
  
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

 
 

FORM 8-K/A

(Amendment No. 1)
 

 

CURRENT REPORT
Pursuant to Section 13 OR 15(d)

of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): November 2, 2015
 

 

Quanex Building Products Corporation
(Exact name of registrant as specified in its charter)

 
 

 
Delaware  001-33913  26-1561397

(State or other jurisdiction
of incorporation)  

(Commission
File Number)  

(IRS Employer
Identification No.)

 
1800 West Loop South, Suite 1500,

Houston, Texas  77027
(Address of principal executive offices)  (Zip Code)

Registrant’s telephone number, including area code: (713) 961-4600
 

(Former name or former address, if changed since last report.)
 

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
   



Item 2.01 Completion of Acquisition or Disposition of Assets.

On November 3, 2015, Quanex Building Products Corporation (“Quanex”) filed a Current Report on Form 8-K (the “Original Form 8-K”) reporting
that on November 2, 2015, Quanex completed its acquisition (the “Acquisition”) of WII Holding, Inc., a Delaware corporation (“WII”), in accordance with
the previously disclosed Agreement and Plan of Merger, dated as of August 30, 2015, among Quanex, QWMS, Inc., a Delaware corporation and a wholly-
owned subsidiary of Quanex, WII, and Olympus Growth Fund IV, L.P., a Delaware limited partnership (“Olympus”), solely in its capacity as the
representative of the stockholders of WII and for other purposes set forth therein (the “Merger Agreement”). As a result of the Acquisition, WII became a
wholly-owned subsidiary of Quanex. WII Holding, Inc. and its consolidated subsidiaries are referred to collectively herein as “Woodcraft.” The Agreement
and Plan of Merger was filed as Exhibit 2.1 to the Current Report on Form 8-K filed by Quanex on November 3, 2015, and is incorporated herein by
reference.

This transaction constituted the purchase of a “significant amount of assets,” as such phrase is defined in Instruction 4 to Item 2.01 of Form 8-K, and
therefore requires disclosure of certain financial information. We are amending the Original Form 8-K to provide the financial statements and pro forma
financial information required by the Securities and Exchange Commission Rules.

Item 9.01 Financial Statements and Exhibits

(a) Financial statements of businesses acquired: Exhibit 99.1 attached hereto and incorporated by reference herein includes the audited financial statements
for the periods specified in Rule 3-05(b) of Regulation S-X (17 CFR 210.3-05(b), including the Independent Auditor’s Report thereon.

(b) Pro forma financial information: Exhibit 99.2 attached hereto and incorporated by reference herein includes the following unaudited pro forma financial
statements giving effect to the transaction pursuant to the Purchase Agreement described under Item 2.01 above:
 

 •  Unaudited pro forma condensed consolidated balance sheet as of July 31, 2015;
 

 •  Unaudited pro forma condensed consolidated statements of income (loss) for the nine months ended July 31, 2015, and the year ended
October 31, 2014; and

 

 •  Notes to unaudited pro forma condensed consolidated financial statements

(d) Exhibits: The following exhibits are filed or furnished as part of this report:

Exhibits
 
  2.1

  

Agreement and Plan of Merger, dated as of August 30, 2015, among Quanex Building Products Corporation, QWMS, Inc., WII Holding, Inc., and
Olympus Growth Fund IV, L.P., solely in its capacity as the representative of the stockholders of WII Holding, Inc. (incorporated by reference to
Exhibit 2.1 to the Current Report on Form 8-K filed on August 31, 2015, and incorporated herein by reference).

23.1*  Consent of Grant Thornton LLP

99.1*
  

Audited financial statements of WII Holding, Inc. and Subsidiaries for the period from January 1, 2015 to October 31, 2015 and the year ended
December 31, 2014.

99.2*  Unaudited pro forma condensed consolidated financial information.

* Filed herewith



SIGNATURE

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

  QUANEX BUILDING PRODUCTS CORPORATION

Date: January 14, 2016   By: /s/ Brent L. Korb
   Brent L. Korb
   Senior Vice President — Finance and Chief Financial Officer
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Exhibit
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  2.1

  

Agreement and Plan of Merger, dated as of August 30, 2015, among Quanex Building Products Corporation, QWMS, Inc., WII Holding, Inc.,
and Olympus Growth Fund IV, L.P., solely in its capacity as the representative of the stockholders of WII Holding, Inc. (incorporated by
reference to Exhibit 2.1 to the Current Report on Form 8-K filed on August 31, 2015, and incorporated herein by reference).

23.1*   Consent of Grant Thornton LLP

99.1*
  

Audited financial statements of WII Holding, Inc. and Subsidiaries for the period from January 1, 2015 to October 31, 2015 and the year ended
December 31, 2014.

99.2*   Unaudited pro forma condensed consolidated financial information.

*Filed herewith



Exhibit 23.1

CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

We have issued our report dated January 13, 2016 with respect to the consolidated financial statements of WII Holdings, Inc. and Subsidiaries included in this
Current Report of Quanex Building Products Corporation on this Form 8-K/A. We consent to incorporation by reference of said report in the Registration
Statements of Quanex Building Products Corporation on Forms S-8 (File No. 333-150392, File No. 333-173245 and File No. 333-194812).

/s/ GRANT THORNTON LLP

Minneapolis, Minnesota
January 14, 2016



Exhibit 99.1

Consolidated Financial Statements and Report of Independent Certified Public Accountants

WII Holding, Inc. and Subsidiaries

October 31, 2015 and December 31, 2014
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Report of Independent Certified Public Accountants

Board of Directors and Stockholders
WII Holding, Inc.
St. Cloud, Minnesota

We have audited the accompanying consolidated financial statements of WII Holding, Inc. (a Delaware corporation) and subsidiaries (“the Company”), which
comprise the consolidated balance sheets as of October 31, 2015 and December 31, 2014, and the related consolidated statements of income, comprehensive
income, stockholders’ equity, and cash flows for the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014, and the
related notes to the financial statements.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with accounting principles
generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits in accordance with
auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of WII Holdings, Inc. and
subsidiaries as of October 31, 2015 and December 31, 2014, and the results of their operations and their cash flows for the period from January 1, 2015 to
October 31, 2015 and for the year ended December 31, 2014 in accordance with accounting principles generally accepted in the United States of America.

