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Oneida has been a national as well as world leader in the silverware and flatware manufacturing industry since the late 1800’s.  Recently societal changes brought about in the wake of the September 11, 2001 tragedy, as well as growing intensity of overseas competition, have significantly curtailed Oneida’s sales.  We have proposed three possible financial solutions which we feel will improve Oneida’s current financial situation.
The amount of current debt issued by Oneida has jumped from $77.6 million in 2003 to $304.79 million in 2004. We suggest that Oneida continue their divesting strategies, cut costs, and pay off their debt. Liquidity is an imminent problem for the firm’s survival as a going concern. We recommend that Oneida continue to negotiate with current lenders to restructure existing debt. Also, infusion of new financing is vital. In this regard, the firm may look at alternative financing sources, such as hybrid securities like convertible debt which are seen as providing a more flexible funding choice that can solve conflicting financing problems.
Oneida’s dividend payout has continuously decreased in the past four years. The most recent dividend payout amount has been $0.02 per share on 16,782,000 shares outstanding. Oneida’s payout ratio still exceeds the industry ratio by 0.63%. We recommend a stop on paying out dividends on preferred and common stock. This action will benefit Oneida in the long run, especially in regard to their financial distress caused by the large current debt amount.
Finally, Oneida should institute a new compensation system for senior-level executives consisting of a lower base salary along with the potential for an increased total compensation package through a bonus system contingent upon the company reaching a target level of Economic Value Added (EVA).  Establishing a graduated bonus for executives with a maximum bonus of $500,000 contingent upon reaching a target EVA equal to a ten-percent increase over 2003 should provide a powerful incentive for executives to focus on increasing the value of the firm.
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I. Debt 
The possible failure of Oneida to obtain needed waivers and amendments to its financing agreements is particularly tangible (10K 2004). As of January 31, 2004 the Company’s total current liabilities was $304.79 million, as opposed to $77.6 million a year ago. This dramatic increase is due to classification of long-term debt as current due to debt covenant violations. In 2004, the company’s debt/equity ratio jumped to 10.22 compared to 1.81 just a year ago. Their financial leverage ratio was 19.54, compared to 4.29 in 2002. Companies with high Financial Leverage employ more debt in their capital structure and usually represent higher risk investments (MorningStar).

According to Derek Dobecki, an analyst with Ironwood Capital Management, liquidity has always been a problem for Oneida, and despite the company’s strong brand, the issue continues to hamper the company (AP April 1, 2004).

In a March 17, 2004 Associate Press article Chairman and Chief Executive Officer Peter J. Kallet is quoted as saying that Oneida had been in discussion with a private investor about infusion of new financing even as it discussed restructuring its existing debts with its current lenders. Oneida shares lost nearly half their value on April 1, 2004 after the company said its discussions with the potential investor had broken down.

Other than income from sales, the company’s primary source of working capital is its secured revolving credit facility. Because cost of sales has not been matching declining revenues, Oneida has decided to restructure the business and run a lean manufacturing system in the remaining factory in Oneida, New York.  Recent divestitures include closing of five factories during the previous fiscal year.  The most recent sales were the two in Mexico with reported gains of a total of $1,956,000.  The closure and sale of the Buffalo, NY manufacturing facility and in Italy as well as the closure and pending sale of facilities in China, Italy and Canada accomplishes very important goals for Oneida, increase liquidity, return to profitability, and with a better focus on less assets can compete more effectively.
The Company has violated interest coverage ratio, leverage ratio, and net worth covenants for the second and third quarter in fiscal 2004 and at year end in fiscal 2003. The lenders have waived the covenant violations through June 15, 2004 and deferred the required pay down of total indebtedness which amounts to $35 million at year end. In addition, $3.9 million due to senior note holders has been deferred. Under the amended and restated agreement, covenant violations, if not corrected, could cause the lenders to declare the principal outstanding to be payable immediately. Accordingly, the entire bank debt has been reported as current in the 2004 company balance sheet. On March 31, 2004, the Company announced that negotiations with a potential investor had been terminated. These factors raise substantial doubt as to the Company's ability to continue as a going concern.
With rising debt, there is a greater chance for Oneida of not meeting its debt obligations. Financial distress can reduce firm value by the expected PV of bankruptcy costs such as court fees, legal fees, administrative costs, and reorganization or liquidation costs. Generally, bankruptcy costs reduce firm value by 1-3% of firm wealth. Other indirect costs of financial distress include loss of confidence, credit, stockholders, best employees, and customers which can cost as much as 20% of firm value (Rich, 16-17).

