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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
AMERICAN BILTRITE INC. AND SUBSIDIARIES

CONSOLIDATING CONDENSED BALANCE SHEETS - ASSETS
(In thousands of dollars)

ABI Consolidated Eliminations
September December September December
30, 2004 31, 2003 30, 2004 31, 2003
(Unaudited) (Unaudited)

25

42

43

43
43
44

45

Congoleum
September Decemb
30, 2004 31, 20

(Unaudited)
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Assets
Current Assets:

Cash and cash equivalents $ 28,108 $ 3,959 $ 27,586 $ 2,1
Restricted cash 18,077 1,757 18,077 1,7
Accounts receivable, net 48,340 36,010 S (95) $(280) 18,569 13,5
Inventories 84,781 81,480 (223) (240 43,096 44,9
Assets of discontinued
operation 2,809 2,902
Deferred income taxes 10,738 11,033 8,457 8,7
Prepaid expense & other
current assets 10,633 13,113 8,089 9,6
Total current assets 203,486 150,254 (318) (520) 123,874 80,9
Proper, plant & equipment,
net 125,494 134,285 81,125 87,0
Other assets:
Insurance for
asbestos-related
liabilities 10,700 10,700
Goodwill, net 11,300 11,300
Other assets 11,423 13,440 (186) (186) 7,552 7,9
33,423 35,440 (186) (186) 7,552 7,9
Total assets $362,403 $319,979 $(504) $(7006) $212,551 $175, 8
See accompanying notes to consolidating condensed financial statements.
3
AMERICAN BILTRITE INC. AND SUBSIDIARIES
CONSOLIDATING CONDENSED BALANCE SHEETS - LIABILITIES AND STOCKHOLDERS' EQUITY
(In thousands of dollars)
ABI Consolidated Eliminations Congoleum
September December September December September Dec
30, 2004 31, 2003 30, 2004 31, 2003 30, 2004 31,
(Unaudited) (Unaudited) (Unaudited)
Liabilities
Current liabilities:
Accounts payable $ 25,378 $ 13,327 $ (95) $ (280) $ 13,534 S
Accrued expenses 49,371 42,261 29,555 2
Asbestos-related liabilities 21,712 9,819 21,712
Liabilities of discontinued
operation 318 688 -
Deferred income taxes 4,556 4,376 4,556
Notes payable 19,379 18,125 8,638 1
Current portion of
long-term debt 21,319 21,289 ——



Edgar Filing: AMERICAN BILTRITE INC - Form 10-Q

Total current liabilities

Long-term debt, less current

portion

Asbestos—-related liabilities

Other liabilities

Noncontrolling interests

Liabilities subject to
compromise

Stockholders' equity
Common stock

Additional paid-in capital

Retained earnings

Accumulated other
comprehensive loss

Less treasury shares

Total stockholders' equity

Total liabilities and
stockholders' equity

See accompanying notes to consolidating condensed financial statements.

CONSOLIDATING CONDENSED STATEMENTS OF OPERATIONS

For the Three Months Ended September 30,

(In thousands of dollars,

Net sales

Cost of products sold
Selling, general &
administrative expenses

Income from operations
Other (income) expense
Interest income
Interest expense
Other (income) expense

Income (loss) before taxes

142,033 109,885 (95) (280) 77,995 5
2,943 103,626 —= 9
10,700 10,700
17,435 62,126 - (186) 3,900 4
589 663
153,618 —= (186) —= 153,804
327,318 287,000 (281) (466) 235,699 20
46 46 (93) (93) 93
19,548 19,548 (49,105) (49,105) 49,105 4
48,709 47,573 35,052 35,035 (44,700) (4
(18,086) (19,056) 6,110 6,110 (19,833) (2
(15,132) (15,132) 7,813 7,813 (7,813) (
35,085 32,979 (223) (240) (23,1438) (2
$362,403 $319,979 $ (504) (706) $212,551 S17
4
AMERICAN BILTRITE INC. AND SUBSIDIARIES
(Unaudited)
2004 and 2003
except per share amounts)

ABI Consolidated Eliminations Congoleum
2004 2003 2004 2003 2004 2003
$113,180 $107,825 S 56 S (1) $58,871 $61,13

