TEFRON LTD.

CONSOLIDATED BALANCE SHEETS
U.S. dollars in thousands 

	
	
	June 30,
	
	December 31,

	
	
	2002
	
	2001
	
	2001

	
	
	Unaudited
	
	Audited

	
	
	
	
	
	
	

	ASSETS
	
	
	
	
	
	

	CURRENT ASSETS:
	
	
	
	
	
	

	Cash and cash equivalents
	
	$
3,068
	
	$
1,886
	
	$
5,078

	Trade receivables, net
	
	24,929
	
	24,849
	
	23,440

	Other receivables
	
	11,821
	
	17,058
	
	12,738

	Inventories
	
	24,885
	
	28,975
	
	25,122

	
	
	
	
	
	
	

	
	
	64,703
	
	72,768
	
	66,378

	
	
	
	
	
	
	

	SEVERANCE PAY FUNDS
	
	383
	
	743
	
	549

	
	
	
	
	
	
	

	FIXED ASSETS:
	
	
	
	
	
	

	Cost
	
	154,733
	
	(*  152,867
	
	(*  152,358

	Less - accumulated depreciation
	
	48,036
	
	38,920
	
	43,229

	
	
	
	
	
	
	

	
	
	106,697
	
	113,947
	
	109,129

	
	
	
	
	
	
	

	OTHER ASSETS:
	
	
	
	
	
	

	Goodwill
	
	30,743
	
	(*  50,159
	
	(*  49,517

	Deferred taxes
	
	-
	
	2,095
	
	-

	Investment in investee company
	
	468
	
	(*       436
	
	(*       517

	Advance to supplier of fixed assets
	
	1,297
	
	-
	
	1,329

	Other
	
	294
	
	(*      330
	
	(*      314

	
	
	
	
	
	
	

	
	
	32,802
	
	53,020
	
	51,677

	
	
	
	
	
	
	

	Total assets
	
	$
204,585
	
	$
240,478
	
	$
227,733


*)
Reclassified.

The accompanying notes are an integral part of the consolidated financial statements.
CONSOLIDATED BALANCE SHEETS
U.S. dollars in thousands (except share and per share data)

	
	
	June 30,
	
	December 31,

	
	
	2002
	
	2001
	
	2001

	
	
	Unaudited
	
	Audited

	
	
	
	
	
	
	

	LIABILITIES AND SHAREHOLDERS’ EQUITY
	
	
	
	
	
	

	
	
	
	
	
	
	

	CURRENT LIABILITIES:
	
	
	
	
	
	

	Short-term bank credit
	
	$     18,315
	
	$      22,191
	
	$
18,675

	Current maturities of long- term debt:
	
	
	
	
	
	

	Bank
	
	22,119
	
	16,844
	
	22,119

	Capital leases and note payable
	
	3,672
	
	2,593
	
	3,358

	Trade payables
	
	24,550
	
	22,497
	
	20,328

	Other payables and accrued expenses
	
	7,647
	
	10,963
	
	8,856

	
	
	
	
	
	
	

	
	
	76,303
	
	75,088
	
	73,336

	LONG-TERM LIABILITIES:
	
	
	
	
	
	

	Bank loans
	
	69,014
	
	93,512
	
	80,075

	Capital leases
	
	5,598
	
	6,651
	
	7,382

	Deferred taxes
	
	8,955
	
	3,191
	
	7,226

	Accrued severance pay
	
	2,146
	
	2,284
	
	2,126

	
	
	
	
	
	
	

	
	
	85,713
	
	105,638
	
	96,809

	
	
	
	
	
	
	

	Total liabilities
	
	162,016
	
	180,726
	
	170,145

	
	
	
	
	
	
	

	SHAREHOLDERS’ EQUITY:
	
	
	
	
	
	

	Share capital -
	
	
	
	
	
	

	Ordinary shares of NIS 1 par value: 

Authorized - 50,000,000 shares

Issued and outstanding - 13,409,566 shares
	
	5,575
	
	5,575
	
	5,575

	Deferred shares of NIS 1 par value:
	
	
	
	
	
	

	Authorized, issued and outstanding - 4,500 shares 
	
	1
	
	1
	
	1

	Additional paid-in capital
	
	62,810
	
	62,810
	
	62,810

	Accumulated deficit
	
	(18,409)
	
