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Explanatory Note
On August 8, 2017, Church & Dwight Co., Inc. (the “Company”) filed with the Securities and Exchange Commission a Current Report on Form 8-K (the
“Original 8-K”) reporting that the Company on August 7, 2017 completed its previously announced acquisition (the “Acquisition”) of all of the issued and
outstanding shares of capital stock of Pik Holdings, Inc. (“Waterpik”) pursuant to the Stock Purchase Agreement (the “Agreement”), dated as of July 17,
2017, by and among the Company, Waterpik, the stockholders of Waterpik (the “Company Stockholders”) and MidOcean Partners III, L.P. in its capacity as a
Company Stockholder and as the representative of the Company Stockholders. This amendment to the Original 8-K is being filed to amend and supplement
Item 9.01 of the Original 8-K to include certain historical financial statements of Waterpik and the Company’s unaudited pro forma financial information
relating to the effects of the acquisition, which financial statements and unaudited pro forma information are filed as exhibits hereto.

ITEM 9.01. Financial Statements and Exhibits.
(a) Financial Statements of Business Acquired
The Audited Financial Statements of Pik Holdings, Inc. as of October 2, 2016 and for the fiscal year then ended are attached hereto as Exhibit
99.2 and are incorporated by reference herein. The Unaudited Financial Statements of Pik Holdings, Inc. as of July 2, 2017 and June 26, 2016 and for the
three and nine-month periods then ended are attached hereto as Exhibit 99.3 and are incorporated by reference herein.
(b) Pro forma financial information
The Unaudited Condensed Combined Pro Forma Balance Sheet as of June 30, 2017 and Unaudited Condensed Combined Statements of Income
for the six months ended June 30, 2017 and for the year ended December 31, 2016 are attached hereto as Exhibit 99.4 and are incorporated by reference
herein.
(d) Exhibits.
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Stock Purchase Agreement, dated as of July 17, 2017, among Church & Dwight Co., Inc., PIK Holdings, Inc., the Representative and
the stockholders party thereto, incorporated by reference to Exhibit 2.1 of the Company’s Current Report on Form 8-K filed on July
17, 2017

23.1**

Consent of KPMG LLP, Independent Auditor of Pik Holdings, Inc.

99.1

Church & Dwight Co., Inc. press release, dated August 8, 2017

99.2**

Audited Financial Statements of Pik Holdings, Inc. as of October 2, 2016 and for the fiscal year then ended

99.3**
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Certain schedules and exhibits to this agreement have been omitted pursuant to Item 601(b)(2) of Regulation S-K and the Company agrees to
furnish supplementally to the Securities and Exchange Commission a copy of any omitted schedule and/or exhibit upon request.
**

Filed herewith
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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
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CHURCH & DWIGHT CO., INC.
Date:

September 21, 2017

By:
Name:
Title:

/s/ Richard A. Dierker
Richard A. Dierker
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EXHIBIT 23.1

Consent of Independent Auditors
The Board of Directors
Pik Holdings, Inc.:
We consent to the incorporation by reference in Registration Statement Nos. 333-189398, 333-152139, 333-127019, 333-112544, 333-112545, 333112546 and 333-112547 on Form S-8 and 333-200721 and 333-220535 on Form S-3 of Church & Dwight Co., Inc. of our report dated December 9,
2016, with respect to the consolidated balance sheet of Pik Holdings, Inc. as of October 2, 2016, and the related consolidated statements of
income, comprehensive income, stockholders’ equity, and cash flows for the fiscal year ended October 2, 2016, which report appears in the Form
8-K/A of Church & Dwight Co., Inc.

/s/ KPMG LLP
Denver, Colorado
September 20, 2017

EXHIBIT 99.2

PIK HOLDINGS, INC.
Consolidated Financial Statements
October 2, 2016
(With Independent Auditors’ Report Thereon)
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Independent Auditors’ Report
The Board of Directors
Pik Holdings, Inc.:
We have audited the accompanying consolidated financial statements of Pik Holdings, Inc. and its subsidiaries, which comprise the consolidated
balance sheet as of October 2, 2016, and the related consolidated statements of income, comprehensive income, stockholders’ equity, and cash
flows for the fiscal year 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 U.S. generally
accepted accounting principles; 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.
Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements referred to above present fairly in all material respects, the financial position of Pik Holdings,
Inc. and its subsidiaries as of October 2, 2016, and the results of their operations and their cash flows for the fiscal year then ended in accordance
with U.S. generally accepted accounting principles.
/s/ KPMG LLP
Denver, Colorado
December 9, 2016
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PIK HOLDINGS, INC.
Consolidated Balance Sheet
October 2, 2016
(In thousands, except share and per share amounts)
Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts of $150
Inventories, net
Refundable income taxes
Prepaid insurance
Other current assets
Total current assets
Property, plant, and equipment, net
Goodwill
Intangible assets and other assets, net
Total assets

$

$

7,350
45,952
32,599
1,482
703
1,602
89,688
21,774
215,363
206,251
533,076

Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable
Accrued income taxes
Payable to predecessor
Accrued liabilities
Total current liabilities

$

Long-term debt (net of debt issuance and original issue discount costs
combined of $9,198)
Deferred income taxes
Payable to predecessor - net of current portion
Total liabilities
Stockholders’ equity:
Common stock, $0.01 par value. Authorized 250,000 shares; issued and
outstanding,138,001 shares
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss
Total stockholders’ equity
Total liabilities and stockholders’ equity

18,844
81
1,516
16,436
36,877

357,570
71,355
1,684
467,486

$

See accompanying notes to consolidated financial statements.
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1
141,212
(75,409 )
(214 )
65,590
533,076

PIK HOLDINGS, INC.
Consolidated Statement of Income
Fiscal year ended October 2, 2016
(In thousands)
Sales
Cost of sales
Gross profit
Operating expenses:
Selling expenses
General and administrative expenses
Compensation cost associated with stock option awards
Change in fair value of contingent liability to predecessor
Research and development expenses
Amortization of intangibles
Total operating expenses
Operating profit
Other expense:
Interest expense
Transaction costs
Total other expense
Income before income taxes
Income tax expense
Net income

$

246,153
128,727
117,426
31,360
9,100
976
776
7,490
11,873
61,575
55,851

$

See accompanying notes to consolidated financial statements.
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29,324
1,102
30,426
25,425
9,072
16,353

PIK HOLDINGS, INC.
Consolidated Statement of Comprehensive Income
Fiscal year ended October 2, 2016
(In thousands)

Net income
Other comprehensive loss, net of tax – translation adjustment
Total comprehensive income

$
$

See accompanying notes to consolidated financial statements.

5

16,353
(165 )
16,188

PIK HOLDINGS, INC.
Consolidated Statement of Stockholders’ Equity
Fiscal year ended October 2, 2016
(In thousands, except share amounts)

Common
stock
shares
Balance, September 27, 2015

Additional
paid-in
capital

Amount

138,001

$

1

$

Accumulated
other
comprehensive
loss

Accumulated
deficit

140,236

$

(91,762 )

$

(49 )

Total
stockholders’
equity
$

—

—

—

16,353

Foreign currency
translation adjustment

—

—

—

—

(165 )

(165 )

Compensation cost
associated with stock
option awards

—

—

976

—

—

976

Balance, October 2, 2016

138,001

$

1

$

See accompanying notes to consolidated financial statements.
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141,212

$

(75,409 )

—

48,426

Net income

$

(214 )

16,353

$

65,590

PIK HOLDINGS, INC.
Consolidated Statement of Cash Flows
Fiscal year ended October 2, 2016
(In thousands)
Cash flows from operating activities:
Net income

$

16,353

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization

16,262

Amortization of debt issuance costs

1,456

Accretion of original issue discount costs

1,147

Provision for product warranty

4,624

Deferred tax benefit

(3,541 )

Compensation cost associated with stock option awards

976

Other

9

Change in operating assets and liabilities:
Accounts receivable

(5,557 )

Inventories

(7,442 )

Refundable income taxes

1,392

Prepaid insurance

543

Other current assets

(235 )

Accounts payable

4,810

Accrued income taxes

6

Payable to predecessor, net of revaluation

(3,615 )

Accrued liabilities

(3,749 )

Other long-term liabilities

(10 )

Net cash provided by operating activities

23,429

Cash flows from investing activities:
Acquisition of property, plant and equipment

(5,564 )

Proceeds from the sale of property, plant and equipment

14

Net cash used in investing activities

(5,550 )

Cash flows from financing activities:
Principal payments on long-term debt

(24,000 )

Net cash used in financing activities

(24,000 )

Effect of exchange rate changes

(165 )

Decrease in cash and cash equivalents

(6,286 )

Cash and cash equivalents at beginning of period

13,636

Cash and cash equivalents at end of period

$

7,350

$

26,857

Supplemental disclosure of cash flow information:
Cash paid during the period for:
Interest
Income taxes

11,221

Non-cash investing activities:
Acquisition of property, plant and equipment included in accounts payable at year-end

See accompanying notes to consolidated financial statements.
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PIK HOLDINGS, INC.
Notes to Consolidated Financial Statements
October 2, 2016
(1)Description of Business
Pik Holdings, Inc., a Delaware corporation, (and its subsidiaries collectively referred to as Company) was incorporated May 13, 2013 in
anticipation of the purchase of 100% of the capital stock of EGWP Acquisition Corp., a Delaware corporation, and its subsidiaries. The
acquisition occurred on July 8, 2013 (Acquisition). The primary operating entity and a wholly owned subsidiary is Water Pik, Inc. The
Company is a leader in designing, manufacturing, and marketing personal healthcare products, including consumer and professional oral
healthcare products and showerheads. The Company’s personal healthcare products are sold through a variety of channels, including home
centers, mass merchandisers, drug store chains, specialty retailers, dental professionals, online and television.
Pik Holdings, Inc. does not have material activities, assets, or liabilities other than those of Water Pik, Inc.
(2)Summary of Significant Accounting Policies
(a)

Principles of Accounting and Consolidation
The Company’s consolidated financial statements are presented in conformity with U.S. generally accepted accounting principles
(U.S. GAAP), and include the accounts of Pik Holdings, Inc. and subsidiaries. The Company has eliminated all significant intercompany
accounts and transactions in consolidation.

