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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended September 30, 2017

OR

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: 001-14649

Trex Company, Inc.

(Exact name of registrant as specified in its charter)
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Delaware 54-1910453
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization) Identification No.)
160 Exeter Drive
Winchester, Virginia 22603-8605
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: (540) 542-6300
Not Applicable

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such

files). Yes No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act.:

Large accelerated filer Accelerated filer
Non-accelerated filer Smaller reporting company

Emerging growth company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined by Rule 12b-2 of the Exchange
Act):  Yes No

The number of shares of the registrant s common stock, par value $.01 per share, outstanding at October 17, 2017 was
29,424,889 shares.
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PART I

FINANCIAL INFORMATION

Item 1. Financial Statements

TREX COMPANY, INC.

Condensed Consolidated Statements of Comprehensive Income

(Unaudited)

(In thousands, except share and per share data)

Net sales
Cost of sales

Gross profit
Selling, general and administrative expenses

Income from operations
Interest expense, net

Income before income taxes
Provision for income taxes

Net income
Basic earnings per common share

Basic weighted average common shares
outstanding

Diluted earnings per common share

Diluted weighted average common shares
outstanding

Comprehensive income

Three Months Ended
September 30,

2017 2016
$ 140,194 $ 106,168
84,910 76,223
55,284 29,945
24,919 19,379
30,365 10,566
59 77
30,306 10,489
10,208 2,702
$ 20,098 $ 7,787
$ 068 % 0.27
29,404,049 29,295,284
$ 068 % 0.26
29,578,216 29,516,718
$ 20,098 $ 7,787

Nine Months Ended
September 30,

2017 2016
$ 442941 $ 384,294
250,473 235,312
192,468 148,982
75,409 64,786
117,059 84,196
515 1,108
116,544 83,088
39,715 27,871

$ 76,829 $ 55,217

$ 261§ 1.88

29,385,722 29,419,958

$ 260 $ 1.86

29,563,497 29,635,796

$ 76,829 $ 55,217

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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T n
TREX COMPANY, INC.
Condensed Consolidated Balance Sheets
(In thousands)
Assets

Current assets:

Cash and cash equivalents
Accounts receivable, net
Contract retainage

Inventories

Prepaid expenses and other assets
Revenues in excess of billings

Total current assets

Property, plant and equipment, net
Goodwill and other intangibles
Other assets

Total assets

Liabilities and Stockholders Equity
Current liabilities:

Accounts payable

Accrued expenses and other liabilities
Accrued warranty

Billings in excess of revenues
Customer deposits

Total current liabilities

Deferred income taxes
Non-current accrued warranty
Other long-term liabilities

Total liabilities

Commitments and contingencies

Stockholders equity:

Preferred stock, $0.01 par value, 3,000,000 shares authorized; none issued and

outstanding

Table of Contents

September 30,
2017
(Unaudited)

$ 25,541
70,802

1,893

26,029

3,912

4,706

132,883

102,788
72,544
2,981

$ 311,196

$ 15,960
41,327

6,725

1,353

953

66,318

894
29,733
2,676

99,621

December 31,
2016

$ 18,664
48,039

28,546
10,400

105,649

103,286
10,523
1,972

$ 221,430

$ 10,767
34,693
5,925

51,385

894
31,767
3,223

87,269
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Common stock, $0.01 par value, 80,000,000 shares authorized; 34,918,427
and 34,894,233 shares issued and 29,424,746 and 29,400,552 shares

outstanding at September 30, 2017 and December 31, 2016, respectively 349 349
Additional paid-in capital 120,667 120,082
Retained earnings 264,071 187,242
Treasury stock, at cost, 5,493,681 shares at September 30, 2017 and

December 31, 2016 (173,512) (173,512)
Total stockholders equity 211,575 134,161
Total liabilities and stockholders equity $ 311,196 $ 221,430

See Notes to Condensed Consolidated Financial Statements (Unaudited).
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TREX

COMPANY, INC.