Total interest costs incurred by the Company are presented net of capitalized interest of $159, $112, and $407, for 2004, 2003 and 2002, respectively. The company also loses the benefits of a tax shield due to the rising interest costs related to its rising debt.

We suggest that the firm continue to convince current lenders to restructure existing debt. Also, infusion of new financing is vital for the firm to continue operating as a going concern. The firm should hire professional consultants to ensure successful negotiations with potential investors. Oneida can issue convertible debt instead of straight debt to mitigate the costs of bondholder/stockholder agency conflicts. According to Craig M. Lewis et al., some issuers use convertible debt instead of common equity to reduce the costs of adverse selection. Thus, in contrast to standard securities like straight debt or common equity, which solve some financing problems but exacerbate others, hybrid securities such as convertible debt are seen as providing a more flexible funding choice that can solve conflicting financing problems. However, a downside to issuing convertible debt is that this may have an adverse effect of stock prices. We believe that this downside is short-run because future economic conditions are expected to be favorable for Oneida – sales for the first quarter ended May1, 2004 totaled $110.6 million, up from $107 million for the same period a year ago. According to Craig M. Lewis et al., convertible debt may be issued when offering firms are performing well, but general economic conditions are not particular robust.

Finally, we reiterate that Oneida should continue their divesting strategies, cut cost, and pay off their debt.
II. Dividends
Oneida has continually decreased their dividend payout from $0.40 to $0.08 in the time span from 2000 throughout 2003 (Morningstar). In 2004, Oneida has declared a dividend of only $0.02 on 16,782,000 shares of common stock outstanding (income statement). This accumulates to $335,640. Also, Oneida’s dividend Year-end Yield % has constantly decreased from 1.84 in 2000 to 0.68 in 2004. Although Oneida’s dividend Year-end yield % has been exceeding the S&P 500 yield % through the years of 2000 to 2003, 2004 was the first year that she S&P yield % exceeded Oneida’s Percentage. Even more interesting is the fact that the industry average on Year-end dividend yield % is 0.05 (Morningstar). Why should Oneida with all the financial distress that the company already has pay out more dividends than their industry peers? This tells us that cutting dividends has been a necessary step for the company, especially when considering the fact that retained earnings have dropped from $129,389,000 in 2003 to 22,600,000 in 2004 (Oneida’s financial statements, online). Oneida simply does not have the financial means to support a regular dividend payout from retained earnings. 

We believe that Oneida should stop paying dividends on any stock, including preferred as well as common stock. There are several reasons that led us to this conclusion. 

First of all, we believe that Oneida can only use future cash flows to secure the dividend payout in the long run (Soter). But because of Oneida’s financial distress, the generated future cash flows should be used to reduce the amount of current debt that we mentioned earlier, and not to finance dividend payouts. Consequently, Oneida cannot raise additional external funds for dividend payouts because in the long run the risk of bankruptcy that the company is facing exceeds the reward to stockholders by paying dividends financed by issuing debt. 

We do realize that cutting the dividend payout sends a negative signal to investors which will make them believe that the company will face a darker future (Soter). Nevertheless, we intend to use the money that we saved by not paying dividends to repurchase specific stock of 200,000 shares, which makes up for 1.2% of Oneida’s stock outstanding. By taking this action and paying a 10.6% premium on Oneida’s current stock price of 1.13 (yahoo.finance), the total cost of the repurchase would come to $250,000. The benefits to this action include an offset of the negative effect by cutting dividends. Repurchasing stock usually sends a positive signal to the stockholders and will boost the stock price up (Rich, class discussion). Secondly, we will reduce the likelihood of a hostile takeover by other companies which is important to Oneida since they are the market leading company in the U.S. In addition, it gives Oneida’s management more flexibility in terms of their financing decisions because managers do not have to deal with contra productive stockholders (class notes). 

