Edgar Filing: ONEIDA LTD - Form 10-K

ONEIDA LTD
Form 10-K
May 03, 2004
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K
Annual Report Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934
For the fiscal year ended January 31, 2004
Commission File Number 1-5452
ONEIDA LTD.
163-181 KENWOOD AVENUE
ONEIDA, NEW YORK 13421-2899
(315) 361-3000
NEW YORK 15-0405700
(State of Incorporation) (I.R.S. Employer Identification No.)
Securities registered pursuant to Section 12 (b) of the Act:
Title of Class Name of exchange on which registered
Common Stock, par value $1.00 New York Stock Exchange

per share with attached Preferred
Stock purchase rights

Securities registered pursuant to Section 12 (g) of the Act:

% Cumulative Preferred Stock, par value $25 per share
(Title of Class)

Indicate by check mark whether the registrant (1) has filed all reports required
to be filed by Section 13 or 15(d) of the 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 if disclosure of delinquent filers pursuant to Item 405
of Regulation S-K is not contained herein, and will not be contained, to the
best of registrant's knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this
Form 10-K. [X]

Indicate by check mark whether the registrant is an accelerated filer (as
defined in Rule 12b-2 of the Act). YES [X] NO [_]

The aggregate market value of the voting stock held by non-affiliates of the
registrant based on a closing price of $6.18 per share reported on the New York
Stock Exchange Composite Index on July 30, 2003 was approximately $97,711,745.
For this calculation, registrant assumed its directors and executive officers
are affiliates.



Edgar Filing: ONEIDA LTD - Form 10-K

The number of shares of Common Stock ($1.00 par value) outstanding as of
April 29, 2004, was 16,816,416.

Documents Incorporated by Reference
Portions of Oneida Ltd.'s Definitive Proxy Statement for its Annual Meeting to

be held on May 26, 2004, or such later date as the Board of Directors may
determine, have been incorporated by reference into Part III of this Form 10-K.

Page 0 of 65

INDEX

Page

PART T
Item 1. Business
(a) General
(b) Segments
(c) Narrative Description of Business
Principal Products
Manufacturing and Sourcing
Principal Markets
Distribution
Raw Materials
Intellectual Property
Licenses
Seasonality of Business
Working Capital
Customer Dependence
Backlog Orders
Market Conditions and Competition
Research and Development
Environmental Matters
Employment
Risk Factors Which May Affect Future Results
Company Information
Item 2. Properties
Item 3. Legal Proceedings
Item 4. Submission of Matters to a Vote of Stockholders

O O W O JJJJOooyoy Ul Ul U Ul U b b wwwddDNdN

=

PART IT
Item 5. Market for the Company's Common Equity and Related Stockholder
Matters 10
Item 6. Selected Financial Data 12
Item 7. Management's Discussion and Analysis of Financial
Conditions and Results of Operations 13
Item 7A. Quantitative and Qualitative Disclosures About Market Risk 21
Item 8. Financial Statements and Supplementary Data 21
Index to Financial Statements and Supplementary Data 21
Item 9. Changes in and Disagreements with Accountants on
Accounting and Financial Disclosure 52



Edgar Filing: ONEIDA LTD - Form 10-K

Item 9A. Controls and Procedures 52
PART ITI.
Item 10. Directors and Executive Officers of the Registrant 52
Item 11. Executive Compensation 54
Item 12. Security Ownership of Certain Beneficial Owners and
Management 54
Item 13. Certain Relationships and Related Transactions 54
Item 14. Principal Accountant Fees and Services 54
PART IV.
Item 15. Exhibits, Financial Statement Schedule and Reports on Form 8-K 54
Signatures 56
Consent of Independent Accountants 58
Schedule II, Valuation and Qualifying Accounts 59
Exhibit Index 60
1
PART T

ITEM 1. BUSINESS.
a. General.

The Company (unless otherwise indicated by the context, the term "Company" means
Oneida Ltd. and its consolidated subsidiaries) was incorporated in New York in
1880 under the name Oneida Community, Limited. In 1935, the Company's name was
changed to Oneida Ltd. It maintains its executive offices in Oneida, New York.

