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About Mohawk

Mohawk Industries is the world's largest
flooring manufacturer, with fully integrated
operations in North America, Europe,
Latin America and Australasia. Over the
past two decades, Mohawk has evolved
from a niche U.S. carpet manufacturer

to a global residential and commercial
supplier with leading positions in all major
product categories: ceramic floor and

wall tile; carpet and rugs; laminate and
wood; and luxury vinyl tile (LVT) and sheet
vinyl. The Company’s product line has
expanded to include quartz and natural
stone countertops, porcelain slabs, panels
and insulation products. Mohawk produces
goods in nineteen countries and has sales
in approximately 170 nations.




As the global flooring leader,
we have more ways to drive
greater sales and profitability.

From geographic diversity, to a comprehensive product portfolio, to industry-leading
innovation, to successful relationships across sales channels, to.a commitment to
sustainability, Mohawk has many advantages to seize significant growth opportunities
in residential and commercial new construction and remodeling. After extended
exposure to high inflation and rising interest rates, we believe our markets will rebound
when rates decline, as historical norms reinforce multi-year growth after downturns.
With low housing availability, aging stock and greater household formation, we believe
demand in our markets will accelerate as soon as we enter a more favorable interest
rate environment. . '
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MORE varker Poteniial

In our regions, higher interest rates and inflation have led to deferred
remodeling and reduced residential construction. When interest rates
fall, we believe more opportunities will emerge as housing markets
rebound and pent-up demand drives increased renovation and new
construction for an extended period. For years, new home construction
has trailed household formations, leaving a sizable deficit in available
units. Globally, millions of homes entering their peak remodeling years
will require significant investments to retain their value and comfort. We
also expect greater momentum in commercial activity, though the lead
time of projects from conception to completion makes the timing of

commercial growth more difficult to predict.




MORE rinovation

To grow our business, we are delivering more innovative produé't
designs and features that provide compelling reasons to upgrade
residential and commercial spaces. We are introducing more =
différ_entiated products that command a higher retail price and deliver
superior margins: 3D printed porcelain slabs that replicate natural
stone; renewable polymer core (RPC) resilient flooring; water-proof-
laminate with ultrarealistic visuals; and sophisticated carpet collections
made to withstand active families with pets. People want to live, work
and play in beautiful spaces, and we are committed to exceeding their
expectations with products that excite and inspire. '
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MORE

NVays to Grow

Mohawk is a leader in the world’s most
desirable markets. To extend our presence,
we expand our sales distribution, find new
opportunities with existing customers and
pursue bolt-on acquisitions. In Latin America,
for instance, we roughly doubled our
market shares in Brazil and Mexico through
the 2023 acquisitions of Elizabeth and
Vitromex, respectively. Across our markets,
we constantly leverage our partnerships
with existing customers to introduce
new product categories or to promote
differentiated products that create new
opportunities for sales growth and margin
expansion. Our expanding product offering
allows us to explore new channels, such as
selling porcelain pavers in garden centers
and through landscaping design firms and
furnishing exterior porcelain cladding for
commercial construction projects.




MORE Optimization

Mohawk has more sophisticated manufacturing and logistics assets
and industry-leading talent, which creates a competitive advantage. We

leverage our operational strengths to drive simplicity, lower costs and
enhance production. During 2023, in Europe and the U.S., we rationalized
older, less efficient assets and converted manufacturing lines to create
products better aligned with current consumer preferences. We have also
invested in our recent acquisitions to improve their operational processes
and enhance their product offerings. We continue to expand talent
development programs that offer our team members opportunities to
maximize their potential and deliver superior results for the business.
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VIOR

As a global sustainability leader, we are commltted to mltlgatmg
climate change. Through green energy mvestments and energy
conservation, we are working to reduce our carbon footprint. We also
lower water intensity by recycling millions of gallons of water during
ceramic production and lowering consumption in the carpet dyeing
process. We enhance product circularity by reducing consumption,
incorporating billions of pounds of recycled and reclaimed content
into our products and providing end-of-life repurposing for material.
From a social perspective, we invest in people to improve their quality
of life, focusing on respectful workplaces, safety, health and well-
being, and opportunities for personal and professional growth.




Financially and organizationally,
we are well positioned to manage
current conditions and emerge
stronger from this economic
cycle when the rebound occurs.”

Jeffrey S. Lorberbaum

Chairman and Chief Executive Officer

1o Our
Shareholders:

At Mohawk, we have always believed there

is room for more. Our historic performance
reflects a long-term pursuit of more growth,
more innovation, more market expansion
into new regions and product categories,
more operational effectiveness and more
sustainable choices that benefit our business
and the planet we all share. We remain
committed to these strategies. —
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Our outlook for Mohawk’s long-term future is
relentlessly optimistic, because many opportunities
exist for us to leverage the fundamental strengths
of our business when interest rates decline and
consumers regain confidence in making large
investments. The scope and scale of our global
operations, our industry-leading product offering
and our strong relationships across sales channels
create competitive advantages that we intend

to optimize in the residential and commercial
sectors as markets rebound. Financially and
organizationally, we are well-positioned to manage
current conditions and emerge stronger from this
economic cycle when the rebound occurs.

2023 Results & Drivers

For the year, Mohawk's net sales were approximately
$11.1 billion, down 5.1% as reported or 7.7% on a
constant basis, and our diluted adjusted earnings
per share (EPS) was $9.19, as reduced market

- B
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volumes led to low industry utilization rates and
aggressive competition in the marketplace. We
closed the year with debt leverage of 1.5 times,
free cash flow of $716 million and available liquidity
of $1.9 billion.’

Last year, central banks raised interest rates to the
highest levels in a generation, creating challenges
for our industry, which is highly sensitive to rate
fluctuations. Though Mohawk has a diversified
geographic footprint, all of our markets were
affected by weak industry conditions. Under the
impact of these rate increases, existing home sales
declined substantially, many remodeling projects
were postponed and consumers who invested in
home improvements traded down to products
that fit their budgets. New home construction
also declined, as rising interest rates and a weak
housing market reduced housing starts through
the year. The commercial sector remained
stronger than residential across our geographies,
though investments began to slow later in the year
as interest rates increased and lending tightened.

All of these factors reduced global industry
demand, with margins under pressure from
unabsorbed overhead, temporary shutdown costs
and labor inflation. As market competition for
volume increased, our industry reduced selling
prices, as we passed through declining costs in
energy and materials.

" Reconciliation of GAAP to non-GAAP financial measures begins on page 67 of the 10-K section of
this annual report.
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In this environment, we focused on optimizing
our revenues and lowering our costs through
restructuring actions and manufacturing
enhancements. We invested in sales resources,
advanced merchandising systems and new
products with innovative features to inspire
consumers to purchase flooring. We aggressively
managed inventory levels, which reduced our
working capital by over $300 million, excluding
acquisitions. Over the past eighteen months, we
have initiated many actions across the Company to
improve our cost structure, manage lower volume
and integrate our recent acquisitions. We have
closed four manufacturing facilities and a number
of higher-cost production lines, consolidated
administrative functions and reduced headcount
in many areas. When complete, we believe these
actions will collectively decrease our operating
costs annually by approximately $150 million, with
about half of this amount realized last year.

Managing Near-Term Conditions

With industry demand suppressed, our businesses
are focused on controlling costs, reducing
overhead and restructuring operations to adapt

to present conditions. We continue to respond

to competitive market pressures to optimize

our volumes while managing our inventory. We
anticipate temporary shutdowns will continue in the
near term as we align production with demand.

e

In difficult market
conditions, our
differentiated products
provide us with an
advantage...”

In difficult market conditions, our differentiated
products provide us with an advantage, and our
investments in innovation are central to our actions
to increase sales and improve mix. For instance,

as LVT continues to outpace the overall flooring
market, we have created the next generation of the
category with our SolidTech Premier™ collection,
which leverages advanced technology to enhance
visuals with higher definition color and texture.