The Clientele Effect will summarize the overall consequences of our actions. First of all, there will be a substitution of our investors. By cutting the dividend payout, we will probably lose investors that demand a regular cash income, who like having high dividend payouts and are in low tax brackets (Soter). Therefore, Oneida will attract investors that do not have a need for a regular cash income and who can afford to wait for an immense stock price increase. We believe that Oneida’s low stock price will ensure the availability of investors who are looking for riskier, but potentially more profitable investment. Oneida’s low stock price can be increased tremendously if the right actions are taken and can thus generate an immense profit for investors. 

From our point of view, Oneida should not mind what type of investors they attract but rather what the overall financial consequence for the company is.  Furthermore, brokerage costs and possible capital gains taxes are factors that will bias investors to keep their stock. These costs can exceed the value of switching stock for investors. 
III. EVA
Oneida should institute a new compensation system for senior-level executives consisting of a lower base salary along with the potential for an increased total compensation package through a bonus system contingent upon the company reaching a target level of Economic Value Added (EVA).


Though performance and profitability have dropped steadily for the past three years, Oneida has increased the base salaries of its senior executives and board members each year.  Instead of continuing to use a compensation plan that provides little incentive for management to pursue stockholders’ interests by maximizing the value of the firm, Oneida should replace its current compensation scheme with a new system that ties managerial compensation to the financial performance of the firm.  To this end, the company should implement a bonus system based upon Economic Value Added (EVA) calculations.  Though the company would save money initially by paying lower base salaries to its upper-level employees, the system would promote long-term growth and place a much needed emphasis on the future performance of the company.

As depicted in Appendix 2, the Oneida’s EVA has fluctuated substantially over the past four years.  While the average EVA for the four-year period was negative $15,291, the EVA level has shown a large degree of variability.  The last year in which Oneida recorded a positive EVA was 2000.  As expected, Oneida’s stock price also decreased each year since 2000.  Though profitability for these years was adversely impacted by an economic downturn and complications stemming from domestic terror attacks in 2001, forecasts for fiscal year 2004 suggest a positive trend in economic indicators, including a 3.4% increase in sales during the first quarter ended May 1, 2004, as compared to the same period last year.  Consequently, setting a target EVA of negative $52,479, a ten-percent increase over the 2003 figure, should provide a challenging yet attainable goal for the current year.  Rather than stressing efficiencies and other measurements that are inherently biased toward the creation of accounting figures, Oneida should attempt to resolve the inherent stockholder-manager conflict by tying managerial compensation to the amount of value added to the firm as demonstrated by EVA.

In 2004, Oneida Chairman and CEO Peter Kallet is slated to receive a base salary of $366,923.  Though the salary increase over 2003 is due in large part to the restoration of a ten-percent pay cut for company executives instituted for the first half of 2003 and to the extra pay period falling in this year’s fiscal calendar, the salary system provides little incentive for executives to take a personal interest in the performance of the organization.  Oneida does have a limited stock option program for “selected key employees and non-employee directors” (10-K 2004).  However, the market value of Oneida’s common stock provides little incentive to participate in the option program, as it will likely be some time before stock prices rise to a level where exercising the options would prove profitable.  Indeed, virtually all outstanding stock options will continue to remain out-of-the-money for some time given the historically-low price of common stock.  At any rate, such options provide little chance for managers to receive a short-term reward for improving company performance.

As such, Oneida should lower base salaries of top executives and stress the importance of adding value to the company by shifting focus toward achieving a targeted level of EVA.  Like securities compensation, EVA bonuses encourage behaviors that add value to the company and therefore increase the value of the company’s stock.  However, implementing an EVA bonus would have the added benefit of providing executives with a targeted goal for company performance and providing more immediate rewards for reaching that goal.  Both stockholders and managers would benefit if Mr. Kallet’s base salary were reduced to $250,000 per year (with the salaries of other executives reduced accordingly) and augmented by the imposition of a graduated EVA bonus with a maximum bonus amount of $500,000.  
Though achieving the target EVA would not return the company to a profitable state in terms of accounting figures, it would put the company on the right track toward relisting its stock on the New York Stock Exchange, proving a much-needed boost to stockholder and employee confidence. Likewise, the potential of receiving a combined pay package almost double that of the previous year would serve as a powerful incentive for executives to continue implementing innovative managerial and operational strategies that have improved the company’s outlook over the past few months.  On the other hand, if its financial situation fails to improve, Oneida will have markedly lower operational expenses due to the lower base salaries for upper-level executives and might consider making strategic personnel changes.