	(1,117)
	
	(3,372)

	Deferred compensation
	
	-
	
	(109)
	
	(68)

	Accumulated other comprehensive income
	
	-
	
	-
	
	50

	
	
	
	
	
	
	

	
	
	49,977
	
	67,160
	
	64,996

	Less - 997,400 Ordinary shares in treasury, at cost 
	
	(7,408)
	
	(7,408)
	
	(7,408)

	
	
	
	
	
	
	

	Total shareholders' equity
	
	42,569
	
	59,752
	
	57,588

	
	
	
	
	
	
	

	Total liabilities and shareholders' equity
	
	$
204,585
	
	$
240,478
	
	$
227,733


	August 13, 2002
	
	
	
	
	
	

	Date of approval of the
	
	
	
	
	
	

	financial statements
	
	
	
	
	
	


CONSOLIDATED STATEMENTS OF OPERATIONS
U.S. dollars in thousands (except share and per share data)

	
	
	Six months ended

June 30
	
	Three months ended

June 30
	
	Year ended 
December 31

	
	
	2002
	
	2001
	
	2002
	
	2001
	
	2001

	
	
	Unaudited
	
	Audited

	
	
	
	
	
	
	
	
	
	
	

	Sales
	
	$
89,852
	
	$
91,387
	
	$
49,658
	
	$
48,135
	
	$
188,949

	Cost of sales
	
	72,034
	
	86,016
	
	38,970
	
	43,793
	
	169,173

	
	
	
	
	
	
	
	
	
	
	

	Gross profit
	
	17,818
	
	5,371
	
	10,688
	
	4,342
	
	19,776

	
	
	
	
	
	
	
	
	
	
	

	Sales, general and administrative expenses
	
	9,149
	
	10,654
	
	4,760
	
	5,354
	
	20,140

	
	
	
	
	
	
	
	
	
	
	

	Operating income (loss)
	
	8,669
	
	(5,283)
	
	5,928
	
	(1,012)
	
	(364)

	Financing expenses, net
	
	2,977
	
	5,449
	
	1,284
	
	2,643
	
	9,396

	Other expenses, net
	
	5
	
	-
	
	1
	
	-
	
	843

	
	
	
	
	
	
	
	
	
	
	

	Income (loss) before income taxes
	
	5,687
	
	(10,732)
	
	4,643
	
	(3,655)
	
	(10,603)

	
	
	
	
	
	
	
	
	
	
	

	Income taxes (tax benefit)
	
	1,717
	
	(2,981)
	
	1,417
	
	(1,010)
	
	(837)

	
	
	
	
	
	
	
	
	
	
	

	Income (loss) after income taxes
	
	3,970
	
	(7,751)
	
	3,226
	
	(2,645)
	
	(9,766)

	Equity in losses of an affiliate 


company
	
	233
	
	-
	
	95
	
	-
	
	240

	
	
	
	
	
	
	
	
	
	
	

	Net income (loss) from ordinary activities
	
	3,737
	
	(7,751)
	
	3,131
	
	(2,645)
	
	(10,006)

	
	
	
	
	
	
	
	
	
	
	

	Cumulative effect of change in accounting principle (Note 2)
	
	18,774
	
	-
	
	-
	
	-
	
	-

	
	
	
	
	
	
	
	
	
	
	

	Net income (loss) for the period
	
	$
(15,037)
	
	$
(7,751)
	
	$
3,131
	
	$
(2,645)
	
	$
(10,006)

	
	
	
	
	
	
	
	
	
	
	

	Earnings (loss) per share from ordinary activities
	
	$
0.30
	
	$
(0.62)
	
	$
0.25
	
	$
(0.21)
	
	$
(0.81)

	
	
	
	
	
	
	
	
	
	
	

	Loss per share from cumulative effect of change in accounting principle
	
	$
(1.51)
	
	$
-
	
	$
-
	
	$
-
	
	$
-

	
	
	
	
	
	
	
	
	
	
	

	Earnings (loss) per share (Note 2)
	
	$
(1.21)
	
	$
(0.62)
	
	$
0.25
	
	$
(0.21)
	
	$
(0.81)


STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 

U.S. dollars in thousands (except share data)

	
	