We also have introduced a new flooring category
called PureTech™ that is a PVC-free alternative to
traditional LVT. PureTech is crafted around

a renewable polymer core that is made with
70% recycled content while retaining the
waterproof advantages of resilient flooring.

To enhance the realistic look of natural stone
and wood in our porcelain tiles, we developed
our proprietary 3D Ink™ process, the latest
enhancement to our industry-leading digital
printing techniques. 3D Ink combines optical
recognition and precision printing to create
unprecedented realism with unique texture and
design possibilities. We have also introduced
Sublime Sync™ technology that combines high
definition printing and material structure, adding
greater depth and richness to the visuals.
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Our industry-leading commitment to sustainability
also plays a vital role in our operational
performance. We are enhancing recycled content
in material formulations, conserving energy and
water, investing in green energy and reducing our
waste stream, all of which benefits the environment
and our bottom line. In 2023, we were recognized
as one of America's Climate Leaders by USA Today.
As we have enhanced and expanded our policies
and practices, Institutional Shareholder Services'’
(ISS) ESG Corporate Ratings now places Mohawk
in the top 20% of our sector for environmental
measures and in the top third for social measures.

Earlier this year, Newsweek recognized how our
workforce mirrors the communities where we
operate by ranking Mohawk among "America’s
Greatest Workplaces” for both women and
diversity. Additional details about our sustainability
progress and initiatives across our business

can be found at mohawksustainability.com.

As we take actions to manage the temporary
macroeconomic headwinds that have impacted
our industry, we remain focused on how we

can positively impact our revenue. In 2022 and
2023, we completed seven bolt-on acquisitions,
including Vitromex in Mexico and Elizabeth in
Brazil. These transactions have collectively added

S11.1B

NET SALES

19

COUNTRIES WITH
MANUFACTURING

SCOPFE

“$S600M

ADDITIONAL ANNUAL
SALES FROM SEVEN
2022-2023 BOLT-ON
ACQUISITIONS

" Reconciliation of GAAP to non-GAAP financial measures begins on page 67 of the 10-K section of this annual report.

2 As of December 31,2023.

approximately $600 million to our annual sales. As
we integrate these recent acquisitions around the
world, we are investing to improve their operations
and product offering. Throughout the year, we
focused capital expenditures on product innovation
and cost reduction, as well as product categories
that should have the highest growth as economies
improve in our regions. In 2024, we are reducing
capital spending below our depreciation level,
primarily completing existing projects, delivering
additional product innovation, improving efficiency
and maintaining operations.

Longer-Term Opportunities

We believe that our results should improve in the
second half of this year as we emerge from the
bottom of the current economic cycle and benefit
from our actions to strengthen operations. We
anticipate that central banks will lower interest
rates, which we believe will contribute to increased
home sales, residential remodeling and commercial
projects. The pace of improvement of the flooring
category will be dependent on inflation rates,
consumer confidence and the strength of home
sales. We believe the U.S. and Latin American
markets could improve sooner than Europe, given
current geopolitical pressures.

S716M

2023 FREE CASH FLOW

170

COUNTRIES
WITH SALES

32

ACQUISITIONS (2013-2023)

43,300

TEAM MEMBERS
WORLDWIDE




Typically, remodeling activity has led the flooring

industry out of past downturns, followed by new
home construction, with commercial projects
taking longer, given the time required to plan
and complete. After past housing recessions, our
industry has expanded with increased sales and
margins for multiple years, due to higher volumes,
improved mix and greater asset utilization, which
supports stronger productivity. With a historical
gap between household formations and available
dwellings, along with aging housing stock, the need
for new construction and residential remodeling
creates room for more growth. Likewise, the
commercial sector provides room for more
opportunities with our expansive product portfolio.

Our restructuring actions, investments in leading-
edge technologies, targeted expansions and
recent acquisitions will enable us to navigate

the industry’s current state while preparing our
business to enhance its future performance.

By investing in product innovation, advanced
manufacturing technologies and talented people,
we will extend our position as the industry’s
preferred provider by delivering exceptional style,
value and service to our customers, which will
further enhance our results.

Today, Mohawk operates in nineteen countries on
five continents, sells in approximately 170 nations
and offers the industry’s most comprehensive
product portfolio. Through past economic

cycles, we have never wavered from our vision

of profitably growing the business by expanding
our product offering and geographies. Over

three decades, that vision has led us from being

a niche U.S. carpet company to becoming the
world’s largest flooring manufacturer. We believed
that there was room for more when we laid out
our growth strategy, and we continue to actively
pursue that goal today. With all of our strengths

as the global leader in flooring, we are uniquely
positioned to improve our long-term results as the
market recovers.

2023 Sales by Business Segment

27%
Flooring
Rest of 0
the World 39%
Global
Ceramic
34% “
Flooring
North America
2023 Sales by Geography
9%
7% Other

Latin /
America "
5
30%
Europe

We appreciate the continued support of our

4%

States

shareholders, employees, customers and
communities as we work to deliver the best

United

possible returns for the current year and position

ourselves for long-term profitable growth.

Sincerely,

—=R Ll

Jeffrey S. Lorberbaum
Chairman and Chief Executive Officer

Mohawk | 2023 Annual Report
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Mohawk
At-A-Glance

L~ GLOBAL

CERAMIC

The world's largest manufacturer of
ceramic tile and natural stone surfaces.

Products

Ceramic tile, porcelain slabs, quartz and natural
stone countertops, porcelain exterior cladding
and landscaping pavers

Brands

Daltile®, American Olean®, Marazzi®, Ragno®,
Kai®, Emilgroup®, Grupo Daltile®, Vitromex®,
Arko®, Eliane®, DecorTiles®, Elizabeth® and

Kerama Marazzi®

2023 Highlights

e Completed acquisition of Elizabeth in Brazil,
taking leading ceramic position in world’s
third-largest market.

e Completed acquisition of Vitromex in Mexico,
more than doubling sales in key market.

e Expanded porcelain slab capacity in Italy to meet

growing demand.

e Executed restructuring projects in ltaly to
rationalize higher-cost, less-efficient assets.

" Reconciliation of GAAP to non-GAAP financial measures begins on page 67 of the 10-K
section of this annual report.



FLOORING
NORTH AMERICA

One of the largest North American
flooring suppliers, with leading positions
across all major categories.

Products

Carpet, carpet tile, rugs, laminate, luxury vinyl tile,
sheet vinyl and wood flooring

Brands

Mohawk®, Karastan®, Godfrey Hirst®, Quick-Step®,
Pergo®, Mohawk Group®, Durkan®, Aladdin
Commercial®, Mohawk Home® and Foss®

2023 Highlights

e Increased production capacity of premium
laminate and LVT to improve service and enhance
product offering.

e Fully integrated two 2022 acquisitions (non-woven
products, flooring accessories).

e Completed restructuring initiatives to

enhance productivity.

¢ Introduced a PVC-free resilient product category
with a core made with 70% recycled content.

PERCENTAGE TOTAL ADJUSTED

OF TOTAL SALES SALES OPERATING INCOME

34% $3.8B $206M

—— FLOORING

—— REST OF THE WORLD

One of the largest suppliers of flooring outside
of North America and a leading manufacturer
of panels and insulation products in Europe.

Products
Laminate, luxury vinyl tile, sheet vinyl, carpet, wood
flooring, panels, mezzanine flooring, roofing systems

and insulation products

Brands

Quick-Step®, Pergo®, Moduleo®, Leoline®, Lentex®,
Unilin Insulation®, Unilin Panels®, Godfrey Hirst®,
GH Commercial®, Feltex® and Redbook®

2023 Highlights

e Grew sheet vinyl sales across regions as a preferred

value alternative.