Given sufficient time, Oneida should be able to overcome its short-term liquidity problems and improve its long-term financial standing.  By using all financial resources available, Oneida will be able to reduce the current portion of long-term debt and thus prevent possible bankruptcy.  In addition, cutting dividends will aid this process by freeing cash flow and reducing the need for external funds that would have been necessary to maintain a constant dividend payout.  Finally, by introducing a new compensation system focused around a graduated EVA bonus, Oneida can successfully reduce shareholder vs. management conflict by tying managerial compensation to a more accurate measure of the company’s performance.  Taken together, these measures will encourage the firm to pursue projects that will increase the financial stability of the company and promote long-term growth and success.
[image: image5.jpg]Wl Cifgl




Soter, Dennis. “The Dividend Cut Heard Round the World.”  The New Corporate Finance Where Theory Meets Practice.  pp235-246.

Rich, Steve.  “Capital Structure Notes” Summer Semester, Baylor University.

Form 10-Q.  Oneida Ltd. 10 June 2004.  <www.oneida.com>

Company Details.  Mergent Online.  Oneida Ltd.

<http://www.mergentonline.com/Compdetail.asp?Company=-1&company_mer=6287&Type=news&Area=Recent&StoryId=Cqm50qdubmdaWmdm3mJK>.
http://www.morningstar.com
http://www.valueline.com
Quotes and Info. “Yahoo Finance.” 18 June 2004

<http://finance.yahoo.com/q?s=ONEI>

http://www.oneida.com
[image: image6.jpg]



Appendix I. Oneida History and Overview
Oneida has been a national as well as world leader in the silverware and flatware industry since 1880.  In later years Oneida expanded its line to include crystal and glassware products.  Recently Oneida has gone through significant financial distress causing them to have experience much lower sales levels than they are used to.


On the heels of September 11, 2001 the airline industry as well as others began to reevaluate their silverware and flatware needs, and how to fulfill them.  The solutions such industries came up with did not include nearly as many Oneida products.


In addition to the sales downturn caused by September 11, sales were also hurt by overseas competitors who could take advantage of lower product costs caused by the strong status of the dollar overseas.


Because of their dwindling sales, the company was forced to sell multiple assets in order to attempt to make payments on their current and long term liabilities.  At this point Oneida has sold all but one of their silverware factories, leaving their New York plant as the only remaining factory they have operational.  Due to this sale of multiple factories Oneida has also gone from over 5,000 employees to around 900.  


Currently Oneida’s long term debt is coming due causing them to have the entirety of their long term debt due immediately.  Oneida has been attempting a structured recapitalization of the company, but during these attempts their lenders have had to continually extend the deadlines on debt repayment.


Oneida’s lenders and shareholders have agreed to postpone payments until July 15, 2004.  The company is attempting to again further postpone these payments until August 16, 2004.  Because of their financial deficiencies the company did not meet the requirements necessary to be publicly traded on the New York Stock Exchange and have changed their status, and ticker symbol to ONEI.OB to allow for their stock to still be traded while they are in default.


Oneida has attempted to cut their losses by restructuring their one remaining New York factory, eliminating various employee benefits, and cutting dividend payments in a nearly uniform fashion.  While these attempts have been unsuccessful in recreating a profitable company; Oneida management feels that a solution can be constructed that could turn the company profitable once again.

Appendix II. EVA Analysis
	EVA Analysis
	Oneida Ltd.
	
	
	

	(thousands of dollars)
	
	
	
	

	
	FYE Jan 31, 2004
	FYE Jan 31, 2003
	FYE Jan 31, 2002
	FYE Jan 31, 2001

	
	
	
	
	

	Calculation of NOPAT
	2003
	2002
	2001
	2000

	Operating Profit
	 $            (30,710)
	 $             25,408 
	 $             27,717 
	 $         35,117 

	  Plus
	
	
	
	

	    Interest on Cash Balances
	                    169 
	                      43 
	                      64 
	                      52 

	    R&D Expense
	                        - 
	                        - 
	                        - 
	                        - 

	
	
	
	
	

	  Less
	
	
	
	

	    Cash Taxes
	                    114 
	                 2,559 
	                 1,056 
	                 7,629 

	
	
	
	
	

	NOPAT
	 $            (30,655)
	 $             22,892 
	 $             26,725 
	 $         27,540 

	
	
