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MAKHTESHIM AGAN ANNOUNCES 2
nd

 Quarter 2010  

FINANCIAL RESULTS  
 

 

TEL-AVIV, ISRAEL (AUGUST 11, 2010) --- The Makhteshim Agan Group (TASE:  

MAIN), the world leader in branded off-patent crop protection solutions, today reported 

financial results for the 2010 second quarter and first half, ended June 30, 2010. 

 

Below are key financial metrics for 2Q 10 and 1H10 

In millions of US$  

Q2 2010 

 

Q2 2009 

% 

Change H1 2010 H1 2009 

% 

Change 

Sales $600.9 $560.3 7.3% $1,324.1 1,282.5 3.2% 

EBITDA $70.9 $60.5    17.2% $203.6 $188.9 7.8% 

Gross profit 

Gross margin 

$175.1 

29.1% 

$154.8  

27.6% 

13.1% 

 

$407.9 

30.8% 

$372.2 

29.0% 

9.6% 

Operating profit 

 

$44.1  

 

$37.6  

  

17.3% $150.6 

 

$143.2 

 

5.2% 

Net Income 

 

$12.4 

 

$1.7 

 

NM 

 

$83.3 

 

$79.9 

 

1.5% 

Net cash flow from operating 

activities 

$268.2 $222.1 20.7% $286.0 $159.4 79.4% 

 

Mr. Avraham Bigger, Makhteshim Aganôs Chairman of the Board, commented, "Despite 

challenging weather conditions and a competitive pricing environment in the quarter 

and during the first half on the year, we posted some of the better financial results in 

our industry.  

 

At the same time, we recognize that Maktheshim Agan faces significant operational 

and strategic challenges in the coming years.  Consequently, we are taking all the 

necessary actions to strengthen our ability to compete and succeed in growing but 

competitive markets." 

 

 

Mr. Erez Vigodman, President and CEO of Maktheshim Agan added: "Two thousand and 

ten (2010) is a particularly challenging year for us. Alongside our day-to-day activities, 
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in an industry that has not fully recovered yet, we are making progress towards our 

goals of improving our global operational platform and cost structure, the results of 

which will begin to bear fruit in 2011. 

  

 ñDespite an industry-wide price decline in the first half of 2010, we managed grow our 

business. Emerging markets in Asia Pacific and South America played a significant 

role in this growth, and I expect this trend to continue in the coming years.  We also 

increased our market share in Europe and North America, while coping with tough 

weather conditions that reduced overall market size, leading to challenging competitive 

conditions.  At the same time, we improved profitability and cash flow generation, and 

reduced working capital and inventory levels.   

 

I am convinced that our day-to-day processes, combined with the on-going operational 

changes that we are undertaking, will enable the Company to continually improve its 

competitive position and deliver profitable growth in the years to come." 

 

 

Financial Results for Second Quarter and First Six Months of 2010:  

Second quarter 2010 gross profit totaled $175.1 million compared with $154.8 million in the 

same period last year. Gross profit for the first six months of the year was $407.9 million, a 

9% increase compared with $372.2 million in the same period of 2009.  The increases in 

gross profit and profit margin for both 2Q and 1H 2010 stemmed from an increase in sales 

volume and a decline in raw material prices which led to a decrease in sales costs. Value of 

Inventory for the quarter declined to $931.7 a 4.4% reduction compared to corresponding 

quarter last year. 

 

Second quarter 2010 sales of $600.9 million were driven by an increase in sales volume of 

crop protection products in most of the Companyôs areas of operations. The increase in sales 

amounted mostly from volume increase which was partially offset by a decline in selling 

prices compared with the corresponding quarter last year, as well as the devaluation of the 

Euro against the USD. Sales for the first six months ended June 30, 2010 were $1.32 billion, 

a 3.2% increase compared with $1.28 billion in the same period last year.  
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Below are sales for the 2Q 10 and 1H 10 by geographic region: 

 
Breakdown of Sales 
Millions of US$ 

 

Q2 2010 

 

Q2 2009 

 

% Change 1H 2010 1H 2009 % Change 

Europe $261.2 $265.7 (1.7%) $633.7 $633.3 1.1% 

Latin America $105.1 $98.8 6.4% $221.7 $242.7 -8.6% 

North America $126.4 $120.0 5.3% $246.0 $244.4 1.7% 

Asia Pacific & Africa $85.4 $52.4 62.9% $179.2 $118.0 51.8% 

Israel $22.9 $23.3 (1.7%) $43.5 $44.2 -1.5% 

 

On a geographic basis, the strongest sales increases were in the Companyôs Asia Pacific & 

Africa region, which contributed $85.4 million in the second quarter of 2010, a 62.9% 

increase from $52.4 million in the same quarter last year.  For the first six months of 2010, 

sales in this region amounted to $179.2 million, compared to $118.0 million in the 

corresponding period of the previous year, an increase of $61.2 million.  For both periods, 

these improvements were driven by improved weather conditions in Australia and the 

expansion of operations in India slightly offset by lower selling prices, compared to the 

corresponding quarter last year.   

 

Sales in Latin America for the second quarter of 2010 amounted to $105.1 million, compared 

with $98.8 million in the corresponding period of the previous year, an increase of $6.3 

million mostly driven by supportive weather conditions in the region. For the first six 

months of 2010, sales in Latin America amounted to USD 221.7 million compared to USD 

242.7 million in the same period of the previous year, an 8.6% decrease. This decrease 

derived mainly from the decline in prices, particularly of Glyphosate, which was offset, in 

part, by the increase in sales volume. 

 

North American sales for the second quarter of 2010 amounted to $126.4 million, compared 

with $120.0 million in the same quarter of the previous year, an increase of $6.4 million. 

During the first six months of 2010, sales in North America amounted to $246.0 million 

compared to $244.4 million in the corresponding period of the previous year, an increase of 

$1.6 million. Growth for both periods stemmed mainly from the increase in sales volume of 

crop protection products, which was offset by the decline in the average sales prices.  

 

European sales in the second quarter of 2010 amounted to $261.2 million, compared with the 

amount of $265.7 million in the corresponding period of the previous year. The decrease 

stemmed mainly from: (1) devaluation of currencies, partially offset by hedging in Europe, 

particularly the Euro against the USD; and (2) decline in average sales prices of the 

Company's products. This was partially offset by an increase in sales volume and the initial 

incorporation of companies acquired in Eastern Europe during the course of the 
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corresponding quarter last year.  During the first six months of 2010, sales in Europe 

amounted to $633.7 million compared to $633.3 million in the same period of the previous 

year.  

 

In Israel, the Company's sales in the second quarter of 2010 amounted to $22.9 million, a 

slight decrease from sales of $23.3 million reported in the same period of the previous year. 

During the first six months of the year, sales in Israel totaled $43.5 million similar to sales of 

$44.2 million in the corresponding period of the previous year.  

 

EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization): EBITDA for the 

second quarter 2010 was $70.9 million, or 11.8% of sales. This was a 17.2% increase 

compared with EBITDA of $60.5 million, or 10.8% of sales, recorded in the first quarter of 

2009.  Excluding extraordinary items,   EBITDA for the second quarter of 2009   amounted 

to $87.2 million (15.6% of the turnover).  EBITDA for the first six months of 2010 was 

$203.6 million, or 15.4% of sales. This was a 7.8% increase compared with EBITDA of 

$188.9 million, or 14.7% of sales for the same period last year. Excluding extraordinary 

items, EBITDA for the first half of 2009 amounted to USD 215.6 million (16.8% of the 

turnover). 

 

Gross Profit: Gross Profit for the quarter totaled $175.1 million, a 13.1% increase compared 

with $154.8 million for the second quarter 2009. Gross margin for the period increased to 

29.1% from 27.6 % in the second quarter 2009.  

 

Gross profit for the six months ended June 30, 2010 totaled $407.9 million, a 9.6% increase 

compared with $372.2 million for the same period last year. Six month gross margin for 

2010 was 30.8% compared with 29.0% for the same period in 2009.  

 

The increase in both gross profit and gross margin during the second quarter and first six 

months of 2010 was due to an increase in sales volume and a decline in raw material prices 

which led to a decrease in sales costs. Excluding extraordinary items taken in the 

corresponding quarter last year, there was no change in the gross profit in the year-over-year 

quarterly comparison. 

