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PART I

This report contains certain statements that are forward-looking statements as that term is defined under the Private Securities Litigation Reform

Act of 1995 (the Act ) and releases issued by the Securities and Exchange Commission. The words believe,  expect, anticipate, intend, esti
and other expressions which are predictions of or indicate future events and trends and which do not relate to historical matters identify

forward-looking statements. Forward-looking statements involve known and unknown risks, uncertainties and other factors, which may cause

the actual results, performance or achievements of the Company to differ materially from anticipated future results, performance or

achievements expressed or implied by such forward-looking statements.

Examples of these risks, uncertainties, and other factors include, without limitation, the following: (i) economic conditions that affect sales of the
products of the Company s packaging customers, (ii) actions by the Company s competitors and the ability of the Company to respond to such
actions, (iii) the ability of UFP Technologies, Inc. (the Company or UFPT ) to obtain new customers and (iv) the ability of the Company to fulfill
its obligations on long-term contracts, and (v) the ability of the Company to execute and integrate favorable acquisitions. In addition to the

foregoing, the Company s actual future results could differ materially from those projected in the forward-looking statements as a result of risk
factors set forth elsewhere in this report and changes in general economic conditions, interest rates and the assumptions used in making such
forward-looking statements. The Company undertakes no obligation to publicly update or revise any forward-looking statement, whether as a

result of new information, future events or otherwise.

ITEM 1. BUSINESS

The Company s principal executive offices are located at 172 East Main Street, Georgetown, Massachusetts 01833; telephone number
978-352-2200; corporate web site www.ufpt.com. We make available through our website, our annual report on Form 10-K, current reports on
Form 10-Q and Form 8-K, and amendments to these reports filed or furnished pursuant to Section 13(a) of the Securities Exchange Act of 1934
as soon as practicable after we electronically file such material with, or furnish it to the Securities and Exchange Commission. The information
found on our website is not part of this or any other report we file with or furnish to the SEC.

The Company designs and manufactures engineered packaging solutions utilizing molded fiber, vacuumformed plastics, and molded and
fabricated foam plastic products. The Company also designs and manufactures engineered component products using laminating, molding, and
fabricating technologies. The Company serves a myriad of manufacturing sectors, but specifically targets opportunities in the automotive,
computer and electronics, medical, aerospace and defense, industrial, and consumer markets.

The Company s high-performance cushion packaging products are made primarily from polyethylene and polyurethane foams, and a wide range
of sheet plastics. These products are custom designed and fabricated or molded to provide protection for fragile and valuable items, and are sold
primarily to original equipment and component manufacturers. Molded fiber products are made primarily from 100% recycled paper principally
derived from waste newspaper. These products are custom designed, engineered and molded into shapes for
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packaging high volume consumer goods, including computer components, medical devices, other light electronics, scented candles, and health
and beauty products.

In addition to packaging products, the Company fabricates and molds component products made from cross-linked polyethylene foam and other
materials. The Company also laminates fabrics and other materials to cross-linked polyethylene foams, polyurethane foams and other
substrates. The Company s component products include automotive interior trim, athletic and industrial safety belts, components for medical
diagnostic equipment, nail files and other beauty aids, and shock absorbing inserts used in athletic and leisure footwear.

Unless the context otherwise requires, the term Company or UFPT refers to UFP Technologies, Inc. and its wholly-owned subsidiaries: Moulded
Fibre Technology, Inc. ( MFT ), Simco Technologies, Inc. and Simco Automotive Trim, Inc. (collectively Simco ), and United Development
Company Limited, of which the Company owns 26.32%.

Market Overview

Packaging Products

The interior cushion packaging market is characterized by three primary sectors: (1) custom fabricated or molded products for low volume, high
fragility products; (2) molded or die-cut products for high volume, industrial and consumer goods; and (3) loose fill and commodity packaging
materials for products which do not require custom-designed packaging. Packaging products are used to contain, display and/or protect their
contents during shipment, handling, storage, marketing, and use. The Company serves both the low volume, high fragility market and the high
volume industrial and consumer market with a range of product offerings, but does not materially serve the commodity packaging market.