Since its inception, the Company has manufactured and marketed tableware -
initially silverplated and, later, sterling and stainless steel flatware. By
acquiring subsidiaries, entering into strategic distributorship and licensing
arrangements and expanding its own tableware lines, the Company has diversified
into the design and distribution of other tableware, kitchenware and gift items,
most notably china dinnerware, silverplated and stainless steel holloware,
crystal and glass stemware, barware and giftware, cookware, cutlery and kitchen
utensils and gadgets. This diversification has permitted the Company to progress
toward its goal of becoming a "total tabletop" supplier.

Since fiscal 1999, the Company has gone through a number of significant changes
that have redirected its focus from manufacturing to sourcing. These changes
include the closure of the Canadian and Mexican flatware manufacturing
facilities operated by the Company's Oneida Canada, Limited and Oneida Mexicana
SA de SV subsidiaries in 1999 and 2004, respectively; the sale of the New York
dinnerware manufacturing facility operated by the Company's Buffalo China, Inc.
subsidiary in 2004, the closure of the Mexican dinnerware manufacturing facility
operated by Buffalo China, Inc.'s Ceramica de Juarez SA de CV subsidiary in
2004, and the closure of the Italian and Chinese holloware manufacturing
facilities operated by the Company's Oneida Italy, srl and Oneida International,
Inc. subsidiaries, respectively, in 2004. During the first quarter of the
fiscal year ended January 2005 the Company completed the sale of its Buffalo
China, Inc. dinnerware manufacturing assets to a third party, Niagara

Ceramics Corporation. By the end of the second quarter of the fiscal year

ended January 2005 the Company expects to have sold or otherwise disposed
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of all of the remaining equipment, real estate and other assets formerly
used by its Canadian, Mexican, Italian and Chinese manufacturing operations.

Coupled with these plant closures, several strategic acquisitions have advanced
the Company's presence and abilities in the tableware sourcing arena. In 1996,
the Company acquired the assets of THC Systems, Inc., a leading importer and
marketer of vitreous china and porcelain dinnerware for the Foodservice industry
under the Rego tradename. In 1998 the Company acquired the assets of Stanley
Rogers & Son, a leading importer and marketer of stainless steel and
silverplated flatware to retail customers in Australia and New Zealand, and
Westminster China, a leading importer and marketer of porcelain dinnerware to
the foodservice, domestic tourism and promotion industries in Australia and New
Zealand. In the summer of 2000 the Company acquired the assets of Sakura, Inc.,
a leading marketer of consumer ceramic, porcelain and melamine dinnerware and
accessories; all outstanding shares of London-based Viners of Sheffield Limited,
the leading marketer of consumer flatware and cookware in the U.K.; and all
outstanding shares of Delco International, Ltd., a leading marketer of
foodservice tableware to foodservice distributors, chains and airlines.

The Company believes that this redirection of focus from manufactured to sourced
product will help to maintain its ability to compete in the highly competitive
tableware industry by permitting it to provide the widest range of products
suited to its great variety of customers in the most timely, efficient and cost
effective manner.

b. Segments.

During fiscal 2004, the Company determined that it should have historically been
reporting three reportable segments, as defined in SFAS No. 131, "Disclosures
about Segments of an Enterprise and Related Information": Foodservice, Consumer
and International. Foodservice and Consumer segments operate in the US. The
Company previously reported that its Tableware segment was grouped around three
major product categories. The prior year disclosures have been restated to
report these three segments. This change in segment reporting has no effect on
reported earnings.

The Company's operations and assets are in three principal segments:
Foodservice, Consumer, and International. The Company's Consumer segment
sells directly to a broad base of retail outlets including department stores,
mass merchandisers, Oneida Home stores and chain stores. The Company's
Foodservice segment sells directly or through distributors to foodservice
operations worldwide, including hotels, restaurants, airlines, cruise lines,
schools and healthcare facilities. The Company's International segment sells
to a variety of distributors, foodservice operations and retail outlets.

Information regarding The Company's operations by industry segments for
the years ended January 31, 2004, January 25, 2003 and January 26, 2002 is
contained in Part II, Item 8 of this Report.

c. Narrative Description of Business.

Principal Products.

