CONSOLIDATED BALANCE SHEETS
U.S. dollars in thousands 

	
	
	June 30,
	
	December 31,

	
	
	2006
	
	2005
	
	2005

	
	
	Unaudited
	
	

	ASSETS
	
	
	
	
	
	

	
	
	
	
	
	
	

	CURRENT ASSETS:
	
	
	
	
	
	

	Cash and cash equivalents
	
	$    20,073
	
	$
5,472
	
	$
7,652

	Trade receivables, net 
	
	26,837
	
	19,578
	
	25,978

	Other accounts receivable and prepaid expenses
	
	4,398
	
	5,440
	
	4,956

	Inventories
	
	22,420
	
	24,995
	
	26,382

	
	
	
	
	
	
	

	Total current assets 
	
	73,728
	
	55,485
	
	64,968

	
	
	
	
	
	
	

	SUBORDINATED NOTE
	
	3,000
	
	-
	
	-

	
	
	
	
	
	
	

	PROPERTY, PLANT AND EQUIPMENT, NET
	
	78,363
	
	85,474
	
	80,859

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	ASSETS ATTRIBUTED TO DISCONTINUED OPERATIONS
	
	-
	
	48,987
	
	40,053

	
	
	
	
	
	
	

	Total assets
	
	$   155,091
	
	$
189,946
	
	$
185,880


CONSOLIDATED BALANCE SHEETS
U.S. dollars in thousands, except share data

	
	
	June 30,
	
	December 31,

	
	
	2006
	
	2005
	
	2005

	
	
	Unaudited
	
	

	LIABILITIES AND SHAREHOLDERS' EQUITY
	
	
	
	
	
	

	
	
	
	
	
	
	

	CURRENT LIABILITIES:
	
	
	
	
	
	

	Short-term bank credit
	
	$
-
	
	$
16,992
	
	$
14,713

	Current maturities of long-term banks, net 
	
	6,398
	
	5,989
	
	6,373

	Trade payables
	
	22,241
	
	28,548
	
	27,865

	Other accounts payable and accrued expenses
	
	8,145
	
	7,129
	
	8,721

	
	
	
	
	
	
	

	Total current liabilities
	
	36,784
	
	58,658
	
	57,672

	
	
	
	
	
	
	

	LONG-TERM LIABILITIES:
	
	
	
	
	
	

	Banks (net of current maturities)
	
	22,296
	
	38,948
	
	35,535

	Deferred taxes
	
	12,970
	
	6,254
	
	9,116

	Accrued severance pay, net
	
	2,265
	
	2,024
	
	2,061

	
	
	
	
	
	
	

	Total long-term liabilities 
	
	37,531
	
	47,226
	
	46,712

	
	
	
	
	
	
	

	MINORITY INTEREST
	
	-
	
	16,845
	
	14,159

	
	
	
	
	
	
	

	LIABILITIES ATTRIBUTED TO DISCONTINUED OPERATIONS
	
	-
	
	13,963
	
	12,652

	
	
	
	
	
	
	

	SHAREHOLDERS' EQUITY:
	
	
	
	
	
	

	Share capital -
	
	
	
	
	
	

	Ordinary shares of NIS 1 par value: Authorized: 50,000,000 shares; Issued: 21,232,054, 18,944,186 and 19,010,376 shares at June 30, 2006 and 2005 and December 31, 2005, respectively; Outstanding: 20,234,654, 17,946,786 and 18,012,976 shares at June 30, 2006 and 2005 and December 31, 2005, respectively;
	
	7,292
	
	6,797
	
	6,810

	Deferred shares of NIS 1 par value: Authorized, issued and outstanding: 4,500 shares
	
	-
	
	1
	
	-

	Additional paid-in capital
	
	98,181
	
	82,715
	
	83,069

	Deferred stock-based compensation
	
	-
	
	(308)
	
	(198)

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

	Cumulative other comprehensive gain (loss)
	
	615
	
	(70)
	
	307

	Accumulated deficit
	
	(18,054)
	
	(28,473)
	
	(27,895)

	
	
	
	
	
	
	

	Total shareholders' equity
	
	80,626
	
	53,254
	
	54,685

	
	
	
	
	
	
	

	Total liabilities and shareholders' equity
	
	$
155,091
	
	$
189,946
	
	$
185,880


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

	
	
	Six months ended

June 30,
	
	Three months ended

June 30,
	
	Year ended 
December 31,

	
	
	2006
	
	2005
	
	2006
	
	2005
	
	2005

	
	
	Unaudited
	
	

	
	
	
	
	
	
	
	
	
	
	