The low volume, high fragility market is generally characterized by annual production volumes of less than 50,000 pieces. Typical goods in this
market include precision instruments, medical devices, sensitive electronic components, and other high value industrial products that are very
sensitive to shock, vibration, and other damage that may occur during shipment and distribution. The principal materials used to package these
goods include polyethylene and polyurethane foams, foam-in-place polyurethane, and molded expanded polystyrene. Polyurethane foams and
polyethylene foams have high shock absorbency, high resiliency, and vibration damping characteristics.

The higher volume consumer packaging market is generally characterized by annual production volumes in excess of 50,000 pieces. Typical
goods in this market include toys, light electronics, computers and computer peripherals, stereo equipment, and small appliances. These goods
generally do not require as high a level of shock and vibration protection as goods in the low volume, high fragility market. The principal
materials used to package these goods include various molded, rigid and foamed plastics, such as expanded polystyrene foam (EPS),
vacuum-formed polystyrene (PS) and polyvinyl chloride (PVC), and corrugated die-cut inserts, which generally are less protective and less
expensive than resilient foams and molded fiber.
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Component Products

Component applications of foam and other types of plastics are numerous and diverse. Examples include automotive interior components,
medical devices, toys, gaskets, health and beauty products, and carrying cases. Cross-linked polyethylene foams have many of the same
properties as traditional polyethylene foams, including light weight, durability, resiliency and flexibility. Cross-linked foams have many
advantages over traditional foams, including the ability to be thermoformed (molded), availability in vibrant colors, a fine cell structure
providing improved esthetics and lower abrasiveness, and enhanced resistance to chemicals and ultraviolet light. Certain grades of cross-linked
foams can be radiation sterilized and have been approved by the U.S. Food and Drug Administration for open wound skin contact.

Cross-linked foam can be combined with other materials to increase product applications and market applications. For example, cross-linked
foams can be laminated to fabrics to produce light weight, flexible and durable insoles for athletic and walking shoes, weight lifting and
industrial safety belts, gun holsters, backpacks, and other products for the leisure, athletic and retail markets. The Company believes that, as a
result of their many advantages, cross-linked foam and cross-linked foam laminated products are being used in a wide range of markets as
substitutes for traditional rubber, leather and other product material alternatives.

Regulatory Climate

The packaging industry has been subject to user, industry, and legislative pressure to develop environmentally responsible packaging
alternatives that reduce, reuse and recycle packaging materials. Government authorities have enacted legislation relating to source reduction,
specific product bans, recycled content, recyclability requirements and green marketing restrictions.

In order to provide packaging that complies with all regulations regardless of a product s destination, manufacturers seek packaging materials
that meet both environmentally related demands and performance specifications. Some packaging manufacturers have responded by: reducing
product volume and ultimate waste product disposal through reengineering traditional packaging products; adopting new manufacturing
processes; participating in recovery and reuse systems for resilient materials that are inherently reusable; creating programs to recycle packaging
following its useful life; and developing materials that use a high percentage of recycled content in their manufacture.

Products
The Company s products include foam, plastic, and fiber packaging products, and component products.
Packaging Products

The Company designs, manufactures and markets a broad range of packaging products primarily using polyethylene, polyurethane and
cross-linked polyethylene foams and rigid plastics. These products are custom designed and fabricated or molded to provide protection for less
durable, higher value items, and are primarily sold to original equipment and component manufacturers. Examples of the Company s packaging
products include end-cap packs for computers, corner blocks for telecommunications consoles, anti-static foam packs for printed circuit boards,
die-cut
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or routed inserts for attaché cases and plastic trays for medical devices and components. Markets for these products are typically characterized
by lower to moderate volumes where performance, such as shock absorbency and vibration damping, is valued.

The Company s engineering personnel collaborate directly with customers to study and evaluate specific customer requirements. Based on the
results of this evaluation, packaging products are engineered to customer specifications using various types and densities of materials with the
goal of providing the desired protection for the lowest cost and with the lowest physical package volume. The Company believes that its
engineering expertise and breadth of product and manufacturing capabilities have enabled it to provide unique solutions to achieve these goals.

