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Explanatory Note

This Current Report on Form 8-K/A amends the Current Report on Form 8-K of Griffon Corporation (the “Company”) filed with the Securities and Exchange Commission on January 28, 2022
(the “Original Report”) related to the completion of the Company’s acquisition of Hunter Fan Company from MidOcean Partners (the “Hunter Acquisition”). The Hunter Acquisition was
completed pursuant to an Agreement and Plan of Merger dated as of December 17, 2021. In response to parts (a) and (b) of Item 9.01 of the Original Report, the Company stated that it would file
the required financial statements of the Hunter Acquisition and pro forma financial information by amendment, as permitted by Items 9.01(a) and 9.01(b) of Form 8-K. This Form 8-K/A amends
the Original Report to include the financial statements and pro forma financial information required by parts (a) and (b) of Item 9.01 of Form 8-K.
Item 9.01.    Financial Statements and Exhibits.

(a)    Financial Statements of Business Acquired

The consolidated financial statements of, and the report of independent certified public accountants on, the Hunter Business as of October 29, 2021 and October 30, 2020, and for each of
the years in the two-year period ended October 29, 2021 are attached hereto as Exhibit 99.1 and is incorporated herein by reference.

(b)    Pro Forma Financial Information

The unaudited pro forma condensed combined statements of operations for the fiscal year ended September 30, 2021 and the unaudited pro forma condensed combined balance sheet as of
September 30, 2021, in each case giving effect to the acquisition of the Hunter Business, are attached hereto as Exhibit 99.2 and incorporated herein by reference.

The unaudited pro forma financial information is provided for informational purposes only and is not necessarily indicative of what the Company’s results of operations would actually
have been had the acquisition occurred on the date indicated, the Company’s expected financial position or the results of the Company’s operations for any future period.

(d)     Exhibits.

23.1    Consent of Independent Auditors of Hunter Fan Company

99.1    Consolidated financial statements of, and the report of independent certified public accountants on, the Hunter Business as of October 29, 2021 and October 30, 2020, and for each
of the years in the two-year period ended October 29, 2021 are attached hereto as Exhibit 99.1 and is incorporated herein by reference.

99.2    The unaudited pro forma condensed combined statements of operations for the fiscal year ended September 30, 2021 and the unaudited pro forma condensed combined balance sheet
as of September 30, 2021, in each case giving effect to the acquisition of the Hunter Business, are attached hereto as Exhibit 99.2 and incorporated herein by reference.
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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 hereunto duly authorized.

GRIFFON CORPORATION

By:    /s/ Brian G. Harris        
    Brian G. Harris
    SVP and Chief Financial Officer    

Date: April 11, 2022
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Exhibit Index

23.1 Consent of Crowe LLP

99.1 Consolidated financial statements of, and the report of independent certified public accountants on, the Hunter Business as of October 29, 2021 and October 30, 2020, and for each of
the years in the two-year period ended October 29, 2021

99.2 Unaudited Pro Forma Condensed Combined Balance Sheet as of September 30, 2021 and Unaudited Pro Forma Condensed Combined Statements of Operations for the year ended
September 30, 2021



EXHIBIT 23.1

CONSENT OF INDEPENDENT AUDITOR

We consent to the incorporation by reference in the Registration Statements No. 333-263302, No. 333-236181, No. 333-222844 and No. 333-209222 on Form S-8 of Griffon Corporation of our report dated December 15, 2021, except
for Note 17 – Revisions to Previously Issued Consolidated Financial Statements, as to which the date is April 11, 2022, on the financial statements of MidOcean Hunter Holdings, Inc. and Subsidiaries, which is included in this Current
Report Amendment No. 1 on Form 8-K/A.

/s/ Crowe LLP
Franklin, Tennessee
April 11, 2022



Exhibit 99.1 MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES CONSOLIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020
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Exhibit 99.1 (Continued) 1. Crowe LLP Independent Member Crowe Global INDEPENDENT AUDITOR’S REPORT The Board of Directors and Stockholders MidOcean Hunter Holdings, Inc. and Subsidiaries Memphis, Tennessee Report on the Financial Statements We have audited the accompanying consolidated financial statements of MidOcean Hunter Holdings, Inc. and Subsidiaries, the “Company,” which comprise the consolidated balance sheets as of October 29, 2021 and October 30, 2020, and the related consolidated statements of operations and comprehensive income, stockholders’ deficit, and cash flows for the years then ended, and the related notes to the consolidated 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 audits 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 su
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.



 

2. Opinion In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of MidOcean Hunter Holdings, Inc. and Subsidiaries as of October 29, 2021 and October 30, 2020, and the results of their operations and their cash flows for the years then ended in accordance with accounting principles generally accepted in the United States of America. /s/ Crowe LLP Franklin, Tennessee December 15, 2021 except for Note 17 – Revisions to Previously Issued Consolidated Financial Statements, as to which the date is April 11, 2022.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES CONSOLIDATED BALANCE SHEETS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) See accompanying notes to consolidated financial statements. 3. ASSETS 2021 2020 Current assets: Cash $ 30,525 $ 26,562 Accounts receivable (less allowance for doubtful accounts and sales returns of $2,419 and $3,950, respectively) 52,520 67,699 Inventories, net 83,292 52,880 Income taxes receivable 1,565 - Prepaid expenses and other current assets 7,609 6,649 Total current assets 175,511 153,790 Property and equipment, net 15,990 14,896 Goodwill 102,711 102,711 Intangible assets, net 11,461 13,602 Long-term deferred tax asset, net 1,700 1,868 Long-term assets of discontinued operations 198 198 Other noncurrent assets 2,849 2,797 Total assets $ 310,420 $ 289,862 LIABILITIES AND STOCKHOLDERS’ DEFICIT Current liabilities: Accounts payable $ 25,462 $ 26,540 Accrued expenses 25,073 31,883 Income taxes payable - 1,315 Current portion of long-term debt 4,250 5,200 Current liabilities of discontinued operations 307 310 Total current liabilities 55,092 65,248 Long-term liabilities: Long-term debt, less current portion 411,469 231,642 Other long-term liabilities, less current portion 892 893 Pension and other postretirement benefit obligations 6,489 12,086 Long-term liabilities of discontinued operations 347 347 Total long-term liabilities 419,197 244,968 Stockholders’ equity (deficit): Common stock, $0.01 par value, 200,000 shares authorized, 99,131 and 99,131shares issued and outstanding (net of 2,871 shares held in treasury) at October 29, 2021 and October 30, 2020 1 1 Series A preferred stock, $0.01 par value, 10,000 shares authorized, and 0 shares issued and outstanding at October 29, 2021 and October 30, 2020 - - Additional paid-in capital - 74,964 Accumulated deficit (161,017) (89,218) Accumulated other comprehensive loss (2,853) (6,101) Total stockholders’ deficit (163,869) (20,354) Total liabilities and stockholders’ deficit $ 310,420 $ 289,862



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME Years Ended October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) See accompanying notes to consolidated financial statements. 4. 2021 2020 Net sales $ 353,753 $ 324,379 Cost of sales 215,191 197,736 Gross profit 138,562 126,643 Selling, general, and administrative expenses 87,781 59,841 Other (income)/expenses: Interest expense 31,240 22,656 Management fees and advisory services 1,094 1,137 Interest income (11) (11) Other (income)/expense (112) 1,418 Total other expenses 32,211 25,200 Income from continuing operations before income tax and discontinued operations 18,570 41,602 Income tax expense 4,853 9,070 Income from continuing operations 13,717 32,532 Net loss from discontinued operations – (net) of tax benefit of $7 and $191 (18) (519) Net income 13,699 32,013 Other comprehensive income (loss), net of tax: Foreign currency translation (net of tax of $148 and $231) 401 (625) Foreign currency exchange contract (net of tax of $264 and $620) (712) 1,676 Foreign currency (311) 1,051 Pension liability adjustments: Net gain (loss) (net of tax expense/benefit of $1,170 and $647) 3,141 (1,751) Amortization of prior service cost (net of tax benefits of $3 and $3) 7 7 Amortization of net loss (net of tax benefits of $143 and $168) 411 454 Pension liability adjustments 3,559 (1,290) Total other comprehensive income (loss) 3,248 (239) Comprehensive income $ 16,947 $ 31,774



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT Years Ended October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) See accompanying notes to consolidated financial statements. 5. Series A Other Preferred Additional Comprehensive Common Stock Treasury Stock Stock Paid-In Accumulated Income Accumulated Shares Amount Shares Amount Amount Capital Deficit (Loss) Total Balance, November 1, 2019 101,195 $ 1 (1,854) $ - $ - $ 75,966 $ (59,989) $ (5,862) $ 10,116 Net income - - - - - - 32,013 - 32,013 Foreign currency translation - - - - - - - (625) (625) Unrealized gain on foreign currency exchange contract - - - - - - - 1,676 1,676 Pension and other postretirement benefit plan - - - - - - - (1,290) (1,290) Stock option exercise/repurchase 807 - (807) - - (797) - - (797) Common stock repurchase - - (210) - - (210) - - (210) Dividend payment - - - - - - (61,241) - (61,241) Share-based compensation - - - - - 5 - - 5 Balance, October 30, 2020 102,002 1 (2,871) - - 74,964 (89,217) (6,101) (20,353) Net income - - - - - - 13,699 - 13,699 Foreign currency translation - - - - - - - 401 401 Unrealized gain on foreign currency exchange contract - - - - - - - (712) (712) Pension and other postretirement benefit plan - - - - - - - 3,559 3,559 Dividend payment - - - - - (74,964) (85,499) - (160,463) Balance, October 29, 2021 102,002 $ 1 (2,871) $ - $ - $ - $ (161,017) $ (2,853) $ (163,869)