 

Operating Profit: Operating Profit for the period totaled $44.1 million, an increase of 

17.3% compared with $37.6 million in the second quarter of 2009. This yielded an 

operating margin for the period of 7.3% compared with 6.7% in the second quarter 2009. 

Excluding extraordinary items, second quarter 2009 operating profit amounted to USD 64.3 

million (11.5% of the turnover).  

 

Operating Profit for the six-month period ended June 30, 2010 totaled $150.6 million, an 

increase of 5.2% compared with $143.2 million in the same period of 2009. This yielded an 

operating margin of 11.4% for the first six months of 2010 compared with 11.2% in the 

same period of 2009. Excluding extraordinary items, operating profit for the first six months 

of 2009 amounted to$169.9 million (13.2% of the turnover). 
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Operating expenses for the quarter totaled $131.0 million, representing 21.8% of sales, 

compared with $117.2 million, or 20.9% of sales, during the second quarter of 2009. 

Operating expenses for the first six months of 2010 totaled $257.3 million, representing 

19.4% of sales, compared with $228.9 million, or 17.8% of sales, during the first six months 

of 2009.   

 

The increase in operating expenses and in the operating expenses to sales ratio is due mainly 

to:  (1) the revaluation of the currencies in which the Company operates in relation to the 

USD; (2) the increased operations through new companies (particularly in India); and (3) an 

increase in R&D expenses. 

 

Net income: Net Income for the quarter totaled $12.4 million, representing a net margin of 

2.1%.  This compared with net income of $1.7 million for the second quarter 2009, 

representing a net margin of 0.3%.  Excluding extraordinary items , the net profit during the 

corresponding quarter last year amounted to $36.3 million (6.5% of the turnover).  
 

Net Income for the six months ended June 30, 2010 totaled $83.3 million, representing a net 

margin of 6.3%.  This compared to net income of $79.9 million for the same period in 2009, 

representing a net margin of 6.2%.  Excluding extraordinary items, net profit during the 

corresponding period last year amounted to $114.5 million (8.9% of the turnover). 

 

Cash Flow: The Company recorded positive cash flow from operating activities of $268.2 

million during the second quarter of 2010, compared to cash flow from operating activities 

of $222.1 million in the second quarter 2009. The improvement in the operating cash flow 

during the quarter stemmed primarily from the decrease in customer balances.  
 

During the first six months of 2010, operating cash flow amounted to $286.0 million 

compared with $159.4 million during the corresponding period last year. 
The improvement in the cash flow during the first six months of the year stemmed from the 

decrease in accounts receivable, reduction in inventory and increase in accounts payable. 

 

The Company also recorded an improvement in free cash flow. Excluding short-term 

investments, the Company recorded cash flow of $222.7 million during the reporting period, 

a 29.3% improvement from free cash flow of $172.3 million in the second quarter 2009. The 

increase in free cash flow was due to the improvement in the current operating cash flows.  
 

During the first six months of the year, the free cash flow (less short-term investments) 

amounted to $191.6 million compared with $84.5 million during the corresponding period 

last year. The increase in free cash flow was due to the aforementioned improvement in the 

current operating cash flows. 

 

Cost of Goods Sold: The Company recorded cost of goods sold of $425.9 during the second 

quarter of 2010, an increase of 5.0% compared with $405.5 million recorded in the same 
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period of 2009. This represented 70.9% of sales for the second quarter of 2010 compared 

with 72.4% for the same period in 2009.  

 

Cost of goods sold were $916.1 million during the first six months of 2010, an increase of 

0.6% compared with $910.4 million recorded in the same period of 2009. This represented 

69.2% of sales for the first half of 2010 compared with 71.0% for the same period in 2009.  

 

Financing Expenses: Financial expenses totaled $29.3 million for the second quarter of 

2010, a 6.9% decrease compared with $31.4 million in the second quarter of 2009. The 

decrease in financing expenses during the quarter stemmed from financing income recorded 

from the revaluation of employee funds (mainly for compensation and vacation), the 

revaluation of the USD in relation to NIS compared with the previous quarter, which was 

partially offset by the increase in the Company's debt commitments. 

 

Financial expenses totaled $59.8 million for the first half of 2010, a 43.2% increase 

compared with $41.8 million in the first half of 2009. The increase in financing expenses 

stemmed mainly from the increase in the Company's debt commitments. 

 
Conference Call 
Makhteshim Agan will host a conference call to discuss the Company's second quarter 2010 

results, on Wednesday, 11 August 2010 at 2:00 PM (Israel); 12:00 (London); 7:00 AM (New 

York).   Conference Call details as follows:  UK: 0 800 694 0257;  USA: 1 866 966 9439; 

Israel: 1 809 216 057;  International: +44 1452 555 566  

Conference ID: 89828215 

 
The call will be followed by a presentation which can be accessed through the Company's 

website at http://www.ma-industries.com. Following the conclusion of the call, a replay of 

the call will be available within 24 hours at the Company's website.  
 

Contact: 
Rony Patishi-Chillim 
Head of Global Corporate Communications 
Tel:  +972-73-2321119 
Email:  IR@ma-industries.com 

 
About Makhteshim Agan  
Makhteshim Agan Industries (TASE: MAIN) is the world leading manufacturer and  
distributor of branded off-patent crop protection chemicals, ranking seven among the world's  
agrochemical companies. For additional information on Makhteshim Agan Industries please  
access our website www.ma-industries.com.  
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Review Report of the Independent Auditors to the Shareholders of 

MakhteshimïAgan Industries Ltd. 
 

Introduction 
 

We have reviewed the accompanying financial information of MakhteshimïAgan Industries Ltd. and 

its subsidiaries (hereinafter ï ñthe Groupò) comprising of the condensed consolidated interim 

statement of financial position as at June 30, 2010 and the related condensed consolidated interim 

statements of income, comprehensive income, changes in equity and cash flows for the six-month 

and three-month periods then ended. The Board of Directors and Management are responsible for the 

preparation and presentation of this interim financial information in accordance with IAS 34 ñInterim 

Financial Reportingò, and are also responsible for the preparation of financial information for these 

interim periods in accordance with Section D of the Securities Regulations (Periodic and Immediate 

Reports), 1970. Our responsibility is to express a conclusion on the financial information for these 

interim periods based on our review. 
 

We did not review the condensed interim financial information of certain consolidated subsidiaries 

whose assets constitute 6.2% of the total consolidated assets as of June 30, 2010, and whose revenues 

constitute 9.4% and 11.1% of the total consolidated revenues for the six-month and three-month 

periods then ended, respectively. The condensed interim financial information of those companies 

was reviewed by other auditors whose review reports thereon were furnished to us, and our 

conclusion, insofar as it relates to amounts emanating from the financial information of such 

companies, is based solely on the said review reports of the other auditors. 
 

Scope of Review 
 

We conducted our review in accordance with Standard on Review Engagements 1, "Review of 

Interim Financial Information Performed by the Independent Auditor of the Entity" of the Institute of 

Certified Public Accountants in Israel. A review of interim financial information consists of making 

inquiries, primarily of persons responsible for financial and accounting matters, and applying 

analytical and other review procedures. A review is substantially less in scope than an audit 

conducted in accordance with generally accepted auditing standards in Israel and consequently does 

not enable us to obtain assurance that we would become aware of all significant matters that might be 

identified in an audit. Accordingly, we do not express an audit opinion. 
 

Conclusion 
 

Based on our review and the review reports of other auditors, nothing has come to our attention that 

causes us to believe that the accompanying financial information was not prepared, in all material 

respects, in accordance with IAS 34. 
 

In addition to that mentioned in the previous paragraph, based on our review and the review reports 

of other auditors, nothing has come to our attention that causes us to believe that the accompanying 

interim financial information does not comply, in all material respects, with the disclosure 

requirements of Section D of the Securities Regulations (Periodic and Immediate Reports), 1970. 

 

 

Respectfully, 

Somekh Chaikin 

Certified Public Accountants (Isr.) 

August 10, 2010 
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Makhteshim-Agan Industries Ltd. 

