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Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes [X] No|[ ]

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
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FORWARD LOOKING STATEMENTS

Some of the information presented in or incorporated by reference in this report constitutes “forward-looking
statements,” within the meaning of the Private Securities Litigation Reform Act of 1995, that involve risks,
uncertainties and assumptions. These forward-looking statements are based on American Biltrite Inc.’s expectations as
of the date of this report, of future events. American Biltrite Inc. undertakes no obligation to update any of these
forward looking statements, except as may be required by the federal securities laws. Although American Biltrite Inc.
believes that these expectations are based on reasonable assumptions, within the bounds of its knowledge of its
business and experience, there can be no assurance that actual results will not differ materially from expectations. Any
or all of these expectations may turn out to be incorrect and any forward-looking statements made in this report speak
only as of the date of this report unless the statement indicates that another date applies. Readers are cautioned not to
place undue reliance on any forward-looking statements. Actual results could differ significantly as a result of various
factors. By their nature, forward-looking statements involve risks and uncertainties because they relate to events and
depend on circumstances that may or may not occur in the future. It is not possible to predict or identify all factors that
could potentially cause actual results to differ materially from expected and historical results. Factors that could cause
or contribute to American Biltrite Inc.’s actual results differing from its expectations include those factors discussed in
Item 1A of Part II of this Quarterly Report on Form 10-Q and in American Biltrite Inc.’s other filings with the
Securities and Exchange Commission, including American Biltrite Inc.’s Annual Report on Form 10-K for the year
ended December 31, 2010.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

AMERICAN BILTRITE INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS — ASSETS

(In thousands of dollars)

March 31, December
2011 31,
2010
(Unaudited)
Assets
Current assets:
Cash and cash equivalents $368 $867
Short-term investments 2,400 2,400
Accounts receivable, net 26,189 21,887
Inventories 41,625 38,606
Taxes receivable 484 631
Prepaid expense & other current assets 2,571 2,502
Total current assets 73,637 66,893
Property, plant & equipment, net 29,931 29,891
Other assets:
Insurance for asbestos-related liabilities 17,646 17,646
Other assets 8,647 8,800

26,293 26,446

Total assets $129,861 $123,230

See accompanying notes to consolidated condensed financial statements.
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AMERICAN BILTRITE INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS —
LIABILITIES AND STOCKHOLDERS’ EQUITY

(In thousands of dollars)

March 31, December

2011 31,2010

(Unaudited)
Liabilities
Current liabilities:
Accounts payable $12,210 $8,829
Accrued expenses 17,176 16,864
Notes payable 7,035 4,639
Current portion of long-term debt 1,489 1,487
Total current liabilities 37,910 31,819
Long-term debt, less current portion 5,382 5,851
Asbestos-related liabilities 17,700 17,700
Other liabilities 16,589 16,771
Total liabilities 77,581 72,141
Stockholders’ equity
Common stock 46 46
Additional paid-in capital 20,189 20,148
Less cost of shares in treasury (15,133 ) (15,133)
Retained earnings 47,254 46,769
Accumulated other comprehensive loss (1,019 ) (1,683 )
Total stockholders’ equity of controlling interests 51,337 50,147
Noncontrolling interests 943 942
Total stockholders’ equity 52,280 51,089
Total liabilities and stockholders’ equity $129,861 $123,230

See accompanying notes to consolidated condensed financial statements.
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AMERICAN BILTRITE INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS (Unaudited)
For the Three Ended March 31, 2011 and 2010

(In thousands of dollars, except share and per share amounts)

Three Months Ended
March 31,
2011 2010
Net sales $53,873 $46,631
Cost of products sold 40,767 34,099
Selling, general & administrative expenses 12,836 12,570
Income (loss) from operations 270 (38
Other income (expense)
Interest income 3 3
Interest expense (148 ) (282
Other income (expense) 641 (309
496 (588
Income (loss) before income taxes and other items 766 (626
Provision for income taxes 280 15
Net income (loss) 486 (641
Noncontrolling interests (1 ) (7
Net 1ncc‘)me‘(loss) from continuing operations of 485 (648
controlling interests
Net loss of discontinued operation, net of noncontrolling interests — — (78
Net income (loss) attributable to controlling interests $485 $(726
Earnings (loss) per share attributable to controlling interests
Basic
Continuing operations $0.14 $(0.19
Discontinued operation — (0.02
$0.14 $(0.21
Diluted
Continuing operations $0.14 $(0.19
Discontinued operation — (0.02
$0.14 $(0.21
Weighted average shares outstanding
Basic 3,441,357 3,441,531
Diluted 3,492,473 3,441,531

