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Corporate Profile
AirBoss of America Corp. is one of North America’s
largest custom compounding companies. Technologically
advanced and with a highly skilled workforce, the
AirBoss group of companies is committed to maintaining
a leadership role in the development, manufacture, and
delivery of high-quality proprietary rubber-based products.
AirBoss has a capacity to supply 250 million pounds
of rubber annually to a broad range of rubber
manufacturing customers in the transportation, defense
and industrial markets. We are dedicated to a high
level of excellence in our manufacturing, and offer
enhanced performance and productivity in our
proprietary rubber-based compounds.
The AirBoss group of companies is dedicated to
providing excellent value for our shareholders through
the pursuit of new market opportunities, ongoing
innovation, development of our peoples’ skills, and
continuously delivering superior levels of quality
products and services to our customers.

Rubber Compounds
Mixed rubber for use in industrial
products for mining, transportation,
military, automotive, conveyor
belting and other, primarily in
North America.

Defense Products
Protective wear for military and
other first response applications
through innovation, material
science and world-class
manufacturing capabilities.

Industrial Products
High-quality, vulcanized and nonvulcanized proprietary rubber-based
products as well as mixing,
calendaring and extrusion.
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AirBoss of America Corp.
To Our Shareholders
2013 Highlights
• Net income increases by 17% over Q4 2012
• Quarterly dividend declared at $0.05 / share
• CAD $35 million operating loan available at end of Q1 2013 despite decline in operating
profits and significant increase in R&D facilities and equipment refurbishments
AirBoss Rubber Compounding
Sales volume, expressed in pounds shipped, declined by 18% while sales dollars decreased by $14 million
(26.5%) compared to the same period in 2012. Most of the volume decline was due to the decreased
demand for rubber compounds for the coal mining sector which began in the second quarter of 2012. Raw
material price changes were minimal compared to the fourth quarter of 2012 but were approximately 10%
less than in the first quarter of 2012; this accounted for a similar percentage drop in sales dollars as these
savings were passed through to customers.
Sales volume is expected to increase during 2013. We forecast Q2 sales to increase between 10% and
20% compared to Q1. This trend should continue with the scheduled significant increase in tire tolling
volumes in September. In anticipation of these increased demands, the Company has recently increased
senior personnel in the technical sales/product development area.
The refurbishment of North Carolina has been completed with the expected benefits being realized. There
is a secondary project to add additional manufacturing capabilities to this facility which should be completed
by the summer.
AirBoss Engineered Products
Defense Product sales of CBRN overshoes increased by $2.2 million as a result of shipments against a
new US overshoe contract. This was offset by a decline in glove sales of $2.0 million, and other products of
$0.3 million. These sales were in accordance with plan which sees a greater than 75% of the year’s plan
already covered by contracts or orders. There is an opportunity to increase CBRN product sales beyond
these levels in 2013 by penetrating non-traditional geographic markets.
Long term, the greatest opportunities lie with new products under development. The first production moulds
for the Low Burden Mask should be ordered in the second quarter for testing and certification and production
in 2014.
Industrial Products sales decreased by 10.4% ($1.0 million). During 2012, a major customer acquired a
rubber plantation and mixing capabilities in Asia and began supplying its raw material requirements in
partially mixed form to AEP for final processing. Even with a reduction in the value added component and
corresponding price per pound reduction, volumes increased by 7% and increased revenues by $0.6 million.
The higher sales were offset by lower volumes of tire retreading products.
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Outlook
Volumes for the major tire tolling sector over the next two quarters are expected to remain steady, or increase
slightly, before rising again significantly in September. This planned increase was a key factor in the
refurbishment of our North Carolina facility. Volumes related to heavy belting for the coal sector are expected
to show some minor improvement in the second quarter. New export business for mining products is
expected to gradually increase throughout the remaining three quarters. New markets where we have
experienced recent success, such as oil and gas, continue to perform well. All other sectors are expected
to improve over 2012.
Our forecasts for defense product sales show a small increase in 2013 and are largely supported by existing
contracts and we are on plan in this division. There remains the opportunity to outperform these estimates
if a US CBRN glove order is received or a significant gas mask contract is signed in new territories currently
being explored. While new products are on the horizon for which we have large expectation, none are likely
to have completed customer evaluation in time to impact sales in 2013.
While raw material markets are subject to rapid change, there are no areas of immediate concern. The next
quarter’s purchasing and pricing are completed and we anticipate stability in this area. This being the case,
working capital requirements should be similar to 2012 with the exception of some normal seasonal
fluctuations.

P.G. Schoch
Chairman
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R. L. Hagerman
President & CEO