80,564 78,807 52 (13) 41,812 46,12
26,520 26,701 12,959 13,35
6,096 2,317 4 12 4,100 1,65

(26) (21) (26) (
3,136 2,849 2,417 2,27
12 (350) 56 16 (212) (31
3,122 2,478 56 16 2,179 1,96
2,974 (161) (52) (4) 1,921 (30

and other items
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Provision (credit) for income

taxes 1,342 (1,562) 768 (1,58
Noncontrolling interests (118) (53)
Income from continuing
operations 1,514 1,348 (52) (4) 1,153 1,28
Discontinued operation (70) (922)
Net income (loss) S 1,444 S 426 $(52) S (4) $ 1,153 $ 1,28
Income per common share
from continuing operations,
basic and diluted $ 0.44 $ 0.39
Discontinued operation (0.02) (0.27)
Net income per common
share, basic and diluted S 0.42 S 0.12
Weighted average number
of common and equivalent
shares outstanding
Basic 3,442 3,442
Diluted 3,466 3,442
Dividends declared per common
share S - $ -
See accompanying notes to consolidating condensed financial statements.
5
AMERICAN BILTRITE INC. AND SUBSIDIARIES
CONSOLIDATING CONDENSED STATEMENTS OF OPERATIONS (Unaudited)
For the Nine Months Ended September 30, 2004 and 2003
(In thousands of dollars, except per share amounts)
ABI Consolidated Eliminations Congoleum
2004 2003 2004 2003 2004 2003
Net sales $325,105 $313,271 $ 146 S 22 $173,822 $169,715
Cost of products sold 234,034 231,200 (86) 11 126,326 129,779
Selling, general &
administrative expenses 79,166 80,111 37,961 39,072
Income from operations 11,905 1,960 232 11 9,535 864
Other (income) expense
Interest income (38) (171) (26) (55
Interest expense 9,185 8,386 6,976 6,748
Other (income) expense (250) (1,970) 215 59 (877) (9406
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8,891 6,245 215 59 6,073 5,747
Income (loss) before taxes
and other items 3,014 (4,285) 17 (48) 3,462 (4,883
Provision (credit) for income
taxes 1,395 (1,381) 1,384 (1,584
Noncontrolling interests (141) (143)
Income (loss) from
continuing operations 1,478 (3,047) 17 (48) 2,078 (3,299
Discontinued operation (342) (11,538)
Net income (loss) $ 1,136 $ (14,585) S 17 $(48) $ 2,078 $ (3,299
Income (loss) per common
share from continuing
operations, basic and
diluted $ 0.43 S (0.89)
Discontinued operation (0.10) (3.35)
Net income (loss) per
common share, basic
and diluted $ 0.33 S (4.24)
Weighted average number of
common and equivalent
shares outstanding
Basic 3,442 3,442
Diluted 3,455 3,442
Dividends declared per
common share $ - $ 0.1875

See accompanying notes to consolidating condensed financial statements.

AMERICAN BILTRITE INC. AND SUBSIDIARIES
CONSOLIDATING CONDENSED STATEMENTS OF CASH FLOWS (Unaudited)
For the Nine Months Ended September 30, 2004 and 2003
(In thousands of dollars)

ABI Consolidated Eliminations C
2004 2003 2004 2003 2004
Operating activities
Net income (loss) $ 1,136 $(14,585) s 17 $(48) $ 2,07
Net loss from discontinued operation 342 11,538
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Income (loss) from continuing operations
Adjustments to reconcile net income
(loss) to net cash provided (used) by
operating activities:
Depreciation and amortization
Deferred income taxes
Loss on disposal of property and equipment
Change in operating assets and liabilities:
Accounts and notes receivable
Inventories
Prepaild expenses and other assets
Accounts payable and accrued expenses
Asbestos-related expenses
Noncontrolling interests
Other

Net cash provided (used) by operating
activities
Investing activities
Investments in property, plant and equipment
Proceeds from sale of property, plant
and equipment