	Sales
	
	$      99,096  
	
	$
85,330
	
	$      49,729
	
	$
40,875
	
	$
171,336

	Cost of sales
	
	76,334
	
	73,875
	
	38,961
	
	35,115
	
	141,621

	
	
	
	
	
	
	
	
	
	
	

	Gross profit
	
	22,762
	
	11,455
	
	10,768
	
	5,760
	
	29,715

	Selling and marketing expenses
	
	5,784
	
	4,460
	
	2,858
	
	2,156
	
	8,984

	General and administrative expenses
	
	2,840
	
	2,692
	
	1,246
	
	1,302
	
	5,068

	
	
	
	
	
	
	
	
	
	
	

	Operating income 
	
	14,138
	
	4,303
	
	6,664
	
	2,302
	
	15,663

	Financial expenses, net
	
	1,016
	
	1,082
	
	701
	
	558
	
	3,189

	Other income (expenses)
	
	(8)
	
	-
	
	(23)
	
	-
	
	473

	
	
	
	
	
	
	
	
	
	
	

	Income before taxes on income
	
	13,114
	
	3,221
	
	5,940
	
	1,744
	
	12,947

	Taxes on income 
	
	3,335
	
	1,330
	
	1,392
	
	638
	
	4,297

	
	
	
	
	
	
	
	
	
	
	

	Income from continuing operations
	
	9,779
	
	1,891
	
	4,548
	
	1,106
	
	8,650

	Income (loss) from discontinued operations (including impairment and other costs related to the exercise of the put option)
	
	62
	
	824
	
	(90)
	
	399
	
	(5,357)

	
	
	
	
	
	
	
	
	
	
	

	Net income 
	
	$       9,841
	
	$
2,715
	
	$        4,458
	
	$
1,505
	
	$
3,293

	
	
	
	
	
	
	
	
	
	
	

	Basic and diluted earnings per share for continuing operations:
	
	
	
	
	
	
	
	
	
	

	Basic net earnings per share 
	
	$
0.49
	
	$
0.11
	
	$
0.22
	
	$
0.06
	
	$
0.49

	Diluted net earnings per share
	
	$
 0.47
	
	$
 0.11
	
	$
 0.21
	
	$
0.06
	
	$
0.47

	
	
	
	
	
	
	
	
	
	
	

	Basic and diluted earnings per share for discontinued operations:
	
	
	
	
	
	
	
	
	
	

	Basic net earnings per share 
	
	$
-
	
	$
0.05
	
	-
	
	$
0.02
	
	$
(0.30)

	Diluted net earnings per share
	
	$
-
	
	$
 0.04
	
	-
	
	$
0.02
	
	$
(0.29)

	
	
	
	
	
	
	
	
	
	
	

	Basic and diluted earnings per share :
	
	
	
	
	
	
	
	
	
	

	Basic net earnings per share 
	
	$
0.49
	
	$
0.16
	
	$
0.22
	
	$
0.08
	
	$
0.19

	Diluted net earnings per share
	
	$
 0.47
	
	$
 0.15
	
	$
 0.21
	
	$
0.08
	
	$
0.18

	
	
	
	
	
	
	
	
	
	
	

	Weighted average number of shares used for computing basic earning per share
	
	19,906,775
	
	17,485,251
	
	20,107,137
	
	18,936,442
	
	17,719,275

	
	
	
	
	
	
	
	
	
	
	

	Weighted average number of shares used for computing diluted earnings per share
	
	20,919,799
	
	17,744,589
	
	21,365,011
	
	19,059,549
	
	18,542,618


CONSOLIDATED STATEMENTS OF CASH FLOWS 

U.S. dollars in thousands

	
	
	Six months ended

June 30,
	
	Three months ended

June 30,
	
	Year ended 
December 31,

	
	
	2006
	
	2005
	
	2006
	
	2005
	
	2005

	
	
	Unaudited
	
	

	Cash flows from operating activities:
	
	
	
	
	
	
	
	
	
	

	Net income 
	
	$
9,841
	
	$
2,715
	
	$
4,458
	
	$
1,505
	
	$
3,293

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

	Loss (income) from discontinued operations
	
	(62)
	
	(824)
	
	90
	
	(399)
	
	5,357

	Depreciation, amortization and impairment of property, plant and equipment
	
	4,151
	
	4,476
	
	2,050
	
	2,320
	
	9,686

	Compensation related to options granted to employees
	
	336
	
	178
	
	141
	
	80
	
	431

	Increase (decrease) in accrued severance pay, net
	
	204
	
	(624)
	
	205
	
	(500)
	
	(588)