(b)

Fiscal Year
The Company operates on a 52 – or 53 – week fiscal year ending on the Sunday closest to September 30. The fiscal year ended
October 2, 2016 included 53 weeks.

(c)

Use of Estimates
The preparation of consolidated financial statements in accordance with U.S. GAAP requires the Company to make estimates and
assumptions that affect the reported amounts of its assets, liabilities, revenue, and expenses, and related disclosures of contingent
assets and liabilities. Such estimates include the allowance for doubtful accounts receivable, excess and obsolete inventories,
impairment of long‑lived assets, including goodwill and intangible assets, valuation allowance for deferred tax assets, useful lives for
long‑lived assets and intangible assets, warranty accrual, customer and vendor rebates, and legal contingencies. The determination of
the fair values of acquired assets and liabilities assumed, and the related determination of estimated lives of depreciable tangible and
identifiable intangible assets, also require significant judgment. The Company believes the estimates used in the preparation of its
consolidated financial statements are reasonable. Actual results may differ from those estimates.

(d)

Foreign Currency Translation
The financial statements of two of the Company’s subsidiaries are measured using local currency (Canadian dollars, British pounds and
European euros) as the functional currency. Assets and liabilities of these subsidiaries are translated at the exchange rates in effect at
the balance sheet date. Income and expenses are translated at average monthly rates of exchange prevailing during the period. The
resulting translation adjustments are included in accumulated other comprehensive loss.

(Continued)
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PIK HOLDINGS, INC.
Notes to Consolidated Financial Statements
October 2, 2016
(e)

Cash and Cash Equivalents
It is the Company’s policy to classify its short‑term, highly liquid investments in money market funds that hold investments with original
maturities of three months or less as cash equivalents. As of October 2, 2016, money market funds of $4,600,000 were considered to
be cash equivalents.

(f)

Accounts Receivable and Concentration of Risk
The Company grants credit terms in the normal course of business to its customers and markets products to a diverse customer base,
located mostly in the United States and Canada. Trade credit is extended based upon periodic evaluations of each customer’s ability to
meet or perform under their obligations. The Company does not normally require collateral or other security to support credit sales. The
Company performs ongoing credit evaluations of its customers and adjusts credit limits based upon the customer’s payment history and
creditworthiness, as determined through review of available credit information. The Company continuously monitors collections and
payments from customers and maintains allowances for doubtful accounts for estimated losses resulting from the inability of its
customers to make required payments. Estimated losses are based on historical experience and any specific customer collection
issues identified.

(g)

Business and Credit Concentrations
The Company is subject to risks common in the consumer retail industries and more specifically, to the showerheads and consumer
and professional oral healthcare product industries. These risks include, but are not limited to, loss of any significant customer,
dependence on key suppliers, U.S. and foreign regulatory matters, and general economic conditions affecting demand for the
Company’s products.
Based on the nature of the industries in which it operates, the Company will continue to depend on sales to key customers. Because it
often takes significant time to replace lost business, it is likely that operating results would be adversely affected if one or more of the
key customers were to cancel, delay, or significantly reduce orders in the future.
For the fiscal year ended October 2, 2016, two customers accounted for approximately 30% of sales.
In addition, the Company generates significant accounts receivable in connection with the products it sells to its key customers.
Although its key customers are large corporations, if one or more of them were to become insolvent or were otherwise unable to pay,
the Company’s operating results and financial condition could be adversely affected.
As of October 2, 2016, three customers accounted for approximately 47% of total accounts receivable.

(h)

Inventories
The Company values its inventory at the lower of its cost determined on the last‑in, first‑out (LIFO) method or market. The Company
applies lower of cost or market provisions of U.S. GAAP to LIFO inventories based on reasonable groupings of inventory items and on
an item‑by‑item basis for identified product obsolescence and product discontinuance.

(Continued)
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PIK HOLDINGS, INC.
Notes to Consolidated Financial Statements
October 2, 2016
(i)

Property, Plant, and Equipment and Amortizable Intangibles
Property, plant, and equipment are stated at cost less accumulated depreciation. Depreciation is computed primarily by the straight‑line
method over the estimated useful lives of the assets. Adjustments to these lives are made based on a regular review of the estimated
remaining useful lives of assets. Depreciation is recorded in cost of sales or operating expenses depending on the nature or use of the
specific asset. Expenditures for renewals and improvements are capitalized and expenditures for repairs and maintenance are charged
to expense as incurred. When assets are retired or disposed of, the assets and related accumulated depreciation are removed from the
balance sheet and any resulting gain or loss is reflected in other income.
Intangible assets that have finite useful lives are amortized to operating expense over their useful lives by the straight‑line method.
Long‑lived assets such as property, plant, and equipment, and purchased intangible assets subject to amortization are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. If
circumstances require a long‑lived asset be tested for possible impairment, the Company first compares undiscounted cash flows
expected to be generated by an asset to the carrying value of the asset. If the carrying value of the long‑lived asset is not recoverable
on an undiscounted cash flow basis, impairment is recognized to the extent that the carrying value exceeds its fair value. Fair value is
determined through various valuation techniques, including discounted cash flow models, quoted market values, and third‑party
independent appraisals, as considered necessary.

(j)

Goodwill and Indefinite‑Lived Intangible Assets
Goodwill is an asset representing the future economic benefits arising from other assets acquired in a business combination that are not
individuality identified and separately recognized. Goodwill and indefinite‑lived intangible assets are reviewed for impairment at least
annually or more frequently if a triggering event occurs between impairment testing dates. The Company’s impairment assessment
begins with a qualitative assessment to determine whether it is more likely than not that the fair value of a reporting unit is less than its
carrying value prior to performing the two‑step goodwill impairment test. Each reporting unit’s fair value is assessed in light of certain
events and circumstances, including macroeconomic conditions, industry and market considerations, cost factors, and other relevant
entity – and reporting unit – specific events. If it is determined under the qualitative assessment that it is more likely than not that the
fair value of a reporting unit is less than its carrying value, then a two‑step quantitative impairment test is performed. Under the first
step, the estimated fair value of the reporting unit is compared with its carrying value (including goodwill). If the fair value of the
reporting unit exceeds its carrying value, step two does not need to be performed. If the estimated fair value of the reporting unit is less
than its carrying value, an indication of goodwill impairment exists for the reporting unit and the enterprise must perform step two of the
impairment test (measurement). Under step two, an impairment loss is recognized for any excess of the carrying amount of the
reporting unit’s goodwill over the implied fair value of that goodwill. The implied fair value of goodwill is determined by allocating the fair
value of the reporting unit in a manner similar to a purchase price allocation in acquisition accounting. The residual fair value after this
allocation is the implied fair value of the reporting unit goodwill. Fair value of the reporting unit under the two‑step assessment is
determined using a discounted cash flow analysis. The selection and assessment of qualitative factors used to determine whether it is
more likely than not that the fair value of a reporting unit exceeds the carrying value involves significant judgments and estimates.
(Continued)
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PIK HOLDINGS, INC.
Notes to Consolidated Financial Statements
October 2, 2016
The Company performed its annual impairment assessment of goodwill and indefinite‑lived intangibles and concluded that there was no
impairment for the fiscal year ended 2016.
(k)

Debt Issuance Costs and Original Issue Discount Costs on Long‑Term Debt
On April 7, 2015, the FASB issued ASU No. 2015-03, Interest – Imputation of Interest (Subtopic 835-30): Simplifying the Presentation
of Debt Issuance Costs, which requires debt issuance costs be presented in the balance sheet as a direct deduction from the carrying
amount of the related liability. Such treatment is consistent with the presentation of debt discounts or premiums. Prior to the
amendments in ASU No. 2015-03, debt issuance costs were reported in the balance sheet as an asset (i.e., a deferred charge),
whereas debt discounts and premiums were, and remain, reported as deductions from, or additions to, the debt itself. Recognition and
measurement guidance for debt issuance costs is not affected by the amended guidance.
Amortization of debt issuance costs and accretion of original issue discount costs are amortized to interest expense using the
effective‑interest method over the term of the debt. Unamortized debt issuance costs associated with debt extinguishments are charged
to interest expense in the period of extinguishment. Any applicable prepayment penalties related to voluntary loan payments are
recorded as interest expense in the period paid.