See accompanying notes to consolidated condensed financial statements.
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AMERICAN BILTRITE INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS (Unaudited)

(In thousands of dollars)

Operating activities

Net income (loss)

Net loss of discontinued operation, net of noncontrolling interests
Net income (loss) from continuing operations

Adjustments to reconcile net income (loss) to net cash provided (used) by operating activities:

Depreciation and amortization

Stock compensation expense

Change in operating assets and liabilities:
Accounts and notes receivable

Inventories

Prepaid expenses and other assets

Accounts payable and accrued expenses
Other

Net cash used by operating activities
Continuing operations

Discontinued operation

Net cash used by operating activities
Investing activities

Investments in property, plant and equipment
Purchase of short-term investments

Proceeds from sale of short-term investments
Net cash used by investing activities
Continuing operations

Discontinued operation

Net cash used by investing activities
Financing activities

Net short-term borrowings

Payments on long-term debt

Net cash provided by financing activities
Continuing operations

Discontinued operation

Net cash provided by financing activities
Effect of foreign exchange rate changes on cash
Net decrease in cash

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Less cash and cash equivalents of discontinued operation at end of period

Three Months
Ended

March 31,

2011 2010
$486 $(719 )
— 78

486 641 )
1,079 1,136
41 50
(3,918) (3,416 )
(2,248) 349

27 ) 239 )
3,301 1,762
6 ) (1% )
(1,292) (1,195 )
— (6,916 )
(1,292) (8,111 )
(621 ) 321 )
(2,400) (2,400 )
2,400 2,400
(621 ) 321 )
— 406 )
(621 ) (727 )
2,372 1,945
467 ) (408 )
1,905 1,537
— 3,917
1,905 5,454
491 ) 536
499 ) (2,848 )
867 16,467
368 13,619
— (12,660)

10
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Cash and cash equivalents of continuing operations at end of period

See accompanying notes to consolidated condensed financial statements.

$368

$959

11



Edgar Filing: AMERICAN BILTRITE INC - Form 10-Q

AMERICAN BILTRITE INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED CONDENSED
FINANCIAL STATEMENTS

March 31, 2011

(Unaudited)

Note A — Basis of Presentation

The accompanying unaudited consolidated condensed financial statements which include the accounts of American
Biltrite Inc. and its wholly owned subsidiaries (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 accounting principles generally
accepted in the United States (“U.S. GAAP”) for interim financial information. Accordingly, they do not include all of

the information and footnotes required by U.S. GAAP for complete financial statements. In the opinion of

management, all adjustments (consisting of normal recurring adjustments) considered necessary for a fair presentation
have been included. Operating results for the three months ended March 31, 2011 are not necessarily indicative of the
results that may be expected for future periods, including the year ending December 31, 2011. For further information,
refer to the consolidated financial statements and the notes to those financial statements included in American Biltrite
Inc.'s Annual Report on Form 10-K for the year ended December 31, 2010.

The consolidated condensed balance sheet at December 31, 2010 has been derived from the audited financial
statements as of that date but does not include all of the information and notes required by U.S. GAAP for complete
financial statements.

The Company’s former subsidiary Congoleum Corporation (“Congoleum”) filed a voluntary petition on December 31,
2003, with the United States Bankruptcy Court for the District of New Jersey (the “Bankruptcy Court”) seeking relief
under Chapter 11 of the United States Bankruptcy Code (the “Bankruptcy Code”) as a means to resolve claims asserted
against it related to the use of asbestos in its products decades ago, and on August 17, 2009, the United States District
Court for the District of New Jersey (the “District Court”) withdrew the reference of Congoleum’s Chapter 11 case from
the Bankruptcy Court and assumed authority over the proceedings. Congoleum’s plan of reorganization was confirmed
by the District Court on June 7, 2010 and became effective July 1, 2010. Upon effectiveness of Congoleum’s plan of
reorganization, ABI’s ownership interests in Congoleum were cancelled. Consequently, the results of reorganized
Congoleum are not included in the consolidated results of the Company subsequent to June 30, 2010. In the
accompanying unaudited consolidated condensed financial statements, the historical results of Congoleum have been
reported as a discontinued operation.