 

Condensed Consolidated Interim Statement of Financial Position as at  
 

 

  June 30 June 30 December 31 

  2010 2009 2009 

  (Unaudited) (Unaudited) (Audited) 

  $ thousands $ thousands $ thousands 

 

Current assets    

Cash and cash equivalents  706,517   346,938  562,430  

Short-term investments  440   415  448  

Trade receivables  525,621   682,541  *567,858  

Subordinated capital note from sale of trade receivables  04,141   2,614  42,092  

Prepaid expenses  07,161   14,717  13,320  

Financial assets, including derivatives  016,400   131,287  151,192  

Advances less provision for income tax  7,467   16,911  8,084  

Inventories  410,447   948,373*   *959,591  

    

  2,646,154   2,143,765  2,305,015  

    

Long-term investments, loans and receivables    

Financial investments and other receivables  026,201   67,311  *123,548  

Non-financial investments and other receivables  44,110   35,249*  *49,794  

    

  054,204   112,561  173,342  

    

Property, plant and equipment    

Cost  0,070,121   1,192,721  1,138,343  

Less - accumulated depreciation  675,660   538,553  558,416  

    

  644,547   554,168*  *579,927  

    

Deferred tax assets  41,105   74,611  86,542  

    

Intangible assets    

Cost  0,025,515   1,151,581  1,104,748  

Less - accumulated amortization  605,711   463,138  489,727  

  514,415   588,442  615,021  

    

  0,470,401   1,319,771  1,454,832  

    

Total assets  6,155,417   3,463,536  3,759,847  

 

*  Reclassified, see Note 2(c) and Note 3(1)(b). 
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  June 30 June 30 December 31 

  2010 2009 2009 

  (Unaudited) (Unaudited) (Audited) 

  $ thousands $ thousands $ thousands 

 

Current liabilities     

Credit from banks and others   262,666   175,589  236,975  

Current maturities of debentures   10,274   -  83,480  

Trade payables   621,242   381,886  501,692  

Other payables and credit balances   646,202   354,983  278,980  

Provision for income tax less advances   65,646   43,718  43,347  

Put options held by the non controlling interest   22,120   23,918  24,098  

   0,245,447   979,184  1,168,572  

     

Long-term liabilities     

Loans from banks   275,666   52,586  303,199  

Debentures   175,647   924,315  896,556  

Other long-term liabilities   01,116   19,481  18,711  

Deferred taxes payable   44,670   61,321  39,591  

Employee benefits   61,471   54,165  56,455  

   0,255,165   1,111,756  1,314,512  

     

Equity capital     

Share capital   026,675   125,563  125,563  

Share premium   526,141   623,861  623,861  

Reserves   06,041   6,411  23,732  

Retained earnings   101,401   843,165  731,401  

Treasury shares  (246,641)  (245,548)  (245,548) 

     

     

Total equity capital attributed to the Company's      

 equity holders   0,667,442   1,353,351  1,259,009  

     

Non controlling interest   07,152   21,345  17,754  

     

Total equity   0,664,614   1,373,696  1,276,763  

     

Total liabilities and equity   6,155,417   3,463,536  3,759,847  

 

 

 

    

Avraham Bigger  Erez Vigodman Aviram Lahav 

Chairman of the Board of Directors  President and Chief Executive 

Officer 

Chief Financial Officer 

 

Date the financial statements were approved: August 10, 2010 

 

 

 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Makhteshim-Agan Industries Ltd. 

 

Condensed Consolidated Interim Statement of Income for the 
 

 
 Six-month period ended Three-month period ended Year ended 

 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 

 

Statement of income      
      
Revenues  0,624,150   1,282,519  511,446   561,251  2,214,616 

Cost of sales  405,060   911,359  426,176   415,452  1,632,752 

      
      
Gross profit  417,461   372,161  076,171   154,799  581,864 

      
Expenses      
      
Other income (2,777)  (1,332)  (072)  (561)  (3,111)  
Selling and marketing  044,456   177,626  47,261   89,474  358,411 
General and administrative  44,747   41,599  25,666   21,468  79,412 
Research and development  04,446   11,421  7,011   5,753  21,816 
Other expenses   0,611   1,611  671   1,155  5,517 
      
  267,601   228,924  061,470   117,189  462,134 
      
Operating income  061,521   143,236  44,144   37,611  119,731 

      
Financing expenses  76,151   73,712  45,245   66,972  127,665 
Financing income (06,276)  (31,945)  (05,444)  (35,548)  (33,955)  

Financing expenses, net  64,746   41,767  24,262   31,424  93,711 
      
Income before tax  41,127   111,469  04,147   6,186  26,121 
      
Tax on income  7,646   19,342  2,461   2,818 (8,681)  

      
Income for the period  16,412   82,127  02,647   3,368  34,711 

Attributable to:      
The Company's equity       
holders  16,256   79,946  02,674   1,716  32,678 
Non controlling interest  207   2,181  01   1,652  2,123 

      

Income for the period  16,412   82,127  02,647   3,368  34,711 

      
 
Earnings per share      
      
Basic earnings per share in 

dollars 1.046  1.186 1.124  1.114  1.176 

      
Diluted earnings per share in 

dollars 1.046  1.186 1.124  1.114  1.175 

      
 
 
 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Makhteshim-Agan Industries Ltd. 

 

Condensed Consolidated Interim Statement of Comprehensive Income for the 
 

 

 
 Six-month period ended Three-month period ended Year ended 

 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 

 

 

Income for the period  16,412   82,127  02,647   3,368  34,711 

      
Elements of other comprehensive 

income 

     

      
Foreign currency translation         
differences in respect of foreign 

activities (00,614)   7,264 (06,541)   13,242  14,229 
      
Effective portion of change in fair       
 value of cash flow hedges  02,411   13,223  6,061  (429)   33,129 

      
Net change in fair value of cash flow       
 hedged transferred to statement      

 of income (4,466)  (21,122)  (6,516)  (21,112)  (26,421)  
      

Actuarial gains (losses) from defined      
  benefit plan  444   311  0,066   5,847 (366)  
      
Taxes on elements of other       
comprehensive income (77)  (1,415)   057   1,745 (3,391)  

      
Total other comprehensive income       
 for the period, net of tax (7,607)  (749)  (02,110)   293  17,181 

      
Comprehensive income for the 

period  76,456   81,378 (414)   3,661  51,782 

      
Total comprehensive income 

attributable to: 
     

Company's equity holders  76,461   78,715 (221)   31  48,287 
Non controlling interest  617   2,663 (014)   3,631  3,495 

      
 Total comprehensive income for 

the period 
 76,456   81,378 (414)   3,661  51,782 

 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Makhteshim-Agan Industries Ltd. 

Condensed Consolidated Interim Statement of Changes in Equity  
 

 

 
      Company Total equity   

      shares held attributed to   

   Premium on Capital Retained by Company Company's Non controlling  
  Share capital shares reserves earnings and subsidiary equity holders interest Total equity 

  $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands 

 

For the six-month period ended June 30, 2010 (Unaudited)         

         

Balance at January 1, 2010  125,563   623,861   23,732   731,401  (245,548)  1,259,009   17,754   1,276,763  

 

Other comprehensive income for the period         

Income for the period  -   -   -   16,256   -   16,256   207   16,412  

Elements of other comprehensive income         

Foreign currency translation differences in respect of foreign activities         

Effective part of change in fair value of cash flow hedges  -   -  (00,574)   -   -  (00,574)   241  (00,614)  

Net change in fair value of hedged cash flow transferred to  -   -   02,411   -   -   02,411   -   02,411  

 statement of income  -   -  (4,466)   -   -  (4,466)   -  (4,466)  

Actuarial losses from defined benefit plan  -   -   -   444   -   444   -   444  

Taxes on elements of other comprehensive income  -   -   046  (222)   -  (77)   -  (77)  

Total other comprehensive income for the period, net of tax  -   -  (1,614)   777   -  (7,117)   241  (7,607)  

Comprehensive income for the period  -   -  (1,614)   14,142   -   76,461   617   76,456  

         

Exercise of employee options  06  (06)   -   -   -   -   -   -  

Expenses for employee options  -   -   -   2,476   -   2,476    2,476  

Dividend to non controlling shareholders  -   -   -   -   -   -  (426)  (426)  

Acquisition of non controlling interest  -   -   -   -   -   -  (774)  (774)  

         

Balance at June 30, 2010  026,675   526,141   06,041   101,401  (246,641)   0,667,442   07,152   0,664,614  

 

 

 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Makhteshim-Agan Industries Ltd. 