AirBoss of America Corp.
Management’s Discussion and Analysis of Financial Condition and
Results of Operations
The following Management’s Discussion and Analysis of Financial Condition and Results of Operations of AirBoss of America
Corp. (“AirBoss” or the “Company”) has been prepared as of May 7, 2013 and should be read in conjunction with the Unaudited
Condensed Consolidated Interim Financial Statements and Notes for the three-month period ended March 31, 2013 and the
MD&A for the year ended December 31, 2012. The Condensed Consolidated Financial Statements have been prepared in
accordance with IAS 34 Interim Financial Reporting. The Audit Committee and Board of Directors have reviewed and approved
the contents of this MD&A, the Financial Statements and the first quarter press release. All dollar amounts are shown in
thousands of US dollars, except per share amounts, unless otherwise specified. Additional information regarding the Company,
including its Annual Information Form, can be found on SEDAR at www.sedar.com and on the Company’s website at
www.airbossofamerica.com.
Forward-Looking Statements - Certain statements included herein, including those that express management's expectations
or estimates of future developments or AirBoss’ future performance, constitute "forward-looking statements" within the meaning
of applicable securities laws. Words such as “may”, “could”, “expects”, “anticipates”, “forecasts”, “plans”, “intends”, or similar
expressions are intended to identify forward-looking statements.
Forward-looking statements are necessarily based upon a number of estimates and assumptions that, while considered
reasonable by management at the time the statements are made, are inherently subject to significant business, economic and
competitive uncertainties and contingencies. AirBoss cautions that such forward-looking statements involve known and
unknown risks, uncertainties and other risks that may cause AirBoss’ actual financial results, performance, or achievements to
be materially different from its estimated future results, performance or achievements expressed or implied by those forwardlooking statements. Numerous factors could cause actual results to differ materially from those in the forward-looking
statements, including without limitation: impact of general economic conditions; its dependence on key customers; cyclical
trends in the tire and automotive, construction, mining and retail industries; sufficient availability of raw materials at economical
costs; weather conditions affecting raw materials, production and sales; AirBoss’ ability to maintain existing customers or
develop new customers in light of increased competition; changes in accounting policies and methods, including uncertainties
associated with critical accounting assumptions and estimates; changes in the value of the Canadian dollar relative to the US
dollar; changes in tax laws and potential litigation; ability to obtain financing on acceptable terms; environmental damage
caused by it and non-compliance with environmental laws and regulations; potential product liability and warranty claims and
equipment malfunction.
This list is not exhaustive of the factors that may affect any of AirBoss’ forward-looking statements. Investors are cautioned not
to put undue reliance on forward-looking statements. All subsequent written and oral forward-looking statements attributable
to AirBoss or persons acting on its behalf are expressly qualified in their entirety by this notice. Whether as a result of new
information, future events or otherwise, AirBoss disclaims any intent or obligation to update publicly these forward-looking
statements. Risks and uncertainties about AirBoss’ business are more fully discussed under the “Risk Factors” section of the
Company’s annual report on pages 13-15.
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MD&A (cont’d)

Operational Highlights
• Net income increases by 17% over Q4 2012
• Quarterly dividend declared at $0.05 / share
• CAD $35 million operating loan available at end of Q1 2013 despite decline in operating profits and significant increase in
R&D facilities and equipment refurbishments
Selected Financial Information
Three months ended March 31

2013

2012

54,359

69,899

2,046

2,287

– Basic

0.09

0.10

– Diluted

0.09

0.10

Financial results:
Net sales
Net income
Net income per share

EBITDA (non-IFRS financial measure)

4,314

4,605

Net cash used in operating activities

(138)

(13,749)

Dividends declared per share

0.05

0.0375

1,146

1,370

Capital expenditures
Financial position:

December 31, 2012

Total assets

120,313

Term loan and other debt
Shareholders’ equity
Outstanding shares

118,821

8,985

9,336

80,115

78,987

22,553,208

22,492,885

*22,553,208 at May 7, 2013
Non-IFRS Financial Measure
This MD&A is based on reported income in accordance with International Financial Reporting Standards (“IFRS”) and on the
following non-IFRS financial measure:
EBITDA

Earnings before interest income, interest expense, income taxes and depreciation and amortization

EBITDA, a non-IFRS measure, is directly derived from the consolidated financial statements, but does not have a standardized
meaning prescribed by IFRS and is not necessarily comparable to a similar measure presented by other issuers.
The Company discloses EBITDA, a financial measurement used by interested parties and investors to monitor the ability of an
issuer to generate cash from operations for debt service, financing working capital and capital expenditures and paying
dividends. EBITDA is not a measure of performance under IFRS and should not be considered in isolation or as a substitute
for net income under IFRS.
A reconciliation of this measure is presented below:
2013

2012

2,046

2,287

EBITDA:
Net Income
Finance costs
Depreciation and amortization of intangible assets
Income tax expense
EBITDA

5

192

243

1,431

1,294

645

781

4,314

4,605

AirBoss of America Corp.
MD&A (cont’d)

RESULTS OF OPERATIONS – First Quarter 2013 compared to 2012
NET SALES
Net Sales decreased by 22% in 2013 primarily from lower volumes.

Net Sales

Rubber
Compounding

AEP

Total

2013

40,257

14,102

54,359

2012

54,760

15,139

69,899

(14,503)

(1,037)

(15,540)

(26.5)

(6.8)

(22.2)

