TEFRON LTD.

CONSOLIDATED BALANCE SHEETS
In thousands of U.S. dollars


	
	September 30
	December 31

	
	2001
	2000

	
	(Unaudited)
	(Audited)

	



ASSETS
	
	

	CURRENT ASSETS
	
	

	
Cash and cash equivalents
	$
1,917
	$
4,419

	
Trade receivables, net
	23,336
	27,404

	
Other receivables
	13,150
	17,603

	
Inventories
	26,765
	32,997

	
	65,168
	82,423

	SEVERANCE PAY DEPOSITS
	671
	1,000

	FIXED ASSETS
	
	

	
Cost
	153,310
	158,892

	
Less - accumulated depreciation
	40,659
	34,060

	
	112,651
	124,832

	OTHER ASSETS
	
	

	
Goodwill
	49,058
	50,020

	
Investment in investee company
	1,231
	-

	
	50,289
	50,020

	



Total assets
	$
228,779
	$
258,275

	



LIABILITIES AND SHAREHOLDERS’ EQUITY
	
	

	CURRENT LIABILITIES
	
	

	
Short-term bank debts
	$
17,889
	$
19,728

	
Current maturities of long- term debt:
	
	

	

Bank



	22,120
	8,110

	

Capital leases and note payable

	2,998
	3,117

	
Trade payables
	22,645
	25,397

	
Other payables and accrued expenses
	8,143
	11,667

	
	73,795
	68,019

	LONG-TERM LIABILITIES
	
	

	
Bank loans
	82,076
	102,194

	
Capital leases and note payable
	8,505
	10,769

	
Deferred taxes
	3,191
	7,699

	
Accrued severance pay
	2,260
	2,119

	
	96,032
	122,781

	



Total liabilities
	169,827
	190,800

	SHAREHOLDERS’ EQUITY
	
	

	
Share capital
	
	

	

Ordinary shares of NIS 1 par value: 



   Authorized - 50,000,000 shares




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

	

Deferred shares of NIS 1 par value:
	
	

	


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

	
Additional paid-in capital
	62,810
	62,810

	
Retained earnings
	(2,011)
	6,634

	
Deferred compensation
	(95)
	(137)

	
Accumulated other comprehensive income
	80
	-

	
	66,360
	74,883

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

	



Total shareholders' equity
	58,952
	67,475

	



Total liabilities and shareholders' equity
	$
228,779
	$
258,275


	
	
	

	
	
	

	
	
	


Date of approval of the financial statements:

November 15, 2001

	
	For the nine

months ended

September 30
	For the three

months ended

September 30
	For the

year ended

December 31

	
	2001
	2000
	2001
	2000
	2000

	
	(Unaudited)
	(Audited)

	
	
	
	
	
	

	SALES
	$

139,708
	$

174,365
	$

48,321
	$

50,127
	$
223,602

	
	
	
	
	
	

	COST OF SALES
	128,748
	145,553
	42,732
	44,703
	199,482

	
	
	
	
	
	

	


Gross profit
	10,960
	28,812
	5,589
	5,424
	24,120

	
	
	
	
	
	

	SELLING, GENERAL AND
	
	
	
	
	

	
ADMINISTRATIVE EXPENSES
	15,443
	14,826
	4,789
	5,092
	20,574

	
	
	
	
	
	

	


Operating income (loss)
	(4,483)
	13,986
	800
	332
	3,546

	
	
	
	
	
	

	FINANCING EXPENSES, NET
	7,420
	7,277
	1,971
	2,287
	10,292

	
	
	
	
	
	

	


Income (loss) before income taxes
	(11,903)
	6,709
	(1,171)
	(1,955)
	(6,746)

	
	
	
	
	
	

	INCOME TAX EXPENSE (BENEFIT)
	(3,358)
	1,750
	(377)
	(1,044)
	(2,216)

	
	
	
	
	
	

	


Income (loss) after income taxes
	(8,545)
	4,959
	(794)
	(911)
	(4,530)

	
	
	
	
	
	

	EQUITY IN LOSSES OF AFFILIATE
	
	
	
	
	

