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Melvin J. Gordon, Chairman and Chief Executive Officer and Ellen R. Gordon, President
and Chief Operating Officer.

Corporate Profile

Tootsie Roll Industries, Inc. has been engaged in the manufacture and sale of
candy for 105 years. Our products are primarily sold under the familiar brand
names, Tootsie Roll, Tootsie Roll Pops, Caramel Apple Pops, Child's Play,
Charms, Blow Pop, Blue Razz, Cella’s chocolate covered cherries, Mason Dots,
Mason Crows, Junior Mints, Charteston Chew, Sugar Daddy, Sugar Babies,
Andes and Fluffy Stuff cotton candy.

Corporate Principles

We believe that the differences among companies are attributable to the
caliber of their people, and therefore we strive to attract and retain superior
people for each job.

We believe that an open family atmosphere at work combined with
professional management fosters cooperation and enables each individual
to maximize his or her contribution to the company and realize the
corresponding rewards.

We do not jeopardize long-term growth for immediate, short-term results.

We maintain a conservative financial posture in the deployment and
management of our assets.

We run a trim operation and continually strive to eliminate waste, minimize
cost and implement performance improvements.

We invest in the latest and most productive equipment to deliver the best
quality product to our customers at the lowest cost.

We seek to outsource functions where appropriate and to vertically integrate
operations where it is financially advantageous to do so.

We view our well known brands as prized assets to be aggressively
advertised and promoted to each new generation of consumers.

TootsieRoll




‘yBnoayi-iies ybiy Ajeouoisiy

pue uoiuboosl pueiq BuolS "SPUBPIAID %003S o} palsnipe Buipuelsino saleys afbelaae uo pssegq,

J8JB| 10} BUIOS BAES [|IIS PUB MOU
1eal] e Aolud 0] SIBWNSUOD 3|geUD
1Y) $ax0q 9|geso|oal ‘oquin( u
SMBUD U0ISalBYD) LI pue saigeq
1eBbng ‘sjoq ‘sl ounp Buumes)
BUl| J81Eay] INO Sem Jedk oy 10)
ymmoif JO anusAe Jaylouy spouad
asoy) Buunp sajes pajsooq
SBWISUYD PUE SUNUSB[BA ‘19i1SBT]
10} sPulajjo [eUOSESS UO SNoo)
P3NUILOD Y "UBamo|[eH |0 8pIsINo
ymwolb spoob pabexoed 0] pappe
swiniay Awwinyy oy Jo ases|al
oapIa ayl pue sionpoud Jendod
1SOW 1IN0 JO 88y} Usemiaq ul-al)

e pue welboid Beg snuog INO

"BpEl} JO SasSe|0

Brup pue Jasipueydlow SSeul
‘A190016 ay] Ul 0s Algeiou Jsow
‘Bui| spoob pabiesord uoomo|eH
INO Ul S9jES 0] paINgUIUCD syoed
19||ed pue sAe(dsip Jjaddiys se
yons suonowo.id LQog U] ‘saniaoe
[euonowoid INo Jo snooj e

sny} pue spouad Bulas uew Jno
8Je |00YOS 0} 3oBq pUE Usomo|eH

118y} 01 anp apel) ay) ul reindod aq 9¢ 8¢ | o pfed spuspiag yse)
0] anuiuod s1onpold INo pue ‘LooZ 60'6 eooL | Auinb3 siapjoysieys
Buunp anJy piay siy| Aeme-oxe] 6v’ 1% oe'Lts | sBuiuiey 1N
Jawinsuoo Buons yim fays ¥SWI)| aIeyS 1ad
oyl Jo 1Jo wiayl anow Ausnbesans 868'0S LGY0G © o BupueisinQ saseys abeleny
5 anou 0 pocioy suaioon | 698 Iovg0s | b siopioupreug
paInoaxa pue pauued Ajnyeien 8LLLEL slGcel juswidinb3
pue jueld ‘Auadold 19N
'100¢ Buunp 592Gyl osz'e8lL | fende) Buniom
urebe souo 0$ psuewal Asy) pue
‘Auedwios oyl Jo ABajens Bunsyeu 1€2'G/ /89'¢9 | s sbuiuses jeN
pue sefes ay) Jo Jusuodwod ¥G0'L2r$ 96v'eeys | so[es 18N
A8y B udaq Buo| aney spueiq

Apue2 sjgelsuaa Jo oljojuod Ino
Ui aneA pue Alenb jo sainguie
auy1 WBHYBY 1ey; suonowoid
apeJl pue Jewnsuoo paebie]

