on its Commitment Percentage).
(b) Notwithstanding Section 1.1(a), under no circumstances shall any Purchaser make any Purchase (including, without limitation,
any mandatory deemed Purchases pursuant to Section 1.1(c)) if, after giving effect to such Purchase:
(i) the sum of the aggregate of such Purchasers Capital plus such Purchasers ratable share of the LC Participation Amount
would exceed the Commitment set forth opposite its name on the signature page hereto, as the same may be reduced from time to
time pursuant to Section 1.1(d) (or, in the case of the Conduit Purchaser, the aggregate of the Conduit Purchasers Capital,
together with the Capital and ratable share of the LC Participation Amount of its Related Committed Purchasers, would exceed the
aggregate of the Commitments of its Related Committed Purchasers),
(ii) the Aggregate Capital plus the LC Participation Amount would (after giving effect to all Purchases on such date) exceed
the Purchase Limit, or
(iii) the Purchasers Interest would exceed 100%.
(the conditions set forth in (i)-(iii) above, the Relevant Conditions).
In addition to the foregoing, under no circumstances shall the LC Bank cause the Issuance of any Letter of Credit (including,
without limitation, any reinstatement or extension of any Letter of Credit) if, after giving effect to such Issuance, the sum of the
Aggregate Capital plus the LC Participation Amount exceeds the Purchase Limit.
(c) In the event that the Seller fails to fully reimburse the LC Bank for the full amount of any drawing under any Letter of Credit
on the applicable Drawing Date (out of its own funds available therefor at such time, out of the LC Collateral Account, or otherwise)
pursuant to Section 1.15 below, and (ii) the conditions precedent to making a Purchase hereunder (including the Relevant Conditions)
are satisfied, the Seller shall (without the requirement of any further action on the part of any Person hereunder) be deemed to have
requested a Purchase from the Conduit Purchaser (and delivered the related Purchase Notice) on such date, pursuant to the terms hereof,
in an amount equal to the amount of such drawing that remains unreimbursed at such time (a Reimbursement Purchase). Subject to
the limitations on funding set forth in this Section 1.1 (and
-2-
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the other requirements and conditions herein), the Conduit Purchaser or Related Committed Purchasers, as applicable, shall fund such
Reimbursement Purchase and deliver the proceeds thereof directly to the Administrative Agent to be immediately distributed to the LC
Bank in satisfaction of the Sellers Reimbursement Obligation pursuant to Section 1.15 below. All such Reimbursement Purchases shall
accrue Discount from the date of such draw. In the event that any Letter of Credit expires or is surrendered without being drawn (in
whole or in part) then, in such event, the foregoing commitment to make Reimbursement Purchases shall expire with respect to such
Letter of Credit and the LC Participation Amount shall automatically reduce by the amount of the Letter of Credit which is no longer
outstanding.
(d) The Seller may, upon at least 30 days written notice to the Administrative Agent, reduce the unfunded portion of the Purchase
Limit in whole or in part (but not below the amount which would cause the sum of (x) aggregate Capital of the Purchasers plus (y) the
LC Participation Amount to exceed the aggregate Commitment of the Purchasers (after giving effect to such reduction); provided that
each partial reduction shall be in the amount of at least $25,000,000 or an integral multiple in excess thereof and, unless terminated in
whole, the Purchase Limit shall in no event be reduced below $75,000,000. Any such reduction shall automatically reduce the
Commitments of the Related Committed Purchasers ratably, based upon the Commitments of each such Related Committed Purchaser.
The Administrative Agent shall advise the Purchasers of any notice received by it pursuant to this Section 1.1(d). In addition to and
without limiting any other requirements for termination, prepayment and/or the funding of the LC Collateral Account hereunder, no
such reduction shall be effective unless and until the amount on deposit in the LC Collateral Account is at least equal to the excess of
(i) the then-outstanding LC Participation Amount over (ii) the Purchase Limit as so reduced by such partial reduction.
Section 1.2 Making Purchases.
(a) Each Purchase with regard to the Purchasers Interest hereunder (other than with respect to any reinvestment, Issuance of a
Letter of Credit, or Reimbursement Purchase) shall be made upon the Sellers irrevocable written notice in the form of Annex B (each,
a Purchase Notice) delivered to the Administrative Agent in accordance with Section 6.2, which notice must be received by the
Administrative Agent before 11:00 a.m., New York City time, at least two Business Days prior to the requested Purchase Date. Each
such notice shall specify: (A) the amount requested to be paid to the Seller (such amount, which shall not be less than $5,000,000 (or
such lesser amount as agreed to by the Administrative Agent on behalf of the Conduit Purchaser) and shall be in integral multiples of
$1,000,000, (B) the date of such Purchase (which shall be a Business Day) and (C) a pro forma calculation of the Purchasers Interest
after giving effect to the increase in the Aggregate Capital.
(b) On the date of each Purchase of undivided percentage ownership interests with regard to the Purchasers Interest hereunder
(other than with respect to any reinvestment, Issuance of a Letter of Credit, or Reimbursement Purchase), the Conduit Purchaser (or the
Administrative Agent on its behalf) or the Related Committed Purchasers, as applicable, shall, upon satisfaction of the applicable
conditions set forth in Exhibit II, make available to the Seller in same day funds, at the account specified in Schedule VII (or such other
account as may be so designated in writing by the Seller to the Administrative Agent), an amount equal to the proceeds of such
Purchase.
-3-
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(c) Effective on the date of each Purchase (other than with respect to the Issuance of a Letter of Credit), the Seller hereby sells and
assigns to the Administrative Agent for the benefit of the Purchasers (ratably, based on each Purchasers Capital) an undivided
percentage ownership interest in, to the extent of the Purchasers Interest: (i) each Pool Receivable then existing, (ii) all Related
Security with respect to such Pool Receivables, and (iii) all Collections with respect to, and other proceeds of, such Pool Receivables
and Related Security.
(d) To secure all of the Sellers obligations (monetary or otherwise) under this Agreement and the other Transaction Documents to
which it is a party, whether now or hereafter existing or arising, due or to become due, direct or indirect, absolute or contingent, the
Seller hereby grants to the Administrative Agent, for the benefit of the Purchasers and their assigns, a security interest in all of the
Sellers right, title and interest (including any undivided interest of the Seller) in, to and under all of the following, whether now or
hereafter owned, existing or arising:
(i) all Pool Receivables,
(ii) all Related Security with respect to such Pool Receivables,
(iii) all Collections with respect to such Pool Receivables,
(iv) the Lock-Box Accounts and the Collection Accounts and all amounts on deposit therein relating to the Pool Receivables,
and all certificates and instruments, if any, from time to time evidencing such Lock-Box Accounts and the Collection Accounts
and amounts on deposit therein relating to the Pool Receivables,
(v) the LC Collateral Account and all amounts on deposit therein, and all certificates and instruments, if any, from time to
time evidencing the LC Collateral Account and amounts on deposit therein,
(vi) all rights (but none of the obligations) of the Seller under the Sale Agreement,
(vii) all proceeds of, and all amounts received or receivable under any or all of, the foregoing, and
(viii) all of its other property (collectively, the Pool Assets);
provided, that upon receipt by the Seller of the Repurchase Price with respect to any Pool Receivables in accordance with Section 3.3 of
the Sale Agreement, such Pool Receivable and all Related Security and Collections with respect thereto immediately shall cease to
constitute Pool Assets and the Administrative Agent shall at the request of the Seller release, assign and convey, as applicable, to the
Seller or its designee, without representation or warranty, but free and clear of any Adverse Claims, all right, title and interest in such
Pool Asset and all Related Security.
The Seller hereby authorizes the Administrative Agent to file financing statements describing the collateral covered thereby as all of
the debtors personal property or assets or words to that effect, notwithstanding that such wording may be broader in scope than the
collateral described in this Agreement. The Administrative Agent (on behalf of the Purchasers and their
-4-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

assigns) shall have, with respect to the Pool Assets, and in addition to all the other rights and remedies available to the Administrative
Agent and the Purchasers, all the rights and remedies of a secured party under any applicable UCC.
(e) The Seller may, with the written consent of the Administrative Agent on behalf of the Conduit Purchaser and the LC Bank, add
additional Persons as Related Committed Purchasers or cause an existing Related Committed Purchaser to increase its Commitment in
connection with a corresponding increase in the Purchase Limit; provided, however that the Commitment of any Related Committed
Purchaser may only be increased with the prior written consent of such Purchaser. Each new Purchaser shall become a party hereto, by
executing and delivering to the Administrative Agent and the Seller, an Assumption Agreement in the form of Annex C hereto (which
Assumption Agreement shall be executed by the Conduit Purchaser, the LC Bank and the Administrative Agent).
(f) Each Related Committed Purchasers obligations hereunder shall be several, but the failure of any Related Committed
Purchaser to make a payment in connection with any Purchase hereunder, or Participation Advance hereunder, as the case may be, shall
not relieve any other Related Committed Purchaser of its obligation hereunder to make payment for any such Purchase or such
Participation Advance. Further, in the event any Related Committed Purchaser fails to satisfy its obligation to make a Purchase or
Participation Advance as required hereunder, upon receipt of notice of such failure from the Administrative Agent, subject to the
limitations set forth herein, the non-defaulting Related Committed Purchasers shall fund the defaulting Related Committed Purchasers
Commitment Percentage of the related Purchase or Participation Advance (net of any amounts funded by such defaulting Related
Committed Purchaser in respect of such Purchase or Participation Advance) pro rata in proportion to their relative Commitment
Percentages (determined without regard to the Commitment Percentage of the defaulting Related Committed Purchaser), up to the
amount that would cause the sum of such Related Committed Purchasers Capital plus its ratable share of the LC Participation Amount
to equal its Commitment hereunder.
Section 1.3 Purchasers Interest Computation. The Purchasers Interest shall initially be computed on the date of the initial
Purchase hereunder. Thereafter, until the Facility Termination Date, such Purchasers Interest shall be automatically recomputed (or
deemed to be recomputed) on each Business Day other than an Amortization Day. From and after the occurrence of any Amortization
Day, the Purchasers Interest shall (until the event(s) giving rise to such Amortization Day are cured or are waived by the
Administrative Agent in accordance with Section 2.2) be deemed to be 100%. The Purchasers Interest shall become zero when (a) the
Aggregate Capital has been reduced to zero and all Aggregate Discount thereon shall have been paid in full, (b) the LC Participation
Amount has been Cash Collateralized in full or all Letters of Credit shall have expired or been cancelled, and (c) all other amounts owed
by the Seller and the Servicer hereunder to the Purchasers, the LC Bank, the Servicer, the Administrative Agent and any other
Indemnified Party or Affected Person are paid in full. Notwithstanding the foregoing, nothing in this Section 1.3 shall be construed to
require the Seller, the Servicer or any Affiliate thereof to make actual computations on a daily basis or to deliver to the Purchasers or the
Administrative Agent a writing setting forth any computation, recomputation or deemed recomputation effected under this Section 1.3,
except as expressly required pursuant to this Agreement.
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Section 1.4 Settlement Procedures.
(a) The collection of the Pool Receivables shall be administered by the Servicer in accordance with this Agreement and the
Intercreditor Agreement. The Seller shall provide to the Servicer on a timely basis all information needed for such administration,
including notice of the occurrence of any Amortization Day and current computations of the Purchasers Interest.
(b) The Servicer shall, on each Business Day on which Collections of Pool Receivables are received (or deemed received) by the
Seller or Servicer or are deposited into the Lock-Box Accounts, deposit all such Collections into a Collection Account and allocate such
Collections in the following order of priority:
(i) The Servicer shall set aside and hold in trust (by book entry or otherwise or, if so requested by the Administrative Agent,
segregated in a separate account approved by the Administrative Agent) for the benefit of each Purchaser (or, in the case of
amounts described in clause (A), the Servicer), out of such Collections, the following amounts in the following order of priority:
(A)

first, an amount equal to the excess of (x) the amount of any Servicing Fee that has accrued through such day and that
remains unpaid over (y) the amount of Collections that have previously been set aside in order to pay such accrued
and unpaid Servicing Fee;

(B)

second, ratably, (i) an amount equal to the excess of (x) the amount of any Aggregate Discount that has accrued
through such day and that remains unpaid over (y) the amount of Collections that have previously been set aside in
order to pay such accrued and unpaid Aggregate Discount, and (ii) an amount equal to the excess of (x) the amount of
any LC Fee that has accrued through such day and that remains unpaid over (y) the amount of Collections that have
previously been set aside in order to pay such accrued and unpaid LC Fee;

(C)

third, an amount equal to the excess of (x) the amount of any Yield Protection Fees that have accrued through such
day and that remain unpaid over (y) the amount of Collections that have previously been set aside in order to pay such
accrued and unpaid Yield Protection Fee; and

(D)

fourth, an amount equal to the excess of (x) the amount of any Fee Letter Fees (other than the LC Fee) that have
accrued through such day and that remain unpaid over (y) the amount of Collections that have previously been set
aside in order to pay such accrued and unpaid Fee Letter Fees (other than the LC Fee).

(ii) If such day is an Amortization Day, the Servicer shall allocate, set aside, segregate and hold in trust (by book entry or
otherwise or, if so requested by the Administrative Agent, segregated in a separate account approved by the Administrative Agent)
for the benefit of the Purchasers, all remaining Collections.
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(iii) In the event that (a) any Conduit Purchaser has delivered a notice (a Declining Notice) to the Administrative Agent
and the Servicer stating that it no longer wishes Collections with respect to any Portion of Capital funded or maintained by it to be
reinvested pursuant to this Section 1.4(b) (a Declining Purchaser) and there is any outstanding Capital with respect to such
Conduit Purchaser, or (b) the Scheduled Termination Date with respect to any Related Committed Purchaser has occurred (an
Exiting Purchaser, and such Scheduled Termination Date, the Exit Date) and there is any outstanding Capital with respect to
such Related Committed Purchaser, the Servicer shall allocate, set aside, segregate and hold in trust (by book entry or otherwise or,
if so requested by the Administrative Agent, segregated in a separate account approved by the Administrative Agent) for the
benefit of such Declining Purchaser or Exiting Purchaser, as applicable, all of such Purchasers ratable share of remaining
Collections (based on the portion of the Aggregate Capital attributable to such Purchaser, provided, that solely for purposes of this
subclause (iii), a Declining Purchasers Capital shall be deemed to remain constant from the date a Declining Notice is delivered
the Administrative Agent and the Servicer, and an Exiting Purchasers Capital shall be deemed to remain constant from its
Scheduled Termination Date, in each case until the date on which sufficient amounts have been set aside for the benefit of such
Declining Purchaser or Exiting Purchaser, as applicable, in order to reduce such Purchasers Capital to zero) up to the amount
necessary to reduce such Purchasers Capital to zero on the next Settlement Date; provided that, in the event that any such
Collections are so set aside for the benefit of a Declining Purchaser or Exiting Purchaser and, prior to the distribution of such
Collections to such Declining Purchaser or Exiting Purchaser on the related Settlement Date, such Purchaser ceases to be a
Declining Purchaser or Exiting Purchaser, as applicable, such Collections shall be reinvested pursuant to subclause (iv) below.
(iv) Subject to Section 1.4(f), any remaining Collections shall be remitted to the Seller, on behalf of each Purchaser (ratably,
according to each Purchasers Capital). Such remainder shall, to the extent representing a return of the Aggregate Capital, be
reinvested automatically in Pool Receivables, and in the Related Security, Collections and other proceeds with respect thereto;
provided, however, that if the Purchasers Interest would exceed 100% after giving effect to any such reinvestment, then the
Servicer shall instead set aside and hold in trust for the benefit of the Purchasers (by book entry or otherwise or, if so requested by
the Administrative Agent, segregated in a separate account approved by the Administrative Agent) the portion of such Collections
that shall equal the amount necessary to reduce the Purchasers Interest to 100%.
(c) On each Settlement Date, the Servicer shall, in accordance with the priorities set forth in Section 1.4(d) below, allocate the
Collections that have been retained pursuant to clause (b), (f) and (g) of Section 1.4 during the Settlement Period relating to such
Settlement Date, and any such Collections that are allocated to a Purchaser in accordance therewith shall (i) be deposited on such
Settlement Date into such Purchasers account (as specified in Schedule VII, as such Schedule VII may be modified from time to time
by the Administrative Agent by reasonable notice to the Seller and the Servicer), or (ii) be paid to the Administrative Agent in
accordance with Section 1.5, as applicable. Notwithstanding the foregoing, if such day is not an Amortization Day and the
Administrative Agent has not notified the Servicer that such right is revoked, the Servicer may pay itself the portion of the Collections
set aside pursuant to subclause (b)(i)(A). Within two
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Business Days of the last day of each Yield Period, the Administrative Agent will notify the Servicer of the amount of the Discount
accrued with respect to each such Portion of Capital during such related Yield Period or portion thereof.
(d) On each Settlement Date, the Servicer shall distribute the amounts described in Section 1.4(c) as follows:
(i) The amounts retained pursuant to Sections 1.4(b)(i) during the related Settlement Period shall be distributed in the
following order of priority:
(A)

first, if the Servicer has set aside amounts pursuant to subclause (b)(i)(A) above and has not paid itself such amounts
pursuant to clause (c) above, to the Servicers own account in payment of any accrued and unpaid Servicing Fees
owing to the Servicer as of the last day of the related Settlement Period;

(B)

second, ratably, (x) to each Purchaser pro rata (based on the Discount owing to the Purchasers on such Settlement
Date), the Discount that accrued on such Purchasers Portions of Capital prior to or during the related Settlement
Period and that remains unpaid as of such Settlement Date, and (y) to the LC Bank, any LC Fee that accrued prior to
or during the related Settlement Period and that remains unpaid as of such Settlement Date;

(C)

third, to each Purchaser pro rata (based on the Yield Protection Fees owing to the Purchasers on such Settlement
Date), the Yield Protection Fees that accrued with respect to such Purchaser prior to or during the related Settlement
Period and that remain unpaid as of such Settlement Date; and

(D)

fourth, to each Purchaser and the Administrative Agent pro rata (based on the Fee Letter Fees (other than the LC Fee)
owing to the Purchasers and the Administrative Agent on such Settlement Date), the Fee Letter Fees (other than the
LC Fee) that accrued prior to or during the related Settlement Period and that remain unpaid as of such Settlement
Date; and

(ii) Any amounts that were set aside during the related Settlement Period pursuant to subclause (b)(ii) or the proviso in clause
(b)(iv) shall be distributed in the following order of priority:
(A)

first, to the LC Collateral Account for the benefit of the Administrative Agent (for the benefit of the LC Bank and the
Related Committed Purchasers), (x) if such distribution occurs on an Amortization Day, the amount necessary to cause
the LC Participation Adjusted Amount to equal zero, and (y) otherwise, the lesser of (I) the amount necessary to cause
the LC Participation Adjusted Amount to equal zero and (II) the amount necessary to reduce the Purchasers Interest
to 100% (after giving effect to such distribution to the LC Collateral Account);
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(B)

second, to the Purchasers pro rata (based upon the outstanding Capital with respect to each such Purchaser) as
payment in respect of outstanding Capital, (x) if such distribution occurs on an Amortization Day, the amount
necessary to reduce such Purchasers Capital to zero and (y) otherwise, the lesser of (I) the amount necessary to
reduce such Purchasers Capital to zero and (II) the amount necessary to reduce the Purchasers Interest to 100%
(after giving effect to the distribution of such amount to the Purchasers and any distributions in the subclauses above);

(C)

third, to the Purchasers, the Administrative Agent and any other Indemnified Party or Affected Person pro rata (based
on the amounts payable to each such Person pursuant this clause third), any other amounts owed to such Persons by
the Seller hereunder; and

(D)

fourth, any remaining Collections shall be paid to the Seller for its own account.

(iii) Any amounts that have been set aside during the related Settlement Period pursuant to subclause (b)(iii) for the benefit of
any Exiting Purchaser or Declining Purchaser and that remain available to be paid to such Existing Purchaser or Declining
Purchaser shall be distributed to such Exiting Purchaser or Declining Purchaser.
(iv) Any remaining Collections shall be paid to the Seller for its own account.
(e) For the purposes of this Section 1.4:
(i) in the event that any Net Reduction Amount is paid in cash by any Originator pursuant to Section 3.3 of the Sale
Agreement, the Seller shall be deemed to have received on such day a Collection of such Pool Receivable in the amount of such
Net Reduction Amount and shall promptly (and in any event within three Business Days) pay such Net Reduction Amount to a
Collection Account (or as otherwise directed by the Administrative Agent at such time) for the benefit of the Purchasers and their
assigns and for application pursuant to Section 1.4;
(ii) in the event that any Repurchase Price is paid in cash by any Originator pursuant to Section 3.3 of the Sale Agreement in
respect of any Pool Receivable, the Seller shall be deemed to have received on the date of such payment a Collection in respect of
such Pool Receivable in the amount of such payment and shall promptly (and in any event within two Business Days of receipt
thereof) deposit such amounts into the Collection Account for the benefit of the Purchasers and their assigns and for application
pursuant to this Section 1.4 (Collections deemed to have been received pursuant to subclause (i) or (ii) of this clause (e) are
hereinafter sometimes referred to as Deemed Collections);
(iii) except as provided in clause (i) or (ii) above or as otherwise required by applicable law or the relevant Contract, all
Collections received from an Obligor of any Pool Receivable shall be applied to the Pool Receivables of such Obligor in the order
of the age of such Pool Receivables, starting with the oldest such Pool Receivable, unless such Obligor designates in writing its
payment for application to specific Pool Receivables; and
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(iv) if and to the extent the Administrative Agent or any Purchaser shall be required for any reason to pay over to an Obligor
(or any trustee, receiver, custodian or similar official in any Insolvency Proceeding) any amount received by it hereunder and pays
over such amount, such amount shall be deemed not to have been so received by such Person but rather to have been retained by
the Seller and, accordingly, such Person shall have a claim against the Seller for such amount, payable when and to the extent that
any distribution from or on behalf of such Obligor is made in respect thereof.
(f) If at any time the Seller shall wish to cause the reduction of Aggregate Capital (but not to commence the liquidation, or
reduction to zero, of the entire Aggregate Capital), the Seller may do so as follows:
(i) the Seller shall give the Administrative Agent and the Servicer written notice in substantially the form of Annex D (each,
a Paydown Notice) at least two Business Days prior to the date of such reduction, which notice shall include the amount of such
proposed reduction and the proposed date on which such reduction will commence;
(ii) on the proposed date of commencement of such reduction and on each day thereafter, the Servicer shall retain (as directed
by the Seller) (i) all or a portion of the Collections that would otherwise be available to be reinvested pursuant to the terms hereof
and (ii) any other amounts that do not constitute Collections that the Seller allocates for such purpose until the aggregate amount
so retained is equal to the desired amount of reduction; and
(iii) the Servicer shall hold such Collections and other amounts in trust for the benefit of each Purchaser, and on the next
Settlement Date (or such other date as agreed to by the Administrative Agent) such Collections and other amounts shall be paid
ratably (based on the Capital of each Purchaser on such Settlement Date) to each Purchaser in order to reduce the Aggregate
Capital. Any such Collections that are so allocated to a Purchaser shall be deposited into such Purchasers account, as specified in
Schedule VII hereto (as such Schedule VII may be modified from time to time by the Administrative Agent by reasonable notice
to the Seller and the Servicer),
provided, that the amount of any such reduction shall be not less than $5,000,000 and shall be an integral multiple of $1,000,000, and
the entire Aggregate Capital after giving effect to such reduction shall be not less than $5,000,000 (unless the Aggregate Capital shall
have been reduced to zero).
(g) If on any day the LC Collateral Amount exceeds the sum of the LC Participation Amount and the amount of any outstanding
Participation Advances (including any Discount accrued thereon) (the LC Obligations), the Administrative Agent shall, on the written
request of the Seller and (or the Servicer at the direction of the Seller) (which request shall set forth the LC Collateral Amount and the
amount of the LC Obligations), on the next Settlement Date transfer to the Servicer funds on deposit in the LC Collateral Account up to
an amount necessary to reduce the LC Collateral Amount to equal the LC Obligations, and the Servicer shall allocate such funds
pursuant to Section 1.4(d) on such Settlement Date as Collections hereunder.
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Section 1.5 Fees. The Seller shall pay to the Administrative Agent for the benefit of the applicable Purchasers, in accordance with
the provisions set forth in Section 1.4(d), certain fees (the Fee Letter Fees) in the amounts and on the dates set forth in one or more
letters, dated the Closing Date, each such letter (as amended, restated, supplemented or otherwise modified from time to time, a Fee
Letter) among the Servicer, the Seller, and the Administrative Agent.
Section 1.6 Payments and Computations, Etc.
(a) All amounts to be paid or deposited by the Seller or the Servicer hereunder or under any other Transaction Document shall be
made without reduction for offset or counterclaim and shall be paid or deposited no later than noon (New York City time) on the day
when due in same day funds to the account or accounts listed on Schedule VII (as such Schedule VII may be modified from time to time
by the Administrative Agent by reasonable notice to the Seller and the Servicer). All amounts received after noon (New York City time)
will be deemed to have been received on the next Business Day.
(b) The Seller or the Servicer, as the case may be, shall, to the extent permitted by law, pay interest on any amount not paid or
deposited by the Seller or the Servicer, as the case may be, when due hereunder, at an interest rate equal to 2.0% per annum above the
Base Rate, payable on demand and, in the case of the Seller, in accordance with Section 1.4.
(c) All computations of interest under clause (b) and all computations of Discount, Fee Letter Fees, Servicing Fees, Yield
Protection Fees and other amounts hereunder shall be made on the basis of a year of 360 (or 365 or 366, as applicable, with respect to
Discount or other amounts calculated by reference to the Base Rate) days for the actual number of days elapsed. Whenever any payment
or deposit to be made hereunder shall be due on a day other than a Business Day, such payment or deposit shall be made on the next
Business Day and such extension of time shall be included in the computation of such payment or deposit.
Section 1.7 Increased Cost and Reduced Return.
(a) If, after the date hereof, the Administrative Agent, any Purchaser, Liquidity Provider or Program Support Provider or any of
their respective Affiliates (each an Affected Person) reasonably determines that the existence of or compliance with (i) FAS 166/167,
(ii) any law, rule, regulation, generally accepted accounting principle or any change therein or in the interpretation or application
thereof, or (iii) any request, guideline or directive from any central bank or other Governmental Authority (whether or not having the
force of law) issued or adopted or occurring after the date hereof affects or would affect the amount of capital required or expected to be
maintained by such Affected Person, and such Affected Person reasonably determines that the increase in the amount of such capital is
attributable to the existence of any commitment to make purchases of (or otherwise to maintain the investment in) Pool Receivables or
issue any Letter of Credit or any related liquidity facility, credit enhancement facility or other commitments of the same type, then, upon
demand by such Affected Person (with a copy to the Administrative Agent), the Seller shall pay to the Administrative Agent, for the
account of such Affected Person, from time to time as specified by such Affected Person, additional amounts sufficient to compensate
such Affected Person for both increased costs and maintenance of bargained for yield in the light of such circumstances, to the extent
that such Affected Person reasonably determines
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such increase in capital to be allocable to the existence of any of such commitments. A certificate (including the certificate contemplated
in Section 1.7(c), an Increased Costs Certificate) as to such amounts submitted to the Seller and the Administrative Agent by such
Affected Person shall be conclusive and binding for all purposes, absent manifest error.
(b) If, after the date hereof, due to either: (i) FAS 166/167, (ii) the introduction of or any change in or in the interpretation of any
law, regulation or rule or (iii) compliance with any guideline or request from any central bank or other Governmental Authority
(whether or not having the force of law) issued or adopted or occurring after the date hereof, there shall be any increase in the cost to
any Affected Person of agreeing to purchase or purchasing, or maintaining the ownership of, the Purchasers Interest (or its portion
thereof) in respect of which Discount is computed by reference to the Euro-Rate, then, upon demand by such Affected Person, the Seller
shall promptly pay to such Affected Person, from time to time as specified by such Affected Person, additional amounts sufficient to
compensate such Affected Person for both increased costs and maintenance of bargained for yield. A certificate (including the certificate
contemplated in Section 1.7(c), a Euro-Dollar Certificate) as to such amounts submitted to the Seller and the Administrative Agent by
such Affected Person shall be conclusive and binding for all purposes, absent manifest error.
(c) Within a reasonable time after any Affected Person has actual knowledge that it is subject to increased capital requirements or
incurs other increased costs pursuant to this Section 1.7, such Affected Person shall notify the Servicer of such fact by submitting a
certificate specifying the applicable law, regulation, guideline or request causing such increased costs, the amount of compensation
requested, and the basis of the calculation thereof.
(d) For the avoidance of doubt, (i) any increase in cost and/or reduction in yield caused by regulatory capital allocation
adjustments due to Statements of Financial Accounting Standards Nos. 166 and 167 (or any future statements or interpretations issued
by the Financial Accounting Standards Board or any successor thereto) (collectively, FAS 166/167), or (ii) any interpretation by the
Financial Accounting Standards Board, or any other change in foreign or domestic generally accepted accounting principles, that would
require the consolidation of some or all of the assets and liabilities of any Conduit Purchaser with those of any of The Bank of Nova
Scotia, the Administrative Agent, any Conduit, any bank, any entity that enters into a commitment to purchase any interest in the
Purchasers Interest or any entity that provides liquidity or credit enhancement, shall be covered by this Section 1.7.
(e) The Seller shall not be under any obligation to compensate any Affected Person under this Section 1.07 with respect to any
such increased costs that arose during any period during the date that is prior to 180 days prior to such Affected Persons increased
Costs Certificate being delivered to the Seller, provided that the foregoing limitation shall not apply to any increased costs arising out of
the retroactive application of any Change in Law within such 180-day period.
(f) Notwithstanding anything herein to the contrary, for purposes of this Section 1.7, (x) the Dodd-Frank Wall Street Reform and
Consumer Protection Act and all requests, rules, guidelines or directives thereunder or issued in connection therewith and (y) all
requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel Committee on Banking
Supervision (or any successor or similar
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authority) or the United States or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be
issued or adopted or occurring after the date hereof, regardless of the date issued, adopted or occurring.
Section 1.8 Requirements of Law. If, after the date hereof, any Affected Person determines that the existence of or compliance with
(a) the introduction of or any change in or in the interpretation of any law, regulation, rule or generally accepted accounting principle or
(b) any guideline or request from any central bank or other Governmental Authority (whether or not having the force of law) made or
issued after the date of this Agreement:
(i) does or shall subject such Affected Person to any increase in the Purchasers Interest (or its portion thereof) or in the
amount of Capital relating thereto,
(ii) does or shall impose, modify or hold applicable any reserve, special deposit, compulsory loan or similar requirement
against assets held by, or deposits or other liabilities in or for the account of, Purchases, advances or loans by, or other credit
extended by, or any other acquisition of funds by, any office of such Affected Person that are not otherwise included in the
determination of the Euro-Rate or the Base Rate hereunder,
and the result of any of the foregoing is: (1) to increase the cost to such Affected Person of agreeing to purchase or purchasing or
maintaining the ownership of undivided percentage ownership interests with regard to, or issuing any Letter of Credit in respect of, the
Purchasers Interest (or interests therein) or any Portion of Capital, or (2) to reduce any amount receivable hereunder (whether directly
or indirectly), then, in any such case, upon demand by such Affected Person, the Seller shall promptly pay to such Affected Person
additional amounts necessary to compensate such Affected Person for such additional cost or reduced amount receivable. All such
amounts shall be payable on demand.
Section 1.9 Funding Losses. The Seller shall compensate each Affected Person, upon written request by such Person, for all losses,
expenses and liabilities (including any interest paid by such Affected Person to lenders of funds borrowed by it to fund or maintain any
Portion of Capital hereunder at an interest rate determined by reference to the Euro-Rate, less amounts earned on reinvestment of such
funds, and any loss sustained by such Person in connection with the re-employment of such funds), which such Affected Person may
sustain with respect to funding or maintaining such Portion of Capital at the Euro-Rate if, for any reason, after the applicable request by
the Seller to fund or maintain such Portion of Capital at an interest rate determined by reference to the Euro-Rate, such funding or
maintenance does not occur on a date specified therefor.
Section 1.10 Taxes. The Seller agrees that:
(a) Any and all payments by the Seller under this Agreement and any other Transaction Document shall be made free and clear of
and without deduction for any Taxes, except to the extent such Taxes are imposed by law. In the event that any Taxes are imposed by
law and required to be withheld from any payment required to be made by the Seller to any Affected Person under any Transaction
Document, then:
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(i) if such Taxes are Taxes other than Excluded Taxes (all such Taxes other than Excluded Taxes shall hereinafter be referred
to as Indemnified Taxes), the amount of such payment shall be increased as may be necessary such that such payment is made,
after withholding or deduction for or on account of such Taxes, in an amount that is not less than the amount provided for herein or
in such other Transaction Document; and
(ii) the Seller shall withhold the full amount of such Taxes from such payment (as increased pursuant to clause (a)(i)) and
shall pay such amount to the Governmental Authority imposing such Taxes to the extent required by applicable law.
(b) In addition, the Seller shall pay any and all Other Taxes imposed to the relevant Governmental Authority imposing such Other
Taxes in accordance with applicable law.
(c) Whenever any Indemnified Taxes are paid by the Seller, as promptly as reasonably practicable thereafter, the Seller shall send
to the Administrative Agent for its own account or for the account of any Affected Person, as the case may be, a certified copy of an
original official receipt showing payment thereof or such other evidence of such payment as may be available to the Seller and
acceptable to the taxing authorities having jurisdiction over such Person. If the Seller fails to pay any Indemnified Taxes when due to
the appropriate taxing authority or fails to remit to the Administrative Agent the required receipts or other required documentary
evidence, the Seller shall indemnify the Administrative Agent and/or any other Affected Person, as applicable, for any incremental
Taxes, interest or penalties that may become payable by such party as a result of any such failure
(d) The Seller shall indemnify each Affected Person, within ten days after written demand therefor, for the full amount of any
Indemnified Taxes levied, imposed or assessed on (and whether or not paid directly by) such Affected Person on or with respect to any
payment by or on account of any obligation of the Seller hereunder (including Indemnified Taxes imposed or asserted on or attributable
to amounts payable under this Section 1.10) and any penalties, interest and reasonable expenses arising therefrom or with respect
thereto, whether or not such Indemnified Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority.
None of Sections 1.7, 3.1, 3.2 or 6.4 shall apply to Taxes, which shall be governed exclusively by this Section 1.10.
(e) If an Affected Person determines, in its sole discretion, that it has received a refund of any Taxes or Other Taxes as to which it
has been indemnified by the Seller, it shall pay over such refund to the Seller (but only to the extent of indemnity payments made, or
additional amounts paid, by the Seller under this Section 1.10 with respect to the Taxes or Other Taxes giving rise to such refund), net of
all out-of-pocket expenses of such Affected Person and without interest (other than any interest paid by the relevant Governmental
Authority with respect to such refund net of any applicable Taxes payable in respect of such interest); provided, that the Seller, upon the
request of such Affected Person, agrees to repay the amount paid over to the Seller (plus any penalties, interest or other charges imposed
by the relevant Governmental Authority) to such Affected Person in the event such Affected Person is required to repay such refund to
such Governmental Authority. This Section 1.10 shall not be construed to require any Affected Person to make available its tax returns
(or any other information relating to its Taxes that it deems confidential) to the Seller or any other Person.
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(f) If an Affected Person requests indemnification or repayment under this Section 1.10, a certificate describing in reasonable
detail such amounts and the basis for such Affected Persons demand for such amounts shall be submitted to the Seller and the
Administrative Agent by such Affected Person and shall be conclusive and binding for all purposes, absent manifest error.
(g) To the extent legally entitled, each Affected Person shall, immediately upon becoming a party hereto, and thereafter upon the
reasonable request of the Seller, furnish to the Seller a duly executed and completed copy of Internal Revenue Service Form W-9, W-8
BEN, W-8 ECI or W-8 IMY, or successor forms (as applicable), and such other forms, certificates, statements or documents reasonably
requested by Seller as evidence of such Affected Persons exemption from the withholding of United States tax with respect thereto.
Each Affected Person promptly shall notify the Seller of any change in circumstance which would modify or render invalid any claimed
exemption from withholding after such Affected Persons knowledge thereof.
(h) Upon the written request of the Seller, any Affected Person claiming or which would be entitled to claim a right to receive
payment under this Section 1.10 shall use reasonable efforts to assign its rights and obligations hereunder to another of its offices,
branches or affiliates, if, in the judgment of such Affected Person, such designation or assignment (i) would eliminate or reduce amounts
payable pursuant to this Section 1.10 in the future and (ii) would not subject such Affected Person to any unreimbursed cost or expense
and the effectuation of such assignment would not otherwise be disadvantageous to such Affected Person. The Seller hereby agrees to
pay all reasonable costs and expenses incurred by any Affected Person in connection with any such designation or assignment.
(i) The Seller, each Affected Person and each Participant acknowledge and agree that it is their mutual intent that, solely for U.S.
federal and all applicable state and local income and franchise Tax purposes, the acquisition of an interest in the Receivables Pool
pursuant to this Agreement shall be treated as debt financing provided to the Seller secured by the Receivables Pool. Further, each of the
Seller, each Affected Person and each Participant (respectively) covenants to the Seller and every other Affected Person and Participant
to adhere to, and take no action inconsistent with, the aforementioned treatment for U.S. federal and all applicable state and local
income and franchise Tax purposes in all Tax filings, reports and returns and otherwise, except (and solely to the extent) otherwise
required by applicable law.
Section 1.11 Inability to Determine Euro-Rate.
(a) If the Administrative Agent (or any Purchaser) determines before the first day of any Yield Period (which determination shall
be final and conclusive) that, by reason of circumstances affecting the interbank eurodollar market generally (i) deposits in dollars (in
the relevant amounts for such Yield Period) are not being offered to banks in the interbank eurodollar market for such Yield Period,
(ii) adequate means do not exist for ascertaining the Euro-Rate for such Yield Period or (iii) the Euro-Rate does not accurately reflect
the cost to any Purchaser (as determined by the related Purchaser) of maintaining any Portion of Capital during such Yield Period, then
the Administrative Agent shall give notice thereof to the Seller. Thereafter, until the Administrative Agent or such Purchaser notifies the
Seller that the circumstances giving rise to such suspension no longer exist, (a) no Portion of Capital shall be funded by the affected
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Purchaser(s) at the Alternate Rate determined by reference to the Euro-Rate and (b) the Discount for any outstanding Portions of Capital
then funded by the affected Purchaser(s) at the Alternate Rate determined by reference to the Euro-Rate shall, on the last day of the then
current Yield Period, be converted to the Alternate Rate determined by reference to the Base Rate.
(b) If, on or before the first day of any Yield Period, the Administrative Agent shall have been notified by any Affected Person that
such Affected Person has determined (which determination shall be final and conclusive) that, any enactment, promulgation or adoption
of or any change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by a
governmental authority, central bank or comparable agency charged with the interpretation or administration thereof, or compliance by
such Person with any guideline, request or directive (whether or not having the force of law) of any such authority, central bank or
comparable agency shall make it unlawful or impossible for such Person to fund or maintain any Portion of Capital at the Alternate Rate
and based upon the Euro-Rate, the Administrative Agent shall notify the Seller thereof. Upon receipt of such notice, until the
Administrative Agent notifies the Seller that the circumstances giving rise to such determination no longer apply, (a) no Portion of
Capital in respect of such Affected Person shall be funded at the Alternate Rate determined by reference to the Euro-Rate and (b) the
Discount for any outstanding Portions of Capital then funded at the Alternate Rate determined by reference to the Euro-Rate shall be
converted to the Alternate Rate determined by reference to the Base Rate either (i) on the last day of the then current Yield Period if
such Person may lawfully continue to maintain such Portion of Capital at the Alternate Rate determined by reference to the Euro-Rate to
such day, or (ii) immediately, if such Person may not lawfully continue to maintain such Portion of Capital at the Alternate Rate
determined by reference to the Euro-Rate to such day.
Section 1.12 Letters of Credit.
Subject to the terms and conditions hereof, the LC Bank shall issue or cause the Issuance of Letters of Credit at the direction of the
Seller (and, if applicable, on behalf of any Originator, Armstrong or other Affiliate of Armstrong in favor of such beneficiaries as such
Person may elect); provided, however, that the LC Bank will not be required to issue or cause the Issuance of any Letters of Credit in the
event that, after giving effect to such Issuance, (x) the sum of the Aggregate Capital plus the LC Participation Amount would exceed the
Purchase Limit, or (y) the Purchasers Interest would exceed 100%. All amounts drawn upon Letters of Credit shall accrue Discount.
The LC Participation Amount shall not accrue Discount.
Section 1.13 Issuance of Letters of Credit.
(a) In the case of the Initial Letter of Credit, the Seller shall be deemed to have requested the Issuance of the Initial Letter of Credit
without any further action on the Closing Date, and, subject to Section 1.17(b) and the other terms hereof, the LC Bank shall cause such
Issuance on the date of the issuance of the Jackson County Bonds. In the case of any subsequent Letter of Credit, the Seller may request
that the LC Bank issue a Letter of Credit by delivering to the Administrative Agent, at or prior to 11:00 a.m., New York time, on the
second Business Day prior to the date of such requested Issuance, (i) the LC Banks form of Letter of Credit Application (the Letter of
Credit Application), substantially in the form of Annex G attached hereto, completed to the satisfaction of the Administrative Agent
and the LC Bank, and (ii) a Purchase
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Notice, in the form of Annex B attached hereto, along with (iii) such other certificates, documents and other papers and information as
the Administrative Agent may reasonably request. The Seller also has the right to give instructions and make agreements with respect to
any Letter of Credit Application and the disposition of documents, and to agree with the Administrative Agent upon any amendment,
extension or renewal of any Letter of Credit.
(b) Each Letter of Credit shall, among other things:
(i) provide for the payment of sight drafts or other written demands for payment when presented for honor thereunder in
accordance with the terms thereof and when accompanied by the documents described therein,
(ii) permit the LC Bank to give notice to the beneficiary of such Letter of Credit of the occurrence of any LC Wind-Down
Event and instruct such beneficiary to draw the full available amount under such Letter of Credit within a period of time specified
in such Letter of Credit, and
(iii) have an expiry date not later than seven (7) days prior to the Facility Termination Date the in effect. Each Letter of
Credit shall be subject either to (x) the Uniform Customs and Practice for Documentary Credits (2007 Revision), International
Chamber of Commerce Publication No. 600, and any amendments or revisions thereof adhered to by the LC Bank, or (y) the
International Standby Practices (ISP98-International Chamber of Commerce Publication Number 590), and any amendments or
revisions thereof adhered to by the LC Bank, as determined by the LC Bank.
(c) The Administrative Agent shall promptly notify the LC Bank, at its address for notices hereunder, and each Related Committed
Purchaser of the request by the Seller for a Letter of Credit hereunder, and shall provide the LC Bank with the Letter of Credit
Application delivered to the Administrative Agent by the Seller pursuant to clause (a) above by the close of business on the day
received, or if received on a day that is not a Business Day or on any Business Day after 11:00 a.m., New York time, on such day, on the
next Business Day.
Section 1.14 Requirements For Issuance of Letters of Credit.
(a) The Seller shall authorize and direct the LC Bank to name the Seller as the Applicant or Account Party of each Letter of
Credit, provided, that any such Letter of Credit may indicate that it is issued at the request of any Originator or Affiliate of an
Originator designated by the Seller.
(b) In the case of any Letter of Credit that by its terms (i) is subject to reinstatement or (ii) may be automatically extended on the
failure of the related LC Bank to provide specific notice or instruction not to so extend, any such reinstatement or extension shall be
deemed an Issuance hereunder, and shall accordingly be subject to the satisfaction of the conditions precedent set forth in Section 1.12,
Section 2 of Exhibit II (other than clause 2(a)) and any other provisions herein governing the Issuance of Letters of Credit. The LC
Bank shall not enter into a Letter of Credit described in the previous sentence unless such Letter of Credit permits the LC Bank to refuse
to (i) reinstate such Letter of Credit if any of the conditions precedent to an Issuance of a Letter of Credit hereunder are not met at the
time of such reinstatement, or (ii) extend such Letter of Credit if any of
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the conditions precedent to an Issuance of a Letter of Credit hereunder are not met on the date of such extension or such extension
would cause the expiry date of such Letter of Credit to be later than seven (7) days prior to the Facility Termination Date in effect on the
date of such extension. In the event that LC Bank refuses to reinstate or extend a Letter of Credit pursuant to this clause (b), the LC
Bank shall be entitled to provide any notices of such decision as set forth in such Letter of Credit, and to instruct the beneficiary to draw
on such Letter of Credit to the extent set forth in such Letter of Credit.
Section 1.15 Disbursements, Reimbursement.
(a) In the event of any request for a drawing under a Letter of Credit by the beneficiary or transferee thereof, the LC Bank will
promptly notify the Administrative Agent, each Related Committed Purchaser and the Seller of such request. Provided that it shall have
received such notice, the Seller shall reimburse the LC Bank at or prior to 11:00 a.m., New York time, on the date that such drawing
occurs (each such date, a Drawing Date) in an amount equal to the amount paid by the LC Bank under such Letter of Credit in respect
of such drawing (such obligation to reimburse the LC Bank shall sometimes be referred to as a Reimbursement Obligation). The
Seller shall be entitled to direct the Administrative Agent to apply any funds on deposit in the LC Collateral Account to satisfy its
Reimbursement Obligation pursuant to this clause (a). The failure of the Seller to satisfy a Reimbursement Obligation at or prior to the
time specified above shall not give rise to a Termination Event hereunder, provided, that in the event of such failure, the Seller shall
have an absolute obligation, secured by all of the Pool Assets, to reimburse each Related Committed Purchaser that makes a
Participation Advance to the LC Bank as set forth in clause (c) below.
(b) In the event the Seller fails to satisfy any Reimbursement Obligation at or prior to 11:00 a.m., New York time, on the Drawing
Date, the LC Bank promptly will notify each Purchaser thereof, and the Seller shall be deemed to have requested that a Reimbursement
Purchase be made by the Conduit Purchaser or Related Committed Purchasers, as applicable, pursuant to Section 1.1(c), to be disbursed
on the Drawing Date under such Letter of Credit, subject to the satisfaction of the applicable conditions set forth in Exhibit II. Any
notice given by the LC Bank pursuant to this Section may be oral if immediately confirmed in writing; provided that the lack of such an
immediate confirmation shall not affect the conclusiveness or binding effect of such notice.
Upon the receipt of any notice given pursuant to this clause (b), the Conduit Purchaser (or the Administrative Agent on its behalf)
or the Related Committed Purchasers, as applicable, shall, upon satisfaction of the applicable conditions set forth in Exhibit II, make
available to the LC Bank in immediately available funds an amount equal to its Commitment Percentage of the amount of the unpaid
Reimbursement Obligation, whereupon the Conduit Purchaser or Related Committed Purchasers, as applicable, shall be deemed to have
made a Reimbursement Purchase in that amount.
(c) If, because the conditions precedent for Purchases set forth in Exhibit II are not met or for any other reason, neither the Conduit
Purchaser nor the Related Committed Purchasers make the Reimbursement Purchase pursuant to clause (b), the LC Bank will promptly
notify each Related Committed Purchaser of such failure. Any notice given by the LC Bank pursuant to this Section may be oral if
immediately confirmed in writing; provided that the lack of such an immediate confirmation shall not affect the conclusiveness or
binding effect of such notice.
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Upon the receipt of any notice given pursuant to this clause (c), each Related Committed Purchaser shall make an advance (a
Participation Advance) in exchange for a participation interest in the related Letter of Credit by making available to the LC Bank an
amount in immediately available funds equal to its Commitment Percentage multiplied by the amount of such drawing. Each Related
Committed Purchasers Commitment to make Participation Advances shall continue until the last to occur of any of the following
events: (A) the LC Bank ceases to be obligated to issue or cause to be issued Letters of Credit hereunder; (B) no Letter of Credit issued
hereunder remains outstanding and uncancelled; and (C) all Persons (other than the Seller) have been fully reimbursed for all payments
made under or relating to Letters of Credit.
Upon the funding of a Participation Advance by any Related Committed Purchaser, the Seller shall have an obligation to reimburse
the Related Committed Purchaser for the amount of such Advance, plus any accrued Discount as set forth herein, and the Sellers
obligation to reimburse the LC Bank shall be correspondingly reduced by the amount of such Participation Advance.
Section 1.16 Repayment of Participation Advances.
(a) Upon (and only upon) receipt by the LC Bank for its account of immediately available funds from or for the account of the
Seller in reimbursement of any draws under a Letter of Credit with respect to which any Related Committed Purchaser has made a
Participation Advance to the LC Bank, the LC Bank will pay to each Related Committed Purchaser its ratable allocation of such funds
(based on the outstanding Capital of such Related Committed Purchasers and the LC Bank), in the same funds as those received by the
LC Bank; it being understood that the LC Bank shall retain a ratable amount of such funds that were not the subject of any Participation
Advance in respect of such Letter of Credit by any Related Committed Purchaser.
(b) If the LC Bank is required at any time to return to the Seller, or to a trustee, receiver, liquidator, custodian, or any official in
any insolvency proceeding, any portion of the payments made by the Seller to the LC Bank pursuant to this Agreement in
reimbursement of a payment made under the Letter of Credit or interest or fee thereon, each Related Committed Purchaser shall, on
demand of the LC Bank, forthwith return to the LC Bank the amount of its Commitment Percentage of any amounts so returned by the
LC Bank pursuant to clause (a) above, plus interest at the Federal Funds Rate.
Section 1.17 Documentation.
(a) The Seller agrees to be bound by the terms of the Letter of Credit Application, by the LC Banks reasonable interpretations of
any Letter of Credit issued for the Seller, and by the LC Banks written regulations and customary practices relating to letters of credit,
notwithstanding that the LC Banks interpretation of such regulations and practices may be different from the Sellers own. In the event
of a conflict between the Letter of Credit Application and this Agreement, this Agreement shall govern. The LC Bank shall not be liable
for any error, negligence and/or mistakes, whether of omission or commission, in following the Sellers instructions or those contained
in the Letters of Credit or any modifications, amendments or supplements thereto, other than in the case of gross negligence or willful
misconduct by the LC Bank.
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(b) Notwithstanding any other provision herein or in any other Transaction Document, the LC Bank shall be under no obligation to
issue any Letter of Credit that the Seller has requested be issued in a form to which the LC Bank has not agreed in good faith and in its
sole discretion.
Section 1.18 Determination to Honor Drawing Request.
In determining whether to honor any request for drawing under any Letter of Credit by the beneficiary thereof, the LC Bank shall
be responsible only to determine that the documents and certificates required to be delivered under such Letter of Credit have been
delivered and that they comply on their face with the requirements of such Letter of Credit, and that any other drawing condition
appearing on the face of such Letter of Credit has been satisfied in the manner so set forth (the delivery of such documents and the
satisfaction of such conditions precedent, the Applicable Conditions). Notwithstanding anything to the contrary herein or in any other
Transaction Document, there shall be no conditions precedent to any such drawing other than the Applicable Conditions.
Section 1.19 Nature of Participation and Reimbursement Obligations.
Notwithstanding anything to the contrary herein or in any other Transaction Document, each Related Committed Purchasers
obligation in accordance with this Agreement to make Participation Advances as a result of a drawing under a Letter of Credit, and the
obligations of the Seller to reimburse the LC Bank (or to reimburse any Purchaser that reimburses the LC Bank) upon a draw under a
Letter of Credit, shall be absolute, unconditional and irrevocable, and shall be performed strictly in accordance with the terms of this
Article I under all circumstances, including without limitation the following circumstances:
(i) any set-off, counterclaim, recoupment, defense or other right which such Related Committed Purchaser may have against
the LC Bank, the Administrative Agent, any other Purchaser, the Seller or any other Person for any reason whatsoever;
(ii) the failure of the Seller or any other Person to comply with any conditions set forth in this Agreement, including without
limitation the conditions for the making of a purchase, reinvestments, requests for Letters of Credit or otherwise, it being
acknowledged that such conditions are not required for the making of Participation Advances hereunder;
(iii) any lack of validity or enforceability of any Letter of Credit;
(iv) any claim of breach of warranty that might be made by the Seller, the LC Bank or any Related Committed Purchaser
against the beneficiary of a Letter of Credit, or the existence of any claim, set-off, defense or other right which the Seller, the LC
Bank or any Related Committed Purchaser may have at any time against a beneficiary, any successor beneficiary or any transferee
of any Letter of Credit or the proceeds thereof (or any Persons for whom any such transferee may be acting), the LC Bank, any
Related Committed Purchaser, any other Purchaser or any other Person, whether in connection
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with this Agreement, the transactions contemplated herein or any unrelated transaction (including any underlying transaction
between the Seller or any Subsidiaries of the Seller or any Affiliates of the Seller and the beneficiary for which any Letter of
Credit was procured);
(v) the lack of power or authority of any signer of, or lack of validity, sufficiency, accuracy, enforceability or genuineness of,
any draft, demand, instrument, certificate or other document presented under any Letter of Credit, or any such draft, demand,
instrument, certificate or other document proving to be forged, fraudulent, invalid, defective or insufficient in any respect or any
statement therein being untrue or inaccurate in any respect, even if the Administrative Agent or the LC Bank has been notified
thereof;
(vi) payment by the LC Bank under any Letter of Credit against presentation of a demand, draft or certificate or other
document which does not comply with the terms of such Letter of Credit other than as a result of the gross negligence or willful
misconduct of the LC Bank;
(vii) the solvency of, or any acts or omissions by, any beneficiary of any Letter of Credit, or any other Person having a role in
any transaction or obligation relating to a Letter of Credit, or the existence, nature, quality, quantity, condition, value or other
characteristic of any property or services relating to a Letter of Credit;
(viii) any failure by the LC Bank or any of the LC Banks Affiliates to issue any Letter of Credit in the form requested by the
Seller, unless the LC Bank has received written notice from the Seller of such failure within three Business Days after the LC
Bank shall have furnished the Seller a copy of such Letter of Credit and such error is material and no drawing has been made
thereon prior to receipt of such notice;
(ix) any Material Adverse Effect on the Seller, any Originator or any Affiliates thereof;
(x) any breach of this Agreement or any Transaction Document by any party thereto;
(xi) the occurrence or continuance of an Insolvency Proceeding with respect to the Seller, any Originator or any Affiliate
thereof;
(xii) the fact that a Termination Event or an Incipient Termination Event shall have occurred and be continuing;
(xiii) the fact that this Agreement or the obligations of Seller or Servicer hereunder shall have been terminated; and
(xiv) any other circumstance or happening whatsoever, whether or not similar to any of the foregoing.
Section 1.20 Letter of Credit Amounts.
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Unless otherwise specified herein, the amount of a Letter of Credit at any time shall be deemed to be the stated amount of such
Letter of Credit in effect at such time; provided, however, that with respect to any Letter of Credit that, by its terms or the terms of any
LC Issuer Document related thereto, provides for one or more automatic increases in the stated amount thereof, the amount of such
Letter of Credit shall be deemed to be the maximum stated amount of such Letter of Credit after giving effect to all such increases,
whether or not such maximum stated amount is in effect at such time.
Section 1.21 Source of Funds.
All payments made by the LC Bank pursuant to any Letter of Credit shall be made from funds of the LC Bank, and not from the
funds of any other Person.
Section 1.22 Indemnity.
In addition to other amounts payable hereunder, the Seller hereby agrees to protect, indemnify, pay and save harmless the
Administrative Agent, the LC Bank, each Related Committed Purchaser and any of the LC Banks Affiliates that have issued a Letter of
Credit (provided, that the Issuance of a Letter of Credit by an Affiliate of the LC Bank shall not limit the obligations of the LC Bank
hereunder) from and against any and all claims, demands, liabilities, damages, taxes, penalties, interest, judgments, losses, costs,
charges and expenses (including Attorney Costs) that the Administrative Agent, the LC Bank, any Related Committed Purchaser or any
of their respective Affiliates may incur or be subject to as a consequence, direct or indirect, of the Issuance of any Letter of Credit,
unless resulting from (a) the gross negligence or willful misconduct of the party to be indemnified or (b) the wrongful dishonor by the
LC Bank of a proper demand for payment made under any Letter of Credit, except if such dishonor resulted from any act or omission,
whether rightful or wrongful, of any present or future de jure or de facto Governmental Authority (all such acts or omissions herein
called Governmental Acts).
Section 1.23 Liability for Acts and Omissions.
As between the Seller, on the one hand, and the Administrative Agent, the LC Bank and the Purchasers, on the other, the Seller
assumes all risks of the acts and omissions of, or misuse of the Letters of Credit by, the respective beneficiaries of such Letters of
Credit. In furtherance and not in limitation of the foregoing, none of the Administrative Agent, the LC Bank or any Purchaser shall be
responsible for: (i) the form, validity, sufficiency, accuracy, genuineness or legal effect of any document submitted by any party in
connection with the application for an Issuance of any such Letter of Credit, even if it should in fact prove to be in any or all respects
invalid, insufficient, inaccurate, fraudulent or forged (even if the LC Bank shall have been notified thereof); (ii) the validity or
sufficiency of any instrument transferring or assigning or purporting to transfer or assign any such Letter of Credit or the rights or
benefits thereunder or proceeds thereof, in whole or in part, that may prove to be invalid or ineffective for any reason; (iii) the failure of
the beneficiary of any such Letter of Credit, or any other party to which such Letter of Credit may be transferred, to comply fully with
any conditions required in order to draw upon such Letter of Credit or any other claim of the Seller against any beneficiary of such
Letter of Credit, or any such transferee, or any dispute between or among the Seller and any beneficiary of any Letter of Credit or any
such transferee; (iv) errors, omissions, interruptions or delays in transmission or delivery of
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any messages, by mail, cable, telegraph, telex or otherwise, whether or not they be in cipher; (v) errors in interpretation of technical
terms; (vi) any loss or delay in the transmission or otherwise of any document required in order to make a drawing under any such
Letter of Credit or of the proceeds thereof; (vii) the misapplication by the beneficiary of any such Letter of Credit of the proceeds of any
drawing under such Letter of Credit; or (viii) any consequences arising from causes beyond the control of the Administrative Agent, the
LC Bank and the Purchasers, including any Governmental Acts; and none of the above shall affect or impair, or prevent the vesting of,
any of the LC Banks rights or powers hereunder. Nothing in the preceding sentence shall relieve the LC Bank from liability for its
gross negligence or willful misconduct, as determined by a final non-appealable judgment of a court of competent jurisdiction, in
connection with actions or omissions described in such clauses (i) through (viii) of such sentence. In no event shall the Administrative
Agent, the LC Bank, the Purchasers or their respective Affiliates be liable to the Seller or any other Person for any indirect,
consequential, incidental, punitive, exemplary or special damages or expenses (including without limitation attorneys fees), or for any
damages resulting from any change in the value of any property relating to a Letter of Credit.
Without limiting the generality of the foregoing, the Administrative Agent, the LC Bank and the Purchasers and each of their
respective Affiliates (i) may rely on any written communication believed in good faith by such Person to have been authorized or given
by or on behalf of the applicant for a Letter of Credit; (ii) may honor any presentation if the documents presented appear on their face to
comply with the terms and conditions of the relevant Letter of Credit; (iii) may honor a previously dishonored presentation under a
Letter of Credit, whether such dishonor was pursuant to a court order, to settle or compromise any claim of wrongful dishonor, or
otherwise, and shall be entitled to reimbursement to the same extent as if such presentation had initially been honored, together with any
interest paid by the LC Bank or its Affiliates; (iv) may honor any drawing that is payable upon presentation of a statement advising
negotiation or payment, upon receipt of such statement (even if such statement indicates that a draft or other document is being
delivered separately), and shall not be liable for any failure of any such draft or other document to arrive, or to conform in any way with
the relevant Letter of Credit; (v) may pay any paying or negotiating bank claiming that it rightfully honored under the laws or practices
of the place where such bank is located; and (vi) may settle or adjust any claim or demand made on the Administrative Agent, the LC
Bank, the Purchasers or their respective Affiliates, in any way related to any order issued at the applicants request to an air carrier, a
letter of guarantee or of indemnity issued to a carrier or any similar document (each an Order), and honor any drawing in connection
with any Letter of Credit that is the subject of such Order, notwithstanding that any drafts or other documents presented in connection
with such Letter of Credit fail to conform in any way with such Letter of Credit.
In furtherance and not in limitation of the specific provisions set forth above, any action taken or omitted by the LC Bank under or
in connection with the Letters of Credit issued by it or any documents and certificates delivered thereunder, if taken or omitted in good
faith, shall not put the LC Bank under any resulting liability to the Seller, any Related Committed Purchaser or any other Person, unless
such LC Bank shall have acted with gross negligence or willful misconduct, as determined by a final non-appealable judgment of a
court of competent jurisdiction,.
Section 1.24 Termination of Commitments.
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(a) The Seller may advise the Administrative Agent in writing of its desire to extend the Scheduled Commitment Termination Date
with respect to any Related Committed Purchaser, provided such request is made not less than 90 days prior to the then-current
Scheduled Commitment Termination Date with respect to such Purchaser. Each Purchaser may accept or decline such a request in its
sole discretion and on such terms as it may elect, and other than as set forth in clause (c), the failure of one or more Purchasers to accept
the Sellers request to extend the Scheduled Commitment Termination Date shall not affect the right of the other Purchasers to accept
such request. The Administrative Agent shall notify each Purchaser of each other Purchasers decision to extend or not extend the
Scheduled Termination Date, such that each Purchaser shall be entitled to know the aggregate Commitment of the extending Purchasers
prior to confirming its decision to extend or decline to extend under this Section 1.24.
(b) In the event that any Purchasers are agreeable to such extension, the Administrative Agent shall so notify the Seller in writing
not less than 60 days prior to the then-current Scheduled Commitment Termination Date of such extending Purchasers, and the Seller,
the Administrative Agent and such extending Purchasers shall enter into such documents as such parties may deem necessary or
appropriate to reflect such extension. All reasonable costs and expenses incurred by the accepting Purchasers and the Administrative
Agent in connection with such extension (including reasonable Attorneys Costs) shall be paid by the Seller.
In the event any Purchaser declines the request for such extension, such Exiting Purchaser shall so notify the Administrative Agent
and the Administrative Agent shall so notify the Seller of such determination; provided, a Purchaser shall be deemed to have refused to
grant the requested extension in the event the Administrative Agent fails to affirmatively notify the Seller, in writing, of such
Purchasers agreement to accept the requested extension.
(c) If any such Purchaser does not accept such extension request, then the Purchase Limit shall be reduced by an amount equal to
the Commitment of each Exiting Purchaser, and each extending Purchasers Commitment Percentage shall be recalculated, effective as
of the Scheduled Commitment Termination Date of the Exiting Purchasers, giving effect to the removal of such Exiting Purchasers
from such calculation.
On the Scheduled Commitment Termination Date with respect to any Purchaser, in the event that the aggregate Commitment of the
extending Purchasers is less than the sum of (i) the aggregate Capital plus (ii) the LC Participation Amount, then notwithstanding that
any Purchaser wishes to extend its Commitment hereunder, the Scheduled Facility Termination Date for each Purchaser shall occur on
the date previously set therefor without giving effect to any extension thereof pursuant to this Section 1.24.
ARTICLE II
REPRESENTATIONS AND WARRANTIES; COVENANTS;
TERMINATION EVENTS
Section 2.1 Representations and Warranties; Covenants. Each of the Seller, the Performance Guarantor and the Servicer hereby
makes the representations and warranties, and hereby agrees to perform and observe the covenants, applicable to it set forth in Exhibits
III and IV, respectively.
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Section 2.2 Termination Events. If any of the Termination Events set forth in Exhibit V shall occur, the Administrative Agent may
(with the consent of the Majority Purchasers) or shall (at the direction of the Majority Purchasers), by notice to the Seller, declare the
Facility Termination Date to have occurred (in which case the Facility Termination Date shall be deemed to have occurred); provided,
that the Facility Termination Date shall occur automatically upon the occurrence of any event (without any requirement for the passage
of time or the giving of notice) described in paragraph (g) of Exhibit V. Upon the occurrence of the Facility Termination Date, the
Administrative Agent and each Purchaser shall have, in addition to the rights and remedies that they may have under this Agreement, all
other rights and remedies provided after default under the UCC and under other applicable law, which rights and remedies shall be
cumulative.
Section 2.3 LC Wind-Down Events. If any LC Wind-Down Event shall occur, the LC Bank shall be entitled to provide any notices
of such occurrence as set forth in any Letter of Credit then in effect, and to instruct the related beneficiary to draw on such Letter of
Credit.
Section 2.4 Sellers Rights upon Termination. Upon the first date occurring after the Facility Termination Date when the
Aggregate Capital and Aggregate Discount and all other amounts due and owing from the Seller to the Purchasers, the Administrative
Agent, the Servicer and each other Affected Person under this Agreement and each of the other Transaction Documents shall have been
paid in full, the Administrative Agent (on behalf of the Purchasers) shall release, assign and convey, as applicable, to the Seller or its
designee, without representation or warranty, but free and clear of any Adverse Claims, all right, title and interest in the Pool
Receivables, as applicable, and all other Pool Assets. The Administrative Agent, at the expense of the Seller, shall authorize, execute
and deliver, as applicable, proper financing statements and all other instruments and documents as are prepared and requested by the
Seller which are necessary to vest in the Seller all right, title and interest in the Pool Receivables and other Pool Assets free and clear of
any Adverse Claim.
ARTICLE III
INDEMNIFICATION
Section 3.1 Indemnities by the Seller. Without limiting any other rights any such Person may have hereunder or under applicable
law, the Seller hereby indemnifies and holds harmless, on an after-tax basis, the Administrative Agent, each Liquidity Provider, each
Program Support Provider and each Purchaser and their respective Affiliates, employees, officers, directors, agents, counsel, successors,
transferees or assigns (each an Indemnified Party) from and against any and all damages, losses, claims, liabilities, penalties, taxes,
and related costs and expenses (including Attorney Costs) (all of the foregoing collectively, the Indemnified Amounts) at any time
imposed on or incurred by any Indemnified Party arising out of or otherwise relating to any Transaction Document, the transactions
contemplated thereby, the use of proceeds of purchases or reinvestments, or the acquisition of any portion of the Purchasers Interest, or
any action taken or omitted by any of the Indemnified Parties (including any action taken by the Administrative Agent as attorney-infact for the Seller or any Originator hereunder or under any other Transaction
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Document), whether arising by reason of the acts to be performed by the Seller hereunder or otherwise, excluding only Indemnified
Amounts to the extent (a) a resulting from the gross negligence or willful misconduct of the Indemnified Party seeking indemnification,
(b) due to the credit risk of the Obligor and for which reimbursement would constitute recourse to any Originator, the Seller or the
Servicer for uncollectible Receivables or (c) such Indemnified Amounts include taxes imposed or based on, or measured by, the gross or
net income or receipts of such Indemnified Party by the jurisdiction under the laws of which such Indemnified Party is organized (or any
political subdivision thereof); provided, however, that nothing contained in this sentence shall limit the liability of the Seller or the
Servicer or limit the recourse of any Indemnified Party to the Seller or the Servicer for any amounts otherwise specifically provided to
be paid by the Seller or the Servicer hereunder. Without limiting the foregoing indemnification, but subject to the limitations set forth in
clauses (a), (b) and (c) of the previous sentence, the Seller shall pay on demand to each Indemnified Party any and all amounts
necessary to indemnify such Indemnified Party for Indemnified Amounts (including losses in respect of uncollectible Receivables,
regardless, for purposes of these specific matters, whether reimbursement therefor would constitute recourse to the Seller) relating to or
resulting from:
(i) the failure of any Pool Receivable included in the calculation of the Net Receivables Pool Balance as an Eligible
Receivable to be an Eligible Receivable, the failure of any information contained in any Servicer Report to be true and correct, or
the failure of any other information provided to any Purchaser or the Administrative Agent with respect to the Pool Receivables or
this Agreement to be true and correct
(ii) the failure of any representation or warranty or statement made or deemed made by the Seller (or any employee, officer
or agent of the Seller) under or in connection with this Agreement, any other Transaction Document any Servicer Report or any
other information or report delivered by or on behalf of the Seller pursuant hereto to have been true and correct as of the date made
or deemed made in all respects;
(iii) the failure by the Seller to comply with any applicable law, rule or regulation with respect to any Receivable or the
related Contract, or the nonconformity of any Receivable or related Contract with any such applicable law, rule or regulation;
(iv) the failure to vest and maintain vested in the Administrative Agent, for the benefit of the Purchasers, (A) a valid and
enforceable perfected undivided percentage ownership interest, to the extent of the Purchasers Interest, in the Receivables in, or
purporting to be in, the Receivables Pool and the other Pool Assets, or (B) a first-priority perfected security interest in the Pool
Receivables and the other related property conveyed hereunder, free and clear of any Adverse Claim;
(v) any commingling of funds to which the Administrative Agent or any Purchaser is entitled hereunder with any other funds
prior to any distribution pursuant to this Agreement;
(vi) the failure to have filed, or any delay in filing, financing statements or other similar instruments or documents under the
UCC of any applicable jurisdiction or other applicable laws with respect to any Receivables in, or purporting to be in, the
Receivables Pool and the other Pool Assets, whether at the time of any Purchase or at any subsequent time;
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(vii) any failure of a Lock-Box Bank or Collection Account Bank to comply with the terms of the applicable Lock-Box
Agreement, Collection Account Agreement or Intercreditor Agreement;
(viii) any dispute, claim, offset or defense (other than discharge in bankruptcy of the Obligor) of the Obligor to the payment
of any Receivable (including a defense based on such Receivable or Contract not being a legal, valid and binding obligation of
such Obligor enforceable against it in accordance with its terms), or any other claim resulting from the sale or lease of goods or the
rendering of services related to such Receivable or the furnishing or failure to furnish any such goods or services or relating to
collection activities (if such collection activities were performed by the Seller or any of its Affiliates acting as the Servicer or by
any agent or independent contractor retained by the Seller or any of its Affiliates) with respect to such Receivable) or other similar
claim or defense not arising from the financial inability of any Obligor to pay undisputed indebtedness;
(ix) any failure of the Seller (or the Servicer), to perform its duties or obligations in accordance with the provisions of this
Agreement or any other Transaction Document to which it is a party;
(x) any products liability or other claim, investigation, litigation or proceeding arising out of or in connection with
merchandise, insurance or services that are the subject of any Contract;
(xi) any investigation, litigation or proceeding related to this Agreement or the use of proceeds of Purchases or the ownership
of interests in the Pool Receivables or the Related Security or Contract with respect to any Pool Receivable;
(xii) any action taken by the Administrative Agent as attorney-in-fact for the Seller or any Originator pursuant to this
Agreement or any other Transaction Document;
(xiii) any reduction in Capital as a result of the distribution of Collections pursuant to Section 1.4(d), if all or a portion of
such distributions shall thereafter be rescinded or otherwise must be returned for any reason;
(xiv) any environmental liability claim, products liability claim or personal injury or property damage suit or other similar or
related claim or action of whatever sort, arising out of or in connection with any Receivable or any other suit, claim or action of
whatever sort relating to any of the Transaction Documents.
Section 3.2 Indemnities by the Servicer. Without limiting any other rights that any Indemnified Party may have hereunder or under
applicable law, the Servicer hereby agrees to indemnify each Indemnified Party from and against any and all Indemnified Amounts
arising out of or resulting from (whether directly or indirectly): (a) the failure of any information contained in a Servicer Report to be
true and correct in any material respect, or the failure of any other information provided to such Indemnified Party in connection with
this Agreement and the other
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Transaction Documents by, or on behalf of, the Servicer to be true and correct in any material respect, (b) the failure of any
representation, warranty or statement made or deemed made by the Servicer (or any of its officers) under or in connection with this
Agreement or any other Transaction Document to which it is a party to have been true and correct in all material respects as of the date
made or deemed made, (c) the failure by the Servicer to comply with any applicable law, rule or regulation with respect to any Pool
Receivable or the related Contract, (d) any dispute, claim, offset or defense of the Obligor to the payment of any Receivable in, or
purporting to be in, the Receivables Pool resulting from or related to the collection activities of the Servicer with respect to such
Receivable, (e) the commingling of Collections at any time with any other funds, or (f) any failure of the Servicer to perform its duties
or obligations in accordance with the provisions hereof or any other Transaction Document to which it is a party; provided, that in no
event shall the Servicer be required to indemnify any Indemnified Party in respect of Indemnified Amounts resulting from the gross
negligence or willful misconduct of the Indemnified Party seeking indemnification; and provided, further, that no Indemnified Party
shall be entitled to be indemnified for the same Indemnified Amounts by each of the Seller and the Servicer. Indemnification pursuant to
this Section shall be payable directly by the Servicer and shall not be payable from the Pool Receivables or the other Pool Assets.
ARTICLE IV
ADMINISTRATION AND COLLECTIONS
Section 4.1 Appointment of the Servicer.
(a) The servicing, administering and collection of the Pool Receivables shall be conducted by the Person so designated from time
to time as the Servicer in accordance with this Section. Until the Administrative Agent gives notice to Armstrong (in accordance with
this Section 4.1) of the designation of a new Servicer, Armstrong is hereby designated as, and hereby agrees to perform the duties and
obligations of, the Servicer pursuant to the terms hereof. Upon the occurrence and during the continuation of a Termination Event, the
Administrative Agent may (with the consent of the Majority Purchasers) or shall (at the direction of the Majority Purchasers) designate
as Servicer any Person (including itself) to succeed Armstrong or any successor Servicer, on the condition in each case that any such
Person so designated shall have agreed in writing to perform the duties and obligations of the Servicer pursuant to the terms hereof and
under the terms of the Intercreditor Agreement.
(b) Upon the designation of a successor Servicer as set forth in clause (a), Armstrong (or any successor Servicer being terminated)
agrees that it will terminate its activities as Servicer hereunder in a manner that the Administrative Agent reasonably determines will
facilitate the transition of the performance of such activities to the new Servicer, and Armstrong (or any successor Servicer being
terminated) shall cooperate with and assist such new Servicer. Such cooperation shall include access to and transfer of related records
(including all Contracts) and taking all commercially reasonable steps to transfer to the new Servicer all licenses, hardware or software
necessary or desirable to collect the Pool Receivables and the Related Security.
(c) Armstrong acknowledges that, in making their decision to execute and deliver this Agreement, the Administrative Agent and
each Purchaser have relied on Armstrongs agreement to act as Servicer hereunder. Accordingly, Armstrong agrees that it will not
voluntarily resign as Servicer.
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(d) The Servicer may delegate its duties and obligations hereunder to any subservicer (each a Sub-Servicer); provided, that, in
connection with each such delegation: (i) such Sub-Servicer shall agree in writing to perform the delegated duties and obligations of the
Servicer pursuant to the terms hereof, (ii) the Servicer shall remain primarily liable for the performance of the duties and obligations so
delegated, (iii) the Seller, the Administrative Agent and each Purchaser shall have the right to look solely to the Servicer for such
performance, and (iv) the terms of any agreement with any Sub-Servicer shall provide that the Administrative Agent may terminate
such agreement upon the termination of the Servicer hereunder by giving notice of its desire to terminate such agreement to the Servicer
(and the Servicer shall provide appropriate notice to each such Sub-Servicer); provided, however, that if any such delegation is to any
Person other than an Affiliate of Armstrong, the Administrative Agent and the Majority Purchasers shall have consented in writing in
advance to such delegation.
Section 4.2 Duties of the Servicer.
(a) The Servicer shall take or cause to be taken all such action as may be necessary or advisable to service, administer and collect
each Pool Receivable (i) in accordance with this Agreement and all applicable laws, rules and regulations, (ii) with reasonable care and
diligence, and (iii) in accordance with the Credit and Collection Policies (to the extent consistent with Applicable Law). The Servicer
shall set aside, for the account of each Purchaser, the amount of the Collections to which each such Purchaser is entitled in accordance
with Article I. The Servicer may extend or adjust the terms or Maturity of any Pool Receivable as set forth in clause 2(g) of Exhibit IV;
provided, however, that, for purposes of this Agreement, (i) such action shall not change the number of days such Pool Receivable has
remained unpaid from the date of the original due date related to such Pool Receivable, and (ii) such extension or adjustment shall not
alter the status of such Pool Receivable as a Delinquent Receivable or a Defaulted Receivable or limit the rights of the Administrative
Agent or any Purchaser under this Agreement with respect to such Pool Receivable. The Seller shall deliver to the Servicer and the
Servicer shall hold for the benefit of the Seller and the Administrative Agent (individually and for the benefit of each Purchaser) all
records and documents (including computer tapes or disks) with respect to each Pool Receivable. Notwithstanding anything to the
contrary contained herein, the Administrative Agent may direct the Servicer (whether the Servicer is Armstrong or any other Person)
(x) during the occurrence of a Termination Event, to commence or settle any legal action, and (y) at any other time (including, for the
avoidance of doubt, during the occurrence of an Incipient Termination Event that is not a Termination Event), to take any commercially
reasonable action, in each case to enforce collection of any Pool Receivable or to foreclose upon or repossess any Related Security.
(b) The Servicer shall, as soon as practicable following actual receipt of collected funds, turn over to the Seller the collections of
any indebtedness that is not a Pool Receivable, less all reasonable and appropriate out-of-pocket costs and expenses of such Servicer of
servicing, collecting and administering such collections. The Servicer, if other than Armstrong or an Affiliate thereof, shall, as soon as
practicable upon demand, deliver to the Seller all records in its possession that evidence or relate to any indebtedness that is not a Pool
Receivable, and copies of records in its possession that evidence or relate to any indebtedness that is a Pool Receivable.
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(c) The Servicers obligations hereunder shall terminate on the latest of: (i) the Facility Termination Date, (ii) the date on which no
Capital or Discount in respect of the Purchasers Interest shall be outstanding, (iii) the date the LC Participation Adjusted Amount is
reduced to zero and (iv) the date on which all other amounts required to be paid to each Purchaser, the Administrative Agent and any
other Indemnified Party or Affected Person hereunder shall have been paid in full.
After such termination, the Servicer shall promptly deliver to the Seller all books, records and related materials that the Seller
previously provided to the Servicer, or that have been obtained by the Servicer, in connection with this Agreement.
Section 4.3 Account Arrangements.
(a) Prior to the Closing Date, the Seller shall have entered into (i) Lock-Box Agreements with all of the Lock-Box Banks, (ii) the
Intercreditor Agreement, and (iii) a Collection Account Agreement with all of the Collection Account Banks, and delivered original
counterparts of each to the Administrative Agent. Each of the Lock-Box Accounts and the Collection Accounts shall be used for the
purpose of receiving Collections as described herein and in the other Transaction Documents. During the continuation of a Termination
Event or Incipient Termination Event, the Administrative Agent may, with the consent of the Majority Purchasers, or shall, upon the
direction of the Majority Purchasers, at any time thereafter provide a Stop Transfer Notice (as defined in the Intercreditor Agreement) to
each Lock-Box Bank and provide notice to each Collection Account Bank that the Administrative Agent is exercising its rights under
the Collection Account Agreements, as the case may be, to do any or all of the following, in accordance with the Intercreditor
Agreement: (a) to exercise exclusive dominion and control over the funds deposited in the Lock-Box Accounts and/or the Collection
Accounts, (b) to have the proceeds of the Pool Receivables that are sent to the respective Lock-Box Accounts allocated in accordance
with the Intercreditor Agreement pursuant to the Administrative Agents instructions rather than deposited in the Collection Accounts
and, and/or to have the proceeds that are sent to the Collection Accounts redirected pursuant to the Administrative Agents instructions
rather than transferred to the Servicer, and (c) to take any or all other actions permitted under the applicable Lock-Box Agreement,
Intercreditor Agreement and Collection Account Agreement. The Seller hereby agrees that if the Administrative Agent at any time takes
any action set forth in the preceding sentence, the Administrative Agent shall have exclusive control (for the benefit of the Purchasers)
of the proceeds (including Collections) of all Pool Receivables and the Seller and the Servicer hereby further agree to take any other
action that the Administrative Agent may reasonably request to transfer such control. Any proceeds of Pool Receivables received by the
Seller or the Servicer thereafter shall be sent immediately to, or as otherwise instructed by, the Administrative Agent. The parties hereto
hereby acknowledge and agree that if at any time the Administrative Agent exercises its right to take control of any Lock-Box Account
and/or any Collection Account, as the case may be, the Administrative Agent (i) shall not have any rights to the funds therein in excess
of the unpaid amounts due to the Administrative Agent, any Purchaser, any Indemnified Party or any other Affected Person hereunder,
and (ii) shall distribute or cause to be distributed such funds in accordance with Article I (as if such funds were held by the Servicer
thereunder).
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(b) Other than during the continuation of a Termination Event or Incipient Termination Event, all funds in a Collection Account
during any Settlement Period may be invested, by or at the direction of the Servicer, in Permitted Investments, so long as (i) either
(A) such Permitted Investments are credited to a securities account (as defined in the applicable UCC) over which the Administrative
Agent (for the benefit of the Purchasers) shall have a first priority perfected security interest, (B) such Permitted Investments are
purchased in the name of the Administrative Agent (for the benefit of the Purchasers) or (C) such Permitted Investments are held in
another manner sufficient to establish the Administrative Agents first priority perfected security interest over such Permitted
Investments and (ii) such Permitted Investments are scheduled to mature prior to the Settlement Date relating to the Settlement Period in
which such investments were made. All income and gain or loss realized from any such investment shall be credited or debited (as
applicable) to the applicable Collection Account. The Administrative Agent shall have no obligation to reimburse any Collection
Account for any losses realized by reason of such investments.
Section 4.4 Enforcement Rights.
(a) At any time following the occurrence and during the continuation of a Termination Event, the Administrative Agent may:
(i) direct the Obligors that payment of all amounts payable under any Pool Receivable is to be made directly to the
Administrative Agent or its designee,
(ii) instruct the Seller or the Servicer to give notice of the Purchasers Interest and the Purchasers security interest in the
Pool Receivables to each Obligor, which notice shall direct that payments be made directly to the Administrative Agent or its
designee (on behalf of such Purchasers), and the Seller or the Servicer, as the case may be, shall give such notice at the expense of
the Seller or the Servicer, as the case may be; provided, that if the Seller or the Servicer, as the case may be, fails to so notify each
Obligor, the Administrative Agent (at the Sellers or the Servicers, as the case may be, expense) may so notify the Obligors,
(iii) request the Servicer to, and upon such request the Servicer shall, (A) assemble all of the records necessary or desirable to
collect the Pool Receivables and the Related Security, and take commercially reasonable action to transfer or license to a successor
Servicer the use of all software necessary or desirable to collect the Pool Receivables and the Related Security, and make the same
available to the Administrative Agent or its designee (for the benefit of the Purchasers) at a place selected by the Administrative
Agent, and (B) segregate all cash, checks and other instruments received by it from time to time constituting Collections in a
manner reasonably acceptable to the Administrative Agent and, promptly upon receipt, remit all such cash, checks and
instruments, duly indorsed or with duly executed instruments of transfer, to the Administrative Agent or its designee, in each case
in accordance with the Intercreditor Agreement, and
(iv) collect any amounts due from any Originator under the Sale Agreement.
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(b) The Seller hereby authorizes the Administrative Agent (on behalf of each Purchaser), and irrevocably appoints the
Administrative Agent as its attorney-in-fact with full power of substitution and with full authority in the place and stead of the Seller,
which appointment is coupled with an interest, after the occurrence and during the continuation of a Termination Event to take any and
all steps in the name of the Seller and on behalf of the Seller necessary or desirable, in the determination of the Administrative Agent, to
collect any and all amounts or portions thereof due under any and all Pool Assets, including indorsing the name of the Seller on checks
and other instruments representing Collections and enforcing such Pool Assets. Notwithstanding anything to the contrary contained in
this subsection, none of the powers conferred upon such attorney-in-fact pursuant to the preceding sentence shall subject such attorneyin-fact to any liability if any action taken by it shall prove to be inadequate or invalid, nor shall they confer any obligations upon such
attorney-in-fact in any manner whatsoever.
Section 4.5 Responsibilities of the Seller.
(a) Anything herein to the contrary notwithstanding, the Seller shall: (i) perform all of its obligations, if any, under the Contracts
related to the Pool Receivables to the same extent as if interests in such Pool Receivables had not been transferred hereunder, and the
exercise by the Administrative Agent or the Purchasers of their respective rights hereunder shall not relieve the Seller from such
obligations, and (ii) pay when due any taxes, including any sales taxes payable in connection with the Pool Receivables and their
creation and satisfaction. None of the Administrative Agent or any of the Purchasers shall have any obligation or liability with respect to
any Pool Asset, nor shall any of them be obligated to perform any of the obligations of the Seller, Servicer or Armstrong hereunder or
under any other Transaction Document or under the related Contracts or the obligations of any Originator under the Sale Agreement or
any other Transaction Document or under the related Contracts.
(b) Armstrong hereby irrevocably agrees that if at any time it shall cease to be the Servicer hereunder, it shall act (if the thencurrent Servicer so requests) as the data-processing agent of the Servicer and, in such capacity, Armstrong shall conduct the dataprocessing functions of the administration of the Receivables and the Collections thereon in substantially the same way that Armstrong
conducted such data-processing functions while it acted as the Servicer; provided, that the reasonable costs and expenses of such dataprocessing functions shall be borne by the successor Servicer out of the Servicing Fee.
Section 4.6 Servicing Fee.
(a) Subject to clause (b), the Servicer shall be paid a fee (the Servicing Fee) equal to the Servicing Fee Rate multiplied by the
daily average aggregate Outstanding Balance of the Pool Receivables during the applicable month to which such Servicing Fee relates,
which shall be payable monthly in arrears. The Servicing Fee shall be paid through the distributions contemplated by Section 1.4(d).
(b) If the Servicer ceases to be Armstrong or an Affiliate thereof, the servicing fee shall be the greater of (i) the amount calculated
pursuant to clause (a), and (ii) an alternative amount specified by the successor Servicer not to exceed 110% of the aggregate reasonable
costs and expenses incurred by such successor Servicer in connection with the performance of its obligations as Servicer.
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Section 4.7 Annual Servicing Report of Independent Public Accountants. In addition to and without limiting any reports required
to be provided by it in Exhibit IV hereto, at the request of the Administrative Agent (made no more than once in each calendar year), the
Servicer shall cause a firm approved by the Administrative Agent (who may also render other services to the Servicer or the Seller) to
furnish a report (addressed to the Administrative Agent) to the Administrative Agent and each Purchaser, to the effect that:
(i) they have examined certain documents and records relating to the servicing of Receivables under the Agreement, and
compared the information contained in the Servicer Reports (delivered pursuant to Section 2(a)(iii) of Exhibit IV to the
Agreement) during the period covered by such report with such documents and records, and that, on the basis of such examination,
such firm is of the opinion that the servicing has been conducted in compliance with the terms and conditions as set forth in this
Article IV, and
(ii) that they have compared the mathematical calculations of each amount set forth in the Servicer Reports (delivered
pursuant to Section 2(a)(iii) of Exhibit IV to the Agreement) during the period covered by such report with the Servicers
computer records that were the source of such amounts, and that, on the basis of such comparison, such firm is of the opinion that
such amounts are in agreement,
in each case except for such exceptions as they believe to be immaterial and such other exceptions as shall be set forth in such
statements.
ARTICLE V
THE AGENTS
Section 5.1 Appointment and Authorization. (a) Each Purchaser hereby irrevocably designates and appoints The Bank of Nova
Scotia as the Administrative Agent hereunder and authorizes the Administrative Agent to take such actions and to exercise such
powers as are delegated to the Administrative Agent hereby and to exercise such other powers as are reasonably incidental thereto. The
Administrative Agent shall hold, in its name, for the benefit of each Purchaser, ratably, the Purchasers Interest. The Administrative
Agent shall not have any duties other than those expressly set forth herein or any fiduciary relationship with any Purchaser, and no
implied obligations or liabilities shall be read into this Agreement, or otherwise exist, against the Administrative Agent. The
Administrative Agent does not assume, nor shall it be deemed to have assumed, any obligation to, or relationship of trust or agency
with, the Seller or Servicer. Notwithstanding any provision of this Agreement or any other Transaction Document to the contrary, in no
event shall the Administrative Agent ever be required to take any action which exposes the Administrative Agent to personal liability or
which is contrary to the provision of any Transaction Document or applicable law.
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(b) Except as otherwise specifically provided in this Agreement, the provisions of this Article V are solely for the benefit of the
Administrative Agent and the Purchasers, and none of the Seller or Servicer shall have any rights as a third-party beneficiary or
otherwise under any of the provisions of this Article V, except that this Article V shall not affect any obligations which the
Administrative Agent or any Purchaser may have to the Seller or the Servicer under the other provisions of this Agreement.
(c) In performing its functions and duties hereunder, the Administrative Agent shall act solely as the agent of the Purchasers and
does not assume nor shall be deemed to have assumed any obligation or relationship of trust or agency with or for the Seller or Servicer
or any of their successors and assigns.
Section 5.2 Delegation of Duties. The Administrative Agent may execute any of its duties through agents or attorneys-in-fact and
shall be entitled to advice of counsel concerning all matters pertaining to such duties. The Administrative Agent shall not be responsible
for the negligence or misconduct of any agents or attorneys-in-fact selected by it with reasonable care.
Section 5.3 Exculpatory Provisions. None of the Administrative Agent or any of its directors, officers, agents or employees shall
be liable for any action taken or omitted (i) with the consent or at the direction of the Majority Purchasers and (ii) in the absence of such
Persons gross negligence or willful misconduct. The Administrative Agent shall not be responsible to any Purchaser or other Person
for (i) any recitals, representations, warranties or other statements made by the Seller, Servicer, or any of their Affiliates, (ii) the value,
validity, effectiveness, genuineness, enforceability or sufficiency of any Transaction Document, (iii) any failure of the Seller, the
Servicer, any Originator or any of their Affiliates to perform any obligation hereunder or under the other Transaction Documents to
which it is a party (or under any Contract), or (iv) the satisfaction of any condition specified in Exhibit II. The Administrative Agent
shall not have any obligation to any Purchaser to ascertain or inquire about the observance or performance of any agreement contained
in any Transaction Document or to inspect the properties, books or records of the Seller, Servicer, Originator or any of their Affiliates.
Section 5.4 Reliance by Agents. (a) The Administrative Agent shall in all cases be entitled to rely, and shall be fully protected in
relying, upon any document or other writing or conversation believed by it to be genuine and correct and to have been signed, sent or
made by the proper Person and upon advice and statements of legal counsel (including counsel to the Seller), independent accountants
and other experts selected with reasonable care by the Administrative Agent. The Administrative Agent shall in all cases be fully
justified in failing or refusing to take any action under any Transaction Document unless it shall first receive such advice or concurrence
of the Majority Purchasers, and assurance of its indemnification, as it deems appropriate.
(b) The Administrative Agent shall in all cases be fully protected in acting, or in refraining from acting, under this Agreement in
accordance with a request of the Majority Purchasers, and such request and any action taken or failure to act pursuant thereto shall be
binding upon all Purchasers and the Administrative Agent.
Section 5.5 Notice of Termination Events. The Administrative Agent shall not be deemed to have knowledge or notice of the
occurrence of any Termination Event or Incipient Termination Event unless such Administrative Agent has received notice from any
Purchaser, the Servicer or the Seller stating that a Termination Event or Incipient Termination Event has occurred
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hereunder and describing such Termination Event or Incipient Termination Event. In the event that the Administrative Agent receives
such a notice, it shall promptly give notice thereof to each Purchaser. The Administrative Agent shall take such action concerning a
Termination Event or Incipient Termination Event as may be directed by the Majority Purchasers unless such action otherwise requires
the consent of all Purchasers, the LC Bank and/or all Related Committed Purchasers, but until the Administrative Agent receives such
directions, the Administrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, as the
Administrative Agent deems advisable and in the best interests of the Purchasers.
Section 5.6 Non-Reliance on Administrative Agent and Other Purchasers. Each Purchaser expressly acknowledges that neither the
Administrative Agent nor any of its officers, directors, employees, agents, attorneys-in-fact or Affiliates has made any representations or
warranties to it and that no act by the Administrative Agent hereafter taken, including any review of the affairs of the Seller, Armstrong,
Servicer or any Originator, shall be deemed to constitute any representation or warranty by the Administrative Agent. Each Purchaser
represents and warrants to the Administrative Agent that, independently and without reliance upon the Administrative Agent or any
other Purchaser and based on such documents and information as it has deemed appropriate, it has made and will continue to make its
own appraisal of and investigation into the business, operations, property, prospects, financial and other conditions and creditworthiness
of the Seller, Armstrong, Servicer or the Originators, and the Receivables and its own decision to enter into this Agreement and to take,
or omit, action under any Transaction Document. Except for items specifically required to be delivered hereunder, the Administrative
Agent shall not have any duty or responsibility to provide any Purchaser with any information concerning the Seller, Armstrong,
Servicer or the Originators or any of their Affiliates that comes into the possession of the Administrative Agent or any of its officers,
directors, employees, agents, attorneys-in-fact or Affiliates.
Section 5.7 Administrative Agents and Affiliates. Each of the Purchasers and the Administrative Agent and their Affiliates may
extend credit to, accept deposits from and generally engage in any kind of banking, trust, debt, equity or other business with the Seller,
Armstrong, the Servicer or any Originator or any of their Affiliates. With respect to the acquisition of the Eligible Receivables pursuant
to this Agreement, the Administrative Agent shall have the same rights and powers under this Agreement as any Purchaser and may
exercise the same as though it were not such an agent, and the terms Purchaser and Purchasers shall include the Administrative
Agent in its individual capacity.
Section 5.8 Indemnification. Each Related Committed Purchaser agrees to indemnify and hold harmless the Administrative Agent
(solely in its capacity as Administrative Agent) and the LC Bank and their respective officers, directors, employees, representatives and
agents, ratably (based on its Commitment) from and against any and all liabilities, obligations, losses, damages, penalties, judgments,
settlements, costs, expenses and disbursements of any kind whatsoever (including in connection with any investigative or threatened
proceeding, whether or not the Administrative Agent, the LC Bank or such Person shall be designated a party thereto) that may at any
time be imposed on, incurred by or asserted against the Administrative Agent, the LC Bank or such Person as a result of, or related to,
any of the transactions contemplated by the Transaction Documents or the execution, delivery or performance of the Transaction
Documents or any other document furnished in connection therewith (but excluding any such liabilities, obligations,
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losses, damages, penalties, judgments, settlements, costs, expenses or disbursements resulting from the gross negligence or willful
misconduct of the Administrative Agent or such Person as finally determined by a court of competent jurisdiction), in each case to the
extent not reimbursed by the Seller, the Servicer or any Originator in accordance with the terms hereof (it being understood that such
indemnification by the Related Committed Purchasers shall not relieve the Seller, the Servicer or any Originator of any of its
indemnification obligations hereunder). Without limiting the generality of the foregoing, each Related Committed Purchaser agrees to
reimburse the Administrative Agent and the LC Bank, ratably according to their Commitment Percentages, promptly upon demand, for
any out-of- pocket expenses (including reasonable counsel fees) incurred by the Administrative Agent or the LC Bank in connection
with the administration, modification, amendment or enforcement (whether through negotiations, legal proceedings or otherwise) of, or
legal advice in respect of its rights or responsibilities under, this Agreement.
Section 5.9 Successor Administrative Agent. The Administrative Agent may, upon at least five (5) days notice to the Seller and
each Purchaser, resign as Administrative Agent. Such resignation shall not become effective until a successor Administrative Agent,
appointed by the Majority Purchasers, shall have agreed in writing to perform the duties and obligations of the Administrative Agent
pursuant to the terms hereof. Upon such agreement, such successor Administrative Agent shall succeed to and become vested with all
the rights and duties of the retiring Administrative Agent, and the retiring Administrative Agent shall be discharged from its duties and
obligations under the Transaction Documents. After any retiring Administrative Agents resignation hereunder, the provisions of
Sections 3.1 and 3.2 and this Article V shall inure to its benefit as to any actions taken or omitted to be taken by it while it was the
Administrative Agent.
ARTICLE VI
MISCELLANEOUS
Section 6.1 Amendments, Etc. No amendment or waiver of any provision of this Agreement or any other Transaction Document,
or consent to any departure by the Seller or the Servicer therefrom, shall be effective unless in a writing signed by the Administrative
Agent, the LC Bank and the Majority Purchasers, and, in the case of any amendment, by the other parties thereto; and then such
amendment, waiver or consent shall be effective only in the specific instance and for the specific purpose for which given; provided,
however, that, to the extent required by the Conduit Purchasers commercial paper program, no such amendment that is material
(including, for the avoidance of doubt, any addition to the list of Special Obligors on Annex V) shall be effective until the applicable
Rating Agencies for the Conduit Purchaser have notified the Administrative Agent, in writing, that such action will not result in a
reduction or withdrawal of such Rating Agencies ratings on the Conduit Purchasers Notes; provided, further, that no such amendment
or waiver shall, without the consent of each affected Purchaser, (A) extend the date of any payment or deposit of Collections by the
Seller or the Servicer, (B) reduce the rate or extend the time of payment of Discount, (C) reduce any fees payable to the Administrative
Agent or any Purchaser pursuant to the Fee Letter, (D) change the amount of Capital of any Purchaser, any Purchasers Commitment
Percentage of the Purchasers Interest or any Related Committed Purchasers Commitment, (E) amend, modify or waive any provision
of
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the definition of Majority Purchasers or this Section 6.1, (F) consent to or permit the assignment or transfer by the Seller of any of its
rights and obligations under this Agreement, (G) change the definition of 91-Day Receivables Percentage, Aged Receivables Ratio,
Average Dilution Ratio, Combined Reserve, Cross-Aged Obligor, Days Sales Outstanding, Default Ratio, Delinquency
Ratio, Dilution, Dilution Horizon Factor, Dilution Ratio, Dilution Reserve Percentage, Dilution Spike, Dilution
Volatility, Direct-Pay LC Reserve, Eligible Obligor, Eligible Receivable, Fee Reserve, Loss Ratio, Loss Horizon Factor,
Loss Ratio, Loss Reserve Floor Percentage, Loss Reserve Percentage, Maximum Bond Rate, Outstanding Bond Balance,
Servicing Fee Reserve Percentage, Special Concentration Limit, Stress Factor, Termination Event, Three Month Aged
Receivables Ratio, Three Month Default Ratio, Three Month Delinquency Ratio, Three Month Dilution Ratio, Yield Reserve
or Yield Reserve Percentage, (H) amend or modify any defined term (or any defined term used directly or indirectly in such defined
term) used in clauses (A) through (G) above in a manner that would circumvent the intention of the restrictions set forth in such clauses,
or (I) otherwise materially and adversely affect the rights of any such Purchaser hereunder. No failure on the part of the Purchasers or
the Administrative Agent to exercise, and no delay in exercising any right hereunder shall operate as a waiver thereof, nor shall any
single or partial exercise of any right hereunder preclude any other or further exercise thereof or the exercise of any other right.
Section 6.2 Notices, Etc. All notices and other communications provided for hereunder shall, unless otherwise stated herein, be in
writing (which shall include facsimile and email communication) and be personally delivered or sent to the intended party by facsimile,
email or overnight mail to the mailing or email address or facsimile number, as applicable, set forth under its name on the signature
pages hereof (or in any other Assumption Agreement or Transfer Supplement pursuant to which it became a party hereto), or to such
other address or facsimile number as shall be designated by such party in a written notice to the other parties hereto. Notices and
communications by facsimile or email shall be effective when sent (and shall be followed by hard copy sent by first class mail), and
notices and communications sent by other means shall be effective when received.
Section 6.3 Successors and Assigns; Participations; Assignments.
(a) Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their
respective successors and assigns. Except as otherwise provided herein, neither the Seller nor the Servicer may assign or transfer any of
its rights or delegate any of its duties hereunder or under any Transaction Document without the prior consent of the Administrative
Agent and the LC Bank. Each of the Related Committed Purchasers, with the prior written consent of the Administrative Agent, the LC
Bank, the Servicer and the Seller (such consent not to be unreasonably withheld, conditioned or delayed), may assign any of its
interests, rights and obligations hereunder to an Eligible Assignee; provided, that (i) the Commitment amount to be assigned by any
such Related Committed Purchaser hereunder shall not be less than $50,000,000 and (ii) prior to the effective date of any such
assignment, the assignee and assignor shall have executed and delivered to the Administrative Agent and the LC Bank an assignment
and acceptance agreement in form and substance satisfactory to the Administrative Agent and the LC Bank. Upon the effectiveness of
any such permitted assignment, (i) the assignee thereunder shall, to the extent of the interests assigned to it, be entitled to the interests,
rights and obligations of a Related Committed Purchaser under this Agreement and (ii) the assigning Related Committed Purchaser
shall, to the extent of the interest assigned, be released from any further obligations under this Agreement.
-37-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