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES CONSOLIDATED STATEMENTS OF CASH FLOWS Years Ended October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) See accompanying notes to consolidated financial statements. 6. 2021 2020 Cash flows from continuing activities: Net income $ 13,699 $ 32,013 Net loss from discontinued operations 18 519 Net income from continuing operations 13,717 32,532 Adjustments to reconcile net income to net cash from operating activities: Depreciation 5,480 5,011 Amortization of intangibles 2,141 2,471 Amortization of original issue discount 294 - Amortization of deferred financing costs 2,006 2,441 Write-off of unamortized deferred financing costs 3,926 - Loss on disposal of property and equipment 9 63 Deferred income taxes (1,033) (202) Share-based compensation expense - 5 Change in assets and liabilities (net of business acquired): Accounts receivable 15,179 (23,933) Inventories (30,412) (15,788) Accounts payable (1,079) 9,398 Other assets and liabilities (11,400) 13,373 Net cash from operating activities from continuing operations (1,172) 25,371 Net cash from operating activities from discontinued operations (18) (519) Net cash from operating activities (1,190) 24,852 Cash flows from investing activities: Proceeds from sale of property and equipment 7 93 Expenditures for property and equipment net of proceeds (6,591) (7,339) Net cash from investing activities (6,584) (7,246) Cash flows from financing activities: Dividend payment (160,463) (61,241) Common stock redemption - (1,007) Repayments of term loan (329,739) (4,900) Proceeds from borrowing term loan 510,750 60,000 Financing cost payment (8,811) (2,134) Repayments of borrowings under revolving credit facility (34,000) (14,000) Proceeds from borrowings under revolving credit facility 34,000 14,000 Net cash from financing activities 11,737 (9,282) Net increase in cash 3,963 8,324 Cash and cash equivalents - beginning of year 26,562 18,238 Cash and cash equivalents - end of year $ 30,525 $ 26,562 Supplemental disclosures of cash flow information: Interest paid $ 26,844 $ 18,589 Income taxes paid $ 9,425 $ 8,796 Supplemental schedule of non



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 7. NOTE 1 – THE MIDOCEAN ACQUISITION On April 16, 2007, pursuant to a merger agreement with MidOcean Hunter Holdings, Inc. (the “Company,” f/k/a Coolbreeze Holdings, Inc.) and Coolbreeze Acquisition Corp. (collectively, “MidOcean Hunter”), acquired all of the outstanding common stock of Hunter Fan Holdings, Inc. (“Hunter”) in a leveraged buyout transaction (the “MidOcean Acquisition”). The agreement was structured so that Coolbreeze Acquisition Corp. merged into Hunter, with Hunter as the surviving corporation and a wholly owned subsidiary of the Company. The initial purchase price was $332,500 and was funded by the issuance of $100,000 in common stock and the issuance of $220,000 in term loans and the advance of $12,500 under a revolving credit facility. The aggregate purchase price was allocated to the assets acquired and liabilities assumed based on their estimated fair value as of the date of acquisition. The excess of the purchase price over the net of the amounts assigned to the assets acquired and liabilities assumed was recorded as goodwill. NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES Description of Business: The Company is a Delaware corporation and through its wholly owned subsidiaries is primarily engaged in the design and distribution of ceiling fans and ceiling fan accessories, thermostats, humidifiers, portable fans, bath fans, and air purifier products. As discussed in Note 15, the Company discontinued the operations of the Home Environment business unit, which includes thermostats, humidifiers, portable fans, bath fans, and air purifier products. Principles of Consolidation: The accompanying consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. Significant intercompany accounts and transactions have been eliminated in consolidation. Reporting Period: The Company ends its fiscal year on the Friday nearest October 31. Cash: Amounts on deposit at financial institutions in the United States of America are guaranteed by the Federal Deposit Insurance Corporation (FDIC) up
and approximately $2,128 and $1,891, respectively, was on deposit with financial institutions located in Canada and Mexico. Revenue Recognition: The Company recognizes revenue when performance obligations identified under the terms of contracts with its customers are satisfied. A performance obligation is a promise in a contract to transfer a distinct good or service, or a bundle of goods or services, to the customer, and is the unit of accounting. A contract with a customer is an agreement which both parties have approved, that creates enforceable rights and obligations, has commercial substance and with respect to which payment terms are identified and collectability is probable. Once the Company has entered into a contract or purchase order, it is evaluated to identify performance obligations.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 8. NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (Continued) For each performance obligation, revenue is recognized when control of the promised products is transferred to the customer, or services are satisfied under the contract or purchase order, in an amount that reflects the consideration the Company expects to be entitled to in exchange for those products or services (the transaction price). A contract's transaction price is allocated to each distinct performance obligation and recognized as revenue when each performance obligation is satisfied. All of the Company’s contracts have a single performance obligation. The transaction price includes variable consideration, such as rebates, allowances and returns, when it is probable that a significant reversal of revenue recognized will not occur. Variable consideration is determined using an estimate based upon historical experience and known trends, discussed further below. The Company’s revenues are for manufacture and sales of residential and industrial ceiling fans primarily within the United States with residential ceiling fans making up 92% and 94% of the revenue for 2021 and 2020, respectively. The Company’s performance obligations are recognized at a point in time when title, and risk and rewards of ownership, have transferred to the customer upon shipment or delivery depending on the terms of sale. The Company's revenue is short cycle in nature with shipments occurring within one year from order and does not include a material long-term financing component, implicitly or explicitly. Payment terms generally range between 15 to 90 days and vary by the location of the business, the type of products manufactured to be sold and the volume of products sold, among other factors. Shipping and handling fees charged to customers of approximately $775 and $570 in 2021 and 2020,respectively are reported within revenue and are not considered a separate performance obligation. Other than standard product warranty provisions, sales arrangements provide for no other significant post- shipment obligations on the Company. 
generally decrease the transaction price which reduces revenue. The variable amounts are generally credited to the customer, based on achieving certain levels of sales activity, product returns or price concessions. Variable consideration is estimated at the most likely amount that is expected to be earned. Estimates of variable consideration are estimated based upon historical experience and known trends. Shipping and handling costs totaled approximately $14,000 and $11,000 during the years ended October 29, 2021 and October 30, 2020, respectively, and are reflected in cost of sales in the accompanying consolidated statements of operations. Accounts receivable, expected loss allowance for doubtful accounts and concentrations of credit risk: Accounts receivable is composed principally of trade accounts receivable, that arise from the sale of goods on account, and is stated at historical cost. A substantial portion of Hunter’s trade receivables are from Lowe’s, Home Depot and Amazon, whose financial condition is dependent on the construction and retail sectors of the economy. As a percentage of consolidated accounts receivable, Lowe’s was 21%, Home Depot was 19%, and Amazon was 17%. Hunter performs continuing evaluations of the financial condition of its customers. Trade receivables are recorded at the stated amount, less expected loss allowance for doubtful accounts and, when appropriate, for customer program reserves and cash discounts. The Company estimates uncollectible receivables based on such factors as its prior experience, its assessment of a customer’s ability to pay, the age of receivables outstanding, and specific known factors. The provision related to the expected loss allowance for doubtful accounts is recorded in Selling, general and administrative ("SG&A") expenses. The Company writes-off accounts receivable when they are deemed to be uncollectible.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 9. NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (Continued) All accounts receivable amounts are expected to be collected in less than one year. The Company does not currently have customers or contracts that prescribe specific retainage provisions. Sales Incentives: The Company enters into contractual agreements with its customers for rebates, cooperative advertising, and other sales incentives on certain products it sells. The Company records these amounts as reductions of revenue (or as an operating expense for payments made for qualifying advertising expenses) and records a liability reflected as accrued expenses in the accompanying consolidated balance sheets. As these incentive amounts are determined when the contract is entered into, these incentives are recorded at the time the related revenue is recorded. Inventories: Inventories, virtually all of which are finished goods ready for sale, are valued at the lower of cost or net realizable value. Cost is determined using the first-in, first-out method. Property and Equipment: Property and equipment are stated at cost net of accumulated depreciation. Depreciation is provided over the estimated lives of the related assets using the straight-line method for financial reporting purposes and accelerated methods for federal income tax purposes. The estimated useful lives for financial reporting purposes for the various classes of property and equipment are as follows: Estimated Useful Lives (in years) Building improvements 10 Machinery and equipment 3-10 Tools and dies 3-5 Furniture and fixtures 5-10 Goodwill and Other Intangible Assets: Goodwill represents the excess of the purchase price over the fair value of net assets acquired. Goodwill is not amortized, but is reviewed for impairment on an annual basis; more frequent reviews will be performed if management believes that events have occurred or circumstances have changed that might result in the fiar value being less than the carrying amount. The Company has one reporting unit and completes its annual impairment testing as of its fiscal year end. The Company uses bot
value over carrying value based on our most recent quantitative assessment. In addition, the qualitative approach evaluates industry and market conditions and various events that impact goodwill including, but not limited to, macroeconomic conditions, changes in the business environment and other specific events and circumstances. If, based on the qualitative assessment, we determine that it is more likely than not that the fair value is greater than its carrying value, then a quantitative assessment is not necessary. However, if a quantitative assessment is necessary, fair value is estimated using the expected present value of future cash flows and a market approach, which considers the pricing of comparable businesses. The Company performed qualitative assessments as of October 29, 2021 and October 30, 2020 and determined that indicators that the fair value of the reporting unit was less than the carrying value were not present. No impairment was recorded for years ended October 29, 2021 and October 30, 2020.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 10. NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (Continued) Other intangible assets include trademarks, tradenames, patents, and customer relationships acquired in previous acquisitions. Their fair value was determined at the date of acquisition by an independent appraisal. Trademarks and tradenames represent the fair value of several tradenames owned by the Company, including the “Hunter” and “Casablanca” tradenames. Trademarks and tradenames are being amortized over the average remaining useful life of 20 years using the straight-line method. Patents represent the fair value of several patents owned by the Company. These patents have a weighted-average remaining legal life, which is shorter than their estimated economic life, of approximately 10 to 11 years and are being amortized over this period using the straight-line method. Customer relationships represent the fair value of several current customer relationships. These relationships were determined to have an average remaining life of 12 to 13 years and are being amortized over the applicable period using an accelerated method. The Company evaluates the remaining useful lives of the intangible assets annually and performs an impairment analysis whenever events or changes in circumstances indicate the carrying amount may not be recoverable. If an impairment analysis is necessary, fair value of the other intangible assets is estimated using the expected present value of future cash flows. In 2021 and 2020, the Company recorded $0 in impairment charges. See Note 15 for further details on discontinued operations. Deferred Financing Costs: Deferred financing costs represent costs incurred related to the issuance of debt. These costs are amortized over the term of the credit agreements using the effective interest method. During the year ended October 29, 2021 the company incurred financing cost of $8,811 related to the Finance Agreements discussed in Note 6. As a result, unamortized financing costs totaling $3,926 were written off during the year ended October 29, 2021. As of October 29, 2021, and Octob
2020, was $2,006 and $2,441, respectively. Accounting for the Impairment of Long-Lived Assets: Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate the book value of the asset may not be recoverable. The Company uses an estimate of future undiscounted net cash flows of the related assets over the remaining life in measuring whether the assets are recoverable. Income Taxes: Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases. The Company accounts for uncertainty in income taxes and evaluates tax positions utilizing a two-step process. The first step is to determine whether it is more likely than not that a tax position will be sustained upon examination based on the technical merits of the position. The second step is to measure the benefit to be recorded from tax positions that meet the more-likely-than- not recognition threshold by determining the largest amount of tax benefit that is greater than 50% likely of being realized upon ultimate settlement and recognizing that amount in the financial statements. The Company’s policy is to recognize interest and penalties related to income tax matters as a component of income tax expense. Research and Development: Research and development costs represent ongoing activities aimed at discovering and implementing new products and processes and improving existing products and processes. Research and development cost for the years ended October 29, 2021 and October 30, 2020 totaled $10,714 and $9,287, respectively and are reported in selling, general and administrative expense on the consolidated statement of operations and comprehensivie income.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 11. NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (Continued) Product Warranties: Most of the Company’s products are under a one year warranty against defects in material and workmanship. Some products carry a limited lifetime warranty. Warranty costs, which are accrued as sales are recognized, are based on actual experience and management’s best estimate of defect rates. Warranty costs expected to be incurred beyond one year are classified in other long-term liabilities in the accompanying consolidated balance sheets. Warranty costs expected to be incurred in the next 12 months are classified in accrued expenses in accompanying consolidated balance sheets. As of October 29, 2021, and October 30, 2020, the current portion of warranty was $5,352 and $7,618, respectively. In 2021 and 2020, long term warranty was recorded as $892 and $893, respectively. The activity in the Company’s warranty liability account for the years ended October 29, 2021 and October 30, 2020, is as follows: 2021 2020 Balance, beginning of period $ 8,511 $ 5,222 Provision 6,885 9,141 Warranty claims (9,151) (5,852) Balance, end of period $ 6,245 $ 8,511 Pension and Postretirement Plans: The Company accounts for its defined benefit and postretirement plans in accordance with the authoritative guidance contained in Accounting Standards Codification (ASC) 715, Compensation-Retirement Benefits, and accordingly recognizes an asset or liability for the overfunded or underfunded status of the plan. The Company measures its plan assets and benefit obligations as of the date of its fiscal year end. Foreign Currency Translation: The financial statements of the Company’s foreign subsidiaries located in Canada, Brazil, and Mexico are measured using the local currency as the functional currency. Assets and liabilities are translated at the rates of exchange at the balance sheet date. Income and expense items are translated at average monthly rates of exchange. Translation adjustments are included as a separate component of stockholders’ deficit. Gains and losses from foreign currency transactio
foreign subsidiaries approximated $4,786 and $3,127 as of October 29, 2021 and October 30, 2020, respectively. Sales related to the Company’s foreign subsidiaries approximated $8,586 and $7,927 for the years ended October 29, 2021 and October 30, 2020, respectively. Derivative Financial Instruments: The Company accounts for its derivative financial instruments in accordance with ASC 815, Derivatives and Hedging. Derivative instruments are recorded on the balance sheet as assets or liabilities, measured at fair value. Gains or losses resulting from changes in the values of a derivative are accounted for depending on the use of the derivative and whether it qualifies for hedge accounting. On the date a derivative contract is entered into, the Company designates the derivative as (1) a fair value hedge, (2) a cash flow hedge, or (3) a foreign currency hedge.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 12. NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (Continued) The Company engages primarily in derivatives classified as cash flow hedges, in which changes in the fair value of highly effective derivatives are recorded in accumulated other comprehensive income (loss). The Company formally documents all relationships between hedging instruments and the hedged items, as well as its risk management objectives and strategy for undertaking various hedge transactions. The Company formally assesses, both at the hedge’s inception and on an ongoing basis, whether the derivatives that are used in hedging transactions are highly effective in offsetting changes in its cash flows of the hedged items. 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 amount 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. Significant estimates and assumptions are used by management in the evaluating uncertain tax positions and recording the related liabilities, recording of the allowance for doubtful accounts and sales returns, product warranty liabilities, pension and postretirement benefit obligations, inventory reserves, and in determining fair value in connection with management’s evaluation of impairment related to goodwill and other intangible assets. Actual results could differ from those estimates. Any changes in estimate are recognized in the period in which the new information becomes available to management. Share-Based Compensation: Compensation costs related to share-based payments are recognized in the consolidated financial statements. The amount of compensation cost is measured based on the grant-date fair value of the equity instruments issued. Compensation cost is recognized over the period that an employee provides service in exchange for the award. Fa
value of debt approximates fair value due to its variable interest rates. Fair Value Measurements and Disclosures: The Company follows the authoritative guidance contained in ASC 820, Fair Value Measurements and Disclosures. Fair value is generally defined as the exit price at which an asset or liability could be exchanged in a current transaction between willing unrelated parties, other than in a forced liquidation or sale. The guidance establishes a fair value hierarchy, giving the highest priority to quoted prices in active markets and the lowest priority to unobservable data, and requires disclosures for assets and liabilities measured at fair value based on their level in the hierarchy. The fair value framework requires the categorization of assets and liabilities into three levels based upon the assumptions used to value the assets or liabilities. Level 1 provides the most reliable measure of fair value, whereas Level 3 generally requires significant management judgment. The three levels are defined as follows: Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities at the measurement date. Level 2: Observable inputs other than those included in Level 1. For example, quoted prices for similar assets or liabilities in active markets or quoted prices for identical assets or liabilities in inactive markets. Level 3: Unobservable inputs reflecting management’s own assumption about the inputs used in pricing the asset or liability at the measurement date.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 13. NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES (Continued) Comprehensive Income: Comprehensive income consists of net income (loss), foreign currency translation adjustments and pension and postretirement benefit plan and is presented in the accompanying consolidated statements of stockholders’ equity (deficit). Business Combinations: The Company follows the authoritative guidance contained in ASC 805 related to business combinations. The Company did not have any business combinations in 2021 or 2020. Recent Accounting Pronouncements Not Yet Adopted: In February 2016, the Financial Accounting Standards Board (FASB) issued its new lease accounting guidance under which lessees will be required to recognize at the commencement date for all leases (with the exception of short-term leases): (a) a lease liability, which is a lessee’s obligation to make lease payments arising from a lease, measured on a discounted basis; and (b) a right-of-use asset, which is an asset that represents the lessee’s right to use, or control the use of, a specified asset for the lease term. The new lease guidance simplified the accounting for sale and leaseback transactions primarily because lessees must recognize lease assets and lease liabilities. Lessees will no longer be provided with a source of off-balance sheet financing. Lessees (for capital and operating leases) and lessors (for sales-type, direct financing and operating leases) must apply a modified retrospective transition approach for leases existing at, or entered into after, the beginning of the earliest comparative period presented in the financial statements. The modified retrospective approach would not require any transition accounting for leases that expired before the earliest comparative period presented. Lessees and lessors may not apply a full retrospective transition approach. This standard will be effective for fiscal years beginning after December 15, 2019, with early application permitted. On October 2019, the FASB approved its proposal to delay the effective date for private companies through January 2021. On April 8, 2
the updated standard will have on the financial statements. NOTE 3 – INTANGIBLE ASSETS Intangible assets as of October 29, 2021 and October 30, 2020, consist of the following: Gross Net Carrying Accumulated Carrying Value Amortization Value October 29, 2021 Amortizable intangible assets: Customer relationships $ 42,068 $ (42,068) $ - Patents 8,425 (8,425) - Trademarks and tradenames 42,516 (31,055) 11,461 Total $ 93,009 $ (81,548) $ 11,461 October 30, 2020 Amortizable intangible assets: Customer relationships $ 42,068 $ (42,068) $ - Patents 8,425 (8,425) - Trademarks and tradenames 42,516 (28,914) 13,602 Total $ 93,009 $ (79,407) $ 13,602



