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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
__________________________________________

FORM 10-Q
__________________________________________

[Mark One]

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended June 28, 2014

OR
 

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from            to      
      

Commission File Number 01-13697
 __________________________________________

MOHAWK INDUSTRIES, INC.
(Exact name of registrant as specified in its charter)

__________________________________________ 

Delaware  52-1604305
(State or other jurisdiction of

incorporation or organization)  
(I.R.S. Employer

Identification No.)

   
160 S. Industrial Blvd., Calhoun, Georgia  30701

(Address of principal executive offices)  (Zip Code)

Registrant’s telephone number, including area code: (706) 629-7721
__________________________________________ 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter
period that the registrant was required to submit and post such files).    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company.
See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x   Accelerated filer ¨

     
Non-accelerated filer  ̈ (Do not check if a smaller reporting company)   Smaller reporting company ¨

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes   ̈   No  x
The number of shares outstanding of the issuer’s classes of common stock as of July 28, 2014, the latest practicable date, is as follows: 72,836,431

shares of Common Stock, $.01 par value.
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PART I. FINANCIAL INFORMATION

ITEM I. FINANCIAL STATEMENTS

 MOHAWK INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except per share data)
(Unaudited) 

 
June 28, 

2014  
December 31, 

2013
ASSETS    

Current assets:    
Cash and cash equivalents $ 70,044  54,066
Receivables, net 1,261,808  1,062,875
Inventories 1,644,768  1,572,325
Prepaid expenses 230,263  204,034
Deferred income taxes 135,259  147,534
Other current assets 36,947  44,884

Total current assets 3,379,089  3,085,718
Property, plant and equipment 5,208,907  4,950,149
Less: accumulated depreciation 2,378,705  2,248,406
Property, plant and equipment, net 2,830,202  2,701,743
Goodwill 1,730,713  1,736,092
Tradenames 694,350  700,592
Other intangible assets subject to amortization, net 97,910  111,010
Deferred income taxes and other non-current assets 149,417  159,022

 $ 8,881,681  8,494,177

LIABILITIES AND STOCKHOLDERS’ EQUITY    
Current liabilities:    

Current portion of long-term debt and commercial paper $ 619,229  127,218
Accounts payable and accrued expenses 1,253,291  1,193,593

Total current liabilities 1,872,520  1,320,811
Deferred income taxes 409,332  445,823
Long-term debt, less current portion 1,807,609  2,132,790
Other long-term liabilities 118,920  124,447

Total liabilities 4,208,381  4,023,871
Commitments and contingencies (Notes 9 and 15)  
Stockholders’ equity:    

Preferred stock, $.01 par value; 60 shares authorized; no shares issued —  —
Common stock, $.01 par value; 150,000 shares authorized; 80,991 and 80,841 shares issued in 2014 and 2013, respectively 810  808
Additional paid-in capital 1,580,010  1,566,985
Retained earnings 3,187,640  2,953,809
Accumulated other comprehensive income, net 135,379  178,689

 4,903,839  4,700,291
Less treasury stock at cost; 8,155 shares in 2014 and 2013 239,230  239,234

Total Mohawk Industries, Inc. stockholders' equity 4,664,609  4,461,057
    Noncontrolling interest 8,691  9,249
          Total stockholders' equity 4,673,300  4,470,306

 $ 8,881,681  8,494,177

See accompanying notes to condensed consolidated financial statements.
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MOHAWK INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)
(Unaudited)

 

 Three Months Ended  Six Months Ended

 
June 28, 

2014  
June 29, 

2013  
June 28, 

2014  
June 29, 

2013

Net sales $ 2,048,247  1,976,299  3,861,342  3,463,114
Cost of sales 1,473,435  1,462,243  2,805,175  2,571,992

Gross profit 574,812  514,056  1,056,167  891,122
Selling, general and administrative expenses 352,564  380,858  703,184  671,082

Operating income 222,248  133,198  352,983  220,040
Interest expense 20,702  25,312  42,798  44,468
Other (income) expense (1,555)  (1,097)  3,335  5,290

Earnings from continuing operations before income taxes 203,101  108,983  306,850  170,282
Income tax expense 50,240  23,240  72,936  33,972

Earnings from continuing operations 152,861  85,743  233,914  136,310
Loss from discontinued operations, net of income tax benefit of $485 —  (1,361)  —  (1,361)
Net earnings including noncontrolling interest 152,861  84,382  233,914  134,949
Net income (loss) attributable to noncontrolling interest 111  (190)  83  (118)

Net earnings attributable to Mohawk Industries, Inc. $ 152,750  84,572  233,831  135,067

        

Basic earnings per share attributable to Mohawk Industries, Inc.        
Income from continuing operations $ 2.10  1.19  3.21  1.92
Loss from discontinued operations —  (0.02)  —  (0.02)
Basic earnings per share attributable to Mohawk Industries, Inc. $ 2.10  1.17  3.21  1.90

Weighted-average common shares outstanding—basic 72,832  72,406  72,788  70,907

        

Diluted earnings per share attributable to Mohawk Industries, Inc.        
Income from continuing operations $ 2.08  1.18  3.19  1.91
Loss from discontinued operations —  (0.02)  —  (0.02)
Diluted earnings per share attributable to Mohawk Industries, Inc. $ 2.08  1.16  3.19  1.89

Weighted-average common shares outstanding—diluted 73,297  72,867  73,302  71,405

See accompanying notes to condensed consolidated financial statements.
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MOHAWK INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(In thousands)
(Unaudited)

 

 Three Months Ended  Six Months Ended

 
June 28, 

2014  
June 29, 

2013  
June 28, 

2014  
June 29, 

2013

Net earnings including noncontrolling interest $ 152,861  84,382  233,914  134,949
Other comprehensive income (loss):        

Foreign currency translation adjustments 19,768  (32,428)  (43,314)  (110,134)
Pension prior service cost and actuarial gain 2  (8)  4  207

Other comprehensive income (loss) 19,770  (32,436)  (43,310)  (109,927)
Comprehensive income 172,631  51,946  190,604  25,022
Comprehensive income (loss) attributable to the noncontrolling interest 111  (190)  83  (118)
Comprehensive income attributable to Mohawk Industries, Inc. $ 172,520  52,136  190,521  25,140

See accompanying notes to condensed consolidated financial statements.
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MOHAWK INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited) 

 Six Months Ended

 June 28, 2014  June 29, 2013
Cash flows from operating activities:    
Net earnings $ 233,914  134,949
Adjustments to reconcile net earnings to net cash provided by operating activities:    

Restructuring 8,751  28,389
Depreciation and amortization 164,738  140,992
Deferred income taxes (21,984)  (16,253)
Loss on disposal of property, plant and equipment 700  422
Stock-based compensation expense 14,197  9,498

Changes in operating assets and liabilities, net of effects of acquisitions:    
Receivables, net (200,684)  (172,457)
Inventories (74,600)  (40,555)
Accounts payable and accrued expenses (1,314)  47,120
Other assets and prepaid expenses (13,951)  (4,594)
Other liabilities (11,893)  (13,597)

Net provided by operating activities 97,874  113,914
Cash flows from investing activities:    

Additions to property, plant and equipment (249,697)  (146,097)
Acquisitions, net of cash acquired 19  (449,464)

Net cash used in investing activities (249,678)  (595,561)
Cash flows from financing activities:    

Payments on Senior Credit Facilities (1,212,295)  (878,634)
Proceeds from Senior Credit Facilities 875,983  1,348,808
Payments on Commercial Paper (2,213,101)  —
Proceeds from Commercial Paper 2,773,101  —
Proceeds from 3.85% Senior Notes —  600,000
Payments of acquired debt and other financings (12,292)  (895,127)
Net change in asset securitization borrowings —  20,000
Payments on other debt (52,793)  (22)
Debt issuance costs —  (5,815)
Change in outstanding checks in excess of cash 2,938  (11,423)
Proceeds and net tax benefit from stock transactions 6,822  29,859

Net cash provided by financing activities 168,363  207,646
Effect of exchange rate changes on cash and cash equivalents (581)  (34,926)

Net change in cash and cash equivalents 15,978  (308,927)
Cash and cash equivalents, beginning of period 54,066  477,672
Cash and cash equivalents, end of period $ 70,044  168,745

    

See accompanying notes to condensed consolidated financial statements.
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MOHAWK INDUSTRIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except per share amounts)
(Unaudited)

1. General

Interim Reporting
The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with instructions to Form 10-Q and do

not include all of the information and footnotes required by U.S. generally accepted accounting principles for complete financial statements. In the opinion
of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation have been included. These statements
should be read in conjunction with the consolidated financial statements and notes thereto, and the Company’s description of critical accounting policies,
included in the Company’s 2013 Annual Report on Form 10-K, as filed with the Securities and Exchange Commission. Results for interim periods are not
necessarily indicative of the results for the year.

Recent Accounting Pronouncements
In May 2014, the Financial Accounting Standards Board issued Accounting Standards Codification ("ASC") 606, Revenue from Contracts with

Customers. This topic converges the guidance within U.S. generally accepted accounting principles and international financial reporting standards and
supersedes ASC 605, Revenue Recognition. The new standard requires companies to recognize revenue to depict the transfer of goods or services to
customers in amounts that reflect the consideration to which the company expects to be entitled in exchange for those goods or services. The new standard
will also result in enhanced disclosures about revenue, provide guidance for transactions that were not previously addressed comprehensively, and improve
guidance for multiple-element arrangements. The new guidance is effective for annual reporting periods beginning after December 15, 2016, including
interim reporting periods within that reporting period and early application is not permitted. Accordingly, the Company plans to adopt the provisions of this
new accounting standard at the beginning of fiscal year 2017, and is currently assessing the impact on its consolidated financial statements.

2. Acquisitions

Marazzi Acquisition

On December 20, 2012, the Company entered into a share purchase agreement (the “Share Purchase Agreement”) with LuxELIT S.á r.l., a Luxembourg
limited liability company, and Finceramica S.p.A., an Italian corporation (collectively, “Sellers”), to acquire the shares of Fintiles S.p.A., an Italian
corporation ("Marazzi"). On April 3, 2013, pursuant to the terms of the Share Purchase Agreement, the Company completed the acquisition of Marazzi for an
enterprise value of $1,522,731, including acquired indebtedness. The Marazzi results are reflected in the Ceramic segment.

The equity value of Marazzi was paid to the Sellers in cash and in the Company's common stock (the “Shares”). The number of Shares transferred as
part of the consideration was calculated using the average closing price for the Company's common stock over a 30-day trading period ending March 19,
2013.

Pursuant to the Share Purchase Agreement, the Company (i) acquired the entire issued share capital of Marazzi and (ii) assumed $901,773 of
indebtedness of Marazzi, in exchange for the following consideration:
 

• A cash payment of $307,052; and
• 2,874 newly issued Shares for a value of $313,906.

The Company funded the cash portion of the Marazzi acquisition through a combination of proceeds from the 3.85% Senior Notes (as discussed in
Note 16), cash on hand and borrowings under the 2011 Senior Credit Facility. The Company incurred $13,812 of direct transaction costs which were recorded
in selling, general and administrative expenses in the three months ended June 29, 2013. The Company incurred $15,660 of direct transaction costs, of which
$14,199 were recorded in selling, general and administrative expenses and $1,461 were recorded in other expenses for the year ended December 31, 2013.