Condensed Consolidated Statements of Cash Flows

(Unaudited)

(In thousands)

Operating Activities
Net income

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

Depreciation and amortization
Stock-based compensation

Loss (gain) on disposal of property, plant and equipment

Other non-cash adjustments

Changes in operating assets and liabilities:
Accounts receivable

Contract retainage

Inventories

Prepaid expenses and other assets
Revenues in excess of billings
Accounts payable

Accrued expenses and other liabilities
Billings in excess of revenues
Customer deposits

Income taxes receivable/payable

Net cash provided by operating activities

Investing Activities

Expenditures for property, plant and equipment
Proceeds from sales of property, plant and equipment
Acquisition of business

Net cash used in investing activities

Financing Activities

Borrowings under line of credit
Principal payments under line of credit
Repurchases of common stock
Financing costs

Proceeds from employee stock purchase and option plans

Table of Contents

Nine Months Ended
September 30,
2017 2016
$ 76,829 $ 55,217
12,065 10,893
3913 3,806
1,720 (189)
(405) (285)
(14,407) 1,580
55
4,860 6,597
2,987 (771)
(1,243)
1,203 (6,761)
(1,430) 5,005
(399)
(609)

7,698 8,487
92,837 83,579
(11,108) (8,534)

4,349
(71,523)

(82,631) (4,185)
201,000 242,700
(201,000) (249,700)
(3,617) (55,185)

(485)
288 218
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Net cash used in financing activities (3,329)
Net increase in cash and cash equivalents 6,877
Cash and cash equivalents, beginning of period 18,664
Cash and cash equivalents, end of period $ 25541
Supplemental Disclosure:

Cash paid for interest $ 416
Cash paid for income taxes, net $ 32,016

See Notes to Condensed Consolidated Financial Statements (Unaudited).

Table of Contents

(62,452)
16,942
5,995
$ 22,937
$ 849
$ 19435
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TREX COMPANY, INC.
Notes to Condensed Consolidated Financial Statements
For the Nine Months Ended September 30, 2017 and 2016

(Unaudited)

1. BUSINESS AND ORGANIZATION

Trex Company, Inc. (Company) is the world s largest manufacturer of wood-alternative decking and railing products,
with more than 25 years of product experience which are marketed under the brand name Trex®. The Company
manufactures and distributes high-performance, low-maintenance wood/plastic composite outdoor living products and
related accessories. A majority of its products are manufactured in a proprietary process that combines reclaimed
wood fibers and scrap polyethylene. On July 31, 2017, through its newly-formed, wholly-owned subsidiary, Trex
Commercial Products, Inc., the Company acquired certain assets and assumed certain liabilities of Staging Concepts
Acquisition, LLC (SC Company) and thus expanded its markets to also become a market leader for the design,
engineering and marketing of modular and architectural railing systems and solutions for the commercial and
multifamily markets, and a leading provider of staging, acoustical and seating systems for commercial markets,
including sports stadiums and performing arts venues. Additional information on the acquisition of SC Company is
presented in Note 6. The Company is incorporated in Delaware. The principal executive offices are located at 160
Exeter Drive, Winchester, Virginia 22603, and the telephone number at that address is (540) 542-6300. Subsequent to
the acquisition, the Company operates in two reportable segments, Trex Residential Products and Trex Commercial
Products.

2. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States for interim financial information and the instructions to
Form 10-Q and Article 10 of Regulation S-X, and accordingly, the accompanying condensed consolidated financial
statements do not include all of the information and footnotes required by accounting principles generally accepted in
the United States for complete financial statements. In the opinion of management, all adjustments (consisting of
normal and recurring adjustments except as otherwise described herein) considered necessary for a fair presentation
have been included in the accompanying condensed consolidated financial statements.

The unaudited condensed consolidated financial statements include the accounts of the Company and its
wholly-owned subsidiary, Trex Wood-Polymer Espana, S.L, for all periods presented. The Condensed Consolidated
Statements of Comprehensive Income and the Condensed Consolidated Statements of Cash Flows of the Company
include the operations and cash flows of Trex Commercial Products, Inc., its newly-formed, wholly-owned subsidiary,
from July 31, 2017 through September 30, 2017. The Company s Condensed Consolidated Balance Sheet includes the
assets and liabilities of Trex Commercial Products, Inc. at September 30, 2017. Trex Commercial Products, Inc. was
formed to acquire certain assets and assume certain liabilities of SC Company on July 31, 2017. Additional
information on the acquisition of SC Company is presented in Note 6.