Bunexlep pue sajes

‘osie Aew Aay se ‘suonisinboe
ssauIsng s|gelns Buipnioul
‘seiunuoddo Juswisaaul aining o}
puodsal 01 uoisod JabBuois usas
ve ul sn Buioeid ‘lesh oyl Buunp
yolw 1G$ Ag maifl sanunoss
a|gBISMEW Ul SIUBLI)SIALY

pue ysed ‘paapuj ‘suonelado
aining Burzipsedoal Jnoyim

LOOg Buunp paoe; sabus|eyd

ay) a1ebiABU 0} SN pajgeud

SIBOA 8] J18A0 paysIgeISe aaey
aMm 198UsS 9duUBjEq SAIIBAI9SUOD 8y |

‘ymolb
aininy yoddns 0] pue Ayjenb
aroidul ‘Aousiolye asealoul
0] opew alam uol|iu ¢ 1.$

10 sainypuadxa [eude)) .

(e1ep aseys Jad 1deoxe spuesnoy] ul)

000¢ 100¢
‘L& Jaquiada

S1ydIydI1E] v1oULUL]

‘SpuspInIp

¥001s pied aney am

JBaA aAINDaSU0D YIUDASS

-AUIyy eyl ‘judy ur penquisip
SEM PUBPIAID MI0IS VY

%8
AQ paseasourl pred SpuspIAp
YSED JO JUNOWE. IB||oP 8y

‘1eah
BAINNDBSUOD YIUIU-AYll 8y Joj
pred ajom SPUSPIAIPD YSBD

‘apnul oo Bulnp paunaoo
Jeys siybnybly [eroueuy Aey awog

"0002 MO|8q 9401 10 areys Jad
v€'1$ usaqg aney pjnom sbuluies
‘swiayl BuLuNosIuoU 9S8y JUSSqY

‘eld 1se|iews no Jo BuIsoD

ay] pue Juswisnipe AlojusAul UB 0]
pajejal aseys jad 0 0% 10 sebleyd
pey osje apn 's1s00 Bunelado
19yBiy Ajeiouab pue xiw pnpoid
ur sobueyo ‘sojes Jomo| Aq palosje
Rosianpe aiom sBuilies 1002
‘BF71$ J0 areys J1ad sBuiues 0002
MOeq %E|L 10 ‘aleys Jad 08 LS
alam Jeah ayl 10} sBules 18N

AWOU0DS

J11SBLUOP 8Yl Ul UMOPMO|S

ayl Ag paouan|jul Ajjesausab alem
s)Nsal s9[es INQO ‘0002 Ul paulele
uoljiw /ZF$ 10 Sojes piodal 8yl
WwioJ] % 10 auloep e Buljuessids.

'UoIIIW £2r$ 81em LOOZ Ul SBeS

s.1apjoyaioyg anQ Of



Sales of Andes Créme de Menthe
Thins and Fluffy Stuff cotton candy,
acquired during 2000, also
contributed to 2001 sales. Andes
had a particularly strong Christmas
due to successful promotional
efforts while Fluffy Stuff benefited
from increased distribution and two
seasonal line extensions: Cotton
Tails for Easter and Snow Balls for
Christmas.

New products also added o sales
during the year. Hot Chocolate
Pops, a delicious blend of rich
chocolate hard candy and luscious
marshmallow flavored caramel,
and Fruit Smoothie Pops, four
varieties of fruity yogurt hard candy
pops with a chewy fruit center,
have proven to be popular niche
items among consumers. Dead
Heads, a ghoulishly delicious,

skull-shaped flat pop that turns
your tongue red, was a
well-received addition to the
Charms Halloween line.

Notwithstanding the successes
and positive results outlined above,
sales declined by 1% during the
year as weak economic conditions
affected our sales. The catastrophic
events of September 11 further

dampened demand during the
critical Halloween period as
consumers were hesitant in
planning their parties and
trick-or-treat activities in the
aftermath of 9/11. As our country
banded together to recover from
this tragedy, Tootsie Roll
introduced a limited edition of our
popular Tootsie Roll Midgee in a
patriotic red, white and blue
wrapper, paying tribute to the

many brave men and women who
have heroically served in so many
ways during this challenging time.