Net cash used by investing activities
Financing activities

Net short-term borrowings

Payments on long-term debt

Net change in restricted cash

Dividends paid

Net cash (used) provided by financing
activities
Effect of foreign exchange rate changes on cash

Net cash provided (used) by continuing
operations
Net cash used by discontinued operations

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

1,478 (3,047) 17 (48) 2,07
13,246 13,498 8, 54
550 — 55

184 —

(12,326) (4,826) (282) (790) (5,00
(2,984) 6,401 (17) 48 1,89
6,009 4,482 3,49
28,870 (9,529) 282 790 23,51
(4,500) (11,145) (4,50

(74) 143
(155) (1,150) 50

30,298 (5,173) — — 31,08

(3,955) (6,062) (2,24
30 — 3
(3,925) (6,062) — — (2,21
982 10,044 (1,59
(897) (865)
(1,854) (4,117) (1,85
— (645)
(1,769) 4,417 — — (3, 44
164 (1,463)
24,768 (8,281) — — 25,41
(619) (2,554)
3,959 20,160 2,16
$28,108 $ 9,325 s s —— $27,58

See accompanying notes to consolidating condensed financial statements.

AMERICAN BILTRITE INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATING CONDENSED

FINANCIAL STATEMENTS
September 30, 2004

(Unaudited)

Note A - Basis of Presentation

The accompanying unaudited consolidating condensed financial statements which

include the accounts of American Biltrite Inc.

and its wholly owned subsidiaries

(and including, unless the context otherwise indicates, K&M Associates, L.P.,

referred to herein as "ABI", "American Biltrite"

or the "Company") as well as

entities over which it has voting control have been prepared in accordance with
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accounting principles generally accepted in the United States for interim
financial information, the instructions to Form 10-Q and Rule 10-01 of
Regulation S-X. Accordingly, they 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 recurring adjustments and provisions for
discontinued operations) considered necessary for a fair presentation have been
included. Operating results for the three and nine month periods ended September
30, 2004 are not necessarily indicative of the results that may be expected for
the year ending December 31, 2004. For further information, refer to the
consolidated financial statements and footnotes thereto included in the
Company's Annual Report on Form 10-K for the year ended December 31, 2003.

Historical financial results have been restated to reflect the classification of
American Biltrite Inc.'s wholly owned subsidiary, Janus Flooring Corporation
("Janus"), as a discontinued operation in accordance with the Financial
Accounting Standards Board's ("FASB") Statement of Financial Accounting
Standards ("SFAS") No. 144, "Accounting for the Impairment or Disposal of
Long-lived Assets" (See Note H).

As discussed more fully below and elsewhere in these footnotes, the Company's
majority owned subsidiary Congoleum Corporation ("Congoleum") filed a
reorganization plan on December 31, 2003. The accompanying consolidating
condensed financial statements include the results for Congoleum for all periods
presented. ABI continues to own a majority of the voting stock of Congoleum. As
a result, the Company expects to continue to control Congoleum while it is in
reorganization proceedings. On November 8, 2004, Congoleum filed a modified plan
of reorganization, disclosure statement and related documents with the
Bankruptcy Court. Although there can be no assurances that the plan will not be
modified again or that Congoleum will obtain the necessary acceptances and
approvals required for confirmation of the plan, the terms of the plan
anticipate no changes in equity ownership of Congoleum upon emergence from
reorganization. Accordingly, the Company has elected to continue to consolidate
the financial statements of Congoleum in its consolidated results because it
believes that is the appropriate presentation given its anticipated continuing
control of Congoleum. However, the accompanying financial statements also
present the details of consolidation to separately show the financial condition,
operating results and cash flows of ABI (excluding Congoleum and its wholly
owned subsidiaries) and Congoleum and its wholly owned subsidiaries, which may
be more meaningful for certain analyses.

Note A - Basis of Presentation (continued)

The financial statements of Congoleum have been prepared on a going concern
basis, which contemplates the realization of assets and the satisfaction of
liabilities in the normal course of business. Accordingly, the financial
statements do not include any adjustments that might be necessary should
Congoleum be unable to continue as a going concern. As described in Note J,
there is substantial doubt about Congoleum's ability to continue as a going
concern unless it obtains relief from its substantial asbestos liabilities
through a successful reorganization under Chapter 11 of the United States
Bankruptcy Code.