Condensed Consolidated Interim Statement of Changes in Equity  
 

 

 
      Company Total equity   

      shares held attributed to   

   Premium on Capital Retained by Company Company's Non controlling  
  Share capital shares reserves earnings and subsidiary equity holders interest Total equity 

  $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands 

 

For the six-month period ended June 30, 2009 (Unaudited)          

          

Balance at January 1, 2009   125,542  623,882  7,916  759,544 (245,548)   1,271,326  15,351  1,286,677 

 
Other comprehensive income for the period         

Income for the period  -  -  -  79,946  -  79,946  2,181  82,127 

Elements of other comprehensive income         

Foreign currency translation differences in respect of foreign activities  -  -  6,779  -  -  6,779  485  7,264 

Effective part of change in fair value of cash flow hedges  -  -  13,226  -  -  13,226 (3)  13,223 

Net change in fair value of hedged cash flow transferred to         

 statement of income  -  - (21,122)   -  - (21,122)   - (21,122)  

Actuarial losses from defined benefit plan  -  -  -  311  -  311  -  311 

Taxes on elements of other comprehensive income  -  - (1,414)  (11)   - (1,415)   - (1,415)  

Total other comprehensive income for the period, net of tax  -  - (1,521)   291  - (1,231)   482 (749)  

Comprehensive income for the period  -  - (1,521)   81,236  -  78,715  2,663  81,378 

 
Exercise of employee options   21 (21)   -  -  -  -  -  - 

Expenses for employee options   -  -  -  3,285  -  3,285  -  3,285 

Tax benefits from employee options   -  -  25  -  -  25  -  25 

Dividend to non controlling shareholders   -  -  -  -  -  - (1,168)  (1,168)  

First time consolidation   -  -  -  -  -  -  3,399  3,399 

          

Balance at June 30, 2009   125,563  623,861  6,411  843,165 (245,548)   1,353,351  21,345  1,373,696 

 

 

 

  

 

 

 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Makhteshim-Agan Industries Ltd. 

Condensed Consolidated Interim Statement of Changes in Equity  
 

 

 
      Company Total equity   

      shares held attributed to   

   Premium on Capital Retained by Company Company's Non controlling  
  Share capital shares reserves earnings and subsidiary equity holders interest Total equity 

  $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands 

 

For the three-month period ended June 30, 2010 (Unaudited)         

         

Balance at April 1, 2010 026,656  526,164   21,562   116,426  (246,641)   0,666,460   07,245   0,666,077  

 
Other comprehensive income for the period         

Income for the period  -   -   -   02,674   -   02,674   01   02,647  

Elements of other comprehensive income         

Foreign currency translation differences in respect of foreign activities  -   -  (06,445)   -   -  (06,445)  (212)  (06,541)  

Effective part of change in fair value of cash flow hedges  -   -   6,061   -   -   6,061   -   6,061  

Net change in fair value of hedged cash flow transferred to         

 statement of income  -   -  (6,516)   -   -  (6,516)   -  (6,516)  

Actuarial losses from defined benefit plan  -   -   -   0,066   -   0,066   -   0,066  

Taxes on elements of other comprehensive income  -   -   406  (241)   -  057  - 057 

Total other comprehensive income for the period, net of tax  -   -  (06,414)   116   -  (02,644)  (212)  (02,110)  

Comprehensive income for the period  -   -  (06,414)   06,254   -  (221)  (014)  (414)  

         

 

          

Exercise of employee options   00  (00)   -   -   -   -   -   -  

Expenses for employee options   -   -   -   0,760   -   0,760   -   0,760  

          

Balance at June 30, 2010   026,675   526,141   06,041   101,401  (246,641)   0,667,442   07,152   0,664,614  

 

 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Makhteshim-Agan Industries Ltd. 

Condensed Consolidated Interim Statement of Changes in Equity  
 

 

 
      Company Total equity   

      shares held attributed to   

   Premium on Capital Retained by Company Company's Non controlling  
  Share capital shares reserves earnings and subsidiary equity holders interest Total equity 

  $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands 

 

For the three-month period ended June 30, 2009 (Unaudited)          

          

Balance at April 1, 2009  125,551  623,874  12,595  835,448 (245,548)   1,351,919  13,666  1,365,585 

 
Other comprehensive income for the period         

Income for the period  -  -  -  1,716  -  1,716  1,652  3,368 

Elements of other comprehensive income         

Foreign currency translation differences in respect of foreign activities  -  -  11,248  -  -  11,248  1,994  13,242 

Effective part of change in fair value of cash flow hedges  -  - (414)   -  - (414)  (15)  (429)  

Net change in fair value of hedged cash flow transferred to         

 statement of income  -  - (21,112)   -  - (21,112)   - (21,112)  

Actuarial losses from defined benefit plan  -  -  -  5,847  -  5,847  -  5,847 

Taxes on elements of other comprehensive income  -  -  3,192 (1,347)   -  1,745  -  1,745 

Total other comprehensive income for the period, net of tax  -  - (6,186)   4,511  - (1,686)   1,979  293 

Comprehensive income for the period  -  - (6,186)   6,216  -  31  3,631  3,661 

 
Exercise of employee options  13 (13)   -  -  -  -  -  - 

Expenses for employee options  -  -  -  1,411  -  1,411  -  1,411 

Tax benefits from employee options  -  -  1  -  -  1  -  1 

Dividend to non controlling shareholders  -  -  -  -  -  - (351)  (351)  

Initial consolidation  -  -  -  -  -  -  3,399  3,399 

         

Balance at June 30, 2009  125,563  623,861  6,411  843,165 (245,548)   1,353,351  21,345  1,373,696 

 

 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Makhteshim-Agan Industries Ltd. 

Condensed Consolidated Interim Statement of Changes in Equity 
 

 
      Company Total equity   

      shares held attributed to   

   Premium on Capital Retained by Company Company's Non controlling  
  Share capital shares reserves earnings and subsidiary equity holders interest Total equity 

  $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands $ thousands 

 

For the year ended December 31, 2009         

         

Balance at January 1, 2009 (Audited)  125,542   623,882   7,906   759,544  (245,548)  1,271,326   15,351   1,286,677  

         

Other comprehensive income for the period         

Income for the period  -   -    32,678   -   32,678   2,023   34,701  

Elements of other comprehensive income         

Foreign currency translation differences in respect of foreign activities  -   -   12,757   -   -   12,757   1,472   14,229  

Effective part of change in fair value of cash flow hedges  -   -   33,029   -   -   33,029   -   33,029  

Net change in fair value of hedged cash flow transferred to         

 statement of income  -   -  (26,420)  -   -  (26,420)  -  (26,420) 

Actuarial losses from defined benefit plan    -  (366)  -  (336)  -  (366) 

Taxes on elements of other comprehensive income  -   -  (3,567)  176   -  (3,391)  -  (3,391) 

Total other comprehensive income for the period, net of tax  -   -   15,799  (190)  -   15,609   1,472   17,081  

Comprehensive income for the period  -   -   15,799   32,488   -   48,287   3,495   51,782  

 

Exercise of employee options  21  (21)  -   -   -   -   -   -  

Options granted to employees  -   -   -   8,658   -   8,658   -   8,658  

Tax benefit in respect of employee options  -   -   27   -   -   27   -   27  

Dividend to equity holders  -   -   -  (69,289)  -  (69,289)  -  (69,289) 

First time consolidation  -   -   -   -   -   -   3,399   3,399  

Dividend to non controlling interest  -   -   -   -   -   -  (1,665) (1,665) 

Acquisition of non controlling interest  -   -   -   -   -   -  (2,826) (2,826) 

         

Balance at December 31, 2009  125,563   623,861   23,732   731,401  (245,548)  1,259,009   17,754   1,276,763  

 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Makhteshim-Agan Industries Ltd. 
 