The Marazzi acquisition makes the Company a global leader in ceramic tile. The addition of Marazzi allows the Company to expand its U.S.
distribution, source ceramic tile from a worldwide base, and provide industry leading innovation and design to all of its global ceramic customers. The
acquisition provides opportunities to improve performance by leveraging best practices, operational expertise, product innovation and manufacturing assets
across the enterprise.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

The following table summarizes the allocation of the aggregate purchase price of the Marazzi acquisition to the estimated fair values of the tangible
and identifiable intangible assets acquired and liabilities assumed:
 

Enterprise value $ 1,522,731
Assumed indebtedness (901,773)

Consideration transferred $ 620,958

  

Working capital $ 428,624
Property, plant and equipment, net 773,594
Tradenames 215,357
Customer relationships 21,792
Equity method investments 32
Goodwill 276,586
Other long-term assets 18,499
Long-term debt, including current portion (901,773)
Other long-term liabilities (70,090)
Deferred tax liability (135,455)
Noncontrolling interest (6,208)

Consideration transferred $ 620,958
 

Intangible assets subject to amortization of $21,792 related to customer relationships have an estimated average life of 10 years. In addition to the
amortizable intangible assets, there is an additional $215,357 in indefinite-lived trademark intangible assets. The goodwill of $276,586 was allocated to the
Ceramic segment. The factors contributing to the recognition of the amount of goodwill are based on several strategic and synergistic benefits that are
expected to be realized from the Marazzi acquisition. These benefits include opportunities to improve the Company's ceramic performance by leveraging
best practices, operational expertise, product innovation and manufacturing assets across the segment. The goodwill is not expected to be deductible for tax
purposes. The fair value of inventories acquired included a step-up in the value of inventories of approximately $18,744 which was charged to cost of sales in
the quarter ended June 29, 2013. The fair value of inventories acquired included a step-up in the value of inventories of approximately $31,041 which was
charged to cost of sales in the year ended December 31, 2013.

In connection with the acquisition of Marazzi, the Company became a party to an off-balance sheet accounts receivable securitization facility
("Marazzi Securitization Facility") pursuant to which the Company services receivables sold to a third party. As of June 28, 2014, the amount utilized under
the Marazzi Securitization Facility was €4,140. The Company is in the process of terminating this facility.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

The following unaudited pro forma consolidated results of operations have been prepared as if the Marazzi acquisition occurred as of January 1,
2012:

  Three Months Ended  Six Months Ended

  June 28, 2014  June 29, 2013  June 28, 2014  June 29, 2013

         

Net Sales:         
As reported  $ 2,048,247  1,976,299  3,861,342  3,463,114
Pro forma  $ 2,048,247  1,976,299  3,861,342  3,725,595
         
Net earnings from continuing operations attributable to
Mohawk Industries, Inc.:         
As reported  $ 152,750  85,933  233,831  136,428
Pro forma  $ 152,750  100,741  233,831  159,150
         
Basic earnings per share from continuing operations
attributable to Mohawk Industries, Inc.:         
As reported  $ 2.10  1.19  3.21  1.92
Pro forma  $ 2.10  1.39  3.21  2.20
         
Diluted earnings per share from continuing operations
attributable to Mohawk Industries, Inc.:         
As reported  $ 2.08  1.18  3.19  1.91
Pro forma  $ 2.08  1.38  3.19  2.18
 

The pro forma earnings and per share results for the three and six months ended June 29, 2013 have been prepared for comparative purposes only,
and they do not purport to be indicative of the results of operations that actually would have resulted had the acquisition occurred on the date indicated or
that may result in the future.

Other Acquisitions

On January 10, 2013, the Company completed its purchase of Pergo, a leading manufacturer of laminate flooring in the U.S. and the Nordic
countries. The total value of the acquisition was approximately $145,000. Pergo complements the Company's specialty distribution network in the U.S.,
leverages its geographic position in Europe, expands its geographic reach to the Nordic countries and India and enhances its patent portfolio. The
acquisition's results and purchase price allocation have been included in the condensed consolidated financial statements since the date of the acquisition.
The Company's acquisition of Pergo resulted in a goodwill allocation of $18,456, indefinite-lived trademark intangible assets of $16,834 and intangible
assets subject to amortization of $15,188. The goodwill is not expected to be deductible for tax purposes. The factors contributing to the recognition of the
amount of goodwill include the opportunity to optimize the assets of Pergo with the Company's existing Laminate and Wood assets while strengthening the
design and product performance of the Pergo and Unilin brands. The Pergo results are reflected in the Laminate and Wood segment.

On May 3, 2013, the Company completed the acquisition of Spano, a Belgian panel board manufacturer. The total value of the acquisition was
approximately $160,000. Spano extends the Laminate and Wood segment's customer base into new channels of distribution and adds technical expertise and
product knowledge that the Company can leverage. The acquisition's results and a purchase price allocation have been included in the condensed
consolidated financial statements since the date of the acquisition. The Company's acquisition of Spano resulted in a goodwill allocation of $37,739. The
goodwill is not expected to be deductible for tax purposes. The factors contributing to the recognition of the amount of goodwill include the extension of the
Company's customer base into new channels of distribution and the opportunity for synergies in manufacturing assets and processes, raw materials and
operational efficiencies. The Spano results are reflected in the Laminate and Wood segment.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

3. Restructuring, acquisition and integration-related costs

The Company incurs costs in connection with acquiring, integrating and restructuring acquisitions and in connection with its global cost-
reduction/productivity initiatives. For example:

• In connection with acquisition activity, the Company typically incurs costs associated with executing the transactions, integrating the acquired
operations (which may include expenditures for consulting and the integration of systems and processes), and restructuring the combined company
(which may include charges related to employees, assets and activities that will not continue in the combined company); and

• In connection with the Company's cost-reduction/productivity initiatives, it typically incurs costs and charges associated with site closings and
other facility rationalization actions and workforce reductions.

Restructuring, acquisition transaction and integration-related costs consisted of the following during the three and six months ended June 28, 2014
and June 29, 2013:

 Three Months Ended  Six Months Ended

 June 28, 2014  June 29, 2013  June 28, 2014  June 29, 2013

Cost of sales        
Restructuring costs $ 3,475  11,324  5,534  14,330
Acquisition integration-related costs 3,280  3,010  6,858  3,345
  Restructuring and integration-related costs $ 6,755  14,334  12,392  17,675

        

Selling, general and administrative expenses        
Restructuring costs $ 615  8,843  3,217  14,059
Acquisition transaction-related costs —  13,812  —  13,812
Acquisition integration-related costs 3,799  4,331  7,285  5,630
  Restructuring, acquisition and integration-related costs $ 4,414  26,986  10,502  33,501

The restructuring activity for the six months ended June 28, 2014 is as follows:

 
Lease

impairments  
Asset write-

downs  Severance  

Other
restructuring

costs  Total

Balance as of December 31, 2013 $ 5,904  —  18,144  —  24,048
Provision - Ceramic segment —  1,220  738  (224)  1,734
Provision - Laminate and Wood segment —  —  2,047  4,970  7,017
Cash payments (2,744)  —  (12,757)  (4,943)  (20,444)
Non-cash items —  (1,220)  —  224  (996)
Balance as of June 28, 2014 $ 3,160  —  8,172  27  11,359

The Company expects the remaining lease impairments, severance and other restructuring costs to be paid over the next five years.
    

4. Discontinued operations

On January 22, 2014, the Company sold a non-core sanitary ware business acquired as part of the Marazzi acquisition because the Company did not
believe the business was consistent with its long-term strategy. The Company determined that the business meets the definition of discontinued operations.
Sales attributable to discontinued operations for the year ended December 31, 2013 were immaterial. The loss on sale of $16,569 ($15,651, net of tax) related
to the disposition of the business was recorded in discontinued operations for the year ended December 31, 2013.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

5. Receivables, net

Receivables, net are as follows:

 
June 28, 

2014  
December 31, 

2013

Customers, trade $ 1,280,046  1,076,824
Income tax receivable 7,017  7,590
Other 57,164  55,498
 1,344,227  1,139,912
Less: allowance for discounts, returns, claims and doubtful accounts 82,419  77,037

Receivables, net $ 1,261,808  1,062,875

6. Inventories

The components of inventories are as follows:

 
June 28, 

2014  
December 31, 

2013

Finished goods $ 1,100,102  1,039,478
Work in process 131,987  129,080
Raw materials 412,679  403,767

Total inventories $ 1,644,768  1,572,325

7. Goodwill and intangible assets

The components of goodwill and other intangible assets are as follows:

Goodwill:

 Carpet segment  Ceramic segment  
Laminate and
Wood segment  Total

Balance as of December 31, 2013        
Goodwill $ 199,132  1,459,812  1,404,573  3,063,517
Accumulated impairment losses (199,132)  (531,930)  (596,363)  (1,327,425)

 $ —  927,882  808,210  1,736,092

        

Goodwill recognized during the period  (2,497)  7,775  5,278
Currency translation during the period  (4,768)  (5,889)  (10,657)

        

Balance as of June 28, 2014        
Goodwill $ 199,132  1,452,547  1,406,459  3,058,138
Accumulated impairment losses (199,132)  (531,930)  (596,363)  (1,327,425)

 $ —  920,617  810,096  1,730,713

During the first quarter of 2014, the Company acquired certain assets of a wood business in the Laminate and Wood segment for $303, resulting in a
preliminary goodwill allocation of $6,662.

Intangible assets not subject to amortization:

 Tradenames

Balance as of December 31, 2013 $ 700,592
Currency translation during the period (6,242)

Balance as of June 28, 2014 $ 694,350
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

Intangible assets subject to amortization:

Gross carrying amounts:
Customer

relationships  Patents  Other  Total

Balance as of December 31, 2013 $ 383,359  307,186  1,501  692,046
Currency translation during the period (2,295)  (3,494)  13  (5,776)
Balance as of June 28, 2014 $ 381,064  303,692  1,514  686,270

        

Accumulated amortization:
Customer

relationships  Patents  Other  Total

Balance as of December 31, 2013 $ 342,361  238,115  560  581,036
Amortization during the period 3,528  8,957  62  12,547
Currency translation during the period (2,503)  (2,726)  6  (5,223)
Balance as of June 28, 2014 $ 343,386  244,346  628  588,360

        

Intangible assets subject to amortization, net $ 37,678  59,346  886  97,910

 Three Months Ended  Six Months Ended

 
June 28, 

2014  
June 29, 

2013  
June 28, 

2014  
June 29, 

2013

Amortization expense $ 6,509  6,774  12,547  12,748

8. Accounts payable and accrued expenses

Accounts payable and accrued expenses are as follows:

 
June 28, 

2014  
December 31, 

2013

Outstanding checks in excess of cash $ 20,950  18,012
Accounts payable, trade 711,807  631,732
Accrued expenses 262,401  273,230
Product warranties 32,235  35,818
Accrued interest 35,455  35,618
Income taxes payable 12,838  1,095
Deferred tax liability 11,710  11,235
Accrued compensation and benefits 165,895  186,853

Total accounts payable and accrued expenses $ 1,253,291  1,193,593

9. Product warranties

The Company warrants certain qualitative attributes of its products for up to 50 years. The Company records a provision for estimated warranty and
related costs in accrued expenses, based on historical experience, and periodically adjusts these provisions to reflect actual experience.