/s/ Grant Thornton LLP

Minneapolis, Minnesota
January 13, 2016



WII HOLDING, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

OCTOBER 31, 2015 AND DECEMBER 31, 2014
(In thousands, except share and per share amounts)

 
   2015   2014  
ASSETS    
CURRENT ASSETS:    

Cash   $ 5,152   $ 526  
Accounts receivable—net of allowance for doubtful accounts of $21 and $160, respectively    23,978    18,130  
Inventories    29,338    32,582  
Deferred income taxes    1,559    1,825  
Other current assets    1,876    1,756  

    
 

   
 

Total current assets    61,903    54,819  
PROPERTY, PLANT, AND EQUIPMENT:    

Land    4,827    4,827  
Buildings and yards    27,546    27,131  
Equipment    66,012    63,524  
Less accumulated depreciation    (56,638)   (53,364) 

    
 

   
 

Property, plant, and equipment—net    41,747    42,118  
GOODWILL AND OTHER ASSETS:    

Goodwill    95,574    95,613  
Customer relationship—net    182    229 
Other assets    1,438    2,273  

    
 

   
 

Total goodwill and other assets    97,194    98,115  
    

 
   

 

TOTAL   $ 200,844  $ 195,052  
    

 

   

 

LIABILITIES AND STOCKHOLDERS’ EQUITY    
CURRENT LIABILITIES:    

Current maturities of long-term debt   $ 5,190   $ 5,190  
Accounts payable    4,620    4,448  
Accrued payroll    4,080    4,166  
Other current liabilities    6,495    4,808  

    
 

   
 

Total current liabilities    20,385    18,612  
LONG-TERM DEBT, less current maturities    108,635    115,123  
DEFERRED INCOME TAXES    4,560    4,102  
OTHER LONG-TERM LIABILITIES    344    342  
COMMITMENTS AND CONTINGENCIES    
STOCKHOLDERS’ EQUITY:    

Common stock (par value $0.001; 500,000 shares authorized and 171,755 shares issued at October 31, 2015 and
December 31, 2014);    —     —   

Additional paid-in capital    211,942    211,942  
Accumulated deficit    (143,060)   (153,716) 
Accumulated other comprehensive loss    (1,962)   (1,353) 

    
 

   
 

Total stockholders’ equity    66,920    56,873  
    

 
   

 

TOTAL   $ 200,844   $ 195,052  
    

 

   

 

The accompanying notes are an integral part of these consolidated financial statements.
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WII HOLDING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
For the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014

(In thousands)
 
   2015   2014  
NET SALES   $196,433   $238,261  
COST OF SALES    164,081    203,675  

    
 

   
 

Gross profit    32,352    34,586  
OPERATING EXPENSES:    

General and administrative    7,942    8,402  
Selling and marketing    3,097    3,510  
Loss (gain) on sale of assets    63    (3) 

    
 

   
 

Total operating expenses    11,102    11,909  
    

 
   

 

OPERATING INCOME    21,250    22,677  
OTHER INCOME (EXPENSE):    

Interest income    52    28  
Interest expense    (5,096)   (10,213) 
Other income (expense)    301    (234) 

    
 

   
 

Total other expense    (4,743)   (10,419) 
    

 
   

 

NET INCOME BEFORE INCOME TAX EXPENSE    16,507    12,258  
INCOME TAX EXPENSE    5,851    4,280  

    
 

   
 

NET INCOME   $ 10,656  $ 7,978  
    

 

   

 

The accompanying notes are an integral part of these consolidated financial statements.
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WII HOLDING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014

(In thousands)
 
   2015   2014  
Net income   $10,656   $ 7,978  

Interest rate cap hedge    (3)   (1) 
Foreign currency translation adjustment    (606)   (1,547) 

    
 

   
 

Total comprehensive income   $10,047  $ 6,430  
    

 

   

 

The accompanying notes are an integral part of these consolidated financial statements.
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WII HOLDING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(In thousands, except share amounts)

 

 
  

 
Common Stock    

Additional
Paid-In
Capital  

  Accumulated
Deficit  

 

Accumulated
Other

Comprehensive
Income (Loss)  

 
Total    Shares    Amount       

BALANCE—December 31, 2013    171,755    $ —     $211,942    $ (161,694)  $ 195   $50,443  

Comprehensive income    —      —      —      7,978    (1,548)   6,430  
    

 
    

 
    

 
    

 
   

 
   

 

BALANCE—December 31, 2014    171,755     —      211,942     (153,716)   (1,353)   56,873  

Comprehensive income    —      —      —      10,656    (609)   10,047  
    

 
    

 
    

 
    

 
   

 
   

 

BALANCE—October 31, 2015    171,755   $ —      $211,942    $ (143,060)  $ (1,962)  $66,920  
    

 

    

 

    

 

    

 

   

 

   

 

The accompanying notes are an integral part of these consolidated financial statements.
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WII HOLDING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014

(In thousands)
 
   2015   2014  
OPERATING ACTIVITIES:    

Net income   $10,656  $ 7,978  
Adjustments to reconcile net income to net cash provided by operating activities:    

Depreciation and amortization    4,623    5,882  
Amortization of debt issue costs    799    1,506  
Bad debt expense    (140)   (80) 
Deferred income taxes    724    1,362  
Loss (gain) on sale of assets    63    (3) 
Interest rate cap hedge expense    30    38  
Gain on contingent consideration    —     (770) 
Change in operating assets and liabilities:    

Accounts receivable    (5,864)   (817) 
Inventories    2,978    (2,023) 
Other current assets    (174)   1,007  
Accounts payable    218    (589) 
Accrued payroll and other current liabilities    1,585    (1,421) 
Other long-term assets    1    13  
Other long-term liabilities    —     (1,350) 

    
 

   
 

Net cash provided by operating activities    15,499    10,733  

INVESTING ACTIVITIES:    
Purchases of property, plant, and equipment    (4,540)   (4,389) 
Proceeds from sale of property, plant, and equipment    26    5  

    
 

   
 

Net cash used in investing activities    (4,514)   (4,384) 
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WII HOLDING, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS—CONTINUED
For the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014

(In thousands)
 
   2015   2014  
FINANCING ACTIVITIES:    

Principal payments of long-term debt   $(8,738)  $(120,147) 
Borrowings of long-term debt    2,250    115,444  
Debt issuance costs    —     (1,483) 
Payable to seller    —     177  
Interest rate cap hedge    —     (71) 
Other    1    2  

    
 

   
 

Net cash used in financing activities    (6,487)   (6,078) 
Exchange rate impact    128    (3) 

    
 

   
 

NET INCREASE IN CASH    4,626    268  
Cash—Beginning of period    526    258  

    
 

   
 

Cash—End of period   $ 5,152   $ 526  
    

 

   

 

SUPPLEMENTAL CASH FLOW INFORMATION:    
Cash paid for interest   $ 3,972   $ 7,793  
Cash paid for income taxes   $ 4,998   $ 2,025  

The accompanying notes are an integral part of these consolidated financial statements.
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WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

OCTOBER 31, 2015 AND DECEMBER 31, 2014

1. NATURE OF BUSINESS

Description of Business WII Holding, Inc., a Delaware corporation, (“the Company”), was formed to acquire WII Components, Inc. and its
subsidiaries, (“the Sub”), through a stock purchase on January 9, 2007. The Company is a leading manufacturer of wood cabinet doors, hardwood
components, and engineered wood products in the United States and Mexico. Its products are sold principally to leading national and regional kitchen and
bathroom cabinet manufacturers throughout the United States and North America. Its reputation for high quality and reliable performance has enabled the
Company to establish strong, long-standing relationships with its customers. Its customers, in turn, distribute products through various sales channels,
including specialty kitchen and bathroom cabinetry dealers, home center retailers, and homebuilders.