The consolidated results of operations for the nine months ended September 30, 2017 are not necessarily indicative of
the results that may be expected for the fiscal year ending December 31, 2017. These condensed consolidated
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financial statements should be read in conjunction with the audited consolidated financial statements as of
December 31, 2016 and 2015 and for each of the three years in the period ended December 31, 2016 included in the
Annual Report of Trex Company, Inc. on Form 10-K, as filed with the U.S. Securities and Exchange Commission.

3. SIGNIFICANT ACCOUNTING POLICIES

In addition to the critical accounting policies included in the Company s Annual Report on Form 10-K for the year
ended December 31, 2016, the Company s critical accounting policies also currently include the following policies
implemented subsequent to and in connection with the SC Company acquisition:

Revenue Recognition

For Trex Commercial Products, the Company recognizes revenue using the percentage of completion method
measured by the ratio of direct costs incurred to date to estimated total costs for each contract. Contract costs include
all direct material, labor, subcontract and certain indirect costs. Administrative costs are charged to expense as
incurred. Provisions for estimated losses on uncompleted contracts are recognized when such losses are determined.
Changes in job performance, conditions and estimated profitability may result in revisions to costs and income and are
recognized in the period they are determined. Revenues recognized in excess of amounts billed are classified under
current assets. Billings in excess of revenues are classified under current liabilities.
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Concentrations and Credit Risk

In addition to its trade receivables, the Company assesses the credit risk exposure of its customers contracts receivable
by considering the length of time receivables may be past due, the customer s financial condition and ability to repay
the obligation, historical and expected credit loss experience, and other factors. Contracts receivable are carried at the
original invoice amount in accounts receivable in the Company s Condensed Consolidated Balance Sheet and are
generally due when billed, and contract retainage is generally due at the completion of the construction contract.

4. RECENTLY ADOPTED ACCOUNTING STANDARD

In March 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)

No. 2016-09, Compensation Stock Compensation (Topic 718): Improvements to Employee Share-Based Payment
Accounting. The standard amends certain aspects of accounting for employee share-based payment transactions,
including the accounting for income taxes related to those transactions and forfeitures. The standard requires
recognizing excess tax benefits and deficiencies on share-based awards in the tax provision instead of in equity. Also,
the standard requires these amounts to be classified as an operating activity, and shares withheld to satisfy employee
taxes to be classified as a financing activity in the statement of cash flows, rather than as currently classified as
financing and operating activities, respectively. The standard was effective for annual reporting periods beginning
after December 15, 2016 and interim periods within that reporting period, with early adoption permitted. The
Company elected to early adopt the standard in fiscal year 2016. The impact of the early adoption resulted in the
following:

The standard requires that excess tax benefits of the settlement or vesting of time-based restricted stock or
time-based restricted stock units and performance-based restricted stock or performance-based restricted
stock units be recorded within income tax expense. Prior to adoption this amount would have been recorded
as an increase in additional paid-in capital. Additionally, the standard requires that excess tax benefits are
now reported as an operating activity in the Company s Consolidated Statements of Cash Flows, rather than
as a financing activity as was previously reported. The Company applied this guidance prospectively as of
January 1, 2016 during the quarterly period ended December 31, 2016, and, accordingly, data previously
reported for the three and nine months ended September 30, 2016 have been adjusted, as follows:

Three Months Ended September 30, 2016
As Reported Adjusted
(in thousands, except share

and per share data)

Provision for income taxes $ 3,591 $ 2,702
Net Income $ 6,898 $ 7,787
Basic net income per share $ 0.24 $ 0.27
Diluted net income per share $ 0.23 $ 0.26
Diluted weighted average common

shares outstanding 29,457,653 29,516,718
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Nine Months Ended September 30, 2016
As Reported Adjusted
(in thousands, except share

and per share data)