(b) Participations.
(i) Except as otherwise specifically provided herein, any Purchaser may sell to one or more Persons (including any Conduit)
(each a Participant) participating interests in the interests of such Purchaser hereunder; provided, however, that no Purchaser
shall grant any participation under which the Participant shall have rights to approve any amendment to or waiver of this
Agreement or any other Transaction Document. Such Purchaser shall remain solely responsible for performing its obligations
hereunder, and the Seller, the Servicer and the Administrative Agent shall continue to deal solely and directly with such Purchaser
in connection with such Purchasers rights and obligations hereunder. A Purchaser shall not agree with a Participant to restrict
such Purchasers right to agree to any amendment hereto, except amendments that require the consent of all Purchasers.
(ii) Notwithstanding anything contained in clause (a) or subclause (b)(i) of this Section 6.3, each of the LC Bank and each
Related Committed Purchaser may sell participations in all or any part of any Purchase made by such Related Committed
Purchaser to a Participant so long as (i) no such grant of a participation shall, without the consent of the Seller, require the Seller to
file a registration statement with the SEC and (ii) no holder of any such participation shall be entitled to require such Related
Committed Purchaser to take or omit to take any action hereunder except that such Related Committed Purchaser may agree with
such participant that, without such Participants consent, such Related Committed Purchaser will not consent to an amendment,
modification or waiver referred to in clauses (A) through (H) of Section 6.1. Such Purchaser shall remain solely responsible for
performing its obligations hereunder, and the Seller, the Servicer and the Administrative Agent shall continue to deal solely and
directly with such Purchaser in connection with such Purchasers rights and obligations hereunder.
Any such Participant shall not have any rights hereunder or under the Transaction Documents except that such Participant shall have
rights under Sections 1.7, 1.8, 1.9 and 1.10 hereunder as if it were a Related Committed Purchaser; provided that no such Participant
shall be entitled to receive any payment pursuant to such sections which is greater in amount than the payment which the transferor
Related Committed Purchaser would have otherwise been entitled to receive in respect of the participation interest so sold.
In addition, any Purchaser may at any time pledge or assign a security interest in all or any portion of its rights (including, without
limitation), rights to payment of Capital and Yield) under this Agreement to secure the obligations of such Purchaser to any Federal
Reserve Bank, in each case without notice to or consent of the Seller or the Administrative Agent; provided, that no such pledge or
assignment shall release such Purchaser from any of its obligations hereunder or substitute any such pledge or assignee for such
Purchaser as a party hereto.
(c) Assignments by Certain Related Committed Purchasers. Any Related Committed Purchaser may assign to one or more Persons
(each a Purchasing Related Committed Purchaser), who is reasonably acceptable to the Administrative Agent and the Seller, any
portion
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of its Commitment pursuant to a supplement hereto, substantially in the form of Annex E with any changes as have been approved by
the parties thereto (each, a Transfer Supplement), executed by each such Purchasing Related Committed Purchaser, such selling
Related Committed Purchaser, the Administrative Agent and the Seller, provided, that the consent of the Seller shall not be
unreasonably withheld or delayed. Notwithstanding the foregoing, the consent of the Seller shall not be required if:
(i) a Termination Event or Incipient Termination Event has occurred and is continuing, or
(ii) if the assignment is made by a Related Committed Purchaser to (1) the Administrative Agent, (2) any other Related
Committed Purchaser, (3) an Affiliate of the Administrative Agent or any Related Committed Purchaser, or (4) any Program
Support Provider.
Additionally, any Purchaser hereunder may assign any funded portion of its Commitment, without the consent of the Seller, to
(1) the Administrative Agent, (2) any other Related Committed Purchaser, (3) an Affiliate of the Administrative Agent or any Related
Committed Purchaser, (4) any commercial paper conduit or similar financing vehicle sponsored or administered by such Purchaser and
for whom such Purchaser acts as a program support provider or through which (directly or indirectly) such Purchaser does or may fund
Purchases hereunder (each, a Conduit), or (5) any Program Support Provider.
Upon (i) the execution of the Transfer Supplement, (ii) delivery of an executed copy thereof to the Seller, the Servicer and the
Administrative Agent and (iii) payment by the Purchasing Related Committed Purchaser to the selling Related Committed Purchaser of
the agreed-upon purchase price, if any, such selling Related Committed Purchaser shall be released from its obligations hereunder to the
extent of such assignment and such Purchasing Related Committed Purchaser shall for all purposes be a Related Committed Purchaser
party hereto and shall have all the rights and obligations of a Related Committed Purchaser hereunder to the same extent as if it were an
original party hereto. The amount of the Commitment of the selling Related Committed Purchaser allocable to such Purchasing Related
Committed Purchaser shall be equal to the amount of the Commitment of the selling Related Committed Purchaser transferred
regardless of the purchase price, if any, paid therefor. The Transfer Supplement shall be an amendment hereof only to the extent
necessary to reflect the addition of such Purchasing Related Committed Purchaser as a Related Committed Purchaser and any
resulting adjustment of the selling Related Committed Purchasers Commitment, and shall not otherwise be considered an amendment
of this Agreement.
(d) Assignments to Liquidity Providers and other Program Support Providers. The Conduit Purchaser may at any time grant to one
or more of its Liquidity Providers or other Program Support Providers, participating interests in its portion of the Purchasers Interest.
The Seller agrees that each Liquidity Bank and Program Support Provider hereunder shall be entitled to the benefits of Section 1.7. Such
Conduit Purchaser shall remain solely responsible for performing its obligations hereunder, and the Seller, the Servicer and the
Administrative Agent shall continue to deal solely and directly with such Conduit Purchaser in connection with such Conduit
Purchasers rights and obligations hereunder.
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(e) Other Assignment by Conduit Purchaser. Without limiting the right of the Conduit Purchaser to sell or grant interests or
participations to its Liquidity Providers and Program Support Providers as described in clause (d), above, each party hereto agrees and
consents to (i) the Conduit Purchasers assignment, participation, grant of security interests in or other transfers of any portion of, or
any of its beneficial interest in, the Purchasers Interest (or portion thereof), including without limitation to any collateral agent in
connection with a commercial paper program, and (ii) the complete assignment by the Conduit Purchaser of all of its rights and
obligations hereunder to any other Person, and upon such assignment the Conduit Purchaser shall be released from all obligations and
duties, if any, hereunder; provided, however, that the Conduit Purchaser may not, without the prior consent of its Related Committed
Purchasers, make any such transfer of its rights pursuant to this clause (e) unless the assignee (x) is a Conduit or (y) (i) has as its
Liquidity Bank any Liquidity Bank of the assigning Conduit Purchaser and (ii) is in the business or funding assets through the issuance
(directly or indirectly) of commercial paper notes. Any assigning Conduit Purchaser shall deliver to any assignee a Transfer Supplement
with any changes as have been approved by the parties thereto, duly executed by such Conduit Purchaser, assigning any portion of its
interest in the Purchasers Interest to its assignee. Such Conduit Purchaser shall promptly (i) notify each of the other parties hereto of
such assignment and (ii) take all further action that the assignee reasonably requests in order to evidence the assignees right, title and
interest in such interest in the Purchasers Interest and to enable the assignee to exercise or enforce any rights of such Conduit
Purchaser hereunder. Upon the assignment of any portion of its interest in the Purchasers Interest, the assignee shall have all of the
rights hereunder with respect to such interest (except that the Discount therefor shall thereafter accrue at the rate, determined with
respect to the assigning Conduit Purchaser unless the Seller and the assignee shall have agreed upon a different Discount). No
assignment by any Conduit Purchaser of all or any portion of its Purchasers Interest shall in any way diminish the obligation of its
Related Committed Purchasers under Section 1.1 to fund any Purchase not funded by such Conduit Purchaser or the assignee Conduit
Purchaser.
(f) Register. The Seller hereby designates the Administrative Agent to serve as the Sellers agent, solely for the purpose of this
clause (f), to maintain a register (the Register) on which the Administrative Agent will record any interests in the Receivables Pool
held by any Affected Person or Participant. The Register shall include the respective commitments, participation of each party in the
Receivables Pool and each repayment in respect of the Receivables Pool, and annexed to which the Administrative Agent shall retain a
copy of any Transfer Supplement delivered to the Administrative Agent pursuant to this clause (f). Failure to make any recordation, or
any error in such recordation, shall not affect the Sellers obligations in respect of the Transaction Documents. The entries in the
Register shall be conclusive (provided, however, that any failure to make any recordation or any error in such recordation shall be
corrected by the Administrative Agent upon notice or discovery thereof), and the Seller, the Administrative Agent and each other party
to the transaction (including any assignees and Participants) shall treat each person in whose name an interest in the Receivables Pool is
registered as the owner thereof for all purposes of the Transaction Documents, notwithstanding notice or any provision herein to the
contrary.
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Section 6.4 Costs, Expenses and Taxes.
By way of clarification, and not of limitation, of Sections 1.7 or 3.1, the Seller shall pay to the Administrative Agent, for its own
account and for the account of each Purchaser, on demand all costs and expenses in connection with (i) the preparation, execution,
delivery and administration (including amendments or waivers of any provision) of this Agreement or the other Transaction Documents
and other documents to be delivered hereunder or thereunder, (ii) the perfection (and continuation) of the Administrative Agents rights
in the Receivables, Collections and other Pool Assets, (iii) the enforcement by the Administrative Agent or the Purchasers of the
obligations of the Seller, the Servicer or the Originators under the Transaction Documents or of any Obligor under a Receivable, and
(iv) the maintenance by the Administrative Agent of the Lock-Box Accounts (and any related lock-box or post office box) and the
Collection Accounts, including reasonable fees, costs and expenses of legal counsel for the Administrative Agent relating to any of the
foregoing or to advising the Administrative Agent, any Purchaser any Liquidity Provider or any other Program Support Provider about
its rights and remedies under any Transaction Document or any related Funding Document and all reasonable costs and expenses
(including reasonable counsel fees and expenses) of the Administrative Agent and any Purchaser in connection with the enforcement of
the Transaction Documents or any Funding Document and in connection with the administration of the Transaction Documents. The
Seller shall reimburse the Administrative Agent and each Purchaser for the cost of such Persons auditors (which may be employees of
such Person and/or auditors of the Seller) auditing the books, records and procedures of the Seller or the Servicer to the extent set forth
in clause 1(e) of Exhibit IV. The Seller shall reimburse the Conduit Purchaser for any amounts the Conduit Purchaser must pay to any
Liquidity Provider or other Program Support Provider pursuant to any Funding Document on account of any tax; excluding, however,
any net income taxes or franchise taxes based upon net income imposed on any such Person as a result of a present or former connection
between such Person and the jurisdiction of the Governmental Authority imposing such tax or any political subdivision or taxing
authority thereof or therein (other than any such connection arising solely from such Person having executed, delivered or performed its
obligations or received a payment under, or enforced, this Agreement, the other Transaction Documents or any Liquidity Agreement or
Program Support Agreement executed in connection herewith or therewith, or from the interest conveyed hereunder or thereunder in the
Receivables and other Pool Assets or in respect of any Contract). The Seller shall reimburse the Conduit Purchaser on demand for all
costs and expenses incurred by the Conduit Purchaser or any shareholder of the Conduit Purchaser in connection with the Transaction
Documents or the transactions contemplated thereby, including the costs of the Rating Agencies and reasonable fees and out-of-pocket
expenses of counsel of the Administrative Agent or the Conduit Purchaser, or any shareholder, or administrator, of the Conduit
Purchaser for advice relating to the Conduit Purchasers operation. For the avoidance of doubt, no Purchaser or other Affected Person
shall be entitled to indemnification pursuant to this Section 6.4 of any cost, expense or other amount for which such Purchaser has been
compensated pursuant to any of Sections 1.7, 1.10, 3.1 or 3.2.
Section 6.5 No Proceedings; Limitation on Payments. (a) Each of the Seller, Armstrong, the Servicer, the Administrative Agent,
the Purchasers, each assignee of the Purchasers Interest or any interest therein, and each Person that enters into a commitment to
purchase the Purchasers Interest or interests therein, hereby covenants and agrees that it will not institute against, or join any other
Person in instituting against, any Conduit Purchaser any Insolvency Proceeding, for one year and one day after the date the latest
maturing Note issued by such Conduit Purchaser is paid in full. The provisions of this Section 6.5(a) shall survive any termination of
this Agreement.
-41-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

(b) Notwithstanding any provisions contained in this Agreement to the contrary, the Conduit Purchaser shall not be obligated to
pay any amount, if any, payable by it pursuant to this Agreement or any other Transaction Document unless (i) the Conduit Purchaser
has received funds which may be used to make such payment and which funds are not required to repay the Notes when due and
(ii) after giving effect to such payment, either (x) the Conduit Purchaser could issue Notes to refinance all outstanding Notes (assuming
such outstanding Notes matured at such time) in accordance with the program documents governing the Conduit Purchasers
commercial paper program or (y) all Notes are paid in full. Any amount which such Conduit Purchaser does not pay pursuant to the
operation of the preceding sentence shall not constitute a claim (as defined in §101 of the Bankruptcy Code) against or company
obligation of such Conduit Purchaser for any such insufficiency unless the provisions of clauses (i) and (ii) above are satisfied. Any and
all claims against the Conduit Purchaser under this Agreement shall be subordinate to the claims of the holders of the Notes or the
Conduit Purchasers other obligations with respect to its commercial paper program. The provisions of this Section 6.5(b) shall survive
any termination of this Agreement.
(c) Notwithstanding any provisions contained in this Agreement to the contrary, the Company shall not, and shall not be obligated
to, use any funds to pay any amount pursuant to this Agreement or any other Transaction Document unless the Company has received
funds that may be used to make such payment. Any amount that the Company does not pay pursuant to the operation of the preceding
sentence shall not constitute a claim (as defined in §101 of the Bankruptcy Code) against or company obligation of the Seller for any
such insufficiency unless and until the provisions of the foregoing sentence are satisfied The provisions of this Section 6.5(c) shall
survive any termination of this Agreement.
Section 6.6 GOVERNING LAW AND JURISDICTION.
(a) THIS AGREEMENT SHALL BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE LAWS
OF THE STATE OF NEW YORK WITHOUT REGARD TO ANY OTHERWISE APPLICABLE CONFLICTS OF LAW
PRINCIPLES (OTHER THAN SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS LAW OF THE STATE OF
NEW YORK) EXCEPT TO THE EXTENT THAT THE VALIDITY OR PERFECTION OF A SECURITY INTEREST OR
REMEDIES HEREUNDER, IN RESPECT OF ANY PARTICULAR COLLATERAL ARE GOVERNED BY THE LAWS OF A
JURISDICTION OTHER THAN THE STATE OF NEW YORK.
(b) ANY LEGAL ACTION OR PROCEEDING WITH RESPECT TO THIS AGREEMENT MAY BE BROUGHT IN THE
COURTS OF THE STATE OF NEW YORK LOCATED IN THE BOROUGH OF MANHATTAN IN THE CITY OF NEW YORK OR
OF THE UNITED STATES FOR THE SOUTHERN DISTRICT OF NEW YORK; AND, BY EXECUTION AND DELIVERY OF
THIS AGREEMENT, EACH OF THE PARTIES HERETO CONSENTS, FOR ITSELF AND IN RESPECT OF ITS PROPERTY, TO
THE NON-EXCLUSIVE JURISDICTION OF THOSE COURTS. EACH OF THE PARTIES HERETO IRREVOCABLY WAIVES,
TO THE MAXIMUM EXTENT PERMITTED BY LAW,
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ANY OBJECTION, INCLUDING ANY OBJECTION TO THE LAYING OF VENUE OR BASED ON THE GROUNDS OF FORUM
NON CONVENIENS, THAT IT MAY NOW OR HEREAFTER HAVE TO THE BRINGING OF ANY ACTION OR PROCEEDING
IN SUCH JURISDICTION IN RESPECT OF THIS AGREEMENT OR ANY DOCUMENT RELATED HERETO. EACH OF THE
PARTIES HERETO WAIVES PERSONAL SERVICE OF ANY SUMMONS, COMPLAINT OR OTHER PROCESS, WHICH
SERVICE MAY BE MADE BY ANY OTHER MEANS PERMITTED BY NEW YORK LAW.
Section 6.7 Confidentiality. Unless otherwise required by applicable law, rules, regulations or judicial process, each of the Seller
and the Servicer agrees to maintain the confidentiality of this Agreement and the other Transaction Documents (and all drafts thereof) in
communications with third parties and otherwise; provided, that this Agreement may be disclosed to: (a) third parties to the extent such
disclosure is made pursuant to a written agreement of confidentiality in form and substance reasonably satisfactory to the
Administrative Agent, and (b) the Sellers and the Servicers legal counsel and auditors. Unless otherwise required by applicable law,
rules, regulations or judicial process, the Administrative Agent and each the Purchasers agree to maintain the confidentiality of this
Agreement and the other Transaction Documents (and all drafts hereof and thereof) and any information obtained hereunder and
thereunder regarding the Seller, the Servicer and the Originators, in communications with third parties and otherwise; provided, that
such information may be disclosed to: (i) third parties to the extent such disclosure is made pursuant to a written agreement of
confidentiality in form and substance reasonably satisfactory to the party to which such information relates, (ii) legal counsel and
auditors of the Purchasers or the Administrative Agent, (iii) if applicable, the rating agencies rating the Notes of the Conduit Purchaser,
(iv) any Program Support Provider or potential Program Support Provider (if they agree to hold it confidential), (v) any placement
agency placing the Notes and (vi) any regulatory authorities having jurisdiction over the Administrative Agent, any Purchaser, any
Program Support Provider or any Liquidity Provider.
Section 6.8 Execution in Counterparts. This Agreement may be executed in any number of counterparts, each of which, when so
executed, shall be deemed to be an original, and all of which, when taken together, shall constitute one and the same agreement.
Section 6.9 Survival of Termination. The provisions of Sections 1.7, 1.8, 1.9, 1.10, 3.1, 3.2, 6.4, 6.5, 6.6, 6.7, 6.8, 6.10 and 6.15
shall survive any termination of this Agreement.
Section 6.10 WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO WAIVES ITS RESPECTIVE RIGHTS TO A
TRIAL BY JURY OF ANY CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING OUT OF OR RELATED TO THIS
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY IN ANY ACTION, PROCEEDING OR OTHER
LITIGATION OF ANY TYPE BROUGHT BY ANY OF THE PARTIES AGAINST ANY OTHER PARTY OR PARTIES, WHETHER
WITH RESPECT TO CONTRACT CLAIMS, TORT CLAIMS OR OTHERWISE. EACH OF THE PARTIES HERETO AGREES
THAT ANY SUCH CLAIM OR CAUSE OF ACTION SHALL BE TRIED BY A COURT TRIAL WITHOUT A JURY. WITHOUT
LIMITING THE FOREGOING, EACH OF THE PARTIES HERETO FURTHER AGREES THAT ITS RESPECTIVE RIGHT TO A
TRIAL BY JURY IS WAIVED BY OPERATION OF THIS SECTION AS TO ANY ACTION, COUNTERCLAIM OR OTHER
PROCEEDING THAT SEEKS, IN WHOLE OR IN PART, TO
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CHALLENGE THE VALIDITY OR ENFORCEABILITY OF THIS AGREEMENT OR ANY PROVISION HEREOF. THIS WAIVER
SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR MODIFICATIONS TO THIS
AGREEMENT.
Section 6.11 Sharing of Recoveries. Each Purchaser agrees that if it receives any recovery, through set-off, judicial action or
otherwise, on any amount payable or recoverable hereunder in a greater proportion than should have been received hereunder or
otherwise inconsistent with the provisions hereof, then the recipient of such recovery shall purchase for cash an interest in amounts
owing to the other Purchasers (as return of Capital or otherwise), without representation or warranty except for the representation and
warranty that such interest is being sold by each such other Purchaser free and clear of any Adverse Claim created or granted by such
other Purchaser, in the amount necessary to create proportional participation by the Purchaser in such recovery. If all or any portion of
such amount is thereafter recovered from the recipient, such purchase shall be rescinded and the purchase price restored to the extent of
such recovery, but without interest.
Section 6.12 Right of Setoff. Each Purchaser is hereby authorized (in addition to any other rights it may have) to setoff,
appropriate and apply (without presentment, demand, protest or other notice which are hereby expressly waived) any deposits and any
other indebtedness held or owing by such Purchaser (including by any branches or agencies of such Purchaser) to, or for the account of,
the Seller against amounts owing by the Seller hereunder (even if contingent or unmatured).
Section 6.13 Entire Agreement. This Agreement and the other Transaction Documents embody the entire agreement and
understanding between the parties hereto, and supersede all prior or contemporaneous agreements and understandings of such Persons,
verbal or written, relating to the subject matter hereof and thereof.
Section 6.14 Headings. The captions and headings of this Agreement and any Exhibit, Schedule or Annex hereto are for
convenience of reference only and shall not affect the interpretation hereof or thereof.
Section 6.15 Purchasers Liabilities. The obligations of each Purchaser and the Administrative Agent under the Transaction
Documents are solely the corporate obligations of such Person. Except with respect to any claim arising out of the willful misconduct or
gross negligence of the Administrative Agent or any Purchaser, no claim may be made by the Seller or the Servicer or any other Person
against the Administrative Agent or any Purchaser or their respective Affiliates, directors, officers, employees, attorneys or agents for
any special, indirect, consequential or punitive damages in respect of any claim for breach of contract or any other theory of liability
arising out of or related to the transactions contemplated by this Agreement or any other Transaction Document, or any act, omission or
event occurring in connection therewith; and each of Seller and Servicer hereby waives, releases, and agrees not to sue upon any claim
for any such damages, whether or not accrued and whether or not known or suspected to exist in its favor.
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Section 6.16 Limited Recourse. Each party acknowledges and agrees that the Seller will be liable for the indebtedness and
obligations set forth in this Agreement and the other Transaction Documents to the full extent (but only to the extent) that the Seller has
assets available to pay such obligations. For the purposes of this Section 6.16, the assets of the Seller shall include (i) any and all cash,
Permitted Investments or other securities, whether certificated or uncertificated, held by or registered in the name of the Seller, (ii) all of
the Sellers rights under the Transaction Documents (including its rights as against the Originators and Armstrong in its various
capacities under the Sale Agreement), (iii) all proceeds of, and all amounts received or receivable under any or all of, the foregoing, and
(iv) to the extent not captured in (i), (ii) or (iii) above, the Pool Assets.
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed by their respective officers thereunto duly
authorized, as of the date first above written.
ARMSTRONG RECEIVABLES COMPANY
LLC, as Seller
By:
Name: Mark A. Telymonde
Title: Assistant Treasurer
Address:

c/o Armstrong World Industries, Inc.
2500 Columbia Ave
Lancaster, PA 17603

Attention: Mark A. Telymonde
Telephone: (717) 396-3306
Facsimile: (717) 396-6136
S-1
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ARMSTRONG WORLD INDUSTRIES, INC., as
Servicer and Performance Guarantor
By:
Name: Thomas J. Waters
Title: Vice-President and Treasurer
Address:

Armstrong World Industries, Inc.
2500 Columbia Ave
Lancaster, PA 17603

Attention: Mark A. Telymonde
Telephone: (717) 396-3306
Facsimile: (717) 396-6136
S-2
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LIBERTY STREET FUNDING LLC,
as Conduit Purchaser
By:
Name:
Title:
Address:

Liberty Street Funding LLC
c/o Global Securitization Services, LLC
114 W. 47th Street, Suite 2310
New York, NY 10036

Attention: Jill A. Russo
Telephone: (212) 295-2742
Facsimile: (212) 302-8767
S-3
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THE BANK OF NOVA SCOTIA, as a Related
Committed Purchaser for Liberty Street Funding
LLC
By:
Name: Paula Czach
Title: Managing Director
Address:

The Bank of Nova Scotia
40 King Street West, 63rd Floor
Toronto, ON
Canada M5H1H1

Attention
Paula Czach
Telephone:
(416) 865-6311
Commitment: $100,000,000
With a copy to:
The Bank of Nova Scotia
One Liberty Plaza, 26th Floor
New York, NY 10006
Attention: Darren Ward
Director, Asset-Backed Finance
Telephone: (212) 225-5264
Facsimile: (212) 225-5274
S-4

Receivables Purchase Agreement

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

THE BANK OF NOVA SCOTIA, as the LC Bank
By:
Name: Paula Czach
Title: Managing Director
Address:

The Bank of Nova Scotia 40
King Street West, 63rd Floor
Toronto, ON
Canada M5H1H1

Attention Paula Czach
Telephone: (416) 865-6311
With a copy to:
The Bank of Nova Scotia
One Liberty Plaza, 26th Floor
New York, NY 10006
Attention: Darren Ward
Director, Asset-Backed Finance
Telephone: (212) 225-5264
Facsimile: (212) 225-5274
S-5
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THE BANK OF NOVA SCOTIA, as
Administrative Agent
By:
Name: Paula Czach
Title: Managing Director
Address:

The Bank of Nova Scotia 40
King Street West, 63rd Floor
Toronto, ON
Canada M5H1H1

Attention: Paula Czach
Telephone: (416) 865-6311
With a copy to:
The Bank of Nova Scotia
One Liberty Plaza, 26th Floor
New York, NY 10006
Attention: Darren Ward
Director, Asset-Backed Finance
Telephone: (212) 225-5264
Facsimile: (212) 225-5274
S-6
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EXHIBIT I
DEFINITIONS
As used in this Agreement (including its Exhibits, Schedules and Annexes), the following terms shall have the following meanings
(such meanings to be equally applicable to both the singular and plural forms of the terms defined). Unless otherwise indicated, all
Section, Annex, Exhibit and Schedule references in this Exhibit are to Sections of and Annexes, Exhibits and Schedules to the
Agreement.
91-Day Receivables Percentage means, on any date of determination and with respect to any Obligor, the amount (expressed as
a percentage) obtained by dividing (i) the Outstanding Balance of all Receivables of such Obligor as to which any payment, or part
thereof, remained unpaid for more than 90 days from the original due date for such payment as of the last day of the calendar month
immediately preceding the calendar month in which such date falls, by (ii) the aggregate Outstanding Balance of all Receivables of such
Obligor as of the last day of the calendar month immediately preceding the calendar month in which such date of determination falls.
Accrual Reserve Amount means, on any date, the greater of (x) $20,000,000 and (y) the product of (i) 1.25 multiplied by (ii) the
sum of (a) the cash discount accrual balance, (b) the volume rebate accrual balance, (c) the fileback accrual balance, (d) the mark down
accrual balance and (e) the bad debt reserve accrual balance, each as reported in the most recent Servicer Report as of such date.
Administrative Agent has the meaning set forth in the preamble to the Agreement.
Adverse Claim means a lien, security interest or other charge or encumbrance, or any other type of preferential arrangement; it
being understood that any thereof in favor of the Administrative Agent (for the benefit of the Purchasers ) shall not constitute an
Adverse Claim for purposes of this Agreement or the other Transaction Documents.
Affected Person has the meaning set forth in Section 1.7 of the Agreement.
Affiliate means, with respect to any Person, another Person that directly, or indirectly through one or more intermediaries,
Controls or is Controlled by or is under common Control with the Person specified. Control means the possession, directly or
indirectly, of the power to direct or cause the direction of the management or policies of a Person, whether through the ability to
exercise voting power, by contract or otherwise. Controlling and Controlled have meanings correlative thereto.
Aged Receivables Ratio- means the ratio (expressed as a percentage and rounded to the nearest 1/100 of 1%) computed as of the
last day of each calendar month by dividing: (a) the sum (without duplication) of (i) the aggregate Outstanding Balance of all Pool
Receivables that were 61 to 90 days past due as of the last day of such calendar month and (ii) the aggregate Outstanding Balance of
Pool Receivables that were less than 61 days past due and that, consistent with the applicable Credit and Collection Policy, were written
off as uncollectible during such calendar month, by (b) the aggregate dollar amount of Pool Receivables created during the calendar
month that is three months preceding such calendar month.
I-1