¢ Increased insulation business with higher-
performance product offering.

e Transitioned flexible LVT manufacturing to
produce rigid collections, aligning with
consumer preferences.

e Fully integrated three 2022 bolt-on acquisitions
(sheet vinyl, wood veneer, mezzanine floors).

Mohawk | 2023 Annual Report | 13



Y r.\_;‘...

BOARD OF
DIRECTORS

Karen A. Smith Bogart, PhD
President — Smith B;c/)gart Consulting
Former Chairperson and President Greater Asia —
Eastman Kodak Company

Bruce C. Bruckmann

Managing Director — Bruckmann, Rosser, Sherrill & Co., Inc.
Jerfy W. Burris
President and Chief Executive Officer — Midwest Can Company

John M. Engquist
Executive Chairman — H&E Equipment Services, Inc.

Jeffrey S. Lorberbaum
Chairman and Chief Executive Officer — Mohawk Industries, Inc.

Joseph A. Onorato
Former Chief Financial Officer — Echlin, Inc.

William I__‘-I.'Runge ]
Managing Director — Alvarez and Marsal
/
Bernard Thiers
Former President — Flooring Rest of the' World

; ‘W, Christopher Wellborn
President and Chief Operating Officer
President — Global Ceramic — Mohawk Industries, Inc.

EXECUTIVE
OFFICERS

Jeffrey S. Lorberbaum

- Chairman and

Chief Executive Officer

W. Christopher Wellborn
President and

Chief Operating Officer
President — Global Ceramic

James F. Brunk
Chief Financial Officer

William W. Harkins
Chief Accounting Officer and
Corporate Controller

R. David Patton
General Counsel and
Vice President — Business Strategy

Paul De Cock
President — Flooring
North America

Wim Messiaen
President — Flooring
Rest of the World

_Malisa Maynard
Chief Sustainability Officer

Claudio Coni
Chief Information
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PRODUCTS ILLUSTRATED IN THIS REPORT

Front Cover:
Ceramic Tile: Marazzi Allmarble Crema Marfil (floor &
steps) and Grande Marble Look Onice Giada slabs (wall)

Page 1:
Laminate: Pergo Elements™ Chancing
Color: Seafoam Cedar

Page 2:
Ceramic Tile: Daltile Volume 1.0™
Colors: Botanical and Willow (floor) and Naval (wall)

Page 3:
Residential Carpet: PETPremier™ Raise the Woof |
Color: Frosted Almond

Page 4:
Ceramic Tile: Vitromex Mediterraneo
Color: Blue (matte finish)

Page 6:
Residential Carpet: PETPremier™ Purrsonality Il
Color: Coconut

Page 8 (top):

Residential Carpet: Godfrey Hirst EverlLux
Dramatic Features

Color: Dignified

Page 8 (lower):
Ceramic Tile: Grupo Daltile Tempest Blue (satin finish)

Page 9:
Resilient Flooring: Mohawk PureTech Select Avery Grove
Color: Barley Oak

Page 12:
Ceramic Tile: Eliane Austral 1
Color: Yellow AC

Pages 14 & 15:
Luxury Vinyl Tile: Moduleo LayRed
Color: Sierra Oak

Page 16:
Ceramic Tile: Arko Design Tundra Marble
Color: White

Back Cover:
Porcelain Panels: Marazzi Grande Marble Look
Color: Verde Borgagna Lux RT
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PART |

Item 1. Business

Unless this Form 10-K indicates otherwise or the context
otherwise requires, the terms “we,
or "the Company” as used in this Form 10-K refer to
Mohawk Industries, Inc.

"won

our,” "us,” "Mohawk,”

General

Mohawk is a leading global flooring manufacturer that creates
products to enhance residential and commercial spaces around
the world. The Company'’s vertically integrated manufacturing
and distribution processes provide competitive advantages in
carpet, rugs, ceramic tile, laminate, wood, stone, luxury vinyl tile
("LVT") and sheet vinyl flooring. The Company's industry-leading
innovation develops products and technologies that differenti-
ate its brands in the marketplace and satisfy all flooring-related
remodeling and new construction requirements. The Company's
brands are among the most recognized in the industry and
include American Olean®, Daltile®, Decortiles®, Durkan®,
Eliane®, Elizabeth®, Feltex® Godfrey Hirst®, IVC Commercial®,
IVC Home®, Karastan®, Kerama Marazzi®, Marazzi®, Moduleo®,
Mohawk®, Pergo®, Quick-Step®, Unilin® and Vitromex®.

During the past two decades, the Company has transformed
its business from an American carpet manufacturer into the
world’s largest flooring company with operations in Australia,
Brazil, Canada, Europe, Malaysia, Mexico, New Zealand, Russia,
the United Kingdom and the United States. The Company had
annual net sales in 2023 of $11.1 billion. Approximately 50% of
this amount was generated by sales in the United States and
approximately 50% was generated by sales outside the United
States. The Company has three reporting segments: Global
Ceramic, Flooring North America (“Flooring NA”) and Flooring
Rest of the World (“Flooring ROW”) with their 2023 net sales
representing 39%, 34% and 27%, respectively, of the Company's
total revenue. Selected financial information for the three
segments, geographic net sales and the location of long-lived
assets are set forth in Note 18, Segment Reporting.

Global Ceramic designs, manufactures, sources, distributes
and markets a broad line of ceramic, porcelain and natural
stone tile products used for floor and wall applications in
residential and commercial channels for both remodeling and
new construction. In addition, Global Ceramic manufactures,
sources and distributes other products, including natural
stone, porcelain slabs and quartz countertops, as well as
installation materials. Global Ceramic markets and distributes
its products under various brands, including the following:
American Olean®, Daltile®, Decortiles®, Eliane®, Elizabeth®,
EmilGroup®, KAI®, Kerama Marazzi®, Marazzi®, Ragno® and
Vitromex®. The Segment sells its products through home
centers, Company-owned service centers and stores, floor
covering retailers, ceramic tile specialists, e-commerce retail-
ers, residential builders, independent distributors, commercial
contractors and commercial end users. Global Ceramic
operations are vertically integrated from the production of raw
material for body and glaze preparation to the manufacturing
and distribution of ceramic and porcelain tile and countertops.

Flooring NA designs, manufactures, sources, distributes and
markets a broad range of floor covering products in a variety of
colors, textures and patterns for both residential and commer-
cial remodeling and new construction channels. The Segment's
product lines include broadloom carpet, carpet tile, rugs and
mats, carpet pad, laminate, medium-density fiberboard (“MDF"),
wood flooring, LVT and sheet vinyl. Flooring NA markets

and distributes its flooring products under various brands,
including the following: Aladdin Commercial®, Durkan®, Foss®,
IVC®, Karastan®, Mohawk, Mohawk Group®, Mohawk Home®,
Pergo®, Portico® and Quick-Step®. The Segment sells its
products through floor covering retailers, home centers, mass
merchandisers, department stores, e-commerce retailers, shop
at home, buying groups, residential builders, independent
distributors, commercial contractors and commercial end
users. Flooring NA operations are vertically integrated from
the production of raw material to the manufacturing and
distribution of the Segment’s product lines.

Flooring ROW designs, manufactures, sources, distributes
and markets a wide variety of laminate, LVT and sheet vinyl,
wood flooring, broadloom carpet and carpet tile collections
used in residential and commercial markets for both
remodeling and new construction. In addition, Flooring ROW
manufactures roofing panels, insulation boards, mezzanine
flooring, MDF and chipboards primarily for the European
market. The Segment also licenses certain patents related to
flooring manufacturing throughout the world. The Segment
markets and distributes its products under various brands,
including the following: Feltex®, GH Commercial®, Godfrey
Hirst®, Hycraft®, IVC Commercial®, IVC Home®, Lentex®,
Leoline®, Moduleo®, Pergo®, Quick-Step®, Redbook® and
Unilin®. The Segment sells its products through floor retailers,
wholesalers, home centers, Company-operated distributors,
residential builders, independent distributors, commercial
contractors and commercial end users. Flooring ROW
operations are vertically integrated from the production of
raw material to the manufacturing and distribution of the
Segment'’s product lines.

