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FORM 10-K

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

(Mark One)

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 1993

OR

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

For the transition period from to

Commission file number 1-211 6

Armstrong World Industries, Inc.

(Exact name of registrant as specified in its @rart

Pennsylvania 23-0366390
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

P. O. Box 3001, Lancaster, Pennsylvania 17604
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area ¢otié) 397-0611

Securities registered pursuant to Section 12(b) afie Act:

Name of eac h exchange on
Title of each class which r egistered
Common Stock ($1 par value) New York St ock Exchange, Inc.
Preferred Stock Purchase Rights Pacific Sto ck Exchange, Inc. (a)
9-3/4% Debentures Due 2008 Philadelphi a Stock Exchange, Inc. (a)
(@) Co mmon Stock and Preferred

St ock Purchase Rights only



Securities registered pursuant to Section 12(g) die Act:
None

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months, and (2)de@s subject to such filing requirements for thst|®0 days.

Yes X No

Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K is oontained herein, and will not be
contained, to the best of registrant's knowledgeefinitive proxy or information statements incorated by reference in Part Il of this Form
10-K or any amendment to this Form 10-K. [X]

The aggregate market value of the Common Stockgitrant held by non- affiliates of the registraased on the closing price ($56.625 per
share) on the New York Stock Exchange on Januar{2®4, was approximately $1.8 billion. For thegmsges of determining this amount
only, registrant has defined affiliates as inclyd{a) the executive officers named in Item 10 & ft0-K Report, (b) all directors of registrant,
and (c) each shareholder that has informed regidisaFebruary 14, 1994, as having sole or shaptidy power over 5% or more of the
outstanding Common Stock of registrant as of Deearh, 1993.

This amount does not include the 5,527,692 shdr8sres A ESOP Convertible Preferred Stock asexfdinber 31, 1993, which vote with
the Common Stock as if converted and have an agtgédiguidation preference of $263,947,293, held/t@ion Bank, N.A., as Trustee of t
Company's Employee Stock Ownership Plan.

As of January 28, 1994, the number of shares adstg of registrant's Common Stock was 37,252,580.
Documents Incorporated by Reference

Portions of the Proxy Statement dated March 144 188ative to the April 25, 1994, annual meetifighe shareholders of registrant (the
"Company's 1994 Proxy Statement") have been incatpd by reference into Part Ill of this Form 1(REport.
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PART |

Item 1. Business

Armstrong World Industries, Inc. is a Pennsylvacoaporation incorporated in 1891. The Companyrisaaufacturer of interior furnishings,
including floor coverings, building products andriture, which are sold primarily for use in therfishing, refurbishing, repair,
modernization and construction of residential, carsial and institutional buildings. It also manufaes various industrial and other
products. In late 1989, most of the assets (prisgnarventory and plant, property and equipment)hef Company's carpet operations and the
Company's subsidiary, Applied Color Systems, Iwere divested. Unless the context indicates otlserythe term "Company" means
Armstrong World Industries, Inc. and its consolathsubsidiaries.

Industry Segments

The company operates worldwide in four reportabnsents: floor coverings, building products, furngt, and industry products. Floor
coverings sales include resilient floors, cerarig; and accessories.

Industry segments
at December 31 (millions) 1993 1992 1991

Net trade sales:

Floor coverings $1,191.3 $1,134.9  $1,058.0
) Building products 586.7 656-7 -------- 6 76-3
 Furniture 4497 4384 4179
) Industry products 297.7 319-8 -------- 2 87-1
Total net sales $2,525.4 $2,549.8  $2,439.3

Operating profit (Note 2):

Floor coverings $ 129.8 $ 302 $ 846
) Building products 30.5 (7':%) -------- ;167-
 Furniture 266 103 182
) Industry products 32.8 35-4 --------- 4 3:-L
Total operating profit $ 219.7 $ 68.6 $ 192.6

Depreciation and
amortization:

Floor coverings $ 61.0 $ 655 $ 67.0
) Building products 33.1 37-1 --------- 3 5:-L
 Fumniture 129 135 136
) Industry products 13.1 11-6 --------- 1 14-1
) Corporate $ 9.9 Qé ---------- 8 2-

Total depreciation
and amortization $ 130.0 $ 1369 $ 1353




Capital additions (See Note 1 on
page 8):

Floor coverings $ 59.1 $ 487 $ 61.0
) Building products 23.8 254 --------- 3 9:-L
* Furniture 100 83 67
) Industry products 20.7 293 --------- 2 16-3
) Corporate 4.0 41 ---------- 5 3-
Total capital additions $ 117.6 $ 1158 $ 1337

Identifiable assets (See Note 1 on
page 8):

Floor coverings $ 808.0 $ 8356 $ 9151
) Building products 475.2 4916 -------- 5 56-0
) Furniture 234.6 2387 -------- 2 39-7
) Industry products 203.8 1929 -------- l 88-6
) Corporate 207.7 2510 -------- 2 50-5
Total assets $1,929.3 $2,009.8  $2,149.9

Note 2:
Restructuring charges
in operating profit (millions) 1993 1992 1991

Floor coverings $27.7 $80.8 $3.0
) Building products 13.7 35043
 Furniture 6 a8 3
) Industry products 12.9 125--22-
Total restructuring charges
in operating profit $54.9 $133.1 $9.8

Narrative Description of Business

The Company manufactures and sells interior fuings) including floor coverings (resilient flooriragnd all ceramic tile), building products,
and furniture, and makes and markets a varietpe€iglty products for the building, automotive,tilex and other industries. The Company's
activities extend worldwide.

Floor Coverings

The Company is a prominent manufacturer of floarecimgs for the interiors of homes and commeramal mstitutional buildings, with a
broad range of resilient flooring, ceramic tile flwors, walls and countertops, together with adhess installation and maintenance materials
and accessories. Resilient flooring, in both sheeittile form, is made in a wide variety of typdssigns, and colors. Included are types of
flooring that offer such features as ease of itattah, reduced maintenance (no-wax), and cushgpfongreater underfoot comfort. Ceramic
products include glazed wall and floor tile and otar(a portion of which is imported) and glazed andlazed ceramic mosaic tile, all
featuring a range of designs and colors, as wejuasry tile, natural stone and related installapooducts. Floor covering products are sol
the commercial and residential market segmentsitfirovholesalers, retailers, and contractors, arldegdotel/motel and manufactured hol
industries. Ceramic products also are sold thraabs service centers operated by American OldarCbmpany, Inc. ("American Olean")
wholly-owned subsidiary which manufactures and raterkeramic tile.

Building Products

A major producer of ceiling materials in the Unitgthtes and abroad, the Company markets both resitend architectural ceiling systems.
Ceiling materials for the home are offered in aetgrof types and designs; most provide noise riédn@nd incorporate Company-designed
features intended to permit ease of installatidresE residential ceiling products are sold throublesalers and retailers. Architectural
ceiling systems, designed for use in shopping centéfices, schools, hospitals, and other comraégsid institutional structures, are
available in numerous colors, performance charities and designs and offer characteristics ssaraustical control, rated fire protecti



and aesthetic appeal. Architectural ceiling



materials and accessories, along with acoustictlpaaels, are sold by the Company to ceiling systeontractors and to resale distributors.
Furniture

A wholly-owned subsidiary, Thomasville Furniturelirstries, Inc., and its subsidiaries manufactuceraarket traditional and contemporary
wood and upholstered furniture for use in diningms, bedrooms, living rooms, hotels/motels andratesidential and commercial interior
areas. Thomasuville furniture is sold to retailemntract accounts and government agencies. Tholeealso manufactures both assembled
and ready-to-assemble furniture which is sold tailers, wholesalers and contract accounts unageAtmstrong name. In addition, it sells a
line of imported furniture made by other producers.

Industry Products

The Company, including a number of its subsidiameakes and sells a variety of specialty produmt$éHe building, automotive, textile and
other industries. These products include flexibpepnsulation sold for use in construction aneiiginal equipment manufacture; gasket
materials for new equipment and replacement usieeimutomotive, farm equipment, appliance, andratftistries; textile mill supplies
including cots and aprons sold to equipment marnurfars and textile mills; adhesives; and certaik @ooducts. Industry products are sold,
depending on type and ultimate use, to original@gent manufacturers, contractors, wholesalersidators and end users.

The principal raw materials used in the manufactiirtdne Company's products are synthetic resimsber, plasticizers, latex, mineral fibers
and fillers, clays, starches, perlite, and pigmanis inks. In addition, the Company uses a wideetsapf other raw materials. Most raw
materials are purchased from sources outside aEtimpany. The Company also purchases significanuats of packaging materials for the
containment and shipment of its various productging 1993, adequate supplies of raw materials \@eadable to all of the Company's
industry segments.

Customers' orders for the Company's products astlyrfor immediate shipment. Thus, in each indusegment, the Company has
implemented inventory systems, including its "jstime" inventory system, pursuant to which ordans promptly filled out of inventory on
hand or the product is manufactured to meet thgetgldate specified in the order. As a resultreéh@storically has been no material backlog
in any industry segment.

The competitive position of the Company has bedraroced by patents on products and processes dedatoperfected within the Company
or obtained through acquisition. Although the Compeonsiders that, in the aggregate, its patentstitate a valuable asset, it does not
regard any industry segment as being materiallgdéent upon any single patent or any group ofadlpatents.

There is significant competition in all the indyssegments in which the Company does business. &titiop in each industry segment
includes numerous active companies (domestic amibfm), with emphasis on price, product performaamte service. In addition, with the
exception of industrial and other products andisesy product styling is a significant method ofngetition in the Company's industry
segments. Increasing domestic competition fromigoreroducers is apparent in certain industry segmand actions continue to be taken to
meet this competition.
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The Company invested $117.6 million in 1993, $116ifion in 1992, and $133.8 million in 1991 forditons to its property, plant and
equipment.

Research and development activities are importahin@cessary in assisting the Company to carnyndriraprove its business. Principal
research and development functions include theldpxeent of new products and processes and the iraprent of existing products and
processes. Research and development activitieadicted principally at the Company's Innovati@m@r in Lancaster, Pennsylvania.

The Company spent $59.5 million in 1993, $60.3ipmllin 1992, and $55.6 million in 1991 on reseaaol development activities worldwide
for the continuing businesses.

The Company will incur capital expenditures in arttemeet the new requirements of the Clean Air&ct990 and is awaiting the final
promulgation of implementing regulations by vari@gte agencies to determine the magnitude ofiadédltcosts and the time period over
which they will be incurred. In 1993, the Compangurred capital expenditures of approximately $gilion for environmental compliance
and control facilities and anticipates comparableual expenditures for those purposes for the yE294 and 1995.

As with many industrial companies, the Companyilved in proceedings under the ComprehensiverBnriental Response,
Compensation and Liability Act ("Superfund”), arichidar state laws at approximately 21 sites. In taases, the Company is one of many
potentially responsible parties ("PRPs") who haoteintarily agreed to jointly fund the required istigation and remediation of each site.
With regard to some sites, however, the Comparputies either liability or the proposed cost allamatSites where the Company is alleged
to have contributed a significant volume of wastemal include a former municipal landfill site folney, New York; and a former county
landfill site in Buckingham County, Virginia, whidh alleged to have received material from Thomnikes®urniture Industries, Inc. Armstro
may also have rights of contribution or reimbursenhieom other parties or coverage under applicaidarance policies. The Company is ¢
remediating environmental contamination resultiropnT past industrial activity at certain of its ent plant sites.

Estimates of future liability are based on an eatidun of currently available facts regarding eautividual site and consider factors including
existing technology, presently enacted laws andlegigns, and prior Company experience in remeatiatif contaminated sites. Although
current law imposes joint and several liabilityalhparties at any Superfund site, the Companyiritiution to the remediation of these sites
is expected to be limited by the number of othenganies which have also been identified as potgnliable for site costs. As a result, the
Company's estimated liability reflects only the Gramy's expected share. In determining the prolpaloficontribution, the Company
considers the solvency of the parties, whetheramsipility is being disputed, the terms of any &rig agreements, and experience regarding
similar matters. The estimated liabilities do rake into account any claims for recoveries fronuiaace or third parties, unless a coverage
commitment has been provided by the insurer.

Because of uncertainties associated with remediaiitivities and technologies, regulatory intergiiens, and the allocation of those costs
among various other parties, the Company has at&4® million to reflect its estimated liabilitgrf environmental remediation. As
assessments and remediation activities progresachtindividual site, these liabilities are revievte reflect additional information as it
becomes available.
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Actual costs to be incurred at identified siteshia future may vary from the estimates, given tiefent uncertainties in evaluating
environmental liabilities. Subject to the impreoisin estimating environmental remediation costs,Gompany believes that any sum it may
have to pay in connection with environmental matterexcess of the amounts noted above would nat hanaterially adverse effect on its
financial condition liquidity or results of operatis.

As of December 31, 1993, the Company had approgimatl,000 active employees, of whom approximadelyp0 are located outside the
United States. Year-end employment in 1993 wasvbéte level at the end of 1992. About 38% of thenpany's approximately 11,950
hourly-paid employees in the United States areasgnted by labor unions.

Geographic Areas

United States net trade sales include export saleen-affiliated customers of $27.0 million in %$24.4 million in 1992, and $29.3 million
in 1991.

"Europe” includes operations located primarily imgland, France, Germany, Italy, the Netherlandsjr§@mnd Switzerland. Operations in
Australia, Canada, China, Hong Kong, Indonesiaadafiorea, Singapore, and Thailand are in "Othesida."

Transfers between geographic areas and commigséadiso affiliates marketing exported productsaceounted for by methods that
approximate arm's-length transactions, after camsid the costs incurred by the selling companytaedeturn on assets employed of both
the selling unit and the purchasing unit. Operagingfits of a geographic area include profits aowudrom sales to affiliates.

Geographic areas
at December 31 (millions) 1993 1992 1991

Net trade sales:

United States $1,910.7 $1 ,841.5 $1,761.7
" Europe 456.6 5445 5085
) Other foreign 158.1 1638 _________ :-169-1
) Total foreign 614.7 7083 --------- 6-3 77-6

Inter-area transfers:

United States 76.1 69.9 65.5
Europe 60 40 39
) Other foreign 21.9 185 ----------- 9 9-
* Eliminations (104.0) (©24)  (793)
Total net sales $2,525.4 $2 ,549.8 $2,439.3

Operating profit:

United States $ 178.0 $ 50.7 $ 1315
" Europe 317 225 518
"~ Other foreign 100 @6) 93
_ Total foreign 41.7 179 ---------- (_3 11-
Total operating profit $ 219.7 $ 68.6 $ 192.6

Identifiable assets (Note 1):

United States $1,311.7 $1 ,338.0 $1,435.5
Europe 3470 3625 3985
) Other foreign 63.2 649 ---------- % 49-
_ Corporate 207.7 2510 _________ é 50-5
" Eliminations (3) 66)  (95)
Total assets $1,929.3 $2 ,009.8 $2,149.9



Reconciliation (millions) 1993 1 992 1991

Operating profit $219.7 $ 68.6 $192.6
Corporate expense, net (91.0) ( 87.4) (46.5)
Interest expense (38.0) ( 41.6) (45.8)

Earnings (loss) from
continuing businesses
before income taxes $90.7 ( 60.4) $100.3

Note 1: Identifiable assets for geographic areas drindustry segments
exclude cash, marketable securities, and assatsarfporate nature. Capital additions for indusggments include property, plant, and
equipment from acquisitions.

The Company's foreign operations are subject tidargovernment legislation involving restrictioms investments (including transfers
thereof), tariff restrictions, personnel administr, and other actions by foreign governmentsaddition, consolidated earnings are subje
both U.S. and foreign tax laws with respect to ieys of foreign subsidiaries, and to the effectswfency fluctuations.

Item 2. Properties

The Company produces and markets its productsemites throughout the world, operating 73 manufidicty plants in 11 countries, 56 of
which are located throughout the United States.itkathlly, affiliates operate eight plants in fozmuntries.

Floor covering products are produced at 23 plaiits principal manufacturing facilities located imhcaster and Lansdale, Pennsylvania.
American Olean owns or leases various quarriesitirout the United States for the supply of clays stmale. Under a long-term lease, a
quarry in Newfoundland, Canada, also supplies amaterial important to American Olean's manufactfrglazed tile at a proven reserve
level of approximately 50 years at current productevels. Building products are produced at 1Bfslavith principal facilities in Macon,
Georgia, the Florida-Alabama Gulf Coast area andéita, Pennsylvania. Furniture is manufacturef7aplants, 14 of which are located at
Thomasuville, North Carolina. Insulating materiaésstile mill supplies, fiber gasket materials, asiies and other products for industry are
manufactured at 14 plants with principal manufdowfacilities at Munster, Germany, Braintree, Magsusetts and Fulton, New York.

Numerous sales offices are leased worldwide, aaskl facilities are utilized for American Oleari&ribution centers and to supplement
Company's owned warehousing facilities.

Productive capacity and extent of utilization of Bompany's facilities are difficult to quantifyttvicertainty because in any one facility
maximum capacity and utilization varies periodigalepending upon the product that is being manufadtand individual facilities
manufacture more than one type of product. In¢bigtext, the Company estimates that the produé#icilities in each of its industry
segments were effectively utilized during 1993 @80 90% of overall productive capacity in meetmarket conditions. Remaining
productive capacity is sufficient to meet expectastomer demands.
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The Company believes its various facilities areqad¢ée and suitable. Additional incremental investtaén plant facilities are being made as
appropriate to balance capacity with anticipatetiaed, improve quality and service, and reduce costs

Item 3. Legal Proceedings

The Company is named as one of many defendaneniding lawsuits and claims involving, as of Febyu28, 1994, approximately 72,125
individuals alleging personal injury from expostweasbestos or asbestos-containing products. @203, the Company revised its claims
handling procedures to provide for individual clamformation to be supplied by the Center for ClaiResolution referred to below. The
claim numbers have been received from the CentegcAnciliation is underway to match the Compamjnat with the Center's and the
reconciliation will continue until completion. Sia¢he reported data will be more current underé¢iesed claims handling procedure, the
reflects a decrease from the past year in the nupflmitstanding claims.) A total of about 24,08@/$uits and claims were received by the
Company in 1993, compared with 28,997 in 1992. Nesdlthe personal injury suits and claims allegmeral and punitive damages arising
from alleged exposures, during a period of yearsyroencing during World War 1l onward into the 19/7/f@sasbestos- containing insulation
products used, manufactured or sold by the compam®lved in the asbestos-related litigation. @kiagainst the Company generally
involve allegations of negligence, strict liabilifyreach of warranty and conspiracy with other déémts in connection with alleged exposure
generally to ashestos-containing insulation praogiutie Company discontinued the sale of all suodymets in 1969. The first asbestos-related
lawsuit was filed against the Company in 1970, sunch lawsuits and claims continue to be filed agjetime Company. The claims generally
allege that injury may be determined many yeard@ud years) after alleged exposure to asbestashmstos-containing products. Nearly all
suits include a number of defendants (includindhboembers of the Center and other companies), &ficbwer 100 different companies are
reportedly involved as defendants in the litigatidrsignificant number of suits in which the Compaioes not believe it should be involved
have been filed by persons engaged in vehiclgtoduction, aspects of the construction industng, the steel industry. The Company
believes that a large number of the plaintiffafilisuit are unimpaired individuals. Although a &rgmber of suits and claims have either
been put on inactive lists, settled, dismissectioemvise resolved, and the Company is generallgligd in all stages of claims resolution ¢
litigation, including trials and appeals, and wtthhe number of pending cases reflects a decreaseydhe past year, neither the rate of future
dispositions nor the number of future potentialassated claims can be reasonably predicted atirtings

Attention has been given by various judges bothviddally and collectively to finding a comprehewnsisolution to the large number of
pending as well as potential future asbestos-mladesonal injury claims. Discussions have beeretallen by attorneys for plaintiffs and
defendants to devise methods or procedures fardhmprehensive treatment of asbestos-related pdisguny suits and claims. The Judicial
Panel for Multi-district Litigation ordered the trsfer of all federal cases not in trial to a singpeirt, the Eastern District Court of
Pennsylvania in Philadelphia, for pretrial purpodé¢e Company has supported such action. The @G@which the cases have been assigned
has been instrumental in having the parties sSketttee numbers of cases in various jurisdictions lzaibeen receptive to different approaches
to the resolution of asbhestoslated personal injury claims. A national classoscwas filed in the Eastern District of Texasyis not certifie
and the cases involved were also transferred t&#séern District Court of Pennsylvania for prétparposes. Periodically, this Court returns
certain cases for trial to the courts from which dases were originally transferred, although $bae of punitive damages is retained by the
Eastern District Court.

A settlement class action which includes essentélifuture asbestos-related personal injury ctaigainst members of the Center for Claims
Resolution was filed in Philadelphia, in the Fedlera
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District Court for the Eastern District of Pennsyiva on January 15, 1993. The proposed settlenes# action was negotiated by the Center
and two leading plaintiffs' law firms. The settlemelass action is designed to establish aliimation system for the resolution of essenti

all future asbestos-related personal injury claagainst the Center members including this Comp@tiyer defendant companies which are
not Center members may be able to join the classralater. The class action proposes a voluntattfesnent that offers a method for prompt
compensation to claimants who were occupationaiposed to asbestos if they are impaired by sucbsxp. Claimants must meet certain
exposure and medical criteria to receive compemsathich is derived from historical settlement datader limited circumstances and in
limited numbers, qualifying claimants may choosétigate certain claims in court or through altatime dispute resolution, rather than accept
an offered settlement amount, after their clainespgocessed within the system. No punitive damagiébe paid under the proposed
settlement. The settlement is designed to minirmmea@sactional costs, including attorneys fees,tarrdlieve the courts of the burden of
handling future asbestos-related personal injuaiined. Each member of the Center has an obligatioitsf own fixed share in this proposed
settlement. The settlement class action does ohtde asbestos-related personal injury claims whiete filed before January 15, 1993, or
asbestos-related property damage claims. Agreed apoual case flow caps and agreed upon compensatiges for each compensable
medical category including amounts paid even mooenptly under the simplified payment proceduresghiagen established for an initial
period of ten years. Case flow caps may be inctedsgng the second five-year period depending wase flow during the first five-year
period. The case flow figures and annual compemsd¢ivels are subject to renegotiation after tlitéairl0-year period. The Court has
preliminarily approved the settlement, and nottiima has been provided to potential class membarswere offered the opportunity to opt
out by January 24, 1994. The Center had resengedght to withdraw from the program if an excessiumber of individuals opted out. The
Center has determined that there is not an exeeasimber of opt outs and will proceed with thelsetént class action. The opt outs are not
asbestos-related claims as such but reservatiaight$ to possibly bring court actions in the fetuThe opt outs are currently the subject of a
motion before the Court which questions the validit most of the opt outs and seeks a further eqiiocess to determine whether or not-
wish to remain in the class action. Therefore tthal number of effective opt outs cannot be deteech at this time. The Court is holding a
final fairness hearing which began on Februaryl®®4. The settlement will become final only afténas been approved by the Federal
District Court and the federal appellate courtse Tenter members have stated their intention we®ver a five-year period the asbestos-
related personal injury claims pending prior to dage the settlement class action was filed. Ai@@mt number of these pending claims h
been settled with a number of plaintiffs' counsel a number of these claims are currently the stibfesettlement negotiations, in both
instances, based upon historical averages.

The Company is seeking agreement from its cardegsruling from the Court that the settlement €lastion will not jeopardize existing
insurance coverage. Certain unresolved insurangerage issues involving certain Center memberaramee carriers acceptance of the
proposed settlement will be resolved either byra#tive dispute resolution procedures in the cdslkecinsurance carriers which subscribe
the Wellington Agreement referred to below, or itigation against those carriers which did not suibe to the Wellington Agreement.

The Company believes that the future claimant$eseént class action will be approved. However,gbtential exists that either the Federal
District Court or an appellate court will rejecetiettlement class action and that the above-refedecompanion insurance action will not be
successful.

A few state judges and federal judges have undemtédk consolidate numbers of asbestos-related mersgury cases for trial. The Company
has generally opposed as unfair the consolidafiorumerous cases for trial. In 1992 in Baltimoreariland, the Center for Claims
Resolution referred to herein settled during tialbehalf of the Company and other Center memtegtain asbestos- related personal injury
claims. In most of the approximately 8,500 casasotidated for trial, Armstrong was a named defendBhe multiphase Baltimore trial de
with various issues including the individual claiofssix plaintiffs, as well as product defect aratjligence, and whether and on what basis
punitive damages should be awarded. The Centéllfoms Resolution is periodically drawing upon @empany's insurance assets to pa'
settled individual claims.

In 1983, three of the Company's four primary inssientered into an Interim Agreement with the Conypa provide defense and indemnity
coverage on an interim basis for asbestos-relaezbpal injury claims and for the defense of asisestlated property damage claims which
are described below. One
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primary insurer did not enter into the Interim Agmeent, but did subscribe to the Wellington Agreenasmoted below. The Interim
Agreement was superseded by the Wellington Agreéemigin respect to the coverage issues for asbesttated personal injury claims. The
one primary insurer of the four primary carrieratttlid not subscribe to the Wellington Agreemetissgjuently entered into a separate
agreement with the Company resolving coverage sskreasbestos-related property damage claimsarakbestos-related personal injury
claims which complements the Wellington Agreem@titof the Company's primary insurers are payingtfe defense of asbestos-related
property damage claims in accordance with the gpions of the Interim Agreement pending the finabtation on appeal of the coverage
issues for ashestos-related property damage claithge California insurance litigation referencatkr in this note.

The Company's insurance carriers providing covefagasbestos-related claims are as follows: Reidnsurance, Aetna Insurance and
Liberty Mutual Insurance Companies are primary iassithat have subscribed to the Wellington Agregmiravelers Insurance Company is
a primary insurer that entered into a settlemergergent which complements Wellington. The excessrars which subscribed to Wellingt
are Aetna Insurance Company, Fireman's Fund Insar@ompany, Insurance Company of North Americaydisoof London, Fidelity and
Casualty Insurance Company, First State Insurameep@ny and U.S. Fire Insurance Company. Home Inser&€ompany and Travelers
Insurance Company are excess insurers which entgredettlement agreements for coverage of petsojuay claims which complement
Wellington, and Great American is an excess inswtech also entered into a settlement agreemeihtthvé Company. The Company also
entered into a settlement agreement with Americamél Assurance Company and National Union Fire Brezeg Company (known as the
AIG Companies) which complements the Wellington égment. Other excess insurers against whom the &ontas received a favorable
trial and appellate court decision in the Califarimisurance litigation described below are: Cemi@ional Insurance Company, Interstate
Insurance Company, Puritan Insurance Company, GidArance Company and Commercial Union Insurancep@owyn Midland Insurance
Company, an excess carrier, which insured the Caynpéth $25 million of coverage, became insolveutidg the trial. The Company is
pursuing claims with the state guaranty associat@mnaccount of the Midland insolvency and is autiyeexploring how the Midland
Insurance Company insolvency gaps can be otheawideessed by payments from the Company's otherainse carriers. Certain companies
in the London block of coverage and certain casrm@oviding coverage at the excess level for ptgptamage claims only have also become
insolvent. In addition to the aforementioned inswecarriers, certain insurance carriers which wetencluded in the Company's California
insurance litigation described later herein alsavjate insurance for asbestos-related property darokgms.

The Company along with 52 other companies (defetsdarthe asbestos-related litigation and certatheir insurers) signed the 1985
Agreement Concerning Asbestos-Related Claims {tfiellington Agreement"). This Agreement provided #dfinal settlement of nearly all
disputes concerning insurance for ashestos- refaesbnal injury claims between the Company angktlof its primary insurers and seven of
its excess insurers which also subscribed to thkingfen Agreement. The one primary insurer that dot sign the Wellington Agreement
had earlier entered into the Interim Agreement hh Company and had paid into the Wellington Asise€laims Facility (the "Facility").
The Wellington Agreement provides for those inssiterindemnify the Company up to the policy linfiis claims that trigger policies in the
insurance coverage period, and nearly all clainasnastjthe Company fall within the coverage pertooth defense and indemnity are paid
under the policies and there are no deductibleswutie applicable Company policies. The Wellingb@meement addresses both products
non-products coverage. One of the Company's langeess insurance carriers entered into a settleaggaément in 1986 with the Company
under which payments also were made through thiéitifand are now being paid through the CenterGtaims
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Resolution referenced below in this note. Coverffagasbestos-related property damage claims wamaloded in the settlement, and the
agreement provides that either party may reinstiguiawsuit in the event the coverage issues fqugaty damage claims are not amicably
resolved. In 1987, an excess insurer also maderuedervation of rights, certain payments whichengocessed through the Facility. These
payments were made under reservation becausettenssit of the outstanding coverage issues has dféerted with that carrier.

The Wellington Agreement also provided for the elisdment of the Facility to evaluate, settle, pawl defend all pending and future
asbestos-related personal injury claims againsetistompanies which subscribed to the AgreementiriBueance coverage designated by the
Company for coverage in the Facility consists bfakvant insurance policies issued to the Comgeoy 1942 through 1976. Liability
payments and allocated expenses with respect todtain filed against Wellington Agreement subsergowho were defendants in the
underlying asbestos-related personal injury lityatvere allocated on a formula percentage bastath such defendant, including the
Company. The Facility, which has dissolved, overetivas negatively impacted by concerns raised tiginesubscribers relating to their
share of liability payments and allocated expeiasesby certain insurer concerns with respect tertsf costs and Facility operating
expenses. As a result of seven subscribing companieng notice that they wished to withdraw theases from the Facility, a majority of the
insurers and the company subscribing members agoegtidsolve the ongoing operation of the Fac#isyof October 3, 1988 and the Facility
has now been fully dissolved. Except for elimingtthe future availability of an insurer-paid spédefense fund benefit linked to the
existence of the Facility, a benefit not deemedemiatto the Company, the dissolution of the Faciissentially did not affect the Company's
overall Wellington Agreement insurance settlemeich stood on its own separate from the Facilitye relinquishment of the insurer-paid
special defense fund benefit was a condition afrieissupport for the creation of the Center anéxisected benefits.

A new asbestos-related personal injury claims hiagdirganization known as the Center for ClaimsdRé®n (the "Center") was created in
October 1988 by Armstrong and 20 other companlesf ahich were former members of the Facilitystmance carriers are not members of
the Center, although certain of the insurance @arifor those members that joined the Center signeajreement to provide approximately
70% of the financial support for the Center's oplenal costs during its first year of existencesyttalso are represented ex officio on the
Center's governing board. The Center adopted matheaonceptual features of the Facility, andrtteabers' insurers generally provide
coverage under the Wellington Agreement terms. Géter has operated under a revised concept abadld shares of liability payments ¢
defense costs for its members based primarily stoiical experience and has defended the memb&r2sts and addressed the claims in a
manner consistent with the prompt, fair resolutiémeritorious claims. In late 1991, the Centersttgapformula was revised to provide that
members will pay only on claims in which the memisest named defendant. This change has causeghaigitrease in the Company's share,
but has enhanced the Company's case managemesit Fature claim payments by the Center pursuattiet@roposed settlement class ac
will require each member to pay its own fixed share

A large share member earlier withdrew from the €ericcordingly, the allocated shares of liabiligyments and defense costs of the Centel
were recalculated with the remaining members' shiaeing increased. Under the class action settlierasalution, if a member withdraws

from the Center or the settlement, the sharesasfetllemaining members would not be increasedeitpgcted that the Center members will
reach an agreement with the insurers relatingegatimtinuing operation of the Center and that tiseriers' will fund the Center's operating
expenses for its sixth year of operation. Withfilieg of the settlement class action, the Centéreontinue to process pending claims and
will handle the program for processing future claiifithe settlement class action is approved bycthats.
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Consistent with the Center's objective of prompbhetion of meritorious claims, and to establish @enter's credibility after the cessation of
the Facility and for other strategic reasons, amda increase in claims resolution by the Center iwglemented during the first two years.
This increased the rate of utilization of Compamgurance for claims resolution, offset in part ayisgs in defense costs. During the first
three years, the rate of claims resolution had &tsebled from the prior two years of experience.iAcrease in the utilization of the
Company's insurance also will occur as a resutiefclass action settlement due to the commitneeattempt to resolve pending claims
within five years. Aside from the commitments untler class action settlement, no forecast can luke fta future years regarding either the
rate of claims or the rate of pending and futuegnas resolution by the Center or the rate of wtian of Company insurance. If the settlenr
class action is finally approved, projections & thte of disposition of future cases may be madetltze rate of insurance usage will be
accelerated as an effort is made to resolve bastanding cases and address future claims.

The Company is also one of many defendants inah 8673 pending lawsuits and claims, includingsslactions, as of February 28, 1994,
brought by public and private entities, includingopic school districts and public and private bimtglowners. These lawsuits and claims
include allegations of damage to buildings causeddbestos-containing products and generally at@mmpensatory and punitive damages
and equitable relief, including reimbursement gbenditures, for removal and replacement of sucdymts. They appear to be aimed at
friable (easily crumbled) asbestos-containing potgiialthough allegations in some suits encomphaslzestos-containing products,
including allegations with respect to asbestosaioirig resilient floor covering materials. Classi@ts have been certified involving four
distinct classes of building owners: public and/até schools; Michigan state public and privateostd) colleges and universities, and private
property owners who leased facilities to the fedgoaernment. Subject to fairness hearings, resoldtas been reached with the class
representatives for the national public and prigateools class action as well as with the clasesgmtatives for the private property owners
who leased facilities to the federal governmene Tompany vigorously denies the validity of thegdltions against it contained in these
suits and claims. Increasing defense costs, patddZompany's insurance carriers either undervasen or settlement arrangement, will be
incurred. As a consequence of the California insceditigation discussed elsewhere in this note Gbmpany believes that it is probable that
costs of the property damage litigation that aiedppaid by the Company's insurance carriers uresarvation of rights will not be subject to
recoupment. These suits and claims were not hamgi¢lde former Facility nor are they being handdgdhe Center.

Certain co-defendant companies in the asbestoedeitigation have filed for reorganization undanapter 11 of the Federal Bankruptcy
Code. As a consequence, this litigation with resfeethese co-defendants (with several exceptibas)been stayed or otherwise impacted by
the restrictions placed on proceeding against thesgefendants. Due to the uncertainties involteel Jong-term effect of these Chapter 11
proceedings on the litigation cannot be predicted.

The Company concluded in early 1989 the trial pledsecoordinated lawsuit in a California statert@a resolve a dispute concerning cer
of its insurance carriers' obligations with resgednsurance coverage for alleged
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personal injury and property damage asbestos-celavesuits and claims. The trial court issued fabde final decisions in important phases

of the trial relating to coverage for personal igjand property damage lawsuits and claims. The g2om earlier dismissed from the asbestos-
related personal injury coverage portion of thgdition those insurance carriers which had subedrtb the Wellington Agreement, and the
excess carriers which entered into a settlememeagent with the Company which complements Wellingtlso have been dismissed.

As indicated above, the California trial court isddinal decisions in various phases in the instedawsuit. One decision concluded that the
trigger of insurance coverage for asbestos-relpéesional injury claims was continuous from exposhreugh death or filing of a claim. The
court also found that a triggered insurance pdioyuld respond with full indemnification up to exiséion of the policy limits. The court
concluded that any defense obligation ceases uxlmaustion of policy limits. Although not as compeeisive, another important decision in
the trial established a favorable defense and imitgraoverage result for asbestos-related promatpage claims; the final decision holds
that, in the event the Company is held liable fouaderlying property damage claim, the Companyld/bave coverage under policies in
effect during the period of installation and durangy subsequent period in which a release of fibecsirred. Appeals were filed from the trial
court's final decision by those carriers still e fitigation and the California Court of Appeabkhsubstantially upheld the trial court's final
decisions. The insurance carriers have petitiohedalifornia Supreme Court to hear the variougstsisrelated personal injury and prope
damage coverage issues. The California Supreme @memtly accepted review pending its review ¢dtesl issues in another California
case. Based upon the trial court's favorable filegisions in important phases of the trial relatmgoverage for asbestos-related personal
injury and property damage lawsuits and claimduiiag the favorable decision by the California @af Appeal, and a review of the
coverage issues by its trial counsel, the Compatig\es that it has a substantial legal basisdstasning its right to defense and
indemnification. After concluding the last phasetlad trial against one of its primary carriers, ghis also an excess carrier, the Compan:
the carrier reached a settlement agreement on MHrch989. Under the terms of the settlement ageegnoverage is provided for asbestos-
related bodily injury and property damage claimsegelly consistent with the interim rulings of t@alifornia trial court and complements 1
coverage framework established by the Wellingtoneggent. The parties also agreed that a certaiimmin and maximum percentage of
indemnity and allocated expenses incurred withaeisip asbestos-related personal injury claims @beldeemed allocable to non- products
claims coverage and that the percentage amountivileuhegotiated between the Company and the inseiGarrier. These negotiations
continue.

The Company also settled both asbestos-relatednrmjury and property damage coverage issudsavimall excess carrier and in 1991
settled those same issues with a larger excedsrcdinrthese settlements, the Company and theensagreed to abide by the final judgment
of the trial court in the California insurancedgition with respect to coverage for asbestos-mlelms.

Non-products claims coverage insurance is availabtleuthe Wellington Agreement (and the previouskgmenced settlement agreement
with one primary carrier) for such claims. Certaktess policies also provide non-products coverdga-products claims include claims that
may have arisen out of exposure during installatbasbestos materials or before control of suctenas has been relinquished.
Negotiations have been undertaken with the Compamiyhary insurance carriers and are currently omag with several of them 1
categorize the percentage of previously resolvettare resolved asbestos-related personal injaims as non-products claims and to
establish the entitlement to such
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coverage. The additional coverage potentially aldd to pay claims categorized as non-productsott the primary and excess levels, is
substantial, and at the primary level, includegdsé costs in addition to limits. No agreementifegsn reached with the primary carriers on
the amount of non-products coverage attributabldaions that have been disposed of or the typéaihs that should be covered by non-
products insurance. One of the primary carrieesgaié that it is no longer bound by the Wellingtareement and one primary carrier
seemingly takes the view that the Company verhadlived certain rights regarding non-products coyeragainst that carrier at the time the
Wellington Agreement was signed. All the carriemsgumably raise other reasons why they should ayptheir coverage obligations. The
Company is entitled to pursue alternative dispasalution proceedings against the primary and icegbecess carriers to resolve the non-
products coverage issues.

ACandsS, Inc., a former subsidiary of the Compantyictv for certain insurance periods has coveradegignder some insurance policies, and
has accessed such coverage on the same basisGantpany, was a subscriber to the Wellington Agegirbut was not a subscriber to the
Center. ACandsS, Inc. had filed a lawsuit against@ompany to partition certain insurance policied #or an accounting. It sought to have a
certain amount of insurance from the joint poligieserved solely for its use in the payment of We$eand indemnity costs for asbestistec
claims. The two companies have negotiated a sedtieof their dispute and have signed a settlemgneiement.

Based upon the Company's experience with thisatittgp and its disputes with insurance carriergsgnmve was recorded in June 1983 to cover
estimated potential liability and settlement c@std legal and administrative costs not covered wthdelnterim Agreement, cost of litigation
against the Company's insurance carriers, and tahtrs involved in the litigation which are rafed to herein about which uncertainties
exist. As a result of the Wellington Agreement, tegerve was earlier reduced for that portion aatetwith pending personal injury suits
and claims. As a result of the March 31, 1989)eseiént referenced above, the Company received $iillion, of which approximately $4.4
million was credited to income with nearly all btbalance being recorded as an increase to @s/eefor potential liabilities and other costs
and uncertainties associated with the asbestaetklitigation. Future costs of litigation agaitte# Company's insurance carriers and other
legal costs indirectly related to the litigationlae expensed outside the reserve. The Company mteknow how many claims will be filed
against it in the future, nor the details thereodiopending suits not fully reviewed, nor the empe and any liability that may ultimately result
therefrom, nor does the Company know whether thitesent class action will ultimately succeed, tier annual claims flow caps to be
negotiated after the initial 10-year period for #sttlement class action or the then compensatieeid to be negotiated for such claims or the
success the Company may have in addressing thehidhsurance Company insolvency with its otheuriess. Subject to the foregoing and
based upon its experience and other factors reféorelsewhere in this note, the Company belielasit is probable that substantially all of
the expenses and any liability payments assoctagrdwith within the framework of the class actsmitlement and the initial ten-year period
thereof will be paid--in the case of the personalry claims, by agreed-to coverage under the Wagtiin Agreement and by payments by
nonsubscribing insurers that entered into settlémgreements with the Company and additional imste&overage reasonably anticipated
from the outcome of the insurance litigation arahfrthe Company's claims for non-products coveragle bnder certain insurance policies
covered by the Wellington Agreement and under geitesurance policies not covered by the Wellingégreement which claims have yet to
be accepted by the carriers--and in the case aishestos- related property damage claims, undexiating interim agreement, by insurance
coverage settlement agreements and through adalitonerage reasonably anticipated from the outcoitlee insurance litigation.
Accordingly, the Company believes that it is prdbahat charges to expense associated with suthand claims should not be significant.

Even though uncertainties still remain as to theepial number of unasserted claims, liability tésg therefrom, and the ultimate scope o
insurance coverage, after consideration of thefadhvolved, including the Wellington Agreemethie referenced settlements with other
insurance carriers, the results of the trial pleaskthe first level appellate stage
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of the California insurance coverage litigatiore temaining reserve, the establishment of the Cethie proposed settlement class action, and
its experience, the Company believes the asbestated lawsuits and claims against the Companyneillhave a material adverse effect on
its earnings or financial position.

In 1984, suit was filed against the Company inhé&. District Court for the District of New Jersg@ie "Court") by The Industry Network
System (TINS), a producer of video magazines isei#s form, and Elliot Fineman, a consultant (Fiaprand The Industry Network System,
Inc. v. Armstrong World Industries,

Inc., C.A. No. 843837 JWB). At trial, TINS claimed, among other tjsnthat the Company had improperly interfered witentative contra
which TINS had with an independent distributor ke Company's flooring products and further clainied the Company used its alleged
monopoly power in resilient floor coverings to dhta monopoly in the video magazine market for floovering retailers in violation of
federal antitrust laws. The Company denied allgatens and continues to do so. On April 19, 128ter a three-month trial, the jury
rendered a verdict in the case, which as enterabédgourt in its order of judgment, awarded threantiffs the alternative, after all post- trial
motions and appeals were completed, of either tbif tort claim damages (including punitive dams)g certain pre-judgment interest, and
post- judgment interest or their trebled antitelatm damages, post-judgment interest and attorfemgs The higher amount awarded to the
plaintiffs as a result of these actions totaled4@fillion in tort claim damages and pre- judgmettefest, including $200 million in punitive
damages.

On June 20, 1991, the Court granted judgment ®Cbmpany notwithstanding the jury's verdict, tbgreverturning the jury's award of
damages and dismissing the plaintiffs' claims wpitijudice. Furthermore, on June 25, 1991, the GQoietl that, in the event of a successful
appeal restoring the jury's verdict in the case Gbmpany would be entitled to a new trial on tradter.

On October 28, 1992, the United States Court ofeitgpfor the Third Circuit issued an opinion inéfimn v. Armstrong World Industries,
Inc. (No. 915613). The appeal was taken to the Court of Appieais the two June 1991 orders of the United StBistict Court in the cas

In its decision on the plaintiff's appeal of theskngs, the Court of Appeals sustained the U. Strigt Court's decision granting the Company
a new trial, but overturned in certain respectsDtstrict Court's grant of judgment for the Companofwithstanding the jury's verdict.

The Court of Appeals affirmed the trial judge'sardranting Armstrong a new trial on all claimsptdintiffs remaining after the appeal,;
affirmed the trial judge's order granting judgmientavor of Armstrong on the alleged actual mon@gadlon claim; affirmed the trial judge's
order granting judgment in favor of Armstrong oe tilleged attempt to monopolize claim; did notutisthe District Court's order dismissi
the alleged conspiracy to monopolize claim; affidhtiee trial judge's order dismissing all of Finersgrersonal claims, both tort and antitrust;
and affirmed the trial judge's ruling that plaifgitould not recover the aggregate amount of aflatges awarded by the jury and instead must
elect damages awarded on one legal theory. Howtheef hird Circuit, contrary to Armstrong's argurtemeversed the trial judge's judgment
for Armstrong on TINS's claim for an alleged viddait of Section 1 of the Sherman Act; reversed tiad judge's judgment in favor of
Armstrong on TINS's claim for tortious interferenceversed the trial judge's judgment in favor ofm&trong on TINS's claim for punitive
damages; and reversed the trial judge's rulinghthdtdismissed TINS's alleged breach of contradtrcl
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The Court of Appeals, in affirming the trial coantiew trial order, agreed that the trial courtral abuse its discretion in determining that the
jury's verdict was "clearly against the weightloé evidence" and that a new trial was requiredtduike misconduct of plaintiffs' couns

The foregoing summary of the Third Circuit's opmis qualified in its entirety by reference thereto

The Court of Appeals granted the Company's moticstdy return of the case to the District Courtdien the Company's Petition for
Certiorari to the Supreme Court appealing certatitrast rulings of the Court of Appeals. The Compavas informed on February 22 that
Supreme Court denied its Petition. The case has teeeanded by the Third Circuit Court of Appeal$Hiladelphia to the U. S. District
Court in Newark, New Jersey, and a new trial hankset for late April 1994. It is unknown what d@y@alaims TINS will be permitted upon
retrial of the case. But during the first trialaichs for actual damages of at least $17.5 milli@nenasserted by plaintiffs' expert and even
greater amounts were asserted by Mr. Fineman. Uhdentitrust laws, proven damages are trebledddfition, plaintiff would likely ask for
punitive damages, companion to its request fordanhages. Other damages which would likely be sninglhude reimbursement of attorne
fees and interest, including prejudgment interest.

The Company denies all of TINS's claims and acoglgliis vigorously defending the matter. In the @viat a jury finds against the
Company, such jury verdict could entail unknown ante which, if sustained, could have a materiakask effect on its earnings and
financial position.

As previously discussed on pages 6 and 7, withrdeigea former county landfill in Buckingham CounYirginia, Thomasville Furniture
Industries, Inc., and seven other parties have lksnified by the U.S. Environmental Protectionefsgy ("USEPA") as potentially
responsible parties ("PRPs") to fund the cost ofa@iating environmental conditions at this fed&aperfund site. After review of
investigative studies to determine the nature ateh¢ of contamination and identify various remédiaalternatives, USEPA issued its
Proposed Remedial Action Plan in May 1993 proposii$@1 million clean-up cost. In November 1993, bogr, USEPA issued a revised
plan which recommended a reduced $3.5 million aétéve, subject to additional costs depending shrisults. The PRPs believe that other
alternatives are appropriate and discussions w8ERA and Virginia State officials continue.

Spent finishing materials from Thomasville's Vingifiurniture plants at Appomattox and Brookneatgdldly comprise a significant portion
the waste presently believed to have been tak#retsite by a now defunct disposal firm in the [E®&0s. Accordingly, Thomasville could be
called upon to fund a significant portion of theeptual remedial costs.
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Item 4. Submission of Matters to a Vote of SecurityHolders

Not applicable

Executive Officers of the Registrant

The information appearing in Item 10 hereof undierdaption "Executive Officers of the Registrastiricorporated by reference herein.

PART Il

Iltem 5. Market for the Registrant's Common Stock aml Related Security Holder

Matters

The Company's Common Stock is traded on the New %twck Exchange, Inc., the Philadelphia Stock BExge, Inc., and the Pacific Stock
Exchange, Inc. As of January 28, 1994, there wepeaximately 7,876 holders of record of the Compa@ommon Stock.

Tot al
F irst  Second Third Fourth Yea r
1993
Dividends per share of common stock .30 .30 .30 .30 1.20
;3rice range of common stock -- low 287/8 293/8 301/4 40 1/4 2 ;37/8
;Drice range of common stock -- high 331/8 343/4 421)2 551/4 5 ;51/4
1992
Dividends per share of common stock .30 .30 .30 .30 1.20
;3rice range of common stock -- low 26 295/8 271/2 24 1/2 2 ;11/2
;Drice range of common stock -- high 337/8 3712 323/8 323/4 3 -71/2
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Item 6. Selected Financial Data

EIGHT - YEAR SUMMARY

For Year ($ millions except for per-share data)

1988 1987 1986

Net sales 2,

Cost of goods sold 1,

Selling and administrative expense

Interest expense

Restructuring charges

Gain from sales of woodlands

Miscellaneous income (expense)

Earnings (loss) from continuing businesses
before tax

Income taxes

Earnings (loss) from continuing businesses

As a percentage of sales

As a percentage of average monthly
assets
Earnings (loss) from continuing businesses
applicable to common stock (a)

Per common share--primary

Per common share--fully diluted (b)

Net earnings (loss)

As a percentage of sales

Net earnings (loss) applicable to common
stock (a)

As a percentage of average
shareholders' equity

Per common share--primary

Per common share--fully diluted (b)

Dividends declared per share
of common stock

Purchases of property, plant,
and equipment

Aggregate cost of acquisitions

Total depreciation and amortization

Average number of employees--
continuing businesses 2

Average number of common
shares outstanding

1993 1992 1991 1990 1989
5254 2,549.8 24393 25188 2488.7 2,
802.3 1,888.7 1,801.1 1,816.6 1,764.0 1,
5050 511.6 468.3 462.6 436.6
380 416 458 375 405

(89.9) (165.5) (12.8) (6.8) (5.9)

- - -~ 604 95

05 (2.8) (11.0) (32.6) (7.6)

90.7 (60.4) 100.3 223.1 243.6

272 (05) 397 767 859

635 (59.9) 60.6 146.4 157.7

25% (23)% 25% 58% 6.3%
32% (28)% 29% 7.1% 8.3%
496 (73.7) 412 1269 148.0

132 (1.98) 111 326 3.26

1.26 (1.98) 111 299 3.11

63.5

(227.7) 48.2 1410 187.6

25% (8.9)% 20% 56% 7.5%
496 (2415) 288 1215 177.9
9.0% (33.9)% 33% 13.0% 17.9%
132 (6.49) .77 312 392

126 (6.49) .77 286 3.72

120 120 119 1135 1.045
1176 1158 133.8 1951 231.0

- 42 - 161 -

1300 1369 1357 1301 134.0
1,682 23,500 24,066 25014 25349 2
372 371 371 388 454

261.2 1,969.6 1,602.3

246.0 2385 194.8

924 974 826

153.6 1411 1122

102% 11.6% 11.3%

153.2 1407 1118

162.7 150.4 122.4

162.3 150.0 122.0

17.0% 17.6% 16.0%

198.7 183.0 139.8
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YEAR-END POSITION

Working capital 204.1 167.1 2389 1818 3235 139.0 2553 327.7
;\let property, plant, and equipment 1, 039.1 1,072.0 1,152.9 1,147.4 1,059.2 1, 0402 _____ 7 60-7—6030
:I'otal assets 1, 929.3 2,009.8 2,149.9 2,146.3 2,033.0 2, 09771602512982
Long-term debt 256.8 266.6 3014 2332 1813 1859 ______ 6 77588
:I'otal debtasapercentageof T T
total capital (c) 52.2% 57.2% 46.9% 457% 36.1% 35.9% 22.8% 16.9%
_Shareholders' equity 569.5 569.2 8855 899.2 9765 1, 0218 _____ 9 13>8_8130
;300k value per share of
common stock 14.71 14.87 23,55 24,07 23.04 21.86 19.53 16.85
;\Iumber of shareholders (d)(e) 7,962 8,611 8,896 9,110 9,322 1 0355 _____ 9 41>8_9621
E:ommon shares outstanding 372 37.1 371 371 423 463 _____ 4 62 ______ 4 75
I_\/Iarket value per common share 5 31/4 317/8 291/4 25 371/4 35_321/4>é97/8
Notes:

(a) After deducting preferred dividend requiremaand adding the tax benefits for unallocated shares

(b) See definition of fully diluted earnings peash on page 38.