Advertising and Public
Relations

As we have done for many years,
we continued to rely upon
television to convey our advertising

messages to consumers. The
emphasis in 2001 was our classic

How Many Licks?" Tootsie Pop
commercial, one of the longest
running consumer product
campaigns, which we targeted to
children on prominent cartoon
shows on cable television.

Our products received additional
cable television exposure on the
Food Network’s top rated program

Unwrapped, which featured Tootsie
Pops and Blow Pops on a lollipop
segment, Dots and Junior Mints in
a piece about "movie candy,” and
Charleston Chew and Sugar
Babies during a look at “'retro”
candy.

Our website, tootsie.com, was
enhanced with the addition of a
direct link for consumers to contact

the company. Thousands of
inquiries have been received,
ranging from compliments about
our products to requests for
financial information. We have also
received numerous e-mails seeking
an answer to the age-old question:
“How many licks does it take 1o
get to the Tootsie Roll center of a
Tootsie Pop?" But, of course, “The
world may never know!”
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Management’s Discussion and Analysis of Financial

Condition and Results of Operations

(in thousands except per share, percentage and ratio figures)

NET SALES 2 FINANCIAL REVIEW The company maintains a
e S B conservative financial posture and
This financial review discusses the continues to be financed
company’s financial condition, principally by funds generated
results of operations, liquidity and from operations rather than with
capital resources and critical borrowed funds. We have
accounting policies. It should be sufficient capital to respond to
read in conjunction with the future investment opportunities.
Consolidated Financial Statements Accordingly, we continue to seek
and related footnotes that follow appropriate acquisitions to
this discussion. complement our existing business.
FINANCIAL CONDITION RESULTS OF OPERATIONS
Our financial condition was further 2001 vs. 2000
strengthened by the operating
results achieved in 2001. Working Sales in 2001 were $423.496, a
capital, principally cash and cash decrease of 1% from the $427,054
A equivalents, grew by 29.1% to sales in 2000.
$188,250 in 2001 from $145,765
NET EARNINGS ~ st4 in 2000 primarily due to cash Halloween sales once again made
For Share oo generated by operating activities the third quarter our highest
oo B $130 exceeding cash used for investing selling period, although third
, and financing activities by quarter and nine month 2001
$1.15 $45,650. sales declined from the prior year
periods generally due to
Shareholders’ equity increased by unfavorable economic conditions
10.8% to $508,461 in 2001 from which were somewhat offset by
$458,696 in 2000, reflecting 2001 successful marketing and
earnings of $65,687, partially promotional programs in certain
offset by stock repurchases of trade classes, sales of new
$1,932 and cash dividends of products and by sales of brands
$14,168. The company has paid acquired during 2000.
cash dividends for fifty-nine
consecutive years. Shareholders Sales in our Canadian operation
also received a 3% stock dividend increased due to further gains in
in 2001, the thirty-seventh distribution and successful
consecutive year that one has promotions, while sales in Mexico
o w8 o o been distributed. declined mainly due to

the implementation of tighter
seasonal sales terms. Export sales
grew in 2001 due to the addition
of the brands acquired in 2000, as
well as due to distribution gains
for existing products in certain
foreign markets.

Cost of goods sold was $216,657
or 51.2% of sales in 2001 as
compared to $207,100 or 48.5%
of sales in 2000. The increase in
cost of goods sold is due to
product mix, lower profit margins
of the acquired brands, and
higher overhead costs from
muitiple plant locations, including
increased energy costs.

In addition, a nonrecurring finished
goods inventory writedown of
$1,100 and a plant closing charge
of $1,500, $1,275 of which related
to the writedown of plant
equipment, added to cost of
goods sold in the third and fourth
quarter, respectively. These
charges, coupled with the
seasonal nature of our business
and corresponding variations in
the product mix, caused gross
margins for the third and fourth
quarters to fall below the 48.8% of
sales averaged over the entire
year.

Operating expenses, comprised of
selling, marketing, advertising,
physical distribution, general and
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SHAREHOLDERS' $508
EQUITY

Millions of dollars
$459
$431
$396
$351 _
97 98 99 00 ot
CASH DIVIDENDS $0.28

Per Share
$0.26
$0.23
$0.18
$0.14 _
97 98 99 0o [

QUANTITATIVE AND
QUALITATIVE DISCLOSURE
OF MARKET RISK

The company is exposed to
various market risks, including
fluctuations in the prices of
ingredients and packaging
material. We also invest in
securities with maturities of
generally up to three years, the
majority of which are held to
maturity, which limits the
company’s exposure to interest
rate fluctuations. There was no
material change in the company’s
market risks during 2001.