The markets for the Company s molded fiber packaging and vacuum-formed trays are characterized by high volume production runs and require
rapid manufacturing turnaround times. Raw materials used in the manufacture of molded fiber are primarily recycled newspaper, a variety of
other grades of recycled paper and water. Raw materials used in vacuum-formed plastics include polystyrene (PS) and polyvinyl chloride
(PVC). These products compete with expanded polystyrene (EPS) and manually assembled corrugated die-cut inserts.

The Company s molded fiber products provide customers with packaging solutions that are more responsive to stringent environmental
packaging regulations worldwide and meet the demands of environmentally-aware consumers, while simultaneously meeting customer cost and
performance objectives.

Component Products

The Company specializes in engineered products that use the Company s close tolerance manufacturing capabilities and its expertise in various
foam materials and lamination techniques, and the Company s ability to manufacture in clean room environments. The Company s component
products are sold primarily to customers in the automotive, sporting goods, medical, beauty, leisure and footwear industries. These products
include interior trim parts for automobiles and medical diagnostic equipment, abrasive nail files and anti-fatigue mats, and shock absorbing
inserts used in athletic and leisure footwear.

The Company believes that it is one of the largest purchasers of cross-linked foam in the United States and as a result it has been able to
establish important relationships with the relatively small number of suppliers of this product. Through its strong relationships with cross-linked
foam suppliers, the Company believes that it is able to offer customers a wide range of cross-linked foam products.

The Company benefits from its ability to custom design its own proprietary manufacturing equipment in conjunction with its machinery
suppliers. For example, the Company has custom designed its own lamination machines allowing the Company to achieve adhesive bonds

between cross-linked foam and fabric and other materials that do not easily combine. These specialty laminates typically command higher prices
than traditional foam products.

Marketing and Sales

The Company markets and sells its packaging and specialty products in the United States principally through direct regional sales forces
comprised of skilled engineers. The Company
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also uses independent manufacturer representatives to sell its products. The Company s sales engineers collaborate with customers and the
Company s design and manufacturing experts to develop custom engineered solutions on a cost-effective basis. The Company also markets its
products through attendance by in-house market specialists at trade shows and expositions. The Company markets a line of products to the
health and beauty industry, primarily through distributors. The Company believes that its sales are somewhat seasonal, with increased sales in
the second and fourth quarters.

The top two customers in the Company s Component Products segment, Recticel Interiors North America and Inalfa Roof Systems, comprise

30% and 11%, respectively, of that segment s total sales and 18% and 7%, respectively, of the Company s total sales for the year ended December
31, 2006. The loss of Recticel or Inalfa as a customer would have a material adverse effect on the Company. No one customer accounted for

more than 10% of the Packaging segment sales for the year ended December 31, 2006.

Manufacturing

The Company s manufacturing operations consist primarily of cutting, molding, vacuum forming, laminating and assembly. For custom molded
foam products, the Company s skilled engineering personnel analyze specific customer requirements to design and build prototype products to
determine product functionality. Upon customer approval, prototypes are converted to final designs for commercial production runs.

Molded cross-linked foam products are produced in a thermoforming process using heat, pressure, and precision metal tooling.

Cushion foam packaging products that do not utilize cross-linked foam are fabricated by cutting shapes from blocks of foam using specialized
cutting tools, routers, waterjets, and hot wire equipment and assembling these shapes into the final product using a variety of foam welding or
gluing techniques. Products can be used on a stand-alone basis or bonded to another foam product or other material such as a corrugated
medium.

Laminated products are produced through a process whereby the foam medium is heated to the melting point. The heated foam is then typically
bonded to a non-foam material through the application of mechanical pressure.

Molded fiber products are manufactured by vacuum forming a pulp of recycled or virgin paper materials onto custom engineered molds. With
the application of vacuum and air, the molded parts are pressed and transferred to an in-line conveyorized dryer, from which they exit ready for
packing or subsequent value added operations.