Business Strategy

Mohawk’s business strategy provides a consistent vision for
the organization and focuses employees around the globe
on key priorities. The strategy is cascaded down through the
organization with an emphasis on five key points:

¢ Optimizing the Company’s position as the industry’s
preferred provider by delivering exceptional value
to customers;

e Treating employees fairly to retain the best organization;

e Driving innovation in all aspects of the business;

e Taking reasonable, well considered risks to grow the
business; and

e Enhancing the communities in which the Company
operates.

The Mohawk business strategy provides continuity for
the Company's operating principles and ensures a focus on
exceeding customer expectations.
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Strengths

Market Position

Mohawk'’s fashionable and innovative products, successful
participation in all sales channels, creative marketing tools
and programs and extensive sales resources have enabled
the Company to build market leadership positions in multiple
geographies, primarily North America, Europe, Latin America
and Australasia, as well as to export products to approximately
170 countries. In North America, Mohawk’s largest market-
place, the Company has leveraged its brands, broad offering
and award-winning merchandising to build strong positions
across all product categories. In Europe, similar advantages
have supported market leadership in ceramic tile, premium
laminate and sheet vinyl. The Company also has established
a strong position in the fast-growing LVT market in the U.S.
and Europe following the 2015 acquisition of IVC and subse-
quent investments to expand capacity and align the product
offering with market trends. The 2018 acquisition of Godfrey
Hirst provided the Company with the largest market position
in carpet in Australasia to complement the leading hard
surface presence that the Company had grown through its
earlier acquisitions of national distributors in both Australia
and New Zealand. In 2018, the Company acquired Eliane, a
leading ceramic tile manufacturer in Brazil, the world’s third
largest ceramic market. The Eliane brand is highly regarded
for innovative design and strength in high-end porcelain
floor and wall tile. In 2023, the Company further expanded
its presence in Brazil through the acquisition of Elizabeth
Revestimentos, a leading Brazilian ceramic tile business
with four manufacturing facilities strategically located
throughout Brazil. In 2023, the Company also acquired
Vitromex, a leading Mexican ceramic tile business with four
manufacturing facilities strategically located throughout
Mexico, further solidifying the Company’s position in the
Mexico ceramic tile market.

Product Innovation

Mohawk drives performance through innovation and
process improvements across all product categories. In
ceramic, this includes proprietary Reveal Imaging® printing
that replicates the appearance of other surfaces, such as long
planks with the visuals and texture of natural wood as well
as tiles that mimic natural stone, cement, textiles and other
alternatives. The Company has pioneered an innovative
ceramic tile technology called StepWise™ that is infused
into our top-quality porcelain tile to significantly improve slip
resistance. Given the frequent use of ceramic tile in kitchens
and baths, the Company has also introduced numerous
collections featuring antimicrobial treatment that becomes
a permanent part of the product. In Italy and Russia, the
Company manufactures large-scale porcelain slabs that can
replicate the look of natural stone but are harder and more
durable. In addition to satisfying demand for their domestic
markets, porcelain slabs produced in Europe are also
exported to North America, where along with the Company'’s
quartz countertop and natural stone slab offerings they
provide customers with a comprehensive array of surface
options. In carpet, the Company’s unique Air.o™ unified
soft surface collection integrates a polyester pad into tufted

polyester carpet, offering consumers a hypoallergenic and
moisture-resistant alternative to traditional carpet. The
Company has also launched an innovative carpet backing
called Recover™ that is hypoallergenic, latex and VOC free
and is easier to install and seam. The Company'’s proprietary
fiber technologies include SmartStrand® and its brand exten-
sions, which are made in part with annually renewable plant-
based materials and were the first super-soft stain-resistant
products on the market as well as the patented Continuum™
process that adds bulk and softness to polyester fiber, differ-
entiating the Company’s products in this fast-growing com-
ponent of the carpet market. These fiber advantages have
been extended into the Company’s rug production, as well,
adding luxurious feel and performance enhancements to the
Company’s design leadership. In laminate, the Company’s
patented Uniclic® installation technology revolutionized

the category and has been adapted into the LVT and wood
categories, as well. The Company continues to deliver new
innovations such as unique HydroSeal™ water-resistance that
has extended the laminate category into kitchens and baths,
more realistic visuals with GenuEdge® pressed bevel edges
and surface embossing in register that precisely recreates
the appearance of wood. As consumer preference for water-
proof flooring has increased, the Company has introduced

a propriety technology called WetProtect™ that makes the
joints of installed laminate and LVT water tight and prevents
liquid spills from reaching the subfloor. This technology has
been uniquely applied to wood flooring with UltraWood™,
which also features an advanced waterproof finish in addition
to improved scratch, wear and dent resistance, and to
PureTech™, a new sustainable alternative to waterproof
flooring that includes 70% recycled content and is free from
PVC plastic. The Company'’s vinyl offerings reflect significant
investments in leading-edge technology that yield incredibly
realistic reproductions of stone, wood and other materials
with embossed finishes that create more realistic visuals. To
complement the beauty of its LVT collections, the Company
has also enhanced the performance of its premium rigid
products with a solid stone-plastic composite core and an
enhanced lacquer finish to provide a dent proof, scratch resis-
tant surface that can withstand today’s active family homes.

Operational Excellence

Mohawk’s highly efficient manufacturing and distribution
assets serve as the foundation for successful growth. By
leveraging continuous process improvement and automation,
the Company'’s operations drive innovation, quality and
value. Through its commitment to sustainability practices,
the Company has also optimized natural resources and raw
materials. The Company has invested to expand capacity,
introduce differentiated new products and improve efficiencies.
In particular, the Company'’s capital investments have
improved recently acquired businesses by upgrading their
product offerings, expanding their distribution and improving
their productivity. Forbes has designated Mohawk as one of
the Best Large U.S. Employers and Training magazine ranked
the Company’s training and development programs among
the best for more than fifteen years.



Sustainability

Mohawk'’s sustainability strategy is founded on three
pillars: Better for People, Better for the Planet, and Better
for Performance. Through the Better for People pillar, the
Company focuses on employee engagement, health and
well-being, workforce development, a Zero-Harm Workplace
and community engagement initiatives. Highlights of this
pillar include Mohawk Group's ArtLifting partnership working
with artists with disabilities to include their designs in
commercial flooring collections, and an extensive internal
training initiative from the plant floor to the C-suite. In the U.S.
and Mexico, the Company operates on-site, near-site or virtual
Healthy Life Centers to assist employees and their eligible family
members with management of chronic conditions as well as
treatment of acute illness. Through the Better for the Planet
pillar, Mohawk focuses on a climate-positive future through
energy conservation, water restoration and product circu-
larity, including waste reduction and responsible sourcing.
The Company uses extensive recycled content in many of its
products, including transforming billions of discarded plastic
bottles annually to create polyester carpet fiber and millions
of pounds of tires annually to produce decorative crumb
rubber mats. The Company also produces energy through
solar panels, windmills and a waste-to-energy program using
scrap wood material. Through the Better for Performance pil-
lar, the Company focuses on sustainability initiatives, ethics,
data security and privacy, including creating and maintaining
sustainability-related policies. The sustainability section of
Mohawk's corporate website sets forth the Company's initiatives
with respect to these pillars and is updated throughout each
year butis not incorporated into this document.