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 14. NOTE 3 – INTANGIBLE ASSETS (Continued) Amortization expense related to the above intangible assets totaled $2,141 and $2,471 (of which $0 is recorded in “Loss from discontinued operations” in the consolidated statement of operations and comprehensive loss) for the years ended October 29, 2021 and October 30, 2020. The estimated future amortization expense for the Company’s fiscal years ending on or about October 30 for the following five years is as follows: Years Ending 2022 $ 2,142 2023 2,142 2024 2,137 2025 2,086 2026 2,086 Thereafter 868 $ 11,461 NOTE 4 – ACCRUED EXPENSES Accrued expenses are made up of the following components: 2021 2020 Salaries, wages and commissions $ 5,766 $ 6,509 Customer programming 8,552 11,609 Rent 1,267 1,337 Interest 99 1,635 Warranty reserve 5,352 7,618 State and local taxes 3,163 2,169 Accrued other 874 1,006 Total $ 25,073 $ 31,883 NOTE 5 – PROPERTY AND EQUIPMENT Property and equipment as of October 29, 2021 and October 30, 2020, consist of the following: 2021 2020 Tools and dies $ 15,415 $ 13,896 Machinery and equipment 33,237 30,811 Buildings and improvements 3,191 3,054 Furniture and fixtures 2,878 2,661 Construction in progress 3,628 1,402 Total 58,349 51,824 Less accumulated depreciation (42,359) (36,928) Property and equipment, net $ 15,990 $ 14,896