Principles of Consolidation The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries; WII
Components, Inc. and its wholly owned subsidiaries, Woodcraft Industries, Inc. and Woodcraft International, Inc. and their wholly owned subsidiaries,
PrimeWood, Inc. (“PrimeWood”); Brentwood Acquisition, Corp. (“Brentwood”); TME WII, S.A. de C.V. and TME WII Services, S.A. de C.V. All
intercompany accounts and transactions have been eliminated in the preparation of the consolidated financial statements. Assets and liabilities of the
Company’s foreign subsidiaries, who use their local currency as the functional currency, are translated to U.S. dollars at the exchange rate in effect as of the
consolidated balance sheet dates. Revenues and expenses are translated at the average exchange rates prevailing during the period. Adjustments from
translating foreign currency assets and liabilities into U.S. dollars are included as a component of accumulated other comprehensive income (loss). Foreign
currency transaction gains and losses resulting from exchange rate fluctuations on transactions denominated in a currency other than the functional currency
are included in earnings and resulted in a gain of $18,000 and $432,000 for the period from January 1, 2015 to October 31, 2015 and for the year ended
December 31, 2014, respectively.

2. SIGNIFICANT ACCOUNTING POLICIES

Revenue Recognition Sales are recognized when revenue is realized or realizable and has been earned. The Company’s policy is to recognize revenue and the
related cost of sales when risk and title passes to the customer. This is generally on the date of shipment, however certain sales are shipped FOB destination
and revenue is recognized when received by the customer. Freight billed to customers is included in sales and shipping costs are included in cost of sales. The
Company records an estimate for anticipated sales returns and customer discounts at the time revenue is recognized based on historical experience and current
trends. Provisions for estimated sales returns and customer discounts are recorded as a reduction of net sales.
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WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
2. SIGNIFICANT ACCOUNTING POLICIES – Continued
 

Concentration of Credit Risk The Company receives a significant portion of its revenue from four customers. Loss of one or more of these customers
could adversely affect the Company’s operating results in the near term. There are no concentrations of business transacted within a market or geographic
area that would severely impact business in the near term. The Company’s customers representing 10% or more of consolidated net sales are as follows for
the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014:
 

   2015  2014 
A    21%   20% 
B    18    18  
C    16    17  
D    11    11  

These four customers represented the following percentages of consolidated accounts receivable as of October 31, 2015 and December 31, 2014:
 

   2015  2014 
A    22%   12% 
B    30    33  
C    14    20  
D    4    2  

Accounts Receivable Accounts receivable comprises primarily trade receivables related to the sale of the Company’s products to its customers. Credit
is granted in the normal course of business, without collateral or any other security, to support amounts due. The Company performs ongoing evaluations of
its customers and continuously monitors collections and payments. The Company records an allowance for doubtful accounts based on the aging of the
underlying receivables, historical experience, and any specific collection issues it has identified. Any accounts outstanding longer than the contractual
payment terms are considered past due. The Company writes off accounts receivable when they become uncollectible, and payments subsequently recorded
on such receivables are credited to the allowance for doubtful accounts.

Inventories Inventories as of October 31, 2015 and December 31, 2014 consisted of the following (in thousands):
 

   2015    2014  
Raw materials   $13,308    $17,077  
Work in process    5,799     6,530  
Finished goods    9,306     9,862  
LIFO adjustment    925     (887) 

    
 

    
 

  $29,338    $32,582  
    

 

    

 

The majority of inventory is valued at the lower of last-in, first-out (“LIFO”) cost or market. The remainder of the inventory is valued at the lower of
the first-in, first-out method (“FIFO”) cost or market. As of October 31, 2015 and December 31, 2014, inventory on the LIFO method represented 49% and
48%, respectively, of the inventory balance.
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WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
2. SIGNIFICANT ACCOUNTING POLICIES – Continued
 

If LIFO inventories had been valued at current costs determined on a FIFO basis the effect on cost of sales would be an increase of $1.8 million and a
decrease of $0.5 million for the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014, respectively.

Property, Plant, and Equipment Property, plant, and equipment are recorded at cost. Improvements are capitalized and expenditures for maintenance
and repairs are charged to operations as incurred. Depreciation is computed using the straight-line method (for financial reporting purposes) and the
accelerated method (for income tax reporting purposes). Estimated useful lives for financial reporting purposes are as follows:
 

Buildings and yards    20 - 40 years  
Equipment (machinery)    7 - 10 years  
Equipment (computer related)    3 - 5 years  

Depreciation for the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014 was $4.6 million and $5.9 million,
respectively.

Goodwill The Company evaluates goodwill for impairment at least annually or when events or changes in circumstances indicate impairment. The
Company has elected to perform its annual tests for goodwill impairment as of December 31 of each year. Fair value is measured using a market multiple
valuation method. There were no triggering events for the period from January 1, 2015 to October 31, 2015 to indicate a requirement to perform an interim
goodwill impairment analysis. The Company determined as of December 31, 2014 its goodwill fair value exceeded its carrying value resulting in no goodwill
impairment (refer to Note 5 “Goodwill”).

Customer Relationship Customer relationship relates to intangible assets recorded in conjunction with the TME Acquisition (refer to Note 3
“Acquisition”) for relationships with its contractual and non-contractual customers. The non-contractual customer relationships are being amortized over the
estimated life of 5 years on a straight line basis. The contractual customer relationships are being amortized over the estimated life of 7 years based on the
benefit to be received. Amortization for the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014 was $24,000 and
$34,000, respectively. Expected amortization is as follows for the years ended October 31 (in thousands):
 

2016   $29  
2017    29  
2018    29  
2019    29  
Thereafter    75  

Other Assets Other assets primarily represent financing fees and are amortized on a straight-line basis, which approximates the effective interest
method, over the term of the related financing agreement. In conjunction with the refinancing of the Senior Term Debt on August 8, 2014 (refer to “Senior
Debt Refinancing” below), the Company incurred additional refinancing and legal fees of $1.5 million.

Senior Debt Refinancing On August 8, 2014 the Company refinanced its Senior Credit facility due 2016 and its 14% Senior Subordinated Notes due
July 2017 (refer to Note 7 “Senior Credit Facility”)
 

10



WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
2. SIGNIFICANT ACCOUNTING POLICIES – Continued
 
into a senior financing arrangement with General Electric Capital Corporation (GECC), as agent for the syndicate lenders. The Second Amended and Restated
Credit agreement includes a $118.8 million credit facility that provides for a $103.8 million term loan and a revolving line of credit of $15.0 million.