Increase (decrease) $
Increase (decrease) %
Rubber Compounding

Sales volume, expressed in pounds shipped, declined by 18.4%. Sales dollars decreased by $14,503 compared to the same
period in 2012. Most of the volume decline was due to decreased demand for rubber compounds for heavy conveyor belting
supporting coal mining. This decline began in the second quarter of 2012 and continued into 2013. Raw material price
fluctuations were minimal compared to the fourth quarter of 2012 but were approximately 10% less than in the first quarter of
2012 and this accounted for a similar percentage drop in sales dollars as these savings were passed through to customers.
Sales volume is expected to begin to increase in the second quarter of 2013. Sales are expected to increase as a result of new
initiatives in oil and gas and in mining products. More significant increases should be experienced due to the doubling of tolling
volumes late in the third quarter. The Company has been successful in winning significant business to supply compounds for
a new type of ore processing equipment to be sold in South America by a world leading manufacturer of mining machinery.
Volumes are expected to start in the second quarter and gradually increase.
AirBoss Engineered Products
AirBoss Engineered Products (“AEP”) sales decreased by $1,037 compared to the same period in 2012; of this, $1,413 is
related to lower volumes and $377 was from pricing and product mix.
Sales of CBRN overshoes increased by $2,235 over the quarter. This was offset by a decline in gloves of $2,043, and other of
$268. There is an opportunity to increase CBRN product sales in 2013 in non-traditional geographic markets and in the longer
term with new products currently under development.
Industrial Products sales decreased by 10.4% ($960). During 2012, a major customer acquired a rubber plantation and mixing
capabilities in Asia and began supplying its raw material requirements in partially mixed form to AEP for final processing. Even
with a reduction in the value added component and corresponding price per pound reduction, volumes increased by 7% and
increased revenues by $596. The higher sales were partially offset by lower volumes of tire retreading products.
GROSS MARGIN
Gross margin for the period ended March 31, 2013 was $6,492 (2012: $7,602), a decrease of $1,110 from 2012. This was
primarily attributable to lower volumes of Rubber Compounding products.
Rubber
Compounding
AEP
Total
Gross Margin

2013

3,501

2,991

2012

4,509

3,093

Increase (decrease) $
% of net sales

(1,008)

(102)

6,492
7,602
(1,110)

2013

8.7

21.2

11.9

2012

8.2

20.4

10.9

Rubber Compounding
Gross margin for Rubber Compounding decreased by $1,008 in the period compared to 2012 from lower sales. This resulted
in higher mixing costs per pound reflecting the lower absorption of fixed manufacturing costs which was offset by better control
over raw material purchasing in a fluctuating environment and a favorable product mix. The gross margin percentage increased
slightly year-over-year reflecting efficiency improvements due to capital projects completed.
First Quarter Interim Report
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RESULTS OF OPERATIONS – 2013 compared to 2012 (continued)
AirBoss Engineered Products
Gross margin for AirBoss Engineered Products decreased by $102 compared to 2012. This was primarily due to a change in
product mix in Defense Product and lower sales.
OPERATING EXPENSES
Operating expenses decreased for the period by $682.

Operating Expenses

Total

1,476

174

3,609

1,535

785

4,291

AEP

2013

1,959

2012

1,971

Increase (decrease) $
% of net sales

Unallocated
Corporate
Costs

Rubber
Compounding

(12)

(59)

(611)

(682)

2013

4.9

10.5

N/A

6.6

2012

3.6

10.1

N/A

6.1

Rubber Compounding
For the quarter ended March 31, 2013 Rubber compounding expenses decreased by $12. Personnel costs increased by $35
to reflect new hires in finance and sales in 2012; recruiting costs decreased accordingly by $44. Professional fees decreased
by $24 reflecting a net decrease in outside consultants. Computer expenses increased by $49 to reflect software enhancements
and minor purchases of equipment. In the first quarter of 2012, investment tax credits of $136 were adjusted accordingly as
an increase to R&D department costs, accounting for the majority of the $153 decrease in the R&D department costs year-overyear. There was no R&D adjustment needed in the first quarter of 2013. Government assistance grants were up year-over-year
$17. This was offset by a net loss on Foreign exchange transactions of $76.
AirBoss Engineered Products
For the quarter ended March 31, 2013 AEP’s expenses decreased by $59.
Research and development initiatives to support Defense and Industrial products increased expenses by $130 from new hires
and additional outsourced support for certain technical work. This was offset by government grants of $251. An increase in
operating expenses for the new research facility in Bromont increased expenses by $36 and was offset by rental revenue of
$23. An increase in personnel costs for additional sales staff of $42. Foreign exchange transactions resulted in a year-overyear gain of $83.
Unallocated Corporate Costs
Unallocated corporate costs decreased $611. Foreign exchange gains were $252 compared to a loss of $329 in 2012. General
and administrative expenses decreased by $39 primarily due to lower option and donation expenses. This increase was partially
offset by increases in other expenses such as travel and rent. During 2013, the corporate charge to the divisions decreased
$9 reflecting the changes in allocating costs.
FINANCE COST

Finance cost

Rubber
Compounding

AEP

Corporate
Costs

Total

2013

102

67

23

192

2012

133

78

32

243

(31)

(11)

(9)

(51)

Increase (decrease) $
% of net sales

2013

0.3

0.5

N/A

0.4

2012

0.2

0.5

N/A

0.3

Finance costs in 2013 were $192 for the quarter (2012: $243) and were impacted by lower borrowing levels.
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AirBoss of America Corp.
MD&A (cont’d)

RESULTS OF OPERATIONS – 2013 compared to 2012 (continued)
INCOME TAX EXPENSE
The Company recorded an income tax expense of $645 (2012: $781) or an effective income tax rate for the quarter of 24.0%
(25.5% in 2012). The statutory rate in Canada in 2012 was 25%.
The Company conducts business in the US and in Canada. Each jurisdiction is subject to different tax rates and the Company’s
effective tax rate varies quarter to quarter depending on the mix and volume of business in each jurisdiction, as well as the
impact of incentives, non-tax-deductible expenses and the resolution of prior period tax assessments.
NET INCOME AND EARNINGS PER SHARE
Net income in 2013 amounted to $2,046 compared to $2,287 in 2012 primarily attributable to lower Rubber Compounding
results. The basic and fully diluted net earnings per share were $0.09 (2012 - $0.10) and $0.09 (2012 - $0.10) based on basic
and fully diluted shares outstanding of 22,498,247 (2012 - 23,143,122) and 22,699,617 (2012 - 23,314,005) respectively.
QUARTERLY INFORMATION