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 15. NOTE 5 – PROPERTY AND EQUIPMENT (Continued) Depreciation expense for the years ended October 29, 2021 and October 30, 2020 was $5,480 and $5,011, respectively. NOTE 6 – DEBT Debt as of October 29, 2021 and October 30, 2020, consists of the following: 2021 2020 Term loan $ 423,938 $ 179,641 Second term loan - 59,035 Less: Original issue discount (3,956) - Less: Current portion of long-term debt (4,250) (5,200) Less: Unamortized financing costs (4,263) (1,834) Total long-term debt $ 411,469 $ 231,642 On November 24, 2020, the Company entered into an Amended Finance Agreement with the existing lender with a maturity date of December 20, 2023. The Company borrowed $90,000 at closing and incurred financing costs of $3,781. As part of the financing, the Company paid an cash dividend to the holders of Common Stock in the amount equal to $880.89 per share totaling $87,317. The Company also paid compensation expense totaling $12,833 to the option holders of the Company. On May 7, 2021, the Company refinanced all of its outstanding debt with a new lender by entering into a $458,000 credit facility comprised of a $425,000 term loan (the “Credit Agreement”) and a $33,000 revolving facility maturing May 7, 2028. The Company borrowed $442,000 at closing and incurred a one percent original issue discount of $4,250 and deferred financing cost of $4,580. Loss on the settlement resulting from unamortized deferred costs of previous debts totaled $3,926. As part of the financing, the Company paid an cash dividend to the holders of Common Stock in the amount equal to $737.91 per share totaling $73,146. The Company also paid $10,750 to the option holders of the Company. The distributions are recorded on the accompanying Balance Sheet as $74,964 return of capital and $85,499 as a reduction to stockholders’ equity (deficit). The $23,583 payment to option holders is recorded as selling, general and administrative expenses on the accompanying consolidated statements of operations and comprehensive income. Loans under the Credit Agre
the date such Term Loan is made until repaid, at a rate per annum equal to the ABR plus 4.00%. Each portion of the Term Loan that is a LIBOR Rate Loan shall bear interest on the principal amount thereof from time to time outstanding, from the date of the Term Loan until repaid, at a rate per annum equal to the LIBOR Rate for the interest period in effect for the Term Loan plus 5.00%. At October 29, 2021 all borrowings outstanding under the Credit Agreement bore interest at 5.75%. (Effective Borrowing Rate of .75%, plus a margin of 5.00%).



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 16. NOTE 6 – DEBT (Continued) The Credit Agreement also provides a maximum letter of credit commitment of $3 million (letters of credit for $1,400 and $1,800 were outstanding on October 29, 2021 and October 30, 2020, respectively) and requires payment of a letter of credit fee on all outstanding letters of credit at a rate 4.875% per annum. Additionally, the Company pays a commitment fee equal to 0.50% per annum of the unused amount available under the Credit Agreement. Under the terms of the Credit Agreement, the Company may make voluntary prepayments on the Term Loan with the amounts being applied first to reduce scheduled installments occurring within the next 24 months in direct order of maturity and second to reduce the remaining installments on a pro rata basis. Amounts prepaid may not be reborrowed. The Credit Agreement also specifies a mandatory prepayment at the end of each fiscal year in an amount determined based on excess cash flow, as defined in the agreement. Under the terms of the Credit Agreement, the mandatory prepayment of excess cash flow was waived for the year ended October 29, 2021. The Credit Agreement contains various covenants, including the requirement not to exceed a maximum leverage ratio. The Credit Agreements are secured by substantially all of the assets of the Company. The Company is in compliance with all financial covenants at October 29, 2021 and October 30, 2020. Under the terms of the Credit Agreement, the Company is required to pay consecutive quarterly installments on the Term Loan beginning October 29, 2021 in the amount of .25% of the principal debt. Long-term debt maturities under the credit agreements are as follows: Fiscal Years Ending October 2022 $ 4,250 2023 4,250 2024 4,250 2025 4,250 2026 4,250 2027 and after 402,688 $ 423,938 NOTE 7 – DERIVATIVES The Company uses forward currency exchange contracts to hedge risks related to some of its vendor contracts, which require the Company to make payments based on Yuan. As of October 29, 2021 and October 30, 2020, the Comp
value of the contracts at October 29, 2021 and October 30, 2020 was $1,255 and $2,231 and is recorded in other current assets in the accompanying consolidated balance sheet. The fair value is determined using available market information or other appropriate valuation methodologies and is classified as level 2 as defined in the authoritative guidance.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 17. NOTE 8 – INCOME TAXES Income tax expense for the years ended October 29, 2021 and October 30, 2020, consists of the following: 2021 2020 Continuing operations: Current – federal and state $ 5,886 $ 7,548 Deferred tax expense (benefit) (1,033) 1,522 Total continuing operations 4,853 9,070 Discontinued operations: Current – federal and state (7) (191) Income tax expense $ 4,846 $ 8,879 The reconciliation of income tax expense computed at the U.S. federal statutory tax rate to the Company’s effective income tax expense is as follows: 2021 2020 US tax at statutory rate $ 3,816 $ 6,737 State income taxes net of federal tax benefit 1,221 1,407 Permanent differences 98 2,083 Foreign rate differential 184 78 Return true up 100 (56) Credits (279) (269) Other (71) (15) Deferred tax adjustment (223) 639 163J valuation allowance release - (1,724) Total provision for income taxes $ 4,846 $ 8,880 Income tax expense for continuing and discontinued operations varied from the amount computed utilizing the statutory federal income tax rate, primarily due to state income taxes, foreign taxes, tax credits, and permanent differences. Income tax expense for the year is allocated to continuing operations, discontinued operations, and other comprehensive income using the incremental approach. Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 18. NOTE 8 – INCOME TAXES (Continued) The tax effects of significant items comprising the Company’s net deferred taxes as of October 29, 2021 and October 30, 2020, are as follows: 2021 2020 Assets Liabilities Assets Liabilities Long-term deferred tax assets (liabilities) Allowance for bad debts and returns $ 498 $ - $ 514 $ - Inventory reserves 1,282 - 673 - Accrued expenses 284 - 288 - Product warranty and other liabilities 1,514 - 2,124 - Prepaid expenses and other - (85) - (76) State taxes - (88) (118) - Pension and postretirement - - - - obligations 1,607 - 3,126 - Property and equipment - (923) (990) - Intangibles - (3,112) - (4,200) Stock compensation 491 - 706 - Product warranty and other liabilities 335 - 335 - Other - (217) (316) - Interest Expense 312 - - - Gross deferred income taxes 6,323 (4,425) 6,342 (4,276) Less valuation allowance - - - - Total $ 6,323 $ (4,425) $ 6,342 $ (4,276) ***Of the $1,898 and $2,066 net long-term deferred income taxes, $198 was recorded in long-term assets of discontinued operations on the accompanying consolidated balance sheet. The Company has assessed the need for a valuation allowance against the deferred tax assets at October 29, 2021 and October 30, 2020, and no provision was established as it is more likely than not the deferred tax assets will be fully realized. The total amount of unrecognized tax benefits can change due to audit settlements, tax examination activities, lapse of applicable statutes of limitations, and the recognition and measurement criteria under the guidance related to accounting for uncertainty in income taxes. The Company is unable to estimate what this change could be within the next 12 months, but does not believe it would be material to its consolidated financial statements. The Company recognizes interest and penalties accrued for unrecognized tax benefits in income tax expense in the accompanying consolidated statements of operations. During the years ended October 29, 2021 and October 30, 2020, the Company recognized $0 of interest and penalties. The Company is subject to taxation in the United St
Company is no longer subject to U.S. federal, state, local, or foreign examinations by tax authorities for years before 2017.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 19. NOTE 9 – PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS The Company has a noncontributory defined benefit pension plan covering approximately half of all employees. The plan provides pension benefits that are based on time of service and the employee’s salary. The Company’s funding policy for the plan is to make at least the actuarially computed required minimum contribution to the plan. Contributions provide for current benefits as well as expected future benefits. The Company invests in equity funds, mutual funds, and cash equivalents to fund the plan. These investments are administered by the trustee, Principal Trust Company. The Company is responsible for the oversight of the plan and approving the investment policy and reviewing the management of the plan assets. Plan assets are invested to maximize returns within acceptable levels of risk. Target allocations are reviewed on a quarterly basis and adjusted based on market conditions. The investment policies and underlying objectives, as well as manager performance are also reviewed periodically. The Company uses the services of an investment manager to review fund performance and make recommendations. As of October 29, 2021 and October 30, 2020, the Company’s asset allocations by asset category are as follows: 2021 2020 Plan Assets Percentage Target Plan Assets Percentage Target Equity securities $ 18,174 77% 70% $ 14,678 78% 70% Debt securities 2,227 9% 15% 1,105 6% 15% Other 3,236 14% 15% 3,122 16% 15% Total $ 23,637 100% 100% $ 18,905 100% 100% As of October 29, 2021 and October 30, 2020, the fair values of the underlying investments comprising the pension assets of $8,699 and $6,882, respectively, were classified as Level 1 as defined in the authoritative guidance in ASC 820 as fair value was determined based on observable market data. The Plan’s assets are invested in equity securities that consist primarily of publicly traded U.S. and international companies; fixed-income securities consisting primarily of corporate bonds, government securities, and com
managers of the pooled separate accounts and as supported by the unit prices of actual purchase and sale transactions occurring as of or close to the financial statement date. Each PSA provides for daily redemptions by the Plan with no advance notice requirements, and has redemption prices that are determined by the fund’s net asset value per unit. Large blend equity PSA’s primarily invest in U.S. equities of large market caps that appear to show attractive valuations to provide long-term capital appreciation. Mid-cap blend equity PSA’s primarily invest in U.S. equities of mid- sized market caps that appear to show attractive valuations to provide long-term appreciation. Small-cap equity PSA’s primarily invest in U.S. equities of small-sized market caps that appear to show attractive valuations to provide long-term appreciation. Foreign Equity blend PSA’s primarily invest in equities from international markets to provide long-term grown of capital seeking long-term growth by investing in typically at least 30 countries throughout the world, including emerging markets, with no restriction on investment percentage to any one country.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 20. NOTE 9 – PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS (Continued) The Company’s pension assets using the fair value hierarchy are classified as follows: 2021 Level 1 Total Asset classes: Equity securities, domestic and international $ 6,472 $ 6,472 Corporate and government fixed income 2,227 2,227 Pooled separate accounts* - 11,702 Total $ 8,699 $ 20,401 2020 Level 1 Total Asset classes: Equity securities, domestic and international $ 5,777 $ 5,777 Corporate and government fixed income 1,105 1,105 Pooled separate accounts* - 8,901 Total $ 6,882 $ 15,783 *Investments measured at fair value using net asset value per share (or its equivalent) as a practical expedient have not been classified in the fair value hierarchy. Fully benefit-responsive investment contracts: The Plan holds fully benefit-responsive investment contracts that are reported at contract value, which is generally the amount a participant would receive if he or she would initiate a withdrawal or transfer from the contract under the provisions of the Plan. Contract value represents contributions made to the contract, plus earnings, less participant withdrawals and administrative expenses. The contract value of the Plan’s fully benefit-responsive investment contracts, by general type, are presented below: 2021 2020 Traditional investment contract $ 3,236 $ 3,122 Traditional Guaranteed Investment Contract: The Plan holds a fully benefit-responsive investment contract with New York Life Insurance Company (“New York Life”; Issuer). New York Life maintains the contributions in its general account. The Issuer guarantees the Plan a return of principal and interest under the terms of the contract. The interest crediting rate is updated quarterly semi-annually based upon contract provisions. New York Life’s general account is credited with earnings on the underlying investments and is charged for participant withdrawals and administrative expenses. Participants may ordinarily direct the withdrawal or transfer of all or a portion of their investments at contract value. Participants may deposit and with
market funds, short-term bond funds, self directed brokerage options, or other stable value funds. The Company also provides certain health care and life insurance benefits for eligible retired employees and eligible dependents. The Company’s postretirement health care and life insurance plans currently are accrued but unfunded. Additionally, the Company provides a supplemental executive retirement plan (SERP) to certain employees who are members of a select group of management or highly compensated employees.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 21. NOTE 9 – PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS (Continued) The plan is provided to supplement retirement benefits, which are limited under the tax-qualified defined benefit plan. The nonqualified plan is currently accrued but unfunded. In connection with the MidOcean Acquisition, the Company recognized the projected or accumulated benefit obligations, as applicable, in excess of existing plan assets on the date of acquisition, thereby eliminating any previously existing unrecognized net gain or loss and any unrecognized prior service cost. Prior to October 29, 2010, the Board of Directors authorized the freezing of benefits under the defined benefit pension plan. The amendment to freeze the benefits was executed and announced to the participants subsequent to October 29, 2010, and became effective January 1, 2011. The change in the benefit obligations for the years ended October 29, 2021 and October 30, 2020, as well as the funded status of the plans as of October 29, 2021 and October 30, 2020 (measurement date of October 30) are as follows: 2021 Defined Other Benefits Benefit Postretirement SERP Change in projected benefit obligation: Projected benefit obligation, October 30, 2020 $ (23,445) $ (975) $ (6,864) Service cost - (8) - Interest cost (594) (25) (173) Actuarial gain/(loss) (20) 90 102 Benefits paid 1,093 34 396 Projected benefit obligation, October 29, 2021 (22,966) (884) (6,539) Change in plan assets: Fair value of plan assets, October 30, 2020 18,905 - - Actual return on plan assets 5,109 - - Employer contributions 716 34 396 Benefits paid (1,093) (34) (396) Fair value of plan assets, October 29, 2021 23,637 - - Funded status at year end (underfunded) $ 671 $ (884) $ (6,539) Amounts recognized in the consolidated balance sheets: Accrued expenses $ - $ - $ - Pension and other postretirement benefit obligations 671 (884) (6,539) Net amount recognized in the accompanying balance sheets $ 671 $ (884) $ (6,539) Amounts recognized in accumulated other comprehensive income: Total net (gain)/loss $ 1,792 $ (247) $ 1,930 P