The Company divides its tableware products into four principal product
categories: metalware, dinnerware, glassware and other tabletop accessories.
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Metalware is comprised of stainless steel, silverplated and sterling silver
flatware (forks, knives, spoons and related serving pieces), stainless steel and
silverplated holloware (bowls, trays, tea and coffee sets and related items),
cutlery and cookware. Dinnerware includes ceramic, porcelain and stoneware
plates, bowls, cups, mugs, and a variety of related serving pieces. Glassware
includes glass, non-leaded crystal and leaded crystal stemware, barware,
serveware, giftware and decorative pieces. The Company, in recent years,
expanded its product offerings beyond its main metalware, dinnerware and
glassware segments. These other tabletop accessories include ceramic and plastic
serveware, kitchen and table linens, picture frames and decorative pieces
distributed primarily by the Company's Encore Promotions and Kenwood Silver
subsidiaries.

The percentages of metalware, dinnerware, glassware and other tabletop
accessories sales to total consolidated sales for the fiscal years, which end in
January, are as follows:

2004 2003 2002

Metalware: 60% 60% 65%
Dinnerware: 31% 31% 27%
Glassware: 7% 7% 7%
Other Tabletop Accessories: 2% % 1%

Manufacturing and Sourcing.

The principal source of the Company's highest end flatware is the Company's
Sherrill, New York manufacturing facility. Moderate price-point flatware is also
produced in this facility, as well as sourced from several international
suppliers. The Company's lower price-point flatware is sourced from several
international suppliers. The Company sources its stainless steel and
silverplated holloware products and its cutlery and aluminum and stainless steel
cookware from several international suppliers.

The Company's own branded dinnerware is sourced from several suppliers, both
domestic and international. In addition, the Company is the exclusive
distributor of dinnerware products manufactured by Schonwald and Noritake Co.,
Inc. to the U.S. Foodservice market.

As with dinnerware, the Company sources its glassware from several international
suppliers and markets the glassware under its own name, and in certain cases,

under the names of its suppliers, such as Schott Zwiesel.

The Company's other tabletop accessories are sourced from various domestic and
international suppliers.

Principal Markets.

The Company's tableware operations serve three principal markets: Consumer,
Foodservice and International.
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Consumer marketing focuses on individual consumers, and the Company's
wide-ranging Consumer marketing activities include both retail and direct
operations. The Company's retail accounts include national and regional
department store chains, mass merchandise and discount chains, specialty shops
and local establishments. The Company's direct accounts serve business customers
in the premium, incentive, mail order and direct selling markets. The Company
also reaches consumers through its Kenwood Silver Company, Inc. and Encore
Promotions, Inc. subsidiaries, both of which play a significant role in the
marketing of the Company's products. Kenwood Silver Company, Inc. operates a
chain of 58 Oneida Home outlet stores in resort and destination shopping areas
across the United States, while Encore Promotions, Inc. runs supermarket
redemption programs featuring a variety of tableware and household items. The
Company also markets its products via its web site, www.oneida.com, and
1-800-TSPOONS call center number.

The Company serves Foodservice and institutional accounts of all kinds,
including restaurants, hotels, resorts, convention centers, food distributors,
airlines, cruise lines, hospitals and educational institutions.

International activities span both the Consumer and Foodservice markets
described above, and include the marketing and sale of the Company's products
throughout the world.

Distribution.

The Company's Consumer and Foodservice sales and marketing functions are managed
from the executive offices in Oneida, New York. The Company utilizes an in-house
staff of Consumer and Foodservice marketing professionals, each focused by
product category. This staff plays a key role in the planning and development of
the Company's product offerings, pricing and promotions. The Company's Consumer
and Foodservice sales functions are managed and directed by the Company's own
sales force. This sales force works closely with a sizeable network of
independent sales representatives in both the Consumer and Foodservice markets.

Most Consumer orders are filled directly by the Company from its primary
distribution center located in Sherrill, New York. For some accounts, however,
orders are filled by one of the Company's two other distribution centers which
are presently located in Ontario, California and Nashville, Tennessee or

by a third party warehouse located in Charlotte, North Carolina. In late spring
or early summer 2004, the Company plans to transition its west coast operations
from its leased Ontario, California warehouse to one or more third party
warehouses in the same general geographic area.

While most Foodservice orders are filled directly by the Company from its
primary distribution centers in Sherrill and Buffalo, New York, some orders are
filled by the Company's other distribution center located in Ontario,
California. The Company also utilizes third party warehouses located in Miami,
Florida, Hawthorne, California, Wood Dale, Illinois and Atlanta, Georgia to
service certain foodservice customers.