The activity related to warranty obligations is as follows:

 Three Months Ended  Six Months Ended

 
June 28, 

2014  
June 29, 

2013  
June 28, 

2014  
June 29, 

2013

Balance at beginning of period $ 33,260  35,483  35,818  32,930
Warranty claims paid during the period (15,862)  (16,306)  (29,886)  (29,607)
Acquisitions —  503  —  3,283
Warranty expense during the period 14,837  13,994  26,303  27,068

Balance at end of period $ 32,235  33,674  32,235  33,674
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

10. Accumulated other comprehensive income

The changes in accumulated other comprehensive income by component, net of tax, for the six months ended June 28, 2014 are as follows:

 

Foreign currency
translation
adjustments  Pensions (1)  Total

Balance as of December 31, 2013 $ 178,846  (157)  178,689
Current period other comprehensive (loss) income before reclassifications (43,314)  4  (43,310)
Amounts reclassified from accumulated other comprehensive (loss) income —  —  —
Balance as of June 28, 2014 $ 135,532  (153)  135,379

(1) This accumulated other comprehensive income (loss) component is included in the computation of net periodic pension cost (refer to Note 13 to the consolidated financial
statements included in the Company's Annual Report on Form 10-K for the year ended December 31, 2013).

11. Stock-based compensation

The Company recognizes compensation expense for all share-based payments granted based on the grant-date fair value estimated in accordance
with the provisions of the Financial Accounting Standards Board Accounting Standards Codification topic (“ASC”) 718-10. Compensation expense is
recognized on a straight-line basis over the options’ or other awards’ estimated lives for fixed awards with ratable vesting provisions.

Under the Company’s 2012 Incentive Plan (“2012 Plan”), the Company's principal stock compensation plan as of May 9, 2012, the Company
reserved up to a maximum of 3,200 shares of common stock for issuance upon the grant or exercise of stock options, restricted stock, restricted stock units
(“RSUs”) and other types of awards, to directors and key employees through 2022. Option awards are granted with an exercise price equal to the market price
of the Company’s common stock on the date of the grant and generally vest between three and five years with a 10-year contractual term. Restricted stock
and RSUs are granted with a price equal to the market price of the Company’s common stock on the date of the grant and generally vest between three and
five years.

The Company did not grant any options for the three and six months ended June 28, 2014 and June 29, 2013. The Company recognized stock-based
compensation costs related to stock options of $191 ($121 net of taxes) and $251 ($159 net of taxes) for the three months ended June 28, 2014 and June 29,
2013, respectively, which has been allocated to cost of sales and selling, general and administrative expenses. The Company recognized stock-based
compensation costs related to stock options of $474 ($300 net of taxes) and $856 ($542 net of taxes) for the six months ended June 28, 2014 and June 29,
2013, respectively, which has been allocated to cost of sales and selling, general and administrative expenses. Pre-tax unrecognized compensation expense
for stock options granted to employees and outside directors, net of estimated forfeitures, was $596 as of June 28, 2014, and will be recognized as expense
over a weighted-average period of approximately 0.9 years.

The fair value of the option award is estimated on the date of grant using the Black-Scholes-Merton valuation model. Expected volatility is based on
the historical volatility of the Company’s common stock. The Company uses historical data to estimate option exercise and forfeiture rates within the
valuation model.

The Company did not grant any RSU's for the three months ended June 28, 2014. The Company granted 189 RSU's at a weighted-average grant-date
fair value of $144.75 per unit for the six months ended June 28, 2014. The Company granted 93 RSU's at a weighted-average grant-date fair value per unit of
$106.45 for the three months ended June 29, 2013. The Company granted 299 RSU's at a weighted-average grant-date fair value per unit of $110.10 for the
six months ended June 29, 2013. The Company recognized stock-based compensation costs related to the issuance of RSUs of $6,392 ($4,049 net of taxes)
and $3,744 ($2,372 net of taxes) for the three months ended June 28, 2014 and June 29, 2013, respectively, which has been allocated to cost of sales and
selling, general and administrative expenses. The Company recognized stock-based compensation costs related to the issuance of RSUs of $13,723 ($8,694
net of taxes) and $8,642 ($5,475 net of taxes) for the six months ended June 28, 2014 and June 29, 2013, respectively, which has been allocated to cost of
sales and selling, general and administrative expenses. Pre-tax unrecognized compensation expense for unvested RSUs granted to employees, net of
estimated forfeitures, was $42,849 as of June 28, 2014, and will be recognized as expense over a weighted-average period of approximately 2.43 years.
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12. Other expense (income)

Other expense (income) is as follows:

 Three Months Ended  Six Months Ended

 
June 28, 

2014  
June 29, 

2013  
June 28, 

2014  
June 29, 

2013

Foreign currency (gains) losses, net $ (1,033)  (767)  4,855  3,032
All other, net (522)  (330)  (1,520)  2,258
Total other (income) expense $ (1,555)  (1,097)  3,335  5,290

13. Earnings per share

Basic earnings per common share is computed by dividing earnings from continuing operations attributable to Mohawk Industries, Inc. by the
weighted average number of common shares outstanding during each period. Diluted earnings per common share assumes the exercise of outstanding stock
options and the vesting of RSUs using the treasury stock method when the effects of such assumptions are dilutive. A reconciliation of earnings from
continuing operations attributable to Mohawk Industries, Inc. and weighted average common shares outstanding for purposes of calculating basic and
diluted earnings per share is as follows:

    

 Three Months Ended  Six Months Ended

 
June 28, 

2014  
June 29, 

2013  
June 28, 

2014  
June 29, 

2013

Earnings from continuing operations attributable to Mohawk Industries, Inc. $ 152,750  85,933  233,831  136,428

        

Weighted-average common shares outstanding-basic and diluted:        
Weighted-average common shares outstanding—basic 72,832  72,406  72,788  70,907
Add weighted-average dilutive potential common shares—options to
purchase common shares and RSUs, net 465  461  514  498

Weighted-average common shares outstanding-diluted 73,297  72,867  73,302  71,405

        

Earnings per share from continuing operations attributable to Mohawk
Industries, Inc.        

Basic $ 2.10  1.19  3.21  1.92
Diluted $ 2.08  1.18  3.19  1.91

14. Segment reporting

The Company has three reporting segments: the Carpet segment, the Ceramic segment and the Laminate and Wood segment. The Carpet segment
designs, manufactures, sources and markets its floor covering product lines, including carpets, ceramic tile, laminate, rugs, carpet pad, hardwood and resilient,
which it distributes primarily in North America through its network of regional distribution centers and satellite warehouses using company-operated trucks,
common carrier or rail transportation. The segment’s product lines are sold through various selling channels, which include independent floor covering
retailers, home centers, mass merchandisers, department stores, shop at home, buying groups, commercial dealers and commercial end users. The Ceramic
segment designs, manufactures, sources and markets a broad line of ceramic tile, porcelain tile, natural stone and other products, which it distributes primarily
in North America, Europe and Russia through its network of regional distribution centers and Company-operated service centers using company-operated
trucks, common carriers or rail transportation. The segment’s product lines are sold through Company-operated service centers, independent distributors,
home center retailers, tile and flooring retailers and contractors. The Laminate and Wood segment designs, manufactures, sources, licenses and markets
laminate, hardwood flooring, roofing elements, insulation boards, medium-density fiberboard ("MDF"), chipboards and other wood products, which it
distributes primarily in North America and Europe through various selling channels, which include retailers, independent distributors and home centers.

14



Table of Contents
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

The accounting policies for each operating segment are consistent with the Company’s policies for the consolidated financial statements. Amounts
disclosed for each segment are prior to any elimination or consolidation entries. Corporate general and administrative expenses attributable to each segment
are estimated and allocated accordingly. Segment performance is evaluated based on operating income.

Segment information is as follows:

 Three Months Ended  Six Months Ended

 
June 28, 

2014  
June 29, 

2013  
June 28, 

2014  
June 29, 

2013

Net sales:        
Carpet segment $ 780,308  770,868  1,455,234  1,466,202
Ceramic segment 796,724  760,168  1,491,818  1,172,049
Laminate and Wood segment 501,257  470,980  969,265  875,455
Intersegment sales (30,042)  (25,717)  (54,975)  (50,592)

 $ 2,048,247  1,976,299  3,861,342  3,463,114
Operating income (loss):        

Carpet segment $ 62,826  54,862  97,097  80,100
Ceramic segment 106,407  46,304  167,066  76,280
Laminate and Wood segment 60,843  41,362  104,962  80,055
Corporate and intersegment eliminations (7,828)  (9,330)  (16,142)  (16,395)

 $ 222,248  133,198  352,983  220,040
 

 
June 28, 

2014  
December 31, 

2013

Assets:    
Carpet segment $ 1,960,106  1,786,085
Ceramic segment 3,900,387  3,787,785
Laminate and Wood segment 2,818,129  2,716,759
Corporate and intersegment eliminations 203,059  203,548

 $ 8,881,681  8,494,177

15. Commitments, contingencies and other

The Company is involved in litigation from time to time in the regular course of its business. Except as noted below, there are no material legal
proceedings pending or known by the Company to be contemplated to which the Company is a party or to which any of its property is subject.

Beginning in August 2010, a series of civil lawsuits were initiated in several U.S. federal courts alleging that certain manufacturers of polyurethane
foam products and competitors of the Company’s carpet underlay division had engaged in price fixing in violation of U.S. antitrust laws. The Company has
been named as a defendant in a number of the individual cases (the first filed on August 26, 2010), as well as in two consolidated amended class action
complaints (the first filed on February 28, 2011) on behalf of a class of all direct purchasers of polyurethane foam products, and the second filed on March 21,
2011, on behalf of a class of indirect purchasers. All pending cases in which the Company has been named as a defendant have been filed in or transferred to
the U.S. District Court for the Northern District of Ohio for consolidated pre-trial proceedings under the name In re: Polyurethane Foam Antitrust Litigation,
Case No. 1:10-MDL-02196.

In these actions, the plaintiffs, on behalf of themselves and/or a class of purchasers, seek three times the amount of unspecified damages allegedly
suffered as a result of alleged overcharges in the price of polyurethane foam products from at least 1999 to the present. Each plaintiff also seeks attorney fees,
pre-judgment and post-judgment interest, court costs, and injunctive relief against future violations. In April 2011, the Company filed a motion to dismiss the
class action claims brought by the direct purchasers, and in May 2011, the Company moved to dismiss the claims brought by the indirect purchasers. On
July 19, 2011, the Court denied all defendants’ motions to dismiss.  On April 9, 2014, the Court certified the direct and indirect purchaser classes. The
Company appealed the certification order on April 24, 2014.
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In December 2011, the Company was named as a defendant in a Canadian Class action, Hi! Neighbor Floor Covering Co. Limited v. Hickory Springs
Manufacturing Company, et al., filed in the Superior Court of Justice of Ontario, Canada and Options Consommateures v. Vitafoam, Inc. et.al., filed in the
Superior Court of Justice of Quebec, Montreal, Canada, both of which allege similar claims against the Company as raised in the U.S. actions and seek
unspecified damages and punitive damages. The Company denies all of the allegations in these actions and will vigorously defend itself.

    

In January 2012, the Company received a €23,789 assessment from the Belgian tax authority related to its year ended December 31, 2008, asserting
that the Company had understated its Belgian taxable income for that year. The Company filed a formal protest in the first quarter of 2012 refuting the
Belgian tax authority's position. The Belgian tax authority set aside the assessment in the third quarter of 2012 and refunded all related deposits, including
interest income of €1,583 earned on such deposits. However, on October 23, 2012, the Belgian tax authority notified the Company of its intent to increase
the Company's taxable income for the year ended December 31, 2008 under a revised theory. On May 20, 2014, the Company was re-assessed by the Belgian
tax authority for the year ended December 31, 2008 in the amount of €30,132 including penalties, but excluding interest.