12
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Note B — Inventories

Inventories at March 31, 2011 and December 31, 2010 consisted of the following (in thousands):

March  December

31, 31,

2011 2010
Finished goods $20,026 $19,202
Consigned inventory 5,140 5,058
Work-in-process 9,405 8,416

Raw materials and supplies 7,054 5,930

$41,625 $38,606

Note C — Accrued Expenses

Accrued expenses at March 31, 2011 and December 31, 2010 consisted of the following (in thousands):

March  December
31, 31,
2011 2010

Accrued advertising and sales promotions $4,015 $4,995
Employee compensation and related benefits 5,429 4,906

Environmental matters 951 982
Royalties 864 1,133
Income taxes 841 805
Professional fees 908 710
Other 4,168 3,333

$17,176 $16,864
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Note D — Financing Arrangements

American Biltrite Inc.’s primary sources of borrowings are the revolving credit facility (the “Revolver”) and the term
loan (“Term Loan”) it has with Wachovia Bank, National Association (“Wells Fargo”) pursuant to a loan and security
agreement (the “Credit Agreement”). (At the end of 2008, Wells Fargo Bank completed its acquisition of Wachovia
Bank.) The Credit Agreement was entered into on June 30, 2009, and initial borrowings under the Credit Agreement
were used to pay off borrowings from another financial institution and to pay fees and expenses in connection with the
refinancing.

The Credit Agreement provides American Biltrite Inc. and its subsidiaries with (i) a $30.0 million commitment under
the Revolver (including a $12.0 million Canadian revolving credit facility sublimit) and (ii) an $8.0 million Term
Loan. The Credit Agreement also provides letter of credit facilities with availability of up to $6.0 million (including a
$3.0 million Canadian letter of credit facility sublimit) subject to availability under the Revolver. The Revolver
expires on June 30, 2012, and all indebtedness under the Credit Agreement other than the Term Loan, matures on that
date. The Term Loan principal is payable in 72 monthly installments of $111 thousand beginning August 1, 2009 and
ending on July 1, 2015. The maximum amount available for revolving debt borrowings is reduced to the amount of the
borrowing base if that amount is lower. The borrowing base is based upon eligible assets of the Company, including
accounts receivables and inventory. The Company’s obligations under the Credit Agreement are secured by a lien on
the assets of the Company and its subsidiaries. At March 31, 2011, the Company had $7.0 million and $5.7 million
outstanding under the Revolver and Term Loan, respectively, and $12.5 million of additional unused borrowing
capacity available under the Revolver.

Interest is payable monthly on borrowings under the Credit Agreement at rates based on a base interest rate plus an
applicable margin for each type of loan, which varies depending on whether the loan is based on U.S., Canadian, or
Eurodollar rate loans and which ranges from an applicable rate of two hundred basis points over U.S. and Canadian
base rates to four hundred basis points over Eurodollar base rates for revolving debt loans and three hundred basis
points over U.S. base rates and five hundred basis points over Eurodollar base rates for the Term Loan. The Credit
Agreement charges the Company a monthly unused borrowing line fee, at a rate equal to five-eighths of one percent
(0.625%) per annum. In addition, the Credit Agreement imposes a monthly letter of credit fee equal to four percent
(4%) per annum for outstanding letters of credit.

The Credit Agreement contains customary bank covenants, including limitations on incurrence of debt and liens or
other encumbrances on assets or properties, sale of assets, making of loans or investments, including paying dividends
and redemptions of capital stock, the formation or acquisition of subsidiaries and transactions with affiliates. The
Credit Agreement requires the Company to maintain, on a consolidated basis, a minimum fixed charge coverage ratio
of 1.0:1.0. The Credit Agreement also requires that the Company to maintain, on a consolidated basis, a minimum
amount of earnings before interest, taxes, depreciation, and amortization, as determined under the Credit Agreement.

