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ATTESTATION SUR LES COMPTES ANNUELS DE L’EXERCICE CLOS LE 31/12/2007 :

J’atteste, à ma connaissance, que les comptes sont établis conformément aux normes comptables applicables et donnent une image fidèle du patrimoine, de la situation financière et du résultat de la société et de l’ensemble des entreprises comprises dans la consolidation et que le rapport de gestion ci-joint présente un tableau fidèle de l’évolution des affaires, des résultats et de la situation financière de la société et de l’ensemble des entreprises comprises dans la consolidation ainsi qu’une description des principaux risques et incertitudes auxquels elles sont confrontées.

Madame Chaya GREENBERG

[image: image4.emf] Geographic sales distribution

 2007 

(K$)

$6,624

$14,519

$1,242

Europe

ROW

North America


Présidente du Conseil d’Administration

Management Report

On 2007
2007 was a transitional year for CMT. It was marked by heavy R&D investment, all expensed in the P&L, shift in strategy and a very negative currency environment (an average of 8% appreciation of the NIS vs. the USD for 2007).  

As previously warned, revenues declined compared to last year, and amounted to USD 22.38 M (USD 23.99 M in 2006). The sales in China came to a hold due to regulation changes. In April 2008 the Company received the CCC (the Chinese FDA) making the sale of its products possible again. The activity in Europe was marked by first DR installations for new clients, creating new opportunities for 2008.  
Sales in the US encountered strong price competition as well as numerous competitors. 

[image: image1.emf]
The gross margin reached 48.9% compared to 52.7% in 2006. The variation is mainly due to the mix of products sold in 2007 compared to 2006.  

The operating expenses - R&D, marketing and G&A - increased by approximately USD 1M, compared to 2006, and reached USD 11.81M. 

The increase in the R&D was driven by heavy investments in core R&D projects. Costs included mainly human resources, as the development is based on unique know-how related to the latest application development framework. The increase amounted to USD 0.4M. 

The increase in marketing expenses during 2007 was related to the marketing budget in the US, as planned in the beginning of the year. Total increase in marketing expenses amounted to USD 0.3M. 
The increase in G&A expenses was mainly due to non recurrent expenses related to the leave of the former Chairman of the BOD and the write-off of goodwill due to discontinued operations (Medibell). Both items amount to approximately USD0.5M. 

It is reminded the Company did not make any capitalization of expenses to the balance sheet and that all R&D expenses were charged to the P&L.

The year ended with a loss form continuing operations of USD 0.73M, compared to a profit of USD 2.26 M in 2006. 

The loss from discontinued operations (Medibell) amounted to USD 0.89 M in 2007, same level as 2006, so that the loss for the year reached USD 1.62M, compared to a profit of USD 1.36 M in 2006.

Main events 

Toward the end of the year a new Board of Directors and a new Chairwoman were elected with background of various fields: Marketing, finance & management:

Chairwoman: Ms Chaya Greenberg 

Board members: Dr. Andy Ben Artzi


     Eitan Arduf


     Assaf Eisenstein 

The new members will join the veterans Board Members, Mssrs. Yoram Ziv and Prof. Rafi Carasso 

The new board and the management decided to focus on marketing and efficiency and to reposition the Company in the digital X-ray market - shift into marketing JV on one side and toward detection capacities on the other. That will be achieved through joint ventures as well as enhancement of its OEM agreements thus leveraging the Company's technological capabilities and strong financial position.

On December 18, 2007, the Company and Tower Semiconductors Ltd. ("Tower") established C&T Medical Solutions Limited Partnership ("C&T LP"). C&T LP will design and develop a detector to be used for medical applications. The detector intended use is for Radiography/Fluoroscopy, Cardiology, Angiography, Mammography and similar large-size X-Ray modalities. According to TriMark publications, a global leader in the biotechnology, healthcare

and life sciences market research and intelligence, regarding the medical imaging market and according to FDA data, the number of new electronic X-ray detectors installed world wide exceeds 5,000 annually with a similar number of replacement and upgrade systems being delivered each year. At a price range of $35,000 to $80,000 per detector (based on dimensions), this represents an annual market opportunity of over $500 million per year. Potential future customers for the partnership’s products include the market leaders in medical X-ray systems, including Toshiba, GE, Philips, Siemens and detectors market leaders.

Main risk sources

The Company currently sells its products to two main customers. The Company expects these customers to account for a substantial percentage of the Company's revenues in the coming years. Should these customers cease trading with the Company, its results of operations could be adversely affected.

For the years ended December 31, 2006 and 2007, these customers accounted for 77% and 72% of the Company's consolidated revenues, respectively.

The Company obtains certain key components from two sources, which are located in Europe. The Company has strategic agreements with these suppliers, which defines CMT as a preferred customer. This preference minimizes the risk involved.

Concentration of credit risks:

Financial instruments that potentially subject the Group to concentration of credit risks consist principally of cash, cash equivalents, short-term deposits and trade receivables.

Cash and cash equivalents and short-term deposits are invested in major banks in Israel and the United States. Such deposits in the United States may be in excess of insured limits and are not insured in other jurisdictions. Management believes that the financial institutions that hold the Company investments are financially sound and accordingly, minimal credit risk exists with respect to these investments. 

The Group's maximum exposure to credit risk arising from default of the counter party is equal to the carrying amount of these instruments.

The Company's trade receivables are mainly derived from sales to customers in the Far East, North America and Europe. The Company performs ongoing credit evaluations of its customers and to date has not experienced any material losses. In addition, receivables balances are monitored on an ongoing basis with the result that the group's exposure to bad debts is not significant.  An allowance for doubtful debts is determined with respect to these amounts that the Company has determined to be doubtful of collection. The maximum exposure is the carrying amount.

Currency

In 2007 the appreciation of the NIS / $ exchange rate – caused the operational costs to increase in $ terms by an average of 8% for the year. As currency uncertainties continues in 2008, the Company, with the advice of currencies experts, will continue to do its best to reduce the currency effects. Since the bulk of its expenses are in NIS and most revenues in US $   the Company's options are limited. 

Buy back today

The BOD authorized, in the frame of the existing program, additional 0.5 million euros for buy back activities. Authorization is to buy, at market price, up to 10 % of the Company's capital. As of April 1, 2008 the Company holds 72,911 shares, representing 1.86% of the Company's capital. The rest of the terms and objectives of the Buy Back Program, published in the PR dated December 19, 2007 remain the same. 

Shareholders

To the best of our knowledge, the capital structure as of the 31.12.07 was as follows:
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