    On December 28, 2012, the Belgian tax authority issued assessments for the years ended December 31, 2005 and December 31, 2009, in the amounts of
€46,135 and €35,567, respectively, including penalties, but excluding interest. The Company filed a formal protest during the first quarter of 2013 relating to
the new assessments. In September 2013, the Belgian tax authority denied the Company's protests, and the Company has petitioned the applicable Belgian
court to hear the case.

In December 2013, the Belgian tax authority issued additional assessments related to the years ended December 31, 2006, 2007, and 2010, in the
amounts of €38,817, €39,635, and €43,117, respectively, including penalties, but excluding interest. The Company filed formal protests during the first
quarter of 2014, refuting the Belgian tax authority's position for each of the years assessed.

The Company continues to disagree with the views of the Belgian tax authority on this matter and will persist in its vigorous defense. Although
there can be no assurances, the Company believes the ultimate outcome of these actions will not have a material adverse effect on its financial condition but
could have a material adverse effect on its results of operations, liquidity or cash flows in a given quarter or year.

The Company believes that adequate provisions for resolution of all contingencies, claims and pending litigation have been made for probable
losses that are reasonably estimable. These contingencies are subject to significant uncertainties and we are unable to estimate the amount or range of loss, if
any, in excess of amounts accrued. The Company does not believe that the ultimate outcome of these actions will have a material adverse effect on its
financial condition but could have a material adverse effect on its results of operations, cash flows or liquidity in a given quarter or year.

16. Debt

Commercial Paper

On February 28, 2014, the Company entered into definitive documentation to establish a commercial paper program for the issuance of unsecured
commercial paper in the United States capital markets. Under the program, the Company may issue commercial paper notes from time to time in an aggregate
amount not to exceed $1,000,000 outstanding at any time, subject to availability under the 2013 Senior Credit Facility, which the Company uses as a
liquidity backstop. The commercial paper notes will have maturities ranging from one day to 397 days and will not be subject to voluntary prepayment by
the Company or redemption prior to maturity. The commercial paper notes will rank pari passu with all of the Company's other unsecured and
unsubordinated indebtedness.

The proceeds from the sale of commercial paper notes will be available for general corporate purposes. The Company used the initial proceeds from
the sale of commercial paper notes to repay borrowings under its 2013 Senior Credit Facility and certain of its industrial revenue bonds. As of June 28, 2014,
the amount utilized under the commercial paper program was $560,000 with a weighted-average interest rate and maturity period of 0.67% and 54 days,
respectively. 

Senior Credit Facility

On September 25, 2013, the Company entered into a $1,000,000, 5-year, senior revolving credit facility (the "2013 Senior Credit Facility"). The
2013 Senior Credit Facility provides for a maximum of $1,000,000 of revolving credit, including
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limited amounts of credit in the form of letters of credit and swingline loans. The Company paid financing costs of $1,836 in connection with its 2013 Senior
Credit Facility. These costs were deferred and, along with unamortized costs of $11,440 related to the Company’s 2011 Credit Facility, are being amortized
over the term of the 2013 Senior Credit Facility.

At the Company's election, revolving loans under the 2013 Senior Credit Facility bear interest at annual rates equal to either (a) LIBOR for 1, 2, 3 or
6 month periods, as selected by the Company, plus an applicable margin ranging between 1.00% and 1.75%, or (b) the higher of the Wells Fargo Bank,
National Association prime rate, the Federal Funds rate plus 0.5%, and a monthly LIBOR rate plus 1.0%, plus an applicable margin ranging between 0.00%
and 0.75%. The Company also pays a commitment fee to the Lenders under the 2013 Senior Credit Facility on the average amount by which the aggregate
commitments of the Lenders' exceed utilization of the 2013 Senior Credit Facility ranging from 0.125% to 0.25% per annum. The applicable interest rate and
the commitment fee are determined based on whichever of the Company's Consolidated Net Leverage Ratio or its senior unsecured debt rating (or if not
available, corporate family rating) results in the lower applicable margins and commitment fee (with applicable margins and the commitment fee increasing
as that ratio increases or those ratings decline, as applicable).

The obligations of the Company and its subsidiaries in respect of the 2013 Senior Credit Facility are unsecured.

If at any time (a) both (i) the Moody's Rating is Ba2 and (ii) the S&P Rating is BB, (b) (i) the Moody's Rating is Ba3 or lower and (ii) the S&P Rating
is below BBB- (with a stable outlook or better) or (c) (i) the Moody's Rating is below Baa3 (with a stable outlook or better) and (ii) the S&P Rating is BB- or
lower, the obligations of the Company and the other Borrowers under the 2013 Senior Credit Facility will be required to be guaranteed by all of the
Company's material domestic subsidiaries and all obligations of Borrowers that are foreign subsidiaries will be required to be guaranteed by those foreign
subsidiaries of the Company which the Company designates as guarantors.

The 2013 Senior Credit Facility includes certain affirmative and negative covenants that impose restrictions on the Company's financial and
business operations, including limitations on liens, indebtedness, investments, fundamental changes, asset dispositions, dividends and other similar restricted
payments, transactions with affiliates, payments and modifications of certain existing debt, future negative pledges, and changes in the nature of the
Company's business. Many of these limitations are subject to numerous exceptions. The Company is also required to maintain a Consolidated Interest
Coverage Ratio of at least 3.0 to 1.0 and a Consolidated Net Leverage Ratio of no more than 3.75 to 1.0, each as of the last day of any fiscal quarter.

The 2013 Senior Credit Facility also contains customary representations and warranties and events of default, subject to customary grace periods.

The 2013 Senior Credit Facility is scheduled to mature on September 25, 2018. However, the maturity date will accelerate, resulting in the
acceleration of any unamortized deferred financing costs, to October 16, 2015, if on that date any of the Company's 6.125% notes due January 15, 2016
remains outstanding and the Company has not delivered to the Administrative Agent a certificate demonstrating that, after giving pro forma effect to the
repayment in cash in full on that date of all of the 6.125% notes that remain outstanding, the amount the Company would be permitted to draw under the
2013 Senior Credit Facility, together with the aggregate consolidated amount of unrestricted cash and cash equivalents of the Company, would exceed
$200,000.  While there can be no assurance, the Company currently believes that if any of the 6.125% notes remains outstanding on October 16, 2015, the
amount the Company would be permitted to draw under the 2013 Senior Credit Facility, together with the aggregate consolidated amount of the Company’s
unrestricted cash and cash equivalents, would exceed $200,000 on October 16, 2015.

As of June 28, 2014, the amount utilized under the 2013 Senior Credit Facility was $66,663 resulting in a total of $933,337 available under the
2013 Senior Credit Facility. The amount utilized included $27,444 of borrowings and $39,219 of standby letters of credit related to various insurance
contracts and foreign vendor commitments. The Company considers the outstanding borrowings of $560,000 as of June 28, 2014 under its commercial paper
program to be a reduction of the available capacity on its 2013 Senior Credit Facility.

Senior Notes

On January 31, 2013, the Company issued $600,000 aggregate principal amount of 3.85% Senior Notes due February 1, 2023. The Company paid
financing costs of $6,000 in connection with the 3.85% Senior Notes. These costs were deferred and are being amortized over the term of the 3.85% Senior
Notes.

On January 17, 2006, the Company issued $900,000 aggregate principal amount of 6.125% notes due January 15, 2016. Interest payable on these
notes is subject to adjustment if either Moody’s or S&P, or both, upgrades or downgrades the
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rating assigned to the Company. Each rating agency downgrade results in a 0.25% increase in the interest rate, subject to a maximum increase of 1% per
rating agency. If later the rating of these notes improves, then the interest rates would be reduced accordingly. Each 0.25% increase in the interest rate of
these notes would increase the Company’s interest expense by approximately $63 per quarter per $100,000 of outstanding notes. The current rate in effect is
6.125%. Any future downgrades in the Company’s credit ratings could increase the cost of its existing credit and adversely affect the cost of and ability to
obtain additional credit in the future.

On July 15, 2014, subsequent to the balance sheet date, the Company notified the trustee of its intent to redeem approximately $200,000 aggregate
principal amount of its outstanding 6.125% notes due January 15, 2016, which will result in a premium to redeemed note holders as set forth in the indenture
documents.

    
Accounts Receivable Securitization

On December 19, 2012, the Company entered into a three-year on-balance sheet trade accounts receivable securitization agreement (the
"Securitization Facility"). The Securitization Facility allows the Company to borrow up to $300,000 based on available accounts receivable and is secured
by the Company's U.S. trade accounts receivable. Borrowings under the Securitization Facility bear interest at commercial paper interest rates, in the case of
lenders that are commercial paper conduits, or LIBOR, in the case of lenders that are not commercial paper conduits, in each case, plus an applicable margin
of 0.75% per annum. The Company also pays a commitment fee at a per annum rate of 0.30% on the unused amount of each lender's commitment. At June 28,
2014, the amount utilized under the Securitization Facility was $300,000.

The fair values and carrying values of our debt instruments are detailed as follows:

 June 28, 2014  December 31, 2013

 Fair Value  
Carrying

Value  Fair Value  
Carrying

Value

3.85% senior notes, payable January 31, 2023; interest payable semiannually $ 603,600  600,000  569,400  600,000
6.125% notes, payable January 15, 2016; interest payable semiannually 972,900  900,000  983,700  900,000
Commercial paper 560,000  560,000  —  —
Five-year senior secured credit facility, due September 25, 2018 27,444  27,444  364,005  364,005
Securitization facility 300,000  300,000  300,000  300,000
Capital leases and other 39,394  39,394  96,003  96,003

Total debt 2,503,338  2,426,838  2,313,108  2,260,008
Less current portion of long term debt and commercial paper 619,229  619,229  127,218  127,218

Long-term debt, less current portion $ 1,884,109  1,807,609  2,185,890  2,132,790

The fair values of the Company’s debt instruments were estimated using market observable inputs, including quoted prices in active markets, market
indices and interest rate measurements. Within the hierarchy of fair value measurements, these are Level 2 fair values.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Overview

Mohawk Industries, Inc. (“Mohawk” or the “Company”) is a leading global flooring manufacturer that creates products to enhance residential and
commercial spaces around the world. The Company's vertically integrated manufacturing and distribution processes provide competitive advantages in
carpet, rugs, ceramic tile, laminate, wood, stone and vinyl flooring. The Company's industry-leading innovation has yielded products and technologies that
differentiate its brands in the marketplace and satisfy all flooring related remodeling and new construction requirements. The Company's brands are among
the most recognized in the industry and include American Olean®, Bigelow®, Daltile®, Durkan®, Karastan®, Kerama Marazzi®, Lees®, Marazzi®, Mohawk®,
Pergo®, Quick-Step® and Unilin®. During the past decade, the Company has transformed its business from an American carpet manufacturer into the world's
largest flooring company with operations in Australia, Brazil, Canada, China, Europe, India, Malaysia, Mexico, Russia and the United States. The Company
had annual net sales in 2013 of $7.3 billion.