Condensed Consolidated Interim Statement of Changes in Cash Flows for the 
 
 
 Six-month period ended Three-month period ended Year ended 

 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 
 

Cash flows from operating       
 activities      
Income for the period  16,412   82,127  02,647   3,368  34,711 
      
Adjustments:       
Depreciation and amortization  66,214   47,797  25,771   24,518  111,111 

Depreciation (appreciation)       
of long-term investments  -   312  -  (71)   - 
Capital loss (gain) from sale of       
property, plant and equipment      
and other assets, net (711)   1,457 (44)   1,488  426 
Amortization of discount/       
 premium and issue costs  007  (6)  54  (27)  (73)  

Expenses for employee options  2,476   3,285  0,760   1,411  8,658 

Revaluation of put options  -   173  -   87  355 
Adjustment of long-term 
liabilities (22,662)   3,761 (60,245)   72,543  59,559 
SWAP transaction  6,460   1,319  5,744  (26,221)  (15,886)  
Change in provision for tax and       
income tax prepayments,  net (5,167)   23,382  5,701   16,762  31,837 
Change in deferred taxes, net (5,772)  (16,661)  (6,611)  (16,866)  (51,648)  
      
Changes in items of assets      
and liabilities      
Decrease (increase) in trade       
receivables and debit balances  0,412  (83,272)   265,610   111,644 (51,491)  

Decrease (increase) in       
inventories  56,165   175,865 (2,576)   75,864  152,138 

Increase (decrease) in trade       
 payables and other payables      
and credit balances  006,241  (77,176)  (155)  (42,233)  (58,579)  

Change in provisions and       
 benefits for employees (2,162)  (3,142)  (4,272)   879 (2,382)  

Net cash provided by       
  operating activities  215,127   159,422  251,076   222,127  219,615 

      
Cash flows for investing      
activities      
Acquisition of property, plant 
and equipment (47,016)  (27,551)  (26,120)  (14,872)  (69,417)  

Additions to intangible assets (42,646)  (34,845)  (04,542)  (21,979)  (74,687)  

Short-term investments, net  7   119  6  (36)   66 
Repayment of (investment 
made in) long-term investment (6,254)   - (6,042)   -  213 
Proceeds from realization of 
property, plant and equipment      
 and intangible assets  241   377  052   37  2,982 
Acquisition of subsidiaries net      
of cash acquired (Appendix 1)  -  (12,941)   -  (13,114)  (12,941)  

Net cash used in      
investment activities (44,471)  (74,849)  (46,441)  (49,864)  (153,793)  
      

 

 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Makhteshim-Agan Industries Ltd. 
 

Condensed Consolidated Interim Statement of Changes in Cash Flows for the 
 
 Six-month period ended Three-month period ended Year ended 

 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 

 

Cash flows from financing 

activities 

     

Receipt of long-term loans       
from banks  00,411   295  704   124  272,592 
Repayment of long-term       
 loans and liabilities from      
banks and others, net (62,054)  (8,915)  (25,167)  (2,868)  (21,626)  
Decrease in short-term       
liabilities to banks (01,464)  (246,214)  (51,156)  (211,142)  (194,936)  
Settlement of SWAP 

transaction  -   18,111  -   18,111  18,111 
Dividend to non controlling       
shareholders in subsidiaries (202)  (582)  (202)  (582)  (1,418)  
Dividend to holders of equity  (6,155)   -  -   - (64,223)  
Issuance of debentures  -   285,749  -   -  285,749 
Acquisition of minority      
interest (0,474)  (888*)  (0,211)  (888*)  (3,451*)  

Net cash provided by       
 financing activities (61,611)   47,445 (17,521)  (186,356)   291,688 

      

Increase in cash and cash 

equivalents  066,077   132,118  066,156  (14,193)   347,511 

Cash and cash equivalents       
at beginning of period  652,461   214,921  611,642   361,131  214,921 

Cash and cash equivalents      

at the end of the period   706,517   346,938  706,517   346,938  562,431 

 

*  Reclassified, see also Note 3(1)(a). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Makhteshim-Agan Industries Ltd. 
 

Condensed Consolidated Interim Statement of Changes in Cash Flows for the 
 
 Six-month period ended Three-month period ended Year ended 

 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 

Supplementary information: 
      
Interest paid in cash (61,464)  (36,882)  (66,171)  (31,556)  (79,174)  
 

     

Interest received in cash  4,766   6,439  4,262   4,844  14,987 
 

     

Taxes paid in cash, net (20,602)  (14,952)  (06,761)  (7,665)  (9,626)  

 

 

 
 Six-month period ended Three-month period ended Year ended 

 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 

 
A. Investment in newly      

consolidated company       

      

Working capital (except for      

cash and cash equivalents)  -  (6,113)   -  (6,218)  (6,113)  

Property, plant and       

 equipment, net  - (9,981)   -  (9,891)  (9,981)  

Other assets, net  -  (1,629)   -  (1,554)  (1,629)  

Excess cost created upon       

 acquisition  -  (9,631)   -  (2,515)  (9,631)  

Short-term liabilities  -   3,376  -   -  8,154 

Long-term liabilities  -   7,627  -   3,754  2,949 

Non controlling interest  -   3,399  -   3,399  3,399 

      
  -  (12,941)   -  (13,114)  (12,941)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The notes to the condensed consolidated interim financial statements are an integral part thereof. 
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Note 1 - Reporting Principles and Accounting Policies 
 

A. The reporting entity 
 

(1) The Company is an Israel-resident company that was incorporated in Israel, and its official 

address is the Arava Building in Airport City Park.  The consolidated financial statements of 

the Company as at June 30, 2010 include those of the Company and its subsidiaries (together 

referred to as ï "the Group"). The Group operates in Israel and abroad and is engaged in the 

development, manufacture and marketing of agrochemicals, intermediate materials for other 

industries, food additives and synthetic aromatic products, mainly for export. The Company 

is held by Koor Industries Ltd. (hereinafter, ñKoorò). The Company's securities are listed for 

trading on the Tel Aviv Stock Exchange. 

 

(2) Sales of agrochemical products are directly dependent on the agricultural seasons and the 

cyclical pattern of the growing seasons and, therefore, the Companyôs income is not spread 

evenly throughout the year. Countries located in the northern hemisphere are characterized 

by the same timing of the agricultural seasons and, as a result, sales to these countries are 

usually highest in the first half of the year. In the southern hemisphere, the seasonal trends 

are the opposite and most of the local sales are made in the second half of the year, except 

for Australia where most of the sales are made in April through July. 

 The Companyôs worldwide operations act to balance out the seasonal impacts, even though 

the Companyôs sales are higher in the northern hemisphere. 

 

 

Note 2 - Basis for Financial Statement Preparation 
 

A. Declaration of compliance with International Financial Reporting Standards (IFRS) 

 

The condensed consolidated interim financial statements were prepared in accordance with IAS 34 ï 

Financial Reporting for Interim Periods and do not include all the information required for full annual 

financial statements.  They should be read in conjunction with the annual financial statements at and for 

the year ended December 31, 2009 (hereinafter "annual financial statements"). Additionally, these 

financial statements were prepared in accordance with the provisions of Chapter IV of the Securities 

Regulations (Periodic and Immediate Reports, 1970). 
 

The condensed consolidated interim financial statements were approved for publication by the Group's 

Board of Directors on August 10, 2010.  

 

B. Use of estimates and judgment 

 

When preparing condensed financial statements in conformance with IFRS, Company management is 

required to use judgment when making assessments, estimates and assumptions that affect the 

implementation of the policies and amounts of assets and liabilities, revenues and expenses. It is 

clarified that the actual results are likely to be different from these estimates. 

Management's judgment when applying the Group's accounting policies and key assumption used in 

estimates that involve uncertainty are consistent with those used in the annual financial statements. 

 

C. Reclassification 
 

1. On December 31, 2009, $19,000 thousand was reclassified from current trade receivables to 

non-current trade receivables. 
 

2. On December 31, 2009, $41,000 thousand was reclassified from current inventory to non-

current inventory (on June 30, 2009 - $25,900 thousand). As of June 30, 2010, the non-

current inventory is $29,800 thousand. 
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Note 3 - Significant Accounting Policies 
 

Except as provided in Sec. (1) below, the Group's accounting policies in its condensed consolidated 

interim financial statements are the policies that it applied in its annual financial statements. 