(c) Total debt includes short-term debt, currestaiments of long-term debt, long-term debt, as®DIP loan guarantee. Total capital includes
total debt and total shareholders' equity.

(d) Includes one trustee who is the shareholdeeadrd on behalf of approximately 4,300 employees993, 4,500 employees in 1992, 4,600
employees in 1991, 4,500 employees in 1990, 4,Affleyees in 1989, and 4,400 employees in 1988 valve beneficial ownership through
the company's retirement savings plans.

(e) Includes, for 1987 and 1986, a trustee whotivashareholder of record on behalf of approxinyat&,000 employees who obtained
beneficial ownership through the Armstrong Stockr@rghip Plan, which was terminated at the end 8719
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Item 7. Management's Discussion and Analysis of Famcial Condition and

Results of Operations

1993 compared with 1992
Financial condition

As shown on the Consolidated Statements of Cashigiloet cash provided by operating activities iB3@as $291.2 million which was
more than sufficient to cover investments in propaslant, and equipment and dividends. The excash, plus cash proceeds from the sa
assets and the decrease in cash and cash equivalastused to reduce debt by $124.1 million.

For 1993, the company recorded an $89.9 milliorrghéefore tax ($60.0 million after tax) for restiwring resulting from 1993 decisions
associated with major process improvements andfisignt organizational changes recommended byahms of project PATH (a company
initiative announced in August 1993 to strengthisrgiobal competitiveness). Approximately 80% af before-tax losses were related to
charges for severance and special retirement ivesrissociated with the elimination of employesitians, and approximately one-third of
the before-tax loss represented future cash outMygst of the cash outlays are expected to occi®8% and to be offset by operating
savings. The operating cash savings, resulting fiestructuring actions taken during 1993 and 189&,e than offset the 1993 cash outlay
$39.3 million for restructuring.

During the fourth quarter of 1993, the company feated, prior to maturity, interest rate swapsliogp$100 million, and currency swaps
totaling $37.2 million.

Working capital was $204.1 million as of Decembgr B993--$37.0 million higher than the $167.1 roifliat year-end 1992. The primary
reason for the increase in working capital wasrépayment of short-term debt. Accounts receivabtkiaventories declined $19.1 million
and $33.2 million, respectively, both reflectingluetions in most business units with half of théuations attributed to the European building
products business.

A financing arrangement of a foreign subsidiarylag@pal pension plan, whereby the subsidiary bexamif-insured for its pension
obligations, resulted in recording a noncurrenetaad long-term liability of $37.7 million (seege42).

The company's 1993 year-end ratio of current assatsrrent liabilities was 1.47 to 1, comparedwiit31 to 1 ratio reported in 1992. The
1993 and 1992 year-end ratio of total debt to toagital was 52.2% and 57.2%, respectively.

The company is involved in significant asbestoated litigation which is described more fully undettigation” on pages 60-64 and which
should be read in connection with this discussiueh @nalysis. The company does not know how marignslaill be filed against it in the
future, nor the details thereof or of pending sodsfully reviewed, nor the expense and any ligbthat may ultimately result therefrom, nor
does the company know the annual claims flow cajfetnegotiated after the initial 10-year periodtfee settlement class action or the then
compensatory levels to be negotiated for such dlanthe success the company may have in addresgindidland Insurance Company
insolvency with its other insurers. Subject to fimegoing and based upon its experience and otitorks, the company believes that it is
probable that substantially all of the expensesamydliability payments associated therewith wélaid--in the case of the personal injury
claims, by agreed-to coverage under the Wellingtgreement and supplemented by payments by noneshirgy insurers that entered into
settlement agreements with the company and addltinaurance coverage reasonably anticipated fhenotitcome of the insurance litigation
and from the company's claims for non-products w@ye both under certain insurance policies covbyeithe Wellington Agreement and
under certain insurance policies not covered byedlington Agreement which claims have yet to beegpted by the carriersnd in the cas
of the asbestos- related property damage clainggrun
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an existing interim agreement, by insurance covessftlement agreements and through additionarageeeasonably anticipated from the
outcome of the insurance litigation. To the extéat costs of the property damage litigation atiedppaid by the company's insurance car
under reservation of rights, the company belieliasit is probable that such payments will not bigjected to recoupment. Thus, the com;
has not recorded any liability for any defense £ostindemnity relating to these lawsuits othenthaeserve in "Other long-term liabilities"
for the estimated potential liability associatedhwilaims pending and intended to cover potenalility and settlement costs, legal and
administrative costs not covered under the agretanand certain other factors which have been irawin the litigation about which
uncertainties exist. Even though uncertaintiesretihain as to the potential number of unassertgchs, the liability resulting therefrom, and
the ultimate scope of its insurance coverage, afiasideration of the factors involved, includihg Wellington Agreement, the settlements
with other insurance carriers, the results of tte# phase and the first level appellate stagdefQalifornia insurance litigation, the remaining
reserve, the establishment of the Center for Cl&tesolution, the proposed settlement class adionh jts experience, the company believes
that this litigation will not have a material adsereffect on its earnings, liquidity, or finanqualsition.

The accounting treatment for the Company's asbestated personal injury litigation will be affedt®éy changes in accounting practices
required by the Financial Accounting Standards Bdaterpretation Number 39 (FIN 39) and the Semsiand Exchange Commission Staff
Accounting Bulletin No. 92 (SAB 92). FIN 39, whicheffective beginning in 1994, does not permiseffing unless a right of set off exists.
Historically, the Company has been following thegtice of offsetting the liability for assertediola with expected insurance coverage. The
Company intends to reflect the required changéts ffirst quarter 1994 Form 10-Q and, thereford|, record a liability for asbestos-related
personal injury claims and an asset for insuransemge deemed probable.

Reference is made to the litigation involving Thedustry Network System, Inc. (TINS), discussed aggs 64-65. The company denies all of
TINS' claims and accordingly is vigorously defergdlthe matter. In the event that a jury finds agaims company, such jury verdict could
entail unknown amounts which, if sustained, cowdéha material adverse effect on its earnings awaaéial position.

Reference is also made to environmental issueseasgssed on pages 51, 52, and 61. The companyéglay sum it may have to pay in
connection with environmental matters in excesambunts accrued would not have a material advéiset @n its financial condition,
liquidity, or results of operations.

Long-term debt, excluding the company's guaranteleeoESOP loan, was reduced by $9.8 million in3l9% year-end 1993, long-term debt
represented 45% of shareholders' equity comparddAwlo at the end of 1992.

Should a need develop for additional financings ihanagement's opinion that the company has &rffifinancial strength to warrant the
required support from lending institutions and fio@l markets.
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Consolidated results

Net sales in 1993 of $2.53 billion decreased 1.0%mared with 1992 sales of $2.55 billion. The wedkeropean exchange rates were a
factor in the sales decline. Translating foreigrmrency sales to U.S. dollars at 1992 exchange vebed have resulted in a year-to-year sales
increase of 1.9%. Armstrong's residential marketsewery positive in the U.S., but the weaknedhénEuropean economies and the
lackluster commercial markets worldwide reducedawerall opportunity. While sales in the first twoarters of 1993 were lower than the
comparable 1992 quarters, third and fourth quadkss did exceed those of the prior year.

Net earnings were $63.5 million compared with alogs$ in 1992 of $227.7 million. Net earnings pemenon share were $1.32 on a prim
basis and $1.26 on a fully diluted basis. The os$ per share of common stock was $6.49 on botimeay and fully diluted basis for 1992.

The return on common shareholders' equity in 1988 %v0% compared with a negative 33.9% in 1992.

The 1992 loss reflects charges of $167.8 milliderabx related to the company's adoption, retreadd January 1, 1992, of SFAS 106,
"Employers' Accounting for Postretirement Benefither Than Pensions;" and SFAS 112, "EmployersbArting for Postemployment
Benefits." The computation of SFAS 112 was refidadng 1993 with the net loss in 1992 being redused restated by $6.5 million or 18
cents per share. The restated 1992 net loss frotinang businesses totaled $59.9 million, or @81oss per share of common stock.

The effective tax rate for 1993 was 30.0%. Thitert$ the company's higher use of foreign tax tsedéductions of deferred taxes because
some foreign countries reduced their statutoryrdes, and lower foreign tax rates, which more thféset the 1% increase in the U.S.
statutory tax rate. The net loss from 1992 includeeffective tax benefit rate of only 1.0%, priiyabecause some of the restructuring
charges did not provide tax benefits. The compdsty adopted SFAS 109, "Accounting for Income Taxessulting in tax benefits of $5.5
million for 1992 being credited directly to retathearnings rather than to income taxes on the tidased statement of earnings.

Restructuring charges for 1993, totaling $89.9iomlbefore tax, were included in the earnings fiamtinuing businesses and were
associated with Armstrong initiatives to enhanseglbbal competitiveness. These costs are primasi#ypciated with the elimination of
employee positions in the U.S. and Europe. Fofutigear 1992, restructuring charges totaled $868illion before tax and related to the
closing of four major manufacturing plants; thelsgaback of operations in certain other plantshie U. S. and abroad; accruals for costs
associated with the elimination of positions throogt the rest of the company; as well as write-dowfithe value of land, buildings,
equipment, and intangible assets of the compangh Gatlays for the 1993 restructuring charges®atiur primarily throughout 1994 and
should be fully recovered within two to three years
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The cost of goods sold for 1993, when expressedpescent of sales, was 71.4%--the lowest levelhiedast four years--and compares
favorably with 1992's cost of goods sold of 74.T%ese lower costs reflect the positive effecthef1992 restructuring activities,
productivity gains, some pricing increases, andipcd mix enhancements.

Interest expense was favorably affected by lowét tevels and lower interest accruals for tax ddtiigns. Miscellaneous income and expense
in 1993 included the positive effects of lower atization of acquired intangibles as a result of1882 restructuring, profits resulting from

the closing out of some interest rate swaps ircgudiion of interest rate increases, and gain ncfaassets. Partially offsetting these positive
effects were some increased environmental expamgka small foreign exchange loss in 1993 compaittda small foreign exchange gain

in 1992.

Geographic area results (see pages 7 and 8)

United States--Sales increased by nearly 4% fro®2 1&vels. The 1992 net sales included five moaftike building products segment's grid
sales that were made prior to the formation ofAhastrong and Worthington Industries joint vent(W¢AVE) effective June 1, 1992.
Removing these sales from 1992 would result indatit@nal 1% increase in the year-to-year salespaomeon. Operating profits jumped
251% when comparing 1993 with those of 1992. Theiraing economic recovery provided increased opymity in our end-use markets.
During 1993, single family housing starts increa®gland the sale of existing single family homeserpearly 8%. Nonresidential new
construction appeared to be close to the bottoits af/cle.

A major source of higher sales in 1993 was theifsaggmt increase in business channeled througlonatihome centers and mass
merchandisers. These sales, coupled with the straergilient flooring business, were major faciargenerating significantly higher
operating profits. The furniture and ceramic tilesinesses also generated higher sales, whileisales building products and textile produ
businesses were lower. The operating profit impnoamets were also driven by the 1992 restructuriniyiéies that resulted in lower
manufacturing costs in most domestic businessesoime higher sales levels, and by continuing priddticimprovements.

Operating profits for both years included signifiteestructuring charges. The 1993 and 1992 rdsiing charges total about $37 million ¢
$98 million, respectively. The 1993 restructurif@rges were primarily attributable to position efiations. The 1992 restructuring charges
included closing two plants, the write-down of fikassets, and the elimination of employee positions

Export sales of Armstrong products from the U.Srade customers increased nearly $3 million, 86,1dompared with 1992.

Europe--The 1993 European economic environmenfrased to be weak in both the commercial and resiglemarkets; however, the British
market offered some improvement for Armstrong patgluNet sales decreased 16%, but two-thirds ofitloline reflected the weakening of
European currencies. Excluding the impact of thenst U.S. dollar, insulation products was the dnginess in Europe that recorded a year-
to-year sales increase. The European building mtschwusiness relies entirely on commercial consbn@nd had the largest decline, nearly
12%. Even with lower sales, operating profits forépe improved 41%. This improvement was primatiky result of lower costs caused by
restructuring actions taken in the latter part @2, including the closing of the Ghlin, Belgiunejllngs manufacturing facility.

Other foreign-Sales in 1993 declined nearly 4% from those of 1@9#rating profits were recorded for 1993 compavigld an operating los
in 1992. The 1992 operating loss resulted fronTuestring charges associated with the closing ef@atineau, Canada, ceilings
manufacturing plant. The overall sales decline aassult of lower sales of resilient flooring inppda and Southeast Asia that were partially
offset by higher sales of flooring in Australia a@dnada and of building products in the Pacific Riixcluding the impact of the restructur
charges in 1992, operating profit for 1993 increldsethe year- to-year comparison.

Industry segment results (see pages 3 and 4)

Floor coverings--Worldwide sales were 5% highet®3 than in 1992, with operating profits incregdinreefold from 1992 levels. The
operating profit included restructuring charge4993 of almost $28 million compared with nearly $8illion in 1992. Almost three-fourths
of the 1993 restructuring charges were relatecttaruic tile with the remainder recorded in resili#gooring. Nearly all of the 1992
restructuring charges related to ceramic tile.

Sales in the resilient flooring portion increasedNiorth America but were lower in the European Badific areas. The North American
increase was driven by sales in the U.S. markédt stiong growth through national account home esrsted mass merchandisers as well as
modest growth through wholesalers. The U.S. regifleoring business was also helped by higherssalexisting homes and new housing
construction. Ceramic tile recorded a modest satxease primarily because of its residential bessn The commercial institutional market
for ceramic tile continued to be weak, providirttjdi sales growth in 1993 compared with 1992.
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Operating profits, excluding the effects of restauing charges, increased 42%. Resilient flooripgrating profits improved because of the
higher sales levels and because of significantielomanufacturing costs that were achieved by m®oaprovement and productivity gains.
Ceramic tile continued to record a loss in 1998 d&l in 1992, but the losses were less in each®fl993 quarters when compared with
1992. The ceramic tile business was adversely teffidoy very competitive pricing and a shift in puetimix to lower margin products.

Capital investments for 1993 were higher than tladsE992 with continued concentration of these exjiteres in improving and maintaining
the current manufacturing processes and in gengratiditional capacity from existing equipment.

Building products--On a worldwide basis, marketditions did not improve in the commercial constimetmarkets in 1993. The North
American sales comparison reflects a decline bectnesfirst five months of 1992 included grid thats sold prior to the formation of the
WAVE joint venture. The European markets, with ¢éixeeption of the United Kingdom, were weaker in398uropean sales declined by
nearly 22%, of which half was caused by weaker fean currencies.

The 1993 operating profit included restructuringrges of nearly $14 million, while the 1992 opergtioss included $35 million of
restructuring charges. This segment lowered its stoscture significantly as a result of restrutgractions taken in 1992 that included the
closing of two manufacturing facilities and produity improvements that were attained in 1993. Ewath lower sales and competitive
pricing early in 1993, the lower cost structuret tivas put in place, coupled with some higher spi&es in the second half of 1993, permit
this segment to increase operating profits.

Capital investments in 1993 were about the sani®838, but both years' expenditures were lower tiepreciation levels.

Furniture--Operating results for this segment wersitive--1993 sales nearly 3% higher than thosE98R and operating profits more than
150% higher than last year. Both years containstiueturing charges that were less than $1 miliioh993 and nearly $5 million in 1992.
Exclusive of restructuring charges, this segmetdnged operating profits that were 80% higher tfaatyear.

With the U.S. consumer household durable goodsdipgrincreasing in 1993, modest sales increases meeprded in the Thomasville wood
and upholstery business that more than offsetiexin the Armstrong retail, ready-to- assemblaifure, and the contract business.

The operating profit improvement was driven by leigkales volume, lower costs resulting from the2l@Structuring program, and impro\
productivity. Higher lumber costs had a negativpact on 1992 operating results and continued tease throughout much of 1993 but w
offset by increased sales prices. Capital expergditin 1993 increased modestly over those of 1992.

Industry products--Almost three-quarters of thesalf this segment generally occur in European etgrkvhich in 1993 remained in
recession, limiting growth opportunities. Worldwisigles declined nearly 7%, with the stronger Udladaccounting for 95% of the decline.
Operating profits declined by slightly more than,##th restructuring charges of almost $13 milliareach year.

The insulation business remains the most signifipartion of this segment. Excluding the negatiffea of currency translation, sales grew
modestly while operating profits recorded a smatlthe. The German market remained relatively gtifom this business while markets in
other European countries were adversely affecteddak economies. Sales in North America and th&iP&m recorded a small increase
1993. While the insulation business restructuriregpams did lower costs, they were not able toetffise impact of the lower sales and
competitive pricing pressures.

The textile mill supplies business recorded sigaitfitly lower sales that were driven by the worldwidcession in the textile industry. This
business, while lowering its cost structure, waahli to offset the impact of the significantly laveales worldwide. The gasket materials
business recorded slightly lower sales, with a bdedline in operating profit from 1992 levels.

Capital expenditures were reduced by about ond-frim 1992 levels, but were almost 40% greatem #ranual depreciation levels. The
capital investments continue generally to suppgrtre growth of this segment.
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1992 compared with 1991
Financial condition

As shown on the Consolidated Statements of Cashidrloet cash provided by operating activities i82L@%as $186.8 million, more than
sufficient to cover investments in property, plarid equipment, and dividends, and an investmeaiiew joint venture. The balance of c:
including cash proceeds from sale of assets, wed tasreduce debt and increase cash and cash kisva

During the first quarter of 1992, the company redeé, for $8.8 million, all outstanding 8% sinkifigad debentures due in 1996 at face vi
plus accrued interest to the date of redemption.

For 1992, the company recorded a $165.5 milliongdhéefore tax ($123.8 million after tax) in conti@e with a restructuring plan designed
to increase the overall profitability of the compdiy closing four major plants; scaling back ofta@r operations; elimination of positions
throughout the company; and write-downs of landldings, equipment and intangible assets. Approxatyawo-thirds of the before-tax
losses were noncash charges related to the wrterdb assets. Cash outlays for restructuring ctailgd 992 were approximately $9.4
million. Most of the cash outlays are expecteddoun in 1993 and to be offset by operating saviegsiting from the restructuring.

During the fourth quarter of 1992, the company aedphree new financial accounting statements: SE&g SFAS 109 and SFAS 112.
Adoption of these financial accounting statemeiais o current cash flow impact on the company.

Receivables declined $2.7 million and inventorieslidied $17.0 million. Each reflects the transhatid foreign currency receivables or
inventories to U.S. dollars at lower exchange ratiégher sales volume late in the fourth quartereéased receivables and helped lower
inventories. Current income tax benefits incregg®&d million, principally because of deferred taenbfits related to restructuring charges.
Other noncurrent assets decreased $53.1 millicausecof a $30.0 million write-off of intangible atsand a $30.0 million reduction of
prepaid pension costs, both attributable to resirirg activities. Partially offsetting the decreasn noncurrent assets were investments il
WAVE grid joint venture.
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The company's year-end ratio of current assetarteat liabilities declined to approximately 1.3l1tdrom the 1.5 to 1 ratio reported in 1991.
The major cause of the decline is the $47.9 milbbaccrued expenses associated with restructactigities.

The company is involved in significant litigatiomhich is described more fully under "Litigation" pages 60-65 and which should be read in
connection with this discussion and analysis.

Although the company does not know how many claiitisbe filed against it in the future, nor the dié$ thereof or of pending suits not fully
reviewed, nor the expense and any liability thay mamately result therefrom, based upon its eigare and other factors, the company
believes that it is probable that nearly all of &xpenses and any liability payments associataewhin will be paid--in the case of the
personal injury claims, by agreed-to coverage utfuziVellington Agreement and supplemented by paysigy nonsubscribing insurers that
entered into settlement agreements with the compadyadditional insurance coverage reasonablyipated from the outcome of the
insurance litigation and from the company's claiorson-products coverage, both under certain aste policies covered by the Wellington
Agreement and under certain insurance policiecoeéred by the Wellington Agreement which claimsehget to be accepted by the
carriers--and in the case of the property damagjensl under an existing interim agreement, by @sce coverage settlement agreements anc
through additional coverage reasonably anticip&tad the outcome of the insurance litigation. Te #xtent that costs of the property
damage litigation are being paid by the compamgarance carriers under reservation of rightsctimepany believes that it is probable that
such payments will not be subjected to recoupniénis, the company has not recorded any liabilityafoy defense costs or indemnity
relating to these lawsuits other than a reserv®ther long-term liabilities” for the estimated potial liability associated with claims pending
intended to cover potential liability and settlerneosts, legal and administrative costs not covereter the agreements, and certain other
factors which have been involved in the litigatadyout which uncertainties exist. Even though umdeties still remain as to the potential
number of unasserted claims, the liability resgltinerefrom, and the ultimate scope of its insueacaverage, after consideration of the
factors involved, including the Wellington Agreemgihe settlements with other insurance carridses rémaining reserve, the establishme
the Center for Claims Resolution, the proposedesatint class action, and its experience, the cognpalieves that this litigation will not
have a material adverse effect on its earningsidity, or financial position.

Reference is made to the litigation involving Thdustry Network System, Inc. (TINS), discussed aggs 64-65. The company denies all of
TINS' claims and accordingly is vigorously defergdthe matter. In the event that a jury finds agaims company, such jury verdict could
entail unknown amounts which, if sustained, cowdeéha material adverse effect on its earnings awaaéial position.

Long-term debt, excluding the company's guarantéleeoESOP loan, was reduced by $34.8 million iB2LAt year-end 1992, lonigrm dehb
represented 47% of shareholders' equity compargd3#Pb6 at the end of 1991. The increase is thdtreGshareholder equity reductions
caused primarily by the cumulative-effect chargesifadoption of accounting statements and restrincteharges previously discussed.

Should a need develop for additional financings ihanagement's opinion that the company has grffifinancial strength to warrant the
required support from lending institutions and fio@l markets. In June 1992, the company's registratatement for $250 million of debt
securities was declared effective.

Consolidated results

Record net sales in 1992 of $2.55 hillion increas&do from $2.44 billion in 1991. Increased salppartunity was provided by the
residential, do-it- yourself, and industrial magewhile for the fifth consecutive year, commercrarkets remained depressed. European
economies continued
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to reflect a recessionary environment, which resbibh reduced demands for the company's produalss $ each of the 1992 quarters were
above those of 1991. The rate of growth was higinete first quarter, but was lower during the see quarters of the year.

Net losses in 1992 were $227.7 million, comparetth wet earnings of $48.2 million in 1991. Net lasper share of common stock for 1¢
were $6.49 on both a primary and fully diluted basimpared with 1991 net earnings of 77 centsmBmes

The return on common shareholders' equity in 1982 avnegative 33.9% compared with a positive reifit13% in 1991.

The 1992 losses reflect charges of $167.8 milliver #ax related to the company's adoption, retiea¢o January 1, 1992, of SFAS 106 and
SFAS 112. The 1991 net earnings included a $12libmafter-tax provision related to discontinuedsmesses.

Losses from continuing businesses in 1992 totai@d%million, compared with earnings from contirgiinusinesses of $60.6 million in 19¢
The loss per share of common stock from continbingjinesses was $1.98 on both a primary and fullyedl basis compared with 1991
earnings per share of $1.11.

The net loss for 1992 included an effective taxdiiémate of 1.0% compared with 1991's effectiverate of 39.6%. The reduced 1992 tax
benefit rate is generally because some of theugsiing charges do not provide tax benefits. lditah, a lower share of foreign countries'
earnings resulted in lower tax rates. The compésty adopted SFAS 109 resulting in tax benefitsob3nillion for 1992 being credited
directly to retained earnings rather than to incéax@s on the consolidated statement of earninys. 1991 effective tax rate included an
increased share of the company's earnings comimng fioreign countries with higher tax rates and & $8illion deferred income tax charge
reflecting increases in state income tax rates.

The loss from continuing businesses before incamestwas $60.4 million, compared to earnings frontinuing businesses before income
taxes in 1991 of $100.3 million.

Included in the loss from continuing businessegHerfull year 1992 were restructuring charges1&35 million before tax. These
restructuring charges related to the closing of foajor manufacturing plants--two in the U.S., @m€anada, one in Belgium--and to the
scaling back of operations in certain other plamthe U.S. and abroad. Also included were accrigalsosts associated with elimination of
positions throughout the company, as well as wademns of the value of land, buildings, equipment] atangible assets of the company.
cash outlays for the restructuring charges willuwgarimarily in 1993 and are expected to be receddry the savings resulting from the
restructuring. Restructuring charges for 1991 artemito $8.4 million after tax.

Lower short-term interest rates favorably affedteédrest expense. Miscellaneous income and experi#92 included the positive effects of
an insurance reimbursement for certain costs assacwith the 1990 takeover threat, foreign exckagajns, lower amortization of
intangibles, and a gain from the early retiremedmtestain debt; the 1991 results included foreigohange gains of $5.9 million.

The cost of goods sold for 1992, when expressedpescent of sales, was 74.1% compared with 19%189%. This higher cost relationshif
the result of the previously mentioned expenseuadsirequired by SFAS 106 and SFAS 112. Operatiaglis were affected by competitive
pricing pressures and higher fixed costs concumétht slow sales growth.
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Geographic area results (see pages 7 and 8)

United States--Sales increased more than 4% whéeating profits declined 61% when compared witBllResidential end-use markets
improved significantly in 1992 when compared wi#91. Single family housing starts increased atubbtindigit rate while the sales of
existing single family homes provided a more modiestease. New construction put in place for pgvadnresidential buildings was
significantly lower in 1992 than in 1991.

The 1992 net sales included only five months ofithidding products segment's grid sales compardd avfull year's sales in 1991 as a result
of the grid joint venture with Worthington Industsi effective June 1, 1992. Results after that loiae been recorded on an equity-accounting
basis. The major contributor to increased sald982 was the resilient flooring business which ligse: from significant new product
introductions and year-to-year improvements ingreiously mentioned single family housing startd aales of existing homes. Most
domestic businesses were affected by competitidepammotional pricing and less favorable product.miosts associated with the expansion
of the residential ceramic tile program adversaipacted profit performance.

The largest decline in operating profit is attréddule to the major restructuring charges recordethgud 992, including the closing of the
Pleasant Garden, N.C., furniture plant, the closifhe Quakertown, Pa., quarry-tile ceramic pland related accruals for the wridlewns o
land, buildings, and equipment, as well as elimamabf employee positions.

Export sales of Armstrong products from the U.Srade customers declined $5 million or 17% dudf§2 when compared with 1991.

Europe--The 1992 economic environment in Européicoed to weaken in both the commercial and residemarkets. Net sales increased
7%, but more than half of the increase was thetre§translating foreign currency sales to
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U.S. dollars at higher exchange rates. Operatinfitpdeclined 56%. Nearly 60% of this decline wag to restructuring charges related to
the closing of the Ghlin, Belgium, plant and toraeds for the elimination of employee positionseTEuropean insulation business continued
its sales and operating profit improvement, pritgaas a result of a strong German insulation markeis business's operating profit was
reduced by start-up costs related to new faciliieSpain and Germany during 1992. The Europedimgsibusiness was affected by the
depressed commercial markets coupled with compeftitiicing and a less favorable product mix.

Other foreign--Sales in 1992 declined 3% from thois&991 while an operating loss was recordedtenyear. The operating loss included
restructuring charges associated with the closfrijeGatineau, Canada, ceilings manufacturingtpales improvement was recorded in
Southeast Asian area, but operating profits dedlinghis area as a result of increased costsatigatiesigned to obtain future growth.

Industry segment results (see pages 3 and 4)

Floor coverings--Sales were 7% higher in 1992 ihat®91, with operating profits declining by 64%péating profits include restructuring
charges in 1992 of nearly $81 million compared igmillion in 1991. Nearly all of the restructugicharges relate to ceramic tile.

Sales in the resilient flooring portion increasgphgicantly, paced by sales in North America, wdharnew annual sales record was set with
the help of the introduction of the largest-evesoagnent of new flooring products during the secqudrter of 1992. Ceramic tile recorded a
small increase in sales primarily because of theld@ments in the residential ceramic tile markieteugh American Olean and Armstrong
distribution channels. The ceramic tile portion tiomes to be adversely affected by the depressexnescial institutional market and
recorded losses in both 1992 and 1991.

Operating profits during 1992, while positively effed by the sales growth, were adversely affdeyatbmpetitive pricing, movement
towards a lower margin sales mix, small increasaa\w material costs in the second half of the yaad continuing costs related to the new
residential ceramic tile businesses.

Capital investments for 1992 were lower than 199tlcentinued to be directed toward product develapincycle-time reduction, and
manufacturing process improvements.

Building products--On a worldwide basis, marketdaitions remained depressed in the commercial coctstn markets, resulting in lower
opportunity and declining product prices. Saledided nearly 3% year to year while recording anrapirg loss that included restructuring
charges of $35 million in 1992 compared with $4i8iom in 1991.

The year-to-year sales decline was caused bydhefar of grid sales for the last seven month<98R1to the WAVE joint venture.

The continued decline of nonresidential constructiothe U.S. and abroad significantly affecteddperating results. Worldwide competitive
pricing pressures and lack of sales growth erogedating profit faster than the company's abilityawer costs.
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Capital investments in 1992 were reduced signifigdnom prior year levels and were directed towsandanufacturing process improvement
and consolidations.

During 1992, the company closed its Gatineau, Canaad Ghlin, Belgium, ceilings plants and scalackiother operations. In 1991,
Armstrong exited certain wall businesses and itsriSot+ Surfaces architectural products business.

Furniture--The 1992 sales increased 5%, while djpey@rofits declined 43%, including restructuricigarges of $4.8 million.

The contract furniture, ready-to-assemble furnitared upholstered furniture businesses reflectles sacreases that were partially offset by
lower sales in the Thomasville wood business. Qpeyaesults were adversely affected by promotigmading efforts, higher lumber costs,
and increased costs for employee medical benefits.

Actions were taken in 1992 to monitor customerséatition, increase square footage of the Thomaskidime Furnishings Stores, reengineer
upholstery operations to improve service, and dgvalcomputerized order service system for expegghipments. Investments in these
areas increased capital expenditures modestlyd®? tompared with 1991. Restructuring actions ishetliclosing the Pleasant Garden
manufacturing facility and elimination of salariechployee positions.

Industry products--Worldwide sales increased 11%engperating profits declined $7.7 million, or 18®Restructuring charges were $12.5
million in 1992 and $2.2 million in 1991.

The insulation business remained strong in 1992udmex of the European markets, particularly in Gagmbew product introductions and
improved technical values through new formulatiaited the success of this business. Profitabilag slowed somewhat by sta-costs fo
new facilities in Spain and Germany that increassmghcity. The gasket materials business recordexgssales and operating profit increases
when compared with 1991. The textile mill supplesiness recorded small sales increases, but operasults declined because of cost and
pricing pressures.

-31-



Item 8. Financial Statements and Supplementary Data

FINANCIAL STATEMENTS AND REVIEW CONSOLIDATED STATEM ENTS OF EARNINGS
The Financial Review, pages 38-65, is an integaal f these statements.

Years ended December 31 (millions except for per-sh are data) 1993 1992 1991

Current earnings

Net sales $2,525.4 $2,549.8 $2,439.3

-Cost of goods sold 1,802.3 1,888.7 18011
EBross profit 723.1 o611 6 382
-Selling and administrative expense 505.0 si6 4 683

Earnings from continuing businesses before other

income (expense) and income taxes 218.1 149.5 169.9

Other income (expense):

Interest expense (38.0) (41.6) (45.8)
) Restructuring charges (89.9) aess ( 128)
) Miscellaneous income (expense) 0.5 28 ( 110)
' (127.4) (009) (69.6)
;Earnings (loss) from continuing businesses before i ncome taxes 90.7 ©4 1003
Income taxes 27.2 os 3 97 -----
;Earnings (loss) from continuing businesses 63.5 G090 6 06 -----

Discontinued businesses:

Loss, net of income tax benefit of $1.9 - - (3.8)
Provision for loss on disposition of discontinued businesses,
net of income tax benefit of $4.6 - - (8.6)

Cumulative effect of changes in accounting for:

Postretirement benefits, net of income tax benefi t of $84.9 - (135.4) --
) Postemployment benefits, net of income tax benefi t of $20.9 - (32.4) -------
;\let earnings (loss) $ 63.5 $(227.7) $482
-Dividends paid on Series A convertible preferred st ock 19.2 93 1 94 -----
-Tax benefit on dividends paid on unallocated prefer red shares 5.3 5.5 -------
;\let earnings (loss) applicable to common stock $ 49.6 $(241.5) $288
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Per share of common stock:

Primary:
) Earnings (loss) from continuing businesses $ 1.32 $ (1.98) $111
) Loss from discontinued businesses - - ( 11)
) Provision for loss on disposition of discontinu ed businesses - ST ( 23)
) Cumulative effect of changes in accounting for:
) Postretirement benefits - (3.64) -------
) Postemployment benefits - (.87) -------
) Net earnings (loss) $ 1.32 $ (6.49) $ 77

Fully diluted:
) Earnings (loss) from continuing businesses $ 1.26 $ (1.98) $1ll
) Loss from discontinued businesses - - ( 11)
) Provision for loss on disposition of discontinu ed businesses - S T ( 23)
) Cumulative effect of changes in accounting for:
) Postretirement benefits - (3.64) -------
) Postemployment benefits - (.87) -------
) Net earnings (loss) $ 1.26 $ (6.49) $77
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FINANCIAL STATEMENTS AND REVIEW CONSOLIDATED BALANC E SHEETS
The Financial Review, pages 38-65, is an integaal @f these statements.

As of December 31 (millions except for numbers of s hares and per-share data) 1993 1992

Assets

Current assets:

Cash and cash equivalents $ 91 $ 152

Accounts and notes receivable

(less allowance for discounts and losses: 1993- -$37.5; 1992--$32.2) 283.5 302.6
) Inventories 2862 3 194
) Income tax benefits 8 4 32 -----
- Other current assets 28 3 23 -----
- Total current assets 6204 7 127

Property, plant, and equipment

(less accumulated depreciation and amortization: 1993--$1,006.7; 1992--$936.3) 1,039.1 1,072.0
Other noncurrent assets 249.8 225.1
Total assets $1,929.3 $2,009.8

Liabilities and shareholders' equity

Current liabilities:

Short-term debt $ 105.4 $ 2237
) Current installments of long-term debt 5.8 94 -----
) Accounts payable and accrued expenses 2083 2 902
- Income taxes T 2 23 -----
- Total current liabilities 63 5 456
-Long-term debt :68 2 666
;Employee Stock Ownership Plan loan guarantee 2539 2 602
[Deferred income taxes 88 2 55 -----
bostretirement and postemployment benefit liability 2637 2 795
-Other long-term liabilities %6 5 29 -----
;\/Iinority interest in subsidiaries 07 1 03 -----
) Total noncurrent liabilities o235 8 950
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Shareholders' equity:

Class A preferred stock. Authorized 20 million sh

issued 5,654,450 shares of Series A convertible

outstanding: 1993--5,527,692 shares; 1992--5,57

retired: 1993--126,758 shares; 1992--76,185 sha

Common stock, $1 par value per share.

Authorized 200 million shares; issued 51,878,91

Capital in excess of par value

Reduction for ESOP loan guarantee

Retained earnings

Foreign currency translation

Less common stock in treasury, at cost: 1993--14,

1992--14,750,597 shares

Total shareholders' equity

Total liabilities and shareholders' equity

ares;

preferred stock;

8,265 shares;

res 263.9

0 shares 51.9

29.7

(241.8)

927.7

(3-4)

1,028.0

656,488 shares;

458.5

569.5

$1,929.3

$2,009.8
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FINANCIAL STATEMENTS AND REVIEW CONSOLIDATED STATEM ENTS OF CASH FLOWS

The Financial Review, pages 38-65, is an integaal @f these statements.

Years ended December 31 (millions) 1993 1992 1991
Cash flows from operating activities:

-Net earnings (loss) $ 63.5 $(227.7) $482
) Adjustments to reconcile net earnings (loss) to n etcash T
) provided by operating activities: T
) Depreciation and amortization 130.0 1o 1357
) Deferred income taxes (1.3) @6 ( 16)
) Loss from restructuring activities, net of paid costs 50.6 156.1 -------
) Loss from cumulative effect of changes in accou nting - 167.8 -------
) Loss on sale of discontinued businesses - - 86 ------
) Changes in operating assets and liabilities net of
) effect of accounting changes, restructuring, and disposions:
) (Increase) decrease in receivables 18.3 ao) ( 39)
) (Increase) decrease in inventories 28.4 w 7 9 ------
) (Increase) decrease in other current assets 10.8 02 ( 171)
) (Increase) in other noncurrent assets (45.3) @70 ( 232)
) Increase (decrease) in accounts payable and a ccrued expenses 18.0 79 ( 258)
) Increase (decrease) in income taxes payable 11.3 4 ( 44)
) Increase in other long-term liabilities 15.5 s 1 51 -----
) Other, net (8.6) ss 1 09 -----
;\let cash provided by operating activities 291.2 168 1504
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Cash flows from investing activities:

Purchases of property, plant, and equipment (117.6) (115.8) (133.4)
) Proceeds from sale of land and facilities 10.3 5.5 30 ______
) Investment in joint ventures - (4.2) -------
;\let cash used for investing activities (107.3) aas (1304)

Cash flows from financing activities:

Increase (decrease) in short-term debt (114.9) 255 (47.6)

) Issuance of long-term debt - - 8 32 -----
) Reduction of long-term debt 9.2) @6 ( 52)
) Cash dividends paid (63.8) ©s8 ( 636)
*Other, net 2.9) 65 @7
;\let cash used for financing activities (190.7) ©24 ( 369)
;Effect of exchange rate changes on cash and cash eq uivalents 7 (2.9) 5 ______
;\let increase (decrease) in cash and cash equivalent S $ (6.1) $ 7.0 $(164)
Cash and cash equivalents at beginning of year $ 15.2 $ 8.2 $ 246

Cash and cash equivalents at end of year $ 9.1 $ 15.2 $ 8.2

Supplemental cash flow information

Interest paid $ 33.8 $ 39.9 $ 45.0

Income taxes paid $ 158 $ 31.0 $ 535
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FINANCIAL REVIEW

The consolidated financial statements and the apaoging data in this report include the accounthefparent Armstrong World Industries,
Inc., and its domestic and foreign subsidiarie$ sfnificant intercompany transactions have bdenieated from the consolidated
statements.

OPERATING STATEMENT ITEMS

Net sales in 1993 total $2,525.4 million, 1.0% ketbe 1992 total of $2,549.8 million. 1992 salesew¢.5% above the 1991 total of $2,43
million.

The amounts reported as net sales are the tota sdlled during the year less the sales valueofig returned, trade discounts and custor
allowances, and freight costs incurred in delivgfnoducts to customers.

Net earnings of $63.5 million for 1993 comparedwétnet loss for 1992 of $227.7 million and eargsing$48.2 million for 1991. Included
the earnings for 1993 were restructuring charge®66f0 million after tax. For years 1992 and 19fer-tax restructuring charges were
$123.8 million and $8.4 million, respectively. Th@92 loss also included a $167.8 million after¢harge for the cumulative effect of
changes in accounting related to the adoptionate8tent of Financial Accounting Standards (SFAS), IBmployers' Accounting for
Postretirement Benefits Other Than Pensions," &#iSS112, "Employers' Accounting for PostemploymBanefits."

Earnings (loss) per common share are presenteueo@idnsolidated Statements of Earnings on page 32.

Primary earnings (loss) per share, for "Earningss) from continuing businesses" and "Net earniugs),” are determined by dividing the
earnings

(loss), after deducting preferred dividends (nebafbenefits on unallocated shares), by the aeemaghber of common shares outstanding
shares issuable under stock options, if dilutive.

Fully diluted earnings (loss) per share includeghares of common stock outstanding and the ad@mgio common shares and earnings
(loss) required to portray the convertible preférsbares on an "if converted" basis unless thetegeantidilutive.

Research and development costs were $59.5 milid®93, $60.3 million in 1992, and $55.6 millionlia91.
Advertising costs were $37.8 million in 1993, $4ehdlion in 1992, and $42.9 million in 1991.
Maintenance and repair costs were $126.1 milliobd83, $137.2 million in 1992, and $138.1 million1i991.

Depreciation and amortization amounted to $13010Bamiin 1993, $136.9 million in 1992, and $135.8lion in 1991. These amounts inclu
amortization of intangible assets of $10.0 milliorL993, $16.2 million in 1992, and $18.0 million1991.
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Depreciation charges for financial reporting pugmare determined generally on the straight-lirsishat rates calculated to provide for the
retirement of assets at the end of their usefekliAccelerated depreciation is generally usedbfopurposes. When assets are disposed of or
retired, their costs and related depreciation emeoved from the books, and any resulting gainessds are reflected in "Miscellaneous
income (expense)." Intangibles are amortized oeeiofds ranging from three to 40 years.

Restructuring charges amounted to $89.9 millioh983 compared with similar charges of $165.5 millie 1992 and $12.8 million in 1991.

The 1993 charges were primarily the result of aaisrior severance and special retirement incentigesciated with the elimination of
employee positions.

The 1992 charges relate to the company's closifiguofmajor manufacturing facilities--two in the&J, one in Canada, one in Belgium--and
to the scaling back of operations in certain offlants in the U.S. and abroad. The provision aistudes accruals for costs associated with
the elimination of positions throughout the compaag/well as write-downs of the value of land, thwijs, equipment and intangible assets of
the company.

Details of miscellaneous

income (expense) (millions) 1993 1992 1991
Interest and dividend income $75 $45 $ 53
;:oreign exchange, net gain (loss) (.7) 14 ------ 5 9-
:Amortization of intangiblesand
other, net (loss) (4.2) (6.8) (20.1)
Subtotal 2.6 (.9 (8.9
Less minority interest 2.1 19 21
Total $.5 $(2.8) $(11.0)

Employee compensation is presented in the tabteirbehd excludes restructuring charges for severapsts and early retirement incentives.

Employee compensation

cost summary (millions) 1993 1992 1991
Wages and salaries $709.8 $741.5 $699.4
I-Dayroll taxes 68.2 743 ----- 6 96-3
IDension credits (3.5) (7)29)-
I-nsurance and other benefit costs 78.0 872 ----- 6 2;
Total $852.5 $902.3 $830.8

Average total employment of 21,682 in 1993 compaiidéis 23,500 in 1992 and 24,066 in 1991.
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Pension costs

The company and a number of its subsidiaries hawsipn plans covering substantially all employ&esnefits from the principal plan are

based on the employee's compensation and yeaesvites

Generally, the company's practice is to fund thear@lly determined current service costs andatheunts necessary to amortize prior
service obligations over periods ranging up to 8arg, but not in excess of the full funding liniat

Funding requirements are determined independeh#ymense, using an expected long-term rate ofiretn assets of 8.67%. The company's
principal plan is subject to the full funding liratton in 1993, 1992, and 1991, and the company madmntribution to that plan in any of
these years. Contributions of $.8 million in 1993 million in 1992, and $.3 million in 1991 wereade to defined-benefit plans of company

subsidiaries.
The total pension cost from all plans are preseintéide table below.

Total pension cost (millions) 1993

1992 1991

U.S. defined-benefit plans:

Net pension credit $(17.4) $(16.2) $(13.0)
Early retirement incentives 38.0 30.0 45
I-Defined contribution plans 6.0 59 ------ 5 3-
;\lon-U.S. defined-benefit plans:
) Net pension cost 6.1 61 ------ 4 0-
) Early retirement incentives - 13--
bther funded and unfunded
pension costs 1.8 22 28
Total pension cost $34.5 $29.3 $ 36
The net credit for U.S. defined-benefit pensiomplas presented in the table below.
Net credit for U.S. defined-benefit
pension plans (millions) 1993 1992 1991
Actual return on assets $(236.9) $(94.8) $(210.6)
I-_ess amount deferred 155.9 1781-L40-2
Expected return on assets (81.0) (77.0) (70.4)
;\let amortization and other (6.9) (63)&45;
:Service cost-benefits earned
during the year 19.1 18.7 16.2
I-nterest onthe projected benefit
obligation 51.4 484 457
Net pension credit $(17.4) $(16.2) $ (13.0)
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Accruals for the cost of early retirement incensiveere $38.0 million in 1993 compared with $30.0iam in 1992. The cost of these
incentives is included as a part of the restruntpdharges discussed on page 39.

The company has defined-contribution pension plansligible employees at certain of its U.S. sdizgiies, such as the Employee Stock

Ownership Plan (ESOP) described on page 44. Comgantyibutio
with other plans' contributions and costs, basethercompensatio
1993, $5.9 million in 1992, and $5.3 million in 1199

ns and accrued compensation expenateteto the ESOP are included
n of each eligible employee. Thasoof such plans totaled $6.0 million in

The funded status of the company's U.S. defineafitgrension plans is presented in the followinlgea

Funded status of U.S. defined-benefit
pension plans (millions)

1993 1992

Actuarial present value of benefit obligations:

Vested benefit obligation $ (704.0) $ (585.4)

Accumulated benefit obligation $ (743.1) $ (620.5)

Projected benefit obligation for

services rendered to date $ (797.2) $ (712.1)

Plan assets at fair value 1,248.2 1,059.4
Plan assets in excess of projected

benefit obligation 451.0 347.3
iJnrecognized transition asset (530)-(59-3)
[Jnrecognized prior service cost 1142-84-9
iJnrecognized net gain-experience

different from assumptions (428.3) (285.7)
I-Drovision for restructuring charges (271)-(10-6)
Prepaid pension cost $ 56.8 $ 76.6

The plan assets at each December 31 are basedasumments from October 31 to December 31. Statedr aalue, they are primarily

listed stocks, bonds, and investments with a magurance company.

Note: Rates used in determining the actuarial ptesaue of the projected benefit obligation at émel of 1993 and 1992 are: (1) the discc
rate or the assumed rate at which the pension ieetild be effectively settled, 7.00% in 1993 &r2b% in 1992; and (2) the compensation
rate or the long-term rate at which compensati@xjgected to increase as a result of inflationgmriions, seniority, and other factors, 4.75%
in both 1993 and 1992. The expected long-termahteturn on assets was 8.25% in both 1993 and.1992

The company has pension plans covering employegsiumber of foreign countries which utilize asstions that are consistent, but not
identical, with those of the U.S. plans.

Net cost for non-U.S. defined-benefit

pension plans (millions) 1993 1992 1991
Actual return on assets $(14.3) $(9.1) $(8.7)
I-_ess amount deferred 8.0 26 ------ 2 4-
Expected return on assets (6.3) (6.5) (6.3)
;\let amortization and other 5 5-1-
:Service cost-benefits earned
during the year 5.2 53 44
I-nterest onthe projected benefit
obligation 6.7 6.8 5.8
Net pension cost $ 6.1 $6.1 $4.0

The following table presents the funded statudiefrion-U.S. defined- benefit pension plans at Déesr81.
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Funded status of non-U.S. defined-benefit

pension plans (millions) 1993 1992
Actuarial present value of benefit obligations:
Vested benefit obligation $(83.1) $(69.6)
Accumulated benefit obligation $(88.7) $(73.8)
Projected benefit obligation for
services rendered to date $(95.9) $(84.8)
Plan assets at fair value 58.3 785

Projected benefit obligation greater

than plan assets (37.6) (6.3)
Unrecognized transition obligation 29 36
Unrecognized prior service cost 28 3.0

Unrecognized net gain--experience

different from assumptions (49 (5.4)
Adjustment required to recognize

minimum liability (5.3) (.8)
Accrued pension cost $(42.1) $(5.9)

In 1993, a foreign subsidiary reorganized the failag arrangement of its principal pension plan badame self-insured. As a result, the
subsidiary recorded, as of December 31, 1993, pkated liabilities of $37.7 million and assetsegfial value. Prior to 1993, the asset value
had been reported as an asset of the pension plan.

Postretirement benefits other than pensions anmgdoyment benefits

The company has plans that provide for medicallié@éhsurance benefits to certain eligible emplegeworldwide, when they retire from
active service. The company funds these benefis goémarily on a pay-as-you-go basis, with thé&eetpaying a portion of the cost for
health-care benefits through deductibles and dauntidns.

In 1992, the company adopted SFAS 106, which rezegrthe estimated future cost of providing healthe and other postretirement bene
on an accrual basis over the active service liflnefemployee. Prior to 1992, postretirement béegfienses were recognized as claims were
incurred.

Armstrong elected to immediately recognize the datine effect of the change in accounting for pestement benefits of $220.3 million
($135.4 million after taxes) which representeduhinded accumulated postretirement benefit obggAPBO) as of January 1, 1992.
Under the new standard, total retiree health-caddliée insurance expense was $21.2 million in 1888 $22.3 million in 1992. These costs
were $12.7 million in 1991.

The company announced in 1989-90 a 15-year phasédatcost of health-care benefits for certaitufe retirees. These future retirees
include parent company nonunion employees and smio@ employees. Shares of ESOP convertible pexfestock (see page 44) are
scheduled to be allocated to these employees, loasedhployee age and years to expected retiredmeadldition, they may enroll in a
voluntary portion of the ESOP to purchase additishares.
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Funded status of postretirement
benefit plans (millions)

The following tables set forth the funded statuthef company's postretirement benefit plans at Déee 31 and the periodic postretirement
benefit costs.

1993 1992

Retirees

Fully eligible active plan participants

Other active plan participants

$143.3 $116.5

Total accumulated postretirement benefit
obligation

$247.9 $226.9

Unrecognized prior service credit

8.8

Unrecognized net gain (loss)

(24.1) 1.0

Accrued postretirement benefit cost

Periodic postretirement

$232.6 $227.9

benefit costs (millions) 1993 1992
Service cost of benefits earned during the year $ 39 $ 47
I-nterest coston accumulated postretirement
benefit obligation 181 17.6
Amortization of prior service credit (.8) --
Periodic postretirement benefit cost $21.2 $223

The assumed health-care cost trend rate used tsuneeine APBO was 14% in 1992, decreasing 1% partgean ultimate rate of 6% by the
year 2000. The hea-care cost trend rate assumption has a signifefiatt on the amounts reported. To illustrateh& healtheare cost tren
rate assumptions were increased by 1%, the APBf Bsecember 31, 1993, would be increased by $22lbm The effect of this change «
the total of service and interest costs for 1998ld/de an increase of $2.3 million. The APBO at &wber 31, 1993, was determined utiliz
a discount rate of 7.75% and a compensation rade/&P6. The discount and compensation rates usgeté@mmining the APBO at December
31, 1992, were 8.25% and 4.75%, respectively.

The company provides certain postemployment bentefieligible parent company and subsidiary emmey&hese benefits are provided to
former or inactive employees and their dependemtisd the time period following employment but befeetirement.

Prior to 1992, postemployment benefit expenses weregnized on a pay-as- you-go basis. In 1992cdhgpany adopted SFAS 112, which
recognizes the estimated future cost of providiogt@mployment benefits on an accrual basis oveadtiee service life of the employee.
Armstrong elected to immediately recognize the dative effect of the change in accounting for pogtéoyment benefits of $53.3 million
($32.4 million after tax), which represented théumded accumulated postemployment benefit obligathkPBO) as of January 1, 1992. A
refinement of the computation in 1993 resultedeistatements of the 1992 financial statements. Tfbetef the restatements was to reduce
the previously reported loss from continuing busges by $1.7 million or 5 cents per share and to
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reduce the previously reported net loss by $6.5anibr 18 cents per share. Total postemploymenebeexpense was $4.6 million in 1993
and $6.3 million in 1992.