The Company has three reporting segments: the Carpet segment, the Ceramic segment and the Laminate and Wood segment. The Carpet segment
designs, manufactures, sources and markets its floor covering product lines, including carpets, ceramic tile, laminate, rugs, carpet pad, hardwood and resilient,
which it distributes primarily in North America through its network of regional distribution centers and satellite warehouses using company-operated trucks,
common carrier or rail transportation. The segment’s product lines are sold through various selling channels, including independent floor covering retailers,
home centers, mass merchandisers, department stores, shop at home, buying groups, commercial dealers and commercial end users. The Ceramic segment
designs, manufactures, sources and markets a broad line of ceramic tile, porcelain tile, natural stone and other products, which it distributes primarily in North
America, Europe and Russia through its network of regional distribution centers and Company-operated service centers using company-operated trucks,
common carriers or rail transportation. The segment’s product lines are sold through Company-operated service centers, independent distributors, home
center retailers, tile and flooring retailers and contractors. The Laminate and Wood segment designs, manufactures, sources, licenses and markets laminate,
hardwood flooring, roofing elements, insulation boards, medium-density fiberboard ("MDF"), chipboards and other wood products, which it distributes
primarily in North America and Europe through various selling channels, which include retailers, independent distributors and home centers.
        

For the three months ended June 28, 2014, net earnings attributable to the Company were $152.8 million, or diluted earnings per share (“EPS”) of
$2.08, compared to the net earnings attributable to the Company of $84.6 million, or diluted EPS of $1.16, for the three months ended June 29, 2013. The
increase in diluted EPS for the three months ended June 28, 2014 was primarily attributable to lower restructuring, acquisition and integration-related costs,
inventory step-up in the prior year related to the Marazzi acquisition, increased operations productivity and higher volume, partially offset by higher input
costs.

For the six months ended June 28, 2014, net earnings attributable to the Company were $233.8 million, or diluted earnings per share (“EPS”) of
$3.19, compared to the net earnings attributable to the Company of $135.1 million, or diluted EPS of $1.89, for the six months ended June 29, 2013. The
increase in diluted EPS for the three months ended June 28, 2014 was primarily attributable to lower restructuring, acquisition and integration-related costs,
inventory step-up in the prior year related to the Marazzi acquisition, increased operations productivity, the Marazzi and Spano acquisitions and higher
volume, partially offset by higher input costs.

Results of Operations

Quarter Ended June 28, 2014, as compared with Quarter Ended June 29, 2013

Net sales

Net sales for the three months ended June 28, 2014 were $2,048.2 million, reflecting an increase of $71.9 million, or 3.6%, from the $1,976.3 million
reported for the three months ended June 29, 2013. The increase was primarily attributable to higher volume of approximately $51 million, the net impact of
favorable foreign exchange rates of approximately $14 million and the favorable net impact of price and product mix of approximately $7 million.

Carpet segment—Net sales increased $9.4 million, or 1.2%, to $780.3 million for the three months ended June 28, 2014, compared to $770.9 million
for the three months ended June 29, 2013. The increase was primarily attributable to higher volume of approximately $14 million, partially offset by the
unfavorable net impact of price and product mix of approximately $5 million.
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Ceramic segment—Net sales increased $36.6 million, or 4.8%, to $796.7 million for the three months ended June 28, 2014, compared to $760.2
million for the three months ended June 29, 2013. The increase was primarily attributable to higher volume of approximately $28 million and the favorable
net impact of price and product mix of approximately $11 million, partially offset by the net impact of unfavorable foreign exchange rates of approximately
$2 million. The volume increases were attributable to higher residential and commercial sales primarily in North America.

Laminate and Wood segment—Net sales increased $30.3 million, or 6.4%, to $501.3 million for the three months ended June 28, 2014, compared to
$471.0 million for the three months ended June 29, 2013. The increase was primarily attributable to the net impact of favorable foreign exchange rates of
approximately $16 million, higher volume of approximately $13 million and the favorable net impact of price and product mix of approximately $1 million.
The $13 million increase in volume in the quarter was primarily attributable to the Spano acquisition.

Gross profit

Gross profit for the three months ended June 28, 2014 was $574.8 million (28.1% of net sales), an increase of $60.8 million or 11.8%, compared to
gross profit of $514.1 million (26.0% of net sales) for the three months ended June 29, 2013. As a percentage of net sales, gross profit increased 210 basis
points. The increase in gross profit dollars was primarily attributable to operations productivity of approximately $23 million, higher sales volume of
approximately $20 million, fair value inventory step-up adjustment in the prior year related to the Marazzi acquisition of approximately $19 million and
lower restructuring, acquisition and integration-related costs of approximately $7 million, the net impact of favorable foreign exchange rates of
approximately $4 million and the favorable net impact of price and product mix of approximately $4 million, partially offset by higher input costs of
approximately $15 million.

Selling, general and administrative expenses

Selling, general and administrative expenses for the three months ended June 28, 2014 were $352.6 million (17.2% of net sales), compared to $380.9
million (19.3% of net sales) for the three months ended June 29, 2013. As a percentage of net sales, selling, general and administrative expenses decreased
210 basis points. The decrease in selling, general and administrative expenses in dollars was primarily attributable to lower restructuring, acquisition and
integration-related costs and improved efficiencies.

Operating income

Operating income for the three months ended June 28, 2014 was $222.2 million (10.9% of net sales) reflecting an increase of $89.1 million, or
66.9%, compared to operating income of $133.2 million (6.7% of net sales) for the three months ended June 29, 2013. The increase in operating income was
primarily attributable to lower restructuring, acquisition and integration-related costs of approximately $29 million, increases in operations productivity of
approximately $23 million, sales volume increases of approximately $20 million, fair value inventory step-up adjustment in the prior year related to the
Marazzi acquisition of approximately $19 million, improved efficiencies in selling, general and administrative expenses of approximately $8 million and the
favorable net impact of price and product mix of approximately $4 million, partially offset by higher input costs of approximately $15 million.

Carpet segment—Operating income was $62.8 million (8.1% of segment net sales) for the three months ended June 28, 2014 reflecting an increase
of $8.0 million compared to operating income of $54.9 million (7.1% of segment net sales) for the three months ended June 29, 2013. The increase in
operating income was primarily attributable to operations productivity of approximately $12 million and higher volume of approximately $3 million and
improved efficiencies in selling, general and administrative expenses of approximately $3 million, partially offset by higher input costs of approximately $6
million and the unfavorable net impact of price and product mix of approximately $4 million.

Ceramic segment—Operating income was $106.4 million (13.4% of segment net sales) for the three months ended June 28, 2014 reflecting an
increase of $60.1 million compared to operating income of $46.3 million (6.1% of segment net sales) for the three months ended June 29, 2013. The increase
in operating income was primarily attributable to lower restructuring, acquisition and integration-related costs of approximately $23 million, fair value
inventory step-up adjustment in the prior year related to the Marazzi acquisition of approximately $19 million, sales volume increases of approximately $10
million, operations productivity of approximately $9 million and the favorable net impact of price and product mix of approximately $4 million, partially
offset by higher input costs of approximately $5 million.

Laminate and Wood segment—Operating income was $60.8 million (12.1% of segment net sales) for the three months ended June 28, 2014
reflecting an increase of $19.5 million compared to operating income of $41.4 million (8.8% of segment
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net sales) for the three months ended June 29, 2013. The increase in operating income was primarily attributable to sales volume increases of approximately
$6 million, lower restructuring, acquisition and integration costs of approximately $7 million, the favorable net impact of price and product mix of
approximately $4 million, operations productivity of approximately $2 million and the net impact of favorable foreign exchange rates of approximately $2
million, partially offset by higher input costs of approximately $4 million.

Interest expense

Interest expense was $20.7 million for the three months ended June 28, 2014, reflecting a decrease of $4.6 million compared to interest expense of
$25.3 million for the three months ended June 29, 2013. The decrease was primarily attributable to lower debt levels and lower interest rates.

Other (income) expense

Other income was $1.6 million for the three months ended June 28, 2014, reflecting a favorable change of $0.5 million compared to other income of
$1.1 million for the three months ended June 29, 2013.

Income tax expense

For the three months ended June 28, 2014, the Company recorded income tax expense of $50.2 million on earnings from continuing operations
before income taxes of $203.1 million for an effective tax rate of 24.7%, as compared to an income tax expense of $23.2 million on earnings from continuing
operations before income taxes of $109.0 million, for an effective tax rate of 21.3% for the three months ended June 29, 2013. The difference in the effective
tax rate for the comparative period is attributable to the geographic dispersion of earnings and losses for the quarters.

Six Months Ended Ended June 28, 2014, as compared with Six Months Ended June 29, 2013

Net sales

Net sales for the six months ended June 28, 2014 were $3,861.3 million, reflecting an increase of $398.2 million, or 11.5%, from the $3,463.1
million reported for the six months ended June 29, 2013. The increase was primarily attributable to higher volume of approximately $368 million mainly
driven by the Marazzi and Spano acquisitions and the net impact of favorable foreign exchange rates of approximately $25 million and the favorable net
impact of price and product mix of approximately $5 million.

Carpet segment—Net sales decreased $11.0 million, or 0.7%, to $1,455.2 million for the six months ended June 28, 2014, compared to $1,466.2
million for the six months ended June 29, 2013. The decrease was primarily attributable to lower volume of approximately $8 million and the unfavorable
net impact of price and product mix of approximately $3 million.

Ceramic segment—Net sales increased $319.8 million, or 27.3%, to $1,491.8 million for the six months ended June 28, 2014, compared to $1,172.0
million for the six months ended June 29, 2013. The increase was primarily attributable to higher volume of approximately $310 million and the favorable
net impact of price and product mix of approximately $14 million, partially offset by the net impact of unfavorable foreign exchange rates of approximately
$4 million. Of the $310 million increase in volume, approximately $272 million was attributable to the Marazzi acquisition. The remaining volume increases
were attributable to higher residential and commercial sales.

Laminate and Wood segment—Net sales increased $93.8 million, or 10.7%, to $969.3 million for the six months ended June 28, 2014, compared to
$875.5 million for the six months ended June 29, 2013. The increase was primarily attributable to higher volume of approximately $70 million and the net
impact of favorable foreign exchange rates of approximately $29 million, partially offset by the unfavorable net impact of price and product mix of
approximately $5 million. The increase in volume was primarily attributable to the Spano acquisition.

Gross profit

Gross profit for the six months ended June 28, 2014 was $1,056.2 million (27.4% of net sales), an increase of $165.0 million or 18.5%, compared to
gross profit of $891.1 million (25.7% of net sales) for the six months ended June 29, 2013. As a percentage of net sales, gross profit increased 170 basis
points. The increase in gross profit dollars was primarily attributable to higher sales volume of approximately $109 million that was predominately
attributable to the Marazzi and Spano acquisitions, operations productivity of approximately $45 million, fair value inventory step-up adjustment in the
prior year related to the
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Marazzi acquisition of approximately $19 million, the favorable net impact of price and product mix of approximately $12 million, the net impact of
favorable foreign exchange rates of approximately $8 million and lower restructuring, acquisition and integration-related costs of approximately $6 million,
partially offset by higher input costs of approximately $29 million.

Selling, general and administrative expenses

Selling, general and administrative expenses for the six months ended June 28, 2014 were $703.2 million (18.2% of net sales), compared to $671.1
million (19.4% of net sales) for the six months ended June 29, 2013. As a percentage of net sales, selling, general and administrative expenses decreased 120
basis points. The increase in selling, general and administrative expenses in dollars was primarily attributable to acquisition volume, partially offset by lower
restructuring, acquisition and integration-related costs and improved efficiencies.
  