CRITICAL ACCOUNTING
POLICIES AND OTHER
MATTERS

Financial Reporting Release
No. 60, recently issued by the
Securities and Exchange
Commission, requires all
registrants to discuss “critical”
accounting policies or methods

- eused in the preparation of

financial statements. In the opinion
of management, the company
does not have any individual
accounting policy that is “critical.”
However, following is a summary
of the more significant accounting
policies and methods used.

Revenue recognition

Revenue, net of applicable
provisions for discounts, returns
and allowances, is recognized

upon delivery of products to
customers. Provisions for bad
debts are recorded as selling,
marketing and administrative
expense. Such provisions have
not been significant to the
company’s financial position or
results of operations. Beginning
January 1, 2002, new accounting
standards that require certain
advertising and promotional costs
traditionally reported as selling,
marketing and administrative costs
to be reclassified as a reduction
of net sales will be adopted.

Customer incentive programs,
advertising and marketing

Advertising and marketing costs
are recorded in the period to
which such costs relate. The
company does not defer the
recognition of any amounts on its
consolidated balance sheet with
respect to such costs. Customer
incentives and other promotional
costs are recorded in the period
in which these programs are
offered, based on sales volumes,
incentive program terms and
estimates of utilization and
redemption rates.

Investments

The company invests in certain
high-quality debt securities
primarily Aa or better rated
municipal bonds. The accounting

for such investments is outlined in
Note 1 of the Notes to
Consolidated Financial
Statements. No credit losses have
been incurred on these
investments.

Financial Reporting Release

No. 61, also recently issued by
the Securities and Exchange
Commission, requires all
registrants to discuss liquidity and
capital resources, trading activities
involving non-exchange traded
contracts and relationships and
transactions with related parties
that derive benefit from their non-
independent relationships with the
registrant. Other than contracts for
raw materials and packaging,
including commodity hedges
entered into in the ordinary course
of business, the company does
nol have any significant
contractual obligations or future
commitments, and is not involved
in any other significant
transactions covered by this
release.

The results of our operations and
our financial condition are
expressed in the following
financial statements.




L/81S
VAN S

619'851%

(689°G9)
S9°LL)
0LE' 1L
259'v91$

£68cL $
£8G°1L
oLe'tL ¢

(] RO WA
LELOY
LorLLL
8¢6'9
61501
90/'z
9696
681 v0C

19G°¢61
0S/°96¢%

666

86809
6v’'L 3
£ci'081$

(egg'ov)
(ose'el)
/€167
619'851$

18Y'vL $

(0s2'1)
/€161 %

€261 $
L0'ey
808°L1LL
6.0/
62L0LL
02r'e
G08'SOL
¥S6'61¢

004°£0¢
¥S0'/2er$

000¢

ISP 0S
A
SPEIOLS
(bp¥'0L)
(L2o'v})

£89°G9
€z1'081$

¥96's9 $
L2
£89's9 $

/8969 §
001'SE
/82001
€v89

v96'€6

8LL°€
L1160}
6€8°902

159912
g6v'Eers

100¢

'LE Jaquiads( papus fesak ayi 104

(‘sjuswalels essy) Jo ued eibsiu ue ale sejou Bulkueduwosoe ay))

................. BuIPURISING S2IBYS UOWWOD g SSB|D PUB Uowwod abeleay
.............................................. @\_mcw L@Q wmc—cx_mm
.................................... L@@% %O UC@ Hm m@C_Cme Umc_mymm

............................................. SPUBPIAID 001G

...................... (d1eys 1ad £z'¢ pue 92'$ ‘82'$) SPUSPIAIP USED
............................................... w@_(__cx_mm ﬁ@Z
............................... 1eaA jo BuiuuiBeq 1B sbulures pauriay

.......................................... w@c?:&@ @ch@:m\_QEOO

................................. (ss0)) sBuiues saisusyaidwod Jsyl0
.................................................. wmc_.c.hmm H@Z

.................................................. sBuiuwes 19N

........................................ S6X) BWOOUI IO} UOISINOI
...................................... SOXE] saWwoduUl alojaq w@C_Ewm

.............................................. 18U ‘BWooUI JOUIO
......................................... suonelado wol sbuiuiel

.................................... mﬁmmmm Q_D_mcmwc_ hﬁv Co_MmN_H\_OEG\
.......................... sosuadxe aaleisiuLLpe pue Buneyiew ‘Buyes