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 22. NOTE 9 – PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS (Continued) 2021 Defined Other Benefits Benefit Postretirement SERP Components of amounts recognized in other comprehensive income: Net (gain)/loss $ (4,119) $ (90) $ (102) Amortization of prior service cost - - (9) Amortization of net gain/(loss) (479) 9 (84) Amounts recognized in other comprehensive income $ (4,598) $ (81) $ (195) These amounts are recognized in current accumulated other comprehensive income which on a net of tax basis equates to $(3,559). 2021 Defined Other Benefits Benefit Postretirement SERP Components of net periodic benefit cost for the year ended October 29, 2021: Service cost $ - $ 7 $ - Interest cost 594 25 173 Expected return on plan assets (970) - - Amortization of prior service cost 479 (9) 9 Amortization of net (gain)/loss - - 84 Net periodic benefit cost $ 103 $ 23 $ 266 The tax benefit in 2021 for the amortization of pension cost in other comprehensive income was $146. 2020 Defined Other Benefits Benefit Postretirement SERP Change in projected benefit obligation: Projected benefit obligation, November 1, 2019 $ (22,681) $ (1,058) $ (6,093) Service cost - (10) (61) Interest cost (685) (31) (182) Actuarial gain/(loss) (1,143) 79 (924) Benefits paid 1,064 45 396 Projected benefit obligation, October 30, 2020 (23,445) (975) (6,864) Change in plan assets: Fair value of plan assets, November 1, 2019 18,635 - - Actual return on plan assets 540 - - Employer contributions 794 45 396 Benefits paid (1,064) (45) (396) Fair value of plan assets, October 30, 2020 18,905 - - Funded status at year end (underfunded) $ (4,540) $ (975) $ (6,864) Actuarial loss as of October 30, 2020 was primarily a result of a decrease in the discount rate.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 23. NOTE 9 – PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS (Continued) 2020 Defined Other Benefits Benefit Postretirement SERP Amounts recognized in the consolidated balance sheets: Accrued expenses $ - $ - $ - Pension and other postretirement benefit obligations (4,540) (975) (6,864) Net amount recognized in the accompanying balance sheets $ (4,540) $ (975) $ (6,864) Amounts recognized in accumulated other comprehensive income: Total net (gain)/loss $ 6,390 $ (166) $ 2,116 Prior service cost - - 17 Net amount recognized in accumulated other comprehensive income $ 6,390 $ (166) $ 2,133 Components of amounts recognized in other comprehensive income: Net (gain)/loss $ 1,553 $ (79) $ 924 Amortization of prior service cost - - (9) Amortization of net gain/(loss) (330) - (292) Amounts recognized in other comprehensive income $ 1,223 $ (79) $ 623 These amounts are recognized in current accumulated other comprehensive income which on a net of tax basis equates to $1,290. 2020 Defined Other Benefits Benefit Postretirement SERP Components of net periodic benefit cost for the year ended October 30, 2020: Service cost $ - $ 10 $ 61 Interest cost 685 31 183 Expected return on plan assets (951) - - Amortization of prior service cost 330 - 9 Amortization of net (gain)/loss - - 292 Net periodic benefit cost $ 64 $ 41 $ 545 The tax benefit in 2020 for the amortization of pension costs in other comprehensive loss was $171.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 24. NOTE 9 – PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS (Continued) During fiscal 2022, the Company expects to make contributions of approximately $1,200, $42 and $390 to its defined benefit pension plan, postretirement plan, and SERP, respectively. The following future benefit payments, which reflect expected future service, as appropriate, are expected to be paid: Defined Other Benefits Years Ending Benefit Postretirement SERP 2022 $ 1,200 42 390 2023 1,220 42 480 2024 1,220 49 480 2025 1,220 49 470 2026 1,220 50 460 Thereafter 6,030 230 2,170 $ 12,110 $ 462 $ 4,450 The significant assumptions used in the actuarial computations to determine the obligations as of October 29, 2021 and October 30, 2020, are as follows: Pension Post- Benefits Retirement SERP Year Ended October 29, 2021 Discount rate 2.65% 2.65% 2.65% Rate of compensation increase N/A N/A N/A Year Ended October 30, 2020 Discount rate 2.60% 2.60% 2.60% Rate of compensation increase N/A N/A N/A The significant assumptions used to determine net pension or postretirement cost for the years ended October 29, 2021 and October 30, 2020, are as follows: Pension Post- Benefits Retirement SERP Year Ended October 29, 2021 Discount rate 2.60% 2.60% 2.60% Expected return on plan assets 6.50% N/A N/A Rate of compensation increase N/A N/A N/A Year Ended October 30, 2020 Discount rate 3.10% 3.10% 3.10% Expected return on plan assets 6.50% N/A N/A Rate of compensation increase N/A N/A N/A