Quarter Ended

Net Income per share
Basic
Diluted

Net Sales

Net Income

54,359

2,046

0.09

0.09

December 31, 2012

54,114

1,755

0.08

0.08

September 30, 2012

57,901

1,507

0.06

0.06

June 30, 2012

66,784

1,621

0.07

0.07

March 31, 2012

69,899

2,287

0.10

0.10
0.03

March 31, 2013
2012

2011
December 31, 2011

61,654

595

0.03

September 30, 2011

73,109

3,585

0.15

0.15

June 30, 2011

77,440

4,527

0.19

0.19

Items impacting comparability of quarters
• The quarter ended September 30, 2011 was impacted by a 29% reduction in sales of Defense products.
• The quarter ended December 31, 2011 was impacted by lower Rubber Compounding volumes and US DoD contract
administration and inspection delays of Defense products resulting in a deferral of revenue to the first quarter of 2012. The
defense product shipping delays impacted earnings per share by between $0.02 and $0.03.
• All quarters in 2012 were impacted by lower Defense sales from US budgetary constraints and by lower Rubber
Compounding sales relating to economic weaknesses in energy generating sectors. Non-recurring charges of $721 were
recorded in the quarter June, 2012.
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LIQUIDITY AND CAPITAL RESOURCES
Overview
Despite lower operating profits and significant investments in R&D facilities and equipment refurbishment, the Company has
been able to reduce debt and increase annual dividends from $0.15 to $0.20 per share without requiring the use of any of its
CAD $35 million operating loan availability at March 31, 2013.
The Company expects to fund its 2013 operating cash requirements, including required working capital investments, capital
expenditures and scheduled debt repayments from cash on hand, cash flow from operations and committed borrowing capacity.
The operating facility provides financing up to CAD $35 million (2012: CAD $35 million); no amounts are drawn against this
facility at March 31, 2013.
In the quarter ended March 31, 2013, $138 (2012: $13,749) of cash was provided by operations, $1,146 (2012: $1,370) was
used for investing activities and $1,158 (2012: $2,232) was used in financing activities. Cash and cash equivalents decreased
by $2,442 from $1,247 to bank indebtedness of $1,230 adjusted for the effect of exchange rate fluctuations on cash held.
Operating activities
The factors contributing to the reduction of cash generated from operating activities compared to 2012 include:
• Lower income of $241 primarily related to lower Rubber Compounding sales
• Lower finance costs of $51 as a result of reduced interest expense on the term loan year-over-year
• Lower tax expense of $136
• Net increase in unrealized foreign exchange gains of $756
• Recognized $100 Research and Development tax debits in 2012
• Decrease in share based expense and shares repurchased from officer of $45
• Cash used for working capital was $3,464 (2012: $16,905) for the quarter ended March 31, 2013
Inventory at Rubber Compounding decreased $11,392 reflecting lower requirements for recent sales volumes as well as lower
days of inventory on hand. These decreases were also impacted by a net increase in provisions in inventory of $378.
Accounts Receivable increased $4,945. $8,980 increase in current accounts receivable from December 31, 2012. Approximately
$2 million of receivables were past due relating to administrative issues at the US DoD.
Prepaid expenses decreased $85 reflecting lower deposits on Rubber Compounding capital projects at March 31, 2013
compared to the prior year.
Income tax paid was $539, $1,339 lower compared to 2012 from the timing of required remittances and lower taxable incomes.
The Company paid interest of $176 during the quarter.
Investing Activities
Property, Plant and Equipment
In 2013, Rubber Compounding invested $517 in North Carolina’s equipment utilization improvement projects and $43 towards
a lab in the Wake Forest sales office. $10 was invested in Kitchener’s building upgrades and $84 to replace manufacturing
equipment.
AEP invested $406 in property, plant and equipment. Of this, $187 was invested to replace industrial products machinery and
equipment. AirBoss-Defense invested $153 for its Bromont R&D facility and $66 to support growth and health and safety.
Intangible assets
The Company invested $85 (2012: $149) in existing software for over-all improvements to reporting, purchasing and costing
systems.
Other investments including derivatives
During the quarter, the Company entered into forward contracts to sell US $20.2 million between May and December 2013 for
CAD $20.6 million. There were no forward contracts outstanding as of March 31, 2012.
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AirBoss of America Corp.
MD&A (cont’d)

