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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

AMERICAN WOODMARK CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)
(Unaudited)

ASSETS

Current Assets

Cash and cash equivalents
Investments - certificates of deposit
Customer receivables, net
Inventories

Prepaid expenses and other
Deferred income taxes

Total Current Assets

Property, plant and equipment, net
Investments - certificates of deposit
Promotional displays, net

Deferred income taxes

Other assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

Current Liabilities

Accounts payable

Current maturities of long-term debt
Accrued compensation and related expenses
Accrued marketing expenses

Income taxes payable

Other accrued expenses

Total Current Liabilities

Long-term debt, less current maturities
Defined benefit pension liabilities
Other long-term liabilities

Shareholders' Equity

Preferred stock, $1.00 par value; 2,000,000 shares authorized, none issued
Common stock, no par value; 40,000,000 shares authorized; issued and
outstanding shares: at October 31, 2015: 16,294,477;

at April 30, 2015: 16,079,671

Retained earnings

Accumulated other comprehensive loss -

Defined benefit pension plans

October 31,
2015

$164,972
29,250
61,205
37,801
4,513
11,217
308,958

101,776
7,750
5,855
21,663
4,051
$450,053

$39,857
1,541
34,863
11,417
1,545
12,016
101,239

21,033

58,942
1,912

159,451
147,902

(40,426

April 30,
2015

$149,541
35,500
46,142
35,988
4,758
9,566
281,495

85,516
4,348
23,821
3,724
$398,904

$34,288
1,457
30,120
6,471
1,791
10,663
84,790

21,498

61,325
1,449

150,001
120,698

) (40,857

)
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Total Shareholders' Equity 266,927 229,842
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $450,053 $398,904

See notes to condensed consolidated financial statements.

3




Edgar Filing: AMERICAN WOODMARK CORP - Form 10-Q

AMERICAN WOODMARK CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except share and per share data)

(Unaudited)

Net sales
Cost of sales and distribution
Gross Profit

Selling and marketing expenses
General and administrative expenses
Restructuring charges, net
Operating Income

Interest expense

Other income

Income Before Income Taxes
Income tax expense

Net Income

Net Earnings Per Share

Weighted Average Shares Outstanding

Basic
Diluted

Net earnings per share
Basic
Diluted

See notes to condensed consolidated financial statements.

Three Months Ended
October 31,

2015 2014
$256,292 $217,693
200,240 180,712
56,052 36,981
16,783 16,296
10,733 8,245
28,536 12,440

57 150

(54 (32

28,533 12,322
10,353 4,651
$18,180 $7,671
16,282,881 15,672,198
16,472,645 15,960,236
$1.12 $0.49
$1.10 $0.48

)

Six Months Ended
October 31,

2015 2014
$487,490 $429.610
381,265 355,515
106,225 74,095
32,502 31,811
21,464 16,656

— 3

52,259 25,625

111 314

(106 ) (65

52,254 25,376
18,916 8,467
$33,338 $16,909
16,231,870 15,602,150
16,446,937 15,864,560
$2.05 $1.08
$2.03 $1.07
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AMERICAN WOODMARK CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)

(Unaudited)
Three Months Ended
October 31,
2015 2014
Net income $18,180 $7.671

Other comprehensive income, net of tax:

Change in pension benefits, net of deferred tax benefit of

$(138) and $(84), and $(275) and $(167), for the three and six 216 132
months ended October 31, 2015 and 2014, respectively

Total Comprehensive Income $18,396 $7,803

See notes to condensed consolidated financial statements.

Six Months Ended
October 31,
2015 2014

$33,338 $16,909

431 263

$33,769 $17,172
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AMERICAN WOODMARK CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(Unaudited)

OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Net loss on disposal of property, plant and equipment
Stock-based compensation expense

Deferred income taxes

Pension contributions in excess of expense

Tax benefit from stock-based compensation

Contributions of employer stock to employee benefit plan

Other non-cash items

Changes in operating assets and liabilities:
Customer receivables

Inventories

Prepaid expenses and other assets

Accounts payable

Accrued compensation and related expenses
Income taxes payable

Other accrued expenses

Net Cash Provided by Operating Activities

INVESTING ACTIVITIES

Payments to acquire property, plant and equipment
Proceeds from sales of property, plant and equipment
Investment in certificates of deposit, net

Investment in promotional displays

Net Cash Used by Investing Activities

FINANCING ACTIVITIES

Payments of long-term debt

Proceeds from issuance of common stock
Repurchase of common stock

Notes receivable, net

Tax benefit from stock-based compensation
Net Cash Provided by Financing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Period

Cash and Cash Equivalents, End of Period

Six Months Ended
October 31,

2015 2014
$33,338 $16,909
7,513 7,390
82 32
1,795 1,764
3,813 1,209
(1,677 (1,465
(3,599 35
1,761 3,302
(2,807 (702
(15,296 (8,452
(2,317 4,732
(831 (75
5,569 2,027
4,743 (1,470
(246 (591
7,509 3,526
39,350 18,637
(21,131 (6,347
81 15
(1,500 (18,000
(3,245 (1,652
(25,795 (25,984
(752 (614
5,987 7,850
(7,000 (5,053
42 292
3,599 35
1,876 2,510
15,431 (4,837
149,541 135,700
$164,972 $130,863
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See notes to condensed consolidated financial statements.
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AMERICAN WOODMARK CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note A--Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with

U.S. generally accepted accounting principles (“U.S. GAAP”) for interim financial information and with the instructions
to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes
required by U.S. GAAP for complete consolidated financial statements. In the opinion of management, all adjustments
(consisting of normal recurring accruals) considered necessary for a fair presentation have been included. Operating
results for the six-month period ended October 31, 2015 are not necessarily indicative of the results that may be
expected for the fiscal year ending April 30, 2016. The unaudited condensed consolidated financial statements should
be read in conjunction with the audited consolidated financial statements and notes in the Company's Annual Report

on Form 10-K for the fiscal year ended April 30, 2015 filed with the U.S. Securities and Exchange Commission

(SEC).