Operating income

Operating income for the six months ended June 28, 2014 was $353.0 million (9.1% of net sales) reflecting an increase of $132.9 million, or 60.4%,
compared to operating income of $220.0 million (6.4% of net sales) for the six months ended June 29, 2013. The increase in operating income was primarily
attributable to sales volume increases of approximately $48 million, increases in operations productivity of approximately $44 million, lower restructuring,
acquisition and integration-related costs of approximately $28 million, fair value inventory step-up adjustment in the prior year related to the Marazzi
acquisition of approximately $19 million, the favorable net impact of price and product mix of approximately $12 million, improved efficiencies in selling,
general and administrative expenses of approximately $10 million and the net impact of favorable foreign exchange rates of approximately $5 million,
partially offset by higher input costs of approximately $29 million.

Carpet segment—Operating income was $97.1 million (6.7% of segment net sales) for the six months ended June 28, 2014 reflecting an increase of
$17.0 million compared to operating income of $80.1 million (5.5% of segment net sales) for the six months ended June 29, 2013. The increase in operating
income was primarily attributable to operations productivity of approximately $23 million, improved efficiencies in selling, general and administrative
expenses of approximately $6 million and lower restructuring charges of approximately $6 million, partially offset by higher input costs of approximately $7
million and lower sales volume of approximately $6 million and the unfavorable net impact of price and product mix of approximately $3 million.

Ceramic segment—Operating income was $167.1 million (11.2% of segment net sales) for the six months ended June 28, 2014 reflecting an increase
of $90.8 million compared to operating income of $76.3 million (6.5% of segment net sales) for the six months ended June 29, 2013. The increase in
operating income was primarily attributable to sales volume increases of approximately $36 million partially attributable to the Marazzi acquisition, lower
restructuring, acquisition and integration-related costs of approximately $21 million, inventory step-up in the prior year related to the Marazzi acquisition of
approximately $19 million, operations productivity of approximately $15 million and the favorable net impact of price and product mix of approximately
$10 million, partially offset by higher input costs of approximately $12 million.

Laminate and Wood segment—Operating income was $105.0 million (10.8% of segment net sales) for the six months ended June 28, 2014 reflecting
an increase of $24.9 million compared to operating income of $80.1 million (9.1% of segment net sales) for the six months ended June 29, 2013. The increase
in operating income was primarily attributable to sales volume increases of approximately $16 million, operations productivity of approximately $7 million,
the net impact of favorable foreign exchange rates of approximately $4 million and the favorable net impact of price and product mix of approximately $4
million, partially offset by higher input costs of approximately $10 million.

Interest expense

Interest expense was $42.8 million for the six months ended June 28, 2014, reflecting a decrease of $1.7 million compared to interest expense of
$44.5 million for the six months ended June 29, 2013.

Other (income) expense

Other expense was $3.3 million for the six months ended June 28, 2014, reflecting a favorable change of $2.0 million compared to other expense of
$5.3 million for the six months ended June 29, 2013.
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Income tax expense

For the six months ended June 28, 2014, the Company recorded income tax expense of $72.9 million on earnings from continuing operations before
income taxes of $306.9 million for an effective tax rate of 23.8%, as compared to an income tax expense of $34.0 million on earnings from continuing
operations before income taxes of $170.3 million, for an effective tax rate of 20.0% for the six months ended June 29, 2013. The difference in the effective
tax rate for the comparative period is attributable to the geographic dispersion of earnings and losses for the quarters.

Liquidity and Capital Resources

The Company’s primary capital requirements are for working capital, capital expenditures and acquisitions. The Company’s capital needs are met
primarily through a combination of internally generated funds, commercial paper, bank credit lines, term and senior notes and credit terms from suppliers.

Net cash provided by operating activities in the first six months of 2014 was $97.9 million, compared to net cash provided by operating activities of
$113.9 million in the first six months of 2013. The decrease was primarily attributable to changes in working capital, partially offset by higher earnings.

Net cash used in investing activities in the first six months of 2014 was $249.7 million compared to net cash used in investing activities of $595.6
million in the first six months of 2013. The decrease was primarily attributable to acquisitions of $449.5 million in the prior year, partially offset by higher
capital expenditures of $103.6 million in the current year. Capital spending during the remainder of 2014 is expected to range from approximately $290
million to $310 million and is intended to support sales and income growth, promote new product innovations, upgrade the assets of the acquired businesses,
increase carpet yarn and ceramic tile capacity and fund the addition of a luxury vinyl tile ("LVT") plant.

Net cash provided by financing activities in the first six months of 2014 was $168.4 million compared to net cash provided by financing activities
of $207.6 million in the first six months of 2013.

Commercial Paper

On February 28, 2014, the Company entered into definitive documentation to establish a commercial paper program for the issuance of unsecured
commercial paper in the United States capital markets. Under the program, the Company may issue commercial paper notes from time to time in an aggregate
amount not to exceed $1,000.0 million outstanding at any time, subject to availability under the 2013 Senior Credit Facility, which the Company uses as a
liquidity backstop. The commercial paper notes will have maturities ranging from one day to 397 days and will not be subject to voluntary prepayment by
the Company or redemption prior to maturity. The commercial paper notes will rank pari passu with all of the Company's other unsecured and
unsubordinated indebtedness.

The proceeds from the sale of commercial paper notes will be available for general corporate purposes. The Company used the initial proceeds from
the sale of commercial paper notes to repay borrowings under its 2013 Senior Credit Facility and certain of its industrial revenue bonds. As of June 28, 2014,
the amount utilized under the commercial paper program was $560.0 million with a weighted-average interest rate and maturity period of 0.67% and 54 days,
respectively. 

Senior Credit Facility

On September 25, 2013, the Company entered into a $1,000.0 million, 5-year, senior revolving credit facility (the "2013 Senior Credit Facility").
The 2013 Senior Credit Facility provides for a maximum of $1,000.0 million of revolving credit, including limited amounts of credit in the form of letters of
credit and swingline loans. The Company paid financing costs of $1.8 million in connection with its 2013 Senior Credit Facility. These costs were deferred
and, along with unamortized costs of $11.4 million related to the Company’s 2011 Credit Facility, are being amortized over the term of the 2013 Senior
Credit Facility.

At the Company's election, revolving loans under the 2013 Senior Credit Facility bear interest at annual rates equal to either (a) LIBOR for 1, 2, 3 or
6 month periods, as selected by the Company, plus an applicable margin ranging between 1.00% and 1.75%, or (b) the higher of the Wells Fargo Bank,
National Association prime rate, the Federal Funds rate plus 0.5%, and a monthly LIBOR rate plus 1.0%, plus an applicable margin ranging between 0.00%
and 0.75%. The Company also pays a commitment fee to the Lenders under the 2013 Senior Credit Facility on the average amount by which the aggregate
commitments of the Lenders' exceed utilization of the 2013 Senior Credit Facility ranging from 0.125% to 0.25% per annum. The applicable interest rate and
the commitment fee are determined based on whichever of the Company's Consolidated Net
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Leverage Ratio or its senior unsecured debt rating (or if not available, corporate family rating) results in the lower applicable margins and commitment fee
(with applicable margins and the commitment fee increasing as that ratio increases or those ratings decline, as applicable).

The obligations of the Company and its subsidiaries in respect of the 2013 Senior Credit Facility are unsecured.

If at any time (a) both (i) the Moody's Rating is Ba2 and (ii) the S&P Rating is BB, (b) (i) the Moody's Rating is Ba3 or lower and (ii) the S&P Rating
is below BBB- (with a stable outlook or better) or (c) (i) the Moody's Rating is below Baa3 (with a stable outlook or better) and (ii) the S&P Rating is BB- or
lower, the obligations of the Company and the other Borrowers under the 2013 Senior Credit Facility will be required to be guaranteed by all of the
Company's material domestic subsidiaries and all obligations of Borrowers that are foreign subsidiaries will be required to be guaranteed by those foreign
subsidiaries of the Company which the Company designates as guarantors.

The 2013 Senior Credit Facility includes certain affirmative and negative covenants that impose restrictions on the Company's financial and
business operations, including limitations on liens, indebtedness, investments, fundamental changes, asset dispositions, dividends and other similar restricted
payments, transactions with affiliates, payments and modifications of certain existing debt, future negative pledges, and changes in the nature of the
Company's business. Many of these limitations are subject to numerous exceptions. The Company is also required to maintain a Consolidated Interest
Coverage Ratio of at least 3.0 to 1.0 and a Consolidated Net Leverage Ratio of no more than 3.75 to 1.0, each as of the last day of any fiscal quarter.

The 2013 Senior Credit Facility also contains customary representations and warranties and events of default, subject to customary grace periods.

The 2013 Senior Credit Facility is scheduled to mature on September 25, 2018. However, the maturity date will accelerate, resulting in the
acceleration of any unamortized deferred financing costs, to October 16, 2015, if on that date any of the Company's 6.125% notes due January 15, 2016
remains outstanding and the Company has not delivered to the Administrative Agent a certificate demonstrating that, after giving pro forma effect to the
repayment in cash in full on that date of all of the 6.125% notes that remain outstanding, the amount the Company would be permitted to draw under the
2013 Senior Credit Facility, together with the aggregate consolidated amount of unrestricted cash and cash equivalents of the Company, would exceed
$200.0 million.  While there can be no assurance, the Company currently believes that if any of the 6.125% notes remains outstanding on October 16, 2015,
the amount the Company would be permitted to draw under the 2013 Senior Credit Facility, together with the aggregate consolidated amount of the
Company’s unrestricted cash and cash equivalents, would exceed $200.0 million on October 16, 2015.

As of June 28, 2014, the amount utilized under the 2013 Senior Credit Facility was $66.7 million resulting in a total of $933.3 million available
under the 2013 Senior Credit Facility. The amount utilized included $27.4 million of borrowings and $39.2 million of standby letters of credit related to
various insurance contracts and foreign vendor commitments. The Company considers the outstanding borrowings of $560.0 million as of June 28, 2014
under its commercial paper program to be a reduction of the available capacity on its 2013 Senior Credit Facility.

Senior Notes

On January 31, 2013, the Company issued $600.0 million aggregate principal amount of 3.85% Senior Notes due February 1, 2023. The Company
paid financing costs of $6.0 million in connection with the 3.85% Senior Notes. These costs were deferred and are being amortized over the term of the 3.85%
Senior Notes.

On January 17, 2006, the Company issued $900.0 million aggregate principal amount of 6.125% notes due January 15, 2016. Interest payable on
these notes is subject to adjustment if either Moody’s or S&P, or both, upgrades or downgrades the rating assigned to the Company. Each rating agency
downgrade results in a 0.25% increase in the interest rate, subject to a maximum increase of 1% per rating agency. If later the rating of these notes improves,
then the interest rates would be reduced accordingly. Each 0.25% increase in the interest rate of these notes would increase the Company’s interest expense
by approximately $0.1 million per quarter per $100.0 million of outstanding notes. The current rate in effect is 6.125%. Any future downgrades in the
Company’s credit ratings could increase the cost of its existing credit and adversely affect the cost of and ability to obtain additional credit in the future.
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Accounts Receivable Securitization

On December 19, 2012, the Company entered into a three-year on-balance sheet trade accounts receivable securitization agreement (the
"Securitization Facility"). The Securitization Facility allows the Company to borrow up to $300.0 million based on available accounts receivable and is
secured by the Company's U.S. trade accounts receivable. Borrowings under the Securitization Facility bear interest at commercial paper interest rates, in the
case of lenders that are commercial paper conduits, or LIBOR, in the case of lenders that are not commercial paper conduits, in each case, plus an applicable
margin of 0.75% per annum. The Company also pays a commitment fee at a per annum rate of 0.30% on the unused amount of each lender's commitment. At
June 28, 2014, the amount utilized under the Securitization Facility was $300.0 million.