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Aggregate Capital means, at any time, the aggregate amount of Capital with respect to each Purchaser.
Aggregate Discount means, at any time, the sum of the aggregate amount of accrued and unpaid Discount with respect to each
Purchaser.
Agreement means the Receivables Purchase Agreement, as used in the Receivables Purchase Agreement, and the Sale
Agreement, as used in the Sale Agreement.
AHF means Armstrong Hardwood Flooring Company, a Tennessee corporation.
Alternate Rate for any Yield Period for any Capital (or portion thereof) funded by any Purchaser other than through the issuance
of Notes, means an interest rate per annum equal to the Euro-Rate; provided, that the Alternate Rate for any day on which a
Termination Event exists shall be an interest rate equal to the greater of (i) the Euro-Rate in effect on such day and (ii) the Base Rate in
effect on such day (in each case including, for the avoidance of doubt, any increase in such rate set forth in the first proviso to the
definition of Discount).
Amortization Day means (a) each day on which the conditions set forth in Section 2 of Exhibit II to the Agreement are not
satisfied or (b) each day that occurs on or after the Facility Termination Date.
Armstrong means Armstrong World Industries, Inc., a Pennsylvania corporation.
Armstrong Person means each of Armstrong, each Originator and each other Subsidiary or Affiliate of Armstrong.
Asbestos PI Trust means the trust established by Armstrong in accordance with the Asbestos PI Trust Agreement.
Asbestos PI Trust Agreement means the Armstrong World Industries, Inc. Asbestos Personal Injury Settlement Trust
Agreement, dated as of October 2, 2006, by Armstrong, the Legal Representative for Asbestos-Related Future Claimants, the Official
Committee of Asbestos Creditors, the Trustees and the members of the PI Trust Advisory Committee.
Assumption Agreement means an agreement substantially in the form set forth in Annex C to this Agreement.
Attorney Costs means and includes all reasonable fees and disbursements of any law firm or other external counsel, the
reasonable allocated cost of internal legal services and all reasonable disbursements of internal counsel.
Average Dilution Ratio means, for any calendar month, the twelve month rolling average of the Dilution Ratios for such month
and the eleven immediately preceding months.
Bankruptcy Code means the United States Bankruptcy Reform Act of 1978 (11 U.S.C. § 101, et seq.), as amended from time to
time.
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Base Rate means, with respect to any Purchaser, for any day, a fluctuating interest rate per annum as shall be in effect from time
to time, which rate shall be at all times equal to the greatest of:
(a) the interest rate established by the Administrative Agent from time to time as its prime rate, base rate, reference
rate or similarly described rate in the United States, which may not necessarily be the lowest rate offered by the Administrative
Agent, and
(b) 0.50% per annum above the Federal Funds Rate in effect on such day.
Business Day means any day (other than a Saturday or Sunday) on which: (a) banks are not authorized or required to close in
New York City, New York, and (b) if this definition of Business Day is utilized in connection with the Euro-Rate, dealings are carried
out in the London interbank market.
Capital means with respect to the Conduit or any Related Committed Purchaser, the amount paid (i) to the Seller in respect of
the Purchasers Interest and (ii) to the LC Bank in respect of any unreimbursed Participation Advances or Reimbursement Purchases, in
each case by such Purchaser pursuant to the Agreement, as reduced from time to time by Collections distributed and applied on account
of such Capital pursuant to Section 1.4(d) of the Agreement; provided, that if such Capital shall have been reduced by any distribution
and thereafter all or a portion of such distribution is rescinded or has otherwise been returned for any reason, such Capital shall be
increased by the amount of such rescinded or returned distribution as though it had not been made; it being understood that, (i) the
outstanding drawn amount under any Letter of Credit not reimbursed pursuant to Section 1.15 shall constitute Capital, and (ii) the LC
Participation Amount shall not constitute Capital.
Cash Collateralize means, with respect to any then-outstanding Letters of Credit, to pledge and deposit with or deliver to the
Administrative Agent, for deposit into the LC Collateral Account for the benefit of the Administrative Agent (for the benefit of the LC
Bank and the Related Committed Purchasers), cash or deposit account balances up to an amount necessary to cause the amount on
deposit in the LC Collateral Account to equal the LC Participation Amount.
Change of Control means an event or series of events by which:
(a) Armstrong ceases to own, directly or indirectly, (i) 100% of the capital stock of the Seller or, if Armstrong is not the
Servicer, the Servicer, and (ii) a majority of the capital stock or membership interest, as the case may be, of any Originator other
than Armstrong, free and clear of any Adverse Claim (other than the pledge of any such interest therein in favor of the lenders or
any agent for the lenders under the Credit Agreement);
(b) any person or group (as such terms are used in Sections 13(d) and 14(d) of the Securities Exchange Act of 1934, but
excluding (i) the Asbestos PI Trust, (ii) TPG and (iii) any employee benefit plan of such person or its subsidiaries and any person
or entity acting in its capacity as trustee, agent or other fiduciary or administrator of any such plan) becomes the beneficial
owner (as defined in Rules 13d-3 and 13d-5 under the Securities Exchange Act of 1934), directly or indirectly, of more than fifty
percent (50%) of the Capital Stock of Armstrong entitled to vote for members of the board of directors or equivalent governing
body on a fully diluted basis; or
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(c) during any period of twelve consecutive months, a majority of the members of the board of directors or other equivalent
governing body of Armstrong cease to be composed of individuals (i) who were members of that board or equivalent governing
body on the first day of such period, (ii) whose election or nomination to that board or equivalent governing body was approved by
individuals referred to in clause (i) above constituting at the time of such election or nomination at least a majority of that board or
equivalent governing body, (iii) whose election or nomination to that board or other equivalent governing body was approved by
individuals referred to in clauses (i) and (ii) above constituting at the time of such election or nomination at least a majority of that
board or equivalent governing body, (iv) who were members of that board or equivalent governing body on the Closing Date or
(v) who receives the vote of the Asbestos PI Trust or TPG in his or her election by the stockholders.
Closing Date means December 10, 2010.
Collection Account means each account listed on Schedule II hereto (as such Schedule II may be amended from time to time
with the consent of the Administrative Agent) and maintained at a Collection Account Bank for the purpose of receiving Collections
from Obligors, the Lock-Box Accounts and/or as otherwise described in the Agreement and the other Transaction Documents (which,
for the avoidance of doubt, may be a collection account or concentration account).
Collection Account Agreement means an account control agreement among the Seller, the Servicer, the Administrative Agent
and a Collection Account Bank, in form and substance reasonably satisfactory to the Administrative Agent, relating to a Collection
Account, as such agreement may be amended, supplemented or otherwise modified from time to time.
Collection Account Bank means each bank at which a Collection Account is maintained as of the Closing date, and any other
bank in such capacity consented to in writing by the Administrative Agent.
Collections means, with respect to any Pool Receivable: (a) all funds that are received by any Originator, Armstrong, the Seller
or the Servicer in payment of any amounts owed in respect of such Pool Receivable (including purchase price, finance charges, interest
and all other charges), or applied to amounts owed in respect of such Pool Receivable (including insurance payments and net proceeds
of the sale or other disposition of repossessed goods or other collateral or property of the related Obligor or any other Person directly or
indirectly liable for the payment of such Pool Receivable and available to be applied thereon), (b) all Deemed Collections and (c) all
other proceeds of such Pool Receivable.
Combined Reserve means, on any date, the product of the Net Receivables Pool Balance multiplied by the greater of:
(a) the sum of (i) the Loss Reserve Percentage and (ii) the Dilution Reserve Percentage, and
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(b) the sum of (i) the Loss Reserve Floor Percentage and (ii) the Expected Dilution Reserve.
Commitment means, as of any date of determination with respect to each Related Committed Purchaser, the maximum amount
which such Related Committed Purchaser is obligated to pay hereunder on account of all Purchases and Participation Advances, on a
combined basis, as set forth below its signature to this Agreement or in the Assumption Agreement or Transfer Supplement or other
agreement pursuant to which it became a Purchaser, as such amount may be modified in connection with any subsequent assignment
pursuant to Section 6.3(c) or in connection with a change in the Purchase Limit pursuant to Section 1.1(d).
Commitment Percentage means, as of any date of determination with respect to each Related Committed Purchaser, the quotient
of (a) such Related Committed Purchasers Commitment divided by (b) the aggregate amount of all Commitments with respect to all
Related Committed Purchasers.
Company Note has the meaning set forth in Section 3.1 of the Sale Agreement.
Concentration Limit shall mean (x) with respect to the Receivables, for Receivables that have a stated maturity that is more than
60 days but not greater than 120 days, 20%, and (y) with respect to each Obligor:
(a) (i) for any Group A Obligor, 20%, (ii) for any Group B Obligor, 10%, (iii) for any Group C Obligor, 6.7% and (iv) for any
Group D Obligor, 4%; and
(b) notwithstanding that an Obligor may fall within one of the categories set forth in paragraph (a) above, such other amount
for any Obligor as set forth on Schedule V hereto
provided, that the Concentration Limit for any Obligor may be modified with (a) the prior written consent of the Administrative Agent,
and (b) the satisfaction of the Rating Agency Condition) in writing to the Seller and the Servicer.
Conduit has the meaning set forth in Section 6.3(c) of the Agreement.
Conduit Purchasers means each financial institution or commercial paper conduit that is a party to the Agreement, as a
purchaser, or that becomes a party to the Agreement, as a purchaser pursuant to an Assumption Agreement.
Contract means, with respect to any Pool Receivable, any and all contracts, instruments, agreements, leases, invoices, notes or
other writings pursuant to which such Pool Receivable arises or that evidence such Pool Receivable or under which an Obligor becomes
or is obligated to make payment in respect of such Pool Receivable.
CP Rate means, with respect to each Conduit Purchaser, for any day during any Yield Period for which any Portion of Capital is
funded by the Conduit Purchaser, (a) the per annum rate equivalent to the weighted average cost (as determined by the Conduit
Purchaser and which shall include commissions of placement agents and dealers, incremental carrying costs incurred with
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respect to Notes maturing on dates other than those on which corresponding funds are received by the Conduit Purchaser, other
borrowings by the Conduit Purchaser (other than under any Program Support Agreement) and any other costs associated with the
issuance of Notes) of or related to the issuance of Notes that are allocated, in whole or in part, by the Conduit Purchaser to fund or
maintain such Portion of Capital (and which may be also allocated in part to the funding of other assets of such Conduit Purchaser);
provided, however, that if any component of such rate is a discount rate, in calculating the CP Rate for such Portion of Capital for
such day, the Conduit Purchaser shall for such component use the rate resulting from converting such discount rate to an interest bearing
equivalent rate per annum; and (b) any other rate (agreed by the Seller) designated as the CP Rate for a Conduit Purchaser in an
Assumption Agreement or Transfer Supplement pursuant to which such Person becomes a party as a Conduit Purchaser to the
Agreement, or any other writing or agreement provided by such Conduit Purchaser to the Seller, the Servicer and the Administrative
Agent from time to time.
Credit Agreement means that certain Credit Agreement, dated November 23, 2010, among Armstrong and Armstrong Wood
Products, Inc., as borrowers, certain subsidiaries of Armstrong, as guarantors, Bank of America, N.A., as administrative agent and
collateral agent, JPMorgan Chase Bank, N.A, as syndication agent, Barclays Bank PLC, as documentation agent, and the various other
lenders from time to time party thereto, as amended, restated, supplemented, refinanced, replaced or otherwise modified from time to
time, provided that, if The Bank of Nova Scotia ceases to be a lender thereunder, each reference to any provision of the Credit
Agreement shall mean such provision as in effect immediately prior to the date The Bank of Nova Scotia ceased to be a lender
thereunder.
Credit and Collection Policy means, as the context may require, the receivables credit and collection policy of each Originator
and of Armstrong in effect on the date of the Agreement and described in Schedule I to the Agreement, as modified from time to time in
compliance with the Agreement.
Cross-Aged Obligor means, as of any date of determination, (i) from and including the date the Servicer notifies the
Administrative Agent that it has updated its reporting capabilities of past-due Receivables, any Obligor with respect to which the
91-Day Receivables Percentage exceeds 25%, and (ii) prior to such date, each of the top fifteen Obligors (as measured by the
Outstanding Balance of Receivables of the Obligors) with respect to which the 91-Day Receivables Percentage exceeds 25%.
Days Sales Outstanding means, on any date in any calendar month, the product of (a) 90 and (b) the quotient obtained by
dividing (i) the average of the aggregate Outstanding Balance of Pool Receivables on the last day of the three calendar months
immediately preceding the calendar month in which such date occurs by (ii) the aggregate dollar amount of Pool Receivables created
during the three calendar months immediately preceding the calendar month in which such date occurs.
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Debt of any Person shall mean, without duplication, (a) all indebtedness of such Person for borrowed money, (b) all obligations
of such Person evidenced by bonds, debentures, notes or similar instruments, (c) all obligations of such Person under conditional sale or
other title retention agreements relating to property or assets purchased by such Person, (d) all obligations of such Person issued or
assumed as the deferred purchase price of property or services (other than current trade liabilities and current intercompany liabilities
(but not any refinancings, extensions, renewals or replacements thereof) incurred in the ordinary course of business), (e) all guarantees
by such Person of Debt of others, (f) all capital lease obligations of such Person, (g) all payments that such Person would have to make
in the event of an early termination, on the date Debt of such Person is being determined, in respect of outstanding swap agreements,
(h) the principal component of all obligations, contingent or otherwise, of such Person as an account party in respect of letters of credit
and (i) the principal component of all obligations of such person in respect of bankers acceptances. The Debt of any person shall
include the Debt of any partnership in which such Person is a general partner, other than to the extent that the instrument or agreement
evidencing such Debt expressly limits the liability of such person in respect thereof.
Declining Conduit Purchaser has the meaning set forth in Section 1.4(b)(ii) of the Agreement.
Declining Notice has the meaning set forth in Section 1.4(b)(ii) of the Agreement.
Deemed Collections has the meaning set forth in Section 1.4(e)(ii) of the Agreement.
Default Ratio means the ratio (expressed as a percentage and rounded to the nearest 1/100 of 1%) computed as of the last day of
each calendar month by dividing: (a) the aggregate Outstanding Balance of all Pool Receivables that were Defaulted Receivables as of
the last day of such calendar month, by (b) the Outstanding Balance of all Pool Receivables as of the last day of such calendar month.
Defaulted Receivable means a Pool Receivable:
(a) as to which any payment, or part thereof, remains unpaid for more than 90 days from the original due date for such
payment, or
(b) as to which an Insolvency Proceeding shall have occurred or been continuing with respect to the Obligor thereof or any
other Person obligated thereon or owning any Related Security with respect thereto at any time following the origination of such
Pool Receivable, or
(c) that remains unpaid for less than or equal to 90 days from the original due date for such payment and has been written off
the Sellers books as uncollectible.
Delinquency Ratio means the ratio (expressed as a percentage and rounded to the nearest 1/100 of 1%, with 5/1000th of 1%
rounded upward) computed as of the last day of each calendar month by dividing: (a) the aggregate Outstanding Balance of all Pool
Receivables that were Delinquent Receivables on such day by (b) the aggregate Outstanding Balance of all Pool Receivables on such
day.
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Delinquent Receivable means a Pool Receivable (other than a Defaulted Receivable) as to which any payment, or part thereof,
remains unpaid for more than 60 days from the original due date for such payment.
Dilution means, as of any date of determination with respect to any Pool Receivable, the aggregate Net Reduction Amount that
has arisen with respect to such Pool Receivable on or prior to such date.
Dilution Horizon Factor means, for any date in any calendar month, the ratio (expressed as a percentage and rounded to the
nearest 1/100th of 1%) of (a) the gross sales made by all the Originators during the calendar month immediately preceding the calendar
month in which such date occurs, to (b) the Net Receivables Pool Balance at the last day of such immediately preceding calendar
month.
Dilution Ratio means the ratio (expressed as a percentage and rounded to the nearest 1/100th of 1%, with 5/1000th of 1%
rounded upward) computed as of the last day of each calendar month by dividing: (a) the aggregate amount of Dilutions that occurred
during such calendar month by (b) the aggregate gross sales of the Originators during the calendar month that is one month prior to such
calendar month.
Dilution Reserve Percentage means, on any date, the following amount:
[(SF x ADR) + DV] x DHF
where:
SF

=

the Stress Factor,

ADR =

the Expected Dilution Ratio as of such date,

DV

the Dilution Volatility as of such date, and

=

DHF =

the Dilution Horizon Factor as of such date.

Dilution Spike means, for any date, the highest Dilution Ratio for any calendar month during the twelve calendar months
immediately preceding the calendar month in which such date occurs.
Dilution Volatility means, on any date, the product of (a) the Dilution Spike as of such date minus the most recently calculated
Average Dilution Ratio on such date, multiplied by (b) the Dilution Spike as of such date divided by the Average Dilution Ratio on such
date.
Direct-Pay LC Reserve means, on any date, an amount equal to:
2 x MBR x OBB x 108
Year
where:
I-8

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

MBR

=

the Maximum Bond Rate,

OBB

=

Outstanding Bond Balance as of such date, and

Year

=

365 or 366, as applicable.

Discount means with respect to any Purchaser:
(a)

for each day in Yield Period on which a Portion of Capital is funded by such Purchaser through the issuance of Notes:
CPR x C
360

(b)

in the event that such Purchaser is (i) a Conduit Purchaser, for each day in any Yield Period on which a Portion of Capital is
funded by such Conduit Purchaser other than through the issuance of Notes, or (ii) an LC Bank and/or any Related
Committed Purchaser, for each day in any Yield Period on which a draw funded by such Purchaser under any Letter of Credit
remains unreimbursed:
AR x C
Year

(c)

in the event that such Purchaser is a Related Committed Purchaser, for each day in any Yield Period on which a Portion of
Capital is funded by such Related Committed Purchaser other than as described in clause (b) above:
ER x C
Year

where:
AR

=

the Alternate Rate for such Portion of Capital on such day with respect to such Purchaser,

C

=

the Capital with respect to such Portion of Capital on such day with respect to such Purchaser,

CPR

=

the CP Rate for such Portion of Capital on such day with respect to such Purchaser,

ER

=

the Euro-Rate for such Portion of Capital on such day with respect to such Purchaser,

Year

=

if such Portion of Capital is funded based upon: (i) the Euro-Rate, 360, and (ii) the Base Rate, 365 or 366,
as applicable, and
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provided, that for any day while a Termination Event exists each of AR, CPR and ER shall mean an interest rate per annum
equal to the sum of such rate plus 2.0% per annum, and provided further, that to the extent that any Purchaser is calculating an interest
rate pursuant to clause (b) above, the rate at which interest is calculated pursuant to clause (c) above shall be the greater of (i) the rate
calculated pursuant to clause (b) above and the rate calculated pursuant to clause (c) above, and provided further, that no provision of
the Agreement shall require the payment or permit the collection of Discount in excess of the maximum permitted by applicable law;
and provided further, that Discount for any Portion of Capital shall not be considered paid by any distribution to the extent that at any
time all or a portion of such distribution is rescinded or must otherwise be returned for any reason. In the event that Discount is used
with respect to an entire Yield Period, Discount shall mean the aggregate Discount for each day in such Yield Period.
Drawing Date has the meaning set forth in Section 1.15 of the Agreement.
Eligible Assignee means any bank or financial institution acceptable to the LC Bank and the Administrative Agent.
Eligible Obligor means, at any time, an Obligor that is:
(a) located within the United States,
(b) not the subject of or a debtor in any bankruptcy, receivership, conservatorship, reorganization, insolvency, moratorium or
similar proceeding,
(c) not a Governmental Authority,
(d) not an Affiliate of any Originator, the Seller or the Servicer (or any of their respective Affiliates), and
(e) not a Cross-Aged Obligor.
Eligible Receivable means, at any time, a Pool Receivable:
(a) that is denominated and payable only in U.S. dollars in the United States,
(b) the Obligor of which is an Eligible Obligor,
(c) that is neither a Defaulted Receivable nor a Delinquent Receivable,
(d) that does not have a stated maturity that is more than 120 days after the original invoice date of such Receivable,
(e) that was originated in the ordinary course of such Originators business and in accordance, in all material respects, with
the applicable Credit and Collection Policy in effect at the time of such origination,
(f) that represents amounts earned and payable by the Obligor that are not subject to the performance of additional services
by the Originator thereof or the Seller,
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(g) for which the Administrative Agent (on behalf of the Purchasers) shall have (i) a valid and enforceable undivided
percentage ownership or security interest, to the extent of the Purchasers Interest, and (ii) a valid and enforceable first priority
perfected security interest therein and in the Related Security and Collections with respect thereto to the extent not covered by
subclause (i) above, in each case free and clear of any Adverse Claim,
(h) that constitutes an account, payment intangible, instrument, chattel paper or general intangible as defined in
the applicable UCC,
(i) that arises under a duly authorized Contract that is in full force and effect and that is a legal, valid and binding obligation
of the related Obligor,
(j) the Obligor with respect to which has been instructed to remit Collections in respect thereof to a Lock-Box Account or a
Collection Account in the United States of America,
(k) that is not evidenced by a note or other instrument within the meaning of Article 9 of the UCC of the applicable
jurisdictions governing the perfect of the interest created by a Purchasers Interest, and that does not represent an amount related
to sales taxes,
(l) that is not the subject of any asserted dispute, offset, hold back defense or other claim or defense,
(m) the terms of the related Contract do not require the consent of the Obligor to the sale or assignment of such Receivable,
(n) that conforms in all material respects with all applicable laws, rulings and regulations in effect,
(o) in which the Seller owns good and marketable title, free and clear of any Adverse Claims, and
(p) with respect to which the representations and warranties relating to Receivables set forth in Sections 3(a) and (c) of
Exhibit III are true at such time.
ERISA means the Employee Retirement Income Security Act of 1974, as amended from time to time, and any successor statute
of similar import, together with the regulations thereunder, in each case as in effect from time to time. References to sections of ERISA
also refer to any successor sections.
ERISA Affiliate means: (a) any corporation that is a member of the same controlled group of corporations (within the meaning
of Section 414(b) of the Internal Revenue Code) as the Seller, any Originator or Armstrong, (b) a trade or business (whether or not
incorporated) under common control (within the meaning of Section 414(c) of the Internal Revenue Code) with the Seller, any
Originator or Armstrong, or (c) a member of the same affiliated service group (within the meaning of Section 414(m) of the Internal
Revenue Code) as the Seller, any Originator, any corporation described in clause (a) or any trade or business described in clause (b).
I-11

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Euro-Dollar Certificate has the meaning set forth in Section 1.7(b) of the Agreement.
Euro-Rate means, with respect to any Yield Period, the interest rate per annum determined by the Administrative Agent by
dividing (the resulting quotient rounded upwards, if necessary, to the nearest 1/100th of 1% per annum) (i) the rate appearing on the
Reuters Screen LIBOR01 Page1 (or on any successor or substitute page of such service, or if such service is unavailable or ceases to
supply such rate, Bloomberg Screen US0001M Index, or any successor to or substitute for either such service, providing rate quotations
comparable to those currently provided on such page of either such service, as determined by the Administrative Agent from time to
time for purposes of providing quotations of interest rates applicable to dollar deposits in the London interbank market) at or about
11:00 a.m. (London time) on the Business Day which is two (2) Business Days prior to the first day of such Yield Period for an amount
comparable to the aggregate investment associated with the Purchased Interest to be funded at a discount rate (for the related Discount)
based upon the Euro-Rate during such Fixed Period by (ii) a number equal to 1.00 minus the Euro-Rate Reserve Percentage. The EuroRate may also be expressed by the following formula:
rate appearing on the Reuters Screen LIBOR01
Page1, Bloomberg Screen US0001M Index,
or appropriate successor
Euro-Rate =
1.00-Euro-Rate Reserve Percentage
where Euro-Rate Reserve Percentage means, the maximum effective percentage in effect on such day as prescribed by the Board of
Governors of the Federal Reserve System (or any successor) for determining the reserve requirements (including without limitation,
supplemental, marginal, and emergency reserve requirements) with respect to eurocurrency funding (currently referred to as
Eurocurrency Liabilities). The Euro-Rate shall be adjusted with respect to any Portion of Capital funded at the Alternate Rate and
based upon the Euro-Rate that is outstanding on the effective date of any change in the Euro-Rate Reserve Percentage as of such
effective date. The Administrative Agent shall give prompt notice to the Seller of the Euro-Rate as determined or adjusted in accordance
herewith (which determination shall be conclusive absent manifest error).
Excess Concentration Amount means, on any day, the sum of the Excess Concentration Individual Amounts for each of the
Obligors.
Excess Concentration Individual Amount means, on any day, for any Obligor, the amount (if any) by which the Outstanding
Balance of Eligible Receivables of such Obligor then in the Receivables Pool exceeds an amount equal to (a) the applicable
Concentration Limit for such Obligor multiplied by (b) the Outstanding Balance of all Eligible Receivables then in the Receivables
Pool.
Exchange Act means the Securities Exchange Act of 1934, as amended.

I-12

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Excluded Taxes means Taxes imposed on or measured by the overall net income of any Affected Person and franchise taxes
imposed on any Affected Person by the jurisdiction (or any political subdivision thereof) under the laws of which such Affected Person
is organized or in which its principal office is located.
Exiting Notice has the meaning set forth in Section 1.4(b)(ii).
Exiting Purchaser has the meaning set forth in Section 1.4(b)(ii).
Expected Dilution Reserve means, as of any date, the product of (i) the Average Dilution Ratio multiplied by (ii) the Dilution
Horizon Factor, each as of such date.
Facility Termination Date means the earliest to occur of: (a) the latest Scheduled Commitment Termination Date with respect to
any Related Committed Purchaser, subject to any extension pursuant to Section 1.24 of the Agreement, (b) the date determined pursuant
to Section 2.2 of the Agreement, (c) the date the Purchase Limit reduces to zero pursuant to Section 1.1(d) of the Agreement and (d) the
date that the Commitments of all of the Related Committed Purchasers terminate pursuant to Section 1.24.
FAS 166/167 has the meaning set forth in Section 1.7 of the Agreement.
Federal Funds Rate means, for any day, the per annum rate set forth in the weekly statistical release designated as H.15(519), or
any successor publication, published by the Federal Reserve Board (including any such successor, H.15(519)) for such day opposite
the caption Federal Funds (Effective). If on any relevant day such rate is not yet published in H.15(519), the rate for such day will be
the rate set forth in the daily statistical release designated as the Composite 3:30 p.m. Quotations for U.S. Government Securities, or any
successor publication, published by the Federal Reserve Bank of New York (including any such successor, the Composite 3:30 p.m.
Quotations) for such day under the caption Federal Funds Effective Rate. If on any relevant day the appropriate rate is not yet
published in either H.15(519) or the Composite 3:30 p.m. Quotations, the rate for such day will be the arithmetic mean as determined by
the Administrative Agent of the rates for the last transaction in overnight Federal funds arranged before 9:00 a.m. (New York time) on
that day by each of three leading brokers of Federal funds transactions in New York City selected by the Administrative Agent.
Federal Reserve Board means the Board of Governors of the Federal Reserve System, or any entity succeeding to any of its
principal functions.
Fee Letter Fees has the meaning set forth in Section 1.5 of the Agreement.
Final Discharge Date shall mean the latest of (i) the Facility Termination Date, (ii) the Purchase and Sale Termination Date,
(iii) the date on which no Capital of or Discount in respect of the Purchasers Interest shall be outstanding, (iv) the date the LC
Participation Amount is Cash Collateralized in full, and (v) the date all other amounts owed by the Seller under the Agreement to any
Purchaser, the Administrative Agent, the Servicer and any other Indemnified Party or Affected Person shall be paid in full.
Fitch means Fitch, Inc.
I-13

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Funding Documents means (i) this Agreement and each other Transaction Document, (ii) the Liquidity Agreement and (iii) any
Program Support Agreement or other agreement or instrument executed by any funding source with or for the benefit of any Conduit
Purchaser.
GAAP means the generally accepted accounting principles and practices in the United States, consistently applied.
Governmental Authority means any nation or government, any state or other political subdivision thereof, any central bank (or
similar monetary or regulatory authority) thereof, any body or entity exercising executive, legislative, judicial, regulatory or
administrative functions of or pertaining to government, including any court, and any Person owned or controlled, through stock or
capital ownership or otherwise, by any of the foregoing.
Group A Obligor means any Obligor with (a) a short-term rating of at least A-1 by Standard & Poors, or if such Obligor
does not have a short-term rating from Standard & Poors, a rating of at least A+ by Standard & Poors on its long-term senior
unsecured and uncredit-enhanced debt securities, and (b) a short-term rating of at least P-1 by Moodys, or if such Obligor does not
have a short-term rating from Moodys, a rating of at least Al by Moodys on its long-term senior unsecured and uncredit-enhanced
debt securities.
Group B Obligor means any Obligor (other than a Group A Obligor) with (a) a short-term rating of at least A-2 by
Standard & Poors, or if such Obligor does not have a short-term rating from Standard & Poors, a rating of at least BBB+ by
Standard & Poors on its long-term senior unsecured and uncredit-enhanced debt securities, and (b) a short-term rating of at least P-2
by Moodys, or if such Obligor does not have a short-term rating from Moodys, a rating of at least Baal by Moodys on its longterm senior unsecured and uncredit-enhanced debt securities.
Group C Obligor means any Obligor (other than a Group A Obligor or a Group B Obligor) with (a) a short-term rating of at
least A-3 by Standard & Poors, or if such Obligor does not have a short-term rating from Standard & Poors, a rating of at least
BBB- by Standard & Poors on its long-term senior unsecured and uncredit-enhanced debt securities, and (b) a short-term rating of at
least P-3 by Moodys, or if such Obligor does not have a short-term rating from Moodys, a rating of at least Baa3 by Moodys on
its long-term senior unsecured and uncredit-enhanced debt securities.
Group D Obligor means any Obligor that is not a Group A Obligor, Group B Obligor or Group C Obligor.
Incipient Termination Event means an event that, with the giving of notice or lapse of time, or both, would constitute a
Termination Event.
Increased Costs Certificate has the meaning set forth in Section 1.7(a) of the Agreement.
Indemnified Amounts has the meaning set forth in Section 3.1 of the Agreement.
Indemnified Party has the meaning set forth in Section 3.1 of the Agreement.
Indemnified Taxes has the meaning set forth in Section 1.10 of the Agreement.
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Independent Director means a natural person who (a) for the five-year period prior to his or her appointment as Independent
Director has not been, and during the continuation of his or her service as Independent Director is not: (i) a direct, indirect or beneficial
equityholder, officer, director (other than an independent director), employee, affiliate, member (other than a special member or similar
capacity), manager (other than an independent manager), partner or associate of the Seller, Armstrong, any Originator, the Servicer or
any of their respective Affiliates (collectively, the Armstrong Group), (ii) a customer of, supplier to or other person who derives more
than 1% of its purchases or revenues from its activities with any member of the Armstrong Group, (iii) a trustee, conservator or receiver
for any member of the Armstrong Group, (iv) a person or other entity controlling, controlled by or under common control with any
person described in clauses (i) through (iii); or (v) any member of the immediate family of a person described in clauses (i) through (iv),
and (b) (i) has, (A) prior experience as an independent director or independent manager for a corporation or limited liability company
whose charter documents required the unanimous consent of all independent directors or independent managers thereof before such
corporation or limited liability company could consent to the institution of bankruptcy or insolvency proceedings against it or could file
a petition seeking relief under any applicable federal or state law relating to bankruptcy and (B) at least three years of employment
experience with one or more entities that provide, in the ordinary course of their respective businesses, advisory, management or
placement services to issuers of securitization or structured finance instruments, agreements or securities, and (ii) is (A) an employee of
a Recognized Service Provider or (B) reasonably acceptable to the Administrative Agent and each Purchaser (such acceptability of any
Independent Director appointed after the Closing Date must be evidenced in writing signed by the Administrative Agent and each
Purchaser).
Industrial Revenue Bonds means the Jackson County Bonds and any other bonds supported by any Letter of Credit issued
hereunder approved by the Administrative Agent.
Initial Letter of Credit means the Letter of Credit to be issued by the LC Bank on or about December 16, 2010 in connection
with the issuance of the Jackson County Bonds.
Insolvency Proceeding means: (a) any case, action or proceeding before any court or other Governmental Authority relating to
bankruptcy, reorganization, insolvency, liquidation, receivership, dissolution, winding-up or relief of debtors, or (b) any general
assignment for the benefit of creditors of a Person, or any composition or marshalling of assets for creditors of a Person, or other,
similar arrangement in respect of its creditors generally or any substantial portion of its creditors, in each case undertaken under U.S.
Federal, state or foreign law, including the Bankruptcy Code.
Intercreditor Agreement means the Intercreditor Agreement, dated as of December 21, 2011, among Armstrong, as Originator
and initial Servicer, the Seller, as SPV, Scotiabank, as Agent, and Worthington Armstrong Venture, as Receivables Interestholder, as
amended, supplemented or otherwise modified from time to time.
Internal Revenue Code means the Internal Revenue Code of 1986, as amended from time to time, and any successor statute of
similar import, together with the regulations thereunder, in each case as in effect from time to time. References to sections of the
Internal Revenue Code also refer to any successor sections.
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Issuance means, with respect to any Letter of Credit, the initial issuance thereof as described in Section 1.13, together with any
reinstatement or automatic extension in accordance with its terms as described in Section 1.14.
Jackson County Bond Indenture means the Trust Indenture, dated as of December 16, 2010, as it may be amended,
supplemented or modified, between The County Commission of Jackson County, West Virginia, as Issuer, and U.S. Bank National
Association, as Trustee.
Jackson County Bonds means the Industrial Development Revenue Bonds, Series 2010 (Recovery Zone Facility Bonds)
(Armstrong World Industries, Inc. Project) to be issued by The County Commission of Jackson County pursuant to the Jackson County
Bond Indenture.
L/C Fee has the meaning set forth in Section 3.1 of the Sale Agreement.
LC Bank has the meaning set forth in the preamble to the Agreement.
LC Collateral Account means the account designated as the LC Collateral Account established and maintained by the
Administrative Agent (for the benefit of the LC Bank and the Related Committed Purchasers), or such other account as may be so
designated as such by the Administrative Agent. For the avoidance of doubt, the Seller shall be entitled to deposit funds into the LC
Collateral Account for the benefit of the Administrative Agent (for the benefit of the LC Bank and the Related Committed Purchasers)
at any time out of its available funds (but not out of Collections other than pursuant to Section 1.4).
LC Collateral Amount means the amount on deposit in the LC Collateral Account held for the benefit of the LC Bank and the
Related Committed Purchasers.
LC Fee has the meaning set forth in the Fee Letter.
LC Issuer Documents means, with respect to any Letter of Credit, the Letter Credit Application, and any other document,
agreement and instrument entered into by the LC Bank and the Seller (or any Affiliate) or in favor the applicable LC Bank and relating
to any such Letter of Credit.
LC Participation Adjusted Amount shall mean, at any time, the LC Participation Amount minus the LC Collateral Amount.
LC Participation Amount shall mean, at any time, the sum of the undrawn amounts of all outstanding Letters of Credit.
LC Wind-Down Event shall mean the occurrence of (i) any Termination Event or (ii) the Facility Termination Date.
Letter of Credit shall mean any stand-by letter of credit issued by the LC Bank for the account of the Seller pursuant to the
Agreement.
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Letter of Credit Application has the meaning set forth in Section 1.13(a) of the Agreement.
Liquidity Agent means Scotiabank in its capacity as agent for the Liquidity Banks under the Liquidity Agreement.
Liquidity Agreement means the Liquidity Asset Purchase Agreement entered into in connection with this Agreement pursuant to
which the Liquidity Providers agree to make purchases or advances to, or purchase assets from, the Conduit Purchaser in order to
provide liquidity for the Conduit Purchasers Purchases.
Liquidity Provider means each bank or other financial institution that provides liquidity support to the Conduit Purchaser
pursuant to the terms of the Liquidity Agreement.
Lock-Box Account means each account listed on Schedule II hereto (as such Schedule II may be amended from time to time
with the consent of the Administrative Agent) and maintained at a bank or other financial institution acting as a Lock-Box Bank
pursuant to a Lock-Box Agreement for the purpose of receiving Collections.
Lock-Box Agreement means an agreement, as may be amended from time to time, among the Seller, the Servicer, the
Administrative Agent and a Lock-Box Bank, governing the terms of the related Lock-Box Accounts, in each case reasonably acceptable
to the Administrative Agent.
Lock-Box Bank means any of the banks or other financial institutions holding one or more Lock-Box Accounts.
Loss Horizon Factor means, on any date in any calendar month, the ratio determined by dividing (a) the aggregate gross sales of
the Originators during the four calendar months immediately preceding the calendar month in which such date occurs by (b) aggregate
Outstanding Balance of all Eligible Receivables (other than Delinquent Receivables) in the Receivables Pool as of the last day of the
month immediately preceding the calendar month in which such date occurs.
Loss Ratio means, on any date, the highest Three Month Aged Receivables Ratio during the twelve most recent calendar
months.
Loss Reserve Floor Percentage means 20%.
Loss Reserve Percentage means, on any date, the product of (x) the Loss Ratio multiplied by (y) the Loss Horizon Factor
multiplied by (z) the Stress Factor.
Majority Purchasers means, at any time except as set forth in the proviso to this definition, Related Committed Purchasers
whose Commitments aggregate more than 50% of the aggregate of the Commitments of all Purchasers.
Material Adverse Effect means, relative to any Person with respect to any event or circumstance, a material adverse effect on:
(a) the assets, operations, business or financial condition of such Person,
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(b) the ability of any of such Person to perform its obligations under the Agreement or any other Transaction Document to
which it is a party,
(c) the validity or enforceability of any other Transaction Document, or the validity, enforceability or collectibility of a
material portion of the Pool Receivables, or
(d) the status, perfection, enforceability or priority of any Purchasers or the Sellers interest in the Pool Assets.
Maximum Bond Rate means the weighted average of the maximum rate of interest payable on the Industrial Revenue Bonds,
which as of the Closing Date is equal to 12.00% per annum.
Moodys means Moodys Investors Service, Inc.
Net Receivables Pool Balance shall mean, at any time of determination (a) the aggregate Outstanding Balance of all Eligible
Receivables then in the Receivables Pool at such time, minus (b) the sum of (i) the Excess Concentration Amount at such time and
(ii) the Accrual Reserve Amount at such time.
Notes means short-term promissory notes issued, or to be issued, by the Conduit Purchaser to fund its investments in accounts
receivable or other financial assets.
Obligor means, with respect to any Receivable, the Person obligated to make payments pursuant to the Contract relating to such
Receivable.
Order has the meaning set forth in Section 1.23 of the Agreement.
Originator has the meaning set forth in the Sale Agreement.
Other Taxes means any and all present or future stamp or documentary taxes or any other excise or property taxes, charges or
similar levies arising from any payment made hereunder or from the execution, delivery or enforcement of, or otherwise with respect to,
this Agreement or any other Transaction Document.
Outstanding Balance of any Receivable at any time means the then-outstanding principal balance thereof.
Outstanding Bond Balance means, on any date on which Industrial Revenue Bonds are outstanding, the outstanding principal
balance of the Industrial Revenue Bonds.
Participant has the meaning set forth in Section 6.3(b) of the Agreement.
Participation Advance has the meaning set forth in Section 1.15(c) of the Agreement.
Paydown Notice has the meaning set forth in Section 1.4(f)(i) of the Agreement.
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Performance Guarantee means the Performance Guarantee dated as of December 21, 2011 made by the Performance Guarantor
for the benefit of the Administrative Agent (for the Purchasers), as such agreement may be amended, supplemented or otherwise
modified from time to time.
Performance Guarantor means Armstrong, as performance guarantor under the Performance Guarantee.
Permitted Investments shall mean any of the following types of investments:
(a) marketable obligations of the United States of America, the full and timely payment of which are backed by the full faith
and credit of the United States of America,
(b) marketable obligations, the full and timely payment of which are directly and fully guaranteed by the full faith and credit
of the United States of America,
(c) bankers acceptances, certificates of deposit and other interest-bearing obligations (in each case having a maturity of not
more than 90 days from the date of acquisition) and issued by any bank with capital, surplus and undivided profits aggregating at
least $100,000,000, the short-term securities of which have a highest short-term credit available rating from each of Moodys, and
S&P;
(d) repurchase obligations with a term of not more than ten days for underlying securities of the types described in clauses
(a), (b) and (c) above entered into with any bank of the type described in clauses (c) above;
(e) commercial paper which has a rating which is at least as high as the rating of the Notes;
(f) freely redeemable shares in money market funds which invest solely in obligations, bankers acceptances, certificates of
deposit, repurchase agreements and commercial paper of the types described in clauses (a) through (e), without regard to the
limitations as to the maturity of such obligations, bankers acceptances, certificates of deposit, repurchase agreements or
commercial paper set forth in such clauses, which money market funds are rated at least AA by S&P and Aa1 by Moodys; and
(g) demand deposits, time deposits or certificates of deposit (having original maturities of no more than 365 days) of
depository institutions or trust companies and subject to supervision and examination by government banking or depository
institution authorities; provided, that at the time such investment, or the commitment to make such investment, is entered into, the
short-term debt rating of such depository institution or trust company shall be rated by each of Moodys and S&P at least as highly
as the Notes.
Person means an individual, partnership, corporation (including a business trust), joint stock company, trust, unincorporated
association, joint venture, limited liability company or other entity, or a government or any political subdivision or agency thereof.
Pool Assets has the meaning set forth in Section 1.2(d) of the Agreement.
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Pool Receivable means a Receivable in the Receivables Pool.
Portion of Capital means, with respect to any Purchaser and its related Capital, the portion of such Capital being funded or
maintained by such Purchaser by reference to a particular interest rate basis.
Program Support Agreement means and includes any Liquidity Agreement and any other agreement entered into by any
Program Support Provider providing for: (a) the Issuance of one or more letters of credit for the account of the Conduit Purchaser,
(b) the issuance of one or more surety bonds for which the Conduit Purchaser is obligated to reimburse the applicable Program Support
Provider for any drawings thereunder, (c) the sale by the Conduit Purchaser to any Program Support Provider of the Purchasers Interest
(or portions thereof) maintained by the Conduit Purchaser and/or (d) the making of loans and/or other extensions of credit to the
Conduit Purchaser in each case in connection with the Conduit Purchasers securitization program contemplated in the Agreement,
together with any letter of credit, surety bond or other instrument issued thereunder.
Program Support Provider means and includes, with respect to the Conduit Purchaser, any Liquidity Provider and any other
Person (other than any customer of the Conduit Purchaser) now or hereafter extending credit or having a commitment to extend credit to
or for the account of, or to make purchases from, the Conduit Purchaser pursuant to any Program Support Agreement.
Purchase is defined in Section 1.1(a).
Purchase and Sale Indemnified Amounts has the meaning set forth in Section 9.1 of the Sale Agreement.
Purchase and Sale Indemnified Party has the meaning set forth in Section 9.1 of the Sale Agreement.
Purchase and Sale Termination Date has the meaning set forth in Section 1.4 of the Sale Agreement.
Purchase and Sale Termination Event has the meaning set forth in Section 8.1 of the Sale Agreement.
Purchase Date means the date of which a Purchase (including, for the avoidance of doubt, a reinvestment or the Issuance of a
Letter of Credit) is made pursuant to the Agreement.
Purchase Facility has the meaning set forth in Section 1.1 of the Sale Agreement.
Purchase Limit means, at any time, the aggregate of the Commitments of all Related Committed Purchasers at such time (which
shall initially be $100,000,000), as such amount may be reduced from time to time pursuant to the Agreement. References to the unused
portion of the Purchase Limit shall mean, at any time, (a) the Purchase Limit minus (b) the sum of the Aggregate Capital and the LC
Participation Amount, in each case at such time.
Purchase Notice has the meaning set forth in Section 1.2(a) of the Agreement.
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Purchase Price has the meaning set forth in Section 2.1 of the Sale Agreement.
Purchaser means the Conduit Purchaser, each Related Committed Purchaser and/or the LC Bank, as applicable.
Purchasers Interest means, at any time, the undivided percentage ownership interest of the Purchasers in: (a) each and every
Pool Receivable now existing or hereafter arising, (b) all Related Security with respect to such Pool Receivables and (c) all Collections
with respect to, and other proceeds of, such Pool Receivables and Related Security. Such undivided percentage interest shall be
computed as:
Aggregate Capital + LC Participation Amount + Direct-Pay LC Reserve + Total Reserves
Net Receivables Pool Balance + LC Collateral Amount
The Purchasers Interest shall be determined from time to time pursuant to Section 1.3 of the Agreement.
Purchasers Share of any amount, at any time, means such amount multiplied by the Purchasers Interest at such time.
Purchasing Related Committed Purchaser has the meaning set forth in Section 6.3(c) of the Agreement.
Rating Agencies means, as the context may require, Fitch, Moodys, Standard & Poors and/or each other rating agency then
rating the Notes of the applicable Conduit Purchaser.
Rating Agency Condition means, with respect to any material event or occurrence, receipt by the Administrative Agent (or the
applicable Purchaser) of written confirmation from each of the Rating Agencies that such event or occurrence shall not cause the rating
on the then outstanding Notes of any applicable Conduit Purchaser to be downgraded or withdrawn.
Receivable means any indebtedness and other payment obligations owed to any Originator or the Seller or any right of the Seller
or any Originator to payment from or on behalf of an Obligor that is not an Armstrong Person, or any right to reimbursement for funds
paid or advanced by the Seller or any Originator on behalf of an Obligor that is not an Armstrong Person, whether constituting an
account, chattel paper, payment intangible, instrument or general intangible, arising from the sale by the Originators of their respective
goods and services, and includes, without limitation, the obligation to pay any finance charges, fees and other charges with respect
thereto. Indebtedness and other obligations arising from any one transaction, including, without limitation, indebtedness and other
obligations represented by an individual invoice or agreement, shall constitute a Receivable separate from a Receivable consisting of the
indebtedness and other obligations arising from any other transaction.
Receivables Pool means, at any time, all of the then-outstanding Receivables purchased by the Seller pursuant to the Sale
Agreement prior to the Facility Termination Date, other than any Receivable that has been repurchased by any Originator under the
terms thereof.
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Recognized Service Provider means each of Global Securitization Services, LLC, Lord Securities Corporation, AMACAR
Group LLC, CT Corporation, Corporation Service Company, and such other Person that provides independent director services as the
Administrator may approve in writing from time to time in its sole discretion, and their successors.
Reimbursement Obligation has the meaning set forth in Section 1.15(b) of the Agreement.
Reimbursement Purchase means any Purchase deemed made or requested to be made pursuant to Section 1.1(c) of the
Agreement.
Related Committed Purchaser means each Person listed as such (and its respective Commitment) for the Conduit Purchaser as
set forth on the signature pages of the Agreement or in any Assumption Agreement or Transfer Supplement.
Related Rights has the meaning set forth in Section 1.1 of the Sale Agreement.
Related Security means, with respect to any Receivable:
(a) all of the Sellers and the applicable Originators interest in any goods (including returned goods), and documentation of
title evidencing the shipment or storage of any goods (including returned goods), relating to any sale giving rise to such
Receivable,
(b) all instruments and chattel paper that may evidence such Receivable,
(c) all other security interests or liens and property subject thereto from time to time purporting to secure payment of such
Receivable, whether pursuant to the Contract related to such Receivable or otherwise, together with all UCC financing statements
or similar filings relating thereto,
(d) all of the Sellers and the applicable Originators rights, interests and claims under the Contracts and all guaranties,
indemnities, insurance and other agreements (including the related Contract) or arrangements of whatever character from time to
time supporting or securing payment of such Receivable or otherwise relating to such Receivable, whether pursuant to the
Contract related to such Receivable or otherwise, and
(e) all of the Sellers rights, interests and claims with respect to such Receivable under the Sale Agreement and the other
Transaction Documents.
Restricted Payments has the meaning set forth in Section 1(n) of Exhibit IV to the Agreement.
Sale Agreement means the Purchase and Sale Agreement, dated as of December 10, 2010, as amended on December 21, 2011,
among the Seller and the Originators, as such agreement may be amended, amended and restated, supplemented or otherwise modified
from time to time.
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Scheduled Commitment Termination Date means, with respect to each Purchaser, December 21, 2014, subject to any extension
(in the sole discretion of each such Purchaser) pursuant to Section 1.24 of the Agreement.
Scotiabank means The Bank of Nova Scotia, a Canadian banking corporation.
Seller has the meaning set forth in the preamble to the Agreement.
Servicer has the meaning set forth in the preamble to the Agreement.
Servicer Report means, each report in substantially the form of Annex A to the Agreement (including the information and
calculations set forth in both Annex A-1 and A-2) delivered by the Servicer to the Administrative Agent and each Purchaser pursuant to
the Agreement and the other Transaction Documents.
Servicing Fee shall mean the fee referred to in Section 4.6 of the Agreement.
Servicing Fee Rate means 1.00% per annum.
Servicing Fee Reserve means, on any date, an amount equal to the sum of (a) the then-unpaid Servicing Fee that will be due as
of the immediately following Settlement Date, plus (b) the product of (x) the Outstanding Balance of all Pool Receivables at the close of
business of the Servicer on such date multiplied by (y) the Servicing Fee Reserve Percentage on such date.
Servicing Fee Reserve Percentage means, at any time, the following amount:
SFR x SF x DSO
360
where:
SFR

=

the Servicing Fee Rate,

SF

=

the Stress Factor, and

DSO

=

the Days Sales Outstanding, and

Settlement Date means the 15th day of each calendar month (or, in either case, if such day is not a Business Day, the next
occurring Business Day); provided, however, that during the continuation of any Termination Event, the Settlement Date shall be the
date selected as such by the Administrative Agent (with the consent or at the direction of the Majority Purchasers) from time to time (it
being understood that the Administrative Agent may select such Settlement Date to occur as frequently as daily) or, in the absence of
any such selection, the date that would be the Settlement Date pursuant to this definition.
Settlement Period means, with respect to any Settlement Date, the calendar month immediately preceding the month in which
such Settlement Date falls.
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Special Concentration Limit means with respect to any applicable Obligor, the concentration limit set forth for such Obligor on
Schedule V to the Agreement or otherwise agreed by the Seller and the Administrative Agent (with the consent of the Majority
Purchasers).
Special Obligor means an Obligor set forth on Schedule V to the Agreement.
Standard & Poors means Standard & Poors, a division of The McGraw-Hill Companies, Inc.
Stress Factor means 2.5.
Sub-Servicer has the meaning set forth in Section 4.1(d) of the Agreement.
Subsidiary means, as to any Person, a corporation, partnership, limited liability company or other entity of which shares of stock
of each class or other interests having ordinary voting power (other than stock or other interests having such power only by reason of the
happening of a contingency) to elect a majority of the board of directors or other managers of such entity are at the time owned, or
management of which is otherwise controlled: (a) by such Person, (b) by one or more Subsidiaries of such Person or (c) by such Person
and one or more Subsidiaries of such Person.
Tangible Net Worth means, with respect to any Person, the tangible net worth of such Person as determined in accordance with
GAAP.
Taxes means, with respect to any Person, any and all present or future taxes, charges, fees, levies or other assessments
(including income, gross receipts, profits, withholding, excise, property, sales, use, license, occupation and franchise taxes and including
any related interest, penalties or other additions) imposed by any jurisdiction or taxing authority (whether foreign or domestic).
Termination Event has the meaning specified in Exhibit V to the Agreement.
Three Month Aged Receivables Ratio means, as of any date of determination, the three month rolling average of the Aged
Receivables Ratios for the three calendar months immediately preceding the calendar month in which such date occurs.
Three Month Default Ratio means, as of any date of determination, the three month rolling average of the Default Ratios for the
three calendar months immediately preceding the calendar month in which such date occurs.
Three Month Delinquency Ratio means, as of any date of determination, the three month rolling average of the Delinquency
Ratios for the three calendar months immediately preceding the calendar month in which such date occurs.
Three Month Dilution Ratio means, as of any date of determination, the three month rolling average of the Dilution Ratios for
the three calendar months immediately preceding the calendar month in which such date occurs.
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Total Reserves means, at any time the sum of: (a) the Combined Reserve, plus (b) the Yield Reserve, plus (c) the Servicing Fee
Reserve.
TPG means TPG Capital, L.P. and its Affiliates or any group led by TPG Capital, L.P., but shall not include any portfolio
company of TPG Capital, L.P.
Transaction Documents means the Agreement, the Lock-Box Agreements, the Intercreditor Agreement, the Collection Account
Agreements, the Performance Guarantee, the Fee Letter, the Sale Agreement, and all other certificates, instruments, UCC financing
statements, reports, notices, agreements and documents executed or delivered under or in connection with the Agreement, in each case
as the same may be amended, supplemented or otherwise modified from time to time in accordance with the Agreement.
Transfer Supplement has the meaning set forth in Section 6.3(c).
Transferor means each Affiliate of Armstrong listed on Schedule II to the Sale Agreement.
UCC means the Uniform Commercial Code as from time to time in effect in the applicable jurisdiction.
United States means the United States of America.
Specified Bankruptcy Opinion Provisions means Part B of the Assumptions of Fact contained in the non-consolidation
opinion of Weil, Gotshal & Manges LLP given pursuant to Section 4.1(g) of the Sale Agreement and Section 1(g) of Exhibit II to the
Agreement.
Yield Period means, with respect to Portion of Capital, (i) initially the period commencing on (and including) the date of the
initial Purchase or funding of such Portion of Capital and ending such number of days later (including a period of one day) as the Seller
shall select, with the consent of the Administrative Agent, and (ii) thereafter, each period commencing on the last day of the
immediately preceding Yield Period for such Portion of Capital and ending such number of days later (including a period of one day) as
the Seller shall select, with the consent of the Administrative Agent; provided, that
(i) any Yield Period (other than of one day) which would otherwise end on a day that is not a Business Day shall be extended
to the next succeeding Business Day; provided, however, if Discount in respect of such Yield Period is computed by reference to
the Euro-Rate, and such Yield Period would otherwise end on a day which is not a Business Day, and there is no subsequent
Business Day in the same calendar month as such day, such Yield Period shall end on the next preceding Business Day;
(ii) in the case of any Yield Period of one day, (A) if such Yield Period is the initial Yield Period for a Purchase hereunder
(other than a reinvestment), such Yield Period shall be the day of such Purchase; (B) any subsequently occurring Yield Period
which is one day shall, if the immediately preceding Yield Period is more than one day, be the last day of such immediately
preceding Yield Period, and, if the immediately preceding Yield Period is one day, be the day next following such immediately
preceding Yield Period; and (C) if such Yield Period occurs on a day immediately preceding a day which is not a Business Day,
such Yield Period shall be extended to the next succeeding Business Day;
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(iii) in the case of any Yield Period for any Portion of Capital which commences before the Facility Termination Date and
would otherwise end on a date occurring after the Facility Termination Date, such Yield Period shall end on such Facility
Termination Date and the duration of each Yield Period which commences on or after the Facility Termination Date shall be of
such duration as shall be selected by the Seller with the consent of the Administrative Agent; and
(iv) in no case shall any Yield Period exceed 31 days.
Yield Protection Fee means, for any Yield Period, with respect to any Portion of Capital, to the extent that (i) any payments are
made by the Seller to the related Purchaser in respect of such Capital hereunder prior to the applicable maturity date of any Notes or
other instruments or obligations used or incurred by such Purchaser to fund or maintain such Portion of Capital or (ii) any failure by the
Seller to borrow, continue or prepay any Portion of Capital on the date specified in any Purchase Notice delivered pursuant to
Section 1.2 of the Agreement, the amount, if any, by which: (a) the additional Discount related to such Portion of Capital that would
have accrued through the maturity date of such Notes or other instruments on the portion thereof for which payments were received
from the Seller (or with respect to which the Seller failed to borrow such amounts), exceeds (b) the income, if any, received by such
Purchaser from investing the proceeds so received in respect of such Portion of Capital, as determined by the applicable Purchaser,
which determination shall be binding and conclusive for all purposes, absent manifest error.
Yield Reserve means, on any date, an amount equal to the sum of (a) accrued and unpaid Discount on such date for the
Purchasers Interest, plus (b) the product of (x) the Aggregate Capital on such date multiplied by (y) the Yield Reserve Percentage on
such date.
Yield Reserve Percentage means, at any time, the following amount:
BR x SF x DSO
360
where:
BR

=

the Base Rate in effect at such time,

DSO

=

the Days Sales Outstanding, and

SF

=

Stress Factor.