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 25. NOTE 9 – PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS (Continued) The discount rate for the defined benefit plan is developed based on the rate at which the obligations could be effectively settled. The rate is determined using a model that considers rates of a hypothetical portfolio of high quality corporate bonds that mirror the forecasted benefit payments in the future. In deriving the expected return on plan assets for the defined benefit plan, the Company analyzes historical and future expected returns of multiple asset classes to develop a risk-free real rate of return and risk premiums for each asset class. The overall rate for each asset class was developed by combining a long-term inflation component, the risk-free real rate of return, and the associated risk premium. A weighted average is developed based on those overall rates and the target asset allocation of the plan. Assumed health care cost-trend rates have a significant effect on the amounts reported for the health care postretirement plan. The assumed health care cost-trend rate used in measuring the accumulated postretirement benefit obligation is 7.00% for 2023, 6.50% for 2024, 6.25% for 2025, 6.00% for 2026, 5.75% for 2027, 5.50% for 2028, 5.25% for 2029, 5.00% for 2030, 4.75% for 2031, and 4.50% for 2032 and thereafter. A 1% increase in the assumed health care cost-trend rate would increase the accumulated postretirement benefit obligation and the service and interest cost by approximately $94 and $4, respectively. A 1% decrease in the assumed health care cost-trend rate would decrease the obligation and the service and interest cost by approximately $81 and $3, respectively. The Company also has a defined contribution plan and makes matching contributions. The Company matches a participant’s contributions on a fixed matching schedule, up to a maximum employer contribution of 4% of the participant’s annual salary. Contributions for this plan were $527 and $579 for the years ended October 29, 2021 and October 30, 2020. In addition, certain employees participate in a profit-sharing pl
2020. NOTE 10 – LEASES The Company leases certain automobiles, warehouse space, and various equipment under operating leases. The future minimum rental payments required under operating leases that have initial or remaining noncancelable lease terms in excess of one year as of October 29, 2021 are as follows: Years Ending 2022 $ 3,937 2023 2,903 2024 2,837 2025 2,702 2026 423 $ 12,802 Total rent expense under operating leases was approximately $4,602 and $4,997 for the years ended October 29, 2021 and October 30, 2020.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 26. NOTE 11 – LITIGATION, COMMITMENTS, AND CONTINGENCIES The Company is involved in various claims and matters of litigation that arise in the normal course of business. Management believes the resolution of these matters will not have a material adverse effect on the Company’s consolidated financial statements. In connection with the MidOcean Acquisition, the Company entered into employment agreements with several key executives of the Company. The agreements specify an initial term of employment ranging from three to five years. The term automatically extends for an additional three to five-year period, as applicable, unless the Company terminates the agreement in writing 180 days prior to the end of the initial term. If the Company terminates the employee anytime during the term for cause or the employee voluntarily resigns, the employee is entitled to their base salary and benefits earned under the agreement through the date of termination. The employee is not entitled to bonus amounts or severance pay. If the employee is terminated for any reason other than cause or disability, the employee is entitled to their base salary and benefits earned under the agreement through the date of termination, excluding any bonus amounts, and they are entitled to severance pay constituting a continuation of their current base salary for up to 24 months following the date of termination. The agreements also contain a noncompete clause, which encompasses the term of the employment agreement and covers an additional period of one to two years after the termination of the agreement. NOTE 12 – MAJOR CUSTOMERS AND CONCENTRATIONS OF RISK The Company’s products are distributed primarily throughout North America, mainly in the United States, to leading retailers, including home centers, mass merchants, and specialty retail outlets. Sales to the Company’s three largest customers represented 49.3% and 58.5% of total sales for the years ended October 29, 2021 and October 30, 2020, respectively and comprised 49.6% and 68.4% of the Company’s accou
not require collateral. More than 50% of the Company’s suppliers are located throughout the People’s Republic of China. NOTE 13 – RELATED PARTIES The Company maintains a professional services agreement with MidOcean US Advisor, L.P. (“MidOcean”), a related party, whereby the Company will pay MidOcean a management fee of $750 annually, plus expenses in exchange for financial advisory, strategic planning, and industry research services. During the years ended October 29, 2021 and October 30, 2020, the Company incurred management fees and various advisory expenses totaling approximately $1,094 and $1,137, respectively.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 27. NOTE 14 – CAPITAL STRUCTURE AND STOCK OPTION PLAN Capital Structure: In connection with the MidOcean Acquisition, the Company issued 100,000 shares of common stock with $0.01 par value per share. The common stockholders are entitled to one vote per share on all matters to be voted on by the Company’s stockholders. During years preceding fiscal 2011, the Company redeemed 526 shares of common stock for $1,000 per share. In fiscals 2020, 2019, 2018 and 2015, the Company redeemed 1,017, 203, 125 and 1,000 shares of common stock, respectively, which are held in treasury and reflected as treasury stock in the accompanying consolidated statements of stockholders’ equity (deficit). On April 20, 2017 and November 5, 2019, the Company paid an extraordinary cash dividend to the Common Shareholders of the Company in amounts equal to $751.93 per share totaling $74,693 and $616.50 per share totaling $61,241, respectively. As mentioned in Note 5, on November 24, 2020 and May 7, 2021, the Company paid extraordinay cash dividends to the Common Shareholders of the Company in amounts equal to $880.89 per share totaling $87,317 and $737.91 per share totaling $73,146, respectively. The Company accounts for employee stock based compensation under ASC 718, Compensation - Stock Compensation. This guidance requires companies to measure the cost of employee services received in exchange for an award of equity instruments based on the grant-date fair value of the award. The fair value method of each option award is estimated using a trinomial options-pricing model. The trinomial model is a lattice type option-pricing model introduced in 1986 by P.P. Boyle. The trinomial model requires the Company to develop certain estimates for assumptions used in the model. Because the Company is a nonpublic entity, it is not practicable to estimate the expected volatility of its share price since there is not sufficient historical information about past volatility, or other information, on which to base a reasonable and supportable estimate of expected v
Company selected publicly traded entities, which it believes has similar characteristics, and computed a volatility rate over the expected term of the awards. The risk-free interest rate used was based on the yields currently available on one-year, two-year, five-year, seven-year, and 10-year U.S. Treasury bonds. The expected term of the options represents the period of time that the options granted are expected to be outstanding. The Company uses historical employee terminations data to estimate the forfeiture rate used in the valuation model. The Company does not expect to pay any dividends over the life of the options. During the years ended October 29, 2021 and October 30, 2020 no grants were authorized or issued by the Company.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 28. NOTE 14 – CAPITAL STRUCTURE AND STOCK OPTION PLAN (Continued) The information regarding outstanding options as of and for the years ended October 29, 2021 and October 30, 2020, with regard to the Plan is as follows: 2021 2020 Outstanding — beginning of year 14,375 15,686 Granted - - Reissued after forfeiting - - Forfeited and reissued - - Exercised - (807) Forfeited and canceled - (504) Outstanding — end of year 14,375 14,375 Vested and exercisable at end of year 5,304 5,304 Weighted-average fair value of options granted during the year $ - $ - Weighted-average exercise price on all outstanding options $ 530 $ 530 Weighted-average remaining contractual life for outstanding options - - Weighted-average remaining contractual life for options exercisable - - No options options vested during the years ended October 29, 2021 and October 30, 2020. The weighted- average fair value of any nonvested options as of October 29, 2021 and October 30, 2020, approximates $68.23 - $265.06. Total compensation expense was $0 and $5 for the years ended October 29, 2021 and October 30, 2020. Share-based compensation costs are included in selling, general, and administrative expenses in the accompanying consolidated statements of operations and comprehensive loss. As of October 29, 2021 and October 30, 2020, there was $0 and $0 of unrecognized compensation cost related to stock options granted under the Plan. NOTE 15 – DISCONTINUED OPERATIONS During fiscal 2013, management and the Board of Directors approved a plan to discontinue the operations related to the Home Environment business unit, which primarily sold thermostats, humidifiers, air purifiers and bath fans. As a result, the business unit is classified as discontinued operations in the accompanying consolidated financial statements for the years ended October 29, 2021 and October 30, 2020. The assets and liabilities related to Home Environment have been separately classified in the accompanying consolidated balance sheets as of October 29, 2021 and October 30, 2020. During Fiscal 202
in the accompany consolidated financial statements in accordance with SFAS No 144.



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) (Continued) 29. NOTE 15 – DISCONTINUED OPERATIONS (Continued) A summary of all discontinued operations for the years ended October 29, 2021 and October 30, 2020 is as follows: 2021 2020 Revenues $ (5) $ 1,281 Cost of sales 2 1,241 Gross income/(loss) (3) 40 Selling, general, and administrative (22) (518) Other expenses - (232) Loss from discontinued operations before income tax benefit (25) (710) Income tax benefit 7 191 Loss from discontinued operations $ (18) $ (519) A summary of assets and liabilities of discontinued operations as of October 29, 2021 and October 30, 2020 is as follows: 2021 2020 ASSETS Other assets: Prepaid expenses and other assets $ 198 $ 198 Total assets 198 198 LIABILITIES Current liabilities: Accrued expenses 307 310 Total current liabilities 307 310 Long-term liabilities: Product warranty 347 347 Total long-term liabilities 347 347 Total liabilities $ 654 $ 657



 

MIDOCEAN HUNTER HOLDINGS, INC. AND SUBSIDIARIES NOTES TO CONSOIDATED FINANCIAL STATEMENTS October 29, 2021 and October 30, 2020 (Dollars in thousands, except per share data) 30. NOTE 16 – SUBSEQUENT EVENTS Management has performed an analysis of activities and transactions subsequent to December 15, 2021 to determine the need for any adjustments to or disclosures within the financial statements for the year ended October 29, 2021. Management has performed their initial analysis through December 15, 2021, the date the financial statements were originally available to be issued. Management considered subsequent events related to the reissuance of the October 29, 2021 financial statements to include the adjustments related to the impacts of applying the Private Company Council Alternative (“PCC”) to amortize goodwill through April 11, 2022 the date the financial statements were available to be reissued. On January 24, 2022, the Company was acquired by Griffon Corporation. The aggregate consideration was approximately $845 million, subject to customary adjustments. All outstanding debt was paid with the transaction. NOTE 17 – REVISIONS TO PREVIOUSLY ISSUED CONSOLIDATED FINANCIAL STATEMENTS These revised consolidated financial statements are prepared in order to meet the requirements prescribed in Regulation S-X (as a result of the January 24, 2022 acquisition by Griffon Corporation. described in Note 16 – Subsequent Events), which specifies the form and content of the consolidated financial statements and related notes. These consolidated financial statements are intended to replace in their entirety, the original audited consolidated financial statements for the years ended October 29, 2021 and October 30, 2020 that were available to be issued on December 15, 2021. Reclasses and additional disclosures were made to comply with Regulation S-X. Additiionally, changes have been made to those previously issued financial statements for the years ended October 29, 2021 and October 30, 2020 as detailed below. The Company originally accounted for its goodwill under the PCC alternative, which allowed the Company to assess for impairment if triggering events occurred and amortize the amount ratably over a 10-yea
consolidated financial statements have been updated to reflect the reversal of approximately $10,290 of amortization expense for each of the years ended October 29, 2021 and October 30, 2020, and the cumulative impact to total shareholders’ equity (deficit) was approximately $80,097 as of October 29, 2021. In addition, historical goodwill impairment testing was reperformed over goodwill under the new basis of accounting. The policy disclosures reflected in Note 2 – Summary of Significant Accounting Policies are inclusive of the new policies applied by the Company.



 



Exhibit 99.2

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
(in thousands, except per share data)

On January 24, 2022, Griffon Corporation (“Griffon”) completed the acquisition of Hunter Fan Company (“Hunter”), the leading U.S. brand of residential ceiling, commercial, and industrial fans, for a contractual
purchase price of $845,000, subject to customary post-closing adjustments. Hunter complements and diversifies Griffon’s portfolio of leading consumer brands and products.