Employee Stock Ownership Plan (ESOP)

In 1989, Armstrong established an ESOP that bordo$2¥0 million from banks and insurance companigsayable over 15 years and
guaranteed by the company. The ESOP used the piote@urchase 5,654,450 shares of a new serimeértible preferred stock issued by
the company. Through December 31, 1993, the ESIOBatdd to participants 1,276,350 shares and @elig®,758 shares. The preferred s
has a minimum conversion value of $47.75 per siittean annual dividend of $3.462.

The ESOP currently covers parent company nonumigpi@/ees, some union employees, and those emplojeesjor domestic subsidiaries
who wish to participate in the voluntary contritmuttiportion of the plan.

Armstrong used the proceeds from the 1989 saleedéped stock to repurchase common stock in 19891890 for the company treasury.
The company's guarantee of the ESOP loan has beerded as a long-term obligation and as a redudfichareholders' equity on its
consolidated balance sheet.

Details of ESOP debt service

payments (millions) 1993 1992 1991
Preferred dividends paid $19.2 $19.3 $194
-Employee contributions 5.9 59 ------ 6 0-
-Company contributions 3.5 22-7-

Debt service payments made
by ESOP trustee $28.6 $27.4 $26.1

The company recorded costs for the ESOP, utilizieg80% of the shares allocated method, of $4.6omiin 1993, $4.4 million in 1992, and
$3.6 million in 1991, consisting primarily of acedicompensation expenses plus company contribu@ogts for all years continue to be
offset by savings from changes to company-spongueatth-care benefits and elimination of a contidntsmatching feature in the company-
sponsored voluntary retirement savings plan.
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Taxes totaled $113.6 million in 1993, $92.4 million1992, and $126.4 million in 1991.

Details of taxes (millions) 1 993 1992 1991

Earnings (loss) from continuing
businesses before income taxes:

Domestic $8 5.7 $(59.2) $100.5
" Foreign 2 93 80 587
" Eliminations 2 43) (9.2) (589)
Total $9 0.7 $(60.4) $100.3
Income taxes:

Payable:

Federal $2 84 $204 $130
" Foreign 1 06 162 278
' State 37 32 1

4 27 398 409

Deferred:

Federal 1 4.3) (37.9) (5.7)
" Foreign ( 12) (24) 9
state Y

(1 5.5) (40.3) (1.2)

Total income taxes 2 7.2 (5) 39.7
I-Dayroll taxes 6 82-74-3-69_6
;Droperty, franchise, and capital
stock taxes 1 82 186 17.1
Total taxes $11 3.6 $92.4 $126.4
Components of deferred tax (benefit) expense:

Restructuring benefit $(2 5.4) $(39.7) $ (.7)
) Difference between book and tax

depreciation ( 3.00 37 125
) Purchased tax benefits ( 24)-(2-2)-(2é)
) Pension plan 50-3é-54-
) Alternative minimum tax 50_(Sé)£10-6)
* Other items 53 (1) (53)
Total deferred tax (benefit) expense $(1 5.5) $(40.3) $(1.2)

In 1992, the company adopted SFAS 109, "Accourfingncome Taxes," which supersedes SFAS 96. USH&S 109, deferred tax assets
and liabilities are recognized using enacted téesréor the expected future tax consequences oitetieat have been recognized in the
financial statements or tax returns. Generally, SE& prohibited consideration of any future evémisalculating deferred taxes.

SFAS 109 also requires recognition in sharehol@epgity of the tax benefit for dividends paid orallocated shares of stock held by the
ESOP which amounted to $5.3 million in 1993 and$billion in 1992. Under SFAS 96, this benefit wasognized in the statement of
earnings and amounted to $6.0 million in 1991. Exebenefit for dividends paid on allocated shdwelsl by an ESOP are recognized in the
statements of earnings under the provisions of B&AS 109 and SFAS 96.
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At December 31, 1993, unremitted earnings of suds@$ outside the United States were $93.1 mil{trcurrent balance sheet exchange
rates) on which no U.S. taxes have been provideslich earnings were to be remitted without offegttax credits in the United States,
withholding taxes would be $11.5 million. The compa intention, however, is to permanently reinthete earnings or to repatriate them
only when it is tax effective to do so.

Reconciliation to

U.S. statutory tax rate 1993 1992 1991
Statutory tax (benefit) rate 35.0% (34.00% 34.0%
-State income taxes 2.6 35 ------ 2 4-
iBenefit) on ESOP dividend (1.5) (17)(66)
EBenefit) taxes on foreignand
foreign-source income (8.8) 37 73
Other items .9 35 25
;Qestructuring charges 1.8 240--_
Effective tax (benefit) rates 30.0% (1.00% 39.6%

BALANCE SHEET ITEMS

Cash and cash equivalents decreased to $9.1 nalfitve end of 1993 from $15.2 million at the efid®02. Operating and other factors
associated with the decrease in cash and cashadeplis are detailed in the Consolidated Statenmudr@ash Flows on page 36.

Short-term investments, substantially all of whiddve maturities of three months or less when psettheare considered to be cash
equivalents and are carried at cost or less, giyegproximating market value.

Receivables declined $19.1 million in 1993, withsihof the decrease related to the collection ofozner notes and miscellaneous
receivables, and a $5.3 million reserve increasédifzounts and losses. Customers' receivablesyddc$2.0 million even though sales
increased by 4% in the fourth quarter.

Accounts and notes receivable (millions) 1993 1992
Customers' receivables $287.0 $289.0
-Customers' notes 223 ----- 2 96
;\/Iiscellaneous receivables 117 ----- 1 Gé
321.0 33438
Less allowance for discounts and losses 375 322
Net $283.5 $302.6
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Generally, the company sells its products to sefgetapproved groups of customers that includeriihg and building material distributors,
ceiling systems contractors, regional and natiomeds merchandisers and home centers, original mgaipmanufacturers, and large furniture
retailers. The businesses of these customers i@etlgiaffected by changes in economic and marbetiitions. The company considers these
factors and the financial condition of each customleen establishing its allowance for losses framlatful accounts.

The carrying amount of the receivables approximites/alue because of the short maturity of thie=ms.
Trade receivables are recorded in gross billed amsoas of date of shipment. Provision is made $tinated applicable discounts and losses.

Inventories were $33.2 million lower at the endl683, a 10 percent decline from the 1992 year-@sitipn. The decrease was primarily a
result of the successful ongoing process changasdluced cycle time and improved inventory tuardvom 8.0 to 8.8 turns on sales.
Approximately half of the inventory reduction ocred in Europe with about $4.0 million of the redantrelated to the translation of foreign
currency inventories to U.S. dollars at lower exgj®arates.

Approximately 51% in 1993 and 48% in 1992 of thenpany's total inventory is valued on a LIFO (lastfirst-out) basis. Such inventory
values were lower than would have been reported total FIFO (first-in, first-out) basis, by $109nllion at the end of 1993 and $108.3
million at year-end 1992.

Inventories (millions) 1993 1992
Finished goods $176.8 $203.4
-Goods in process 345 ----- 3 4é
;?aw materials and supplies 749 ----- 8 1;
Total $286.2 $319.4

Inventories are valued at the lower of cost or rmarRpproximately two- thirds of 1993's domestieentories are valued using the LIFO
method. Other inventories are generally determored FIFO method.

Income tax benefits were $36.8 million in 1993 &48.2 million in 1992. Of these amounts, defereeddenefits were $34.1 million in 1993
and $39.9 million in 1992.

Other current assets were $24.8 million in 1998e@ease of $7.5 million from the $32.3 millionli®92. The decrease primarily reflects a
reduction in prepaid costs.

Property, plant, and equipment (millions) 1993 1992
Land $ 322 $ 365
Buildings 5051 4908
l-\/lachinery and equipment 14465-14502
-Construction in progress 620-60-8
Gross book value 2,045.8 2,008.3
Less accumulated depreciation

and amortization 1,006.7 936.3
Net book value $ 1,039.1 $1,072.0

The $37.5 million increase in gross book value2®$5.8 million at the end of 1993 includes $11fiion for capital additions; a $12.5
million write-down for restructuring; and a $42.6llan reduction from sales, retirements, dispasis and other changes. Also, because of
translating foreign currency property, plant, agdipment into U.S. dollars at lower exchange rat883 gross book value was reduced by
$25.0 million and net book value decreased by $irfiligon.

The unexpended cost of approved capital appropnstaimounted to $69.8 million at December 31, 19@Bstantially all of which is
scheduled to be expended during 1994.

Property, plant, and equipment values are statadatisition cost, with accumulated depreciatiod amortization deducted to arrive at net
book value.
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Other noncurrent assets (millions) 1993 1992

Goodwill and other intangibles $68.1 $82.6
;Dension-related assets 76(-) ----- 9 Si
Other 1057 444
Total $249.8 $225.1

Significant items included in the $24.7 million rease were a $37.7 million addition of paid up rasge policy assets that were previously
part of a foreign subsidiary pension plan's agsets page 42) and a deferred income tax benefit®56 million. Partially offsetting these
increases were a net charge of $19.8 million tqtlepaid pension asset and a $6.4 million writesbffertain intangible assets.

Noncurrent assets are carried at cost or lessaerithe equity method of accountit

Accounts payable and

accrued expenses (millions) 1993 1992
Trade payables $90.8 $94.0
-Other payables 54é ----- 5 1é
I-Dayroll and related taxes 37:-%-42(-5
;?estructuring costs 417479
Other 600 545
Total $293.3 $290.2

The carrying amount of accounts payable and acaeypdnses approximates fair value because of tre rsfaturity of these items.

Income taxes (millions) 1993 1992
Payable--current $ 31.7 $ 20.2
I-Deferred--current 01 ------ 2 1-
Total $ 318 $ 223
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Deferred income taxes (millions) 1993 1992

Postretirement and postemployment

benefits $(99.6) $(95.4)
) Restructuring benefits (35.0) ------- ( 357)
) Alternative minimum tax credit (2(-)3) ------- ( 25;4)
) Excess foreign tax credit carryforward (6-9) ---------- - —- -----
*Other (696) (554
Total gross deferred tax assets $(227.4)  $(215.9)
Less valuation allowance 6.9 -
Net deferred assets $(220.5)  $(215.9)
Accumulated depreciation $ 96.2 $115.3
) Pensioncosts 294350
other 661 533
Total deferred income tax liabilities $191.7 $203.6
Net deferred income tax liabilities (assets) $(28.8) $(12.3)
Less net income tax (benefits)--current (34.1) (37.8)
I-_ess net income tax (benefits)--noncurrent (1:-%5)---
Deferred income taxes--long term $ 18.8 $ 255

The tax effects of principal temporary differenbegween the carrying amounts of assets and ligsilénd their tax bases are summarized in
the preceding table.

Under current law, the alternative minimum tax @etave an unlimited carryforward life for U.Sxtaurposes. A valuation allowance was
not established for these benefits because managdrléeves the company will earn sufficient taxainicome to utilize the benefits.

The tax audit reviews have been completed for yEa88 through 1990, and the company believes iesétwill be no adverse effect on the
company's financial condition.

Average Average
year-end year-end
interest interest

Debt (millions) 1993 rate 1992 rate

Short-term debt:
Foreign banks

$299 6.81%

Commercial paper

755 3.36%

Total short-term debt

$105.4 -

Long-term debt:
9 3/4% debentures
due 2008

$125.0 9.75%

Medium-term notes

116.8  8.71%

Industrial
development
bonds 17.9 3.08% 18.3 3.34%
Mortgages, notes
and other 29 11.25% 7.7 10.69%
Total long-term debt 262.6 -- 276.0 --
Less current installments 5.8 - 9.4 -

Net long-term debt

$256.8  8.85%

$266.6  8.85%



The December 31, 1993, carrying amounts of shomt-tiebt ($105.4 million) and current installment$omg-term debt ($5.8 million)
approximate fair value because of the short matofithese items.

The December 31, 1993, carrying amount of net lemgr debt was $256.8 million, compared with a Yailue estimate of $301.3 million. T
fair value estimates of long-term debt were bagehuguotes from major financial institutions, takinto consideration current rates offered
to the company for debt of the same remaining nitasr

The medium-term notes were issued at rates fronio8986 with maturities ranging from 1994 to 2001.

The 9 3/4% debentures and the medium-term notesocaredeemable by the company until maturity drdd are no sinking-fund
requirements.

Scheduled amortization of long-term debt (millions)

1995 $19.8 1998 $13.5
1996 40.1 1999
1997 13.7

In 1983, the company issued a $37.2 million nomegkbearing installment note and has made thedfitsvo required payments. The second
installment payment of $18.6 million is due in 20T8e $1.5 million present value of this paymeneisorded in other long-term debt. The
estimated fair value at December 31, 1993, was i$dlbn.

Armstrong currently has unused domestic skemf lines of credit of approximately $245 milliilom eight banks. In addition, the compai
foreign subsidiaries have approximately $144 millad unused short-term lines of credit availabterfrbanks. Most of the credit lines are
extended on a fee basis.

The company can borrow from its banks generallat#s approximating the lowest available to comimkborrowers and can issue short-
term commercial notes supported by the lines dalitre

Financial instruments with off-balance sheet risks

The company uses forward contracts, foreign cugr@ptions, and interest rate or currency swapglectively hedge foreign currency and
interest rate risk exposures. Realized and uneghlimins and losses on contracts that hedge edpiettee cash flows are recognized in ot
income and expense. Realized and unrealized gathkbases on contracts that hedge net investmédateign subsidiaries are recognized in
shareholders' equity.

At December 31, 1993, forward contracts and foreigmency options hedging anticipated transactioteded approximately U.S. $142.6
million and were primarily denominated in Europeamrencies. The forward contracts and options neaitithin one year.

The estimated market value of the forward contrantsforeign currency options at December 31, 1883, $.8 million and was included in
"Other current assets." These values were obtdioetddealer quotes and published foreign currenayket rates.

In 1987, the company entered into a $15 millioeriest rate swap agreement. The swap expires ind@®@#rovides for the company to pay
interest at the 30-day U.S. commercial paper nadlta receive interest at an average fixed anratalaf 10.22%.

In 1993, the company terminated prior to expiratigerest rate swaps totaling $100 million and ency swaps totaling $37.2 million. Also,
the company entered into a $25 million interest @vap agreement. The swap expires in 1998 andbofor the company to pay interest at
the six-month London interbank offered rate, ancetzeive interest at a fixed rate of 5.575%.

The carrying values of the interest rate agreenrepi®sent a net asset of $.6 million, comparel aibet asset of $1.0 million at fair value,
based on quotes from major financial institutiofise fair values represent the estimated amountdghgpany would have received by
terminating these agreements on December 31, 1993.
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The counterparties to these instruments are magermational financial institutions, and the comypanntinually monitors its position and the
credit ratings of the counterparties. The compargschot anticipate a loss resulting from any craskt of these institutions.

For reporting purposes, the assets and liabilidfeke forward contracts, foreign currency opticarsg interest rate swaps are offset because
the agreements provide for a right of offset.

As of December 31, 1993, the company had provid&driillion in standby letters of credit and finaslajuarantees. The company's policy
does not normally require collateral or other sitguio support these instruments.

Other long-term liabilities were $99.6 million i®93 and $52.9 million in 1992. The significant itémluded in the $46.7 million increase is
the $37.7 million of pension liabilities assumedtbg company as a result of becoming self-insubedhe pension obligations in a foreign
subsidiary (see page 42).

Other longterm liabilities include amounts for pensions, defd compensation, workers' compensation, vacaitonual, and a reserve for-
estimated potential liability primarily associateih claims pending in the company's asbestosedlhtigation.

Based upon the company's experience with thislitig--as well as the Wellington Agreement, other settl@nagreements with certain of
company's insurance carriers, and an earlier mtagreement with several primary carriers--thigrnes is intended to cover potential liability
and settlement costs, legal and administrativesaost covered under the agreements, and certagn fatttors which have been involved in
litigation about which uncertainties exist. Futaosts of litigation against the company's insurazaréiers and other legal costs indirectly
related to the litigation, expected to be modest,be expensed outside the reserve. Amounts, pifiyniasurance litigation costs, estimatec
be payable within one year are included under ouifiabilities.

The company does not know how many claims williteglfagainst it in the future, nor the details #wdror of pending claims and suits not
fully reviewed, nor the expense and any liabilligttmay ultimately result therefrom, nor does thmpany know the annual claims flow caps
to be negotiated after the initial 10-year periodthe settlement class action or the then compiemsievels to be negotiated for such claims
or the success the company may have in addres$srgitland Insurance Company insolvency with itseotinsurers. Subject to the
foregoing and based upon its experience and o#logors referred to under "Litigation” on pages @06e company believes that it is
probable that such charges to expense associatedwisuits and claims should not be significant.

The fair value of other long-term liabilities wastienated to be $87.2 million at December 31, 19889 a discounted cash flow approach.
Environmental

The company will incur capital expenditures in artiemeet the new requirements of the Clean Air&ct990 and is awaiting the final
promulgation of implementing regulations by varictgte agencies to determine the magnitude ofiaddltcosts and the time period over
which they will be incurred. In 1993, the compangurred capital
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expenditures of approximately $2.6 million for emvimental compliance and control facilities, antdcpates comparable annual
expenditures for those purposes for the years 48841995.

As with many industrial companies, Armstrong isdtwed in proceedings under the Comprehensive Enmiental Response, Compensation
and Liability Act ("Superfund"), and similar stdtavs at approximately 21 sites. In most cases, Aong is one of many potentially
responsible parties ("PRPs") who have voluntamsead to jointly fund the required investigatiomdaemediation of each site. With regard to
some sites, however, Armstrong disputes eitheilialor the proposed cost allocation. Sites wharmstrong is alleged to have contributed a
significant volume of waste material include a ferrmunicipal landfill site in Volney, New York, aradformer county landfill site in
Buckingham County, Virginia, which is alleged toreaeceived material from Thomasville Furnitureustties, Inc. (see page 65). Armstn
may also have rights of contribution or reimbursetieom other parties or coverage under applicatdarance policies. The company is also
remediating environmental contamination resultirognT past industrial activity at certain of its ant plant sites.

Estimates of future liability are based on an eatitin of currently available facts regarding eautividual site and consider factors including
existing technology, presently enacted laws andlegigns, and prior company experience in remeatiabf contaminated sites. Although
current law imposes joint and several liabilityahparties at any Superfund site, Armstrong's Gbation to the remediation of these sites is
expected to be limited by the number of other camgmalso identified as potentially liable for sitests. As a result, the company's estimated
liability reflects only the company's expected ghain determining the probability of contributidghe company considers the solvency of the
parties, whether responsibility is being disputed,terms of any existing agreements, and expegieggarding similar matters. The estimated
liabilities do not take into account any claims fecoveries from insurance or third parties, unéessverage commitment has been provided
by the insurer.

Because of uncertainties associated with remediaiitivities and technologies, regulatory intergtiens, and the allocation of those costs
among various other parties, the company has at&4® million to reflect its estimated liabilitgif environmental remediation. As
assessments and remediation activities progreszcatindividual site, these liabilities are revievte reflect additional information as it
becomes available.

Actual costs to be incurred at identified siteshia future may vary from the estimates, given tierent uncertainties in evaluating
environmental liabilities. Subject to the impreoisin estimating environmental remediation costs,dompany believes that any sum it may
have to pay in connection with environmental matterexcess of the amounts noted above would na aanaterial adverse effect on its
financial condition, liquidity, or results of opei@ns.
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Geographic Areas

United States net trade sales include export saleen-affiliated customers of $27.0 million in %$24.4 million in 1992, and $29.3 million
in 1991.

"Europe" includes operations located primarily imgland, France, Germany, Italy, the Netherlandsjr§mnd Switzerland. Operations in
Australia, Canada, China, Hong Kong, Indonesiaadalorea, Singapore, and Thailand are in "Othesidn."

Transfers between geographic areas and commigséddo affiliates marketing exported productsaceounted for by methods that
approximate arm's-length transactions, after camsid the costs incurred by the selling companytaedeturn on assets employed of both
the selling unit and the purchasing unit. Operagirgfits of a geographic area include profits aowurom sales to affiliates.

Geographic areas
at December 31 (millions) 1993 1992 1991

Net trade sales:

United States $1,910.7 $1 ,841.5 $1,761.7
" Europe 456.6 5445 5085
) Other foreign 158.1 163é --------- :-L69-1
) Total foreign 614.7 708:-3 --------- é 77-6

Inter-area transfers:

United States 76.1 69.9 65.5
" Europe 6.0 a0 39
) Other foreign 21.9 185 ----------- 9 9-
" Eliminations (104.0) ©24)  (793)
Total net sales $2,525.4 $2 ,549.8 $2,439.3

Operating profit:

United States $ 178.0 $ 50.7 $ 1315
" Europe 317 ‘225 sis
" Other foreign 10.0 @6) 93
_ Total foreign 41.7 179 ---------- (_3 11-
Total operating profit $ 219.7 $ 68.6 $ 192.6

Identifiable assets (Note 1):

United States $1,311.7 $1 ,338.0 $1,435.5
" Europe 347.0 3625 3985
) Other foreign 63.2 649 ---------- % 49-

) Corporate 207.7 251(-) --------- é 50-5
* Eliminations (3) 66)  (95)
Total assets $1,929.3 $2 ,009.8 $2,149.9
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Reconciliation (millions) 1993 1 992 1991

Operating profit $219.7 $ 68.6 $192.6
Corporate expense, net (91.0) ( 87.4) (46.5)
Interest expense (38.0) ( 41.6) (45.8)

Earnings (loss) from
continuing businesses
before income taxes $90.7 ( 60.4) $100.3

Note 1: Identifiable assets for geographic areas drindustry segments
exclude cash, marketable securities, and assatsarfporate nature. Capital additions for indusggments include property, plant, and

equipment from acquisitions.

The Company's foreign operations are subject tidargovernment legislation involving restrictioms investments (including transfers
thereof), tariff restrictions, personnel administr, and other actions by foreign governmentsaddition, consolidated earnings are subje
both U.S. and foreign tax laws with respect to ieys of foreign subsidiaries, and to the effectswfency fluctuations.
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Industry Segments

The company operates worldwide in four reportabgnsents: floor coverings, building products, furngt, and industry products. Floor
coverings sales include resilient floors, cerarig; &nd accessories.

Industry segments
at December 31 (millions) 1993 1992 1991

Net trade sales:

Floor coverings $1,191.3 $1,134.9  $1,058.0
) Building products 586.7 656-7 -------- 6 76-3
 Furniture 4497 4384 4179
) Industry products 297.7 319-8 -------- 2 87-1
Total net sales $2,525.4 $2,549.8  $2,439.3

Operating profit (Note 2):

Floor coverings $ 129.8 $ 302 $ 846
) Building products 30.5 (7:-%) -------- ;167-
 Furniture 266 103 182
) Industry products 32.8 35-4 --------- 4 3:-L
Total operating profit $ 219.7 $ 68.6 $ 192.6

Depreciation and
amortization:

Floor coverings $ 61.0 $ 655 $ 67.0
) Building products 33.1 37-1 --------- 3 5:-L
 Fumniture 129 135 136
) Industry products 13.1 11-6 --------- 1 14-1
) Corporate $ 9.9 Qé ---------- 8 2-

Total depreciation
and amortization $ 130.0 $ 1369 $ 1353
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Note 2:

Capital additions (See Note
page 54):

lon

Floor coverings $ 59.1 $ 487 $ 61.0
) Building products 23.8 25-4 --------- 3 9:-L
* Furniture 100 83 67
) Industry products 20.7 29-3 --------- 2 16-3
) Corporate 4.0 4:-L ---------- 5 3-
Total capital additions $ 117.6 $ 1158 $ 1337

Identifiable assets (See Note 1 on

page 8):

Floor coverings $ 808.0 $ 8356 $ 9151
) Building products 475.2 491-6 -------- 5 56-0
) Furniture 234.6 238-7 -------- 2 39-7
) Industry products 203.8 192-9 -------- l 88-6
) Corporate 207.7 251-0 -------- 2 50-5
Total assets $1,929.3 $2,009.8  $2,149.9

Restructuring charges

in operating profit (millions) 1993 1992 1991
Floor coverings $27.7 $80.8 $3.0

) Building products 13.7 35043

 Furniture 6 a8 3

) Industry products 12.9 12-5--22-

Total restructuring charges

in operating profit $54.9 $133.1 $9.8
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Stock options

No further options may be granted under the 1984g-Term Stock Option Plan for Key Employees sincel®83 Long-Term Stock
Incentive Plan, approved by the shareholders inl APB3, replaced the 1984 Plan for purposes afitijng additional options.

Awards under the 1993 Long-Term Stock IncentivenPfey be in the form of stock options, stock apiatéan rights in conjunction with

stock options, performance restricted shares astdated stock awards. No more than 4,300,000 st@freommon stock may be issued under
the Plan, and no more than 430,000 shares of constock may be awarded in the form of restrictedlstowards. The Plan extends to April
25, 2003. Pre-1993 grants made under predecesst will be governed under the provisions of thaaes. At December 31, 1993, there
were 3,987,295 shares available for grant undet 988 Plan.

Options are granted to purchase shares at pricdessothan the closing market price of the sharethe dates the options were granted, and
expire 10 years from the date of grant. The avesagee price of all options exercised was $27.41988, $12.34 in 1992, and $13.20 in
1991.

Changes in option shares outstanding

(thousands except for share price) 1 993 1992 1991

Option shares at beginning of year 1,73 0.7 11,4585 1,179.8

bptions granted 24 5.1 383.9 311.8
1,97 58 1,842.4 1,491.6

Less: Option shares exercised 18 2.2 27.4 10.9

) Stock appreciation rights

exercised 1 4.0 9.1 .6
) Options canceled 7 1.2 75.2 21.6
26 7.4 111.7 33.1
Option shares at end of year 1,70 8.4 1,730.7 1,4585
Average share price of options $ 33 20 $ 3288 $ 33.21

Option shares exercisable at
end of year 1,46 4.2 1,349.1 1,150.7

Performance restricted shares is a feature of@88 Long-Term Stock Incentive Plan which entitlegt@in key executive employees to earn
shares of Armstrong's common stock, only if the pany meets certain predetermined performance mesduring a thregear performanc
period. At the end of the performance period, comstock awarded will generally carry an additiofoalr-year restriction period whereby
the shares will be held in custody by the compamyl the expiration or termination of the restrasii Compensation expense will be charged
to earnings over the period in which the restritditapse. At the end of 1993, there were 68,50fnprance restricted shares outstanding,
with associated potential future common stock awéatling in the range of zero to 205,515 shareAraistrong common stock.
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Restricted stock awards can be used for the puspafsecruitment, special recognition, and retentibkey employees. There were no
restricted stock awards granted during 1993.

Shareholders' equity changes for 1993, 1992, a@d &8 summarized below:

Years ended December 31
(millions except for per-share data) 1993

1992 1991

Series A convertible preferred stock:

Balance at beginning of year $ 266.4
Shares redeemed 2.5
Balance at end of year $263.9

$ 267.7 $ 268.3

$ 266.4 $ 267.7

Common stock, $1 par value:

Balance at beginning and end
of year $ 51.9

$ 519 $ 519

Capital in excess of par value:

Balance at beginning of year $ 26.1
Stock issuances 3.6
Balance at end of year $ 29.7

$ 258 $ 257

$ 261 $ 258

Reduction for ESOP loan guarantee:

Balance at beginning of year $(249.2)
;Drincipal paid 6.3
-Accrued compensation 11
;3a|ance at end of year $(241.8)

$(256.0) $(261.8)

$(249.2) $(256.0)

Retained earnings:

Balance at beginning of year $922.7

Net earnings (loss) for year 63.5
Tax benefit on dividends

paid on unallocated

preferred shares 5.3

Total $991.5

Less dividends:

Preferred stock
$3.462 per share $ 19.2

Common stock
$1.20 per share in 1993; 44.6
$1.20 per share in 1992;
$1.19 per share in 1991

Total dividends $ 63.8

Balance at end of year $927.7

$1,208.7 $1,224.1

$ 922.7 $1,208.7
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Foreign currency translation:

Balance at beginning of year $ 8.6 $ 447 $ 483
:I'ranslation adjustmentsand

hedging activities (12.5) (37.0) (2.4)
-AIIocated income taxes s 9-(1-2)-
;3a|ance at end of year $ (3.4) $ 86-$4-147-

Less treasury stock at cost:

Balance at beginning of year $457.3 $ 457.3 $ 457.3
_Stock purchases T
-Stock issuance activity, net o
Balance at end of year $ 458.5 $ 457.3 $ 457.3
Total shareholders' equity $569.5 $ 569.2 $ 885.5

Treasury shares changes for 1993, 1992, and 1@%sdollows:

Years ended December 31
(thousands) 1993 1992 1991

Common shares

Balance at beginning of year 14,750.6 14,776.3 14,787.0
_Stock purchases 24 G_i -----
-Stock issuance activity, net (96.5) (263)-(1-08;
Balance at end of year 14,656.5 14,750.6 14,776.3

Preferred stock purchase rights plan

In 1986, the Board of Directors declared a distidyuof one right for each share of the companghemon stock outstanding on and after
March 21, 1986. Following the two-for-one stockitslalter in 1986, one-half of one right attacheg&zh share of common stock outstanding.
In general, the rights become exercisable at $£r5ight for a fractional share of a new serie€lafss A preferred stock (which will differ
from the Series A Convertible Preferred Stock idstoethe Employee Stock Ownership Plan describegage 44) 10 days after a person or
group either acquires beneficial ownership of shagpresenting 20% or more of the voting powehefdompany or announces a tender or
exchange offer that could result in such persogroup beneficially owning shares representing 28%ore of the voting power of the
company. If thereafter any person or group becdimeseneficial owner of 28% or more of the votirmyver of the company or if the
company is the surviving company in a merger wigleeson or group that owns 20% or more of the gopiower of the company, then each
owner of a right (other than such 20% stockholder)ild be entitled to purchase shares of commorkdtaring a value equal to twice the
exercise price of the right. Should the companpdmuired in a merger or other business combinatiosell 50% or more of its assets or
earnings power, each right would entitle the hotdgsurchase, at the exercise price, common sladtbg acquirer having a value of twice
exercise price of the right. The exercise price determined on the basis of the Board's view ofdhgterm value of the company's comn
stock. The rights have no voting power nor do thetitle a holder to receive dividends. At the comps option, the rights are redeemable
prior to becoming exercisable at five cents pehntrihe rights expire on March 21, 1996.
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Litigation

The company is one of many defendants in pendingués and claims involving, as of December 31,31 @pproximately 78,437 individue
alleging personal injury from exposure to asbestmsaining products. A total of about 24,036 lawsand claims were received by the
company in 1993, compared with 28,997 in 1992. Neadl the personal injury suits and claims seekpensatory and punitive damages
arising from alleged exposure to asbestos-contgiimsulation products used, manufactured, or splthb company. The company
discontinued the sale of all asbestos-containigglation products in 1969. A significant numbesaoits in which the company believes it
should not be involved were filed in 1993 by pessengaged in vehicle tire production, aspects®ttnstruction industry and the steel
industry. Although a large number of suits andrapending in prior years have been resolved, eitte rate of future dispositions nor the
number of future potential unasserted claims careasonably predicted.

Attention continues to be given by various judgefinding a comprehensive solution to the large benof pending as well as potential
future asbestos- related personal injury claimd,the Judicial Panel for Multi-district Litigatiosrdered the transfer of all federal cases not in
trial to the Eastern District Court in Philadelpfaa pretrial purposes.

A settlement class action which includes essentéllfuture asbestoselated personal injury claims against membetd®{Center for Clain
Resolution referred to below was filed in Philadedpon January 15, 1993, in Federal District Cémrthe Eastern District of Pennsylvania.
The proposed class action settlement was negotigtélie Center and two leading plaintiffs’ law fgnThe settlement class action is designed
to establish a nonlitigation system for the resolutf essentially all future asbestos- relatedpeal injury claims against the Center
members including this company. Other defendantpzoties which are not Center members may be aléntthe class action later. The
class action proposes a voluntary settlement tifetsoa method for prompt compensation to claimarite were occupationally exposed to
asbestos if they are impaired by such exposurém@les must meet certain exposure and medicatieriie receive compensation which is
derived from historical settlement data. Under fgdicircumstances and in limited numbers, qual@dtaimants may choose to litigate
certain claims in court or through alternative digpresolution, rather than choose an offeredese&tht amount, after their claims are
processed within the system. No punitive damagédweipaid under the proposed settlement. Theeseéht is designed to minimize
transactional costs, including attorneys' fees,tandlieve the courts of the burden of handlingife asbestos-related personal injury claims.
Each member of the Center has an obligation fawits fixed share in this proposed settlement. Hiesnent class action does not include
asbestos-related personal injury claims which Jiilw@ before January 15, 1993, or asbestos-relateperty damage claims. Agreed upon
annual case flow caps and agreed upon compensatiels for each compensable medical category haga bstablished for an initial period
of ten years. The case flow figures and annual ems@tion levels are subject to renegotiation #fteiinitial ten-year period. The Court has
preliminarily approved the settlement, and notiiima has been provided to potential class membaishmvere offered an opportunity to opt
out by January 24, 1994. The Court will hold a ffila@ness hearing on February 22, 1994. If a digant number of future claimants choose
to opt out, the Center members also reserve thé tagwithdraw from the program. The settlement tslcome final only after it has been
approved by the courts. The Center members alse $tated their intention to resolve over a fiverygeriod the asbestos personal injury
claims pending prior to the date the settlemergsciction was filed. A significant number of thesading claims have been settled with a
number of the plaintiffs' counsel.
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The company is seeking agreement from its insuraag@ers or a ruling from the Court that the setiént class action will not jeopardize
existing insurance coverage. Certain unresolvagramee coverage issues involving certain Center lneeshinsurance carriers acceptance of
the proposed settlement will be resolved eitheallsrnative dispute resolution in the case of tisaiiance carriers which subscribed to the
Wellington Agreement or by litigation against thasgriers which did not subscribe to the Wellingfgreement.

A few state judges have been undertaking to cosest@linumbers of asbestos personal injury casesdbrThe company generally opposes
these actions as being unfair. Approximately 8,68€es were consolidated in 1992 in a multiphaakitriBaltimore, Maryland. The
multiphase trial dealt with various issues andttesaent was effected during the trial of thoserskin which the company was a named
defendant.

The pending personal injury lawsuits and claimsresiahe company are being paid by insurance poscaader the 1985 Agreement
Concerning Asbestos-Related Claims, the "Wellingkgneement." A new claims handling organizationgwn as the Center for Claims
Resolution, was created in October 1988 by Armstramd 20 other companies to replace the Wellingimestos Claims Facility, which has
been dissolved. Except for eliminating the futwaikability of an insurer- paid special defenseduimked to the existence of the Facility, the
dissolution of the Facility does not essentiallieaf the company's overall Wellington insurancéletent which provides for a final
settlement of nearly all disputes concerning insceafor asbestos-related personal injury claimsedween the company and three of its
primary insurers and eight of its excess insurEng. one primary carrier that did not sign the Wigiton Agreement paid into the Wellington
Facility and settled with the company in March 1@8%utstanding issues relating to insurance cayeifor asbestos-related personal injury
and property damage claims. In addition, one ottirapany's large exceBssurance carriers entered into a settlement agretim 1986 witt
the company under which payments for personalymjlaims were made through the Wellington Facilitgd this carrier continues to make
payments for such claims through the Center fom@aResolution. Other excess-insurance carriecstese entered into settlement
agreements with the company which
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Litigation (continued)

complement Wellington. ACandsS, Inc., a former sdiasy of the company, which for certain insuraneeiqds has coverage rights under
some company insurance policies, subscribed tovblington Agreement but did not become a membehefCenter for Claims Resolution.

One excess carrier and certain companies in arsgxegrier's block of coverage have become insbl@ertain carriers providing excess

level coverage solely for property damage clainss &lave become insolvent. However, it is not exgaktiiat the insolvency of these carriers
will affect the company's ability to have insuram@sailable to pay asbestos-related claims. ACahdS, had filed a lawsuit against the
company to have a certain amount of insurance framoint policies reserved solely for its usehia payment of the costs associated with the
asbestos-related personal injury and property darokgms. The two companies have negotiated aswtit of their dispute and have signed
a settlement agreement.

The Center for Claims Resolution operates undenaept of allocated shares of liability paymentd dafense costs for its members based
primarily on historical experience, and it defetids members' interest and addresses pending amé ftlaims in a manner consistent with
prompt, fair resolution of meritorious claims. i&té 1991, the Center sharing formula was revisgudeide that members will pay only on
claims in which the member is a named defendaris diange has caused a slight increase in the aonispshare, but has enhanced the
company's case management focus. Although the Omet@bers and their participating insurers wereabtigated beyond one year, the
insurance companies are expected to commit todhtnzious operation of the Center for a sixth yaat to the funding of the Center's
operating expenses. With the filing of the settlatridass action, the Center will continue to pregesnding claims and will handle the
program for processing future asbestelsted personal injury claims if the class acsettlement is approved by the courts. No forecastte
made for future years regarding either the ratgeoiding and future claims resolution by the Ceatdhe rate of utilization of company
insurance, although it is expected if the settlenetass action is approved that the rate of inszearsage will be accelerated.

The company is also one of many defendants insh @673 pending lawsuits and claims, includingsslactions, as of December 31, 1993,
brought by public and private entities, includingopic school districts, and public and private b owners. These lawsuits and claims
include allegations of property damage to buildingased by asbestos-containing products and ggnela@m compensatory and punitive
damages and equitable relief, including reimbursgragexpenditures, or removal and replacementiofigroducts. These suits and claims
appear to be aimed at friable (easily crumbledgsists-containing products although allegation®mes suits encompass other asbestos-
containing products, including allegations withpest to asbestosentaining resilient floor tile. The company vigasly denies the validity ¢
the allegations against it contained in these suitsclaims. Increasing defense costs, paid bgdh®any's insurance carriers either under
reservation or settlement arrangement, will beiireni These suits and claims are not encompassbuhwhe Wellington Agreement nor are
they being handled by the Center for Claims Resniut
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In 1989, Armstrong concluded the trial phase alvasluit in California state court to resolve disgutencerning certain of its insurance
carriers' obligations with respect to personalipjand property damage liability coverage, inclgditefense costs, for alleged personal injury
and property damage asbestos-related lawsuitslaimaisc As indicated earlier, the company reachsdtdement agreement after the
conclusion of the trial phase with one of its priynaearriers which is also an excess carrier. Theresued final decisions, and the carriers
appealed. The California Court of Appeal has suttistly upheld the trial court's final decisionsdatie insurance carriers have petitioned the
California Supreme Court to hear the asbestostalgersonal injury and property damage coverages The California Supreme Court
recently accepted review pending its review oftegldssues in another California case. Based upsirial court's favorable final decisions in
important phases of the trial relating to coverfgeasbestos-related personal injury and propeatyabe lawsuits and claims, including the
favorable decision by the California Court of App@ad a review of the coverage issues by its celutise company believes it has a
substantial legal basis for sustaining its rightlééense and indemnification. For the same reasbes,ompany also believes that it is prob
that claims by the several primary carriers foorgament of defense expenses in the property dafitgge¢ion, which the carriers also
appealed, will ultimately not be successful.

The company is currently negotiating with the comps primary insurance carriers to categorize gregntage of previously resolved and to
be resolved asbestos-related personal injury clasrmson-products claims and to establish the emtéht to such coverage. Such non-product
claims coverage insurance is available under thikinyesn Agreement and the settlement agreemerit arie of its primary carriers referred
to above for such claims. Non-products claims idelalaims that may have arisen out of exposurendunistallation of ashestos materials or
before control of such materials has been relifmpds Certain excess policies also provide non-prtsdeoverage. The additional coverage
potentially available to pay claims categorizedhas-products, at both the primary and excess légedgbstantial and, at the primary level,
includes defense costs in addition to limits. Thmpany is entitled to pursue alternative dispuseltgion proceedings against the primary
and certain excess carriers to resolve the nondgtsdoverage issues.

The company does not know how many claims williteglfagainst it in the future, nor the details #adror of pending suits not fully
reviewed, nor the expense and any liability thay miéimately result therefrom, nor does the complangw the annual claims flow caps to be
negotiated after the initial teyear period for the settlement class action ottlea compensation levels to be negotiated for siaims or thi
success the company may have in addressing theMidhsurance Company insolvency with its othenriess. Subject
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Litigation (continued)

to the foregoing and based upon its experienceotirat factors referred to above, the company betighat it is probable that substantially

of the expenses and any liability payments assettititerewith will be paid--in the case of the paedanjury claims, by agreed-to coverage
under the Wellington Agreement and supplementegayynents by nonsubscribing insurers that entetedsigttlement agreements with the
company and additional insurance coverage reaspaaticipated from the outcome of the insurandégditon and from the company's claims
for non-products coverage both under certain insegolicies covered by the Wellington Agreement ander certain insurance policies not
covered by the Wellington Agreement which claimgehget to be accepted by the carriers--and in #se of the asbestos-related property
damage claims, under an existing interim agreentgnsurance coverage settlement agreements esugth additional coverage reasonably
anticipated from the outcome of the insurancediimn. Thus, the company has not recorded anylitiabor any defense costs or indemnity
relating to these lawsuits other than as desciibélte "Other long-term liabilities" section regargl the reserve on page 51.

Even though uncertainties still remain as to thieptial number of unasserted claims, the liabiggulting therefrom, and the ultimate scope
of its insurance coverage, after consideratiomeffactors involved, including the Wellington Agneent, the settlements with other insurance
carriers, the results of the trial phase and ttst lével appellate stage of the California insgmlitigation, the remaining reserve, the
establishment of the Center for Claims Resolutiba,proposed settlement class action, and its exquer, the company believes that this
litigation will not have a material adverse effeatits earnings, liquidity, or financial position.

In October 1992, the U.S. Court of Appeals forTiérd Circuit issued its decision in a lawsuit bgbti by The Industry Network System, Inc.
(TINS), and its founder, Elliot Fineman. The pl#istalleged that in 1984 Armstrong had engagedrititrust and tort law violations and
breach of contract which damaged TINS' ability eobdisiness. The Court of Appeals sustained the DisHict Court's decision that the April
1991 jury verdict against Armstrong in the amour$224 million including $200 million in punitiveaimages should be vacated, and that
there should be a new trial on all claims remairaftgr the appeal. The Court of Appeals sustaihedistrict Court ruling that the jury's
verdict had reflected prejudice and passion dube¢dmproper conduct of plaintiffs' counsel and whsarly contrary to the weight of the
evidence. The Court of Appeals affirmed or did disturb the trial court's order dismissing all dNB' claims under Section 2 of the Sherr
Act for alleged conspiracy, monopolization and mafi¢to monopolize and dismissing all of Mr. Finersgrersonal claims. These claims will
not be the subject of a new trial. However, the i€otiAppeals reversed the trial court's directeddict for Armstrong on TINS' claim under
Section 1 of the Sherman Act, reversed the sumimdgment in Armstrong's favor on TINS' claim foehch of contract based on a 1984
settlement agreement, and reversed the judgment foo Armstrong on TINS' tortious interferencedaelated punitive damage claims.
These claims will be the subject of a new trial.
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The Court of Appeals granted the company's moticstay return of the case to the District Courtdieg the company's Petition for
Certiorari to the Supreme Court appealing certatitrast rulings of the Court of Appeals. The compavas informed on February 22, 1993,
that the Supreme Court denied its Petition. The bas been remanded by the Third Circuit Courtmseals in Philadelphia to the U.S.
District Court in Newark, New Jersey, and a newal thias been set for early April 1994. It is unknomhmat damage claims TINS will allege
upon retrial of the case. But during the firstliridaims for actual damages of at least $17.5ionillvere asserted by plaintiffs' expert and €
greater amounts were asserted by Mr. Fineman. Uhdeantitrust laws, proven damages are trebleddttition, plaintiff would likely ask for
punitive damages, companion to its request fordanhages. Other damages which would likely be sninghude reimbursement of attorne
fees and interest, including prejudgment interest.

The company denies all of TINS' claims and accaylgirs vigorously defending the matter. In the evdat a jury finds against the company,
such jury verdict could entail unknown amounts i€ sustained, could have a material adverseceffe its earnings and financial position.

As previously discussed on pages 51 and 52 undweirtithmental” with regard to a former county lafidfi Buckingham County, Virginia,
Thomasville Furniture Industries, Inc. and sevdreoparties have been identified by the U.S. Emvirental Protection Agency ("USEPA")
as Potentially Responsible Parties ("PRPs") to finedcost of remediating environmental conditionthis federal Superfund site. After
review of investigative studies to determine theureand extent of contamination and identify vasioemediation alternatives, USEPA
issued its Proposed Remedial Action Plan in May31@®posing a $21 million clean-up cost. In Novemt293, however, USEPA issued a
revised plan which recommended a reduced $3.5omifliternative, subject to additional costs depamdi test results. The PRPs believe
other alternatives are appropriate and discussiathsUSEPA and Virginia State officials continue.

Spent finishing materials from Thomasville's Vingiiurniture plants at Appomattox and Brookneatgdldly comprise a significant portion
the waste presently believed to have been tak#retsite by a now defunct disposal firm in the E®&0s. Accordingly, Thomasville could be
called upon to fund a significant portion of theeetual remedial costs.
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Independent Auditors' Report
The Board of Directors and Shareholders, Armstidfagld Industries, Inc.:

We have audited the consolidated financial statésn@Armstrong World Industries, Inc. and its Sdizgies as listed in the accompanying
index. In connection with our audits of the condated financial statements, we also have auditeddlated supplementary information on
depreciation rates and schedules listed in thenapaaying index. These consolidated financial statémand supplementary information and
schedules are the responsibility of the Compangisagement. Our responsibility is to express aniopion these consolidated financial
statements and supplementary information and sébethased on our audits.

We conducted our audits in accordance with geneaaitepted auditing standards. These standardseehat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatésném audit includes examining, on a
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of
Armstrong World Industries, Inc., and subsidiaae®ecember 31, 1993 and 1992, and the resulteofdperations and their cash flows for
each of the years in the three-year period endegi@ber 31, 1993, in conformity with generally adedpaccounting principles. Also, in our
opinion the related supplementary information actteslules, when considered in relation to the Hfasancial statements taken as a whole,
present fairly in all material respects, the infation set forth therein.

As discussed under litigation in the Financial Revsection, the Company is involved in antitrusgdition, the outcome of which cannot
presently be determined. Accordingly, no providienany liability that may result has been madéhimaccompanying consolidated financial
statements. Also, as discussed in the FinancialeRResection, effective January 1, 1992, the Compdmanged its methods of accounting to
adopt the provisions of the Statement of Finan&t@ounting Standards (SFAS) 109, "Accounting fardme Taxes," SFAS 106, "Employe
Accounting for Postretirement Benefits Other thang$tons" and SFAS 112, "Employers' Accounting fostBmployment Benefits."

KPMG PEAT MARWICK

Philadelphia, Pa.
February 14, 1994
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Quarterly financial information Tot al
(millions except for per-share data) F irst  Second Third Fourth Yea r
1993
Net sales $6 119 $629.0 $660.1 $624.4 $2,52 5.4
EBross profit 1 59.1 183.9 197.9 182.2 72 ;31
-Eamings (loss) from continuing businesses 11.3 31.9 42.3 (22.0) 6 5‘;5
;\let earnings (loss) 11.3 31.9 42.3 (22.0) 6 ;35
;Der share of common stock T
- Primary:
- Earnings (loss) from continuing businesses .21 .76 1.04 (.68) -132
- Net earnings (loss) .21 .76 1.04 (.68) -132
- Fuly diltted:
- Earnings (loss) from continuing businesses .21 .68 .93 (.68) -126
- Net earnings (loss) 21 .68 .93 (.68) -126
bividends per share of common stock .30 .30 .30 .30 -120
;3rice range of common stock -- low 2 87/8 293/8 301/4 40 1/4 28 -7/8
;Drice range of common stock -- high 3 31/8 343/4 421/2 55 1/4 55 -1/4
1992

Net sales $6 38.4 $651.7 $659.6 $600.1 $2,54 9.8
EBross profit 1 69.4 176.5 174.8 140.4 66 Zl.l
-Eamings (loss) from continuing business 15.9 20.1 (80.3) (15.6) 5 :99)
;\let earnings (loss) 1 51.9) 20.1 (80.3) (15.6) (22 -77)
;Der share of common stock
- Primary:
- Earnings (loss) from continuing businesses .33 .45 (2.25) (.51) ( -198)
- Net earnings (loss) (4.18) .45 (2.25) (.51) ( ;549)
- Fuly dilsted:
- Earnings (loss) from continuing businesses .32 41 (2.25) (.51) ( -198)
- Net earnings (loss) (4.18) 41 (2.25) (.51) ( ;349)
-Dividends per share of common stock .30 .30 .30 .30 -120
;Drice range of common stock -- low 26 295/8 271/2 24 1/2 24 -1/2
;3rice range of common stock -- high 3 37/8 3712 323/8 32 3/4 37 -1/2

* Quarterly earnings (loss) per-share data do ledys equal the total year amounts due to changteeiaverage shares outstanding and, for
fully diluted data, the exclusion of the antidiltgieffect in certain quarters and for the totalryea
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Fourth quarter 1993 compared with fourth quarté219

Fourth quarter sales from continuing businesses tmsecord levels at $624.4 million, an increals4% from the $600.1 million from last
year.

The net loss for the fourth quarter was $22.0 arillior 68 cents per share of common stock. Thisileduded $60.0 million after tax of
restructuring charges primarily related to the efation of employee positions in the U.S. and Eerop

The fourth quarter 1992 net loss was $15.6 millam51 cents per share of common stock. Also iredid this reporting were restructuring
charges of $24.3 million after tax related to thesing of a ceiling materials plant in Ghlin, Belgi, and provisions for charges related to the
elimination of employee positions on a worldwideisa

Despite the negative impact of restructuring chaiigehe fourth quarter of 1993, the company béteefifrom higher sales levels in most
businesses, some sales price increases, and fragn lvanufacturing costs, resulting from the 1992rtesturing actions and from improved
productivity. This resulted in the company's cdgj@ods sold as a percent of sales declining t8%@ompared with 76.6% last year.
Nonmanufacturing costs were comparable to 1992.sfiong also experienced lower interest costs duliagjuarter from lower debt leve
and tax obligations. The 1992 fourth quarter resail$o included a $5.5 million after-tax gain fréoreign exchange compared with only $.8
million after-tax gain this year.

The 1993 effective tax benefit rate was 39.9% caoegbavith only 7.1% last year. Armstrong's curresdryfourth quarter reflected recovery
deferred taxes resulting from some reduced forsigtutory tax rates, and most of the restructucimgrges provided tax benefits. The 1992
effective tax benefit rate was much lower becawseesof the restructuring charges did not provicebinefits.

Of Armstrong's four industry segments, floor comgs and furniture showed sales increases in théhfouarter

compared with year-ago levels, while sales in thiégding products and industry products segmentevefow those of 1992. Operating
results were higher in the building products andifure segments, while floor coverings and indugnoducts declined. Excluding
restructuring charges, all four segments recordgmtdved operating profits. The floor coverings @ieig profit of $12.9 million in 1993 and
$13.4 million in 1992 includes restructuring chargé $27.7 million and $7.6 million, respectiveBxclusive of these charges, the improved
profit levels were driven by higher U.S. resiliélobring sales, a modest increase in ceramic sates)ower manufacturing costs. The
building products' fourth quarter 1993 operatingslof $2.4 million includes a restructuring chao§&13.7 million compared with a 1992
operating loss of $14.9 million that included arl $irestructuring charge. Despite lower sales ildimg products, this segment's operating
results improved because of extensive restructyingrams, lower operating costs, and some priaatipns in Europe and North America.
The furniture segment'’s sales and operating priofipgoved from those of last year. Higher salesnglwith lower costs, aided the profit
improvement as did inventory valuation reserve stijents. The industry products segment was adyeaffected by unfavorable European
exchange rates and the continuing lack of growthénEuropean economies. Operating profits wer@ted by competitive pricing pressures,
while restructuring charges of $12.9 million andZbtillion were recorded for 1993 and 1992, redpebt.