Interest Rate Cap Hedge On September 9, 2014, the Company entered into an interest rate cap hedge contract with a notional amount of $51.9 million
to limit the interest rate (LIBOR rate, plus applicable margin of 4.5%) on a portion of its variable rate debt at a fixed LIBOR rate of 2.0% (refer to Note 7
“Financing Arrangements – Interest Rate Cap Hedge”). The principal objective of the interest hedge contract was to mitigate the variability of the interest
payment cash flows associated with the Company’s variable rate term loan and to reduce the Company’s exposure to adverse interest rate changes. The
interest hedge is scheduled to mature in September 2016.

Foreign Currency Hedge The Company had a Mexico Peso foreign currency hedge and accounted for this as a fair value hedge with gains and losses
immediately recognized in operating results. The hedge expired in September 2015 and did not have a significant impact on the Company’s operating results.

Impairment of Long-Lived Assets The Company evaluates the carrying value of long-lived assets for impairment when events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. If impairment indicators are present and the estimated future
undiscounted cash flows are less than the carrying value of the assets, the carrying value is reduced to the estimated fair value. No such impairment losses
were recorded during the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014.

Fair Value of Financial Instruments The carrying amounts of cash, accounts receivable, accounts payable and accrued liabilities approximate fair
value, because of the short maturity of these instruments. The fair value of the Senior Credit Facility is based on the current interest rate which approximates
fair value. As of October 31, 2015 and December 31, 2014, the fair value of the Senior Subordinated Notes approximates its carrying value.

Other Current Liabilities Other current liabilities consisted of the following as of October 31, 2015 and December 31, 2014 (in thousands):
 

   2015    2014  
Self-insurance reserve   $2,593    $2,670  
Accrued interest expense    359     34  
Accrued bonuses    498     623  
Other    3,045     1,481  

    
 

    
 

  $6,495    $4,808  
    

 

    

 

The Company is partially self-insured for medical and workers’ compensation costs, subject to a maximum individual stop-loss amount. The Company
has established reserves related to insurance that are included in Other Current Liabilities as noted above.
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WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
2. SIGNIFICANT ACCOUNTING POLICIES – Continued
 

Other Long-Term Liabilities In conjunction with the TME Acquisition (refer to Note 3 “Acquisition”) the Company accrued Contingent Consideration
to be paid to the owners of TME based on expected future financial results. The balance at October 31, 2015 and December 31, 2014 was $0.3 million,
respectively.

Income Taxes The Company and its subsidiaries file a consolidated federal income tax return. The Company accounts for income taxes in accordance
with the liability method of accounting, which requires recognition of deferred tax assets and liabilities for the expected future tax consequences of events that
were included in the consolidated financial statements and tax returns. Under this method, deferred tax assets and liabilities are determined based on the
difference between the financial statement and tax basis of assets and liabilities using enacted tax rates expected to be in effect for the year in which the
differences are expected to reverse. The Company records a valuation allowance when it is more likely than not that the net deferred tax assets will not be
realized. No valuation allowance was recorded for the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014.

Uncertain Tax Positions The Company uses a recognition threshold and measurement criteria for the financial statement recognition and measurement
of an income tax provision taken or expected to be taken in a tax return.

As of October 31, 2015 and December 31, 2015 and for the period from January 1, 2015 to October 31, 2015 and for the year ended December 31,
2014, the activity and balance of unrecognized tax benefits were not significant. The Company recognizes interest and penalties related to unrecognized tax
benefits within income tax expense. For the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014, the amount of
interest and penalties was not significant. The Company files in numerous state jurisdictions with varying statutes of limitations which have been considered
in conjunction with the unrecognized tax benefits analysis as of October 31, 2015 and December 31, 2014. The Company is no longer subject to U.S. federal,
state and local, or non-U.S. income tax examinations by tax authorities for the years before December 31, 2012.

Comprehensive Income Comprehensive income represents net income adjusted for the effect of the interest rate cap hedge (refer to Note 7 “Financing
Arrangements” – “Interest Rate Cap Hedge”) and the effect of foreign currency translation.

Use of Estimates The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Subsequent Events The Company evaluated its consolidated financial statements for subsequent events through January 13, 2016, the date the financial
statements were available to be issued. The Company is not aware of any subsequent events which would require recognition or disclosure in the consolidated
financial statements, except as disclosed in Note 12.
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WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
3. ACQUISITION

In June 2012, the Company purchased substantially all of the assets from Tecnica Maderera Especializada, S.A. de C.V. and Tecnica Maderera
Especializada International, S.A. de C.V (“TME”), a contract manufacturer of kitchen cabinet doors and drawer fronts based in Guadalajara, Mexico. The
Company paid a cash purchase price at closing of $3.1 million and will be required to pay a contingent purchase price if certain financial results, as defined in
the purchase agreement, are met at the end of each calendar year from 2012 to 2016. The acquisition of the TME assets was accounted for using the purchase
method of accounting. Accordingly, the assets acquired and the liabilities assumed by the Company were recorded at fair value as of the date of the
acquisition. The contingent purchase price liability as of October 31, 2015 was $0.3 million and has been adjusted each year to recognize the fair value of the
liability based on the Company’s estimate of certain future financial projections (refer to Note 6 “Fair Value Measurements”). The liability is included in
Other Long-Term Liabilities.

4. BUSINESS SEGMENTS

The Company conducts 95% of its business within one reportable market segment: the wood kitchen and bath products segment. The Company has two
primary product categories: hardwood products and engineered wood products. Hardwood products produce a comprehensive line of hardwood doors and
components. Engineered wood products includes rigid thermofoil doors and components, veneer raised panels, and wrapped profiles.

The Company’s net sales by product category are as follows for the period from January 1, 2015 to October 31, 2015 and for the year ended
December 31, 2014 (in thousands):
 

   2015    2014  
Hardwood products   $163,852    $198,277  
Engineered wood products    32,581     39,984  

    
 

    
 

Total   $196,433    $238,261  
    

 

    

 

Substantially all assets are located and sales are made within North America. Sales made within Mexico were not significant in 2015 and 2014.
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WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
5. GOODWILL

The changes in the carrying amount of goodwill were as follows as of October 31, 2015 and December 31, 2014 (in thousands):
 

   2015    2014  
Balance – Beginning of period   $95,613    $95,836  
Adjustments    (39)    (223) 

    
 

    
 

Balance – End of period   $95,574    $95,613  
    

 

    

 

The change in the carrying amount of goodwill as of October 31, 2015 compared with December 31, 2014 and as of December 31, 2014 compared with
December 31, 2013 is due to the foreign currency translation adjustment.