Note B--New Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No.
2014-09, “Revenue from Contracts with Customers (Topic 606).” ASU 2014-09 supersedes the revenue recognition
requirements in “Accounting Standard Codification 605 - Revenue Recognition” and most industry-specific guidance.
The standard requires that entities recognize revenue to depict the transfer of promised goods or services to customers
in an amount that reflects the consideration to which a company expects to be entitled in exchange for those goods or
services. ASU 2014-09 permits the use of either the retrospective or cumulative effect transition method. In August
2015, the FASB issued ASU No. 2015-14, “Revenue from Contracts with Customers (Topic 606): Deferral of the
Effective Date.” ASU 2015-14 defers the effective date of ASU 2014-09 by one year to annual reporting periods
beginning after December 15, 2017, including interim reporting periods within that period. The Company is currently
assessing the impact ASU 2014-09 and ASU 2015-14 will have on its financial position and results of operations.

Note C--Net Earnings Per Share

The following table sets forth the computation of basic and diluted net earnings per share:
Three Months Ended Six Months Ended

October 31, October 31,
(in thousands, except per share amounts) 2015 2014 2015 2014
Numerator used in basic and diluted net earnings
per common share:
Net income $18,180 $7,671 $33,338 $16,909
Denominator:
Denominator for basic net earnings per common
share - weighted-average shares 16,283 15,672 16,232 15,602
Effect of dilutive securities:
Stock options and restricted stock units 190 288 215 262
Denominator for diluted net earnings per common
share - weighted-average shares and assumed
conversions 16,473 15,960 16,447 15,865
Net earnings per share
Basic $1.12 $0.49 $2.05 $1.08
Diluted $1.10 $0.48 $2.03 $1.07

10
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The Company repurchased a total of 78,232 and 33,326 shares of its common stock during the three-month periods
ended October 31, 2015 and 2014, respectively, and 108,787 and 163,326 shares of its common stock during the
six-month periods ended October 31, 2015 and 2014, respectively. There were no potentially dilutive securities for the

three- and six-month periods ended October 31, 2015, which were excluded from the calculation of net earnings per
share. There were

7
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approximately 0.0 million and 0.2 million shares of common stock which were excluded from the calculation of net
earnings per share during the three and six-month periods ended October 31, 2014, respectively, as the effect would be
anti-dilutive.

Note D--Stock-Based Compensation

The Company has various stock-based compensation plans. During the quarter ended October 31, 2015, the Board of
Directors of the Company approved grants of a total of 6,300 service-based restricted stock units (RSUs) to
non-employee directors. The service-based RSUs vest daily through the end of the two-year vesting period as long as
the recipient continuously remains a member of the Board, and entitle the recipient to receive one share of the
Company's common stock per unit granted. During the six-months ended October 31, 2015, the Board of Directors of
the Company also approved grants of non-statutory stock options and service-based and performance-based RSUs to
key employees. The employee non-statutory stock option grants totaled 30,700 shares of the Company’s common
stock with an exercise price of $57.11 per share. The options vest evenly over a three-year period and have a ten-year
contractual term. The employee performance-based RSUs totaled 48,201 units and the employee service-based RSUs
totaled 16,049 units. The performance-based RSUs entitle the recipients to receive one share of the Company’s
common stock per unit granted if applicable performance conditions are met and the recipient remains continuously
employed with the Company until the units vest. The service-based RSUs entitle the recipients to receive one share of
the Company’s common stock per unit granted if they remain continuously employed with the Company until the units
vest. All of the Company’s RSUs granted to employees cliff-vest three years from the grant date.

For the three- and six-month periods ended October 31, 2015 and 2014, stock-based compensation expense was
allocated as follows:
Three Months Ended  Six Months Ended

October 31, October 31,
(in thousands) 2015 2014 2015 2014
Cost of sales and distribution $141 $127 $299 $282
Selling and marketing expenses 250 216 530 473
General and administrative expenses 441 478 966 1,009
Stock-based compensation expense $832 $821 $1,795 $1,764

During the six months ended October 31, 2015, the Board of Directors of the Company also approved grants of 7,616
cash-settled performance-based restricted stock tracking units (RSTUs) and 2,499 cash-settled service-based RSTUs
for more junior level employees. Each performance-based RSTU entitles the recipient to receive a payment in cash
equal to the fair market value of a share of the Company's common stock as of the payment date if applicable
performance conditions are met and the recipient remains continuously employed with the Company until the units
vest. The service-based RSTUs entitle the recipients to receive a payment in cash equal to the fair market value of a
share of the Company's common stock as of the payment date if they remain continuously employed with the
Company until the units vest. All of the RSTUs cliff-vest three years from the grant date. Since the RSTUs will be
settled in cash, the grant date fair value of these awards is recorded as a liability until the date of payment. The fair
value of each cash-settled RSTU award is remeasured at the end of each reporting period and the liability is adjusted,
and related expense recorded, based on the new fair value. The Company recognized expense of $220 thousand and
$115 thousand for the three-month periods ended October 31, 2015 and 2014, respectively, and $501 thousand and
$164 thousand for the six-month periods ended October 31, 2015 and 2014, respectively, related to RSTUs. A liability
for payment of the RSTUs is included in the Company's balance sheets in the amount of $921 thousand and $420
thousand as of October 31, 2015 and April 30, 2015, respectively.

12
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Note E--Customer Receivables

The components of customer receivables were:

October 31, April 30,
(in thousands) 2015 2015
Gross customer receivables $63,951 $48,655
Less:
Allowance for doubtful accounts (148 ) (173 )
Allowance for returns and discounts (2,598 ) (2,340 )
Net customer receivables $61,205 $46,142
Note F--Inventories
The components of inventories were:
October 31, April 30,
(in thousands) 2015 2015
Raw materials $17,542 $17,199
Work-in-process 18,582 18,095
Finished goods 16,159 14,797
Total FIFO inventories 52,283 50,091
Reserve to adjust inventories to LIFO value (14,482 ) (14,103 )
Total LIFO inventories $37,801 $35,988

Interim LIFO calculations are based on management’s estimates of expected year-end inventory levels and
costs. Since these items are estimated, interim results are subject to the final year-end LIFO inventory valuation.