    
In connection with the acquisition of Marazzi, the Company became a party to an off-balance sheet accounts receivable securitization facility

("Marazzi Securitization Facility") pursuant to which the Company services receivables sold to a third party. As of June 28, 2014, the amounts utilized under
the Marazzi Securitization Facility was €4.1 million. The Company is in the process of terminating this facility.

    
The Company may continue, from time to time, to retire its outstanding debt through cash purchases in the open market, privately negotiated

transactions or otherwise. Such repurchases, if any, will depend on prevailing market conditions, the Company’s liquidity requirements, contractual
restrictions and other factors. The amount involved may be material.

As of June 28, 2014, the Company had cash of $70.0 million, of which $44.2 million was held outside the United States. While the Company’s plans
are to permanently reinvest the cash held outside the United States, the estimated cost of repatriation for the cash as of June 28, 2014 was approximately
$15.5 million. The Company believes that its cash and cash equivalents on hand, cash generated from operations and availability under its 2013 Senior
Credit Facility will be sufficient to meet its capital expenditure, working capital and debt servicing requirements over the next twelve months.

Contractual Obligations

There have been no significant changes to the Company’s contractual obligations as disclosed in the Company’s 2013 Annual Report filed on Form
10-K.

    
Critical Accounting Policies and Estimates

There have been no significant changes to the Company’s critical accounting policies and estimates during the period. The Company’s critical
accounting policies and estimates are described in its 2013 Annual Report filed on Form 10-K.

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board issued Accounting Standards Codification ("ASC") 606, Revenue from Contracts with
Customers. This topic converges the guidance within U.S. generally accepted accounting principles and international financial reporting standards and
supersedes ASC 605, Revenue Recognition. The new standard requires companies to recognize revenue to depict the transfer of goods or services to
customers in amounts that reflect the consideration to which the company expects to be entitled in exchange for those goods or services. The new standard
will also result in enhanced disclosures about revenue, provide guidance for transactions that were not previously addressed comprehensively, and improve
guidance for multiple-element arrangements. The new guidance is effective for annual reporting periods beginning after December 15, 2016, including
interim reporting periods within that reporting period and early application is not permitted. Accordingly, the Company plans to adopt the provisions of this
new accounting standard at the beginning of fiscal year 2017, and is currently assessing the impact on its consolidated financial statements.

Impact of Inflation

Inflation affects the Company’s manufacturing costs, distribution costs and operating expenses. The Company expects raw material prices, many of
which are petroleum based, to fluctuate based upon worldwide supply and demand of commodities utilized in the Company’s production processes.
Although the Company attempts to pass on increases in raw material, energy and fuel-related costs to its customers, the Company’s ability to do so is
dependent upon the rate and magnitude of any increase, competitive pressures and market conditions for the Company’s products. There have been in the
past, and may be in the future, periods of time during which increases in these costs cannot be fully recovered. In the past, the Company has often been able
to enhance productivity and develop new product innovations to help offset increases in costs resulting from inflation in its operations.
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Seasonality

The Company is a calendar year-end company. With respect to its Carpet and Ceramic segments, its results of operations for the first quarter tend to
be the weakest followed by the fourth quarter. The second and third quarters typically produce higher net sales and operating income in these segments.
These results are primarily due to consumer residential spending patterns which have historically decreased during the holiday season and the first two
months following. The Laminate and Wood segment’s second quarter typically produces the highest net sales and earnings followed by a moderate third and
fourth quarter and a weaker first quarter.

Forward-Looking Information

Certain of the statements in this Form 10-Q, particularly those anticipating future performance, business prospects, growth and operating strategies,
and similar matters, and those that include the words “could,” “should,” “believes,” “anticipates,” “expects” and “estimates” or similar expressions constitute
“forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act
of 1934, as amended. For those statements, Mohawk claims the protection of the safe harbor for forward-looking statements contained in the Private
Securities Litigation Reform Act of 1995. There can be no assurance that the forward-looking statements will be accurate because they are based on many
assumptions, which involve risks and uncertainties. The following important factors could cause future results to differ: changes in economic or industry
conditions; competition; inflation in raw material prices and other input costs; energy costs and supply; timing and level of capital expenditures; timing and
implementation of price increases for the Company’s products; impairment charges; integration of acquisitions; international operations; introduction of new
products; rationalization of operations; tax, product and other claims; litigation; and other risks identified in Mohawk’s SEC reports and public
announcements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

As of June 28, 2014, approximately 62% of the Company's debt portfolio was comprised of fixed-rate debt and 38% was floating-rate debt. A 1.0
percentage point change in the interest rate of the floating-rate debt would not have a material impact on the Company's results of operations. There have
been no other significant changes to the Company’s exposure to market risk as disclosed in the Company’s 2013 Annual Report filed on Form 10-K.

    
Item 4. Controls and Procedures

Based on an evaluation of the effectiveness of the Company’s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under
the Securities Exchange Act of 1934, as amended), which have been designed to provide reasonable assurance that such controls and procedures will meet
their objectives, as of the end of the period covered by this report, the Company’s Chief Executive Officer and Chief Financial Officer have concluded that
such controls and procedures were effective at a reasonable assurance level for the period covered by this report.

No change in the Company's internal control over financial reporting occurred during the period covered by this report that materially affected, or is
reasonably likely to materially affect, the Company's internal control over financial reporting.     
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

The Company is involved in litigation from time to time in the regular course of its business. Except as noted below, there are no material legal
proceedings pending or known by the Company to be contemplated to which the Company is a party or to which any of its property is subject.

Beginning in August 2010, a series of civil lawsuits were initiated in several U.S. federal courts alleging that certain manufacturers of polyurethane
foam products and competitors of the Company’s carpet underlay division had engaged in price fixing in violation of U.S. antitrust laws. The Company has
been named as a defendant in a number of the individual cases (the first filed on August 26, 2010), as well as in two consolidated amended class action
complaints (the first filed on February 28, 2011) on behalf of a class of all direct purchasers of polyurethane foam products, and the second filed on March 21,
2011, on behalf of a class of indirect purchasers. All pending cases in which the Company has been named as a defendant have been filed in or transferred to
the U.S. District Court for the Northern District of Ohio for consolidated pre-trial proceedings under the name In re: Polyurethane Foam Antitrust Litigation,
Case No. 1:10-MDL-02196.

In these actions, the plaintiffs, on behalf of themselves and/or a class of purchasers, seek three times the amount of unspecified damages allegedly
suffered as a result of alleged overcharges in the price of polyurethane foam products from at least 1999 to the present. Each plaintiff also seeks attorney fees,
pre-judgment and post-judgment interest, court costs, and injunctive relief against future violations. In April 2011, the Company filed a motion to dismiss the
class action claims brought by the direct purchasers, and in May 2011, the Company moved to dismiss the claims brought by the indirect purchasers. On
July 19, 2011, the Court denied all defendants’ motions to dismiss.  On April 9, 2014, the Court certified the direct and indirect purchaser classes. The
Company appealed the certification order on April, 24, 2014.

In December 2011, the Company was named as a defendant in a Canadian Class action, Hi! Neighbor Floor Covering Co. Limited v. Hickory Springs
Manufacturing Company, et al., filed in the Superior Court of Justice of Ontario, Canada and Options Consommateures v. Vitafoam, Inc. et.al., filed in the
Superior Court of Justice of Quebec, Montreal, Canada, both of which allege similar claims against the Company as raised in the U.S. actions and seek
unspecified damages and punitive damages. The Company denies all of the allegations in these actions and will vigorously defend itself.

The Company believes that adequate provisions for resolution of all contingencies, claims and pending litigation have been made for probable
losses that are reasonably estimable. These contingencies are subject to significant uncertainties and we are unable to estimate the amount or range of loss, if
any, in excess of amounts accrued. The Company does not believe that the ultimate outcome of these actions will have a material adverse effect on its
financial condition but could have a material adverse effect on its results of operations, cash flows or liquidity in a given quarter or year.

Item 1A. Risk Factors

There have been no material changes in the Company's risk factors from those disclosed in Part I, Item 1A to our Annual Report on Form 10-K for the
year ended December 31, 2013. The risk factors disclosed in our Annual Report on Form 10-K, in addition to the other information set forth in this report,
could materially affect our business, financial condition or results.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

None.
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Item 5. Other Information

None.
Item 6. Exhibits

No.  Description

   
10.1

 

Second Amendment to Credit and Security Agreement and Waiver, dated as of April 11, 2014, among Mohawk Factoring, LLC as borrower, Mohawk
Servicing, LLC, as servicer, the lenders from time to time party thereto, the liquidity banks from time to time party thereto, the co-agents from time to time
party thereto and SunTrust Bank, as administrative agent.

31.1  Certification Pursuant to Rule 13a-14(a).
31.2  Certification Pursuant to Rule 13a-14(a).
32.1  Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
32.2  Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
101.INS  XBRL Instance Document.
101.SCH  XBRL Taxonomy Extension Schema Document.
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document.
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document.
101.LAB  XBRL Taxonomy Extension Label Linkbase Document.
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document.
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SIGNATURES

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

    MOHAWK INDUSTRIES, INC.
    (Registrant)
     
Dated: August 4, 2014 By:  /s/ Jeffrey S. Lorberbaum
    JEFFREY S. LORBERBAUM
    Chairman and Chief Executive Officer
    (principal executive officer)
     
Dated: August 4, 2014 By:  /s/ Frank H. Boykin
    FRANK H. BOYKIN
    Chief Financial Officer
    (principal financial officer)
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EXHIBIT 10.1

AMENDMENT NO. 2 TO 

CREDIT AND SECURITY AGREEMENT AND WAIVER

This Amendment No. 2 to Credit and Security Agreement and Waiver (this “Amendment”), dated as of April 11, 2014, among
MOHAWK FACTORING, LLC, a Delaware limited liability company (the “Borrower”), MOHAWK SERVICING, LLC, a
Delaware limited liability company (the “Servicer”) the Lenders from time to time party thereto, the Liquidity Banks from time to time
party thereto, the Co-Agents from time to time party thereto and SUNTRUST BANK, a Georgia banking corporation, as
administrative agent (in such capacity, the “Administrative Agent”).

WITNESSETH:

WHEREAS, the Borrower, the Servicer, the Lenders, the Liquidity Banks, the Co-Agents and the Administrative Agent
previously entered into that certain Credit and Security Agreement (as amended, restated, supplemented or otherwise modified from
time to time, the “Credit and Security Agreement”), dated as of December 19, 2012; and

WHEREAS, the Borrower and the Servicer, have requested that the Lenders, the Liquidity Banks, the Co-Agents and the
Administrative Agent (i) waive the Existing Defaults (as defined below) and (ii) agree to amend the Credit and Security Agreement
pursuant to the terms and conditions set forth herein; and

NOW, THEREFORE, in consideration of the mutual agreements herein contained and other good and valuable consideration,
receipt and sufficiency of which are hereby acknowledged by the parties hereto, the parties hereto agree as follows:

Section 1.    Definitions. Capitalized terms not otherwise defined herein shall have the meanings given to them in the
Credit and Security Agreement.