6. FAIR VALUE MEASUREMENTS

The Company accounts for fair value measurements in accordance with ASC 820, “Fair Value Measurements and Disclosures,” which defines fair
value as the price that would be received for an asset or paid to transfer a liability in an orderly transaction between market participants on the measurement
date. ASC 820 establishes three levels of inputs that may be used to measure fair value:
 

 •  Level 1 – inputs utilizing quoted prices (unadjusted) in active markets for identical assets and liabilities.
 

 •  Level 2 – observable inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly, including quoted
prices for similar assets or liabilities in active markets, or quoted prices for identical or similar assets in markets that are not active.

 

 •  Level 3 – unobservable inputs in which there is little or no market data available, which require the reporting entity to develop its own
assumptions.

In instances where the determination of the fair value measurement is based on inputs from different levels of the fair value hierarchy, the level in the
fair value hierarchy within which the entire fair value measurement falls is based on the lowest level input that is significant to the fair value measurement in
its entirety.

The fair value of the Company’s interest rate cap hedge instrument is determined by using Level 2 inputs, which include observable inputs other than
quoted prices in active markets for identical assets and liabilities. The interest rate cap hedge provides an economic hedge of future debt interest transactions.
The interest rate cap hedge is considered highly correlative to related interest payments; therefore, the Company does not record any hedge ineffectiveness.

The fair value of the Company’s foreign currency hedge is determined by using Level 1 inputs, which include utilizing spot rates in active currency
exchange markets as of December 31, 2014.

The fair value of the Company’s contingent purchase price liability as of October 31, 2015 and December 31, 2014 was $0.3 million and $0.3 million,
respectively, based on Level 3 inputs pertaining to certain future financial milestones being achieved. The Company recognized income of $0.0 million and
$0.8 million as a result of adjusting the contingent purchase liability associated with the acquisition of TME as of October 31, 2015 and December 31, 2014,
respectively. There were no payments of this liability in 2015 or 2014.
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WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
7. FINANCING ARRANGEMENTS

Long-term debt consisted of the following as of October 31, 2015 and December 31, 2014 (in thousands):
 

   2015    2014  
Revolver (due 2016)   $ —      $ —    
Term loan (due 2018)    90,825     97,313  
Unsecured senior note (due 2018)    23,000     23,000  

    
 

    
 

Total debt    113,825     120,313  
Less current maturities    (5,190)    (5,190) 

    
 

    
 

  $108,635    $115,123  
    

 

    

 

Senior Credit Facility On August 8, 2014, the Company entered in a Second Amended and Restated Credit Agreement (the “New Credit Agreement”),
due July 6, 2018, with General Electric Capital Corporation, as a lender, swingline lender and agent for all lenders and the other financial institutions party
thereto (“GECC”), to include a $118.8 million credit facility that provides for a $103.8 million term loan and a revolving line of credit of $15.0 million. The
net proceeds of the New Credit Agreement were used to pay off the outstanding Amended and Restated Credit Agreement due July 2016 of $45.1 million
plus $2.0 million owed on the Revolving Line of Credit. In addition, the Company paid off the outstanding 14% Senior Subordinated Notes due 2017 and
interest of approximately $53.2 million, plus a prepayment call penalty of another $1.0 million. Refinance fees of $1.3 million included in the New Credit
Agreement are being amortized over four years and the remaining $1.1 million were proceeds to the Company.

The New Credit Agreement requires quarterly payments of $1,297,500 and a balloon payment in July 2018. To the extent the Company makes a
prepayment of excess cash flows, as defined by the New Credit Agreement, the excess cash flow payment may be used to prepay up to six quarters of future
principal payments. In conjunction with the Company’s sale to Quanex, the New Credit Agreement borrowings were paid in full on November 2, 2015 (see
Note 12).

As of October 31, 2015, the maximum amount of borrowings available to the Company under the revolving line of credit is $15.0 million. As of
October 31, 2015, the Company has no outstanding borrowings and an available balance of $15.0 million under the revolving line of credit. Borrowings under
the New Credit Agreement accrue interest at a fluctuating rate equal to either the base rate plus 3.00% per annum or LIBOR plus applicable margin ranging
from 4.00% to 4.50% per annum (effective rate of 5.00% and 5.50% at October 31, 2015 and December 31, 2014, respectively). LIBOR has a minimum floor
of 1.0% per annum, so if LIBOR is ever less than 1.0% per annum, then 1.0% per annum would be equivalent to the LIBOR.

Each of the Company’s subsidiaries, which are all 100% owned subsidiaries of the Company, have fully and unconditionally guaranteed the New Credit
Agreement on a joint and several basis.

Unsecured Senior Note The Company has a non-interest bearing $23.0 million senior note with one of its shareholders with a maturity date of
January 8, 2018. The wholly owned subsidiaries are not liable for, and has not otherwise guaranteed, any of the obligations of the Company with respect to
the unsecured senior note. The unsecured senior note was paid in full in conjunction with the Company’s sale to Quanex on November 2, 2015 (see Note 12).

Interest Rate Cap Hedge On September 9, 2014, the Company entered into a two-year interest rate hedge transaction for $71,000 with a notional
amount of $51.9 million to limit the interest rate on a portion of its variable rate debt at a cap rate of 6.50% (2.0% LIBOR, plus applicable margin of 4.50%).
To the extent that the index rate is below the 2.0% LIBOR cap rate, there are no payments due. To the extent the index rate is above the LIBOR cap rate, the
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WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
7. FINANCING ARRANGEMENTS – Continued
 
Company is entitled to receive the difference. The notional amount of $51.9 million will reduce quarterly by one-half of the scheduled amortization payments
related to the term loan under the New Credit Agreement. The index rate at December 31, 2014 was 0.26%. The fair value of the interest rate hedge was not
significant at October 31, 2015 and December 31, 2014 and is included in Other Current Assets and Other Assets as of October 31, 2015 and December 31,
2014, respectively.

Restrictions on Indebtedness The Company’s New Credit Agreement, and the unsecured senior note impose certain restrictions on the Company’s
ability to incur indebtedness, pay dividends, make investments, grant liens, sell assets and engage in certain other activities. The wholly owned subsidiaries
are is limited to its ability to pay dividends or otherwise make other distributions to the Company under the New Credit Agreement. Specifically, the New
Credit Agreement prohibits the Subsidiary from making any distributions to the Company except for limited purposes, including, but not limited to:
(i) overhead expenses, professional fees, directors fees, and expenses of the Company incurred in the ordinary course of business in the aggregate not to
exceed $0.5 million in any fiscal year, and (ii) the wholly owned subsidiaries may pay management fees not to exceed $0.6 million in any fiscal year, plus a
1% transaction fee pursuant to the terms of the Management Services Agreement, so long as no default has occurred. Indebtedness for borrowed money
incurred under the New Credit Agreement is secured by substantially all the Company’s assets, including real and personal property, inventory, accounts
receivable, intellectual property and other tangibles.