Financing activities
At March 31, 2013, AirBoss had no amounts drawn against its operating facility.
During the quarter, the required principal repayments of $166 (2012: $167) were made pursuant to the loan agreement. The
unused line of credit at March 31, 2013 was CAD $35 million (2012: CAD $30.5 million).
The Company expects to fund its 2013 operating cash requirements, including required working capital investments, capital
expenditures and scheduled debt repayments from cash on hand, cash flow from operations and committed borrowing capacity.
The Company paid dividends of $1,130 during the quarter (2012: $860). No shares were purchased for cancellation under the
normal course issuer bid during the quarter (2012: $1,205).
Government assistance
During the quarter, AEP recognized grants of $251 to support certain initiatives (2012: $51) which were offset against expenses.
In addition, $nil (2012: $156) was recognized from the province of Quebec and Town of Acton-Vale in respect of the new R&D
facility in Bromont, Quebec. Capital assets were adjusted accordingly.
During the quarter, the Rubber Compounding division recognized $86 to support certain initiatives (2012: $nil) which was offset
against expenses.
Scientific research and investment tax credits of $nil were recognized in 2013 (2012: $136 increase); R&D costs were adjusted
accordingly.
Dividends
A quarterly dividend of $0.05 per share was declared on March 20, 2013 and paid April 18, 2013. Total annual dividends
declared during 2012 were $0.1875 per common share.
Outstanding shares
As at May 7, 2013 the Company had 22,553,008 common shares outstanding.
TRANSACTIONS WITH RELATED PARTIES
Up to August, 2012, included in the operating lease commitments was a rental agreement for corporate office space between
the Company and a company controlled by the Chairman of the Company. The lease provided for monthly payments equivalent
to an annual rental of $90 and expired in August, 2012. Effective October 1, 2012, the Company has agreed to lease the
corporate office space on a month-to-month basis at a lease rate of $15 per month. The monthly lease rate approximates fair
market rental value. During the quarter, the Company paid rent for the corporate office of $45 (2012: $23).
The Company paid fees for the use of a facility in South Carolina of approximately $7 (2012 - $5) for the quarter ended March
31, 2013 to a company in which the Chairman is an officer.
LITIGATION
In 2004, the Company commenced an Action in the Superior Court of Quebec claiming funds due pursuant to the 1999
Agreement of Purchase and Sale whereby AirBoss acquired the assets of Acton International Inc. Part of the claim was settled
pursuant to the filing in May 2007 of a Declaration of Settlement with one of the defendants for substantially the full amount of
their 32% share of the Company’s claims. The remaining claims amounted to CAD $2.4 million plus accrued interest and were
recorded as an offset to long-term debt owed to the vendors.
The trial in this matter took place before the Superior Court of Montreal in May and June 2010. In March 2011, the Company
was notified that the superior court rendered a judgement in its favour allowing the parties to offset their respective claims. The
Company has been informed that an appeal was filed relating to the Judge’s decision to award the Company 100% of its claim
for environmental costs reimbursement. This appeal is scheduled to be heard in May, 2013 with a ruling to follow at a later date.
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CHANGES IN INTERNAL CONTROLS OVER FINANCIAL REPORTING
During the most recent period, there have been no changes in the Company’s policies and procedures and other processes
that comprise its internal control over financial reporting, that have materially affected, or are reasonably likely to materially
affect, the Company’s internal control over financial reporting.
OUTLOOK
Volumes for the major tire tolling sector over the next two quarters are expected to remain steady, or increase slightly, before
rising again significantly in September. This planned increase was a key factor in the refurbishment of our North Carolina
facility. Volumes related to heavy belting for the coal sector are expected to show some minor improvement in the second
quarter. New export business for mining products is expected to gradually increase throughout the remaining three quarters.
New markets where we have experienced recent success, such as oil and gas, continue to perform well. All other sectors are
expected to improve over 2012.
Our forecasts for defense product sales show a small increase in 2013 and are largely supported by existing contracts and we
are on plan in this division. There remains the opportunity to outperform these estimates if a US CBRN glove order is received
or a significant gas mask contract is signed in new territories currently being explored. While new products are on the horizon
for which we have large expectation, none are likely to have completed customer evaluation in time to impact sales in 2013.
While raw material markets are subject to rapid change, there are no areas of immediate concern. The next quarter’s purchasing
and pricing are completed and we anticipate stability in this area. This being the case, working capital requirements should be
similar to 2012 with the exception of some normal seasonal fluctuations.
May 7, 2013

R.L. Hagerman
President and Chief Executive Officer

S.W. Richards
Vice-President Finance and CFO

Notice of Disclosure of Non-Auditor Review of Interim
Financial Statements
For the three month periods ended March 31, 2013 and 2012.
Pursuant to Ontario Securities Legislations’ National Instrument 51-102, Part 4, subsection 4.3 (3) (a), if an auditor has not performed
a review of the interim financial statements, the interim financial statements must be accompanied by a notice indicating that the
financial statements have not been reviewed by an auditor.
The accompanying unaudited interim condensed consolidated financial statements of the Company for the interim periods
ended March 31, 2013 and 2012 have been prepared in accordance with IAS 34 Interim Financial reporting and are the
responsibility of the Company’s management.
The Company’s independent auditors, KPMG LLP, have not performed a review of these interim condensed consolidated
financial statements in accordance with the standards established by the Canadian Institute of Chartered Accountants for a
review of interim financial statements by an entity’s auditor.
Dated this May 7, 2013
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AirBoss of America Corp.
Condensed Consolidated Statement of Financial Position
Unaudited
As at:
In thousands of US dollars

Note

March 31, 2013

December 31, 2012

-

1,247

34,584

29,604

ASSETS
Current assets
Cash and cash equivalents
Trade and other receivables, including derivatives

4

Prepaid expenses
Inventories

5

Current income taxes receivable
Total current assets

738

826

31,996

33,386

986

1,461

68,304

66,524

43,750

44,023

8,146

8,158

113

116

52,009

52,297

120,313

118,821

1,230

-

Non-current assets
Property, plant and equipment
Intangible assets
Other investments
Total non-current assets
Total assets
LIABILITIES
Current liabilities
Bank indebtedness
Loans and borrowings