Sales and Distribution

Global Ceramic

Global Ceramic designs, markets, manufactures, distributes
and sources a broad line of ceramic tile, porcelain tile and
natural stone products, including natural stone, porcelain slabs
and quartz countertops. Products are distributed through
various channels, including home centers, Company-owned
service centers and stores, floor covering retailers, ceramic
tile specialists, e-commerce retailers, residential builders,
independent distributors, commercial contractors and com-
mercial end users. The business is organized with dedicated
sales forces to address the specific customer needs of each
distribution channel.

The Company provides customers with one of the ceramic
tile industry’s broadest product lines—a complete selection
of glazed floor tile, glazed wall tile, mosaic tile, porcelain tile,
quarry tile, porcelain landscaping pavers, porcelain roofing,
stone products, porcelain slabs, quartz countertops and
installation products. In addition to products manufactured
by the Company’s ceramic tile business, the Company also
sources products from other manufacturers to enhance its
product offering.

Global Ceramic markets its products under the American
Olean, Daltile, Decortiles, Eliane, Elizabeth, EmilGroup, KA,
Kerama Marazzi, Marazzi, Ragno and Vitromex brand names.
These brands are supported by a fully integrated marketing
program, displays, merchandising boards, literature, catalogs
and websites. Innovative design, quality and response to
changes in customer preference enhance recognition in
the marketplace. The Company is focused on sales growth
opportunities through innovative products and programs
in both the residential and commercial channels for both
remodeling and new construction.

Global Ceramic utilizes various distribution methods
including regional distribution centers, service centers, direct
shipping and customer pick-up from Company facilities. The
Segment's sales forces are organized by product type and
sales channels in order to best serve each type of customer.
The Company believes its distribution methods for Global
Ceramic provide high-quality customer service and enhance
its ability to plan and manage inventory requirements.

Flooring NA

Through Flooring NA, the Company designs, markets,
manufactures, distributes and sources broadloom carpet,
carpet tile, carpet pad, rugs, laminate, LVT, sheet vinyl and
wood flooring in a broad range of colors, textures and
patterns. Flooring NA positions product lines in all price
ranges and emphasizes quality, style, performance and
service. Flooring NA markets and distributes its product
lines to floor covering retailers, home centers, mass mer-
chandisers, department stores, e-commerce retailers, shop
at home, buying groups, residential builders, independent
distributors, commercial contractors and commercial end
users. Some products are also marketed through private
labeling programs. Sales to customers focused on residential
products represent a significant portion of the total industry
and the majority of the Segment’s sales.

The Company has positioned its brand names across all
price ranges. Karastan, Foss, Mohawk, Mohawk Home, Pergo,
Portico and Quick-Step are positioned to sell in the residential
flooring markets. Aladdin Commercial and Mohawk Group
are positioned to sell in the commercial market, which is
made up of corporate office space, educational facilities,
institutional facilities, healthcare/assisted living facilities and
retail space. The Company also sells into the commercial
hospitality space (hotels, restaurants, gaming facilities, etc.)
under its Durkan brand.

The Segment's sales forces are generally organized by
sales channels to best serve each type of customer. Product
delivery to independent dealers is facilitated predominantly
on Mohawk trucks operating from a strategically positioned
national network of warehouses and cross-docks that
receive inbound product directly from the Company’s
manufacturing operations.
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Flooring ROW

Flooring ROW designs, markets, manufactures, licenses,
distributes and sources laminate, LVT, sheet vinyl, wood
flooring, broadloom carpet and carpet tile. It also designs,
manufactures, markets and distributes roofing panels,
insulation boards, MDF, chipboards, decorative surfaces
and mezzanine floors. Products are sold through separate
distribution channels, consisting of floor retailers, wholesalers,
home centers, Company-operated distributors, residential
builders, independent distributors, commercial contractors and
commercial end users. The business is organized to address the
specific customer needs of each distribution channel.

Flooring ROW markets and sells laminate, LVT, sheet vinyl,
broadloom carpet, carpet tile and wood under the Feltex,
GH Commercial, Godfrey Hirst, Hycraft, IVC Commercial,
IVC Home, Lentex, Leoline, Moduleo, Pergo, Quick-Step
and Redbook brands. Flooring ROW also sells private label
laminate, wood and vinyl flooring products. The Company
believes Quick-Step and Pergo are leading brand names in the
European flooring industry, and that Godfrey Hirst and Feltex
are leading brand names in the Australasian flooring market.
In addition, in Europe, Flooring ROW markets and sells
insulation boards and roof panels under the Unilin Insulation
brand and MDF chipboards and high-pressure laminate
(HPL) panels under the Unilin Panels brand. The Segment
also licenses its intellectual property to flooring manufacturers
throughout the world.

The Company uses regional distribution centers and direct
shipping from manufacturing facilities to provide high-quality
customer service and enhance the Company’s ability to plan
and manage inventory requirements.

Advertising and Promotion

The Company'’s brands are among the best known and
most widely distributed in the industry. The Company
vigorously supports the value and name recognition of its
brands through traditional advertising channels, including
numerous trade publications and unique promotional events
that highlight product design and performance, as well as
social media initiatives and Internet-based advertising. The
Company has invested significantly in websites that educate
consumers about the Company’s products, helping them to
make informed decisions about purchases, and that identify
local retailers that offer the Company’s collections. The
Company offers its customers the award-winning Omnify™,
an Internet platform that automatically syncs updated
product and sales information between the Company and
its U.S. aligned retailer websites, ensuring that consumers
have access to the most accurate and timely information
and creating a faster connection between the consumer and
local retailers.

In North America, the Company actively supports well
known programs such as Susan G. Komen® (breast cancer
research), Habitat for Humanity® (housing for low income
families), Operation Finally Home® (housing for disabled
veterans), water.org® (accessibility to clean, safe water),
ArtLifting® (opportunities for artists with disabilities and

financial instability) and PlasticBank® (recovering and
recycling plastic waste from oceans), which include marketing
partnerships that showcase the Company’s products and
highlight its corporate values. The Company also sponsors
a European cycling team to promote its Quick-Step brand
through logo placements and use of the team in its advertising
and point-of-sale displays.

The Company introduces new products, merchandising
and marketing campaigns through participation in regional,
national and international trade shows as well as at exclusive
dealer conventions. The Company supports sales with its
retail customers through cooperative advertising programs
that extend the reach of the Company’s promotion as well
as with innovative merchandising displays that highlight the
Company's differentiated products and provide samples to
consumers. The cost of providing merchandising displays,
product samples and point of sale promotional marketing,
is partially recovered by the purchase of these items by the
Company’s customers.

Manufacturing and Operations

Global Ceramic

The Company's ceramic tile manufacturing operations are
vertically integrated from the production of raw material for
body and glaze preparation to the manufacturing and distri-
bution of ceramic and porcelain tile and quartz countertops.
The Company believes that its manufacturing organization’s
leading-edge technology offers competitive advantages due
to its ability to create a differentiated product line consisting
of one of the industry’s broadest offerings of sizes, shapes,
colors, textures and finishes, as well as the industry’s largest
offering of trim and decorative pieces. In addition, Global
Ceramic also sources a portion of its collections to enhance
its product offerings. Global Ceramic continues to invest
in equipment that utilizes the latest technologies, which
supports the Company'’s efforts to increase manufacturing
capacity, improve efficiency, meet the growing demand for
its innovative products and develop new capabilities.

Flooring NA

The Company’s carpet and rug manufacturing operations
are vertically integrated and include the extrusion of triexta,
nylon, polyester and polypropylene resins, as well as recycled
post-consumer plastics, into fiber. Flooring NA is also vertically
integrated in yarn processing, carpet backing manufacturing,
tufting, weaving, dyeing, coating and finishing.