(l)

Fair Value of Financial Instruments
The Company utilizes valuation techniques that maximize the use of observable inputs and minimize the use of unobservable inputs to
the extent possible. The Company determines fair value based on assumptions that market participants would use in pricing an asset or
liability in the principal or most advantageous market. When considering market participant assumptions in fair value measurements,
the following fair value hierarchy distinguishes between observable and unobservable inputs, which are categorized in one of the
following levels:
•

Level 1 Inputs: Unadjusted quoted prices in active markets for identical assets or liabilities accessible to the reporting entity at the
measurement date.

•

Level 2 Inputs: Other than quoted prices included in Level 1 inputs that are observable for the asset or liability, either directly or
indirectly, for substantially the full term of the asset or liability.

•

Level 3 Inputs: Unobservable inputs for the asset or liability used to measure fair value to the extent that observable inputs are not
available, thereby allowing for situations in which there is little, if any, market activity for the asset or liability at measurement
date.

Financial instruments include cash equivalents, accounts receivable, accounts payable, accrued liabilities, and long‑term debt.
Management believes the fair value of cash equivalents, accounts receivable, accounts payable, and accrued liabilities approximates
their carrying value due to their short‑term nature. The fair value of long‑term debt is estimated based on anticipated interest rates that
management believes would currently be available for similar issues of debt, taking into account its current credit risk and other market
factors, and arm’s‑length trades for debt securities that are traded. The carrying value of the debt, excluding debt issuance costs and
original issue discount costs, approximates fair value of long‑term debt as of October 2, 2016, and is classified within Level 2 of the fair
value hierarchy of U.S. GAAP, as the fair value of the liability is estimated based on significant observable inputs.
(Continued)
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PIK HOLDINGS, INC.
Notes to Consolidated Financial Statements
October 2, 2016
The availability of observable market data is monitored to assess the appropriate classification of financial instruments within the fair
value hierarchy. Changes in economic conditions or model‑based valuation techniques may require the transfer of financial instruments
from one fair value level to another. In such instances, the transfer is reported at the beginning of the reporting period. There were no
transfers between Level 1, 2 or 3 during the fiscal year ended October 2, 2016.
(m) Revenue Recognition
Revenue from the sales of products is recognized at the time title and risks and rewards of ownership pass (either when the products
reach the free on‑board shipping point or destination depending on the contractual terms), the sales price is fixed and determinable, and
collection is reasonably assured. Provisions for certain customer programs and incentive offerings, including promotions, cooperative
advertising programs, and other volume‑based incentives, are accounted for as reductions in gross sales to arrive at net sales in the
same period that the related sales are recorded. The Company provides for these items as reductions of revenue at the later of the date
of the sale or the date the incentive is offered. These provisions are based on estimates derived from current customer agreements or
program requirements and historical experience. The Company also allows credit for products returned within its policy terms. Such
returns are estimated and an allowance is provided at the time of sale.
Shipping, handling, purchasing, receiving, inspecting, warehousing, and other costs of distribution are presented in cost of sales in the
consolidated statement of income. The Company classifies shipping and handling fees charged to customers as revenue and shipping
and handling costs retained by the Company as cost of sales in the consolidated statements of income. Revenue is reported net of
estimated sales returns.
(n)

Rebates and Purchases of Raw Materials
The Company receives consideration in the form of rebates from certain vendors. When such consideration is probable and reasonably
estimable, the Company recognizes reduction of inventory cost as earned, and reflects a reduction of cost of goods sold at the time
that the related underlying inventory is sold to customers.

(o)

Research and Development Costs
Research and development costs consist primarily of salaries and related personnel expenses, legal fees, and third‑party fees related to
the design, development, testing, and enhancement of the Company’s products and are expensed as incurred.

(p)

Advertising Costs
Advertising costs are expensed in the period incurred and are reflected as selling expenses in the consolidated statement of income.
Advertising includes direct response television, print media, trade shows, market research, packaging, and promotional material costs.
The Company incurred advertising costs of $12,937,000 for the fiscal year ended October 2, 2016.

(Continued)
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PIK HOLDINGS, INC.
Notes to Consolidated Financial Statements
October 2, 2016
(q)

Warranty Costs
The Company provides for the estimated cost of product warranties at the time revenue is recognized. The Company generally warrants
its consumer oral health products for a period up to three years and offers a limited lifetime warranty on its shower products. Factors
considered in determining appropriate accruals for product warranty obligations include the size of the installed base of products subject
to warranty protection, historical warranty claim rates, historical cost per claim, and knowledge of specific product failures that are
outside its typical experience. The Company assesses the adequacy of its existing warranty liabilities and adjusts the amounts as
necessary based on its actual experience and changes in future expectations.

(r)

Share‑Based Compensation
The Company accounts for its employee share‑based compensation awards in accordance with Accounting Standards Codifications
(ASC) Topic 718, Compensation – Stock Compensation. ASC Topic 718 requires that all employee share‑based compensation is
recognized as a cost in the financial statements and that for equity‑classified awards such cost is measured at the grant‑date fair value
of the award.

(s)

Income Taxes
The asset and liability approach is used to recognize deferred tax assets and liabilities for the expected future tax consequences of
temporary differences between the carrying amounts and the tax bases of assets and liabilities. Deferred tax assets and liabilities are
measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected
to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period
that includes the enactment date.
In November 2015, the FASB issued ASU 2015-17, Balance Sheet Classification of Deferred Taxes, which requires all deferred tax
assets and liabilities, and related valuation allowances, to be classified as noncurrent on the Company’s consolidated balance sheets.
ASU 2015-17 is effective for the Company for annual periods in fiscal years beginning after December 15, 2017, and requires either
prospective or retrospective adoption. The Company elected to early adopt the new standard for the current reporting period.
The Company considers the need to establish valuation allowances to reduce deferred income tax assets to the amounts that the
Company believes are more likely than not to be recovered.
The Company recognizes the effect of income tax positions only if those positions are more likely than not of being sustained.
Recognized income tax positions are measured at the largest amount that is greater than 50% likely of being realized. Changes in
recognition or measurement are reflected in the period in which the change in judgment occurs.

(t)

Comprehensive Income (Loss)
Other comprehensive income (loss) reflects unrealized amounts resulting from currency translation adjustments.

(Continued)
13

PIK HOLDINGS, INC.
Notes to Consolidated Financial Statements
October 2, 2016
(u)

Recently Issued Accounting Standards
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers, which requires an entity to recognize revenue to
depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services. An entity also should disclose sufficient quantitative and qualitative information
to enable users of financial statements to understand the nature, amount, timing, and uncertainty of revenue and cash flows arising
from contracts with customers. The new standard is effective for the Company for annual periods in fiscal years beginning after
December 15, 2018 (as amended in August 2015 by ASU 2015-14, Deferral of the Effective Date). The Company will implement the
provisions of ASU 2014-09 as of October 2019. The Company has not yet determined the effect of the new standard on its current
policies for revenue recognition.
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes FASB ASC Topic 840, Leases, and makes
other conforming amendments to U.S. GAAP. ASU 2016-02 requires, among other changes to the lease accounting guidance, lessees
to recognize most leases on-balance sheet via a right of use asset and lease liability, and additional qualitative and quantitative
disclosures. ASU 2016-02 is effective for the Company for annual periods in fiscal years beginning after December 15, 2019, permits
early adoption, and mandates a modified retrospective transition method. The Company is currently evaluating the effect of this update
on the consolidated financial statements.

(3)Inventories
Inventories consist of the following (in thousands):
October 2,
2016
Raw material and supplies
Work in process
Finished goods
Total inventories at lower of first-in, first-out cost or market
Adjustment to reduce values to LIFO basis
Total inventories, LIFO basis

$

$

562
224
33,085
33,871
(1,272 )
32,599
(Continued)
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(4)Property, Plant, and Equipment
Property, plant, and equipment comprise the following (in thousands):
Useful life
(in years)
—
3–20
7
3–5
3
3–5

Land
Buildings and improvements
Machinery and equipment
Tooling
Computers
Other
Property, plant, and equipment
Accumulated depreciation
Property, plant, and equipment, net

October 2,
2016
$

2,750
8,985
2,327
16,432
1,221
2,302
34,017
(12,243 )

$

21,774

Depreciation expense was $4,389,000 for the fiscal year ended October 2, 2016. Depreciation expense allocated to costs of sales was
$3,306,000 for the fiscal year ended October 2, 2016. Depreciation expense allocated to operating expenses was $1,083,000 for the fiscal
year ended October 2, 2016.
(5)Intangible Assets and Other Assets
Intangible assets and other assets comprise the following (in thousands):
Amortization
period
14 years
Indefinite
9–12 years
1.25–9 years
2 years
N/A

Domestic customer relationships
Trade names
Developed technology
International customer relationships
Noncompete agreements
Long-term deposits
Less accumulated amortization
Total intangible assets, and other assets, net

$

$

October 2,
2016
140,210
84,040
20,100
183
21
224
244,778
(38,527 )
206,251

Amortization expense related to intangible assets was $11,873,000 ($10,035,000 customer and distributor relationships, $1,828,000
developed technology, and $10,000 noncompete) for the fiscal year ended October 2, 2016. The Company expects the intangibles with an
associated finite life will be amortized over a weighted average remaining useful life of 10.4 years. Future amortization expense for finite‑lived
intangibles at October 2, 2016 for the next five fiscal years will approximate $11,871,000, $11,863,000, and $11,863,000, $11,863,000, and
$11,863,000 for fiscal years 2017, 2018, 2019, 2020, and 2021, respectively.
(Continued)
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(6)Accrued Liabilities
Accrued liabilities comprise the following (in thousands):
October 2,
2016
Customer incentives
Salaries, wages, related taxes, and withholdings
Warranty
Other
Interest
Total accrued liabilities