14
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Note D — Financing Arrangements (continued)

In March 2010, the Company and Wells Fargo entered into an amendment to the Credit Agreement. The amendment
reduced the minimum required levels of earnings before interest, taxes, depreciation, and amortization under the
Credit Agreement for 2010. It further provided that, for the remaining term of the Credit Agreement, meeting such
minimums would not be required for any monthly test period during which the Company’s unused available credit
under the Credit Agreement was at least $6.0 million for 30 consecutive days. The Company paid a fee of $30
thousand to Wells Fargo in connection with this amendment.

The Company currently anticipates it will be able to comply with its covenants under the Credit Agreement. However,
the Company had to receive covenant waivers on several occasions under its prior credit agreement or enter
amendments to that agreement to address failures to satisfy covenants under that prior credit agreement, and it is
possible that, in the future, the Company may need to obtain waivers for failures to satisfy its covenants under the
Credit Agreement or enter amendments to the Credit Agreement to address any such failures or obtain replacement
financing as a result. There can be no assurance the Company would be successful in obtaining any such waiver,
entering any such amendment or obtaining any such replacement financing.

Any waivers, amendments and/or replacement financing, if obtained, could result in significant cost to the Company.
If an event of default under the Credit Agreement were to occur, the lenders could cease to make borrowings available
under the Revolver and require the Company to repay all amounts outstanding under the Credit Agreement. If the
Company were unable to repay those amounts due, the lenders could have their rights over the collateral exercised,
which would likely have a material adverse effect on the Company’s business, results of operations or financial
condition.

Note E — Other Liabilities

Other Liabilities at March 31, 2011 and December 31, 2010 consisted of the following (in thousands):

March  December

31, 31,

2011 2010
Pension benefits $6,403 $6,973
Environmental remediation and product related liabilities 7,516 7,516
Income taxes 1,058 808
Other 1,612 1,474

$16,589 $16,771

15
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Note F — Pension Plans

The Company sponsors several noncontributory defined benefit pension plans covering most of its employees.
Benefits under the plans are based on years of service and employee compensation. Amounts funded annually by the
Company are actuarially determined using the projected unit credit and unit credit methods and are equal to or exceed

the minimum required by government regulations.

The table below summarizes the components of the net periodic benefit cost for the Company's pension plans during

the three months ended March 31, 2011 and 2010 (in thousands):

Three Months Ended

March 31,

2011 2010
Service cost $ 239 $ 213
Interest cost 471 472
Expected return on plan assets 466 ) (431 )

Recognized net actuarial loss (gain) 4 3 )
Amortization of prior service cost 23 23
Net periodic benefit cost $ 271 $274

The weighted average assumptions used to determine net periodic benefit cost for the three months ended March 31,

2011 and 2010 were as follows:

2011

Discount rate 5.50%
Expected long-term return on plan assets 6.75% - 7.00%
Rate of compensation increase 3.00% - 3.50%

2010

5.75% - 6.25%
6.75% - 7.00%
3.00% - 3.50%

17
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Note G — Commitments and Contingencies

The Company is subject to federal, state and local environmental laws and regulations, and certain legal and
administrative claims are pending or have been asserted against the Company. Among these claims, the Company is a
named party in several actions associated with waste disposal sites. These actions include possible obligations to
remove or mitigate the effects on the environment of wastes deposited at various sites, including Superfund sites and
certain of the Company’s owned and previously owned facilities. The contingencies also include claims for personal
injury and/or property damage. The exact amount of such future cost and timing of payments are indeterminable due
to such unknown factors as the magnitude of cleanup costs, the timing and extent of the remedial actions that may be
required, the determination of the Company’s liability in proportion to other potentially responsible parties, the
financial viability of other potentially responsible parties, and the extent to which costs may be recoverable from
insurance or other third party sources. Provisions in the financial statements have been recorded for the estimated
probable loss associated with all known general and environmental contingencies for the Company. While the
Company believes its estimate of the future amount of these liabilities is reasonable, and that it will be paid for the
most part over a period of five to twenty-five years, the timing and amount of such payments may differ significantly
from the Company’s assumptions. Although the effect of future government regulation could have a significant effect
on the Company’s costs, the Company is not aware of any pending legislation that it currently expects would have a
material adverse effect on its results of operations or financial position. There can be no assurances that the costs of
any future government regulations could be passed along by the Company to its customers. Estimated insurance
recoveries related to these liabilities are reflected in other non-current assets.