The Segment is also vertically integrated with significant
manufacturing assets that produce laminate flooring, high
density fiber board, wood flooring, fiberglass sheet vinyl and
luxury vinyl tile. Flooring NA continues to invest in capital
expenditures, such as the expansion of the Company'’s
North American LVT and premium laminate manufacturing
capacity. Other investments in state-of-the-art equipment
support market growth, increase manufacturing efficiency
and improve overall cost competitiveness.



Flooring ROW

The Company's laminate flooring manufacturing operations
in Europe are vertically integrated. The Company believes
Flooring ROW has advanced equipment that results in
competitive manufacturing in terms of cost and flexibility.
In addition, Flooring ROW has significant manufacturing
capability for wood flooring, LVT and sheet vinyl. The 2018
acquisition of Godfrey Hirst established vertically integrated
broadloom carpet and carpet tile operations in Australia and
New Zealand, including the production of wool yarn. Flooring
ROW is also vertically integrated in carpet manufacturing,
including tufting, weaving, dyeing, coating and finishing.

Flooring ROW continues to invest in capital expenditures
such as LVT, utilizing the latest advances in technologies to
increase manufacturing capacity, improve efficiency and
develop new capabilities including state-of-the-art, fully
integrated production that will leverage the Company’s proven
record of bringing innovative and high-quality products to its
markets. The manufacturing facilities for roofing panels,
insulation boards, MDF and chipboards in Flooring ROW are
all configured for cost-efficient manufacturing and production
flexibility and are competitive in the European market.

Inputs and Suppliers

Global Ceramic

The principal raw materials used in the production of
ceramic tile are clay, talc, feldspar, industrial minerals and
glazes. The Company has long-term clay mining rights in
North America, Russia, Bulgaria and Brazil that satisfy a portion
of its clay requirements for producing tile. The Company
also purchases a number of different grades of clay for the
manufacture of its tile. Glazes are used on a significant
percentage of manufactured tiles. Glazes consist of frit
(ground glass), zircon, stains and other materials, with frit
being the largest component. The Company manufactures
a significant amount of its frit requirements. The Company
believes that there is an adequate supply of all grades of clay,
talc and industrial minerals that are readily available from a
number of independent sources. If these suppliers were unable
to satisfy the Company's requirements, the Company believes
that alternative supply arrangements would be available.

Flooring NA

The principal raw materials used in the production of
carpet and rugs are polyester, triexta, nylon, polypropylene,
caprolactam, recycled post-consumer plastics, synthetic
backing materials, latex and various dyes and chemicals, the
majority of which are petroleum-based. The Company uses
wood chips, wood veneers, lumber, paper and resins in its
production of laminate and wood products. In its vinyl flooring
operations, the Company uses glass fiber, plasticizers and
polyvinyl chloride (PVC) resins. Major raw materials used in
the Company’s manufacturing process are available from
independent sources, and the Company obtains most of its
raw materials from major suppliers that provide inputs to
each major product category. If these suppliers were unable

to satisfy the requirements, the Company believes that alter-
native supply arrangements would be available. The market
for raw materials is sensitive to temporary disruptions.

Flooring ROW

The principal raw materials used in the production of boards,
laminate and wood flooring are wood, paper and resins. The
wood suppliers provide a variety of wood species, providing
the Company with a cost-effective and secure supply of raw
material. In its vinyl flooring operations, the Company uses
glass fiber, plasticizers and PVC resins. Major raw materials used
in the Company’s manufacturing process are available from
independent sources, and the Company has long-standing
relationships with a number of suppliers. The principal raw
materials used in the production of broadloom carpet and
carpet tile are wool, polyester, triexta, nylon, polypropylene,
caprolactam, recycled post-consumer plastics, synthetic
backing materials, latex and various dyes and chemicals, the
majority of which are petroleum-based. If these suppliers were
unable to satisfy the requirements, the Company believes that
alternative supply arrangements would be available. The market
for raw materials is sensitive to temporary disruptions.

Industry and Competition

The Company is the largest flooring manufacturer in
a fragmented industry composed of a wide variety of
companies ranging from small, privately-held firms to large
multinationals. In 2022, the U.S. floor covering industry
reported $37.6 billion in sales, up approximately 7.5% over
2021's sales of $35.0 billion. In 2022, the primary categories
of flooring in the U.S., based on sales, were carpet and rugs
(33.7%), resilient consisting of LVT, sheet vinyl and various
other resilient categories (32.7%), ceramic tile (12.7%), wood
(12.1%), stone (5.7%) and laminate (3.2%). In 2022, the primary
categories of flooring in the U.S., based on square feet sold,
were resilient consisting of LVT, sheet vinyl and various other
resilient categories (39.3%), carpet and rugs (38.6%), ceramic
tile (12.0%), wood (5.4%), laminate (3.3%) and stone (1.4%).
Each of these categories is influenced by the residential and
commercial construction and residential and commercial
remodeling end-use markets. These markets are influenced
by many factors including changing consumer preferences,
consumer confidence, spending for durable goods, interest
rates, inflation, availability of credit, turnover in housing and
the overall strength of the economy.

The principal methods of competition within the floor
covering industry generally are product innovation, style,
quality, price, performance technology and service. In each
of the markets, price and market coverage are particularly
important when competing among product lines. The
Company actively seeks to differentiate its products in
the marketplace by introducing innovative products with
premium features that provide a superior value proposition.
The Company'’s investments in manufacturing technology,
computer systems and distribution networks, as well as the
Company’s marketing strategies and resources, contribute
to its ability to compete on the basis of performance, quality,
style and service, rather than price.
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Global Ceramic

Globally, the ceramic tile industry is significantly fragmented.
Certain regions around the world have established sufficient
capacity to allow them to meet domestic needs in addition to
exporting product to other markets where their cost, design
and/or technical advantages may drive consumer preferences.
Some mature markets have seen industry consolidation driven
by mergers and acquisitions; however, most markets are
comprised of many relatively small manufacturers all working
with similar technologies, raw materials and designs. During
2022, the estimated global capacity for ceramic tile was
180 billion square feet - down 9.7% from the prior year
primarily due to inflation, an energy crisis and slowing
demand for flooring in the second half of 2022 - with selling
prices varying widely based on many factors, including
supply within the market, materials used, size, shape and
design. While the Company operates ceramic manufacturing
facilities in eight countries, the Company has leveraged
advantages in technology, design, brand recognition and
marketing to extend exports of its products to approximately
160 countries. As a result of this global sales strategy, the
Company faces competition in the ceramic tile market from
a large number of foreign and domestic manufacturers, all of
which compete for sales of ceramic tile to customers through
multiple residential and commercial channels. The Company
believes itis the largest manufacturer, distributor and
marketer of ceramic tile in the world. The Company also
believes itis the largest manufacturer, distributor and
marketer of ceramic tile in specific markets, including the
U.S., Europe and Russia, as well as maintaining leading
positions in the Mexican and Brazilian markets. The Company
has leveraged the advantages of its scale, product innovation
and unique designs in these markets to solidify its leadership
position, however the Company continues to face pressures
in these markets from imported ceramic products as well as
alternate flooring categories.