The Company does not manufacture any of the raw materials used in its products. With the exception of certain grades of cross-linked foam,
these raw materials are available from multiple supply sources. Although the Company relies upon a limited number of suppliers for

cross-linked foam, the Company s relationships with such suppliers are good, and the Company expects that these suppliers will be able to meet
the Company s requirements for cross-linked foam. Any delay or interruption in the supply of raw materials could have a material adverse effect
on the Company s business.

Marketing and Sales 7
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Research and Development

The Company s engineering personnel continually explore design and manufacturing techniques as well as new innovative materials to meet the
unique demands and specifications of its customers. In addition, the Company regularly undertakes customer-initiated engineering feasibility
studies for which the Company is generally compensated regardless of whether such projects result in commercial production contracts. Because
the Company s products tend to have relatively short life cycles, research and development is an integral part of the Company s ongoing cost
structure.

Competition

The packaging products industry is highly competitive. While there are several national companies that sell interior packaging, the Company s
primary competition to date for its packaging products has been from smaller independent regional manufacturing companies. These companies
generally market their products in specific geographic areas from neighboring facilities. In addition, the Company s foam and fiber packaging
products compete against products made from alternative materials, including expanded polystyrene foams, die-cut corrugated, plastic peanuts,
plastic bubbles and foam-in-place urethane.

The component products industry is highly competitive. The Company s component products face competition primarily from smaller companies
that typically concentrate on production of component products for specific industries. The Company expects that additional companies will

enter the market as it expands. The Company believes that its access to a wide variety of materials, its engineering expertise, its ability to
combine foams with other materials such as plastics and laminates, and its ability to manufacture products in a clean room environment will
enable it to continue to compete effectively in the engineered component products market. The Company s component products also compete
with products made from a wide range of other materials, including rubber, leather and other foams.

The Company believes that its customers typically select vendors based on price, product performance, product reliability and customer service.
The Company believes that it is able to compete effectively with respect to these factors in each of its targeted markets.

Patents and Other Proprietary Rights

The Company relies upon trade secret, patents, and trademarks to protect its technology and proprietary rights. The Company believes that the
improvement of existing products, reliance upon trade secrets and unpatented proprietary know-how, and the development of new products are
generally as important as patent protection in establishing and maintaining a competitive advantage. Nevertheless, the Company has obtained
patents and may continue to make efforts to obtain patents, when available, although there can be no assurance that any patent obtained will
provide substantial protection or be of commercial benefit to the Company, or that its validity will be upheld if challenged.

The Company has four U.S. patents relating to its molded fiber technology (including certain proprietary machine designs), and has patents with
respect to such technology in certain foreign countries. The Company also has a total of twelve U.S. patents relating to technologies including

foam and packaging, rubber mat, patterned nail file, and superforming process technologies.
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There can be no assurance that any patent or patent application of the Company will provide significant protection for the Company s products
and technology, or will not be challenged or circumvented by others. The expiration dates for the Company s patents range from 2008 through
2024.

Environmental Considerations

In addition to offering molded fiber packaging products made from recycled paper derived primarily from post-consumer newspaper waste, the
Company actively promotes its philosophy of reducing product volume and resulting post-user product waste. The Company designs products to
provide optimum performance with minimum material. In addition, the Company actively participates in a recovery and reuse program for
certain of its plastic packaging products. The Company is aware of public support for environmentally responsible packaging and other
products. Future government action may impose restrictions affecting the industry in which the Company operates. There can be no assurance
that any such action will not adversely impact the Company s products and business.

Backlog

The Company s backlog, as of February 16, 2007 and February 17, 2006, totaled approximately $7.1 million and $6.4 million, respectively, for
the Packaging segment, and $25.3 million and $23.6 million, respectively, for the Component Products segment. The backlog consists of
purchase orders for which a delivery schedule within the next twelve months has been specified by customers. Orders included in the backlog
may be canceled or rescheduled by customers without significant penalty. The backlog as of any particular date should not be relied upon as
indicative of the Company s revenues for any period.