.................................................. C_Q\_QE mmo\_o

............................................. U_Om WUOO@ %O Mwoo
..................................................... mm_mw MQZ

(e1ep 8Jeys Jod ideoxe spuesnoyl ul

SIAMVIAISENS ANV "ONI 'STIHLSNANI T70H AISL00L

sSuluang paumwiay puo sSuiuivg aarsuayasdwo)) ‘sbuiuionyg

40 IN3W3LVLS a31vanoSNOD




CONSOLIDATED STATEMENT OF

Financial Position

TOOTSIE ROLL INDUSTRIES, INC. AND SUBSIDIARIES

(tn thousands)

Assets

CURRENT ASSETS:
Cash and cash equivalents . . . . . . .

Investments

Accounts receivable trade, less allowances of $2,037 and $2,147 . .. . .. ... . .. ... ... ... ...
Other receivables . . . . .

Inventories:

Finished goods and work-in-process . . . . . . .. ...
Raw materials and supplies . . . . . .
Prepaid expenses . . . . .
Deferred inCOMe taxes . . . . . . .

Total current assets . . . . . ...
PROPERTY, PLANT AND EQUIPMENT, at cost:

Land ... ..
Buildings . .

Machinery and equUIPMENt . . . . . .

Less—Accumulated depreciation . . . . . . . ..

OTHER ASSETS:

Intangible assets, net of accumulated amortization of $30,695 and $26917 .. ... ... ... . ...

Investments

Cash surrender value of life insurance and other assets . . .. ... ... .. .. . . ... . ... . ...

(The accompanying notes are an integral part of these statements )

December 31,

246,096

189,528

108,920
132,575

240,005
$618,676

2001

$106,532
68,629
20,403
3,329

24,770
16,392
4,269
1,772

8,354
43,613

241,495

117,499
71,131
51,375

2000

$ 60,882
71,605
23,568

1,230

24,984
16,906
2,685
1,351

203,211

8,327
36,937

183,858

229122
98,004

131,118

121,263
62,548

44,302

228,113

$562,442
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CONSOLIDATED STATEMENT OF

Cash Flows

TOOTSIE ROLL INDUSTRIES, INC. AND SUBSIDIARIES

(in thousands)

For the year ended December 31,

2001 2000 1999
CASH FLOWS FROM OPERATING ACTIVITIES:

Net eamings . . ... ... $ 65,687 $ 75,737 $ 71,310
Adjustments to reconcile net earnings to net cash provided

by operating activities:

Depreciation and amortization ... ... ... . ... ... ... ... ... ... 16,700 13,314 9,979
Gain on retirement of fixed assets . . .. .. ... L. — (46) (43)
Changes in operating assets and liabilities, excluding acquisitions:
Accountsreceivable .. .. ... .. L L 3,096 (4,460) 400
Otherreceivables . .. ... ... . . .. . .. . . . (2,100) 4,486 (2,392)
Inventories . . ... ... 910 (768) 1,592
Prepaid expenses and other assets . .. . ... ... ... .. .. ..... (8,857) (7,903) (15,672)
Accounts payable and accrued liabilities . ... ... ... .. .. ... .| (224) (1,717 968
Income taxes payable and deferred . ... .. ... L. 4,402 5,691 2,232
Postretirement health care and life insurance benefits . . . . . . .. .. 494 399 412
Deferred compensation and other liabilities . . ... ... .. .. .. ... 1,206 337 4,162
Other. . 191 (189) (13)
Net cash provided by operating activities . . . . .. ... ... .. .. ... ... 81,505 84,881 72,935
CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisitions of businesses, net of cash acquired .. ... . ... .. ... .. . — (74,293) —
Capital expenditures . . . .. ... .. (14,148) (16,189) (20,283)
Purchase of held to maturity securities . . .. ... ... ... ... ... .. .. .. . (243,530) (156,322) (238,949)
Maturity of held to maturity securities . . ... ........ .. ... ... .. .. ... 228,397 176,576 235,973
Purchase of available for sale securities . . . . ........... ... .. ..... (64,640) (78,993) (117,694)
Sale and maturity of available for sale securities . . . ... ... ... ... ... 74,166 82,754 113,960
Net cash used in investing activities .. ... ......... .. ... ... ... .. . (19,755) (66,467) (26,993)
CASH FLOWS FROM FINANCING ACTIVITIES:
I[ssuance of notes payable . ... .. ... ... — 43,625 —
Repayments of notes payable . . .. ... ... .. ... ... .. .. ... . ... .. — (43,625) —
Treasury stock purchases . . ... ... ... .. ... — — (1,019)
Shares repurchased and retired .. ... ... ... ... ... ... ... ... ... .. (1,932) (32,945) (25,850)
Dividends paidincash. . ....... . ... .. .. .. . .. .. . .. ... . .. ... (14,168) (13,091) (11,313)
- Net cash used in financing activities . . ... .. ... ... ... ... . .. ... .. (16,100) 46,036) 38,182)
Increase (decrease) in cash and cash equivalents . . .. ... ...... ... ... .. 45,650 (27,622) 7,760
Cash and cash equivalents at beginning of year . . ... ... ... . ... ... ... .. 60,882 88,504 80,744
Cash and cash equivalents atend of year .. ........ ... ... .. ... ... .. $106,532 $ 60,882 $ 88,504
Supplemental cash flow information:
Income taxes paid . . . ... ... $ 30,490 $ 35,750 $ 38,827
Interest paid . . ... $ 356 $ 1,067 $ 453