	Increase in deferred income taxes
	
	3,979
	
	725
	
	1,381
	
	359
	
	4,670

	Loss (gain) on sale of property and equipment, net
	
	8
	
	(31)
	
	23
	
	(13)
	
	(409)

	Decrease (increase) in trade receivables, net
	
	(859)
	
	(2,570)
	
	972
	
	1,158
	
	(9,099)

	Decrease (increase) in other accounts receivable and prepaid expenses
	
	(224)
	
	171
	
	562
	
	592
	
	884

	Decrease in inventories
	
	3,962
	
	5,127
	
	5,997
	
	1,232
	
	3,740

	Increase (decrease) in trade payables
	
	(5,624)
	
	2,330
	
	(5,927)
	
	1,547
	
	793

	Decrease in other accounts payable and accrued expenses
	
	(1,529)
	
	(1,549)
	
	(705)
	
	(1,700)
	
	(946)

	
	
	
	
	
	
	
	
	
	
	

	Net cash flows provided by continuing operating activities
	
	14,183
	
	10,123
	
	9,247
	
	6,181
	
	17,812

	Net cash flows provided by (used in) discontinued operating activities
	
	507
	
	1,832
	
	(10)
	
	676
	
	2,999

	Net cash provided by operating activities
	
	14,690
	
	11,955
	
	9,237
	
	6,857
	
	20,811

	
	
	
	
	
	
	
	
	
	
	

	Cash flows from investing activities:
	
	
	
	
	
	
	
	
	
	

	Purchase of property, plant and equipment
	
	(1,164)
	
	(3,424)
	
	(562)
	
	(1,716)
	
	(4,960)

	Investment grants received
	
	1,218
	
	341
	
	-
	
	52
	
	452

	Proceeds from sale of property, plant and equipment
	
	265
	
	90
	
	255
	
	53
	
	475

	Dividend received from discontinued operation
	
	140
	
	309
	
	1
	
	187
	
	484

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

	Proceeds from sale of subsidiary
	
	10,250
	
	-
	
	10,250
	
	-
	
	-

	Acquisition of Macro Clothing 
	
	-
	
	(83)
	
	-
	
	-
	
	(261)

	
	
	
	
	
	
	
	
	
	
	

	Net cash flows provided by (used in) continuing investing activities
	
	10,709
	
	(2,767)
	
	9,944
	
	(1,424)
	
	(3,191)

	Net cash flows used in discontinued investing activities
	
	(172)
	
	(409)
	
	(4)
	
	(264)
	
	(779)

	Net cash provided by (used in) investing activities
	
	10,537
	
	(3,176)
	
	9,940
	
	(1,688)
	
	(3,970)

	
	
	
	
	
	
	
	
	
	
	

	Cash flows from financing activities:
	
	
	
	
	
	
	
	
	
	

	Repayment of long-term bank loans 
	
	(18,214)
	
	(3,077)
	
	(16,735)
	
	(1,639)
	
	(6,038)

	Receipt of long-term bank loans
	
	5,000
	
	-
	
	5,000
	
	-
	
	-

	Payment under capital lease 
	
	-
	
	(138)
	
	-
	
	(52)
	
	(206)

	Decrease in short-term bank credit, net
	
	(14,713)
	
	(1,363)
	
	(8)
	
	(1,415)
	
	(3,642)

	Proceeds from exercise of stock options
	
	1,622
	
	233
	
	1,136
	
	42
	
	456

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

	
	
	
	
	
	
	
	
	
	
	

	Net cash flows used in continuing financing activities
	
	(12,471)
	
	(4,345)
	
	(10,607)
	
	(3,064)
	
	(9,430)

	Net cash flows used in discontinued financing activities
	
	(544)
	
	(1,761)
	
	(81)
	
	(811)
	
	(2,768)

	Net cash used in financing activities
	
	(13,015)
	
	(6,106)
	
	(10,688)
	
	(3,875)
	
	(12,198)

	
	
	
	
	
	
	
	
	
	
	

	Total increase in cash and cash equivalents
	
	12,212
	
	2,673
	
	8,489
	
	1,294
	
	4,643

	Decrease in cash and cash equivalents attributed to discontinued operations
	
	209
	
	338
	
	95
	
	399
	
	548

	Increase in cash and cash equivalents attributed to continued operations
	
	12,421
	
	3,011
	
	8,584
	
	1,693
	
	5,191

	Cash and cash equivalents at beginning of period
	
	7,652
	
	2,461
	
	11,489
	
	3,779
	
	2,461

	
	
	
	
	
	
	
	
	
	
	

	Cash and cash equivalents at end of period
	
	$
20,073
	
	$
5,472
	
	$
20,073
	
	$
5,472
	
	$
7,652
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