Employees

As of February 8, 2007, the Company had a total of 531 full-time employees (as compared to 533 full-time employees as of February 8, 2006),
with 274 full-time employees in the Component Products segment (13 in engineering, 219 in manufacturing operations, 16 in marketing, sales
and support services, and 26 in general and administration) and 257 full-time employees in the Packaging segment (12 in engineering, 206 in
manu—fac—tur—ing, 21 in marketing, sales and support services, and 18 in general and administration). The Company is not a party to any
collective bargaining agreement. The Company considers its employee relations to be good.

ITEM 1A, RISK FACTORS

You should carefully consider the risks described below and the other information in this report before deciding to invest in shares of our
common stock. These are the risks and uncertainties we believe are most important for you to consider. Additional risks and uncertainties not
presently known to us, which we currently deem immaterial or which are similar to those faced by other companies in our industry or business in
general, may also impair our business operations. If any of the following risks or uncertainties actually occurs, our business, financial condition
and operating results would likely suffer. In that event, the market price of our common stock could decline and you could lose all or part of
your investment.

Patents and Other Proprietary Rights 9
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We depend on a small number of customers for a large percentage of our revenues. The loss of any single customer, or a
reduction in sales to any such customer, could have a material adverse effect on our business, financial
condition and results of operations.

A limited number of customers typically represent a significant percentage of our revenues in any given year. Our top ten customers based on
revenues represented, in the aggregate, approximately 44% and 46% in 2006 and 2005, respectively, of our total revenues. For example, during
the fourth quarter of 2004, we launched our new $95 million automotive program. This program accounted for approximately 30% and 26%,
respectively, of our Component Products segment s sales and approximately 18% and 15%, respectively, of our total sales in 2006 and 2005.
Based on our current sales forecasts, we expect this program to account for significant portions of our overall sales over the next 5 to 6 years.
However, we cannot guarantee that we will realize the full potential value of this program. The program relies upon a contract that is terminable
by the customer for any reason, subject to a cancellation charge. If the customer s needs decrease over the course of the contract, our estimated
revenues from this contract may also decrease. Even if we generate revenue from the project, we cannot guarantee that the project will be
profitable, particularly if revenues from the contract are less than expected. Moreover, automotive suppliers like this customer often take
advantage of lower volume in the summer to shut down production to service machinery and tools, typically during a portion of the month of
July. We expect this practice to continue. This could cause our quarterly operating results to fluctuate and have a material adverse effect on our
business and financial results. Our revenues are directly dependent on the ability of our customers, to develop, market, and sell their products in
a timely, cost-effective manner. The loss of a significant portion of our expected future sales to any of our large customers would, and a material
adverse change in the financial condition of any of these customers could, have a material adverse effect on our business, financial condition and
financial results.

Fluctuations in the supply of components and raw materials we use in manufacturing our products could cause production delays or
reductions in the number of products we manufacture, which could materially adversely affect our business, financial condition and
results of operations.

Our business is subject to the risk of periodic shortages of raw materials. We purchase raw materials pursuant to purchase orders placed from
time to time in the ordinary course of business. Failure or delay by such suppliers in supplying us necessary raw materials could adversely affect
our ability to manufacture and deliver products on a timely and competitive basis.

While we believe that we may, in certain circumstances, secure alternative sources of these materials, we may incur substantial delays and
significant expense in doing so, the quality and reliability of alternative sources may not be the same and our operating results may be materially
adversely affected. Alternative suppliers might charge significantly higher prices for materials than we currently pay. Under such circumstances,
the disruption to our business could have a material adverse impact on our customer relationships, business, financial condition and results of
operations.

ITEM 1A. RISK FACTORS 10
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Reductions in the availability of energy supplies or an increase in energy costs may increase our operating costs.