756

772

Trade and other payables, including derivatives

6

21,971

22,066

Total current liabilities

23,957

22,838

Non-current liabilities
Loans and borrowings

6

8,229

8,564

11

3,063

3,108

98

100

Deferred income tax liabilities

4,851

5,224

Total non-current liabilities

16,241

16,996

Total liabilities

40,198

39,834

Employee benefits
Provisions

EQUITY
Share capital

7

37,325

37,090

Contributed surplus

7

1,874

1,925

Retained earnings

40,916

39,972

Total equity

80,115

78,987

120,313

118,821

Total liabilities and equity

The notes on pages 16 to 21 are an integral part of these condensed consolidated financial statements.
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Condensed Consolidated Statement of Profit and Comprehensive Income
Unaudited
For the three-month period ended March 31
In thousands of US dollars

Note

Revenue

2013

2012

54,359

69,899

Cost of sales

(47,867)

(62,297)

Gross profit

6,492

7,602

General and administrative expenses

(2,399)

(2,390)

Selling and marketing expenses

(1,007)

(939)

(461)

(632)

258

(330)

Research and development expenses

10

Other income (expense)
Operating Expenses
Results from operating activities
Finance costs

11

Profit before income tax
Income tax expense

(3,609)

(4,291)

2,883

3,311

(192)
2,691

9

Profit and total comprehensive income for the period

(645)

(243)
3,068
(781)

2,046

2,287

Earnings per share
Basic

8

0.09

0.10

Diluted

8

0.09

0.10

The notes on pages 16 to 21 are an integral part of these condensed consolidated financial statements.
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AirBoss of America Corp.
Condensed Consolidated Statement of Changes in Equity
Unaudited
Attributable to equity holders of the Company
In thousands of US dollars

Share
Capital

Contributed
Surplus

Retained
Earnings

Total

Balance at January 1, 2012

38,542

1,581

39,056

79,179

-

-

2,287

2,287

-

87

-

87

Profit and total comprehensive income for the period
Contributions by and distributions to owners
Stock options expensed
Normal Course Issuer Bid
Dividends to equity holders
Total contributions by and distributions to owner

(426)
(426)

-

(779)

(1,205)

-

(876)

(876)

87

(1,655)

(1,994)

Balance at March 31, 2012

38,116

1,668

39,688

79,472

Balance at January 1, 2012

38,542

1,581

39,056

79,179

-

-

7,170

7,170

Defined benefit plan actuarial gains/(losses) net of tax of $174

-

-

485

485

Total comprehensive income for the year

-

-

7,655

7,655

-

344

-

344

Total comprehensive income for the year
Profit for the year
Other comprehensive income

Contributions by and distributions to owners
Stock options expensed
Normal Course Issuer Bid
Dividends to equity holders

(1,452)
-

-

(2,435)

(3,887)

-

(4,304)

(4,304)

344

(6,739)

(7,847)

Total contributions by and distributions to owner

(1,452)

Balance at December 31, 2012

37,090

1,925

39,972

78,987

-

-

2,046

2,046

Profit and total comprehensive income for the period
Contributions by and distributions to owners
Stock options expensed

-

Stock options exercised

235

Dividends to equity holders
Total contributions by and distributions to owner
Balance at March, 31, 2013

235
37,325

42

-

42

(93)

(4)

138

(51)
1,874

(1,098)

(1,098)

(1,102)

(918)

40,916

80,115

The notes on pages 16 to 21 are an integral part of these condensed consolidated financial statements
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Condensed Consolidated Statement of Cash Flows
Unaudited
For the three-month period ended March 31
In thousands of US dollars

Note

2013

2012

2,046

2,287

1,334
97
192
(304)
42
1,018
(373)
(11)

1,209
85
15
243
452
87
900
100
(119)
(8)

4,041

5,251

Change in inventories
Change in trade and other receivables
Change in prepayments
Change in trade and other payables
Change in provisions

1,390
(4,945)
85
6
-

(2,587)
(15,344)
168
856
2

Net change in non-cash or working capital balances

(3,464)

(16,905)

Interest paid
Income tax paid

(176)
(539)

(217)
(1,878)

Net cash used in operating activities

(138)

(13,749)

Cash flows used in investing activities
Acquisition of property, plant and equipment
Acquisition of intangible assets

(1,061)
(85)

(1,221)
(149)

Net cash used in investing activities

(1,146)

(1,370)

Cash flows from financing activities
Repayment of borrowings
Proceeds from exercise of share options
Repurchase of own shares
Dividends paid
Normal Course Issuer Bid

(166)
146
(8)
(1,130)
-

(167)
(860)
(1,205)

Net cash used in financing activities

(1,158)

(2,232)

Net decrease in cash and cash equivalents
Cash and cash equivalents at January 1
Effect of exchange rate fluctuations on cash held

(2,442)
1,247
(35)

(17,351)
6,418
(60)

(Bank indebtedness) Cash and cash equivalents at March 31

(1,230)

(10,993)

Cash flows used in operating activities
Profit for the period
Adjustments for:
Depreciation
Amortization of intangible assets
Loss on disposal of property, plant and equipment
Finance costs
Unrealized foreign exchange (gains)/losses
Equity-settled share-based payment expense
Current income tax expense
SRED tax credits
Deferred income tax expense
Post-retirement benefits expense