Item 9. Changes in and Disagreements with Accountéon Accounting and

Financial Disclosure

Not applicable
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PART 11l

Item 10. Directors and Executive Officers of the Rgistrant

Directors of the Registrant

The information appearing in the tabulation in sleetion captioned "Election of Directors" on patfjeésof the Company's 1994 Proxy
Statement is incorporated by reference herein.

Executive Officers of the Registrant

William W. Adams* -- Age 59; Chairman of the Boaithce September 7, 1993; Chairman of the BoardPaesident (Chief Executive
Officer) 1988-1993; .

E. Allen Deaver* -- Age 58; Executive Vice-Presiddrsince March 1, 1988.
George A. Lorch* -- Age 52; President (Chief ExéeaitOfficer) since September 7, 1993; ExecutiveeviRresident 1988-1993.

Henry A. Bradshaw -- Age 58; Group Vice-Presid&gridwide Building Products Operations since Febyua 1993; Group Vicéresident
Building Products Operations, 1990-1993; Generahdfger Manufacturing, Building Products Operatid#85-1990.

Dennis M. Draeger -- Age 53; Group Vice-Presidévbridwide Floor Products Operations since FebrdariQ93; Group Vice-President
Floor Products Operations 1988-1993.

William W. Locke -- Age 58; Group Vice-Presidentovilwide Industry Products and Pacific Operatianses February 1, 1993; Group Vice-
President, International and Industry Products @gpmns, 1990-1993; Group Vice-President, IntermatidDperations, 1983-1990.

Robert J. Shannon, Jr. -- Age 45; President, Araar@@lean Tile Company, Inc. since March 1, 1992 the following positions with
Armstrong World Industries, Inc.: General Manay®nridwide Gasket Products, International and InguBtoduct Operations, 1991-1992;
Manager, Fiber Products, Industry Products Divisit¥89-1991; Marketing Manager, Adhesives and @gatiCorporate Markets Division,
1986-1989.

Frederick B. Starr -- Age 61; President, Thomaswiurniture Industries, Inc. since 1982.

Larry A. Pulkrabek -- Age 54; Senior Vice-Preside®ecretary and General Counsel since Februar§9D; Vice-President, Secretary and
General Counsel, 1977-1990.

William J. Wimer -- Age 59; Senior Vice-PresideRinance since January 25, 1993; Senior Vice-Presitinance, and Treasurer, 1990-
1993; Vice-President and Controller, 1978-1990.

Stephen C. Hendrix -- Age 53; Treasurer since izl 1993; and the following positions with Snkittne Beecham Corporation
(Pharmaceuticals, Consumer Products): Vice-Presatah Treasurer, 1989-1991; Vice-President andsfessi Treasurer, International, 1987-
1989.

Bruce A. Leech, Jr. -- Age 51; Controller since fielpy 1, 1990; Controller, International Operatioh$83-1990.
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All information presented above is current as oféhial, 1994. The term of office for each Execut®féicer in his present capacity is one
year, and each such Executive Officer will servel weelected or until a successor is elected atttnual meeting of directors which follo
the annual shareholders' meeting. Each Executifieedhas been employed by the Company in excefigeotontinuous years with the
exception of Mr. Hendrix. Members of the Executivemmittee of the Board of Directors as of Marci994, are designated by an asterisk
(*) following each of their names. The Executiven@uittee consists of those Executive Officers wheeas Directors.

Item 11. Executive Compensation

The information appearing in the sections captidi@smpensation Committee Interlocks and Insideti€pation,"” "Executive Officers'
Compensation,”

(other than the information contained under thecaphion "Performance Graph")
and "Retirement Income Plan Benefits," on page& 7 bf the Company's 1994 Proxy Statement is inadatpd by reference herein.

Iltem 12. Security Ownership of Certain Beneficial @vners and Management

The information appearing in the sections captiol8tdck Ownership of Certain Beneficial Owners"pgage 18 and "Directors' and
Executive Officers' Security Ownership" on pagd the Company's 1994 Proxy Statement is incorpdrbyereference herein.

Item 13. Certain Relationships and Related Transaains

Not applicable
PART IV

Iltem 14. Exhibits, Financial Statement Schedulesnal Reports on Form 8K

The financial statements and schedules filed astaopthis Annual Report on Form 10-K are listadhe "Index to Financial Statements and
Schedules" on page 75.
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a. The following exhibits are filed as a part dtAnnual Report on Form 10-K:

Exhibits

No.

No.

No.

No.

No.

No.

No.

No.

4(a)

4(b)

4(c)

4(d)

10(i)(a)

10(i)(b)

10(jii)(a)

Registrant's By-laws, as amende
reference herein from the regis
Form 10-K wherein they appeared

Registrant's restated Articles
are incorporated by reference h
1990 Annual Report on Form 10-K
Exhibit 3(b).

Rights Agreement dated as of Ma
registrant and Morgan Guaranty
Rights Agent, (as to which Firs
New York has succeeded as Right
registrant's Preferred Stock Pu
by reference herein from the Co
Form 10-K wherein it appeared a

Registrant's Employee Stock Own
Success Plan") as amended, is i
herein from the registrant's 19
wherein it appears as Exhibit 4

Indenture, dated as of March 15
registrant and Morgan Guaranty
Trustee, as to which The First
successor trustee, is incorpora
the registrant's Form 8-K dated
appeared as Exhibit 4.1.

Supplemental Indenture dated as
the registrant and The First Na
Trustee, is incorporated herein
registrant's Form 8-K dated Oct
appeared as Exhibit 4.1.

Copy of Agreement Concerning As
June 19, 1985, (the "Wellington
registrant and other companies.

Producer Agreement concerning C
dated September 23, 1988, among
companies as amended, is incorp
from the registrant's 1992 Annu
wherein it appeared as Exhibit

Registrant's Long-Term Stock Op
as amended, is incorporated by
Company's 1991 Annual Report on
appeared as Exhibit 10(iii)(a).
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Trust Company of New York, as
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s Agent,) relating to the

rchase Rights is incorporated
mpany's 1990 Annual Report on
s Exhibit 4(a).

ership Plan ("Share In
ncorporated by reference

92 Annual Report on Form 10-K
(b).

, 1988, between the

Trust Company of New York, as
National Bank of Chicago is

ted herein by reference from
February 1, 1991, wherein it

of October 19, 1990, between
tional Bank of Chicago, as

by reference from the

ober 31, 1990, wherein it

bestos-Related Claims dated
Agreement") among the
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the registrant and other
orated herein by reference
al Report on Form 10-K
10(i)(b).
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No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

10(jii)(b)

10(iii)(c)

10(ii)(d)

10(iii)(e)

10(iii)(f)

10(ii)(g)

10(ii)(h)

10(ii) (i)

10(iii) ()

10(iii) (k)

11

22

24

25

Registrant's Deferred Compensat
Directors, as amended, is incor
from the Company's 1990 Annual
it appeared as Exhibit 10(iii)(

Registrant's Directors' Retirem
is incorporated by reference he
1992 Annual Report on Form 10-K
Exhibit 10(iii)(d).

Registrant's Management Achieve
as amended, is incorporated by
Company's 1991 Annual Report on
appeared as Exhibit 10(iii)(e).

Registrant's Retirement Benefit
as the Excess Benefit Plan), as
reference herein from the regis
Form 10-K wherein it appears as

Armstrong Deferred Compensation
incorporated by reference herei
Annual Report on Form 10-K wher
10(iii)(9).

Registrant's Employment Protect
Employees of Armstrong World In
is incorporated by reference he
Annual Report on Form 10-K wher
10(iii)(h).

Registrant's Restricted Stock P
is incorporated by reference he
Proxy Statement wherein it appe

Registrant's Severance Pay Plan
incorporated by reference herei
Annual Report on Form 10-K wher

10(ii) ().

Copy of Thomasville Value Plan
Industries, Inc.

Copy of Thomasville Achievement
Furniture Industries, Inc.

A statement regarding computati
both primary and fully diluted
Financial Statement Schedules o
Annual Report on Form 10-K.

List of the registrant's domest

Consent of Independent Auditors

Powers of Attorney and authoriz
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ent Income Plan, as amended,
rein from the registrant's
wherein it appears as

ment Plan for Key Executives,
reference herein from the
Form 10-K wherein it

Equity Plan (formerly known

amended, is incorporated by
trant's 1992 Annual Report on
Exhibit 10(iii)(f).

Plan, as amended, is
n from the Company's 1990
ein it appeared as Exhibit

ion Plan for Salaried

dustries, Inc., as amended,
rein from the Company's 1990
ein it appeared as Exhibit

lan For Nonemployee Directors
rein from the Company's 1991
ared as Exhibit A.

for Salaried Employees is

n from the Company's 1990
ein it appeared as Exhibit

of Thomasville Furniture

Plan of Thomasville

on of per share earnings on
bases is set forth in the
n pages 25 and 26 of this

ic and foreign subsidiaries.
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No

No

No

No

No

No

. 28(ii)(a)

. 28(ii)(b)

. 28(ii)(c)

. 28(ii)(d)

. 28(ii)(e)

. 28(ii)(f)

Copy of Annual Report on Form 1
September 30, 1993, for the Ret
Salaried Employees of Armstrong
herewith filed with the Commiss

Copy of Annual Report on Form 1
September 30, 1993, for the Ret
Hourly-Paid Employees of Armstr
herewith filed with the Commiss

Copy of Annual Report on Form 1
September 30, 1993, for the Ret
Hourly-Paid Employees of Thomas
herewith filed with the Commiss

Copy of Annual Report on Form 1
September 30, 1993, for the Arm
Employee Stock Ownership Plan (
herewith filed with the Commiss

Copy of Annual Report on Americ
Savings Plan for Production & M
fiscal year ended September 30,
the Commission.

Copy of Annual Report on Americ
Savings Plan for Salaried Emplo
ended September 30, 1993, is he
Commission.
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b. During the last quarter of 1993, no reports omF8K were filed.
SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the reaiigthas duly caused this report to be
signed on its behalf by the undersigned, thereduaty authorized.

ARMSTRONG WORLD INDUSTRIES, INC.
(Registrant)

By /s/ George A. Lorch

Pr esi dent

Date March 28, 1994

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdaticated.

Directors and Principal Officers of the registrant:

George A. Lorch President (Principal Ex ecutive Officer)
William J. Wimer Senior Vice-President, Finance

(Principal Financial Of ficer)
Bruce A. Leech, Jr. Controller

(Principal Accounting O fficer)
Wm. Wallace Abbott Director
William W. Adams Chairman of the Board
Van C. Campbell Director By /s/ George A. Lorch
E. Allen Deaver Director e
Ursula F. Fairbairn Director (George A. Lorch as
Michael C. Jensen Director attorney-in-fact and
James E. Marley Director on his own behalf)
Robert F. Patton Director
J. Phillip Samper Director As of March 28, 1994
Jerre L. Stead Director
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ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES
Index to Financial Statements and Schedules
The following consolidated financial statements &irthncial Review are filed as a part of this Anrfeeport on Form 10-K:
Consolidated Balance Sheets as of December 31, 1998 1992
Consolidated Statements of Earnings for the YeadeH December 31, 1993, 1992 and 1991
Consolidated Statements of Cash Flows for the YEaded December 31, 1993, 1992, and 1991

The following additional financial data should le&ad in conjunction with the financial statementheRiules not included with this additional
data have been omitted because they are not dplglioathe required information is presented infthencial statements or the financial
review.

Additional Financial Data Page No.
For Yea r ended or
at Dec ember 31,

Supplementary information to financial

review

Computation for Primary Earnings 1993, 1 992 and 1991 76
per Share

Computation for Fully Diluted 1993, 1 992 and 1991 77

Earnings per Share
Depreciation Rates 1993, 1 992 and 1991 78
Schedules submitted:
V - Property, Plant, and Equipment 1993, 1 992 and 1991 79-81

VI - Accumulated Depreciation and
Amortization of Property,

Plant, and Equipment 1993, 1 992 and 1991 82-84
VIII - Valuation and Qualifying Reserves 1993, 1 992 and 1991 85
IX - Short-Term Borrowings 1993, 1 992 and 1991 86-87
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Computation for Primary Earnings Per Share for ¥esrded December 31

(Amounts in millions except for per-share data)(a)

1993  1992(b) 1991

Common Stock and Common Stock Equivalents

Average number of common shares outstanding
including shares issuable under stock options 377 372 37.2

Earnings Per Share from Continuing Businesses

Earnings (loss) from continuing businesses $63.5 $(59.9) $60.6
Less:
Dividend requirement on Series A convertible
preferred stock 19.2 19.3 194
Plus:
Tax benefit on dividends paid on unallocated
preferred shares 5.3 55 -
Earnings (loss) from continuing businesses
applicable to common stock $49.6 $(73.7) $41.2
Earnings (loss) from continuing businesses
per share of common stock $ 132 $(1.98)% 1.11

Net Earnings (Loss) Per Share

Net earnings (loss) $63.5 $(227.7) $48.2
Less:
Dividend requirement on Series A convertible
preferred stock 19.2 19.3 194
Plus:
Tax benefit on dividends paid on unallocated
preferred shares 5.3 55 -
Net earnings (loss) applicable to common stock $49.6 $(241.5) $28.38
Net earnings (loss) per share of common stock $ 132 $ (6.49)$ 0.77

(@) In 1992 the Company adopted Statement of FiabAccounting Standards (SFAS) 109 "Accounting lfisome Taxes." SFAS 109
requires recognition in shareholders' equity oftthebenefit for dividends paid on unallocated shaf stock held by an Employee Stock
Ownership Plan which amounted to $5.3 million i®3%nd $5.5 million in 1992. Under SFAS 96, thisdfé was recognized in the
statement of earnings and amounted to $6.0 milick991.

(b) In 1992 the Company adopted SFAS 112 "Empley&ctounting for Postemployment Benefits." A refment of the computation in 1993
resulted in restatements of the 1992 earnings.effieet of the restatements was to reduce the pushiaeported loss from continuing
businesses by $1.7 million or 5 cents per shareg@nelduce the previously reported net loss by $@lkon or 18 cents per share.
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Computation for Fully Diluted Earnings Per ShareYears ended December 31

(Amounts in millions except for per-share data)

Common Stock and Common Stock Equivalents

Average number of common shares outstanding
including shares issuable under stock options

Average number of common shares issuable under

the Employee Stock Ownership Plan

Average number of common and common equivalent

shares outstanding

Pro Forma Adjustment to Earnings (Loss)

from Continuing Businesses

Earnings (loss) from continuing businesses
as reported

Less:

Increased contribution to the Employee Stock
Ownership Plan assuming conversion of
preferred shares to common
Net reduction in tax benefits assuming
conversion of the Employee Stock Ownership
Plan preferred shares to common

Pro forma earnings (loss) from continuing
businesses

Fully diluted earnings (loss) per share
from continuing businesses

Pro Forma Adjustment to Net Earnings (Loss)
Net earnings (loss) as reported
Less:
Increased contribution to the Employee Stock
Ownership Plan assuming conversion of
preferred shares to common

Net reduction in tax benefits assuming conversion

of the Employee Stock Ownership Plan
preferred shares to common

Pro forma net earnings (loss)
Fully diluted net earnings (loss) per share

(a) Fully diluted earnings per share for years 188@ 1991 were antidilutive.
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1993  1992(a) 1991(a)

377 372 372

5.6 5.9 5.9

43.3 431 431

$63.5 $(59.9) $60.6

$54.4 $(68.9) $47.7

$ 126 $ (1.98) $ 1.11

$63.5 $(227.7) $48.2

8.2 83 129

$54.4 $(236.7) $35.3
$ 1.26 $ (6.49) $ 0.77




ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

Supplementary Information to Financial Review

Depreciation

The approximate average effective rates of deptieniare as follows:

Year ended Dece mber 31,
1993 1992 1991
% % %
Domestic companies:
Buildings 3.2 3.2 3.1
Machinery and Equipment 6.8 6.8 6.8
Foreign companies:
Buildings 3.2 3.0 3.0
Machinery and Equipment 8.0 8.2 8.9
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ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

Property, Plant, and Equipment

Year Ended December 31, 1993

Balance at
beginning Additions
of year  atcost

Land $ 365 $ .2
Buildings 490.8 13.8
Machinery and Equipment  1,420.2 85.8

Construction in Progress 60.8 17.8

$2,008.3 $117.6

(a) includes writedowns relating to restructuring\aties of:

(millions)
SCHEDULE V

Page 1 of 3

Foreign
Retire-  currency Other changes(b) Bal
ments  translation = ------------- at

--------------------------- (@
$(1.3) $(.6) $--- $(26) $

(34) (63) 112 (20) 5
(60.0) (18.0) 335 (15.0) 1,4

(3) (@1 - (15.2)

$(65.0)  $(25.0) $44.7 $(34.8) $2,0

Land 2.4
Buildings 1.6
Machinery and Equipment 7.8
Construction in Progress 7
Total 125

(b) transferred to/from other accounts and misnelhas adjustments
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ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

Property, Plant, and Equipment

Year Ended December 31, 1992

(millions)
SCHEDULE V
Page 2 of 3
Foreign
Balance at Retire-  currency Other changes(c) B alance
beginning Additions ments  translation = ------------- a tend
of year  atcost or sales Debit (Credit) Debit Credit o fyear
(a)(b)
Land $ 349 $ 25 $(2) $(7 $--—- $ - 36.5
Buildings 498.5 12.6 (2.1) (8.1) 3 (104) 490.8
Machinery and Equipment 1,432.1 95.3 (38.1) (38.5) 8.2 (38.8) 1,420.2
Construction in Progress 69.0 5.4 (.5) (2.2) --  (11.0) 60.8
$2,034.5 $115.8 $(40.9) $(49.4) $85 $(60.2) $ 2,008.3
(a) includes writedowns relating to restructuring\aties of:
Buildings 104

Machinery and Equipment ~ 32.3

Total 42.7

(b) includes contribution of $6.8 million of Mactery and Equipment and $1.7 million of ConstruciiofProgress to the Worthington
Armstrong Venture

(c) transferred to/from other accounts and misoeltas adjustments
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ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

Property, Plant, and Equipment

Year Ended December 31, 1991

(millions)
SCHEDULE V
Page 3 of 3
Foreign
Balance at Retire-  currency Other changes(a) B alance
beginning Additions ments  translation = ------------- a tend
of year at cost(a) or sales Debit (Credit) Debit Credit o fyear
Land $ 361 $ .1 $(1.2) $(1) $1 $- % 34.9
Buildings 472.6 26.8 (2.5) (.9) 25 498.5
Machinery and Equipment 1,360.2 135.6 (52.7) 3.7) 1 (7.4) 1,432.1
Construction in Progress 98.9 (28.7) (1.2) 69.0
$1,967.8 $133.8 $(56.5) $(5.9) $2.7 $(74) $ 2,034.5

(a) transferred to/from other accounts, and miacelbus adjustments
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ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

Accumulated Depreciation and Amortization of PrapePlant, and Equipment

Year Ended December 31, 1993

(millions)
SCHEDULE VI
Page 1 of 3
Foreign
Balance at Additions Retirements, currency Other changes(a
beginning charged t o renewals and translation = -------------
of year  earnings replacements (Debit) Credit Debit Credi
Buildings $184.8 $15.9 $(2.5) $(2.2) $(.2) %2
Machinery and Equipment 751.5 104.1 (40.3) (11.0) (2.4) 6.
$936.3 $120.0 $(42.8) $(13.2) $(2.6) $9.

(a) transferred to/from other accounts and misoebas adjustments
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ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

Accumulated Depreciation and Amortization of PrapePlant, and Equipment

Year Ended December 31, 1992
(millions)

SCHEDULE VI
Page 2 of 3

Foreign
Retirements,  currency Other changes(
o renewals and translation = ---------e---

Balance at Additions

a) Balance
beginning charged t

at end

of year  earnings replacements (Debit) Credit Debit Cred it ofyear
Buildings $174.3 $15.9 $(1.9) $(3.2) $(28) $2 5 $184.8
Machinery and Equipment 707.3 104.9 (34.3) (23.4) (8.8) 5 .8 751.5
$881.6 $120.8 $(36.2) $(26.6) $(11.6) $8 3 $936.3

(a) transferred to/from other accounts and misoebas adjustments
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ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

Accumulated Depreciation and Amortization of PrapePlant, and Equipment

Year Ended December 31, 1991

(millions)
SCHEDULE VI
Page 3 of 3
Foreign
Balance at  Addition s Retirements, currency Other chang es(a) Balance
beginning charged to renewals and translation = ----------- - at end
of year earning s replacements (Debit) Credit Debit C redit  of year
Buildings $158.3 $15.1 $(2.6) $ (.2) $ - $3.7  $174.3
Machinery and Equipment 662.1 102.4 (49.7) (2.1) (5.5) 1 707.3
$820.4 $117.5 $(52.3) $(2.3) $(5.5) $3.8 $881.6

(a) transferred to/from other accounts and mispebas adjustments
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ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

Valuation and Qualifying Reserves

Years Ended December 31, 1993, 1992 and 1991

(millions)
SCHEDULE ViIlI
Additio ns
Balance at  charge d Balance
beginning (credit ed) atend
of year  toearni ngs Deductions(a) of year

Assets:

Provision for discounts

and losses - 1993 $32.2 $89. 3 $84.0 $37.5
Provision for discounts
and losses - 1992 $30.1 $93. 2 $91.1 $32.2
Provision for discounts
and losses - 1991 $32.8 $80. 5 $83.2 $30.1

(a) includes discounts granted and uncollectibdeir@bles, less recoveries and valuation reseelated to discontinued businesses that have
been classified as other assets
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ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

SCHEDULE IX
Short-Term Borrowings(a)
(millions)
Page 1 of 2
Maximum  Average  Weighted
Category of Average amount amount average
aggregate Balance Year-End outstanding outstanding interest
short-term at end of interest during the during the rate during
borrowings period rate  period period the period(b)

Year ended December 31, 1993

Commercial paper $75.5 3.36% $163.3  $122.8(c) 3.21%
Bank debt 29.9 6.81% 106.5 67.7(d) 9.07%
$105.4 $190.5

Year ended December 31, 1992

Commercial paper $163.3 3.66% $215.1  $171.2(c) 3.78%
Bank debt 60.4 9.53% 65.8 35.7(d) 9.47%
$223.7 $206.9

(a) the terms and conditions of the various caiegaf short-term borrowings were those typicaffieed by lenders to companies with
excellent credit ratings

(b) based on total periods' interest expense @elat short-term borrowings) divided by the averag®unt outstanding during the period
(c) based on daily balances divided by 365 days

(d) based on daily balances divided by 365 days iarsbme instances, based on total of 12 monthbatahces divided by 12
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ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

SCHEDULE IX
Short-Term Borrowings(a)
(millions)
Page 2 of 2
Maximum  Average  Weighted
Category of Average amount amount average
aggregate Balance Year-End outstanding outstanding interest
short-term at end of interest during the during the rate during
borrowings period rate  period period the period(b)

Year ended December 31, 1991

Commercial paper $176.6 5.02% $247.3 $169.9(c) 6.10%
Bank debt 27.6 9.16% 88.0  40.9(d) 8.82%
$204.2 $210.8

(a) the terms and conditions of the various caiegaf short-term borrowings were those typicaffieed by lenders to companies with
excellent credit ratings

(b) based on total periods' interest expense @elat short-term borrowings) divided by the averag®unt outstanding during the period
(c) based on daily balances divided by 365 days

(d) based on daily balances divided by 365 days iargbme instances, based on total of 12 monthbefahces divided by 12
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AGREEMENT CONCERNING ASBESTOS-RELATED CLAIMS

This Agreement to provide for the administratioefeshse, payment and disposition of asbestos-retda@ds (hereinbelow referred to as the
"Agreement") is made between and among the Sulisgrifroducers, as defined hereinbelow, and theS®ibirsg Insurers, as defined
hereinbelow.

WITNESSETH:

WHEREAS, Subscribing Producers and Subscribingrarsthave considered the nature of asbestos-retktieas, their number and
widespread distribution throughout the United Statiee various rules of law governing their redolutthe scope and complexity of the
insurance arrangements related thereto, and tliebuhat such claims have placed on the Americdhjastice system; and

WHEREAS, Subscribing Producers and Subscribingrersurecognize the existence of numerous insuremeerage disputes between and
among Insurers and Producers, differing court dmtés and the existence of cross-actions amonguesrd and among Insurers; and

WHEREAS, Subscribing Producers and Subscribingrirsudesire to simplify the procedures for handilegms, reduce the costs of such
procedures, apply insurance arrangements in astensmanner and take other steps reasonable acticpt to ensure the expenditure of
funds for the reasonable payment of meritoriousngaat reasonable processing costs; and

WHEREAS, Subscribing Producers and Subscribingrarsuesire to resolve and discontinue the variigsutes concerning insurance
coverage for asbestos- related claims and to emipok a method for resolution of asbestos-relaf@chs and the insurance arrangements
pertaining thereto;

NOW THEREFORE, in consideration of the mutual cars herein contained and intending to be legallyniol hereby, the Subscribi
Producers and Subscribing Insurers hereby agréslaws:

I. GENERAL CONDITIONS

1. Any Producer or Insurer may become a signatwtii¢ Agreement on or before June 19, 1985, asd ioing shall agree to be bound by
the terms and conditions of the Agreement and thgeAdices hereto, and prior to said date shalt pfeticipation in the Agreement to each
and every of its Producers or Insurers, as the wasebe. If a Producer or Insurer does not becosigretory hereto on or before June 19,
1985, but subsequently wants to become a signatoayresult of changed circumstances, participatitime Agreement by such Producer or
Insurer may be in conflict with the fixed commitnteand compromises upon the basis of which othadluRers and Insurers will have
entered into the Agreement on or before June 185.1Rarticipation in the Agreement by additionapwsed signatories therefore shall be
considered only in accordance with Section XXI rdrelow.

2. The Agreement is intended to apply solely teeatds-related claims, as defined hereinbelow.thésproduct of informed negotiations
among the signatories hereto, involving compromiggaeviously stated legal positions. The Agreentkres not necessarily reflect the vit
of Subscribing Producers and Subscribing Insurets #heir rights and obligations with regard tatt@is or persons outside of the scope of
the Agreement, and with respect to all such matiesersons, all signatories reserve all previotslgl positions and all other rights and
privileges.
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3. The Agreement is intended to confer rights agnkffits only upon Subscribing Producers and Subisgrinsurers, and is not intended to
confer any rights or benefits upon persons notatmies to the Agreement. No person other thagraasdry hereto shall have any legally
enforceable rights under the Agreement. All righftaction for any breach of this Agreement by aigynatory hereto are hereby reserved to
Subscribing Producers and Subscribing Insurers.

4. All actions taken and statements made by persotigir representatives relating to their papition in the Agreement, including its
development and implementation, shall be withoejystice or value as precedents, and shall notkentas a standard by which other mat
may be judged.

5. All persons subscribing to or otherwise assouajahemselves with the Agreement request all Gatartake notice of its underlying
purpose, and to accord all persons subscribing toherwise associating themselves with the Agregraed their representatives full
privilege and protection with respect to the disale of their actions, statements, documents, papet other materials relating to the
Agreement, including its development and implemigora

[I. ESTABLISHMENT OF FACILITY

1. Subscribing Producers and Subscribing Insureat astablish a non- profit organization to benaas the Asbestos Claims Facility
(hereinafter referred to as the "Facility"). Thecifity shall administer and arrange for the evaluatsettlement, payment or defense of all
asbestos-related claims against Subscribing Preslacel Subscribing Insurers in accordance withptbgisions of the Agreement and
Appendix A hereto, and pursuant to the provisidnaw and professional standards applicable to &illiag Insurers.

2. The Facility shall be governed by a Board ofebiors whose members shall number at least 12 hodenmembers shall contain an equal
number of representatives of Subscribing Produ@mbers and of Subscribing Insurer members. ThedBafaDirectors shall have power to
increase the number of directors and to add puliéctors, to appoint such officers, employees@mdmittees of persons as the Board sees
fit, to define their authorities and responsibéiitiand to set the conditions of their appointmertis. Board of Directors shall have no power to
modify any provisions of the Agreement or of thep&pdices hereto.

3. The Facility shall not sell, lease, exchangertgame, pledge, or otherwise dispose of all or wurtiglly all of its property or assets and s
not dissolve or wind up its affairs except uponadlfffemative vote of two-thirds of Subscribing Pramtr members with two-thirds interest or
two- thirds of Subscribing Insurer members with #thods interest.

[ll. MEMBERSHIP IN FACILITY

1. Subject to the provisions of Section XXI heraildw, each Producer and each Insurer shall becamenaber of the Facility upon becom
a signatory to the Agreement and shall invite ezfdts Producers or Insurers, as the case mayl®dome a signatory to the Agreement and
thereby to become a member of the Facility.

2. Voting rights of members and voting procedutedide determined respectively by Subscribing Beeds and Subscribing Insurers.
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3. Neither the Board of Directors nor any otherspes shall have any authority to terminate the negsitip of a member without the consent
of such member; provided, that membership in ttaliBashall terminate at such time as a membelomger has an obligation to make
payments or to pay expenses pursuant to the Agreeand the Appendices hereto. A member may termiitsmembership in the Facility at
any time upon written notice to the Facility, becept as otherwise explicitly provided hereinpteation of membership shall not modify
the rights and obligations of a Subscribing Produsabscribing Insurer or the Facility under theégment and the Appendices hereto.

V. SUBMISSION AND WITHDRAWAL OF CLAIMS

1. By becoming a signatory to the Agreement, eadis&ibing Producer and each Subscribing Insurgigdates the Facility as its sole agent
to administer and arrange on its behalf for thduateon, settlement, payment or defense of all sislserelated claims against such
Subscribing Producer or Subscribing Insurer. As sgjent, the Facility shall have exclusive autliaitd discretion to administer, evaluate,
settle, pay or defend all asbestos- related cldirsept as otherwise provided in Paragraph 2 heedw, the Facility shall serve perpetually
as the sole agent of each Subscribing Produceeartd Subscribing Insurer with respect to all asisestlated claims.

2. Any Subscribing Producer or Subscribing Insunay withdraw the designation of the Facility assitée agent made pursuant to Paragraph
2 hereinabove, and may terminate the Facilitylstrégnd authority to act on behalf of such Subseght®roducer or Subscribing Insurer by
providing written notice to the Facility 60 daysqurto the effective date of such withdrawal; paead, that such withdrawal shall apply only
to asbestos-related claims filed or made agaiestvithdrawing Subscribing Producer or Subscribimgurer subsequent to the effective date
of withdrawal. The Facility shall continue to sea®sole agent for such Subscribing Producer os@ilting Insurer with respect to all
asbestos-related claims filed on or before thectffe date of withdrawal.

V. COOPERATION WITH FACILITY

Each Subscribing Producer and each Subscribingdnshall comply with the terms and conditionstaf Agreement and the Appendices
hereto, and shall cooperate with and assist thiditifae furtherance of such terms and conditioBach Subscribing Producer and each
Subscribing Insurer shall respond fully and innaetiy manner to reasonable requests by the Fafulitinformation and shall assist in the
securing and giving of evidence concerning asbestased claims. To the extent practicable, thdlidashall maintain the confidentiality of
confidential or proprietary information submitted Bubscribing Producers and Subscribing Insurers.

VI. ALLOCATION OF LIABILITIES AND EXPENSES

1. Liability payments and allocated expenses s¥ehllocated to each Subscribing Producer on tteesiech Producer becomes a signatory to
the Agreement. Such allocation shall establishrélsponsibility of each Subscribing Producer foeecpntage of liability payments and a
percentage of allocated expenses attributabledio éaim handled by the Facility as sole agenstah Subscribing Producer under Section
IV hereinabove. Each Subscribing Producer's peagestof liability payments and allocated expenkeli be established as provided in
Appendix A-1 hereto, and shall be subject to madifon only in the manner and to the extent séhfor
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therein. To the extent that a Subscribing Prodsigetcentages of liability payments and allocatgubases attributable to a particular
asbestos-related claim are not payable by one og ®obscribing Insurers pursuant to the Agreemedhtlae Appendices hereto, such
Subscribing Producer shall pay the percentagaalufity payments and allocated expenses in questio

2. Each Subscribing Insurer shall acquiesce inadoidie by the allocation of percentages of liabitisyments and allocated expenses to each
Subscribing Producer, as described in Paragragreirtabove, and shall consider, recognize anddedti Subscribing Producer's shares of
liability payments and allocated expenses attritletto each asbestos-related claim to be necessasonable and proper and each
Subscribing Producer to be properly bound and at#idjto pay such sums. Each Subscribing Insurdrpsiaa share of unallocated expenses
and start-up costs as provided in Appendix A-2 toerehich shall be subject to modification onlytive manner and to the extent set forth
therein.

VII. FACILITY CLAIMS HANDLING

1. Except as otherwise provided in Section IV heabove, the Facility shall administer, evaluatét/esepay or defend all asbestos-related
claims against Subscribing Producers and Subsgribsurers, either within the Facility's proceduneshrough standard judicial means. The
Facility shall handle each asbestos-related clairhehalf of all Subscribing Producers and Subsugilbhsurers, and shall not settle an
asbestos-related claim on behalf of fewer thaSaliscribing Producers and Subscribing Insurers.FHudity shall settle each asbestos-
related claim so as to extinguish claims for athdges, including punitive damages, and, in théese¢int of asbestos-related claims, the
Facility shall not pay punitive damages to clainsant

2. The Facility shall hire competent and experiérnegal counsel to defend asbestos-related clamishall retain such counsel as are
necessary and appropriate to defend the interéStshscribing Producers. The Facility may useitpleyees and independent persons to
provide professional medical and other assistandeadvice.

3. Actions against nonsubscribing persons may benaken by the Facility on behalf of Subscribimgdicers and Subscribing Insurers, but
the Agreement shall neither require nor precluadd sctions.

4. The Facility shall require valid evidence to gog each claim against Subscribing Producers ahd@ibing Insurers, and shall require
credible medical evidence in each case prior toingggayment to a claimant. Facility personnel shalfesponsible for obtaining such
evidence from each claimant and verifying it.

5. A claimant shall be paid solely for asbestoatesl physical impairment and dysfunction. If sulgiincant subsequently develops an
asbestos- related malignancy, the claimant may gubsubsequent claim. In addition, the Facilityynpaovide certain claimants whose
claims have not matured with an opportunity to besit a claim to the Facility should additional mealievidence become available. The
Facility may enter into agreements to suspenduhaing of statutes of limitations with respect laims timely presented and shall adopt
uniform, streamlined, expeditious procedures, iditig voluntary nonjudicial means of resolving disgaliclaims.

6. Each asbestos-related claim shall be evaluatéid individual merits, but this shall not preatutivo or more asbestos-related claims from
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being settled simultaneously.

7. The Facility shall not make payments pursuaiat poe-determined schedule of benefits, but detail@ims guidelines shall be used to
evaluate and settle asbestos-related claims. Ttiity-ahall make payments and settle claims ombehalf of Subscribing Producers and
Subscribing Insurers and shall be entitled to ¢riedisettlements made and judgments paid by SidisgrProducers and Subscribing Insu
prior to subscription in the Facility.

8. The Facility shall operate according to anniaddility, defense and operational programs to labdished by the Board of Directors. The
Facility shall be subject to annual financial anhlity control audits by persons selected by tharBaf Directors and consisting of an equal
number of representatives of Subscribing Produsedsof Subscribing Insurers.

VIIl. COVERAGE DISPUTES AND WAIVERS OF CLAIMS AND BEFENSES

1. Each Subscribing Producer and each Subscribggér shall forgo all claims for declaratory rebe damages, as to other Subscribing
Producers and Subscribing Insurers, relating t@fiication of insurance to the investigationtlsetent, defense or indemnification of
asbestos-related claims within the scope of thed&guent. Upon becoming a signatory to the Agreenadirguch claims shall be withdrawn
and dismissed from pending actions, as to SubsgriBroducers and Subscribing Insurers, with pregidind without delay.

2. Each Subscribing Producer and each Subscribswér shall forgo all claims for contribution ademnity (other than for contribution or
indemnity assumed under written agreement) agathsr Subscribing Producers and Subscribing Inswéh respect to all asbestos-related
claims except those claims with respect to whiGubscribing Producer or Subscribing Insurer haBdeé#wn pursuant to Section 1V
hereinabove.

3. Each Subscribing Producer and each Subscribsuyér shall waive claims for bad faith or punitdemages, as to other Subscribing
Producers and Subscribing Insurers, with respeall tnatters within the scope of the Agreementyjated, that this waiver shall not apply to
claims, including punitive damages, for breachrabad faith with respect to the Agreement.

4. This Section VIII shall not preclude a SubsarghProducer or Subscribing Insurer from seekingnbeirsement under other provisions of
the Agreement. In addition, there are a limited hanof issues with respect to which the possibdttjitigation is specifically provided for
herein, but, except as otherwise provided in ParggB hereinabove, all claims for bad faith or fluaidamages, as to other Subscribing
Producers and Subscribing Insurers, shall be waivedch litigation.

5. Except as otherwise provided in Appendix B tereaich Subscribing Insurer shall waive and permnabandon and shall not assert or
apply any conditions or defenses based upon, dugroary provisions contained in, insurance peB¢iwhich defenses or provisions have
the effect of reducing or denying insurance coveragpilable under any of the insurance policiesed9y Subscribing Insurers to
Subscribing Producers. This waiver includes clairs@sultiple insurance policies issued by the samsarer that seek to shift the entire loss
arising out of one occurrence to one of the instegolicies or to reduce the amounts payable umdeinsurance policy with respect to the
entire loss by amounts paid under any one of therahsurance policies.

6. Subscribing Producers and Subscribing Insufeal sesolve



through alternative dispute resolution, in the nearset forth in Appendix C hereto, any disputedésswithin the scope of the Agreement
the Appendices hereto.

IX. COVERAGE BLOCK AND FUNDING

1. The "coverage block," with respect to each Stilbisy Producer, consists of all insurance poliégssied to such Subscribing Producer by
its Subscribing Insurers to become effective pigathe date (within the period January 1, 1973ubloDecember 31, 1979) selected by the
Producer and set forth in its Schedules of Insweram, except as set forth hereinbelow, shallmztide any periods subsequent to said date;
provided, that the coverage block shall not begiorpo the date of said Producer's first involveatneith asbestos or asbestos-containing
products. Insurance policies written to becomeatiffe prior to June 19, 1985, and subsequent temtioéng date of a Subscribing Producer's
initial coverage block may be added consecutivieyyyear with respect to annual limits) to such cage block by payment, as due, of any
applicable deductibles, retrospective rating prensiwr self-insured retentions in accordance wighgtovisions of Sections XV and XVI
hereinbelow and subject to appropriate credit fooants previously paid by the Producer on accofistioh deductibles, retrospective rating
premiums or self-insured retentions. Such insurgtieies, when added, become part of the Prodsiceverage block. Uninsured periods
likewise may be consecutively added, and must bdedd they fall between consecutively added indyreriods; provided, that if a Producer
adds a period for which it did not purchase insaeasubsequent to the initial coverage block, suckliuer shall make liability payments and
pay allocated expenses for that period.

2. The "exposure period," with respect to each stelserelated claim for a particular injury, is theriod from a person's first exposure to any
asbestos or asbestos-containing products untildiagnosis of such injury or death resulting freath injury, whichever occurs first.

3. Any insurance policies covering a part of thpasure period for a particular claim may be useahade liability payments and to pay
allocated expenses for such claim in accordandethé provisions of this Section X, in the manset forth in Sections X and XI
hereinbelow.

4. An insurance policy of an insolvent Subscriblingurer shall be treated as would any uninsureigén the initial coverage block;
provided, that with respect to an insolvent Lon@mmpany (exclusive of Lloyds syndicate members) ltlaa underwritten a share within a
particular insurance policy, the Subscribing Praain question shall pay such insolvent Comparhesesof payments required under the
insurance policy pursuant to the Agreement.

5. Insurance policies that expressly provide cayem@n a specific manifestation or claims-made hasisst discovery trigger shall be
included within the coverage block in a manner iaat with their terms.

6. Neither the insurance policies comprising a Stibig Producer's coverage block nor any otheuriznsce policies set forth in the
Producer's Schedules of Insurance are dedicately $olasbestos-related claims, and they may ba fasehe administration, handling or
disposition of any other claims covered thereursdhel, subject to the terms and conditions of therarsce policy in question, payments shall
apply toward the exhaustion of any applicable iasae policy limits.

7. With respect to each Subscribing Producerjaility payments and allocated expenses arisingbthe products hazard or completed
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operations hazard, as defined in the insuranceypwiiquestion, shall be covered exclusively bydpicis coverage (subject to applicable
aggregate limits if any), notwithstanding the preseof allegations such as, but not limited td¢shability, failure to warn, negligence,
breach of warranty, fraud, misrepresentation, calmeent or conspiracy.

X. LIABILITY PAYMENTS

With respect to a particular asbestos-related ¢lhahility payments attributable to such claim &ach Subscribing Producer shall be made as
provided hereinbelow:

1. Subject to the provisions of Section XX herelote each primary insurance policy in the coverbigek that covers any part of the
exposure period shall make liability payments; aadh excess insurance policy in the coverage lilatkcovers any part of the exposure
period not then covered by underlying primary acess insurance in the coverage block also shalerhakility payments; provided, that no
insurance policy shall make liability payments atftg limits of liability have been exhausted. Eptas otherwise provided herein, whenev
Subscribing Producer has no insurance for a paatigeriod within the coverage block, liability pagnts otherwise allocable to that period
shall be allocated pursuant to Paragraph 2 herewtie the periods within the coverage block forieththe Subscribing Producer has
insurance and to periods added to the coveragé& Bdoevhich the Subscribing Producer did not pusshmsurance.

2. The amount of liability payments to be made agheinsurance policy described in Paragraph 1 iedpeive shall bear the same relation to
the aggregate liability payments incurred as thé gfathe exposure period then covered by suchramme policy bears to the total parts of the
exposure period then covered by insurance poliniése coverage block and by periods added to ¢trerage block for which the Subscrib
Producer did not purchase insurance; provided at&ibscribing Producer shall make liability paytmemly if no part of the exposure peri

is then covered by insurance policies in the cayetaock, except as otherwise provided herein.

XI. ALLOCATED EXPENSES

With respect to a particular asbestos-related ¢laltocated expenses attributable to such clainedmh Subscribing Producer shall be paid as
provided hereinbelow:

1. Subject to the provisions of Section XX herelptg unless it expressly provides otherwise, eaahary insurance policy in the coverage
block that covers any part of the exposure perfadl pay allocated expenses; and, unless it exprpssvides otherwise, each excess
insurance policy in the coverage block that coaeng part of the exposure period not then coverednalerlying primary or excess insurance
in the coverage block also shall pay allocated rges; provided, that such excess insurance pdiay snly pay allocated expenses where:
A) payment of allocated expenses would not app8iresd the aggregate limits of such excess insurpaliey; or B) no primary insurance
policies in the coverage block cover a part ofdkposure period; or C) remaining primary insurgnakcies cover 10 percent or less of the
period comprising the coverage block initially stésl by the Subscribing Producer; or D) the init@erage block
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is less than ten years and only one primary pglear remains within the coverage block. Exceptthsravise provided herein, whenever a
Subscribing Producer has no insurance paying aldoaxpenses for a particular period within theecage block, allocated expenses
otherwise allocable to that period shall be alledab the periods within the coverage block forahhthe Subscribing Producer has insurance
paying allocated expenses and to periods addéubtodverage block for which the Subscribing Proddadnot purchase insurance.

2. The amount of allocated expenses to be paicbly msurance policy paying allocated expensesipntdo Paragraph 1 hereinabove shall
bear the same relation to the aggregate allocaigehses incurred as the part of the exposure p#rerdcovered by such insurance policy
bears to the total parts of the exposure period towered by insurance policies in the coveragekopaying allocated expenses and by
periods added to the coverage block for which thies8ribing Producer did not purchase insurancejiged, that a Subscribing Producer
shall pay allocated expenses only if no part ofetkgosure period is covered by insurance policighe coverage block paying allocated
expenses, except as otherwise provided herein.

3. The payment of allocated expenses shall noyaggminst the aggregate limits of primary insurgoakcies unless the insurance policies in
guestion expressly provide otherwise. The paymeallacated expenses shall apply against the agtgdnits of excess insurance policies
unless the insurance policies in question exprgsslyide otherwise; provided, that with respecgxoess insurance policies that expressly
follow the provisions of underlying insurance p@i for the payment of allocated expenses, suckryidg language shall apply except
where it is inconsistent with the terms and condgiof the excess insurance policy.

Xll. PAYMENT OF ALLOCATED AND UNALLOCATED EXPENSESFOLLOWING EXHAUSTION OF LIMITS

1. Each Subscribing Insurer, with respect bothdicjes of insurance that expressly provide thatdhty to defend ceases upon exhaustion of
aggregate limits (generally, post-1966 standamhfimsurance policies) and to pre-1966 standard fosarance policies, shall pay allocated
and unallocated expenses until its limits of lidpire exhausted but not thereafter.

2. As to Subscribing Producers whose asbestoedetdims are being administered by the Facilibhs®ribing Insurers that have issued pre-
1966 standard form insurance policies shall estapidminister and fund an Insurance Defense Rrogra set forth in Appendix E hereto, to
cover the allocated and unallocated expenses ofaéths that under the Agreement would have trigder pre-1966 standard form insurance
policy. The Insurance Defense Program, on behafulifscribing Insurers that have issued pre-196g@iatd form insurance policies, shall
respond, as would any insurance policy paying atled expenses under the Agreement, to pay alloeatkdnallocated expenses for any
claim triggering a pre-1966 standard form insurgmaiécy year where: A) there is no obligation irckypolicy year to pay allocated expenses
for such claim; and B) no other insurance poli@ies paying allocated expenses for such claim opéyenent of allocated expenses by any of
the insurance policies paying allocated expensesuth claim applies against aggregate limits prsto Section XI hereinabove or the
Subscribing Producer is paying allocated expermesuch claim. The Insurance Defense Program sbalbe taken into account in
determining whether an excess insurance policy pigsated expenses pursuant to Paragraph 1 ab8etthereinabove.
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Xlll. START-UP COSTS OF FACILITY

1. All start-up costs shall be paid by Subscridrgnary Insurers in accordance with Appendix A-2ehe.

2. Charter subscribers may mitigate the start-ygeege burden through entrance fees that shalldrgeth to new subscribers in accordance
with Appendix A-2 hereto; provided, that new sulisers do not include Subscribing Producers, exitefite case of a new Producer with no
Subscribing Insurers.

XIV. UNALLOCATED EXPENSES OF FACILITY

1. All unallocated expenses of the Facility shallgaid by Subscribing Primary Insurers and SubisariExcess Insurers as they are called
upon to make payments within the terms of the Agwe®, as described more fully in Appendix A-2 heret

2. A Subscribing Insurer shall be relieved of théigation to pay unallocated expenses upon thetestien of all of its obligations to make
liability payments and to pay allocated expenses.

3. A Subscribing Producer shall be obligated to @ayare of Facility unallocated expenses only afteapplicable insurance within the
coverage block is exhausted.

XV. DEDUCTIBLES AND RETROSPECTIVE RATING PLANS

1. When a Subscribing Producer includes withirc@gerage block a particular period of insurancgestttio a deductible, self-insured
retention or retrospective rating plan under wipelgment would be due from such Subscribing Produkat Subscribing Producer shall pay
the deductible, self- insured retention or retrasipe rating premium as due, except as otherwiegiged herein.

2. A "date" shall be mutually agreed upon by eaghs8ribing Producer and its Subscribing Insurergtmposes of this Section XV and
Sections XVI and XVII hereinbelow. The agreed-uplatte may be the same as or different from the wataterally selected by the
Subscribing Producer for the purpose of definisgdverage block pursuant to Section IX hereinaballénsurance policies issued to a
Subscribing Producer prior to the mutually agrepdrudate are "predate” insurance policies. Allimaae policies issued to a Subscribing
Producer subsequent to the mutually agreed-up@natat'post-date” insurance policies.

3. All deductibles and retentions, whether in patedor post-date insurance policies, shall be egpifi a pro-rata manner in the same
proportion as the policy year is called upon to enb&bility payments.

4. Once retrospective rating plans have been claglether prior to or following the date a pers@esdmes a signatory to this Agreement,
they shall not require any additional payments ISubscribing Producer.

5. Unless otherwise explicitly provided in the ireuce policy in question, payment by a Subscrifinaducer of a deductible shall not reduce
the aggregate limits of such insurance policy.

6. With respect to a primary insurance policy coritey a clause or endorsement providing substaytiadt payments made which include a
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deductible amount shall not increase the Insuliabdity with respect to each occurrence and aggte, once the Subscribing Producer or the
Subscribing Primary Insurer has paid an amountldqube aggregate limits, the Subscribing Prodiste! pay no more on account of such
deductible and the Subscribing Primary. Insurer @mnbscribing Excess Insurer shall resolve betwieemselves the responsibility for
payments for such year.

XVI. APPLICATION OF INSURANCE POLICIES WITHOUT DEDGTIBLE OR RETENTION LIMITS
A. PRE-DATE INSURANCE POLICIES

1. Where deductibles and retentions are not limdgtqalicitly by the insurance policy language, théédwing schedule of multipliers shall
apply to limit per policy year such deductibles aeténtions:

Policy
Year
Face Amount of Cumulative
Deductible or Retention Multip lier Maximum
Up to $5,000 ......coeovvevvinrnnnne 1 0 $ 50,000
Next $20,000 ........ccceevvrevnrenns 7.5 $200,000

2. With respect to per claim deductibles in exa#sp25,000, the maximum to be paid for each paojiesr by a Subscribing Producer is the
aggregate limit of the deductible-containing insweapolicy. With respect to per occurrence dediegim excess of $25,000, the affected
parties shall resolve disagreements by negotiatidlowed by non-binding alternative dispute resinln, followed, if necessary, by litigation.
Any such resolution shall apply, in all respeatsthte affected parties notwithstanding any othewisions of the Agreement.

3. Where an insurance policy containing a dedus#éxplicitly provides that payment of deductibleduces aggregate limits, then payment of
deductibles shall apply against aggregate limitkofving the exhaustion of which, excess insurgpaiicies shall become available. In all
other cases involving deductibles, payment of deblies shall not apply against aggregate limitsl excess insurance shall become available
after the underlying insurance policy has paidétsaining limits.

B. POST-DATE INSURANCE POLICIES

1. Deductibles and retentions shall apply as writtdfected parties shall resolve any disagreemieptsegotiation, followed by non-binding
alternative dispute resolution, followed, if neaays by litigation. Any such resolution shall apply all respects, to the affected parties
notwithstanding any other provisions of the Agreatme

2. With respect to deductibles or retentions innsarance policy underlying an excess insuranceythat contains standard excess ultimate
net loss and/or loss payable clauses, such extas@nce policy shall respond when liability paymerquivalent to the amount of the
aggregate limits of the underlying insurance politguestion have been made by the Subscribingueescr the Subscribing Insurer or bc
unless:

(A) There is evidence that the Subscribing Excasarer was aware of the uncapped deductible antretewhen writing its insurance
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policy, such evidence to be in: (1) the schedulmsdrance in the excess insurance policy; (2utiderwriting file of the Subscribing Excess
Insurer; (3) the underwriter's placing slip; or td¢ underwriting file of the London broker (notyahmerican broker); and

(B) Such evidence is provided to the Producer leyEkcess Insurer within 60 days of March 29, 1@98%f the date that the excess insurance
policy in question is listed in the Producer's Sktlles of Insurance provided to such Excess Insutgichever occurs later.