	
	
	

	Calculation of Capital
	2002
	2001
	2000
	1999

	Operating Cash
	 $               2,653 
	 $             11,112 
	 $               2,163 
	 $           3,899 

	  Plus
	
	
	
	

	    Receivables
	                75,810 
	                76,099 
	                89,993 
	                84,386 

	    Inventory (FIFO)
	              167,573 
	              172,717 
	              214,988 
	              183,512 

	    Other Current Assets
	                 8,515 
	                17,687 
	                27,757 
	                 9,946 

	    P&E
	              102,366 
	              108,534 
	              112,213 
	              106,277 

	    Intangible Assets
	              133,944 
	              134,073 
	              141,195 
	                28,197 

	      Plus Accum. Goodwill Amort.
	                        - 
	                19,214 
	                14,492 
	                10,061 

	    Other Assets
	                13,488 
	                 4,390 
	                 8,047 
	                 9,979 

	
	
	
	
	

	  Less
	
	
	
	

	    Current Liabilities
	                62,687 
	                62,659 
	              103,970 
	              136,606 

	
	
	
	
	

	Capital
	 $           441,662 
	 $           481,167 
	 $           506,878 
	 $       299,651 

	
	
	
	
	

	Calculation of Capital Charge
	
	
	
	

	Risk-Free Rate *
	4.96%
	5.45%
	5.64%
	6.57%

	Market Risk Premium **
	6.00%
	6.00%
	6.00%
	6.00%

	Beta Coefficient ***
	0.80 
	0.75 
	0.70 
	0.70 

	Cost of Equity (rE = rRF + MRP*β)
	9.76%
	9.95%
	9.84%
	10.77%

	Cost of Debt (After-Tax) ****
	4.65%
	5.10%
	5.12%
	5.19%

	
	4.60%
	6.00%
	6.60%
	5.60%

	Market Value of Equity
	              180,239 
	              196,630 
	              288,104 
	              349,360 

	Market Value of Debt (Book Value)
	              395,731 
	              419,801 
	              491,412 
	              315,931 

	Weighted-Average Cost of Capital
	6.25%
	6.64%
	6.87%
	8.12%

	
	
	
	
	

	EVA = NOPAT - k * Capital
	 $            (58,310)
	 $              (6,559)
	 $              (7,081)
	 $             10,785 

	
	
	
	
	

	Average EVA (2000 - 2003)
	 $            (15,291)
	
	
	

	Target EVA (2004)
	 $            (52,479)
	
	
	

	
	
	
	
	

	Note: EVA calculated by FIN 4360 Project Group #1 based on EVA techniques of Harnischfeger.
	

	
	
	
	
	

	* Based on 30-Year Constant Maturity U.S. Treasury Note
	** EVA Convention per Class Notes
	

	*** Valueline Investment Survey: Summary & Index
	**** Based on Average YTM on Long-Term Baa Bonds


Appendix III. Consolidated Statement of Income
	ONEIDA LTD.
	
	
	

	CONSOLIDATED STATEMENTS OF OPERATIONS
	
	
	

	(Thousands of Dollars, except per share data)
	
	
	

	
	
	
	

	Year ended in January
	
	
	

	
	
	
	

	
	January 31,
	January 25,
	January 26,

	
	2004
	2003
	2002

	
	
	
	

	Revenues:
	
	
	

	Net sales ............................................
	 $            452,975 
	 $            491,875 
	 $            509,071 

	License fees .........................................
	1,466 
	1,378 
	1,513 

	
	
	
	

	Total  Revenues .........................................
	454,441 
	493,253 
	510,584 

	
	
	
	

	
	
	
	

	Cost of sales ...........................................
	350,847 
	338,036 
	348,757 

	
	
	
	

	
	
	
	

	Gross Margin ............................................
	103,594 
	155,217 
	161,827 

	
	
	
	

	Operating expenses:
	
	
	

	Selling, distribution and  administrative expense ....
	134,304 
	129,809 
	134,110 

	Restructuring expense ................................
	9,001 
	
	

	Impairment loss on depreciable assets ................
	18,604 
	
	

	Impairment loss on goodwill ..........................
	1,300 
	
	

	(Gain) loss on the sale of fixed assets ..............
	(2,737)
	55 
	39 

	
	
	
	