(The accompanying notes are an integral part of these statements.)
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Comprehensive earnings:
Comprehensive earnings includes net earnings, foreign currency translation adjustments and unreal-
ized gains/losses on commodities and marketable securities.

Earnings per share:

A dual presentation of basic and diluted earnings per share is not required due to the lack of potentially
dilutive securities under the company's simple capital structure. Therefore, all earnings per share amounts
represent basic earnings per share.

NOTE 2—ACQUISITIONS:

During 2000, the company acquired the assets of two confectionery companies for $74,293 in cash,
which was funded through existing cash and $38,800 of short term borrowings. The acquisition cost has
been allocated to the assets acquired and liabilities assumed based on their respective appraised values
as follows:

Current assets . . . . . ... ... $6304
vqocm:v\c_mamzampc_caoa 29,400
Intangible assets, U:Bm:_v\:mamﬁ:m%m.f....,..f..‘.......l... 39,546
Liabilities . . . . . (957)
Total purchase price . $74,293

The acquisitions were accounted for by the purchase method. Accordingly, the operating results of the
acquired businesses have been included in the consolidated financial statements since the date of
acquisition. The operating results of the acquired businesses did not have a material effect on the
company’s financial statements.

NOTE 3—ACCRUED LIABILITIES:
Accrued liabilities are comprised of the following:
December 31,

2001 2000 1999
Deferred:
Federal . $ 4,011 $ 3,500 $ 1,039
Foreign . 52 346 (388)
State 220 278 119
4,283 4124 770
$35,100 $42,071 $40,137

Deferred income taxes are comprised of the following:

December 31,

2001 2000
Workers’ compensation $ 527 $ 405
Reserve for uncollectible mooo%a 432 455
Other accrued expenses 1,199 1,397
VEBA funding . (450) (370)
Other, net 64 (5306)
Net current deferred income tax asset $1,772 $ 1,351

December 31,

2001 2000
Depreciation . $15,309 $12,076
Postretirement cm:mzw . (2,570) (2,345)
Deductible goodwill . 9,036 7,855
Deferred ooBUmzmmzoz (6,595) 6,174)
Accrued commissions 2,377 2,232
Foreign mcUm_a_mJ\ tax loss om_io_éma (1,100) (521)
Other, net . 335 (701)
Net long-term Qma:ma income tax __mc y $16,792 $12,422

At December 31, 2001, gross deferred tax assets and gross deferred tax liabilities were $14,683 and
$29,703, respectively. The deferred tax assets are shown net of valuation allowances of $1,097 and $752
at December 31, 2001 and December 31, 2000, respectively, relating to prepaid taxes in a foreign

2001 2000
Compensation . . $10,516 $10,069
OﬁsmﬂmBU_oV\mmcm:m:a 4,375 4,107
Taxes, other thanincome . . .. .. ... ... ... .. ... ... . 2,549 2,174
Advertising and promotions . . . .. ... oL 9,777 9,038
Other 7,078 7,948
$34,295 $33,336
NOTE 4—INCOME TAXES:
The domestic and foreign components of pretax income are as follows:
2001 2000 1999
Domestic . I $ 98,827 $115,823 $110,052
Foreign . . ... .. .. . . ... 1,960 1,985 1,395
$100,787 $117,808 $111,447
The provision for income taxes is comprised of the following:
2001 2000 1999
Current:
Federal . . $27,588 $33,908 $34,290
Foreign. ... .. ... . 749 426 783
State . ... 2,480 3,613 4,294
$30,817 $37,947 $39,367

jurisdiction.