The Company's International sales and marketing functions are overseen by the
Company's various offshore offices. In the Americas, the Canadian market is
served by the Company's Oneida Canada, Limited subsidiary located in Niagara
Falls, Canada, while the Mexican, Central and South American and Caribbean
markets are served by the Company's Oneida, S.A. de C.V. subsidiary located in
Mexico City. The Company's Oneida U.K. Limited subsidiary located in London
serves the Company's European, African, Middle and Far Eastern and Asian and
Pacific markets, and the Australian and New Zealand markets are served by the
Company's Oneida Australia, Pty Ltd. subsidiary located in Melbourne, Australia.
In addition to these international Company operations, the Company also utilizes
a network of independent representatives and distributors to market and sell the
Company's products in countries and localities where the Company does not
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maintain its own offices or employees.

International orders for both Foodservice and Consumer products are filled by
the Company from a variety of locations, including the Company's United States
distribution centers in Sherrill, New York and Nashville, Tennessee, as well as
the Company's international facilities in Niagara Falls, Canada, Roermond,
Holland and Melbourne, Australia. In addition, many orders are shipped directly
from the suppliers to the Company's international customers.

Raw Materials.

The principal raw materials used by the Company in its manufacture of metalware
are stainless steel, brass, silver and gold. These materials are purchased in
the open market to meet current requirements and have historically been
available in adequate supply from multiple sources. The Company experienced no
significant or unusual problems in the purchase of raw materials during the
fiscal year ended January 2004. Although the Company has successfully met its
raw materials requirements in the past, there may in the future be temporary
shortages or sharp increases in the prices of raw materials due to a number of
factors such as transportation disruptions, or production or processing delays.
For example, the price of nickel, one of the components of stainless steel, a
principal ingredient of the Company's metalware products, has been volatile
since late 1999. In particular, nickel costs have increased sharply since late
2003. In addition, each of the past several years has seen a significant
increase in the cost of natural gas, a significant fuel used in the Company's
flatware manufacturing operation. While it is impossible to predict the timing
or impact of future shortages and price increases, such shortages and increases
have not in the past had any material adverse effects on the Company's
operations.

Intellectual Property.

The Company owns and maintains many design patents in the United States and
Canada. These patents, along with numerous copyrights, protect the Company's
product designs and decorations. In addition, the Company has registered its
most significant trademarks in the United States and many foreign countries. The
Consumer, Foodservice and International operations use a number of trademarks
and trade names which are extensively advertised and promoted, including ONEIDA,
ABCO, BUFFALO CHINA, COMMUNITY, DELCO, HEIRLOOM, LTD, REGO, ROGERS, SAKURA,
SANT'ANDREA and VINERS OF SHEFFIELD. Taken as a whole, the Company's
intellectual property, especially the market recognition associated with the
ONEIDA name, is a material, although intangible, corporate asset.

Licenses.

The Company continues to explore opportunities to capitalize on the ONEIDA name
in new product categories. One vehicle for this expansion has been licensing the
ONEIDA name for use by third parties on products complementary to the Company's
own core tableware lines. Such licenses include agreements with Bradshaw
International, Inc., Connoisseurs Products Corporation, Robinson Knife
Manufacturing Co., Inc. and Trendex Home Designs, Inc. for the manufacture and
marketing of ONEIDA cookware and bakeware, ONEIDA silver and metal polishes,
ONEIDA kitchen tools and accessories and ONEIDA kitchen and table linens,
respectively. In addition, the Company also maintains license agreements that
allow it to market lines of flatware under the WEDGWOOD name, and lines of
dinnerware, flatware, glassware and related accessories under the COCA-COLA
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names. Neither the terms nor the effects of any of the Company's license
agreements are material.

Seasonality of Business.

Although Consumer operations normally do a greater volume of business during
October, November and December primarily because of holiday-related orders for
metalware, dinnerware and glassware products, the Company's businesses are not
considered seasonal.

Working Capital.