We use electricity and natural gas at our manufacturing facilities and to operate our equipment. Over the past three years, prices for electricity
and natural gas have fluctuated significantly. An outbreak or escalation of hostilities between the United States and any foreign power and, in
particular, a prolonged armed conflict in the Middle East, or a natural disaster such as the recent hurricanes and related flooding in the oil
producing region of the Gulf Coast of the United States, could result in a real or perceived shortage of petroleum and/or natural gas, which could
result in an increase in the cost of electricity or energy generally as well as an increase in cost of our raw materials, of which many are petroleum
based. In addition, increased energy costs negatively impact our freight costs due to higher fuel prices. Future limitations on the availability or
consumption of petroleum products and/or an increase in energy costs, particularly electricity for plant operations, could have a material adverse
effect upon our business and results of operations.

Our Packaging segment may lose business if our customers shift their manufacturing offshore.

Historically, geography has played a large factor in the packaging business. Manufacturing and other companies shipping products typically buy
packaging from companies that are relatively close to their manufacturing facilities to increase shipping efficiency and decrease costs. As many
U.S. companies move their manufacturing operations overseas, particularly to the Far East, the associated packaging business often follows. We
have in the past and may in the future lose customers as a result of customers moving their manufacturing facilities offshore and then hiring our
competitors that operate packaging-production facilities that are perceived to be more territorially advantageous. As a result, our sales may

suffer, which could have a materially adverse effect upon our business and results of operations.
Failure to retain key personnel could impair our ability to execute our business strategy.

The continuing service of our executive officers and essential engineering, technical and management personnel, together with our ability to
attract and retain such personnel, is an important factor in our continuing ability to execute our strategy. There is substantial competition to
attract such employees and the loss of any such key employees could have a material adverse effect on our business and operating results. The
same could be true if we were to experience a high turnover rate among engineering and technical personnel and we were unable to replace
them.

Members of our board of directors and management who also are our stockholders exert significant influence over us.

Based on information made available to us, we believe that our executive officers, directors and their affiliates collectively beneficially own
approximately 32% of our outstanding shares of common stock as of June 30, 2006. As a result, those stockholders may, if acting together,
control or exert substantial influence over actions requiring stockholders approval, including elections of our directors, amendments to our
certificate of incorporation, mergers, sales of assets or other business acquisitions or dispositions.

ITEM 1A. RISK FACTORS 11
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If we do not generate sufficient cash flow from operations, we may be unable to service our debt obligations.

We have established a credit facility with a commercial lender, under which approximately $5.3 million was outstanding as of December 31,
2006. If we are unable to generate sufficient cash flow from operations in the future, we may be unable to pay principal or interest on our
borrowings when due and may be required to refinance all or a portion of our existing debt or to obtain additional financing. We cannot
guarantee that we could obtain any additional financing on favorable terms, if at all.

We may pursue acquisitions or joint ventures that involve inherent risks, any of which may cause us not to realize anticipated benefits.

Our business strategy includes the potential acquisition of businesses and entering into joint ventures and other business combinations that we
expect will complement and expand our business. We may not be able to successfully identify suitable acquisition or joint venture opportunities
or complete any particular acquisition, combination, joint venture or other transaction on acceptable terms. Our identification of suitable
acquisition candidates and joint venture opportunities involves risks inherent in assessing the values, strengths, weaknesses, risks and
profitability of these opportunities including their effects on our business, diversion of our management s attention and risks associated with
unanticipated problems or unforeseen liabilities. If we are successful in pursuing future acquisitions or joint ventures, we may be required to
expend significant funds, incur additional debt or issue additional securities, which may materially adversely affect our results of operations and
be dilutive to our stockholders. If we spend significant funds or incur additional debt, our ability to obtain financing for working capital or other
purposes could decline and we may be more vulnerable to economic downturns and competitive pressures. In addition, we cannot guarantee that
we will be able to finance additional acquisitions or that we will realize any anticipated benefits from acquisitions or joint ventures that we
complete. Should we successfully acquire another business, the process of integrating acquired operations into our existing operations may result
in unforeseen operating difficulties and may require significant financial resources that would otherwise be available for the ongoing
development or expansion of our existing business. Our failure to identify suitable acquisition or joint venture opportunities may restrict our
ability to grow our business.