 

Presented below is a description of the changes in accounting policies instituted in the condensed 

consolidated interim financial statements and their effect: 

 

(1) First-time application of new standards 

 

A. Business combinations and transactions with non-controlling interests 

 

As from January 1, 2010 the Group implements IFRS 3 Business Combinations (2008) and IAS 27 

Consolidated and Separate Financial Statements (2008) (hereinafter ï IFRS 3 and IAS 27, 

respectively). 

 

The principal revisions are as follows:  

 

· The definition of a business has been broadened, so that more acquisitions will be treated as 

business combinations. 

· When a parent company loses control over a subsidiary, the residual holding after 

discontinuance of the consolidation is remeasured on the date of discontinuing the 

consolidation, at fair value, in the statement of income. 

· In business combinations achieved in stages, the difference between the fair value at the first 

date of consolidation and the carrying amount of the original investment at that date, is 

recognized in profit or loss. 

· Non-controlling interests will be measured at the date of the business combination at either 

fair value, or at their proportionate interest in the identifiable assets and liabilities of the 

acquiree, on a transaction-by-transaction basis. 

· Transactions with non-controlling interests while retaining control are accounted for as 

equity transactions, so that any difference between the consideration paid or received and the 

change in non-controlling interests is included in the share of the Companyôs owners in 

equity. 

· Costs associated with the acquisition that were incurred by the acquirer in respect of the 

business combination are accounted for as an expense in the period they are incurred and the 

services are received. 

· Contingent consideration is measured at fair value at the date of the business combination. 

Subsequent to the date of acquisition, changes in the fair value of a contingent consideration 

classified as a financial liability are recognized in profit or loss. 

· Goodwill is not to be adjusted in respect of the utilization of carry-forward tax losses that 

existed on the date of the business combination. 

· Income or loss and any part of other comprehensive income are allocated to the equity 

holders of the Company and the non-controlling interests, even when the result is a negative 

balance of the non-controlling interests. 

· The discounted exercise price of a put option granted by the Group to non-controlling 

interests is recognized as a financial liability. In subsequent periods, changes in value of the 

liability are recognized in profit or loss. 

· On the acquisition date the acquirer recognizes a contingent liability assumed in a business 

combination, even if it is not included in the financial statements of the acquiree, if there is a 

present obligation resulting from past events and its fair value can be reliably measured. 

· The definition of non-controlling interests has been broadened and includes in it additional 

components such as: the equity component of convertible debentures of subsidiaries, share-

based payments that will be settled with equity instruments of subsidiaries and share options 

of subsidiaries. 
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Note 3 - Significant Accounting Policies (cont'd) 
 

(1) First-time application of new standards (contôd) 

 

A. Business combinations and transactions with non-controlling interests (contôd) 

The revisions to the accounting policies that are described above are applied on a prospective basis. 

As discussed previously, transactions with non controlling interest while retaining control are treated 

as a capital transaction. 

Accordingly, the cash flows related to these transactions were reclassified as financing activities, 

whereas they had previously been classified in investing activities, conforming to the accounting 

policy chosen by the Group for the treatment of transactions with the minority shareholders.  The 

provisions of the Standard are applied prospectively. 

B. Leases 

Commencing January 1, 2010, the group applies the amendment to IAS 17 ï Leases, 

classification of land and building leases (hereinafter "the Amendment") that was 

published in the framework of the 2009 improvements to IFRS project. 

According to the Amendment there is no longer a requirement to classify land leases as 

operational leases whenever ownership is not expected to pass to the lessee at the end of 

the lease period.  According to the Amended Standard, the requirement is to evaluate the 

land lease based on the ordinary criteria for classification as a financing or operating 

lease. 

Likewise, it was provided that the elements of land and building in a land and building 

lease are examined separately for the purpose of classifying the leases, based on the 

ordinary Standard's criteria, with significant consideration in classifying the land element 

given to the fact that the land generally has an indefinite useful life. 

The Group leases land from the Israel Land Administration for a period of 49 years that 

was treated as operational leasing. As a result of applying the amendment, the group 

reclassified the land as financial leasing and presented the asset as fixed asset, since the 

Groupôs production factory is located on that land. 

As a result of retroactive application the group reclassified an amount of $3.5 million 

from non financial investments and other receivables to fixed assets as of December 31, 

2009 and  

June 30, 2009. 

The Group leases land in a non-capitalized lease from the Israel Lands Administration, 

for a 49-year period.  If certain conditions are fulfilled, the Group is entitled to extend the 

lease period for an additional 49 years.  Prior to the adoption of the Amendment, these 

leases were classified as operating lease. As a result of the adoption of the Amendment, 

the Group classified the land as leased under financing leases.  Since this involves land 

on which the Group's production facilities are located, they will be stated as fixed assets. 

Correspondingly, the Group recognizes a liability for the future minimum lease 

payments, which were discounted at a real interest rate of 5% as of the date of the 

execution date of the lease agreement with the Administration, based on the discount rate 

used by the Administration at such time. 

According to the provisions of IAS 17, the Group did not recognize an asset or liability 

for future payments to exercise the option to extend the lease period, since these 

payments constitute contingent lease fees, deriving from the fair value of the land on the 

future renewal date of the lease agreements. 
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Accordingly, the effect of the retroactive application of the Standard's provisions 

regarding the recording of fixed assets and the liability is immaterial. 
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Note 3 - Significant Accounting Policies (cont'd) 
 

(2) New standards and interpretations not yet adopted  
 

International Financial Reporting Standard IFRS 9, Financial Instruments (hereinafter ï 

"the Standard"). This standard is the first part of a comprehensive project to replace 

International Accounting Standard IAS 39 Financial Instruments: Recognition and 

Measurement (hereinafter ï "IAS 39") and it replaces the requirements included in IAS 

39 regarding the classification and measurement of financial assets. In accordance with 

the Standard, there are two principal categories for measuring financial assets: amortized 

cost and fair value, with the basis of classification for debt instruments being the entityôs 

business model for managing financial assets and the contractual cash flow 

characteristics of the financial asset. In accordance with the Standard, an investment in a 

debt instrument will be measured at amortized cost if the objective of the entityôs 

business model is to hold assets in order to collect contractual cash flows and the 

contractual terms give rise, on specific dates, to cash flows that are solely payments of 

principal and interest. All other financial assets are measured at fair value through profit 

or loss. Furthermore, embedded derivatives are no longer separated from hybrid contracts 

that have a financial asset host. Instead, the entire hybrid contract is assessed for 

classification using the principles above. In addition, investments in equity instruments 

are measured at fair value with changes in fair value being recognized in profit or loss.  
 

Nevertheless, the Standard allows an entity on the initial recognition of an equity 

instrument not held for trading to elect irrevocably to present fair value changes in the 

equity instrument in other comprehensive income where no amount so recognized is ever 

classified to profit or loss at a later date. Dividends on equity instruments measured 

through other comprehensive income are recognized in profit or loss unless they clearly 

constitute a return on an initial investment. The Standard removes financial liabilities 

from its scope. 
 

The Standard is effective for annual periods beginning on or after January 1, 2013 but 

may be applied earlier, subject to providing disclosure and at the same time adopting 

other IFRS amendments as specified in the Standard. The Standard is to be applied 

retrospectively other than in a number of exceptions as indicated in the transitional 

provisions included in the Standard. In particular, if an entity adopts the Standard for 

reporting periods beginning before January 1, 2012 it is not required to restate prior 

periods. 

The group has not examined yet the impact of the standard on the financial statements. 
 
 

Note 4 - Information on Operating Segments 
 

A. Products and services: 
 

The Group presents its segment reporting according to a primary format, which is based on a 

breakdown by the following business segments: 
() 

¶ Activity in the agrochemical products market (Agro) 

This is the main area of the Groupôs operation and includes the manufacture and marketing of 

conventional agrochemical products. 
 

¶ Non-Agro activity  

This field of activity includes a large number of sub-fields, including: Lycopan (an oxidization 

retardant), aromatic products, and other chemicals. It combines all the Companyôs activities not 

included in the agro-products segment. 
 