Maturities of Long-Term Debt The following table details the Company’s debt obligations as of October 31, 2015 (in thousands):
 

Year Ending October 31  
2016   $ 5,190  
2017    5,190  
2018    103,445  

    
 

  $ 113,825  
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WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
8. COMMITMENTS AND CONTINGENCIES

Operating Leases The Company is obligated under various operating leases for warehouse space and plant equipment. Rental expense under these
agreements was approximately $730,000 and $887,000 for the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014,
respectively. Future minimum lease payments are as follows as of October 31, 2015 (in thousands):
 

Year Ending October 31  
2016   $ 564  
2017    427  
2018    244  
2019    213  
Thereafter    100  

Woodcraft Industries, Inc. Retirement Assurance Plan The Company sponsors a 401(k) and profit sharing plan which covers certain full-time
employees who meet eligibility requirements as to age and length of service. Employees are allowed to make pretax contributions up to the maximum amount
permitted by law. Employer contributions to the plan are made at the discretion of the Board of Directors. The Company’s contribution was approximately
$542,000 and $644,000 for the period from January 1, 2015 to October 31, 2015 and the year ended December 31, 2014, respectively.

Litigation In the normal course of business, the Company is subject to various instances of litigation. In the opinion of the Company’s management and
legal counsel, the ultimate settlement of such matters will not have a material adverse effect on the Company’s financial position, results of operations, or
cash flows.

9. INCOME TAXES

The provision for income taxes consisted of the following for the period from January 1, 2015 to October 31, 2015 and for the year ended
December 31, 2014 (in thousands):
 

   2015    2014  
Current provision:     

Federal   $4,773    $2,654  
State    319     258  
Foreign    35     6  

    
 

    
 

   5,127     2,918  
Deferred tax expense    724     1,362  

    
 

    
 

Provision for income taxes   $5,851    $4,280  
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WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
9. INCOME TAXES – Continued
 

The provision for income taxes differs from the amount of income tax determined by applying the U.S. federal tax rate to pretax income due to the
following for the period from January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014 (in thousands):
 

   2015    2014  
Tax provision at federal rate   $5,805    $4,255  
Tax provision at foreign rate    35     6  
Increase (decrease) in income taxes resulting from:     

Nondeductible expenses    17     21  
State income taxes—net of federal benefit    474     405  
Valuation allowance    —       (51) 
Other    (480)    (356) 

    
 

    
 

Provision for income taxes   $5,851    $4,280  
    

 

    

 

Net deferred tax assets (liabilities) consist of the following components as of October 31, 2015 and December 31, 2014 (in thousands):
 

   2015    2014  
Depreciation   $(4,852)   $(5,373) 
Noncompete agreements    113     161  
Goodwill and other amortizable assets    426     1,021  
Accruals    (18)    73  
Inventory    (445)    (331) 
Capital leases    83     83  
Bad debt expense    8     59  
NOL carryforwards and tax credits    196     412  
Applicable federal rate discount on financing agreement    81     188  
Accrued payroll and health insurance    1,407     1,430  

    
 

    
 

Net deferred tax liability   $(3,001)   $(2,277) 
    

 

    

 

Current   $ 1,559    $ 1,825 
Noncurrent    (4,560)    (4,102) 

    
 

    
 

  $(3,001)   $(2,277) 
    

 

    

 

At October 31, 2015, the Company had no net operating loss carryforwards and tax credit carryforwards available to be offset against future taxable
income.
 

18



WII HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED

OCTOBER 31, 2015 AND DECEMBER 31, 2014
 
9. INCOME TAXES – Continued
 

The Company is subject to audits in the tax jurisdictions in which it operates. Upon audit, these taxing jurisdictions could retroactively disagree with
the Company’s tax treatment of certain items. Consequently, the actual liabilities with respect to any year may be determined long after financial statements
have been issued. The Company establishes tax reserves for estimated tax exposures. These potential exposures result from varying applications of statutes,
rules, regulations, case law and interpretations. The settlement of these exposures primarily occurs upon finalization of tax audits. However, the amount of the
exposures can also be impacted by changes in tax laws and other factors. The Company believes that it has established the appropriate reserves for these
estimated exposures. However, actual results may differ from these estimates. The resolution of these tax matters will not have a material effect on the
consolidated financial condition of the Company, although a resolution could have a material impact on the Company’s consolidated statement of earnings for
a particular future period and on the Company’s effective tax rate.

10. STOCKHOLDERS’ EQUITY

The Company’s Amended and Restated Certificate of Incorporation authorized the aggregate issuance of 500,000 shares of voting common stock,
$.001 par value. There were no shares of stock designated as non-voting. As of October 31, 2015 and December 31, 2014, the Company had issued 171,755
shares of common stock.

11. RELATED-PARTY TRANSACTIONS

The Company has a management services agreement with an affiliate of the Company’s largest stockholder. The Company is obligated to pay a
transaction fee to the affiliate for services provided for each financing, refinancing, acquisition, or similar nonrecurring transaction. Effective July 1, 2008, the
quarterly advisory fee of $135,000 was accrued but not paid until 2014. The Company paid advisory fees of $450,000 and $1,950,000 for the period from
January 1, 2015 to October 31, 2015 and for the year ended December 31, 2014, respectively.

The Company has an unsecured senior note with a shareholder (see Note 7).

12. SUBSEQUENT EVENT

On August 30, 2015, the Company and Quanex Building Products Corporation (Quanex) entered into an agreement and plan of merger. On
November 2, 2015, Quanex acquired the Company for a total purchase price of approximately $248.5 million.
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EXHIBIT 99.2

Unaudited Pro Forma Condensed Consolidated Financial Information

Basis of Presentation

The accompanying unaudited pro forma condensed consolidated balance sheet and statements of income (loss) were prepared based on the historical
financial information of Quanex, WII Holding, Inc. and Subsidiaries, and gives effect to the purchase transaction which occurred on November 2, 2015, for
$246.3 million in cash, net of cash acquired, subject to customary purchase price adjustments and a working capital adjustment.

We evaluated this acquisition in accordance with the “significance tests” prescribed by the Securities and Exchange Commission Rules, and determined
that the acquisition is significant to us. This Current Report on Form 8-K includes the required financial information and the pro forma data required by the
Securities and Exchange Commission Rules. In order to prepare the pro forma data, we are incorporating pro forma information provided in an amended
Current Report on Form 8-K filed on August 21, 2015 related to another acquisition which was deemed to be significant, the June 15, 2015 acquisition of an
extruder of vinyl lineal products and manufacturer of other plastic products (referred to as “HLP”) incorporated and registered in England and Wales.
Therefore, our pro forma results related to the Woodcraft acquisition also reflect the pro forma results of the HLP acquisition, as previously reported.