Note G--Product Warranty

The Company estimates outstanding warranty costs based on the historical relationship between warranty claims and
revenues. The warranty accrual is reviewed monthly to verify that it properly reflects the remaining obligation based
on the anticipated expenditures over the balance of the obligation period. Adjustments are made when actual warranty
claim experience differs from estimates. Warranty claims are generally made within two months of the original
shipment date.

The following is a reconciliation of the Company’s warranty liability, which is included in other accrued expenses on
the balance sheet:

Six Months Ended
October 31,
(in thousands) 2015 2014
Beginning balance at May 1 $2,643 $1,910
Accrual 8,269 7,777
Settlements (7,896 ) (7,084 )
Ending balance at October 31 $3,016 $2,603

14
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Note H--Cash Flow

Supplemental disclosures of cash flow information:

Six Months Ended

October 31,
(in thousands) 2015 2014
Cash paid during the period for:
Interest $241 $301
Income taxes $15,563 $7,935

Note I--Pension Benefits

Effective April 30, 2012, the Company froze all future benefit accruals under the Company’s hourly and salary
defined-benefit pension plans.

Net periodic pension (benefit) cost consisted of the following for the three- and six-month periods ended October 31,
2015 and 2014:
Three Months Ended  Six Months Ended

October 31, October 31,
(in thousands) 2015 2014 2015 2014
Interest cost $1,753 $1,617 $3,507 $3,233
Expected return on plan assets 2,035 ) (1,917 ) 4,071 ) (3,833 )
Recognized net actuarial loss 353 216 706 433
Net periodic pension (benefit) cost $71 $(84 ) $142 $(167 )

The Company expects to contribute $5.0 million to its pension plans in fiscal 2016, which represents both required
and discretionary funding. As of October 31, 2015, $1.8 million of contributions had been made. The Company
made contributions of $4.3 million to its pension plans in fiscal 2015.

Note J--Fair Value Measurements

The Company utilizes the hierarchy of fair value measurements to classify certain of its assets and liabilities based
upon the following definitions:

Level 1- Investments with quoted prices in active markets for identical assets or liabilities. The Company’s cash
equivalents are invested in money market funds, mutual funds and certificates of deposit. The Company’s mutual fund
investment assets represent contributions made and invested on behalf of the Company’s executive officers in a
supplementary employee retirement plan.

Level 2- Investments with observable inputs other than Level 1 prices, such as: quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by
observable market data for substantially the full term of the assets or liabilities. The Company has no Level 2 assets or
liabilities.

Level 3- Investments with unobservable inputs that are supported by little or no market activity and that are significant
to the fair value of the assets or liabilities. The Company has no Level 3 assets or liabilities.

10
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The following table summarizes the fair values of assets that are recorded in the Company’s unaudited condensed
consolidated financial statements as of October 31, 2015 and April 30, 2015 at fair value on a recurring basis (in
thousands):

Fair Value Measurements

As of October 31, 2015

Level 1 Level 2 Level 3
ASSETS:
Money market funds $30,481 $— $—
Mutual funds 1,028 — —
Certificates of deposit 37,000 — —
Total assets at fair value $68,509 $— $—

As of April 30, 2015

Level 1 Level 2 Level 3
ASSETS:
Money market funds $30,480 $— $—
Mutual funds 1,048 — —
Certificates of deposit 38,000 — —
Total assets at fair value $69,528 $— $—

Note K--Loans Payable and Long-Term Debt

The Company's outstanding indebtedness and other obligations to Wells Fargo are unsecured. Under the terms of its
revolving credit facility, the Company must (1) maintain at the end of each fiscal quarter a ratio of total liabilities to
tangible net worth of not greater than 1.4 to 1.0; (2) maintain at the end of each fiscal quarter a ratio of cash flow to
fixed charges of not less than 1.5 to 1.0 measured on a rolling four-quarter basis; and (3) comply with other customary
affirmative and negative covenants. The Company was in compliance with all covenants specified in the credit
facility as of October 31, 2015, including as follows: (1) the Company’s ratio of total liabilities to tangible net worth at
October 31, 2015 was 0.7 to 1.0; and (2) the Company's ratio of cash flow to fixed charges for its most recent four
quarters was 3.15 to 1.0.

Note L--Income Taxes

The Company’s effective income tax rate for the three and six month periods ended October 31, 2015 were 36.3% and
36.2%, respectively, compared with 37.7% and 33.4%, respectively, in the comparable periods of the prior fiscal

year. The lower effective tax rate for the second quarter of fiscal 2016 was due to the Company operating at a higher
net income than the prior year period and more favorable permanent tax differences. The higher effective tax rate for
the first six months of fiscal 2016 was the result of a federal research and experimentation tax credit for fiscal years
2011 through 2014 of $1.1 million being recorded in the first quarter of fiscal 2015.

Note M--Other Information

The Company is involved in suits and claims in the normal course of business, including without limitation product
liability and general liability claims, and claims pending before the Equal Employment Opportunity Commission. On

at least a quarterly basis, the Company consults with its legal counsel to ascertain the reasonable likelihood that such
claims may result in a loss. As required by FASB Accounting Standards Codification Topic 450, “Contingencies” (ASC
450), the Company categorizes the various suits and claims into three categories according to their likelihood for
resulting in potential loss: those that are probable, those that are reasonably possible, and those that are deemed to be
remote. Where losses are deemed to be probable and estimable, accruals are made. Where losses are deemed to be

18
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reasonably possible, a range of loss estimates is determined and considered for disclosure. In determining these loss
range estimates, the Company considers known values of similar claims and consults with independent counsel.