The basis of segmentation and the measurement basis for the segment profit or loss are the 

same as that presented in Note 32 regarding operating segments in the annual financial 

statement of 2009. 
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Note 4 - Information on Operating Segments (contôd) 
 

A. Products and services: (contôd) 

Segment results reported to the chief operating decision maker include items directly 

attributable to a segment as well at those that can be allocated on a reasonable basis. 

Unallocated items comprise mainly financing expenses, net. 

 
 For the six-month period ended June 30, 2010 (Unaudited) 

  Non-Agro   

 Agro activity activity Adjustments Consolidated 

 $ thousands $ thousands $ thousands $ thousands 
 

Statement of Income information:     

Revenues     

Sales outside the Group 0,266,241  41,120  -  0,624,150 

Inter-segment sales  -  2,566 (2,566)  - 

Total revenues  0,266,241  46,474 (2,566)  0,624,150 

     

Segmentôs results  064,147  00,415 (0,066)  061,521 
 

    

Income before tax     41,127 

 
 For the six-month period ended June 30, 2009 (Unaudited) 

  Non-Agro   

 Agro activity activity Adjustments Consolidated 

 $ thousands $ thousands $ thousands $ thousands 
 

Statement of Income information:     

Revenues     

Sales outside the Group 1,211,194  81,325  -  1,282,519 

Inter-segment sales  -  3,284 (3,284)  - 

Total revenues  1,211,194  84,619 (3,284)  1,282,519 

     

Segmentôs results  131,679  12,168 (611)  143,236 
 

    
Income before tax     111,469 

 
 For the three-month period ended June 30, 2010 (Unaudited) 

  Non-Agro   

 Agro activity activity Adjustments Consolidated 

 $ thousands $ thousands $ thousands $ thousands 
 

Statement of Income information:     

Revenues     

Sales outside the Group 664,416  45,641  -  511,446 

Inter-segment sales  -  0,404 (0,404)  - 

Total revenues  664,416  47,464 (0,404)  511,446 

     

Segmentôs results  61,514  5,204 (724)  44,144 
 

    

Income before tax     04,147 
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Note 4 - Information on Operating Segments (contôd) 
 

A. Products and services: (contôd) 

 
 For the three-month period ended June 30, 2009 (Unaudited) 

  Non-Agro   

 Agro activity activity Adjustments Consolidated 

 $ thousands $ thousands $ thousands $ thousands 
 

Statement of Income information:     

Revenues     

Sales outside the Group 521,379  39,872  -  561,251 

Inter-segment sales  -  1,126 (1,126)  - 

Total revenues  521,379  41,998 (1,126)  561,251 

     

Segmentôs results  31,216  6,691 (287)  37,611 
 

    
Income before tax     6,186 

 

 

 
 For the year ended December 31, 2009 (Audited) 

  Non-Agro   

 Agro activity activity Adjustments Consolidated 

 $ thousands $ thousands $ thousands $ thousands 
 

Statement of Income information:     

Revenues     

Sales outside the Group  2,042,170   172,446   -   2,214,616  

Inter-segment sales  -   5,317  (5,317)  -  

Total revenues  2,042,170   177,763  (5,317)  2,214,616  
     

     

Segmentôs results  96,590   22,419   721   119,730  
     

Income before tax     26,020  
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Note 4 - Information on Operating Segments (contôd) 
 

B. Sales distribution by geographic regions 
 
 Six-month period ended Three-month period ended Year ended 
 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 

 
Europe  566,565  633,317  250,061  265,692  939,472 

North America  245,116  244,361  025,655  121,117  412,244 

Latin America  220,721  242,684  016,041  98,843  541,897 

Asia Pacific and Africa  074,054  118,119  16,616  52,411  245,134 

Israel  46,616  44,159  22,144  23,299  86,969 

      
  0,624,150  1,282,519  511,446  561,251  2,214,616 

 

 

Note 5 - Additional Information 
 

1. On May 10, 2010 the Company issued a self prospectus under the terms of which the 

Company can offer to the public shares, non convertible debentures, convertible debentures, 

stock purchase warrants, debentures purchase warrants, and commercial paper. 

 

2. On May 11, 2010 the Companyôs Board of Directors resolved to allot through a trustee 

6,500,000 options to Company officers and to a Companyôs manager. The options are 

exercisable for ordinary shares of the Company, NIS 1 par value each. The exercise price of 

the options is NIS 20.22 per option.  The cost of the benefit embedded in the options when 

allotted, based on the fair value as at their grant date, amounted $7.7 million. 

The options will vest in three equal increments, where one-third of the options may be exercised 

one year after the record date, the second third of the options may be exercised two years after 

the record date, and the final third, three years after the record date. The options from each of 

these increments are exercisable commencing from the vesting date of each instalment and 

during a period of two years from such date.  

This amount is amortized to the statement of income over the vesting period of each 

increment. 

 

The fair value of the options granted, as above, is estimated using the Black & Scholes 

pricing model for options.  The parameters used in implementation of the model are as 

follows: 
Share price (NIS)    15.76 
Original exercise price (NIS)    21.22 
Expected fluctuations    43.12% 
Projected average life of the options (in years)    4.1 
Risk-free interest rate    3.55% 
Economic value at grant date (NIS thousands)    28,991 
Economic value at grant date ($ thousands)     7,716 
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Note 5 - Additional Information (cont'd) 
 

3. On May 11, 2010, the Companyôs board of directors resolved to not issue shares by means 

of rights to the Companyôs shareholders, which resolution in principle in its matter was 

adopted earlier by the board of directors on March 9, 2010. 

 

4. On June 27, 2010, the Company's board of directors approved the Company's undertaking in 

a memorandum of understanding dated June 13, 2010, whereby subject to the due diligence 

process, agreement and signing of a binding agreement between the parties and the 

fulfillment of suspending conditions, as stipulated in the binding agreement, the Company 

will acquire all of the issued and paid-up share capital of Albaugh Inc., a private company 

associated in the United States ("acquired company"), from shareholders holding all of the 

issued and paid-up share capital of the acquired company ("the seller").  Under the terms of 

the memorandum of understanding, in consideration for acquisition of all the issued and 

paid-up share capital of the acquired company, as well as all of its assets and liabilities, with 

the acquired company's net financial debt not exceeding $280 million on the transaction's 

closing date, the Company will pay to the seller the sum of $340 million in cash on the 

closing date, and $455 million will be paid in promissory notes of the seller, in seven equal 

annual interest-bearing installments.  Additionally, the seller will be allotted 59 million 

shares in the Company, which will constitute 12% of the issued and paid up share capital of 

the Company on a fully-diluted basis.   

 

5. In the ordinary course of business, legal claims were filed against subsidiaries, including two 

motions for class action recognition, as well as claims for patent infringement. In the 

estimation of  Company management, based, inter alia, on the opinions of its legal counsel 

regarding the prospects of the proceedings, the financial statements included appropriate 

provisions, where necessary, to cover the exposure resulting from these claims. 

 

A detailed description of the contingent liabilities pending against the Group appear in Note 

20 to the annual financial statements for 2009. 

 

Provided below are details of the significant changes that occurred in the legal proceedings 

to which the subsidiaries are a party. 

 

a. On March 24, 2010, a subsidiary in Brazil, Milenia, received a decision by the Ministry 

of Health in Brazil, whereby in administrative proceedings opened against it, 

administrative penalties were imposed on Milenia totaling immaterial amount. The 

Companyôs financial statements include an appropriate provision for these penalties. 

 

b. On April 8, 2010 BASF filed a lawsuit and motion for prohibitory injunction against the 

American subsidiary MANA, claiming that actions taken by MANA for future 

marketing of a product based on the Active Ingredient Fipronil, are allegedly patent 

infringement of a registered BASF patent. Within negotiated agreements that were 

achieved between BASF and MANA concerning the motion for prohibitory injunction, 

it was decided to postpone the hearing on the motion to the end of 2010. Based on the 

opinion of its legal counsel, and considering that MANA has not yet begun to market 

products based on the active ingredient Fipronil, MANA estimates that there will be no 

significant exposure from these proceedings. 
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Note 5 - Additional Information (cont'd) 

 
5. Cont'd 

 

c. In October 2007, a monetary suit against subsidiary in Israel, Makhteshim, with a motion 

for a class action recognition totalling NIS 1 billion (hereafter ï "the claim" and "the 

motion"), was filed in Beer Sheba District Court by three residents of the village Wadi El-

Naim claiming that damage to their health has apparently been caused by the Makhteshim 

factories in the Ramat Hovav Industrial Area, for various causes related to air pollution. 