Section 2.    Waiver. Section 7.1(a)(i) of the Credit and Security Agreement requires that the Borrower deliver to the
Administrative Agent unaudited balance sheets and statements of earnings of the Borrower as of the end of each fiscal year within
90 days after the end of each fiscal year of the Performance Guarantor (the “Borrower Annual Financial Reporting Covenant”). The
Borrower has failed to comply with the Borrower Annual Financial Reporting Covenant for the fiscal years ended December 31, 2012
and December 31, 2013 (the “Borrower Annual Financial Reporting Default”) . Section 7.1(a)(ii) of the Credit and Security
Agreement requires that the Borrower deliver to the Administrative Agent quarterly unaudited balance sheets and statements of
earnings for Borrower within 45 days after the end of each of the first three (3) fiscal quarters of each fiscal year of the Performance
Guarantor (the “Borrower Quarterly Financial Reporting Covenant”) . The Borrower has failed to comply with the Borrower
Quarterly Financial Reporting



Covenant for the fiscal quarters ended March 30, 2013, June 29, 2013 and September 28, 2013 (the “Borrower Quarterly Financial
Reporting Default” and, together with the Borrower Annual Financial Reporting Default, the “Existing Defaults”).

The Borrower has requested that the Lenders, the Liquidity Banks, the Co-Agents and the Administrative Agent waive the
Existing Defaults. Accordingly, the Lenders, the Liquidity Banks, the Co-Agents and the Administrative Agent hereby waive the
Existing Defaults. The Borrower acknowledges and agrees that the foregoing waiver is limited to the matters expressly set forth herein
and the Borrower remains obligated to comply with all other terms and conditions of the Credit and Security Agreement (as amended
hereby) and the other Transaction Documents. The Borrower further acknowledges and agrees that the Lenders, the Liquidity Banks,
the Co-Agents and the Administrative Agent shall not be obligated in the future to waive any provision of the Credit and Security
Agreement or the other Transaction Documents as a result of having provided the waiver contained herein.

Section 3.    Amendments to the Credit and Security Agreement.

(a)    Section 7.1(a)(ii) of the Credit and Security Agreement is hereby amended and restated in its entirety and as so amended
and restated shall read as follows:

(ii)    Quarterly Reporting. As soon as available, but in any event within 45 days after the
end of each of the first three (3) fiscal quarters of each fiscal year of the Performance Guarantor (commencing with the
fiscal quarter ending March 29, 2014) (or, if earlier, 10 Business Days after the date required to be filed with the SEC),
a consolidated balance sheet of the Performance Guarantor and its Subsidiaries as at the end of such fiscal quarter, the
related consolidated statements of income or operations for such fiscal quarter and for the portion of the Performance
Guarantor’s fiscal year then ended, and the related consolidated statements of cash flows for the portion of the
Performance Guarantor’s fiscal year then ended, in each case setting forth in comparative form, as applicable, the
figures for the corresponding fiscal quarter of the previous fiscal year and the corresponding portion of the previous
fiscal year, such consolidated statements to be certified by the chief executive officer, chief financial officer, treasurer or
controller of the Performance Guarantor as fairly presenting in all material respects the financial condition, results of
operations 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.



(b)    The defined term “LIBO Rate” appearing in Exhibit I to the Credit and Security Agreement is hereby amended and
restated in its entirety and as so amended and restated shall read as follows:

“LIBO Rate” means, for any Interest Period, the quotient of (a) a rate per annum determined on the
basis of the offered rate for deposits in U.S. dollars of amounts equal or comparable to the principal amount of
the related Loan offered for a term comparable to such Interest Period, which rates appear on page BBAM on
the Bloomberg Terminal (successor to Telerate page 3750) (“Page BBAM”) (or any other page that may
replace such page from time to time on that service or such other service as may be nominated by the ICE
Benchmark Administration (“ICE”) (or the successor thereto if ICE is no longer making the London Interbank
Offered Rate available) as the information vendor for the purpose of displaying offered rates of leading banks
for London interbank deposits for such Interest Period in United States dollars) at approximately 11:00 a.m.
(London time), two Business Days prior to the first day of such Interest Period, provided that if no such offered
rates appear on such page, the LIBO Rate for such Interest Period will be the arithmetic average (rounded
upwards, if necessary, to the next higher 1/100th of 1%) of rates quoted by not less than three (3) major banks in
New York, New York, selected by the applicable Co‑Agent, at approximately 10:00 a.m. (New York City
time), two Business Days prior to the first day of such Interest Period, for deposits in U.S. dollars offered by
leading European banks for a period comparable to such Interest Period in an amount comparable to the
principal amount of such Loan, and (b) one minus the maximum aggregate reserve requirement, if any
(including all basic, supplemental, marginal or other reserves) which is imposed against the applicable Co‑Agent
in respect of Eurocurrency liabilities, as defined in Regulation D of the Board of Governors of the Federal
Reserve System as in effect from time to time (expressed as a decimal), applicable to such Interest Period.

Section 4.    Representations of the Borrower. The Borrower hereby represents and warrants to the parties hereto that
as of the date hereof each of the representations and warranties contained in the Credit and Security Agreement is true and correct as of
the date hereof and after giving effect to this Amendment (except to the extent that such representations and warranties



expressly refer to an earlier date, in which case they are true and correct as of such earlier date); provided, that with respect to those
contained in Section 5.1(a), (e), (f), (l), (u) and (w) of the Credit and Security Agreement, the determination of whether any Material
Adverse Effect has occurred as set forth therein shall be made solely by the Borrower, in its reasonable, good faith judgment.

Section 5.    Conditions Precedent. The effectiveness of this Amendment is subject to the satisfaction of all of the
following conditions precedent:

(a)    Administrative Agent shall have received a fully executed counterpart of this Amendment;

(b)    Administrative Agent shall have received a duly executed Performance Guarantor’s Acknowledgment
and Consent;

(c)    each representation and warranty of the Borrower contained herein shall be true and correct; and

(d)    no Amortization Event shall have occurred and be continuing.

Section 6.    Amendment. The parties hereto hereby agree that the provisions and effectiveness of this Amendment
shall apply to the Credit and Security Agreement as of the date hereof. Except as amended by this Amendment, the Credit and Security
Agreement remains unchanged and in full force and effect. This Amendment is a Transaction Document.

Section 7.    Counterparts. This Amendment may be executed by the parties in separate counterparts, each of which
when so executed and delivered shall be an original, but all such counterparts shall together constitute but one and the same instrument.

Section 8.    Captions. The headings of the Sections of this Amendment are for convenience of reference only and
shall not modify, define, expand or limit any of the terms or provisions of this Amendment.

Section 9.    Successors and Assigns. The terms of this Amendment shall be binding upon, and shall inure to the
benefit of the parties hereto and their respective successors and permitted assigns.

Section 10.    Severability. Any provision of this Amendment which is prohibited or unenforceable in any jurisdiction
shall, as to such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining
provisions, and any such



prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.

Section 11.    Governing Law and Jurisdiction. The provisions of the Credit and Security Agreement with respect to
governing law and consent to jurisdiction are incorporated in this Amendment by reference as if such provisions were set forth herein.

[Signatures appear on following page.]



IN WITNESS WHEREOF, the parties hereto have each caused this Amendment to be duly executed by their respective duly
authorized officers as of the day and year first above written.

MOHAWK FACTORING, LLC, as Borrower
   

By:  /s/ Shailesh Bettadapur
Name:  Shailesh Bettadapur
Title:  Vice President and Treasurer
   

    

MOHAWK SERVICING, LLC, as Servicer
   

By:  /s/ Shailesh Bettadapur
Name:  Shailesh Bettadapur
Title:  Vice President and Treasurer
   

VICTORY RECEIVABLES CORPORATION
   

By:  /s/ David V. DeAngelis
Name:  David V. DeAngelis
Title:  Vice President
   

THE BANK OF TOKYO‑MITSUBISHI UFJ,
LTD., NEW YORK BRANCH, as Co‑Agent
   

By:  /s/ Richard Gregory Hurst
Name:  Richard Gregory Hurst
Title:  Managing Director
   

THE BANK OF TOKYO‑MITSUBISHI UFJ,
LTD., NEW YORK BRANCH, as Victory
Liquidity Bank
   

By:  /s/ R. Mumick
Name:  R. Mumick
Title:  Director
   



WORKING CAPITAL MANAGEMENT CO.,
L.P., AS CONDUIT
   

By:  /s/ Shinichi Nochiide
Name:  Shinichi Nochiide
Title:  Attorney-In-Fact
   

SUNTRUST BANK, as a Non-Conduit Lender
   

By:  /s/ Michael Peden
Name:  Michael Peden
Title:  Vice President
   

SUNTRUST BANK, as Co-Agent and
Administrative Agent
   

By:  /s/ Michael Peden
Name:  Michael Peden
Title:  Vice President
   

MIZUHO CORPORATE BANK, LTD., as WCM
Liquidity Bank and as Co-Agent
   

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

    



PERFORMANCE GUARANTOR’S ACKNOWLEDGMENT AND CONSENT

The undersigned, Mohawk Industries, Inc., has heretofore executed and delivered the Performance Undertaking dated as of
December 19, 2012 (the “Performance Undertaking”) and hereby consents to the Amendment No. 2 to the Credit and Security
Agreement as set forth above and confirms that the Performance Undertaking and all of the undersigned’s obligations thereunder
remain in full force and effect. The undersigned further agrees that the consent of the undersigned to any further amendments to the
Credit and Security Agreement shall not be required as a result of this consent having been obtained, except to the extent, if any,
required by the Performance Undertaking referred to above.

MOHAWK INDUSTRIES, INC.
   

By:  /s/ Shailesh Bettadapur
Name:  Shailesh Bettadapur
Title:  Vice President and Treasurer
   

    
    



EXHIBIT 31.1

CERTIFICATIONS

I, Jeffrey S. Lorberbaum, certify that:
 

1.  I have reviewed this annual report on Form 10-Q of Mohawk 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 registrant's 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:

 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

 
(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant's internal control over financial reporting; and

5.
 

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

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably

likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control

over financial reporting.

Date: August 4, 2014

/s/ Jeffrey S. Lorberbaum
Jeffrey S. Lorberbaum

Chairman and Chief Executive Officer



EXHIBIT 31.2

CERTIFICATIONS

I, Frank H. Boykin, certify that:
 

1.  I have reviewed this annual report on Form 10-Q of Mohawk 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 registrant's 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:

 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

 
(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant's internal control over financial reporting; and

5.
 

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

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably

likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control

over financial reporting.

Date: August 4, 2014

/s/ Frank H. Boykin
Frank H. Boykin

Chief Financial Officer



EXHIBIT 32.1

Statement of Chief Executive Officer of
MOHAWK INDUSTRIES, INC.

Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to

§ 906 of the Sarbanes-Oxley Act of 2002

In connection with the annual report of Mohawk Industries, Inc. (the “Company”) on Form 10-Q for the period ended June 28, 2014 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Jeffrey S. Lorberbaum, Chairman and Chief Executive Officer of the Company,
certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, based on my knowledge:
 

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of

operations of the Company.

/s/ Jeffrey S. Lorberbaum
Jeffrey S. Lorberbaum

Chairman and Chief Executive Officer

August 4, 2014



EXHIBIT 32.2

Statement of Chief Financial Officer of
MOHAWK INDUSTRIES, INC.

Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to

§ 906 of the Sarbanes-Oxley Act of 2002

In connection with the annual report of Mohawk Industries, Inc. (the “Company”) on Form 10-Q for the period ended June 28, 2014 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Frank H. Boykin, Chief Financial Officer of the Company, certify, pursuant to 18
U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, based on my knowledge:
 

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of

operations of the Company.

/s/ Frank H. Boykin
Frank H. Boykin

Chief Financial Officer

August 4, 2014
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