The American Institute of Certified Public Accountants Statement of Position
90-7, "Financial Reporting by Entities in Reorganization under the Bankruptcy
Code" ("SOP 90-7"), provides financial reporting guidance for entities that are
reorganizing under the United States Bankruptcy Code ("the Bankruptcy Code").
Congoleum has implemented this guidance in its consolidated financial statements
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for periods commencing after December 31, 2003. Pursuant to SOP 90-7, companies
in reorganization under the Bankruptcy Code are required to segregate
pre-petition liabilities that are subject to compromise and report them
separately on the balance sheet. Liabilities that may be affected by a plan of
reorganization are recorded at the amount of the expected allowed claims, even
if they may be settled for lesser amounts. Liabilities for asbestos claims are
recorded based upon the minimum amount Congoleum expects to spend for its
contribution to, and costs to settle asbestos liabilities through, a plan trust
established under Section 524 (g) of the Bankruptcy Code. Obligations arising
post-petition, and pre-petition obligations that are secured or that the
Bankruptcy Court has authorized Congoleum to pay, are not classified as
liabilities subject to compromise. Other pre-petition claims (which would be
classified as liabilities subject to compromise) may arise due to the rejection
by Congoleum of executory contracts or unexpired leases pursuant to the
Bankruptcy Code, or as a result of the allowance by the Bankruptcy Court of
contingent or disputed claims.

The consolidated balance sheet at December 31, 2003 has been derived from the
audited financial statements as of that date but does not include all of the
information and footnotes required by accounting principles generally accepted
in the United States for complete financial statements.

Certain amounts appearing in the prior period's consolidating condensed

financial statements have been reclassified to conform to the current period's
presentations.

Note B - Stock Based Compensation

The Company and Congoleum disclose stock-based compensation information in

accordance with FASB Statement No. 148 ("SFAS 148"), "Accounting for Stock-Based
Compensation--Transition and Disclosure —-an Amendment of FASB Statement No.
123," and Statement No. 123 ("SFAS 123"), "Accounting for Stock-Based
Compensation." SFAS 148 provides additional transition guidance for companies

that elect to voluntarily adopt the provisions of SFAS 123. SFAS 148 does not
change the provision of SFAS 123 that permits companies to continue to apply the
intrinsic value method of Accounting Principles Board Opinion No. 25 ("APB 25"),
"Accounting for Stock Issued to Employees." The Company and Congoleum have
elected to continue to account for its stock-based plans under APB 25, as well
as to provide disclosure of stock-based compensation as outlined in SFAS 123 as
amended by SFAS 148.

A reconciliation of consolidated net income (loss), as reported, to pro forma
consolidated net income (loss) including compensation expense for the Company's
and Congoleum's stock-based plans as calculated based on the fair value at the
grant dates for awards made under these plans in accordance with the provisions
of SFAS 123 as amended by SFAS 148, as well as a comparison of as reported and
pro forma basic and diluted EPS follows (in thousands, except per share data):

Three Months Ended Nine Months Ended
September 30, September 30,
2004 2003 2004 2003

Net income (loss):
As reported S 1,444 S 426 $ 1,136 $(14,585)
Deduct: Total stock-based
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employee compensation

expense determined under

fair value based method for

all awards, net of related tax

effects (101) (58) (225) (168)

Pro forma S 1,343 S 368 S 911 $(14,753)

Net income (loss) per share:

As reported S 0.42 S 0.12 S 0.33 S (4.24)
Pro forma compensation expense (0.03) (0.01) (0.07) (0.05)
Pro forma S 0.39 $ 0.11 S 0.26 S (4.29)
10
Note C - Inventories

Inventories at September 30, 2004 and December 31, 2003 consisted of the
following (in thousands):

September 30, December 31,
2004 2003
Finished goods $63,051 $62,072
Work—-in-process 10,607 7,953
Raw materials and supplies 11,123 11,455
$84,781 $81,480

Note D - Accrued Expenses

Accrued Expenses at September 30, 2004 and December 31, 2003 consisted of the
following (in thousands):

September 30, December 31,

2004 2003 (1)

Accrued advertising and sales

promotions $22,111 $19,071
Employee compensation and related

benefits 10,763 7,018
Warranty 2,944 2,700
Interest 163 3,879
Environmental matters 522 1,559
Royalties 1,255 1,205
Taxes payable 3,540 -
Other 8,073 6,829

$49,371 $42,261
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(1) Certain amounts included in the above line-item balances at December 31,
2003 have been reclassified as liabilities subject to compromise at
September 30, 2004. See Note F.

