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Congoleum Corporation
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GENERAL COUNSEL
Pillsbury Winthrop LLP
1540 Broadway
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200 Clarendon Street
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MARKET INFORMATION

The Company’s Class A common
stock is listed on the American Stock
Exchange. The following table reflects
the high and low prices (rounded to the
nearest one-hundredth) based on
American Stock Exchange trading over
the past two years.

2006 HIGH Low
First Quarter $3.08 1.47
Second Quarter 2.36 1.94
Third Quarter 2.25 1.87
Fourth Quarter 2.24 1.49
2005 HIGH Low
First Quarter $6.49 $5.15
Second Quarter 5.59 3.03
Third Quarter 5.10 3.71
Fourth Quarter 5.45 2.30

The number of registered and beneficial
holders of the Company’s Class A
common stock on March 9, 2007 was
approximately 1000.
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Chairman of the Board, President
and Chief Executive Officer
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Vice Chairman
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ANNUAL MEETING

The 2007 Annual Meeting of the
Stockholders of Congoleum Corporation
will be held on Tuesday, May 8, 2007
at Bank of America, America Room,
2nd Floor, 100 Federal Street, Boston,
Massachusetts at 1:30 p.m. local time.

STOCKHOLDER INFORMATION

The Company will supply any owner of
common stock, upon written request
to Mr. Howard N. Feist Ill of the
Company at the address set forth here-
in, and without charge, a copy of the
Annual Report on Form 10-K for the
year ended December 31, 2006, which
has been filed with the Securities and
Exchange Commission.



Sales in the Duraproduct category showed double digit growth over 2005. Retail enthusiasm for this category
continues to be a bright spot in an otherwise lackluster environment. With foreign competition having all
but eliminated profit opportunities in domestically produced do-it-yourself tile, our strategy of creating and
emphasizing the Duraproduct product line has been very effective.

Based in part on the successful approach taken with the Duraproduct segment, in 2006 we introduced the
K-Tech for Kitchens™ sheet product line, a simplified offering with excellent design and performance features.
This line brought in several million in sales last year. The compact, stand-alone display has been effective gaining
a position with retailers unprepared to commit the floor space to our large full line display.

In addition to pursuing sales growth, we continue to be relentless in our efforts to reduce costs, as demonstrated
by the $2 million decline in operating expenses from 2005 to 2006. We achieved this in spite of absorbing $1
million of cost increases for our employees’ medical and pension benefits.

On top of the routine challenges of operating our business, we also continue to deal with the vagaries of our
reorganization process. To call the experience frustrating would be a vast understatement, but the asbestos
problem is a complex one, whether viewed at our company or on a national level. Given the difficulties in getting
a consensus, we entered global mediation discussions last summer, and were relatively encouraged when they
resulted in a plan which had the support of all creditors in the mediation.

The judge entertained legal arguments regarding that plan’s confirmability in the fall of 2006. In early 2007 the
judge ruled that the proposed plan contained certain legal deficiencies. While it was disappointing to learn this,
it saved us the cost and delay of proceeding with a plan that would not ultimately be confirmed. The ruling also
provided guidance on the plan terms that must be addressed to obtain confirmation. We have resumed the
mediation process to negotiate a plan that responds appropriately. We have excellent mediators who should be
able to help us develop a confirmable plan and potentially emerge from the process in late 2007. | can assure
you | am personally committed to doing everything humanly possible to have Congoleum emerge as a healthy
business with all this litigation behind it.

The business outlook for 2007 appears mixed at the moment. On a positive note, we are not expecting raw
material shortages or any major production disruptions such as we experienced in 2006. In addition, we also
introduced a major new product in March 2007 that should also contribute to our performance.

On the negative side, the weak demand experienced in the latter part of 2006 has continued into 2007, and it
is unclear how long it will last. Given this uncertain outlook, we took steps in January 2007 to significantly reduce
manufacturing costs and operating expenses. These actions, including an 11% workforce reduction, are expected
to save approximately $8.7 million in costs in 2007 (after a $0.4 million severance charge). With this reduction in
our breakeven point, we are better positioned to either weather the downturn if it continues or profit from a recovery
in demand. We continue to explore further cost reduction strategies.

In light of all the difficulties we faced last year, | think the resolve and performance of our employees was exem-
plary, and | am proud to be a part of this team. | reiterate my special thanks to all those who contributed to our
recovery from the Marcus Hook production line explosion.

Sincerely,

@ai 22

Roger S. Marcus
Chairman of the Board





