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ITEM 8.01 Compensation for Evacuation from the Erez Industrial Zone

During 2004, the Israeli Government decided to evacuate persons and companies from the Erez Industrial Zone in the Gaza Strip where part
of our operations were located. We evacuated our remaining operations from the Erez Industrial Zone in August 2005. The Israeli Government s
decision to evacuate the Gaza Strip was supported by certain resolutions as well as the Israeli Evacuation Compensation Law (2005), that was
adopted by the Israeli Parliament to compensate the Israeli Gaza Strip settlers as well as business and property owners in the Gaza Strip and in
the Erez Industrial Zone.

In February 2006, three of our subsidiaries, Export Erez Ltd., Mayotex Ltd. and Achidatex Nazareth Elite (1997) Ltd. filed claims for
compensation pursuant to the Evacuation Compensation Law.

On November 30, 2006 we were notified that the Israeli Government determined that Export Erez Ltd. and Mayotex Ltd. are entitled to
advanced payments in the amounts of approximately $452,000 and $71,000, respectively, which amount exceed the amount of the receivables
on our financial statements.

Further negotiations are currently taking place with respect to the final amount of compensation to be paid to our subsidiaries under their
claim. However, we cannot provide any assurance that the claims, will be approved in full, or to what extent, or when the compensation will be
paid.
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