As a public company, we need to comply with the reporting obligations of the Securities Exchange Act of 1934
and Section 404 of the Sarbanes-Oxley Act of 2002. If we fail to comply with the reporting obligations of the
Exchange Act and Section 404 of the Sarbanes-Oxley Act, or if we fail to achieve and maintain adequate
internal controls over financial reporting, our business, results of operations and financial condition, and
investors confidence in us, could be materially adversely affected.

As a public company, we are required to comply with the periodic reporting obligations of the Exchange Act, including preparing annual reports,
quarterly reports and current reports. Our failure to prepare and disclose this information in a timely manner could subject us to penalties under
federal securities laws, expose us to lawsuits and restrict our ability to access financing. In addition, we will be required under applicable law
and regulations to integrate our systems of internal controls over financial reporting. We plan to evaluate our existing internal controls with
respect to the standards adopted by the Public Company Accounting Oversight Board. During the course of our evaluation, we may identify
areas requiring improvement and may be required
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to design enhanced processes and controls to address issues identified through this review. This could result in significant delays and cost to us
and require us to divert substantial resources, including management time, from other activities. If we fail to achieve and maintain the adequacy
of our internal controls, we may not be able to ensure that we can conclude on an ongoing basis that we have effective internal controls over
financial reporting in accordance with the Sarbanes-Oxley Act. Moreover, effective internal controls are necessary for us to produce reliable
financial reports and are important to help prevent fraud.

Provisions of our corporate charter documents, Delaware law and our stockholder rights plan may dissuade potential acquirers,
prevent the replacement or removal of our current management and may thereby affect the price of our common stock.

The board of directors has the authority to issue up to 1,000,000 shares of preferred stock and to determine the price, rights, preferences,
privileges and restrictions, including voting rights, of those shares, without any further vote or action by the stockholders. The rights of the
holders of common stock will be subject to, and may be adversely affected by, the rights of the holders of any preferred stock that may be
issued in the future. The issuance of preferred stock, while providing flexibility in connection with possible financings, acquisitions and other
corporate purposes, could have the effect of making it more difficult for a third party to acquire a majority of our outstanding voting stock. We
have no present plans to issue shares of preferred stock. Further, certain provisions of our certificate of incorporation and bylaws and of
Delaware law could delay or make more difficult a merger, tender offer or proxy contest involving us.

We also have a stockholder rights plan, which is designed to protect and maximize the value of our outstanding equity interests in the event of an
unsolicited attempt to acquire us in a manner or on terms not approved by the board of directors and that prevent stockholders from realizing the
full value of their shares of our common stock. Its purposes are to deter those takeover attempts that the board believes are undesirable, to give
the board more time to evaluate takeover proposals and consider alternatives, and to increase the board s negotiating position to maximize value
in the event of a takeover. The rights issued pursuant to the plan are not intended to prevent all takeovers of us. However, the rights may have
the effect of rendering more difficult or discouraging our acquisition. The rights may cause substantial dilution to a person or group that attempts
to acquire us on terms or in a manner not approved by the board of directors, except pursuant to an offer conditioned upon the negation,
purchase or redemption of the rights with respect to which the condition is satisfied.

Additional provisions of our certificate of incorporation and by-laws could have the effect of making it more difficult for a third party to acquire
a majority of our outstanding voting common stock. These include provisions that classify our board of directors, limit the ability of
stockholders to take action by written consent, call special meetings, remove a director for cause, amend the by-laws or approve a merger with
another company.