11
Note E - Other Liabilities

Other Liabilities at September 30, 2004 and December 31, 2003 consisted of the
following (in thousands):

September 30, December 31,

2004 2003 (1)

Pension benefits $2,247 $26,278
Environmental remediation and

product related liabilities 3,854 9,301

Other postretirement benefits 464 8,517

Deferred income taxes 9,908 10,355
Accrued workers' compensation

claims —— 5,130

Accrued compensation - 370

Other 962 2,175

$17,435 $62,126

(1) Certain amounts included in the above line-item balances at December 31,

2003 have been reclassified as liabilities subject to compromise at
September 30, 2004. See Note F.

Note F - Liabilities Subject to Compromise

As a result of Congoleum's Chapter 11 filing (see Notes A and J to the Unaudited
Consolidating Condensed Financial Statements), pursuant to SOP 90-7, Congoleum
is required to segregate pre-petition liabilities that are subject to compromise
and report them separately on the consolidated balance sheet. Liabilities that
may be affected by a plan of reorganization are recorded at the amount of the
expected allowed claims, even if they may be settled for lesser amounts.
Substantially all of Congoleum's pre-petition debt is recorded at face value and
is classified within liabilities subject to compromise. In addition, Congoleum's
accrued but unpaid interest expense on its 8 5/8% Senior Notes Due 2008 is also
recorded in liabilities subject to compromise. See Notes A and J to the
Unaudited Consolidating Condensed Financial Statements for further discussion of
Congoleum's asbestos liability.

12

Note F - Liabilities Subject to Compromise (continued)

Liabilities subject to compromise at September 30, 2004 are as follows (in
thousands) :

Debt (at face value) $100,000
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Pre-petition other payables and accrued interest 11,899
Pension liability 22,105
Other post-retirement benefit obligation 8,195
Pre-petition other liabilities 11,605
153,804

Elimination--Payable to American Biltrite (1806)
Total liabilities subject to compromise $153,618

Additional pre-petition claims (which would be classified as liabilities subject
to compromise) may arise due to the rejection by Congoleum of executory
contracts or unexpired leases, or as a result of the allowance by the Bankruptcy
Court of contingent or disputed claims.

Note G - Pension Plans

The Company and Congoleum sponsor several noncontributory defined benefit
pension plans covering most of their employees. Benefits under the plans are
based on years of service and employee compensation. Amounts funded annually by
the Company and Congoleum are actuarially determined using the projected unit
credit and unit credit methods and are equal to or exceed the minimum required
by government regulations. Congoleum also maintains health and life insurance
programs for retirees (reflected in the table below under the columns entitled
"Other Benefits").

13

Note G - Pension Plans (continued)

The following summarizes the components of the net periodic benefit cost for the
Company's and Congoleum's pension and other benefit plans during the three and
nine months ended September 30, 2004 and 2003 (in thousands) :

Three Months Ended Three Months Ended
September 30, 2004 September 30, 2003
Other Other
Pension Benefits Pension Benefits
Components of Net Periodic
Benefit Cost:
Service cost S 500 S 50 $ 469 $ 47
Interest cost 1,402 140 1,369 137
Expected return on plan
assets (1,210) —— (1,024) ——
Recognized net actuarial loss (61) 11 (61) 9
Amortization of transition
obligation (35) —— (44) ——
Amortization of prior
service cost 349 (116) 399 (116)
Net periodic benefit cost S 945 S 85 $ 1,108 $ 77
Nine Months Ended Nine Months Ended
September 30, 2004 September 30, 2003