Quanex has a different fiscal year end (October 31) than Woodcraft and HLP (December 31). The unaudited pro forma balance sheet at July 31, 2015,
reflects the pro forma effect of the purchase transaction as if the transaction was consummated on that date. The unaudited pro forma condensed consolidated
statements of income (loss) for the nine months ended July 31, 2015 and the year ended October 31, 2014 reflect the pro forma effect of the purchase
transaction as if the transaction was consummated on November 1, 2013. In order to present a consolidated pro forma balance sheet, we have included the
historical balance sheet of Quanex, which was included in our Quarterly Report on Form 10-Q for the quarter ended July 31, 2015, and reflects the net assets
and liabilities associated with the HLP purchase on June 15, 2015, and the unaudited balance sheet for Woodcraft as of September 30, 2015, which was
prepared from historical information. To present the pro forma consolidated statement of income (loss) for the nine months ended July 31, 2015, we have
included the historical statement of income (loss) for Quanex for the nine months ended July 31, 2015, the pro forma statement of income (loss) for HLP for
the period January 1, 2015 through September 30, 2015 (derived from the pro forma data included in the Current Report on Form 8-K/A filed on August 21,
2015 for the period January 1, 2015 through June 15, 2015, plus actual results for the period from June 16, 2015 to September 30, 2015), less actual results
for HLP for the period June 16, 2015 through July 31, 2015 (included in the consolidated results of Quanex for the nine months ended July 31, 2015), plus the
unaudited statement of income (loss) for Woodcraft for the nine months ended September 30, 2015. In order to present the pro forma consolidated statement
of income (loss) for the year ended October 31, 2014, we have included the historical statement of income (loss) of Quanex for the year ended October 31,
2014 which was included in our Annual Report on Form 10-K for the fiscal year ended October 31, 2014, and the pro forma statement of income (loss) for
HLP (as derived from the Current Report on Form 8-K/A filed on August 21, 2015 by combining the columns titled “Combined Flamstead Group, Year End
12/31/14”, “Entities Not Acquired, Year End 12/31/14”, and “Pro Forma Adjustments, Year End 12/31/14”), and the audited statement of income (loss) for
Woodcraft for the year ended December 31, 2014. The accompanying unaudited pro forma condensed consolidated financial information for Quanex should
be read in conjunction with the consolidated financial statements and notes thereto included in the referenced filings, and the audited financial statements of
Woodcraft accompanying this amended Current Report on Form 8-K/A.

The unaudited pro forma condensed consolidated balance sheet is presented in tabular format as follows: (i) historical consolidated results;
(ii) Woodcraft unaudited results; (iii) plus pro forma adjustments, to arrive at the pro forma results. The statement of income (loss) for the nine months ended
July 31, 2015 is presented in tabular format as follows: (i) historical consolidated results, as previously filed; (ii) HLP pro forma results; (iii) less HLP results
included in (i); (iv) plus Woodcraft results; (v) plus pro forma adjustments, to arrive at the pro forma results. The statement of income (loss) for the year
ended October 31, 2014 is presented in tabular format as follows: (i) historical consolidated results, as previously filed; (ii) HLP pro forma results;
(iii) Woodcraft historical results; (iv) plus pro forma adjustments, to arrive at pro forma results.

The unaudited pro forma condensed consolidated balance sheet and statements of income (loss) include pro forma adjustments which reflect
transactions and events that are directly attributable to the transaction and are factually supportable. These pro forma adjustments are described in the notes
which accompany these unaudited pro forma condensed consolidated financial statements.



QUANEX BUILDING PRODUCTS CORPORATION
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET

AS OF JULY 31, 2015
 
   

Consolidated As
Reported    Woodcraft    

Pro Forma
Adjustments (a)  Pro Forma 

   
As of

7/31/15    
As of

9/30/15    
As of

7/31/15   
As of

7/31/15  
ASSETS        

Current assets:        
Cash and cash equivalents   $ 27,011    $ 4,754    $ —     $ 31,765  
Accounts receivable, net    62,523     23,025     —      85,548  
Inventories, net    72,948     28,767     1,148    102,863  
Deferred income taxes    18,508     1,825     —      20,333  
Prepaid and other current assets    8,576     867     —      9,443  

    
 

    
 

    
 

   
 

Total current assets    189,566     59,238     1,148    249,952  
Property, plant and equipment, net    140,549     41,596     23,077    205,222  
Goodwill    130,861     95,641     (5,364)   221,138  
Intangible assets, net    124,502     182     103,818    228,502  
Other assets    7,302     1,438     8,525    17,265  

    
 

    
 

    
 

   
 

Total assets   $ 592,780    $198,095    $ 131,204   $922,079  
    

 

    

 

    

 

   

 

LIABILITIES AND STOCKHOLDERS’ EQUITY        
Current liabilities:        

Accounts payable   $ 45,712    $ 4,871    $ —     $ 50,583  
Accrued liabilities    32,250     10,058     15,545    57,853  
Income tax payable    150     —       —      150  
Current maturities of long-term debt    9,468     5,190     (5,190)   9,468  

    
 

    
 

    
 

   
 

Total current liabilities    87,580     20,119     10,355    118,054  
Long-term debt    82,575     108,635     142,463    333,673  
Deferred pension and postretirement benefits    6,621     —       —      6,621  
Liability for uncertain tax positions    548     —       —      548  
Long-term deferred tax liabilities    6,605     4,102     50,301    61,008  
Other liabilities    21,811     344     —      22,155  

    
 

    
 

    
 

   
 

Total liabilities    205,740     133,200     203,119    542,059  
Commitments and contingencies        
Stockholders’ equity    387,040     64,895     (71,915)   380,020  

    
 

    
 

    
 

   
 

Total liabilities and stockholders’ equity   $ 592,780    $198,095    $ 131,204   $922,079  
    

 

    

 

    

 

   

 

See accompanying notes to unaudited pro forma condensed consolidated financial statements



QUANEX BUILDING PRODUCTS CORPORATION
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF INCOME (LOSS)

FOR THE NINE MONTHS ENDED JULY 31, 2015
 

   

Consolidated
As Reported
YTD 7/31/15   

HLP
Pro

Forma
YTD

9/30/15   

Exclude
HLP

Amounts
in Quanex
Consoli-

dated   

Woodcraft
Unaudited

YTD
9/30/15   

Pro Forma
Adjustments(a)  Pro Forma  

   

Nine Months
Ended
7/31/15   

Nine
Months
Ended
9/30/15   

Period
6/16/15 to

7/31/15   

Nine
Months
Ended
9/30/15   

Nine Months
Ended 9/30/15   

Nine Months
Ended
7/31/15  

   (in thousands, except per share data)  
Net sales   $ 450,069   $75,669   $(14,220)  $177,034   $ —     $ 688,552  
Cost and expenses:        