The Company records a liability for environmental remediation claims when the Company determines that it is
probable that the Company 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 as appropriate to reflect such revisions and progress.

10

18



Edgar Filing: AMERICAN BILTRITE INC - Form 10-Q

Note G — Commitments and Contingencies (continued)

ABI is a co-defendant with many other manufacturers and distributors of asbestos containing products in
approximately 1,280 pending claims involving approximately 1,826 individuals as of March 31, 2011. These claims
relate to products of ABI’s former Tile division, which ABI contributed to Congoleum in 1993. The claimants allege
personal injury or death from exposure to asbestos or asbestos-containing products. Activity related to asbestos claims
during the three months ended March 31, 2011 and year ended December 31, 2010 was as follows:

Three months

ended Year Ended
March 31, December 31,
2011 2010
Beginning claims 1,261 1,193
New claims 89 304
Settlements (11 ) (29 )
Dismissals (59 ) (207 )
Ending claims 1,280 1,261

ABI has multiple excess layers of insurance coverage for asbestos claims. The total indemnity costs incurred to settle
claims during the three months ended March 31, 2011 and the year ended December 31, 2010 were $1.8 million and

$5.7 million, respectively, all of which were paid by ABI's first-layer excess umbrella insurance carriers, as were the

related defense costs.

In addition to coverage available under the first-layer excess umbrella coverage (the “Umbrella Coverage”), ABI has
additional excess liability insurance policies that should provide further coverage if and when limits of certain policies
within the Umbrella Coverage exhaust. While ABI expects the Umbrella Coverage will result in the substantial
majority of defense and indemnity costs for asbestos claims against ABI being paid by its insurance carriers for the
foreseeable future, ABI may incur uninsured costs related to asbestos claims, and those costs could be material. If ABI
were to incur significant uninsured costs for asbestos claims, or its insurance carriers failed to fund insured costs for
asbestos claims, such costs could have a material adverse impact on its liquidity, financial condition and results of
operations.

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 for indemnity to resolve current and reasonably anticipated future
asbestos-related claims, based upon a strategy to vigorously defend against and strategically settle those claims on a

19
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case-by-case basis in the normal course of business. Factors such as recent and historical settlement and trial results,
the court dismissal rate

11
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Note G — Commitments and Contingencies (continued)

of claims, 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 were considered in performing these estimates. Changes
in factors could have a material impact on the Company’s liability. For instance, the estimate is sensitive to changes in
the mesothelioma acceptance rate. For example, if the calibration window is shifted by two years, the mesothelioma
acceptance rate decreases by 1.2% to 4.6%, and this would reduce the low end of the estimated liability range
discussed below by about 20% (assuming all other variables remain constant).

The Company utilizes an actuarial study periodically to assist it in developing estimates of the Company’s potential
liability for resolving present and possible future asbestos claims. Projecting future asbestos claim costs requires
estimating numerous variables that are difficult to predict, including the incidence of claims, the disease that may be
alleged by future claimants, future settlement and trial results, future court dismissal rates for claims, and possible
asbestos legislation developments. Furthermore, any predictions with respect to these variables are subject to even
greater uncertainty as the projection period lengthens. In light of these inherent uncertainties, the Company believes
that six years is the most reasonable period over which to include future claims that may be brought against the
Company for recognizing a reserve for future costs. Due to the numerous variables and uncertainties, the Company
does not believe that reasonable estimates can be developed of liabilities for claims beyond a six 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 estimated range of liability for settlement of current claims pending and claims anticipated to be filed in the next
six years, excluding defense costs, was $17.7 million to $62.0 million as of December 31, 2010. The Company
believes no amount within this range is more likely than any other, and accordingly has recorded a liability of $17.7
million in its financial statements which the Company believes represents a probable and reasonably estimable amount
for the future liability at the present time. The Company also believes that based on this liability estimate, the
corresponding amount of insurance probable of recovery is $17.6 million at March 31, 2011 and December 31, 2010,
which has been included in other assets. The same factors that affect developing forecasts of potential indemnity costs
for asbestos-related liabilities also affect estimates of the total amount of insurance that is probable of recovery, as do
a number of additional factors. These additional factors include the financial viability of the insurance companies, the
method in which losses will be allocated to the various insurance policies and the years covered by those policies, how
legal and other loss handling costs will be covered by the insurance policies, and interpretation of the effect on
coverage of various policy terms and limits and their interrelationships. These amounts were based on currently
known facts by ABI and a number of assumptions. However, the uncertainties referred to above, including the
difficulty projecting future events, such as the number of new claims to be filed each year, the average cost of
disposing of each such claim, and the continuing solvency of various insurance companies, as well as numerous
uncertainties surrounding asbestos legislation in the United States, could cause the actual liability and insurance
recoveries for the Company to be higher or lower than those projected or recorded.