XVII. APPLICATION OF INSURANCE POLICIES WITHOUT AGREGATE LIMITS
A. PRE-DATE INSURANCE POLICIES

1. With respect to (A) primary products liabilitg\eerage written without aggregate limits eitherdwvertently or before the aggregate concept
was developed, (B) primary non-products liabilioverage written without aggregate limits at anyetirand (C) in the coverage for any
particular year the first excess occurrence polidjout aggregate limits written directly aboveiasurance policy with aggregate limits, the
following schedule of multipliers shall apply peslicy year to provide aggregate limits for suchigiek:

Policy
Year
Face Amount of Per Cumulative
Occurrence/Accident Limits ~ Multiplie r  Maximum
Up to $100,000.............. 10 $1,000,000
Next $200,000............... 5 $2,000,000
Next $200,000............... 3 $2,600,000
Next $500,000............... 15 $3,350,000
Above $1,000,000............ 1 N/A

In addition, upon exhaustion of all applicable irswce policies for the year in question, the noregate primary insurance policy shall
respond with coverage equal to ten times the pauwroence/accident limits up to the first $1 milliohthe per occurrence/accident limits,
minus amounts previously applied to the maximunitlohsuch insurance policy.

2. All other primary products liability coverageitten without aggregate limits shall apply as veritt In the event of a dispute, affected pa
shall engage in negotiation, followed by non-birdaiternative dispute resolution, followed, if nesary, by litigation. Any such resolution
shall apply, in all respects, to the affected partiotwithstanding any other provisions of the A&gnent.

3. All other excess occurrence policies withoutraggte limits shall apply to the extent of one @asurrence/accident limit.
B. POST-DATE INSURANCE POLICIES

Post-date insurance policies without aggregatedistiall apply as written. In the event of a dispaffected parties shall engage in
negotiation, followed by non-binding alternativelite resolution, followed, if necessary, by litiga. Any such resolution shall apply, in all
respects,
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to the affected parties notwithstanding any othewisions of the Agreement.
XVIIl. POLICY PERIODS OF OTHER THAN 12 MONTH MULTIBES

1. Unless it expressly provides otherwise, an @sce policy of less than 12 months shall carrydgtijregate limits for the term of such
policy.

2. Absent agreement among the affected partiesssithe insurance policy or other documentary ecelexplicitly provides that another
result was intended:

(A) Where an insurance policy was extended pridhéoexpiration date for a period other than a ipleltof 12 months: (1) if the extension
was at the request of the Subscribing Producepéhied of less than 12 months shall carry pro-iatés; and (2) if the extension was at the
request of the Subscribing Insurer, the perioss$ than 12 months shall carry full aggregate $imit

(B) Where an insurance policy was initially writteax more than one year but not for a multiple fmonths, then the period of less than 12
months also shall carry full aggregate limits; and

(C) Where an insurance policy was canceled pridhégexpiration date by either the Subscribing Beed or Subscribing Insurer, then the
period of less than 12 months shall carry full @ggite limits, except where a Subscribing Exceasréncanceled its insurance policy
specifically to make its insurance policies conentmwith underlying insurance policies and the $tibsng Producer agreed, in which case
the period of less than 12 months shall carry pta limits.

3. Deductibles and retentions in insurance polidiescribed in this
Section XVIII shall apply in a manner consistenthwthe application of limits hereunder.

XIX. RETROSPECTIVE AND PROSPECTIVE APPLICATION

1. Except as otherwise provided in Section XXI ir@relow, any and all provisions of the Agreemerglisapply, as between a Subscribing
Producer and Subscribing Insurer, to all liabipgyments and expenses incurred subsequent totdemahich both the Subscribing
Producer and Subscribing Insurer became signattorigtee Agreement, and with respect thereto antdd@xtent inconsistent herewith, shall
nullify, repudiate, replace and supplant, as betwaeh Subscribing Producer and Subscribing Insargr prior agreements or judicial
determinations whether or not final; provided, tthéé Paragraph shall not apply to the extent@h@ubscribing Insurer, by written agreement
executed prior to March 29, 1985, extinguishedxtragisted an insurance coverage obligation by payofanonies to a Subscribing Produ
or affiliated company. With respect to such extisfment of an insurance coverage obligation, tHes&ibing Producer in question shall
make liability payments and pay expenses (inclugiagments due under Appendix E) as would the Siliisgrinsurer in question under the
Agreement in the absence of such extinguishmentttas Subscribing Producer shall make such paynsemtpay such expenses until the
Subscribing Producer has paid hereunder an amquiat & the monies received from such Subscribisgiier with respect to such
extinguishment., plus investment income, if anysaoh monies, and less any payments made and eseaisl directly by such Subscribing
Producer for asbestos-related claims.

2. Subject to the provisions of this Section XIXdaxcept as

-14-



otherwise provided hereinbelow in this ParagrapéaZh Subscribing Producer and each Subscribingdnshall be reimbursed for liability
payments and allocated and unallocated expens#isding deductibles, retrospective premiums and tmsversion factors, incurred prior to
the date on which the Subscribing Producer or Sillisg Insurer became a signatory to the Agreenmnth reimbursement to be made in
accordance with the Agreement and as if the Agree¢iieit not Section VI or Appendix A-1) were in @t at the time such payments and
expenses initially were incurred; provided, thatmpants and expenses incurred pursuant to an agnéexicitly providing that such
payments are final or to a final settlement agre#roefinal judicial determination that became effee prior to the date on which the
Subscribing Producer or Subscribing Insurer becarignatory to the Agreement shall not be subgectimbursement or reallocation.
Notwithstanding the provisions

Section XX hereinbelow, neither a Subscribing Posidunor a Subscribing Insurer shall make reimbuesgmfor amounts that otherwise
would have been reimbursed hereunder by an Ingsotex signatory hereto if said Insurer had becomsigrzatory hereto.

3. Reimbursement of payments and expenses duenereshall be made within 90 days of the date ties&ibing Producer or Subscribing
Insurer became a signatory to the Agreement. Abfitmn of such Producer or Insurer, reimbursensépiyments and expenses may be
made quarterly in not more than twelve equal camsez installments from the date payable underAgeeement, with interest upon any
unpaid principal balances compounded daily and lplayen a quarterly basis at the rate of interesbanced publicly by Citibank, N.A., in
New York, New York, from time to time as Citibark,A.'s Base Rate

4. Reimbursement of payments and expenses pursuBatragraph 2 hereinabove shall be made by atidaa@d among primary and excess
insurance policies in a reasonable manner, antistiadequire reallocation on an individual cassiba

5. With respect to fees and expenses incurredhesiss insurance coverage litigation, each Subsgribroducer and each Subscribing
Insurer, in the absence of agreement, may subaiihslfor such fees and expenses to alternativei@disgsolution.

6. A Subscribing Producer shall not be reimbursedfiocated or unallocated expenses incurredlfillifg its duty of assistance and
cooperation under its insurance policies:

(A) In-house costs claimed by a Subscribing Prodtwée in excess of those incurred in fulfilling duty of assistance and cooperation under
its insurance policies, in the absence of agreemihtits Subscribing Insurers, may be submittedlternative dispute resolution; and

(B) Claims by a Subscribing Producer for fees aqbases incurred for coordinating counsel, in tieeace of agreement with its
Subscribing Insurers, may be submitted to alteveadispute resolution.

XX. INSURANCE ISSUED BY NON-SIGNATORIES

1. Whenever a Subscribing Producer has an insugaolz®y issued to it for a particular period withime coverage block by an Insurer that is
not a signatory hereto, such Producer shall ugsedtsonable best efforts, including, if necesstieytimely pursuit of litigation, to obtain a
final and reasonable settlement agreement or jiiiidial determination concerning the applicatidrsoch insurance policy to asbestetatec
claims. With respect thereto, each Subscribing tRvedand each Subscribing Insurer, to the
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extent practicable, shall cooperate with and afisésSubscribing Producer in question.

2. Whenever, with respect to an insurance poliecdieed in Paragraph 1 hereinabove, the Subscr®iaducer, pursuant to a final settlen
agreement or final judicial determination, has ne@ from the Insurer in question monies to adnt@mishandle or dispose of asbestos-related
claims, such Subscribing Producer shall make pajsraard pay expenses (including payments due unpleerdix E) as would the Insurer in
guestion with respect to such Producer if saidrieishad become a signatory hereto, and the Subsgftvoducer shall make such payments
and pay such expenses until the Subscribing Prodiasepaid an amount equal to the monies recenosad $uch Insurer to administer, handle
or dispose of asbestos-related claims plus invedtineome, if any, on such monies and less pramagicany payments made and
unreimbursed expenses paid directly by such SubsgrProducer for asbestos-related claims or imclim obtaining such judicial
determination or settlement agreement.

3. Whenever an insurance policy described in Papdgt hereinabove would have had to make paymemtspay expenses on a particular
claim under the Agreement had the Insurer in goediecome a signatory hereto, and the Subscribioduer has not received monies from
such non-signatory Insurer pursuant to Paragragml 2 hereinabove, each insurance policy in therage block covering a part of the
exposure period for such claim shall make paymantspay expenses, subject to applicable limitgabflity, on a pro+ata basis in lieu of tF
non-signatory insurance policy and to the exteat sluch insurance policy would have had to makengays under the Agreement, up to the
applicable limits of such insurance policy; proxddéhat the directly overlying excess insurancecgahall make such payments and pay ¢
expenses in lieu of the non-signatory insuranceyanly if no other insurance policies in the coage block cover a part of the exposure
period for such claim. Thereafter, upon a finatlegtent or final judicial determination describedHaragraphs 1 and 2 hereinabove, each
Subscribing Insurer contributing hereunder shalitsaoption, be reimbursed by the Subscribing Beoed; provided, that total reimbursement
of all such contributing Insurers shall not exceglmonies received by the Producer from the ngnagory Insurer to administer, handle or
dispose of asbestos-related claims plus investmeaine, if any, on such monies and less paymentieraad expenses paid directly by such
Subscribing Producer for asbestos-related clainisonirred in obtaining such judicial determinatmmsettlement agreement.

4. Whenever, with respect to an insurance poligcdled in Paragraph 1 hereinabove, the Subscriioducer in question does not obtain a
final settlement agreement or final judicial deteration pursuant to Paragraphs 1 and 2 hereinalvdken two years of the date upon whic
Subscribing Insurer first has actually made lidpiiayments and actually paid allocated expensespmm-rata basis in lieu of such non-
signatory insurance policy pursuant to Paragraper8inabove, interest shall begin to accrue aténelusion of such two year period on all
liability payments actually made and allocated egas actually paid by such Subscribing Insureiein &f the norsignatory insurance polic
and shall continue until the earlier of the datet the Subscribing Producer obtains such a firtdesgent agreement or final judicial
determination or the date that the Subscribingrirsim question would have exhausted its obligatimnmake payments or to pay expenses
under the Agreement if the non-signatory Insuraguastion had become a signatory hereto. Suctesitehall be payable on a quarterly basis
from the date of first accrual at the rate of iarannounced publicly by Citibank, N.A., in NewrkKoNew York, from time to time as
Citibank, N.A.'s Base Rate. When the SubscribirggBcer in question obtains a final settlement ages or final judicial determination,
pursuant to Paragraphs 1 and 2 hereinabove, socduéar shall be reimbursed by the
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Subscribing Insurer in question for interest paidaoy amounts that exceed the monies to which ebe@ibing Insurer is entitled under the
reimbursement provisions of Paragraph 3 hereinabove

XXI. ADDITIONAL SIGNATORIES

1. Except as otherwise provided in Paragraph 2iiesow, a Producer or Insurer may become a signadathe Agreement subsequent to
June 19, 1985, only upon application to and approydhe Board of Directors of the Facility. In denining whether such a Producer or
Insurer may become a signatory hereto, the BoaRirefttors shall determine whether the best interekthe Facility and of the other
signatories would be served thereby, in order soi@sthat the compromises herein and commitmermnssolurces hereunder are duly
respected, that such Producer or Insurer derivesfair advantage with respect to the other sigmeg@nd that none of the other signatories
suffers any unfair disadvantage by reason of seadWRer's or Insurer's failure to become a sigyaimthe Agreement on June 19, 1985.

2. Notwithstanding the provisions of Paragraph teimabove, a Producer or Insurer that has pendintuae 19, 1985, a petition for
reorganization under Chapter 11, Title 11, of thnitéd States Code, may become a signatory to theefgent on or before December 31,
1986; provided that:

(A) Such Producer or Insurer conditionally subsedilbo the Agreement prior to June 19, 1985;

(B) Such Producer or Insurer covenants and agosles bound by all of the provisions contained hreagid in the Appendices hereto,
including the respective allocations of liabilitie®sts and expenses pursuant to Appendices A-A&hand

(C) The court of competent jurisdiction in such @teat 11 proceeding shall have confirmed, by Decebhe1986, a plan of reorganization
authorizing and directing such Producer or Instodrecome a signatory to the Agreement or ratifygaigl action.

3. With respect to any Producer or Insurer thabbezs a signatory hereto pursuant to ParagrapiParagraph 2 hereinabove, Sections VIl
through and including XIX of the Agreement shalt apply between such Producer and each of its Sibbsg Insurers or between such
Insurer and each of its Subscribing Producersh@sdse may be, absent the express written coofstive Subscribing Insurer or Subscribing
Producer in question. In the absence of such cortbeninsurance policies in question shall beté@ainder Section XX as if issued by an
Insurer that is not a signatory hereto.

4. Each person that subsequent to June 19, 1985qullitigation, other than as provided for urtherAgreement, against a Subscribing
Producer or Subscribing Insurer concerning mattétsin the scope of the Agreement shall, upon bengra signatory hereto:

(A) Reimburse each Subscribing Producer or Sulisgrilmsurer for all attorneys' fees and costs irediin such litigation after June 19, 19
and prior to the date such Producer or Insureribesa signatory hereto;

(B) Forgo any claims for attorneys' fees and cigtsrred in such litigation after June 19, 1985 anior to the date such Producer or Insurer
becomes a signatory hereto; and,

(C) Reimburse each such Subscribing Producer os®iling Insurer for all damages (including purétilamages) paid by such
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Subscribing Producer or Subscribing Insurer asaltref such litigation.

5. The application of the Agreement provided fareleis reasonable and necessary to obtain suffipiarticipation in the Agreement by
Producers and Insurers on or before June 19, 18&®sure the continued viability of the Facilitydato further and protect the interests of
signatories hereto.

XXIl. MODIFICATION, TERM AND CHOICE OF LAW

1. The Agreement, including Appendices A througheleto, is the entire agreement between and amalogc8bing Producers and
Subscribing Insurers for the administration, deéempsyment and disposition of asbestos-relatethsladll antecedent or contemporaneous
extrinsic representations, warranties or collatpralisions concerning the negotiation and prepamaif the Agreement and the Appendices
hereto are intended to be discharged and nullifredny dispute involving the Agreement or the Apgiees hereto, no signatory shall
introduce evidence of or seek to compel testimamgcerning any oral or written communication mademto June 19, 1985, with respect to
the negotiation and preparation of the Agreemeny. iodifications to the Agreement and Appendix Belhe may be made only by mutual
agreement of all Subscribing Producers and Subsgribsurers and in writing. Modifications to Appikoes A, C, D and E may be made as
provided therein.

2. All disputes concerning the validity, interptéa and application of the Agreement or the Appeesi hereto, or any provision thereof, and
all disputes concerning issues within the scoph@fAgreement shall be determined in accordande aygiplicable common law of the states
of the United States.

3. The Agreement shall have perpetual existendsyjithstanding the failure or invalidation of anyrjeular provision in the Agreement or 1
Appendices hereto. Except as otherwise provideddérAgreement, neither termination of the Faciliggmination of Facility membership nor
withdrawal pursuant to Section IV hereinabove skalieve a signatory to the Agreement of its riggntsl obligations hereunder, and each :
signatory shall continue to abide and be boundllyf ghe terms and conditions of the Agreement trelAppendices hereto.

XXIII. DEFINITIONS
As used in this Agreement and the Appendices hetieédfollowing terms shall have the following meways:

1. Allocated Expenses--means all fees and expénsesed for services performed outside the Faciliat can be directly attributed to the
defense and disposition of a particular asbestiasei claim.

2. Asbestos-Related Claims--means any claims su#@s/against any Subscribing Producers, Subsgribisurers or the Facility, by
whomever brought and in whatever procedural postuch claims or lawsuits may arise, seeking mope#dief (whether or not such relief is
the only relief sought) for bodily injury, sicknesisease or death, alleged to have been causeubie or in part by any asbestos or asbestos-
containing product; provided, that asbestos-relateidns shall not include claims for damage to estduction of property or statutory claims
for compensation by an employee against an employer

3. Deductibles--means, with respect to any insweguticy,
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that part of liability payments or, if the insurangolicy so provides, that part of allocated expsris be paid directly by the policyholder or
reimbursed by the policyholder to the Insurer isgusuch insurance policy.

4. Insurers--means persons that are or were engagleel business of providing liability insuranceRroducers. "Primary Insurers" means
Insurers that have issued primary insurance pgli@d’roducers. "Excess Insurers” means Insuratdiive issued excess insurance policies
to Producers.

5. Liability Payments--means the sums paid in aeitint of, or in satisfaction of a judgment on, asgestos-related claims, exclusive of
allocated and unallocated expenses for such claims.

6. Persons--means natural persons and organizatiamsy kind.

7. Pre-1966 Standard Form Insurance Policy--meamssairance policy containing substantially the satefense-of-suits-clause as the pre-
10/1/66 National Bureau of Casualty Underwriteriieas of the standard general liability insurapacdicy.

8. Producers--means persons that are or were ethiaffee mining, manufacturing, production, prodegsfabrication, distribution,
installation, sale or use of asbestos or asbestotsining products or that may have a liabilitytwiespect to asbestos-related claims.

9. Retrospective Rating Plans--means rating plagisastablish premiums based in whole or in pashupe policyholder's actual loss
experience under the insurance policy.

10. Self-Insured Retention--means the amount ¢hiat be paid or assumed by the policyholder analvamount must be exceeded before
overlying insurance will respond for coverage.

11. Start-Up Costs--means those costs incurretidayrérs to establish the Facility, including funded to purchase or lease Facility assets
and to hire Facility personnel.

12. Subscribing Insurers--means Insurers that hageme signatories to the Agreement.
13. Subscribing Producers--means Producers that besome signatories to the Agreement.

14. Unallocated Expenses--means the overhead,topgesand administrative expenses (other than aémtaxpenses) incurred in
administering, defending and disposing of asbesdtaded claims.

XXIV. SIGNATURE

The Agreement may be executed in any number ofteguarts and by different signatories hereto irasai@ counterparts, each of which
when so executed shall be deemed to be an origimtaéll of which taken together shall constitute and the same agreement. Each
Subscribing Producer and each Subscribing Instiadl send one executed counterpart of the Agreememtlepository to be established and
maintained by the Facility.

IN WITNESS WHEREOF, the person named below hasethtiss Agreement to be signed by its authorizedesentative on this 19th day
June , 1985.
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Name: Armstrong World Industries, Ir

By: /'s/ Joseph L. Jones

Title: Presi dent

Signed, sealed and delivered this 19 day of JA8e85 , in the presence of

/sl Harry H Welling

Wtness to the signature of the above-naned
per son.

-20-



APPENDIX A-1
PRODUCER ALLOCATION FORMULAE

In accordance with Section VI of the Agreement,lihkility payments (exclusive of punitive damage@ments) and allocated expenses
incurred by the Facility on each asbestos-relak@ichcshall be allocated among all Subscribing Poeds pursuant to the formulae set forth
below. Each Subscribing Producer's percentagesndieied in accordance with such formulae or Sedtldrelow shall be its "Allocation
Percentages." The formulae apply only to SubsajiBiroducers who had active claims pending in theststem as of September 30, 1983.
The initial allocation percentages of "new entrastsll be determined in accordance with Sectidmetow.

A. LIABILITY PAYMENTS

For open claims as of September 30, 1983, plusaf@ims reported to Subscribing Producers or thdifefor the period October 1, 1983, to
one year after the opening date of the Facilitg,atiocation formula is as follows:

1. For each major state: Pennsylvania, Califorhéxas, Washington, Massachusetts, Maryland, ViagiNiew Jersey, Mississippi and
Connecticut.

(a) Determine the number of closed claims for daducer as of September 30, 1983.
(b) Determine the amount of indemnity dollars, inthg punitive damages, if any, paid or owing facte Producer as of September 30, 1983.

(c) Divide each Producer's number of closed claimttsits amount of indemnity paid or owing to agigt an average cost per claim for each
Producer.

(d) Determine the number of open claims for eacd®eer as of September 30, 1983.

(e) Multiply each Producer's number of open claiy®ach Producer's average cost per claim. Thisileas each Producer's average cost
times open claims.

2. For the remaining states the following proceduitebe followed for each Subscribing Producer.
(a) Add together the number of closed claims inathaining states as of September 30, 1983.
(b) Add together the amount of indemnity paid oiirayy including punitive damages, if any, in all r@iming states as of September 30, 1983.

(c) Divide each Producer's total number of clodadts into each Producer's total amount of indeynpétid or owing to arrive at each
Producer's average cost per claim for states thla@rthe major ones.

(d) Add together the number of open claims in #raaining states as of September 30, 1983.
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(e) Multiply each Producer's number of open claipsts average cost per claim. This calculates €xolducer's average cost times open
claims for the remaining states.

3. Combining the major states' and remaining statEgmation:

(a) Add together each Producer's average cost tpes claims (each Producer will have one amourgdch major state and one amount for
all remaining states).

(b) To determine each Producer's allocation peaggntdivide each Producer's average cost timesaaiems by the aggregate of all
Subscribing Producers' average cost times opemglain adjustment will be made for each Producat tlad 20 or fewer closed claims in a
state. For that Producer, its simple arithmeticomstide average cost per claim (total closed claafhstates--divided into the total amount of
indemnity--all states) is used as that state'samescost per closed claim.

B. CREDIT

An additional adjustment shall be made for allrosisettled between September 30, 1983, and theéngpefthe Facility. For each
Subscribing Producer, the aggregated paymentssipéniod will be compared to the amount each Reedwould have paid in the Facility.

If a Producer's aggregated payments are equalabitwvould have paid in the Facility, it will reiwe a full credit for such payments.

If a Producer's aggregated payments are less thahitwould have paid in the Facility, it will reiwe credit for the full amount paid, and pay
an additional amount, so that its total paymentsaeghat it would have paid in the Facility.

If a Producer's aggregated payments are greatemthat it would have paid in the Facility, it wikceive a credit up to the amount it would
have paid. The excess amount will be considerdztnéfit" to all Subscribing Producers, and willdistributed to each (including the
Producer making the payments) according to itseetbge allocation percentage.

C. ALLOCATED EXPENSES

Each Subscribing Producer's allocated expense mtage shall be calculated by dividing its numbeopén claims as of September 30, 1983,
by the aggregate of all open claims as of Septel®®et983, for all Subscribing Producers.

D. PUNITIVE DAMAGES

Punitive damage judgments shall not be distribat@dng the Subscribing Producers according to tbeatlon percentages of this Appendix
A-1, but shall be borne by the Subscribing Prodagginst which the judgment was rendered and $tgréns in accordance with the
Agreement.

E. NO THIRD PARTY RIGHTS
Nothing in the Agreement or this Appendi-1 shall obligate a non- defaulting Subscribingdicer to make any payment on behalf of a
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Subscribing Producer who is in default in its oatigns to make payments to the Facility under Agigeement or under the By-laws of the
Facility, whether by virtue of insolvency, bankreypr otherwise.

F. AUDIT

The data submitted by Producers shall be revieweddcuracy, consistency, reasonableness and cemess. A Producer shall no longer be
bound to its allocation percentage if any necesaadjt adjustments adversely affect the Produa#idsation percentage by more than 10
percent. If such a shift results from the submissibincomplete or inaccurate data on the part®faducer, that Producer shall be bound to
its adjusted percentage.

G. PROSPECTIVE ADJUSTMENT

1. Irrespective of what information is collected &her purposes, the following types of informat&hall be obtained relating to pending and
new claims as they enter the Facility:

(a) Occupation of worker (see 3(a) below).

(b) Duties of the worker.

(c) Employment history (employers, dates, etc.).

(d) Percentage of time involved in removal, repaimaintenance of asbestos-containing products.
(e) Dates of exposure to ashestos-containing ptsduc

(f) States and/or cities where the claimant worked.

(9) Specific projects on which the claimant worked.

(h) Other as appropriate.

2. The following types of information shall be abted from Subscribing Producers:

(a) List of all types of asbestos-containing praduc

(b) Date each Producer ceased placing such ashmsitaning products in the stream of commerce.

3. Allocation percentages shall be adjusted prdaspetg one year after the date of opening of theiliig, and at threegear intervals thereafis
to reflect changes, if any, from the occupation®d af claims included in the data base used to agmfhe then existing allocation
percentage. This adjustment shall be made as fsilow

(a) The total number of pending claims as of SepexB30, 1983, shall be divided into occupation&garies. These categories shall include
plantworker, construction (excluding insulator)ipstard (all trades involved in ship constructiomdagpair), insulator and such other
comparable categories as are significantly reptedeamong the pending claims. Each occupationaboay shall be stated as a percentage of
the whole. These constitute the "Facility Baseleecentages."

(b) The calculation described in (a) above shall be
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performed for claims pending against each SubsgiBiroducer to develop its "Producer Baseline P¢ages."

(c) Each Subscribing Producer's "Producer Basé&lareentages" shall be multiplied times its allarapercentage to determine its
"Occupational Allocation Percentages.”

(d) For claims filed after the data cutoff for fheeceding allocation percentage calculation, theutation described in (a) above shall be
performed to determine changes, if any, in the ilfaBaseline Percentages.” The increase or deer@athe percentage for each
occupational category determined by subtracting'Haeility Baseline Percentages" from the newlyed®gined percentages shall be referred
to as the "Adjustment Factors."

(e) The percentages determined to be Adjustmeribfsawill be applied to the corresponding Occupalllocation Percentages for each
Producer to determine revised Occupational All@raRercentages.

(f) Each Producer's revised Occupational Allocatkamcentages shall be aggregated to determineReadhcer's revised allocation
percentage. Any shortfall or overage in the surthefrevised allocation percentages for all SubswjiProducers shall be distributed among
the Subscribing Producers on the basis of the dpglicable allocation percentages.

(9) In the event a new type of claim appears inifitgant numbers for which no Producer BaselinecBetages are appropriate, the
Subscribing Producers shall determine approprizeisg percentages for such claims. In the absehagreement, the matter shall be
decided pursuant to Paragraph 8 below.

(h) The data and percentages computed as a résuiegrospective adjustment shall be used asabkedor the next.

4. The procedure described above shall be modifsefbllows to account for Subscribing Producers Waee ceased placing asbestos-
containing products in the stream of commerce:

(a) Determine the dates on which a Subscribing lRredceased placing asbestos-containing produth® istream of commerce.

(b) Determine the percentage of all post-Septer8Bef 983, claims in which the claimant's first esyi@ to asbestos-containing products
occurred subsequent to the date determined irb@Jjea In determining this percentage, alleged past-exposures resulting from the
removal, repair or maintenance of asbestos-compioducts shall be excluded from those claimb wifirst exposure after the date
determined in (a).

(c) The percentage determined in (b) above shaliseel as a component in calculating the AdjustriRantor for Producers impacted by (a)
and (b) above, so as to reduce such Producertattio percentage.

5. No Subscribing Producer's allocation percentapali change by more than 15 percent of its irdti@cation percentages as a result of any
one prospective adjustment, except as may be prdydrsuant to
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Section H below. Any amount eliminated from theuatiinent by application of this cap shall be distigll among other Subscribing
Producers on the basis of their then applicabteation percentages.

6. The percentage change in any Subscribing Prodwdication percentage, including applicatioiPafagraph 5 above, shall be applied to
its allocation percentage for Allocated Expensewelsas Liability Payments.

7. All matters pertaining to the prospective adjpestt shall be decided solely by the Subscribingl&eers.

8. Any Subscribing Producer that believes thatiappbn of any prospective adjustment to its paitc facts is inequitable, that any
determination required by Subparagraphs G.3(ajarabove is incorrect, or that the calculatiomiy prospective adjustment has been
performed inaccurately may take the matter to i@dtive dispute resolution within the Facility. Suefoducer shall bear the burden of proc
51 percent of the Subscribing Producers with 5texdrof the allocation percentages (for liabilityatlocated expenses depending on the |
involved) so agree, application of the prospecsiigistment may be changed without an alternatisputé resolution proceeding. This shall
not preclude any Subscribing Producer who doesgie from taking the matter to alternative dispasslution within the Facility. Such
Subscribing Producer shall bear the burden of pidofdetermination through alternative dispute hasun or by the Subscribing Producers
may alter the 15 percent limitation establisheBamagraph 5 above.

H. NEW ENTRANTS

Those Subscribing Producers whose data were nobptire data base from which the Producer allocatbrmulae were derived shall submit
such data. In the event the data that any suchuBeodubmits are substantially the same in quiit@nd quantitative terms as the existing
data base, the Producer shall have its allocagooemtages computed pursuant to these formuladu€ecs whose data are not substantially
the same in qualitative and quantitative termsldlebdmitted on a mutually-agreeable basis.
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APPENDIX A-2

INSURER ALLOCATION OF START-UP COSTS AND OPERATING EXPENSES
1. Primary Objective
Fairness in allocation method or formula decidedrup
2. Secondary Objective
A. Ease of administration.
B. Attractiveness to prospective members, i.eessappeal.
C. Long-term workability.
3. Types of Funding
Funding will be divided into three main areas:
A. Funds (seed money) required to be expended d#iferfinal subscription period is concluded. THesels are reimbursable.

B. Funds provided by a single initial assessmeatldhsurer subscribers to be paid no later thanyt days after the final subscription date.
These funds are to be used for necessary expearcsessid before the Facility becomes operational.

C. Funds required to ensure the ongoing operafitimeoFacility, including the cost of the developmhef the data processing system and its
continued operation and maintenance, includingeépayment of the initial seed monies furnished l®miers of the Asbestos Claims
Council prior to the final subscription date.

4. Method of Funding
As regards each area of funding required, a separathod is provided for:

A. First, as regards funds (seed money) requirdettexpended before the final subscription dagg arost before a period not to exceed tl
days thereatfter.

(1) It should be noted that members of the AsbeStasns Council have already incurred many thousaridiollars of expense, and this
expense is considered to be part of seed moneyredcand will be included as part of the mgeration expenditures as being reimbursab

is expected that prior to the close of the finddssuiption period such expenses will continue tanoerred (e.g., Center for Public Resources
charges, consultant fees and other similar expgrtbes these expenses will continue to be pai€@byncil members as heretofore and that
these additional expenses will likewise be reimahis.

B. Second, as regards the single initial assessfoefiinds to be used for expenses between thediiscription date and the date when the
Facility becomes operational:

(1) Immediately after it is determined that the tn@mof subscriptions is sufficient so that the gkaa viable one, a nonreimbursable initial
assessment fee of $100,000 will be assessed agattstand every non-Lloyds and London Company sililescAt this same time, a
nonreimbursable initial assessment fee in the atafun
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$250,000 will be assessed as a total sum agalrtebak subscribers represented by Lloyds and Lo@timpanies. All the monies collected
by reason of these initial assessment fees anedatkto cover expenses incurred between the et glubscription period and the
establishment of an ongoing line of credit to balgisshed as soon as possible after the incormorati the entity is finalized.

(2) If there should be any monies remaining in thizd when the Facility operations begin, those ie®will pass into the general operating
fund designed to cover the expenses of the operatio

(3) Any Insurer that subscribes to the Facilityeathe close of the initial subscription periodlyeiy an initiation assessment of two times the
initial assessment fee of charter subscribers tlaatdmoney will pass into the appropriate operatingl.

C. As regards funds to ensure the ongoing operafitine Facility, the cost of development, contidaperation and maintenance of the data
processing system and the repayment of the isiéatl money to members of the Asbestos Claims Counci

(1) A surcharge which will be established by tharptroller will be made against each Insurer (ordRcer if its claims are handled by the
Facility after the exhaustion of available covedage each of its claims as same is disposed dfipated upon (a) a percentage of indemnity
paid and (b) a percentage of the allocated expgradsin no way or manner will the amounts of guscharge in any way reduce or in any
other manner impact the amount of indemnity coveagilable to any insured.

(2) For the purposes of this surcharge, a clairhbeilconsidered to be a separate matter for eathdn(Producer) for whom either an
indemnity payment is made or an allocated expenseurred or where both an indemnity payment iderend an allocated expense incurred
for the same matter. For these purposes, the tefirof indemnity payment and allocated expenghdscommon one used for insurance
accounting purposes.

(3) The percentage of the surcharges may be difféoe indemnity and for allocated expense. By asig a surcharge against indemnity, the
problem which arises by reasons of Insurers (odirers) making only indemnity payments at any ane is addressed. By assessing
surcharges against allocated expense, the probléomarises by reason of the Facility successfidliending claims so that no indemnity
need be paid is addressed in that these usersaisibute. The underlying rationale is to asshieg &ll users contribute to the cost of
operating the Facility to the extent that the useayebe properly measured .

(4) The amount of the surcharge will be determiafer studies are concluded as to the estimati@moéial likely indemnity and allocated
payments.

(5) As soon as possible after the Facility becoenesrporate entity, an initial line of credit wile obtained to ensure that sufficient funds are
available for all preliminary and initial stagestb& operation.

(6) During the initial months of operation, the Qamoller will draw down from the line of credit thamount of money which is required as a
difference between operating expenses and surcheggeived to meet the obligations incurred byarad organization and operating
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expenses.

(7) As the Facility operations mature, there wilhte a time when the monthly surcharges collectdicewéeed the total monthly operating
expenses. Those excess funds will now be applisttfiward reinstating the full amount of the lofecredit and thereafter toward reimburs
in equal shares those carriers who advanced seeeyntiiring the presubscription period and the ti@isveen the end of the subscription
period and the collection of the assessment fdegee to in Paragraph 4-B(1).

(8) At the time the line of credit becomes fullymbursed, it will be reduced to an amount felt éortecessary and proper by the Comptroller
to ensure against monthly shortfalls in surchamgpdigcted.

(9) Surcharges will continue to be levied in thmeamanner until the Comptroller has acquired a fofntioney that will be sufficient to
ensure the continued operation of the Facilityaf@eriod of at least two years forward.

(10) At that point in time, the Comptroller willeealuate the surcharge schedule and recommend ®aidrd of Directors a schedule that will
continue the level of available operating funda &vel which will ensure two future years of ofiena

(11) Thereafter for the purposes of timing, an eatbn of the funding, etc. will be made twice egehr e.g., as of June 30 and December
30. At that time, the Comptroller will report andchke recommendations to the Board of Directors. Bbard will then direct the necessary
action.

(12) The Comptroller may recommend the disconticeanf the line of credit at any time when he debmbas accumulated sufficient
operating funds to ensure at least two years oféubperation.

(13) As regards the cost of development, contirapetation and maintenance of the data processstgmy this will be considered to be a
part of the annual operating expenses of the Baeifid such expenses will be covered by the sugehiarthe same manner as are all other
expenses.

Further, as regards the data processing systészontemplated:

(a) That the development costs of the system #feecompletion of the user specification period b in the area of $5,500,000. This is the
best available estimate as of October, 1984.

(b) That the Facility will enter into a likely savgear contract with the vendor for the operatibthe system and that the monthly charges for
paying for the cost of development plus operatibtihe system will be in the area of $180,000 penthoThese charges will be included in
the Facility operation budget.

(c) Because the payment of the development cosfmré&ad across a contract that contemplates atskeasn years of operation, it is agreed
and understood by all Insurer subscribers théiefRacility should cease to operate before theldpreent costs are fully paid, the remaining
sum due will be divided among all Insurer subsasbwith the exception of Lloyds and the London pamies, in equal shares in order to
discharge this obligation.
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APPENDIX B

CONDITIONS, DEFENSES AND EXCLUSIONS
RESERVED BY SUBSCRIBING INSURERS

Subscribing Insurers reserve the right to raisg tm following conditions, defenses or exclusipnssuant to Paragraph 5 of Section VIII of
the Agreement, and Subscribing Producers reseevaght to contest same; disputes concerning suwattens shall be resolved pursuant to
Paragraph 6 of

Section VIII of the Agreement:

1. That particular insurance policies were neveuésl or were canceled; provided, that a Subscribisgrer that disputes the existence of an
applicable insurance policy or part thereof nosifibe affected Subscribing Producer of its intantimassert such a defense. The notice
required under this provision shall identify thdippor policies involved and shall be given witt80 days of March 29, 1985, or of the date
that the insurance policy in question is listedhi@ Producer's Schedules of Insurance provideddio kisurer, whichever occurs later.

2. That, with respect solely to matters occurringsequent to June 19, 1985:

() the Subscribing Producer misrepresented adad disclose information material to an undemvistissuance of an insurance policy,
including information on the declarations page; or

(b) the Subscribing Producer breached its dutieean insurance policy, in the event of an ocaueeclaim or suit, to give notice and to
assist and cooperate; provided, that notice tocangeration with the Facility shall be deemed tisBathese duties.

3. That, with respect solely to matters occurrinigsequent to June 19, 1985, or matters that wersubject of a dispute between an Insurer
and Producer prior to May 1, 1984, the Subscrilfinaducer failed to pay insurance policy premiums.

4. That insurance coverage is not available dwe te affected by multiple insurance policies isssgelely to comply with state requirements,
the inapplicability of a pre-merger or pre-acqumgitinsurance policy to after-acquired liabilitiexhaustion of applicable limits of liability, or
the existence or non-existence of a defense oldigat an insurance policy or the obligation toyide supplementary defense payments;
provided, that nothing contained herein shall benged to modify Sections Xl, Xl or XVII of the Ageenent.

5. That the Subscribing Producer failed to permspection and audit for retrospective premium psegdor a period of three (3) years after
the ending date of the insurance policy period.

6. That, subsequent to May 1, 1984, and other iyaoperation of the Agreement, a Subscribing Predpcejudiced the subrogation rights of
a Subscribing Insurer or assigned an interest imgurance policy without the approval of the Irgur

7. That coverage under an insurance policy is vailable due to express exclusions for claims atigs recoverable under automobile
insurance, claims for statutory worker's compensatienefits or claims otherwise recoverable undweker's compensation or employer's
liability
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insurance.

8. That coverage under an insurance policy is vailable due to express exclusions for claims imwvg particular territories, particular
operations of the insured, particular locationstipalar products or particular diseases.

9. That any changes in any insurance policies imagt been made in writing pursuant to policy teimsrder to be effective.

10. That the insurance policy in question doescoger punitive damage awards due to an expresasaol or because the law of the state
governing the insurability of punitive damageshie particular case holds that punitive damage asairel not covered by insurance because
of public policy or contract interpretation; proeit, that if such holding is by other than the higjleaurt of the state in question, the
Subscribing Producer and the Subscribing Insurehn shall pay 50 percent of the punitive damage dwany disagreement as to whether
punitive damage awards are covered by insurandetsheesolved by negotiation, followed by non-himglalternative dispute resolution,
followed, if necessary, by litigation. Any suchagsion shall apply, in all respects, to the aféetparties notwithstanding any other provision
of the Agreement.
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APPENDIX C
ALTERNATIVE DISPUTE RESOLUTION
INTRODUCTION

Alternative Dispute Resolution ("ADR") is the methfor resolving disputed issues as provided inAgeeement. ADR involves three basic
stages: 1) good- faith negotiation; 2) a proceedmngluding with a binding decision if litigatioa not allowed and a non-binding decision if
litigation is allowed (the "Proceeding"); and 3) apellate process for the binding decision.

At the negotiation stage, a person (the "Neutnallf)be selected who will be empowered to empldularange of informal, mediational
techniques with Principals present. After the Peddeg there will be a final settlement conferendh whe Judge and/or the Neutral as a last
attempt to reach a Party- fashioned solution. hise be followed by a binding decision or litigaiiif litigation is allowed. The binding
decision may be appealed to a panel of three Judges

Before and during formal initiation of the ADR Peature, all Parties are strongly encouraged to enfyagly in any informal negotiation
desired with the express goal of reaching a nefgatisolution.

OBJECTIVES

1. TO ENCOURAGE A NEGOTIATED RESULT RATHER THAN USEF ADR.

2. TO MAXIMIZE OPTIONS FOR PRAGMATIC SOLUTIONS.

3. TO BE COST-EFFECTIVE.

4. TO BE SPEEDY.

5. TO BE EFFICIENT.

6. TO BE FAIR.

7. TO ENCOURAGE CONSISTENCY OF INTERPRETATION.
DEFINITIONS

1. Days--Business days.

2. Party-When there are more than two Parties involveddispute, the use of the word Party in this docursiatl be interpreted to mean
Parties on a side. Thus, for example, joint Partiast exercise strikes collectively.

3. Principal--An individual with settling authorifgr a Subscriber.
4. Subscribers--Subscribing Producers and Subagribsurers.
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Day

1.00 Negotiation Procedure

THE NEGOTIATION

1.1 A Party or Parties notify the ADR

Claims Facility* ("Facility") of
ADR.

1.2 Case is docketed by the Facility.

2.00 Aggregation of Issues Between Disputing Partie

2.1 Issues may be aggregated only by agreemefitRdirdies.

3.00 Good Faith Negotiation

9to

completion

3.1 The Facility shall maintain a P
been approved by the Initial Su
Neutrals will be qualified and
range of informal mediational p
Criteria for selecting a Panel
Exhibit 1 hereto.

3.2 If the Parties can agree on one
from the Panel, they will notif
names selected. If the Parties
will notify the Parties of a li
Neutrals.

3.3 The Parties will notify the Fac
acceptable Neutrals. Each Part
the list provided by the Facili
strikes first by telephone.

3.4 The Facility will notify the Pa

Neutral and the time and the pl
There shall be no ex parte comm

and the Neutral present. Good-f
that the Parties make good-fait
The Parties and the Neutral sho
all options for resolution and
3.51 A statement of issues.
3.52 A statement of desired res

3.53 An exchange of key documen
relevant information.

3.54 A statement of offers.

3.6 If, in the judgment of the Neut

have taken place and the Partie
either Party may initiate the
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3.5 Good-faith negotiations shall b

branch of the Asbestos
the dispute and request

anel of Neutrals who have
bscribers. These
prepared to apply the full
rocesses and techniques.
of Neutrals are set forth in

or more Neutrals selected
y the Facility of the name or
cannot agree, the Facility
st of seven available

ility of three mutually
y may strike two names from
ty; the initiating Party

rties of the name of the
ace of the first meeting.
unications with the Neutral.

e held with the Principals
aith negotiations require

h offers and/or demands.
uld undertake to develop
prepare:

ults.

ts, testimony, and other

ral, good-faith negotiations
s cannot achieve resolution,



Proceeding. If the Parties fee | that good-faith

negotiations have taken place a nd the Neutral does not
agree, the Parties may initiate the Proceeding. If one
Party believes that good-faith negotiations have taken
place, but the other Party and the Neutral disagree, the
Parties shall proceed as set fo rth in the Procedure Manual.

* The Facility is more particularly described inc8ens Il through VII of the Agreement. ADR can iedified by unanimous agreement of
the Parties, the Trial Judge and the Facility. Pheties may apply to the Trial Judge for modificatof the ADR Procedure on a showing of
good cause.
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THE PROCEEDING

Day

4.00 Initiation of the Proceeding

1 4.1 The Parties notify the Facility
Proceeding.

2 4.2 The Facility notifies all Subscr
Proceeding.

3-10 4.3 New Parties may be joined at thi

Parties agree. A written consen
joinder must be filed with the F
days after notification by the F

4.4 The Facility shall maintain a Pa
been approved by the Initial Sub
selecting a Panel of Trial Judge
hereto.

11 4.5 If the Parties can agree on one
the Panel, they will notify the
names selected. If the Parties
will notify the Parties of a Lis
Judges. The list of Trial Judge
Neutral, and there shall be no c
Trial Judge and the Neutral.

13 4.6 The Parties shall notify the Fac
acceptable Trial Judges. Each P
from the list provided by the Fa
strikes first by telephone.

15 4.7 The Facility shall notify the pa
Trial Judge and the time and pla
There shall be no ex parte commu
Judge.

16 4.8 The Parties shall forward to the
statement of facts, issues, requ
for documents not previously pro
information.

19 5.00 Initial Conference. Principals need
5.1 The Trial Judge shall review and
dispute, issues, requested relie
confirm the trial date, place an
disputes relating to document pr
6.00 Discovery
24 6.1 Production of Documents. Partie

documents not previously produce
present during the production.

29-38 6.2 Depositions.
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of the request for the

ibers of the request for the

s point if all existing

t by all Parties to such
acility no later than seven
acility of the Proceeding.

nel of Trial Judges who have
scribers. Criteria for
s are set forth in Exhibit 2

or more Trial Judges from
Facility of the name or
cannot agree, the Facility

t of seven available Trial

s shall not include the
ommunication between the

ility of three mutually
arty may strike two names
cility; the initiating Party

rties of the name of the
ce of the first conference.
nications with the Trial

Trial Judge a joint
ested relief, and requests
duced and other relevant

not be present.

clarify the statement of

f, and status of settlement;
d schedule; and rule on any
oduction.

s will produce all requested
d. The Trial Judge will be



6.21 No more than five days per
rules otherwise. The Trial
rule otherwise in cases whe
of Parties or issues, or fo

6.22 The Trial Judge will be pre
agree otherwise.

40  7.00 Pre-Proceeding Conference. The Princ
must be present.

7.1 The Parties shall exchange and p
writing) with:

a. Lists of withesses and summ
related to issues to be pro

b. Exhibits related to issues to be proven.

C. Trial briefs.

7.2 The Trial Judge shall resolve i
admissibility, etc.

47-57 8.00 Proceeding. The case shall be prese
the Principals, who are required to

8.1 The first Party may put on its
days. The second Party may cro
The Trial Judge may summarize t

8.2 The second Party may put on its
days. The first Party may cros
The Trial Judge may summarize t

8.3 Each side may have up to one-ha

8.4 Argument. The First Party may
up to one hour. The Second Par
up to one-half hour. The Secon
argument for up to one hour. T
rebuttal argument for up to one
the Trial Judge is allowed.

8.5 Arecord of the Proceeding shal

8.6 The Trial Judge has the discret
the Proceeding in cases where t
Parties or issues, or for good

58 9.00 Final Settlement Conference

9.1 The Trial Judge shall meet with
Parties agree, the Trial Judge

a. Discuss the strengths and
case;
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side unless the Trial Judge
Judge has the discretion to
re there is a multiplicity

r good cause shown.

sent unless the Parties

ipals and the Trial Judge

rovide the Trial Judge (in

aries of direct testimony
ven.

ssues such as authenticity,

nted to the Trial Judge and
be present.

direct case for up to two
ss examine for up to one day.
he state of evidence.

direct case for up to two
s examine for up to one day.
he state of evidence.

If day for rebuttal.

present direct argument for
ty may present rebuttal for
d Party may present direct
he First Party may present
-half hour. Questioning by

| be kept.
ion to alter the length of

here is a multiplicity of
cause shown.

the Principals. If all the
may:

weaknesses of each Party's



b. Question the Parties in an effort to conciliateg
c. Engage in mediation, as the Trial Judge sees fit

60  10.A Non-Binding Decision, where the issu e is one for which

litigation is allowed .
10.Al There will be no written opin

10.A2 An advisory opinion will be p
requests it. The advisory op
until two days after the Fina

10.A3 Nothing from the ADR process
litigation.

10.A4 There will be a cooling off p
the Trial Judge deems it advi

62 10.A5 A final negotiation session s
binding decision, with the Tr
Neutral present, if all Parti

10.A6 If settlement is not achieved
session, the Parties proceed

72-79 10.B Binding Decision, where the issue is

not allowed. The Parties will have
briefs or comments, and then the Tri
written opinion and judgment within
Proceeding or the submission of addi
later. The opinion and judgment sha

10.BI Statement of relief granted.

10.B2 Statement of costs, expenses
prevailing party. Prejudgment
as provided in the Agreement

10.B3 Findings of Fact and Conclusi

10.B4 Petitions for rehearing may b
the time for appeal.

APPELLATE PROCESS

11.00 Appeal

1 11.1 No later than 10 days after th
to appeal shall notify the Fac
shall include a statement of t
relief, and the decision rende

2 11.2 The Facility will docket the a
Subscribers.
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ion.

rovided to any Party who
inion shall not be provided
| Settlement Conference.

is admissible in subsequent

eriod of up to two days if
sable.

hall be held after the non-
ial Judge and/or the original
es agree.

at the final negotiation
to litigation.

one for which litigation is
one week to file additional

al Judge shall issue a

two weeks of the close of the
tional papers, whichever is

Il contain:

and fees awarded to the
interest shall be awarded
and the Procedure Manual.

ons of Law shall be issued.

e filed but will not affect

e decision any Party desiring
ility. The notice of appeal

he dispute, the requested
red below.

ppeal and notify all



13.00 Record On Appeal

11
13
21
41
46

51

11.3 The Facility shall maintain a
who have been approved by the
Criteria for selecting a Panel
set forth in Exhibit 3 hereto.

11.4 If the Parties can agree on th
from the Panel, they will noti
names selected. If the Parties
will notify the Parties of a |
Appellate Judges. The list of
include the Neutral or the Tri
be no communications between t
either the Neutral or the Tria

11.5 The Parties shall notify the F
acceptable Judges. Each Party
the list provided by the Facil
strikes first by telephone.

11.6 The Facility shall notify the
Appellate Judge Panel and the
argument conference which shal

12.00 Appellate Pre-Argument Confere

12.1 The Court shall review the iss
requested.

12.2 The Court shall confirm that t
and, if all the Parties agree,
negotiations as to the issues

12.3 The Court shall confirm the ap

13.1 The Appellant shall file the rec

13.2 The Appellee shall supplement th

14.00 Briefs

14.1 The Appellant's brief is due 10
the record.

14.2 The Appellee's brief is due 20 d
Appellant's brief.

14.3 The Appellant's reply brief is d
of the Appellee's brief.

15.00 Argument
15.1 Appellant--45 Minutes.
15.2 Appellee--One Hour.
15.3 Appellant--15 Minutes.

15.4 The Court may examine counsel ei
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Panel of Appellate Judges
Initial Subscribers.
of Appellate Judges are

ree or more Appellate Judges
fy the Facility of the
cannot agree, the Facility
ist of nine available
Appellate Judges shall not
al Judge, and there shall
he Appellate Judges and

| Judge.

acility of five mutually

may strike two names from
ity; the initiating Party

Parties of the three

date of the appellate pre-

| be held three days later.
nce

ues on appeal and the relief
he appeal is in good faith
shall conduct settlement

on appeal.

peal schedule.

ord with the Facility.

e record if necessary.

days after the filing of

ays after filing of the

ue five days after filing

ther during the



argument or after the argument is closed.
65 16.00 Decision. The Court shall issue a writipimion within two weeks of the close of the argmindhe opinion shall contain:
16.1 Statement of relief granted.

16.2 Statement of costs, expenses and fees awa@rdeel prevailing Party. Prejudgment interest shalawarded as provided in the
Agreement and the Procedure Manual.

66 17.00 Rehearing. The procedure for Rehearitigeahppellate level (and at the Proceeding) skeadidprovided in the Procedure Manual.
100.00 Miscellaneous Provisions

100.1 Amicus Curiae Briefs

a. Any Subscriber may file an amicus curiae brief as a
matter of right at either the Proceeding or Appellate
stage.

b. The Court may accord the brief whatever w eight it deems

appropriate.

100.2 The standard for reversal on appellate revie w is whether
the decision is clearly erroneous. If all Pa rties
request, the Trial Judge may help the Partie s resolve
their differences, and efforts by the Trial Judge in

this regard are not subject to appeal.