$

7,796
5,364
2,383
681
212
16,436

$

The following table is a reconciliation of the changes in the Company’s aggregate warranty accrual (in thousands):
October 2,
2016
Balance at beginning of year
$
Accrual for estimated warranty expenses
Actual warranty costs paid
Balance at end of year
$

2,380
4,624
(4,621 )
2,383

(7)Long‑Term Debt
The Company’s long‑term debt comprises the following (in thousands):
October 2,
2016
First lien term loan
Second lien term loan
Total long-term debt
Original issue discount and debt issuance costs, net
Long-term debt, net

$

$

259,768
107,000
366,768
(9,198 )
357,570

On July 8, 2013 and subsequently amended on August 4, 2015, the Company entered into first and second lien credit agreements with a
group of lenders. The first lien credit agreement provides for a term loan not to exceed $290,000,000, plus a $25,000,000 revolving credit
facility. The second lien credit agreement provides for a term loan not to exceed $130,000,000. Borrowings and letters of credit under the
Company’s term loans and revolving credit facility are secured by virtually all assets of the Company. The first and second lien term loans
and the revolving credit facility are individually or collectively referred to as the “Credit Agreement.”

(Continued)
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The first lien term loan matures on July 8, 2020, seven years from loan inception, and bears interest equal to a market rate, periodically
selected by the Company, plus a stated and fixed margin of 3.75% to 4.75% depending on the market rate selected. The second lien term
loan matures on January 8, 2021, seven and one‑half years from loan inception and bears interest equal to a market rate, periodically
selected by the Company, plus a stated and fixed margin of 7.75% to 8.75% depending on the market rate selected. The revolving credit
facility matures on July 8, 2018, five years from loan inception and bears interest equal to a market rate, plus a stated and fixed margin of
3.25% to 4.75% depending on the market rate selected and the total net leverage ratio of the Company, as defined in the Credit Agreement.
For the first lien term loan, the Company may select one of two market rates, a Eurodollar Rate (LIBOR with a 1.0% minimum) or a Base
Rate (U.S. Prime). For the year ended October 2, 2016, the first lien term loan bore interest at the Eurodollar Rate plus 4.75% (5.75% total).
For the second lien term loan, the Company may select one of two market rates, a Eurodollar Rate (LIBOR with a 1.0% minimum) or a Base
Rate (U.S. Prime). For the fiscal year ended October 2, 2016, the second lien term loan bore interest at the Eurodollar Rate plus 8.75%
(9.75% total). For the revolving credit loan, the Company may select one of two market rates, a Eurodollar Rate (LIBOR with a 1.0%
minimum) or a Base Rate (U.S. Prime). No borrowings were outstanding on the revolving credit facility as of October 2, 2016.
Quarterly principal payments in the amount of $537,500 are due on the last day of each fiscal quarter for the first lien term loan, unless
previous voluntary payments have been made on the first lien term loan that would otherwise reduce or eliminate the need to make such
quarterly payments. Mandatory prepayments may be required under certain circumstances, including sales of property or assets, sale or
issuance of equity interests, incurrence or issuance of certain other indebtedness, extraordinary cash receipts, and for excess cash flows
pursuant to the Credit Agreement. Additional optional repayments are permitted. Optional repayments of $17,000,000 were made during the
fiscal year ended October 2, 2016 on the first lien term loan. Optional repayments of $7,000,000 during the fiscal year ended October 2,
2016, were made on the second lien term loan and included a $120,000 early payment penalty for the fiscal year ended October 2, 2016. No
penalty is applicable to first lien term loan optional repayments. Pursuant to the Credit Agreement, the Company is subject to excess cash
flow payment calculations. No mandatory excess cash flow payment is required for the fiscal year ended October 2, 2016, due to the optional
repayments made during the current fiscal year.
Debt issuance costs were capitalized and are being amortized over the term of the loans utilizing the effective‑interest method. Debt
issuance costs and unaccreted original issue discount costs of $9,198,000 and as of October 2, 2016, are classified as a discount to the first
and second lien term loans and are accreted up to the full principal value outstanding over the remaining term of the loans also utilizing the
effective‑interest method.
Both the amortization of debt issuance costs and accretion of original issue discount costs are classified as interest expense in the
consolidated statement of income. For the year ended October 2, 2016, interest expense of $29,324,000, net of interest income of $15,000,
comprises interest on both the first and second lien term loans of $26,736,000, amortization of the capitalized debt issuance costs in the
amount of $1,456,000 and accretion of original issue discount costs in the amount of $1,147,000.
The first lien credit agreement provides for a commitment guarantee and issuance of letters of credit limited to credit availability. A fee is
charged equal to 4.25% to 4.75% per annum of the nominal value of outstanding letters of credit depending on the market rate selected and
the consolidated total net leverage ratio of the Company, as defined in the first lien credit agreement, plus a 0.125% fee charged by the
issuing bank. At October 2, 2016, there were no letters of credit outstanding.
(Continued)
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The unused portion of the revolving credit facility is subject to an annual commitment fee of 0.5% per annum, payable quarterly.
These borrowing and credit facilities under the first and second lien credit agreements require the Company to be in compliance with specific
financial and nonfinancial covenants and restrictions, including those relating to its indebtedness, liens, investments, asset sales, dividends
and stock‑related payments, transactions with affiliates, a consolidated net leverage ratio, and capital expenditures. The Company was in
compliance with these financial and nonfinancial covenants and restrictions at and for the fiscal year ended October 2, 2016.
(8)Stockholders’ Equity
Authorized share capital as of October 2, 2016 consisted of 250,000 shares of $0.01 par value common stock, of which 138,001 shares were
issued and outstanding as of October 2, 2016.
Stock compensation expense for the year ended October 2, 2016 of $976,000 is recorded as compensation cost associated with stock option
awards in the accompanying consolidated statement of income.
(9)Income Taxes
(a)

Income Taxes
Income tax expense consists of the following (in thousands):
Fiscal year
ended
October 2,
2016
Current:
U.S. federal
State and local
Foreign jurisdiction
Total current

$

Deferred:
U.S. federal
State and local
Total deferred
Total income tax expense

$

11,485
1,079
49
12,613

(2,897 )
(644 )
(3,541 )
9,072

(Continued)
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(b)

Tax Rate Reconciliation
Income tax expense for the fiscal year ended October 2, 2016 was $9,072,000. This amount differs from the amount computed by
applying the U.S. federal income tax rate of 35% for 2016 to pretax income as a result of the following (in thousands):

Expected tax expense
Permanent differences:
Travel and entertainment
Fair value adjustment for predecessor contingent liability
Other
State tax expense, net of federal benefit
Adjustment to previously filed tax returns
Foreign
Amended returns
Other
Income tax expense

$

$

Dollar and rate effect
October 2, 2016
8,898
100
272
(61 )
508
(290 )
49
(32 )
(372 )
9,072

35 %
1
1
—
2
(1 )
—
—
(2 )
36 %
(Continued)
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(c)

Deferred Taxes
Deferred income taxes result from temporary differences between the values of assets and liabilities for financial reporting purposes and
their corresponding tax basis. Deferred income taxes represent future tax benefits or costs to be recognized when temporary differences
reverse.
The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities for the
year are presented below (in thousands):
October 2,
2016
Deferred income tax assets:
Warranty reserve
Allowance for returns/discounts
Accrued vacation/paid time-off
Bonus accrual
Accounts receivable
Transaction costs related to acquisition
Stock compensation costs
Total deferred income tax assets

$

Deferred income tax liabilities:
Inventory
Prepaid expenses and other
Section 481 adjustment for excess goodwill deduction
Property, plant, and equipment
Goodwill
Intangible assets
Total deferred income tax liabilities
Net deferred tax liabilities

$

881
337
298
110
55
611
1,067
3,359

(178 )
(194 )
(217 )
(1,381 )
(2,226 )
(70,518 )
(74,714 )
(71,355 )

