CONSOLIDATED BALANCE SHEETS
U.S. dollars in thousands 

	
	
	March 31,
	
	December 31,

	
	
	2006
	
	2005
	
	2005

	
	
	Unaudited
	
	

	ASSETS
	
	
	
	
	
	

	
	
	
	
	
	
	

	CURRENT ASSETS:
	
	
	
	
	
	

	Cash and cash equivalents
	
	$
11,934
	
	$
4,937
	
	$
8,201

	Trade receivables 
	
	31,344
	
	25,130
	
	30,501

	Other accounts receivable and prepaid expenses
	
	4,532
	
	5,892
	
	4,981

	Inventories 
	
	32,837
	
	29,985
	
	29,919

	
	
	
	
	
	
	

	Total current assets
	
	80,647
	
	65,944
	
	73,602

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 DEFERRED INCOME TAXES
	 
	-
	
	2,427
	
	-

	
	
	
	
	
	
	

	PROPERTY, PLANT AND EQUIPMENT:
	
	85,235
	
	92,934
	
	86,928

	
	
	
	
	
	
	

	GOODWILL
	
	25,060
	
	30,743
	
	25,060

	
	
	
	
	
	
	

	OTHER
	
	228
	
	431
	
	290

	
	
	
	
	
	
	

	Total assets
	
	$
191,170
	
	$
192,479
	
	$
185,880


 CONSOLIDATED BALANCE SHEETS
U.S. dollars in thousands (except share and per share data)

	
	
	March 31,
	
	December 31,

	
	
	2006
	
	2005
	2006
	2005

	
	
	Unaudited
	
	

	LIABILITIES AND SHAREHOLDERS' EQUITY
	
	
	
	
	
	

	
	
	
	
	
	
	

	CURRENT LIABILITIES:
	
	
	
	
	
	

	Short-term bank credit
	
	$     3,008
	
	$
21,407
	
	$
17,713

	Current maturities of long-term debt:
	
	7,623
	
	9,130
	
	7,623

	Trade payables
	
	30,828
	
	30,236
	
	30,385

	Other accounts payable and accrued expenses
	
	8,264
	
	9,346
	
	9,104

	
	
	
	
	
	
	

	Total current liabilities
	
	49,723
	
	70,119
	
	64,825

	
	
	
	
	
	
	

	LONG-TERM LIABILITIES:
	
	
	
	
	
	

	Banks and other loans (net of current maturities)
	
	39,242
	
	45,679
	
	41,034

	Deferred taxes
	
	11,603
	
	5,828
	
	9,116

	Accrued severance pay, net
	
	2,060
	
	2,542
	
	2,061

	
	
	
	
	
	
	

	Total long-term liabilities 
	
	52,905
	
	54,049
	
	52,211

	
	
	
	
	
	
	

	MINORITY INTEREST
	
	14,183
	
	16,614
	
	14,159

	
	
	
	
	
	
	

	SHAREHOLDERS' EQUITY:
	
	
	
	
	
	

	Share capital 
	
	
	
	
	
	

	Ordinary shares of NIS 1 par value: Authorized: 50,000,000 shares; Issued: 20,949,420, 18,068,580 and 19,010,376 shares as of March 31, 2006 and 2005 and as of December 31, 2005 respectively;

 Outstanding: 19,952,020, 17,071,180 and 18,012,976  shares as of March 31, 2006 and 2005 and as of December 31, 2005 respectively;
	
	7,229
	
	6,595
	
	6,810

	Deferred shares of NIS 1 par value: Authorized: 4,500 shares; Issued and outstanding: 0, 4,500 and 0 shares as of March 31, 2006 and 2005 and as of December 31, 2005 respectively
	
	-
	
	1
	
	-

	Additional paid-in capital
	
	96,967
	
	82,875
	
	83,069

	Deferred stock-based compensation 
	
	-
	
	(388)
	
	(198)

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

	Cumulative other comprehensive loss
	
	83
	
	-
	
	307

	Accumulated deficit
	
	(22,512)
	
	(29,978)
	
	(27,895)

	
	
	
	
	
	
	

	Total shareholders' equity
	
	74,359
	
	51,697
	
	54,685

	
	
	
	
	
	
	

	Total liabilities and shareholders' equity
	
	$
191,170
	
	$
192,479
	
	$
185,880


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

	
	
	Three months ended

March 31,
	
	Year ended December 31,

	
	
	2006
	
	2005
	
	2005

	
	
	Unaudited
	
	


	
	
	
	
	
	
	

	Sales
	
	$
56,841
	
	$
52,619
	
	$
205,585

	Cost of sales
	
	42,897
	
	44,287
	
	166,217

	
	
	
	
	
	
	

	Gross profit
	
	13,944
	
	8,332
	
	39,368

	Selling, general and administrative expenses
	
	5,902
	
	5,119
	
	19,837

	Impairment and other expenses related to the put option exercise
	
	-
	
	-
	
	6,073

	
	