The Company believes that the aggregate range of loss stemming from the various suits and asserted and unasserted
claims which were deemed to be either probable or reasonably possible was not material as of October 31, 2015.

11
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Item 2.
Management’s Discussion and Analysis of Financial Condition
and Results of Operations

The following discussion should be read in conjunction with our unaudited condensed consolidated financial
statements and the related notes, both of which are included in Part I, Item 1 of this report. The Company’s critical
accounting policies are included in the Company’s Annual Report on Form 10-K for the fiscal year ended April 30,
2015.

Forward-Looking Statements

This report contains statements concerning the Company’s expectations, plans, objectives, future financial

performance, and other statements that are not historical facts. These statements may be “forward-looking statements”

within the meaning of the Private Securities Litigation Reform Act of 1995. In most cases, the reader can identify
forward-looking statements by words such as “anticipate,” “estimate,” “forecast,” “expect,” “believe,” “should,” “could,” “wot
“plan,” “may,” "intend," "estimate," "prospect,” "goal," "will," "predict," "potential” or other similar

words. Forward-looking statements contained in this report, including elsewhere in Management’s Discussion and
Analysis of Financial Condition and Results of Operations, are based on current expectations and our actual results
may differ materially from those projected in any forward-looking statements. In addition, the Company participates
in an industry that is subject to rapidly changing conditions and there are numerous factors that could cause the
Company to experience a decline in sales and/or earnings or deterioration in financial condition. Factors that could
cause actual results to differ materially from those in forward-looking statements made in this report include but are
not limited to:

EEINT3

nn non

general economic or business conditions and instability in the financial and credit markets, including their potential
tmpact on our (i) sales and operating costs and access to financing, and (ii) customers and suppliers and their ability to
obtain financing or generate the cash necessary to conduct their respective businesses;

the cyclical nature of the Company’s industry, which is particularly sensitive to changes in consumer confidence, the
amount of consumers’ income available for discretionary purchases, and the availability and terms of consumer credit;
economic weakness in a specific channel of distribution;

the loss of sales from specific customers due to their loss of market share, bankruptcy or switching to a competitor;
risks associated with domestic manufacturing operations and suppliers, including fluctuations in capacity utilization
and the prices and availability of key raw materials as well as fuel, transportation, warehousing and labor costs and
environmental compliance and remediation costs;

the need to respond to price or product initiatives launched by a competitor;

the Company’s ability to successfully implement initiatives related to increasing market share, new products,
maintaining and increasing its sales force and new product displays; and

sales growth at a rate that outpaces the Company’s ability to install new capacity or a sales decline that requires
reduction or realignment of the Company’s manufacturing capacity.

Additional information concerning factors that could cause actual results to differ materially from those in
forward-looking statements is contained in this report, including elsewhere in Management’s Discussion and Analysis
of Financial Condition and Results of Operations, and also in the Company's most recent Annual Report on Form
10-K for the fiscal year ended April 30, 2015, filed with the SEC, including under Item 7, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations,” Item 1A, "Risk Factors," and Item 7A, "Quantitative
and Qualitative Disclosures about Market Risk." While the Company believes that these risks are manageable and
will not adversely impact the long-term performance of the Company, these risks could, under certain circumstances,
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have a material adverse impact on its operating results and financial condition.

Any forward-looking statement that the Company makes speaks only as of the date of this report. The Company
undertakes no obligation to publicly update or revise any forward-looking statements or cautionary factors, as a result
of new information, future events or otherwise, except as required by law.

Overview

American Woodmark Corporation manufactures and distributes kitchen cabinets and vanities for the remodeling and
new home construction markets. Its products are sold on a national basis directly to home centers, major builders and
home manufacturers, and through a network of independent dealers and distributors. At October 31, 2015, the
Company operated 9 manufacturing facilities and 7 service centers across the country.

12
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The three-month period ended October 31, 2015 was the Company’s second quarter of its fiscal year that ends on April
30, 2016 (fiscal 2016). During the second quarter of fiscal 2016, the Company continued to experience improving
market conditions from the housing market downturn that began in 2007.

The Company’s remodeling based business was impacted by the following trends during the second quarter of the
Company’s fiscal 2016:

Residential investment as a percentage of gross domestic product as tracked by the U.S. Department of Commerce for
the second calendar quarter of 2015 remained flat at 3.2% compared to the prior calendar quarter;

The median price per existing home sold improved from the same period one year ago by 5.1% according to data
provided by the National Association of Realtors, and existing home sales rose 8.3% during the third quarter of 2015;
The unemployment rate improved to 5.0% as of October 2015 compared to October 2014 according to data provided
by the U.S. Department of Labor;

Mortgage interest rates remained low with a thirty-year fixed mortgage rate of approximately 3.80% in October 2015,
an improvement of approximately 24 basis points compared to the same period in the prior year; and

Consumer sentiment as tracked by Thomson Reuters/University of Michigan was 90.0 in October 2015, an
improvement over October 2014.

The Company believes there is no single indicator that directly correlates with cabinet remodeling market activity. For
this reason, the Company considers other factors in addition to those discussed above as indicators of overall market
activity including credit availability, housing affordability and sales reported by the Kitchen Cabinet Manufacturers
Association (KCMA), a trade organization which issues the aggregate sales that have been reported by its members
including the largest cabinet manufacturers in the United States. Based on the totality of factors listed above, the
Company believes that the cabinet remodeling market increased in the mid single digits during the second quarter of
fiscal 2016.

The Company’s largest remodeling customers and competitors continued to utilize sales promotions in the Company’s
product category to boost sales. These promotions consisted of free products and/or cash discounts to consumers
based upon the amount or type of cabinets they purchased. The Company strives to maintain its promotional levels in
line with market activity, with a goal of remaining competitive. The Company experienced promotional levels during
the second quarter of fiscal 2016 that were higher than those experienced in the same period of the prior year as we
responded to competitive positioning and market conditions.