The Company's working capital needs are primarily dictated by inventory levels,
trade payables, outstanding receivables and the levels of other current
liabilities. Other than income from sales, the Company's primary source of
working capital is its secured revolving credit facility. This facility provides
cash for general corporate purposes. The current status of the Company's working
capital is covered in more detail in Note 9 to the Company's Financial
Statements included in Item 8 of Part II of this Report.

The Company generally maintains sufficient inventories of metalware, dinnerware,
glassware and other products to respond promptly to orders. The levels of those
inventories are dictated by anticipated sales and order backlog.

The Company's standard payment terms are net 30 days from date of invoice. Such
terms are common in the tableware industry.

5

The Company's divisions and subsidiaries each have written return policies, most
of which require the Company's prior written authorization for all returns. The
exception is the Company's Encore Promotions, Inc. subsidiary which runs its
supermarket redemption programs on a guaranteed sale basis. Such return policies
are common in the tableware industry. The Company has established an allowance
for merchandise returns based on historical experience, product sell-through
performance by product and by customer, current and historical trends in the
tableware industry and changes in demand for its products. The accounting of
such returns is discussed in greater detail in the "Revenue Recognition" section
of Note 1 to the Company's Financial Statements included in Item 8 of Part II of
this Report.

Customer Dependence.

The Company's customers are numerous and varied. They include, but are not
limited to, domestic and international department stores, mass merchandise and
discount chains, specialty shops, premium, incentive, mail order and internet
customers, hotel and restaurant chains, airlines, cruise lines and foodservice
distributors. No material part of the Company's business is dependent upon a
single customer, the loss of which would have a materially adverse effect. In
particular, no single Company customer accounts for 10% or more of the Company's
sales. While the loss of any one of the Company's key customers could have a
negative effect on the Company, the simultaneous loss of several of the
Company's key customers would most certainly have a materially adverse effect on
the Company's business.

Backlog Orders.

The Company had outstanding orders of $33,426,203 as of March 29, 2004 and
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$32,674,127 as of March 16, 2003. This backlog is expected to be filled during
the current fiscal year. The Company does not believe that backlog is indicative
of its future results of operations or prospects. Although the Company seeks
commitments from customers well in advance of shipment dates, actual confirmed
orders are typically not received until close to the required shipment dates.

Market Conditions and Competition.

The Company is the only domestic manufacturer of a complete line of stainless
steel, silverplated and sterling flatware. The Company believes that it is one
of the largest producers of stainless steel and silverplated flatware in the
world. The Company's dinnerware, holloware and crystal and glass lines, along
with its flatware lines, make the Company a truly complete tableware supplier.
Notwithstanding the Company's prominence in the markets it serves, the tableware
business is highly competitive. The Company faces competition from a number of
domestic companies, such as Libbey, Anchor Hocking, Lenox and Pfaltzgraff, that
market both imported and domestically manufactured lines and from hundreds of
importers engaged exclusively in marketing foreign-made tableware products. In
recent years, there is also competition from department and specialty stores and
foodservice distributors and establishments that import foreign-made tableware
products under their own private labels for their sale or use. The Company
strives to maintain its market position through product diversity, design
innovation, and brand strength, the latter especially among consumers.

The principal factors affecting domestic Consumer competition are design, price,
quality and packaging. Other factors that have an effect on Consumer competition
are availability of replacement pieces and product warranties. In the opinion of
the Company, no one factor is dominant and the significance of the different
competitive factors varies from customer to customer.

The principal factors affecting domestic Foodservice competition are design,
service, price and quality. The Company is one of the largest sources of
commercial china dinnerware and stainless steel and silverplated tableware in
the United States.

The principal factors affecting International competition are brand recognition,
design and quality. Other factors affecting the Company's participation in the
International market include competition with local suppliers and high import
duties, both of which increase the Company's costs relative to local producers.

Research and Development.

The Company places a considerable emphasis on excellence in development and
design. To achieve this end, the Company maintains full time in-house design and
engineering departments that continuously develop, test and improve products and
manufacturing methods. Independent designers and collaborative efforts with
other companies contribute to the Company's emphasis on development and design.
The Company's actual expenditures on research and development activities during
the past three fiscal years, however, have not been material.

Environmental Matters.

The Company does not anticipate that compliance with federal, state and local
environmental laws and regulations will have any material effect upon the
capital expenditures, earnings or competitive position of the Company. The
Company does not anticipate any material capital expenditures for environmental
control facilities for the remainder of the current fiscal year ending January
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2005 or the succeeding fiscal year ending January 2006.
Employment.