The unaudited pro forma condensed combined financial statements have been prepared to illustrate the estimated effects of the acquisition by Griffon of Hunter using the acquisition method of accounting in
accordance with Accounting Standards Codification (“ASC”) 805, Business Combinations, (“ASC 805”). Under the acquisition method, the assets and liabilities of Hunter are generally recorded by Griffon at their
respective fair values as of the date the acquisition was completed based upon preliminary valuation using information known and knowable as of the date of this filing.

The unaudited pro forma condensed combined balance sheet as of September 30, 2021, is based on the individual historical consolidated balance sheets of Griffon and Hunter and has been prepared to reflect the
acquisition as if it had occurred on September 30, 2021, which was Griffon’s 2021 fiscal year end. The unaudited pro forma condensed combined statements of operations for the fiscal year ended September 30,
2021, combine the historical results of operations of Griffon and Hunter, and have been prepared to reflect the acquisition as if it had occurred on October 1, 2020, the first day of Griffon’s fiscal year ended
September 30, 2021.

Griffon’s 2021 fiscal year ended on September 30, and Hunter’s 2021 fiscal year ended on October 29. As a consequence of Griffon’s and Hunter’s different fiscal years:

• the unaudited pro forma condensed combined balance sheet as of September 30, 2021, combines Griffon’s historical audited consolidated balance sheet as of September 30, 2021, and Hunter’s historical
audited consolidated balance sheet as of October 29, 2021, and

• the unaudited pro forma condensed combined statement of operations for the fiscal year ended September 30, 2021, combines Griffon’s historical audited results of operations for the fiscal year ended
September 30, 2021, and Hunter’s historical audited results of operations for the fiscal year ended October 29, 2021.

The unaudited pro forma condensed combined financial information set forth below gives the estimated effect to:

• the completion of the Hunter acquisition for a contractual purchase price of $845,000 and

• the additional debt incurred by Griffon to finance the payment of the acquisition consideration and pay certain transaction expenses in connection with the acquisition.

The following unaudited pro forma condensed combined financial statements contained herein are for informational purposes only and do not necessarily reflect what the combined company’s financial condition or
results of operations would have been had the Hunter acquisition occurred on the dates indicated. They also may not be useful in predicting, and are not intended to project, the future financial condition and results
of operations of the combined company. The pro forma adjustments are preliminary and are based upon available information and certain assumptions which management believes are reasonable under the
circumstances and which are described in the accompanying notes to the unaudited pro forma condensed combined financial information. The actual financial position and results of operations may differ
significantly from the pro forma amounts reflected herein due to a variety of
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factors, and do not reflect all the costs, benefits and synergies that may be incurred or realized as a result of the acquisition by Griffon of Hunter. To prepare the unaudited pro forma condensed combined financial
information under the acquisition method of accounting, the fair value of Hunter’s assets and liabilities was based on preliminary estimate of fair value as of the date the acquisition was complete. Any excess of the
purchase price over the fair value of assets acquired and liabilities assumed was recognized as goodwill. Griffon has not completed the detailed valuation work necessary to finalize the estimated fair values of the
Hunter assets acquired and liabilities assumed and the related allocation of purchase price. Consequently, the purchase price allocation included in the unaudited pro forma condensed combined financial
information is preliminary and is subject to further adjustments as additional information becomes available and as additional analyses are performed.

The following unaudited pro forma condensed combined financial statements should be read in conjunction with, and are qualified in their entirety by reference to:

• the accompanying notes to the unaudited pro forma condensed combined financial information,

• Griffon’s audited consolidated financial statements and related notes as of and for the year ended September 30, 2021, which are included in Griffon’s annual Report on Form 10-K for the year then ended
filed on November 17, 2021, and incorporated by reference into this filing, and

• Hunter’s audited consolidated financial statements and related notes as of and for the year ended October 29, 2021, which are included in this filing.
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GRIFFON CORPORATION AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS

FOR THE YEAR ENDED SEPTEMBER 30, 2021
(in thousands, except per share data)

Historical

Griffon Hunter

Transaction
Accounting

Adjustments Note Reference
Financing

Adjustments Note Reference Pro Forma Combined

Revenue $ 2,270,626 $ 353,753 $ — $ — $ 2,624,379 

Cost of goods and services 1,629,513 215,191 — — 1,844,704 
Gross profit 641,113 138,562 — — 779,675 

Selling, general and administrative expenses 470,530 87,781 10,359 4c — 569,478 
808 4e — 

Income from continuing operations 170,583 50,781 (11,167) — 210,197 
Other income (expense)

Interest expense (63,175) (31,240) — 2,842 4d (91,573)
Interest income 440 11 — — 451 
Other, net 3,331 (982) 736 4g — 3,085 
Total other income (expense) (59,404) (32,211) 736 2,842 (88,037)

Income before taxes from continuing operations 111,179 18,570 (10,431) 2,842 122,160 
Provision (benefit) for income taxes 39,940 4,853 (2,827) 4h 1,168 4h 43,134 
Income from continuing operations $ 71,239 $ 13,717 $ (7,604) $ 1,674 $ 79,026 

Basic earnings per common share:
Income from continuing operations $ 1.40 $ 1.55 
Weighted-average shares outstanding 50,830 50,830 

Diluted earnings per common share:
Income from continuing operations $ 1.33 $ 1.48 
Weighted-average shares outstanding 53,369 53,369 

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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GRIFFON CORPORATION AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET

AS OF SEPTEMBER 30, 2021
(in thousands)

Historical

Griffon
Hunter As Adjusted

(Note 2)

Transaction
Accounting

Adjustments Note Reference
Financing

Adjustments Note Reference
Pro Forma
Combined

CURRENT ASSETS
Cash and equivalents $ 248,653 $ 30,525 $ (856,315) 4a $ 782,538 4a $ 205,401 
Accounts receivable, net of allowances 294,804 43,968 — — 338,772 
Inventories 472,794 83,292 5,401 3c — 561,487 
Prepaid and other current assets 76,009 9,174 4,850 4e — 90,033 
Assets of discontinued operations held for sale 273,414 — — — 273,414 
Assets of discontinued operations 605 — — — 605 
Total Current Assets 1,366,279 166,959 (846,064) 782,538 1,469,712 
PROPERTY, PLANT AND EQUIPMENT, net 292,622 15,990 — — 308,612 
OPERATING LEASE RIGHT-OF-USE ASSETS 144,598 — 12,430 4f — 157,028 
GOODWILL 426,148 102,711 (102,711) 3b — 685,893 

259,745 3g — 
INTANGIBLE ASSETS, net 350,025 11,461 (11,461) 3b — 956,025 

606,000 3d — 
OTHER ASSETS 21,589 4,549 (1,700) 3b — 24,438 
ASSETS OF DISCONTINUED OPERATIONS 3,424 198 (198) 3b — 3,424 
Total Assets $ 2,604,685 $ 301,868 $ (83,959) $ 782,538 $ 3,605,132 

CURRENT LIABILITIES
Notes payable and current portion of long-term debt $ 12,486 $ 4,250 $ (4,250) 3b $ — $ 12,486 
Accounts payable 260,140 25,462 — — 285,602 
Accrued liabilities 145,101 16,521 (390) 3e — 161,232 
Current portion of operating lease liabilities 29,881 — 3,292 4f — 33,173 
Liabilities of discontinued operations held for sale 80,748 — — — 80,748 
Liabilities of discontinued operations 3,280 307 — — 3,587 
Total Current Liabilities 531,636 46,540 (1,348) — 576,828 

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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GRIFFON CORPORATION AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET

AS OF SEPTEMBER 30, 2021
(in thousands)

Historical

Griffon
Hunter As

Adjusted (Note 2)

Transaction
Accounting

Adjustments Note Reference
Financing

Adjustments Note Reference
Pro Forma
Combined

LONG-TERM DEBT, net 1,033,197 411,469 (411,469) 3b 782,538 4b 1,815,735 
LONG-TERM OPERATING LEASE LIABILITIES 119,315 — 9,138 4f — 128,453 
OTHER LIABILITIES 109,585 7,381 (6,149) 3e — 272,817 

162,000 3f — 
LIABILITIES OF DISCONTINUED OPERATIONS 3,794 347 — — 4,141 
Total Liabilities 1,797,527 465,737 (247,828) 782,538 2,797,974 
COMMITMENTS AND CONTINGENCIES
SHAREHOLDERS’ EQUITY
Total Shareholders’ Equity 807,158 (163,869) 163,869 3a — 807,158 
Total Liabilities and Shareholders’ Equity $ 2,604,685 $ 301,868 $ (83,959) $ 782,538 $ 3,605,132 

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
(in thousands)

NOTE 1 — DESCRIPTION OF HUNTER ACQUISITION

On January 24, 2022, Griffon acquired Hunter Fan Company (“Hunter”), a market leader in residential ceiling, commercial, and industrial fans, for a contractual purchase price of $845,000, subject to customary post-closing
adjustments. Hunter will be part of Griffon's Consumer and Professional Products (CPP) segment as it complements and diversifies Griffon’s portfolio of leading consumer brands and products. The acquisition of Hunter was financed
with a new $800,000 seven year Term Loan B facility; and a combination of cash on hand and revolver borrowings under Griffon's revolving credit facility ("Credit Agreement") was used to fund the balance of the purchase price and
related acquisition and debt expenditures.

On January 24, 2022, in connection with the Hunter acquisition, Griffon amended and restated the Credit Agreement to provide for the new $800,000 seven year Term Loan B facility with initial pricing of the Secured Overnight
Financing Rate ("SOFR") floor of 50 basis points plus a spread of 275 basis points, for a total interest rate of 325 basis points. The Original Issue Discount ("OID") was 99.75%. Additionally, there are “step-down” features for the rate
tied to achieving lower leverage ratio levels. The Term Loan B facility requires quarterly payments equal to 0.25% of the outstanding principal amount, with a balloon payment due at maturity. Term Loan B borrowings may generally
be repaid without penalty but may not be reborrowed. The Term Loan B facility is subject to the same affirmative and negative covenants that apply to the revolving credit facility, but is not subject to any financial maintenance tests.
Term Loan B borrowings are secured by the same collateral package as borrowings under the revolving credit facility.