Other Terms. All accounting terms not specifically defined herein shall be construed in accordance with GAAP. All terms used in
Article 9 of the UCC in the State of New York, and not specifically defined herein, are used herein as defined in such Article 9. Unless
the context otherwise requires, or means and/or, and including (and with correlative meaning include and includes) means
including without limiting the generality of any description preceding such term.
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EXHIBIT II
CONDITIONS OF PURCHASES
1. Conditions Precedent to Initial Purchase. The initial Purchase under this Agreement is subject to the following conditions
precedent that the Administrative Agent shall have received on or before the date of such Purchase, each in form and substance
reasonably satisfactory to the Administrative Agent:
(a) Counterparts of the Agreement and the other Transaction Documents duly executed by the parties thereto.
(b) Copies of: (i) the resolutions of the board of directors, board of managers or authorized committee thereof, as applicable, of
each of the Seller, the Originators, the Performance Guarantor and the Servicer authorizing the execution, delivery and performance by
the Seller, such Originator, the Performance Guarantor and the Servicer, as the case may be, of the Agreement and the other Transaction
Documents to which it is a party; (ii) all documents evidencing other necessary corporate action and governmental approvals, if any,
with respect to the Agreement and the other Transaction Documents and (iii) the organizational documents of the Seller, each
Originator, the Performance Guarantor and the Servicer, in each case, certified by the Secretary or Assistant Secretary of the applicable
party.
(c) A certificate of the Secretary or Assistant Secretary of the Seller, the Originators, the Performance Guarantor and the Servicer
certifying the names and true signatures of its officers who are authorized to sign the Agreement and the other Transaction Documents
to which it is a party. Until the Administrative Agent receives a subsequent incumbency certificate from the Seller, an Originator, the
Performance Guarantor or the Servicer, as the case may be, the Administrative Agent shall be entitled to rely on the last such certificate
delivered to it by the Seller, such Originator, the Performance Guarantor or the Servicer, as the case may be.
(d) Proper financing statements in form ready to be filed on the date of such initial Purchase under the UCC of all jurisdictions that
the Administrative Agent may deem necessary or desirable in order to perfect the interests of the Seller and the Administrative Agent
(on behalf of each Purchaser) contemplated by the Agreement and the Sale Agreement.
(e) Acknowledgment copies, or time-stamped receipt copies, of proper amendments or releases to financing statements, mortgages
or other applicable instruments, if any, necessary to release all security interests and other rights of any Person in the Pool Receivables
and the Contracts and Related Security previously granted by the Originators or the Seller.
(f) Completed UCC search reports, dated on or shortly before the date of the initial Purchase hereunder, listing the financing
statements filed in all applicable jurisdictions (including, if applicable, local jurisdictions), that name any Originator or the Seller as
debtor, together with copies of such other mortgages or other instruments that are effective as financing statements, and similar search
reports with respect to judgment liens, federal tax liens and liens of the Pension Benefit Guaranty Corporation in such jurisdictions, as
the Administrative Agent reasonably request, showing no Adverse Claims on any Pool Assets (other than any security interests that are
released as of the Closing Date).
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(g) Favorable opinions, addressed to the Administrative Agent, each Purchaser and, if applicable, each Rating Agency, in form and
substance reasonably satisfactory to the Administrative Agent, of Weil, Gotshal & Manges LLP, counsel for the Seller, the Originators,
the Performance Guarantor, and the Servicer, and covering such matters as the Administrative Agent shall request, including, without
limitation, general corporate and enforceability matters, certain bankruptcy matters and certain UCC perfection and priority matters.
(h) Satisfactory results of a review and audit (performed by representatives of the Administrative Agent) of the Servicers
collection, operating and reporting systems, the Credit and Collection Policy of each Originator, historical receivables data and
accounts, including satisfactory results of a review of the Servicers operating location(s) and satisfactory review and approval of the
Eligible Receivables in existence on the date of the initial Purchase under the Agreement.
(i) A pro forma Servicer Report representing the performance of the Receivables Pool for the last full calendar month that ends
prior to closing.
(j) Evidence of payment by the Seller of all accrued and unpaid fees (including those contemplated by the Fee Letter), costs and
expenses incurred in connection with the consummation of the transactions contemplated by the Agreement and the other Transactions
Documents, to the extent then due and payable on the date thereof, including any such costs, fees and expenses arising under or
referenced in Section 6.4 of the Agreement and the Fee Letter.
(k) Good standing certificates (or applicable certificate or statement of like effect in any applicable jurisdiction howsoever named)
with respect to each of the Seller, the Originators, the Servicer and the Performance Guarantor, issued by the Secretary of State (or
similar official) of the state of each such Persons organization and principal place of business.
(l) To the extent required by the Conduit Purchasers commercial paper program, letters from each of the rating agencies then
rating the Notes confirming the rating of such Notes after giving effect to the transaction contemplated by the Agreement.
(m) A computer file containing all information with respect to the Pool Receivables as the Administrative Agent may reasonably
request.
(n) Evidence reasonably satisfactory to the Administrative Agent that any release, amendment or other related transaction
documents in connection with the Credit Agreement and deemed necessary or desirable by the Administrative Agent have become
effective and the initial transactions contemplated thereby have been consummated, such documents to be in form and substance
reasonably acceptable to the Administrative Agent.
(o) Such other approvals, opinions or documents as the Administrative Agent may reasonably request.
2. Conditions Precedent to All Purchases. Each Purchase (including the initial Purchase, any reinvestment, any Reimbursement
Purchase and the Issuance of any Letter of Credit, but not, for the avoidance of doubt, any Participation Advance or any draw on a
Letter of Credit for which the Seller satisfies its Reimbursement Obligation pursuant to Section 1.15(a) and no Reimbursement Purchase
is deemed requested) shall be subject to the further conditions precedent that:
II-2

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

(a) in the case of a Purchase (other than a reinvestment or, in the case of the Issuance of any Letter of Credit, any extension or
automatic reinstatement of such Letter of Credit), the Servicer shall have delivered to the Administrative Agent on or before such a
Purchase or Issuance, as the case may be, in form and substance reasonably satisfactory to the Administrative Agent, the most recent
Servicer Report to reflect the level of the Capital with respect to each Purchaser, the LC Participation Amount and related reserves and
the calculation of the Purchasers Interest after such subsequent purchase or Issuance, as the case may be, and a completed Purchase
Notice in the form of Annex B;
(b) the applicable Purchaser shall have received all approvals, opinions and documents required to be delivered hereunder or
otherwise as reasonably requested by such Purchaser;
(c) all legal matters related to the Facility shall have been found satisfactory to the Administrative Agent and its counsel; and
(d) on the date of such Purchase, the following statements shall be true (and acceptance of the proceeds of such a Purchase shall be
deemed a representation and warranty by the Seller that such statements are then true):
(i) no event has occurred and is continuing, or would result from such Purchase that constitutes a Termination Event or an
Incipient Termination Event;
(ii) the representations and warranties contained in Exhibit III to the Agreement are true and correct in all material respects
on and as of the date of such Purchase as though made on and as of such date, and shall be deemed to have been made on such
date, except for representations and warranties which apply as to an earlier date, in which case such representations and warranties
shall be true and correct as of such earlier date;
(iii) the Seller, each Originator, the Performance Guarantor and the Servicer shall be in compliance in all material respects
with the applicable covenants set forth in Exhibit IV to the Agreement;
(iv) (a) the sum of the Aggregate Capital plus the LC Participation Amount, after giving effect to any such Purchase, shall
not be greater than the Purchase Limit, and (b) the Purchasers Interest, taking into account any amounts set aside pursuant to the
first proviso to Section 1.4(b)(ii), shall not exceed 100%;
(v) in the case of the Issuance of any Letter of Credit at the request of any Originator, (a) the aggregate amount of Letters of
Credit to be issued on such day at the request of such Originator shall not exceed the Availability Amount with respect to such
Originator, and (b) the aggregate amount outstanding of all Letters of Credit issued at the request of such Originator, after giving
effect to such Issuance, shall not exceed the outstanding amount of such Originators L/C Note; and
(vi) the Facility Termination Date has not occurred.
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EXHIBIT III
REPRESENTATIONS AND WARRANTIES
1. Representations and Warranties of the Seller. The Seller represents and warrants to the Administrative Agent and each
Purchaser as of the date of execution of this Agreement that:
(a) Corporate Existence and Power. The Seller is a limited liability company duly organized, validly existing and in good standing
under the laws of Delaware, and is duly qualified to do business, is in good standing as a foreign corporation and has all limited liability
company power and all governmental licenses, authorizations, consents and approvals required to carry on its business in each
jurisdiction in which its business is conducted, except if failure to have such licenses, authorizations, consents or approvals could not
reasonably be expected to have a Material Adverse Effect.
(b) Corporate and Governmental Authorization, Contravention. The execution, delivery and performance by the Seller of this
Agreement and each other Transaction Document to which it is a party are within the Sellers limited liability company powers, have
been duly authorized by all necessary corporate action, require no action by or in respect of, or filing with (other than the filing of UCC
financing statements and continuation statements), any governmental body, agency or official, other than those actions that have been
satisfied and those filings that have been made, and do not contravene, or constitute a default under, any provision of applicable law or
regulation or of the organizational documents of the Seller or of any agreement, judgment, injunction, order, decree or other instrument
binding upon the Seller or result in the creation or imposition of any lien or other Adverse Claim on assets of the Seller which
contraventions or defaults would have a Material Adverse Effect with respect to the Seller.
(c) Binding Effect of Agreement. This Agreement and each of the other Transaction Documents to which it is a party constitutes
the legal, valid and binding obligation of the Seller enforceable against the Seller in accordance with its terms, except as such
enforceability may be limited by bankruptcy, insolvency, reorganization or other similar laws affecting the enforcement of creditors
rights generally and by general principles of equity, regardless of whether enforceability is considered in a proceeding in equity or at
law.
(d) Accuracy of Information. All information heretofore furnished by the Seller to the Administrative Agent or any Purchaser for
purposes of or in connection with this Agreement, any other Transaction Document or any transaction contemplated hereby or thereby
(if prepared by the Seller, or to the extent supplied by the Seller) is true and accurate in every material respect on the date such
information is stated or certified (when considered as a whole with such other information heretofore or hereafter furnished by the
Seller).
(e) Actions, Suits. Except as set forth in Schedule IV, there are no actions, suits or proceedings pending or, to the best of the
Sellers knowledge, threatened against or affecting the Seller or its property, in or before any court, arbitrator or other body, that could
reasonably be expected to have a Material Adverse Effect upon the ability of the Seller to perform its obligations under this Agreement
or any other Transaction Document to which it is a party.
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(f) Accuracy of Exhibits; Account Arrangements. The names and addresses of all the Lock-Box Banks together with the account
numbers of the Lock-Box Accounts at such Lock-Box Banks, are specified in Schedule II to the Agreement (or at such other Lock-Box
Banks and/or with such other Lock-Box Accounts as have been notified to the Administrative Agent), and all Lock-Box Accounts are
subject to Lock-Box Agreements. All information on each Exhibit, Schedule or Annex to this Agreement or the other Transaction
Documents (as updated by the Seller from time to time) is true and complete in all material respects. The Seller has delivered a copy of
all Lock-Box Agreements and Collection Account Agreements to the Administrative Agent. The Seller has not granted any interest in
any Lock-Box Account (or any related lock-box or post office box) or any Collection Account to any Person other than the
Administrative Agent.
(g) No Material Adverse Effect. Since the date of formation of the Seller as set forth in its certificate of formation, there has been
no Material Adverse Effect with respect to the Seller.
(h) Names and Location. Except as set forth on Schedule III, the Seller has not used any company names, trade names or assumed
names other than its name set forth on the signature pages of this Agreement. The Seller is located (as such term is defined in the
applicable UCC) in the state of Delaware. The office where the Seller keeps its records concerning the Receivables is at the address set
forth below its signature to the Agreement.
(i) Margin Stock. The Seller is not engaged in the business of extending credit for the purpose of purchasing or carrying margin
stock (within the meaning of Regulations T, U and X, as issued by the Board of Governors of the Federal Reserve System), and no
proceeds of any Purchase will be used to purchase or carry any margin stock or to extend credit to others for the purpose of purchasing
or carrying any margin stock.
(j) Eligible Receivables. Each Pool Receivable included as an Eligible Receivable in the calculation of the Net Receivables Pool
Balance is an Eligible Receivable, except to the extent that the exclusion of all non-Eligible Pool Receivables from such calculation
would not cause the Purchasers Interest to exceed 100%.
(k) [Reserved].
(l) Credit and Collection Policy. The Seller has complied in all material respects with the Credit and Collection Policy of each
Originator with regard to each Pool Receivable originated by such Originator.
(m) Investment Company Act. The Seller is not an investment company, or a company controlled by an investment
company, within the meaning of the Investment Company Act of 1940, as amended.
(n) Ordinary Course of Business. Each remittance of Collections by or on behalf of the Seller or pursuant to the Transaction
Documents and any related accounts of any amounts owing hereunder in respect of the Purchases will have been (i) in payment of a
debt incurred by the Seller in the ordinary course of business or financial affairs of the Seller and (ii) made in the ordinary course of
business or financial affairs of the Seller.
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(o) Taxes. The Seller has filed or caused to be filed all federal, state and other material tax returns and all other material returns,
statements, forms and reports for taxes, domestic or foreign, required to be filed by it, and has paid all federal, state and other material
taxes, assessments, fees and other governmental charges levied or imposed upon it or its properties, income or assets otherwise due and
payable, except those which are being contested in good faith by appropriate proceedings diligently conducted and for which adequate
reserves have been provided in accordance with GAAP, in each case except to the extent that the failure to do so would not reasonably
be expected to have a Material Adverse Effect. There is no proposed tax assessment against the Seller that would, if made, have a
Material Adverse Effect.
2. Representations and Warranties of the Servicer. The Servicer represents and warrants to the Administrative Agent and each
Purchaser as of the date of execution of this Agreement that:
(a) Corporate Existence and Power. The Servicer is a corporation duly organized, validly existing and in good standing under the
laws of Pennsylvania, and has all corporate power and all governmental licenses, authorizations, consents and approvals required to
carry on its business in each jurisdiction in which its business is conducted, except if failure to have such licenses, authorizations,
consents or approvals could not reasonably be expected to have a Material Adverse Effect.
(b) Corporate and Governmental Authorization, Contravention. The execution, delivery and performance by the Servicer of this
Agreement and each other Transaction Document to which it is a party are within the Servicers corporate powers, have been duly
authorized by all necessary company action, require no action by or in respect of, or filing with, any governmental body, agency or
official, and do not contravene, or constitute a default under, any provision of applicable law or regulation or of the organizational
documents of the Servicer or of any agreement, judgment, injunction, order, decree or other instrument binding upon the Servicer or
result in the creation or imposition of any lien on assets of the Servicer which contraventions or defaults would have a Material Adverse
Effect with respect to the Servicer or any of its Subsidiaries.
(c) Binding Effect of Agreement. This Agreement and each other Transaction Document to which it is a party constitutes the legal,
valid and binding obligation of the Servicer enforceable against the Servicer in accordance with its terms, except as such enforceability
may be limited by bankruptcy, insolvency, reorganization or other similar laws affecting the enforcement of creditors rights generally
and by general principles of equity, regardless of whether enforceability is considered in a proceeding in equity or at law.
(d) Accuracy of Information. All information heretofore furnished by the Servicer to the Administrative Agent or any Purchaser
for purposes of or in connection with this Agreement, any other Transaction Document or any transaction contemplated hereby or
thereby (if prepared by the Servicer, or to the extent supplied by the Servicer) is true and accurate in every material respect on the date
such information is stated or certified (when considered as a whole with such other information heretofore or hereafter furnished by the
Servicer).
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(e) Actions, Suits. Except as set forth in Schedule IV, there are no actions, suits or proceedings pending or, to the best of the
Servicers knowledge, threatened against or affecting the Servicer or any of its Affiliates or their respective properties, in or before any
court, arbitrator or other body, which could reasonably be expected to have a Material Adverse Effect upon the ability of the Servicer (or
such Affiliate) to perform its respective obligations under this Agreement or any other Transaction Document to which it is a party.
(f) No Material Adverse Effect. Since December 31, 2009, there has been no Material Adverse Effect with respect to the Servicer.
(g) [Reserved].
(h) Credit and Collection Policy. The Servicer has complied in all material respects with the Credit and Collection Policy of each
Originator with regard to each Pool Receivable originated by such Originator.
(i) Investment Company Act. The Servicer is not an investment company, or a company controlled by an investment
company, within the meaning of the Investment Company Act of 1940, as amended.
(j) Financial Information. The financial statements of the Servicer and its consolidated Subsidiaries as at December 31, 2009, the
balance sheets the nine months ended September 30, 2010, and the related statements of income and retained earnings for the fiscal
periods then ended, fairly present in all material respects the financial condition of the Performance Guarantor and its consolidated
Subsidiaries as at such dates and the results of the operations of the Performance Guarantor and its Subsidiaries for the periods ended on
such dates, all in accordance with GAAP, subject in the case of such quarterly statements to the absence of footnotes.
(k) Taxes. The Servicer has filed or caused to be filed all federal, state and other material tax returns and all other material returns,
statements, forms and reports for taxes, domestic or foreign, required to be filed, and have paid all federal, state and other material
taxes, assessments, fees and other governmental charges levied or imposed upon them or their properties, income or assets otherwise
due and payable, except those which are being contested in good faith by appropriate proceedings diligently conducted and for which
adequate reserves have been provided in accordance with GAAP, in each case except to the extent that the failure to do so would not
reasonably be expected to have a Material Adverse Effect. There is no proposed tax assessment against the Seller that would, if made,
have a Material Adverse Effect.
3. Representations, Warranties and Agreements Relating to the Security Interest. The Seller hereby makes the following
representations, warranties and agreements with respect to the Pool Receivables and the Related Security related thereto:
(a) The Receivables.
(i) Creation. This Agreement creates a valid and continuing security interest (as defined in the applicable UCC) in the Pool
Receivables in favor of the Administrative Agent (for the benefit of the Purchasers), which security interest is prior to all other
Adverse Claims, and is enforceable as such as against creditors of and purchasers from the Seller.
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(ii) Nature of Receivables. The Pool Receivables constitute either accounts, payment intangibles, instruments,
chattel paper or general intangibles within the meaning of the applicable UCC.
(iii) Ownership of Receivables. The Seller owns and has good and marketable title to the Pool Receivables and Related
Security free and clear of any Adverse Claim.
(iv) Perfection and Related Security. The Seller and will cause (and will cause each Originator to cause), concurrently with
the Closing Date, the filing of all appropriate financing statements in the proper filing office in the appropriate jurisdictions under
applicable law in order to perfect the sale of the Pool Receivables and Related Security related thereto from such Originator to the
Seller pursuant to the Sale Agreement, and the sale and security interest therein from the Seller to the Administrative Agent under
this Agreement, to the extent that such collateral constitutes accounts, general intangibles or tangible chattel paper within
the meaning of the applicable UCC.
(v) Tangible Chattel Paper. With respect to any Pool Receivables that constitute tangible chattel paper, if any, the Seller (or
the Servicer on its behalf) has in its possession the original copies of such tangible chattel paper that constitute or evidence such
Pool Receivables, and the Seller has caused (and will cause the applicable Originator to cause), within ten days after the Closing
Date, the filing of financing statements described in clause (iv), above, each of which will contain a statement that: A purchase
of, or security interest in, any collateral described in this financing statement will violate the rights of the Administrative Agent or
similar words to that effect. The Pool Receivables to the extent they are evidenced by tangible chattel paper do not have any
marks or notations indicating that they have been pledged, assigned or otherwise conveyed to any Person other than the Seller or
the Administrative Agent.
(b) The Accounts.
(i) Nature of Accounts. Each Lock-Box Account and Collection Account constitutes a deposit account within the meaning
of the applicable UCC. The LC Collateral Account constitutes a deposit account or a securities account within the meaning of
the applicable UCC.
(ii) Ownership. The Servicer, as agent for the Seller (if prior to the date the Servicer transfers title to the applicable Lock-Box
Account and/or Collection Account to the Seller, which date shall in any event be no later than the one year anniversary of the
Closing Date), or the Seller (at all times on and after the date that the Servicer has transferred title to the applicable Lock-Box
Account and/or Collection Account to the Seller, which date shall in any event be no later than the one year anniversary of the
Closing Date) owns and has good and marketable title to the Lock-Box Accounts and Collection Account free and clear of any
Adverse Claim, and subject to the control of the Administrative Agent.
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(iii) Perfection. The Seller has delivered to the Administrative Agent a fully executed Lock-Box Agreement and, if
applicable, an Intercreditor Agreement relating to each Lock-Box Account, and a Collection Account Agreement relating to each
Collection Account, pursuant to which each applicable Lock-Box Bank, respectively, and each applicable Collection Account
Bank, respectively, has agreed, following the delivery of a notice of control by the Administrative Agent, to comply with all
instructions of the Administrative Agent (on behalf of the Purchasers) directing the disposition of funds in such Lock-Box Account
or such Collection Account, as the case may be, without further consent by the Seller or the Servicer.
(c) Priority.
(i) Other than the transfer of the Receivables to the Seller and the Administrative Agent under the Sale Agreement and this
Agreement, respectively, and/or the security interest granted to the Seller and the Administrative Agent pursuant to the Sale
Agreement and this Agreement, respectively, neither the Seller nor any Originator has pledged, assigned, sold, granted a security
interest in, or otherwise conveyed any of the Receivables transferred, or purported to be transferred,under the Transaction
Documents, the Lock-Box Accounts, the Collection Accounts or any subaccount of any such accounts, except for any such pledge,
grant or other conveyance which has been released, transferred or terminated. Neither the Seller nor any Originator has authorized
the filing of, or is aware of any financing statements against either the Seller or such Originator that include a description of Pool
Receivables transferred, or purported to be transferred under the Transaction Documents, the Lock-Box Accounts, the Collection
Accounts or any subaccount any such accounts, other than any financing statement (i) relating to the sale thereof by such
Originator to the Seller under the Sale Agreement, (ii) relating to the security interest granted to the Administrative Agent under
this Agreement, or (iii) that has been released, transferred or terminated.
(ii) The Seller is not aware of any judgment, ERISA or tax lien filings against either the Seller, the Servicer or any Originator.
(iii) Neither the Lock-Box Accounts nor the Collection Accounts are in the name of any person other than the Seller, the
Servicer (if prior to the one year anniversary of the Closing Date) or the Administrative Agent. Neither the Seller nor the Servicer
has consented to any bank maintaining such account to comply with instructions of any person other than the Administrative
Agent and, prior to the delivery of a notice of control by the Administrative Agent to such bank, the Servicer.
(d) Survival of Supplemental Representations. Notwithstanding any other provision of the Agreement or any other Transaction
Document, the representations contained in this Section 3 shall be continuing, and remain in full force and effect until such time as the
Purchasers Interest and all other obligations under the Agreement have been finally and fully paid and performed.
(e) [Reserved].
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(f) Servicer to Maintain Perfection and Priority. In order to evidence the interests of Administrative Agent under the Agreement,
the Servicer shall, from time to time take such action, or execute and deliver such instruments as may be necessary or advisable
(including, without limitation, such actions as are reasonably requested by the Administrative Agent (for the benefit of the Purchasers))
to maintain and perfect, as a first-priority interest, the Administrative Agents security interest in the Pool Receivables, Related Security
and Collections. The Servicer shall, from time to time and within the time limits established by law, prepare and present to the
Administrative Agent (for the benefit of the Purchasers) for the Administrative Agents authorization and approval, all financing
statements, amendments, continuations or initial financing statements in lieu of a continuation statement, or other filings necessary to
continue, maintain and perfect the Administrative Agents security interest as a first-priority interest. The Administrative Agents
approval of such filings shall authorize the Servicer to file such financing statements under the UCC without the signature of the Seller,
any Originator or the Administrative Agent where allowed by applicable law. Notwithstanding anything else in the Transaction
Documents to the contrary, the Servicer shall not have any authority to file a termination, partial termination, release, partial release, or
any amendment that deletes the name of a debtor or excludes collateral of any such financing statements, without the prior written
consent of the Administrative Agent (for the benefit of the Purchasers).
(g) Collections. If made in accordance with the terms of this Agreement, each remittance of Collections by the Seller to the
Purchasers hereunder will have been (i) in payment of a debt incurred by the Seller in the ordinary course of business or financial affairs
of the Seller and (ii) made in the ordinary course of business or financial affairs of the Seller.
4. Reaffirmation of Representations and Warranties.
(a) On the date of each Purchase hereunder (including any reinvestment, Reimbursement Purchase or Issuance of a Letter of Credit
but excluding, for the avoidance of doubt, any Participation Advance or any draw on a Letter of Credit for which the Seller satisfies its
Reimbursement Obligation pursuant to Section 1.15(a) and no Reimbursement Purchase is deemed requested), and on the date each
Servicer Report is delivered to the Administrative Agent or any Purchaser hereunder, the Seller and the Servicer, by accepting the
proceeds of such Purchase (or the benefit of such Issuance, as applicable) and/or the provision of such report, shall each be deemed to
have certified that (i) all representations and warranties of the Seller and the Servicer, as applicable, described in this Exhibit III, as from
time to time amended in accordance with the terms hereof, are correct on and as of such day as though made on and as of such day,
except for representations and warranties which apply to an earlier date (in which case such representations and warranties shall be true
and correct as of such earlier date) and (ii) no event has occurred or is continuing, or would result from any such Purchase, which
constitutes a Termination Event or an Incipient Termination Event.
(b) On any date on which the Seller or Servicer furnishes any information to the Administrative Agent or any Purchaser for
purposes of or in connection with this Agreement, any other Transaction Document or any transaction contemplated hereby or thereby,
it will be deemed to have certified that such information is true and correct in every material respect on the date such information is
stated or certified (when considered as a whole with such other information heretofore or hereafter furnished by the Seller or the
Servicer, as applicable).
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EXHIBIT IV
COVENANTS
1. Covenants of the Seller. At all times from the date hereof until Final Discharge Date the Seller hereby covenants and agrees
that:
(a) Financial Reporting. The Seller will maintain a system of accounting established and administered in accordance with GAAP
as in effect in the appropriate jurisdiction, and the Seller (or the Servicer on its behalf) shall furnish to the Administrative Agent and
each Purchaser:
(i) Annual Reporting. Promptly upon completion and in no event later than 65 days after the close of each fiscal year of the
Seller, annual financial statements of the Seller, acceptable to the Administrative Agent, prepared in accordance with GAAP,
including balance sheets as of the end of such period, consolidated statements of income, related profit and loss and reconciliation
of surplus statements, and a statement of changes in financial position, prepared by the Seller.
(ii) Other Information. Such other information (including non-financial information) as the Administrative Agent or any
Purchaser may from time to time reasonably request.
(b) Notices. The Seller will notify the Administrative Agent and each Purchaser in writing of any of the following events promptly
upon (but in no event later than three Business Days after) a senior financial or other similar officer learning of the occurrence thereof,
with such notice describing the same, and if applicable, the steps being taken by the Person(s) affected with respect thereto:
(i) Notice of Termination Events or Incipient Termination Events. A statement of the chief executive officer, chief financial
officer, treasurer or controller of the Seller (or the Servicer or Armstrong) setting forth details of any Termination Event or
Incipient Termination Event and the action which the Seller proposes to take with respect thereto.
(ii) Representations and Warranties. The failure of any representation or warranty with respect to the Pool Receivables to be
true when made or at any time thereafter.
(iii) Litigation. The institution of any litigation, arbitration proceeding or governmental proceeding, or any material litigation
or proceeding relating to any Transaction Document.
(iv) Adverse Claim. (A) Any Person shall obtain an Adverse Claim upon the Pool Receivables or Collections with respect
thereto, (B) any Person other than the Seller, the Servicer or the Administrative Agent shall obtain any rights or direct any action
with respect to any Lock-Box Account (or related lock-box or post office box) or any Collection Account or (C) any Obligor shall
receive any change in payment instructions with respect to Pool Receivable(s) from a Person other than the Servicer or the
Administrative Agent.
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(v) ERISA and Other Claims. Promptly after the filing or receiving thereof, copies of all reports and notices that the Seller or
any ERISA Affiliate files under ERISA with the Internal Revenue Service, the Pension Benefit Guaranty Corporation or the U.S.
Department of Labor or that the Seller or any ERISA Affiliate receives from any of the foregoing or from any multiemployer plan
(within the meaning of Section 4001(a)(3) of ERISA) to which the Seller or any of its ERISA Affiliates is or was, within the
preceding five years, a contributing employer, in each case in respect of any Reportable Event (as defined in ERISA) that could, in
the aggregate, result in the imposition of liability on the Seller and/or any such Affiliate.
(vi) Material Adverse Change. Any material adverse change in the business, operations, property or financial or other
condition of the Seller.
(vii) Downgrade. Promptly after the occurrence thereof, notice of any downgrade of the Performance Guarantor.
(c) Conduct of Business. The Seller will carry on and conduct its business in substantially the same manner and in substantially the
same fields of enterprise as it is presently conducted and will do all things necessary to remain duly formed, validly existing and in good
standing as a company in its jurisdiction of formation and maintain all requisite authority to conduct its business in each jurisdiction in
which its business is conducted.
(d) Compliance with Laws. The Seller will comply with all laws, rules, regulations, orders, writs, judgments, injunctions, decrees
or awards to which it may be subject, and preserve and maintain its corporate existence, rights, franchises, qualifications and privileges,
except where such instances of noncompliance or non-maintenance would not have a Material Adverse Effect on the Seller.
(e) Furnishing of Information and Inspection of Pool Receivables. The Seller will furnish to the Administrative Agent and each
Purchaser from time to time such information with respect to the Pool Receivables as the Administrative Agent or such Purchaser may
reasonably request. The Seller will:
(i) at the Sellers expense, at any time and from time to time during regular business hours with prior written notice permit
the Administrative Agent or any Purchaser, or their respective agents or representatives, (A) to examine and make copies of and
abstracts from all books and records relating to the Pool Receivables or other Pool Assets and (B) to visit the offices and properties
of the Seller for the purpose of examining such books and records, and to discuss matters relating to the Pool Receivables, other
Pool Assets or the Sellers performance hereunder or under the other Transaction Documents to which it is a party with any of the
officers, directors, employees or independent public accountants of the Seller (provided that representatives of the Seller are
present during such discussions) having knowledge of such matters; provided, that the Seller shall only be required to pay the
expenses of one such examination and visit pursuant to this clause (i) (which, so long as Armstrong or an Affiliate of Armstrong is
the Servicer, shall be combined with the visit pursuant to clause 2(e)(i) of this Exhibit IV) per calendar year so long as no
Termination Event shall have occurred and be continuing; and
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(ii) without limiting the provisions of clause (i) above, from time to time on the request of the Administrative Agent (given
not more than once in each calendar year so long as no Termination Event shall have occurred and be continuing), at the Sellers
expense, upon reasonable prior written notice from the Administrative Agent and the Purchasers, permit certified public
accountants or other auditors reasonably acceptable to the Administrative Agent (which may include the current auditors of the
Seller) to conduct a review of its books and records with respect to the Pool Receivables.
(f) Payments on Pool Receivables, Accounts. The Seller will, and will cause each Originator to, at all times instruct all Obligors to
deliver payments on the Pool Receivables to a Lock-Box Account or a Collection Account. If any such payments or other Collections
are received by the Seller or an Originator, it shall hold such payments in trust for the benefit of the Administrative Agent and the
Purchasers and promptly (but in any event within two Business Days after receipt) remit such funds into a Collection Account. The
Seller will cause each Lock-Box Bank to comply with the terms of each applicable Lock-Box Agreement and Intercreditor Agreement,
and cause each Collection Account Bank to comply with the terms of each applicable or Collection Account Agreement. The Seller will
not permit the funds other than Collections on Pool Receivables and other Pool Assets to be deposited into any Lock-Box Account or
any Collection Account, other than as contemplated by the Intercreditor Agreement. If such funds are nevertheless deposited into any
Lock-Box Account or any Collection Account in violation of the preceding sentence, the Seller will promptly identify such funds for
segregation. Other than as set forth in the Intercreditor Agreement, the Seller will not, and will not permit the Servicer, any Originator or
other Person to, commingle Collections or other funds to which the Administrative Agent or any Purchaser is entitled with any other
funds. The Seller shall only add, and shall only permit an Originator to add, a Lock-Box Bank (or the related lock-box or post office
box), or Lock-Box Account to those listed on Schedule II to the Agreement or a Collection Account or Collection Account Bank, if the
Administrative Agent has given its prior written consent thereto and has received notice of such addition and an executed and
acknowledged copy of a Lock-Box Agreement and/or Collection Account Agreement in form and substance reasonably acceptable to
the Administrative Agent from any such new Lock-Box Bank. The Seller shall only terminate a Lock-Box Bank or close a Lock-Box
Account (or the related lock-box or post office box), with the prior written consent of the Administrative Agent.
(g) Sales, Liens, etc. Except as otherwise provided in the Transaction Documents, the Seller will not sell, assign (by operation of
law or otherwise) or otherwise dispose of, or create or suffer to exist any Adverse Claim upon (including, without limitation, the filing
of any financing statement) or with respect to, any Pool Receivable or other Pool Asset, or assign any right to receive income in respect
thereof.
(h) Extension or Amendment of Pool Receivables. The Seller will cause the Servicer to service the Receivables in accordance with
Section 4.2 and clause 2(g) of this Exhibit IV.
(i) Change in Business. The Seller will not (i) make any change in the character of its business, which change would impair the
collectibility of any Pool Receivable or (ii) any material change in any Credit and Collection Policy, in the case of either (i) or
(ii) above, without the prior written consent of the Administrative Agent and each Purchaser. The Seller shall not make any change in
any Credit and Collection Policy without giving prior written notice thereof to the Administrative Agent and each Purchaser.
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(j) Fundamental Changes. The Seller shall not, without the prior written consent of the Administrative Agent, permit itself (i) to
merge or consolidate with or into, or convey, transfer, lease or otherwise dispose of (whether in one transaction or in a series of
transactions) all or substantially all of its assets (whether now owned or hereafter acquired) to, any Person or (ii) to be owned by any
Person other than Armstrong or an Affiliate of Armstrong. The Seller shall provide the Administrative Agent and each Purchaser with at
least 30 days prior written notice before making any change in the Sellers name, location or making any other change in the Sellers
identity or corporate structure that could reasonably be expected to impair or otherwise render any UCC financing statement filed in
connection with this Agreement seriously misleading as such term (or similar term) is used in the applicable UCC (it being
understood that in connection with any such change, the Seller shall, at its own expense, take any such action required or reasonably
requested pursuant to paragraph (m), below).
(k) Records. The Seller will maintain and implement (or cause the Servicer to maintain and implement) administrative and
operating procedures (including an ability to recreate records evidencing Receivables and related Contracts in the event of the
destruction of the originals thereof), and keep and maintain (or cause the Servicer to keep and maintain) all documents, books, records,
computer tapes and disks and other information reasonably necessary or advisable for the collection of all Receivables (including
records adequate to permit the daily identification of each Receivable and all Collections of and adjustments to each existing
Receivable).
(l) Change in Payment Instructions to Obligors. The Seller shall not (and shall cause the Originators not to) add to, replace or
terminate any of the Lock-Box Accounts (or any related lock-box or post office box) listed in Schedule II hereto or make any change in
its (or their) instructions to the Obligors regarding payments to be made to the Lock-Box Accounts (or any related lock-box or post
office box), unless the Administrative Agent shall have received (x) prior written notice of such addition, termination or change and
(y) signed and acknowledged Lock-Box Agreements with respect to such new Lock-Box Accounts (or any related lock-box or post
office box).
(m) Ownership Interest, Etc. The Seller shall (and shall cause the Servicer to), at its expense, take all action or reasonably
necessary or desirable (including in connection with any change of the type described in paragraph (j), above) to establish and maintain
(i) a valid and enforceable undivided percentage ownership or security interest, to the extent of the Purchasers Interest, in the Pool
Receivables and the Related Security and Collections with respect thereto, and (ii) a first priority perfected security interest in the Pool
Assets to the extent not covered by subclause (m)(i) above, in each case free and clear of any Adverse Claim, in favor of the
Administrative Agent (on behalf of the Purchasers), including (x) taking such action to perfect, protect or more fully evidence the
interest of the Administrative Agent (on behalf of the Purchasers) as the Administrative Agent or any Purchaser may reasonably request
and (y) delivering or causing to be delivered to the Administrative Agent and the Purchasers in connection therewith at such time one or
more opinions, in form and substance reasonably acceptable to the Administrative Agent or such Purchaser, as to such UCC and other
matters as the Administrative Agent or such Purchaser may request at such time.
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(n) Restricted Payments. (i) Except pursuant to clause (ii) below, the Seller will not: (A) purchase or redeem any of its equity
interests, (B) declare or pay any dividend or set aside any funds for any such purpose, (C) incur, prepay, purchase or redeem any Debt,
(D) lend or advance any funds or (E) repay any loans or advances to, for or from any of its Affiliates (the amounts described in clauses
(A) through (E) being referred to as Restricted Payments).
(i) Subject to the limitations set forth in clause (ii) below, the Seller may make Restricted Payments so long as such
Restricted Payments are made only in one or more of the following ways: (A) the Seller may make cash payments (including
prepayments) on the Company Note in accordance with its terms, and (B) if no amounts are then outstanding under any Company
Note, the Seller may declare and pay dividends.
(ii) The Seller may make Restricted Payments only out of the funds, if any, it receives pursuant to Sections 1.4(b)(ii) and
(iv) and 1.4(c) of the Agreement. Furthermore, the Seller shall not pay, make or declare: (A) any dividend if, after giving effect
thereto, the Sellers Tangible Net Worth would be less than 15% of the Purchase Limit at such time, or (B) any Restricted Payment
(including any dividend but excluding any deemed payment on any Company Note or L/C Note resulting from the Issuance of or
drawing on any Letter of Credit, as described in Article III of the Sale Agreement) if, after giving effect thereto, any Termination
Event or Incipient Termination Event shall have occurred and be continuing.
(o) Other Business. The Seller will not: (i) engage in any business other than the transactions contemplated by the Transaction
Documents, (ii) create, incur or permit to exist any Debt of any kind (or cause or permit to be issued for its account any letters of credit
or bankers acceptances) other than pursuant to this Agreement or the Company Note, or (iii) form any Subsidiary or make any
investments in any other Person; provided, however, that the Seller shall be permitted to incur minimal obligations (but, in any event,
not to exceed $10,000 at any time outstanding) to the extent necessary for the day-to-day operations of the Seller (such as expenses for
stationery, audits, maintenance of legal status, etc.).
(p) Review and Audit. Without limiting any of the other provisions set forth in this Agreement, the Seller shall permit (and shall
cause each Originator to permit) the Administrative Agent on not less than 10 Business Days written notice to the Seller, at any time
within 90 days after the end of each of the calendar year, to conduct, during normal business hours, a review (satisfactory in form, scope
and substance to the Administrative Agent) and audit (performed by representatives of the Administrative Agent pursuant to agreed
upon procedures in form, scope and substance satisfactory to the Administrative Agent) of the Servicers collection, operating and
reporting systems, the Credit and Collection Policy of each Originator, historical receivables data and accounts, including, without
limitation, a review of the Servicers operating location(s) with respect to the Pool Receivables and the origination and servicing
thereof. The Seller, each Originator or Servicer, as applicable, shall make such necessary changes to its reports and procedures as the
Administrative Agent shall request in order to correct any problems or discrepancies which are shown by such audit.
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2. Covenants of the Servicer and Performance Guarantor. At all times from the date hereof until the Final Discharge Date:
(a) Financial Reporting. The Servicer will maintain a system of accounting established and administered in accordance with
generally accepted accounting principles as in effect in the appropriate jurisdiction, and the Servicer shall furnish to the Administrative
Agent and each Purchaser:
(i) Annual Reporting. As soon as available, but in any event within ninety (90) days after the end of each fiscal year of the
Performance Guarantor, a consolidated balance sheet of the Performance Guarantor and its Subsidiaries as at the end of such fiscal
year, and the related consolidated statements of income or operations, shareholders equity and cash flows for such fiscal year,
setting forth in each case in comparative form the figures for the previous fiscal year, all in reasonable detail and prepared in
accordance with GAAP, audited and accompanied by a report and opinion of KPMG LLP or another independent certified public
accountant of nationally recognized standing reasonably acceptable to the Administrative Agent, which report and opinion shall be
prepared in accordance with generally accepted auditing standards and shall not be subject to any going concern or like
qualification or exception or any qualification or exception as to the scope of such audit.
(ii) Quarterly Reporting. As soon as available, but in any event within forty-five (45) days after the end of each of the first
three fiscal quarters of each fiscal year of the Performance Guarantor, a consolidated balance sheet of the Performance Guarantor
and its Subsidiaries as at the end of such fiscal quarter, and the related consolidated statements of income or operations,
shareholders equity and cash flows for such fiscal quarter and for the portion of the Performance Guarantors fiscal year then
ended, setting forth in each case in comparative form the figures for the corresponding fiscal quarter of the previous fiscal year and
the corresponding portion of the previous fiscal year, all in reasonable detail and certified by a Responsible Officer of the
Performance Guarantor as fairly presenting the financial condition, results of operations, shareholders equity and cash flows of
the Performance Guarantor and its Subsidiaries in accordance with GAAP, subject only to normal year-end audit adjustments and
the absence of footnotes.
(iii) Servicer Report. As soon as available and in any event not later than one Business Day prior to each Settlement Date, a
Servicer Report as of the most recently completed calendar month; provided, however, that if a Termination Event, Incipient
Termination Event shall have occurred and be continuing, the Servicer shall, if so requested by the Administrative Agent, be
required to deliver a Servicer Report to the Administrative Agent for the period so requested by the Administrative Agent
(including as frequently as weekly or daily, provided, that such daily or weekly reporting shall only be required to include (x) the
aggregate Outstanding Balance of the Pool Receivables at the beginning and end of each period covered, (y) aggregate sales
during such period, and (z) aggregate Collections during such period).
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(iv) Compliance Certificates. (a) Together with the annual report required above, a certificate of the Performance
Guarantors independent certified public accountants reporting on such financial statements stating that in making the examination
necessary for certifying such financial statements no knowledge was obtained of any Termination Event of Incipient Termination
Event, except as specifically indicated; (b) together with the annual report and each quarterly report required above, a compliance
certificate in the form of Annex F hereto (each, a Compliance Certificate) signed by its chief accounting officer or treasurer
solely in their capacities as officers of the Servicer stating that no Termination Event or Incipient Termination Event exists, or if
any Termination Event or Incipient Termination Event exists, stating the nature and status thereof and (c) the certificate delivered,
and at the times required, under Section 7.02(a) of the Credit Agreement.
(v) Other Information. Such other information (including non-financial information) as the Administrative Agent or any
Purchaser may from time to time reasonably request.
(b) Notices. The Servicer will notify the Administrative Agent and each Purchaser in writing of any of the following events
promptly upon (but in no event later than three Business Days after) a financial or other officer learning of the occurrence thereof, with
such notice describing the same, and if applicable, the steps being taken by the Person(s) affected with respect thereto:
(i) Notice of Termination Events or Incipient Termination Events. A statement of the chief executive officer, chief financial
officer, treasurer or controller of the Servicer setting forth details of any Termination Event or Incipient Termination Event and the
action which the Servicer proposes to take with respect thereto.
(ii) Representations and Warranties. The failure of any representation or warranty to be true (when made or deemed made) in
all material respects with respect to the Pool Receivables.
(iii) Litigation. The institution of any litigation, arbitration proceeding or governmental proceeding that may have a Material
Adverse Effect with respect to the Servicer, any Originator or the Performance Guarantor, or any material litigation or proceeding
relating to any Transaction Document.
(iv) Adverse Claim. (A) Any Person shall obtain an Adverse Claim upon the Pool Receivables or Collections with respect
thereto, (B) any Person other than the Seller, the Servicer or the Administrative Agent shall obtain any rights or direct any action
with respect to any Lock Box Account (or related lock-box or post office box) or any Collection Account or (C) any Obligor shall
receive any change in payment instructions with respect to Pool Receivable(s) from a Person other than the Servicer or the
Administrative Agent.
(v) ERISA and Other Claims. Promptly after the filing or receiving thereof, copies of all reports and notices that the Seller or
any ERISA Affiliate files under ERISA with the Internal Revenue Service, the Pension Benefit Guaranty Corporation or the U.S.
IV-7

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Department of Labor or that the Seller or any ERISA Affiliate receives from any of the foregoing or from any multiemployer plan
(within the meaning of Section 4001(a)(3) of ERISA) to which the Seller or any of its ERISA Affiliates is or was, within the
preceding five years, a contributing employer, in each case in respect of any Reportable Event (as defined in ERISA) that could, in
the aggregate, result in the imposition of liability on the Seller and/or any such Affiliate.
(vi) Material Adverse Change. Any material adverse change in the business, operations, property or financial or other
condition of the Servicer, any Originator or the Performance Guarantor.
(vii) Reports to Securityholders. Promptly after the sending or filing thereof, copies of all reports that the Performance
Guarantor sends to any of its security holders, and copies of all reports and registration statements that the Performance Guarantor
or any Subsidiary files with the Securities and Exchange Commission or any national securities exchange; provided, that any
filings with the Securities and Exchange Commission that have been granted confidential treatment shall be provided promptly
after such filings have become publicly available
(c) Conduct of Business. The Servicer will carry on and conduct its business in substantially the same manner and in substantially
the same fields of enterprise as it is presently conducted and will do all things necessary to remain duly organized, validly existing and
in good standing as a corporation in its jurisdiction of organization and maintain all requisite authority to conduct its business in each
jurisdiction in which its business is conducted, except in each case to the extent that failure to conduct such business or maintain such
authority could not reasonably be expected to have a Material Adverse Effect.
(d) Compliance with Laws. The Servicer will comply with all laws, rules, regulations, orders, writs, judgments, injunctions,
decrees or awards to which it may be subject, except where such instances of noncompliance could not reasonably be expected to have a
Material Adverse Effect.
(e) Furnishing of Information and Inspection of Receivables. The Servicer will furnish to the Administrative Agent and each
Purchaser from time to time such information with respect to the Pool Receivables as the Administrative Agent or such Purchaser may
reasonably request. The Servicer will, so long as Armstrong or an Affiliate of Armstrong is the Servicer, at the expense of the Seller, or
thereafter at the expense of the Servicer, at any time and from time to time during regular business hours with prior written notice
(i) permit the Administrative Agent or any Purchaser, or their respective agents or representatives, (A) to examine and make copies of
and abstracts from all books and records relating to the Pool Receivables or other Pool Assets and (B) to visit the offices and properties
of the Servicer for the purpose of examining such books and records, and to discuss matters relating to the Pool Receivables, other Pool
Assets or the Servicers performance hereunder or under the other Transaction Documents to which it is a party with any of the officers,
directors, employees or independent public accountants of the Servicer (provided that representatives of the Servicer are present during
such discussions) having knowledge of such matters; provided, that the Seller or Servicer, as applicable, shall only be required to pay
the expenses of one such examination and visit (which, in the case of the Seller, shall be combined with the visit pursuant to clause
1(e)(i) of this Exhibit IV) per calendar year so long as no Termination Event shall have occurred and be continuing.
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(f) Payments on Receivables, Accounts. The Servicer will at all times instruct all Obligors to deliver payments on the Pool
Receivables to a Lock-Box Account or a Collection Account. If any such payments or other Collections are received by the Servicer, it
shall hold such payments in trust for the benefit of the Administrative Agent and the Purchasers and promptly (but in any event within
two Business Days after receipt) remit such funds into a Lock-Box Account or a Collection Account. The Servicer will cause each
Lock-Box Bank to comply with the terms of each applicable Lock-Box Agreement and Intercreditor Agreement, and cause each
Collection Account Bank to comply with the terms of each applicable or Collection Account Agreement. The Servicer will not permit
the funds other than Collections on Receivables and other Pool Assets to be deposited into any Lock-Box Account or any Collection
Account, other than as explicitly set forth in the Intercreditor Agreement. If such funds are nevertheless deposited into any Lock-Box
Account or any Collection Account in violation of the preceding sentence, the Servicer will promptly identify such funds for
segregation. Other than as set forth in the Intercreditor Agreement, the Servicer will not commingle Collections or other funds held in
any Lock-Box Account or Collection Account to which the Administrative Agent or any Purchaser is entitled with any other funds. The
Servicer shall only add, a Lock-Box Bank (or the related lock-box or post office box), or Lock-Box Account to those listed on Schedule
II to the Agreement or a Collection Account or Collection Account Bank, if the Administrative Agent has given its prior written consent
thereto and has received notice of such addition, and an executed and acknowledged copy of a Lock-Box Agreement in form and
substance reasonably acceptable to the Administrative Agent from any such new Lock-Box Bank. The Servicer shall only terminate a
Lock-Box Bank or close a Lock-Box Account (or the related lock-box or post office box), with the prior written consent of the
Administrative Agent.
(g) Extension or Amendment of Receivables. Other than as set forth below, the Servicer will not extend, amend or otherwise
modify the terms of any Pool Receivable, or amend, modify or waive any term or condition of any Contract related thereto if the effect
of such amendment, modification or waiver could reasonably be expected to impair the collectibility or delay the payment of any then
existing Pool Receivable, without the prior written consent of the Administrative Agent and the Majority Purchasers. The Servicer shall
at its expense, timely and fully perform and comply with all material provisions, covenants and other promises required to be observed
by it under the Contracts related to the Receivables, and timely and fully comply in all material respects with the Credit and Collection
Policy with regard to each Receivable and the related Contract.
Notwithstanding the foregoing, (i) the Servicer (and the applicable Originator) may, in accordance with the applicable Credit and
Collection Policy:
(i) extend, amend, cancel or rescind any Pool Receivable (and the Contract related thereto), the Outstanding Balance of
which is reduced in connection with a valid dispute or otherwise as a result of any non-cash reduction to the Outstanding Balance
thereof that is made in accordance with the Servicers (and the applicable Originators) practices and the Credit and Collection
Policy,
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(ii) extend the maturity (but not for more than ten days), adjust the Outstanding Balance, or otherwise modify the terms of
any Defaulted Receivable or amend, modify or waive any payment term or condition of any invoice or Contract related thereto, or
(iii) extend the maturity of any other Pool Receivable (but not beyond 30 days),
all as it may determine to be appropriate to maximize collections thereof, provided, that if a Termination Event has occurred and is
continuing and Armstrong or an Affiliate thereof is serving as the Servicer, the Servicer may make such extension or adjustment only
upon the prior written approval of the Administrative Agent (with the consent of the Majority Purchasers).
(h) Change in Business. The Servicer will not (i) make any change in the character of its business, which change would impair the
collectibility of any Pool Receivable or (ii) make any material change in any Credit and Collection Policy, in the case of either (i) or
(ii) above, without the prior written consent of the Administrative Agent and each Purchaser. The Servicer shall not make any change in
any Credit and Collection Policy without giving prior written notice thereof to the Administrative Agent and each Purchaser.
(i) Records. The Servicer will maintain and implement administrative and operating procedures (including an ability to recreate
records evidencing Receivables and related Contracts in the event of the destruction of the originals thereof), and keep and maintain all
documents, books, records, computer tapes and disks and other information reasonably necessary or advisable for the collection of all
Pool Receivables.
(j) Change in Payment Instructions to Obligors. The Servicer shall not add to, replace or terminate any of the Lock-Box Accounts
(or any related lock-box or post office box) listed in Schedule II hereto or make any change in its instructions to the Obligors regarding
payments to be made to the Lock-Box Accounts (or any related lock-box or post office box), unless the Administrative Agent shall have
received (x) prior written notice of such addition, termination or change and (y) signed and acknowledged Lock-Box Agreements with
respect to such new Lock-Box Accounts (or any related lock-box or post office box).
(k) Ownership Interest, Etc. The Servicer shall, at its expense, take all action necessary or desirable (including in connection with
any action taken by the Seller or any Originator of the type described in paragraph (j) of Section 1 of this Exhibit IV, above) (i) to
establish and maintain (x) a valid and enforceable undivided percentage ownership or security interest, to the extent of the Purchasers
Interest, in the Pool Receivables, the Related Security and Collections with respect thereto, and (y) a first priority perfected security
interest in the Pool Assets to the extent not covered by subclause (x) above, in each case free and clear of any Adverse Claim, in favor
of the Administrative Agent (on behalf of the Purchasers), including taking such action to perfect, protect or more fully evidence the
interest of the Administrative Agent (on behalf of the Purchasers) as the Administrative Agent or any Purchaser may reasonably request,
(ii) to ensure, provide for or facilitate the rights or ability of the Administrative Agent (on behalf of the Purchasers) to enforce, collect or
otherwise bring any action to enforce or collect any Pool Receivable or the related Contracts as against any Obligor, in all applicable
jurisdictions, including taking any such action as the Administrative Agent or any Purchaser may, from time to time, commercially
reasonably request in connection with any such enforcement or other collection activities and (iii) to cause and
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direct the Seller to comply with its obligations set forth in paragraph (d) of Section 1 of this Exhibit IV (including in order to prevent the
Seller from becoming subject to any fines, penalties or other costs as a result of any failure to so comply in any applicable jurisdiction).
3. Separate Existence. Each of the Seller and Armstrong hereby acknowledges that the Purchasers and the Administrative Agent
are entering into the transactions contemplated by this Agreement and the other Transaction Documents in reliance upon the Sellers
identity as a legal entity separate from Armstrong, the Performance Guarantor and the Originators. Therefore, from and after the date
hereof, each of Armstrong and the Seller agrees, severally and not jointly, to take, or refrain from taking, as the case may be, all actions
that are necessary to be taken or not to be taken in order to ensure that the assumptions and factual recitations set forth in the Specified
Bankruptcy Opinion Provisions remain true and correct in all material respects with respect to Armstrong or the Seller, as applicable,
and comply in all material respects with those procedures described in such provisions which are applicable to Armstrong or Seller, as
applicable.
4. Independent Director.
(a) The Seller shall not engage in any business or activity, or incur any indebtedness or liability, other than as expressly permitted
by the Transaction Documents;
(b) At least one member of the Sellers Board of Directors shall be an Independent Director;
(c) The limited liability company agreement of the Seller shall provide that: (i) the Sellers Board of Directors shall not approve,
or take any other action to cause the filing of, a voluntary bankruptcy petition with respect to the Seller unless the Independent Director
shall approve the taking of such action in writing before the taking of such action, and (ii) such provision cannot be amended without
the prior written consent of the Independent Director; and
(d) The Independent Director shall not at any time serve as a trustee in bankruptcy for the Seller, Armstrong, any Originator, the
Servicer or any of their respective Affiliates.
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EXHIBIT V
TERMINATION EVENTS
Each of the following shall be a Termination Event:
(a) (i) the Seller, Armstrong or the Servicer shall fail to make when due any payment or deposit to be made by it under the
Agreement and such failure shall continue unremedied for three (3) Business Days after the applicable due date therefore or (ii) the
Seller, any Originator, the Performance Guarantor or the Servicer shall fail to perform or observe any term, covenant or agreement
under the Agreement or any other Transaction Document and such failure shall, solely to the extent capable of cure, continue
unremedied for fifteen (15) Business Days after the earlier of (x) the date on which the Seller or the Servicer knew or should have
known of such failure and (y) the date on which written notice of such failure shall have been given to the Seller or the Servicer by the
Administrative Agent or any Purchaser;
(b) (i) Armstrong (or any Affiliate thereof) shall fail to comply with its obligations hereunder relating to the transfer to any
successor Servicer, when required hereunder, of any rights pursuant to this Agreement that Armstrong (or such Affiliate) then has as
Servicer, or (ii) Armstrong shall resign as Servicer, and no successor Servicer reasonably satisfactory to the Administrative Agent and
the Majority Purchasers shall have been appointed;;
(c) any representation or warranty made or deemed made by the Seller, the Servicer or any Originator (or any of their respective
officers) under or in connection with the Agreement or any other Transaction Document, or any information or report delivered by the
Seller, the Servicer or any Originator pursuant to the Agreement or any other Transaction Document, shall prove to have been incorrect
or untrue in any material respect when made or deemed made or delivered and the event or condition making such representation or
warranty incorrect or untrue shall, solely to the extent capable of cure, continue unremedied for fifteen (15) days after the earlier of
(x) the date on which the Seller or the Servicer knew or should have known of such event or condition and (y) the date on which written
notice of such failure shall have been given to the Seller or the Servicer by the Administrative Agent or any Purchaser; provided, that no
Termination Event shall occur pursuant to this paragraph (c) if such Termination Event is the result of a breach of a representation,
warranty, statement or certificate with respect to any Receivable by an Originator, and such Originator and the Seller shall have satisfied
their obligations with respect thereto under Section 3.3 of the Sale Agreement and Section 1.4(e) of this Agreement, respectively;
(d) the Servicer shall fail to deliver (or shall fail to cause to be delivered) any Servicer Report or any other report or notice required
to be delivered by the Servicer or the Seller hereunder, including, without limitation, any notice required under Section 1(b) or 2(b) of
Exhibit IV, in each case when due pursuant to the Agreement, and such failure shall remain unremedied for two (2) Business Days;
(e) the Agreement or any Purchase pursuant to the Agreement shall for any reason: (i) cease to create, or the Purchasers Interest
shall for any reason cease to be, a valid and enforceable first priority perfected undivided percentage ownership or security interest in
favor of the Administrative Agent (for the benefit of the Purchasers) to the extent of the Purchasers Interest in
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each Pool Receivable, the Related Security and Collections with respect thereto, free and clear of any Adverse Claim, or (ii) cease to
create with respect to the Pool Assets, or the interest of the Administrative Agent (for the benefit of the Purchasers) with respect to such
Pool Assets shall cease to be, a valid and enforceable ownership or first priority perfected security interest, free and clear of any
Adverse Claim;
(f) (i) any Transaction Document, or any ownership or other interest granted or created thereunder that is not immaterial in
amount, shall (except in accordance with its terms), in whole or in part, terminate, cease to be effective or cease to be the legally valid,
binding and enforceable obligation of the Seller, the Servicer, the Performance Guarantor or any Originator; or (ii) the Seller, the
Servicer, the Performance Guarantor, any Originator or any other Armstrong Person shall, directly or indirectly, contest in any manner
such effectiveness, validity, binding nature or enforceability;
(g) (i) the Seller, the Performance Guarantor, the Servicer or any Originator shall generally not pay its debts as such debts become
due, shall admit in writing its inability to pay its debts generally, or shall make a general assignment for the benefit of creditors; or
(ii) any proceeding shall be instituted by or against the Seller, Armstrong, the Performance Guarantor, the Servicer or any Originator
seeking to adjudicate it a bankrupt or insolvent, or seeking liquidation, winding up, reorganization, arrangement, adjustment, protection,
relief or composition of it or its debts under any law relating to bankruptcy, insolvency or reorganization or relief of debtors, or seeking
the entry of an order for relief or the appointment of a receiver, trustee, custodian or other similar official for it or for any substantial
part of its property and, in the case of any such proceeding instituted against it (but not instituted by it), either such proceeding shall
remain undismissed or unstayed for a period of 60 days, or any of the actions sought in such proceeding (including the entry of an order
for relief against, or the appointment of a receiver, trustee, custodian or other similar official for, it or for any substantial part of its
property) shall occur; or (iii) the Seller, Armstrong, the Performance Guarantor, the Servicer or any Originator shall take any corporate
action to authorize any of the actions set forth above in this paragraph;
(h) at any time, (i) (A) the Default Ratio shall exceed 1.50%, (B) the Delinquency Ratio shall exceed 1.50%, or (C) the Dilution
Ratio shall exceed 7.50%; or (ii) (A) the Three Month Default Ratio shall exceed 1.25%, (B) the Three Month Delinquency Ratio shall
exceed 1.25%, or (C) the Three Month Dilution Ratio shall exceed 7.00%; or (iii) the Days Sales Outstanding shall exceed 45 days;
(i) the Performance Guarantor shall at any time fail to perform, maintain or observe any representation, covenant or agreement set
forth in the Performance Guarantee or the Performance Guarantee or any part thereof shall be disputed by the Performance Guarantor or
shall otherwise be or become unenforceable for any reason (provided, for the avoidance of doubt, that the failure of the Performance
Guarantor to cause any party to take any action required hereunder shall not be a termination event to the extent that any cure period
that applies to such party and such action has not yet elapsed);
(j) a Change of Control shall occur;
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(k) the Purchasers Interest, taking into account any amounts set aside pursuant to the first proviso to Section 1.4(b)(ii), shall
exceed 100% for five days;
(l) (i) the Seller, any Originator, the Servicer or the Performance Guarantor shall fail to pay any principal of or premium or interest
on any of its Debt that is outstanding in a principal amount of at least $50,000,000 in the aggregate when the same becomes due and
payable (whether by scheduled maturity, required prepayment, acceleration, demand or otherwise), and such failure shall continue after
the applicable grace period, if any, specified in the agreement, mortgage, indenture or instrument relating to such Debt (whether or not
such failure shall have been waived under the related agreement); or (ii) any other default, breach, termination or similar event (however
defined) shall occur or exist under any agreement, mortgage, indenture or instrument relating to any such Debt and shall continue after
the applicable grace period, if any, specified in such agreement, mortgage, indenture or instrument (whether or not such failure shall
have been waived under the related agreement); or (iii) any such Debt shall be declared to be due and payable, or required to be prepaid
(other than by a regularly scheduled required prepayment), redeemed, purchased or defeased, or an offer to repay, redeem, purchase or
defease such Debt shall be required to be made, in each case before the stated maturity thereof;
(m) either: (i) the Internal Revenue Service shall file a notice of lien with respect to any of the assets of the Seller, any Originator,
the Performance Guarantor, the Servicer or any ERISA Affiliate asserting a claim or claims pursuant to Section 6321 of the Internal
Revenue Code that would have a Material Adverse Effect on the Seller, any Originator, the Performance Guarantor, the Servicer, and
such lien shall not have been released within ten (10) Business Days after it is filed, or (ii) the Pension Benefit Guaranty Corporation
shall, or shall indicate its intention in writing to the Seller, any Originator, the Performance Guarantor, the Servicer or any ERISA
Affiliate to, either file a notice of lien asserting a claim pursuant to Section 4068 of ERISA with regard to any assets of the Seller, any
Originator, the Performance Guarantor, the Servicer or any ERISA Affiliate or terminate any Benefit Plan subject to Title IV of ERISA;
(n) there occurs any change in the business or financial condition of the Seller, any Originator, Performance Guarantor or Servicer
that could reasonably be expected to adversely affect the perfection, enforceability or priority of any Purchasers interest in the Pool
Assets;
(o) a Purchase and Sale Termination Event shall have occurred;
(p) a breach of any of the financial covenants set forth in Section 8.11 of the Credit Agreement shall have occurred (whether or not
such breach shall have been waived under the Credit Agreement);
(q) the Tangible Net Worth of the Seller shall be less than 15% of the Purchase Limit at such time for fifteen days;
(r) within 31 days after the Closing Date, the Servicer and/or any Originator shall not have instructed each Obligor that makes
payments on Receivables to an account other than a Lock-Box Account or Collection Account as of the Closing Date to make future
payments on Receivables by wire transfer to any Lock-Box Account or Collection Account;
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(s) any Letter of Credit is drawn upon and is not fully reimbursed (including any reimbursement from the proceeds of any
acquisition pursuant to Section 1.2 of the Agreement) within one Business Day from the Drawing Date; or
(t) the Seller shall fail to (i) notify the Administrative Agent and each Purchaser in writing of any replacement or appointment of
any director that is to serve as an Independent Director on the Sellers Board of Directors within five (5) Business Days after such
replacement or appointment or (ii) if such director is not an employee of a Recognized Service Provider, obtain written evidence that
any director that is to serve as an Independent Director on the Sellers Board of Directors is acceptable to the Administrative Agent and
each Purchaser prior to the appointment thereof.
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SCHEDULE I
CREDIT AND COLLECTION POLICY
CUSTOMER FINANCIAL SERVICES DEPARTMENT
Function and Responsibilities
Customer Financial Services (CFS) is charged with the management of the Companys investment in accounts and notes
receivable in a manner consistent with meeting the performance goals established by the Company. In carrying out this
responsibility, the department must balance its efforts to support the selling effort and the need to exercise sound financial
stewardship over the receivable asset.
As an integral part of the selling effort, CFS recognizes the importance of working with customers to help them prosper and grow
into being even better customers. The department must also stand ready to take responsible risks in order to maximize sales,
always weighing potential profit against possible loss.
In its financial role, CFS must conserve capital by maintaining as short an accounts receivable collection period as possible
consistent with current practices in the industries serviced, yet be sensitive to short-term financial needs of customers.
The responsibilities of CFS encompass:
1.

Customer CounselingIn exercising its marketing role, the department maintains a close working relationship with Lancaster
and field sales management so that it can be responsive to the financial needs of the marketplace, recognizing that the needs
of individual customers are not always financial. Members of CFS are in frequent contact with customers through
correspondence and personal visits. Because of their unique opportunity to study the operations of many like businesses,
customers often look to them for guidance and counsel and this is encouraged. By helping to develop a healthy, growing
distribution system, CFS takes a positive approach to increasing profitable sales while reducing possible losses. The
department also conducts and publishes financial and operating surveys and management guides for various classes of
customers to provide those customers with benchmarks against which they can compare individual effort.

2.

Credit ExtensionCredit extension involves a judgment of financial risk as to prompt collection and ultimate collection. In
appraising financial risk, many sources of information are usedsome published and some of a private and highly
confidential nature. Members of the department must establish and maintain channels of communications with the financial
managements of other suppliers, banks, and sundry other members of the financial community. The extent to which mutual
trust and confidence is developed often determines the completeness of information received.
Different criterion must be used in evaluating the information obtained, and therefore, a thorough knowledge of the customer
business is required in order to reach valid conclusions.
3.

Collection Efforts  CFS has the responsibility for collection of all funds due the Company. Most are a result of trade
sales, but receivables may result from other transactions or unusual note financing. In extending credit with reasonable
liberality, it is most important that payment follow-up be prompt and effective. It is equally important that it be done in
such a way as to maintain customer goodwill. Collection effort must be fair and professional but frequent and forceful;
if unsuccessful, legal proceedings are instituted.
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The comment section of the customer master in SAP is to be used by CFS reps to document conversations with customers
including the date and details of the conversation. This detail is available then if needed in future conversations.
To determine what items are past due, CFS personnel have access to aging reports that they can run at any time, a tickler
system, and the order process.
ABP distributes nonstandard deductions to the customer focus group who determines if the item is to be credited. The role of
CFS at this point is to follow up with customer focus or the sales rep if the item is not processed on a timely basis. If a credit
is issued, the credit is applied against the nonstandard and removed from the account. If it is determined that the item is to be
repaid, Customer Focus provides CFS with proper explanation so collection can be made.
ASA and AFP nonstandard deductions are forwarded to the appropriate CFS Claims Correspondent for handling. They will
investigate and follow up with the appropriate sales representatives if necessary to determine if the item should be credited. If
credit is issued, it will be applied against the nonstandard and removed from the account. If the item is one that the customer
is to pay, the claims correspondent will provide a proper explanation to the customer, requesting that they pay back the
nonstandard deduction.
4.

Terms of SaleCFS manages the implementation and execution of terms of sale. CFS has the sole responsibility for
administering the terms in a consistent and fair manner.

5.

Business Unit SupportCFS assists the business with all back office functions required to support existing or new businesses.
CFS works closely with the other order-to-cash operations to assure delivery of low cost, value-added services as expected
by the business unit and customer base.

6.

Staff ServicesFinancial counsel is provided to other staff and line organizations, such as to the Purchasing Department in
analyzing the financial responsibility of suppliers and contractors or to marketing management in helping to appraise
potential distribution outlets.

7.

International OperationsCFS provides oversight on the management of receivables world-wide and assures proper policies,
procedures and controls are in place to confirm global compliance to business unit strategies on working capital and business
risk.

8.

Policies and Operating ProceduresPolicies and operating procedures are to exist that confirm CFS compliance to Company
and business unit policies.

9.

PublicationsCFS regularly publishes financial surveys and management guides, and over the years has produced articles on
a variety of subjects appropriate for customer counseling.
Use of Credit Reporting Agencies

CFS subscribes to the Dun & Bradstreet credit reporting service. Because of the sizable cost of this service, CFS manages the usage of
this service carefully.
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A.

It necessary to closely audit charges by Dun & Bradstreet. It is important to record all reports that are ordered in the D&B
folder in the G drive so that we have an accurate count of the units to be charged against our contract and assure proper
charges.

B.

Frequently CFS receives requests from departments outside CFS, including Corporate Planning, Purchasing, Engineering,
Research and Patent Departments. These requests should be monitored by CFS.
Exchange of Credit Information

The exchange of credit information is an important and integral part of the credit approval process. The courts have upheld the right of
companies to exchange information in the commercial arena as long as the proper standards of conduct are maintained.
A.

Inquires Received in Lancaster
1.

First and foremost is that the inquirer has the need to know. Where the inquirer will not be specific as to the reason for the
inquiry, we will not provide information on the subject.

2.

If the inquirer is currently doing business with the account, they should be willing to share their experience with us. Again, if
they are unwilling to do so, we will not provide information on the subject.

3.

The information reported should be restricted to:

4.

B.

C.

a.

The balance outstanding.

b.

Recent high credit.

c.

Manner of payment  discount, prompt, days slow.

We will not provide information or make reference to:
a.

Future action we may be contemplating.

b.

Recommendation of the account to the inquiring party.

c.

Nonstandard terms.

Inquiries Initiated by CFS
1.

The same rules and courtesies we expect when receiving inquiries should be observed when initiating inquiries.

2.

Generally most inquiries will be carried out by fax. We use our own forms which asks for the same information as on postage
paid form #42630. Where written inquiries are made, we should use the postage-paid Form #42630 for trade inquiries and the
NACM Form 20 or Request for Bank Credit Information for bank inquiries. See Exhibits A1 and B.

Industry Trade Credit Groups
A very important source of trade credit information is obtained through CFS participation in various industry-wide trade credit
groups. All of the groups in which we maintain memberships are governed by by-laws which prohibit illegal conduct during
meetings where exchange of account information takes place.
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CFS personnel attending these meetings have a responsibility to assure themselves that the by-laws be observed. If this is not the
case, they shall announce that they are leaving the meeting if such behavior continues and, barring a cessation, leave.
Credit Approval Procedure
1.

While an initial credit investigation is conducted on all new accounts, the degree and frequency of updated reviews is
determined by the amount of credit extended and assumed risk. All accounts granted credit lines greater than or equal to
$10,000 require credit reviews annually and are to be completed within 18 months of the prior review. All customers with
credit lines between $5,000 and $10,000 are subject to a credit review every 18-24 months unless payment experience or
other information learned dictates a more timely review. Accounts with credit lines below $5,000 are to be reviewed as
necessary with continued credit extension based primarily on payment experience and other credit information learned.
All customers are to be assigned a credit risk code (see exhibit D-1). Companies determined to be financially strong and
represent little risk to the company are assigned a sufficient credit line so that orders are not blocked unnecessarily.
Customers are assigned to CFS personnel for day to day handling based on risk. High risk and/or slow paying customers are
either assigned to management or assigned to credit correspondents for daily administration with close supervision from
management.

2.

At the option of the CFS account manager, customers may be assigned a lower credit line or a zero credit line that simply
recognizes a higher degree of risk and the necessity for more control of the customers account.

3.