	Total ..........................................
	160,472 
	129,864 
	134,149 

	
	
	
	

	
	
	
	

	Other income ............................................
	2,654 
	8,320 
	11,263 

	Other expense ...........................................
	(3,051)
	(5,071)
	(3,327)

	Interest expense and amortization of
	
	
	

	deferred financing costs .............................
	(16,673)
	(17,061)
	(23,934)

	
	
	
	

	(Loss) income before income taxes .......................
	(73,948)
	11,541 
	11,680 

	Provision for income taxes ..............................
	(25,263)
	(2,319)
	(4,657)

	
	
	
	

	Net (loss) income .......................................
	 $           (99,211)
	 $                9,222 
	 $                7,023 

	
	
	
	

	
	
	
	

	Preferred Stock Dividends................................
	(129)
	(129)
	(130)

	
	
	
	

	Net (loss) income available to common shareholders.......
	 $           (99,340)
	 $                9,093 
	 $                6,893 

	
	
	
	

	(Loss) earnings per share of common stock Net income:
	
	

	
	
	
	

	Basic .......................................
	 $               (5.98)
	 $                  0.55 
	 $                  0.42 

	Diluted .....................................
	(5.98)
	0.55 
	0.42 


Appendix IV. Consolidated Balance Sheet

	ONEIDA LTD.
	
	

	CONSOLIDATED BALANCE SHEETS
	
	

	(Thousand of Dollars)
	
	

	
	January 31,
	January 25,

	
	2004
	2003

	ASSETS
	
	

	Current assets:
	
	

	Cash ...............................................
	 $                9,886 
	 $                2,653 

	Trade accounts receivables, less allowance
	
	

	for doubtful accounts of $2,961 and
	
	

	$2,963, respectively ............................
	58,456 
	75,810 

	Other accounts and notes receivable ................
	1,890 
	2,196 

	Inventories ........................................
	139,448 
	167,573 

	Other current assets ...............................
	5,361 
	8,515 

	
	
	

	Total current assets .........................
	215,041 
	256,747 

	Property, plant and equipment, net ....................
	73,675 
	102,366 

	Assets held for sale ..................................
	3,199 
	

	Goodwill ..............................................
	136,118 
	133,944 

	Deferred income taxes .................................
	
	18,575 

	Other assets ..........................................
	13,468 
	13,488 

	
	
	

	Total assets .................................
	 $            441,501 
	 $            525,120 

	
	
	

	LIABILITIES AND STOCKHOLDERS' EQUITY
	
	

	Current liabilities:
	
	

	Short-term debt ....................................
	 $                7,654 
	 $                8,510 

	Accounts payable ...................................
	21,231 
	25,711 

	Accrued liabilities (Note 10).......................
	45,293 
	36,976 

	Accrued restructuring ..............................
	7,400 
	

	Long term debt classified as current................
	223,214 
	6,406 

	
	
	

	Total current liabilities ....................
	304,792 
	77,603 

	Long-term debt ........................................
	0 
	219,037 

	Accrued postretirement liability (Note 11).............
	62,930 
	59,708 

	Accrued pension liability (Note 11)....................
	24,259 
	18,892 

	Deferred income taxes (Note 4).........................
	9,823 
	

	Other liabilities .....................................
	17,097 
	20,491 

	
	
	

	Total liabilities ............................
	418,901 
	395,731 

	Commitments and contingencies (Note 8)
	
	

	Stockholders' equity:
	
	

	Cumulative 6% preferred stock--$25 par value;
	
	

	authorized 95,660 shares, issued 86,036 shares,
	
	

	callable at $30 per share respectively .............
	2,151 
	2,151 

	Common stock--$l.00 par value; authorized
	
	

	48,000,000 shares, issued 17,883,460 and
	
	

	17,836,571 shares respectively ..................
	17,883 
	17,837 

	Additional paid-in capital ............................
	84,561 
	84,318 

	Retained earnings (deficit) ...........................
	(32,933)
	68,407 

	Accumulated other comprehensive loss ..................
	(27,493)
	(19,190)

	Less cost of common stock held in treasury;
	
	

	1,149,364 and 1,285,679 shares, respectively .......
	(21,569)
	(24,134)

	
	
	

	Stockholders' equity: ...........................
	22,600 
	129,389 

	Total liabilities and stockholders' equity ...
	 $            441,501 
	 $            525,120 


Appendix V. Statement of Cash Flows

	ONEIDA LTD.
	