The Company and its subsidiaries employed approximately 1,750 employees in
domestic operations and 285 employees in foreign operations as of April 1, 2004.
The Company maintains positive relations with its domestic and foreign
employees. With the exception of its Buffalo China, Inc. subsidiary, the
Company's facilities are not unionized. The employees of Buffalo China, Inc.'s
distribution facility in Buffalo, New York are represented by the Glass,
Molders, Pottery, Plastics & Allied Workers International Union AFL-CIO, CLC and
its local union No. 76A. The current collective bargaining agreement between
Buffalo China, Inc. and the Glass, Molders, Pottery, Plastics & Allied Workers
International Union AFL-CIO, CLC and its local union No. 76A expires on July 31,
2005. The Company has experienced no work stoppages or strikes in the past five
years.

Risk Factors Which May Affect Future Results

With the exception of historical data, the information contained in this Report,
as well as those other documents incorporated by reference herein, may
constitute forward-looking statements, within the meaning of the Federal
securities laws, including but not limited to the Private Securities Litigation
Reform Act of 1995. When used, words such as "anticipate", "believe", "expect",
"intend", "may", "might", "plan", "estimate", "project", "should", "will be",
"will result" and similar words or phrases which do not relate solely to
historical matters or data are intended to identify forward-looking statements.
The Company cautions investors that forward-looking statements are based upon
management beliefs and assumptions and information currently available to
management. As such, forward-looking statements are subject to numerous
uncertainties and may be affected by known and unknown risks, trends and factors
that are beyond the Company's control. In the event that such risks materialize,
trends or factors change, or beliefs or assumptions prove incorrect, the
Company's actual results may differ materially from those expressed or implied
herein. The risk factors which may affect the Company's future results include,
but are not limited to, the following:

Production and Procurement Risks

With the exception of the flatware manufactured at its Sherrill, New York
facility, the Company sources substantially all of its products overseas,
primarily from third party manufacturers in the Far East. This overseas sourcing
subjects the Company to the numerous risks of doing business abroad, including
but not limited to, rapid changes in economic or political conditions, civil
unrest, political instability, war, terrorist attacks, international health
epidemics such as the SARS outbreak, strikes or labor disputes, currency
fluctuations, increasing export duties, trade sanctions and tariffs,
difficulties or delays in production or shipment of products, variations in
product quality and souring of supplier relationships.

A variety of risks are also associated with the Company's flatware facility in
Sherrill, New York, its sole remaining manufacturing operation, including but
not limited to, difficulties or delays in production of products; variations in
product quality, excess or shortage of manufacturing capacity, negative cost
variances, price fluctuations of raw materials, increased labor costs, decreased
productivity; adverse effects of government regulations, and failure to achieve
the savings and efficiency goals of planned restructuring programs.

10
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Marketing and Sales Risks

In each of the Company's three markets, Consumer, Foodservice and International,
risks impact the effectiveness of marketing plans and the level of sales. These
risks include, but are not limited to, general economic conditions in the
Company's own markets and related markets, industry production and sales
capacity, impact of competitive products and pricing, difficulties or delays in
the development of new products, difficulties or delays in the delivery of
products to customers, ability to forecast design trends, validity of
assumptions related to customer purchasing patterns, market acceptance of new
products, product quality and performance issues, ability to maintain high
customer service levels, and volume of inventory obsolescence.

In addition to the more general risks associated with all three of the Company's
markets, the Company's International Division is also subject to the numerous
risks of doing business abroad, including but not limited to, rapid changes in
economic or political conditions, civil unrest, political instability, war,
terrorist attacks, international health epidemics such as the SARS outbreak,
strikes or labor disputes, currency fluctuations, increasing export duties and
trade sanctions and tariffs.

Financial and Administrative Risks

The costs, both tangible and intangible, of the Company's day-to-day operations
are subject to numerous and varied risks, including but not limited to,
increases or fluctuations in interest rates, level of Company indebtedness,
ability of the Company to maintain sufficient levels of liquidity, failure of
the Company to obtain needed waivers and amendments to its financing agreements,
failure of the Company to obtain equity capital, deterioration of the
creditworthiness of significant customers; impact of changes in accounting
standards; increases in pension and medical benefit costs; decreases in the
Company's stock price, amount and rate of growth of the Company's selling,
general and administrative expenses; potential legal proceedings; adverse
regulatory developments and the loss of one of more key employees.