A valuation allowance is required for deferred tax assets if, based on available evidence, it is more likely than not that all or some
portion of the asset will not be realized due to the inability to generate sufficient taxable income in future periods and/or of the character
necessary to utilize the benefit of the deferred tax asset. The more‑likely than‑not criterion means the likelihood of realization is greater
than 50%.
In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or all of
the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future
taxable income during the periods in which those temporary differences become deductible. Management considers the scheduled
reversal of deferred tax liabilities, projected future taxable income, and tax planning strategies in making this assessment.
Although realization of the net deferred tax asset is not assured, management of Company feels that a valuation allowance is not
needed at October 2, 2016 as it is more likely than not that all of the deferred tax assets will be realized as a result of the Company’s
ability to generate sufficient taxable
(Continued)
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income in the periods and/or of the character necessary to utilize the full benefit of the deferred tax assets calculated at October 2,
2016. The Company believes it is no longer subject to federal income tax examinations for periods prior to the fiscal year ending
September 30, 2012 and state income tax examinations for periods prior to fiscal year ended October 2, 2011.
During the fiscal year ended September 27, 2015, the Company was notified by the IRS of an audit of the predecessor federal tax return
for the period ended July 7, 2013. The audit was completed during the current fiscal year and the IRS notified the Company that no
adjustments would be made to the previously filed federal income tax return for the above‑mentioned period.
(10)Defined‑Contribution Plan
Effective June 15, 2007, the Company implemented the Water Pik, Inc. 401(k) Plan (the Plan), which qualifies under Section 401(k) of the
Internal Revenue Code. Under the Plan, U.S. employees may defer up to 60% of their annual compensation up to the annual maximum dollar
amounts established by the IRS.
Effective January 1, 2008, the Plan was amended to adopt an automatic enrollment provision for all eligible employees at a 3% salary
deferral level. During the current fiscal year, the automatic enrollment provision was increased to a 6% salary deferral level. Eligible
employees have the option to decline participation in the Plan or to adjust their salary deferral percentage to a level lower or higher than the
6% automatic enrollment percentage. A discretionary employer contribution (also known as a Safe Harbor Nonelective Contribution) equal to
3% of eligible compensation was established for all eligible employees and vests immediately. The Plan also provides for additional
discretionary contributions by the Company to the Plan, which was 1% of eligible calendar year compensation for the fiscal year ended
October 2, 2016. The employer matching contribution percentage is $0.50 for every $1.00 deferred, up to 6% of the employee’s eligible
compensation deferred and is subject to a four‑year vesting schedule.
Employer contributions for safe harbor and matching of $836,000 associated with the Plan were expensed for the fiscal year ended
October 2, 2016. Based on employee assignment, contributions of $169,000 were allocated to cost of sales and $667,000 were allocated to
operating expenses for the fiscal year ended October 2, 2016.

(Continued)
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(11)Share‑Based Compensation
On July 8, 2013, the Company established the Pik Holdings, Inc. 2013 Stock Option Plan (the Plan), which authorizes equity awards to be
granted for up to 26,286 shares of the common stock of the Company. Prior to the fiscal year ending September 27, 2015, 25,086 share
options were awarded to certain members of management and 1,200 share options were awarded to independent directors of the Company.
During the fiscal year ended October 2, 2016, a member of management resigned his position and forfeited 4,313 share options previously
awarded to him, none of which were exercised. His replacement was awarded 2,200 share options on April 11, 2016 which have an exercise
price of $1,070.15, the fair value of the common stock as time of grant as determined by the August 2015 third-party common stock
valuation. The vesting schedule of the management awards are broken into two tranches, (i) 50% of which vest over the requisite service
period (Time‑based awards) up to 5 years and (ii) 50% of which become exercisable when the Company has an “exit event” (Company
Sale‑based awards) and achieves a certain “equity multiple” on the original “sponsor investments,” all of which are defined in the Plan. The
awards have terms of up to 10 years. The grant-date fair value of all Time-based awards is expensed over the 5‑year vesting period. The
grant‑date fair value of the Company Sale‑based awards will not be expensed unless the Company Sale condition is deemed probable. As of
October 2, 2016, the Company Sale‑based award condition was not deemed probable.
In August 2015 and in connection with a 2015 dividend, the Company modified the exercise price of the Time‑based awards issued to
independent directors of the Company from $1,000 to $646.50 and the exercise price of all of the Sale‑based awards issued to employees
from $1,000 to $293.99. The Company estimated the modification created an incremental increase in the fair value of the awards of $148,000
and $1,928,000 for the Time‑based awards and Sale‑based awards, respectively. Of the incremental increase for the Time‑based awards,
$59,000 was expensed in the fiscal year ending October 2, 2016. The entire increase in the fair value of the Sale‑based awards will not be
expensed unless the Company Sale condition is deemed probable.

(Continued)
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The Company estimated the grant date fair value of the 2016 Time-based and Sale-based awards to both be $1,100,000, and was calculated
based on the Black-Scholes-Merton model and used the following assumptions:
Volatility (1)
Risk-free interest rate (2)
Expected dividend yield (3)
Expected term in years (4)
Weighted average fair value at grant

46 %
0.800
—
3.5
986.10

$

(1)
Since the Company does not have public traded equity securities, the volatility of the options has been estimated using peer group
volatility information over a 3.5‑year period, the liquidity time horizon.
(2)
The risk‑free interest rate is based on a blended rate of the prevailing 3- and 5-year market risk-free rates as of the Valuation Date,
July 31, 2016.
(3)
The Company does not plan to pay any dividends in the near future and current debt covenants restrict the ability to pay future
dividends.
(4)

The Company calculated the expected term based on the liquidity time horizon.

Total compensation expense related to share based options for the fiscal year ending October 2, 2016 was $976,000.
The following table summarizes stock option activity:

Outstanding September 27, 2015
Granted
Exercised
Canceled or forfeited
Outstanding October 2, 2016

Shares
26,286
2,200
—
(4,313 )
24,173

$

Average
exercise price
646.97
1,000
—
—

Contractual
term (in years)
10

Exercisable at October 2, 2016
13,032
Vested at October 2, 2016
13,032
The following table summarizes the shares available for grant as stock options or other share‑based awards under the Plan:
Shares
Available for grant as of September 27, 2015
Authorized
Granted
Forfeited and available for reissuance
Available for grant as of October 2, 2016

—
—
(2,200 )
4,313
2,113
(Continued)
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(12)Commitments and Contingencies
Insurance Reserves and Legal Contingencies
A number of lawsuits, claims, and proceedings have been or may be asserted against the Company relating to the conduct of its business,
including those pertaining to product liability, personal injury, patent infringement, commercial liability, employment and employee
compensation, and benefits. The outcome of any such potential litigation cannot be predicted with certainty, and any such lawsuit, claim, or
proceeding may be determined adversely to the Company. The Company does not believe that the disposition of any such potential matter is
likely to have a material adverse effect on the financial condition or liquidity of the Company.
As a consumer goods manufacturer and distributor, the Company is subject to continuing risk of product liability and related lawsuits
involving claims for substantial monetary damages. The Company has general liability, product liability, and workers’ compensation insurance
coverage. The Company’s insurance coverage provides that its insurers directly pay all costs related to its general liability, product liability,
and workers’ compensation claims, provided, however, the Company is required to reimburse its insurance carrier for policy deductibles and
certain legal costs and expenses.
Loss accruals if and when accrued, for future claims are recorded to cover the probable retained loss portion of general liability, product
liability, and workers’ compensation claims, including both asserted claims and incurred but not reported workers’ compensation claims. As
of October 2, 2016, no such loss accruals were deemed necessary by the Company. Historical experience may not be indicative of future
losses, and the resolution in any reporting period of one or more of these matters could have a material adverse effect on the Company’s
results of operations for that period. The Company’s medical insurance and other employee benefit insurance coverages are under fully
insured plans.

(Continued)
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(13)Related‑Party Transactions
The Company has a professional services agreement with two related parties, MidOcean US Advisor, L.P. (MidOcean) and VCPE III LLC
(Vulcan). As part of this agreement, an annual fee of $1,000,000, payable quarterly, is paid to the same two aforementioned parties, with 60%
of the quarterly fee being paid to MidOcean and 40% being paid to Vulcan. The quarterly management fee is for executive and general
management services. For the fiscal year ended October 2, 2016, such fees included in operating expenses were $1,000,000, all of which
had been paid as of October 2, 2016.
The payable to predecessor on the accompanying consolidated balance sheet is a related‑party transaction and represents a payable of
$3,200,000 related to a contingent liability, recorded at fair value, as of October 2, 2016. The contingent liability that is recalculated annually
is based on the future expected tax benefit expected to be realized on tax returns of the Company that resulted from the predecessor’s
stepped‑up basis that was carried forward to the new owners, and amounts payable are classified between current and long‑term liabilities
based on the expected tax deductions to be realized in fiscal year 2017. The change in fair value for the fiscal year ended October 2, 2016,
of $776,000 is recorded as a change in fair value of contingent liability to predecessor in the accompanying consolidated statement of
income.
(14)Subsequent Events
As of December 9, 2016, the date the consolidated financial statements were available to be issued, the Company has not identified any
subsequent events, other than those previously identified, that require disclosure or inclusion in these consolidated financial statements.
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EXHIBIT 99.3

PIK HOLDINGS, INC.
Unaudited Condensed Consolidated Financial Statements
July 2, 2017

1

PIK HOLDINGS, INC.
Unaudited Condensed Consolidated Balance Sheets
July 2, 2017 and October 2, 2016
(in thousands, except share and per share amounts)
Assets

July 2, 2017

Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts of $210 and $150
at July 2, 2017 and October 2, 2016, respectively
Inventories, net
Refundable income taxes
Prepaid insurance
Other current assets
Total current assets
Property, plant, and equipment, net
Goodwill
Intangible assets and other assets, net
Total assets

$

10,977

$

39,935
37,391
—
342
2,413
91,058
23,271
215,363
197,341
527,033

October 2, 2016

$

7,350

$

45,952
32,599
1,482
703
1,602
89,688
21,774
215,363
206,251
533,076

Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable
Accrued income taxes
Payable to predecessor
Accrued liabilities
Total current liabilities