	
COMPANY
	(100)
	-
	(100)
	-
	-

	
	
	
	
	
	

	


Net income (loss)
	$

(8,645)
	$

4,959
	$

(894)
	$

(911)
	$
(4,530)

	
	
	
	
	
	

	EARNINGS (LOSS) PER SHARE
	
	
	
	
	

	
	
	
	
	
	

	
Basic 
	$
(0.70)
	$
0.40
	$
(0.07)
	$
(0.07)
	$
(0.36)

	
	
	
	
	
	

	
Diluted
	$
(0.70)
	$
0.39
	$
(0.07)
	$
(0.07)
	$
(0.36)


	
	Number
	Share
	Additional
	Other
	Deferred
	Retained
	Treasury
	Total

	
	of
	capital
	paid-in
	comprehensive
	compensation
	earnings
	shares
	

	
	ordinary
	
	capital
	income
	
	
	
	

	
	shares
	
	
	
	
	
	
	

	
	outstanding
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Audited
	
	
	
	
	
	
	
	

	Balance as of 


December 31, 
1999
	12,412,166
	$

5,576
	$
62,643
	$
-
	$

-
	$
11,164
	$
(7,408)
	$    71,975

	
	
	
	
	
	
	
	
	

	Deferred  

  compensation
	-
	-
	167
	-
	(167)
	-
	-
	-

	
	
	
	
	
	
	
	
	

	Amortization of   

  deferred  

  compensation
	-
	-
	-
	-
	30
	-
	-
	30

	
	
	
	
	
	
	
	
	

	Net loss
	-
	-
	-
	-
	-
	(4,530)
	-
	(4,530)

	
	
	
	
	
	
	
	
	

	Balance as of
	
	
	
	
	
	
	
	

	  December 31,
	
	
	
	
	
	
	
	

	  2000
	12,412,166
	$

5,576
	$
62,810
	$
-
	$   (137)
	$
6,634
	$
(7,408)
	$    67,475

	
	
	
	
	
	
	
	
	

	Unaudited
	
	
	
	
	
	
	
	

	Balance as of 


January 1, 2001
	12,412,166
	$

5,576
	$
62,810
	$
-
	$    (137)
	$
6,634
	$
(7,408)
	$    67,475

	
	
	
	
	
	
	
	
	

	Deferred  

  compensation
	-
	-
	-
	-
	42
	-
	-
	42

	
	
	
	
	
	
	
	
	

	Foreign currency 

  translation 

  adjustments
	-
	-
	-
	80
	-
	-
	-
	80

	
	
	
	
	
	
	
	
	

	Net income
	-
	-
	-
	-
	-
	(8,645)
	-
	(8,645)

	
	
	
	
	
	
	
	
	

	Balance as of
	
	
	
	
	
	
	
	

	
September 30,
	
	
	
	
	
	
	
	

	   2001 
	12,412,166
	$

5,576
	$
62,810
	$
80
	$      (95)
	$
(2,011)
	$
(7,408)
	$    58,952

	
	
	
	
	
	
	
	
	

	Balance as of 


January 1, 2000
	12,412,166
	$

5,576
	$

62,643
	$

-

	$

-
	$

11,164
	$ 

(7,408)
	$    71,975

	
	
	
	
	
	
	
	
	

	Deferred

  compensation
	-
	-
	167
	-
	(151)
	-
	-
	16

	
	
	
	
	
	
	
	
	

	Net income
	-
	-
	-
	-
	-
	4,959
	-
	4,959

	
	
	
	
	
	
	
	
	

	Balance as of

  September 30,
	
	
	
	
	
	
	
	

	
2000
	12,412,166
	$

5,576
	$
62,810
	$
-
	$   (151)
	$
16,123
	$
(7,408)
	$    76,950


	
	For the nine

months ended

September 30
	For the three

months ended

September 30
	For the

year ended

December 31

	
	2001
	2000
	2001
	2000
	2000

	
	(Unaudited)
	(Unaudited)
	(Audited)

	CASH FLOWS FROM OPERATING ACTIVITIES 
	
	
	
	
	