Provision for income taxes $ 29,510 $ 27,871

Net Income $ 53,578 $ 55,217

Basic net income per share $ 1.82 $ 1.88

Diluted net income per share $ 1.81 $ 1.86

Diluted weighted average common shares

outstanding 29,581,578 29,635,796

Cash flows provided by operating

activities $ 81,880 $ 83,579

Cash flows used in financing activities $ (60,573) $ (62,452)

The Company elected to change its policy on accounting for forfeitures and recognize forfeitures as they
occur. The Company applied this guidance on a modified retrospective transition method. The Company
determined that the cumulative effect of applying the guidance under the modified retrospective transition
method was not material to its Consolidated Financial Statements.
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The standard requires the presentation of employee taxes as a financing activity in the Consolidated
Statements of Cash Flows. This provision did not impact the Company s Consolidated Financial Statements
as the Company previously presented employee taxes as a financing activity in its Consolidated Statements
of Cash Flows.
The Company excluded the excess tax benefits from the assumed proceeds available to repurchase shares in the
computation of diluted earnings per share for 2016, which did not materially increase the diluted weighted average
common shares outstanding.

5. NEW ACCOUNTING STANDARDS NOT YET ADOPTED

In May 2017, the FASB issued ASU No. 2017-09, Compensation Stock Compensation (Topic 718), Scope
Modification Accounting. The guidance clarified when to account for a change to the terms or conditions of a
share-based payment award as a modification. Under the new guidance, modification accounting is required only if
the fair value (or calculated intrinsic value, if those amounts are being used to measure the award under ASC 718), the
vesting conditions, or the classification of the award (as equity or liability) changes as a result of the change in terms
or conditions. The guidance is effective prospectively for annual periods beginning on or after December 15, 2017.
Early adoption is permitted. The Company intends to adopt the guidance on the effective date and does not believe
adoption will have a material impact on its financial condition or results of operations.

In January 2017, the FASB issued ASU No. 2017-04, Intangibles Goodwill and Other (Topic 350), Simplifying the
Test for Goodwill Impairment. The guidance removes Step 2 of the goodwill impairment test and eliminates the need
to determine the fair value of individual assets and liabilities to measure goodwill impairment. A goodwill impairment
will now be the amount by which a reporting unit s carrying value exceeds its fair value, not to exceed the carrying
amount of goodwill. Entities will continue to have the option to perform a qualitative assessment to determine if a
quantitative impairment test is necessary. The guidance is to be applied prospectively, and is effective for annual and
interim goodwill impairment tests in fiscal years beginning after December 15, 2019. Early adoption is permitted for
any impairment tests performed on testing dates after January 1, 2017. The Company intends to adopt the guidance on
the effective date and does not believe adoption will have a material impact on its financial condition or results of
operations.

In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash flows (Topic 230): Classification of Certain
Cash Receipts and Cash Payments. The guidance is intended to reduce diversity in practice across all industries in
how certain transactions are classified in the statement of cash flows. The guidance is effective for financial
statements issued for fiscal years beginning after December 15, 2017, and interim periods within those fiscal years.
Early adoption is permitted. The guidance requires application using a retrospective transition method. The Company
intends to adopt the guidance on the effective date and does not believe adoption will have a material impact on its
consolidated financial statements.

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The standard requires lessees to recognize
leases on the balance sheet as a right-of-use asset and a lease liability, other than leases that meet the definition of a
short-term lease. The liability will be equal to the present value of the lease payments. The asset will be based on the
liability, subject to adjustment. Currently, under existing U.S. generally accepted accounting standards, the Company
does not recognize on the balance sheet a right-of-use asset or lease liability related to its operating leases. For income
statement purposes, the leases will continue to be classified as either operating or finance. Operating leases will result