The credit line and risk code assigned to each customer determines whether an order will be blocked or unblocked depending
on various criteria. The procedure is as follows:
Orders taken by customer focus reps are entered into SAP. After the order is entered, the value of the order is calculated. SAP
adds this order value to the customers total exposure, which is the sum of the value of all open orders and the A/R balance
(see exhibit D-1 for variations to this calculation based on the criteria for each risk code). If the total exposure exceeds the
assigned credit limit, the order is blocked. The order could also be blocked because it is not in compliance with the criteria
set by the risk code.
The blocked order screen shows the order number, shipping date, name of the customer, order value and reason for it being
held. The CFS rep can drill down into the order and see what product is being shipped along with the purchase order etc.
On-line daily, each CFS rep reviews blocked orders that are scheduled to ship. Inasmuch as order approval is top priority, the
credit rep will immediately check the account status and either approve the order or ask the Customer focus rep to continue to
hold it until some further action can be taken. Often times, that action involves contacting the customer for a commitment to
arrange settlement of a past-due balance, and assuming appropriate arrangements can be made with the customer, the order
will normally be approved the same day as requested. If unable to contact the customer or make appropriate arrangements,
the order will continue to be held until such time as the CFS requirements are fulfilled. In all cases, there is an immediate,
same-day attempt to negotiate an acceptable arrangement with the customer.
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Every night, a batch interface is run to update the A/R balance and credit limit for each customer from SAP. This process also
evaluates past-due balances. SAP then uses the criteria in the risk codes and credit lines to determine if the order is blocked.
It must be noted that the customer focus reps will not be able to release held orders from the system.
Select and limited customer accounts in SAP, as approved by the Dir of CFS, are provided a credit risk code of 110 which
permits orders for these customers to ignore SAP credit rules that reviewing balances against credit lines and delinquency.
These exceptions are for large AFP distributors and ASA retailers that consistently earn the maximum discount. Through
CFS close supervision of these accounts, CFS identifies that a problem may exist if these customers do not earn the
maximum discount. These accounts also typically remit payment electronically so failure to make a payment is easily
detected. In addition, CFS receives a daily credit report (FIARR357) reflecting the credit line in use by these customers.
Should a customer exceed the approved credit line, the account is triggered for a credit line review and an approval for a
credit line increase is pursued. (06/18/09)
Credit Authorizations
Credit Line Approval Levels
BU CFO
Dir, CFS
Credit Mgr
Asst Credit Mgr
Other exceptions:

$2,500,000+
Up to $2,500,000
Up to $1,500,000
Up to $500,000
Joseph Alessio (Patriot) up to $150,000
Barb Kehler (AFP), up to $75,000
Mike Landis (AFP), up to $75,000
Angela Allgyer (ABP/AFP), up to $50,000
Barbara Ciardullo (AFP), up to $50,000
Howard Hassard (Pat S), up to $50,000
Steve Milliken (Pat N), up to $50,000
Nancy Ressler (ABP/AFP), up to $50,000
Janice Stetter (AFP), up to $50,000
Barb Siegrist (AFP), up to $25,000
Hope Shaub (AFP), up to $25,000
Scott Paules (AFP), up to $10,000
Administration of Terms of Sale

It is CFS policy to administer established terms of sale in a fair and consistent manner as required by law and implicit in the Companys
operating principals.
Deviation from established terms of sale may occur for a number of reasons:
A.

Credit Restriction  When open account cannot be justified, cash in advance, wire transfer of funds before shipment, C.O.D.
(either certified or customer check) may be required. Unless there is a balance open on the account which is beyond the cash
discount date, the established terms maximum cash discount will be allowed.
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B.

Competitive Terms  Occasionally the Company will be asked by our customer to meet terms offered by competing vendors. If the
sales department elects to proceed with the request to change a customers terms, they are expected to obtain a letter from the
customer stating the competitive nature of the request and review with CFS. Also, additional security may be provided to
differentiate this request from other customers. Ultimately, CFS (Finance) and/or Legal are expected to approve each request
before the modified terms will be extended.

C.

Promotional Terms  Rarely, the sales group will request to make available to customers promotional terms usually calling for
extended payment periods which usually preserve the maximum cash discount opportunity.
It is CFS responsibility to analyze the cost of incremental investment that results from offering the terms and advise the Sales
Manager of the costs prior to the promotion. Further, CFS will make recommendations concerning the timing and structure of the
terms. From time to time, it may be necessary to withhold the availability of promotional terms from some customers because they
cannot justify the higher level of credit and CFS will so advise the Sales Manager.
Following the promotion and when requested, CFS will provide an analysis of the actual results, including the cost of the
incremental investment, to the Sales Manager if requested.

D.

A list of established terms of sale is maintained in CES.
Financial Assistance to Customers

The policy of Armstrong World Industries, Inc., is to provide, where deserved, adequate trade credit on established terms of sale. It is
not Company policy to provide working capital financing beyond this normal trade credit support.
Occasionally, unique situations develop in which some form of short or intermediate assistance, which goes beyond normal trade credit
support, may be required or desirable. Examples of this could be:
1.

Assisting a distressed customer in the rehabilitation of their business when traditional lenders may be unwilling to increase or
restructure their loans and support by the Company would enhance our ability to assure recovery of the existing accounts
receivable investment due from that customer.

2.

As part of a program to return a customer to a discount basis of payment resulting eventually in improved turnover and thus less
exposure with the account.

3.

Meeting competitive industry programs of short-term financing when availability of such financial assistance is necessary to
enable the operation to meet its sales and profit goals.

Note: In all situations, we are referring to financing existing or future account balances. This policy does not provide for advances of
cash or other forms of financial assistance.
Procedures:
A.

Approval
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1.

The request for financial assistance should be directed to the appropriate CFS Manager. The CFS Manager may reject the
request if it is inappropriate or does not meet the criteria for such assistance. If, however, the manager believes there may be
merit to the request, he will advise the General Sales Manager that such a request is pending.

2.

The CFS Manager will conduct an analysis of the credit which may include all or some of the following:

3.
B.

C.

a.

Financial analysis based upon last FYE and current interim financials which demonstrate the need for special
assistance. In no case will assistance be provided without up-to-date and adequate financial data and the analysis
based upon that data.

b.

A cash forecast by month which shows how the notes will be repaid.

c.

A current bank reference which confirms that the need for special assistance cannot or will not be met by traditional
financing.

d.

An aging of Accounts Payable  Are other suppliers being requested to help or will they benefit from our support?

e.

Availability of security, guarantees, etc.

The CFS Manager will confer with Sales on the desirability of providing the assistance.

Documentation of Terms
1.

Special financial assistance shall ordinarily be evidenced by a note or series of notes properly endorsed. In addition, in some
situations it may be desirable to obtain a second endorsement of an individual or another corporation.

2.

As a general rule, regular payments of principal and interest shall be required, at least monthly, and serial notes utilized
which permit acceleration of payment of the total principal amount if payments of an installment are not made on time. Large
balloon payments should be avoided since they carry with them the pressure to refinance beyond the intended period.

3.

As a general rule, the interest rate charged shall be the rate at which the customer could or is borrowing from traditional
sources, but attempts may be made to require a slightly higher rate such that the customer prefers to pay Armstrong before
other lenders or potential lenders.

4.

Loan arrangements may be appropriate for assistance which will be outstanding for longer than six months. The covenants
contained in such an agreement will vary with the situation but provide reasonable assurance that conditions before and after
the agreement will be met. These loan agreements are established and written with the advice of legal counsel. See Exhibit C
for a sample loan agreement.

Processing Notes Receivable
1. At the time the note is received, it is entered into SAP as a notes receivable.
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2.

All notes and originals of loan agreements will be kept in a safe; however, a copy of the loan agreement should be in the case
file to follow up for compliance with covenants and payments of principal and interest.

3.

It shall be the responsibility of the Manager to see that the provisions on all notes are being observed.
Guarantees, Security Interests in Assets, and Letters of Credit

When an account cannot support adequate open account credit based on its own financial strength, it may be necessary to obtain some
form of security to support the risk.
The security can take many forms but will fall into two categories:


Ongoing security, which could include:
1 & 2Personal or corporate guarantees.
3 & 4Standby, irrevocable letter of credit.
5A perfected security interest in specific assets of a business or assets of persons affiliated with the customer but outside
the business.



Specific contracts or individual shipments of material, including:
1An irrevocable bank letter of credit.
2A guarantee of the general contractor or owner.


A.

Other Arrangements
Ongoing Security
1.

Personal Guarantee
When a customer cannot support adequate open account credit and it is indicated that one or more of the principals of the
business have significant personal assets, a personal guarantee should be considered.
a.

In order to determine the value such a guarantee may have, financial information should be obtained from a guarantor
before agreeing to extend credit based upon the guarantee.

b.

Usually it is desirable to have more than one guarantor and this could be a spouse of the guarantor or other interested
parties.

c.

It should be recognized that the guarantee itself does not provide a justification for open account credit, but lends a
moral commitment that the obligations of the customer will be paid. In our experience, unless there is a real
willingness to pay, it is very difficult to collect without legal action.

An example of a personal guarantee is shown in Exhibit D.
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2.

Corporate Guarantee
Usually a corporate guarantee is used when the customer cannot justify the necessary credit on its own but is part of a group
of two or more interrelated companies which, when taken as a whole, would support the credit.

3.

a.

Again, as in a personal guarantee, financial information on the guarantor should be requested and reviewed to
determine if it will be sufficient to back up the credit before a commitment is made.

b.

A copy of a corporate resolution authorizing the guarantee or a signed statement that those signing the guarantee are
authorized to do should be obtained.
See exhibit D-1 for an example of a cross corporate guarantee.

Domestic Irrevocable Bank Letters of Credit
a.

A bank letter of credit is nothing more than a bank assuming responsibility for payment of a customers obligations to
Armstrong. The banks own creditworthiness is substituted for the customers creditworthiness.

b.

In a letter of credit transaction, the bank guarantees payment upon presentation of drafts drawn on the bank in
accordance with the terms and conditions of the letter of credit. All terms and conditions of the letter of credit must be
complied with precisely; if not, non-compliance nullifies the banks obligations under the letter of credit.

c.

Upon receipt of the letter of credit, Armstrong would credit approve the order for shipment, have the invoices come to
CFS for preparation of the drafts which would then be mailed to the bank, along with the original letter of credit (a
copy being retained in the files), including all necessary documents, and forwarded under a covering letter to the bank
requesting that payment be sent by return mail to the appropriate location. If cash discount is involved under the terms
of the sale, the discount should be deducted from the face of the invoices, the drafts should be prepared net of
appropriate cash discount allowances, and the draft should be forwarded to the bank to reach the bank on or before the
discount maturity date. Examples of drafts are shown in Exhibit E.

d.

If partial shipments over a period of time are involved, the letter of credit should contain the stipulation that partial
shipments are permitted. Following presentation and payment of drafts for partial shipments, the bank should then
return the letter of credit to the supplier for preparation and forwarding the future drafts covering the remainder of the
transaction. If numerous drawings for partial shipments will be made, it is acceptable to ask the bank to hold the
original letter of credit in their possession for draft presentation from time to time. The drafts must be forwarded to the
bank to arrive before the letter of credit expiration date.

e.

In most letter of credit arrangements, the bank will charge an administrative fee for issuing and amending a letter of
credit to cover their costs involved in the arrangement. This fee is normally paid by the customer to the issuing bank,
although it may be paid by the beneficiary. Any financing fee should be paid by the customer.

An example of a Regular Letter of Credit is shown in Exhibit F.
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4.

Standby Letter of Credit
a.

This type of letter of credit offers the customer the opportunity to receive invoices in the normal manner, make
payment within discount terms, negating the necessity of ever having to draw a draft on the bank. If invoices are not
discounted or paid on net terms under the agreement, the supplier may then draw a draft on the bank following the
expiration of discount terms and prior to the time invoices mature on net terms for payment directly by the bank upon
net maturity.

b.

A standby letter of credit generally covers ongoing transactions, a typical length being that the credit would be
available for one year for the full amount of the letter of credit.

An example of a Standby Letter of Credit is shown in Exhibit G.
5.

Pledge of Assets to Armstrong
a.

Taking a security interest in specific assets requires actions to assure compliance with the provisions of Article 9 of the
Uniform Commercial Code to confirm a valid call on the assets pledged.

b.

When considering security in assets, research should be conducted to determine if prior filings exist against the
pledged assets.

c.

Because state requirements vary, the CFS Manager is responsible for being aware of the requirements as outlined in
The Credit Manual of Commercial Laws. If the requirements are not clear, they should be reviewed with the Legal
Department.

d.

The Manager should refer the matter to the Legal Department for preparation of the documentation (Security
Agreement and UCC1 filing) or others as directed by the Legal Department.

e.

CFS is responsible for obtaining the customers signature on the security agreement and the UCC1 and, in
conjunction with Legal, to take the necessary steps for proper filing which meets the indicated requirements.

f.

A security agreement and UCC1 filing are shown in Exhibits H and I.

g.

At times, an exclusive security interest may not be available, but it may be possible to share priorities in a security
interest in assets with a commercial lender. These are called inter-creditor agreements which clearly outline the order
of priority between the parties, should it be necessary to liquidate the collateral. Example is shown in Exhibit J.

B. Specific Transaction Security
1.

Irrevocable Bank Letter of Credit
See previous discussion.

2.

Guarantee from a General Contractor Owner
A subcontractor customer may be unable to qualify for the level of credit necessary to purchase materials to complete
contracts. If this is the case and the subcontractor has a contract with a credit worthy general contractor, the general
contractor may guarantee payment to Armstrong for
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materials shipped to specific jobs. This, in effect, adds the strength of the general contractor to the subcontractors
creditworthiness and would allow for the sale of material on credit. This is a stronger form of security than joint check
arrangements since the general contractor guarantees payment of material whether or not the contract is performed or
completed. A guarantee should always be used where there is a high risk that the subcontractor may not be able to complete
the contract. A copy of the standard general contractor guarantee is shown in Exhibit K.
C.

Other Arrangements
1.

Agreement to Make Payment by Joint Check
This is not listed as security simply because it does not mean or add any security to the transaction. The subcontractor can
make an arrangement with the person paying him (usually the general contractor) to make a check for the amount of
materials payable jointly to the subcontractor and Armstrong. The subcontractor would endorse the check and then turn it
over to Armstrong for deposit. While this does not represent hard security, several factors give Armstrong some advantages:

a. A request by the subcontractor for a joint check payment basis from the general contractor alerts the general
contractor that there is some concern on Armstrongs part that the subcontractor may not pay Armstrong for the material. Because
of this, the general contractor, in order to protect himself from subsequent lien and bond claims, will usually be careful to see that
the check is made out jointly. Using this arrangement also has the advantage of permitting Armstrong to go directly to the general
contractor if a check is not received to determine when it could be anticipated.
An example of a joint check letter is found in Exhibit L.
Legal/Loss ProtectionContracting
As a supplier to a subcontractor, Armstrong may be accorded one or more forms of legal protection by virtue of both state and federal
laws.
A. Liens  A lien is a right to control or enforce a charge against the property of another until a claim is satisfied. A mechanics lien
is a special statutory lien on buildings and other improvements to secure payment to suppliers of material, labor, and other items
used for that building or improvement.
The mechanics lien laws in different states vary considerably in the following major areas:
1. For whom lien protection is available.
2. The extent of that protection.
3. The method and time limit (including those on which special notice is required in advance of shipment) necessary to obtain
protection.
For this reason, when involved in administering contract credit, the manager should be familiar with the NCS Construction
Services Group publication The National Lien Digest or a similar resource. The information provides specific information by
state on additional protection afforded suppliers to contractors (materialmans liens and bond claims). The manager should seek
further interpretation from our Legal Department or local lawyer should questions arise regarding what actions are necessary.
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In those states where a pre-notice is required in advance of shipment and it is determined that it is necessary to do so, filing of such
notice could have a major impact on the subcontractors standing with the general contractor and thus the subcontractor should be
advised that we are going to take such action.
B.

Release or Waiver of Lien  Because of the threat of action under the lien laws, the general contractor in many cases will request
the subcontractor to provide a release of lien from his suppliers prior to paying the subcontractor for the work performed. On large
contracts, it is quite common to receive requests for partial waiver of liens while the job is in progress. In both cases, we should
carefully check that the material invoices have been paid; and in a partial release of lien, we should be very careful that the release
applies to shipments only prior to the date of the oldest invoice open. Examples of both a release of lien and a partial release of
lien are shown in Exhibits M and N.
Lien Waivers may be signed according to the following authorizations:
ABP/AFP/ACP Business Unit CFOsUnlimited
General Manager, CFS (R. Miller specifically)Unlimited
Manager, CFS (Joan Caulfeild-James specifically)up to $150,000
Assistant Manager, CFS (Victoria Harsh specifically)up to $100,000
ACP Director of Credit (Melissa Hill)  up to $100,000
ACP Regional Credit Mgrup to $50,000:
William M Thelen
Kalli D. Vanderbilt
Merilyn Robbins
Carol J. Pearson
AFP/Patriot Credit Mgrup to $25,000
Stephen P. Milliken
Virginia M. Schiessl

C.

Payment Bonds  The federal government and most state governments require that contractors provide payment bonds on at least
some types of public construction. On bonded work, if the general contractor does not make payment to the subcontractor, or if a
material supplier to a subcontractor does not receive payment, they can look to a third party, the surety, for their money. As with
lien protection, requirements may vary and they should be established before they are needed if the situation is high risk. The
Credit Manual of Commercial Laws is a good reference for state and federal bond requirements. If there is any question, the
manager should request a copy of the bond for review by our Legal Department or, on their advice, by a local attorney.
If, after complying with the preliminary requirements, suit must be brought under the bond, there are also time and procedure
requirements for this. Bonds are being required by owners of many private jobs today. Some of these bonds might follow the
statutory provisions in the state, while others may not. If there is any question, it would be good to obtain a copy of the bond and
have our Legal Department review it.
Suspense Accounts

A suspense account is any account which has been placed for collection, gone bankrupt, entered Receivership, entered negotiation with
an informal creditors committee, or has otherwise been placed in a position where it has been determined that regular collection
activities will no longer produce results.
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The responsibility for the control of suspense accounts will rest with CFS managers and assistant managers for each of the business
units.
A.

Accounts placed with collection agencies or directly with an outside attorney:
1.

The CFS Manager or Assistant Manager recommends the action that should be taken and approves the assignment of a
collection agency. Most accounts will normally be placed for collection with agencies under a free demand service.
Ordinarily, the debtor is given ten days notice and, if payment is received in that time, there will be no collection fees.

2.

If a decision has been made by a CFS manager that an outside attorney be appointed, instead of an agency, the case will be
discussed with our Legal Department, and they should assist CFS in assigning the appropriate outside attorney and negotiate
fees for services to be performed. In those cases where we are utilizing an outside attorney, the case becomes the
responsibility of the CFS manager or assistant manager, who will be responsible for the appropriate follow-up with the Legal
Department and the outside attorney on the progress of the case.
In those cases where there is a strong probability that the case will go to trial and involve the expense of providing witnesses,
or if the possibility of a countersuit exists, the case should be reviewed with the appropriate Sales Manager before
authorizing suit.

3.

B.

Accounts which have entered into bankruptcy proceedings:
1.

2.

C.

When confirmation has been received that an account has entered bankruptcy proceedings, the CFS manager or assistant
manager should review the case and determine:
a.

Should a reclamation petition be filed?

b.

The possibility of a preference action being filed against Armstrong.

c.

The advisability of Armstrongs participating in the activities of a formal creditors committee.

d.

In the case of Bankrupt Common Carriers, see E.

As soon as adequate information if available on the bankruptcy corporation, the manager or assistant manager, should
determine the desirability and/or probability of supplying goods, usually on a cash-in advance, good-funds basis, and prepare
a recommendation for Marketings consideration. In some cases, it may be reasonable to provide goods on open account
credit with the major test being whether or not there are sufficient funds available to pay administrative claims in full.

Processing and control of suspense cases:
1.

D.

CFS has the responsibility of notifying the sales representatives that third party action has been initiated. Further, they should
be advised that, if they are contacted by a suspense account, they should indicate that it is out of their hands and the account
should respond to either the agency or the attorney. At the same time, the sales representative should notify CFS of the
contact.

Follow-up will then be the responsibility of the CFS manager or assistant manager. It is their responsibility to make sure
Proofs of Claim are filed prior to bankruptcy bar date deadlines.

Payments received on active suspense accounts:
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1.

If a check is received within the 10-day free demand period, no fee is charged.
Therefore, when a check is received directly from an account placed for collection, it should be immediately turned over to
the CFS manager or assistant manager,
who will notify the agency of payment.

E.

2.

If a payment is made directly but not until after the free demand period has expired, the agency will bill for its services after
it is advised of collection. The payment should be referred to the CFS manager or assistant manager, who will report the
payment to the agency. The case should be kept active until a bill is received and verified.

3.

The following steps should be taken with various payments received:
a.

If the payment in full reflects a deduction for collection expense, an appropriate accounting entries should be made,
crediting accounts receivable, debiting cash, and debiting collection expense.

b.

Partial payment  same as number one. If indicated as a final payment, review with the CFS manager for authorization
to write off the balance to worthless trade. Prepare accounting entries to credit accounts receivable and debit worthless
trade accounts and the appropriate collection expense.

c.

Partial write-downs  after approval by the CFS manager, prepare an accounting entry to credit accounts receivable
and debit worthless trade. The account will not be closed until the final payment is received.

d.

Final payment or write-offsame as number three. Account should be closed.

e.

Payments received on accounts already written off to worthless trade  prepare an accounting entry debiting cash and
crediting recovery to worthless trade.

f.

Accounting entry distribution and retentionafter completing the accounting entries for write-off to worthless trade,
distribute copies to the business unit manager, finance manager, and a copy should be filed in the account file.

g.

The account file should be stored with all other business unit Worthless Trade Account write-offs and retained until
Tax Department releases the specific year of write-off as no longer needed and required for IRS audits.

Claims Due From Bankrupt Carriers:
1. Upon notification of a bankruptcy, a review should be made by Transportation of all claims filed against the carrier.
If there are claims which have not yet been filed on shipments which originated prior to the date of the bankruptcy,
these claims should be filed immediately. Transportation will then file the proof of claim, maintain all the bankruptcy
documentation, and advise CFS when to write off any uncollected balances to bad debt expense.
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Reserve for Worthless Trade Accounts
It is Company policy to provide for a reserve for worthless trade accounts when in the opinion of CFS, a potential full or partial loss can
be identified. Also, a reserve may be created when a decision is made in conjunction with Marketing to continue to sell an account with
a high risk of potential loss and when that potential loss will reach or exceed low six figures ($100,000).
A.

The reserve accounts fall into two categories:
1.

General Reserves:
A.

2.

Specific Reserves:
A.

3.

A general reserve provision is determined by previous bad debt experience, factoring in economic and customer risk,
and applied against the business moving forward (i.e. % of sales, % of a/r, actual customer risk $s). The general
reserve is calculated after deducting for the specific reserve.

A specific reserve is established when an outstanding receivable exists and the customers payments have ceased due
to insolvency or legal dispute. The reserve is determined by evaluating the collectability of the individual debtors
outstanding receivable. The specific reserve is should be established using managements best discretion and modified
as more information on the financial condition of the debtor or outcome becomes available.

CFS management is to calculate the Bad Debt Reserve estimate each month. The actual Worthless Accounts Reserves
(account 21217) are to remain within $50,000 of the CFS Bad Debt Reserve recommendation.

B.

CFS will provide recommended reserve requirements to the Operations Controllers quarterly (at a minimum) in order to more
accurately reflect the current cost of selling high-risk accounts. The report is submitted on the Losses & Reserve Changes form
(Exhibit O) and represents activity year to date and a recommended reserve level for year-end.

C.

CFS also provides an estimate of worthless trade activity for annual budgeting purposes. Projecting required reserves (to cover
recognized risks) out to the end of the budget year is difficult at best because of the changes occurring in the accounts, the
economy, etc. For this reason, we adopted the quarterly program (B above) to update required reserves to more accurately reflect
the cost of selling high-risk accounts. Therefore, it should be kept in mind that the reserve amount actually required by year end of
the budget year may differ significantly from the estimate supplied for budget purposes.
Charges to Worthless Trade

A.

Write-Off Justification
Under the specific charge-off method of deducting bad debts, the sole tests are worthlessness during the taxable year, and the fact
that such debts are actually business bad debts either at the time they arose or at the time worthlessness occurs.
Whether a debt actually has become worthless in whole or in part is a question of fact. The deduction must be taken in the taxable
year in which a debt becomes wholly worthless, not in a later year.
If a business debt does not become wholly worthless but is uncollectible in part, the law allows a partial deduction. It does not
have to be taken in the year in which the debt becomes partially worthless but can be taken in a later year.
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In either event, the taxpayer carries the burden of proof; he must establish to the satisfaction of the Revenue Service (or the
court if the case goes to litigation) that each claimed bad debt is worthless, that it became worthless during the taxable year, and
that it is a business bad debt. Among the many decisions involving the worthlessness of debts, these conditions have been held to
establish a bad debt deduction:
1.

Bankruptcy of debtor.

2.

Collateral worthless.

3.

Debtor out of business.

4.

Debtor without assets.

5.

Disappearance of debtor.

6.

Insolvency of debtor.

7.

Ill health of debtor.

8.

Receivership of debtor.

In most cases, however, these conditions are not, alone, sufficient to establish a bad debt deduction. Thus, even though the debtor
is bankrupt, the deduction will be disallowed if it is evident that some dividend may be paid to creditors, but a deduction for partial
worthlessness may be in order.
It is not required that a suit at law be brought on an account which is already worthless in order to obtain a tax deduction. If it
appears that the costs of collection would exceed the debt, or that a judgment would not be satisfied, it is not necessary to waste
further time and money. The basis for this decision should be carefully documented.
B.

Documentation
In building up a record to establish a bad debt deduction, all records or evidence establishing the validity and character of the debt
should be maintained. This would include a print-out of open items, as well as invoices and notes. It will not be necessary to keep
the invoices in the case so long as they can be obtained through microfiche or SAP.
The file should also disclose the collection record. Copies of correspondence with the debtor, notations of phone calls or
interviews, financial statements of the debtor, and other data showing efforts to collect and why the debtor doesnt pay should be
carefully prepared and preserved.
If the account is turned over to an attorney or collection agency, and should it appear to be a bad debt situation, prior to the end of
the taxable year, the attorney or agency should be asked for a written opinion as to whether the particular account in his possession
has become worthless.
If the charge-off results from a series of involved transactions, a brief outline should be prepared summarizing the situations
leading to the write-off so that it can be understandable three or four years later when the Internal Revenue Service may wish to
review it.
In the case of bankruptcies or liquidation proceedings, an effort should be made at that time to obtain a copy of the debtors
financial statement or the schedule of assets and liabilities prepared by the debtor or trustee and filed with the proceedings. This
might serve to establish partial worthlessness.
When charging off a bad debt which includes state sales tax, consult the Tax Department to see if the sales tax can be recovered by
charging it back to the particular state. This is permissible in some states.
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C.

Procedures
The Manager will evaluate the worth of a questionable account any time it appears a charge-off might be in order. Charge-offs will
be made based on a judgment of value as outlined in Section A.
As mentioned earlier, documentation of the basis for the decision should be as complete as possible, but lack of documentation
will not preclude taking a write-off.
If there is doubt concerning the documentation supporting the write-off, the CFS manager will review with the tax department and
obtain their authorization to write off.

Write-offs which are not used in the computation of the Bad Debt Reserve for tax purposes may be used in a subsequent year
when adequate documentation of worthlessness is ascertained.
Accounting for Worthless Accounts Receivable
(See exhibit P)
Remittance Processing Guidelines
The Customer Financial Services Department is responsible for limited approval or disapproval of deductions or discrepancies on
the customers check.
In performing that function, a degree of responsibility has been delegated to the remittance processor; and the policy guidelines
under which they perform their responsibilities are outlined below:
Cash Discount

All cash discount discrepancies 10% of the invoices being paid for a total of not more than
$50 may be adjusted to cash discount by the remittance processor.
Cash discount deductions are acceptable if a check is received at the lockbox not more than
10 days (5 days for distributors and zero days for floor distributors) after discount maturity
unless the 10th (or 5th) day falls on a legal holiday or weekend, in which case, discount will
be allowed if the check is received on the 1st working day thereafter.

Arithmetic Errors

May be adjusted in cash discount provided that such adjustments do not exceed 10% of the
invoices being paid for a total of not more than $50.

Other Discrepancies

The remittance processor has been authorized by sales policy to adjust without verification
all of the discrepancies provided that such adjustments do not exceed 10% of the invoices
being paid for a total of not more than $100 for commercial distributors and contractors and
$15 for retail and sundries customers.
Such adjustments are made to the appropriate codes. Two or more checks received in a
lockbox on the same date shall be considered one remittance.
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Differences Not Provided For

Any discrepancies that exceed the limits outlined above will normally be generated on a
Write-up Form and referred to CFS for handling.
Adjustment of Cash Discount Involving Net Credits

1.

When a customer pays an invoice on a net basis and we later issue a credit, the credit would automatically be issued less cash
discount in accordance with company policy. It is then necessary to reinstate the discount on the credit so that the customer would
be reimbursed in full.

2.

Similarly, when a credit is issued to cancel a complete, unpaid invoice, discount must be manually added back to the credit memo.

3.

Finally, when a credit is issued against a deduction, the discount taken off the credit must be properly adjusted in accordance with
how the original payment was handled.
Retention of Records

A.

General Principles
As a general rule, retention of records in CFS follows the guidelines established by Corporate.
1. Records must be retained long enough to meet legal, tax law, and accounting requirements.
2. Records should be retained as long as needed for the efficient operation of the Company but not past the time when the worth
of the record can no longer justify the expense of storing and maintaining it.
In addition, because of the importance of continuity in understanding the relationship with our customers, specific policies are
established for retention of information in the CFS Credit Files.

B.

Credit File Retention of Records Guidelines
The Credit File should contain all information which is necessary when establishing/maintaining a line of credit for a customer.
Because of space limitations and filing time requirements, every effort must be made to retain only those items of information that
are necessary.
1.

The following retention schedule should be followed for active customers credit files, unless there is an over-riding reason
to retain additional material. An active customer is defined as an account on which there has been some activity within the
last three years.
a.

Dun & Bradstreet Reports  Retain the initial base report and the current report.

b.

Financial Information  one year and current. This includes either financial statements or three years of financial data
on D&B reports.

c.

Trade Clearances from Industry Credit Groups  one year.
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d.

Worthless Trade Documentation  As advised by the Tax Department, this material may be discarded following
completion of the IRS audit of the year the account was written off.

e.

Special Data  This should be limited to spread sheets and case file memos or correspondence which contains data
significant to the clear understanding of the account relationship. In this latter area, the manager will be expected to
control the amount of information its necessary to retain.

2.

All CFS staff members should make an effort to purge the files in accordance with the guidelines. On any question whether
to retain information not on the retention schedule, the file shall be referred to the Manager for a decision.

3.

With the implementation of our Comprehensive Credit Expert System (CCEx), certain information (e.g. financial statements)
may be stored cost effectively for much longer periods of time. The information is entered and stored electronically in a data
file residing on a personal computer. Provided the accumulated information does not materially affect the speed with which
tasks may be run on the data file, aging information need not be discarded.
Confidentiality of Information

Due to the nature of its activities, CFS acquires and stores certain types of sensitive information on Armstrongs customers. All CFS
staff members must acknowledge their important stewardship of such information and appreciate the trust customers place in CFS to
keep this information confidential. It is only through such trust that our customers continue providing the information vital to our credit
management efforts.
Two types of information warrant specific mention:
A.

Financial Information
The details of our customers financial statements are not to leave the confines of Finance, or CFS if communicated. Discussion of
a customers financial position or performance with sales management is acceptable provided it is descriptive and does not include
specifics.

B.

Credit Reference Information
Reference information obtained from other suppliers must be used only for credit purposes and is not to be divulged to sales or
sales management.
Financial Surveys

CFS uses E Credit nFusion software to assist in the financial analysis of our customers and to compile financial information provided by
our customers into an industry average. These results are then distributed to our customers that provided us with financials.
The system assists in the following:
Calculates key ratios
Provides trend data from year to year in a systematic manner.
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Provides us with a tool to obtain a verbal and graphic financial analysis of each customer that shares their financial statements.
Compiles the information into an industry average that CFS and our customers can use for benchmarking purposes.
Setting up New Customers
When setting up a new customer, the following information is solicited and all information retained is reviewed to determine credit
lines:
A completed credit application.
A financial statement including a balance sheet and income statement (dependent on amount of credit to be extended).
A tax exempt certificate if applicable.
Responses from Credit references.
Customer or Armstrong Contracts and Agreements
Some privately held customers simply refuse to provide financials. The requirement for financial statements may be waived if we have
limited credit exposure.
Once an account is thoroughly investigated and credit approved, CFS works with COS to create a customer master. CFS is responsible
for creating the Credit Management in SAP.
Direct Bill Accounts
We are sometimes asked to sell to the end user for tax exempt purposes. If that request is made, the following requirements apply:
1.

The order should have a minimum value of $10,000 due to the administrative effort involved.

2.

A letter must be provided outlining both the reason for the request as well as a statement asking Armstrong to sell directly to the
third party. Also include the billing address for mailing of the original invoices.

3.

The full legal name and address of the third party must be provided as well as a copy of their tax exempt certificate if the job is to
be billed tax-exempt.

4.

A purchase order from the third party itemizing each item and amount to be ordered by the third party. Only the items listed on that
purchase order can be approved for shipment. In the event that additional materials are required, an additional purchase order will
be needed to credit approve the order. This purchase order must then be initialed or signed by the Armstrong sales representative
so that we are certain that the prices were agreed upon by all parties.

5.

A cross corporate guarantee will need to be signed on behalf of the third party. The guarantee form will be provided by Customer
Financial Services and states that our regular customer accepts
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ultimate responsibility for the payment of materials shipped to the third party. CFS will not make a credit search on this third
party. If the third party is a government agency, this cross corporate guarantee is not necessary.
6.

All orders are to be placed under the third partys name.
End of Document
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SCHEDULE II
LOCK-BOX BANKS AND LOCK-BOX ACCOUNTS
Lock-Box Banks and Lock-Box Accounts
Bank of America
ABA: 026009593
For Account #: 375-2163726
Account Name: Armstrong Receivables Company LLC
Bank of America
ABA: N/A
For Account #: 12353-01382
Account Name: Armstrong Receivables Company LLC
Collection Account Banks and Collection Accounts
JPMorgan Chase Bank, N.A.
ABA: 021000021
For Account #: 958164840
Account Name: Armstrong Receivables Company LLC
For payments to the Conduit Purchaser
The Bank of Nova Scotia - New York Agency
ABA#: 026002532
Account: Liberty Street Funding LLC
Acct#: 2158-13
For payments to the Administrative Agent, the Related Committed Purchaser and the LC Bank
The Bank of Nova Scotia - New York Agency
ABA#: 026002532
Account: Armstrong Receivables Company LLC (for purpose of cash collateral for LC Issuance)
Acct#: 03400-14
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For payments to the Seller
JPMorgan Chase Bank, N.A.
ABA: 021000021
For Account #: 958164840
Account Name: Armstrong Receivables Company LLC
For payments to the Servicer
JPMorgan Chase Bank, N.A.
ABA: 021000021
For Account #: 9102764736
Account Name: Armstrong World Industries, Inc.
Schedule II-2
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SCHEDULE III
TRADE NAMES
None.
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SCHEDULE IV
ACTIONS AND PROCEEDINGS
None.
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Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

SCHEDULE V
SPECIAL CONCENTRATION LIMITS
Special Concentration
Obligor

Limit

Lowes Corporation

If Lowes Corporation has (x) a short-term rating of at least (a) A-1 by Standard & Poors and
(b) P-1 by Moodys, and (y) a long-term rating of at least (a) A by Standard & Poors and (b)
A1 by Moodys, 25% of Eligible Receivables

The Home Depot, Inc.

If The Home Depot, Inc. has (x) a short-term rating of at least (a) A-2 by Standard & Poors and
(b) P-2 by Moodys, and (y) a long-term rating of at least (a) BBB+ by Standard & Poors
and (b) Baa1 by Moodys, 13.5% of Eligible Receivables
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SCHEDULE VI
COMMITMENTS
Capacity

Conduit Purchaser
Related Committed Purchaser

Name

Liberty Street Funding LLC
The Bank of Nova Scotia
Schedule VI
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Commitment

N/A
$100,000,000

SCHEDULE VII
ACCOUNT INFORMATION
As set forth in the side letter agreement, dated as of December 10, 2010, between the Servicer the Administrative Agent (as such side
letter agreement be amended from time to time with the consent of the Administrative Agent).
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ANNEX A
to Receivables Purchase Agreement
FORM OF SERVICER REPORT

1. Please fill in the orange shaded cells in the following worksheets:
a. Data: columns C to G / J to N / T to W / AA to AC.
b. Concentration: columns D to G / J to M / P to S / V to Y / AB to AE / AH to AK / AN to AQ / AT to AW / AZ to BC / BF
to BI
c. Concentration by invoice term: columns B to G
c. Accrual Reserves: columns C to E / G to I / K to M / O to Q / S to U
d. LC: columns C to F / H to I / K to N / P to Q / S to V / X to Y / AA to AD / AF to AG / AI to AL / AN to AO / AQ to AT /
AV to AW / AY to BB / BD to BE / BG to BJ / BL to BM / BO to BR / BT to BU / BW to BZ / CB to CC
2. All yellow shaded cells are locked with set formulas and shouldnt be modified.
3. Once all orange shaded cells are filled in persuant to step 1 here detailed, go on the Summary worksheet and input date in orange
shaded cell to update Summary page. Please sign Summary page and email / fax signed copy as part of the monthly reporting package.
Do not plug figures in those cells
To be filled on a monthly basis
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*
Month:

*

Beginning Balance:
Invoices Net of Rebills:
AR Cash Collections:
Credits:
Debits:
Misc Adj:

please only enter Calendar end of month date in cell B1
and the table will automatically update to present
snapshot of such month
NRPB:
Combined Reserve:
Servicing Fee Reserve:
Yield Reserve:
Direct-Pay LC Reserve:

Ending Balance:
Schedule A-2
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Borrowing Capacity:
Current:
1-30 DPD:
31-60 DPD:
61-90 DPD:
91+ Days Past Due:

Facility Amount:
Capital + LC Participation Amount:
Availability:

Total Aging:

Borrowing Base Test:

Total Ineligibles:

Termination Triggers:

Eligible Balance:

1M Delinquency (< 1.50%)
3M Delinquency (< 1.25%)
1M Default (< 1.50%)

COMPLIANT
COMPLIANT
COMPLIANT

Excess Concentration:

3M Default (< 1.25%)

COMPLIANT

Annex A-3
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1M Dilution (< 7.50%)

COMPLIANT

Accrual Reserve:

3M Dilution (< 7.00%)

COMPLIANT

NRPB:

DSO (< 45 days)

COMPLIANT

TOP 10 Largest Obligors:

Balance:

LCs:
Annex A-4
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Direct-Pay:

Amount Issued:

The undersigned hereby represents and warrants that the foregoing and attachments represent a true and accurate accounting with
respect to outstandings as of the date show above and is in accordance with the Receivables Purchase Agreement dated as of
December 10, 2010, as amended from time to time, and that all representations and warranties are restated and reaffirmed.
IN WITNESS WHEREOF, the undersigned has duly completed this report as of
Date: [ ]/[ ]/20_
Armstrong World Industries as Servicer
By:
Name: Mark A. Telymonde
Title: Director of Treasury & Risk Management
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ANNEX B
to Receivables Purchase Agreement
FORM OF PURCHASE NOTICE
, [201

]

The Bank of Nova Scotia,
as Administrative Agent
40 King Street West, 63rd Floor
Toronto, ON
Canada M5H1H1
Attention: Paula Czach
The Bank of Nova Scotia
One Liberty Plaza, 26th Floor
New York, NY 10006
Attention: Darren Ward
Facsimile No.: (212) 225-5274
Ladies and Gentlemen:
Reference is hereby made to the Receivables Purchase Agreement, dated as of December 10, 2010 (as heretofore amended,
restated, supplemented or otherwise modified, the Receivables Purchase Agreement), among Armstrong Receivables Company LLC,
as Seller (Seller), Armstrong World Industries, Inc., as Servicer, Liberty Street Funding LLC, as Conduit Purchaser, and The Bank
of Nova Scotia, as Administrative Agent (in such capacity, the Administrative Agent), Related Committed Purchaser and LC Bank
(in such capacity, the LC Bank). Capitalized terms used in this Purchase Notice and not otherwise defined herein shall have the
meanings assigned thereto in the Receivables Purchase Agreement.
[This letter constitutes a Purchase Notice pursuant to Section 1.2(a) of the Receivables Purchase Agreement. Seller desires to sell
1.
an undivided percentage interest in a pool of receivables on
, [201
], for a purchase price of $
Subsequent to this Purchase, the Aggregate Capital will be $
.]2
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[This letter constitutes a notice pursuant to Section 1.2(a) of the Receivables Purchase Agreement. Seller desires that LC Bank
issue a Letter of Credit on behalf of the Seller and for the account of [ ], with a face amount of $
. Subsequent to this purchase,
the LC Participation Amount will be $
and the Aggregate Capital will be $
.]3
Seller hereby represents and warrants as of the date hereof, and as of the date of such Purchase, as follows:
(i) no event has occurred and is continuing, or would result from such Purchase, that constitutes a Termination Event or an
Incipient Termination Event;
(ii) the representations and warranties contained in Exhibit III of the Receivables Purchase Agreement are true and correct in
all material respects on and as of the date of such Purchase as though made on and as of such date, and shall be deemed to have
been made on such date, except for representations and warranties which apply as to an earlier date, in which case such
representations and warranties shall be true and correct as of such earlier date;
(iii) the Seller, each Originator, the Performance Guarantor and the Servicer have complied in all material respects with the
covenants set forth in Exhibit IV to the Receivables Purchase Agreement;
(iv) the sum of the Aggregate Capital plus the LC Participation Amount, after giving effect to the Purchase requested hereby,
shall not be greater than the Purchase Limit, and the Purchasers Interest, taking into account any amounts set aside pursuant to
the first proviso to Section 1.4(b)(ii), shall not exceed 100%; and
(v) the Facility Termination Date shall not have occurred.
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
1

2
3

Such amount, which shall not be less than $1,000,000 (or such lesser amount as agreed to by the Administrative Agent on behalf
of the Conduit Purchaser) and shall be in integral multiples of $100,000.
In the case of a Borrowing Request.
In the case of a request for an issuance of a Letter of Credit.
Annex B-2
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IN WITNESS WHEREOF, the undersigned has caused this Purchase Notice to be executed by its duly authorized officer as of the
date first above written.
ARMSTRONG RECEIVABLES COMPANY LLC
By:
Name:
Title:
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ANNEX C
to Receivables Purchase Agreement
FORM OF ASSUMPTION AGREEMENT
Dated as of [

, 201

]

THIS ASSUMPTION AGREEMENT (this AGREEMENT), dated as of [
,
], is among Armstrong
Receivables Company LLC (the Seller), Liberty Street Funding LLC, as Conduit Purchaser (the Conduit Purchaser), The Bank of
Nova Scotia, as LC Bank, and [
], as Related Committed Purchaser (the Related Committed Purchaser).
BACKGROUND
The Seller and various others are parties to that certain Receivables Purchase Agreement dated as of December 10, 2010 (as
amended, restated, supplemented or otherwise modified through the date hereof, the Receivables Purchase Agreement). Capitalized
terms used and not otherwise defined herein have the respective meaning assigned to such terms in the Receivables Purchase
Agreement.
NOW, THEREFORE, the parties hereto hereby agree as follows:
SECTION 1. This letter constitutes an Assumption Agreement pursuant to Section 1.2(e) of the Receivables Purchase Agreement.
The Seller desires the Related Committed Purchaser to [become a Related Committed Purchaser] [increase its existing Commitment]
under the Receivables Purchase Agreement and upon the terms and subject to the conditions set forth in the Receivables Purchase
Agreement, the Related Committed Purchaser agrees to [become a Related Committed Purchaser] [increase its existing Commitment] in
an amount equal to the amount set forth as the Commitment under the signature of such Related Committed Purchaser hereto.
Seller hereby represents and warrants to the Related Committed Purchaser as of the date hereof, as follows:
(i) the representations and warranties of the Seller contained in Exhibit III of the Receivables Purchase Agreement are true
and correct in all material respects on and as the date of such purchase or reinvestment as though made on and as of such date (except
for representations and warranties which apply as to an earlier date, in which case such representations and warranties shall be true and
correct as of such earlier date);
(ii) no event has occurred and is continuing, or would result from such purchase or reinvestment, that constitutes a
Termination Event or an Incipient Termination Event; and
(iii) the Facility Termination Date has not occurred.
Annex C-1
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SECTION 2. Upon execution and delivery of this Agreement by the Seller, satisfaction of the other conditions to assignment
specified in Section 1.2(e) of the Receivables Purchase Agreement (including the written consent of the Administrative Agent on behalf
of the Conduit Purchaser) and receipt by the Administrative Agent and Seller of counterparts of this Agreement (whether by facsimile
or otherwise) executed by each of the parties hereto, the Related Committed Purchaser shall [become a party to, and have the rights and
obligations of a Related Committed Purchaser under, the Receivables Purchase Agreement, with a Commitment equal] [the Related
Committed Purchaser shall increase its Commitment] to the amount set forth as the Commitment under its signature hereto.
SECTION 3. Each party hereto hereby covenants and agrees that it will not institute against, or join any other Person in instituting
against, any Conduit Purchaser, any bankruptcy, reorganization, arrangement, insolvency or liquidation proceeding, or other proceeding
under any federal or state bankruptcy or similar law, for one year and one day after the latest maturing Note issued by such Conduit
Purchaser is paid in full. The covenant contained in this paragraph shall survive any termination of the Receivables Purchase
Agreement.
SECTION 4. THIS AGREEMENT SHALL BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK (INCLUDING FOR SUCH PURPOSE SECTIONS 5-1401 AND 5-1402 OF
THE GENERAL OBLIGATIONS LAW OF THE STATE OF NEW YORK) EXCEPT TO THE EXTENT THAT THE VALIDITY OR
PERFECTION OF A SECURITY INTEREST OR REMEDIES HEREUNDER, IN RESPECT OF ANY PARTICULAR
COLLATERAL ARE GOVERNED BY THE LAWS OF A JURISDICTION OTHER THAN THE STATE OF NEW YORK. This
Agreement may not be amended, supplemented or waived except pursuant to a writing signed by the party to be charged. This
Agreement may be executed in counterparts, and by the different parties on different counterparts, each of which shall constitute an
original, but all together shall constitute one and the same agreement.
(continued on following page)
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement by their duly authorized officers as of the date first
above written.
Liberty Street Funding LLC,
as Conduit Purchaser
By:
Name:
Title:
Armstrong Receivables Company LLC, as Seller
By:
Name:
Title:
[

], as Related Committed Purchaser

By:
Name:
Title:
[Address]
Commitment: $[

]

Consented and Agreed:
The Bank of Nova Scotia, as LC Bank
By:
Name:
Title:
Annex C-3
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ANNEX D
to Receivables Purchase Agreement
FORM OF PAYDOWN NOTICE
, 201
The Bank of Nova Scotia,
as Administrative Agent
40 King Street West, 63rd Floor
Toronto, ON
Canada M5H1H1
Attention: Paula Czach
The Bank of Nova Scotia
One Liberty Plaza, 26th Floor
New York, NY 10006
Attention: Darren Ward
Facsimile No.: (212) 225-5274
Armstrong World Industries, Inc.
2500 Columbia Avenue
Lancaster, PA 17603
Attention: Mark A. Telymonde
Facsimile: (717) 396-6136
Ladies and Gentlemen:
Reference is hereby made to the Receivables Purchase Agreement, dated as of December 10, 2010 (as heretofore amended,
restated, supplemented or otherwise modified, the Receivables Purchase Agreement), among Armstrong Receivables Company LLC,
as Seller (Seller), Armstrong World Industries, Inc., as Servicer, Liberty Street Funding LLC,, as Conduit Purchaser, and The Bank of
Nova Scotia, as Administrative Agent (in such capacity, the Administrative Agent), Related Committed Purchaser and LC Bank (in
such capacity, the LC Bank). Capitalized terms used in this paydown notice and not otherwise defined herein shall have the meanings
assigned thereto in the Receivables Purchase Agreement.
This letter constitutes a Paydown Notice pursuant to Section 1.4(f)(i) of the Receivables Purchase Agreement. The Seller desires to
4 by the application of $
5 in cash to pay Aggregate Capital and
reduce the Aggregate Capital on
,

4
5

Notice must be given at least two (2) Business Days prior to the requested paydown date.
The amount of any such reduction shall be not less than $1,000,000 for each Purchaser and shall be an integral multiple of
$100,000.
Annex D-1
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Aggregate Discount to accrue (until such cash can be used to pay commercial paper notes) with respect to such Aggregate Capital,
together with all costs related to such reduction of Aggregate Capital. Subsequent to this paydown, the Aggregate Capital will be
$
.
Annex D-2
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IN WITNESS WHEREOF, the undersigned has caused this Paydown Notice to be executed by its duly authorized officer as of the
date first above written.
ARMSTRONG RECEIVABLES COMPANY LLC
By:
Name:
Title:
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ANNEX E
to Receivables Purchase Agreement
FORM OF TRANSFER SUPPLEMENT
Dated as of [
Section 1.
Commitment assigned:
Assignors remaining Commitment:
Capital allocable to Commitment assigned:
Assignors remaining Capital:
Discount (if any) allocable to Capital assigned:
Discount(if any) allocable to Assignors remaining Capital:
Section 2.
Effective Date of this Transfer Supplement: [

, 201__]

$
$
$
$
$
$

]

Upon execution and delivery of this Transfer Supplement by transferee and transferor and the satisfaction of the other conditions
to assignment specified in Section 6.3(c) of the Receivables Purchase Agreement (as defined below), from and after the effective date
specified above, the transferee shall become a party to, and have the rights and obligations of a Related Committed Purchaser under, the
Receivables Purchase Agreement, dated as of December 10, 2010 (as heretofore amended, restated, supplemented or otherwise
modified, the Receivables Purchase Agreement), among Armstrong Receivables Company LLC, as Seller (Seller), Armstrong
World Industries, Inc., as Servicer, Liberty Street Funding LLC,, as Conduit Purchaser, and The Bank of Nova Scotia, as Administrative
Agent (in such capacity, the Administrative Agent), Related Committed Purchaser and LC Bank (in such capacity, the LC Bank).
Annex E-1
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ASSIGNOR:
[
],
as a Related Committed Purchaser
By:
Name:
Title:
ASSIGNEE:
[
],
as a Purchasing Related Committed Purchaser
By:
Name:
Title:
[Address]
Accepted as of date first above written:
[Armstrong Receivables Company LLC, as Seller
By:
Name:
Title:]
The Bank of Nova Scotia, as Administrative Agent
By:
Name:
Title:
Annex E-2
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ANNEX F
to Receivables Purchase Agreement
FORM OF COMPLIANCE CERTIFICATE
The Bank of Nova Scotia,
as Administrative Agent
40 King Street West, 63rd Floor
Toronto, ON
Canada M5H1H1
Attention: Paula Czach
The Bank of Nova Scotia
One Liberty Plaza, 26th Floor
New York, NY 10006
Attention: Darren Ward
Facsimile No.: (212) 225-5274
[Each Purchaser]
This Compliance Certificate is furnished pursuant to that certain Receivables Purchase Agreement, dated as of December 10, 2010
(as heretofore amended, restated, supplemented or otherwise modified, the Receivables Purchase Agreement), among Armstrong
Receivables Company LLC, as Seller (Seller), Armstrong World Industries, Inc., as Servicer, Liberty Street Funding LLC,, as
Conduit Purchaser, and The Bank of Nova Scotia, as Administrative Agent (in such capacity, the Administrative Agent), Related
Committed Purchaser and LC Bank (in such capacity, the LC Bank). Capitalized terms used herein and not otherwise defined herein
shall have the meanings assigned thereto in the Agreement.
THE UNDERSIGNED HEREBY CERTIFIES THAT:
1. I am the duly elected ____________________ of ________.
2. I have reviewed the terms of the Agreement and I have made, or have caused to be made under my supervision, a detailed
review of the transactions and condition of Seller during the accounting period covered by the attached financial statements.
3. The examinations described in paragraph 2 did not disclose, and I have no knowledge of, the existence of any condition or
event which constitutes a Termination Event or an Incipient Termination Event, as each such term is defined under the Agreement,
during or at the end of the accounting period covered by the attached financial statements or as of the date of this Certificate, except as
set forth in paragraph 4 below.
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4. Described below are the exceptions, if any, to paragraph 3 by listing, in detail, the nature of the condition or event, the
period during which it has existed and the action which Seller has taken, is taking, or proposes to take with respect to each such
condition or event:
Annex F-2
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The foregoing certifications, together with the computations set forth in Schedule I hereto and the financial statements delivered with
this Certificate in support hereof, are made and delivered this _____ day of ____________________, 201___.

By:
Name:
Title: [

] of Armstrong World Industries, Inc.
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SCHEDULE I to Annex F
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ANNEX G
FORM OF APPLICATION AND AGREEMENT FOR
IRREVOCABLE STANDBY LETTER OF CREDIT

APPLICATION AND AGREEMENT FOR IRREVOCABLE
STANDBY LETTER OF CREDIT/LETTER OF GUARANTEE
Branch:
1. Please ¨ issue

Date:
¨ amend

¨ By airmail / Courier
Original to: ¨ Branch ¨ Applicant
¨ Beneficiary
¨ By Teletransmission
For our accounts the following:
¨ Irrevocable Standby Letter of Credit
Subject to: ¨ UCP ¨ ISP
(Place x in one box only)
¨ Irrevocable Letter of Guarantee
3. Beneficiary (In Favour Of)

Bank Reference Number
2. Applicant (for the account of or on behalf of)
Name:

Address:

If more than one Applicant, joint and several:
Name:
Address:

4. Amount in words (Specify Currency)
Page 2 of 2
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ANNEX G
5.

Expiry date of guarantee/L/C _________________
Expiry date of counterguarantee (if applicable) _____________________

6.

Details including purpose, documentation required and specific conditions, if any:

x Suggested Proforma attached duly signed bearing reference to this application.
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ANNEX G
For Bank Use Only

The Undersigned, (as Applicant) hereby requests The Bank
of Nova Scotia (the Bank) to issue or amend its
Irrevocable Standby Letter of Credit or Irrevocable Letter of
Guarantee substantially in compliance with

Debit drawings to DDA Account
Number: ________________ (CAD/USD)

specifications noted above. If the Bank authorizes the issuance
or amendment of its Irrevocable Standby Letter of Credit or
Irrevocable Letter of

Commission Rate __________________

Guarantee, its counter guarantee or supporting letter of credit,
the Undersigned agrees to be bound by the terms and conditions
set out on the attached hereof.

Customer Data Maintenance Form

Company Name (where applicable)

Supplied/Attached (delete one)
Company Contact to clarify instructions
Customer SLC/LG ID#
OLL INFORMATION

Telephone Number:

C.A.B. Transit # _________(if applicable)
Customer Signature
OLL/BLT Transit # ______________
OLL Account # _________________
OTHER LIABILITY LOAN NUMBERS
Customer Liability under SLC _________

If more than one Applicant, joint and several:

Currency __________________________
Company Name
Customer Liability under LG ___________
Currency ___________________________
Customer Signature
Authorized Signature Number
Authorized Signature Number
(IN CASE OF INCORPORATED COMPANIES AND OTHER
ORGANIZATIONS THIS FORM MUST BE SIGNED BY PROPERLY
AUTHORIZED OFFICIALS)

Page 2 of 2
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In consideration of your issuance of the Irrevocable Standby Letter of Credit requested herein (the Credit), Armstrong Receivables
Company LLC hereby irrevocably and unconditionally promises and agrees as follows:
1. This is one of the Letters of Credit referred to in the Receivables Purchase Agreement, dated as of December 10, 2010, as amended
on August 1, 2011 and December 21, 2011 (as it may be amended, modified or supplemented from time to time) (the Receivables
Purchase Agreement), among Armstrong Receivables Company LLC (the Applicant), as Seller, Armstrong World Industries, Inc., as
Servicer, Liberty Street Funding LLC, as Conduit Purchaser, and The Bank of Nova Scotia, as Administrative Agent, Related
Committed Purchaser and LC Bank, and is issued pursuant to and subject to the terms of the Receivables Purchase Agreement. The
Applicant shall pay to you all amounts drawn under and pursuant to the Credit in the currency of the Credit pursuant to and as set forth
in the Receivables Purchase Agreement, without set-off, counterclaim or any other deduction of any nature whatsoever. Amounts due
hereunder that are not paid when due shall bear interest as set forth in the Receivables Purchase Agreement.
Page 2 of 2

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Exhibit No. 10.25

September 7, 2010
Donald R Maier
Global Ops & Supply Chain
Subject: Long-Term Incentive Equity Grants
Dear Don:
This letter supersedes and replaces your prior letter dated April 8, 2010, which described the terms and conditions applicable to a grant
made to you under the 2006 Long-Term Incentive Plan (the 2006 Plan), effective April 1, 2010. All terms and conditions applicable
to your grant are now set forth in this letter dated September 7, 2010 and the 2006 Plan.
The original exercise price and number of stock options and the original performance schedule and number of performance restricted
stock units which were granted to you by the Management Development and Compensation Committee (the Committee) effective
April 1, 2010 remain intact:
15,162 Stock Options
9,459 Performance Restricted Stock Units
Stock Options
Each stock option entitles you to purchase one share of AWI common stock at an exercise price equal to $38.06, the New York Stock
Exchange closing price of AWI stock on April 1, 2010. You may pay the option exercise price in cash or by delivering shares of AWI
stock you have owned for at least six months.
The options are non-qualified and have a ten-year term starting April 1, 2010. They will vest and become exercisable in three
installments at one, two, and three years as follows: 5,054 shares on April 1, 2011; 5,054 shares on April 1, 2012; and 5,054 shares on
December 31, 2012.
Performance Restricted Stock Units
The Committee has established the following performance schedule that allows participants to earn up to 105% of the performance
restricted stock units if the company achieves 100% of the 2010 consolidated adjusted operating income goal of $.
Confidential
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The performance restricted stock units have a 1-year performance period ending on December 31, 2010. Restrictions on earned
performance restricted stock units will lapse in three equal portions on March 31, 2011, March 31, 2012, and December 31, 2012. AWI
common stock will be distributed to you following the
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conclusion of the restriction periods. The company will use share tax withholding to satisfy your tax obligations unless you provide a
payment to cover the taxes. The Committee may settle this award in cash only if insufficient shares are available at the end of the
restriction periods.
Each performance restricted stock unit granted is credited to an account maintained for you. During the restriction periods you have no
ownership or voting rights relative to these units. If Armstrong makes cash dividend payments during the restriction periods, the value
of the dividends will accrue in a non-interest bearing account. You will receive a cash payment for the accrued dividends at the end of
the restriction periods. The payment would be adjusted proportionate to the earned units.
Employment Events
The following chart outlines the provisions which apply to the grant for various employment events.
Stock Option Provisions

Event

Performance Restricted Stock Unit Provisions

Voluntary resignation

 Forfeit vested and unvested options

 Forfeit unvested units and accrued
dividends

Retirement

 Forfeit unvested options
 5 years or expiration to exercise vested
options

 Forfeit unvested units and accrued
dividends

Involuntary termination

 Forfeit unvested options
 3 months or expiration to exercise
vested options

 Forfeit unvested units and accrued
dividends

Willful, deliberate or gross misconduct

 Forfeit vested and unvested options

 Forfeit units and accrued
dividends

Death

 Accelerated vesting if death occurs
after 12/31/10, otherwise forfeit
 3 years or expiration (minimum 1 year
from death) to exercise options

 Accelerated vesting if death
occurs after 12/31/10, otherwise
forfeit

Long-term disability

 Accelerated vesting if disability occurs
after 12/31/10, otherwise forfeit
 3 years or expiration to exercise
options

 Accelerated vesting if disability
occurs after 12/31/10, otherwise
forfeit

Please contact Eileen Beck (ext. 4050) if you have questions.
Sincerely,
Matthew J. Espe
Chief Executive Officer and President
The information contained in this letter is confidential and any discussion, distribution or use of this information is prohibited.
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September 7, 2010
Donald R Maier
Global Ops & Supply Chain
Subject: Long-Term Incentive Equity Grants
Dear Don:
On August 5, 2010, the Management Development and Compensation Committee approved the following vesting provisions for your
2011 and 2012 long-term incentive grants. The provisions are subject to the 2006 Long Term Incentive Plan (the 2006 Plan) and any
successor plan.


If either the 2011 long-term incentive grant or the 2012 long-term incentive grant includes stock options, then such options
will vest and become exercisable in three equal installments at one, two, and three years from the grant date.



If either the 2011 long-term incentive grant or the 2012 long-term incentive grant includes performance restricted stock or
performance restricted stock units, then such equity grant will vest in three equal installments at one, two, and three years
from the grant issuance date assuming certification of performance results by the Committee. If the Committee establishes a
multi-year performance period pertaining to the performance restricted stock or performance restricted stock units, then you
may elect to receive the applicable long-term incentive grant in the form of stock options, subject always to any share usage
limitations which may then be in effect.



If either the 2011 long-term incentive grant or the 2012 long-term incentive grant includes time-based restricted stock or
time-based restricted stock units, then such equity will vest in three equal installments at one, two, and three years from the
grant date.



If the vesting requirements of either the 2011 long-term incentive grant or the 2012 long-term incentive grant for stock
options, restricted stock, or restricted stock units are more favorable to any Named Executive Officer other than the Chief
Executive Officer, then the vesting for your award(s) will match such more favorable terms.



The Committee reserves the right to select any form or type of equity grant permitted under the 2006 Plan or any successor
plan in existence at the time such grant is approved.



The Committee reserves the right to alter the target award values and terms and conditions of any participants long-term
incentive awards (including yours), based on factors which may include but are not limited to, share usage limitations,
market-competitiveness of the program, an individual participants performance as determined by the Companys Chief
Executive Officer and reviewed by the Committee, or changes in applicable plan provisions.



Grants awarded in 2012 and thereafter are subject to shareholder approval of a long-term incentive plan that would succeed
the 2006 Plan.