12
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Other Other
Pension Benefits Pension Benefits
Components of Net Periodic
Benefit Cost:
Service cost $ 1,556 $ 150 $ 1,388 $ 141
Interest cost 4,206 420 4,079 411
Expected return on plan
assets (3,636) —— (3,035) ——
Recognized net actuarial loss (183) 33 (185) 27
Amortization of transition
obligation (104) —— (126) ——
Amortization of prior
service cost 1,098 (348) 1,196 (348)
Net periodic benefit cost $ 2,937 $ 255 $ 3,317 $ 231

14

Note G - Pension Plans (continued)

The weighted average assumptions used to determine net periodic benefit cost
were as follows:

Nine Months Ended Nine Months Ended
September 30, 2004 September 30, 2003
Other Other

Pension Benefits Pension Benefits

Discount rate 6.25% - 6.75% 6.75% 6.25% - 6.75% 6.75%

Expected long-term return on

plan assets 7.00% - 7.50% - 7.00% - 7.50% -
Rate of compensation increase 4.00% - 5.50% - 4.00% - 5.50% -

Note H - Discontinued Operation

During 2003, the Company decided to discontinue the operations of its Janus
subsidiary, a manufacturer of pre-finished hardwood flooring, and sell the
related assets. Results of Janus, including charges resulting from the shutdown,
are being reported as a discontinued operation.

Note I - Commitments and Contingencies

In the ordinary course of their businesses, the Company and Congoleum become
involved in lawsuits, administrative proceedings, product liability and other
matters, as more fully described below. In some of these proceedings, plaintiffs
may seek to recover large and sometimes unspecified amounts, and the matters may
remain unresolved for several years.

The Company and Congoleum record a liability for environmental remediation
claims when it becomes probable that the Company or Congoleum, as applicable,
will incur costs relating to a clean-up program or will have to make claim
payments and the costs or payments can be reasonably estimated. As assessments
are revised and clean-up programs progress, these liabilities are adjusted to
reflect such revisions and progress.

13
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Liabilities of Congoleum comprise the substantial majority of the environmental
and other liabilities reported on the Company's consolidated balance sheet. Due
to the relative magnitude and wide range of estimates of these liabilities and
the fact that recourse related to these liabilities is generally limited to
Congoleum, these matters are discussed separately following matters for which
ABI has actual or potential liability. However, since ABI includes Congoleum in
ABI's consolidating financial statements, to the extent that Congoleum incurs a
liability or expense, it will be reflected in ABI's consolidating financial
statements.

15

Note I - Commitments and Contingencies (continued)
American Biltrite Inc.

ABI is a co-defendant with many other manufacturers and distributors of asbestos
containing products in approximately 1,895 pending claims involving
approximately 3,429 individuals as of September 30, 2004. The claimants allege
personal injury or death from exposure to asbestos or asbestos-containing
products. Activity related to ABI's asbestos claims is as follows:

Nine Months

Ended Year Ended
September 30, December 31,
2004 2003
Beginning claims 1,954 884
New claims 455 1,367
Settlements (14) (14)
Dismissals (500) (283)
Ending claims 1,895 1,954

The total indemnity costs incurred to settle claims during the nine months ended
September 30, 2004 and twelve months ended December 31, 2003 were $952,000 and
$270,000, respectively, all of which were paid by ABI's insurance carriers
pursuant to ABI's relevant insurance policies, as were the related defense
costs. The average indemnity cost per resolved claim was approximately $1, 900
for the nine months ended September 30, 2004 and $900 for the year ended
December 31, 2003.

In general, governmental authorities have determined that asbestos-containing
sheet and tile products are nonfriable (i.e., cannot be crumbled by hand
pressure) because the asbestos was encapsulated in the products during the
manufacturing process. Thus, governmental authorities have concluded that these
products do not pose a health risk when they are properly maintained in place or
properly removed so that they remain nonfriable. The Company has issued warnings
not to remove asbestos-containing flooring by sanding or other methods that may
cause the product to become friable. The Company estimates its liability to
defend and resolve current and reasonably anticipated future asbestos-related
claims (not including claims asserted against Congoleum), based upon a strategy
to actively defend or seek settlement for those claims in the normal course of
business. Factors such as recent and historical settlement and trial results,
the incidence of past and recent claims, the number of cases pending against it
and asbestos litigation developments that may impact the exposure of the Company