The effective income tax rate differs from the statutory rate as follows:

2001 2000 1999
US statutoryrate . . . ... ... .. 35.0% 35.0% 35.0%
State income taxes, net. . . . ... ... 1.8 22 26
Amortization of intangible assets . . ... ... ... ... . 04 0.4 04
Exempt 3c:_oﬁm_ bondinterest . . . ... ... ... ... . (2.0) (1.8) (1.9)
Other, net . (0.4) (©.) .1
Effective income taxrate . . ... .. .. ... .. ... 34.8% 35.7% 36.0%

|

The company has not provided for U.S. federal or foreign withholding taxes on $6,883 of foreign

subsidiaries’ undistributed earnings as of December 31, 2001 because such earnings are considered to
be permanently reinvested. It is not practicable to determine the amount of income taxes that would be
payable upon remittance of the undistributed earmnings.
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NOTE 10—COMPREHENSIVE INCOME:

Components of accumulated other comprehensive earnings (loss) are shown as follows:

Accumulated
Foreign Unrealized Unrealized Other
Currency  Gains (Losses)  Gains (Losses)  Comprehensive
ltems on Securities on Derivatives  Earnings/(Loss)
Balance at January 1, 1999 $(11,082) $ 559 $ — $(10,523)
Change during period . . . . . 653 930 0 1,583
Balance at December 31, 1999 (10,429) 1,489 0 (8,940)
Change during period . . . . . (394) (856) (1,250)
Balance at December 31, 2000 (10,823) 633 0 (10,190)
Change during period . . . . . . 846 (184) (385) 277
Balance at December 31, 2001 $ (9,977) $ 449 $ (385) $ (9,913)

The individual tax effects of each component of other comprehensive eamnings (loss) for the year ended

December 31, 2001 are shown as follows:

NOTE 11—DISCLOSURES ABOUT THE FAIR VALUE AND CARRYING AMOUNT OF FINANCIAL INSTRUMENTS:

The carrying amount approximates fair value of cash and cash equivalents because of the short maturity of those
instruments. The fair values of investments are estimated based on quoted market prices. The fair value of the
company’s industrial development bonds approximates their carrying value because they have a floating interest
rate. The carrying amount and estimated fair values of the company’s financial instruments are as follows:

A summary of the aggregate fair value, gross unrealized gains, gross unrealized losses and amortized cost basis of the company's investment portfolio by major security type is as follows:

Unit investment trusts of preferred stocks
Municipal bonds . . . .. ... ... ...
Unit investment trusts of municipal bonds .
Private export funding securities

Available for Sale:

Municipal bonds .
Mutual funds .

Before Tax
Tax  (Expense) Net-of-Tax
Amount  Benefit  Tax Amount
Foreign currency translation adjustment . . . . $ 846 $ — $ 846
Unrealized gains (losses) on securities:
Unrealized holding gains (losses) arising during 2001 e (316) 117 (199)
Less: reclassification adjustment for gains (losses) realized in eamings . (23) 8 (15)
Net unrealized gains . . .. ... .. (293) 109 (184)
Unrealized gains (losses) on derivatives:
Unrealized holding gains (losses) arising during 2001 .. . . .. .. .. (264) 98 (166)
Less: reclassification adjustment for gains (losses) realized in earnings . 346 (127) 219
Net unrealized gains (610) 225 (385)
Other comprehensive earnings $ (57) $334 $ 277
2001 2000
Carrying Fair Carrying Fair
Amount Value Amount Value
Cash and cash equivalents $106,532 $106,532 $ 60,882 $ 60,882
Investments held to maturity 102,585 103,543 98,164 100,127
Investments available for sal 22,253 22,253 22,565 22,565
Investments in trading securl 14,922 14,922 13,424 13,424
Industrial development bonds . 7,500 7,500 7,500 7,500
December 31, 2001 December 31, 2000
Amortized Fair Unrealized Amortized Unrealized
Cost Value Gains Losses Cost Fair Value Gains Losses
$ — 3 - $ — $ — ¢ 1462 $ 3381 $1919 $§ —
127,667 128,631 964 — 97,744 97,807 63 —
918 910 — (8) 941 932 — ©)
— — — — 4,115 4,104 — (11
$128,585  $129,541 $ 964 $ (8) $ 104,262 $ 106,224 $1982 $ (20
$ 23679 $ 23,665 — $ (14) $ 32487 § 32221 $ — $ (266)
2,454 3,179 725 — 2,454 3,724 1,270 —
$ 26,133 $ 26,844 $ 725 $ (14 $ 34941 § 35945 $1270 § (266)

Held to maturity securities of $26,000 and $6,097 and available for sale securities of $4,591 and $13,380 were included in cash and cash equivalents at December 31, 2001 and 2000, respectively. There were no securities with
maturities greater than four years and gross realized gains and losses on the sale of available for sale securities in 2001 and 2000 were not significant.