in straight-line expense (similar to current operating leases) and finance leases will result in a front-loaded expense
pattern (similar to current capital leases). The standard is effective for fiscal years, and interim periods within those
fiscal years, beginning after December 15, 2018. Early adoption is permitted. The standard must be adopted using the
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modified retrospective transition method and provides for the option to elect a package of practical expedients upon
adoption. The Company intends to adopt the standard in the first quarter of fiscal 2019 and is assessing the impact of
adoption of the standard on its consolidated financial statements and related note disclosures. The Company has not
made any decision on the option to elect adoption of the practical expedients.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606), and issued
subsequent amendments to the initial guidance in August 2015 within ASU No. 2015-14, in March 2016 within ASU
No. 2016-08, in April 2016 within ASU No. 2016-10, in May 2016 within ASU No. 2016-12, and in December 2016
within ASU No. 2016-20 (collectively, the new standard). The new standard provides a single, comprehensive model
for revenue arising from contracts with customers and supersedes most current revenue recognition guidance. The new
standard requires an entity to recognize revenue when it satisfies a performance obligation at an amount that reflects
the consideration to which the entity expects to be entitled in exchange for transferring control of goods or services to
a customer. The Company intends to adopt the new standard in the first quarter of fiscal 2018. Currently, the
Company intends to use the retrospective application to each reporting period presented, with the option to elect
certain practical expedients as defined in the new standard. The Company has substantially completed evaluation of its
Trex Residential Products segment and believes that
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adoption of the new standard will not have a significant impact on that segment. The Company continues to evaluate
the impact of the new standard on its recently acquired Trex Commercial Products segment and expects to complete
the evaluation during the fourth quarter of 2017. The Company expects expanded financial statement note disclosure.
The Company continues to evaluate the impacts of the pending adoption. As such, the Company s preliminary
assessments are subject to change.

6. ACQUISITION

On July 31, 2017, through its newly-formed, wholly-owned subsidiary, Trex Commercial Products, the Company
acquired certain assets and assumed certain liabilities of SC Company for $71.8 million in cash, subject to adjustment
pending final determination of working capital at closing. The Company used cash on hand and $30.0 million of
funding from its existing revolving credit facility, which was fully paid on August 17, 2017, to acquire the assets. The
acquired business designs, engineers and markets modular architectural railing systems and solutions for the
commercial and multifamily markets, and provides staging, acoustical and seating systems for commercial markets,
including sports stadiums and performing arts venues. As a result of the purchase, the Company gained access to
growing commercial markets, expanded its custom design and engineering capabilities, and added the contract
architect and specifier communities as new channels for its products.

The acquisition was accounted for using the acquisition method of accounting under U.S. Generally Accepted
Accounting Principles, which requires, among other things, that the assets acquired and liabilities assumed be

recognized at their fair values as of the acquisition date. The fair values of consideration transferred and net assets
acquired were determined using a combination of Level 2 and Level 3 inputs as specified in the fair value hierarchy in
ASC 820, Fair Value Measurements and Disclosures. The Company believes that the fair values assigned to the assets
acquired and liabilities assumed are based on reasonable assumptions. The Company s consolidated results of
operations for the quarterly and nine-month period ended September 30, 2017 include the operating results of the
acquired business from the date of acquisition through quarter end. The Company s consolidated balance sheet at
September 30, 2017 includes the acquired assets and any liabilities assumed.

Based on the Company s preliminary valuation, a total estimated consideration of $71.8 million has been allocated on a
preliminary basis to the assets acquired and liabilities assumed, as follows (in thousands). A final determination of the
purchase price and adjustment to the fair values of assets acquired and liabilities assumed and finalization of the
valuation report will be completed upon the final determination of working capital at closing:

Accounts receivable, net $ 8,357
Contract retainage 1,948
Inventories, net 2,344
Prepaid expenses and other assets 1,223
Revenues in excess of billings 3,463
Fixed assets, net 1,264
Intangible assets 4,900
Goodwill 57,938
Accounts payable (3,990)
Accrued liabilities and other expenses (2,329)
Billings in excess of revenues (1,752)
Customer Deposits (1,562)
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Total estimated consideration
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The preliminary goodwill of $57.9 million is primarily attributable to the potential opportunity for the Company to
offer full service railing systems in the growing commercial and multi-family markets, access to a complementary
product category with a track record of substantial revenue growth, the ability to achieve economies of scale around
raw material procurement, an increase in the range of products the Company may offer its core customers, and
intangible assets that do not qualify for separable or legal criterion, such as an assembled workforce. The amount of
goodwill that is expected to be amortized and deductible for tax purposes in 2017 is $1.1 million. All of the goodwill
was recorded to the Trex Commercial Products reportable segment. The fair value attributed to intangible assets,
which consists of production backlog and trade names and trademarks, is being amortized straight line over 12 months
and is based on the estimated economics of the assets. The fair value attributed to the intangible assets acquired and
goodwill was based on assumptions and other information compiled by management, including independent
valuations that utilized established valuation techniques.

