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Attached hereto and incorporated by reference herein is a press release dated September
9, 2002, announcing the establishment of a strategic partnership with respect to the Health
Products Division of Tefron Ltd.’s U.S. subsidiary.
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TEFRON LTD. ANNOUNCES STRATEGIC PARTNER JOINED THE HEALTH
PRODUCT DIVISION OF ITS U.S. SUBSIDIARY

¢ Health Product Division contributed to newly formed company named AlbaHealth,
LLC

¢ Encompass Group acquires approximately 48% of new company based on company
value of US § 40 million, and GE Capital Funding acquires approximately 3.4% of
new company

o Tefron Ltd.’s CEO Yos Shiran: “We view Encompass Group’s and GE Capital
Funding’s investment as a sign of confidence in the company’s business”

BNEI-BRAK, ISRAEL - September 9, 2002 — Tefron Ltd. (NYSE:TFR) announced today that its wholly owned
U.S. subsidiary, Alba-Waldensian, Inc., has entered into a transaction with Encompass Group, L.L.C. and GE
Capital Funding, a unit of GE, whereby Encompass Group and GE Capitai Funding will own a portion of Alba-
Waldensian’s Health Products Division which will be operated through AlbaHealth, LLC, a newly formed Delaware
limited liability company. Encompass Group contributed US $12.0 million in cash to the capital of AlbaHealth in
exchange for a 48.325% ownership interest. Accordingly, the value attributed to Alba-Waldensian’s Health Products
Division based on Encompass Group’s investment was about US $40 million. GE Capital Funding also contributed
US $1.0 million in cash in exchange for a 3.35% ownership interest in AlbaHealth. GE Capital Funding also has
provided AlbaHealth with a credit facility of US $18.0 million.

In connection with the transaction, Alba-Waldensian contributed to AlbaHealth substantially all of the assets of its
Health Products Division together with the associated liabilities, including existing bank debt of US $28 million
secured by such assets, in exchange for a 48.325% ownership interest in AlbaHealth.

The current annual sales of Alba-Waldensian’s Health Products Division is around US $ 38 million and it accounts
for approximately US $ 4 million of Tefron’s yearly net profit.




Encompass Group is an experienced manufacturer and marketer of numerous health products which also include
textile healthcare products. AlbaHealth will continue the manufacture and sale of certain healthcare products,
including slip resistant footwear, anti-embolism stockings and compression therapy systems, diabetic socks, and
sterile wound and other types of dressings, which compliment Encompass Group’s textile healthcare products.

Alba-Waldensian will maintain a majority position on the board of directors of AlbaHealth and, subject to certain
conditions, will have a put option beginning on September 2004 to sell to AlbaHealth its ownership interest in
AlbaHealth based on a value of AlbaHealth of 6 times the EBITDA for the 12 months prior to exercising the option.
The current annual EBITDA rate of the Health Products Division is approximately $9 million. Alba-Waldensian
will continue to provide certain management services to AlbaHealth in return for an annual fee of about $800,000
for the next two years.

Arie Wolfson, Tefron’s Chairman, said, "We are pleased to establish this new strategic partnership with Encompass
Group and are also excited about GE Capital Funding’s investment. The cooperation between the Tefron Group and
Encompass Group is expected to contribute to the income of the new company and to its profitability. During the
last few years, Encompass Group, a well established group in this field, has been a large client of our Health
Products Division, and it also has complimentary products to our product line.”

Yos Shiran, Tefron’s CEO added, *“ We are proud that a manufacturer which specializes in the textile healthcare
products field has chosen to invest in the company. We view this as a sign of confidence in the company’s products
and its ability to continue its growth and prosperity. We are also very pleased with GE Capital Funding’s
investment and extension of an $18.0 million credit line facility to AlbaHealth.”

“The formation of a new company concentrated on the manufacture of healthcare products continues the successful
turnaround made by Tefron during the last year and a half which brought our company back to profitability. This
additional step enables us to further focus on Tefron’s core business — the manufacture of intimate apparel and
active wear and to continue to improve our operational and financial results.”

“In addition, we see great importance in continuing the improvement of our financial structure. This transaction
enabled us to further reduce our bank debt by US 28 million dollars”

Ed Howard, an Encompass Group Director and its Techstyles Division President said, “Encompass Group and Alba-
Waldensian managers have enjoyed close business relationships for over 25 years, so we are very confident that our
combined selling resources and management team will enable us to better serve our common healthcare customers
and achieve our business goals.”

This release contains certain forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. These forward looking statements are necessarily based on various assumptions and estimates
and are inherently subject to various risk and uncertainties that could cause actual results or outcomes to differ
materially from those contemplated in such statements, including, but not limited to, fluctuations in product demand,
economic conditions as well as certain other risks detailed from time to time in Tefron’s filings with the Securities
and Exchange Commission. Any forward-looking statements contained in this release are made in reliance on the
“safe harbor” protections provided under the Private Securities Litigarion Reform Act of 1995. Tefron undertakes
no obligation to publicly release any revisions 1o these forward-looking statements to reflect events or
circumstances ufier the date hereof or to reflect the occurrence of unanticipated.




