TEFRON LTD.

CONSOLIDATED BALANCE SHEETS
In thousands of U.S. dollars


	
	March 31
	December 31

	
	2002
	2001
	2001

	
	(Unaudited)
	(Audited)

	



ASSETS
	
	
	

	CURRENT ASSETS
	
	
	

	
Cash and cash equivalents
	$
3,517
	$
1,520
	$
5,078

	
Trade receivables, net
	17,535
	26,042
	23,440

	
Other receivables
	12,582
	12,474
	12,738

	
Inventories
	24,842
	31,158
	25,122

	
	58,476
	71,194
	66,378

	
	
	
	

	SEVERANCE PAY DEPOSITS
	451
	805
	549

	
	
	
	

	FIXED ASSETS
	
	
	

	
Cost
	154,319
	159,704
	152,672

	
Less - accumulated depreciation
	45,921
	36,620
	43,229

	
	108,398
	123,084
	109,443

	OTHER ASSETS
	
	
	

	
Goodwill
	48,737
	49,699
	48,737

	
Investment in investee company
	1,159
	-
	1,297

	
Advance to supplier of fixed assets
	963
	1,291
	1,329

	
	50,859
	50,990
	51,363

	



Total assets
	$
218,184
	$
246,073
	$
227,733

	
	
	
	

	



LIABILITIES AND SHAREHOLDERS’ EQUITY
	
	
	

	CURRENT LIABILITIES
	
	
	

	
Short-term bank debt
	$
20,720
	$
25,111
	$
18,675

	
Current maturities of long- term debt:
	
	
	

	

Bank
	22,119
	16,844
	22,119

	

Capital leases and convertible note
	3,756
	2,542
	3,358

	
Trade payables
	19,158
	22,359
	20,328

	
Other payables and accrued expenses
	6,064
	8,223
	8,856

	
	71,817
	75,079
	73,336

	LONG-TERM LIABILITIES, NET
	
	
	

	
Bank loans
	72,016
	95,683
	80,075

	
Capital leases and convertible note
	6,491
	7,318
	7,382

	
Deferred taxes
	7,525
	3,464
	7,226

	
Accrued severance pay
	2,125
	2,146
	2,126

	
	88,157
	108,611
	96,809

	



Total liabilities
	159,974
	183,690
	170,145

	
	
	
	

	SHAREHOLDERS’ EQUITY
	
	
	

	
Share capital
	
	
	

	

Ordinary shares of NIS 1 par value: 




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

	

Deferred shares of NIS 1 par value:
	
	
	

	


Issued and outstanding - 4,500 shares 
	1
	1
	1

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

	
Retained earnings (accumulated deficit)
	(2,766)
	1,528
	(3,372)

	
Deferred compensation
	(52)
	(123)
	(68)

	
Accumulated other comprehensive income
	50
	-
	50

	
	65,618
	69,791
	64,996

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

	



Total shareholders’ equity
	58,210
	62,383
	57,588

	



Total liabilities and shareholders’ equity
	$
218,184
	$
246,073
	$
227,733


	. . . . . . . . . . . . . . . . . . .
	
	. . . . . . . . . . . . . . . . . . .

	
	
	

	
	
	


Date of approval of the financial statements:

May 9, 2002

	
	For the three

months ended

March 31
	For the

year ended

December 31

	
	2002
	2001
	2001

	
	(Unaudited)
	(Audited)

	
	
	
	

	SALES
	$
40,194
	$
43,252
	$
188,949

	
	
	
	

	COST OF SALES
	33,064
	42,223
	169,173

	
Gross profit
	7,130
	1,029
	19,776

	
	
	
	

	SELLING, GENERAL AND 

  ADMINISTRATIVE EXPENSES
	4,389
	5,300
	20,140

	
Operating income (loss)
	2,741
	(4,271)
	(364)

	
	
	
	

	FINANCING EXPENSES, NET
	1,693
	2,806
	9,396

	
	1,048
	(7,077)
	ׂ(9,760)

	
	
	
	

	OTHER EXPENSES, NET
	4
	-
	843

	
Income (loss) before income taxes
	1,044
	(7,077)
	(10,603)

	
	
	
	

	INCOME TAX BENEFIT (EXPENSE) 
	(300)
	1,971
	837

	
Income (loss) after income taxes
	744
	(5,106)
	(9,766)

	
	
	
	