	Number of ordinary shares
	
	Share

 capital
	
	Additional paid-in capital
	
	Retained earnings (accumulated deficit)
	
	Accumulated other comprehensive income
	
	Deferred compensation
	
	Treasury shares
	
	Total

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of January 1, 2002 (audited)
	
	12,412,166
	
	$
5,576
	
	$
62,810
	
	$
(3,372)
	
	$
50
	
	$
(68)
	
	$
(7,408)
	
	$
57,588

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Amortization of deferred compensation
	
	-
	
	-
	
	-
	
	
	
	(50)
	
	68
	
	-
	
	18

	Net loss
	
	-
	
	-
	
	-
	
	(15,037)
	
	-
	
	-
	
	-
	
	(15,037)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of June 30, 2002 (unaudited)
	
	12,412,166
	
	$
5,576
	
	$
62,810
	
	$
(18,409)
	
	$
-
	
	$
-
	
	$
(7,408)
	
	$
42,569

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of January 1, 2001 (audited)
	
	12,412,166
	
	$
5,576
	
	$
62,810
	
	$
6,634
	
	$
-
	
	$
 (137)
	
	$
(7,408)
	
	$
67,475

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Amortization of deferred compensation
	
	-
	
	-
	
	-
	
	-
	
	-
	
	28
	
	-
	
	28

	Net loss
	
	-
	
	-
	
	-
	
	(7,751)
	
	-
	
	-
	
	-
	
	(7,751)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of June 30, 2001 (unaudited)
	
	12,412,166
	
	$
5,576
	
	$
62,810
	
	$
(1,117)
	
	$
-
	
	$
(109)
	
	$
(7,408)
	
	$
59,752

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of January 1, 2001 (audited)
	
	12,412,166
	
	$
5,576
	
	$
62,810
	
	$
   6,634
	
	$
-
	
	$
 (137)
	
	$
(7,408)
	
	$
67,475

	Foreign currency translation adjustments 
	
	-
	
	-
	
	-
	
	-
	
	50
	
	-
	
	-
	
	50

	Amortization of deferred compensation 
	
	-
	
	-
	
	-
	
	-
	
	-
	
	69
	
	-
	
	69

	Net loss
	
	-
	
	-
	
	-
	
	(10,006)
	
	-
	
	-
	
	-
	
	(10,006)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as of December 31, 2001 (audited)
	
	12,412,166
	
	$
5,576
	
	$
62,810
	
	$
(3,372)
	
	$
50
	
	$
 (68)
	
	$
(7,408)
	
	$
57,588


CONSOLIDATED STATEMENTS OF CASH FLOWS 

U.S. dollars in thousands

	
	
	Six months ended

June 30
	
	Three months ended

June 30
	
	Year ended

December 31,

	
	
	2002
	
	2001
	
	2002
	
	2001
	
	2001

	
	
	Unaudited
	
	Audited

	
	
	
	
	
	
	
	
	
	
	

	Cash flows from operating activities:
	
	
	
	
	
	
	
	
	
	

	Net income (loss)
	
	$
(15,037)
	
	$
(7,751)
	
	$
3,131
	
	$
(2,645)
	
	$
(10,006)

	Adjustments to reconcile net income (loss) 


to net cash provided by operating 


activities (a)
	
	25,808
	
	12,082
	
	3,031
	
	11,865
	
	25,203

	
	
	
	
	
	
	
	
	
	
	

	Net cash provided by operating activities
	
	10,771
	
	4,331
	
	6,162
	
	9,220
	
	15,197

	
	
	
	
	
	
	
	
	
	
	

	Cash flows from investing activities:
	
	
	
	
	
	
	
	
	
	

	Investment in fixed assets
	
	(1,355)
	
	(3,889)
	
	(587)
	
	(2,064)
	
	(6,475)

	Investment grants received
	
	1,627
	
	235
	
	522
	
	-
	
	5,732

	Proceeds from sale of fixed assets
	
	72
	
	133
	
	72
	
	133
	
	-

	Investment in investee company
	
	(234)
	
	(1,216)
	
	(234)
	
	(1,216)
	
	(1,487)

	
	
	
	
	
	
	
	
	
	
	

	Net cash provided by (used in) investing activities
	
	110
	
	(4,737)
	
	(227)
	
