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Desperate times cal for desperate
measurgs, which explains why Cavalier
Corporation is puiting its carpet bust-
ness through the cash wringer.

The company’s financlal positlon bas
weakened significantly over the past 24
months, lergely due to & combination
of tising Sbre Input costs, a strong New
Zealond dollar against the Australlan
dollar and low greasy wool prlces.

Bu it can also be argued that Cava.
liex was slow to react to these dynnmics,
Jeaving v with limle room to menoeuvre,
considering its concerning debt load,
which stood at 559 milllon at the end of
Decemberagainst assels of $195 mil-
fion.

In the past few weeks Cavalier has
refreshed its board via the departwre
offormer lang-serving chairman Alan
James and managing divector Colin
McKenzie.

With consultancy fimm Delalue works-
Engclose!ywigx Cavaliers bankers, the

On Monday Cnvalier announced It is
selllng assets, outsourcing operations
and reducing staff, while as Inventory
reduction programine has so far ylelded
about $6 milllon for the bank.

Of particular note is that Cavaller has
decided to offload the assets of its Aus-
tralian carpot tie manufacturer, Ontera
Maodular Carpets to US-baged Milliken
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No priee has been disclosed for these

assets, elthough one can assume that
Miltlken is paying a low price for the

business, which Cavalier bought back in

2002 for 52 mitllon.
Cavalier says further Informaton

will be provided once the transaction is

complete,
The loss-making Ontera has been
a dmg en Cavalier's earnings in recent

i,
pany holding an exclusive license for
Milliker's lending edge tHe printing
technology.
Shoeshine understands about 70%

of Onrora’s cutput ineorporates the Mil

liken printing technalogy.
Cavalier investars arc unlikely to be
100 concerned about this though,
What they will be concerned

10 It not altogether susprsbng it |

breaches of covenanis, they will only do
sofor a shorriime,

Bused on a 520 milllon writedown,
Cavaliers key financinl ratios will be
looking warryingly sick - even if bank
debt Is rimmed to $50 million,

This also ussumes Cavalierwill meet
its lnzest earnlngs gunld

about §s the extent of Covalier's asset
writedowns,

The compuny sald it expects tax-paid
writedowns of $20-23 million, the buik
of it from the lile manufactoring busi-

4 ness.

By ony meusure, this s a hefty blow
to the balance sheel, but one that 1s
necessary for Cavalier to return to lts
core business.

The issue Is what effect this will have
on the company’ key banking coy-
cnants, which os Shoeshine hes 1
out previously, are already
stretched.
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company's future.
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