100.3 All questions of law, including conflicts of law and
burden of proof, shall be resolved by the Tr ial Judge as
provided in the Procedure Manual.

100.4 The Trial Judge and the Appellate Panel shal | have the
power to impose sanctions for failure to com ply with any
aspect of the ADR Procedure. Sanctions also may be
imposed for frivolous appeals and frivolous petitions
for rehearing. The sanctions may include cos ts, fees,
and expenses; the relief requested by any Pa rty; and any
further monetary or other sanctions that the Trial Judge
or the Appellate Panel deems appropriate. Th ere will be
a right of appeal with regard to any award o f sanctions

by the Trial Judge.

100.5 The Board of Directors of the Facility shall provide
guidance and instructions regarding the ADR Procedure
and all problems relating thereto, with assi stance from

the General Counsel's office as necessary.

100.6 There will be no precedential effect of any decisions
rendered in the ADR Procedure.

100.7 All decisions in the ADR Procedure shall be filed with the
Facility but will be maintained by the Facil ity on a
confidential basis and shall be available on ly to

Subscribers.
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100.8 The Federal Rules of Evidence will be applie
Judge unless modified by the Procedure Manua
Depositions and trial transcripts in prior a
automatically will be admissible, subject to
weight the Trial Judge determines to give su

100.9 The Facility will bear the costs of the ADR
the costs of the Neutrals until Initiation o
Proceeding (4.00). From then on, all costs w
by the losing Party. The procedure for payme
costs is provided in the Procedure Manual.
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PANEL OF NEUTRALS

It is anticipated that the panel of Neutrals wal drawn primarily from the CPR Judicial List. Hoveeyall Neutrals shall be approved by the
Initial Subscribers.

The criteria to be used to select a Neutral afelfsvs:
1. Neutral and unbiased toward any of the partigh@industries involved.
2. Distinguished and respected in the businessgal kommunities.
3. Available on a sustained basis and on reasorséolst notice.
4. Experienced in the techniques of AlternativepDie Resolution or willing and able to learn quyckl
5. Unquestioned integrity.
6. Experienced.
7. Creative.
EXHIBIT |
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PANEL OF TRIAL JUDGES

It is anticipated that the panel of Trial Judgeb g drawn primarily from the CPR Judicial Listottever, all Trial Judges shall be approved
by the Initial Subscribers.

The criteria to be used to select a Trial Judgeaar®llows:

1. Neutral and unbiased toward any of the partigh@industries involved.
2. Distinguished and respected in the businessgal kommunities.
3. Available on a sustained basis and on reasorsélolst notice.

4. Unquestioned integrity.

5. Creative.

6. Judicial experience at the trial court level.

7. Exhibits judicial temperament; that is, the jeds:

a. Impartial;

b. Patient;

c. Courteous;

d. Decisive;

e. Fair; and

—h

Effective.

EXHIBIT 2
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PANEL OF APPELLATE JUDGES

It is anticipated that the panel of Appellate Jugdgidll be drawn primarily from the CPR Judicial Lislowever, all Appellate Judges shall be
approved by the Initial Subscribers.

The criteria to be used to select an Appellate dudg as follows:
1. Neutral and unbiased toward any of the partigh@industries involved.
2. Distinguished and respected in the businessgal kommunities.
3. Available on a sustained basis and on reasorséiolst notice.

4. Unquestioned integrity.

5. Creative.

6. Judicial experience at the appellate court level

7. Exhibits judicial temperament; that is, the jeds:

a. Impartial;

b. Patient;

c. Courteous;

d. Decisive;

e. Fair; and

—h

Effective.

EXHIBIT 3
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APPENDIX D
SCHEDULES OF INSURANCE

Following are: 1) guidelines to assist in the comtiph of the Schedules of Insurance pursuant tptbeisions of the Agreement; 2) the forms
of Schedules to be used; and 3) the form of SclesdDértification to be executed by each SubscriBimglucer and its Subscribing Insurers.
All policies of insurance affording general liabjli products liability or premises coverage shduddscheduled hereunder. Each Subscribing
Producer and each of its Subscribing Insurers sixeltute the Schedules Certification (in the foetnferth hereinbelow) within 20 days of 1
date that such Producer or Insurer becomes a sigriatthe Agreement, and shall note thereon aspuied issues with respect thereto. The
failure by a signatory to the Agreement so to et@tle Schedules Certification within such 20 desiqul shall be deemed an assent to and
valid execution of the Schedules in question byhsignatory.

1. Initial Coverage Block: Set forth the closing date of the initial coverage

block. For the defin

Section IX of the Agr
policies covering the
date should be listed
Schedules. All insur
period subsequent to
listed on Section 2 o

2. Pre-Date Insurance
Polices and Post-Date
Insurance Polices: Set forth the date mu
accordance with Secti
pre-date insurance po
insurance policies sh
appropriate Sections

3. Insurer: Specify exactly as na
or other evidential d

4. Policy Period: Refer to the actual p
policy is in effect.
than 12 month multipl

Agreement.
5. Policy Type: Specify whether prima
6. Policy Form: Enter the codes that
form:

A. Pre-1966 Standa
defined in Sect

B. The insurance p
expenses follow
limits. See Se

C. Theinsurance p
expenses follow

-43 -

ition of coverage block, see
eement. All insurance
period prior to the closing
on Section 1 of the form of
ance policies covering the
the closing date should be
f the form of Schedules.

tually agreed upon in

on XV of the Agreement. All
licies and all post-date

ould be listed on the

of the form of Schedules.

med in the insurance policy
ocument of coverage.

eriod for which the insurance
For policy periods of other
es, see Section XVIII of the
ry, excess or self-insured.
describe the insurance policy
rd Form Insurance Policy, as
ion XXIII of the Agreement.
olicy does not pay allocated
ing exhaustion of aggregate

ction XII of the Agreement.

olicy does pay allocated
ing



exhaustion of a
XIl of the Agre

D. The insurance p
coverage on a s

E. The insurance p
coverage onac

F. The insurance p
coverage on a f

G. The insurance p
and such expens
aggregate limit
Agreement.

H. The insurance p
and such expens
limits. See Se

. The insurance p
expenses. See

8. Products Aggregate: Refer to the aggregate &ppticable to

products bodily injur
Certain insurance pol
aggregate for bodily
other covered perils;
limit.

With respect to insur
aggregate limits, see
Agreement.

9. Products Aggregate

Consumption:

10. Non-Products
Coverage:

The function of the A
is to track the consu
liability aggregate |
bodily injury claims.

With respect to an in
deductible that expli
of deductibles reduce
Section XV of the Agr

With respect to the p
applying against aggr
of the Agreement.

To impute aggregate |
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ggregate limits. See Section
ement.

olicy expressly provides
pecific manifestation basis.

olicy expressly provides
laims-made basis.

olicy expressly provides
irst discovery basis.

olicy pays allocated expenses
es do not apply against
s. See Section Xl of the

olicy pays allocated expenses
es apply against aggregate
ction Xl of the Agreement.

olicy does not pay allocated
Section XI of the Agreement

7. Per Occurrence/Accident Limits: Refer to theitlifar any one occurrence or any one accident

y liability coverage.

icies may contain a combined
injury, property damage and
if so, refer to the combined

ance policies without
Section XVII of the

ggregate Consumption Summary

mption of total products
imits by asbestos products

surance policy containing a
citly provides that payment
s aggregate limits, see
eement.

ayment of allocated expenses
egate limits, see Section XI

imits for non-products



coverage, see Section XVII of the Agreement.

11. Deductibles and
Retentions: Enter the codes that describe the deductible or

retention:

J. Per occurrence deductible.

K. Per claim deductible.

L. Deductible reduces the aggregate limits of tieifance policy.
M. Self-insured retention.

N. Loss limit.

Where deductibles and retentions are not limitqaieily by the insurance policy language, see
Section XVI of the Agreement.

Where an insurance policy containing a deductikf#ieitly provides that payment of deductibles reds aggregate limits, see Section XV of
the Agreement.
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APPENDIX D--SCHEDULES OF INSURANCE
Attaching to and forming a part of the Agreemenh@rning Asbestos- Related Claims:

Subscribing Producer:*

Initial Coverage Block Ending: //

(date)
SECTION 1 (COVERAGE BLOCK):
A. Pre-Date Insurance Policies (pre-//)
Products Coverage
Per
Policy Polic y Occurrence/Accident B.l. or Combined B.l. or Combined
Policy Period No. Insurer** Policy Type Form Limit Aggregate  Aggregate Consumption
Products Coverage Non-Products Cover age Retention
Per
B.l. or Combined Occurrence/ Aggar egate Aggregate
Aggregate Balance Accident Limit Aggregate Consu mption Balance Type Amount Stop Loss Retro B alance

* This includes all affiliated persons (includinglated companies and employees, officers and dir€otovered by the insurance policies
listed herein .

**This includes all predecessor and successor perebeach Insurer listed herein.
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APPENDIX D--SCHEDULES OF INSURANCE

Attaching to and forming a part of the Agreemenh@rning Asbestos- Related Claims:
Subscribing Producer:*

Initial Coverage Block Ending: //

(date)
SECTION 1 (COVERAGE BLOCK):
B. Post-Date Insurance Policies (post-//)

Products Coverage

Per
Policy Polic y Occurrence/Accident B.l. or Combined B.I. or Combined
Policy Period No. Insurer** Policy Type Form Limit Aggregate  Aggregate Consumption
Products Coverage Non-Products Cover age Retention
Per
B.l. or Combined Occurrence/ Aggr egate Aggregate
Aggregate Balance Accident Limit Aggregate Consu mption Balance Type Amount Stop Loss Retro B alance

* This includes all affiliated persons (includinglated companies and employees, officers and dn®atovered by the insurance policies
listed herein .

**This includes all predecessor and successor perebeach Insurer listed herein.
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APPENDIX D--SCHEDULES OF INSURANCE

Attaching to and forming a part of the Agreemenh@rning Asbestos- Related Claims:
Subscribing Producer:*

Initial Coverage Block Ending: //

(date)
SECTION 2 (NON COVERAGE BLOCK):
A. Pre-Date Insurance Policies (pre-//)

Products Coverage

Per
Policy Polic y Occurrence/Accident B.l. or Combined B.I. or Combined
Policy Period No. Insurer** Policy Type Form Limit Aggregate  Aggregate Consumption
Products Coverage Non-Products Cover age Retention
Per
B.l. or Combined Occurrence/ Aggr egate Aggregate
Aggregate Balance Accident Limit Aggregate Consu mption Balance Type Amount Stop Loss Retro B alance

* This includes all affiliated persons (includinglated companies and employees, officers and dn®atovered by the insurance policies
listed herein .

**This includes all predecessor and successor perebeach Insurer listed herein.

-48-



APPENDIX D--SCHEDULES OF INSURANCE

Attaching to and forming a part of the Agreemenh@rning Asbestos- Related Claims:
Subscribing Producer:*

Initial Coverage Block Ending: //

(date)
SECTION 2 (NON COVERAGE BLOCK):
B. Post-Date Insurance Policies (post-//)
Products Coverage
Per
Policy Polic y Occurrence/Accident B.l. or Combined B.l. or Combined
Policy Period No. Insurer** Policy Type Form Limit Aggregate  Aggregate Consumption
Products Coverage Non-Products Cover age Retention
Per
B.l. or Combined Occurrence/ Aggr egate Aggregate
Aggregate Balance Accident Limit Aggregate Consu mption Balance Type Amount Stop Loss Retro B alance

* This includes all affiliated persons (includinglated companies and employees, officers and dir€otovered by the insurance policies
listed herein. **This includes all predecessor andcessor persons of each Insurer listed herein.
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APPENDIX D--SCHEDULES OF INSURANCE
CERTIFICATION

The foregoing comprises the Schedules of all relepalicies of insurance known to the Subscribingd@cer and to any of its Subscribing
Insurers as of this date. Any insurance policy thdtsequently becomes relevant (by discovery arafise) will be added to these Schedules
by amendment or addendum, and it is agreed th&udl$cribing Insurers are committed to cooperatie and assist the Subscribing Producer
in the continuing search for policies of insurance.

These Schedules of Insurance are subject to times teind conditions of the Agreement to which theglldbe attached and form a part thereof.
The undersigned acknowledge and agree that suadSigs of Insurance are in compliance with the igions of the Agreement.

Dated:

Subscribing Producer:

Subscribing Insurers:
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APPENDIX E
INSURANCE DEFENSE PROGRAM
1. Purpose:

The purpose of the Insurance Defense Program theadlied the "Defense Program” or the "Programd)idbe solely to implement the
provisions of Paragraph 2 of Section XlI of the égment.

2. Definitions:

"Covered claims" means claims to which the DefdPraggram applies under
Section 3 below.

"Base standard charge" means the standard chargesfiogle pre-1966 standard form insurance padisyed to a Subscribing Producer in the
lowest risk category.

"Standard charge" for any calendar year meansrtizaiat designated as such in the Subscribing Insuséandard Charge Notice for such
calendar year.

"Base surcharge" means the surcharge for a simgt¢366 standard form insurance policy issuedSalascribing Producer in the lowest risk
category.

"Surcharge" means the amount due as a surcharge 8edtion 7 below.

"Reserve Fund" means the amount, including allstment income thereon, held by the Administratorstie payment of defense expenses
expected under the Defense Program.

"Administrators" means those holding office as sucHer the Defense Program.

3. Application:

The Defense Program applies only to those asbeslated claims against Subscribing Producers that:
(a) are being administered by the Facility; and

(b) under the Agreement would have triggered aigahbn to pay allocated expenses and unallocatpdreses under a pre-1966 standard
form insurance policy.

The Defense Program covers only the payment ofa@t#al expenses and unallocated expenses attribtwitaslich claims. It does not provide
coverage for liability payments. The Defense Progshall not survive termination of the Facility.

4. Participation:

Each Subscribing Insurer that has issued a pre-§@6lard form insurance policy to a SubscribingdBcer shall become a participant in the
Defense Program and shall be bound by all of tb&igions of the Program.

Each participant shall pay promptly on notice fritre Administrators all standard charges and sugesadue under the Defense Program.
5. Administrators:
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The Defense Program shall be administered by a Gtteenof Administrators, with no less than six wmmber, all of which shall be
participants. The Committee shall include represtéras of all three classes of participants, theile relatively high, moderate or low
exposure to charges under the Defense Program.

The Committee will be appointed for a designatenhtef years by the Insurer members of the BoarDigdctors of the Facility. The Board
will designate carriers to be members, and théerarwill designate the individual representatiieowvill represent them. Each Administra
shall have one vote.

The Committee of Administrators shall have the fudiver to administer the Defense Program inclugioger to deal with the Facility with
respect to the defense of claims subject to theBsf Program and the appropriate amounts to behgakhacility for conducting such defer
and full power to determine the financing of thed@se Program including the power to determinedstechcharges and surcharges and to
accumulate reserves.

The Committee will adopt schedules, charges aneraibe conduct their business on the basis of ntyjeote. If for some reason a majority
decision cannot be reached, then the matter wiltfered to the Insurer members of the Board oé@ors for resolution. If a majority vote
not possible at that time, then the matter is reteto the Chief Financial Officer for an absolatel binding decision.

6. Mutual Sharing or Insurance Nature of the DeddPogram:

The defense expenses incurred under the Defengealfrshall be shared mutually by the participamtelation to:

(&) the number of pre-1966 standard form insurqadieies issued by each such participant to SubiseyiProducers; and
(b) the degree of risk each such policy presenestisiated by the Administrators.

For the purpose of implementing subdivision (b)\agdhe Administrators shall classify SubscribimgdRicers into three risk categories with
the following risk relativity factors:

Risk Category Risk Relativity

The Administrators shall assign Producers to rialegories in accordance with their respective shaféability payments unless, by at lea
two- thirds majority, they shall determine thatls@cmethod is not appropriate to reflect the redatisk and shall adopt another method.

7. Funding:

The Administrators shall direct the Chief Finan&ficer to establish a Common Reserve Fund to hildayments made by the participants
under the Defense Program. There must be no colimingf monies received for this purpose with atlyes funds, monies or assets of the
Facility. The Chief Financial Officer shall keep atcount for each participant showing all amouaisl py the participant, and in the event
the Administrators should ever determine that thielse fund appears to be greater than neededettineecost of defending covered claims,
then they shall direct the Chief
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Financial Officer to refund the excess to the pgséints in the ratio that the total amount paicebgh bears to the total amount paid by all
participants.

For each calendar year the Administrators shalhesé the amount of defense expense expecteditwbeed by the Facility in defending
covered claims during the calendar year plus aruatr@ppropriate in their judgment as a reserveragji@ontingencies. The Administrators
shall then determine the base standard chargeemudesich participant written notice of the partoips standard charge for such calendar
year.

In the event the Administrators determine thatRleserve Fund is not sufficient to meet the expedéddnse expenses to be incurred, the
Administrators shall estimate the amount requicethéet the deficit. The Administrators shall thetetimine the base surcharge and send
each participant written notice of the participsuprtion of the total surcharge.

For the first calendar year of subscription theststandard charge for each pre-1966 standard piialy be $400 unless the Administrators
shall determine that such an amount is plainlyapuropriate.

The following section gives a pro forma exampléd thiél enable each participant to estimate its agpnate standard charge for the first year
as soon as the number of its policies subjectedtfense Program and their Risk Categories areikno

8. Pro Forma Examples of Standard Charges and &get

The first example uses a base standard charged6f&4d a participant with 100 pre-1966 standamhfmisurance policies subject to the
Program, distributed as follows: 40 in Risk Catggér 35 in Risk Category B; and 25 in Risk Categ@ryThe participants' annual standard
charge is computed as follows:

Policies Risk Category Risk Factor Base Charge Standard Charge
40 A 3 $400 $48,000
35 B 2 $400 $28,000
25 C 1 $400 $10,000

Total standard charge for the year: $86,000

If a surcharge were determined to be required dutie course of the year, it would be applied lik@manner as with the basic standard
charge. This second example demonstrates the applicof a surcharge as regards a participant tvérsame policy and risk distribution as
above:

Policies Risk Category  Risk Factor Ba se Charge  Surcharge
40 A 3 $200 $24,000
35 B 2 $200 $14,000
25 C 1 $200 $ 5,000
Total surcharge for affected year: $43,000

9. Appeals and Dispute Resolution:

The Administrators shall have power to resolvad@putes among participants relating to the Defé&regram and, by at least a two-thirds
majority, to extend equitable relief to an indivadiparticipant if a strict
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application of its rules or decisions would causeparticipant undue and unfair hardship.

Any participant who is aggrieved by a decisiontaf Board by less than a two-thirds majority maynsiithe matter to binding nonjudicial
dispute resolution under Appendix C of the Agreetmen
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Exhibit 10(iii)(j)

THOMASVILLE FURNITURE INDUSTRIES, INC.

THOMASVILLE VALUE PLAN

Section 1. Purpose

The purposes of the Thomasville Value Plan (thariBlare: (a) to enhance the value, growth andtplolity of Thomasville Furniture
Industries, Inc., a Pennsylvania corporation ("Thewile" or the "Company"), by providing the inceetof long-term rewards to key
employees who are capable of having a significapiict on the performance of Thomasville and; (Bttract and retain key employees of
outstanding competence and ability.

Section 2. Definitions
For the purpose of the Plan, the following termalidave the meanings indicated:

(&) "Armstrong" means Armstrong World Industries;.| and any corporation, partnership, or otheaoization of which Armstrong owns or
controls, directly or indirectly, not less than [rcent of the total combined voting power of &sses of stock or other equity interests. For
purposes of this Plan, the term "Armstrong" shatlide any successor thereto.

(b) "Board" means the Board of Directors of Thoniléesv

(c) "Committee" means the Compensation CommittabefThomasville Board of Directors.

(d) "Common Stock" means the Common Stock, parev@liO0 per share, of Armstrong World Industrias,,la Pennsylvania corporation.
(e) "Disability" means total and permanent dis&piliithin the meaning of Section 22(e)(3) of thedéo

(f) "Fair Market Value" means the closing pricetloé Common Stock as reported on the New York SEbabhange Composite Tape on the
applicable date or, if no sales were made on satdy dn the next preceding date on which the sdlds®e Common Stock were made.

(9) "Investment Award" means a right to earn anravieased upon Thomasville attaining designatepaidnce goals established by the
Committee.

(h) "Investment Period" means a period of four emusive years, beginning at the end of each yetiv@oPerformance Period during which
time Thomasville Phantom Shares earned can gdoservalue
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(i) "Participant" means any key employee who hastireeligibility requirements set forth in Sectiémereof and to whom a grant has been
made and is outstanding under the Plan.

(j) "Performance Period" means, in relation to mvektment Award, any period for which performanoalg have been established.

(k) "Retirement" means termination from employmeith Armstrong after the Participant has attaingd 85 and has completed five years of
service with Armstrong or termination of employmenter circumstances which the Committee deemwalguit to retirement.

() "Thomasville Phantom Share" means a stock enpifivalent of Thomasville which unit does not contethe Participant holder any
interest, right, or title to Thomasville.

Section 3. Administration

The Plan shall be administered by the Committeelwbhall consist of appointed directors of the Canyp none of whom is eligible to
participate in the Plan. Subject to the provisiohthe Plan and to directions by the Board, the @ittee is authorized to interpret the Plan, to
adopt administrative rules, regulations, and gingsl for the Plan, and to impose such terms, ciamditand restrictions on grants as it deems
appropriate.

Section 4. Eligibility and Participation

Participation in the Plan shall be limited to offis, who may also be members of the Board of Direcaand other key employees of the
Company. The Committee retains the right to disooleta Participant's participation in the Planhie évent of transfer to a new position
within the Company, transfer to an Armstrong afii, or under circumstances which the Committeerohéhes to warrant such action.

Section 5. Awards Under the Plan

5.1 Target Investment Award

For each year of the Performance Period, a Paatitiphall be assigned a target Investment Award.arhount of the Investment Award shall
vary depending on the Participant's level of resfulity. Each Participant shall receive a writ@ocument indicating the target Investment
Award amount for each year of the Performance He



5.2 Performance Goals

At any time before or during a Performance Peribbd,Committee shall establish one or more perfonaaoals for such Performance Per
In establishing the performance goals, the Commégtell determine both a minimum performance ldwebw which no Investment Award
shall be earned, and a performance schedule urideh the amount of the Investment Award earned beless than, equal to, or greater
than the target amount.

5.3 Determination of Investment Award Amount anch@srsion to

Thomasville Phantom Shares

At the conclusion of each year of the Performarexod, the amount of the Investment Award earrfeahy, shall be determined as specified
in the performance schedule. The Investment Awarduat earned shall be converted to Thomasville ®imaishares in accordance with a
method specified by the Committee. The Thomasi#hantom Shares earned shall be credited to an ricimobe maintained for each such
Participant for the duration of the Investment &gior such longer period as specified by the Hpsit.

5.4 Investment Period

The Committee shall establish an Investment Pewvioidh shall be a period of four consecutive yebegjinning at the end of the year in
which an Investment Award is earned. During theebtinent Period, Thomasville Phantom Shares shallibject to the risk of forfeiture.
Further, during such Investment Period, the Paditi shall not be permitted to sell, assign, tremgfledge or otherwise dispose of
Thomasville Phantom Shares that have been earhedCdmmittee may provide for the lapse of suchintisins in installments and may
accelerate or waive such restrictions, in wholagrart, based on such factors as the Committeedatgrmine.

5.5 Payment of Awards

Following the lapse of the Investment Period, ai€ipant shall have the right to receive paymentash or in shares of Armstrong Common
Stock, or may elect to continue to hold Thomas\Wlantom Shares. The President of Thomasville fuenindustries, Inc. shall not be
permitted to receive payment in Armstrong Commarckt The value of the Thomasville Phantom Share$ bk determined in accordance
with a method specified by the Committee. The nunabshares of Armstrong Common Stock awarded $febased on the Fair Market
Value on the date of conversic
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If a Participant elects to continue to hold Thonilés¥hantom Shares beyond the Investment Peribdutgect to a deferral agreement, the
Participant shall be permitted to receive paymemtish or in shares of Armstrong Common Stockeab#yginning of each subsequent year
based on the current value of the Thomasville Rimr8hares. The President of Thomasville shall eqidrmitted to receive payment in
Armstrong Common Stock.

A Participant may elect to defer receipt of the alggursuant to Section 8 hereof.

Section 6. Transfer to an Armstrong Affiliate

In the event a Participant transfers to an Armsgjrafiiliate:

(a) The Committee shall determine if the Partictgall be entitled to receive an Investment Awlardhe year in which such transfer occ

(b) All restrictions shall remain in effect on ahomasville Phantom Shares earned under the Plassuotherwise provided for by the
Committee.

(c) At the conclusion of any Investment Perioddeling such transfer, the Committee has the righeétpire the Participant to take payment
in cash or in shares of Armstrong Common Stock. Rasticipant who is subject to Section 16 of theusiéies Exchange Act of 1934, as
amended, shall not have the option to receive AxngtCommon Stock.

Section 7. Termination of Employment

(@) In the event a Participant terminates employtmatih Armstrong on or after July 1 by reason oatle Disability, or Retirement, the
Participant or the Participant's designated beiagficshall be entitled to receive payment witharefto an outstanding Investment Award
prorated for the number of months of employmentrauthe year in which such termination occurs hi@ évent a Participant terminates
employment with Armstrong prior to July 1, the Rapant shall not be entitled to receive an InvesitmAward.

(b) In the event a Participant terminates employagth Armstrong by reason of death or Disabilitgstrictions shall lapse on all
Thomasville Phantom Shares earned which are sulojeestriction at the time of termination. If temation of employment is by reason of
death, the Participant's designated beneficiarlf Bhantitled to receive the Participant's awaagirpent under the Plan. If termination of
employment is by reason of retirement, any appleeatvestment Period shall continue in effect, ibuto event beyond the end of the
calendar year of the thr-year period following the Participant's Retirem
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(c) In the event a Participant terminates employmeétih Armstrong for any reason other than deatisability or Retirement, the Participant
shall forfeit all rights to earn an Investment Adand Thomasville Phantom Shares not held foraia@iration of the Investment Period
unless otherwise provided for by the Committee.

(d) Notwithstanding Sections 7(a) and 7(b), in¢lient a Participant's employment with Armstrontgisninated under special circumstances,
the Committee may, in its sole discretion, contiauarticipant's rights to earn any or all Investi#ewvards in the year of termination and
waive in whole or in part any or all remaining regions applicable to outstanding Thomasville RbamShares.

Section 8. Deferral of Payment

At the discretion of the Committee, a Participamtyrbe offered the right to defer the receipt obalany portion of an award payment beyond
the conclusion of the Investment Period. Such ridiatl be exercised by execution of a written agues® by the Participant at least one year
in advance of the end of the Investment Period. iivpayments may be deferred in the form of (1) Taswille Phantom Shares or (2) shares
of Armstrong Common Stock based on the Fair Mavledtie at the end of the Investment Period. Theiéeas of Thomasville shall not be
permitted to defer payment in the form of Armstr@@gmmon Stock.

If a Participant elects to defer in the form of Asmong Common Stock, the shares of Common Stodesuto the deferral shall remain in the
custody of Armstrong. Cash dividends paid with exso these shares shall be reinvested to puretaigonal shares of Common Stock 1
shall be subject to the same deferral provisions.

If a Participant elects to defer in the form of Tasville Phantom Shares, at the conclusion of éfierchl period the Participant may elect to
receive payment in cash or in shares of Armstroogn@on Stock. The value of the Thomasville Phanttiewr&s shall be determined in
accordance with a method specified by the Commifthe number of shares of Armstrong Common Stodt glaall be based on the Fair
Market Value at the end of the deferral period.

Section 9. Changes to Method of Thomasville Phartiare Valuation

The Committee reserves the right to adjust the atelly which Thomasville Phantom Shares are val8adh changes may be triggered by
investments, acquisitions, divestitures, distribugi, changes in tax or accounting policies, orratineisual or extraordinary even



Section 10. Miscellaneous

10.1 No Right to Employment

Nothing contained in the Plan, nor in any granspant to the Plan, shall confer upon any Parti¢ipaw right with respect to continuance
employment by the Company or Armstrong, nor interfa any way with the right of the Company or Atrogg to terminate the employme
or change the compensation of any employee atiamgy t

10.2 Nontransferability

A Participant's rights under the Plan, including tlght to any amounts or shares payable, may @asbigned, pledged or otherwise
transferred except, in the event of a Participalgath, to the Participant's designed beneficigringhe absence of such a designation, by
or by the laws of descent and distribution.

10.3 Designation of Beneficiary

A Participant may designate, in writing deliveredite Company before the Participant's death, sopesr persons to receive, in the event of
the Participant's death, any rights to which thei€pant would be entitled under the Plan. If atRgant fails to designate a beneficiary, tl
the Participant's estate shall be deemed to bleaheficiary.

10.4 Withholding

Armstrong shall have the right to require the Rgéint to satisfy any federal, state, local or ot withholding requirements unless the
Participant elects to defer receipt of award paysparsuant to
Section 8 hereof.

10.5 Governing Law

The Plan shall be construed and its provisionsreatband administered in accordance with the ldilseoCommonwealth of Pennsylvania
applicable to contracts entered into and perforemgiely in such State.

10.6 Rights as a Shareholder

The recipient of any grant under the Plan shalehav rights as a shareholder with respect themdss and until certificates for shares of
Common Stock are issued to such recipi



10.7 Unfunded Plan

Unless otherwise determined by the Committee, the $hall be unfunded and shall not create (ordpestcued to create) a trust or separate
funds. With respect to any payment not yet madeRarticipant, nothing contained herein shall gimg Participant any rights that are greater
than those of a general creditor of Armstrong.

10.8 Other Compensation Plans

No payment under the Plan shall be taken into addouletermining any benefits under any retiremgrdgup insurance, or other employ
benefit plan of Armstrong. Nothing contained irstRilan shall prevent the Company from adoptingrath@dditional compensation
arrangements, subject to Armstrong shareholdemappif such approval is required.

10.9 Termination of Employment - Certain Forfeitre

Notwithstanding any other provision of the Plan amdept for Thomasville Phantom Shares held fodtiration of the Investment Period
Armstrong Common Stock which would otherwise be foérestrictions and the receipt of which has taefierred pursuant to
Section 8, a Participant shall have no right tomear Investment Award or receive payment of theealf any Thomasville Phantom Share

(1) the Participant is discharged for willful, dedrate, or gross misconduct as determined by tien@tbee in its sole discretion or (2) if
following the Participant's termination of employmevith Armstrong, and within a period of three gethereafter, the Participant engages in
any business or enters into any employment whietCthmmittee in its sole discretion determines t¢ad)alirectly or indirectly competitive
with the business of Armstrong or (b) substantialjyrious to Armstrong's financial interest. A Baipant may request the Committee in
writing to determine whether any proposed businessnployment activity would justify such a forfgie. Such a request shall fully describe
the proposed activity and the Committee's detertioinahall be limited to the specific activity sestribed.

Section 11 Amendment and Termination

The Board may modify, amend, discontinue or terteitae Plan without the consent of Armstrong shaldsrs or Participants, except that,
without the approval of the shareholders of Armstxano amendment, discontinuation or terminaticadldke made if Armstrong shareholder
approval is required by any federal or state lawegulation.



Section 12. Shares Subject to the Plan

The total number of shares of Armstrong Common|Stbat may be distributed under the Plan shall@d00. Shares of Armstrong
Common Stock distributed under the Plan may bestngashares or authorized but unissued sharesadtidnal shares shall be issued under
the Plan.

Section 13. Effective Date and Duration of Plan
The Plan shall become effective on January 1, B9@3remain in effect until

terminated by the Boar
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PURPOSE

The Thomasville Achievement Plan is intended tamote the company's financial success by recognibhiegignificant contributions key
managers can make to the achievement of company. Jdee plan's objective is to motivate key Thonilessmanagers to produce
outstanding results by providing to them the opjdity to earn additional financial rewards basedhmnattainment of corporate and business
unit goals.

CONCEPT

At the beginning of the year, an annual Target Acbiment Award is established for each key managgzdon the achievement of specific
financial goals. When the year is over, the resadtsially achieved will be evaluated against thggsss to determine the specific amount, if
any, of additional compensation earned.

ADMINISTRATION

Subject to the final approval of the Compensatiom@ittee, the plan will be administered by the Rierst, Thomasville Furniture Industries,
Inc., with the advice and counsel of Thomasvilke'g executives.

ELIGIBILITY

Participation in the Plan will be limited to key nagers whose duties and responsibilities permitttemake a continuing material impact
the achievement of organization goals. The PresiolefiF|l will annually determine participants basgzbn recommendations of the
company's key management.

To be a participant, a manager must have been @higihle position at least for the period Julyhtaugh December 31 of the year in which
awards are to be paid.

AWARD DETERMINATION

Target Awards

A Target Achievement Award, expressed as a pergerdghthe participant's base salary earnings tébbshed for each eligible manager.
Target awards vary with levels and types of residlitg, as reflected in position grades for eadigible manager. Refer to Exhibit | for the
current Achievement groups and Award percentages.

Timing of Payment

Awards are to be paid on or around March 1 follaptme close of the plan yei



Target Award Allocation

Target awards for eligible participants will be ®a®n the achievement of a TFI "PAR" ROA Target, B&siness Unit Budget ROA, and
TFI Business Unit "PAR" ROA. The following is théaation of target awards for all managers:

Line  Staff
Manager Manager

TFI "PAR" ROA Target 20% 40%
TFI Business Unit "PAR" ROA 30% -
TFI Business Unit Budget ROA  50% -
TFI Budget ROA - 60%

Example

John Doe, Line Manager
Annual Base Salary: $48,000
Target Award Percent: 15%

Annual Salary x Target Percentage = Ta rget Award
$48,000 15% $7,200

Target Award Allocation

TFI "PAR" ROA 20% x $7,200 = $1,440
TFI Business Unit "PAR" ROA  30% x $7,200 = $2,160
TFI Business Unit Budget ROA 50% x $7,200 = $3,600

Total Target Award $7,200



TFI "PAR" ROA Segment

As a measure of the long-term corporate resulésPilesident of Thomasuville, in consultation withise management, establishes a "PAR"
target based on return on assets for the compdmy.gbal needs to be fixed over a period in tima &g-term objective for the company.
The goal includes a threshold below which no awdticbe made, and a maximum level above which nditawhal award is earned. The
amount earned at each level of achievement isrdeted by the award earnings Schedule A attached.

TFI Budget ROA Segment

As a measure of the annual efforts, the Presidefhomasville, in consultation with senior managemestablishes an annual budget based
on return on assets. This budget includes a thig#nel below which no awards are made, and a maxi level above which no additional
award is earned. The amount earned at each leashiévement is determined by the award earningedide B attached.

TFI Business Unit "PAR" ROA

As a measure of the long-term business unit reghksPresident of Thomasville in consultation vaémior management of the business unit,
establishes a "PAR" target based on return onsafsethe business unit. This goal needs to belfoser a period of time as a long-term
objective for the business unit. The goal includékreshold below which no award will be made, amdaximum level above which no
additional award is earned. The amount earnedcét lezel of achievement is determined by the awagdrings schedules attached.

TFI Business Unit Budget ROA

As a measure of the annual efforts, the Presidenhomasville in consultation with the businesstginior management, establishes an
annual budget based on return on assets. This bunddiedes a threshold level below which no awandsmade, and a maximum level above
which no additional award is earned. The amountexhat each level of achievement is determinedéywtvard earnings schedules attac



Determining Actual Awards

The actual award payable is determined by multighy@gach segment of the target award by the apjtepgoercentage of the award earned.
The sum of these calculations represents the jpatits recommended award. The calculation istithtisd in the examples which follow.

If actual TFI "PAR" ROA results are less than theeshold, there will be no award under this segroétite plan. In this situation, payments
under the business unit or TFI Budget ROA segmetiteoplan will only be made if the business umiff&l Budget ROA reaches or exceeds
100% of its goal.

Benefit Plans

Individual Achievement Awards are included in tatampensation for the purpose of computing pensi®asings Investment Plan
contributions, and Share-in- Success Plan contdbst Such awards, however, are not used in caicglgroup life insurance or long-term
disability payments
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Example 1
THOMASVILLE FURNITURE INDUSTRIES, INC.

THOMASVILLE ACHIEVEMENT PLAN

Name: John Doe Title:

Unit: Line Unit B

Target Award
Base Salary x Target Percentage = Target Award
$48,000 15% $7,200

Award Allocation

TFI "PAR" Target 20% x $7,200 = $1,440
TFI Business Unit "PAR" 30% x $7,200 = $2,160
TFI Business Unit Budget 50% x $7,200 = $3,600

Target Award $7,200

Award Calculation - Example

Achievement Aw ard
Segment Factor Allo cation  Award
TFI "PAR" ROA 108.0% x $1 440 = $3,110
TFI Business Unit "PAR" 125.0% x $2 ,160 = $2,700
TFI Business Unit Budget ROA 150.0% x $3 ,600 = $5,400

Recommended Award $11,210



EXHIBIT NO. 22
(as of January 1994)

Domestic Subsidiaries

American Olean Tile Company, Inc.

ArmStar (50%-owned-unincorporated affiliate)

Armstrong Cork Finance Corporation

Armstrong Realty Group, Inc.

Armstrong Ventures, Inc.

Armstrong World Industries (Delaware) Inc.

AW | (NEVADA), INC.

BEGA/US, Inc.

Charleswater Products, Inc.

Chemline Industries, Inc.

Design Ideas Incorporated

Fayette Enterprises, Inc.

Gordon's, Inc.

.W. Insurance Company

IWF, Inc.

The W. W. Henry Company

The Worthington Armstrong Venture (50%-owned-
unincorporated affiliate)

Thomasville Furniture Industries, Inc.

Thomasville Upholstery, Inc.

WAVE International, Inc. (owned by WAVE)

Foreign Subsidiaries

Alphacoustic (UK) Ltd.

Armstrong-ABC Co., Ltd.

Armstrong Cork (Ireland) Limited

Armstrong Europe Services

Armstrong FSC, Ltd.

Armstrong Insulation Products (Korea) Co. Ltd.
Armstrong Insulation Rus.

Armstrong (Japan) K.K.

Armstrong-Nylex Pty. Ltd.

Armstrong (Singapore) Pte. Ltd.

Armstrong Textile Rubber Products Company
Shanghai Ltd.

Armstrong World Industries - A.C.I. B.V.
Armstrong World Industries - Belgium S.A.
Armstrong World Industries Canada Ltd.
Armstrong World Industries (China) Ltd.

Armstrong World Industries de Mexico, S.A. de C.V.

Armstrong World Industries - France, S.A.

Armstrong World Industries, G.m.b.H.

Armstrong World Industries (H.K.) Limited

Armstrong World Industries Italia S.r.l.

Armstrong World Industries Korea, Ltd.

Armstrong World Industries Ltd.

Armstrong World Industries Netherlands B.V.

Armstrong World Industries - Pontarlier S.A.

Armstrong World Industries Pty. Ltd.

Armstrong World Industries, S.A.

Armstrong World Industries (Schweiz) A.G.

Armstrong World Industries (Thailand) Ltd.

Inarco Limited (40%-owned affiliate)

ISA Co., Ltd. (25%-owned affiliate)

ISO Holding, A.G.

Liberty Commercial Services Ltd.

Recubrimientos Interceramic S.A. de C.V.
(49%-owned affiliate)

Worthington Armstrong Venture Europe S.A.

(owned by WAVE)

Jurisdiction of
Incorporation

New York

Delaware
Pennsylvania
Delaware
Delaware
Nevada
California
Delaware
Delaware
Pennsylvania
Mississippi
Delaware
Vermont
Nevada
California

Delaware
Delaware
Delaware

England
Japan
Ireland
England
Bermuda
Korea
Russia
Japan
Australia
Singapore

People's Republic of

China
Netherlands
Belgium
Canada

People's Republic of

China
Mexico
France
Germany
Hong Kong
Italy
Korea
England
Netherlands
France
Australia
Spain
Switzerland
Thailand
India
Japan
Switzerland
Bermuda
Mexico

France



Exhibit No. 24

Consent of Independent Auditors

The Board of Directors
Armstrong World Industries, Inc.:

We consent to incorporation by reference in Regjiistn Statement No. 33-38837 on Form S-3 and thygsRation Statement Nos. 2-50942,
2-77936, 2-91890, 33-18996, 33-18997, 33-18998BA8 and 33-60070 on Form S-8 of Armstrong WanmktListries, Inc. of our report
dated February 14, 1994, relating to the consaiidblance sheets of Armstrong World Industries, End subsidiaries as of December 31,
1993 and 1992 and the related consolidated statsroérarnings and cash flows and related supplenemformation on depreciation rates
and schedules for each of the years in the thraeperiod ended December 31, 1993, which reporasan the December 31, 1993 Annual
Report on Form 10-K of Armstrong World Industri&s;.

The audit report on the consolidated financialestagnts of Armstrong World Industries, Inc. referre@bove contains an explanatory
paragraph that states that the company is invalveatitrust litigation, the outcome of which canpoesently be determined. Accordingly,
provision for any liability that may result has beaeade in the consolidated financial statementso Ads discussed in the Financial Review
section, effective January 1, 1992, the companygbd its methods of accounting to adopt the promsbf the Financial Accounting
Standards No. 109, "Accounting for Income Taxed, N6, "Employers' Accounting for PostretiremernBfits Other than Pensions" and
No. 112, "Employers' Accounting for PostemploymBanefits."

KPMG Peat Marwick

Philadelphia, Pennsylvania
March 22, 199«



Exhibit No. 25

POWER OF ATTORNEY

Re: 1993 Annual Report on Form 10-K

I, James E. Marley, as a Director of Armstrong Wadridustries, Inc., do hereby constitute and apgp@EORGE A. LORCH or, in the case
of his absence or inability to act as such, E. ANNBEAVER, my agent, to sign in my name and in miagddethe Company's Annual Report
on Form 10-K for the year ended December 31, 1888,any amendments thereto, to be filed by the Gompvith the Securities and
Exchange Commission under the Securities Exchamtj@fAl934, as amended, with the same effect sigcifi signature were made by me
personally.

James E. Marley

Dated February 22, 199«



2.
(Exhibit No. 25)

All powers of attorney required to be filed are stalntially identical in all material respects. Téfere, in accordance with SEC Regulation
229.601(a) Instruction 2, only the foregoing copyeing included except, however, that the manwsidiged copy filed with the Securities
and Exchange Commission includes a complete sghwérs of attorney.

All powers of attorney differ only from the form tife foregoing in that they are executed by thiofghg parties in the capacities indicated
on or about February 22, 1994, and the power AMIEn Deaver appoints George A. Lorch only as lyerd:

William J. Wimer Senior Vice-President, Finance, and
Treasurer
(Principal Financial Officer)
Bruce A. Leech, Jr. Controller
(Principal Accounting Officer)
William W. Adams Chairman of the Board
Wm. Wallace Abbott Director
Van C. Campbell Director
E. Allen Deaver Director
Ursula F. Fairbairn Director
Michael C. Jensen Director
James E. Marley Director
Robert F. Patton Director
J. Phillip Samper Director

Jerre L. Stead Director
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(Exhibit No. 25)

I, L. A. Pulkrabek, Senior Vice-President and Staseof Armstrong World Industries, Inc., a corpiiwa organized and existing under the
laws of the Commonwealth of Pennsylvania, do herariify that, at a meeting of the Board of Direstof said corporation duly held on the
22nd day of February, 1994, at which a quorum wasgnt and acting throughout, the following resohg were adopted and are now in full
force and effect:

RESOLVED That the 1993 annual report on Form 10khe form presented to this meeting has beenwexddy the Board of Directors;
and the execution thereof on behalf of the Compmngeorge A. Lorch or E. Allen Deaver, with suclacbes therein and additions or
deletions thereto as either of them and the legahsel to the Company may approve, and the filggof with the Securities and Exchange
Commission after being so executed by the requisiteber of directors personally or by their resppecattorneys-in-fact, are hereby
authorized.

FURTHER RESOLVED That the execution of the 1993umtmeport on Form 10-K by George A. Lorch, WilliamWimer and Bruce A.
Leech, Jr., personally or by their respective attgs-infact, as principal executive officer, principaldimcial officer, and principal accounti
officer, respectively, of the Company, is herebthatized.

IN WITNESS WHEREOF, | have hereunto set my handthedseal of said corporation this 28th day of Mafd94.

/sl L. A Pul krabek

Sr. Vice-President & Secretary



Exhibit No. 28(ii)(a)
FORM 11-K

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

(Mark One)

[X] ANNUAL REPORT PURSUANT TO SECTION 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended September 30, 1993

OR

[] TRANSITION REPORT PURSUANT TO SECTION 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number-2116

RETIREMENT SAVINGS PLAN FOR SALARIED EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.
(Full title of the Plan)

ARMSTRONG WORLD INDUSTRIES, INC.
Liberty and Charlotte Streets
Lancaster, Pennsylvania 17604

(Name of issuer of the securities held pursuatitécPlan and the address of its principal execuiifiee)
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the members of the committeetdating the administrator which
administers the plan have duly caused this anmypalrt to be signed by the undersigned hereuntoalitlyorized.

RETIREMENT SAVINGS PLAN FOR SALARIED
EMPLOYEES OF ARMSTRONG WORLD INDUSTRIES, INC.

March 25, 1994 By: /sl E. A. Deaver

E. Allen Deaver
Chai rman of the Retirement Comittee
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RETIREMENT SAVINGS PLAN FOR SALARIED EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Commingled Speciali
Equity Fund Equity F

Assets:

Investments in master trust
at fair value (note 3) $21,907,057 $38,103,

Total assets

Plan equity $21,907,057 $38,103,
Asset Asset
Manager Fund Income
Assets:

Investments in master trust
at fair value (note 3) $297,227 $85

Total assets $297,227 $85

Plan equity $297,227 $85

Commingled Speciali
Equity Fund Equity F

Assets:

Investments in master trust
at fair value (note 3) $19,886,879 $27,493,

Total assets

Plan equity $19,886,879 $27,493,
Asset Asset
Manager Fund Income
Assets:

Investments in master trust

at fair value (note 3) $ - $
Total assets $ - $
Plan equity $ - $

See accompanying notes to financial statements.

Statements of Net Assets
September 30, 1993 and 1992

1993

Money  Fixed Income Armstrong
Market Fund Fund Stock Fund Por

$2,664,691 $110,188,428 $7,121,870

$2,664,691 $110,188,428 $7,121,870

$2,664,691 $110,188,428 $7,121,870

Mgr. Asset Mgr. Loan
Fund Growth Fund Portfolio Fund Total

,542 $94,578

$3,512,435 $185,577,392

,542 $94,578

$3,512,435 $185,577,392

,542 $94,578 $3,512,435 $185,577,392

1992

Money  Fixed Income Armstrong
Market Fund Fund Stock Fund Por

$2,800,063 $103,489,554 $4,960,888

$2,800,063 $103,489,554 $4,960,888

$2,800,063 $103,489,554 $4,960,888

Mgr. Asset Mgr. Loan

Fund Growth Fund Portfolio Fund Total
- $ - $3,547,189 $162,177,708
- $ - $3,547,189 $162,177,708
-- $ -- $3,547,189 $162,177,708

"oTC"
tfolio Fd.

"oTC"
tfolio Fd.



RETIREMENT SAVINGS PLAN FOR SALARIED EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Years Ended September 30, 1993, 1992, and 1991

Commingled
Equity Fund

Plan equity at October 1, 1992 $19,886,879

Increases in plan equity:

Contributions 1,384,117
Dividends 679,115
Interest 60,943

Realized gain(loss) on

investments (note 3) 573,187
Unrealized appreciation

(depreciation) of investments 1,269,718
Transfers (to) from other

employee benefit plans of

Armstrong World Industries,

Inc. (9,500)

Loan (advances) and

repayments, net (183,935)
3,773,645

Decreases in plan equity:

Benefits paid (note 4) (719,211)
Interfund transfers (1,034,256)
(1,753,467)

Asset

Plan equity at October 1, 1992 $ -

Increases in plan equity:

Contributions 1,055
Dividends 458
Interest 19

Realized gain (loss) on

investments (note 3) --
Unrealized appreciation

(depreciation) of investments 205
Transfers (to) from other

employee benefit plans of

Armstrong World Industries,

Inc. --

Loan (advances) and

repayments, net 128

1,865
Decreases in plan equity:
Benefits paid (note 4) --
Interfund transfers 295,362
295,362

Plan equity at September 30, 1993 $297,227

Statements of Changes in Plan Equity

1993

Specialized Money Fixed Income Armstro
Equity Fund Market Fund Fund Stock Fu

$27,493,135 $2,800,063 $103,489,554 $4,960,8

2,551,576 171,760 4,044,086 164,9
3,697,160 83,909 - 203,7
80,967 27,305 8,412,031 57

319,808 - - (231

4,787,209 -- - 2,0815

(96,958)  (7,156) 259,981 7.4

(57,356)  (6,215) 181,848 16,8

11,282,406 269,603 12,897,946 2,457,1

(1,188,862) (249,513) (5,282,177) (1626
517,320  (155,462) (916,895) (133,5

(671,542) (404,975) (6,199,072) (296,2

$38,103,999 $2,664,691 $110,188,428 $7,121,8

Asset Mgr. Asset Mgr. Loan
Income Fund Growth Fund Portfolio Fund

$ - $ -  $3547,189 $162,
770 2,970 -~ 8,

- - _— 4’

20 22 ~ 8
595 825 ~ 8

- - (59,707)

124 175 24,953
1,509 3,992 (34,754) 31,
- (223) —- (1,
84,033 90,809 -
84,033 90,586 - (@,

$85,542 $94,578 $3,512,435 $185,

ng "OTC"
nd Portfolio Fd.

03 230,659
73 122,231

93 4,072
13) (363)
43 (19,487)

37 (11,638)

551,896
786,646
591,172

869,519

120,608

82,459

602,616)

602,616)



See accompanying notes to financial statements.

(Continued)
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RETIREMENT SAVINGS PLAN FOR SALARIED EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Statements of Changes in Plan Equity, Continued

1992

Commingled Speci alized Money  Fixed Income Armstrong Loan

Equity Fund Equit y Fund Market Fund Fund Stock Fund Portfolio Fund  Total
Plan equity at October 1,  $18,728,412 $22,86 8,411 $2,518,571 $ 94,446,481 $4,978,681 $3,318,457 $146,859,013
1991 0 e - e s e e e
Increases in plan equity:
Contributions 1,368,039 2,15 6,761 177,318 4,156,871 161,102 -- 8,020,091
Dividends 736,870 3,31 2,128 106,509 -- 191,137 -- 4,346,644
Interest 68,311 7 7,739 40,178 8,799,164 7,040 -- 8,992,432
Realized gain (loss) on
investments (note 3) 547,755 41 2,818 -- -- (15,536) -- 945,037
Loan (advances) and
repayments, net (311,423) (11 9,816) 31,222 102,779 25,620 271,618 -

2,409,552 5,83 9,630 355,227 13,058,814 369,363 271,618 22,304,204
Decreases in plan equity:
Unrealized appreciation
(depreciation) of 683,621 (1,51 1,517) - - (539,308) - (1,367,204)
investments
Transfers to other
employee benefit plans of
Armstrong World
Industries, Inc. (74,230) ( 3,661) (26,147) (44,044) (21,214) - (169,296)
Benefits paid (note 4) (823,104) (89 4,803) (59,799) (3,558,349) (70,068) (42,886) (5,449,009)
Interfund transfers (1,037,372) 1,19 5,075 12,211 (413,348) 243,434 - -

(1,251,085) (1,21 4,906) (73,735) (4,015,741) (387,156) (42,886) (6,985,509)
Plan equity at September 30,
1992 $19,886,879 $27,49 3,135 $2,800,063 $103,489,554 $4,960,888 $3,547,189 $162,177,708

See accompanying notes to financial statements.
(Continued)
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RETIREMENT SAVINGS PLAN FOR SALARIED EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Statements of Changes in Plan Equity, Continued

1991
Commingled Speci alized Money  Fixed Income Armstrong Loan
Equity Fund Equit y Fund Market Fund Fund Stock Fund Portfolio Fund  Total
Plan equity at October 1, 1990 $15,106,558 $14,6 91,212 $1,868,301 $84,759,859 $3,546,766 $3,360,414 $123,333,110
Increases in plan equity:
Contributions 1,427,771 1,7 21,034 198,435 4,309,574 189,116 -- 7,845,930
Dividends 553,494 9 08,918 149,413 -- 169,492 -- 1,781,317
Interest 49,401 49,797 56,472 8,456,577 6,045 -- 8,618,292
Realized gain (loss) on
investments (note 3) 2,901,808 3,9 69,221 -- -~ (150,653) -- 6,720,376
Net unrealized appreciation
of investments 556,987 1,1 37,826 -- -- 1,261,444 -- 2,956,257
Loan (advances) and
repayments, net (352,458) ( 95,195) 160,205  (100,610) 20,084 367,974 -
5,137,003 7,6 91,601 564,525 12,665,541 1,495,528 367,974 27,922,172
Decreases in plan equity:
Benefits paid (note 4) (621,496) (4 48,433) (153,330) (2,587,036) (56,316) (380,324) (4,246,935)
Transfers from (to) other
employee benefit plans of
Armstrong World Industries,
Inc. (10,696)  ( 20,517) (4,814) (88,363) 4,663 (29,607)  (149,334)
Interfund transfers (882,957) 9 54,548 243,889 (303,520) (11,960) - -
(1,515,149) 4 85,598 85,745 (2,978,919) (63,613) (409,931) (4,396,269)
Plan equity at September 30,
1991 $18,728,412 $22,8 68,411 $2,518,571 $94,446,481 $4,978,681 $3,318,457 $146,859,013

See accompanying notes to financial statements.