14
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were considered in performing these estimates. In 2003, the Company engaged an
outside actuary to assist it in developing estimates of the Company's liability
for resolving asbestos claims at December 31, 2003. The actuary estimated the
range of liability for settlement of current claims pending and claims
anticipated to be filed through 2009 was $10.7 million to $16.0 million. The
Company believes no amount within this
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range is more likely than any other, and accordingly has recorded the minimum
liability estimate of $10.7 million in its consolidated financial statements.
The Company also believes that, based on this minimum liability estimate, the
corresponding amount of insurance probable of recovery is $10.7 million at
December 31, 2003 and September 30, 2004, which has been included in other
assets.

Due to the numerous variables and uncertainties, including the effect of
Congoleum's Chapter 11 case and proposed plan of reorganization on the Company's
liabilities, the Company does not believe that reasonable estimates can be
developed of liabilities for asbestos-related claims against the Company (not
including claims asserted against Congoleum) beyond a five year horizon. The
Company will continue to evaluate its range of future exposure, and the related
insurance coverage available, and when appropriate, record future adjustments to
those estimates, which could be material.

The Company anticipates that resolution of its asbestos related liabilities
resulting from Congoleum's anticipated plan will be limited to liabilities
derivative of claims asserted against Congoleum as may be afforded under Section
524 (g) (4) of the Bankruptcy Code.

ABI reported in its December 31, 2003 Annual Report on Form 10-K that it has
been named as a Potentially Responsible Party ("PRP") within the meaning of the
Federal Comprehensive Environmental Response Compensation and Liability Act, as
amended ("CERCLA"), with respect to four sites located in three separate states.
ABI also reported that it is potentially responsible for response and
remediation costs with respect to three state-supervised sites. There have been
no material developments relating to these sites during the nine month period
ended September 30, 2004.

A lawsuit was brought by 0Olin Corporation ("0Olin"), the present owner of a
former chemical plant site in Wilmington, Massachusetts (the "Olin Site"), which
alleged that ABI and three other named defendants were liable for a portion of
the site's soil and groundwater response and remediation costs at the site. A
wholly-owned subsidiary of ABI owned and operated the Wilmington plant from 1959
to 1964 and for approximately one month during 1964 American Biltrite Inc. held
title to the property directly.

In 2000, ABI and The Biltrite Corporation ("TBC") entered into a settlement
agreement with Olin that resolved all claims and counterclaims among the
parties. Under the terms of the agreement, ABI and TBC together paid Olin $4.1
million in settlement of their share of Olin's $18 million of alleged past
response costs incurred through December 31, 1998. ABI and TBC also agreed to
reimburse 0Olin for 21.7% of Olin's response costs incurred at the 0lin Site
after January 1, 1999, plus pay an annual reimbursement of $100,000 for Olin's
internal costs as long as 0Olin is actively working on remediating the site.
Under an agreement between ABI and TBC, TBC is liable for 37.5% of the costs
that may be incurred by ABI in connection with this lawsuit and 37.5% of the
amounts due under the settlement agreement with Olin.
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Additional expenditures, principally consisting of remediation and oversight
costs, will be required to remediate the Olin Site. ABI has estimated Olin's
total future response costs at September 30, 2004 will be in the range of $12.3
million to $25.0 million. As of September 30, 2004, ABI has estimated its
potential liability to Olin net of expected recoveries from TBC to be in the
range of $1.7 million to $3.4 million excluding the $100,000 annual
reimbursement for Olin's internal costs and any recoveries from insurance.

The State of Maine Department of Environmental Protection has put the present
owner of a former ABI plant on notice to clean up a dumpsite where there is
exposed asbestos from sheet vinyl waste along with other hazardous substances.
ABI is reviewing the condition of the site and its potential liability for its
share of any clean-up costs. ABI believes, at this time, that the cost of site
investigation, remediation, maintenance and monitoring at the site will be
approximately $1 million. ABI has not yet entered a final cost sharing agr