Flooring NA

The North American flooring industry is highly competitive,
with an increasing variety of product categories, shifting
consumer preferences, supply chain disruptions and
pressures from imported products, particularly in the rug
and hard surface categories. Based on industry publications,
in 2022, the U.S. flooring industry had carpet and rug sales
of approximately $12.7 billion out of the overall $37.6 billion
market. Based on its 2022 net sales, the Company believes
itis the largest producer of rugs and the second largest
producer of carpet in the world. The Company differentiates
its carpet and rug products in the marketplace through
proprietary fiber systems, state-of-the-art manufacturing

technologies and unique styling as well as leveraging the
strength of some of the oldest and best-known brands in
the industry. The Company also believes it is the largest
manufacturer and distributor of laminate flooring in the U.S,,
as well as the producer of the industry’s first waterproof
wood flooring. The Company’s leading position in laminate
flooring is driven by the strength of its premium brands

as well as technical innovations such as water resistance,
realistic visuals, beveled edges, deeply embossed in register
surfaces and patented installation technologies. The U.S.
resilient industry is highly competitive, and according to
industry publications, grew more than 17.4% in 2022. Based
on industry publications, in 2022, LVT, sheet vinyl and other
various resilient categories generated sales of $12.3 billion
out of the $37.6 billion total U.S. flooring market. The Company
believes that it is one of the largest manufacturers and
distributors of LVT and sheet vinyl in the U.S. The Company’s
sheet vinyl operations produce fiberglass backed products,
which have proven more popular with consumers in the past
several years due to superior performance and durability.
The Company has expanded its resilient product portfolio
to include a renewable polymer core (RPC) category that is

a PVC-free alternative to traditional resilient products while
maintaining waterproof capabilities and exceeding the
scratch resistance of traditional LVT.

Flooring ROW

The Company faces competition in the non-U.S. laminate,
wood, LVT and sheet vinyl flooring business from a large
number of domestic manufacturers as well as pressures
from imports. The Company believes it is one of the largest
manufacturers and distributors of laminate flooring in
the world, with a focus on premium products, which the
Company supplies under some of the best-known and
most widely marketed brands in its regions. In addition,
the Company believes it has a competitive advantage in
its laminate flooring markets as a result of the Company’s
industry-leading water resistance, realistic visuals and
embossed-in-register surfaces as well as patented
installation technologies, all of which allow the Company to
differentiate its products in the areas of design, performance,
installation and assembly. In wood flooring, the Company
has extended the strength of its well-known laminate
brands and its installation technologies to add value to
its wood collections. The Company faces competition in
the non-U.S. vinyl flooring channel from a large number of
domestic and foreign manufacturers, but believes it has a
competitive advantage in its LVT and sheet vinyl markets
due to industry-leading design, patented technologies,
brand recognition and vertical integration. The Company
has elevated the performance of its sheet vinyl collections
and is now aggressively placing the product in commercial
applications. After initially extending its geographic footprint



by acquiring national hard surface distributors in Australia
and New Zealand, the Company acquired Godfrey Hirst,
making the Company the largest manufacturer of carpet in
both countries. The Company has integrated its soft and
hard surface businesses to provide a comprehensive offering
to residential and commercial customers in the region. In
Australia and New Zealand, the Company faces competition
from a large number of domestic and foreign manufacturers,
but believes it has a competitive advantage in its carpet
and hard surface offering due to industry-leading design,
patented technologies, brand recognition and vertical
integration of manufacturing and distribution. Through the
acquisitions of Xtratherm and of Ballytherm, the Company
has extended its insulation business to the United Kingdom
and Ireland while expanding sales in its core Benelux Region.
The Company also expanded its European wood panels
business by acquiring German-based Berghoef and Otto
Schneider (mezzanine flooring) and French-based Panneaux
De Corréze (MDF). The Company also extended its sheet
vinyl business with the acquisition of Polish-based Lentex.

Patents and Trademarks

Intellectual property is important to the Company'’s
business and the Company relies on a combination of
patent, copyright, trademark and trade secret laws to
protect its interests.

The Company uses several trademarks that it considers
important in the marketing of its products, including
American Olean, Daltile, Decortiles, Durkan, Eliane,
Elizabeth, EmilGroup, Feltex, Foss, Godfrey Hirst, IVC
Commercial, IVC Home, Karastan, Kerama Marazzi, Lentex,
Leoline, Marazzi, Moduleo, Mohawk, Mohawk Group,
Mohawk Home, Pergo, Quick-Step and Unilin. These
trademarks reflect innovations in design, performance and
installation, which represent competitive advantages and
provide differentiation from competing brands in the market.

Flooring ROW owns a number of patent families in Europe
and the U.S., some of which the Company licenses to manu-
facturers throughout the world. The Company continues to
explore additional opportunities to generate revenue from
its patent portfolio.

Major Customers

During 2023, no single customer accounted for more than
10% of the Company's total net sales, and the top 10 customers
accounted for less than 20% of the Company's total net sales.
The Company believes the loss of one major customer would
not have a material adverse effect on its business.

Human Capital

The Company’s management team recognizes the impor-
tance of its employees to the Company’s overall long-term
success. The Company prioritizes its employees by focusing
on a number of human capital objectives, including recruit-
ment, development, engagement and retention, and safety,
health and well-being.

The Company'’s talent development initiatives center on
the education, exposure and experience of its employees,
and the Company’s commitment to diversity. The Company
prioritizes the development of early-in-career minority
talent to build and expand future generations of minority
leadership. The Company is also dedicated to building
community partnerships and leveraging its employer brand
to yield an applicant pool that reflects the diversity of the
communities in which the Company operates. The Company
remains committed to promoting all aspects of diversity,
equity and inclusion in its hiring practices and talent
development framework.

The Company is dedicated to creating a working envi-
ronment that is free from hazards, promoting employee
well-being and prioritizing safety at every level. The Company
fosters a collaborative partnership with its employees to
uphold safe and secure workplaces across the globe. Each of
the Company'’s business segments prioritizes enhancement
of safety measures within their respective facilities, with a
heightened focus on equipment maintenance, machine guards
and peer-to-peer feedback. By consolidating safety data from
all business segments, the Company calculates its corporate
recordable incident rate, which serves as a key indicator of
our overall safety performance.

As of December 31, 2023, the Company employed
approximately 43,300 persons, consisting of approximately
17,100 in the United States and Canada, approximately
14,900 in Europe and approximately 11,300 in other countries.
The majority of the Company’s European manufacturing
employees are members of unions. The Company has not
experienced any major strikes or work stoppages in recent
years and believes that its relations with its employees
are good.

Governmental Regulations

As a global manufacturing company, the Company’s oper-
ations are subject to numerous federal, state and local laws
and regulations, both within and outside the U.S., in areas
such as environmental protection, international trade, data
privacy, tax, consumer protection, government contracts,
climate change and others. The Company is subject to
import and export controls, tariffs, and other trade-related
regulations and restrictions in the countries in which it
has operations or otherwise does business. The Company
believes that it is in compliance, in all material respects, with
presently applicable laws and regulations.

Mohawk | 2023 Annual Report | 9



The Company complies with all laws and regulations
regarding protection of the environment, and in many
cases where laws and regulations are less restrictive, the
Company has established and is following its own standards,
consistent with the Company’s commitment to environmental
responsibility. These compliance requirements align with the
Company'’s focus on sustainability initiatives. The Company
believes that itis in compliance, in all material respects, with
presently applicable governmental provisions relating to envi-
ronmental protection in the countries in which the Company
has manufacturing operations. Compliance with these
environmental laws and regulations did not have a material
effect on capital expenditures, earnings, or the Company’s
competitive position during 2023 and is not expected to be
material in 2024.

Available Information

The Company’s Internet address is https://www.mohawkind.
com. The Company makes available the following reports
it files on its website, free of charge, under the heading
“Investors”:

e annual reports on Form 10-K;

e quarterly reports on Form 10-Q;

e current reports on Form 8-K; and

¢ amendments to the foregoing reports.

The foregoing reports are made available on the
Company'’s website as soon as practicable after they are
filed with, or furnished to the Securities and Exchange
Commission ("SEC"). In addition to our website, the SEC
maintains an Internet site that contains our reports, proxy
and information statements, and other information that we
electronically file with, or furnish to, the SEC at www.sec.gov.