$

Long-term debt (net of debt issuance and original issue discount costs
combined of $7,361 and $9,198 at July 2, 2017 and October 2, 2016,
respectively)
Deferred income taxes
Payable to predecessor - net of current portion
Total liabilities
Stockholders’ equity:
Common stock, $0.01 par value. Authorized 250,000 shares; issued and
outstanding, 138,001 shares at July 2, 2017 and October 2, 2016,
respectively
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss
Total stockholders’ equity
Total liabilities and stockholders’ equity

$

See accompanying notes to condensed consolidated financial statements (unaudited)

2

20,048
111
7
12,135
32,301

$

18,844
81
1,516
16,436
36,877

339,407
69,324
1,684
442,716

357,570
71,355
1,684
467,486

1
142,056
(57,495 )
(245 )
84,317
527,033

1
141,212
(75,409 )
(214 )
65,590
533,076

$

PIK HOLDINGS, INC.
Unaudited Condensed Consolidated Statements of Income
(in thousands)
For the Quarter
Ending
July 2,
2017
Sales
Cost of sales
Gross profit
Operating expenses:
Selling expenses
General and administrative expenses
Research and development expenses
Amortization of intangibles
Total operating expenses
Operating profit
Other expense:
Interest expense
Transaction costs
Other
Total other expense
Income before income taxes
Income tax expense
Net income

$

61,602
31,463
30,139

For the Quarter
Ending
June 26,
2016
$

8,761
2,715
2,035
2,968
16,479
13,660

$

See accompanying notes to condensed consolidated financial statements (unaudited)
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6,880
145
(24 )
7,001
6,659
2,563
4,096

56,463
29,150
27,313
7,415
2,560
2,008
2,968
14,951
12,362

$

7,098
422
9
7,529
4,833
1,893
2,940

PIK HOLDINGS, INC.
Unaudited Condensed Consolidated Statements of Income
(in thousands)

Sales
Cost of sales
Gross profit
Operating expenses:
Selling expenses
General and administrative expenses
Research and development expenses
Amortization of intangibles
Total operating expenses
Operating profit
Other expense:
Interest expense
Transaction costs
Other
Total other expense
Income before income taxes
Income tax expense
Net income

For the Three Quarters
Ending
July 2,
2017

For the Three Quarters
Ending
June 26,
2016

$

$

$

See accompanying notes to condensed consolidated financial statements (unaudited)

4

200,740
102,322
98,418

176,724
92,441
84,283

25,559
7,989
5,948
8,905
48,401
50,017

21,998
7,340
5,514
8,905
43,757
40,526

20,864
283
(50 )
21,097
28,920
11,006
17,914

21,628
1,090
216
22,934
17,592
6,788
10,804

$

PIK HOLDINGS, INC.
Unaudited Condensed Consolidated Statements of Comprehensive Income
(in thousands)
For the Quarter
Ending July 2,
2017
Net income
Other comprehensive income, net of tax – translation adjustment
Total comprehensive income

$
$

4,096
47
4,143

For the Quarter Ending
June 26,
2016
$
$

For the Three Quarters
Ending July 2,
2017
Net income
Other comprehensive loss, net of tax – translation adjustment
Total comprehensive income

$
$

See accompanying notes to condensed consolidated financial statements (unaudited)

5

17,914
(31 )
17,883

2,940
16
2,956

For the Three Quarters
Ending June 26,
2016
$
$

10,804
(79 )
10,725

PIK HOLDINGS, INC.
Unaudited Condensed Consolidated Statements of Stockholders’ Equity
(In thousands, except share amounts)

Common
stock
shares
Balance, September 27, 2015

Amount

138,001

$

Retained
earnings
(accumulated
deficit)

Additional
paid-in
capital
1

$

140,236

$

(91,762 )

Accumulated
other
comprehensive
loss
$

(49 )

Net income

—

—

—

10,804

Foreign currency
translation adjustment

—

—

—

—

(79 )

Compensation cost
associated with stock
option awards

—

—

803

—

—

Balance, June 26, 2016

138,001

$

Balance, October 2, 2016

138,001

$

10,804
(79 )

803

$

141,039

$

(80,958 )

$

(128 )

$

59,954

1

$

141,212

$

(75,409 )

$

(214 )

$

65,590

—

—

17,914

Foreign currency
translation adjustment

—

—

—

—

(31 )

Compensation cost
associated with stock
option awards

—

—

844

—

—

$

48,426

1

—

138,001

$

—

Net income

Balance, July 2, 2017

Total
stockholders’
equity

1

$

See accompanying notes to condensed consolidated financial statements (unaudited)

6

142,056

$

(57,495 )

—

$

(245 )

17,914
(31 )

844

$

84,317

PIK HOLDINGS, INC.
Unaudited Condensed Consolidated Statements of Cash Flows
(In thousands)
For the Three
Quarters Ending July
2,
2017

For the Three
Quarters Ending June
26,
2016

$

$

Cash flows from operating activities:
Net income

17,914

10,804

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Amortization of debt issuance costs
Accretion of original issue discount costs

12,302

12,159

1,024

1,036

814

Deferred tax benefit

823

(2,031 )

Compensation cost associated with stock option awards
Other

(3,170 )

844

803

8

143

Change in operating assets and liabilities:
Accounts receivable
Inventories
Refundable income taxes
Prepaid insurance
Other current assets

6,017

1,358

(4,792 )

(7,681 )

1,482

0

361

704

(811 )

Accounts payable

(1,859 )

1,204

Accrued income taxes

1,925

30

Payable to predecessor, net of revaluation

2,908

(1,509 )

Accrued liabilities

(3,060 )

(4,301 )

Net cash provided by operating activities

4,393

28,556

21,286

(4,903 )

(3,728 )

Cash flows from investing activities:
Acquisition of property, plant and equipment
Proceeds from the disposition and sale of equipment

5

Net cash used in investing activities

10

(4,898 )

(3,718 )

(20,000 )

(22,000 )

(20,000 )

(22,000 )

Cash flows from financing activities:
Principal payments on long-term debt
Net cash used in financing activities
Effect of exchange rate changes

(31 )

Increase (decrease) in cash and cash equivalents

(79 )

3,627

Cash and cash equivalents at beginning of period

(4,511 )

7,350

Cash and cash equivalents at end of period

$

See accompanying notes to condensed consolidated financial statements (unaudited)
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10,977

13,636
$

9,125

(1)

Description of Business
Pik Holdings, Inc., a Delaware corporation, (and its subsidiaries collectively referred to as Company) was incorporated May 13, 2013 in
anticipation of the purchase of 100% of the capital stock of EGWP Acquisition Corp., a Delaware corporation, and its subsidiaries. The
acquisition occurred on July 8, 2013 (Acquisition). The primary operating entity and a wholly owned subsidiary of the Company is Water Pik,
Inc. The Company is a leader in designing, manufacturing, and marketing personal healthcare products, including consumer and professional
oral healthcare products and showerheads. The Company’s personal healthcare products are sold through a variety of channels, including
home centers, mass merchandisers, drug store chains, specialty retailers, dental professionals, online and television.
Pik Holdings, Inc. does not have material activities, assets, or liabilities other than those of Water Pik, Inc.

(2)

Basis of Presentation
The condensed consolidated balance sheets as of July 2, 2017 and October 2, 2016, the condensed consolidated statements of income,
comprehensive income and cash flows for the quarter and three quarters ended July 2, 2017 and June 26, 2016 and, the condensed
statements of cash flow and stockholders’ equity for the three quarters ended July 2, 2017 and June 26, 2016 have been prepared by the
Company. In the opinion of management, all adjustments (which include only normal recurring adjustments) necessary to present fairly the
financial position at July 2, 2017 and results of operations and cash flows for all periods presented have been made.
Certain information and footnote disclosures normally included in financial statements prepared in accordance with generally accepted
accounting principles (“U.S. GAAP”) in the United States have been condensed or omitted. These condensed consolidated financial
statements should be read in conjunction with the Company’s audited consolidated financial statements and notes thereto for the year ended
October 2, 2016. The results of operations for the period ended July 2, 2017 are not necessarily indicative of the operating results for the full
year.

(3)

Inventories
Inventories consist of the following (in thousands):
July 2,
2017
Raw material and supplies
Work in process
Finished goods
Total inventories at lower of first-in, first-out cost or market
Adjustment to reduce values to LIFO basis
Total inventories, LIFO basis

$

$
8

October 2,
2016
835
270
37,558
38,663
(1,272 )
37,391

562
224
33,085
33,871
(1,272 )
32,599

(4)

Property, Plant, and Equipment
Property, plant, and equipment comprise the following (in thousands):

Land
Buildings and improvements
Machinery and equipment
Tooling
Computers
Other

Useful life
(in years)
—
3–20
7
3–5
3
3–5

July 2,
2017
$

Property, plant, and equipment
Accumulated depreciation
Property, plant, and equipment, net

$

October 2,
2016
2,750
9,039
2,571
20,381
1,350
2,737

2,750
8,985
2,327
16,432
1,221
2,302

38,828
(15,557 )

34,017
(12,243 )

23,271

21,774

Depreciation expense was $1,121,000 and $1,109,000 for the quarters ended July 2, 2017 and June 26, 2016, respectively. Depreciation
expense was $3,397,000 and $3,254,000 for the three quarters ending July 2, 2017 and June 26, 2016, respectively.
(5)

Intangible Assets and Other Assets
Intangible assets and other assets comprise the following (in thousands):

Domestic customer relationships
Trade names
Developed technology
International customer relationships
Noncompete agreements
Long-term deposits