12
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Note G — Commitments and Contingencies (continued)

There can be no assurance that the Company’s accrued asbestos liabilities will approximate its actual asbestos-related
settlement costs, or that it will receive the insurance recoveries which it has accrued or that its insurance will
adequately cover the Company’s costs and liabilities with respect to asbestos claims. The Company believes that it is
reasonably possible that it will incur charges for resolution of asbestos claims in the future, which could exceed the
Company’s existing reserves. The Company believes it has substantial insurance coverage to mitigate future costs
related to this matter.

As of March 31, 2011 and December 31, 2010, ABI recorded a reserve of $8.3 million, which the Company believes
represents the probable and reasonably estimable amounts to cover the anticipated remediation costs described in the
Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2010 and above based on facts and
circumstances known to the Company. The Company has also recorded a receivable of $3.2 million as of March 31,
2011 and December 31, 2010, for what the Company believes is its estimable and probable recoveries for the
contingencies described above. These projects tend to be long-term in nature, and these assumptions are subject to
refinement as facts change. As such, it is possible that the Company may need to revise its recorded liabilities and
receivables for environmental costs in future periods, resulting in potentially material adjustments to the Company’s
earnings and estimated funding obligations with respect to these matters in future periods. The Company monitors
existing and potential environmental matters to consider the reasonableness of its estimates and assumptions.

In the Company’s Annual Report on Form 10-K for the year ended December 31, 2010, the Company disclosed
various legal proceedings. There have been no material developments relating to the environmental sites or the other
environmental or other legal matters relating to ABI that were disclosed in ABI's Annual Report on Form 10-K for the
year ended December 31, 2010, during the three month period ended March 31, 2011.

In addition to the matters referenced above, in the ordinary course of its business, the Company becomes involved in
lawsuits and administrative proceedings in connection with product liability claims (in addition to asbestos related
claims) and other matters. In some of these proceedings, plaintiffs may seek to recover large and sometimes
unspecified amounts, and the matters may remain unresolved for several years.
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Note H — Income Taxes

The effective tax rate for the three months ended March 31, 2011 and 2010 was 36.6% and (2.4)%, respectively.
During the first quarter of 2010, the Company did not recognize the tax benefit of losses incurred because of the
uncertainty of the Company’s ability to generate future taxable income to utilize the deferred tax assets. As of
December 31, 2010, the Company determined that the net deferred tax assets of its Canadian division did not require a
valuation allowance, resulting in the recognition of a $1.7 million benefit for 2010.

The Company’s Canadian subsidiary, American Biltrite (Canada) Ltd. (“AB Canada”), is currently under audit by the
Canadian Revenue Authority (“CRA”) for the years ending 2002 through 2007. In January 2011, the CRA notified AB
Canada that certain amounts related to the Company’s management fees and net operating loss carryforwards of a
discontinued operation will be disallowed. If the CRA positions are sustained in full, the Company’s tax liability would
increase by approximately $3.6 million plus interest and penalties for these years. In May 2011, AB Canada received a
formal notice of assessment from the CRA for approximately $600 thousand, plus $400 thousand for interest and
penalties. This assessment addresses only part of the CRA’s audit conclusions stated in its January 2011 notification,
and AB Canada may receive further assessments. The Company intends to vigorously defend its positions. The
Company’s estimate of its potential liability for the CRA audit conclusions and assessment is included in its allowance
for uncertain tax positions; however, the final outcome of this audit is uncertain and therefore, the impact on the
financial position and results of operations of the Company cannot be fully determined. The Company’s allowance for
uncertain tax positions was $1.6 million at March 31, 2011 and December 31, 2010.
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Note I — Stockholders’ (Deficit) Equity