	EQUITY IN LOSSES OF AFFILIATE 


COMPANY
	(138)
	-
	(240)

	
Net income (loss)
	$
606
	$
(5,106)
	$
(10,006)

	
	
	
	

	NET INCOME (LOSS) PER SHARE
	$
0.05
	$
(0.41)
	$
(0.81)


	
	Number of
	Share
	Additional
	Retained earnings
	Accumulated

other
	Deferred
	Treasury
	Total

	
	Ordinary
	capital
	paid-in
	(accumulated
	comprehensive
	compensation
	shares
	

	
	shares
	
	capital
	deficit)
	income
	
	
	

	Unaudited
	
	
	
	
	
	
	
	

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

	Amortization of deferred compensation
	-
	-
	-
	-
	-
	16
	-
	16

	Net income
	-
	-
	-
	606
	-
	-
	-
	606

	Balance as of March 31, 2002
	12,412,166
	5,576
	62,810
	(2,766)
	50
	(52)
	(7,408)
	58,210

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

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

	Amortization of deferred compensation
	-
	-
	-
	-
	
	14
	-
	14

	Net loss
	-
	-
	-
	(5,106)
	-
	-
	-
	(5,106)

	Balance as of March 31, 2001
	12,412,166
	$
5,576
	$
62,810
	$
1,528
	-
	$
(123)
	$
(7,408)
	$
62,383

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Audited
	
	
	
	
	
	
	
	

	Balance as of December 31, 2000
	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
	12,412,166
	$
5,576
	$
62,810
	$
(3,372)
	$
50
	$
(68)
	$
(7,408)
	$
57,588

	
	
	
	
	
	
	
	
	


	
	For the three 

months ended
	For the year ended

	
	March 31
	December 31

	
	2002
	2001
	2001

	
	(Unaudited)
	(Audited)

	CASH FLOWS FROM OPERATING ACTIVITIES 
	
	
	

	
Net income (loss)
	$
606
	$
(5,106)
	$
(10,006)

	
Adjustments to reconcile net income (loss) to net cash 



provided by (used in) operating activities (see below)
	4,003
	217
	25,203

	


Net cash provided by (used in) operating activities
	4,609
	(4,889)
	15,197

	
	
	
	

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	
	

	
Investment in fixed assets
	(768)
	(1,825)
	(6,475)

	
Investment grants received
	1,105
	235
	5,732

	
Investment in investee company
	-
	-
	(1,487)

	


Net cash provided by (used in) investing activities
	337
	(1,590)
	(2,230)

	
	
	
	

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	
	

	
Repayment of long-term bank loans
	(8,058)
	(1,174)
	(8,110)

	
Payment under capital lease
	(823)
	(629)
	(3,146)

	
Receipt under capital lease
	330
	-
	-

	
Short-term bank borrowings, net
	2,044
	5,383
	(1,052)

	


Net cash provided by (used in) financing activities
	(6,507)
	3,580
	(12,308)

	
	
	
	

	INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
	(1,561)
	(2,899)
	659

	CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD
	5,078
	4,419
	4,419

	CASH AND CASH EQUIVALENTS AT END OF PERIOD
	$
3,517
	$
1,520
	$
5,078

	
	
	
	

	ADJUSTMENTS TO RECONCILE NET INCOME (LOSS) TO NET


CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES
	
	
	

	

Income and expenses not affecting operating cash flows:
	
	
	

	


Depreciation and amortization
	$
2,578
	$
2,895
	$
10,944

	


Severance pay, net
	97
	222
	458

	


Deferred taxes, net
	300
	(1,971)
	(837)

	


Equity in losses of investee company
	138
	-
	240

	


Loss on disposal of fixed assets
	-
	-
	915

	

Changes in operating assets and liabilities:
	
	
	

	


Decrease in trade receivables
	5,905
	1,362
	3,964

	


Decrease (increase) in other receivables
	(1,333)
	1,860
	5,655

	


Decrease in inventories
	280
	1,839
	7,875

	


Decrease in trade payables
	(1,170)
	(2,546)
	(1,200)

	


Decrease in other payables
	(2,792)
	(3,444)
	(2,811)

	
	$
4,003
	$
217
	$
25,203

	CASH PAID IN RESPECT OF:
	
	
	

	
Interest
	$
2,744
	$
4,698
	10,813

	
	
	


The accompanying notes form an integral part of the financial statements.
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