	
Net income (loss)
	$
(8,645)
	$
4,959
	$
(894)
	$
(911)
	$
(4,530)

	
Adjustments to reconcile net income (loss) to net cash
	
	
	
	
	

	

provided by operating activities (see below)
	17,333
	(2,757)
	5,251
	5,785
	11,371

	


Net cash provided by operating activities
	8,688
	2,202
	4,357
	4,874
	6,841

	
	
	
	
	
	

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	
	
	
	

	
Payment of liabilities in connection with purchase of Alba
	-
	(4,880)
	-
	-
	(4,767)

	
Investment in fixed assets
	(5,346)
	(28,453)
	(1,457)
	(7,269)
	(38,550)

	
Investment grants received
	5,604
	420
	5,369
	209
	421

	
Proceeds from sale of fixed assets
	133
	83
	-
	32
	45

	
Investment in investee company
	(1,251)
	-
	(35)
	-
	-

	


Net cash provided by (used in) investing activities
	(860)
	(32,830)
	3,877
	(7,028)
	(42,851)

	
	
	
	
	
	

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	
	
	
	

	
Receipt of long-term bank loans
	-
	19,229
	-
	166
	22,628

	
Repayment of long-term bank loans
	(6,108)
	(4,893)
	(2,762)
	(1,357)
	(6,278)

	
Payment under capital leases and note payable
	(2,383)
	-
	(1,139)
	-
	(2,164)

	
Short-term bank borrowings, net
	(1,839)
	10,291
	(4,302)
	9,554
	10,484

	


Net cash provided by (used in) financing activities
	(10,330)
	24,627
	(8,202)
	8,363
	24,670

	
	
	
	
	
	

	INCREASE (DECREASE) IN CASH AND CASH


EQUIVALENTS
	(2,502)
	(6,001)
	31
	6,209
	(11,340)

	CASH AND CASH EQUIVALENTS AT BEGINNING
	
	
	
	
	

	
OF PERIOD
	4,419
	15,759
	1,886
	3,549
	15,759

	CASH AND CASH EQUIVALENTS AT END OF PERIOD
	$

1,917
	$   
 9,758
	$

1,917
	$  
  9,758
	$
4,419

	
	
	
	
	
	

	ADJUSTMENTS TO RECONCILE NET INCOME (LOSS)


TO NET CASH PROVIDED BY OPERATING


ACTIVITIES
	
	
	
	
	

	

Income and expenses not affecting operating cash flows:
	
	
	
	
	

	


Depreciation and amortization
	$
8,260
	$
10,034
	$
2,675
	$
3,464
	$
14,462

	


Severance pay, net
	470
	478
	48
	67
	274

	


Deferred taxes, net
	(3,358)
	2,068
	(392)
	1,168
	264

	


Equity in losses of investee company
	100
	-
	100
	-
	-

	


Other
	-
	(11)
	(28)
	17
	63

	

Changes in operating assets and liabilities:
	
	
	
	
	

	


Decrease (increase) in trade receivables
	4,068
	2,318
	1,513
	13,436
	(478)

	


Decrease (increase) in other receivables
	4,508
	2,092
	981
	(1,447)
	552

	


Decrease (increase) in inventories
	6,232
	(10,241)
	2,210
	(3,245)
	2,147

	


Increase (decrease) in trade payables
	577
	(9,740)
	964
	(3,180)
	(8,280)

	


Increase (decrease) in other payables
	(3,524)
	245
	(2,820)
	(4,495)
	2,367

	
	$
17,333
	$
(2,757)
	$
5,251
	$
5,785
	$
11,371

	CASH PAID IN RESPECT OF:
	
	
	
	
	

	
Interest paid
	$
10,109
	$
6,740
	$
3,797
	$

4,132
	$
7,170

	
Income taxes, net of refunds received
	$
(4,133)
	$
(591)
	$
(1,469)
	$

(400)
	$
(1,513)

	
	
	
	
	
	

	NON CASH TRANSACTION
	
	
	
	
	

	
Equipment acquired under capital leases
	$
-
	$
2,432
	$
-
	$
344
	$
2,945

	
	
	


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