Amortization
period
14 years
Indefinite
9–12 years
1.25–9 years
2 years
N/A

Less accumulated amortization
Total intangible assets, and other assets, net

$

$

July 2,
2017
140,210
84,040
20,100
183
21
219
244,773
(47,432 )
197,341

October 2,
2016
140,210
84,040
20,100
183
21
224
244,778
(38,527 )
206,251

Amortization expense was $2,968,000 for the quarters ended July 2, 2017 and June 26, 2016. Amortization expense was $8,905,000 for the
three quarters ended July 2, 2017 and June 26, 2016.
Future amortization expense for finite lived intangibles for the next five fiscal years will approximate $11,871,000, $11,863,000, and
$11,863,000, $11,863,000, and $11,863,000 for fiscal years 2017, 2018, 2019, 2020, and 2021, respectively.
9

(6)

Accrued Liabilities
Accrued liabilities comprise the following (in thousands):
July 2,
2017
Customer incentives
Salaries, wages, related taxes, and withholdings
Warranty
Other
Interest
Total accrued liabilities

(7)

$

October 2,
2016
5,073
4,230
2,127
497
208
12,135

$

7,796
5,364
2,383
681
212
16,436

Long‑Term Debt
The Company’s long‑term debt comprises the following (in thousands):
July 2,
2017
First lien term loan
Second lien term loan
Total long-term debt
Original issue discount and debt issuance costs, net
Long-term debt, net

(8)

$

$

249,768
97,000
346,768
(7,361 )
339,407

October 2,
2016
259,768
107,000
366,768
(9,198 )
357,570

Share‑Based Compensation
On July 8, 2013, the Company established the Pik Holdings, Inc. 2013 Stock Option Plan (the Plan), which authorizes equity awards to be
granted for up to 26,286 shares of the common stock of the Company. As of the fiscal year ending October 2, 2016 and the period ending
July 2, 2017, there were 24,323 and 24,973 share options awarded, respectively. A total of 650 options award were granted between October
2, 2016 and July 2, 2017 at an exercise prices of $1,856.79, the fair value of the common stock at time of grant as determined by the July
31, 2016 third-party common stock valuation.
The vesting schedule of the management awards are broken into two tranches, (i) 50% of which vest over the requisite service period (Time
based awards) up to 5 years and (ii) 50% of which become exercisable when the Company has an “exit event” (Company Sale based awards)
and achieves a certain “equity multiple” on the original “sponsor investments,” all of which are defined in the Plan. The awards have terms of
up to 10 years. The grant-date fair value of all Time-based awards is expensed over the 5 year vesting period. The grant date fair value of the
Company Sale based awards will not be expensed unless the Company Sale condition is deemed probable. As of October 2, 2016 and July
2, 2017, the Company Sale based award condition was not deemed probable.
Total compensation expense related to share based options was $281,000 and $269,000 for the quarters ended July 2, 2017 and June 26,
2016, respectively, and $844,000 and $803,000 for the three quarters ended July 2, 2017 and June 26, 2016, respectively.

(9)

Commitments and Contingencies
Insurance Reserves and Legal Contingencies
A number of lawsuits, claims, and proceedings have been or may be asserted against the Company relating to the conduct of its business,
including those pertaining to product liability, personal injury, patent infringement, commercial liability, employment and employee
compensation, and benefits. The outcome
10

of any such potential litigation cannot be predicted with certainty, and any such lawsuit, claim, or proceeding may have an adverse outcome
to the Company. The Company does not believe that the disposition of any such potential matter is likely to have a material adverse effect
on the financial condition or liquidity of the Company.
As a consumer goods manufacturer and distributor, the Company is subject to continuing risk of product liability and related lawsuits
involving claims for substantial monetary damages. The Company has general liability, product liability, and workers’ compensation insurance
coverage. The Company’s insurance coverage provides that its insurers directly pay all costs related to its general liability, product liability,
and workers’ compensation claims, provided, however, the Company is required to reimburse its insurance carrier for policy deductibles and
certain legal costs and expenses.
Loss accruals, if and when accrued, for future claims are recorded to cover the probable retained loss portion of general liability, product
liability, and workers’ compensation claims, including both asserted claims and incurred but not reported workers’ compensation claims. As
of July 2, 2017 and October 2, 2016, no such loss accruals were deemed necessary by the Company. Historical experience may not be
indicative of future losses, and the resolution in any reporting period of one or more of these matters could have a material adverse effect on
the Company’s results of operations for that period. The Company’s medical insurance and other employee benefit insurance coverages are
under fully insured plans.
(10) Related‑Party Transactions
The Company has a professional services agreement with two related parties, MidOcean US Advisor, L.P. (MidOcean) and VCPE III LLC
(Vulcan). As part of this agreement, an annual fee of $1,000,000, payable quarterly, is paid to the same two aforementioned parties, with
60% of the quarterly fee being paid to MidOcean and 40% being paid to Vulcan. The quarterly management fee is for executive and general
management services. For the quarters ending July 2, 2017 and June 26, 2016 such fees included in operating expenses were $250,000. For
the three quarters ended July 2, 2017 and June 26, 2016 such fees included in operating expenses were $750,000.
The payable to predecessor of $1,691,000 and $3,200,000 as of July 2, 2017 and June 26, 2016, respectively, on the accompanying
condensed consolidated balance sheets is a related party payable related to a contingent liability. The contingent liability is recalculated
annually, at each fiscal year-end, and is recorded at fair value based on the future expected tax benefit expected to be realized on tax returns
of the Company that resulted from the predecessor’s stepped up basis that was carried forward to the new owners, and amounts payable are
classified between current and long term liabilities based on the expected payment timing to predecessor.
This annual payment to predecessor ceases and terminates beginning for any taxable year or portion thereof beginning with a change of
control. The Company did not adjust the $1,691,000 balance as of July 2, 2017 as a definitive agreement to acquire the Company had not
been signed as of that date.
(11) Subsequent Events
On July 17, 2017, Church & Dwight Co., Inc. (NYSE:CHD) signed a definitive agreement to acquire the Company for approximately $1 billion
in cash. The transaction, which was subject to regulatory approval and other customary conditions, closed on August 7, 2017.
As of July 26, 2017 the date the consolidated financial statements were available to be issued, the Company has not identified any
subsequent events, other than those previously identified, that require disclosure or inclusion in these consolidated financial statements.
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EXHIBIT 99.4
UNAUDITED CONDENSED COMBINED PRO FORMA FINANCIAL DATA
On August 7, 2017, Church & Dwight Co., Inc. (the “Company”) completed its previously announced acquisition (the “Acquisition”) of all of the
issued and outstanding shares of capital stock of PIK Holdings, Inc. (“Pik Holdings”) pursuant to the Stock Purchase Agreement (the “Agreement”), dated as
of July 17, 2017, by and among the Company, Pik Holdings, the stockholders of Pik Holdings (the “Company Stockholders”) and MidOcean Partners III, L.P.
in its capacity as a Company Stockholder and as the representative of the Company Stockholders. Pik Holdings is a water-jet technology company that
designs and sells both oral water flossers and shower heads. Pursuant to the terms of the Agreement, the total purchase price of Pik Holdings’s outstanding
shares of capital stock, which was subject to adjustment based on the closing working capital of Pik Holdings and its subsidiaries, consisted of total cash
consideration of $1.033 billion.
The Company financed the acquisition of Pik Holdings with a portion of the proceeds from an underwritten public offering of $1,425.0 aggregate
principal amount of senior notes completed on July 25, 2017, consisting of $300.0 aggregate principal amount of Floating Rate Senior Notes due 2019,
$300.0 aggregate principal amount of 2.450% Senior Notes due 2022, $425.0 aggregate principal amount of 3.150% Senior Notes due 2027 and $400.0
aggregate principal amount of 3.950% Senior Notes due 2047. The remaining proceeds were used to pay down in its entirety and terminate the Company’s
$200.0 term loan and to repay a portion of the Company’s outstanding commercial paper borrowings.
The following unaudited condensed combined pro forma financial information is presented to illustrate the estimated effects of the acquisition and
the financing transactions.
Pik Holdings operates on a 52-or 53 week fiscal year ending on the Sunday closest to September 30. As a result, Pik Holdings’ most recent fiscal year
ended October 2, 2016 and its most recent fiscal quarter ended July 2, 2017. The unaudited condensed combined pro forma statements of income for the year
ended December 31, 2016 combines the Company’s audited consolidated statements of income for the year ended December 31, 2016 with Pik Holdings’
audited consolidated statements of income statement for its year ended October 2, 2016. The unaudited condensed combined pro forma statements of income
for the six months ended June 30, 2017 combines the Company’s condensed unaudited consolidated statements of income for the six months ended June 30,
2017 with Pik Holdings’ condensed unaudited consolidated statements of income for the six months ended April 2, 2017. The unaudited pro forma
statements of income for the fiscal year ended 2016 give effect to the acquisition as if it occurred on January 1, 2016. The unaudited condensed combined
pro forma balance sheet as of June 30, 2017 combines the historical balance sheet of the Company as of June 30, 2017 and Pik Holdings’ historical balance
sheet as of July 2, 2017, and gives effect to the acquisition as if it occurred on June 30, 2017.
The unaudited condensed combined pro forma financial information is presented for illustrative purposes only and should not be considered
indicative of the actual financial position or results that would have been achieved had the acquisition been consummated on the dates indicated and do not
purport to indicate balance sheet data or results of operations as of any future date or any future period. In applying the acquisition method of accounting for
the transaction, the tangible and intangible assets acquired and the liabilities assumed will be recognized at their respective fair values at the time the
transaction is consummated. The excess of the estimated purchase cost over the historical basis of the net assets to be acquired has been allocated in the
accompanying unaudited condensed combined pro forma financial information based upon preliminary appraisal estimates and certain assumptions that
management believes are reasonable. The actual allocation is subject to finalization of the appraisal and the determination of any working capital
adjustment, and the actual allocation of the purchase cost and the resulting effect on income from operations may differ significantly from the pro forma
amounts included herein. The estimated adjustments are described in the accompanying footnotes.
The unaudited condensed combined pro forma financial statements and accompanying notes thereto should be read in conjunction with the
Company’s historical financial statements and notes thereto included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2016
and the Company’s Quarterly Report on Form 10-Q for the quarters ended March 31, 2017 and June 30, 2017.