Of the forgoing risk factors, the possible failure of the Company to obtain
needed waivers and amendments to its financing agreements is particularly
tangible. The Company's primary financing agreements contain various financial
covenants, including a restriction limiting the Company's total debt outstanding
to a pre-determined multiple of the prior rolling twelve months earnings before
interest, taxes, depreciation and amortization. During the past fiscal year and
the first portion of the current fiscal year, the Company experienced several
financial covenant violations, each of which was waived by the Company's
lenders. These waivers also postponed certain reductions in the Company's
revolving credit agreement and postponed payments due under the Company's note
agreements. As a result of the covenant violations the Company has classified
all of its long term obligations as current. The Company's waivers currently
extend through June 15, 2004. On or about the end of the second quarter of the
current fiscal year the Company plans to request amendments to the existing
revolving credit agreement and note agreements to incorporate a number of
changes. These changes will include the amendment of the financial covenants and
will permit certain transactions. In the event the Company's lenders are
unwilling to agree to such changes, the Company will continue to default in
compliance with various of the covenants and provisions of its revolving credit
agreement and note agreements. The defaults, if unremedied, could cause the
lenders to declare the principal outstanding to be payable immediately. Such an
event would create an immediate and material liquidity crisis for the Company.

Company Information.

The Company maintains a website at www.oneida.com. On the "Investor Information"

11
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section of this website the Company makes available without cost its Annual
Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form
8-K, proxy statements and other public filings with the Securities and Exchange
Commission, as soon as reasonably practicable after the Company has filed these
materials. The Company is not including the information contained on the
Company's website as a part of, or incorporating it by reference into, this
Annual Report on Form 10-K or any other report that the Company files with or
furnishes to the Securities and Exchange Commission. Copies of any of these
materials are also available in print. For print copies, stockholders should
submit written requests to Oneida Ltd., Investor Relations Department, 163-181
Kenwood Avenue, Oneida, New York 13421.

ITEM 2. PROPERTIES.

As of April 1, 2004, the principal properties of the Company and its
subsidiaries are situated at the following locations and have the following
characteristics:

Approximate Square Footage

Owned Leased
Ontario, California Warehouse 206,000
Buffalo, New York Offices and Warehouse 203,000 (1)
Buffalo, New York Warehouse 88,000
Buffalo, New York Warehouse 262,000
Oneida, New York Executive Administrative Offices 95,000
Sherrill, New York Manufacturing Flatware 1,082,000
Sherrill, New York Offices and Warehouse 206,000 (2)
Sherrill, New York Manufacturing Knives 135,000
Nashville, Tennessee Warehouse 123,000
Melbourne, Australia Offices and Warehouse 60,000
Niagara Falls, Canada, Offices and Warehouse 120,000
London, England Offices 30,000
Mexico City, Mexico Offices and Warehouse 32,000

(1) : Ownership of the 203,000 square foot Buffalo, New York office and
warehouse property was transferred to the Erie County Industrial Development
Agency on February 29, 2000 in exchange for various tax concessions from the
county. The property will remain in the ownership of the Erie County Industrial

12
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Development Agency for a term of fifteen years, upon the expiration of which the
property will be conveyed back to Buffalo China.

(2) : Ownership of the 206,000 square foot Sherrill, New York warehouse
and office property was transferred to the Oneida County Industrial Development
Agency on February 25, 2000 in exchange for various tax concessions from the
county. The property will remain in the ownership of the Oneida County
Industrial Development Agency for a term of fifteen years, upon the expiration
of which the property will be conveyed back to the Company.

In addition to the above properties owned by the Company, the Company also owns
approximately 400 additional acres in the cities of Sherrill and Oneida and the
town of Vernon, New York.

In addition to the leased properties described above, the Company also leases
offices and/or showrooms in New York City, Malta and Melville, New York,
Toronto, Canada and Gvanhzhou, China. The Company leases retail outlet space in
numerous locations throughout the United States through its subsidiary, Kenwood
Silver Company, Inc., in several locations in Europe through its subs