	(3,147)
	
	(2,230)

	
	
	
	
	
	
	
	
	
	
	

	Cash flows from financing activities:
	
	
	
	
	
	
	
	
	
	

	Repayment of long-term bank loans
	
	(11,060)
	
	(3,346)
	
	(3,002)
	
	(2,172)
	
	(8,110)

	Payment under capital lease
	
	(1,800)
	
	(1,244)
	
	(977)
	
	(615)
	
	(3,146)

	Receipt under capital lease 
	
	330
	
	-
	
	-
	
	-
	
	-

	Increase (decrease) short-term bank credit
	
	(361)
	
	2,463
	
	(2,405)
	
	(2,920)
	
	(1,052)

	
	
	
	
	
	
	
	
	
	
	

	Net cash used in financing activities
	
	(12,891)
	
	(2,127)
	
	(6,384)
	
	(5,707)
	
	(12,308)

	
	
	
	
	
	
	
	
	
	
	

	Increase (decrease) in cash and cash equivalents
	
	(2,010)
	
	(2,533)
	
	(449)
	
	366
	
	659

	Cash and cash equivalents at beginning of period
	
	5,078
	
	4,419
	
	3,517
	
	1,520
	
	4,419

	
	
	
	
	
	
	
	
	
	
	

	Cash and cash equivalents at end of period
	
	$
3,068
	
	$
1,886
	
	$
3,068
	
	$
1,886
	
	$
5,078


CONSOLIDATED STATEMENTS OF CASH FLOWS 

U.S. dollars in thousands

	
	
	
	Six months ended

June 30
	
	Three months ended

June 30
	
	Year ended

December 31,

	
	
	
	2002
	
	2001
	
	2002
	
	2001
	
	2001

	
	
	
	Unaudited
	
	Audited

	
	
	
	
	
	
	
	
	
	
	
	

	(a)
	Adjustments to reconcile net income (loss) to net cash provided by operating activities:
	
	
	
	
	
	
	
	
	
	

	
	Income and expenses not involving cash flows:
	
	
	
	
	
	
	
	
	
	

	
	  Goodwill write-off
	
	$
18,774
	
	$
-
	
	$
-
	
	$
-
	
	$
-

	
	Depreciation and amortization
	
	4,817
	
	5,585
	
	2,239
	
	2,704
	
	10,944

	
	Severance pay, net
	
	186
	
	422
	
	89
	
	200
	
	458

	
	Deferred taxes, net
	
	1,717
	
	(2,966)
	
	1,417
	
	(995)
	
	(837)

	
	Equity in losses of an affiliate
	
	233
	
	-
	
	95
	
	-
	
	240

	
	Loss (gain) on disposal of fixed assets
	
	(16)
	
	-
	
	(16)
	
	-
	
	915

	
	Other
	
	-
	
	28
	
	-
	
	14
	
	-

	
	
	
	
	
	
	
	
	
	
	
	

	
	Changes in operating assets and liabilities:
	
	
	
	
	
	
	
	
	
	

	
	Decrease (increase) in trade 


receivables
	
	(1,489)
	
	2,555
	
	(7,394)
	
	1,193
	
	3,964

	
	Decrease (increase) in other 


receivables
	
	(1,154)
	
	3,527
	
	179
	
	1,667
	
	5,655

	
	Decrease (increase) in inventories
	
	237
	
	4,022
	
	(43)
	
	2,183
	
	7,875

	
	Increase (decrease) in trade payables
	
	3,712
	
	(387)
	
	4,882
	
	2,158
	
	(1,200)

	
	Increase (decrease) in other payables 


and accrued expenses
	
	(1,209)
	
	(704)
	
	1,583
	
	2,741
	
	(2,811)

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	$
25,808
	
	$
12,082
	
	$
3,031
	
	$
11,865
	
	$
25,203

	
	CASH PAID IN (RESPECT) OF:
	
	
	
	
	
	
	
	
	
	

	
	Interest, net
	
	$
3,304
	
	$
6,312
	
	$
560
	
	$
1,614
	
	$
10,813

	
	
	
	
	
	
	
	
	
	
	
	

	
	Income taxes, net of refunds received
	
	$
32
	
	$
(2,664)
	
	$
32
	
	$
(2,004)
	
	$
-
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