RETIREMENT SAVINGS PLAN FOR SALARIED EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Notes to Financial Statements

(1) Summary of Significant Accounting Policies

(a) Basis of Presentation
The accompanying financial statements have begraprd on the accrual basis.
(b) Investments in Master Trust

The fair value of the commingled equity, specialieguity, over- the-counter portfolio, and Assetdger funds is based on the underlying
market value of the investments. The money martkad s stated at cost which approximates fair valine fixed income fund is stated at
contract value which represents contributions piterest at the contract rate, less benefits gdid.value of the Armstrong stock fund is
based on quoted market price. The value of the paatiolio fund represents the unpaid principakofployee loans.

Securities transactions are recognized on theesstit date (the date on which payment for a bisebiorder is made or received), since
adjustment to a trade-date basis would not be mhtBividend income is recorded on the ex-dividelade.

Realized gains and losses on investments are datmtry the average cost method.

(c) Expenses

All legal, accounting and administrative expensesaiated with Plan operations are paid by the Gomp
(2) Plan Description

The Plan was established on August 1, 1983, utgename the Savings Investment Plan for Salariepl@®raes of Armstrong World
Industries, Inc. On November 30, 1987, the BoarBicéctors of Armstrong amended the Plan effeckiebruary 1, 1988, to permit
investments by participants in an Armstrong Comi8tock Fund and to change its name to the Retire@@vings Plan for Salaried
Employees of Armstrong World Industries, Inc.

During the Plan year ended September 30, 1993 fieestment options were added to the Plan. Effectanuary 1, 1993, an over-the-
counter portfolio mutual fund was made availabledarticipant investment and, effective Septemhdr9B3, three Asset Manager mutual
funds became investment options.

The plan is a defined contribution plan establisttgdhe purpose of providing to eligible salaremployees of Armstrong World Industries,
Inc. (the Company) a means for long-term savintgenited for the accumulation of retirement incomaddition to that provided under other
retirement plans maintained for the benefit of esppes.

Participants may elect to make contributions toRtan in each of the following methods:
1. Up to 15% of their before-tax compensation, eferled compensation as permitted under Sectiofk}#01the Internal Revenue Code.
2. Up to 10% of their after-tax compensation.

Separate accounts are maintained for contributizexde by or on behalf of a participant. The accoimesach fund reflect the participants’
contributions together with dividends, intereshestincome, and realized and unrealized gains@get allocated thereon.

Participants have an immediate 100 percent vestedest with respect to their contributions andfallg vested with regard to matching
company contributions made through October 1, 1889date of discontinuance of the matching feature
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RETIREMENT SAVINGS PLAN FOR SALARIED EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Notes to Financial Statements, (Continued)
(3) Investments in Master Trust

Through the Plan year ended September 30, 199€tsasfsthe Plan were held in a Master Trust adrt@resl by Wachovia Bank and Trust
Co., N.A,, as Trustee. Effective October 1, 1988, Company appointed the Fidelity Management T@astas the new Trustee of the Plan.
The investment options offered to Plan participdmyt§idelity are comparable to those which were enahilable by Wachovia.

Assets in the Master Trust, administered by Figetite segregated into nine investment optionsinantingled equity mutual fund (Fidelity
U.S. Equity Index Portfolio), a specialized equitytual fund (Fidelity Magellan), a money market gaitfund (Fidelity Return Money
Market Portfolio), three Asset Manager mutual furats over-the-counter mutual fund (OTC Portfoliom#)y a fixed income fund, and an
Armstrong stock fund. The Plan utilizes the Trustad associated investment managers to directtimeas activity. The Plan participates in
all nine investment alternatives.

The following is a description of the investmemdig to which Plan participants can elect to alle¢heir contributions.

1. Commingled Equity FundFhis fund is principally a portfolio of common sts constructed and maintained with the objectiveroviding
investment results which approximate the overatiggemance of the common stocks included in the &ath & Poor's Composite Index of
500 stocks. At September 30, 1993, there were 1a6BVe participants in this investment fund.

2. Specialized Equity Fund - This fund investsamenon stocks of companies having substantial grgpntepects as determined by
independent investment managers. At Septemberd®3, there were 2,024 active participants in t@stment fund.

3. Money Market Fund - This fund invests in sherdt (less than one year maturity) fixed incomerumaents such as U.S. Treasury Bills,
bank certificates of deposit, and high grade conasrakbpaper. At September 30, 1993, there were Btideaparticipants in this investment
fund.

4. Fixed Income Fund - Contributions to this fumd mvested in the general accounts of insuranogeanies and are credited at contracted
interest rates. At September 30, 1993, the inteagéss ranged between 5.69% and 16.00%. Invesiecigal and accumulated interest
amounts are guaranteed against loss by the insicaamspany. At September 30, 1993, there were 32#8e participants in this investment
fund.

5. Asset Manager Fund - An asset allocation funitvmvests in a portfolio of stocks, bonds, andrsterm instruments. The fund has a
balanced investment strategy with a goal of higalteeturn with reduced risk over the long term .S&ptember 30, 1993, there were 15 active
participants in this investment fund.

6. Asset Manager Growth Fund - An asset allocdtiod invested in a diversified mix of stocks, bonalsd shorterm instruments. The fun
investment strategy is an aggressive one emphgsircks with the goal of maximum total return otrer long term. At September 30, 1993,
there were 20 active participants in this investnfiend.

7. Asset Manager Income Fund - An asset allocdtiod which invests in a diversified portfolio obsks, bonds, and short-term instruments.
The fund has a conservative investment strategysiog on bonds and short- term instruments to a&ehaehigh level of current income and
capital preservation. At September 30, 1993, theme nine active participants in this investmemicfu

8. OTC Portfolio Fund - This fund invests in setias traded in the over- the-counter securitiesketavith the objective of maximizing
capital appreciation. Over-the counter securitietlide common and preferred stocks, securitiesantible into common stock, warrants, and
debt instruments. At September 30, 1993, there W@&¥eactive participants in the investment fund.
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RETIREMENT SAVINGS PLAN FOR SALARIED EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Notes to Financial Statements, (Continued)

9. Armstrong Stock Fund - Amounts invested in thisd, along with dividend earnings thereon, aregted in Armstrong common stock. At
September 30, 1993, there were 2,113 active pgaitits in this investment fund. Common stock shiaeds by the fund at September 30, 1
and 1992 were 171,096 and 167,456, respectively.

10. Loan Portfolio Fund - The amount in this fueg@nesents the unpaid principal balances of loarderbg Plan participants in accordance
with established loan provision guidelines. At ®epber 30, 1993, there were 1,383 loans outstanding.

The following table presents the cost and fair alaf the investments in securities of the Mastesflat September 30, 1993 and 1992:

September 30, 1993 September 30, 1992

Investment C- ost Fair Value -Co-stFa|r Value
Co-t:r;;r:i;l-g-;-led equity ?$ 167778;19 $ 21,907,057 $ 16,EJ_;7,38_;)_“?$:_]-.-9,886,879
Specialized equity 29,954,229 38,103,999 24,130,574 27,493,135
Money market 2,664,691 2,664,691 2,800,063 2,800,063
Fixed income 110,188,428 110,188,428 103,489,554 103,489,554
Armstrong stock 5,943,263 7,121,870 5,863,824 4,960,888
OTC portfolio 1,621,052 1,601,565 -- --
Asset manager 297,022 297,227 - --

Asset manager income 84,947 85,542 -- --
Asset manager growth 93,753 94,578 - --
Loan portfolio 3,512,435 3,512,435 3,547,189 3,547,189

$171,137,669 $185,577,392 $155,858,593 $162,177,708

The amounts of realized gain (loss) on investmignsgcurities of the Master Trust for the yearseeh8eptember 30, 1993, 1992, and 1991
are presented below:

Aggregate  Aggregate Realized
1993 -m;;;)-cee(;s- ------ Cost Gf;l-i;_(-lross)
Corr-l-m“ingled equi-t-)-/ ----- $ 3,12(;,-;51 $ 2,547,364 $573187
Specialized equity 3,914,772 3,594,964 319,808
Armstrong stock 432,085 455,198 (23,113)
OTC portfolio 604,721 605,084 (363)
$8,072,129 $7,202,610 $ 869,519
1992
Corr_1;11“ingled equity $2,463,737 $1,915,982 $ 547,755
Specialized equity 2,348,309 1,935,491 412,818
Armstrong stock 147,651 163,187 (15,536)
$4,959,697 4,014,660 $ 945,037
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RETIREMENT SAVINGS PLAN FOR SALARIED EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.
Notes to Financial Statements, (Continued)

Aggregate  Aggregate Realized

1991 -m;-r;)-cee(;s- ------ Cost Gf;l-i;_(-lross)
Com-mingled equi-t-)-/ ----- $16,92-7-,g65 $14,025,757 $2901808
Specialized equity 16,166,560 12,197,339 3,969,221
Armstrong stock 113,470 264,123 (150,653)
$33,207,505 $26,487,219 $6,720,376

(4) Benefits

Under terms of the Plan, a participant (or a bereafy) is eligible for benefits upon retirementnténation of employment, or death before
retirement. Disbursement of the total amount cegtlib a participant's account is payable (i) inrag sum or (i) in the case of retirement, in
such other manner as requested by the participahapproved by the Plan Administrator. In additiamarticipant may elect to withdraw all
or any part of his account attributable to his dbntions.

If the amount of a withdrawal exceeds the amoumiootributions made by the participant and not jpresly withdrawn, the participant shall
be ineligible to make contributions for a speciffgtiod, except that a participant may elect tddriaw all or any portion of his account
attributable to tax deductible contributions.

Under the rules of the Plan, the participant maydw up to 90 percent of his account, other thaowamts attributable to tax deductible
contributions or amounts invested in the Armstr&bock Fund, with the approval of the Plan Admirgigir. The amount of the loan is
transferred to a Loan Reserve pledged as secorithé loan and is evidenced by a promissory nayalple to the Plan. Interest rates are
determined periodically by the Retirement Savinkgs Eommittee in accordance with prevailing interages. The loans are reflected in the
Loan Portfolio investment fund. Loan repaymentsraagle by payroll deductions or in a manner agredyy the employee and the Plan
Administrator.

(5) Obligation for Benefits

All the funds of the Plan are held by investingiitagions appointed by the Company under a trust@gent or insurance contract. Benefits
under the Plan are payable only out of these fuFlds.Company has no legal obligation to make argctipayment of benefits accrued under
the Plan.

Except as may be provided in an insurance contnatther the Company nor any investing institugarantees the funds of the Plan against
any loss or depreciation or guarantees the payofarty benefit hereunder. Although the Companyriwexpressed any intent to terminate
the Plan, it may do so at any time. In case of itgation or partial termination, the total amountich employee's account will be distributed
as the Plan Administrator directs.

(6) Federal Income Taxes

The Internal Revenue Service issued its latestid@tiation letter on November 14, 1989, which stated the Plan qualifies under the
applicable provisions of the Internal Revenue Caae therefore is exempt from federal income takXbs. Plan has been amended to conform
with current tax law changes. The amended Planim&nts will be submitted to the Internal RevenaeviBe for a letter of determination t
the Plan continues to qualify as exempt from feldasees. In the opinion of the Plan administratbe Plan remains qualified under the
applicable provisions of the Internal Revenue Code.
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INDEPENDENT AUDITORS' REPORT

The Retirement Committee
Armstrong World Industries, Inc.:

We have audited the accompanying statements afssets of the Retirement Savings Plan for Sal&hegdloyees of Armstrong World
Industries, Inc. as of September 30, 1993 and &9@2he related statements of changes in planyefuieach of the years in the three-year
period ended September 30, 1993. These finanai@reents are the responsibility of the Plan's mamagt. Our responsibility is to express
an opinion on these financial statements basedipaudits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of the Retirement Savi
Plan for Salaried Employees of Armstrong World Istthes, Inc. as of September 30, 1993 and 1992tendhanges in its plan equity for e
of the years in the three- year period ended Sdpes0, 1993, in conformity with generally accepaedounting principles.

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
February 25, 1994
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EXHIBIT INDEX
24 Consent of Independent Auditors
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Exhibit No. 24

Consent of Independent Auditors

The Retirement Committee
Armstrong World Industries, Inc.:

We consent to incorporation by reference in theiReggion Statement No. 33- 18996 on Form S-8 ehétrong World Industries, Inc. of our
report dated February 25, 1994, relating to theestants of net assets of the Retirement SavingsfBtéSalaried Employees of Armstrong
World Industries, Inc. as of September 30, 1993HftP and the related statements of changes inggjaity for each of the years in the three-
year period ended September 30, 1993, which répartluded hereir

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
March 22, 1994
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FORM 11-K

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

(Mark One)

[X] ANNUAL REPORT PURSUANT TO SECTION 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended September 30, 1993

OR

[] TRANSITION REPORT PURSUANT TO SECTION 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number-2116

RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.
(Full title of the Plan)

ARMSTRONG WORLD INDUSTRIES, INC.
Liberty and Charlotte Streets
Lancaster, Pennsylvania 17604

(Name of issuer of the securities held pursuatitécPlan and the address of its principal execuiifiee)



Page No.

Item 1. Statements of Net Assets 4
September 30, 1993 and 1992
Item 2. Statements of Changes in Plan Equity 5-7

(a) Year ended September 30, 1993
(b) Year ended September 30, 1992
(c) Year ended September 30, 1991

Notes to Financial Statements 8-11
Item 3. Independent Auditors' Report 12

Exhibits

24. Consent of Independent Auditors 14



SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the members of the committeetdating the administrator which
administers the plan have duly caused this anmypalrt to be signed by the undersigned hereuntoalitlyorized.

RETIREMENT SAVINGS PLAN FOR HOURLY-PAID
EMPLOYEES OF ARMSTRONG WORLD INDUSTRIES, INC.

March 25, 1994 By: /sl E. Allen Deaver

E. Allen Deaver
Chai rman of the Retirement Committee
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RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Commingled Speciali
Equity Fund Equity F

Assets:

Investments in master trust
at fair value (note 3) $4,608,160 $6,627,

Total assets

Plan equity $4,608,160 $6,627,
Asset Asset
Manager Fund Growth
Assets:
Investments in master trust
at fair value (note 3) $190
Total assets $190
Plan equity $190
Commingled Speciali
Equity Fund Equity F
Assets:

Investments in master trust
at fair value (note 3) $4,386,260 $4,477,

Total assets

Plan equity $4,386,260 $4,477,

Asset Asset

Manager Fund Growth

Assets:

Investments in master trust

at fair value (note 3) $ -
Total assets $ - $
Plan equity $ -- $

See accompanying notes to financial statements.

Statements of Net Assets
September 30, 1993 and 1992

1993
zed Money  Fixed Income Armstrong
und Market Fund Fund Stock Fund Por
445  $346,871 $43,948,437 $7,788,330
445  $346,871 $43,948,437 $7,788,330
445  $346,871 $43,948,437 $7,788,330
Magr. Loan
Fund Portfolio Fund Total
$97 $1,539,245 $64,993,046
$97 $1,539,245 $64,993,046
$97 $1,539,245 $64,993,046
1993
zed Money  Fixed Income Armstrong
und Market Fund Fund Stock Fund Por
432  $294,327 $39,221,724 $5,092,760
432 $294,327 $39,221,724 $5,092,760
432 $294,327 $39,221,724 $5,092,760

Mar. Loan
Fund Portfolio Fund Total

-- $1,103,257 $54,575,760

"oTC"
tfolio Fd.

"oTC"
tfolio Fd.



RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Years Ended September 30, 1993, 1992, and 1991

Commingled
Equity Fund

Plan equity at October 1, 1992 $4,386,260
Increases in plan equity:

Contributions 432,882

Dividends 142,358

Interest 7,356

Realized gain (loss) on

investments (note 3) 158,379

Unrealized appreciation

(depreciation) of investments 224,275

Loan (advances) and

repayments, net (79,125)

886,125

Decreases in plan equity:

Benefits paid (note 4) (308,376)

Transfers (to) from other

employee benefit plans of

Armstrong World Industries, (1,181)

Inc.

Interfund transfers (354,668)

Asset

Plan equity at October 1, 1992 $ -
Increases in plan equity:
Contributions 190
Dividends -
Interest --

Realized gain (loss) on

investments (note 3) --
Unrealized appreciation

(depreciation) of investments -
Loan (advances) and

repayments, net -

Decreases in plan equity:
Benefits paid (note 4) -
Transfers (to) from other
employee benefit plans of
Armstrong World Industries, --
Inc.
Interfund transfers -

Plan equity at September 30, 1993 $190

Statements of Changes in Plan Equity

1993

Specialized Money Fixed Income Armstro
Equity Fund Market Fund Fund Stock Fu
$4,477,432  $294,327 $39,221,724 $5,092,7
796,749 81,475 4,030,031 702,8
617,693 10,820 - 2144
11,427 3,128 3,318,955 13,2
48,725 - - 1,9

814,731 - - 2,2149

(92,389) (16,984) (236,907) (22,9
2,196,936 78,439 7,112,079 3,120,5
(107,764)  (40,716) (2,749,830) (216,7
(3,817) - (13,784) (10,0

64,658 14,821 378,248 (198,2
(46,923)  (25,895) (2,385,366) (425,0
$6,627,445  $346,871 $43,948,437 $7,788,3

Asset Mgr. Loan
Growth Fund Portfolio Fund Total

$1,103,257 $54,575,760

$

6,073,757

995,130
3,354,524

204,835
3,252,270

- 446,644 -

97 446,644 13,880,516

(3,423,784)

- (10,656)  (39,446)

- (10,656) (3,463,230)

$97 $1,539,245 $64,993,046

ng "OTC"

nd Portfolio Fd.
60 $ -
36 29,497
45 9,814
84 374
59) (310)
20 (1,656)
46) 1,707
80 39,426
67) (331)
08) -
35) 95,176
10) 94,845

30 $134,271



See accompanying notes to financial statements.

(Continued)
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RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Statements of Changes in Plan Equity, Continued

1992
Commingled Speci alized Money  Fixed Income Armstrong Loan
Equity Fund Equit y Fund Market Fund Fund Stock Fund Portfolio Fund  Total
Plan equity at October 1, 1991 $3,758,041 $3,5 02,807 $352,878 $34,293,818 $5,107,265 $ 761,699 $47,776,508
Increases in plan equity:
Contributions 429,830 6 40,502 63,402 3,779,889 748,535 -- 5,662,158
Dividends 157,950 5 15,922 14,162 -- 190,073 -- 878,107
Interest 5,164 8,723 2,845 3,275,530 13,178 -- 3,305,440
Realized gain on
investments (note 3) 57,980 81,125 -- -- 5,813 - 144,918
Loan (advances) and
repayments, net (62,676)  ( 74,436)  (13,006) (186,602) (25,410) 362,130 -
Transfers from other
employee benefit plans of
Armstrong World Industries,
Inc. -- -- 700 818 -- -- 1,518
588,248 1,1 71,836 68,103 6,869,635 932,189 362,130 9,992,141
Decreases in plan equity:
Unrealized appreciation
(depreciation) of
investments 203,794 (2 38,412) - - (566,379) - (600,997)
Benefits paid (note 4) (162,993) (1 76,350)  (24,291) (2,080,111) (127,575) (20,572) (2,591,892)
Interfund transfers (830) 2 17,551  (102,363) 138,382 (252,740) - -
39971 (1 97,211) (126,654) (1,941,729) (946,694) (20,572) (3,192,889)
Plan equity at September 30,
1992 $4,386,260 $4,4 77,432 $294,327 $39,221,724 $5,092,760 $1,103,257 $54,575,760
See accompanying notes to financial statements.
(Continued)
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RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Statements of Changes in Plan Equity, Continued

1991
Commingled Speci alized Money  Fixed Income Armstrong Loan
Equity Fund Equit y Fund Market Fund Fund Stock Fund Portfolio Fund  Total
Plan equity at October 1, 1990 $3,037,670 $2,1 29,534  $195,022 $30,122,339 $3,091,039 $522,591 $39,098,195
Increases in plan equity:
Contributions 445,194 5 16,834 51,645 3,641,394 878,406 -- 5,533,473
Dividends 111,230 1 32,294 19,415 -- 163,511 -- 426,450
Interest 4,302 5,652 3,143 3,041,576 6,399 -- 3,061,072
Realized gain (loss) on
investments (note 3) 577,668 (2 09,257) -- - (119,317) -- 249,094
Net unrealized appreciation
of investments 109,572 9 48,112 -- -- 1,264,500 -- 2,322,184
Loan (advances) and
repayments, net (40,523)  ( 22,263) 12,398  (171,387) (30,813) 252,588 -
Transfers from (to) other
employee benefit plans of
Armstrong World Industries,
Inc. 21,913 (2,383) 1,178 3,283 (6,119) 2,677 20,549
1,229,356 1,3 68,989 87,779 6,514,866 2,156,567 255,265 11,612,822
Decreases in plan equity:
Benefits paid (note 4) (297,082) (1 48,122)  (13,671) (2,349,041) (110,436) (16,157) (2,934,509)
Interfund transfers (211,903) 1 52,406 83,748 5,654  (29,905) - -
(508,985) 4,284 70,077 (2,343,387) (140,341) (16,157) (2,934,509)
Plan equity at September 30,

1991 $3,758,041 $3,5 02,807  $352,878 $34,293,818 $5,107,265 $761,699 $47,776,508

See accompanying notes to financial statements.



RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Notes to Financial Statements
(1) Summary of Significant Accounting Policies
(a) Basis of Presentation
The accompanying financial statements have begraped on the accrual basis.
(b) Investments in Master Trust

The fair value of the commingled equity, speciaieguity, over- the-counter portfolio, and Assetridger funds is based on the underlying
market value of the investments. The money martkad fs stated at cost which approximates fair valine fixed income fund is stated at
contract value which represents contributions piterest at the contract rate, less benefits gdid.value of the Armstrong stock fund is
based on quoted market price. The value of the paatiolio fund represents the unpaid principakofployee loans.

Securities transactions are recognized on theeswtlt date (the date on which payment for a bisebiorder is made or received), since
adjustment to a trade-date basis would not be matBividend income is recorded on the ex-dividelade.

Realized gains and losses on investments are detmirhy the average cost method.

(c) Expenses

All legal, accounting and administrative expensesoaiated with Plan operations are paid by the Gomp
(2) Plan Description

Armstrong World Industries, Inc. (the Company) hdspted the Retirement Savings Plan for Hourly-Eambloyees of Armstrong World
Industries, Inc. (the Plan). The Plan is a defioewdtribution plan established for the purpose okjating to eligible hourly-paid employees a
means for long-term savings intended for the acdatiom of retirement income in addition to that yided under other retirement plans
maintained for the benefit of employees.

During the Plan year ended September 30, 1993,fiwestment options were added to the Plan. Effectanuary 1, 1993, an over-the-
counter portfolio mutual fund was made availabledarticipant investment and, effective Septemhd9B3, three Asset Manager mutual
funds became investment options.

Participants may elect to make contributions toRfen in each of the following methods:
1. Up to 15% of their before-tax compensation, efeled compensation as permitted under Sectiotk¥01the Internal Revenue Code.
2. Up to 10% of their after-tax compensation.

Effective October 1, 1989, unless specifically pded for under a collective bargaining agreemetwben the Company and a bargaining
unit, the matching Company contribution feature @iasontinued. Employer contributions amounted36,611 and $294,259 for the years
ended September 30, 1991 and 1990, respectivelgmidoyer contributions were required for the yeraded September 30, 1992.

Separate accounts are maintained for contributizexde by or on behalf of a participant. The accoiméesach fund reflect the participants’
contributions together with dividends, intereshestincome, and realized and unrealized gains@sskb allocated thereon.

Participants have an immediate 100 percent ventedeist with respect to their contributions andfally vested with regard to matching
company contributions made in the years ended Bdgetie30, 1991 and 1990.
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RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Notes to Financial Statements, (Continued)
(3) Investments in Master Trust

Through the Plan year ended September 30, 199€tsasfsthe Plan were held in a Master Trust adrt@resl by Wachovia Bank and Trust
Co., N.A,, as Trustee. Effective October 1, 1988, Company appointed the Fidelity Management T@astas the new Trustee of the Plan.
The investment options offered to Plan participdmyt§idelity are comparable to those which were enavhilable by Wachovia.

Assets in the Master Trust, administered by Figetite segregated into nine investment optionsinantingled equity mutual fund (Fidelity
U.S. Equity Index Portfolio), a specialized equitytual fund (Fidelity Magellan), a money market caitfund (Fidelity Return Money
Market Portfolio), three Asset Manager mutual furats over-the-counter mutual fund (OTC Portfoliom#)y a fixed income fund, and an
Armstrong stock fund. The Plan utilizes the Trustad associated investment managers to directtimeas activity. At September 30, 1993,
Plan participants had funds invested in eight efittvestment alternatives.

The following is a description of the investmemdig to which Plan participants can elect to alle¢heir contributions.

1. Commingled Equity FundFhis fund is principally a portfolio of common st constructed and maintained with the objectiveroviding
investment results which approximate the overatiggemance of the common stocks included in the &ath & Poor's Composite Index of
500 stocks. At September 30, 1993, there were BR@eagparticipants in this investment fund.

2. Specialized Equity Fund - This fund investsamenon stocks of companies having substantial grgpntepects as determined by
independent investment managers. At Septemberd®3, there were 719 active participants in thigegiment fund.

3. Money Market Fund - This fund invests in sherdt (less than one year maturity) fixed incomerumaents such as U.S. Treasury Bills,
bank certificates of deposit, and high grade conciakpaper. At September 30, 1993, there were t&8eaparticipants in this investment
fund.

4. Fixed Income Fund - Contributions to this fumd mvested in the general accounts of insuranogeanies and are credited at contracted
interest rates. At September 30, 1993, the inteagéss ranged between 5.69% and 16.00%. Invesiecigal and accumulated interest
amounts are guaranteed against loss by the insicaamspany. At September 30, 1993, there were 236ti@e participants in this investment
fund.

5. Asset Manager Fund - An asset allocation funitvimvests in a portfolio of stocks, bonds, andrsterm instruments. The fund has a
balanced investment strategy with a goal of highlteeturn with reduced risk over the long term.S&ptember 30, 1993, there were 2 active
participants in this investment fund.

6. Asset Manager Growth Fund - An asset allocdtiod invested in a diversified mix of stocks, bonalsd shorterm instruments. The funt
investment strategy is an aggressive one emphgsircks with the goal of maximum total return otrer long term. At September 30, 1993,
there were 3 active participants in this investnfentl.

7. Asset Manager Income Fund - An asset allocdtiod which invests in a diversified portfolio obsks, bonds, and short-term instruments.
The fund has a conservative investment strategysiog on bonds and short- term instruments to a&ehaehigh level of current income and
capital preservation. At September 30, 1993, theme no active participants in this investment fund

8. OTC Portfolio Fund - This fund invests in setias traded in the over- the-counter securitiesketavith the objective of maximizing
capital appreciation. Over-ttedunter securities include common and preferreckstcsecurities convertible into common stock, aats, anc
debt instruments. At September 30, 1993, there @@tactive participants in the investment fund.
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RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Notes to Financial Statements, (Continued)

9. Armstrong Stock Fund - Amounts invested in thisd, along with dividend earnings thereon, aregted in Armstrong common stock. At
September 30, 1993, there were 1,754 active pgaitits in this investment fund. Common stock shiaeds by the fund at September 30, 1
and 1992 were 187,107 and 171,908, respectively.

10. Loan Portfolio Fund - The amount in this fueg@nesents the unpaid principal balances of loarderbg Plan participants in accordance
with established loan provision guidelines. At ®eplber 30, 1993, there were 778 loans outstanding.

The following table presents the cost and fair alaf the investments in securities of the Mastesflat September 30, 1993 and 1992:

September 30, 1993 September 30, 1992

Investment C ost Fair Value (}ostFal; Value
C(;-r;r-r:i;l_g-;led equitym-$ 3545_332 $ 4,608,160 $ 3,5;1_7_,70-7-"_?5:-4_1_,386,260
Specialized equity 5,349,154 6,627,445 4,013,872 4,477,432
Money market 346,871 346,871 294,327 294,327
Fixed income 43,948,437 43,948,437 39,221,724 39,221,724
Armstrong stock 6,218,563 7,788,330 5,737,913 5,092,760
OTC portfolio 135,927 134,271 -- --
Asset manager 190 190 -- --
Asset manager growth 97 97 -- --
Loan portfolio 1,539,245 1,539,245 1,103,257 1,103,257

$61,083,816 $64,993,046 $53,918,800 54,575,760

The amounts of realized gain (loss) on investmensecurities of the Master Trust for the yearseeh8eptember 30, 1993, 1992, and 1991
are presented below:

Aggregate  Aggregate Realized
1993 ““;-r;ceec-i-s- —————— Cost G;i-n“(-lross)
Corr;-m“ingled equ-i-t-);m- $ 81?;,-;95 $ 655,416 $158;379
Specialized equity 2,026,637 1,977,912 48,725
Armstrong stock 577,975 579,934 (1,959)
OTC portfolio 74,147 74,457 (310)
$3,492,554  $3,287,719 $ 204,835
1992
Corr;-m“ingled equity $ 261,808 $ 203,828 $ 57,980
Specialized equity 1,604,311 1,523,186 81,125
Armstrong stock 408,429 402,616 5,813
$22745548 $2,129,630 $144,918
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RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF ARMSTRONG WORLD INDUSTRIES, INC.

Notes to Financial Statements, (Continued)

Aggregate  Aggregate Realized

1991 ““;;;J-ceec-i-s- —————— Cost Gz;1-i;1“(-lross)
Corr;-m“ingled equ-i-t-);m- $3,532-,-;37 $2,955,069 $577668
Specialized equity 2,427,507 2,636,764 (209,257)
Armstrong stock 222,062 341,379 (119,317)
$6,182,306  $5,933,212 $ 249,004

(4) Benefits

Under terms of the Plan, a participant (or a bereafy) is eligible for benefits upon retirementnténation of employment, or death before
retirement. Disbursement of the total amount ceellib a participant's account is payable (i) inrag sum or (i) in the case of retirement, in
such other manner as requested by the participahapproved by the Plan Administrator. In additiamarticipant may elect to withdraw all
or any part of his account attributable to his dbntions.

If the amount of a withdrawal exceeds the amoumioatributions made by the participant and not joresly withdrawn, the participant shall
be ineligible to make contributions for a speciffgatiod, except that a participant may elect tddriaw all or any portion of his account
attributable to tax deductible contributions.

Under the rules of the Plan, the participant maydw up to 90 percent of his account, other thaowamts attributable to tax deductible
contributions or amounts invested in the Armstr&bock Fund, with the approval of the Plan Admimitdr. The amount of the loan is
transferred to a Loan Reserve pledged as secorithé loan and is evidenced by a promissory nayalple to the Plan. Interest rates are
determined periodically by the Retirement Savinlge Eommittee in accordance with prevailing interages. The loans are reflected in the
Loan Portfolio investment fund. Loan repaymentsragaele by payroll deductions or in a manner agredyy the employee and the Plan
Administrator.

(5) Obligation for Benefits

All the funds of the Plan are held by investingitagions appointed by the Company under a trust@gent or insurance contract. Benefits
under the Plan are payable only out of these fuifilds.Company has no legal obligation to make armgctipayment of benefits accrued under
the Plan.

Except as may be provided in an insurance contnaither the Company nor any investing institutjprarantees the funds of the Plan against
any loss or depreciation or guarantees the payofarty benefit hereunder. Although the Companyriwexpressed any intent to terminate
the Plan, it may do so at any time. In case of itestion or partial termination, the total amountich employee's account will be distributed
as the Plan Administrator directs.

(6) Federal Income Taxes

The Internal Revenue Service issued its latestmitation letter on November 14, 1989, which stated the Plan qualifies under the
applicable provisions of the Internal Revenue Cadle therefore is exempt from federal income taxXbs. Plan has been amended to conform
with current tax law changes. The amended Planimsnts will be submitted to the Internal RevenaeviBe for a letter of determination tt
the Plan continues to qualify as exempt from feldesees. In the opinion of the Plan administratbe Plan remains qualified under the
applicable provisions of the Internal Revenue Code.
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Independent Auditors' Report

The Retirement Committee
Armstrong World Industries, Inc.:

We have audited the accompanying statements afssets of the Retirement Savings Plan for Hourlg-Beployees of Armstrong World
Industries, Inc. as of September 30, 1993 and &9@2he related statements of changes in planyefuieach of the years in the three-year
period ended September 30, 1993. These finanai@reents are the responsibility of the Plan's mamagt. Our responsibility is to express
an opinion on these financial statements basedipaudits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of the Retirement Savi
Plan for Hourly-Paid Employees of Armstrong Wontdllistries, Inc. as of September 30, 1993 and 1882he changes in its plan equity for
each of the years in the three-year period endpteBier 30, 1993, in conformity with generally giteel accounting principles.

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
February 25, 1994
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24 Consent of Independent Auditors
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Exhibit No. 24

Consent of Independent Auditors

The Retirement Committee
Armstrong World Industries, Inc.:

We consent to incorporation by reference in theiReggion Statement No. 33- 18997 on Form S-8 ehétrong World Industries, Inc. of our
report dated February 25, 1994, relating to theestants of net assets of the Retirement SavingsfBtaHourly-Paid Employees of
Armstrong World Industries, Inc. as of Septemberi®®3 and 1992 and the related statements of elsdnglan equity for each of the years
in the three-year period ended September 30, 298i8h report is included herein.

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
March 22, 1994
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the members of the committeetdating the administrator which
administers the plan have duly caused this anmypalrt to be signed by the undersigned hereuntoalitlyorized.

RETIREMENT SAVINGS PLAN FOR HOURLY-PAID
EMPLOYEES OF THOMASVILLE FURNITURE
INDUSTRIES, INC.

March 25, 1994 By: /sl Richard O Mllen

Richard O MIllen
Secretary of Thomasville Hourly-Paid
Retirenent Conmittee



RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF THOMASVILLE FURNITURE INDUSTRIES, INC.
Statements of Net Assets
September 30, 1993 and 1992

1993
Commingled Speciali zed Money  Fixed Income Armstrong "OTC"
Equity Fund Equity F und Market Fund Fund  Stock Fund Por tfolio Fd.
Assets:
Investments in master trust
at fair value (note 3) $499,160 $1,803, 185 $13,805 $5,900,380 $828,332 $53,964
Total assets $499,160 $1,803, 185 $13,805 $5,900,380 $828,332 $53,964
Plan equity $499,160 $1,803, 185 $13,805 $5,900,380 $828,332 $53,964
Asset Lo an
Manager Fund Portfol io Fund Total
Assets:
Investments in master trust
at fair value (note 3) $313 $ 178,401 $9,277,540
Total assets $313 $ 178,401 $9,277,540
Plan equity $313 $ 178,401  $9,277,540
1992
Commingled Speciali zed Money  Fixed Income Armstrong "OTC"
Equity Fund Equity F und Market Fund Fund  Stock Fund Por tfolio Fd.
Assets:
Investments in master trust
at fair value (note 3) $12,302 $ 52, 039 $7,626 $1,565,638 $582,701 $ -
Total assets $12,302 $ 52, 039 $7,626 $1,565638 $582,701 $ -
Plan equity $12,302 $ 52, 039 $7,626 $1,565,638 $582,701 $ -
Asset Lo an
Manager Fund Portfol io Fund Total
Assets:
Investments in master trust
at fair value (note 3) $ - $ 98,931  $2,319,237
Total assets $ - $ 98,931 $2,319,237
Plan equity $ -- $ 98,931 $2,319,237

See accompanying notes to financial statements.



RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF THOMASVILLE FURNITURE INDUSTRIES, INC.
Statements of Changes in Plan Equity

Years Ended September 30, 1993, 1992, and 1991

1993
Commingled Specialized Money  Fixed Income Armstro
Equity Fund Equity Fund Market Fund Fund Stock Fu
Plan equity at October 1, 1992 $12,302 $52,039 $7,626 $1,565,638 $582,7
Increases in plan equity:
Contributions 8,195 24,213 5,157 331,489 48,9
Dividends 16,872 141,129 286 - 23,6
Interest 938 2,958 34 423,048
Realized gain (loss) on
investments (note 3) 7,012 2,555 -- - (5,7
Unrealized appreciation
(depreciation) of investments 26,902 236,224 - - 241,7
Transfers (to) from other
employee benefit plans of
Armstrong World Industries,
Inc. (note 2) 490,254 1,208,043 7,584 3,971,275 9,1
Loan (advances) and
repayments, net (32,520) (68,478) (2,493) 11,809 (1,0
517,653 1,546,644 10,568 4,737,621 317,3
Decreases in plan equity:
Benefits paid (note 4) (2,093) (3,363)  (3,225) (179,542) (67,0
Interfund transfers (28,702) 207,865 (1,164) (223,337) (4,6
(30,795) 204,502  (4,389) (402,879) (717
Plan equity at September 30, 1993 $499,160 $1,803,185 $13,805 $5,900,380 $828,3
Asset Loan
Manager Fund Portfolio Fund Total
Plan equity at October 1, 1992 $-- $98,931  $2,319,237
Increases in plan equity:
Contributions 12 -- 418,372
Dividends - -- 186,066
Interest 1 -- 427,580
Realized gain(loss) on
investments (note 3) - -- 4,550
Unrealized appreciation
(depreciation) of investments 5 -- 504,336
Transfers (to) from other
employee benefit plans of
Armstrong World Industries,
Inc. (note 2) -- (13,115) 5,673,196
Loan (advances) and
repayments, net 20 92,585 --
38 79,470 7,214,100
Decreases in plan equity:
Benefits paid (note 4) -- -- (255,797)
Interfund transfers 275 -- -
275 -- (255,797)
Plan equity at September 30, 1993 $313 $178,401  $9,277,540

ng "OTC"
nd Portfolio Fd.
01 $ -
34 372
98 4,081
95 6
99) 782
99 (594)
55 -
13) 90
69 4,737
91) (483)
47) 49,710
38) 49,227



See accompanying notes to financial statements.

(Continued)
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RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF THOMASVILLE FURNITURE INDUSTRIES, INC.

Statements of Changes in Plan Equity, Continued

1992
Commingled Speci alized Money  Fixed Income Armstrong Loan
Equity Fund Equit y Fund Market Fund Fund Stock Fund Portfolio Fund  Total
Plan equity at October 1, 1991  $ 6,883 $ 16,499 $1,741  $1,291,147 $603,178
Increases in plan equity:
Contributions 4,262 20,402 6,209 335,869 52,555 -- 419,297
Dividends 341 4,266 149 -- 22,669 -- 27,425
Interest 49 61 25 128,452 284 -- 128,871

Loan (advances) and

repayments, net (535) (2,372) (200) (91,545)  (3,521) 98,173 --
Transfers (to) from other

employee benefit plans of

Armstrong World Industries,

Inc. - - (700) 10,767 2,414 758 13,239

Decreases in plan equity:
Realized gain (loss) on

investments (note 3) 3 809 - - (5,305) - (4,493)

Unrealized appreciation

(depreciation) of investments 521 (2,518) - - (61,619) - (63,616)

Benefits paid (note 4) - (619) - (97,882) (22,433) - (120,934)

Interfund transfers 778 15,511 402 (11,170)  (5,521) - -
1,302 13,183 402 (109,052)  (94,878) - (189,043)

Plan equity at September 30,
1992 $12,302 $ 52,039 $7,626  $1,565,638 $582,701 $98,931 $2,319,237

See accompanying notes to financial statements.

(Continued)
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RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF THOMASVILLE FURNITURE INDUSTRIES, INC.

Statements of Changes in Plan Equity, Continued

Commingled
Equity Fund

Plan equity at October 1, 1990 $

Increases in plan equity:

Contributions 236
Dividends 133
Interest --

Net unrealized appreciation
of investments 1,218

Transfers from (to) other
employee benefit plans of
Armstrong World Industries,
Inc. 5,296

Decreases in plan equity:
Benefits paid (note 4) -
Realized loss on investments
(note 3) -
Interfund transfers --

Plan equity at September 30, 1991 $

See accompanying notes to financial statements.

6,883

1991

Specialized Money  Fixed Income Armstron

Equity Fund Market Fund Fund Stock Fu

$ - $ - $ 868,708 $416,34
884 478 291,467 52,03
425 59 - 20,38
- - 104,181 -
3,794 - - 145,30

11,396 1,204 59,244 1,45

16,499 1,741 454,892 219,18

- (32,535) (23,00

- —~ (9,26
- 82 (8

~  (32,453) (32,34

$ 16,499 $ 1,741 $1,291,147 $603,17

g

nd Total

1 $1,285,049
3 345,098
9 21,006
- 104,181
3 150,315
8 78,598
3 699,198
2) (55,537)
2)  (9,262)
2) -

6) (64,799)



RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF THOMASVILLE FURNITURE INDUSTRIES, INC.

Notes to Financial Statements

(1) Summary of Significant Accounting Policies

(a) Basis of Presentation
The accompanying financial statements have begraprd on the accrual basis.
(b) Investments in Master Trust

The fair value of the commingled equity, specialieguity, over- the-counter portfolio, and Assetdger funds is based on the underlying
market value of the investments. The money martkad s stated at cost which approximates fair valine fixed income fund is stated at
contract value which represents contributions piterest at the contract rate, less benefits gdid.value of the Armstrong stock fund is
based on quoted market price. The value of the paatiolio fund represents the unpaid principakofployee loans.

Securities transactions are recognized on theesstit date (the date on which payment for a bisebiorder is made or received), since
adjustment to a trade-date basis would not be matBividend income is recorded on the ex-dividelade.

Realized gains and losses on investments are datmtry the average cost method.

(c) Expenses

All legal, accounting and administrative expensesoaiated with Plan operations are paid by the Gomp
(2) Plan Description

Thomasville Furniture Industries, Inc. (the Compaaywholly-owned subsidiary of Armstrong World uslries, Inc., adopted on February 1,
1988, the Retirement Savings Plan for Hourly-PaithbByees of Thomasville Furniture Industries, Ifthe Plan). The Plan is a defined
contribution plan established for the purpose ofjating to eligible hourly-paid employees a meamsléng-term savings intended for the
accumulation of retirement income in addition tatthrovided under other retirement plans maintafoethe benefit of employees. Effective
January 1, 1992, the Plan was amended to provide farticipant loan feature.

The Company's Board of Directors amended the Rl&ective October 1, 1992, to permit former papasits of the Capital Accumulation
Plan for Commissioned Sales Representatives of @kwifle Furniture Industries, Inc. (the CAP Plam)riake a rollover contribution into the
Plan of their CAP Plan account balances. DuringPlas year ended September 30, 1993, rollover iboriions made to the Plan totaled $5.9
million. The CAP Plan participants are fully vesteith regard to their rollover amounts, but ardigible to make further contributions to the
Plan. CAP Plan participants are treated as menaf¢ne Plan with regard to provisions addressingétiment, distribution, withdrawal, and
loan eligibility.

During the Plan year ended September 30, 1993,fiwestment options were added to the Plan. Effectanuary 1, 1993, an over-the-
counter portfolio mutual fund was made availabledarticipant investment and, effective Septemhdi9B3, three Asset Manager mutual
funds became investment options.

Participants may elect to make contributions toRfen, up to 15 percent of their before-tax compgas, as deferred compensation as
permitted under Section 401(k) of the Internal RexeCode.

Separate accounts are maintained for contributizexde by or on behalf of a participant. The accoiméach fund reflect the participants'
contributions together with dividends, intereshestincome, and realized and unrealized gains@sskt allocated thereon.

-8-



RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF THOMASVILLE FURNITURE INDUSTRIES, INC.

Notes to Financial Statements, (Continued)

Participants have an immediate 100 percent ventedeist with respect to their contributions andfally vested with regard to matching
company contributions made through October 1, 1889date of discontinuance of the matching feature

(3) Investments in Master Trust

Through the Plan year ended September 30, 199€tsasfsthe Plan were held in a Master Trust adrt@resl by Wachovia Bank and Trust
Co., N.A,, as Trustee. Effective October 1, 1988, Company appointed the Fidelity Management T@astas the new Trustee of the Plan.
The investment options offered to Plan participdnyt$idelity are comparable to those which were enadhilable by Wachovia.

Assets in the Master Trust, administered by Figetite segregated into nine investment optionsinangingled equity mutual fund (Fidelity
U.S. Equity Index Portfolio), a specialized equitytual fund (Fidelity Magellan), a money market gaitfund (Fidelity Return Money
Market Portfolio), three Asset Manager mutual furats over-the-counter mutual fund (OTC Portfolim#) a fixed income fund, and an
Armstrong stock fund. The Plan utilizes the Trusted associated investment managers to directtmess activity. At September 30, 1993,
Plan participants had funds invested in seven invexst alternatives.

The following is a description of the investmemdig to which Plan participants can elect to alle¢heir contributions.

1. Commingled Equity FundFhis fund is principally a portfolio of common st constructed and maintained with the objectiveroviding
investment results which approximate the overatlqgemance of the common stocks included in the &ath & Poor's Composite Index of
500 stocks. At September 30, 1993, there were B8agarticipants in this investment fund.

2. Specialized Equity Fund - This fund investsamenon stocks of companies having substantial grgpndbpects as determined by
independent investment managers. At Septemberd®3, there were 81 active participants in this gtweent fund.

3. Money Market Fund - This fund invests in sherdt (less than one year maturity) fixed incomerumaents such as U.S. Treasury Bills,
bank certificates of deposit, and high grade conasrakpaper. At September 30, 1993, there were fi@eaparticipants in this investment
fund.

4. Fixed Income Fund - Contributions to this fumd mvested in the general accounts of insuranogenies and are credited at contracted
interest rates. At September 30, 1993, the inteadss ranged between 5.69% and 16.00%. Invesiecigal and accumulated interest
amounts are guaranteed against loss by the insicaamspany. At September 30, 1993, there were SBreguarticipants in this investment
fund.

5. Asset Manager Fund - An asset allocation funithvimvests in a portfolio of stocks, bonds, andrstierm instruments. The fund has a
balanced investment strategy with a goal of higalteeturn with reduced risk over the long term.S&ptember 30, 1993, there was one active
participant in this investment fund.

6. Asset Manager Growth Fund - An asset allocdtiod invested in a diversified mix of stocks, bonalsd shorterm instruments. The funt
investment strategy is an aggressive one emphgstircks with the goal of maximum total return otrex long term. At September 30, 1993,
there were no active participants in this investnfiend.

7. Asset Manager Income Fund - An asset allocdtiod which invests in a diversified portfolio obsks, bonds, and short-term instruments.
The fund has a conservative investment strategysiog on bonds and short- term instruments to a&ehaehigh level of current income and
capital preservation. At September 30, 1993, thene no active participants in this investment fund
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RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF THOMASVILLE FURNITURE INDUSTRIES, INC.

Notes to Financial Statements, (Continued)

8. OTC Portfolio Fund - This fund invests in setias traded in the over- the-counter securitiesketavith the objective of maximizing
capital appreciation. Over-the counter securitietuiide common and preferred stocks, securitiesertible into common stock, warrants, and
debt instruments. At September 30, 1993, thereamasactive participant in the investment fund.

9. Armstrong Stock Fund - Amounts invested in thizd, along with dividend earnings thereon, areegied in Armstrong common sto ck. At
September 30, 1993, there were 478 active partitsga this investment fund. Common stock sharéd e the fund at September 30, 1993
and 1992 were 19,900 and 19,669, respectively.

10. Loan Portfolio Fund - The amount in this fueg@nesents the unpaid principal balances of loargerbg Plan participants in accordance
with established loan provision guidelines. At ®epber 30, 1993, there were 96 loans outstanding.

The following table presents the cost and fair @alaf the investments in securities of the Mastasflat September 30, 1993 and 1992:

September 30, 1993 September 30, 1992
Investment E(-)-;“Fair Value Cost m;;i-r-Value
Commingled equity $ 470,519 § 499,160 10563 $ 12,302
Specialized equity 1,565,685 1,803,185 50,763 52,039
Money market 13,805 13,805 7,626 7,626
Fixed income 5,900,380 5,900,380 1,565,638 1,565,638
Armstrong stock 687,685 828,332 683,853 582,701
OTC protfolio 54,558 53,964
Asset manager 308 313
Loan portfolio 178,401 178,401 98,931 93,931
$8871341 $9277540 2417374 $2,319,237

The amounts of realized gain (loss) on investmignsgcurities of the Master Trust for the yearseeh8eptember 30, 1993, 1992, and 1991
are presented below:

Aggregate  Aggregate Realized
Proceeds  Cost Ga in (Loss)
1903
Corr;-m“ingled equity  $220,464  $213,452 $7,012
Specialized equity 238,812 236,257 2,555
Armstrong stock 76,506 82,305 (5,799)
OTC portfolio 104,846 104,064 782
$-640-628 -"-;-65-36,078 $4550
1992
Corr-l-m“ingled equity $ 402 $ 399 $ 3
Specialized equity 3,619 2,810 809
Armstrong stock 36,505 41,810 (5,305)
$40526  $ 45,019 $(4,493)
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RETIREMENT SAVINGS PLAN FOR HOURLY-PAID EMPLOYEES
OF THOMASVILLE FURNITURE INDUSTRIES, INC.

Notes to Financial Statements

Aggregate  Aggregate Realized
1991 Proceeds Cost Ga in (Loss)
Armstrong stock $ 23,083 $ 32,345 $(9,262)

(4) Benefits

Under terms of the Plan, a participant (or a bermafy) is eligible for benefits upon retirementnénation of employment, or death before
retirement. Disbursement of the total amount cegtlib a participant's account is payable (i) inrag sum or (i) in the case of retirement, in
such other manner as requested by the participahapproved by the Plan Administrator.

If the amount of a withdrawal exceeds the amoumatributions made by the participant and not joresly withdrawn, the participant shall
be ineligible to make contributions for a speciffgatiod, except that a participant may elect tddriaw all or any portion of his account
attributable to tax deductible contributions.