Unaudited Pro Forma Condensed Combined
Statement of Income for the Year Ended
CHD
Dec. 31, 2016

(In millions, except per share data)
Net Sales
Cost of sales

$

Gross Profit
Marketing expenses

3,493.1
1,902.5

PIK HOLDINGS
Oct. 2, 2016
$

246.2
128.7

1,590.6
427.2

117.5
12.9

Selling, general and administrative expenses

439.2

48.7

Income from Operations
Equity in Income of Affiliates
Investment earnings
Other income, net
Interest expense

724.2
9.2
1.7
(1.5 )
(27.7 )

Income before Income Taxes
Income taxes
Net Income

705.9
246.9
459.0

$

Weighted average shares outstanding - basic
Weighted average shares outstanding - diluted
Net Income per share - basic
Net Income per share - diluted

$

Pro Forma
Adjustments

Pro
Forma
$

$

1.2 (d)
0.4 (h)
(1.6 )
-

1,706.5
440.1
488.3

55.9
(1.1 )
(29.3 )

(2.7 ) (c)
0.4 (d)
2.7 (h)
(2.0 )
(10.1 ) (e)

25.5
9.1
16.4

(12.1 )
(3.9 ) (f)
(8.2 )

719.3
252.1
467.2

$

778.1
9.2
1.7
(2.6 )
(67.1 )

$

257.6
262.1
$
$

1.78
1.75

3,739.3
2,032.8

257.6
262.1
$
$

1.81
1.78

Unaudited Pro Forma Condensed Combined
Statement of Income for the Six Months Ended
CHD
(In millions, except per share data)
Net Sales
Cost of sales

PIK HOLDINGS

$

1,775.2
965.5

$

139.1
70.9

Gross Profit
Marketing expenses

809.7
221.7

68.2
7.2

Selling, general and administrative expenses

268.7

24.7

Income from Operations
Equity in Income of Affiliates
Investment earnings
Other income, net
Interest expense
Income before Income Taxes
Income taxes
Net Income

319.3
5.2
0.7
(0.7 )
(17.5 )
307.0
102.6
204.4

36.3
(0.1 )
(14.0 )
22.2
8.4
13.8

$

Weighted average shares outstanding - basic
Weighted average shares outstanding - diluted
Net Income per share - basic
Net Income per share - diluted

Pro Forma
Adjustments

April 2, 2017

June 30, 2017

$

Pro Forma
$

$

$

0.6 (d)
0.2 (h)
(0.8 )
(1.4 ) (c)
0.2 (d)
1.4 (h)
(1.0 )
(5.0 ) (e)
(6.0 )
(2.2 ) (f)
(3.8 )

877.1
228.9
293.6

$

252.0
257.7
$
$

0.81
0.79

1,914.3
1,037.2

354.6
5.2
0.7
(0.8 )
(36.5 )
323.2
108.8
214.4
252.0
257.7

$
$

0.85
0.83

Unaudited Pro Forma Condensed Combined
Balance Sheet
(Dollars in millions, except share and per share data )
Assets
Current Assets.
Cash and cash equivalents

CHD as of
June 30, 2017

$

Accounts receivable, less allowances of $1.9
Inventories
Other current assets
Total Current Assets
Property, Plant and Equipment, Net
Equity Investment in Affiliates
Tradenames and Other Intangibles
Goodwill
Other Assets
Total Assets
Liabilities and Stockholders' Equity
Current Liabilities
Short-term borrowings
Accounts payable and accrued expenses
Income taxes payable
Total Current Liabilities

$

$

Long-term Debt

Deferred Income Taxes
Deferred and Other Long-term Liabilities
Total Liabilities
Commitments and Contingencies
Stockholders' Equity
Preferred Stock, $1.00 par value,
Authorized 2,500,000 shares; none issued
Common Stock, $1.00 par value,
Authorized 600,000,000 shares; 292,855,100 shares issued
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income
Common stock in treasury, at cost:
43,571,217 shares
Total Stockholders' Equity
Total Liabilities and Stockholders’ Equity

PIK HOLDINGS
as of July 2, 2017

237.6

$

39.9
37.4
2.7
91.0

573.2
9.5
1,561.8
1,534.7

23.3
197.3
215.4

110.6
4,667.0

629.3
581.6
0.8
1,211.7

$

$

527.0

32.1
0.1
32.2

894.1

339.4

524.7
188.2
2,818.7

69.3
1.7
442.6

-

-

(41.3 )
(1,696.0 )
1,848.3
4,667.0

$

Pro Forma

11.0

303.8
292.3
43.5
877.2

292.8
258.1
3,034.7

$

Pro Forma
Adjustments

$

$

33.0 (a)
33.0

608.7
9.5
2,167.3
2,077.0

408.2 (a)
(215.4 ) (a)
542.3 (a)

$

780.3

$

(168.3 ) (g)

$

(168.3 )
1,425.0
(339.4 )
(200.0 )
(12.7 )
161.8
(1.7 )
864.7

(g)
(a)
(g)
(g)
(a)
(a)

142.1
(57.5 )

(142.1 ) (b)
57.5 (b)

(0.2 )

0.2 (b)

84.4
527.0

343.7
329.7
79.2
1,001.2

12.2 (a)

$

$

(84.4 )
780.3

248.6

110.6
5,974.3

461.0
613.7
0.9
1,075.6
2,106.4

755.8
188.2
4,126.0

292.8
258.1
3034.7

$

(41.3 )
(1,696.0 )
1,848.3
5,974.3

Church & Dwight Co., Inc. and Subsidiaries
Notes to Unaudited Condensed Combined Pro Forma Financial Statements
(Dollars in millions)
a) For the purposes of these pro forma condensed combined financial statements, the Company determined that the value of the total purchase
consideration for Pik Holdings, Inc. was $1,033 billion, plus closing cash and subject to adjustment based on the closing working capital.
The following is a summary of the calculation of the purchase price, as described above, as well as the preliminary allocation of the purchase price to
the fair value of the net assets acquired:
Purchase of Pik Holdings
Less: fair value of net assets acquired
Excess purchase price over net assets acquired

$

1,033.0
(490.7 )
542.3

$

The book value of the net assets as of July 2, 2017 was $84.4. The estimated fair value of the net assets acquired, based on the preliminary purchase
price allocation, was $490.7. The following is a reconciliation between the two amounts:
Book value of net assets
Adjustment of PP&E to fair value
Preliminary Adjustment of Intangible assets to fair value
Eliminate Pik Holdings existing goodwill
Deferred tax impact of allocation
Extinguishment of debt simultaneous with closing
Acquired cash reimbursed to seller
Establish tax receivable associated with deductible transaction costs
Extinguishment of predecessor liability with closing

$

$

84.4
12.2
408.2
(215.4 )
(161.8 )
339.4
(11.0 )
33.0
1.7
490.7

b) To eliminate net assets acquired from Stockholders’ Equity
c) To adjust intangible asset amortization expense based on preliminary purchase price allocation. Useful life ranges from 5- 15 years.
d) To record additional depreciation expense associated with the fair value of PP&E over approximately 8 years.
e) To record incremental interest expense and deferred financing amortization expense

Fiscal Year
2016
Additional amount borrowed.
$1,425 @ a blended rate of 2.87%

$

Deferred financing costs and
bond discount amortization
Less: Interest on debt paid down
Less: Pik Holdings reported interest expense
Incremental Expense

$

Six months
2017

40.9

$

20.4

1.6

0.7

(3.1 )

(2.1 )

(29.3 )

(14.0 )

10.1

$

5.0

f) To record the tax impact of acquired business results and pro forma adjustments at the Company’s statutory tax rate of 38.5%
g) To record proceeds from the debt issuance, the repayment of the entire $200 million term loan, the repayment a portion of the Company’s
outstanding commercial paper borrowings and the bond discount and deferred financing costs.
Proceeds and Use of Debt Issuance
Face Value of Bonds and Term Loan
Used for:
Pik Holdings Acquisition
Acquired Cash
Bond discount and financing fees
Repayment of existing term loan
Repayment of a portion of commercial paper
Net

$

1,425.0

$

(1,033.0 )
(11.0 )
(12.7 )
(200.0 )
(168.3 )
-

h) To record stock option expense associated with the exchange of Pik Holdings stock options for Company stock options for certain former Pik
Holdings employees.