Please contact Eileen Beck (ext. 4050) if you have questions.
Sincerely,
Matthew J. Espe
Chief Executive Officer and President
The information contained in this letter is confidential and any discussion, distribution or use of this information is prohibited.
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Exhibit No. 10.26

[DATE]
[NAME]
[TITLE]
Subject: Inducement Long Term Incentive Awards
Dear [NAME]:
This letter is to inform you that Armstrongs Management Development and Compensation Committee granted you the following longterm incentive equity grant effective [DATE]:
Stock Options
Restricted Stock Units
The award is subject to the terms of the 2006 Long-Term Incentive Plan and this grant letter.
Stock Options
Each Stock Option entitles you to purchase one share of AWI common stock at an exercise price equal to $ . , the New York Stock
Exchange closing price of AWI stock on [DATE]. You may pay the option exercise price in cash or by delivering shares of AWI stock
you have owned for at least six months.
The options are non-qualified and have a ten-year term starting [DATE OF GRANT];
shares will vest on [FIRST
ANNIVERSARY DATE];
shares will vest on [SECOND ANNIVERSARY DATE];
shares will vest on [THIRD
ANNIVERSARY DATE].
Restricted Stock Units
The restrictions will lapse in three installments at one, two and three years following the grant:
shares on [FIRST
ANNIVERSARY DATE];
shares on [SECOND ANNIVERSARY DATE];; and
shares on [THIRD ANNIVERSARY
DATE]. The Management Development and Compensation Committee may settle the restricted stock units in cash if insufficient shares
are available at the end of the restriction periods.
The company will use share tax withholding to satisfy your tax obligations unless you provide a payment to cover the taxes.
If the company makes cash dividend payments during the restriction period, the value of the dividends will accrue in a non-interest
bearing account. You will receive a cash payment for the accrued dividends at the end of the restriction period.
Employment Events
The following chart outlines the provisions which apply to the grant for various employment events.
Event

Voluntary resignation

Stock Option Provisions

 Forfeit vested and unvested options
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Restricted Stock Unit Provisions

 Forfeit unvested units and accrued
dividends

Employment Events (continued)
Event

Stock Option Provisions

Restricted Stock Unit Provisions

Retirement




Forfeit unvested options
5 years to exercise vested options (not
to exceed original term)



Forfeit unvested units and accrued
dividends

Involuntary termination



Forfeit vested and unvested options



Forfeit unvested units and accrued
dividends

Death




Accelerated vesting
3 years to exercise vested options (not
to exceed original term)



Accelerated vesting

Long-Term disability




Accelerated vesting
3 years to exercise vested options (not
to exceed original term)



Accelerated vesting

Please contact Eileen Beck (ext. 4050) if you have questions.
Sincerely,
Matthew J. Espe
Chief Executive Officer
Enclosure
2006 Long-Term Incentive Plan
2
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Exhibit No. 10.27
2011 Long-Term Stock Option Grant

ARMSTRONG WORLD INDUSTRIES
2500 Columbia Ave., P.O. Box 3001
Lancaster, PA 17604
717.397.0611

[NAME]
[TITLE]
I am pleased to inform you that Armstrongs Management Development and Compensation Committee granted you options to purchase
Common Stock of AWI as follows:

Date of Grant:
Exercise Price per Share:
Total Number of Shares Granted:
Type of Option:

Non-qualified

Expiration Date of Option:

[TEN YEAR ANNIVERSARY OF GRANT]

Vesting Schedule: This award may be exercised in whole or in part, in accordance with the following:
Shares

Vest Date



[ONE YEAR ANNIVERSARY OF GRANT]



[TWO YEAR ANNIVERSARY OF GRANT]



[THREE YEAR ANNIVERSARY OF GRANT]

Employment Events
The following chart outlines the provisions which apply to the grant for various employment events. The provision for retirement has
been improved from prior year and is highlighted below.
Event

Stock Option Provisions

Voluntary resignation



Forfeit vested and unvested options

Retirement (age 55 or older with 5 years of service)




Normal vesting post-retirement (1)
5 years or expiration to exercise vested options

Involuntary termination




Forfeit unvested options
3 months or expiration to exercise vested options

Willful, deliberate, or gross misconduct



Forfeit vested and unvested options

Death



Accelerated vesting if death occurs after 12/31/11,
otherwise forfeit
1 year or expiration to exercise options


Long-term disability




Accelerated vesting if death occurs after 12/31/11,
otherwise forfeit
1 year or expiration to exercise options
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(1)

Provision improved from prior year

Please contact Eileen Beck (717-396-4050) if you have questions.
Sincerely,
Matthew J. Espe
Chief Executive Officer
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2011 Long-Term Performance Restricted Stock Grant

ARMSTRONG WORLD INDUSTRIES
2500 Columbia Ave., P.O. Box 3001
Lancaster, PA 17604
717.397.0611

Company Confidential
Name
Title
I am pleased to inform you that Armstrongs Management Development and Compensation Committee granted you the following:
Date of Grant:
Performance Restricted Shares:
This award recognizes the importance of your role in achieving the companys three-year strategy and is subject to the terms of the
2006 Long-Term Incentive Plan and this grant agreement.
The Performance Restricted Shares will be earned by achieving the three-year cumulative Return on Invested Capital (ROIC) target
contained in our strategic plan. The Committee has established the following performance schedule that allows participants to earn up to
150% of the award.
ROIC Performance Scale

Threshold
Target
Maximum

Performance to Target

Payout

61%
100%
117%

50%
100%
150%

Restrictions on the Performance Restricted Shares will lapse December 31, 2013. If earned, AWI common stock will be distributed to
you following the conclusion of the restriction period. The company will use share tax withholding to satisfy your tax obligations unless
you provide a payment to cover the taxes.
As an example, assume an employee is granted 500 Performance Restricted Shares and the company achieves 61% of the ROIC target
at the end of 2013. The employee would earn 50% of their award or 250 Performance Restricted Stock Shares. Despite no upside
beyond 117% of the ROIC target, participants may gain additional value from stock price appreciation.
If Armstrong makes cash dividend payments during the restriction period, the value of the dividends will accrue in a non-interest
bearing account. You will receive a cash payment for the accrued dividends at the end of the restriction period. The payment would be
adjusted proportionate to the earned shares.
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Employment Events
The following chart outlines the provisions which apply to the grant for various employment events. The provisions for retirement and
involuntary termination have been improved from prior year and are highlighted below.
Event

Performance Restricted Share Provisions

Voluntary resignation

 Forfeit all shares and accrued dividends

Retirement (age 55 or older with 5 years of service)

 Shares and accrued dividends earned pro-rata if retirement
occurs after 12/31/11(1)

Involuntary termination

 Shares and accrued dividends earned pro-rata if
termination occurs after 12/31/11(1)

Death

 Shares and accrued dividends earned pro-rata if death
occurs after 12/31/11

Long-term disability

 Shares and accrued dividends earned pro-rata if disability
occurs after 12/31/11

(1)

Provision improved from prior year

Please contact Eileen Beck (717-396-4050) if you have questions.
Sincerely,
Matthew J. Espe
Chief Executive Officer
The information contained in this letter is confidential and any discussion, distribution, or use of this information is prohibited.
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Exhibit No 10.40

ARMSTRONG WORLD INDUSTRIES, INC.
2008 DIRECTORS STOCK UNIT PLAN
Unit Agreement
Armstrong World Industries, Inc. (the Corporation) and NAME (the Participant) for good and valuable consideration, the
receipt and adequacy of which are hereby acknowledged and intending to be legally bound hereby, agree as follows:
1. Award of Units. The Corporation hereby confirms the grant to the Participant on DATE (the Date of Award) of # OF UNITS
Units (Units), subject to the terms and conditions of the Armstrong World Industries, Inc. 2008 Directors Stock Unit Plan, as
amended (the Plan) and this Unit Agreement (this Agreement).
Each Unit is issued in accordance with and is subject to all of the terms, conditions and provisions of the Plan, which is
incorporated by reference and made a part of this Agreement as though set forth in full herein. The Participant acknowledges that he has
received a copy of and is familiar with the terms of the Plan. Capitalized terms used in this Agreement and not otherwise defined herein
shall have the respective meanings provided in the Plan unless the context requires otherwise.
2. Vesting and Forfeiture.
(a) Subject to Section 4.4(c) of the Plan and Section 2(c) of this Agreement, pursuant to which Units may be forfeited, the
Units awarded hereby shall vest, contingent upon the Participants continued service as a director of the Corporation on such date, on
the earlier of:
(i) the day before the annual meeting of shareholders, which meeting is currently scheduled for DATE NEXT
SHAREHOLDER MTG;
(ii) the death or total and permanent disability of the Participant; or
(iii) the date of any Change in Control Event.
(b)

Vested Units shall become payable on the earlier of:
(i)

the Participants separation from the Corporation for any reason other than a removal for cause, or

(ii) the date of any Change in Control Event, provided Participant is a director of the Corporation on such date and
that such Change in Control Event also qualifies as a Section 409A Change in Control Event.
(c) Upon the effective date of a separation of the Participants service as a director with the Corporation for cause, as
determined by the Board or the Committee, all Units for which the Delivery Date has not occurred, whether or not vested, shall
immediately be forfeited to the Corporation without consideration or further action being required of the Corporation. Upon the
effective date of a separation of the Participants service as a director with the Corporation for any reason other than cause, as
determined by the Board or the Committee, all unvested Units shall immediately be forfeited to the Corporation without consideration
or further action being required of the Corporation. For purposes of the two immediately preceding sentences, the effective date of the
Participants separation shall be the date on which the Participant ceases to perform services as a director of the Corporation as
determined under Section 409A of the Code.
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3. Payment. Upon Delivery Date, the Corporation shall deliver to the Participant shares of Common Stock in payment for vested
Units, with one share of Common Stock delivered for each vested Unit. Notwithstanding any provision of the Plan or this Agreement,
once payment is made with respect to a Unit, no Participant nor any other person shall be entitled to any additional payment with
respect to that Unit. The Participant shall have no rights as a shareholder of the Corporation by virtue of such Units, but shall be entitled
to receive dividend equivalents, as provided in the Plan.
4. Transfer Restriction. No Unit shall be assignable or transferable by another than by will, or if the Participant dies intestate, by
the laws of descent and distribution of the state of domicile at the time of death.
5. Interpretation of Plan and Agreement. Any dispute or disagreement which shall arise under, or as a result of or pursuant to, this
Agreement shall be determined by the Board or the Committee, and any such determination or any other determination by the Board or
the Committee under or pursuant to this Agreement and any interpretation by the Board or the Committee of the terms of this
Agreement or the Plan shall be final, binding and conclusive on all persons affected thereby. This Agreement is the agreement referred
to in Section 4.2 of the Plan. If there is any conflict between the Plan and this Agreement, the provisions of the Plan shall control.
6. Miscellaneous.
(a) This Agreement shall not be deemed to limit or restrict the right of the Corporation or its shareholders to remove the
Participant from service as a director at any time, for any reason, or affect any right which the Corporation or its shareholders may have
to elect directors.
(b) The Plan and Agreement constitute a mere promise by the Corporation to make payments in the future. The
Corporations obligations under the Plan shall be unfunded and unsecured promises to pay. The Corporation shall not be obligated
under any circumstance to fund its financial obligations under the Plan. To the extent that the Participant acquires a right to receive
payments under the Plan, such right shall be no greater than the right, and the Participant shall at all times have the status, of a general
unsecured creditor of the Corporation.
(c) Except as may be required by law, the Participant shall have no right to, directly or indirectly, alienate, assign, transfer,
pledge, anticipate or encumber any amount that is or may be payable hereunder, including in respect of any liability of the Participant
for alimony or other payments for the support of a spouse, former spouse, child or other dependent, prior to actually being received by
the Participant, nor shall the Participants rights to payments under the Plan be subject in any manner to anticipation, alienation, sale,
transfer, assignment, pledge, encumbrance, attachment, or garnishment by creditors of the Participant or to the debts, contracts,
liabilities, engagements, or torts of the Participant, or transfer by operation of law in the event of bankruptcy or insolvency of the
Participant, or any legal process.
IN WITNESS WHEREOF, the Corporation and the Participant have executed this Agreement as of the Date of Award.
ARMSTRONG WORLD INDUSTRIES, INC.
By:

Participant
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Schedule of 2011 Participants
Stanley A. Askren
James J. Gaffney
Tao Huang
Michael F. Johnston
Larry S. McWilliams
James J. OConnor
John J. Roberts
Richard E. Wenz
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Exhibit No. 10.45

August 14, 2010
Personal & Confidential
Thomas M. Kane
630 Wood Glenn Court
Lutherville, Maryland 21093
Dear Tom:
On behalf of Armstrong, I am very pleased to confirm our employment offer for you to become Armstrongs Senior Vice President,
Human Resources, reporting to me.
Compensation Terms
You will earn a semi-monthly gross base salary of $13,541.67, or $325,000 annualized.
You are eligible to participate in our Management Achievement Plan with a target bonus of 50% of your annual base salary earnings.
For 2010, you will receive a minimum guaranteed pro-rata target bonus based on actual months worked. You must be an active
employee on the payment date, typically the beginning of March following the plan year.
You will participate in the executive Bonus Replacement Retirement Plan (BRRP) starting in 2011. The BRRP was established to allow
executives to defer a small portion of income (up to $20,000) into a qualified, tax-deferred plan. Participants contributions are exempt
from FICA taxation. Your account will be maintained by Fidelity Investments, and you may choose from the same investment options
provided under the 401(k) plan.
You will be eligible for long-term incentive plan (LTIP) participation which is typically made in the form of stock based grants, with a
target award value of up to 120% of your annualized base salary subject to adjustment based on individual and company performance.
You will be eligible for participation at the time of the next grant.
In addition, we are pleased to offer you a one-time special grant with an award value of $300,000. The award will be comprised of 50%
time-vested stock options and 50% time-vested restricted stock units, subject to share availability on the grant date. The stock options
will vest and restrictions will lapse on the restricted stock units in three equal installments at one, two, and three years from the grants
effective date. The Management Development and Compensation Committee may settle the restricted stock units in cash if insufficient
shares are available at the end of the restriction periods. Additional terms and conditions will be provided at the time of grant.
1
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Benefits
Armstrong offers a number of competitive benefit plans. You will receive a document which provides detailed information on costs,
scope, and coverage. Your medical, dental, prescription drug, life insurance, and accidental death and dismemberment benefits are
available to you on your first day of employment.
Armstrong provides two retirement savings plans for highly-compensated executives to defer income. The qualified 401(k) savings
plan, administered by Fidelity Investments, has both before-tax and after-tax contribution options. Armstrong will provide a 100%
match on the first 4% of your before tax contributions and a 50% match on the next 4%. You will automatically be enrolled in the plan
to contribute 4% on a before-tax basis beginning 30 days from your date of hire. You may change this contribution level at any time.
Employee contributions apply to base salary and bonus earnings only. The company match is fully vested after 3 years of service. You
may choose to invest your contributions in the company match among a number of different investment plans. All interest and
investment gains within the plan are tax-deferred until you make a withdrawal. You may roll over any before-tax monies from another
tax-qualified company-sponsored plan into the Armstrong Plan.
The second plan is a nonqualified deferred compensation plan that allows executives to defer base salary and bonus compensation above
a specified pay limit, $206,250 for 2010. This plan is comparable to the qualified 401(k) plan.
You are eligible for a company-paid life insurance benefit of $150,000 and company-paid Accidental Death & Dismemberment
Insurance equal to $35,000. You will also be eligible for employee-paid term or universal life insurance up to a maximum of $600,000.
You are eligible for the company-paid Executive Long-Term Disability Insurance Program. Your disability benefit is 60% of the sum of
base salary and the average bonus paid over the past two years. The annual benefit is capped at $420,000. For your first calendar year of
employment, we will use your annualized base salary to determine your disability benefit. Coverage for eligible benefits in excess of
$300,000 will be subject to proof of insurability.
The Armstrong Flexible Spending Account programs give you the option to annually contribute up to $5,000 of pre-tax dollars into
medical and dependent care accounts. These programs allow you to use your before-tax dollars for eligible health related and child or
adult dependent care expenses.
As one of the companys senior executives, you are eligible for expense reimbursement up to $4,500 per year for personal financial
planning and income tax preparation services. Reimbursement for these services would be taxable income to you.
We offer our senior executives a company-paid annual physical program. You may select the medical institution or facility for the
physical.
2
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You are also eligible for the relocation services described below.
Before the move

Armstrong will provide you with referrals to real estate agents, spousal career assistance and a relocation
allowance equal to $10,000.

Old location home sale

The company will help you determine the fair market value of your home and manage the closing
process on your behalf. You are also eligible for the Company Home Purchase Program.

Loss on sale

If needed, Armstrong will provide a Loss on Sale Payment, up to $50,000, tax assisted.

House hunting

You are entitled to one house hunting trip for you and your family for up to seven days at the new
location. Because these family expenses are considered taxable income, you will receive a tax assistance
payment of 60%. A second trip for up to seven days is available if needed.

Movement and storage
of household goods
and automobile
shipment

Armstrong will cover the movement of your household goods to your new location and provide for intransit storage of goods for up to 60 days. The company will also cover the shipment of one automobile
if more than 800 miles. A second automobile may be shipped ($800 maximum).

Travel to new location

Travel to new location reimbursements include mileage, commercial travel expenses, meals and hotel en
route, one night at the new location and 60% tax assistance for your family members meal expenses.

Home Purchase at the
new location

Armstrong will reimburse you for up to 1% on loan origination fees / discount points and normal closing
costs. A 60% tax assistance payment on the normal closing costs will also be provided.

Temporary Living for
30 days or less

If you need 30 days or less for temporary living, the company will cover actual expenses for you and up
to 14 days for your family members expenses with 60% tax assistance.

Temporary Living for
more than 30 days

If more than 30 days is needed, the company will provide you with a lump sum payment and 60% tax
assistance.

Prior to initiating action with any realtors, you are required to contact the Real Estate Department (Armstrong Realty Group, Inc.) at
717-396-3628.
Important Notes
1.

Tax assistance is applied to those expenses allowed by IRS regulations.

2.

Federal, state, and local taxes are deducted from all reimbursements.
3
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3.

You will be required to reimburse the company for relocation expenses if you voluntarily terminate or are terminated for
misconduct within one year.

Severance Pay Provisions
Armstrong will provide a minimum severance payment equal to one year of base salary in the event of an involuntary termination
without cause. Health care and life insurance benefits would continue at the active employee contribution levels until the earlier of 12
months, or until eligible for benefits from a new employer. Additionally, Armstrong will pay a pro-rata bonus at year-end based on
actual company performance in the year of termination.
Individual Change in Control / Indemnification Agreements
You will be eligible to receive an Indemnification Agreement and an Individual Change in Control Agreement, both subject to Board
approval. In the event of a change in control, the CIC agreement will extend for two years from the date of the CIC event. Severance
benefits will equate to two times the sum of base salary and target bonus. If the termination occurs prior to the completion of a bonus
plan year, you would earn a pro-rata bonus based on actual results achieved for the year. Health, disability, and life insurance benefits
would continue until the earlier of two years following your termination of employment, or until eligible for benefits from a new
employer.
All severance benefits are conditioned on you signing a release from liability and compliance with restrictive covenants.
Paid Time Off
Annually, Armstrong observes a total of eleven holidays; one of these days may be personally scheduled. You will qualify for five
weeks of vacation.
Summary of Terms
The above offer equates to $487,500 annual total cash compensation at the target bonus level, with upside opportunity. In addition, this
offer includes a special equity award valued at $300,000 on the grants effective date.
Offer Contingencies
1.

Passing the Background Verifications and Drug Tests.
In order to begin your employment with Armstrong, you must successfully complete a drug screening test and the background
checks. Our background checking vendor, HireRight, will contact you via your email account, with instructions for authorizing a
background check and your drug test.

2.

Providing Proof of Your Right to Work in the United States.
4

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

You will be required to show proof of your right to work in the United States within three days of your start date. Examples of
suitable documentation are a current United States passport, a state issued drivers license or I.D. card with a photograph and an
original social security card, a state-issued drivers license or I.D. card with a photograph and a birth certificate issued by the state,
county, or other municipality, an Alien Registration Card with photograph, a Certificate of U.S. Citizenship, or a Certificate of
Naturalization.
3.

Agreement to the Armstrong Terms and Conditions.
This offer requires that you agree to the Armstrong World Industries Inc., Statement of US Employment Terms and Conditions
found at the end of this letter. By accepting this offer, you agree that you have relied only on the terms defined in this offer. Please
note that you must satisfy the drug test requirement prior to your first day of employment.

Once you have acknowledged your acceptance of this employment offer, a member of our Human Resources department will contact
you to discuss the next steps.
Please acknowledge your acceptance of this offer by completing the Acceptance Confirmation section found below and returning the
signed letter to me by mail or by faxing it to (717) 396-6046. The official record of this offer letter will be filed with our Human
Resources Office.
Tom, I am very pleased to extend this offer to you. You will be a valuable addition to my team and I look forward to the opportunity of
working together. If you have any questions, please do not hesitate to give me a call.
Sincerely,

Matthew J. Espe
Chief Executive Officer and President
Armstrong World Industries, Inc.
5
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Armstrong World Industries Inc., Statement of US Employment Terms and Conditions
Please understand that your employment at Armstrong World Industries Inc., will be subject to the following terms and conditions.
Failure to follow these terms and conditions may result in disqualification from further consideration for employment, withdrawal of an
offer of employment or termination of your employment with Armstrong.
1.

Offer Contingencies
o

Drug/Background Screens. Your employment is contingent upon your successful completion of a substance/drug test
screening, and all background checks. A confirmed positive drug screening test will exclude you from further
consideration for employment. You also understand and authorize Armstrong and any of its agents, employees or
contractors to investigate all of the information you provide in connection with your interest in employment with
Armstrong. You also agree to waive and release any claims that may result from the use, disclosure or release of any
information related to this investigation, and you understand that an unfavorable result of the background investigation
may result in the withdrawal of this employment offer. You also agree and understand that all information provided in
connection with your interest in employment with Armstrong will be stored electronically in the United States.

o

Employment Eligibility. You will be required to verify that you are authorized to work in the United States.

o

Conflict of Interest and Confidentiality. Armstrong World Industries Inc. does not wish to receive any documents or
any other confidential information concerning any business, technical or other information that you received as a
result of any former employment.

o

Existing Employment Agreements. You agree that you are not bound under any agreement which prohibits you from
being employed by Armstrong World Industries Inc., or any of its subsidiaries. You understand that in the event such
an agreement exists, Armstrong World Industries Inc. has the right to end your employment or challenge any such
agreement in its sole discretion.

o

Intellectual Property. You will need to sign the Armstrong World Industries Inc., Intellectual Property and
Confidential Information Agreement during your orientation.

2.

Work Schedules. Although management will make efforts to accommodate individual preferences, the company may at times
require overtime, shift work, changes in work schedules and facility transfers.

3.

Direct Deposit. Direct deposit to employees bank accounts is our preferred payment method. Armstrongs Shared Service
Center will mail you a New Hire Informational Packet which includes an Authorization Agreement for Direct Deposit. Please mail
this form and a voided blank check from your bank, to the Shared Services Center. The Shared Services Center can assist you in
obtaining a bank account for direct deposit purposes if you need this type of assistance.
6
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4.

Employment At Will. You understand and agree that your employment with Armstrong World Industries Inc. is at will
meaning that either you or Armstrong may terminate your employment and compensation with or without cause, with or without
notice, at any time. You also acknowledge and agree that no Armstrong policy, handbook, manual, publication, procedure or rule is
intended to create a contract of employment nor intended to modify your at will relationship with Armstrong. No manager,
supervisor or other representative of Armstrong has any authority to modify this relationship or to make any agreements to the
contrary other than the President/CEO of Armstrong. No such agreements shall be valid unless they are in writing by this officer of
Armstrong. This is the entire understanding and agreement regarding your employment relationship with Armstrong and the right
of Armstrong or you to terminate the relationship with or without good cause, and this understanding takes the place of all prior
agreements, representations, and understandings regarding your employment at Armstrong.

5.

Falsification. Honesty and integrity are core values at Armstrong. You certify that all the information and statements made by you
at any time in connection with your interest in employment at Armstrong are true and complete, and that Armstrong will rely upon
the information you provide. You understand and agree that if you submit false information or omit information, you will no
longer be considered a candidate for employment with our company or, if employed at Armstrong, you will be subject to the
termination of your employment.
7
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Acceptance Confirmation
I accept this offer of employment with Armstrong World Industries Inc., as outlined above and in accordance with the Terms
and Conditions in this letter.
Signature: _________________________________________________
(Signature required)
Please Print Your Name: _____________________________________
Date Accepted: _____________________________________________
Armstrong New Hire Record Information
Please complete the following information so that we can initiate your Armstrong personnel record, your payroll and tax records, and
begin planning for your arrival at the company. We are unable to begin ordering your work related tools and equipment prior to
initiating your personnel record in our systems. Additional information will be collected during orientation for your benefit enrollments.
Planned Start Date: __________________________________
Personal and Confidential
Date of Birth: _________________
Marital Status (check one): ___ Married

___ Single/Divorced

Social Security #: _________________
Gender (check one): ___ Male ___ Female
Home Phone Number: __________________
For Pennsylvania Residents Only:
Municipality: ___________________________________
School District: _________________________________
Please fax this letter to me at (717) 396-6046.
Sincerely,
Matthew J. Espe
Chief Executive Officer and President
Armstrong World Industries, Inc.
8
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Exhibit No. 11
Armstrong World Industries, Inc. and Subsidiaries
Computation of Earnings Per Share
(dollar amounts in millions, except per share data)
Years Ended December 31,
2011

2010

2009

$ 112.4
(0.8 )

$ 11.0


$ 77.7
(0.4 )

$ 111.6
58.3
$ 1.91

$ 11.0
57.7
$ 0.19

$ 77.3
56.8
$ 1.36

$ 112.4
(0.8 )

$ 11.0


$ 77.7
(0.4 )

Net earnings attributable to common shares
Basic weighted average number of common shares outstanding
Weighted average number of common shares issuable under stock
option or unvested stock grants

$ 111.6
58.3

$ 11.0
57.7

$ 77.3
56.8

0.5

0.5

0.2

Diluted weighted average number of common shares outstanding
Diluted earnings per share

58.8
$ 1.90

58.2
$ 0.19

57.0
$ 1.36

Basic earnings per share
Net earnings
Net earnings allocated to participating non-vested share awards
Net earnings attributable to common shares
Basic weighted average number of common shares outstanding
Basic earnings per share
Diluted earnings per share
Net earnings
Net earnings allocated to participating non-vested share awards
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Exhibit No. 12
Armstrong World Industries, Inc. and Subsidiaries
Computation of Ratio of Earnings to Fixed Charges
(dollar amounts in millions, except ratios)
Years Ended December 31,
2011

2010

2009

2008

2007

$193.1
(54.9 )

$66.7
(45.0)

$75.2
(40.0)

$189.4
(56.0 )

$259.2
(46.0 )

Earnings before income taxes and equity earnings

138.2

21.7

35.2

133.4

213.2

Fixed charges
Distributed income from equity affiliates (1)

56.7


28.4


25.6


38.5
61.0

62.4
117.5

Capitalized interest

(1.4 )

(0.2 )

(0.3 )





Determination of Earnings
Earnings before income taxes and equity earnings
Earnings before income taxes
Equity earnings from joint venture
Add:

Less:
Total earnings as defined
Fixed Charges
Interest expense
Capitalized interest
Estimate of interest included in rent expense (2)
Total fixed charges
Ratio of Earnings to Fixed Charges
(1)
(2)

$193.5

$49.9

$60.5

$232.9

$393.1

$48.5
1.4
6.8

$21.2
0.2
7.0

$17.7
0.3
7.6

$30.8

7.7

$55.0

7.4

$56.7

$28.4

$25.6

$38.5

$62.4

3.4

1.8

2.4

6.0

6.3

 Includes only return on investment, not return of investment
 One-third of rental expense is considered to be representative of the interest factor in rental expense.
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Exhibit No. 21
Subsidiaries of Armstrong World Industries, Inc.
As of December 31, 2011
The following is a list of subsidiaries of Armstrong World Industries, Inc., omitting certain subsidiaries, which, considered in the
aggregate as a single subsidiary, would not constitute a significant subsidiary.

U.S. Subsidiaries
Armstrong Cork Finance LLC
Armstrong NW LLC
Armstrong Hardwood Flooring Company
Armstrong Realty Group, Inc.
Armstrong Ventures, Inc.
Armstrong Wood Products, Inc.
Armstrong World Industries (Delaware) LLC
AWI Licensing Company
HomerWood Hardwood Flooring Company
Patriot Flooring Supply, Inc.
Worthington Armstrong Venture (50% owned
Delaware General Partnership)
Armstrong Receivables Company Limited

Non-U.S. Subsidiaries
Armstrong (U.K.) Investments
Armstrong Architectural Products S.L.
Armstrong Building Products B.V.
Armstrong Building Products Company (Shanghai) Ltd.
Armstrong Building Products GmbH
Armstrong DLW AG
Armstrong DLW Licensing GmbH
Armstrong Metal Ceilings Limited
Armstrong Metalldecken AG
Armstrong Metalldecken GmbH
Armstrong Metalldecken Holdings AG
Armstrong World Industries (Australia) Pty. Ltd.
Armstrong World Industries AB
Armstrong World Industries Canada Ltd.
Armstrong World Industries Holding GmbH
Armstrong World Industries Ltd.
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Jurisdiction of
Incorporation
Delaware
Delaware
Tennessee
Pennsylvania
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware
Jurisdiction of
Incorporation
United Kingdom
Spain
Netherlands
PRC
Germany
Germany
Germany
United Kingdom
Switzerland
Austria
Switzerland
Australia
Sweden
Canada
Germany
United Kingdom

Exhibit No. 23.1
Consent of Independent Registered Public Accounting Firm
The Board of Directors
Armstrong World Industries, Inc.:
We consent to the incorporation by reference in the registration statements (Nos. 333-138034, 333-154765, and 333-177072) on Form
S-8 of Armstrong World Industries, Inc. of our reports dated February 27, 2012, with respect to the consolidated balance sheets of
Armstrong World Industries, Inc. and subsidiaries as of December 31, 2011 and 2010, and the related consolidated statements of
earnings, equity, and cash flows for each of the years in the three-year period ended December 31, 2011, and related financial statement
schedule, and the effectiveness of internal control over financial reporting as of December 31, 2011, which reports appear in the
December 31, 2011 annual report on Form 10-K of Armstrong World Industries, Inc.
/s/ KPMG LLP
Philadelphia, Pennsylvania
February 27, 2012
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Exhibit No. 23.2
Consent of Independent Auditors
The Board of Directors
Worthington Armstrong Venture:
We consent to the incorporation by reference in the registration statement (Nos. 333-138034, 333-154765, and 333-177072) on Form
S-8 of Armstrong World Industries, Inc. of our report dated February 17, 2012, with respect to the consolidated balance sheets of
Worthington Armstrong Venture and subsidiaries as of December 31, 2011 and 2010 and the related consolidated statements of income,
partners deficit and comprehensive income, and cash flows for each of the years in the three-year period ended December 31, 2011,
which report is included in the December 31, 2011 annual report on Form 10-K of Armstrong World Industries, Inc.
/s/ KPMG LLP
Philadelphia, Pennsylvania
February 27, 2012
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Exhibit No. 31.1
I, Matthew J. Espe, certify that:
1)

I have reviewed this report on Form 10-K of Armstrong World Industries, 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 registrants other certifying officer 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:

5)

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 registrants 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 registrants internal control over financial reporting that occurred during the
registrants most recent fiscal quarter (the registrants fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrants internal control over financial reporting; and

The registrants other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrants auditors and the audit committee of the registrants 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 registrants 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
registrants internal controls over financial reporting.

Date: February 27, 2012
/s/ Matthew J. Espe
Matthew J. Espe
Chief Executive Officer and President
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Exhibit No. 31.2
I, Thomas B. Mangas, certify that:
1)

I have reviewed this report on Form 10-K of Armstrong World Industries, 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 registrants other certifying officer 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:

5)

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 registrants 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 registrants internal control over financial reporting that occurred during the
registrants most recent fiscal quarter (the registrants fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrants internal control over financial reporting; and

The registrants other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrants auditors and the audit committee of the registrants 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 registrants 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
registrants internal controls over financial reporting.

Date: February 27, 2012
/s/ Thomas B. Mangas
Thomas B. Mangas
Senior Vice President and Chief Financial Officer
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Exhibit No. 32.1
Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.
I certify to the best of my knowledge and belief that the Annual Report on Form 10-K of Armstrong World Industries, Inc (the
Company) containing its financial statements for the fiscal year ended December 31, 2011 fully complies with the requirements of
Section 13(a) and 15(d) of the Securities Exchange Act of 1934 as amended, and that information contained in that report fairly
presents, in all material respects, the financial condition and results of operations of the Company as of that date.
/s/ Matthew J. Espe
Matthew J. Espe
Chief Executive Officer and President
Armstrong World Industries, Inc.
Dated: February 27, 2012
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Exhibit No. 32.2
Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.
I certify to the best of my knowledge and belief that the Annual Report on Form 10-K of Armstrong World Industries, Inc. (the
Company) containing its financial statements for the fiscal year ended December 31, 2011 fully complies with the requirements of
Section 13(a) and 15(d) of the Securities Exchange Act of 1934 as amended, and that information contained in that report fairly
presents, in all material respects, the financial condition and results of operations of the Company as of that date.
/s/ Thomas B. Mangas
Thomas B. Mangas
Senior Vice President and Chief Financial Officer
Armstrong World Industries, Inc.
Dated: February 27, 2012
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Exhibit No. 99.1
WORTHINGTON ARMSTRONG VENTURE
Consolidated Financial Statements
December 31, 2011 and 2010
(With Independent Auditors Report Thereon)
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Independent Auditors Report
The Board of Directors
Worthington Armstrong Venture:
We have audited the accompanying consolidated balance sheets of Worthington Armstrong Venture and subsidiaries (the Company) as
of December 31, 2011 and 2010, and the related consolidated statements of income, partners deficit and comprehensive income, and
cash flows for each of the years in the three-year period ended December 31, 2011. These consolidated financial statements are the
responsibility of the Companys management. Our responsibility is to express an opinion on these consolidated financial statements
based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for designing audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Companys internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Worthington Armstrong Venture and subsidiaries as of December 31, 2011 and 2010, and the results of their operations and their cash
flows for each of the years in the three-year period ended December 31, 2011, in conformity with U.S. generally accepted accounting
principles.
/s/ KPMG LLP
Philadelphia, Pennsylvania
February 17, 2012
1
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WORTHINGTON ARMSTRONG VENTURE
Consolidated Balance Sheets
December 31, 2011 and 2010
(in thousands)
2011

2010

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net
Inventory, net
Other current assets

$42,545
32,629
38,834
1,030

45,533
30,615
35,086
1,265

Total current assets
Property, plant, and equipment, net
Goodwill
Other assets

115,038
32,831
2,030
1,343

112,499
33,417
2,053
235

Total assets

$151,242

148,204

$16,532
5,952
1,310

14,529
6,466
1,077

23,794

22,072

285
237,000
4,701

159
150,000
4,438

Total long-term liabilities

241,986

154,597

Total liabilities

265,780

176,669

Partners deficit:
Contributed capital
Accumulated deficit
Accumulated other comprehensive loss


(110,835)
(3,703 )


(27,060 )
(1,405 )

Total partners deficit

(114,538)

(28,465 )

Liabilities and Partners Deficit
Current liabilities:
Accounts payable
Accrued expenses
Taxes payable
Total current liabilities
Long-term liabilities:
Deferred income taxes
Long-term debt
Other long-term liabilities

Total liabilities and partners deficit

$151,242

See accompanying notes to consolidated financial statements.
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148,204

WORTHINGTON ARMSTRONG VENTURE
Consolidated Statements of Income
Years ended December 31, 2011, 2010, and 2009
(in thousands)
2011

Net sales
Cost of sales

2010

2009

$367,177
(211,472)

332,165
(194,657)

307,938
(189,083)

155,705
(28,157 )

137,508
(28,108 )

118,855
(23,441 )

127,548

109,400

95,414

Other income (expense)
Interest income
Interest expense

(133
)
620
(1,319 )

204
33
(1,398

254
120
(2,005

Income before income tax expense
Income tax expense

126,716
(2,991 )

108,239
(2,430 )

93,783
(1,005 )

105,809

92,778

Gross margin
Selling, general, and administrative expenses

Net income

$123,725

See accompanying notes to consolidated financial statements.
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WORTHINGTON ARMSTRONG VENTURE
Consolidated Statements of Partners Deficit and Comprehensive Income
Years ended December 31, 2011, 2010, and 2009
(in thousands)
Contributed capital
The

Balance, January 1, 2009
Net income
Distributions
Change in pension plan
Foreign currency translation adjustments

Accumulated

Armstrong

Worthington

other

Total

Ventures,

Steel

Accumulated

comprehensive

partners

Comprehensive

Inc.

Company

deficit

income (loss)

deficit

income

$ 











(13,117 )
92,778
(107,000 )



(43


528
1,122

Balance, December 31, 2009





(27,339

Net income
Distributions
Change in pension plan
Foreign currency translation adjustments











Balance, December 31, 2010



Net income
Distributions
Change in pension plan
Foreign currency translation adjustments
Balance, December 31, 2011

(13,160 )
92,778
(107,000)
528
1,122

$ 118,970
92,778

528
1,122

1,607

(25,732 )

$ 94,428

105,809
(105,530 )





(560
(2,452

)
)

105,809
(105,530)
(560
)
(2,452 )

$ 105,809

(560
(2,452



(27,060

)

(1,405

)

(28,465 )

$ 102,797











123,725
(207,500 )





(919
(1,379

)
)

123,725
(207,500)
(919
)
(1,379 )

$ 123,725

(919
(1,379

$ 



(110,835 )

(3,703

)

(114,538)

$ 121,427

)

See accompanying notes to consolidated financial statements.
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WORTHINGTON ARMSTRONG VENTURE
Consolidated Statements of Cash Flows
Years ended December 31, 2011, 2010, and 2009
(in thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Deferred income taxes
Changes in assets and liabilities:
Change in accounts receivable
Change in inventory
Change in accounts payable and accrued expenses
Other
Net cash provided by operating activities

2011

2010

$123,725

105,809

92,778

3,909
61

3,711
(414

4,057
292
(2,024
(3,831
2,121
(1,007

)
)
)

123,333

Cash flows from investing activities:
Purchases of property, plant, and equipment
Sale of property, plant, and equipment
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from revolving credit facility
Issuance of long-term debt
Repayment of revolving line of credit
Financing cost
Distributions paid

(3,145
(4,187
4,553
945

2009

)
)

107,945

)

6,209
15,276
(2,989 )
(2,779 )
111,792

(4,331
161

)

(3,802
31

)

(7,380
282

)

(4,170

)

(3,771

)

(7,098

)

187,000
50,000
(150,000)
(1,189 )
(207,500)







(105,530)



(107,000)

(121,689)

(105,530)

(107,000)

Effect of exchange rate changes on cash and cash equivalents

(462

(1,908

819

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

(2,988 )
45,533

Net cash used in financing activities

)

)

(3,264 )
48,797

(1,487 )
50,284

Cash and cash equivalents at end of year

$42,545

45,533

48,797

Supplemental disclosures:
Interest paid
Income taxes paid

$1,131
3,094

1,376
1,134

2,391
3,876

See accompanying notes to consolidated financial statements.
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WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)
(1)

Description of Business
Worthington Armstrong Venture (the Company) is a general partnership, formed in June 1992, between Armstrong Ventures, Inc.
(Armstrong), a subsidiary of Armstrong World Industries, Inc., and The Worthington Steel Company (Worthington), a Delaware
corporation (a subsidiary of Worthington Industries, Inc.). Its business is to manufacture and market suspension systems for
commercial and residential ceiling markets throughout the world. The Company has manufacturing plants located in the United
States, France, Spain, the United Kingdom, the Peoples Republic of China, and India.

(2)

Summary of Significant Accounting Policies
(a)

Use of Estimates
These consolidated financial statements are prepared in accordance with accounting principles generally accepted in the
United States of America (U.S. GAAP) and include management estimates and judgments, where appropriate. Actual results
could differ from those estimates. Significant items subject to such estimates and assumptions include the carrying amount of
property, plant, and equipment and goodwill, valuation allowances for receivables and inventories, and assets and obligations
related to employee benefits.
The consolidated financial statements include the accounts of the Company and its subsidiaries. All significant intercompany
transactions have been eliminated.

(b)

Revenue Recognition
The Company recognizes revenue from the sale of products when title transfers, generally on the date of shipment and
collection of the relevant receivable is probable. At the time of shipment, a provision is made for estimated applicable
discounts and losses that reduce revenue. Sales with independent U.S. distributors of products to major home center retailers
are recorded when the products are shipped from the distributors locations to these retailers.
Sales taxes collected from customers and remitted to governmental authorities are accounted for on a net basis and, therefore,
are excluded from revenues in the consolidated statements of income.

(c)

Advertising Costs
The Company recognizes advertising expense as incurred. Advertising expense was $744, $867, and $1,015 for the years
ended December 31, 2011, 2010, and 2009, respectively.

(d)

Research and Development Expenditures
The Company recognizes research and development expense as expenditures are incurred. Total research and development
expense was $3,276, $3,442, and $3,623 for the years ended December 31, 2011, 2010, and 2009, respectively.
6 (Continued)
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WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)
(e)

Taxes
The Company is a general partnership in the United States, and accordingly, generally, U.S. federal and state income taxes
are the responsibility of the two general partners. Deferred income tax assets and liabilities are recognized for foreign
subsidiaries for taxes estimated to be payable in future years based upon differences between the financial reporting and tax
bases of assets and liabilities. Deferred tax assets and liabilities are determined using enacted rates expected to apply to
taxable income in the years the temporary differences are expected to be recovered or settled. The Company recognizes the
effect of uncertain income tax positions only if those positions are more likely than not of being sustained. Recognized
income tax positions are measured at the largest amount that is greater than 50% likely of being realized. Changes in
recognition or measurement are reflected in the period in which the change in judgment occurs.

(f)

Cash and Cash Equivalents
Short-term cash investments that have original maturities of three months or less when purchased are considered to be cash
equivalents.

(g)

Trade Accounts Receivable
Trade accounts receivable are recorded at the invoiced amount and do not bear interest. The Company maintains an
allowance for doubtful accounts for estimated losses inherent in its accounts receivable portfolio. In establishing the required
allowance, management considers historical losses, current receivables aging, and existing industry and national economic
data. Account balances are charged off against the allowance after all means of collection have been exhausted and the
potential for recovery is considered remote. The Company does not have any off-balance-sheet credit exposure related to its
customers.

(h) Inventories
Inventories are valued at the lower of cost or market. Cost is determined on the first-in, first-out method.
(i)

Long-Lived Assets
Property, plant, and equipment are stated at cost, with accumulated depreciation and amortization deducted to arrive at net
book value. Depreciation charges are determined generally on the straight-line basis over the useful lives as follows:
buildings, 30 years; machinery and equipment, 5 to 15 years; and leasehold improvements over the shorter of 10 years or the
life of the lease. Impairment losses are recorded when indicators of impairment are present and the undiscounted cash flows
estimated to be generated by those assets are less than the assets carrying amount. If an impairment exists, the asset is
reduced to fair value.

(j)

Goodwill
Goodwill represents the excess of the aggregate purchase price over the fair value of the net assets acquired in a purchase
business combination. Goodwill is tested for impairment at least annually.
7 (Continued)
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WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)
The impairment tests performed in 2011, 2010, and 2009 did not result in an impairment of the Companys goodwill.
(k)

Foreign Currency Translation and Transactions
For subsidiaries with functional currencies other than the U.S. dollar, income statement items are translated into dollars at
average exchange rates throughout the year and balance sheet items are translated at year-end exchange rates. Gains or losses
on foreign currency transactions are recognized in other income, net in the accompanying consolidated statements of income.
Gains and losses on foreign currency translation are recognized in accumulated other comprehensive income in the
accompanying consolidated balance sheets.

(3)

Accounts Receivable
The Company sells its products to select, preapproved customers whose businesses are directly affected by changes in
economic and market conditions. The Company considers these factors and the financial condition of each customer when
establishing its allowance for losses from doubtful accounts. The allowance for doubtful accounts was $1,031 and $1,062 at
December 31, 2011 and 2010, respectively.

(4)

Inventory

Finished goods
Goods in process
Raw materials
Supplies
Total inventories
(5)

2011

2010

$16,159
91
19,284
3,300

14,602
24
17,341
3,119

$38,834

35,086

Property, Plant, and Equipment

Land
Buildings
Machinery and equipment
Computer software
Construction in process

2011

2010

$1,809
16,779
74,856
1,033
2,920

1,901
17,099
74,679
978
1,859

97,397
(64,566)

Accumulated depreciation and amortization
Total property, plant, and equipment, net

$32,831

96,516
(63,099)
33,417

Depreciation and amortization expense was $4,057, $3,909, and $3,711 in 2011, 2010, and 2009, respectively.
8 (Continued)
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WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)

(6)

Goodwill
Goodwill increased (decreased) by $(23), $(192), and $15 during 2011, 2010, and 2009, respectively, due to foreign currency
translation.

(7)

Fair Value of Financial Instruments
The Company does not hold or issue financial instruments for trading purposes.
The carrying amounts of cash and cash equivalents, accounts receivable, and accounts payable approximate their fair value due to
the short-term maturity of these instruments. The carrying value and estimated fair value of debt was $237,000 and $237,000,
respectively, at December 31, 2011. The carrying value and estimated fair value of debt was $150,000 and $150,000, respectively,
at December 31, 2010.
The fair value of the Companys debt is based on the amount of future cash flows discounted using rates the Company would
currently be able to realize for similar instruments of comparable maturity.
Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants at the
measurement date. U.S. GAAP establishes a three-level fair value hierarchy that prioritizes the inputs used to measure fair value.
The three levels of inputs used to measure fair value are as follows:
Level 1  Quoted prices in active markets for identical assets or liabilities.
Level 2  Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar assets and liabilities in
active markets; quoted prices for identical or similar assets and liabilities in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data.
Level 3  Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the
assets or liabilities. This includes certain pricing models, discounted cash flow methodologies, and similar techniques that use
significant unobservable inputs.
Assets measured at fair value on a recurring basis are summarized below:
Quoted active markets
(Level 1)

Assets:
Money market investments (included within cash and cash equivalents)

9 (Continued)
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2011

2010

$19,433

24,717

$19,433

24,717

WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)
The Company adopted the section within ASC Topic 820  Fair Value Measurements and Disclosures, that relates to determining
the fair value of nonfinancial assets and liabilities as of January 1, 2009. This did not have a material impact on the financial
statements.
The Company does not have any significant financial or nonfinancial assets or liabilities that are valued using Level 2 or 3 inputs.
(8)

Debt
Prior to December 20, 2011, the Companys amended and restated line-of-credit facility (Legacy Facility) provided a revolving
line of credit of $150,000 bearing interest from 0.69% to 0.89%. On December 20, 2011, the Company entered into a $225,000
revolving credit facility (Facility) with PNC Bank and other lenders that expires in December 2014. As of December 31, 2011,
there was $187,000 outstanding under the Facility. The Company can borrow at rates with a range over LIBOR of 1.25% to
2.00%, depending on the Companys leverage ratio, as defined by the terms of the Facility. As of December 31, 2011, the rate was
2.05%. The proceeds were used to pay off the outstanding $150,000 balance under the Legacy Facility and to provide additional
capital. The Facility is unsecured. At December 31, 2010, there was $150,000 outstanding under the Legacy Facility.
On December 23, 2011, the Company issued $50,000 of 10-year private placement notes (Senior Notes) with Prudential Insurance
Company that mature in December 2021. At December 31, 2011 there was $50,000 outstanding on the 10-year notes. The Senior
Notes bear interest at 4.9% that is paid on a quarterly basis.
The debt agreements contain certain restrictive financial covenants, including, among others, interest coverage and leverage ratios.
The Company was in compliance with its covenants during the years and as of December 31, 2011 and 2010.

(9)

Pension Benefit Programs
The Company contributes to the Worthington Industries Deferred Profit Sharing Plan for eligible U.S. employees. Cost for this
plan was $1,053, $868, and $824 for 2011, 2010, and 2009, respectively.
The Company contributes to government-related pension programs in a number of foreign countries. The cost for these plans
amounted to $415, $356, and $329 for 2011, 2010, and 2009, respectively.
The Company also has a U.S. defined benefit pension plan for eligible hourly employees that worked in its former manufacturing
plant located in Malvern, Pennsylvania. This plan was curtailed in January 2004 due to the consolidation of the Companys East
Coast operations, which eliminated the expected future years of service for participants in the plan.
10 (Continued)
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WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)
The following table sets forth the defined benefit pension plans benefit obligations, fair value of plan assets, and funded status at
December 31, 2011 and 2010:
2011

2010

Projected benefit obligation at beginning of year
Interest cost
Actuarial loss
Benefits paid

$9,081
468
1,018
(650 )

8,436
503
774
(632 )

Projected benefit obligation at end of year

$9,917

9,081

2011

2010

$9,917
5,853

9,081
5,637

Funded status at end of year

$(4,064)

(3,444)

Amounts recognized in the balance sheets consist of:
Other long-term liabilities
Accumulated other comprehensive loss

$(4,064)
5,324

(3,444)
4,405

$1,260

961

Benefit obligation at December 31
Fair value of plan assets as of December 31

Net amount recognized

Amounts recognized in accumulated other comprehensive loss represent unrecognized net actuarial losses.
The components of net periodic benefit cost (benefit) are as follows:
2011

Interest cost
Expected return on plan assets
Recognized net actuarial loss
Net periodic benefit cost

2010

2009

$468
(399)
264

503
(430)
238

507
(411)
247

$333

311

343

The accumulated benefit obligation for the U.S. defined benefit plan was $9,917 and $9,081 at December 31, 2011 and 2010,
respectively.
The unrecognized net loss for the defined benefit pension plan that will be amortized from accumulated other comprehensive income
into net periodic benefit cost over the next fiscal year is $200.
11 (Continued)
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WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)
Weighted average assumptions used to determine benefit obligations for the years ended and as of December 31, 2011 and 2010 are as
follows:
2011

2010

Weighted average assumptions for the year ended December 31:
Discount rate
Expected long-term rate of return on plan assets

5.30%
8.00

6.10%
8.00

Weighted average assumptions as of December 31:
Discount rate
Expected long-term rate of return on plan assets

4.40%
8.00

5.30%
8.00

Pension plan assets are required to be disclosed at fair value in the consolidated financial statements. Fair value is defined in note 7 
Fair Value of Financial Instruments.
The U.S. defined benefit pension plan assets fair value measurement level within the fair value hierarchy is based on the lowest level
of any input that is significant to the fair value measurement. Valuation techniques used need to maximize the use of observable inputs
and minimize the use of unobservable inputs.
The following tables set forth by level within the fair value hierarchy a summary of the plans assets measured at fair value on a
recurring basis as of December 31, 2010:
2011
Fair value based on
Quoted active
Fair value

Investment:
Cash and money market funds
Corporate bonds
U.S. government and agency issues
Common stocks

Observable

markets

inputs

(Level 1)

(Level 2)

$ 568
720
580
3,985

568


3,985


720
580


$ 5,853

4,553

1,300
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WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)
2010
Fair value based on

Fair value

Investment:
Cash and money market funds
Corporate bonds
U.S. government and agency issues
Common stocks

Quoted active

Observable

markets

inputs

(Level 1)

(Level 2)

$ 250
700
664
4,023

250


4,023


700
664


$ 5,637

4,273

1,364

Following is a description of the valuation methodologies used for assets measured at fair value. There have been no changes in the
methodologies used at December 31, 2011 and 2010.
Cash: Consists of cash and cash equivalents. The carrying amounts of cash and cash equivalents approximate fair value due to the shortterm maturity of these instruments.
Money market funds: The money market investment consists of an institutional investor money market fund, valued at the funds net
asset value (NAV), which is normally calculated at the close of business daily. The funds assets are valued as of this time for the
purpose of computing the funds NAV.
Corporate bonds and U.S. government and agency issues: Consist of investments in individual corporate bonds or government bonds.
These bonds are each individually valued using a yield curve model, based on observable inputs, that may also incorporate available
trade and bid/ask spread data where available.
Common stocks: Consist of investments in common stocks that are valued at the closing price reported on the active market on which
the individual security is traded.
In developing the 8% expected long-term rate of return assumption, the Company considered its historical returns and reviewed asset
class return expectations and long-term inflation assumptions.
The primary investment objective of the defined benefit pension plan is to achieve long-term growth of capital in excess of 8% annually,
exclusive of contributions or withdrawals. This objective is to be achieved through a balanced portfolio comprising equities, fixed
income, and cash investments.
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WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)
Each asset class utilized by the defined benefit pension plan has a targeted percentage. The following table shows the asset
allocation target and the December 31, 2011 and 2010 position:
Position at December 31
Target weight

Equity securities
Fixed income securities
Cash and equivalents

65
35


2011

%

68
22
10

2010

%

71
24
5

%

The Company made contributions of $632, $333, and $271 to the U.S. defined benefit pension plan in 2011, 2010, and 2009,
respectively. The Company expects to contribute $1,096 to the plan in 2012.
The benefits expected to be paid in each of the next four years and in the aggregate for the five years thereafter are shown in the
following table:
Expected future payments for the year
ending December 31:

2011
2012
2013
2014
20152020

$645
640
640
635
3,580

The expected benefits are based on the same assumptions used to measure the Companys benefit obligation at December 31,
2011.
(10) Income Taxes
The Company is a general partnership in the United States, and accordingly, generally, U.S. federal and state income taxes are the
responsibility of the two general partners. Therefore, no income tax provision has been recorded on U.S. income. There are no
significant differences between the statutory income tax rates in foreign countries where the Company operates and the income tax
provision recorded in the income statements. No deferred taxes, including withholding taxes, have been provided on the
unremitted earnings of foreign subsidiaries as the Companys intention is to invest these earnings permanently.
Deferred tax balances recorded on the balance sheets relate primarily to depreciation, tax-deductible goodwill, and accrued
expenses. In 2011, the provision for income tax expense (benefit) was $2,991 comprising $2,870 current and $121 deferred. In
2010, the provision for income tax expense (benefit) was $2,430 comprising $2,446 current and ($16) deferred. In 2009, the
provision for income tax expense (benefit) was $1,005 comprising $1,391 current and ($386) deferred.
The Company is open for tax examination by foreign taxing authorities for various jurisdictions from 2006-2010. We have no
reserve related to these tax years.
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WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)
(11) Leases
The Company rents certain real estate and equipment. Several leases include options for renewal or purchase and contain clauses
for payment of real estate taxes and insurance. In most cases, management expects that in the normal course of business, leases
will be renewed or replaced by other leases. Minimum rent payments under operating leases are recognized on a straight-line basis
over the term of the lease including any periods of free rent. Rent expense during 2011, 2010, and 2009 amounted to $2,393,
$2,458, and $2,418, respectively.
Future minimum payments by year and in the aggregate for operating leases having noncancelable lease terms in excess of
one year are as follows:
Year:

2012
2013
2014
2015
2016 thereafter

$2,670
2,626
1,354
641
1,535

Total

$8,826

(12) Accumulated Other Comprehensive Income
The balances for accumulated other comprehensive income are as follows:
2011

Foreign currency translation
Change in pension plan
Total accumulated other comprehensive loss

2010

$1,621
(5,324)

3,000
(4,405)

$(3,703)

(1,405)

(13) Related Parties
Armstrong provides certain selling, promotional, and administrative processing services to the Company for which it receives
reimbursement. Armstrong purchases grid products from the Company, which are then resold along with Armstrong inventory to
the customer.

Services provided by Armstrong
Sales to Armstrong

2011

2010

2009

$14,998
93,043

15,158
78,526

14,194
66,782
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WORTHINGTON ARMSTRONG VENTURE
Notes to Consolidated Financial Statements
December 31, 2011 and 2010
(In thousands)
No amounts were owed to Armstrong as of December 31, 2011 or 2010. Armstrong owed the Company $2,043 and $2,000 for
purchases of product for the same periods, respectively, which are included in accounts receivable.
Worthington provides certain administrative processing services, steel processing services, and insurance-related coverages to the
Company for which it receives reimbursement.

Administrative services by Worthington
Insurance-related coverage net of premiums by Worthington
Steel processing services by Worthington

2011

2010

2009

$464
509
1,626

432
585
1,619

435
456
1,536

The Company owed $778 and $623 to Worthington as of December 31, 2011 and 2010, respectively, which are included in
accounts payable.
(14) Legal Proceedings
The Company is involved in various claims and legal actions arising in the ordinary course of business. In the opinion of
management, the ultimate disposition of these matters will not have a material adverse effect on the Companys consolidated
financial position, results of operations, or liquidity.
(15) Subsequent Events
Management has evaluated subsequent events through the date the annual consolidated financial statements were available to be
issued, February 17, 2012.
16
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Subsequent Event

12 Months Ended
Dec. 31, 2011

Subsequent Event [Abstract]
Subsequent Event
NOTE 33. SUBSEQUENT EVENT
In February 2012, our Board of Directors approved the construction of a mineral fiber
ceiling plant in Russia. Total capital spending is expected to be approximately $100
million. The spending will be incurred through 2015 with the majority of the spending in
2013.
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12 Months Ended
Dec. 31, 2011

Shareholders' Equity
Shareholders' Equity
[Abstract]
Shareholders' Equity

NOTE 27. SHAREHOLDERS' EQUITY
There were no treasury shares at December 31, 2011 or December 31, 2010.
The balance of each component of accumulated other comprehensive (loss), net of tax
as of December 31, 2011 and 2010 is presented in the table below.
December
31,
2010

December 31,
2011
Foreign currency translation adjustments $ 23.1
Derivative (loss), net
(14.0
(424.1
Pension and postretirement adjustments
Accumulated other comprehensive (loss) $ (415.0

$ 24.7
(5.0
(345.4

)
)

) $ (325.7

)

)
)

The amounts and related tax effects allocated to each component of other
comprehensive income (loss) for 2011, 2010, and 2009 are presented in the table below.
Pre -tax
Amount

2011

Foreign currency translation adjustments$ (1.6
Derivative (loss), net
(14.4
Pension and postretirement adjustments (122.3
Total other comprehensive (loss)

$ (138.3

Tax Benefit
)
) $ 5.4
) 43.6

$ (1.6
(9.0
(78.7

)
)
)

) $ 49.0

$ (89.3

)

Pre -tax
Amount

Tax (Expense)

2010
Foreign currency translation adjustments$ 0.3
Derivative gain (loss), net
0.7
Pension and postretirement adjustments (28.4
1.1
Purchase of non-controlling interest

$ (0.6
(0.2
) (0.8

$ (26.3

) $ (1.6

Total other comprehensive (loss)

-

Pre -tax
Amount

2009
Foreign currency translation adjustments$ 38.3
Derivative gain (loss), net
(1.6
Pension and postretirement adjustments 37.9
Total other comprehensive income

$ 74.6
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After tax
Amount

) $ (0.3
) 0.5
) (29.2
1.1

)

) $ (27.9

)

Tax (Expense)

)

After tax
Amount

)

After tax
Amount

$ (3.9
(0.6
(19.1

) $ 34.4
) (2.2
) 18.8

$ (23.6

) $ 51.0

)

12 Months Ended
Dec. 31, 2011

Financial Instruments
Financial Instruments
[Abstract]
Financial Instruments

NOTE 19. FINANCIAL INSTRUMENTS
We do not hold or issue financial instruments for trading purposes. The estimated fair
values of our financial instruments are as follows:
December 31, 2011
Carrying
amount
Assets/(Liabilities), net:
Total debt, including current
portion
Foreign currency contract
obligations
Natural gas contracts
Interest rate swap contracts

December 31, 2010

Estimated
Fair Value

Carrying
amount

$ (843.0

) $ (835.2

) $ (874.9

1.1

1.1

(9.3
(14.0

)
)

(9.3
(14.0

)
)

Estimated
Fair Value

) $ (882.8

)

(7.0

)

(7.0

)

(5.5
-

)

(5.5
-

)

The carrying amounts of cash and cash equivalents of $480.6 million at December 31,
2011 (made up of bank deposits), receivables, accounts payable and accrued expenses,
short-term debt and current installments of long-term debt approximate fair value
because of the short-term maturity of these
instruments. The fair value estimates of long-term debt were based upon quotes from a
major financial institution of recently observed trading levels of our Term Loan B debt.
The fair value estimates of foreign currency contract obligations are estimated from
market quotes provided by a well recognized national market data provider. The fair
value estimates of natural gas contracts are estimated using internal valuation models
with verification by obtaining quotes from major financial institutions. For swap
transactions, fair value is calculated using NYMEX market quotes provided by a well
recognized national market data provider. For option based strategies, fair value is
calculated using an industry standard Black-Scholes model with market based inputs,
including but not limited to, underlying asset price, strike price, implied volatility,
discounted risk free rate and time to expiration, provided by a well recognized national
market data provider. The fair value estimates for interest rate swap contracts are
estimated by obtaining quotes from major financial institutions with verification by
internal valuation models.
As of December 31, 2011 and 2010, we had $1.5 million and $30.0 million, respectively,
of restricted cash held by a trustee related to the construction of our Millwood, West
Virginia mineral wool plant. The trustee has invested the cash in money market
investments. The carrying value on our balance sheet approximates the fair value
because of the short-term maturity of the instruments.
Refer to Note 18 for a discussion of fair value and the related inputs used to measure
fair value.
Assets and liabilities measured at fair value on a recurring basis are summarized below:
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December 31, 2011

December 31, 2010

Fair value based on

Fair value based on

Quoted,
active
markets
Level 1
Assets/(Liabilities), net:
Foreign currency contract
obligations
Natural gas contracts
Interest rate swap contracts

Other
observable
inputs
Level 2

$ 1.1
-

Quoted,
active
markets
Level 1

$ (9.3
(14.0

$ (7.0
)
)

-

Other
observable
inputs
Level 2

)

$ (5.5
-

We do not have any financial assets or liabilities that are valued using Level 3
(unobservable) inputs.
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Earnings Per Share
Earnings Per Share
[Abstract]
Earnings Per Share

12 Months Ended
Dec. 31, 2011

NOTE 31. EARNINGS PER SHARE
Earnings per share components may not add due to rounding.
The following table is a reconciliation of net earnings to net earnings attributable to
common shares used in our basic and diluted EPS calculations for the years ended
December 31, 2011, 2010, and 2009:
2011

2010

Net earnings
$ 112.4
Net earnings allocated to participating
(0.8
non-vested share awards
Net earnings attributable to common
$ 111.6
shares

$
)

11.0
-

$

11.0

2009
$ 77.7
(0.4

)

$ 77.3

The following table is a reconciliation of basic shares outstanding to diluted shares
outstanding for the years ended December 31, 2011, 2010, and 2009 (shares in
millions):
2011
Basic shares outstanding
58.3
Dilutive effect of stock option awards0.5
58.8
Diluted shares outstanding

2010

2009

57.7
0.5

56.8
0.2

58.2

57.0

Options to purchase 218,765, 259,773 and 1,080,847 shares of common stock were
outstanding as of December 31, 2011, 2010 and 2009, respectively, but not included in
the computation of diluted earnings per share, because the options were anti-dilutive.
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12 Months Ended
Dec. 31, 2011

Nature Of Operations
Nature Of Operations
[Abstract]
Nature Of Operations

NOTE 3. NATURE OF OPERATIONS
Building Products — produces suspended mineral fiber, soft fiber and metal ceiling systems for use in commercial, institutional and residential
settings. In addition, our Building Products segment sources complementary ceiling products. Our products, which are sold worldwide, are
available in numerous colors, performance characteristics and designs, and offer attributes such as acoustical control, rated fire protection and
aesthetic appeal. Commercial ceiling materials and accessories are sold to ceiling systems contractors and to resale distributors. Residential
ceiling products are sold in North America primarily to wholesalers and retailers (including large home centers). Suspension system (grid)
products manufactured by Worthington Armstrong Venture ("WAVE") are sold by both us and WAVE.
Resilient Flooring — produces and sources a broad range of floor coverings primarily for homes and commercial and institutional buildings.
Manufactured products in this segment include vinyl sheet, vinyl tile and linoleum flooring. In addition, our Resilient Flooring segment sources
and sells laminate flooring products, vinyl tile products, vinyl sheet products, adhesives, and installation and maintenance materials and
accessories. Resilient Flooring products are offered in a wide variety of types, designs, and colors. We sell these products worldwide to
wholesalers, large home centers, retailers, contractors and to the manufactured homes industry.
Wood Flooring — produces and sources wood flooring products for use in new residential construction and renovation, with some commercial
applications in stores, restaurants and high-end offices. The product offering includes pre-finished solid and engineered wood floors in various
wood species, and related accessories. Virtually all of our Wood Flooring sales are in North America. Our Wood Flooring products are
generally sold to independent wholesale flooring distributors and large home centers.
Cabinets — produces kitchen and bathroom cabinetry and related products, which are used primarily in the U.S. residential new construction
and renovation markets. Through our system of Company-owned and independent distribution centers and through direct sales to builders, our
Cabinets segment provides design, fabrication and installation services to single and multi-family homebuilders, remodelers and consumers.
All of Cabinets' sales are in the U.S.
Unallocated Corporate — includes assets, liabilities, income and expenses that have not been allocated to the business units. Balance sheet
items classified as Unallocated Corporate are primarily income tax related accounts, cash and cash equivalents, the Armstrong brand name,
the U.S. prepaid pension cost and long-term debt. Expenses for our corporate departments and certain benefit plans are allocated to the
reportable segments based on known metrics, such as specific activity, headcount, or net sales. The remaining items, which cannot be
attributed to the reportable segments without a high degree of generalization, are reported in Unallocated Corporate.