NOTE 2 – BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed combined financial statements have been prepared to illustrate the estimated effects of the acquisition by Griffon of Hunter using the acquisition method of accounting in accordance
with ASC 805. Under the acquisition method, the assets and liabilities of Hunter are generally recorded by Griffon at their respective fair values as of the date the acquisition was completed based upon preliminary valuation using
information known and knowable as of the date of this filing. The unaudited pro forma condensed combined balance sheet as of September 30, 2021, is based on the individual historical consolidated balance sheets of Griffon and
Hunter and has been prepared to reflect the acquisition as if it had occurred on September 30, 2021, which was Griffon’s 2021 fiscal year end. The unaudited pro forma condensed combined statements of operations for the fiscal year
ended September 30, 2021, combine the historical results of operations of Griffon and Hunter, and have been prepared to reflect the acquisition as if it had occurred on October 1, 2020, the first day of Griffon’s fiscal year ended
September 30, 2021.

The unaudited pro forma condensed combined statements of operations do not reflect future events that may occur after the acquisition, including, but not limited to, certain costs, benefits and synergies that may be incurred or realized
in connection with the acquisition. The unaudited pro forma condensed combined financial statements are for informational purposes only and do not necessarily reflect what the combined company’s financial condition or results of
operations would have been had the Hunter acquisition occurred on the dates indicated.

To prepare the unaudited pro forma condensed combined financial information under the acquisition method of accounting, the fair value of Hunter’s assets and liabilities was based on preliminary estimate of fair value as of the date
the acquisition was completed . Any excess of the purchase price over the fair value of assets acquired and liabilities assumed was recognized as goodwill. As of the date of this filing of the Current Report on Form 8-K/A with which
this Exhibit 99.2 is filed, Griffon has not completed the detailed valuation work necessary to finalize the estimated fair values of the Hunter assets acquired and liabilities assumed and the related allocation of purchase price.
Consequently, the purchase price allocation included in the unaudited pro forma condensed combined financial statements is preliminary and is subject to further adjustments as additional information becomes available and as
additional analyses are performed. Financial statements and reported results of operations of Griffon for periods following completion of the acquisition may reflect different values, and the related depreciation and amortization thereof,
after Griffon completes the process of estimating the fair value of the assets acquired and liabilities assumed.

As of the date of this filing of the Current Report on Form 8-K/A with which this exhibit 99.2 is filed, Griffon has not identified any differences in accounting policies that would have a material impact on the condensed combined
financial statements.
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Certain amounts from Hunter’s historical balance sheet data were reclassified to conform their presentation to that of Griffon as presented below.

Hunter Historical Reclassification Adjustments Hunter Historical Adjusted
CURRENT ASSETS
Cash and equivalents $ 30,525 $ — $ 30,525 
Accounts receivable, net of allowances 52,520 (8,552) 43,968 
Inventories 83,292 — 83,292 
Prepaid and other current assets 9,174 — 9,174 
Total Current Assets 175,511 (8,552) 166,959 
PROPERTY, PLANT AND EQUIPMENT, net 15,990 — 15,990 
GOODWILL 102,711 — 102,711 

— 
INTANGIBLE ASSETS, net 11,461 — 11,461 

— 
OTHER ASSETS 4,549 — 4,549 
ASSETS OF DISCONTINUED OPERATIONS 198 — 198 
Total Assets $ 310,420 $ (8,552) $ 301,868 

CURRENT LIABILITIES
Notes payable and current portion of long-term debt $ 4,250 $ — $ 4,250 
Accounts payable 25,462 — 25,462 
Accrued liabilities 25,073 (8,552) 16,521 
Liabilities of discontinued operations 307 — 307 
Total Current Liabilities 55,092 (8,552) 46,540 
LONG-TERM DEBT, net 411,469 — 411,469 

OTHER LIABILITIES 7,381 — 7,381 

LIABILITIES OF DISCONTINUED OPERATIONS 347 — 347 
Total Liabilities 474,289 (8,552) 465,737 
COMMITMENTS AND CONTINGENCIES
SHAREHOLDERS’ EQUITY
Total Shareholders’ Equity (163,869) — (163,869)
Total Liabilities and Shareholders’ Equity $ 310,420 $ (8,552) $ 301,868 

NOTE 3 – CONSIDERATION TRANSFERRED AND PRELIMINARY PURCHASE PRICE
ALLOCATION

The unaudited pro forma condensed combined balance sheet has been adjusted to reflect the estimated fair values of Hunter’s identifiable assets acquired and liabilities assumed, and the excess of the consideration over these fair values
is recorded as goodwill. The preliminary purchase piece allocation was based on preliminary valuation work. Griffon has not completed the detailed valuation work necessary to finalize the required estimated fair values of the Hunter
assets to be acquired and liabilities to be assumed and the related allocation of purchase price. The consideration transferred and preliminary fair value of Hunter’s assets acquired and liabilities assumed as if the acquisition occurred on
September 30, 2021 are provided below.
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 Amount
Contractual purchase price $ 845,000 
Supplemental employee retirement plan payout 6,799 
Funded indebtedness (334)
Total consideration transferred $ 851,465 

 Note  Amount

Recognized amounts of identifiable assets acquired and liabilities assumed:

Net book value of assets acquired as of October 29, 2021 a $ (163,869)
Elimination of pre-existing goodwill, intangible assets, deferred income taxes and long-term debt b 299,649 
Adjusted net book value of assets acquired 135,780 

Increase in inventory to fair value c 5,401 
Identifiable intangible assets at fair value d 606,000 
Decrease in defined benefit plans liabilities e 6,539 
Increase in other liabilities f (162,000)
Goodwill g 259,745 
Net assets acquired at fair value $ 851,465 

a. Reflects the historical book value of assets acquired from MidOcean Partners. The unaudited pro forma condensed combined balance sheet reflects the elimination of Hunter's historical Shareholders' equity as part of purchase
accounting.

b. Reflects the elimination of certain previously recorded assets and liabilities by Hunter as part of purchase accounting. The historical book value of these assets and liabilities was as follows:

Amount
 Goodwill $ (102,711)
 Intangible assets (11,461)
 Deferred tax assets, net (1,700)
 Deferred tax assets, net - discontinued operations (198)
 Notes payable and current portion of long-term debt 4,250 
 Long-term debt 411,469 
 Net eliminations $ 299,649 

c. Reflects the increase of Hunter's inventory to fair value based on preliminary valuation.

d. Estimated identifiable intangible assets acquired consist of the following:

 Amount
 Definite-lived Intangibles - Customer relationships $ 250,000 
 Indefinite-lived Intangibles - Brands 356,000 
 Estimated fair value of identifiable intangible assets $ 606,000 

e. Reflects the decrease related to the termination of the Supplemental Executive Pension Plan upon the acquisition of Hunter.

8



f. Reflects the increase in deferred taxes and other liabilities based on preliminary valuation.

g. Goodwill is calculated as the difference between the fair value of the consideration transferred and the values assigned to the identifiable tangible and intangible assets acquired and liabilities assumed.

NOTE 4 – TRANSACTION ACCOUNTING and FINANCING ADJUSTMENTS

a. Represents the impact to cash consisting of the following:

September 30, 2021
Proceeds for Term Loan B, net of issuance costs $ 782,538 
Contractual purchase price (845,000)
Supplemental employee retirement plan payout (6,799)
Prepaid insurance (4,850)
Funded indebtedness 334 
Total change in cash $ (73,777)

b. To adjust for the principal received, less estimated financing costs in connection with the new $800,000 seven year Term Loan B facility used to finance the Hunter acquisition as detailed below.

September 30, 2021
 Proceeds from Term Loan B $ 800,000 
 Debt issuance costs (17,462)
 Total change in debt $ 782,538 

c. To adjust for the net increase in amortization expense attributable to the estimated fair value of acquired identified definite-lived intangible assets and the elimination of historical amortization expense recognized by Hunter for
the fiscal year ended October 29, 2021 as follows:

Weighted
Average

Useful Life Amortization
Fair Value (Years) Expense

Definite-lived intangibles - customer relationships $ 250,000 20 $ 12,500 
Less: Historical Hunter amortization (2,141)
Net adjustment to amortization expense $ 10,359 

d. Represents the net decrease in interest expense in connection with the acquisition of Hunter related to proceeds from the Term Loan B facility and the elimination of historical interest expense recognized by Hunter for the
fiscal year ended October 29, 2021 as detailed below.

Fiscal Year 2021
Interest expense on New Term Loan B Facility $ (25,903)
Amortization of debt issuance costs (2,495)
Elimination of Hunter's interest expense 31,240 
 Net adjustment to interest expense $ 2,842 
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e. To adjust for the net increase in acquisition-related prepaid insurance and amortization expense, as follows:
 Amount

 Representations & Warranty Insurance $ 4,704 
 Underwriting Fee 65 
 Directors & Officer Tail Insurance 81 
 Total prepaid insurance $ 4,850 
 Term (years) 6 
 Amortization $ 808 

f. Hunter, as a non-public company, was not required to adopt ASU 2016-02, Leases (ASC 842) as of October 29, 2021. ASC 842 requires a lessee to recognize on the balance sheet the assets and liabilities for the rights and
obligations created by leases with a term of more than twelve months. Amounts reflect the estimated impact of adopting ASC 842 as of October 1, 2020, the first day of Griffon’s fiscal year ended September 30, 2021.

g. To eliminate amortization of net actuarial (gains) losses related to Hunter’s pension and postretirement benefit plans as part of purchase accounting, and net periodic benefit cost in connection with the termination of Hunter’s
Supplemental Executive Retirement Plan.

h. Represents the income tax impact of the pro forma adjustments, using federal and state statutory tax rate, to both Griffon’s and Hunter’s historical results of operations. As a result, the combined statutory tax rate used to tax
effect the pro forma adjustments was approximately 21.9% for the fiscal year ended September 30, 2021. The effective tax rate does not represent the combined company’s effective tax rate nor do the tax accounts in the
balance sheet represent the combined company’s tax position. The combined company’s effective tax rate and tax position could be significantly different (either higher or lower) depending on post-acquisition activities,
including tax planning opportunities, cash repatriation decisions and geographic mix of income.
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