Under the rules of the Plan, the participant maydw up to 90 percent of his account, other thaowamts attributable to tax deductible
contributions or amounts invested in the Armstr&bock Fund, with the approval of the Plan Admirgigir. The amount of the loan is
transferred to a Loan Reserve pledged as secorithé loan and is evidenced by a promissory nayalple to the Plan. Interest rates are
determined periodically by the Retirement Savinlgs Eommittee in accordance with prevailing interages. The loans are reflected in the
Loan Portfolio investment fund. Loan repaymentsraeagle by payroll deductions or in a manner agredyy the employee and the Plan
Administrator.

(5) Obligation for Benefits

All the funds of the Plan are held by investingitusions appointed by the Company under a trust@ment or insurance contract. Benefits
under the Plan are payable only out of these fuifilds.Company has no legal obligation to make amgctipayment of benefits accrued under
the Plan.

Except as may be provided in an insurance contnather the Company nor any investing institugparantees the funds of the Plan against
any loss or depreciation or guarantees the payoferty benefit hereunder. Although the Companyriw®xpressed any intent to terminate
the Plan, it may do so at any time. In case of itestiron or partial termination, the total amountich employee's account will be distributed
as the Plan Administrator directs.

(6) Federal Income Taxes

The Internal Revenue Service issued its latesti@tiation letter on April 13, 1990, which stateditithe Plan qualifies under the applicable
provisions of the Internal Revenue Code and theedfbexempt from federal income taxes. The Planbe@n amended to conform with
current tax law changes. The amended Plan instrtswagh be submitted to the Internal Revenue Serfar a letter of determination that the
Plan continues to qualify as exempt from federegsaln the opinion of the Plan administrator, Bten remains qualified under the applice
provisions of the Internal Revenue Code.
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Independent Auditors' Report

The Retirement Committee
Thomasville Furniture Industries, Inc.

We have audited the accompanying statements afssets of the Retirement Savings Plan for Hourlg-Benployees of Thomasville
Furniture Industries, Inc. as of September 30, 12881992 and the related statements of changearirequity for each of the years in the
three-year period ended September 30, 1993. Themwcfal statements are the responsibility of tleemB management. Our responsibility is
to express an opinion on these financial statentsaged on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of the Retirement Savi
Plan for HourlyPaid Employees of Thomasville Furniture Industries, as of September 30, 1993 and 1992 and thegelsan its plan equi
for each of the years in the three-year period ér8ptember 30, 1993, in conformity with generattgepted accounting principles.

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
February 25, 1994
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Exhibit No. 24

Consent of Independent Auditors

The Retirement Committee
Thomasville Furniture Industries, Inc.:

We consent to incorporation by reference in theiReggion Statement No. 33- 18998 on Form S-8 ghétrong World Industries, Inc. of our
report dated February 25, 1994, relating to theestants of net assets of the Retirement SavingsfBtaHourly-Paid Employees of
Thomasville Furniture Industries, Inc. as of SedienB0, 1993 and 1992 and the related statemewtsapiges in plan equity for each of the
years in the thre-year period ended September 30, 1993, which répartluded herein.

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
March 22, 1994
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the members of the committeetdating the administrator which
administers the plan have duly caused this anmypalrt to be signed by the undersigned hereuntoalitlyorized.

ARMSTRONG WORLD INDUSTRIES, INC.
EMPLOYEE STOCK OWNERSHIP PLAN
("SHARE IN SUCCESS PLAN")

March 25, 1994 By: /sl E. Allen Deaver

E. Allen Deaver
Chai rman of the Retirement Committee
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ARMSTRONG WORLD INDUSTRIES, INC.
EMPLOYEE STOCK OWNERSHIP PLAN

Statements of Net Assets Available for Plan Bea&iptember 30, 1993 and 1992

1993 1992
Allocate d Unallocated Total Allocated Unallocated Total
Assets
Investment in Armstrong World
Industries, Inc. Preferred
Stock (note 2) $47,543,5 51 $216,483,904 $ 264,027,455 $ 35,521,083 $ 230,841,088 $ 266,362,171
Cash and short-term investments 3,2 61 972,034 975,295 54 1,006,462 1,006,516
Employee contributions receivable -- 505,921 505,921 -- 478,460 478,460
Employer contributions receivable -- 1,134,655 1,134,655 -- 733,683 733,683
Dividends receivable 1,007,0 39 4,587,620 5,594,659 752,909 4,892,935 5,645,844
Interest receivable 2 659 661 -- 190 190
Total assets 48,553,8 53 223,684,793 272,238,646 36,274,046 237,952,818 274,226,864
Liabilities
Guaranteed ESOP notes (note 5) -- 257,303,403 257,303,403 - 262,701,403 262,701,403
Accrued interest -- 6,425,906 6,425,906 - 6,674,337 6,674,337
Total liabilities -- 263,729,309 263,729,309 -- 269,375,740 269,375,740
Net assets available for plan benefits $ 48,553,8 53 $(40,044,516) $ 8,509,337 $ 36,274,046 $ (31,422,922) $ 4,851,124

See accompanying notes to financial statements.



ARMSTRONG WORLD INDUSTRIES, INC.
EMPLOYEE STOCK OWNERSHIP PLAN

Statements of Changes in Net Assets Available fam Benefits Years Ended September 30, 1993, 1062891

Increases:

Employee contributions (note 1) $ --
Employer contributions --
Dividends (note 2) 3,043,702
Interest income --
Allocation of preferred stock of
Armstrong World Industries, Inc.

11,570,821

Decreases:

Interest expense

Benefits paid (note 3)
Allocation of preferred stock of
Armstrong World Industries, Inc. --

(2,334,716

Net increase (decrease) 12,279,807

Net assets available for
plan benefits:

36,274,046

Beginning of period

End of period

Increases:

Employee contributions (note 1)

Employer contributions

Dividends (note 2)
Interest income

—

1993
Unallocated Total Allocated Un
$5,956,851 $5,956,851 $ - $
3,274,572 3,274,572 -
16,174,289 19,217,991 2,170,867 1
20,905 20,905 -

- 11,570,821 11,743,418
25,426,617 40,041,140 13,914,285 2

(22,477,390)

(22,477,390)

- @

~  (2,334,716) (1,303,347)

(11,570,821)

(11,570,821)

- @

(34,048,211) (36,382,927) (1,303,347) (3

(8,621,594)

(31,422,922)

3,658,213 12,610,938 (

4,851,124 23,663,108 (2

($40,044,516)

$8,509,337 $36,274,046 ($3

1,267,706

Allocation of preferred stock of
Armstrong World Industries, Inc.

Decreases:

Interest expense

Benefits paid (note 3)

11,981,706

(615,373)

Allocation of preferred stock of
Armstrong World Industries, Inc.

Net increase (decrease)

Net assets available for

plan benefits:

Beginning of period

End of period

See accompanying notes to financial statements.

12,634,039

11,029,069

1991
Unallocated Total
$5,611,128 $5,611,128
18,16_(-),336 ZI-._9,428,042
64,148 64,148
- 11,981,706
23835612 37,085,024

(23,230,439) (23,230,439)
—~  (615,373)

(11,981,706) (11,981,706)

(11,376,533) 1,257,506

(10,718,972)

310,097

($22,095,505) $1,567,603

5,836,465

2,338,248

7,192,736
28,843

$5,836,465
2,338,248

19,363,603
28,843

-- 11,743,418

2,980,291

(22,980,291)

- (1,303,347)

1,743,418)

9,327,417)

2,095,505)

1,422,922)

(11,743,418)

3,283,521

1,567,603

$4,851,124




ARMSTRONG WORLD INDUSTRIES, INC.
EMPLOYEE STOCK OWNERSHIP PLAN

Notes to Financial Statements

1. Plan Description

Armstrong World Industries, Inc. (the Company) bkthed the Armstrong World Industries, Inc. EmmeyStock Ownership Plan (the Plan)
in 1989. The Plan, which is both a stock bonus pldh a cash or deferred arrangement and an emplstpek ownership plan, is designed to
attract and keep employees possessing the quadtiesred for future growth of the Company. TherAt#ends to provide such employees
with additional incentive for enhanced performahbgegermitting eligible employees to acquire a piejary interest in the Company and to
accumulate capital for future economic security.

All employees of the Company and of certain donecesibsidiaries, who are at least twenty-one yelaag® and have completed one year of
service, are eligible to participate in the Planept for foreign nationals, leased employees, hogde employees in a collective bargaining
unit unless the collective bargaining agent fot tivdt agrees to coverage under the Plan.

Under the Plan, participants receive interest ares of Company preferred stock held by the trsistbdished under the Plan. The shares of
Company preferred stock held by the trust werelmsed from the Company from the proceeds of tleeafahe Guaranteed ESOP notes in a
total principal amount of $270,000,000 in 1989. glihres of preferred stock acquired with the prds@é the notes are held in a suspense
account and released to members' accounts astieare repaid. The shares are released in propactithe ratio of the proportion of
principal and interest paid down by any debt paynethe total principal and interest to be pai@mthe life of the notes.

The Plan maintains three accounts for each menobeohtributions and allocations of shares fromshspense account. Participants who
elect to reduce their before-tax compensation inwts ranging from one percent to four percentt{arge contributions) will have such
amounts credited to an exchange contribution adc@imares released from the suspense accountenfildh allocated to members' exchange
contribution accounts with a value as of the allimradate equal to the amount of their exchangéritnrions.

Shares released from the suspense account nofardeée purpose of exchange allocations will beadted to members' equity accounts
(equity allocations) based on an established shialeased schedule. The equity account is intet@ptbvide a source of funds to replace
certain retiree medical benefits which were phametdn conjunction with the adoption of this Pldme allocation schedule, therefore, is
designed to provide greater allocation of sharedder employees.

If any shares released from the suspense accauatnrainallocated after the exchange and equitgations, such shares will be allocated to
members' bonus accounts in proportion to the cdtexchange contributions made by a member tosthkeamge contributions made by all
members.

Participants have an immediate 100 percent veatedest with respect to their exchange contribgtidnterest in the Equity and Bonus
Accounts vest after five years of service.
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ARMSTRONG WORLD INDUSTRIES, INC.
EMPLOYEE STOCK OWNERSHIP PLAN

Notes to Financial Statements, (Continued)

2. Summary of Significant Accounting Policies

(a) Basis of Presentation
The accompanying financial statements have begraprd on an accrual basis.

(b) Investment in Armstrong World Industries, Inéreferred Stock

According to the terms of the trust agreement beiwdellon Bank, N.A., the Trustee, and Armstrongriédéndustries, Inc., the Trustee
manages a trust fund that has been created urel®tah and has been granted authority to purchmakeed stock of the Company as is
necessary to administer the Plan in accordanceitsiterms.

The investment in Company preferred stock at Seipéer80, 1993 and 1992, represents 5,529,371 aii8,2(b shares, respectively,
purchased at a cost per share of $47.75. Each shpreferred stock is convertible into one shd&r€a@mpany common stock. A dividend of
$3.462 per share per annum is payable semi-annualifte preferred stock held in the trust. Theearefl stock is redeemable at the option of
the holder at a redemption price of $47.75 peresphrs accrued but unpaid dividends.

(c) Expenses
All costs and expenses incurred in administerimgTttust and the Plan are paid by the Company.
3. Benefits

Upon death or any other separation from servicm fitee Company, participants are entitled to recaidéstribution of their vested ESOP
account. Distributions are in the form of a lumpnscash payment or, upon request, Company commaoh. Rarticipants entitled to a
distribution can direct the Trustee to either tedir ESOP Preferred Shares to the Company at shaee price of $47.75 or convert the sh
into shares of Company common stock on a one-ferbasis. Participants then may elect to receivie éiméire ESOP account balance in cash
or Company common stock.

During the years ended September 30, 1993 and #ié8€ibutions were made to participants of $2,328, representing 48,894 shares, and
$1,303,347 representing 27,296 shares, respectively
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ARMSTRONG WORLD INDUSTRIES, INC.
EMPLOYEE STOCK OWNERSHIP PLAN

Notes to Financial Statements, (Continued)
4. Plan Termination

While it is intended to be permanent, the Plan mayerminated at anytime by the Company's Boaiifctors. Upon Plan termination, all
participants become fully vested in their entiredPSaccount balance. Any unallocated shares hetléb¥rust will be either sold to the
Company or converted to Company common stock agl $bld to the Company or sold on the open mank@thever produces the greatest
cash proceeds. The cash proceeds will be usedisfyseny outstanding Guaranteed ESOP notes, Wwélbalance of any excess proceeds
being allocated to individual ESOP account balameea pro-rated basis.

5. Guaranteed ESOP Notes

The Company has guaranteed the payment of prinaimhinterest on the notes. The notes must bed-@paemi-annual installments with
interest per annum at 8.43% on the Series A Gueedrfberial ESOP Notes due 192001 ($137,260,403 and $142,658,403 at Septenth
1993 and 1992, respectively) and 9.0% on the SBriésiaranteed Serial ESOP Notes due 2001-2004 (#42000 at September 30, 1993
and 1992). The scheduled amortization of the nfotlethe next five fiscal years is as follows:

1994 - $7,349,000; 1995 - $9,549,000; 1996 - $12@MID; 1997 - $14,801,000; 1998 - $17,908,000.

6. Company Contributions

The Company is obligated to make seanitual contributions in cash or Company stock ¢oRtan, on June 15 and December 15 of each
which when aggregated with all exchange contrimgjalividends received by the Trustee on the mesdestock held by the Trust, and trust
earnings, is at least equal to the amount necessaryable the Trustee to pay currently maturinggabions under the Guaranteed ESOP
notes.

7. Federal Income Taxes

The Plan has received a letter of favorable detsatitin for tax qualifications from the Internal Rewe Service on August 20, 1991.
Accordingly, the Plan qualifies under the provisiaf Sections 401(a),
401(k), and 4975(e)(7) of the Internal Revenue Canttkis exempt from federal income taxes.
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INDEPENDENT AUDITORS' REPORT

The Retirement Committee
Armstrong World Industries, Inc.:

We have audited the accompanying statements afssets available for plan benefits of the Armstridfayld Industries, Inc. Employee Stc
Ownership Plan as of September 30, 1993 and 19 #hamrelated statements of changes in net assatalde for plan benefits for each of
the years in the three-year period ended Septethe993. These financial statements are the refibty of the plan's management. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referealbove present fairly, in all material respedts, financial position of the Armstrong World
Industries, Inc. Employee Stock Ownership Planfé@eptember 30, 1993 and 1992 and the changesniettassets available for plan bent
for each of the years in the three-year period ér8ptember 30, 1993, in conformity with generattgepted accounting principles.

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
February 25, 1994



EXHIBIT INDEX
24 Consent of Independent Auditors
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Exhibit No. 24

Consent of Independent Auditors

The Retirement Committee
Armstrong World Industries, Inc.:

We consent to incorporation by reference in theiReggion Statement No. 33- 29768 on Form S-8 ehétrong World Industries, Inc. of our
report dated February 25, 1994, relating to thiestants of net assets available for plan benefitiseoArmstrong World Industries, Inc.
Employee Stock Ownership Plan as of September@IB and 1992 and the related statements of chamges assets available for plan
benefits for each of the years in the three-yedogdeended September 30, 1993, which report isuged herein.

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
March 22, 1994
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Exhibit No. 28(ii)(e)
FORM 11-K

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

(Mark One)

[X] ANNUAL REPORT PURSUANT TO SECTION 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended September 30, 1993

OR

[] TRANSITION REPORT PURSUANT TO SECTION 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number-2116

SAVINGS PLAN FOR PRODUCTION AND MAINTENANCE
EMPLOYEES OF AMERICAN OLEAN TILE COMPANY, INC.
1000 Cannon Avenue
Lansdale, PA 19446
(Full title of the Plan)

ARMSTRONG WORLD INDUSTRIES, INC.
Liberty and Charlotte Streets
Lancaster, Pennsylvania 17604

(Name of issuer of the securities held pursuattiédPlan and the address of its principal execuiffiee)
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Pursuant to the requirements of the Securities &xgé Act of 1934, the members of the committeetdating the administrator which
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SAVINGS PLAN FOR PRODUCTION AND MAINTENANCE EMPLOYE ES
OF AMERICAN OLEAN TILE COMPANY
Statements of Net Assets
September 30, 1993 and 1992

1993
Commingled Specia lized Money Fixed Income Armstrong "OTC"
Equity Fund Equity Fund Market Fund  Fund Stock Fund P ortfolio Fd.  Total
Assets:
Investments in master trust
at fair value (note 3) $257,638  $66 8,079 $86,435 $3,122,566  $10,111 $24,959 $4,169,788
Total assets $257,638  $66 8,079 $86,435 $3,122,566  $10,111 $24,959 $4,169,788
Plan equity $257,638  $66 8,079 $86,435 $3,122,566  $10,111 $24,959 $4,169,788
1992
Commingled Specia lized Money Fixed Income Armstrong "oTC"
Equity Fund Equity Fund Market Fund  Fund Stock Fund P ortfolio Fd.  Total
Assets:
Investments in master trust
at fair value (note 3) $252,326  $45 9,743 $72,228  $3,104,287 $18,800 $ -- $3,907,384
Total assets $252,326  $45 9,743 $72,228  $3,104,287 $18,800 $ -- $3,907,384
Plan equity $252,326  $45 9,743 $72,228  $3,104,287 $18,800 $ -- $3,907,384

See accompanying notes to financial statements.



SAVINGS PLAN FOR PRODUCTION AND MAINTENANCE EMPLOYE
OF AMERICAN OLEAN TILE COMPANY, INC.
Statements of Changes in Plan Equity

Years Ended September 30, 1993, 1992, and 1991

1993
Commingled Spe cialized Money Fixed Income Armstrong
Equity Fund Equ ity Fund Market Fund Fund Stock Fund
Plan equity at October 1, 1992 $252,326 $459,743 $72,228 $3,104,287 $ 18,800
Increases in plan equity:
Contributions 17,894 60,637 16,039 261,081 1,290
Dividends 7,827 62,000 2,373 -- 524
Interest -- -- -- 235,754 --
Realized gain (loss) on
investments (note 3) 2,706 (1,609) -- -- 1,485
Unrealized appreciation
(depreciation) of investments 18,395 90,417 - - 2,946
46,822 211,445 18,412 496,835 6,245
Decreases in plan equity:
Benefits paid (30,004) (26,158) (9,669)  (454,479) (184)
Interfund transfers (11,506) 23,049 5,464 (24,077)  (14,750)
(41,510) (3,109) (4,205)  (478,556) (14,934)
Plan equity at September 30, 1993 $257,638 $668,079 $86,435 $3,122,566  $10,111
See accompanying notes to financial statements.
(Continued)
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"OoTC"
Portfolio Fd.  Total

1,769 358,710
1,866 74,590
-- 235,754

- 2,582

(496) 111,262

3,139 782,898

21,820 -

21,820  (520,494)

$24,959 $4,169,788




SAVINGS PLAN FOR PRODUCTION AND MAINTENANCE EMPLOYE
OF AMERICAN OLEAN TILE COMPANY, INC.
Statements of Changes in Plan Equity, Continued

1992
Commingled Specialized Money  Fixed Income Armst
Equity Fund Equity Fund Market Fund Fund Stock
Plan equity at October 1, 1991 $221,922 $415,299 $72,626 $2,818,105
Increases in plan equity:
Contributions 20,322 60,042 18,321 306,690
Dividends 8,967 58,102 2,931 -
Interest 271 3,026 45 257,703
29,560 121,170 21,297 564,393
Decreases in plan equity:
Benefits paid (16,534 ) (44,845) (9,228)  (225,615)
Fees - - (6) (14)
Realized gain (loss) on investments
(note 3) 1,004 (1,094) - --
Unrealized appreciation
(depreciation) of investments 13,178 (18,940) - -
Transfers from (to) other employee
benefit plans of (4,122 )  (16,970) (1,683) (32,519)
Armstrong World Industries, Inc.
Interfund transfers 7,318 5,123 (10,778) (20,063) 1
844 (76,726)  (21,695) (278,211) 1
Plan equity at September 30, 1992 $252,326 $459,743 $72,228 $3,104,287 $1
See accompanying notes to financial statements
(Continued)
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rong
Fund Total
-~ $3,527,952
263 405,638
357 70,357
- 261,045
620 737,040
- (296,222)
- (20)
- (90)
(220)  (5,982)
- (55,294)
8,400 -
8,180 (357,608)



SAVINGS PLAN FOR PRODUCTION AND MAINTENANCE EMPLOYE ES
OF AMERICAN OLEAN TILE COMPANY, INC.
Statements of Changes in Plan Equity, Continued

1991
Commingled Spe cialized Money  Fixed Income
Equity Fund Equ ity Fund Market Fund Fund Total
Plan equity at October 1, 1990 $233,836 $296,652 $85,295 $2,619,739 $3,235,522
Increases in plan equity:
Contributions 19,837 34,596 10,483 322,350 387,266
Dividends 17,445 2,529 - - 19,974
Interest 16 27 5,504 256,787 262,334
Unrealized appreciation of
investments 50,134 90,978 - - 141112
87,432 128,130 15,987 579,137 810,686
Decreases in plan equity:
Benefits paid (36,289) (27,457)  (20,046)  (425,973) (509,765)
Fees - - (72) - (72)
Realized gain (loss) on (10,771) 2,352 -- -- (8,419)
investments (note 3)
Interfund transfers (52,286) 15,622 (8,538) 45,202 -
(99,346) (9,483) (28,656) (380,771) (518,256)
Plan equity at September 30, 1991 $221,922 $415,299 $72,626 $2,818,105 $3,527,952

See accompanying notes to financial statements.



SAVINGS PLAN FOR PRODUCTION AND MAINTENANCE EMPLOYE ES
OF AMERICAN OLEAN TILE COMPANY

Notes to Financial Statements

(1) Summary of Significant Accounting Policies

(a) Basis of Presentation
The accompanying financial statements have begraprd on the accrual basis.
(b) Investments in Master Trust

The fair value of the commingled equity, specialieguity, over- the-counter portfolio, and Assetdger funds is based on the underlying
market value of the investments. The money martkad s stated at cost which approximates fair valine fixed income fund is stated at
contract value which represents contributions piterest at the contract rate, less benefits gdid.value of the Armstrong stock fund is
based on quoted market price. The value of the paatiolio fund represents the unpaid principakofployee loans.

Securities transactions are recognized on theessgtlt date (the date on which payment for a bisebiorder is made or received), since
adjustment to a trade-date basis would not be mhtBividend income is recorded on the ex-dividelade.

Realized gains and losses on investments are datmiry the average cost method.

(c) Expenses

All legal, accounting and administrative expensesoaiated with Plan operations are paid by the Gomp
(2) Plan Description

The Plan is a defined contribution plan, the puepalswhich is to provide a means for long-term sgsiintended for the accumulation of
retirement income in addition to that provided unolder retirement plans maintained for the bera#féamployees of American Olean Tile
Company, Inc. (the Company), a wholly-owned sulbsidof Armstrong World Industries, Inc. (Armstron@he Plan is subject to the
provisions of the Employee Retirement Income Séguct of 1974 (ERISA).

Participants may contribute to the Plan by elecingamount up to 10%, but not less than 2% of twinpensation.

Until December 31, 1989, the Company made a majatontribution to the Plan in an amount equal t%5§f a participant's contribution, up
to $400 per calendar year. Effective January 1018% matching Company contribution feature wasatitinued.

In the event of a withdrawal during employment aatigipant will not be permitted to resume makigiibutions until the first day of the
following January, April, July, or October.

Separate accounts are maintained for contributizexde by or on behalf of a participant. The accoiméach fund reflect the participants' ¢
Company-matching contributions together with altedadividends, interest, realized gains (losseshoestments, and unrealized
appreciation (depreciation) of investments.

Participants have an immediate 100 percent vestedest with respect to their contributions andfallg vested with regard to matching
company contributions made through January 1, 19@0cdate of discontinuance of the matching feature
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SAVINGS PLAN FOR PRODUCTION AND MAINTENANCE EMPLOYE ES
OF AMERICAN OLEAN TILE COMPANY

Notes to Financial Statements, (Continued)
(3) Investments in Master Trust

Through the Plan year ended September 30, 19%tsasfsthe Plan were held in a Master Trust adr@resl by Wachovia Bank and Trust
Co., N.A,, as Trustee. Effective October 1, 198&, €Company appointed the Fidelity Management T@astas the new Trustee of the Plan.
The investment options offered to Plan participdmyt$idelity are comparable to those which were enavhilable by Wachovia, except that
the Plan permitted an investment option in Armsgroommon stock effective October 1, 1991.

Assets in the Master Trust, administered by Figetite segregated into nine investment optionsinantingled equity mutual fund (Fidelity
U.S. Equity Index Portfolio), a specialized equitytual fund (Fidelity Magellan), a money market naltfund (Fidelity Return Money
Market Portfolio), three Asset Manager mutual furats over-the-counter mutual fund (OTC Portfoliom#)y a fixed income fund, and an
Armstrong stock fund. The Plan utilizes the Trustad associated investment managers to directtimeas activity. At September 30, 1993,
Plan participants had funds invested in six ofitivestment alternatives.

The following is a description of the investmentds to which Plan participants can elect to alledthéir contributions.

1. Commingled Equity FundTFhis fund is principally a portfolio of common st constructed and maintained with the objectiveroviding
investment results which approximate the overatiqggemance of the common stocks included in the &ath & Poor's Composite Index of
500 stocks. At September 30, 1993, there were &fgeaparticipants in this investment fund.

2. Specialized Equity Fund - This fund investsamenon stocks of companies having substantial grpntepects as determined by
independent investment managers. At Septemberd®3, there were 167 active participants in thiggiment fund.

3. Money Market Fund - This fund invests in sherat (less than one year maturity) fixed incomeruraents such as U.S. Treasury Bills,
bank certificates of deposit, and high grade consiakpaper. At September 30, 1993, there were @8egparticipants in this investment
fund.

4. Fixed Income Fund - Contributions to this fumd mvested in the general accounts of insuranogenies and are credited at contracted
interest rates. At September 30, 1993, the inteagéss ranged between 5.69% and 16.00%. Invesiecigal and accumulated interest
amounts are guaranteed against loss by the ingicaamapany. At September 30,1993, there were 51@eguarticipants in this investment
fund.

5. Asset Manager Fund - An asset allocation funitvimvests in a portfolio of stocks, bonds, andrsterm instruments. The fund has a
balanced investment strategy with a goal of higalteeturn with reduced risk over the long term S&ptember 30, 1993, there were no active
participants in this investment fund.

6. Asset Manager Growth Fund - An asset allocdtion invested in a diversified mix of stocks, bonalsd shorterm instruments. The funt
investment strategy is an aggressive one emphgsircks with the goal of maximum total return otrer long term. At September 30, 1993,
there were no active participants in this investnfiend.

7. Asset Manager Income Fund - An asset allocdtind which invests in a diversified portfolio obsks, bonds, and short-term instruments.
The fund has a conservative investment strategysiag on bonds and short- term instruments to &ehaehigh level of current income and
capital preservation. At September 30, 1993, theme no active participants in this investment fund

8. OTC Portfolio Fund - This fund invests in setias traded in the over- the-counter securitiesketavith the objective of maximizing
capital appreciation. Over-the counter securitietlide common and preferred stocks, securitiesantible into common stock, warrants, and
debt instruments. At September 30, 1993, there Waive participants in the investment fund.
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SAVINGS PLAN FOR PRODUCTION AND MAINTENANCE EMPLOYE ES
OF AMERICAN OLEAN TILE COMPANY

Notes to Financial Statements, (Continued)

9. Armstrong Stock Fund - Amounts invested in thisd, along with dividend earnings thereon, aregted in Armstrong common stock. At
September 30, 1993, there were 8 active particgiarthis investment fund. Common stock shares bglithe fund at September 30, 1993
1992 were 243 and 635, respectively.

The following table presents the cost and fair galaf the investments in securities of the MastesfTat September 30, 1993 and 1992:

September 30, 1993 September 30, 1992

Investment C- ost Fair Value Cost "-E;i-r-Value
Commingled equity  $ 226,065 $ 257,638 $ 239,148 $ 252,326
Specialized equity 596,602 668,079 478,683 459,743
Money market 86,435 86,435 72,228 72,228
Fixed income 3,122,566 3,122,566 3,104,287 3,104,287
Armstrong stock 7,385 10,111 19,020 18,800
OTC portfolio 25,455 24,959 -- --

$4,064,508 $4,169,788 $3913366 $3,007,384

The amounts of realized gain (loss) on investmiensecurities of the Master Trust for the yearseeh8eptember 30, 1993, 1992, and 1991
are presented below:

Aggregate  Aggregate Realized
1993 -m;-r;)-cee-(;s ------ Cost G;;-(-I:_c)ss)
Corr;-m“ingled equi-t-;/ ----- $ 42;)10 $ 39,304 -$2706
Specialized equity 65,167 66,776 (1,609)
Armstrong stock 14,934 13,449 1,485
$122,111  $119,529 $ 2,582
1992
Corr;-m“ingled equity $18,838 $17,834 $ 1,004
Specialized equity 65,798 66,892 (1,094)
$_84E_336 _$8_4726 $_(90)
1991
Corr;-m“ingled equity $116,477  $127,248 $(10,771)
Specialized equity 86,317 83,965 2,352
$é02-794 ----;511,213 ;-(-é:Z19)
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SAVINGS PLAN FOR PRODUCTION AND MAINTENANCE EMPLOYE ES
OF AMERICAN OLEAN TILE COMPANY

Notes to Financial Statements, (Continued)
(4) Benefits

Under terms of the Plan, a participant (or a bereafy) is eligible for benefits upon retirementnténation of employment, or death before
retirement. Disbursement of the total amount ceellib a participant's account is payable (i) inrag sum or (i) in the case of retirement, in
such other manner as requested by the participahapproved by the Plan Administrator. In additiamarticipant may elect to withdraw all
or any part of his account attributable to his dbntions.

If the amount of a withdrawal exceeds the amoumioatributions made by the participant and not joresly withdrawn, the participant shall
be ineligible to make contributions for a speciffggtiod, except that a participant may elect tddriaw all or any portion of his account
attributable to tax deductible contributions.

(5) Obligation for Benefits

All the funds of the Plan are held by investingitagions appointed by the Company under a trust@gent or insurance contract. Benefits
under the Plan are payable only out of these fuFlds.Company has no legal obligation to make argctipayment of benefits accrued under
the Plan.

Except as may be provided in an insurance contnaither the Company nor any investing institutjprarantees the funds of the Plan against
any loss or depreciation or guarantees the payofarty benefit hereunder. Although the Companyriwexpressed any intent to terminate
the Plan, it may do so at any time. In case of itgation or partial termination, the total amountich employee's account will be distributed
as the Plan Administrator directs.

(6) Federal Income Taxes

The Internal Revenue Service has made a determimtitat the Plan has complied with the requiremehEBRISA and, therefore, is qualified
under the provisions of Section 401(a) of the méRevenue Code and is exempt from federal incame
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Independent Auditors' Report

The Executive Committee
American Olean Tile Company, Inc.:

We have audited the accompanying statements afssets of the Savings Plan for Production and Maarice Employees of American
Olean Tile Company, Inc. (the Plan) as of Septeribed 993 and 1992, and the related statementsaofges in plan equity for each of the
years in the thre-year period ended September 30, 1993. These falatatements are the responsibility of the Plar@asagement. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatem@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of the Plan as of
September 30, 1993 and 1992, and the changesnreglaty for each of the years in the three-yeaiopeended September 30, 1993, in
conformity with generally accepted accounting piples.

Philadelphia, Pennsylvania
March 16, 1994
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EXHIBIT INDEX
24 Consent of Independent Auditors
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Exhibit No. 24 Consent of Independent Auditors

The Executive Committee
American Olean Tile Company, Inc.:

We consent to incorporation by reference in theif®eggion Statement No. 33- 60070 on Form S-8 ghgétrong World Industries, Inc. of our
report dated March 16, 1994 relating to the statemef net assets of the Savings Plan for Produetiad Maintenance Employees of
American Olean Tile Company, Inc. as of SeptemiBerl893 and 1992 and the related statements ofjelsan plan equity for each of the
years in the thre-year period ended September 30, 1993, which réportluded herein.

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
March 22, 1994
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SAVINGS PLAN FOR SALARIED EMPLOYEES
OF AMERICAN OLEAN TILE COMPANY
Statements of Net Assets
September 30, 1993 and 1992

1993
Commingled Speciali zed Money  Fixed Income Armstrong
Equity Fund Equity F und Market Fund Fund  Stock Fund Por
Assets:
Investments in master trust
at fair value (note 3) $1,344,427 $2,250, 245  $379,911 $10,423,771  $47,845
Total assets $1,344,427 $2,250, 245  $379,911 $10,423,771  $47,845
Plan equity $1,344,427 $2,250, 245  $379,911 $10,423,771  $47,845
Asset Asset Magr. Loan
Manager Fund Growth Fund Portfolio Fund Total
Assets:
Investments in master trust
at fair value (note 3) $80 $17 ,153 $423,830 $15,062,527
Total assets $80 $17 ,153 $423,830 $15,062,527
Plan equity $80 $17 ,153 $423,830 $15,062,527
1992
Commingled Speciali zed Money  Fixed Income Armstrong
Equity Fund Equity F und Market Fund Fund  Stock Fund Por
Assets:
Investments in master trust
at fair value (note 3) $1,205,383 $ 1,397, 522  $461,412 $10,144,449  $21,271
Total assets $1,205,383 $ 1,397, 522  $461,412 $10,144,449  $21,271
Plan equity $1,205,383 $ 1,397, 522  $461,412 $10,144,449  $21,271
Asset Asset Mar. Loan
Manager Fund Growth Fund Portfolio Fund Total
Assets:
Investments in master trust
at fair value (note 3) $-- $-- $275,100 $13,505,137
Total assets $-- $-- $275,100 $13,505,137
Plan equity $-- $-- $275,100 $13,505,137

See accompanying notes to financial statements.

"oTC"
tfolio Fd.

"oTC"
tfolio Fd.



SAVINGS PLAN FOR SALARIED EMPLOYEES
OF AMERICAN OLEAN TILE COMPANY, INC.

Years Ended September 30, 1993, 1992, and 1991

Commingled
Equity Fund
Plan equity at October 1, 1992 $1,205,383
Increases in plan equity:
Contributions 157,397
Dividends 39,894
Interest 4,374
Realized gain(loss) on
investments (note 3) 20,198
Unrealized appreciation
(depreciation) of investments 90,326
Loan (advances) and
repayments, net (26,357)
Transfers (to) from other
employee benefit plans of
Armstrong World Industries,
Inc. 1,478
287,310
Decreases in plan equity:
Benefits paid (114,149)
Interfund transfers (34,117)

Asset
Manager Fund

Plan equity at October 1, 1992 $--

Increases in plan equity:
Contributions 80
Dividends --
Interest --

Realized gain(loss) on

investments (note 3) -
Unrealized appreciation

(depreciation) of investments --
Loan (advances) and

repayments, net -
Transfers (to) from other

employee benefit plans of

Armstrong World Industries,

Inc. --

80
Decreases in plan equity:
Benefits paid --
Interfund transfers --
Plan equity at September 30, 1993 $80

Statements of Changes in Plan Equity

1993

Specialized  Money
Equity Fund Market Fund

Fixed Income Armstro
Fund Stock Fu

$1,397,522 $461,412 $10,144,449 $21,2

268,666 76,458

623,188 12,6

194,534 12,385 - 10
8,879 2,992 828,198
919 - - (
296,726 - - 121
(18,752)  (25,237)  (71,144) 3
76,216 - 8930 25

(72,439)
150,457  (75,660)

1,389,172 28,7

(924,027) (1,0
(185,823) (1,0

25,535  (148,099) (1,109,850) (2,1

$2,250,245 $379,911 $10,423,771  $47,8

Asset Mgr. Loan
Growth Fund Portfolio Fund Total
$ - $275,100 $13,505,137
591 -- 1,166,600
-- - 261,119
46 -- 845,425
-- - 21,227
164 -- 369,269
71 138,560 -
-- 10,170 111,008
872 148,730 2,801,648
-- - (1,244,258)
16,281 - --
16,281 - (1,244,258)
$17,153 $423,830 $15,062,527

ng "OTC"

nd Portfolio Fd.
71 $ -
70 27,550
54 13,252
21 915
52) 162
40 (3,087)
11 2,548
76 11,638
20 52,978
51) (7,670)
95) 129,957



See accompanying notes to financial statements.

(Continued)
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SAVINGS PLAN FOR SALARIED EMPLOYEES
OF AMERICAN OLEAN TILE COMPANY, INC.
Statements of Changes in Plan Equity, Continued

1992
Commingled Special ized Money Fixed Income Armstrong Loan
Equity Fund Equity Fund Market Fund Fund Stock Fund Po rtfolio Fund Total
Plan equity at October 1,
1991 $897,517  $1,079 119 $437,425  $9,247,97 $-- $230,494 $11,892,525
Increases in plan equity:
Contributions 144,238 205 ,304 82,848 708,363 5,387 - 1,146,140
Dividends 39,528 160 ,851 17,977 - 436 - 218,792
Interest 780 8 ,144 - 851,354 - 42,349 902,627

Realized gain (loss) on

investments (note 3) 6,188 (319) -- - ?3) -- 5,866
Unrealized appreciation

(depreciation) of

investments 60,139 (50 ,625) - - (3,582) - 5,932

Transfers from (to) other

employee benefit plans of

Armstrong World Industries,

Inc. 78,421 20 ,620 27,440 58,510 18,779 6,380 210,150

329,294 343 ,975 128,265 1,618,227 21,017 48,729 2,489,507

Decreases in plan equity:

Benefits paid (76,406) (72 ,564)  (11,693) (716,136) (41) - (876,840)
Fees - - (35) (20) -- -- (55)
Interfund transfers 54,978 46 ,992 (92,550) (5,592) 295 (4,123) --
(21,428) (25 ,572) (104,278) (721,748 254 (4,123)  (876,895)
Plan equity at September ~ $1,205,383  $1,397 522  $461,412 $10,144,449  $21,271 $275,100 $13,505,137
30, 1992 ====

See accompanying notes to financial statements.

(Continued)
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SAVINGS PLAN FOR SALARIED EMPLOYEES
OF AMERICAN OLEAN TILE COMPANY, INC.
Statements of Changes in Plan Equity, Continued

1991
Commin gled Specialized Money  Fixed Income Loan
Equity Fund Equity Fund Market Fund Fund Portfolio Fund Total

Plan equity at October 1, 1990 $85 9,037  $691,650 $339,210 $8,211,379 $206,563 $10,307,839
Increases in plan equity:

Contributions 10 6,910 87,527 78,574 883,023 - 1,156,034

Dividends 6 6,715 6,042 - - - 72,757

Interest 65 63 26,733 807,835 25,720 860,416

Unrealized appreciation (depreciation)

of investments 20 0,622 230,098 - -- - 430,720

37 4,312 323,730 105,307 1,690,858 25,720 2,519,927

Decreases in plan equity:

Benefits paid (11 3,710) (73,137) (40,429)  (660,526) (6,061)  (893,863)

Fees -- -- (358) - -- (358)

Realized gain (loss) on investments

(note 3) 4 2,262) 6,082 - - - (36,180)

Transfers from (to) other employee benefit

plans of Armstrong World Industries, Inc.  ( 5,665) (13,142) (1,673) 7,114 8,526 (4,840)

Interfund transfers a7 4,195) 143,936 35,368 (855) (4,254) --

(33 5832) 63,739 (7,092)  (654,267) (1,789)  (935,241)

Plan equity at September 30, 1991 $89 7,517 $1,079,119  $437,425 $9,247,970 $230,494 $11,892,525

See accompanying notes to financial statements.



SAVINGS PLAN FOR SALARIED EMPLOYEES
OF AMERICAN OLEAN TILE COMPANY

Notes to Financial Statements

(1) Summary of Significant Accounting Policies

(a) Basis of Presentation
The accompanying financial statements have begraprd on the accrual basis.
(b) Investments in Master Trust

The fair value of the commingled equity, specialieguity, over- the-counter portfolio, and Assetdger funds is based on the underlying
market value of the investments. The money martkad fs stated at cost which approximates fair valine fixed income fund is stated at
contract value which represents contributions piterest at the contract rate, less benefits gdid.value of the Armstrong stock fund is
based on quoted market price. The value of the paatiolio fund represents the unpaid principakofployee loans.

Securities transactions are recognized on theessgtit date (the date on which payment for a bisebiorder is made or received), since
adjustment to a trade-date basis would not be matBividend income is recorded on the ex-dividelade.

Realized gains and losses on investments are datmtry the average cost method.

(c) Expenses

All legal, accounting and administrative expensesoaiated with Plan operations are paid by the Gomp
(2) Plan Description

The Plan is a defined contribution plan, the puepalswhich is to provide a means for long-term sgsiintended for the accumulation of
retirement income in addition to that provided unolder retirement plans maintained for the bera#fémployees of American Olean Tile
Company, Inc. (the Company), a wholly-owned sulbsidof Armstrong World Industries, Inc. (Armstron@he Plan is subject to the
provisions of the Employee Retirement Income Séguct of 1974 (ERISA).

Participants may contribute to the Plan in eactiheffollowing methods:

1. Up to 15%, but not less than 2%, of their consp#ion as deferred compensation as permitted Betdion 401(k) of the Internal Revenue
Code.

2. Up to 10%, but not less than 2%, of their conspdon.

Until December 31, 1989, the Company made a majatomtribution to the Plan in an amount equal t%58f a participant's contribution, up
to $400 per calendar year. Effective January 1018% matching Company contribution feature wasatitinued.

In the event of a withdrawal during employment wfaaunts attributable to before-tax contributionpagticipant will not be permitted to
resume making contributions until the first daydahuary, April, July, or October which follows twelmonths from the date of the
withdrawal.

In the event of a withdrawal during employment wfcaunts attributable to after-tax contributions aatigipant will not be permitted to resume
making contributions until the first day of thelfaing January, April, July, or October.

Separate accounts are maintained for contributizexde by or on behalf of a participant. The accoiméach fund reflect the participants' ¢
Company-matching contributions together with altedadividends, interest, realized gains (losseshoestments, and unrealized
appreciation (depreciation) of investments.

-8-



SAVINGS PLAN FOR SALARIED EMPLOYEES
OF AMERICAN OLEAN TILE COMPANY

Notes to Financial Statements, (Continued)

Participants have an immediate 100 percent ventedeist with respect to their contributions andfally vested with regard to matching
company contributions made through January 1, 19@0cate of discontinuance of the matching feature

Under the rules of the Plan, a participant maydwwrp to 50% of his or her account other than artatiributable to after-tax contributions
or amounts invested in the Armstrong Stock Funtbatiable to Company- matching contributions, sabje a $50,000 maximum, with the
approval of the Plan Administrator. The amounthef fban is transferred to a loan portfolio funddgled as security for the loan and is
evidenced by a promissory note payable to the Piderest rates are determined periodically byGbenpany in accordance with prevailing
interest rates. Loan repayments are made by pajedlictions or in a manner agreed to by the ppatitiand the Plan Administrator.

(3) Investments in Master Trust

Through the Plan year ended September 30, 19%tsasfsthe Plan were held in a Master Trust adr@resl by Wachovia Bank and Trust
Co., N.A,, as Trustee. Effective October 1, 198&, Company appointed the Fidelity Management T@astas the new Trustee of the Plan.
The investment options offered to Plan participdmyt§idelity are comparable to those which were enavhilable by Wachovia, except that
the Plan permitted an investment option in Armsgroommon stock effective October 1, 1991.

Assets in the Master Trust, administered by Figetite segregated into nine investment optionsinantingled equity mutual fund (Fidelity
U.S. Equity Index Portfolio), a specialized equitytual fund (Fidelity Magellan), a money market gaitfund (Fidelity Return Money
Market Portfolio), three Asset Manager mutual furats over-the-counter mutual fund (OTC Portfolim#) a fixed income fund, and an
Armstrong stock fund. The Plan utilizes the Trustad associated investment managers to directtimeas activity. At September 30, 1993,
Plan participants had funds invested in eight efittvestment alternatives.

The following is a description of the investmemdig to which Plan participants can elect to alle¢heir contributions.

1. Commingled Equity FundFhis fund is principally a portfolio of common st constructed and maintained with the objectiveroviding
investment results which approximate the overatlqgemance of the common stocks included in the &ath & Poor's Composite Index of
500 stocks. At September 30, 1993, there were 28@eaparticipants in this investment fund.

2. Specialized Equity Fund - This fund investsamenon stocks of companies having substantial grpntepects as determined by
independent investment managers. At Septemberd®3, there were 290 active participants in thiggiment fund.

3. Money Market Fund - This fund invests in sherdt (less than one year maturity) fixed incomerumaents such as U.S. Treasury Bills,
bank certificates of deposit, and high grade consrakpaper. At September 30, 1993, there were tfi@eaparticipants in this investment
fund.

4. Fixed Income Fund - Contributions to this fumd mvested in the general accounts of insuranogenies and are credited at contracted
interest rates. At September 30, 1993, the inteagéss ranged between 5.69% and 16.00%. Invesiecigal and accumulated interest
amounts are guaranteed against loss by the insicaamspany. At September 30, 1993, there were 5B8guarticipants in this investment
fund.

5. Asset Manager Fund - An asset allocation funitvimvests in a portfolio of stocks, bonds, andrsterm instruments. The fund has a
balanced investment strategy with a goal of higalteturn with reduced risk over the long term.S&ptember 30, 1993, there was one active
participant in this investment fund.

6. Asset Manager Growth Fund - An asset allocdtiod invested in a diversified mix of stocks, bonalsd shorterm instruments. The fun
investment strategy is an aggressive one emphgstircks with the goal of maximum total return otrex long term. At September 30, 1993,
there were 7 active participants in this investnfentl.
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SAVINGS PLAN FOR SALARIED EMPLOYEES
OF AMERICAN OLEAN TILE COMPANY

Notes to Financial Statements, (Continued)

7. Asset Manager Income Fund - An asset allocdtind which invests in a diversified portfolio obsks, bonds, and short-term instruments.
The fund has a conservative investment strategysiag on bonds and short- term instruments to &ehaehigh level of current income and
capital preservation. At September 30, 1993, theme no active participants in this investment fund

8. OTC Portfolio Fund - This fund invests in setias traded in the over- the-counter securitiesketavith the objective of maximizing
capital appreciation. Over-the counter securitietlide common and preferred stocks, securitiesantible into common stock, warrants, and
debt instruments. At September 30, 1993, there ®@ractive participants in the investment fund.

9. Armstrong Stock Fund - Amounts invested in thisd, along with dividend earnings thereon, aregted in Armstrong common stock. At
September 30, 1993, there were 49 active partitsgarthis investment fund. Common stock shared bglthe fund at September 30, 1993
and 1992 were 1,149 and 718, respectively.

10. Loan Portfolio Fund - The amount in this fueg@nesents the unpaid principal balances of loarterbg Plan participants in accordance
with established loan provision guidelines. At ®eplber 30, 1993, there were 105 loans outstanding.

The following table presents the cost and fair alaf the investments in securities of the Mastesflat September 30, 1993 and 1992:

September 30, 1993 September 30, 1992

lnvestment  Cost Fair Value Cost Fair Value
Commingled equity ~ $ 1,193,962 $ 1,344,427 $1,145244 $ 1,205,383
Specialized equity 2,004,144 2,250,245 1,448,147 1,397,522
Money market 379,911 379,911 461,412 461,412
Fixed income 10,423,771 10,423,771 10,144,449 10,144,449
Armstrong stock 39,287 47,845 24,853 21,271
OTC portfolio 178,352 175,265 -- --
Asset manager 80 80 -- --

Asset manager growth 16,989 17,153 -- --

Loan portfolio 423,830 423,830 275,100 275,100

$14,660,326 $15,062,527 $13,499,205 $13,505,137

The amounts of realized gain (loss) on investmignsgcurities of the Master Trust for the yearseeh8eptember 30, 1993, 1992, and 1991
are presented below:

Aggregate  Aggregate Realized
1993 _m;-r;)_cee-(;s ------ Cost Gt;\_i-n"(_ljoss)
Com-mingled equit—)-/ —————— $23?:,-i-49 $212,951 $201-98
Specialized equity 252,641 251,722 919
Armstrong stock 2,396 2,448 (52)
OTC portfolio 16,404 16,242 162
$504,590  $483,363 $ 21,227
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SAVINGS PLAN FOR SALARIED EMPLOYEES
OF AMERICAN OLEAN TILE COMPANY
Notes to Financial Statements, (Continued)

Aggregate  Aggregate Realized
1992 _m;-r;)_cee-(;s ------ Cost Gt;\_i-n"(_ljoss)
Com-mingled equit—)-/ —————— $ 93:;3-4-12 $ 87,654 $6188
Specialized equity 77,944 78,263 (319)
Armstrong stock 41 44 3)
$17;I.827 é165961 $5866
1991 T
Corr_1}11“ingled equity $457,017  $499,279 $(42,262)
Specialized equity 223,206 217,124 6,082
$680,223  $716,403 $(36,180)

(4) Benefits

Under terms of the Plan, a participant (or a bereafy) is eligible for benefits upon retirementnténation of employment, or death before
retirement. Disbursement of the total amount cegtlib a participant's account is payable (i) inrag sum or (i) in the case of retirement, in
such other manner as requested by the participahapproved by the Plan Administrator. In additiamarticipant may elect to withdraw all
or any part of his account attributable to his dbations.

If the amount of a withdrawal exceeds the amoumioatributions made by the participant and not joresly withdrawn, the participant shall
be ineligible to make contributions for a speciffgtiod, except that a participant may elect tddriaw all or any portion of his account
attributable to tax deductible contributions.

(5) Obligation for Benefits

All the funds of the Plan are held by investingitusions appointed by the Company under a trust@ment or insurance contract. Benefits
under the Plan are payable only out of these fuFlds.Company has no legal obligation to make argctipayment of benefits accrued under
the Plan.

Except as may be provided in an insurance contna¢ther the Company nor any investing institugarantees the funds of the Plan against
any loss or depreciation or guarantees the payofety benefit hereunder. Although the Companyriwexpressed any intent to terminate
the Plan, it may do so at any time. In case of itestion or partial termination, the total amountich employee's account will be distributed
as the Plan Administrator directs.

(6) Federal Income Taxes

The Internal Revenue Service has made a deterimintitat the Plan has complied with the requiremehERISA and, therefore, is qualified
under the provisions of Section 401(a) of the imi¢Revenue Code and is exempt from federal indame
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Independent Auditors' Report

The Executive Committee
American Olean Tile Company, Inc.:

We have audited the accompanying statements afssets of the Savings Plan for Salaried EmployeAserican Olean Tile Company, Ir
(the Plan) as of September 30, 1993 and 1992 henrbtated statements of changes in plan equitgdoh of the years in the thrgear perioc
ended September 30, 1993. These financial statsraemthe responsibility of the Plan's managent&mt.responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of the Plan as of
September 30, 1993 and 1992, and the changesglai®quity for each of the years in the threerypesiod ended September 30, 1993, in
conformity with generally accepted accounting piples

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
March 16, 1994
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EXHIBIT INDEX
24 Consent of Independent Auditors
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Exhibit No. 24

Consent of Independent Auditors

The Executive Committee
American Olean Tile Company, Inc.:

We consent to incorporation by reference in theiReggion Statement No. 33- 60070 on Form S-8 ehétrong World Industries, Inc. of our
report dated March 16, 1994 relating to the statemef net assets of the Savings Plan for Sal&iagloyees of American Olean Tile
Copmany, Inc. as of September 30, 1993 and 1992henstatement of related changes in plan equitgdch of the years in the three-year
period ended September 30, 1993, which reportisided herein.

KPMG PEAT MARWICK

Philadelphia, Pennsylvania
March 22, 1994
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