We are subject to the provisions of Section 203 of the Delaware General Corporation Law which prohibits a publicly-held Delaware corporation

from engaging in a business combination with an interested stockholder for a period of three years after the date of the transaction in which the

person became an interested stockholder, unless the business combination is approved in a prescribed manner. For purposes of Section 203, a
business combination includes a merger, asset sale or other transaction resulting in a financial benefit to the interested stockholder, and an
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interested stockholder is a person who, either alone or together with affiliates and associates, owns (or within the past three years, did own) 15%
or more of the corporation s voting stock.

mevz. PROPERTIES

The following table presents certain information relating to each of the Company s properties:

Lease
Square Expiration
Location Feet Date Principal Use
Georgetown, Massachusetts(2) 57,600 (owned Headquarters, fabrication, molding, test lab, clean-room, and
by the engineering for Component Products segment
Company)
Decatur, Alabama(1), (2) 47,250 12/31/11 Fabrication and engineering for Packaging segment
Decatur, Alabama 14,000 10/31/07 Warehousing and fabrication for Packaging segment
Kissimmee, Florida(1), (2) 49,400 12/31/11 Fabrication, molding, test lab, and engineering for Packaging
segment
Miami, Florida 7,000 11/30/09 Warehousing and fabrication for Packaging segment.
Haverhill, Massachusetts 48,772 2/28/08 Flame lamination for Component Products segment
Raritan, New Jersey 67,125 2/28/08 Fabrication, molding, test lab, clean-room, and engineering for
Packaging segment
Clinton, Iowa 30,000 12/31/14 Molded fiber operations for Packaging segment
Clinton, Iowa 62,000 2/28/15 Molded fiber operations for Packaging segment
Addison, Illinois 45,000 07/31/08 Fabrication and engineering for Packaging segment
Ventura, California 48,300 month-to-month ~ Fabrication and engineering for Component Products segment
Atlanta, Georgia 47,000 04/30/11 Fabrication and engineering for Component Products segment
Macomb Township, Michigan 70,703 12/31/07 Fabrication and engineering for Component Products segment
El Paso, Texas 24,698 3/31/07 Warehousing and fabrication for Packaging segment
(1) United Development Company Limited, a Florida limited partnership and an affiliate of the Company and

certain officers, directors and stock—holders of the Company, is the lessor of these properties. United Development
Company Limited was consolidated into the Company s financial statements in 2003 (see Note 1 to the Consolidated
Financial Statements).

) Subject to mortgage (see Note 8 to the Consolidated Financial Statements).
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mevs. LEGAL PROCEEDINGS

The Company is not a party to any material pending legal proceedings.

mevs. SUBMISSION OF MATTERS TO A VOTE TO SECURITY
HOLDERS

None.

PART I1

nevs. MARKET FOR REGISTRANT S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS, AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Price

From July 8, 1996 until April 18, 2001, the Company s Common Stock was listed on the Nasdaq National Market under the symbol UFPT.
Since April 19, 2001, the Company s Common Stock has been listed on the Nasdaq Capital Market (formerly known as the Nasdaq Small Cap
Market). The following table sets forth the range of high and low quotations for the Common Stock as reported by Nasdaq for the quarterly

periods from January 1, 2005 to December 31, 2006:

Fiscal Year Ended December 31, 2005 High
First Quarter $ 6.39
Second Quarter 5.88
Third Quarter 4.25
Fourth Quarter 3.65
Fiscal Year Ended December 31, 2006 High

First Quarter

(1) Nominal financial reporting beginning January 1, 2004.

Low
$ 3.11
2.94
3.25
2.17

Low

PART Il
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*) EBITDA is presented because it is a measure commonly used in the telecommunications industry and is presented solely in order to
improve the understanding of the Company s operating results and to provide further a perspective regarding these results. EBITDA, however,
should not be considered as an alternative to operating income or income for the period or as an indicator of the operating performance of the
Company. Similarly, EBITDA should not be considered as an alternative to cash flow from operating activities or as a measure of liquidity.
EBITDA is not a measure of financial performance under generally accepted accounting principles and may not be comparable to other similarly
titled measures for other companies.

EBITDA may not be indicative of the historic operating results of the Company nor is it meant to be predictive of potential future results.
Reconciliation between the operating profit in the financial statements and EBIDTA is presented in the attached summary financial
statements.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

Matav- Cable Systems Media Ltd.
(Registrant)

25 May 2005 BY: /S/ Amit Levin

Amit Levin
Chief Executive Officer

Print the name and title of the signing officer under his signature
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