	
	
	
	
	

	Operating income
	
	8,042
	
	3,213
	
	13,458

	Financial expenses, net
	
	558
	
	840
	
	4,371

	Other income
	
	15
	
	-
	
	409

	
	
	
	
	
	
	

	Income before taxes on income 
	
	7,499
	
	2,373
	
	9,496

	Taxes on income 
	
	1,952
	
	709
	
	7,818

	Minority interest in losses (earnings) of a subsidiary
	
	(164)
	
	(454)
	
	1,615

	
	
	
	
	
	
	

	Net income 
	
	$
5,383
	
	$
1,210
	
	$
3,293

	
	
	
	
	
	
	

	Basic and diluted earnings  per share :
	
	
	
	
	
	

	
	
	
	
	
	
	

	Basic net earnings per share
	
	$
0.27
	
	$
0.07
	
	$
0.19

	Diluted net earnings per share
	
	$
0.26
	
	$
0.07
	
	$
0.18

	
	
	
	
	
	
	

	Weighted average number of shares used for computing basic earning per share
	
	19,703,654
	
	17,031,013
	
	17,719,275

	
	
	
	
	
	
	

	Weighted average number of shares used for computing diluted earning per share
	
	20,816,656
	
	17,396,179
	
	18,542,618


CONSOLIDATED STATEMENTS OF CASH FLOWS
U.S. dollars in thousands

	
	
	Three months ended

March 31,
	
	Year ended December 31,

	
	
	2006
	
	2005
	
	2005

	
	
	Unaudited
	
	


	Cash flows from operating activities 
	
	
	
	
	
	

	Net income 
	
	$
5,383
	
	$
1,210
	
	$
3,293

	Adjustments to reconcile net income to net cash provided by operating activities
	
	
	
	
	
	

	Depreciation, amortization and impairment of property, plant and equipment
	
	2,270
	
	2,305
	
	10,348

	Impairment of goodwill related to the put option exercise
	
	-
	
	-
	
	5,683

	Compensation related to options granted to employees
	
	195
	
	98
	
	431

	Decrease in accrued severance pay, net
	
	(1)
	
	(124)
	
	(588)

	Increase in deferred income taxes
	
	2,598
	
	283
	
	7,126

	Gain on sale of property and equipment, net
	
	(15)
	
	(18)
	
	(409)

	Minority interest in earnings (losses) of a subsidiary
	
	164
	
	454
	
	(1,615)

	Increase in trade receivables, net
	
	(843)
	
	(3,728)
	
	(9,099)

	Decrease (increase) in other accounts receivable and prepaid expenses
	
	(999)
	
	(504)
	
	682

	Decrease (increase) in inventories
	
	(2,918)
	
	3,152
	
	3,218

	Increase  in trade payables
	
	443
	
	1,245
	
	1,394

	Increase (decrease) in other accounts payable and accrued expenses
	
	(824)
	
	694
	
	347

	
	
	
	
	
	
	

	Net cash provided by operating activities
	
	5,453
	
	5,067
	
	20,811

	
	
	
	
	
	
	

	Cash flows from investing activities
	
	
	
	
	
	

	Purchase of property, plant and equipment
	
	(631)
	
	(1,748)
	
	(5,255)

	Investment grants received
	
	1,218
	
	337
	
	452

	Proceeds from sale of property, plant and equipment
	
	10
	
	37
	
	475

	Proceed from the Company's insurance policy for plant and machinery damage
	
	-
	
	-
	
	619

	Acquisition of Macro Clothing 
	
	-
	
	(83)
	
	(261)

	
	
	
	
	
	
	

	Net cash provided by (used in) investing activities
	
	597
	
	(1,457)
	
	(3,970)

	
	
	
	
	
	
	

	Cash flows from financing activities
	
	
	
	
	
	

	Repayment of long-term bank loans and other loans
	
	(1,792)
	
	(2,257)
	
	(8,289)

	Payment under capital lease 
	
	-
	
	(86)
	
	(206)

	Increase (decrease) in short-term bank credit, net
	
	(14,705)
	
	52
	
	(3,642)

	Dividend paid to minority interest in subsidiaries
	
	(140)
	
	(131)
	
	(517)

	Proceeds from exercise of stock options
	
	486
	
	191
	
	456

	Proceeds from issuance of shares and options, net
	
	13,834
	
	-
	
	-

	
	
	
	
	
	
	

	Net cash used in financing activities
	
	(2,317)
	
	(2,231)
	
	(12,198)

	
	
	
	
	
	
	

	Increase  in cash and cash equivalents
	
	3,733
	
	1,379
	
	4,643

	Cash and cash equivalents at the beginning of the period
	
	8,201
	
	3,558
	
	3,558

	
	
	
	
	
	
	

	Cash and cash equivalents at the end of the period
	
	$
11,934
	
	$
4,937
	
	$
8,201