From July 31, 2017, through September 31, 2017, Trex Commercial Products generated $9.2 million of revenue and
incurred a net loss of $75 thousand. The Company incurred $0.5 million of acquisition-related expenses during the
nine months ended September 30, 2017, which are included in selling, general and administrative expense.

The following pro forma results are prepared for comparative purposes only and do not necessarily reflect the results
that would have occurred had the acquisition occurred at the beginning of the years presented or the results which may
occur in the future. The following unaudited pro forma results of operations assume the acquisition occurred on
January 1, 2016 (in thousands, except per share amounts):

Nine Months Ended September 30

2017 2016 2017 2016
Actual Pro Forma
Net sales $442,941  $384,294 $475,076  $427,043
Net income $ 76,829 § 55217 § 77,570 $ 54,978
Basic earnings per common share $ 261 $ 18 $§ 264 §$§ 187
Diluted earnings per common share $ 260 $ 18 $ 262 §$§ 186

Significant pro forma adjustments included in the above pro forma information include an adjustment to amortization
expense for the intangible assets acquired (see Note 9), elimination of transaction costs related to the acquisition as
such costs are considered to be non-recurring in nature, an adjustment to compensation expense related to restricted
stock units granted in connection with the acquisition, the income tax effects of the adjustments based on a blended
statutory rate of 38.0%, and an adjustment to SC Company s income taxes to the blended statutory rate, as SC
Company was treated as a limited liability company for Federal and state income tax purposes.

7. INVENTORIES
Inventories valued at LIFO (last-in, first-out), consist of the following (in thousands):

September 30, December 31,

2017 2016
Finished goods $ 23,486 $ 29,686
Raw materials 21,344 20,231

Table of Contents 19



Edgar Filing: TREX CO INC - Form 10-Q

Total FIFO (first-in, first-out) inventories 44,830 49,917
Reserve to adjust inventories to LIFO value (21,371) (21,371)
Total LIFO inventories $ 23,459 $ 28,546

The Company utilizes the LIFO method of accounting related to its wood-alternative decking and residential railing
products, which generally provides for the matching of current costs with current revenues. However, under the LIFO
method, reductions in annual inventory balances cause a portion of the Company s cost of sales to be based on
historical costs rather than current year costs (LIFO liquidation). Reductions in interim inventory balances expected to
be replenished by year-end do not result in a LIFO liquidation. Accordingly, interim LIFO calculations are based, in
part, on management s estimates of expected year-end inventory levels and costs which may differ from actual results.
Since inventory levels and costs are subject to factors beyond management s control, interim results are subject to the
final year-end LIFO inventory valuation. There were no LIFO inventory liquidations or related impact on cost of sales
in the nine months ended September 30, 2017 or 2016.
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Inventories valued at lower of cost (FIFO method) and net realizable value consist of the following (in thousands):

September 30,
2017
Work-in-process $ 580
Raw materials 1,990
Total FIFO inventories $ 2,570

The Company utilizes the FIFO method of accounting related to its commercial railing and staging products.

Work-in-process includes estimated production costs.

8. PREPAID EXPENSES AND OTHER ASSETS
Prepaid expenses and other assets consist of the following (in thousands):

September 30,
2017
Prepaid expenses $ 3,190
Income tax receivable
Other 722
Total prepaid expenses and other assets $ 3,912

9. GOODWILL AND OTHER INTANGIBLE ASSETS

December 31,
2016
$

$

December 31,
2016
$ 6,209
4,024
167
$ 10,400

The following table summarizes the activity related to