11

9
10
9
11

7
7

The notes on pages 16 to 21 are an integral part of these condensed consolidated financial statements
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AirBoss of America Corp.
Notes to Condensed Consolidated Financial Statements
Unaudited
For the three-month period ended March 31, 2013 and 2012
(Amounts in thousands of US dollars, except per share amounts, unless otherwise specified)
NOTE 1 REPORTING ENTITY
AirBoss of America Corp. (“the Company”) is a public company listed on the Toronto Stock Exchange, incorporated and
domiciled in Canada. The address of the Company’s registered office is 16441 Yonge Street, Newmarket, Ontario, Canada.
The consolidated financial statements of the Company as at and for the three-month period ended March 31, 2013 comprise
the Company and its subsidiaries (together referred to as the “Group” and individually as “Group entities”). The Group has
operations in Canada and the US and primarily is involved in the manufacture of high quality rubber-based products to resource,
military and industrial markets (see Note 12).
NOTE 2 BASIS OF PREPARATION
Statement of compliance
The condensed consolidated financial statements have been prepared in accordance with IAS 34 Interim Financial Reporting.
NOTE 3 SIGNIFICANT ACCOUNTING POLICIES
The accounting policies are provided in Note 3 to the annual consolidated financial statements for the year ended December
31, 2012 and have been applied consistently to all periods presented in these condensed consolidated financial statements.
A number of new standards, amendments to standards and interpretations became effective on January 1, 2013 and have been
applied in preparing these condensed consolidated financial statements. These include IFRS 10 Consolidated Financial
Statements, IFRS 11 Joint Arrangements, IFRS 12 Disclosure of Interest in Other Entities (2011), IFRS 13 Fair Value
Measurement (2011) and IAS 19 Employee Benefits (2011). The adoption of these standards and amendments did not have
a material effect on the Company’s financial results.
The accounting policies have been applied consistently by entities within the group.
NOTE 4 TRADE AND OTHER RECEIVABLES
In thousands of US dollars

March 31, 2013

December 31, 2012

Trade receivables
Less: allowance for doubtful accounts

33,492
(106)

28,315
(99)

Other receivables

33,386
1,198

28,216
1,388

34,584

29,604

Impairment losses
The aging of trade receivables at the reporting date was:
March 31, 2013

December 31, 2012

In thousands of US dollars

Gross

Within terms
Past due 0-30 days
Past due 31-120 days

27,184
4,121
2,187

(106)

18,204
8,052
2,059

(99)

33,492

(106)

28,315

(99)

First Quarter Interim Report
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The continuity of the allowance for doubtful accounts was:
In thousands of US dollars

March 31, 2013

Balance at January 1
Impairment loss recognized
Revise estimate/write-off
Balance

December 31, 2012

(99)
(37)
30

(96)
(126)
123

(106)

(99)

Derivatives not meeting hedge accounting criteria:
At March 31, 2013, the Company had contracts to sell US $20,200 between May and December for CAD $20,580. The fair value
of these contracts, representing a net gain of $64, is recorded on the statement of financial position included in trade and other
receivables, including derivatives and recorded on the statement of income as other income (expense). There were no forward
contracts outstanding at December 31, 2012.
NOTE 5 INVENTORIES
In thousands of US dollars

March 31, 2013

December 31, 2012

Raw materials and consumables
Work in progress
Finished goods
Inventory in transit
Other inventory

21,606
2,495
6,052
2,311
865

22,859
3,136
5,030
2,876
865

Provisions

33,329
(1,333)

34,766
(1,380)

31,996

33,386

An inventory impairment recovery of $47 was included (2012: charge $18) in costs of sales.
NOTE 6 LOANS AND BORROWINGS
The Company is not in default nor has it breached any terms of its loan agreement.
NOTE 7 CAPITAL AND OTHER COMPONENTS OF EQUITY
Issued share capital is as follows:
In thousands of shares

March 31, 2013

March 31, 2012

December 31, 2012

January 1
Exercise of share options
Repurchase of common shares

22,493
60
-

23,330
(248)

23,330
(837)

Balance

22,553

23,082

22,493

Issuance of common shares
During the first quarter of 2013, 30,000 options were exercised on a cash-less basis for 10,323 shares and 50,000 options
were exercised for cash of $146. During 2012 no options were exercised.
Repurchase of Common Shares
During the quarter, the Company purchased for cancellation nil (2012: 247,326) of its outstanding common shares pursuant to the
Normal Course Issuer Bid (“NCIB”) for nil (2012: $1,205) at an average price of nil (2012: $4.90). As a result of this purchase, the
Company recorded a reduction to share capital and retained earnings of nil (2012: $426) and nil (2012: $779) respectively.
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Contributed surplus
Contributed surplus is comprised of the difference between the book value per share and the purchase price paid for shares
acquired for cancellation by the Company and stock-based compensation of employees and non-employees.
Share options outstanding as at March 31
In thousands of shares

2013

2012

Share options granted and outstanding

1,354

1,434

At December 31, 2012, the Company had 1,434 share options granted and outstanding. 80,000 options were exercised during
the first quarter of 2013.
No share-based payment rewards were granted during the first quarter of 2013.
Stock option expense
During the period, the Company recognized as employee costs $42 (2012: $87) relating to prior year option grants in general
and administrative expenses of the statement of income.
Dividends
Dividends on common shares were paid in the quarter to shareholders of record as follows:
2013
Shareholders of record at:
March 31