For the year ended 2011
Net sales to external customers
$
Equity (earnings) from joint venture
(1)
Segment operating income (loss)
Restructuring charges
Segment assets
Depreciation and amortization
Asset impairments
Investment in joint venture
Capital additions

For the year ended 2010
Net sales to external customers
$
Equity (earnings) from joint venture
(1)
Segment operating income (loss)
Restructuring charges
Segment assets
Depreciation and amortization
Asset impairments
Investment in joint venture
Capital additions

For the year ended 2009
Net sales to external customers
$
Equity (earnings) from joint venture
(1)
Segment operating income (loss)
Segment assets
Depreciation and amortization
Asset impairments
Investment in joint venture
Capital additions

Building
Products
1,237.5
(54.9

Resilient
Flooring
)

$ 1,002.3
-

Wood
Flooring
$ 483.3
-

226.1

15.8

43.4

1.5
935.6
57.8

6.8
575.9
32.3
2.2
43.1

(0.2
329.5
10.5
0.7
9.8

141.0
101.5

Building
Products
1,135.5
(45.0

Resilient
Flooring
$ 1,013.2
)
-

(45.8

3.2
931.4
62.5

13.9
582.6
38.6
2.1
24.0

0.9
340.7
26.4
22.4
12.2

-

Building
Products
1,087.7
(40.0

Resilient
Flooring
)

$ 1,031.7
-

(5.9

966.0
61.5

645.2
45.2
3.0
0.1
50.5

410.3
14.9
18.0
10.3

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

46.3
2.2
0.4
0.5

-

$ 138.6
)

(6.4
47.9
2.0
3.0

$ 150.2
)

(18.3
53.2
7.2
2.5

)

0.9
1,107.4
11.0
6.7

-

Total
$ 2,766.4
(45.0

) (50.8

)

4.0
1,019.8
13.8
6.1
5.8

1,227.9
18.0
10.0

)

81.1
22.0
2,922.4
143.3
30.6
188.6
92.7

Unallocated
Corporate

) (41.2

)

239.2
9.0
2,994.7
113.8
3.3
141.0
161.6

Unallocated
Corporate

Cabinets

Total
$ 2,859.5
(54.9

) (45.4

Cabinets

$ 510.4
-

0.1

-

)

Wood
Flooring

155.9

194.5
31.8

(0.7

$ 479.1
-

13.1

188.6
47.7

$ 136.4
-

Wood
Flooring

171.0

Unallocated
Corporate

Cabinets

Total
$ 2,780.0
(40.0

)

90.6
3,302.6
146.8
21.0
194.6
105.1

)

(1)

Segment operating income (loss) is the measure of segment profit or loss reviewed by the chief operating decision maker. The sum of the segments' operating income (loss)

equals the total consolidated operating income as reported on our income statement. The following reconciles our total consolidated operating income to earnings before income
taxes. These items are only measured and managed on a consolidated basis:

2011
Segment operating income

2010

$ 239.2

$ 90.6
17.7

Interest expense

48.5

21.2

Other non-operating expense

1.4

1.2

Other non-operating (income)

(3.8
$ 193.1

Earnings before income taxes

)

2009

$ 81.1

(8.0

0.9
)

$ 66.7

(3.2

)

$ 75.2

Accounting policies of the segments are the same as those described in the summary of significant accounting policies.
The sales in the table below are allocated to geographic areas based upon the location of the customer.
Geographic Areas
Net trade sales
Americas:
United States
Canada
Other Americas

$1,798.1 $1,742.4 $1,810.5
179.6
179.4
152.0
42.9
39.5
30.1

Total Americas

$2,020.6 $1,961.3 $1,992.6

Europe:
Germany
United Kingdom
Other Europe

$147.8
85.6
317.0

$146.3
79.9
334.0

$154.7
94.1
347.3

Total Europe

$550.4

$560.2

$596.1

Pacific Rim:
Australia
China
Other Pacific Rim

$86.1
73.6
128.8

$85.3
57.1
102.5

$63.4
47.2
80.7

Total Pacific Rim

$288.5

$244.9

$191.3

Total net trade sales

$2,859.5 $2,766.4 $2,780.0

2011

2010

2009

Property, plant and equipment, net
at December 31
Americas:
United States
Other Americas

$656.3 $635.7
1.9
6.0

Total Americas

$658.2 $641.7

Europe:
Germany
Other Europe

$113.7 $115.2
43.1
44.3

Total Europe

$156.8 $159.5

Pacific Rim:
China
Other Pacific Rim

$58.3
29.6

$28.4
25.3

Total Pacific Rim

$87.9

$53.7

Total property, plant and equipment, net

$902.9 $854.9

2011

2010

Impairment testing of our tangible assets occurs whenever events or changes in circumstances indicate that the carrying amount of the assets
may not be recoverable.
During the third quarter of 2011, we recorded an asset impairment charge of $2.2 million in selling, general and administrative ("SG&A")
expense for a European Resilient Flooring office building. The fair value was determined by management estimates of market prices based
upon information available, including offers received from potential buyers of the property (considered Level 3 inputs in the fair value hierarchy
as described in Note 18 to the Consolidated Financial Statements).
During the fourth quarter of 2011, we recorded asset impairment charges of $1.1 million in SG&A expense for two previously occupied
manufacturing facilities. We have been actively pursuing a sale of
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both facilities. The fair values were determined by management estimates and independent market valuations based on information available
at that time. The valuation information included sales of similar facilities and estimates of market prices (considered Level 2 inputs in the fair
value hierarchy) for these assets.
The Wood Flooring business recorded operating losses in 2010 and 2009 primarily due to non-cash impairment charges of $22.4 million and
$18.0 million, respectively. The 2010 operating loss also included restructuring charges. See Note 15 to the Consolidated Financial Statements
for further information on our restructuring charges. The Wood Flooring business had positive cash flows for both 2011 and 2010. There were
no indicators of impairment for the tangible assets of the Wood Flooring business in 2011 and 2010.
During 2010, management decided to exit our corporate flight operations. As a result, we recorded a $6.1 million impairment charge in SG&A
expense. The fair value was determined by management estimates and an independent valuation based on information available at that time.
The valuation information included sales of similar equipment and estimates of market prices (considered Level 2 inputs in the fair value
hierarchy) for these assets. We sold the corporate aircraft in the fourth quarter of 2010.
During the first quarter of 2010, we announced that one of our European metal ceilings manufacturing facilities would be shut down, which
prompted us to perform an impairment test for this asset group. The carrying amount of the tangible assets was determined to be recoverable
as the projected undiscounted cash flows exceeded the carrying value. We sold the facility in the third quarter of 2010.
During the second quarter of 2010, we recorded an asset impairment charge of $2.1 million in SG&A expense for a European Resilient
Flooring warehouse facility due to the decline in the commercial property sector. The fair value was determined by management estimates of
market prices available at that time. This data included sales and leases of comparable properties within similar real estate markets
(considered Level 3 inputs in the fair value hierarchy). We sold the warehouse in the first quarter of 2011.
During the third quarter of 2010, we decided to close a ceilings plant, one of our previously idled Wood Flooring plants, portions of another
previously idled Wood Flooring plant, and a Resilient Flooring facility. These facilities were shut down in 2010 or 2011. We concluded that an
indicator of impairment existed for these asset groups, which prompted us to perform impairment analyses for these asset groups. In each
case the carrying amount of the tangible assets was determined to be recoverable as the projected undiscounted cash flows, or estimated fair
value of the assets, exceeded the carrying value.
In the third quarter of 2010, we announced our intention to exit the residential flooring business in Europe. We concluded that an indicator of
impairment existed which prompted us to perform an impairment analysis. The carrying amount of the tangible assets was determined to be
recoverable as the estimated fair value of the assets exceeded the carrying value. We sold the assets related to this business during the fourth
quarter of 2010.
The Cabinets business incurred operating losses beginning in 2008 and continuing through 2011. In 2009, 2010 and 2011 the carrying amount
of the tangible assets was determined to be recoverable as the projected undiscounted cash flows exceeded the carrying value.
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Other Long-Term Liabilities
Other Long-Term Liabilities
[Abstract]
Other Long-Term Liabilities

12 Months Ended
Dec. 31, 2011

NOTE 23. OTHER LONG-TERM LIABILITIES
December 31,
2011
Long-term deferred compensation
arrangements
Long-term portion of derivative liabilities
U.S. workers' compensation
Postemployment benefit liabilities
Environmental liabilities
Other
Total other long-term liabilities
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$ 24.8

December
31,
2010
$ 27.9

16.1
10.3
8.0
7.3
12.4

12.2
8.1
8.3
13.8

$ 78.9

$ 70.3

Product Warranties
Product Warranties
[Abstract]
Product Warranties

12 Months Ended
Dec. 31, 2011

NOTE 22. PRODUCT WARRANTIES
We provide direct customer and end-user warranties for our products. These warranties
cover manufacturing defects that would prevent the product from performing in line with
its intended and marketed use. The terms of these warranties vary by product and
generally provide for the repair or replacement of the defective product. We collect and
analyze warranty claims data with a focus on the historic amount of claims, the products
involved, the amount of time between the warranty claims and their respective sales and
the amount of current sales.
The following table summarizes the activity for the accrual of product warranties for
December 31, 2011 and 2010:
2011
Balance at beginning of year
$
Reductions for payments
Current year warranty accruals
Preexisting warranty accrual changes
Effects of foreign exchange translation
$
Balance at end of year

11.9
(16.5
17.2
(0.4
(0.1
12.1

2010
$ 14.1
)
(18.1
16.3
)
(0.2
)
(0.2

)
)
)

$ 11.9

The warranty provision and related reserve are recorded as a reduction of sales and
accounts receivable.
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12 Months Ended
Share-Based Compensation
Plans
Dec. 31, 2011
Share-Based Compensation
Plans [Abstract]
Share-Based Compensation
NOTE 24. SHARE-BASED COMPENSATION PLANS
Plans
The 2006 Long-Term Incentive Plan ("2006 Plan") authorized us to issue stock options,
stock appreciation rights, restricted stock awards, stock units, performance-based
awards and cash awards to officers and key employees, and was scheduled to terminate
on October 2, 2016. On June 24, 2011 our shareholders approved an amendment and
restatement of the 2006 Plan, resulting in the 2011 Long-Term Incentive plan (the
"LTIP"). The 2006 Plan originally authorized up to 5,349,000 shares of common stock for
issuance, and the amendment authorizes an additional 1,600,000 shares of common
stock for issuance, for a total of 6,949,000, which includes all shares that have been
issued under the 2006 Plan. The amendment also extends the expiration date of the
LTIP to June 24, 2021, after which time no further awards may be made. As of
December 31, 2011, 3,092,490 shares were available for future grants under the LTIP
plan.
For grants made between our Chapter 11 emergence on October 2, 2006 and October
17, 2006, options were granted to purchase shares at a price equal to the volume
weighted average closing price of the shares for the period October 18, 2006 through
October 31, 2006. For grants made on or after October 18, 2006, options were granted
to purchase shares at prices equal to the closing market price of the shares on the dates
the options were granted. The options generally become exercisable in two to four years
and expire 10 years from the date of grant.
In August 2009, TPG and the Asbestos PI Trust entered into an agreement whereby
TPG purchased 7,000,000 shares of AWI common stock from the Asbestos PI Trust,
and acquired an economic interest in an additional 1,039,777 shares from the Asbestos
PI Trust. The Asbestos PI Trust and TPG together hold more than 60% of AWI's
outstanding shares and have entered into a shareholders' agreement pursuant to which
the Asbestos PI Trust and TPG have agreed to vote their shares together on certain
matters. Under the terms of the 2006 Plan, a change in control occurred as a result of
the Asbestos PI Trust and TPG agreement, causing the accelerated vesting of all
unvested share-based compensation. The non-cash charge to earnings related to this
accelerated vesting was $31.6 million and was recorded within SG&A expenses in the
third quarter of 2009.
Year Ended December 31, 2011
WeightedWeightedaverage
Aggregate
average
remaining
intrinsic
exercise contractual
value
term
price
(millions)
(years)

Number of
shares
(thousands)
Option shares outstanding at
beginning of period
Options granted
Option shares exercised

1,978.4
476.5
(359.5
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$ 24.02
)

41.64
(21.33

)

$ 8.7

Options forfeited
(66.1
(5.1
Options expired
Option shares outstanding at end of
2,024.2
period

)
)

(34.89
(22.55

)
)

$ 28.30

7.0

$ 31.6

23.08

5.6

$ 23.9

27.94

6.9

$ 31.2

Option shares exercisable at end of
1,149.1
period
Option shares vested and expected
1,953.2
to vest

Year Ended December 31, 2010
WeightedWeightedaverage
Aggregate
average
remaining
intrinsic
exercise contractual
value
term
price
(millions)
(years)

Number of
shares
(thousands)
Option shares outstanding at
beginning of period
Options granted
Option adjustment for December
dividend
Option shares exercised
Options forfeited
Option shares outstanding at end of
period

1,627.5

$ 25.87

526.5

37.22

463.6

24.01

(615.4
(23.8

)
)

1,978.4

(21.55
(38.06

)
)

$ 13.2

$ 24.02

6.9

$ 37.5

21.78

5.7

$ 28.1

23.95

6.9

$ 37.2

Option shares exercisable at end of
1,323.7
period
Option shares vested and expected
1,950.7
to vest

We have reserved sufficient authorized shares to allow us to issue new shares upon
exercise of all outstanding options. When options are actually exercised, we may issue
new shares, use treasury shares (if available), acquire shares held by investors, or a
combination of these alternatives in order to satisfy the option exercises. The total grant
date fair value of options exercised during the year ended December 31, 2011 was $3.8
million. Cash proceeds received from options exercised for the year ended December
31, 2011 were $7.7 million.
The fair value of option grants was estimated on the date of grant using the BlackScholes option pricing model. The weighted average assumptions for the years 2011,
2010 and 2009 are presented in the table below.
2011
Weighted-average grant date fair value of
options
granted (dollars per option)
$ 17.32
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2010

$ 15.44

2009

$ 4.77

Assumptions
Risk free rate of return
Expected volatility
Expected term (in years)
Expected dividend yield

2.4
39.5
6.0
0.0

%
%
%

2.8
38.1
6.1
0.0

%
%
%

2.1
32.7
6.0
0.0

%
%
%

The risk free rate of return is determined based on the implied yield available on zero
coupon U.S. Treasury bills at the time of grant with a remaining term equal to the
expected term of the option. Because reorganized Armstrong's stock has only been
trading since the fourth quarter of 2006, the expected volatility is established based on
an average of the actual historical volatilities of the stock prices of a peer group of
companies. The expected life is the midpoint of the average vesting period and the
contractual life of the grant. For the same reasons mentioned earlier we are using an
allowable simplified method to determine an appropriate expected term for our option
valuation assumptions. The expected dividend yield is assumed to be zero because, at
the time of each grant, we had no plans to declare a dividend. The assumptions outlined
above are applicable to all option grants.
Under the terms of the 2006 Plan, the Management Development and Compensation
Committee of our Board of Directors is required to make equitable adjustments to stock
option grants if there is a change in our capital structure. The special cash dividend in
December 2010 qualified as a change to our capital structure under the terms of the
2006 Plan. We used the Black-Scholes option pricing model to determine the fair value
of the awards before and after the special cash dividend, using consistent assumptions
for the risk free rate of return, expected term, expected volatility and expected dividend
yield. The stock prices used in the before and after calculations were $52.86 (the NYSE
volume weighted average stock price on December 10, 2010, the day before the exdividend date) and $40.59 (the NYSE volume weighted average stock price on
December 13, 2010, the ex-dividend date), respectively. For all option grants, the fair
value of the award before and after the dividend remained the same. Therefore, there
was no incremental cost recognized in our financial statements due to these award
modifications. The following changes were made to the options outstanding as a result
of this change:
Pre-Dividend Grant Terms
Number of
Shares
Options granted in 2006 707,535
Options granted in 2007 64,100

Exercise
Price
$ 29.37
39.88

Post-Dividend Grant Terms
Number of
Shares
921,281
83,452

Options granted in 2008 151,904

28.45 – 36.74 197,834

Options granted in 2009 107,779

13.46

Options granted in 2010 502,682

34.13 – 38.06 654,673

140,371

Exercise
Price
$ 22.55
30.62
21.85 –
28.21
10.34
26.21 –
29.23

We have also granted restricted stock and restricted stock units. These awards generally
had vesting periods of two to four years at the grant date. A summary of the 2011 and
2010 activity related to these awards follows:
Non-Vested Stock Awards
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Weightedaverage fair
value at grant
date

Number of
Shares
January 1, 2010
Granted
72,951
Vested
Forfeited
December 31, 201072,951
Granted
72,104
Vested
(13,482
(3,396
Forfeited

$ 36.52
$ 36.52
41.56
)
36.38
)
41.47

December 31, 2011128,177

$ 39.20

In addition to options and restricted stock and restricted stock units, we have also
granted performance restricted stock and performance restricted stock units. These
awards generally had vesting periods of two to four years at the grant date. A summary
of the 2011 and 2010 activity related to these awards follows:
Non-Vested Performance Stock
Awards
Weightedaverage fair
value at grant
date

Number of
Shares
January 1, 2010
Granted
290,950
Vested
Performance premium11,064
(29,987
Forfeited
December 31, 2010
Granted
Vested
Forfeited
December 31, 2011

272,027
162,756
(3,311
(63,093
368,379

)

$ 38.09
38.19
38.06

)
)

$ 38.09
41.66
40.67
38.67
$ 39.54

In 2011, we granted both restricted stock awards and performance based awards to the
participants in our long term incentive plan. The restricted stock awards entitle the
recipient to a specified number of shares of Armstrong's common stock provided the
prescribed three year service period is fulfilled. The performance based stock awards
entitle the recipient to a specified number of shares of Armstrong's common stock
provided the defined financial targets are achieved at the end of 2013. In 2010, we
granted predominantly performance based stock awards to the participants in our long
term incentive plan. These awards entitled the recipient to a specified number of shares
of Armstrong's common stock provided the defined financial targets were achieved in
2010, and the subsequent two year service period is fulfilled. The financial performance
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targets were met. In addition to these awards, we granted our Chief Executive Officer
performance restricted stock units vesting equally on December 31, 2012 and
2013, provided that specified stock price targets are achieved. During 2011, the
performance target for the grant vesting December 31, 2012 was achieved.
In addition to the equity awards described above, as of December 31, 2011 we had
20,616 fully-vested phantom shares outstanding for non-employee directors under the
2006 Phantom Stock Unit Plan. These awards are settled in cash and generally had
vesting periods of one to three years. The awards are generally payable six months
following the director's separation from service. The total liability recorded for these
shares as of December 31, 2011 was $1.4 million. The awards under the 2006 Phantom
Stock Unit Plan are not reflected in the Non-Vested Stock Awards tables above. The
2006 Phantom Stock Unit Plan is still in place; however, no additional shares will be
granted under that plan.
During 2008, we adopted the 2008 Directors Stock Unit Plan. At December 31, 2011 and
2010, there were 105,427 and 119,763 restricted stock units, respectively, outstanding
under the 2008 Directors Stock Unit Plan. In 2011 and 2010, we granted 22,590 and
59,981 restricted stock units, respectively, to non-employee directors. These awards
generally have vesting periods of one to three years, and as of December 31, 2011 and
2010, 68,879 and 72,147 shares, respectively, were vested but not yet delivered. The
awards are generally payable six months following the director's separation from service.
During 2011, we released 28,884 shares to five retired directors and, in 2010, we
released 61,084 shares to four retired directors. Additionally, as a result of these
retirements, the directors forfeited 8,042 shares and 20,916 shares in 2011 and 2010,
respectively. The awards granted under the 2008 Directors Stock Unit Plan are not
reflected in the Non-Vested Stock Awards tables above.
We recognize share-based compensation expense on a straight-line basis over the
vesting period. Share-based compensation cost was $11.2 million ($7.5 million net of tax
benefit) in 2011; $5.6 million ($3.7 million net of tax benefit) in 2010, and $38.9 million
($29.6 million net of tax benefit), including the impact of the accelerated vesting, in 2009.
Share-based compensation expense is recorded as a component of SG&A expenses.
The benefits of tax deductions in excess of grant date fair value from the exercise of
stock options and vesting of share-based awards for the years ended December 31,
2011 and 2010 was $3.0 million and $2.9 million, respectively. To the extent the vesting
date value is greater than the grant date value, the excess tax benefit is a credit to
additional paid in capital ("APIC"), but only if it reduces income tax currently payable.
Due to our NOL, the credit to APIC will be suspended until the NOL is fully utilized.
As of December 31, 2011, there was $17.5 million of total unrecognized compensation
cost related to non-vested share-based compensation arrangements. That cost is
expected to be recognized over a weighted-average period of 1.8 years.
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12 Months Ended
Dec. 31, 2011

Employee Compensation
Employee Compensation
[Abstract]
Employee Compensation

NOTE 25. EMPLOYEE COMPENSATION
Employee compensation is presented in the table below. Charges for severance costs
and early retirement incentives to terminated employees that were otherwise recorded
as restructuring charges have been excluded.
2011
Wages, salaries and incentive
compensation
Payroll taxes
Pension expense (credits), net
Insurance and other benefit costs
Share-based compensation
Total

2010

$ 578.0
61.4
(0.8
51.7
11.2
$ 701.5

2009

$ 627.6
)

64.3
(24.3
59.0
5.6
$ 732.2

$ 623.4
)

64.7
(31.4
69.1
38.3

)

$ 764.1

The significant reduction in wages and salaries from 2010 to 2011 is primarily due to our
on-going headcount reduction efforts. In addition, 2010 included $11.2 million for
severance and related expenses to reflect the separation costs for our former Chairman
and Chief Executive Officer.
The net pension credit has significantly decreased due to a change in the discount rate
and a decrease in the expected return on assets assumption. See Note 18 to the
Consolidated Financial Statements for further information.
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Summary Of Significant
Accounting Policies
Summary Of Significant
Accounting Policies
[Abstract]
Summary Of Significant
Accounting Policies

12 Months Ended
Dec. 31, 2011

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Consolidation Policy. The consolidated financial statements and accompanying data in
this report include the accounts of AWI and its majority-owned subsidiaries. All
significant intercompany transactions have been eliminated from the consolidated
financial statements.
Use of Estimates. These financial statements are prepared in accordance with U.S.
generally accepted accounting principles. The statements include management
estimates and judgments, where appropriate. Management utilizes estimates to record
many items including asset values, allowances for bad debts, inventory obsolescence
and lower of cost or market charges, warranty, workers' compensation, general liability
and environmental claims and income taxes. When preparing an estimate, management
determines the amount based upon the consideration of relevant information.
Management may confer with outside parties, including outside counsel. Actual results
may differ from these estimates.
Revenue Recognition. We recognize revenue from the sale of products when persuasive
evidence of an arrangement exists, title and risk of loss transfers to the customers,
prices are fixed and determinable, and it is reasonably assured the related accounts
receivable is collectible. Our sales terms primarily are FOB shipping point. We have
some sales terms that are FOB destination. Our products are sold with normal and
customary return provisions. Sales discounts are deducted immediately from the sales
invoice. Provisions, which are recorded as a reduction of revenue, are made for the
estimated cost of rebates, promotional programs and warranties. We defer recognizing
revenue if special sales agreements, established at the time of sale, warrant this
treatment.
Sales Incentives. Sales incentives are reflected as a reduction of net sales.
Shipping and Handling Costs. Shipping and handling costs are reflected in cost of goods
sold.
Advertising Costs. We recognize advertising expenses as they are incurred.
Research and Development Costs. We recognize research and development costs as
they are incurred.
Pension and Postretirement Benefits. We have benefit plans that provide for pension,
medical and life insurance benefits to certain eligible employees when they retire from
active service. See Note 18 to the Consolidated Financial Statements for disclosures on
pension and postretirement benefits.
Taxes. The provision for income taxes has been determined using the asset and liability
approach of accounting for income taxes to reflect the expected future tax
consequences of events recognized in the financial statements. Deferred income tax
assets and liabilities are recognized by applying enacted tax rates to temporary
differences that exist as of the balance sheet date which result from differences in the
timing of reported taxable income between tax and financial reporting.
We record valuation allowances to reduce our deferred income tax assets if it is more
likely than not that some portion or all of the deferred income tax assets will not be
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realized. For tax benefits that may be challenged by a taxing authority, we make an
assessment of whether the position is more likely than not to be sustained upon an
examination by the taxing authorities. Based on this analysis, we record the impact of
these uncertain tax positions, including penalties and interest in the period in which such
determination is made.
Taxes collected from customers and remitted to governmental authorities are reported
on a net basis.
Earnings per Common Share. Basic earnings per share is computed by dividing the
earnings by the weighted average number of shares of common stock outstanding
during the period. Diluted earnings per common share reflects the potential dilution of
securities that could share in the earnings.
Cash and Cash Equivalents. Cash and cash equivalents include cash on hand and
short-term investments that have maturities of three months or less when purchased.
Concentration of Credit. We principally sell products to customers in the building
products industries in various geographic regions. No one customer accounted for 10%
or more of our total consolidated net sales in the years 2011, 2010, and 2009. We
monitor the creditworthiness of our customers and generally do not require collateral.
Receivables. We sell the vast majority of our products to select, pre-approved customers
using customary trade terms that allow for payment in the future. Customer trade
receivables, customer notes receivable and miscellaneous receivables (which include
supply related rebates and claims to be received, unpaid insurance claims from litigation
and other), net of allowances for doubtful accounts, customer credits and warranties are
reported in accounts and notes receivable, net. Notes receivable from divesting certain
businesses are included in other current assets and other non-current assets based
upon the payment terms. Cash flows from the collection of current receivables are
classified as operating cash flows on the consolidated statements of cash flows. Cash
flows from the collection of non-current receivables are classified as investing cash flows
on the consolidated statements of cash flows.
We establish credit-worthiness prior to extending credit. We estimate the recoverability
of receivables each period. This estimate is based upon triggering events and new
information in the period, which can include the review of any available financial
statements and forecasts, as well as discussions with legal counsel and the
management of the debtor company. As events occur, which impact the collectability of
the receivable, all or a portion of the receivable is reserved. Account balances are
charged off against the allowance when the potential for recovery is considered remote.
We do not have any off-balance-sheet credit exposure related to our customers.
Inventories. Inventories are valued at the lower of cost or market. Inventories also
include certain samples used in ongoing sales and marketing activities. See Note 7 to
the Consolidated Financial Statements for further information on our accounting for
inventories.
Property and Depreciation. Depreciation charges for financial reporting purposes are
determined on a straight-line basis at rates calculated to provide for the full depreciation
of assets at the end of their useful lives. Machinery and equipment includes
manufacturing equipment (depreciated over 3 to 15 years), computer equipment (3 to 5
years) and office furniture and equipment (5 to 7 years). Within manufacturing
equipment, assets that are subject to quick obsolescence or wear out quickly, such as
tooling and engraving equipment, are depreciated over shorter periods (3 to 7 years).
Heavy production equipment, such as conveyors and production presses, are
depreciated over longer periods (15 years). Buildings are depreciated over 15 to 30
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years, depending on factors such as type of construction and use. Computer software is
depreciated over 3 to 7 years.
Property, plant and equipment are tested for impairment when indicators of impairment
are present, such as operating losses and/or negative cash flows. If an indication of
impairment exists, we compare the carrying amount of the asset group to the estimated
undiscounted future cash flows expected to be generated by the assets. The estimate of
an asset group's fair value is based on discounted future cash flows expected to be
generated by the asset group, or based on management's estimated exit price assuming
the assets could be sold in an orderly transaction between market participants, or
estimated salvage value if no sale is assumed. If the fair value is less than the carrying
value of the asset group, we record an impairment charge equal to the difference
between the fair value and carrying value of the asset group. Impairments of assets
related to our manufacturing operations are recorded in cost of goods sold. When assets
are disposed of or retired, their costs and related depreciation are removed from the
financial statements, and any resulting gains or losses normally are reflected in cost of
goods sold or selling, general and administrative ("SG&A") expenses.
Asset Retirement Obligations. We recognize the fair value of obligations associated with
the retirement of tangible long-lived assets in the period in which they are incurred. Upon
initial recognition of a liability, the discounted cost is capitalized as part of the related
long-lived asset and depreciated over the corresponding asset's useful life. Over time,
accretion of the liability is recognized as an operating expense to reflect the change in
the liability's present value.
Intangible Assets. We periodically review significant definite-lived intangible assets for
impairment when indicators of impairment exist. We review our businesses for indicators
of impairment such as operating losses and/or negative cash flows. If an indication of
impairment exists, we compare the carrying amount of the asset group to the estimated
undiscounted future cash flows expected to be generated by the assets. The estimate of
an asset group's fair value is based on discounted future cash flows expected to be
generated by the asset group, or based on management's estimated exit price assuming
the assets could be sold in an orderly transaction between market participants. If the fair
value is less than the carrying value of the asset group, we record an impairment charge
equal to the difference between the fair value and carrying value of the asset group.
Our indefinite-lived intangibles are primarily trademarks and brand names, which are
integral to our corporate identity and expected to contribute indefinitely to our cash flows.
Accordingly, they have been assigned an indefinite life. We perform annual impairment
tests during the fourth quarter on these indefinite-lived intangibles. These assets
undergo more frequent tests if an indication of possible impairment exists.
The principal assumptions utilized in our impairment tests for definite-lived intangible
assets include operating profit adjusted for depreciation and amortization and discount
rate. The principal assumptions utilized in our impairment tests for indefinite-lived
intangible assets include revenue growth rate, discount rate and royalty rate. Revenue
growth rate and operating profit assumptions are consistent with those utilized in our
operating plan and strategic planning processes. The discount rate assumption is
calculated based upon an estimated weighted average cost of equity which reflects the
overall level of inherent risk and the rate of return a market participant would expect to
achieve. Methodologies used for valuing our intangible assets did not change from prior
periods.
See Note 11 to the Consolidated Financial Statements for disclosure on intangible
assets.
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Foreign Currency Transactions. Assets and liabilities of our subsidiaries operating
outside the United States which account in a functional currency other than U.S. dollars
are translated using the period end exchange rate. Revenues and expenses are
translated at exchange rates effective during each month. Foreign currency translation
gains or losses are included as a component of accumulated other comprehensive (loss)
within shareholders' equity. Gains or losses on foreign currency transactions are
recognized through the statement of earnings.
Financial Instruments and Derivatives. From time to time, we use derivatives and other
financial instruments to offset the effect of currency, interest rate and commodity price
variability. See Notes 19 and 20 to the Consolidated Financial Statements for further
discussion.
Share-based Employee Compensation. For awards with only service and performance
conditions that have a graded vesting schedule, we recognize compensation expense on
a straight-line basis over the vesting period for the entire award. For awards with market
conditions, we recognize compensation expense over the derived service period. See
Note 24 to the Consolidated Financial Statements for additional information on sharebased employee compensation.
Subsequent Events. We have evaluated subsequent events for potential recognition and
disclosure through the date the consolidated financial statements included in the Annual
Report on Form 10-K were issued.
Recently Adopted Accounting Standards
During 2010, we adopted guidance which is now part of Accounting Standards
Codification ("ASC") 820, "Fair Value Measurements and Disclosures". The guidance
requires disclosures of the amounts of assets and liabilities transferred into and out of
Levels 1 and 2, along with a description of the reasons for the transfers. The new
guidance also requires additional disclosures related to activity presented for Level 3
measurements. These provisions were effective for us as of January 1, 2010 except for
the additional disclosures related to activities for Level 3 measurements which were
effective for us as of January 1, 2011. There was no impact on our financial statements
from the adoption of this guidance.
During 2010, we adopted guidance which is now part of ASC 815, "Derivatives and
Hedging". The guidance clarifies the scope exception for embedded credit related
derivatives. The provisions were effective for us as of January 1, 2011. There was no
impact on our financial statements from the adoption of this guidance.
During 2010, we adopted guidance which is now part of ASC 310, "Receivables". The
guidance increases the disclosure requirements regarding the credit quality of financing
receivables and the allowance for credit losses. Some of the provisions were effective
for us as of December 31, 2010 and others were effective January 1, 2011. There was
no impact on our financial statements from the adoption of this guidance.
In September 2011, the Financial Accounting Standards Board ("FASB") issued new
guidance that is now part of ASC 350: "Intangibles – Goodwill and Other". The new
guidance permits an entity to first assess qualitative factors to determine whether it is
more likely than not that the fair value of a reporting unit is less than its carrying amount
as a basis for determining whether it is necessary to perform the two-step goodwill
impairment test. Because the objective of this new guidance is to simplify how entities
test for goodwill impairment, it did not have a material impact on our financial
statements.
Recently Issued Accounting Standards
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In June 2011, the FASB issued new guidance that is now part of ASC 220: "Presentation
of Comprehensive Income". The new guidance will require companies to present the
components of net income and other comprehensive income either as one continuous
statement or as two consecutive statements. It eliminates the option to present
components of other comprehensive income as part of the statement of changes in
stockholder's equity. The standard does not change the items which must be reported in
other comprehensive income. In November 2011, the FASB decided to defer the
effective
date of those changes that relate to the presentation of reclassification adjustments, but
this does not impact the effective date of the other requirements in this guidance. These
provisions are to be applied retrospectively and will be effective for us as of January 1,
2012. Because this guidance impacts presentation only, it will have no effect on our
financial condition, results of operations or cash flows.
In December 2011, the FASB issued Accounting Standards Update ("ASU") 2011-11:
"Balance Sheet –Disclosures about Offsetting Assets and Liabilities" in conjunction with
the International Accounting Standards Board's issuance of amendments to International
Financial Reporting Standard ("IFRS") 7: "Disclosures – Offsetting Financial Assets and
Financial Liabilities". The new standard requires disclosures to allow investors to better
compare financial statements prepared under U.S. GAAP with financial statements
prepared under IFRS. The guidance is to be applied retrospectively and will be effective
for us beginning January 1, 2013. Since this guidance impacts presentation only, it will
have no effect on our financial condition, results of operations or cash flows.
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12 Months Ended
Dec. 31, 2011

Leases
Leases [Abstract]
Leases

NOTE 26. LEASES
We rent certain real estate and equipment. Several leases include options for renewal or
purchase, and contain clauses for payment of real estate taxes and insurance. In most
cases, management expects that in the normal course of business, leases will be
renewed or replaced by other leases.
2011
Rent expense
$ 21.9
Sublease (income) (1.4
Net rent expense $ 20.5

2010
)

$ 24.0
(3.0
$ 21.0

2009
)

$ 25.8
(3.1 )
$ 22.7

Future minimum payments at December 31, 2011 by year and in the aggregate, having
non-cancelable lease terms in excess of one year are as follows:
Total Minimum

Sublease

Lease Payments

(Income)

Net Minimum
Lease
Payments

Scheduled minimum lease
payments
2012
2013
2014
2015
2016
Thereafter

$ 8.3
6.6
3.9
2.2
1.7
3.8

$ (1.2
(0.7
(0.4
(0.2
(0.2
(0.2

) $ 7.1
) 5.9
) 3.5
) 2.0
) 1.5
) 3.6

Total

$ 26.5

$ (2.9

) $ 23.6

Assets under capital leases at December 31, 2011 and 2010 are not material.
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Consolidated Statements Of
12 Months Ended
Earnings (USD $)
In Millions, except Per Share
Dec. 31, 2011 Dec. 31, 2010 Dec. 31, 2009
data, unless otherwise
specified
Consolidated Statements Of Earnings [Abstract]
Net sales
$ 2,859.5
$ 2,766.4
$ 2,780.0
Cost of goods sold
2,187.9
2,154.6
2,159.0
Gross profit
671.6
611.8
621.0
Selling, general and administrative expenses
478.3
531.3
552.4
Intangible asset impairment
22.4
18.0
Restructuring charges, net
9.0
22.0
Equity earnings from joint venture
(54.9)
(45.0)
(40.0)
Operating income
239.2
81.1
90.6
Interest expense
48.5
21.2
17.7
Other non-operating expense
1.4
1.2
0.9
Other non-operating (income)
(3.8)
(8.0)
(3.2)
Earnings before income taxes
193.1
66.7
75.2
Income tax expense (benefit)
80.7
55.7
(2.5)
Earnings
$ 112.4
$ 11.0
$ 77.7
Earnings per share of common stock:
Basic
$ 1.91
$ 0.19
$ 1.36
Diluted
$ 1.90
$ 0.19
$ 1.36
Average number of common shares outstanding:
Basic
58.3
57.7
56.8
Diluted
58.8
58.2
57.0
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Consolidated Statements Of
Cash Flows (USD $)
In Millions, unless otherwise
specified
Cash flows from operating activities:
Net earnings
Adjustments to reconcile net earnings to net cash provided by
operating activities:
Depreciation and amortization
Asset impairments
Deferred income taxes
Share-based compensation
Equity earnings from joint venture
U.S. pension credit
Restructuring charges, net
Restructuring payments
Changes in operating assets and liabilities:
Receivables
Inventories
Other current assets
Other noncurrent assets
Accounts payable and accrued expenses
Income tax payable
Other long-term liabilities
Other, net
Net cash provided by operating activities
Cash flows from investing activities:
Purchases of property, plant and equipment
(Acquisition) Divestiture
Restricted cash
Return of investment from joint venture
Proceeds from noncurrent note receivable
Proceeds from the sale of assets
Net cash (used for) investing activities
Cash flows from financing activities:
Proceeds from revolving credit facility and other debt
Payments on revolving credit facility and other debt
Issuance of long-term debt
Payments of long-term debt
Financing costs
Special dividend paid
Proceeds from exercised stock options
Purchase of non-controlling interest
Net cash (used for) financing activities

12 Months Ended
Dec. 31,
2011

Dec. 31,
2010

Dec. 31,
2009

$ 112.4

$ 11.0

$ 77.7

113.8
3.3
62.7
11.1
(54.9)
(26.0)
9.0
(20.0)

143.3
30.6
21.3
5.0
(45.0)
(50.9)
22.0
(7.5)

146.8
21.0
135.6
38.2
(40.0)
(58.2)

(2.0)
9.2
0.7
(3.0)
11.4
(1.8)
(15.1)
1.4
212.2

(2.9)
41.2
19.2
(25.4)
10.8
25.9
(7.9)
(0.3)
190.4

23.9
105.9
7.0
2.1
(36.9)
(147.0)
(18.6)
2.7
260.2

(150.6)
(4.2)
28.5
102.4

(92.7)
(0.6)
(30.0)
51.0
5.5
25.8
(41.0)

(105.1)
8.0

5.5
(18.4)
2.2
(25.0)
(9.1)
(7.9)
(0.3)
7.7
(32.4)
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50.0
(25.1)
839.3
(462.1)
(18.0)
(798.6)
13.3
(7.8)
(409.0)

53.5
2.6
(41.0)

(1.2)
2.4
(25.6)
(1.3)
2.3
(3.3)
(26.7)

Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental Cash Flow Disclosures:
Interest paid
Income taxes paid, net
Amounts in accounts payable for capital expenditures

3.4
164.8
315.8
480.6

5.9
(253.7)
569.5
315.8

22.0
214.5
355.0
569.5

40.5
19.9
$ 11.0

11.3
8.5

10.4
8.9
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Related Parties
Related Parties [Abstract]
Related Parties

12 Months Ended
Dec. 31, 2011
NOTE 29. RELATED PARTIES
We purchase grid products from WAVE, our 50%-owned joint venture with Worthington
Industries. The total amount of these purchases was approximately $93 million in 2011,
$79 million in 2010, and $67 million in 2009. We also provide certain selling, promotional
and administrative processing services to WAVE for which we receive reimbursement.
Those services amounted to $15.0 million in 2011, $15.2 million in 2010, and $14.2
million in 2009. The net amounts due from us to WAVE for all of our relationships were
$2.0 million at the end of both 2011 and 2010. See Note 10 to the Consolidated
Financial Statements for additional information.
We incurred approximately $3.1 million and $0.6 million in consulting fees related to
services provided by an affiliate of TPG in 2010 and 2009, respectively. There were no
consulting services provided by the TPG affiliate in 2011. The amount due from us to the
TPG affiliate was $0.6 million at the end of 2010. See Note 1 to the Consolidated
Financial Statements for additional information.
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12 Months Ended
Dec. 31, 2011

Income Taxes
Income Taxes [Abstract]
Income Taxes

NOTE 16. INCOME TAXES
The tax effects of principal temporary differences between the carrying amounts of assets and liabilities and their tax bases are summarized in
the following table. Management believes it is more likely than not that results of future operations will generate sufficient taxable income to
realize deferred tax assets, net of valuation allowances, including the remaining federal net operating losses of $88.2 million principally resulting
from payments to the Asbestos PI Trust in 2006 under the POR that may be carried forward for the remaining 16 years. In arriving at this
conclusion, we considered the profit before tax generated for the years 1996 through 2011, as well as future reversals of existing taxable
temporary differences and projections of future profit before tax.
We have provided valuation allowances for certain deferred state and foreign income tax assets, foreign tax credits and other basis adjustments
of $194.9 million. We have $1,301.3 million of state net operating loss ("NOL") carryforwards with expirations between 2012 and 2031. In
addition, we have $530.4 million of foreign NOL carryforwards, of which $498.9 million are available for carryforward indefinitely and $31.5
million expire between 2012 and 2020. In 2011, we recorded an increase in foreign tax credits of $30.4 million for a total foreign tax credit
carryforward of $118.2 million, which expires between 2012 and 2021. We also have alternative minimum tax credit carryforwards of $17.0
million which are available to reduce future federal income taxes.
Our valuation allowances increased from 2010 by a net amount of $26.8 million. This includes a net increase of $13.2 million for foreign tax
credits, a net decrease for certain deferred state income tax assets of $1.5 million, and a net increase for foreign tax loss carryforwards of $7.8
million. The valuation allowance for foreign tax credits increased by $15.7 million related to the additional foreign tax credits and decreased by
$1.5 million for carryforward expirations and the release of $1 million due to projected utilization. The decrease in the valuation allowance for
certain deferred state income tax assets of $1.5 million was primarily due to an increase in the amount of future reversals of existing taxable
temporary differences. The increase in the valuation allowance for foreign tax loss carryforwards was primarily due to additional unbenefitted
losses partially offset by a partial release due to generation of current year income and carryforward expirations. We estimate we will need to
generate future taxable income of approximately $426 million for federal income tax purposes and $1,102.4 million for state income tax
purposes during the respective realization periods in order to fully realize the net deferred income tax assets discussed above.
December 31,
2011

Deferred income tax assets (liabilities)
Postretirement benefits
Pension benefit liabilities
Net operating losses
Foreign tax credit carryforwards
Capital losses
Other
Total deferred income tax assets
Valuation allowances

$ 116.3
17.8
247.8
118.2
5.3
90.2

703.8
(168.1

)

400.7

Total deferred income tax liabilities

Deferred income taxes have been classified in the Consolidated Balance
Sheet as:
Deferred income tax assets – current
$
Deferred income tax assets – noncurrent
Deferred income tax liabilities – current
Deferred income tax liabilities – noncurrent
$
Net deferred income tax assets

Details of taxes
Earnings (loss) before income taxes:
Domestic
$
Foreign
Eliminations of dividends from foreign subsidiaries
$
Total

(253.4
(86.6
(4.8
(21.9
(5.7

)
)
)

(372.4

)

)
)

220.5
(3.9
(23.5
193.1

(259.9
(82.5
(32.0
(98.5
(20.4
(3.0

)
)
)
)
)
)

(496.3

)

$ 39.4

45.3
46.4
(2.4
(61.0

$ 20.9
45.0
)
(2.4
)
(24.1

28.3

2011

)
)

$ 39.4

2010

)
)

)

535.7

$ 28.3

Net deferred income tax assets

Total current
Deferred:

$ 122.4
14.4
375.7
97.3
4.4
89.6

595.6
(194.9

Net deferred income tax assets
Intangibles
Accumulated depreciation
Prepaid pension costs
Tax on unremitted earnings
Inventories
Other

Income tax provision (benefit):
Current:
Federal
Foreign
State

December 31,
2010

$ 229.9
(17.1
(146.1

2009

)
)

$ 75.5
(0.3

)
-

$ 66.7

$ 75.2

$ 3.1
16.7
2.7

$ 24.0
10.5
(0.1

$ (153.4
13.9
)
1.4

)

22.5

34.4

(138.1

)
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Federal
Foreign
State

54.7
(1.6
5.1

Total deferred
Total income tax expense (benefit)

22.5
(3.0
1.8

)

58.2

21.3

$ 80.7

$ 55.7

134.9
)

0.7
135.6
$ (2.5

)

During 2011, we reevaluated our position with regards to foreign unremitted earnings, as part of this review it was determined that unremitted
earnings would be permanently reinvested. Accordingly, at December 31, 2011, we had book basis (including unremitted earnings) in excess of
tax basis in the shares of certain foreign subsidiaries for which no deferred income taxes have been provided. This basis difference could
reverse through a sale of the subsidiaries, the receipt of dividends from the subsidiaries, or various other events. It is not practical to calculate
the residual income tax which would result if these basis differences reversed due to the complexities of the tax law and the hypothetical nature
of the calculations.
Reconciliation to U.S. statutory tax rate
Continuing operations tax at statutory rate
$
State income tax expense, net of federal benefit
(Decrease)/increase in valuation allowances on deferred
domestic income tax assets
Increases in valuation allowances on deferred foreign
income tax assets
Tax on foreign and foreign-source income
Permanent book/tax differences
Impact of health care reform legislation on Medicare Part
D subsidy
IRS audit settlement
Recharacterization of stock loss
Net benefit due to increase in foreign tax credits
Other
Tax on unremitted earnings
$
Tax expense (benefit) at effective rate

2011

2010

67.6
7.7

2009

$ 23.3
1.5

$ 26.3
2.2

(0.8

)

(2.2

)

(32.1

)

14.7
(2.8
0.6

)

14.9
(4.4
1.2

)

17.3
(3.7
4.7

)

(6.6
0.3
-

)

80.7

22.0
(0.6

)

$ 55.7

(12.9
(7.6
3.3
$ (2.5

)
)

)

During 2010 and 2011, we recorded $169.6 million of dividends related to foreign earnings. The receipt of the foreign dividends provided an
opportunity to elect to credit foreign taxes that were previously deducted. A tax benefit of $5.4 million was recorded to reflect the net impact of
the foreign tax credit over the tax deduction.
During March 2010, President Obama signed into law comprehensive health care reform legislation under the Patient Protection and Affordable
Care Act and the Health Care and Education Reconciliation Act of 2010 (together, the "Act"). The federal government currently provides a
partial subsidy, on a tax-free basis, to companies that provide certain retiree prescription drug benefits (the "Medicare Part D subsidy"). The Act
reduces the tax deductibility of retiree health care costs to the extent of any Medicare Part D subsidy received beginning in 2013. As a result of
this change in tax treatment, a non-cash income tax charge of approximately $22 million was recorded in the first quarter of 2010. We also
recorded a decrease of $16.1 million to noncurrent deferred income tax assets and accumulated other comprehensive income that was related
to an adjustment to the non-subsidized portion of our postretirement benefit liabilities.
In 2007, we received federal tax refunds of $178.7 million, subject to further IRS examination, resulting from the carryback of a portion of NOL's
created by the funding of the Asbestos PI Trust in October 2006. During the third quarter of 2009, the IRS completed its audit of our tax refund
claims and final approval had been received from the Joint Committee on Taxations of the U.S. Congress. Following resolution of the exam, we
recognized a net $10 million benefit for the settlement of previously unrecognized tax positions, primarily accrued interest for refunds from NOL
carryback claims. The settlement of the NOL carryover removed uncertainty regarding our ability to realize foreign tax credits related to
unremitted earnings of foreign subsidiaries that were not considered to be permanently reinvested. Therefore in the third quarter of 2009, the
valuation allowance for foreign tax credits was reduced by $31.3 million.
We have $127.2 million of Unrecognized Tax Benefits ("UTB") as of December 31, 2011, $84.4 million ($82.7 million, net of federal benefit) of
this amount, if recognized in future periods, would impact the reported effective tax rate.
It is reasonably possible that certain UTB's may increase or decrease within the next twelve months due to tax examination changes, settlement
activities, expirations of statute of limitations, or the impact on recognition and measurement considerations related to the results of published
tax cases or other similar activities. Over the next twelve months, we estimate that UTB's may decrease by $0.5 million due to statutes expiring
and increase by $2.4 million due to uncertain tax positions expected to be taken on tax returns.
We account for all interest and penalties on uncertain income tax positions as income tax expense. We reported $1.9 million of interest and
penalty exposure as accrued income tax in the Consolidated Balance Sheet as of December 31, 2011.
We conduct business globally, and as a result, we file income tax returns in the U.S., various states and international jurisdictions. In the normal
course of business we are subject to examination by taxing authorities throughout the world in such major jurisdictions as Australia, Canada,
Germany, India, the Netherlands, the United Kingdom and the United States. Generally, we have open tax years subject to tax audit on average
of between three years and six years. We have not significantly extended any open statutes of limitation for any major jurisdiction and have
reviewed and accrued for, where necessary, tax liabilities for open periods. All tax years prior to 2007 have been settled with the IRS. With few
exceptions, the statute of limitations is no longer open for U.S. federal or non-U.S. income tax examinations for the years before 2004. The tax
years 2007, 2008, 2009 and 2010 are subject to future potential tax adjustments. We have been notified of an upcoming U.S. tax examination
for 2009.
We had the following activity for UTB's for the years ended December 31, 2011, 2010 and 2009:
2011

2010

2009

Unrecognized tax benefits balance at
January 1

$

126.3
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$

57.5

$

174.4

Gross change for current year positions

4.1

71.5

Increases for prior period positions

1.4

2.5

Decrease for prior period positions

(3.9

)

Decrease due to settlements and payments

(0.7

Decrease due to statute expirations

)

6.1
29.1

(2.4

)

(149.8

)

(1.8

)

(1.9

)

(1.0

)

(0.4

)

Unrecognized tax benefits balance at
$

December 31

127.2

$

126.3

$

2011

Other taxes
Payroll taxes

$

Property, franchise and capital stock taxes

61.4
12.9
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57.5

2010
$

64.3
14.4

2009
$

64.7
16.0

Litigation And Related
Matters Environmental
Matters
Litigation And Related
Matters Environmental
Matters [Abstract]
Litigation And Related
Matters Environmental
Matters

12 Months Ended
Dec. 31, 2011

NOTE 30. LITIGATION AND RELATED MATTERS ENVIRONMENTAL MATTERS
Environmental Expenditures
Our manufacturing and research facilities are affected by various federal, state and local
requirements relating to the discharge of materials and the protection of the
environment. We make expenditures necessary for compliance with applicable
environmental requirements at each of our operating facilities. These regulatory
requirements continually change, therefore we cannot predict with certainty future
expenditures associated with compliance with environmental requirements.
Environmental Remediation
Summary
We are actively involved in the investigation and/or remediation of environmental
contamination under the Comprehensive Environmental Response, Compensation and
Liability Act ("CERCLA"), and state or international Superfund and similar type laws at
several domestically- and internationally-owned, formerly owned and non-owned
locations allegedly resulting from past industrial activity. In a few cases, we are one of
several potentially responsible parties ("PRPs") where we have agreed to jointly fund the
required investigation and remediation, while preserving our defenses to the liability. We
may also have rights of contribution or reimbursement from other parties or coverage
under applicable insurance policies.
Estimates of our future liability at the environmental sites are based on evaluations of
currently available facts regarding each individual site. We consider factors such as our
activities associated with the site, existing technology, presently enacted laws and
regulations and prior company experience in remediating contaminated sites. Although
current law imposes joint and several liability on all parties at Superfund sites, our
contribution to the remediation of these sites is expected to be limited by the number of
other companies potentially liable for site remediation. As a result, our estimated liability
reflects only our expected share. In determining the probability of contribution, we
consider the solvency of other parties, whether liability is being disputed, the terms of
any existing agreements and experience with similar matters, and the effect of our
Chapter 11 reorganization upon the validity of the claim.
Specific Material Events
In August 2010, we entered into a Consent Order with the Oregon Department of
Environmental Quality ("ODEQ"), along with Kaiser Gypsum Company, Inc. ("Kaiser"),
and Owens Corning Sales LLC ("OC"), with respect to our St. Helens, Oregon ceilings
facility, which was previously owned by Kaiser and then OC. The Consent Order, which
replaces a previous order of the ODEQ requiring us to investigate and remediate
hazardous substances present at the facility, requires that we and Kaiser complete a
remedial investigation and feasibility study ("RI/FS") on the portion of the site owned by
us. The Consent Order further requires us, Kaiser and OC to conduct an RI/FS in the
adjacent Scappoose Bay. Our current estimate of our future liability at the site relates to
the investigation work required by the Consent Order and to the currently projected cost
of possible remedies for certain portions of the site. However, neither the RI/FS for the
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portion of the property owned by us nor the Scappoose Bay is complete. At this time, we
have determined that it is probable that additional corrective action for the portion of the
property owned by us will be required. Such corrective action could result in additional
costs greater than currently estimated and, consequently, those costs may be material.
At this time, it is not possible to reasonably estimate the total costs that we may
ultimately incur with respect to the Scappoose Bay, although such amounts may be
material.
Costs and responsibilities for the RI/FS for certain portions of the St. Helens property
owned by us continue to be shared with Kaiser pursuant to an agreement between
Kaiser and us. Limited contributions are also being made by ODEQ pursuant to its
settlement with OC for OC's liabilities for the property. Contemporaneously with the
execution of the Consent Order, we, Kaiser and OC also entered into a cost allocation
agreement for the investigation and possible remediation of the Scappoose Bay.
The U.S. Environmental Protection Agency ("EPA") has listed two landfills located on a
portion of our ceilings facility in Macon, Georgia, along with the former Macon Naval
Ordnance Plant landfill adjacent to our property, and portions of Rocky Creek
(collectively the "Macon Site") as a Superfund site on the National Priorities List due to
the presence of contaminants, most notably PCBs. In September 2010 we entered into
an Administrative Order on Consent for a Removal Action with the EPA to investigate
PCB contamination in one of the landfills on our property that is a portion of the
Superfund Site. Our current estimate of our future liability includes costs for investigative
work that we agreed to perform under the EPA order. Additionally, we will ultimately incur
expenses for closure or some form of remedial action with respect to the landfill. While
those amounts are not estimable at this time, they may be material. Additionally, it is
probable that we will incur field investigation, engineering and oversight costs associated
with an RI/FS with respect to the remainder of the Superfund site, including Rocky
Creek. We, along with other parties, may also ultimately incur costs in remedying
contamination discovered during the RI/FS. At this time, it is not possible to reasonably
estimate the amounts we may ultimately incur with respect to those activities, although
such amounts may be material.
Summary of Financial Position
Liabilities of $7.3 million and $8.3 million at December 31, 2011 and December 31, 2010,
respectively, were recorded for potential environmental liabilities, on a global basis, that
we consider probable and for which a reasonable estimate of the probable liability could
be made. Where existing data is sufficient to estimate the liability, that estimate has been
used; where only a range of probable liabilities is available and no amount within that
range is more likely than any other, the lower end of the range has been used. As
assessments and remediation activities progress at each site, these liabilities are
reviewed to reflect new information as it becomes available. These liabilities are
undiscounted.
The estimated liabilities above do not take into account any claims for recoveries from
insurance or third parties. It is our policy to record probable recoveries that are either
available through settlement or anticipated to be recovered through negotiation or
litigation as assets in the Consolidated Balance Sheets. No amounts were recorded for
probable recoveries at December 31, 2011 and December 31, 2010.
Actual costs to be incurred at identified sites may vary from our estimates. Based on our
current knowledge of the identified sites, it is not possible to reasonably estimate future
costs which may exceed amounts already recognized.
CUSTOMS LITIGATION
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In 2002, we began protesting the classification and 6% duty rate then being applied by
the U.S. government on imports of our laminate flooring. After administrative denial of
several of these protests, we filed a lawsuit against the United States in the U.S. Court of
International Trade (New York), challenging the U.S. government's classification and
duty rate and its administrative denial of our protests. With the agreement of the U.S.
Department of Justice ("DOJ"), Armstrong's case was placed on the reserve calendar
pending resolution of two test cases challenging the classification and applicable duty
rate of similar laminate flooring. The test cases were decided in 2008 by the U.S. Court
of International Trade, which found in favor of the U.S. government. The plaintiffs
appealed to the U.S. Court of Appeals for the Federal Circuit. In September 2009 the
Court of Appeals reversed the decisions of the Court of International Trade and found
that the laminate flooring in the test cases should have been classified differently, and
that a 3.2% duty rate should have been applied. Upon expiration of the U.S.
government's period to file notice of further appeals, we filed a stipulation request with
the DOJ to stipulate that our case covered imports of laminate flooring which were like
goods for which the 3.2% duty rate likewise should apply. After review by U.S. Customs
and Border Protection ("Customs"), the DOJ agreed to our proposed stipulation, which
was approved by the U.S. Court of International Trade in March 2010. The stipulation
provided a refund of a portion of duties paid by us on the imported laminate flooring at
issue in the case, and further allows us to recover refunds on additional entries of
laminate flooring which were properly protested. We have sought refunds on protested
imports of laminate flooring from April 2001 through January 2007, when the
classification was corrected by statute. We received refunds in 2010 of $9.7 million. No
significant refunds were received in 2011, and no significant future refunds are
anticipated.
ANTIDUMPING AND COUNTERVAILING DUTY PETITION
In October 2010, a coalition of U.S. producers of multilayered wood flooring (not
including Armstrong) filed antidumping ("AD") and countervailing duty ("CVD") petitions
regarding multilayered hardwood flooring from China. The AD petition requested that the
Department of Commerce impose duties of up to 269% on imports of multilayered
hardwood flooring, which it claimed was needed to offset unfair pricing from Chinese
imports that injure the U.S. industry. The CVD petition requested an unspecified level of
duties be imposed on importers to offset alleged unfair subsidies provided by the
Chinese government (such as the undervaluation of the Chinese currency, various tax
benefits for foreign-invested enterprises, tax and tariff exemptions on imported
equipment, and electricity being provided at artificially low rates).
We produce multilayered wood flooring domestically and import multilayered wood
flooring from suppliers in China. We also have a plant in China that manufactures
multilayered wood flooring for export to the U.S. We are specifically mentioned in the AD
and CVD petitions as an importer. Under the U.S. AD and CVD laws, a U.S. importer
may be responsible for the payment of any antidumping and countervailing duties.
In March 2011, the U.S. Department of Commerce announced its preliminary
determination of countervailing duties on imports of engineered wood flooring from
China. The preliminary countervailing duty rate applied to shipments from our China
plant was 2.25% of import value, which was also the rate that applied to most of the
companies that cooperated in the investigation. As a result, U.S. Customs began
collecting a cash deposit (or bond) on imports of engineered wood flooring from China at
these preliminary rates. This preliminary determination became effective on April 6,
2011.
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Subsequent to the preliminary determination, the World Trade Organization ("WTO")
determined that the U.S. cannot impose on Chinese producers both countervailing
duties and treatment of China as a non-market economy for antidumping purposes. The
WTO decision echoed an earlier decision of the U.S. Court of International Trade ("CIT")
which raised questions regarding the U.S. practice. The CIT case was appealed, and on
December 19, 2011 the Court of Appeals for the Federal Circuit ruled that countervailing
duties can no longer be applied to non-market economy countries such as China. This
decision may still be appealed to the Supreme Court, or legislation could be introduced
to bring back CVD laws to non-market economy cases. At this time, the specific
implications for pending cases such as ours remain unclear.
On May 26, 2011, the Department of Commerce announced its preliminary
determination of antidumping duties on imports of engineered wood flooring from China.
Initially, the duty rate on shipments from our China plant was set at 10.88% of import
value. This rate applied to most of the companies that cooperated in the investigation.
On June 20, 2011, the Department of Commerce modified its earlier finding and reduced
the rate to 6.78%, retroactive to May 26, 2011. As a result, U.S. Customs began
collecting a cash deposit (or bond) on imports of engineered wood flooring from China at
these preliminary rates.
On October 12, 2011, the Department of Commerce announced its final determination
for both CVD and AD investigations. The final rates are 1.5% (CVD) and 3.31% (AD).
These rates will be retroactive to the dates of the preliminary determinations, and will be
credited against the preliminary rates. On November 9, 2011, the International Trade
Commission found that imports of multilayered wood flooring from China materially
injure, or threaten material injury to, the domestic industry. With this finding, U.S.
Customs finalized the means for collecting the AD and CVD duties. A number of appeals
have been filed by several parties challenging various aspects of the determinations by
both the Department of Commerce and the International Trade Commission. Armstrong
will participate in a number of these, and expects some or all of the appeals to be
consolidated.
Based on the final rates announced by the Department of Commerce, this matter is not
expected to have a material adverse effect on our results of operations, financial position
or cash flows.
DIVESTITURE DISPUTE
In 2007 we sold Tapijtfabriek H. Desseaux N.V. and its subsidiaries – the principal
operating companies in our European Textile and Sports Flooring business. Certain post
completion adjustments specified in the agreement were disputed by the parties after the
sale. The matter was referred to an independent expert for a binding determination. In
December 2008 a decision was reached with all disputed items awarded in our favor,
and payment of $8.0 million was received in January 2009. The purchaser filed an
appeal to nullify the independent expert's decision, and a hearing was held in May 2010.
Following the hearing, the court ruled in our favor on all matters in this dispute in July
2010.
OTHER CLAIMS
We are involved in various lawsuits, claims, investigations and other legal matters from
time to time that arise in the ordinary course of conducting business, including matters
involving our products, intellectual property, relationships with suppliers, distributors,
relationships with competitors, employees and other matters. While complete assurance
cannot be given to the outcome of these proceedings, we do not currently believe that
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any of these matters, individually or in the aggregate, will have a material adverse effect
on our financial condition, liquidity or results of operations.
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Programs
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Pension And Other Benefit
Programs [Abstract]
Pension And Other Benefit
NOTE 18. PENSION AND OTHER BENEFIT PROGRAMS
Programs
We have defined benefit pension plans and postretirement medical and insurance benefit plans covering eligible
employees worldwide. We also have defined-contribution pension plans for eligible employees. Benefits from
defined benefit pension plans, which cover most employees worldwide, are based primarily on an employee's
compensation and years of service. We fund our pension plans when appropriate. We fund postretirement
benefits on a pay-as-you-go basis, with the retiree paying a portion of the cost for health care benefits by means
of deductibles and contributions.
UNITED STATES PLANS
The following tables summarize the balance sheet impact of the pension and postretirement benefit plans, as
well as the related benefit obligations, assets, funded status and rate assumptions. The pension benefits
disclosures include both the qualified, funded Retirement Income Plan (RIP) and the Retirement Benefit Equity
Plan, which is a nonqualified, unfunded plan designed to provide pension benefits in excess of the limits defined
under Sections 415 and 401(a)(17) of the Internal Revenue Code.
We use a December 31 measurement date for our U.S. defined benefit plans.
2011

U.S. defined-benefit pension plans

2010

Change in benefit obligation:
Benefit obligation as of beginning of period

$ 1,867.7

$ 1,780.1

Service cost

15.6

16.4

Interest cost

92.3

96.4

Plan amendments

0.5

0.4

Actuarial loss

79.3

91.6

(122.4

Benefits paid

)

(117.2

$ 1,933.0

$ 1,867.7

$ 1,946.6

$ 1,850.3

Actual return on plan assets

113.0

210.1

Employer contribution

4.4

3.4

Benefit obligation as of end of period

)

Change in plan assets:
Fair value of plan assets as of beginning of period

(122.4

Benefits paid

)

(117.2

Fair value of plan assets as of end of period

$ 1,941.6

$ 1,946.6

Funded status of the plans

$ 8.6

$ 78.9

U.S. defined-benefit pension plans
Weighted-average assumptions used to
determine benefit obligations
at end of period:
Discount rate
Rate of compensation increase
Weighted-average assumptions used to
determine net periodic benefit cost for
the period:
Discount rate
Expected return on plan assets
Rate of compensation increase

2011

2010

4.85
3.10

%5.10
%3.10

%
%

5.10
7.25
3.10

%5.60
%8.00
%4.00

%
%
%
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)

The accumulated benefit obligation for the U.S. defined benefit pension plans was $1,913.6 million and $1,849.5
million at December 31, 2011 and 2010, respectively.
2011

U.S. pension plans with benefit obligations in excess of assets
Projected benefit obligation, December 31

2010

$ 49.4

$ 49.4

Accumulated benefit obligation, December 31

48.5

48.8

Fair value of plan assets, December 31

-

-

The components of pension credit are as follows:
U.S. defined-benefit pension plans
Service cost of benefits earned during the period$
Interest cost on projected benefit obligation
Expected return on plan assets
Amortization of prior service cost
Recognized net actuarial loss
$
Net periodic pension credit

2011
15.6
92.3
(152.5
1.9
19.2
(23.5

2010

)

$ 16.4
96.4
(167.0
1.8
4.3

)

$ (48.1

2009

)

$ 18.0
96.0
(171.2
1.8
-

)

)

$ (55.4

)

Investment Policies
The RIP's primary investment objective is to maintain the funded status of the plan such that the likelihood that
we will be required to make significant contributions to the plan is limited. This objective is to be achieved by:
• Investing a substantial portion of the plan assets in high quality corporate bonds whose duration is at
least equal to that of the plan's liabilities such that there is a relatively high correlation between the
movements of the plan's liability and asset values.
• Investing in publicly traded equities in order to increase the ratio of plan assets to liabilities over time.
• Limiting investment return volatility by diversifying among additional asset classes with differing
expected rates of return and return correlations.
• Using derivatives to either implement investment positions efficiently or to hedge risk but not to create
investment leverage.
Each asset class utilized by the RIP has a defined asset allocation target and allowable range. The table below
shows the asset allocation target and the December 31, 2011 and 2010 position for each asset class:
Target Weight at
December 31, 2011