The Company’s remodeling sales increased 17% during the second quarter and 8% during the first half of fiscal 2016
compared with the same prior-year periods. Our Waypoint brand represented approximately 9% of our overall sales
and grew by 40% during the second quarter and more than 30% during the first half of fiscal 2016, respectively, when
compared to the comparable prior year periods. Management believes that the Company has improved market share
within the dealer channel while maintaining market share within big box retailers. However, we understand big box
home improvement retailers have lost market share to other channels, primarily independent dealers due to the more
affluent nature of their customer base.

Regarding new construction markets, the Company believes that fluctuations in single-family housing starts are the
best indicator of cabinet activity. Assuming a sixty to ninety day lag between housing starts and the installation of
cabinetry, single-family housing starts rose by more than 15% during the second quarter of the Company’s fiscal 2016
over the comparable prior year period.

Sales in the new construction channel increased by more than 18% in both the second quarter and first half of fiscal
2016 when compared with the same periods of fiscal 2015. The Company believes it continued to over index the
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market due to share penetration with our builder partners and the health of the markets where we concentrate our
business.

The Company’s total net sales rose by 18% during the second quarter and 13% during the first half of fiscal 2016
compared to the same prior-year periods, which management believes was driven primarily by a rise in the overall
market activity.

As of October 31, 2015, the Company had total net deferred tax assets of $32.9 million, down from $33.4 million at
April 30, 2015. The Company regularly considers the need for a valuation allowance against its deferred tax assets.
The Company had a history of profitable operations for 16 consecutive years, from 1994 to 2009, followed by losses
that coincided with the industry downturn from 2010 to 2012. Growth in the Company’s deferred tax assets resulted
primarily from growth in its defined benefit pension liabilities. The Company earned sufficient net income during
fiscal 2013 to fully utilize all of its U.S. federal net operating loss carryforward. To fully realize the remainder of its
net deferred tax assets, the Company will need to, among other things, substantially reduce its net unfunded pension
obligation of $61.3 million at April 30, 2015. To enhance the
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probability that this objective is achieved in the future, the Company took definitive actions when it froze its pension
plans as part of a restructuring initiative that the Company announced in the third quarter of fiscal 2012 and completed
just after the beginning of the Company's 2013 fiscal year (2012 Restructuring).

The Company resumed the funding of its pension plans during fiscal year 2012, and expects to continue funding these
plans for the foreseeable future, which will reduce both its unfunded pension plan obligation and its deferred tax asset.
These actions, coupled with the recent improvement in the U.S. housing market and the Company’s continued ability
to grow its sales at a faster rate than its competitors, have enabled the Company to generate net income and reduce its
deferred tax assets and unfunded pension obligation beginning in fiscal 2013 and continuing through the first half of
fiscal 2016. The Company believes that the positive evidence of the housing industry improvement, coupled with the
benefits from the Company’s successful 2012 Restructuring and continued market share gains have already driven a
return to profitability that is expected to continue during the remainder of fiscal 2016, and that the combined impact of
these positive factors outweighs the negative factor of the Company’s previous losses. Accordingly, management has
concluded it is more likely than not that the Company will realize its deferred tax assets.

The Company earned net income of $18.2 million for the second quarter of fiscal 2016, compared with $7.7 million in
the second quarter of its prior fiscal year, and earned net income of $33.3 million for the first half of fiscal 2016,
compared with $16.9 million in the same period of the prior year. Net income for the first half of fiscal 2015 includes
a $1.1 million one-time federal research and experimentation tax credit for fiscal years 2011 through 2014.

Results of Operations

Three Months Ended Six Months Ended
October 31, October 31,
. Percent Percent
(in thousands) 2015 2014 Change 2015 2014 Change
Net sales $256,292  $217,693 18 % $487,490 $429,610 13 %
Gross profit 56,052 36,981 52 106,225 74,095 43
Selling and marketing expenses 16,783 16,296 3 32,502 31,811 2
General and administrative 10,733 8.245 30 21.464 16,656 29

expenses

Net Sales. Net sales were $256.3 million for the second quarter of fiscal 2016, an increase of 18% compared with the
second quarter of fiscal 2015. For the first six months of fiscal 2016, net sales were $487.5 million, reflecting a 13%
increase compared with the same period of fiscal 2015. Overall unit volume for the three- and six-month periods
ended October 31, 2015 improved by 15% and 10%, respectively. Average revenue per unit increased 3% during the
three- and six-month periods ended October 31, 2015, driven by improvements in the Company’s sales mix and
pricing.

Gross Profit. Gross profit margin for the second quarter of fiscal 2016 was 21.9%, compared with 17.0% for the same
period of fiscal 2015. Gross profit margin was 21.8% for the first half of fiscal 2016, compared with 17.2% in the
first half of fiscal 2015. Gross profit in the second quarter and first half of fiscal 2016 was favorably impacted by
higher sales volume, customer management, product mix, pricing and improved operating efficiency as we generated
favorable leverage on our fixed and semi-fixed overhead costs with additional volume.

Selling and Marketing Expenses. Selling and marketing expenses were 6.5% of net sales in the second quarter of
fiscal 2016, compared with 7.5% of net sales for same period in fiscal 2015. For the first six months of fiscal 2016,
selling and marketing expenses were 6.7% of net sales, compared with 7.4% of net sales for the same period of fiscal
2015. Selling and marketing costs increased by 3% in relation to the 18% increase in net sales during the second
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quarter of fiscal 2016, and increased by 2% in relation to the 13% increase in net sales during the first half of fiscal
2016. The decrease in selling and marketing expenses as a percentage of net sales during the second quarter and first
half of fiscal 2016 is due to favorable leverage from increased sales and lower product launch costs.