The following table reconciles stockholders’ (deficit) equity for the year ended December 31, 2010 and the three
months ended March 31, 2011 (in thousands):

Stockholders’

(Deficit) Equity Non-Controlling Total

of Controlling  Interests Equity

Interests
December 31, 2009 $ (44,624 ) $ 639 $(43,985)
Net income for the year ended December 31, 2010
Continuing operations 4,231 55 4,286
Discontinued operation 52,938 — 52,938
Foreign currency translation adjustments 997 — 997
Defined benefit plans adjustment (719 — (719 )
Stock compensation expense 198 — 198
Purchase of treasury stock (1 — (1 )
Taxes payable adjustment for noncontrolling interests — 17 17
K &M distribution — (98 (98 )
Deconsolidation of Congoleum 37,127 329 37,456
December 31, 2010 50,147 942 51,089
Net income for the three months ended March 31, 2011 485 1 486
Foreign currency translation adjustments 664 — 664
Stock compensation expense 41 — 41
March 31, 2011 $ 51,337 $ 943 $52,280

Prior to July 1, 2010, American Biltrite owned 55% of Congoleum’s outstanding shares of Class A and Class B
common stock. The noncontrolling interests recorded in American Biltrite’s consolidated financial statements included
the 45% of outstanding shares of Congoleum Class A and Class B common stock not owned by American Biltrite.
Prior to January 1, 2009, American Biltrite reported in its consolidated results 100% of Congoleum’s losses from the
period Congoleum incurred a deficit in earnings during 2002 through December 31, 2008, in accordance with
accounting rules in effect through December 31, 2008. Effective January 1, 2009, the Company adopted the FASB’s
new accounting standard for the accounting of noncontrolling interests. Under the new standard, 45% of Congoleum’s
income or loss was attributed to the noncontrolling interests even if the attribution of a loss results in a negative
balance for noncontrolling interest.
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Note I — Stockholders’ (Deficit) Equity (continued)

Upon effectiveness of Congoleum’s plan of reorganization as of July 1, 2010, ABI’s ownership interests in Congoleum
were cancelled by operation of the plan. Consequently, the results of reorganized Congoleum are not included in the
consolidated results of the Company subsequent to June 30, 2010. Congoleum’s historical results through June 30,
2010 included losses (including other comprehensive losses) of $90.7 million in excess of the value of ABI’s
investment in Congoleum. The deconsolidation of Congoleum in July 2010 resulted in the elimination from American
Biltrite’s consolidated stockholders’ equity of the accumulated deficit attributed to Congoleum, $37.1 million of which
was recorded against accumulated other comprehensive income for prior period pension adjustments and $53.6

million was recorded as a gain from deconsolidation in net income of discontinued operation. Net income of the
discontinued operation for the year ended December 31, 2010 is comprised of (in thousands):

Gain on deconsolidation $53,565
Net loss of Congoleum for the six months ended June 30, 2010 (1,140)
Noncontrolling interest of Congoleum’s net loss 513

Net income of discontinued operation, net of noncontrolling interest $52,938

In March 2010, in accordance with its partnership agreement, the Company’s majority-owned (94.5%) subsidiary
K&M Associates L.P. (“K&M”) made a $1.8 million distribution to its partners. The amount of the distribution made to
the minority partner of K&M was $98 thousand (5.5%), which reduced noncontrolling interests. On August 23, 2010,
the Company acquired the 5.5% minority interest in K&M in a non-cash transaction. The Company recognized $44
thousand of income attributable to non-controlling interests in K&M, net of tax, for the eight months ended August

28, 2010.

Note J — Comprehensive Income (I.0ss)

The following table presents total comprehensive income for the three months ended March 31, 2011 and 2010 (in
thousands):

Three Months

Ended

March 31,

2011 2010
Net income (loss)
Continuing operations $485  $(648)
Discontinued operation — (78 )
Foreign currency translation adjustments 664 854
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Total comprehensive income $1,149 $128
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Note K — Income (LLoss) Per Share

Basic earnings per share is based on the weighted-average number of shares of common stock outstanding, and diluted
earnings per share is based on the weighted-average number of shares of common stock outstanding and all dilutive
potential common stock equivalents outstanding. The dilutive effect of options is determined under the treasury stock
method using the average market price for the period. Common stock equivalents are included in the per share
calculations when the effect of their inclus