Asset Class
Domestic equity
17
International equity 18
High yield bonds
5
Long duration bonds54
Real estate
5
Other fixed income 1

Position at December 31,
2011
2010
% 17
% 18
%5
% 53
%6
%1

% 37
% 21
%5
% 31
%5
%1

%
%
%
%
%
%

The change in position from December 31, 2010 to December 31, 2011 reflects a planned change in our
allocation targets.
Pension plan assets are required to be reported and disclosed at fair value in the financial statements. Fair value
is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in
the principal or most advantageous market for the asset or liability in an orderly transaction between market
participants on the measurement date. Three levels of inputs may be used to measure fair value:
Level 1 — Quoted prices in active markets for identical assets or liabilities.
Level 2 — Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar
assets and liabilities in active markets; quoted prices for identical or similar assets and liabilities in markets that
are not active; or other inputs that are observable or can be corroborated by observable market data.
Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the fair
value of the assets or liabilities. This includes certain pricing models, discounted cash flow methodologies and
similar techniques that use significant unobservable inputs.
The asset's fair value measurement level within the fair value hierarchy is based on the lowest level of any input
that is significant to the fair value measurement. Valuation techniques used need to maximize the use of
observable inputs and minimize the use of unobservable inputs.
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The following table sets forth by level within the fair value hierarchy a summary of the RIP's assets measured at
fair value on a recurring basis:
Value at December 31, 2011
Description

Level 1

Long duration bonds
Domestic equity

-

Level 2

Level 3

Total

$ 1,017.2

-

$ 1,017.2

$ 218.4

117.0

-

335.4

International equity

107.8

205.7

-

313.5

High yield bonds

-

98.7

-

98.7

Real estate

-

-

$ 109.8

Other investments

-

-

5.3

5.3

63.4

(1.7

-

61.7

109.8

Receivables/short term
investments/
(payables),
net
Net assets

$ 389.6

)

$ 1,436.9

$ 115.1

$ 1,941.6

Value at December 31, 2010
Description

Level 1

Long duration bonds
Domestic equity
$
International equity
High yield bonds
Real estate
Other investments
Money market investments
Receivables/short term
investments, net
$
Net assets

604.2
145.1
29.9

Level 2
$ 604.5
91.5
254.3
98.3
-

10.2

Level 3
$ 103.1
5.5
-

-

789.4

Total
$ 604.5
695.7
399.4
98.3
103.1
5.5
29.9

-

$ 1,048.6

$ 108.6

10.2
$ 1,946.6

The table below sets forth a summary of changes in the fair value of the RIP's level 3 assets for the years ended
December 31, 2010 and 2011:
Level 3 Assets Gains and Losses
Other
Investments

Real Estate
Balance, December 31, 2009 $
Realized (loss) gain
Unrealized (loss) gain
Purchases, (sales), issuances,
(settlements), net
Balance, December 31, 2010 $
Realized (loss)
Unrealized gain (loss)
Purchases, (sales), issuances,
(settlements), net
Balance, December 31, 2011 $

84.6
(1.6
9.7

)

10.4

$ 8.4
0.4
(1.5
(1.8

103.1
(1.8
12.5

$ 5.5
)
(0.2

(4.0

)

109.8

$ 5.3

Total
$ 93.0
(1.2
)
8.2
)

)

8.6

$ 108.6
(1.8
)
12.3
(4.0

)

)

$ 115.1

Following is a description of the valuation methodologies used for assets measured at fair value. There have
been no changes in the methodologies used at December 31, 2011 and 2010.
Long Duration Bonds: Consists of investments in individual corporate bonds as well as investments in registered
investment funds and common and collective trust funds investing in fixed income securities tailored to
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institutional investors. Certain corporate bonds are valued based on a compilation of primarily observable market
information or a broker quote in a non-active market. There are no readily available market quotations for
registered investment company funds or common collective trust funds. The fair value is based on the
underlying securities in the fund's portfolio which is typically the amount which the fund might reasonably expect
to receive for the security upon a current sale.
Domestic and International equity securities: Consists of investments in common and preferred stocks as well as
investments in registered investment funds investing in equities tailored to institutional investors. Common and
preferred stocks are valued at the closing price reported on the active market on which the individual securities
are traded. There are no readily available market quotations for registered investment company funds. The fair
value is based on the underlying securities in the fund's portfolio which is typically the amount which the fund
might reasonably expect to receive for the security upon a current sale.
High Yield Bonds: Consists of investments in individual corporate bonds as well as an investment in a registered
investment fund investing in fixed income securities tailored to institutional investors. Certain corporate bonds
are valued based on a compilation of primarily observable market information or a broker quote in a non-active
market. There are no readily available market quotations for registered investment company funds. The fair
value is based on the underlying securities in the fund's portfolio which is typically the amount which the fund
might reasonably expect to receive for the security upon a current sale.
Real Estate: The RIP's real estate investments are comprised of both open-end and closed-end funds. There
are no readily available market quotations for these real estate funds. The fund's fair value is based on the
underlying real estate assets held by the fund. Underlying real estate assets are valued on the basis of a
discounted cash flow approach, which includes the future rental receipts, expenses and residual values as the
highest and best use of the real estate from a market participant view. Independent appraisals may also be used
to determine fair value for the underlying assets of these funds.
Other Investments: Consists of investments in a group insurance annuity contract and a limited partnership. The
fair value for the group insurance annuity contract was determined by discounting the related cash flows based
on current yields of similar instruments with comparable durations considering the credit-worthiness of the
issuer. For our investment in the limited partnership, the majority of the partnership's underlying securities are
invested in publicly traded securities which are valued at the closing price reported on the active market on
which the individual securities are traded. The remaining other investments within the partnership are valued
based on available inputs, including recent financing rounds, comparable company valuations, and other
available data. The investment in the limited partnership is non-redeemable until the expiration of the term of the
agreement.
Money Market Investments: The money market investment consists of an institutional investor mutual fund,
valued at the fund's net asset value ("NAV") which is normally calculated at the close of business daily.
Receivables/Short Term Investments, net: Cash and short term investments consist of cash and cash
equivalents and other payables and receivables (net). The carrying amounts of cash and cash equivalents
approximate fair value due to the short-term maturity of these instruments. Other payables and receivables
consist primarily of margin on account for a fund, accrued fees and receivables related to investment positions
liquidated for which proceeds had not been received at December 31. The carrying amounts of payables and
receivables approximate fair value due to the short-term nature of these instruments.
The RIP has $1,012.1 million and $830.0 million of investments in alternative investment funds at December 31,
2011 and December 31, 2010, respectively, which are reported at fair value, and we have concluded that the net
asset value reported by the underlying fund approximates the fair value of the investment. These investments
are redeemable at NAV under agreements with the underlying funds. However, it is possible that these
redemption rights may be restricted or eliminated by the funds in the future in accordance with the underlying
fund agreements. Due to the nature of the investments held by the funds, changes in market conditions and the
economic environment may significantly impact the NAV of the funds and, consequently, the fair value of the
RIP's interest in the funds. Furthermore, changes to the liquidity provisions of the funds may significantly impact
the fair value of the RIP's interest in the funds.
Basis of Rate-of-Return Assumption
Long-term asset class return assumptions are determined based on input from investment professionals on the
expected performance of the asset classes over 10 to 20 years. The forecasts were averaged to come up with
consensus passive return forecasts for each asset class. An incremental component was added for the
expected return from active management based both on the RIP's experience and on historical information
obtained from the RIP's investment consultants. These forecast gross returns were reduced by estimated
management fees and expenses, yielding a long-term return forecast of 7.25% per annum for 2011.
U.S. defined-benefit retiree health and life
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2011

2010

insurance plans
Change in benefit obligation:
Benefit obligation as of beginning of period

$ 304.4

$ 327.5

Service cost

2.1

2.4

Interest cost

14.1

14.8

Plan participants' contributions

6.0

5.9

Plan amendments

(3.0

)

-

Effect of curtailments

(8.4

)

(1.9

)

Actuarial loss (gain)

9.8

(16.7

)

Benefits paid, gross

(29.8

(29.8

)

Medicare subsidy receipts

2.5

2.2

$ 297.7

$ 304.4

Benefit obligation as of end of period

)

Change in plan assets:
Fair value of plan assets as of beginning of period

-

Employer contribution

-

$ 21.3

$ 21.7

Plan participants' contributions

6.0

5.9

Benefits paid, gross

(29.8

Medicare subsidy receipts

2.5

)

(29.8

)

2.2

Fair value of plan assets as of end of period

$

-

$ -

Funded status of the plans

$ (297.7

U.S. defined-benefit retiree health and life

)

$ (304.4

2011

insurance plans

)

2010

Weighted-average discount rate used to
determine benefit obligations
at end of period

4.75

% 4.90

%

4.90

% 5.30

%

Weighted-average discount rate used to
determine net periodic benefit cost for
the period
The components of postretirement benefit costs are as follows:
U.S. defined-benefit retiree health and life
insurance plans
Service cost of benefits earned during the period$
Interest cost on accumulated postretirement
benefit obligation
Amortization of prior service credit
Amortization of net actuarial gain
$
Net periodic postretirement benefit cost

2011

2010

2.1
14.1
(0.1
(2.1
14.0

2009

$ 2.4

$ 1.9

14.8
)
)

16.7
-

(6.3
$ 10.9

)

(4.4

)

$ 14.2

As a result of the elimination of future benefits for certain employees, we recorded a curtailment gain of $8.4
million in 2011 in cost of goods sold. This gain is not reflected in the table above.
For measurement purposes, an average rate of annual increase in the per capita cost of covered health care
benefits of 8.1% for both pre-65 retirees and post-65 retirees was assumed for 2012, decreasing ratably to an
ultimate rate of 5% in 2019. Assumed health care cost trend rates have a significant effect on the amounts
reported for the health care plans. A one-percentage-point change in assumed health care cost trend rates
would have the following effects:
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One percentage point
Increase

U.S. retiree health and life insurance benefit plans
Effect on total service and interest cost components

Decrease

$ 0.6

Effect on postretirement benefit obligation

$ (0.5

10.9

)

(10.4

)

Amounts recognized in assets and (liabilities) at year end consist of:
Retiree Health and Life
Insurance Benefits

Pension Benefits
2011
Prepaid pension costs
$
Accounts payable and accrued
expenses
Postretirement benefit liabilities
Pension benefit liabilities
$
Net amount recognized

2010

58.0

2011

$ 128.3

(3.7

)

(3.9

-

-

(45.7

)

8.6

(45.5

2010

-

-

) $ (25.5
(272.2
)
-

) $ (26.5
)
(277.9
-

)
)

$ (297.7

) $ (304.4

)

$ 78.9

Pre-tax amounts recognized in accumulated other comprehensive income (loss) at year end consist of:
Retiree Health and Life
Insurance Benefits

Pension Benefits
2011

2010

Net actuarial (loss) gain
$ (694.1
(11.4
Prior service (cost) credit
Accumulated other comprehensive
$ (705.5
(loss) income

2011

2010

) $ (594.5
)
(12.8

) $ 45.9
)
2.8

$ 58.2
(0.1

) $ (607.3

) $ 48.7

$ 58.1

)

We expect to amortize $24.5 million of previously unrecognized prior service cost and net actuarial losses into
the pension credit in 2012. We expect to amortize $2.7 million of previously unrecognized net actuarial gains and
prior service credits into postretirement benefit cost in 2012.
We expect to contribute $3.7 million to our U.S. defined benefit pension plans and $25.5 million to our U.S.
postretirement benefit plans in 2012.
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid
over the next ten years for our U.S. plans:

Pension Benefits
2012

$

127.8

Retiree Health and
Retiree Health
Life Insurance
Medicare Subsidy
Benefits, Gross
Receipts
$

26.6

$

(1.1

)

2013

128.6

26.8

(1.2

)

2014

129.8

26.9

(1.4

)

2015

129.6

26.2

(1.4

)

2016

130.6

25.6

(1.5

)

2017-2021

669.0

114.5

(9.5

)

These estimated benefit payments are based on assumptions about future events. Actual benefit payments may
vary significantly from these estimates.
NON-U.S. PLANS
We have defined benefit pension plans covering employees in a number of foreign countries that utilize
assumptions which are consistent with, but not identical to, those of the U.S. plans. The following tables
summarize the balance sheet impact of foreign pension benefit plans, as well as the related benefit obligations,
assets, funded status and rate assumptions.
We use a December 31 measurement date for all of our non-U.S. defined benefit plans.
Non-U.S. defined-benefit plans

2011
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2010

Change in benefit obligation:
Benefit obligation as of beginning of period
Service cost
Interest cost
Plan participants' contributions
Foreign currency translation adjustment
Effect of plan settlements and curtailments
Effect of termination benefits
Actuarial loss
Benefits paid
Benefit obligation as of end of period

$ 354.6
3.6
17.9
0.8
(1.6
(1.0
15.8
(34.2

$ 385.8
5.4
18.3
1.5
)
(27.7
)
(7.7
1.3
6.1
)
(28.4

$ 355.9

$ 354.6

-

Change in plan assets:
Fair value of plan assets as of beginning of period$
Actual return on plan assets
Employer contributions
Plan participants' contributions
Foreign currency translation adjustment
Effect of settlements
Benefits paid
$
Fair value of plan assets as of end of period
Funded status of the plans

188.7
10.7
17.5
0.8
0.5
(34.2

$ 190.3
18.7
23.9
1.5
(11.7
(5.6
)
(28.4

184.0

$ 188.7

-

$ (171.9

)

)
)
)

) $ (165.9

2011

Non-U.S. defined-benefit plans

)
)

)

2010

Weighted-average assumptions used to determine
benefit obligations at end of period:
Discount rate

4.5

% 5.0

%

Rate of compensation increase

3.1

% 3.1

%

Discount rate

5.0

% 5.1

%

Expected return on plan assets

6.6

% 6.5

%

Rate of compensation increase

3.1

% 3.0

%

Weighted-average assumptions used to determine
net periodic benefit cost for the period:

2011

Non-U.S. pension plans with benefit obligations in excess of assets
Projected benefit obligation, December 31

2010

$ 354.8

$ 208.2

Accumulated benefit obligation, December 31

347.6

201.3

Fair value of plan assets, December 31

182.9

39.9

The components of pension cost are as follows:
Non-U.S. defined-benefit plans
Service cost of benefits earned during the period$
Interest cost on projected benefit obligation
Expected return on plan assets
Amortization of net actuarial loss (gain)
$
Net periodic pension cost

2011

2010

2009

3.6
17.9
(13.2
0.3

$ 5.4
18.3
(13.4
0.3

$ 5.1
19.3
(12.8
(0.9

8.6

)

$ 10.6

)

)
)

$ 10.7

Investment Policies
Each of the funded non-US pension plan's primary investment objective is to earn sufficient long-term returns on
investments both to increase the ratio of the assets to liabilities in order for the plans to meet their benefits
obligations and to minimize required cash contributions to the plans. This is to be achieved by (a) investing
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primarily in publicly-traded equities, (b) limiting return volatility by diversifying investments among additional
asset classes with differing expected rates of return and return correlations, and (c) utilizing long duration bonds
to limit the volatility of the plans' asset/liability ratios.
Each of the plans has a targeted asset allocation for each asset class. The table below shows, for each asset
class, the weighted average of the several plans' asset allocation targets and positions at December 31, 2011
and 2010:
Position at December 31,

Asset Class

Target Weight at
December 31, 2011

Equities

41

% 41

% 56

%

Long duration bonds

48

% 49

% 33

%

Other fixed income

2

% 1

% 2

%

Real estate

9

% 9

% 9

%

2011

2010

The following table sets forth by level within the fair value hierarchy a summary of our non-U.S. plan assets
measured at fair value on a recurring basis:
Value at December 31, 2011
Description

Level 1

Level 2

Total

Bonds

-

$ 93.0

$ 93.0

Equities

-

74.4

74.4

Real estate

-

15.3

15.3

-

1.3

Cash and other short term
investments

$ 1.3

Net assets

$ 1.3

$ 182.7

$ 184.0

Value at December 31, 2010
Description

Level 1

Bonds
Equities
$ 1.2
Real estate
Cash and other short term
1.5
investments
$ 2.7
Net assets

Level 2
$ 65.3
105.1
15.6

Total
$ 65.3
106.3
15.6

$ 186.0

1.5
$ 188.7

Following is a description of the valuation methodologies used for non-U.S. plan assets measured at fair value.
There have been no changes in the methodologies used at December 31, 2011 and 2010.
Bonds: Consists of investments in individual corporate bonds as well as investments in pooled funds investing in
fixed income securities tailored to institutional investors. Certain corporate bonds are valued at the closing price
reported in the active market in which the bond is traded. There are no readily available market quotations for
pooled funds. The fair value is based on the underlying securities in the fund's portfolio which is typically the
amount which the fund might reasonably expect to receive for the security upon a current sale.
Equities: Consists of investments in common and preferred stocks as well as investments in pooled funds
investing in international equities tailored to institutional investors. Equity securities are valued at the closing
price reported on the active market on which the individual securities are traded. There are no readily available
market quotations for pooled funds. The fair value is based on the underlying securities in the fund's portfolio
which is typically the amount which the fund might reasonably expect to receive for the security upon a current
sale.
Real Estate: The plans' real estate investments are comprised of pooled real estate mutual funds valued based
on a compilation of primarily observable market information or a broker quote in a non-active market.
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Cash and other Short Term Investments: Cash and short term investments consist primarily of cash and cash
equivalents, and plan receivables/payables. The carrying amounts of cash and cash equivalents and
receivables/payables approximate fair value due to the short-term nature of these instruments.
The non-U.S. pension plans have $182.2 million and $185.4 million of investments in alternative investment
funds at December 31, 2011 and December 31, 2010, respectively, which are reported at fair value. We have
concluded that the net asset value reported by the underlying fund approximates the fair value of the investment.
These investments are redeemable at net asset value under agreements with the underlying funds. However, it
is possible that these redemption rights may be restricted or eliminated by the funds in the future in accordance
with the underlying fund agreements. Due to the nature of the investments held by the funds, changes in market
conditions and the economic environment may significantly impact the net asset value of the funds and,
consequently, the fair value of the plans' interest in the funds. Furthermore, changes to the liquidity provisions of
the funds may significantly impact the fair value of the plans' interest in the funds.
Basis of Rate-of-Return Assumption
Long-term asset class return forecasts were obtained from investment professionals. The forecasts were
averaged to come up with consensus passive return forecasts for each asset class. These forecast asset class
returns were weighted by the plans' target asset class weights, yielding a long-term return forecast of 6.6% and
6.5% for the years ended December 31, 2011 and 2010, respectively.
Amounts recognized in the consolidated balance sheets consist of:

Prepaid pension costs
Accounts payable and accrued expenses$
Pension benefit liabilities
$
Net amount recognized

2011

2010

(10.9
(161.0

$ 2.4
)
(11.7
)
(156.6

)
)

(171.9

) $ (165.9

)

Pre-tax amounts recognized in accumulated other comprehensive income (loss) at year end consist of:
2011

2010

$ (25.9

) $ (11.2

)

Accumulated other comprehensive (loss)$ (25.9

) $ (11.2

)

Net actuarial (loss)

We expect to amortize $1.3 million of previously unrecognized net actuarial losses into pension cost in 2012.
The accumulated benefit obligation for the non-U.S. defined benefit pension plans was $348.8 million and
$338.7 million at December 31, 2011 and 2010, respectively.
We expect to contribute $14.9 million to our non-U.S. defined benefit pension plans in 2012.
The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid
over the next ten years:
Pension
Benefits
2012

$ 20.8

2013

19.4

2014

19.5

2015

20.9

2016

20.6

2017-2021

111.1

Costs for other worldwide defined contribution benefit plans and multiemployer pension plans were $14.1 million
in 2011, $13.2 million in 2010 and $13.3 million in 2009.
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12 Months Ended
Business And Chapter 11
Reorganization
Dec. 31, 2011
Business And Chapter 11
Reorganization [Abstract]
Business And Chapter 11
NOTE 1. BUSINESS AND CHAPTER 11 REORGANIZATION
Reorganization
Armstrong World Industries, Inc. ("AWI") is a Pennsylvania corporation incorporated in
1891. When we refer to "we", "our" and "us" in these notes, we are referring to AWI and
its subsidiaries. We use the term "AWI" when we are referring solely to Armstrong World
Industries, Inc.
In December 2000, AWI filed a voluntary petition for relief (the "Filing") under Chapter 11
of the U.S. Bankruptcy Code (the "Bankruptcy Code") in the United States Bankruptcy
Court for the District of Delaware (the "Bankruptcy Court") in order to use the courtsupervised reorganization process to achieve a resolution of AWI's asbestos-related
liability. On October 2, 2006, AWI's court-approved plan of reorganization ("POR")
became effective and AWI emerged from Chapter 11. All claims in AWI's Chapter 11
case have been resolved and closed.
On October 2, 2006, the Armstrong World Industries, Inc. Asbestos Personal Injury
Settlement Trust ("Asbestos PI Trust") was created to address AWI's personal injury
(including wrongful death) asbestos-related liability. All present and future asbestosrelated personal injury claims against AWI, including contribution claims of codefendants but excluding certain foreign claims against subsidiaries, arising directly or
indirectly out of AWI's pre-Filing use of, or other activities involving, asbestos are
channeled to the Asbestos PI Trust.
In August 2009, Armor TPG Holdings LLC ("TPG") and the Asbestos PI Trust entered
into agreements whereby TPG purchased 7,000,000 shares of AWI common stock from
the Asbestos PI Trust and acquired an economic interest in an additional 1,039,777
shares from the Asbestos PI Trust. The Asbestos PI Trust and TPG together hold more
than 60% of AWI's outstanding shares and have entered into a shareholders'
agreement, pursuant to which the Asbestos PI Trust and TPG have agreed to vote their
shares together on certain matters.
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Consolidated Balance Sheets
(USD $)
In Millions, unless otherwise
specified
Assets
Cash and cash equivalents
Accounts and notes receivable, net
Inventories, net
Deferred income taxes
Income tax receivable
Other current assets
Total current assets
Property, plant and equipment, less accumulated depreciation and amortization of $506.4 and
$482.8, respectively
Prepaid pension costs
Investment in joint venture
Intangible assets, net
Restricted cash
Deferred income taxes
Other noncurrent assets
Total assets
Liabilities and Shareholders' Equity
Short-term debt
Current installments of long-term debt
Accounts payable and accrued expenses
Income tax payable
Deferred income taxes
Total current liabilities
Long-term debt, less current installments
Postretirement benefit liabilities
Pension benefit liabilities
Other long-term liabilities
Income taxes payable
Deferred income taxes
Total noncurrent liabilities
Shareholders' equity:
Common stock, $0.01 par value per share, authorized 200 million shares; issued 58,424,691
shares in 2011 and 58,070,807 shares in 2010
Capital in excess of par value
Retained earnings (accumulated deficit)
Accumulated other comprehensive (loss)
Total equity
Total liabilities and shareholders' equity

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Dec. 31, Dec. 31,
2011
2010

$ 480.6
232.5
388.9
45.3
23.4
38.6
1,209.3

$ 315.8
229.5
398.5
20.9
20.7
35.3
1,020.7

902.9

854.9

58.0
141.0
545.1
1.5
46.4
90.5
2,994.7

130.7
188.6
556.1
30.0
45.0
96.4
2,922.4

2.0
18.1
359.6
4.0
2.4
386.1
822.9
272.2
206.7
78.9
36.7
61.0
1,478.4

25.0
10.3
340.3
4.9
2.4
382.9
839.6
277.9
202.1
70.3
34.7
24.1
1,448.7

0.6

0.6

1,467.5 1,451.2
77.1
(35.3)
(415.0) (325.7)
1,130.2 1,090.8
$ 2,994.7 $ 2,922.4

12 Months Ended
Dec. 31, 2011

Intangible Assets
Intangible Assets [Abstract]
Intangible Assets
NOTE 11. INTANGIBLE ASSETS

During the fourth quarters of 2011, 2010, and 2009, we conducted our annual impairment testing of nonamortizable intangible assets. In 2010 and 2009, our impairment analysis determined that the carrying value of
our Wood Flooring trademarks was in excess of the fair value. We determined the fair value of these intangible
assets by utilizing relief from royalty analysis that incorporated projections of revenue and cash flows. The initial
fair value for these intangible assets was determined in 2006 as part of fresh
start reporting. The fair values were negatively affected by lower expected future sales in the U.S. residential
housing market. Based on the result of the analysis, we recorded non-cash impairment charges of $22.4 million
in the fourth quarter of 2010, and $18.0 million in the fourth quarter of 2009. See Note 2 to the Consolidated
Financial Statements for a discussion of our accounting policy for intangible assets.
Further adjustments were made to the carrying value of intangibles during the fourth quarters of 2010 and 2009.
These adjustments were primarily tax-related and due to the purchase of land use rights in China.
The following table details amounts related to our intangible assets as of December 31, 2011 and 2010:
December 31, 2011
Estimated
Useful Life
Amortizing intangible assets
Customer relationships
Developed technology
Other

20 years
15 years
Various

Total
Non-amortizing intangible assets
Trademarks and brand names
Indefinite
Total other intangible assets

Gross
Carrying
Amount

Accumulated
Amortization

December 31, 2010
Gross
Carrying
Amount

Accumulated
Amortization

$ 170.7
81.1
14.6

$ 44.8
28.3
1.0

$ 170.7
80.8
11.8

$ 36.3
22.9
0.7

$ 266.4

$ 74.1

$ 263.3

$ 59.9

352.8

352.7

$ 619.2

$ 616.0

2011
Amortization

$

$ 14.2

-

Intangible asset impairment
Total amortization expense and impairment charges

14.2

2010

$

14.2

$

2009
$ 14.2

22.4

18.0

36.6

$ 32.2

The annual amortization expense expected for the years 2012 through 2016 is $14.2 million in each year.
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Document And Entity
Information (USD $)
In Millions, except Share
data, unless otherwise
specified
Document And Entity Information
[Abstract]
Document Type
Amendment Flag
Document Period End Date
Document Fiscal Year Focus
Document Fiscal Period Focus
Entity Registrant Name

12 Months Ended
Dec. 31, 2011

Feb. 21,
2012

Jun. 30,
2011

10-K
false
Dec. 31, 2011
2011
FY
ARMSTRONG WORLD INDUSTRIES
INC
0000007431
--12-31
Accelerated Filer

Entity Central Index Key
Current Fiscal Year End Date
Entity Filer Category
Entity Common Stock, Shares Outstanding
Entity Well-known Seasoned Issuer
Yes
Entity Public Float
Entity Current Reporting Status
Yes
Entity Voluntary Filers
No
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58,436,007
$ 618

12 Months Ended
Dec. 31, 2011

Other Non-Current Assets
Other Non-Current Assets
[Abstract]
Other Non-Current Assets

NOTE 12. OTHER NON-CURRENT ASSETS
December 31,
2011
Cash surrender value of Company owned life insurance policies

December 31,
2010

$ 52.6

$ 61.5

Debt financing costs

21.3

19.5

Other

16.6

15.4

$ 90.5

$ 96.4

Total other non-current assets
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Consolidated Balance Sheets
(Parenthetical) (USD $)
In Millions, except Share
Dec. 31, 2011 Dec. 31, 2010
data, unless otherwise
specified
Consolidated Balance Sheets [Abstract]
Property, plant and equipment, accumulated depreciation and amortization $ 506.4
$ 482.8
Common stock, par value
$ 0.01
$ 0.01
Common stock, shares authorized
200,000,000 200,000,000
Common stock, shares issued
58,424,691 58,070,807
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Accounts And Notes
Receivable
Accounts And Notes
Receivable [Abstract]
Accounts And Notes
Receivable

12 Months Ended
Dec. 31, 2011

NOTE 6. ACCOUNTS AND NOTES RECEIVABLE
December 31, December 31,
2011
2010
Customer receivables
$
Customer notes
Miscellaneous receivables
Less allowance for warranties, discounts and losses
$
Accounts and notes receivable, net

263.3
1.7
7.9
(40.4

$ 265.1
2.0
5.5
)
(43.1

232.5

$ 229.5

)

Generally, we sell our products to select, pre-approved customers whose businesses are
affected by changes in economic and market conditions. We consider these factors and
the financial condition of each customer when establishing our allowance for losses from
doubtful accounts.
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Divestitures
Divestitures [Abstract]
Divestitures

12 Months Ended
Dec. 31, 2011
NOTE 5. DIVESTITURES
In the fourth quarter of 2010, the sale of our European metal ceilings contract installation
business resulted in a loss of $5.8 million which was recorded in SG&A expenses.
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12 Months Ended
Dec. 31, 2011

Debt
Debt [Abstract]
Debt

NOTE 17. DEBT
December 31,
2011
Term loan A due 2015
Term loan B due 2018
Revolver due 2015
Other
Tax exempt bonds due
2025 - 2041
Subtotal
Less current portion and
short-term debt
Total long-term debt, less
current portion

$ 250.0
545.9
2.1

Average
Average
December 31,
year -end
year -end
2010
interest rate
interest rate
3.30
4.25
1.98

%$ 250.0
% 550.0
25.0
% 4.9

3.28
5.00
5.25
3.85

%
%
%
%

45.0

0.99

%

45.0

2.00

%

843.0

3.79

%

874.9

4.36

%

20.1

3.42

%

35.3

5.02

%

3.80

%$ 839.6

4.33

%

$ 822.9

On November 23, 2010, we refinanced our $1.1 billion credit facility and executed a
$1.05 billion senior credit facility arranged by Merrill Lynch, Pierce, Fenner & Smith, Inc.,
J.P. Morgan Securities, Inc., and Barclays Capital. This facility consists of a $250 million
revolving credit facility (with a $150 million sublimit for letters of credit), a $250 million
Term Loan A and a $550 million Term Loan B. This $1.05 billion senior credit facility is
secured by U.S. personal property, the capital stock of material U.S. subsidiaries, and a
pledge of 65% of the stock of our material first tier foreign subsidiaries. In 2010, in
connection with the refinancing, we repaid amounts owed under the previous credit
facility and wrote off $3.8 million of unamortized debt financing costs related to our
previous credit facility to interest expense.
On March 10, 2011, we amended our $1.05 billion senior credit facility. The amended
terms of Term Loan B resulted in a lower LIBOR floor (1.0% vs. 1.5%) and interest rate
spread (3.0% vs. 3.5%). We also extended its maturity from May 2017 to March 2018.
All other terms, conditions and covenants were unchanged from the November 23, 2010
agreement. In connection with the amendment to Term Loan B, we paid a $5.5 million
prepayment premium (representing one percent of the principal amount of Term Loan B).
The premium was capitalized and is being amortized into interest expense over the life
of the loan. Additionally, we paid approximately $1.6 million of fees to third parties
(banks, attorneys, etc.), which is reflected in interest expense.
The senior credit facility includes two financial covenants which require the ratio of
consolidated earnings before interest, taxes, depreciation and amortization ("EBITDA")
to consolidated cash interest expense minus cash consolidated interest income
("consolidated interest coverage ratio") to be greater than or equal to 3.0 to 1.0 and
require the ratio of consolidated funded indebtedness minus AWI and domestic

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

subsidiary unrestricted cash and cash equivalents up to $100 million to consolidated
EBITDA ("consolidated leverage ratio") to be less than or equal to 4.5 to 1.0 through
June 30, 2012, 4.0 to 1.0 after June 30, 2012 through September 30, 2013 and 3.75 to
1.0 after September 30, 2013. Our debt agreements include other restrictions, including
restrictions pertaining to the acquisition of additional debt, the redemption, repurchase or
retirement of our capital stock, payment of dividends, and certain financial transactions
as it relates to specified assets. As of December 31, 2011 we were in compliance with
these covenants. We believe that default under these covenants is unlikely. Fully
borrowing under our revolving credit facility would not violate these covenants.
The Revolving Credit and Term Loan A portions are currently priced at a spread of
3.00% over LIBOR and the Term Loan B portion is priced at 3.00% over LIBOR with a
1.00% LIBOR floor for its entire term. The Term Loan A and Term Loan B were both fully
drawn and are currently priced on a variable interest rate basis. The unpaid balances of
Term Loan A ($250 million), Revolving Credit ($0 million) and Term Loan B ($545.9
million) of the credit facility may be prepaid without penalty at the maturity of their
respective interest reset periods. Any amounts prepaid on the Term Loan A or Term
Loan B may not be re-borrowed.
Mandatory prepayments are required under the senior credit facility pursuant to an
annual leverage test starting with the year ending December 31, 2011 under which, if our
consolidated leverage ratio is greater than 2.0 to1.0 but less than 2.5 to 1.0, we would
be required to make a prepayment of 25% of fiscal year Consolidated Excess Cash Flow
as defined by the credit agreement. If our Consolidated Leverage Ratio is greater than
2.5 to 1.0, the prepayment amount would be 50% of fiscal year Consolidated Excess
Cash Flow. As of December 31, 2011, we were not required to make a mandatory
prepayment on our loan obligations.
On December 10, 2010 we entered into a $100 million Accounts Receivable
Securitization Facility with financial institutions (the "funding entities") with a three year
term. Under this agreement Armstrong World Industries and Armstrong Hardwood
Flooring Company (the Originators) sell their accounts receivables to Armstrong
Receivables Company, LLC ("ARC"), a Delaware entity that is consolidated in these
financial statements. ARC is a 100% wholly owned single member LLC special purpose
entity created specifically for this transaction, therefore any receivables sold to ARC are
not available to the general creditors of AWI. ARC then sells an undivided interest in the
purchased accounts receivables to the funding entities. This undivided interest acts as
collateral for drawings on the facility. Any borrowings under this facility are obligations of
ARC and not AWI. ARC contracts with and pays a servicing fee to Armstrong World
Industries to manage, collect and service the purchased accounts receivables.
All new receivables under the program generated by the originators are continuously
purchased by ARC with the proceeds from collections of receivables previously
purchased. Ongoing changes in the amount of funding under the program, through
changes in the amount of undivided interests sold by ARC, reflect seasonal variations in
the level of accounts receivable, changes in collection trends and other factors such as
changes in sales prices and volumes. ARC has issued subordinated notes payable to
the originators for the difference between the face amount of uncollected accounts
receivable purchased, less a discount, and cash paid to the originators that was funded
by the sale of the undivided interests. The subordinated notes issued by ARC are
subordinated to the undivided interests of the funding entities in the purchased
receivables. The balance of the subordinated notes payable, which are eliminated in
consolidation, totaled $98.3 million and $97.5 million as of December 31, 2011 and
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December 31, 2010, respectively. As of December 31, 2011 we had no borrowings
under this facility but had $50.6 million of letters of credit issued under the facility. In
December 2011, this facility was assigned to the Bank of Nova Scotia and extended to
2014.
On December 16, 2010 we issued $35.0 million of Recovery Zone Facility bonds through
Jackson County, West Virginia to finance the construction of our new mineral wool plant.
These tax exempt bonds are seven day variable rate demand notes backed by a letter of
credit. These bonds mature in 2041.
Approximately $2.1 million of the remaining outstanding debt as of December 31, 2011
was secured with buildings and other assets. The credit lines at our foreign subsidiaries
are subject to immaterial annual commitment fees.
Scheduled payments of long-term debt:
2012
$
2013
$
2014
$
2015
$
2016
$
2017 and later$

18.1
30.5
43.0
180.5
5.5
563.4

We utilize lines of credit and other commercial commitments in order to ensure that
adequate funds are available to meet operating requirements. On December 31, 2011,
we had a $250 million revolving credit facility with a $150 million sublimit for letters of
credit, of which $19.4 million was outstanding. There were no borrowings under the
revolving credit facility. Availability under this facility totaled $230.6 million as of
December 31, 2011. We also have the $100 million securitization facility which as of
December 31, 2011 had letters of credit outstanding of $50.6 million and no borrowings
against it. Maximum capacity under this facility was $57.2 million (of which $6.6 million
was available), subject to accounts receivable balances and other collateral
adjustments, as of December 31, 2011. As of December 31, 2011, our foreign
subsidiaries had available lines of credit totaling $24.0 million of which $2.4 million was
available only for letters of credit and guarantees. There were $0.9 million of letters of
credit and guarantees issued under these credit lines as of December 31, 2011, leaving
an additional letter of credit availability of $1.5 million. There were no borrowings under
these lines of credit as of December 31, 2011 leaving $21.6 million of unused lines of
credit available for foreign borrowings.
On December 31, 2011, we had outstanding letters of credit totaling $70.5 million, of
which $19.4 million was issued under the revolving credit facility, $50.6 million was
issued under the securitization facility and $0.5 million of international subsidiary letters
of credit were issued by other banks. Letters of credit are issued to third party suppliers,
insurance and financial institutions and typically can only be drawn upon in the event of
AWI's failure to pay its obligations to the beneficiary.
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Accounts Payable And
Accrued Expenses
Accounts Payable And Accrued Expenses
[Abstract]
Accounts Payable And Accrued Expenses

12 Months Ended
Dec. 31, 2011

NOTE 13. ACCOUNTS PAYABLE AND ACCRUED EXPENSES
December December
31,
31,
2011
2010
Payables, trade and other
Employment costs
Restructuring accruals
Other
Total accounts payable and accrued
expenses
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$ 213.5
93.4
3.8
48.9

$ 169.5
109.9
14.5
46.4

$ 359.6

$ 340.3

Property, Plant And
Equipment
Property, Plant And
Equipment [Abstract]
Property, Plant And
Equipment

12 Months Ended
Dec. 31, 2011

NOTE 9. PROPERTY, PLANT AND EQUIPMENT
December 31,
2011
Land

December 31,
2010

$ 112.2

$ 119.9

Buildings

302.4

298.4

Machinery and equipment

838.9

827.0

Computer software

20.7

32.2

Construction in progress

135.1

60.2

Less accumulated depreciation and amortization

(506.4

Net property, plant and equipment

$ 902.9

)

(482.8

)

$ 854.9

In 2011 and 2010, our Board of Directors approved the construction of a U.S. mineral wool
plant to supply our Building Products plants, the allocation of capital to double our Building
Products production capacity in China, and the construction of two flooring plants in China.
Total capital spending for these projects is currently projected to be approximately $200
million. Through December 31, 2011, we have incurred approximately $72 million related to
these projects with most of the remaining spending to occur in 2012.
See Note 2 to the Consolidated Financial Statements for discussion of policies related to
property and depreciation and asset retirement obligations.

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

12 Months Ended
Dec. 31, 2011

Inventories
Inventories [Abstract]
Inventories

NOTE 7. INVENTORIES
December 31,
2011
Finished goods

$ 271.5

December 31,
2010
$ 277.7

Goods in process

25.7

26.7

Raw materials and supplies

118.1

119.9

Less LIFO and other reserves

(26.4

Total inventories, net

)

$ 388.9

(25.8

)

$ 398.5

Approximately 63% and 65% of our total inventory in 2011 and 2010, respectively, was
valued on a LIFO (last-in, first-out) basis. Inventory values were lower than would have
been reported on a total FIFO (first-in, first-out) basis by $15.6 million and $17.1 million
in 2011 and 2010, respectively.
The distinction between the use of different methods of inventory valuation is primarily
based on geographical locations and/or legal entities rather than types of inventory. The
following table summarizes the amount of inventory that is not accounted for under the
LIFO method.
December 31,December 31,
2011
2010
International locations
Cabinets
Wood flooring
Resilient flooring
U.S. sourced products

$

126.2
12.8
3.1

$

124.3
10.0
0.3
1.3
3.7

Total

$

142.1

$

139.6

Substantially all of our international locations use the FIFO method of inventory valuation
(or other methods which closely approximate the FIFO method) primarily because either
the LIFO method is not permitted for local tax and/or statutory reporting purposes, or the
entities were part of various acquisitions that had adopted the FIFO method prior to our
acquisition. In these situations, a conversion to LIFO would be highly complex and
involve excessive cost and effort to achieve under local tax and/or statutory reporting
requirements.
The sourced products represent certain finished goods sourced from third party
manufacturers, primarily from foreign suppliers.
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12 Months Ended
Dec. 31, 2011

Other Current Assets
Other Current Assets
[Abstract]
Other Current Assets

NOTE 8. OTHER CURRENT ASSETS
December 31, December 31,
2011
2010
Prepaid expenses

$ 27.7

Assets held for sale

6.2

Fair value of derivative assets

2.4

Other

2.3

Total other current assets
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$ 38.6

$ 28.7
2.5
4.1
$ 35.3

12 Months Ended
Dec. 31, 2011

Equity Investments
Equity Investments
[Abstract]
Equity Investments

NOTE 10. EQUITY INVESTMENTS
Investment in joint venture at December 31, 2011 reflected the equity interest in our 50%
investment in our Worthington Armstrong Venture ("WAVE") joint venture.
We use the equity in earnings method to determine the appropriate classification of distributions
from WAVE within our cash flow statement. During 2011, 2010 and 2009, WAVE distributed
amounts in excess of our capital contributions and proportionate share of retained earnings.
Accordingly, the distributions in these years were reflected as a return of investment in cash flows
from investing activity in our Consolidated Statement of Cash Flows. Distributions from WAVE in
2011, 2010 and 2009 were $102.4 million (including a special distribution of $50.1 million in
December 2011), $51.0 million, and $53.5 million, respectively.
We account for our WAVE joint venture using the equity method of accounting. Our recorded
investment in WAVE was higher than our 50% share of the carrying values reported in WAVE's
consolidated financial statements by $194.7 million as of December 31, 2011 and $200.6 million
as of December 31, 2010. These differences are due to our adoption of fresh-start reporting upon
emergence from Chapter 11, while WAVE's consolidated financial statements do not reflect freshstart reporting. The differences are comprised of the following fair value adjustments to assets:
December 31, December 31,
2011
2010
Property, plant and equipment
Other intangibles
Goodwill

$ 1.0
163.3
30.4

$ 1.4
168.7
30.5

Total

$ 194.7

$ 200.6

Other intangibles include customer relationships, trademarks and developed technology.
Customer relationships are amortized over 20 years and developed technology is amortized over
15 years. Trademarks have an indefinite life.
See Exhibit 99.1 for WAVE's consolidated financial statements. Condensed financial data for
WAVE is summarized below:
December 31,December 31,
2011
2010
Current assets
Non-current assets
Current liabilities
Other non-current liabilities

$ 115.0
36.2
23.8
242.0

2011
Net sales

$

367.2

$ 112.5
35.7
22.1
154.6

2010
$

332.2

2009
$

307.9

Gross profit

155.7

137.5

118.9

Net earnings

123.7

105.8

92.8

See discussion in Note 29 to the Consolidated Financial Statements for additional information on
this related party.
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Supplemental Financial
Information
Supplemental Financial Information
[Abstract]
Supplemental Financial Information

12 Months Ended
Dec. 31, 2011

NOTE 28. SUPPLEMENTAL FINANCIAL INFORMATION
Selected operating expenses
Maintenance and repair costs
Research and development costs
Advertising costs

2011
$96.0
29.2
16.8

Other non-operating expense
Foreign currency transaction loss, net of
$0.6
hedging activity
0.8
Other
$1.4
Total
Other non-operating income
Interest income
$2.8
Foreign currency transaction gain, net of
0.2
hedging activity
0.8
Other
Total
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$3.8

2010

2009

$94.6
32.9
27.5

$103.5
38.0
28.8

$1.1

$0.3

0.1

0.6

$1.2

$0.9

$7.1

$3.1

0.7

0.1

0.2
$8.0

$3.2

12 Months Ended
Dec. 31, 2011

Restructuring Actions
Restructuring Actions
[Abstract]
Restructuring Actions

NOTE 15. RESTRUCTURING ACTIONS
During the third quarter of 2010, management made several significant decisions to
address our cost structure. Given the materiality to our financial statements and impact
to our operations, we decided to classify charges related to these actions as
restructuring charges. The following table summarizes the restructuring charges
recorded in 2011 and 2010:
Action Title

2011

2010

Floor Products Europe $ 6.4

North America SG&A
Beaver Falls plant
Montreal
Wood products
Total

$ 11.8

1.4
1.4
(0.2
$ 9.0

)

5.8
2.3
1.2
0.9

Segment
Resilient Flooring
Unallocated Corporate,
Resilient
Flooring, Building Products
Building Products
Resilient Flooring
Wood Flooring

$ 22.0

Floor Products Europe: In the third quarter of 2010, we announced our intent to focus
our European flooring strategy on products and regions in which we believe we can be a
market leader, and to streamline our product range and sales organization accordingly.
During the fourth quarter of 2010, we withdrew from the residential market and, as a
result, we sold our Teesside, UK manufacturing facility. In addition, we ceased
production at our heterogeneous vinyl flooring plant in Holmsund, Sweden, during the
second quarter of 2011.
In addition to the restructuring costs reflected in the above table, we recorded $6.7
million in 2011 of other related costs in cost of goods sold ($5.2 million) and SG&A
expense ($1.5 million). We also recorded other related costs of $3.5 million in cost of
goods sold and $1.5 million in SG&A in 2010. Other related costs are primarily related to
inventory and samples obsolescence, accelerated depreciation and plant closure costs.
Through December 31, 2011, we have incurred expense of $29.9 million related to this
initiative. We do not expect to incur further restructuring costs related to this initiative.
North America SG&A: We are committed to augmenting margin expansion through the
aggressive adoption of projects to standardize, simplify or eliminate SG&A activities. As
a result, in the third quarter of 2010, we began to restructure our North American SG&A
operations. The 2011 restructuring expense related to this initiative was recorded in the
Unallocated Corporate ($0.9 million), Resilient Flooring ($0.4 million) and Building
Products ($0.1 million) segments. The 2010 restructuring expense related to this
initiative was recorded in the Unallocated Corporate ($4.0 million), Resilient Flooring
($0.9 million) and Building Products ($0.9 million) segments.
Through December 31, 2011, we have incurred restructuring expense of $7.2 million
related to this initiative. In total, we expect to incur restructuring expenses of up to $8
million through 2012 as we further streamline North American SG&A functions.
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Beaver Falls Plant: In the third quarter of 2010, we announced that the Beaver Falls,
Pennsylvania, plant was scheduled to close in 2011. Production at the facility ended
March 31, 2011, and production requirements have been transitioned to other facilities.
The decision to close the plant was driven by the location and layout of the plant,
technology limitations and the continued limited demand for the products we made at the
plant.
In addition to the restructuring costs reflected in the table above, we also recorded $6.6
million of accelerated depreciation and $4.8 million of closure-related costs in 2011 in
cost of goods sold. We also recorded $10.0 million of accelerated depreciation in cost of
goods sold in 2010.
Through December 31, 2011, we have incurred expense of $25.1 million related to this
initiative. We do not expect to incur additional costs in the future as the plant was sold in
2011. The sale resulted in a net gain of $0.7 million which was recorded in SG&A.
Montreal: In the third quarter of 2010, we announced the closing of our warehouse and
previously idled plant in Montreal, Canada. The facility closed in the fourth quarter of
2010. The decision to close this facility was driven by the expectation that we will be able
to service the demand for our resilient tile products from our other manufacturing
locations.
In addition to the restructuring costs reflected in the previous table, we also recorded
$6.5 million of fixed asset write-downs in cost of goods sold.
We do not expect to incur further restructuring costs related to this initiative.
Wood Products: In the third quarter of 2010, we announced the closing of our previously
idled Center, Texas plant and a portion of our previously idled Oneida, Tennessee plant.
Operations at Center and the strip mill operations at Oneida ceased in the fourth quarter
of 2010. The decision to close these facilities was driven by the expectation that we will
be able to service the demand for our wood products from our other manufacturing
locations.
In addition to the restructuring costs reflected in the previous table, we also recorded
$14.9 million of fixed asset write-downs and lease termination costs in cost of goods sold
in 2010.
We do not expect to incur further restructuring costs related to these locations.
The following table summarizes activity in the restructuring accruals.
Severance and Related Costs
Floor
Products
Europe
December
31, 2009
Net charges $ 11.8
Cash
(5.7
payments
December
$ 6.1
31, 2010
Net charges 6.4
Cash
(9.6
payments
0.3
Other

North
America
SG&A

Beaver
Falls
Plant

-

-

$ 5.8
)

)

Montreal

)

$ 4.7

$ 1.9

1.4

1.4

(5.6

)
-

$ 1.2

(0.4

)

-

)
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-

(1.2
-

$ 22.0

(0.3

)

$ 0.6

-

-

$ 0.9

$ 1.2

(3.2

Total

-

$ 2.3

(1.1

Wood
Products

)

(7.5

)

$ 14.5

(0.2

)

9.0

(0.4

)

(20.0

-

0.3

)

December
$ 3.2
31, 2011

$ 0.5

$ 0.1

-

-

$ 3.8

The amounts in "Other" are related to the effects of foreign currency translation.
Most of the accrual balance as of December 31, 2011 is expected to be paid by June 30,
2012.
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Derivative Financial
Instruments
Derivative Financial
Instruments [Abstract]
Derivative Financial
Instruments

12 Months Ended
Dec. 31, 2011

NOTE 20. DERIVATIVE FINANCIAL INSTRUMENTS
We are exposed to market risk from changes in foreign exchange rates, interest rates and commodity prices that could impact
our results of operations and financial condition. We use forward swaps and option contracts to hedge these exposures.
Exposure to individual counterparties is controlled and derivative financial instruments are entered into with a diversified group
of major financial institutions. Forward swaps and option contracts are entered into for periods consistent with underlying
exposure and do not constitute positions independent of those exposures. At inception, hedges that we designate as hedging
instruments are formally documented as either (1) a hedge of a forecasted transaction or "cash flow" hedge, or (2) a hedge of
the fair value of a recognized liability or asset or "fair value" hedge. We also formally assess both at inception and at least
quarterly thereafter, whether the derivatives that are used in hedging transactions are highly effective in offsetting changes in
either the fair value or cash flows of the hedged item. If it is determined that a derivative ceases to be a highly effective hedge,
or if the anticipated transaction is no longer probable of occurring, we discontinue hedge accounting, and any future mark-tomarket adjustments are recognized in earnings. We use derivative financial instruments as risk management tools and not for
speculative trading purposes.
Counterparty Risk
We only enter into derivative transactions with established counterparties having a credit rating of BBB or better. We monitor
counterparty credit default swap levels and credit ratings on a regular basis. All of our derivative transactions with
counterparties are governed by master International Swap and Derivatives Association agreements ("ISDAs") with netting
arrangements. These agreements can limit our exposure
in situations where we have gain and loss positions outstanding with a single counterparty. We generally do not post nor do we
receive cash collateral with any counterparty for our derivative transactions. As of December 31, 2011, we had no cash
collateral posted or received for any of our derivative transactions. These ISDAs do not have any credit contingent features;
however, a default under our bank credit facility would trigger a default under these agreements. Exposure to individual
counterparties is controlled, and thus we consider the risk of counterparty default to be negligible.
Commodity Price Risk
We purchase natural gas for use in the manufacture of ceiling tiles and other products, and to heat many of our facilities. As a
result, we are exposed to fluctuations in the price of natural gas. We have a policy to reduce cost volatility for North American
natural gas purchases by purchasing natural gas forward contracts and swaps, purchased call options, and zero-cost collars up
to 24 months forward to reduce our overall exposure to natural gas price movements. There is a high correlation between the
hedged item and the hedged instrument. The gains and losses on these transactions offset gains and losses on the
transactions being hedged. These instruments are designated as cash flow hedges. At December 31, 2011 and December 31,
2010, the notional amount of these hedges was $47.2 million and $37.0 million, respectively. The mark-to-market gain or loss
on qualifying hedges is included in other comprehensive income to the extent effective, and reclassified into cost of goods sold
in the period during which the underlying gas is consumed. The mark-to-market gains or losses on ineffective portions of
hedges are recognized in cost of goods sold immediately. The earnings impact of the ineffective portion of these hedges was
not material for the years ended December 31, 2011 and 2010. The contracts are based on forecasted usage of natural gas
measured in mmBtu's.
Currency Rate Risk – Sales and Purchases
We manufacture and sell our products in a number of countries throughout the world and, as a result, we are exposed to
movements in foreign currency exchange rates. To a large extent, our global manufacturing and sales provide a natural hedge
of foreign currency exchange rate movement, as foreign currency expenses generally offset foreign currency revenues. We
manage our cash flow exposures on a net basis and use derivatives to hedge the majority of our unmatched foreign currency
cash inflows and outflows. As of December 31, 2011, our major foreign currency exposures are to the Canadian dollar, the
Euro, and the Australian dollar.
We use foreign currency forward exchange contracts to reduce our exposure to the risk that the eventual net cash inflows and
outflows resulting from the sale of products to foreign customers and purchases from foreign suppliers will be adversely affected
by changes in exchange rates. These derivative instruments are used for forecasted transactions and are classified as cash
flow hedges. Cash flow hedges are executed quarterly, generally up to 15 months forward, and allow us to further reduce our
overall exposure to exchange rate movements, since gains and losses on these contracts offset gains and losses on the
transactions being hedged. The notional amount of these hedges was $128.3 million and $89.9 million at December 31, 2011
and December 31, 2010, respectively. Gains and losses on these instruments are recorded in other comprehensive income, to
the extent effective, until the underlying transaction is recognized in earnings. The earnings impact of the ineffective portion of
these hedges was not material for the years ended December 31, 2011 and 2010.
Currency Rate Risk - Intercompany Loans and Dividends
We also use foreign currency forward exchange contracts to hedge exposures created by cross-currency intercompany loans
and dividends. The underlying intercompany loans are classified as short-term, and translation adjustments related to these
loans are recorded in other non-operating income or expense. The offsetting gains or losses on the related derivative contracts
are also recorded in other non-operating income or expense. These contracts are decreased or increased as repayments are
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made or additional intercompany loans are extended or adjusted for intercompany dividend activity as necessary. The notional
amount of these hedges was $21.8 million and $143.2 million at December 31, 2011 and December 31, 2010, respectively.
Interest Rate Risk
We utilize interest rate swaps to minimize the fluctuations in earnings caused by interest rate volatility. Interest expense on
variable-rate liabilities increases or decreases as a result of interest rate fluctuations. On March 31, 2011, we entered into two
interest rate swaps, on our Term Loan A and Term Loan B, with notional amounts of $100 million and $200 million, respectively,
which mature in November 2015. Under the terms of the Term Loan A swap, we receive 3-month LIBOR and pay a fixed rate
over the hedged period. Under the terms of the Term Loan B swap, we receive the greater of 3-month LIBOR or the 1% LIBOR
Floor and pay a fixed rate over the hedged period. These swaps are designated as cash flow hedges to hedge against changes
in LIBOR for a portion of our variable rate debt. The mark-to-market loss was $14.0 million at December 31, 2011.
Financial Statement Impacts
The following tables detail amounts related to our derivatives as of December 31, 2011 and December 31, 2010. Our derivative
assets not designated as hedging instruments were not material as of December 31, 2011 and December 31, 2010.
Asset Derivatives
Balance Sheet
Location

Fair Value
December
31, 2011

Fair Value
December
31, 2010

Other current
$
assets
$

2.4

-

2.4

-

Derivatives designated as hedging instruments
Foreign exchange contracts
Total derivatives designated as hedging instruments

Liability Derivatives
Fair Value
December
31, 2011

Balance Sheet
Location

Fair Value
December
31, 2010

Derivatives designated as hedging instruments
Accounts
payable
and accrued
Natural gas commodity contracts

expenses

$

7.2

$

5.5

Other long-term
Natural gas commodity contracts

liabilities

2.1

-

Accounts
payable
and accrued
Foreign exchange contracts

expenses

1.3

2.4

Other long-term
Interest rate swaps

14.0

liabilities
$

Total derivatives designated as hedging instruments

24.6

$

7.9

Liability Derivatives
Fair Value
December
31, 2011

Balance Sheet
Location

Fair Value
December
31, 2010

Derivatives not designated as hedging instruments
Accounts
payable
and accrued
Foreign exchange contracts

expenses

-

$

4.6

-

$

4.6

Total derivative liabilities not designated as hedging
instruments

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Amount of Gain (Loss) Recognized in Other
Comprehensive Income ("OCI") (Effective
Portion) (a)
Derivatives in Cash Flow Hedging Relationships
Natural gas commodity contracts
$
Foreign exchange contracts – purchases and sales
Interest rate swap contracts
$
Total

For the Year Ended
December 31, 2011

For the Year Ended
December 31, 2010

(9.1
1.0
(14.0

) $ (5.3
(2.4
)
-

)
)

(22.1

) $ (7.7

)

(a) As of December 31, 2011 the amount of existing gains (losses) in Accumulated OCI expected to be recognized in earnings
over the next twelve months is $(6.2) million.
(Loss) Reclassified from Accumulated OCI into
Income (Effective Portion)
For the Year
Ended December 31,
Derivatives in Cash Flow Hedging
Relationships
Location
Natural gas commodity contracts Cost of goods
sold
Foreign exchange contracts –
Cost of goods
purchases and sales
sold

2011
$ (6.7

(3.5
$ (10.2

Total

2010
) $ (9.2

)

)

)

(5.4

) $ (14.6

)

Derivatives in Cash Flow Hedging Relationships

Location of Gain (Loss) Recognized in Income on Derivative
(Ineffective Portion) (a)

Natural gas commodity contracts
Foreign exchange contracts – purchases and sales
Interest rate swap contracts

Cost of goods sold
SG&A expense
Interest expense

(a) The amount recognized in income related to the ineffective portion of the hedging relationships was immaterial in 2011 and
2010. No gains or losses are excluded from the assessment of the hedge effectiveness.
The amount of gain (loss) recognized in income for derivative instruments not designated as hedging instruments was $4.7
million and ($4.7) million, respectively, for the years ended December 31, 2011 and 2010.
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NonAWI
AWI
AWI
Controlling
AWI
Shareholders Shareholders
Shareholders
Interest
Capital
Retained
Accumulated
Shareholders
[Member]
[Member]
NonNonNonConsolidated Statements Of
[Member]
AWI
[Member]
Common In Excess Earnings
Other
[Member]
Retained
Accumulated
Controlling
Controlling Controlling
Equity (USD $)
Capital In
Shareholders
Retained
Stock
Of Par (Accumulated Comprehensive Total
Common
Earnings
Other
Interest
Interest
Interest
In Millions
Excess Of
[Member]
Earnings
[Member] Value
Deficit)
Income (Loss)
Stock
(Accumulated Comprehensive
[Member]
[Member] [Member]
Par Value
(Accumulated
[Member] [Member]
[Member]
[Member]
Deficit)
Income (Loss)
[Member]
Deficit)
[Member]
[Member]
[Member]
Balance at beginning of year at
$ 0.6
$ 2,024.7
$ 66.7
$ (348.8)
$ 8.1
$ 8.1
$ 0.6
$ 2,024.7 $ 66.7
$ (348.8)
Dec. 31, 2008
Share-based employee
27.4
27.4
compensation, net
Net earnings for period
Foreign currency translation
adjustments
Derivative (loss) gain, net
Pension and postretirement
adjustments
Total other comprehensive
income (loss)
Comprehensive income (loss)
Total equity
Balance at Dec. 31, 2009
0.6
Share-based employee
compensation, net
Dividend in excess of retained
earnings
Non-controlling interest
purchase
Net earnings for period
Dividend
Foreign currency translation
adjustments
Derivative (loss) gain, net
Pension and postretirement
adjustments
Total other comprehensive
income (loss)
Comprehensive income (loss)
Total equity
Balance at Dec. 31, 2010
0.6
Share-based employee
compensation, net
Net earnings for period
Foreign currency translation
adjustments
Derivative (loss) gain, net
Pension and postretirement
adjustments
Total other comprehensive
income (loss)
Comprehensive income (loss)
Total equity
Balance at Dec. 31, 2011
$ 0.6

77.7

0.5

78.2
34.4

(2.2)

(2.2)

18.8

18.8

51.0

51.0
128.7
1,899.3

2,052.1

144.4

(297.8)

0.5
8.6
8.6

0.5

129.2
1,907.9
8.6

0.6

2,052.1

14.7

14.7

(612.1)

(612.1)

(3.5)

77.7

34.4

1.1

(8.6)

(8.6)

(297.8)

(3.5)

11.0
(190.7)

1.1
11.0
(190.7)

11.0

(0.3)

(0.3)

0.5

0.5

(29.2)

(29.2)
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Acquisitions
Acquisitions [Abstract]
Acquisitions

12 Months Ended
Dec. 31, 2011
NOTE 4 ACQUISITIONS
In the fourth quarter of 2011, we acquired Canada-based Intalite, Inc., which operated
under the name Simplex, for $4.2 million. The acquisition, which was financed from
existing cash balances, expands our technical capabilities, broadens our specialty
ceilings portfolio and improves our service and lead times for customers in North
America. The acquisition was accounted for under the purchase method of accounting,
and the allocation of the purchase price to the fair value of assets acquired has been
substantially completed.
As of December 31, 2009, we owned 80% of our Shanghai ceiling operations. During the
fourth quarter of 2009, we made deposits of $3.3 million to initiate the purchase of the
remaining 20% interest. During the first quarter of 2010, we completed the acquisition
with additional cash payments of $7.8 million. We recorded the difference between the
purchase price and the net book value of the net equity acquired within capital in excess
of par value.
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Guarantees
Guarantees [Abstract]
Guarantees

12 Months Ended
Dec. 31, 2011
NOTE 21. GUARANTEES
In disposing of assets, we have entered into contracts that included various indemnity
provisions, covering such matters as taxes, environmental liabilities and asbestos and
other litigation. Some of these contracts have exposure limits, but many do not. Due to
the nature of the indemnities, it is not possible to estimate the potential maximum
exposure under these contracts. For contracts under which an indemnity claim has been
received, a liability of $4.3 million has been recorded as of December 31, 2011, which is
included in environmental liabilities as disclosed in Note 30 to the Consolidated Financial
Statements.
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Special Cash Dividend
Special Cash Dividend
[Abstract]
Special Cash Dividend

12 Months Ended
Dec. 31, 2011

NOTE 32. SPECIAL CASH DIVIDEND
On November 23, 2010 our Board of Directors declared a special cash dividend in the
amount of $13.74 per share, or $803.3 million in the aggregate. The special cash
dividend, $798.6 million, was paid on December 10, 2010 to shareholders of record as of
December 3, 2010. The unpaid portion of the dividend, $4.4 million as of December 31,
2011, is reflected in other long term liabilities and will be paid when the underlying
employee shares vest. The dividend was funded in part by the proceeds of the term
loans remaining after repayment of previous debt and in part with existing cash.
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12 Months Ended
Severance And Related
Costs
Dec. 31, 2011
Severance And Related
Costs [Abstract]
Severance And Related Costs NOTE 14. SEVERANCE AND RELATED COSTS
See Note 15 to the Consolidated Financial Statements for a discussion of severance
charges associated with restructuring actions.
In the first quarter of 2011, we recorded $3.0 million in cost of goods sold for severance
and related costs to reflect position eliminations in our European Resilient Flooring
business as a result of improved manufacturing productivity. In addition, we recorded
$0.5 million in SG&A expense for severance and related costs to reflect the separation
costs for our former Senior Vice President, General Counsel and Secretary.
In 2010, we recorded $11.2 million in SG&A expense for severance and related costs to
reflect the separation costs for our former Chairman and Chief Executive Officer. In
accordance with the separation agreement, payment was made in the third quarter of
2010.
During 2010, we announced the shutdown of finished goods production at two Wood
Flooring plants, the restarting of certain operations at a previously idled Wood Flooring
plant, the closure of a European metal ceilings manufacturing facility and a crew
reduction in a European Building Products plant. We recorded $5.7 million of severance
and related expenses in 2010 for approximately 500 employees affected by these
actions. The charges were recorded in cost of goods sold.
In addition to the charges described above, in 2010 we also recorded $7.5 million of
severance and related expenses for employees affected by the elimination of
approximately 220 other manufacturing and SG&A positions around the world. The
charges were recorded in SG&A expense ($5.6 million) and cost of goods sold ($1.9
million).
In 2009, we recorded $17.5 million of severance and related expenses, primarily to
reflect the separation costs for approximately 1,000 employees, including executives and
employees affected by the cessation of production at four manufacturing facilities. The
charges were recorded in SG&A expenses ($10.5 million) and cost of goods sold ($7.0
million).
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