NOTE 12—SUMMARY OF SALES, NET EARNINGS AND ASSETS BY GEOGRAPHIC AREA:

Sales to unaffiliated customers
Sales between geographic areas

Net earnings
Total assets .
Net assets

2001 2000 1999
Mexico Mexico Mexico
United and Consoli- United and Consoli- United and Consoli-
States Canada dated States Canada dated States Canada dated
$392,024 $31,472 $423,496 $394,545 $32,509 $427,054 $365,975 $30,775 $396,750
3,649 2,731 3,626 3,343 3,787 1,794
$395,673 $34,203 $398,171 $35,852 $369,762 $32,569
$ 65,370 $ 317 $ 65,687 $ 73,929 $ 1,808 $ 75,737 $ 69,917 $ 1,393 $ 71,310
$596,303 $22,373 $618,676 $540,697 $21,745 $562,442 $505,152 $24 264 $529,416
$489,552 $18,909 $508,461 $439,685 $19,011 $458,696 $409,160 $21,486 $430,646

Total assets are those assets associated with or used directly in the respective geographic area, excluding intercompany advances and investments.
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Five Year Summary of Earnings and Financial Highlights

TOOTSIE ROLL INDUSTRIES, INC. AND SUBSIDIARIES

{Thousands of dollars except per share, percentage and ratio figures)

(See Management’s Comments starting on page 5) E E E’ Eﬂ E’
Sales and Earnings Data
Netsales .. ... ... ... ... . . ... .. .. .. $423,496 $ 427,054 $396,750 $ 388,659 $ 375,594
Gross margin ... ... 206,839 219,954 204,189 201,042 187,281
Interest expense ... ... .. ... L 356 866 453 756 483
Provision for income taxes . . ..... .. ... .. ... .. 35,100 42,071 40,137 38,537 34,679
Neteamings .. ........ ... ... ... ... .. .. 65,687 75,737 71,310 67,526 60,682
%ofsales ....... ... .. ... ... 15.5% 17.7% 18.0% 17.4% 16.2%
% of shareholders’ equity . . . ....... ... . ... 12.9% 16.5% 16.6% 17.0% 17.3%
Per Common Share Data (1)
Netsales .. ... . ... . ... . .. ... . ... .. $ 839 $ 839 $ 765 $ 742 $ 714
Neteamnings .. ...... .. ... .. ... . ... .. . ... .. 1.30 1.49 1.37 1.29 1.15
Shareholders’ equity . . .. ... ... ... ... ... .. 10.09 9.09 8.38 7.60 6.69
Cash dividends declared ... ......... . ........ .28 .26 .23 18 14
Stock dividends . ... ... ... 3% 3% 3% 3% 3%
Additional Financial Data
Working capital . ....... ... .. $188,250 $145,765 $168,423 $175,155 $ 153,355
Net cash provided by operating activities . . . . .. .. .. 81,505 84,881 72,935 77,735 68,176
Net cash used in investing activities. . . . ..... ... .. 19,755 66,467 26,993 34,829 31,698
Net cash used in financing activities .. ... .. ... ... 16,100 46,036 38,182 22,595 21,704
Property, plant & equipment additions . ... ... ... .. 14,148 16,189 20,283 14,878 8,611
Net property, plant & equipment .. . ...... .. ... .. 132,575 131,118 95,897 83,024 78,364
Totalassets . ... ... .. ... 618,676 562,442 529,416 487,423 436,742
Longtermdebt ... .. ... .. .. ... L 7,500 7,500 7,500 7,500 7,500
Shareholders’ equity . . .. ... ... ... .. L 508,461 458,696 430,646 396,457 351,163
Average shares outstanding (1) . ... ........... .. 50,451 50,898 51,877 52,384 52,627

(1) Adjusted for annual 3% stock dividends and the 2-for-1 stock split effective July 13, 1998.
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