General and Administrative Expenses. General and administrative expenses were 4.2% of net sales in the second
quarter of fiscal 2016, compared with 3.8% of net sales in the second quarter of fiscal 2015, and 4.4% of net sales in
the first half of fiscal 2016 compared with 3.8% of net sales in the same period in fiscal 2015. The increase in general
and administrative expenses as a percentage of net sales during the second quarter and first half of fiscal 2016 is due
to higher performance based compensation costs.
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Effective Income Tax Rates. The Company’s effective income tax rate for the three and six month periods ended
October 31, 2015 were 36.3% and 36.2%, respectively, compared with 37.7% and 33.4%, respectively, in the
comparable periods of the prior fiscal year. The lower effective tax rate for the second quarter of fiscal 2016 was due
to the Company operating at a higher net income than the prior year period and more favorable permanent tax
differences. The higher effective tax rate in fiscal 2016 as compared to fiscal 2015 was the result of a federal research
and experimentation tax credit for fiscal years 2011 through 2014 of $1.1 million being recorded in the first quarter of
fiscal 2015.

Outlook. The Company believes that the average price of existing home sales will continue to increase driven by
growth in both employment and a resumption of growth in new household formation. In this environment, the
Company expects the cabinet remodeling market will show modest improvement during the remainder of fiscal 2016
but overall activity will continue to be below historical averages. Within the cabinet remodeling market, the Company
expects independent dealers to outperform other channels of distribution primarily due to their more affluent customer
base. As aresult, the Company expects its remodeling sales for the remainder of fiscal 2016 to be slightly lower than
the overall industry due to over indexing in the home center channel. The Company expects to maintain its market
share in the home center channel and to increase share in the dealer channel.

The Company expects that single-family housing starts and in turn, new construction cabinet sales, will grow at a
high-single digit rate during the remainder of its fiscal year 2016, and that the Company’s new construction sales

growth will continue to exceed this level for the remainder of its current fiscal year, but by a lesser rate than fiscal
2015, as comparable prior year sales levels become more challenging.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s cash and cash equivalents totaled $165.0 million at October 31, 2015, representing a $15.5 million
increase from its April 30, 2015 levels. At October 31, 2015, total long-term debt (including current maturities) was
$22.6 million, down $0.4 million from its balance at April 30, 2015. The Company’s ratio of long-term debt to total
capital was 7.3% at October 31, 2015, compared with 8.6% at April 30, 2015.

The Company’s main sources of liquidity are its existing cash and cash equivalents on hand and cash generated from
its operating activities. The Company can borrow up to $35 million under its revolving credit facility with Wells
Fargo Bank, N.A. (Wells Fargo). At October 31, 2015, $10 million of loans and $3.0 million of letters of credit were
outstanding under the facility, and the Company had additional borrowing base availability of $25.0 million.

The Company's outstanding indebtedness and other obligations to Wells Fargo are unsecured. Under the terms of its
revolving credit facility, the Company must: (1) maintain at the end of each fiscal quarter a ratio of total liabilities to
tangible net worth of not greater than 1.4 to 1.0; (2) maintain at the end of each fiscal quarter a ratio of cash flow to
fixed charges of not less than 1.5 to 1.0 measured on a rolling four-quarter basis; and (3) comply with other customary
affirmative and negative covenants. The Company was in compliance with all covenants specified in the credit
facility as of October 31, 2015, including as follows: (1) the Company’s ratio of total liabilities to tangible net worth at
October 31, 2015 was 0.7 to 1.0; and (2) cash flow to fixed charges for its most recent four quarters was 3.15 to 1.0.

The revolving credit facility does not limit the Company’s ability to pay dividends or repurchase its common shares as
long as the Company is in compliance with these covenants.

Cash provided by operating activities in the first six months of fiscal 2016 was $39.4 million, compared with $18.6

million in the comparable period of fiscal 2015. The increase in cash generated by operating activities was driven
primarily by the $16.4 million increase in the Company’s net income, $2.4 million from lower increases in inventory

26



Edgar Filing: AMERICAN WOODMARK CORP - Form 10-Q

levels and higher accrued marketing and compensation expenses.

The Company’s investing activities primarily consist of investment in property, plant and equipment and promotional
displays. Net cash used for investing activities was $25.8 million in the first six months of fiscal 2016, compared with
$26.0 million in the comparable period of fiscal 2015. The decrease in cash used was driven by a $16.5 million
decrease in investment in certificates of deposit, offset by a $14.8 million increase in outflows for investment in
property, plant and equipment, and a $1.5 million increase in promotional displays. The Company’s year-to-date gross
investment in property, plant and equipment and promotional displays for fiscal 2016 was $24.4 million through
October 31, 2015. On August 21, 2014, the Board of Directors of the Company approved a $30 million capital
expansion project at its West Virginia facility. The Company expects to incur spending of approximately $3 million
related to this expansion in the remainder of fiscal 2016.
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During the first six months of fiscal 2016, net cash provided by financing activities was $1.9 million, compared with
$2.5 million in the comparable period of the prior fiscal year. The decrease was driven by the Company’s receipt of
$6.0 million during the current fiscal year from employees’ exercise of stock options compared to $7.9 million in the
same period of the prior year, as well as stock repurchases of $7.0 million during the first six months of fiscal 2016
compared to $5.1 million in the same period of the prior year.

On November 20, 2014, the Board of Directors of the Company authorized repurchases of up to $25 million of the
Company's common shares. Repurchases may be made from time to time in the open market, or through privately
negotiated transactions or otherwise, in compliance with applicable laws, rules and regulations, at prices and on terms
the Company deems appropriate and subject to the Company's cash requirements for other purposes, compliance with
the covenants under the Company’s revolving credit facility, and other factors management deems relevant. At
October 31, 2015, $18.0 million remained authorized by the Company’s Board of Directors to repurchase the
Company’s common shares. The Company purchased a total of 108,787 common shares, for an aggregate purchase
price of $7.0 million, during the first six months of fiscal 2016, under the authorization. The Company continues to
evaluate its cash on hand and prospects for future cash generation, and compare these against its plans for future
capital expenditures. Although the evaluation of its future capital expenditures is ongoing, the Company expects that it
will make repurchases of its common shares from time to time during the remainder of the fiscal year, subject to the
Company’s financial condition, capital requirements, results of operations and any other factors then deemed relevant.
See Item 2, "Unregistered Sales of Equity Securities and Use of Proceeds" for further information on share
repurchases.