Item 1A. Risk Factors

In addition to the other information provided in this
Form 10-K, the following risk factors should be considered
when evaluating an investment in shares of the Company'’s
Common Stock. If any of the events described in these risks
were to occur, it could have a material adverse effect on
the Company'’s business, financial condition and results
of operations.

Industry and Economic Risks

The floor covering industry is sensitive to changes in general
economic conditions, such as consumer confidence, income
and spending, corporate and government spending,

interest rate levels, availability of credit and demand for
housing. Significant or prolonged declines in the U.S.

or global economies could have a material adverse effect
on the Company’s business.

Downturns in the U.S. and global economies negatively
impact the floor covering industry and the Company's
business. During times of economic uncertainty or decline,
end consumers tend to spend less on remodeling their homes,
which is how the Company derives a majority of its sales.
Likewise, new home construction - and the corresponding
need for new flooring materials - tends to slow during
recessionary periods. Cyclical economic downturns have
caused, and could continue to cause, the industry to soften
globally orin the local markets in which the Company
operates. A significant or prolonged decline in residential or
commercial remodeling or new construction activity could
have a material adverse effect on the Company'’s business
and results of operations.

The Company faces intense competition in the flooring
industry that could decrease demand for the Company’s
products or force it to lower prices, which could have a
material adverse effect on the Company’s business.

The floor covering industry is highly competitive. The
Company faces competition from a number of manufacturers
and independent distributors. Some of the Company'’s
competition is from companies located outside of the major
markets in which the Company participates, and these
competitors may benefit from lower input costs or state
subsidies. Also, trade tariffs may impact both the Company
and its competitors in different and unpredictable ways.
Maintaining the Company’s competitive position may
require substantial investments in the Company’s product
development efforts, manufacturing facilities, distribution
network and sales and marketing activities. Competitive
pressures may also result in decreased demand for the
Company's products, force the Company to lower prices or
prevent the Company from raising prices to keep up with
inflation. Moreover, fluctuations in currency exchange rates
and input costs may contribute to more attractive pricing
for imports that compete with the Company’s products,
which may put pressure on the Company’s pricing. Any of
these factors could have a material adverse effect on the
Company’s business.



International Risks

The Company manufactures, sources and sells many
products internationally and is exposed to risks associated
with doing business globally.

The Company’s international activities are significant
to its manufacturing capacity, revenues and profits; and
the Company continues to expand internationally through
acquisitions, construction of new manufacturing operations
and investments in existing ones. Currently, Flooring ROW
has significant operations in Europe, Russia, Brazil, Malaysia,
Australia and New Zealand and Global Ceramic has
significant operations in Brazil, Europe, Russia and Mexico.
In addition, the Company sources raw materials and finished
goods from multiple international locations.

The Company’s international sales, supply chain,
operations and investments are subject to risks and
uncertainties, including:

e changes in foreign country regulatory requirements;

e differing business practices associated with
foreign operations;

e various import/export restrictions and the availability of
required import/export licenses;

e imposition of foreign or domestic tariffs and other
trade barriers;

e foreign currency exchange rate fluctuations;

e differing inflationary or deflationary market pressures;

e foreign country tax rules, regulations and other require-
ments, such as changes in tax rates and statutory and
judicial interpretations in tax laws;

e differing labor laws and changes in those laws;

e work stoppages and labor shortages;

e disruptions in the shipping of imported and
exported products;

e government price controls;

e extended payment terms and the inability to collect
accounts receivable;

e potential difficulties repatriating cash from
non-U.S. subsidiaries;

e compliance with laws governing international relations
and trade, including those U.S. and European Union
laws that relate to sanctions and corruption; and

e supply chain disruption or price escalations for oil, natural
gas and other raw materials due to regional conflict.

The Company cannot assure investors that it will succeed
in developing and implementing policies and strategies
to address the foregoing risks effectively in each location
where the Company does business, and therefore that the
foregoing factors will not have a material adverse effect on
the Company'’s business.

The Company operates in emerging markets, including
Brazil, eastern Europe, Malaysia, Mexico and Russia, and
therefore has exposure to doing business in potentially
unstable areas of the world.

Operations in emerging markets are subject to greater risk
than more developed markets, including in some cases
significant legal, economic and political risks. Market conditions
and the political structures that support them are subject
to rapid change in these economies, and the Company may
not be able to react quickly enough to protect its assets and
business operations. In particular, developing markets in
which the Company operates may be characterized by one
or more of the following:

e complex and conflicting laws and regulations, which
may be inconsistently or arbitrarily enforced;

e high incidences of corruption in state regulatory
agencies;

e volatile inflation;

e widespread poverty and resulting political instability;

e compliance with laws governing international relations
and trade, including U.S. and European Union laws that
relate to sanctions and corruption;

e immature legal and banking systems;

e uncertainty with respect to title to real and
personal property;

e underdeveloped infrastructure;

e heavy state control of natural resources and
energy supplies;

e state ownership of transportation and supply
chain assets;

e high protective tariffs and inefficient customs
processes;

e high crime rates; and

e war and/or armed conflict.

Changes in any one or a combination of these factors could
have a material adverse effect on the Company'’s business.

Fluctuations in currency exchange rates may impact the
Company’s financial condition and results of operations
and may affect the comparability of results between the
Company’s financial periods.

The results of the Company'’s foreign subsidiaries are
translated into U.S. dollars from the local currency for
consolidated reporting. The exchange rates between
some of these currencies and the U.S. dollar in recent
years have fluctuated significantly and may continue to do
so in the future. The Company may not be able to manage
effectively its currency translation risks, and volatility in
currency exchange rates may have a material adverse
effect on the Company’s consolidated financial statements
and affect comparability of the Company’s results between
financial periods.
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The ongoing military conflict between Russia and Ukraine
has impacted and may continue to affect the Company’s
business and results of operations.

As a result of ongoing Russian military actions in Ukraine,
the Company has experienced and may continue to experi-
ence supply chain disruption of raw materials sourced from
Ukraine, as well as other materials and spare parts needed in
the Company'’s operations if alternative sources identified in
other countries cannot fulfill these needs. The Company can
also be impacted by global increases in the cost of natural
gas, oil and oil-based raw materials and chemicals, which
were among the broader consequences of Russia’s actions in
the initial year of the conflict. In addition, the United States,
the European Union and other governments have imposed
and extended sanctions on certain individuals and financial
institutions and have proposed to use broader economic
sanctions. Since first quarter 2022, the Company has
suspended new investments in Russia.

The broader consequences of this conflict, which may include
further economic sanctions, embargoes, regional instability,
and geopolitical shifts; potential retaliatory actions, including
nationalization of foreign-owned businesses; increased
tensions between the United States and countries in which
the Company operates; and the extent of the conflict’s effect
on the Company'’s business and results of operations, as
well as the global economy, cannot be predicted. Any future
consequences of the conflict, including additional economic
sanctions, may resultin an adverse effect on the Company’s
Russian operations, which represented approximately 4% of net
sales for the year ended December 31, 2023. The Company
continues to monitor the potential impacts on its business
and the ancillary impacts that the conflict may have on its
other global operations.

Business and Operational Risks

The Company may be unable to predict customer prefer-
ences or demand accurately, or to respond effectively to
technological developments.

The Company operates in a market sector where demand
is strongly influenced by rapidly changing customer prefer-
ences as to product design, product category and technical
features. Failure to quickly and effectively respond to
changing customer demand or technological developments
could have a material adverse effect on the business.

In addition, the rapid development of new technologies
such as artificial intelligence, as well as other technologies in
the future that are not foreseen today, continue to transform
the markets within which the Company operates. In order to
remain competitive, the Company will need to adapt to and
integrate new technologies into its current and future oper-
ations, and also guard against existing and new competitors
disrupting its business using such technologies. There can
be no assurance that the Company will continue to compete
effectively with its industry peers due to tech