	
	

	CONSOLIDATED STATEMENTS OF CASH FLOWS
	
	
	

	(Thousands of Dollars)
	
	
	

	Year ended in January
	2004
	2003
	2002

	

	CASH FLOW FROM OPERATING ACTIVITIES:
	
	
	

	Net income (loss)..............................................
	 $         (99,211)
	 $              9,222 
	 $              7,023 

	Adjustments to reconcile net income to net cash
	
	
	

	provided by operating activities:
	
	
	

	Depreciation and amortization...............................
	11,771 
	13,746 
	13,761 

	Impairment of goodwill long-term assets.....................
	19,904 
	                      -   
	                      -   

	(Gain) loss on disposition of properties and equipment......
	(2,737)
	55 
	39 

	Gain on marketable securities...............................
	                      -   
	(1,300)
	(8,646)

	Deferred taxes..............................................
	30,642 
	3,532 
	9,890 

	Receivables provisions......................................
	(1)
	(512)
	403 

	Decrease (increase) in operating assets:
	
	
	

	Receivables..............................................
	17,979 
	3,682 
	6,991 

	Inventories..............................................
	31,910 
	3,646 
	39,921 

	Other current assets.....................................
	2,380 
	(2,833)
	3,336 

	Other assets.............................................
	(482)
	(1,140)
	(3,288)

	Increase (decrease) in accounts payable.....................
	(3,173)
	683 
	(7,817)

	Increase (decrease) in accrued liabilities..................
	2,513 
	(2,656)
	(22,073)

	
	
	
	

	Effect of foreign currency on intercompany
	
	
	

	balances.................................................
	1,609 
	770 
	(232)

	
	
	
	

	Net cash provided by operating activities................
	13,104 
	26,895 
	39,308 

	
	
	
	

	CASH FLOW FROM INVESTING ACTIVITIES:
	
	
	

	Proceeds from the sale of subsidiaries and minority interest...
	                      -   
	23 
	6,604 

	Purchases of properties and equipment..........................
	(5,123)
	(7,334)
	(13,750)

	Proceeds from dispositions of properties and equipment.........
	3,456 
	113 
	2,798 

	Proceeds from sale of marketable securities....................
	                      -   
	8,399 
	1,547 

	Proceeds from disposal of assets held for sale.................
	                      -   
	3,197 
	3,823 

	
	
	
	

	Net cash provided by (used in) investing activities......
	(1,667)
	4,398 
	1,022 

	
	
	
	

	CASH FLOW FROM FINANCING ACTIVITIES:
	
	
	

	Proceeds from issuance of common stock.........................
	289 
	381 
	1,115 

	Issuance of treasury stock.....................................
	
	
	440 

	(Payments)/borrowings of short-term debt net.
	(1,480)
	(1,509)
	3,582 

	Proceeds from issuance of long-term debt.......................
	
	
	1,025 

	Payments of long-term debt.....................................
	(2,602)
	(37,160)
	(32,953)

	Dividends paid.................................................
	(426)
	(1,453)
	(4,238)

	
	
	
	

	Net cash used in financing activities....................
	(4,219)
	(39,741)
	(31,029)

	
	
	
	

	EFFECT OF EXCHANGE RATE CHANGES ON CASH
	15 
	(11)
	(352)

	
	
	
	

	NET INCREASE (DECREASE) IN CASH...................................
	7,233 
	(8,459)
	8,949 

	CASH AT BEGINNING OF YEAR.........................................
	2,653 
	11,112 
	2,163 

	
	
	
	

	CASH AT END OF YEAR...............................................
	 $              9,886 
	 $              2,653 
	 $            11,112 

	
	
	
	

	SUPPLEMENTAL CASH FLOW DISCLOSURES:
	
	
	

	Cash paid during the year for:
	
	
	

	Interest....................................................
	 $            15,140 
	 $            15,719 
	 $            25,309 

	Income taxes................................................
	114 
	2,559 
	1,056 

	Non-cash investing activity:
	
	
	

	Unrealized gain on marketable securities....................
	                      -   
	                      -   
	916 

	Non-cash contribution of treasury shares to ESOP............
	799 
	                      -   
	                      -   
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