2012

$CAD

Date Paid

$CAD

Date Paid

0.05

April 18, 2013

0.0375

April 19, 2012

The dividend payable at March 31, 2013 was $1,098 (December 31, 2012: $1,130)
NOTE 8 EARNINGS PER SHARE
The following table sets forth the calculation of basic and diluted earnings per share:
March 31
In thousands of US dollars except per share amounts
Numerator for basic and diluted earnings per share:
Net income
Denominator for basic and diluted earnings per share:
Basic weighted average number of shares outstanding
Dilution effect of stock options
Diluted weighted average number of shares outstanding
Net income per share:
Basic
Diluted

2013

2012

2,046

2,287

22,498
202

23,143
171

22,700

23,314

0.09

0.10

0.09

0.10

At March 31, 2013, 796,000 options (2012: 796,000) were excluded from the diluted weighted average number of common
shares calculation as their effect would have been anti-dilutive.
The average market value of the Company’s shares for the purpose of calculating the dilutive effect of share options was based
on quoted market prices for the period during which the options were outstanding.
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NOTE 9 INCOME TAXES
For the period ended March 31
In thousands of US dollars

2013

2012

Current tax expense:
Current period

1,017

871

1

29

1,018

900

Adjustment for prior periods

Deferred tax expense:
Origination and reversal of temporary differences
Adjustment for prior periods
Total income tax expense

(342)

72

(31)

(191)

(373)

(119)

645

(781)

NOTE 10 GOVERNMENT ASSISTANCE
During the first quarter of 2013, AEP recognized grants of $251 to support certain initiatives (2012: $51) which were offset
against expenses. In addition, $nil (2012: $156) was recognized from the province of Quebec and Town of Acton-Vale, in
respect of the new R&D facility in Bromont, Quebec. Capital assets were adjusted accordingly.
During the first quarter of 2013, the Rubber Compounding division recognized $86 to support certain initiatives (2012: $nil) which
was offset against expenses.
No scientific research and investment tax credits were recognized in 2013 (2012: $136 increase); R&D costs were adjusted
accordingly in 2012.
NOTE 11 POST RETIREMENT BENEFITS
March 31
In thousands of US dollars

Executive
Supplemental Plan

Other
benefit plan

2013

2012

-

-

30

32

Exchange differences

(52)

59

(12)

11

Expense (recovery)

(22)

91

(23)

3

The amounts recognized in the income
statement are as follows:
Post-retirement benefits expense
Interest cost

2013

(11)
-

2012

(8)
-

The current service charge was included in “general and administrative expense” and the interest cost is included in “finance
expense” in the income statement.
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NOTE 12 SEGMENTED INFORMATION
March 31

Rubber Compounding

In thousands of US dollars

Unallocated
Corporate Costs

AEP

2013

2012

2013

2012

Segment revenue
Inter-segment revenue

43,273
(3,016)

56,937
(2,177)

15,376
(1,274)

External revenues

40,257

54,760

1,441

Reportable segment profit
before income tax
Reportable segment assets

Total

2013

2012

2013

2012

16,206
(1,067)

-

-

58,649
(4,290)

73,143
(3,244)

14,102

15,139

-

-

54,359

69,899

2,405

1,448

1,479

(198)

2,691

3,068

(816)

75,934

98,210

43,559

41,207

820

1,154

120,313

140,571

1

Reportable segment liabilities

22,583

29,039

6,891

10,833

10,724

21,227

40,198

61,099

Depreciation and amortization

830

762

587

519

14

13

1,431

1,294

Finance costs

102

133

67

78

23

32

192

243

Income tax expense

451

522

368

604

(174)

(345)

645

781

737

844

407

526

1,146

1,370

1

Capital expenditures

1

2

-

¹ Comparative figures as at March 31, 2012
Geographical segments
The Rubber Compounding and AEP segments operate manufacturing facilities and sales offices in the US and Canada, selling
primarily in North American markets.
In presenting information on the basis of geographical segments, segment revenue is based on the geographical location of
customers. Segment assets are based on the geographical location of the assets.
Non-current assets include property, plant and equipment, software, goodwill, future income taxes and other assets.
March 31, 2013
In thousands of US dollars

March 31, 2012

December 31, 2012

Revenues

Non-current assets

Revenues

Non-current assets

Canada

16,906

42,712

26,891

43,265

United States

36,674

9,297

40,173

9,032

779

-

2,835

-

54,359

52,009

69,899

52,297

Other countries

Major customers
Revenues from one customer represent approximately 14% (2012: 24%) of the Group’s total revenues. Five customers
represented 39% (2012: 48%) of the Company’s total revenues.
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Major Products
In thousands of US dollars
Rubber Compounding:
Tolling
Mixing

AEP
Industrial
Defense

2013

2012

962
39,295

1,420
53,340

40,257

54,760

8,223
5,879

8,413
6,726

14,102

15,139

NOTE 13 RELATED PARTIES
Related Party Transactions
Included in the operating lease commitments was a rental agreement for corporate office space between the Company and a
company controlled by the Chairman of the Company. The lease provided for monthly payments equivalent to an annual rental
of $90 and expired in August, 2012. Effective October 1, 2012, the Company has agreed to lease the corporate office space
on a month-to-month basis at a lease rate of $15 per month. The monthly lease rate approximates fair market rental value.
During the period, the Company paid rent for the corporate office of $45 (2012: $23).
During the period, the Company paid fees for the use of a facility in South Carolina of approximately $7 (2012: $5) to a company
in which the Chairman is an officer.
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