Cost of sales (exclusive of items shown separately below)    353,469    50,999    (12,550)   144,429    1,052(b)   537,399  
Selling, general and administrative    64,157    9,184    (1,752)   9,803    (4,433)(c)   76,959  
Depreciation and amortization    24,541    5,577    (746)   4,170    6,931(d)   40,473  

    
 

   
 

   
 

   
 

   
 

   
 

Operating income (loss)    7,902    9,909    828    18,632    (3,550)   33,721  
Non-operating income (expense):        

Interest income (expense)    (624)   (963)   (58)   (4,667)   (6,866)(e)   (13,178) 
Other, net    300   692    49    323    789(f)   2,153  

    
 

   
 

   
 

   
 

   
 

   
 

Income (loss) before income taxes    7,578    9,638    819    14,288    (9,627)   22,696  
Income tax benefit (expense)    (1,907)   (1,365)   (295)   (5,476)   3,369(g)   (5,674) 

    
 

   
 

   
 

   
 

   
 

   
 

Net income (loss) from continuing operations   $ 5,671   $ 8,273   $ 524   $ 8,812   $ (6,258)  $ 17,022  
    

 

   

 

   

 

   

 

   

 

   

 

Earnings(loss) per common share:        
Basic   $ 0.17       $ 0.50  
Diluted   $ 0.17       $ 0.49  

Weighted-average common shares outstanding:        
Basic    34,111        34,111  
Diluted    34,626        34,626  

See accompanying notes to unaudited pro forma condensed consolidated financial statements



QUANEX BUILDING PRODUCTS CORPORATION
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF INCOME (LOSS)

FOR THE YEAR ENDED OCTOBER 31, 2014
 
   

Consolidated
As Reported   

HLP
Pro Forma   Woodcraft   

Pro Forma
Adjustments(a)  Pro Forma  

   
Year Ended

10/31/14   
Year Ended

12/31/14   
Year Ended

12/31/14   
Year Ended

10/31/14   
Year Ended

10/31/14  
   (In thousands, except per share data)  
Net sales   $ 595,384   $ 96,106   $ 238,261   $ —     $ 929,751  
Cost and expenses:       

Cost of sales (exclusive of items shown separately below)    464,584    68,632    197,793    (474)(b)   730,535  
Selling, general and administrative    82,150    11,893    11,909    —      105,952  
Depreciation and amortization    33,869    6,355    5,882    9,241(d)   55,347  
Asset impairment charges    505    —      —      —      505  

    
 

   
 

   
 

   
 

   
 

Operating income (loss)    14,276    9,226    22,677    (8,767)   37,412  
Non-operating income (expense):       

Interest income (expense)    (562)   (2,078)   (10,213)   (8,730)(e)   (21,583) 
Other, net    92    5,719    (206)   1,547(f)   7,152  

    
 

   
 

   
 

   
 

   
 

Income (loss) before income taxes    13,806    12,867    12,258    (15,950)   22,981  
Income tax benefit (expense)    (5,468)   (3,142)   (4,280)   5,583(g)   (7,307) 

    
 

   
 

   
 

   
 

   
 

Net income (loss)   $ 8,338   $ 9,725   $ 7,978   $ (10,367)  $ 15,674  
    

 

   

 

   

 

   

 

   

 

Earnings (loss) per common share:       
Basic   $ 0.22      $ 0.42  
Diluted   $ 0.22      $ 0.42  

Weighted-average common shares outstanding:       
Basic    37,128       37,128  
Diluted    37,679       37,679  

See accompanying notes to unaudited pro forma condensed consolidated financial statements



Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements

The following adjustments are included in the unaudited pro forma condensed consolidated balance sheet and/or statements of income (loss):
 

(a) The unaudited pro forma condensed consolidated balance sheet at July 31, 2015 presents the preliminary purchase price allocation for the Woodcraft
purchase reflecting consideration paid of $246.3 million, net of cash acquired, resulting in goodwill of approximately $90.3 million, customer
relationship intangible asset of approximately $104.0 million, long-term deferred tax liabilities of $54.4 million and certain working capital changes.
The funding reflects debt borrowings of $251.1 million, net of discount of $6.2 million, less amounts outstanding under Woodcraft’s existing credit
facilities (incremental debt of approximately $137.3 million at September 30, 2015). In addition, the unaudited pro forma condensed consolidated
balance sheet includes an adjustment to record accrued liabilities of $15.5 million, of which $8.5 million relates to deferred financing fees associated
with financing the Woodcraft acquisition (with an offsetting long-term asset) and $7.0 million of direct transaction fees, which reduce stockholder’s
equity. Inventory step-up to fair value of $1.3 million is partially offset by the reversal of an inventory reserve (described at (b) below). The unaudited
pro forma condensed consolidated statements of income (loss) presented excludes estimated transaction fees and the impact of the step-up of inventory
to fair value related to the Woodcraft and HLP transactions. These items are not deemed to have a continuing impact to the ongoing operations of
Quanex.

 

(b) This adjustment removes the effect of adjustments related to the last-in, first-out (LIFO) inventory valuation reserve at Woodcraft. The inventories will
be accounted for using first-in, first-out (FIFO) post-acquisition.

 

(c) This adjustment represents $3.7 million of direct transaction-related costs associated with the HLP acquisition which were expensed as part of the
consolidated results of Quanex for the nine months ended July 31, 2015, and $0.7 million of direct expenses incurred by Woodcraft associated with the
Woodcraft acquisition. These expenses have been removed as the costs are not deemed to have a continuing impact on the ongoing operations of
Quanex.

 

(d) Incremental depreciation and amortization expense is associated with the $23.1 million step-up of fixed assets (assumes a 10 year life, straight-line) to
fair value and the definite-term intangible assets identified at the date of the acquisition of $103.8 million (assumes a 15 year life, straight-line),
assuming the transaction occurred on the first day of each of the respective reporting periods.

 

(e) Incremental interest expense has been calculated based on an increase in debt of $134.0 million and $127.4 million for the nine months ended
September 30, 2015 and the year ended October 31, 2014, respectively, applying our incremental borrowing rate (6.44%), as well as amortization of the
debt discount at the applicable rate. Amortization of non-recurring deferred financing fees has been excluded from the statement of income (loss) pro
forma presentation. The calculation assumes the transaction occurred on the first day of each of the respective reporting periods. A  1⁄8th percent change
in the rate used to calculate pro forma interest expense on incremental debt would increase or decrease the pre-tax pro forma interest amount by $0.8
million and $1.1 million, respectively, for the nine months ended September 30, 2015 and the year ended December 31, 2014.

 

(f) This adjustment relates to applying the functional currency for Woodcraft’s Mexican operation as the United States dollar. Amounts which had
previously been included in accumulated other comprehensive income are presented as foreign exchange gains or losses.

 

(g) This adjustment represents the tax effect associated with the pro forma adjustments referenced above applying the United States statutory rate of 35%.