Cash flow from operations combined with accumulated cash and cash equivalents on hand are expected to be more
than sufficient to support forecasted working capital requirements, service existing debt obligations and fund capital
expenditures for the remainder of fiscal 2016.

Seasonal and Inflationary Factors

The Company’s business has historically been subject to seasonal influences, with higher sales typically realized in the
second and fourth fiscal quarters.

The costs of the Company’s products are subject to inflationary pressures and commodity price fluctuations. The
Company has generally been able over time to recover the effects of inflation and commodity price fluctuations
through sales price increases.

Critical Accounting Policies

The Company bases its estimates on historical experience and on various other assumptions that are believed to be
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates under different assumptions or conditions. There have been no significant changes to the Company’s critical
accounting policies as disclosed in the Company’s Annual Report on Form 10-K for the fiscal year ended April 30,
2015.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Since the end of the fiscal year ended April 30, 2015, the Company has had no material exposure to changes in
interest rates for its debt agreements.
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The Company does not currently use commodity or interest rate derivatives or similar financial instruments to manage
its commodity price or interest rate risks. See “Seasonal and Inflationary Factors” in Management’s Discussion and
Analysis of Financial Condition and Results of Operations above for additional information regarding the effects
inflation and commodity price fluctuations have on the costs of the Company’s products.

Item 4. Controls and Procedures

Senior management, including the Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of
the design and operation of the Company's disclosure controls and procedures as of October 31, 2015. Based on this
evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that the Company's disclosure
controls and procedures are effective. In addition, there has been no change in the Company's internal control over
financial reporting that occurred during the quarter ended October 31, 2015 that has 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 various suits and claims in the normal course of business all of which constitute ordinary,
routine litigation incidental to the Company’s business. The Company is not party to any material litigation that does
not constitute ordinary, routine litigation incidental to its business.

Item 1A. Risk Factors

Risk factors that may affect the Company’s business, results of operations and financial condition are described in Part
I, Item 1A, “Risk Factors” of the Company’s Annual Report on Form 10-K for the fiscal year ended April 30, 2015 and
there have been no material changes from the risk factors disclosed. Additional risks are discussed elsewhere in this
report, including in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” under
the headings “Forward-Looking Statements” and “Outlook.”

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

The following table details share repurchases made by the Company during the second quarter of fiscal 2016:

Share Repurchases

Total Number of Approximate Dollar
Value of Shares That
Total Number of . .. Shares Purchased as
Average Price Paid . May Yet Be
Shares Purchased Part of Publicly
Announced Purchased Under the
Programs (000)
) Per Share Programs (D)
August 1 - 31, 2015 26,808 $64.69 26,808 $21,498
September 1 - 30, 2015 29,450 $66.96 29,450 $19,525
October 1 - 31, 2015 21,974 $69.42 21,974 $18,000
Quarter ended October 31, 2015 78,232 $66.88 78,232 $18,000

(1) On November 20, 2014, the Board of Directors of the Company authorized a repurchase of up to $25 million of
the Company's common shares. Repurchases may be made from time to time in the open market, or through privately
negotiated transactions or otherwise, in compliance with applicable laws, rules and regulations, at prices and on terms
the Company deems appropriate and subject to the Company's cash requirements for other purposes, compliance with
the covenants under the Company's revolving credit facility, and other factors management deems relevant. In the
second quarter of fiscal 2016, the Company repurchased 78,232 common shares for an aggregate purchase price of
$5.2 million, under the authorization, pursuant to a repurchase plan intended to comply with the requirements of Rule
10b5-1 and Rule 10b-18 under the Securities Exchange Act of 1934, as amended. At October 31, 2015, $18.0 million
remained authorized by the Company's Board of Directors to repurchase the Company's common shares.

On November 19, 2015, the Board of Directors of the Company authorized an additional stock repurchase program of
up to $20 million of the Company's common shares. This authorization is in addition to the stock repurchase program
authorized on November 20, 2014. Repurchases may be made from time to time in the open market, or through
privately negotiated transactions or otherwise, in compliance with applicable laws, rules and regulations, at prices and
on terms the Company deems appropriate and subject to the Company's cash requirements for other purposes,
compliance with the covenants under the Company's revolving credit facility, and other factors management deems
relevant. The authorization does not obligate the Company to acquire a specific number of shares during any period,
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and the authorization may be modified, suspended or discontinued at any time at the discretion of the Board.

Management expects to fund share repurchases using available cash and cash generated from operations. Repurchased
shares will become authorized but unissued common shares.
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Item 6. Exhibits

Exhibit Number

3.1 (a)

3.1(b)

3.2

4.1

4.2

10.1

10.2

10.3

10.4

31.1

31.2

32.1
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Description

Articles of Incorporation as amended effective August 12, 1987 (incorporated by reference to
Exhibit 3.1 to the Registrant’s Form 10-Q for the quarter ended January 31, 2003; Commission File
No. 000-14798).

Articles of Amendment to the Articles of Incorporation effective September 10, 2004 (incorporated
by reference to Exhibit 3.1 to the Registrant’s Form 8-K as filed on August 31, 2004; Commission
File No. 000-14798).

Bylaws — as amended and restated November 4, 2015 (incorporated by reference to Exhibit 3.1 to
the Registrant's Form 8-K as filed on November 9, 2015; Commission File No. 000-14798).

The Articles of Incorporation and Bylaws of the Registrant as currently in effect (incorporated by
reference to Exhibits 3.1 and 3.2).

Amended and Restated Stockholder’s Agreement (incorporated by reference to Exhibit 4.2 to the
Registrant’s Form S-1 for the fiscal year ended April 30, 1986; Commission File No. 33-6245).

Pursuant to Regulation S-K, Item 601(b)(4)(iii), instruments that define the rights of holders of the
Registrant’s long-term debt securities, where the long-term debt securities authorized under each
such instrument do not exceed 10 percent of the Registrant’s total assets, have been omitted and will
be furnished to the Securities and Exchange Commission on request.

2015 Non-Employee Directors Restricted Stock Unit Plan (incorporated by reference to Exhibit A
to the Registrant's Definitive Proxy Statement on Schedule 14A as filed on June 30, 2015;
Commission File No. 000-14798).

Management Contract - Employment Agreement for Mr. S. Cary Dunston, dated August 26, 2015
(incorporated by reference to Exhibit 10.1 to the Registrant's Current Report on Form 8-K as filed
August 31, 2015; Commission File No. 000-14798).

Management Contract - Letter of Understanding for Mr. Kent Guichard, dated August 26, 2015
(incorporated by reference to Exhibit 10.2 to the Registrant's Current Report on Form 8-K as filed
August 31, 2015; Commission File No. 000-14798).

Management Contract - Employment Agreement for Mr. Robert Adams, dated August 26, 2015
(incorporated by reference to Exhibit 10.3 to the Registrant's Current Report on Form 8-K as filed
August 31, 2015; Commission File No. 000-14798).

Certification of the Chief Executive Officer Pursuant to Rule 13a-14(a) of the Exchange Act (Filed
Herewith).

Certification of the Chief Financial Officer Pursuant to Rule 13a-14(a) of the Exchange Act (Filed
Herewith).
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Certification of the Chief Executive Officer and Chief Financial Officer Pursuant to Rule 13a-14(b)
of the Exchange Act and 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 (Filed Herewith).

Interactive Data File for the Registrant’s Quarterly Report on Form 10-Q for the quarter ended
October 31, 2015 formatted in XBRL (eXtensible Business Reporting Language): (i) Condensed
Consolidated Balance Sheets, (i1) Condensed Consolidated Statements of Income, (iii) Condensed
Consolidated Statements of Comprehensive Income, (iv) Condensed Consolidated Statements of
Cash Flows, and (v) Notes to Condensed Consolidated Financial Statements (Filed Herewith).
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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.

AMERICAN WOODMARK CORPORATION
(Registrant)

/s/M. Scott Culbreth
M. Scott Culbreth
Senior Vice President and Chief Financial Officer

Date: November 25, 2015

Signing on behalf of the registrant and
as principal financial and accounting officer
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EXHIBIT INDEX

Exhibit Number

3.1 (a)

3.1(b)

3.2

4.1

4.2

10.1

10.2

10.3

10.4

31.1

31.2
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Description

Articles of Incorporation as amended effective August 12, 1987 (incorporated by reference to
Exhibit 3.1 to the Registrant’s Form 10-Q for the quarter ended January 31, 2003; Commission
File No. 000-14798).

Articles of Amendment to the Articles of Incorporation effective September 10, 2004
(incorporated by reference to Exhibit 3.1 to the Registrant’s Form 8-K as filed on August 31,
2004; Commission File No. 000-14798).

Bylaws — as amended and restated November 4, 2015 (incorporated by reference to Exhibit 3.1
to the Registrant's Form 8-K as filed on November 9, 2015; Commission File No. 000-14798).

The Articles of Incorporation and Bylaws of the Registrant as currently in effect (incorporated
by reference to Exhibits 3.1 and 3.2).

Amended and Restated Stockholder’s Agreement (incorporated by reference to Exhibit 4.2 to
the Registrant’s Form S-1 for the fiscal year ended April 30, 1986; Commission File No.
33-6245).

Pursuant to Regulation S-K, Item 601(b)(4)(iii), instruments that define the rights of holders of
the Registrant’s long-term debt securities, where the long-term debt securities authorized under
each such instrument do not exceed 10 percent of the Registrant’s total assets, have been omitted
and will be furnished to the Securities and Exchange Commission on request.

2015 Non-Employee Directors Restricted Stock Unit Plan (incorporated by reference to Exhibit
A to the Registrant's Definitive Proxy Statement on Schedule 14A as filed on June 30, 2015;
Commission File No. 000-14798).

Management Contract - Employment Agreement for Mr. S. Cary Dunston, dated August 26,
2015 (incorporated by reference to Exhibit 10.1 to the Registrant's Current Report on Form 8-K
as filed August 31, 2015; Commission File No. 000-14798).

Management Contract - Letter of Understanding for Mr. Kent Guichard, dated August 26, 2015
(incorporated by reference to Exhibit 10.2 to the Registrant's Current Report on Form 8-K as
filed August 31, 2015; Commission File No. 000-14798).

Management Contract - Employment Agreement for Mr. Robert Adams, dated August 26, 2015
(incorporated by reference to Exhibit 10.3 to the Registrant's Current Report on Form 8-K as
filed August 31, 2015; Commission File No. 000-14798).

Certification of the Chief Executive Officer Pursuant to Rule 13a-14(a) of the Exchange Act
(Filed Herewith).

Certification of the Chief Financial Officer Pursuant to Rule 13a-14(a) of the Exchange Act
(Filed Herewith).
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Certification of the Chief Executive Officer and Chief Financial Officer Pursuant to Rule
13a-14(b) of the Exchange Act and 18 U.S.C. Section 1350, as Adopted Pursuant to Section
906 of the Sarbanes-Oxley Act of 2002 (Filed Herewith).

Interactive Data File for the Registrant’s Quarterly Report on Form 10-Q for the quarter ended
October 31, 2015 formatted in XBRL (eXtensible Business Reporting Language): (i)
Condensed Consolidated Balance Sheets, (i1) Condensed Consolidated Statements of Income,
(iii) Condensed Consolidated Statements of Comprehensive Income, (iv) Condensed
Consolidated Statements of Cash Flows, and (v) Notes to Condensed Consolidated Financial
Statements (Filed Herewith).
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