On August 3, 2010, the plaintiffs filed a motion with the Beer Sheba District Court to 

postpone the claim and dismiss the motion for class action certification without an order 

for expenses. 

 

d. In 2003, a criminal complaint was filed against subsidiary in Israel, Makhteshim, and one 

of its directors by Adam, Teva VeDin (Israel Union for Environmental Defense). In the 

complaint, Makhteshim is accused that on several occasions during the years 1999 

through 2003, emissions of materials at prohibited concentrations were measured in the 

chimneys of its Ramat Hovav plant, creating severe pollution.  Hence, according to the 

complainant, Makhteshim created strong or unreasonable pollution, disturbing the 

people near the site, which, according to the complaint, constituted a crime under the 

Law to Prevent Hazards, 1961 (this crime is a serious liability crime that does not 

require proof of criminal intent).  On May 26, 2010, the Court ordered dismissal of the 

criminal proceedings in accordance with the compromise agreement signed by the 

parties, whereby Makhteshim will contribute $250 thousand to an environmental project 

to be run by Adam, Teva VeDin. 
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To the equity holders of Makhteshim-Agan Industries Ltd. 
 

Special Auditors' Report on Separate Interim Financial Information according to 

Regulation 38D of the Securities Regulations (Periodic and Immediate Reports), 1970 

 

Introduction 

 

We have reviewed the separate interim financial information presented in accordance with 

Regulation 38D of the Securities Regulations (Periodic and Immediate Reports), 1970 of 

Makhteshim-Agan Industries Ltd. ("the Company") as at June 30, 2010 and for the six-month 

and three-month periods then ended. The separate interim financial information is the 

responsibility of the Companyôs Board of Directors and of its Management. Our 

responsibility is to express a conclusion on the separate interim financial information based 

on our review. 

 

We did not review the separate interim financial information of investee companies the 

investment in which amounted to $89.6 million as at June 30, 2010, and the profit (loss) from 

these investee companies amounted to $9.3 million and $4.9 million for the six and three 

month periods then ended, respectively. The financial statements for those companies was 

reviewed by other auditors whose review reports thereon were furnished to us, and our 

conclusion, insofar as it relates to amounts emanating from the financial statements of such 

companies, is based solely on the said review reports of the other auditors. 

 

Scope of review 
 

We conducted our review in accordance with Review Standard 1 of the Institute of Certified 

Public Accountants in Israel "Review of Financial Information for Interim Periods Prepared 

by the Auditor of the Entity". A review of separate interim financial information consists of 

making inquiries, primarily of persons responsible for financial and accounting matters, and 

applying analytical and other review procedures. A review is substantially less in scope than 

an audit conducted in accordance with generally accepted auditing standards in Israel, and 

consequently, does not enable us to obtain assurance that we would become aware of all 

significant matters that might be identified in an audit. Accordingly, we do not express an 

audit opinion.  

 

Conclusion 
 

Based on our review and on the review reports of the other auditors, nothing has came to our 

attention that cause us to believe that the accompanying separate interim financial 

information was not prepared, in all material respects, in accordance with Regulation 38D of 

the Securities Regulations (Periodic and Immediate Reports), 1970. 

 

Somekh Chaikin 

Certified Public Accountants 
 

August 10, 2010 
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   June 30 June 30 December 31 

   2010 2114 2114 

     (Unaudited) (Unaudited) (Unaudited) 

   $ thousands $ thousands $ thousands 

 

Current assets     

Cash and cash equivalents   1,166   19,183   3,911 

Short-term investments   46,053   -   18,185 

Prepaid expenses   267   406   52 

Other receivables and investee companies   119,977   43,729   73,271 

Derivatives   8,912   31,517   67,999 

Deferred tax assets   894   539   896 

     

Total current assets    177,269   95,374   164,214 

     

Long-term investments, loans and receivables     

Balance of investee companies   1,249,756   1,300,002   1,272,753 

Loans to investees   901,039   892,993   813,543 

Derivatives   26,005   20,540   31,197 

     

   2,176,800   2,213,535   2,117,393 

     

Fixed assets, net   1,603   1,517   1,488 

     

Intangible assets, net   1,762   1,620   1,658 

     

Deferred tax assets   915   2,192   914 

     

Total non-current assets   2,181,080   2,218,864   2,121,453 

     

Total assets   2,358,349   2,314,238   2,285,657 
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   June 30 June 30 December 31 

   2010 2009 2009 

   (Unaudited) (Unaudited) (Unaudited) 

   $ thousands $ thousands $ thousands 

 

Current liabilities     

Current maturities of debentures  10,274  -  83,481 

Other payables and investee companies   02,740   11,976  21,958 

Derivatives   21,615   1,668  359 

     

Total current liabilities   022,670   13,644  115,797 

     

Long-term liabilities     

Debentures   146,114   943,159  916,541 

Other long-term liabilities   -   583  - 

Employee benefits   2,447   3,611  4,311 

     

Total non-current liabilities   141,665   947,243  921,851 

     

Total liabilities   0,121,417   961,887  1,126,648 

     

Equity     

Share capital   026,675   125,563  125,563 

Premium on shares   526,141   623,861  623,861 

Reserves   06,041   6,411  23,732 

Retained earnings   101,401   843,165  731,411 

Treasury shares  (246,641)  (245,548)  (245,548)  

     

Total equity attributable to equity holders of the Company   0,667,442   1,353,351  1,259,119 

     

Total liabilities and equity   2,661,644   2,314,238  2,285,657 

 

 

 

 

 

 

 

 

 

Avraham Bigger Erez Vigodman Aviram Lahav 

Chairman of the Board of Directors Chief Executive Officer Chief Financial Officer 

   

 

Date the financial statements were approved: August 10, 2010 
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Makhteshim-Agan Industries Ltd. 

 

Condensed Interim Information on Income  

 

 
 Six-month period ended Three-month period ended Year ended 

 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 

 

 
Revenues      
Management fees from 
investees  01,164   9,843  6,442   4,189  16,152 

      
Expenses      

General and administrative 

expenses  05,746   12,494  4,454   5,312  25,516 

Operating loss (5,740)  (2,651)  (6,477)  (1,223)  (9,454)  

      

Financing expenses  64,005   38,616  67,121   71,132  111,669 

Financing income (60,017)  (36,838)  (66,060)  (71,912)  (111,629)  

Financing expenses 

(income), net  6,114   1,778  6,147  (781)   41 

      

Loss after financing 

expenses, net (4,761)  (4,429)  (4,174)  (443)  (9,494)  

      

Income from investees  40,140   84,672  21,166   2,148  42,868 

      

Income before tax  12,140   81,243  01,410   1,615  33,374 

      

Tax expenses (0,074)   297 (0,641)  (111)   696 

      

Income for the period       

attributed to equity holders 

of the Company  16,256   79,946  02,674   1,716  32,678 
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Condensed Interim Information on Comprehensive Income  

 

 
 Six-month period ended Three-month period ended Year ended 

 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 

 
Income for the period       

attributed to equity holders 

of the Company  16,256   79,946  02,674   1,716  32,678 

      
Elements of other 

comprehensive income 
     

Effective part of change in fair       
 value of cash flow hedges (5,714)   12,551 (7,177)   24,125  23,965 
Net change in fair value of       
 hedged cash flow transferred to      
 statement of income  6,461   5,165  5,746  (22,374)  (1,946)  
Actuarial gains (losses) from       
defined  benefit plan  0,666  (195)   0,212   134 (292)  

Other comprehensive income      

from investees (7,116)  (14,372)  (02,546)  (3,111)  (1,126)  
Taxes on elements of other       
comprehensive income  2  (4,381)  (25)  (471)  (4,992)  

      
Total other comprehensive       
income for period, net of tax (7,117)  (1,231)  (02,644)  (1,686)   15,619 

      

Income for the period       

attributed to equity holders 

of the Company  76,461   78,715 (221)   31  48,287 
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Makhteshim-Agan Industries Ltd. 

 

Condensed Interim Information on Cash Flows for the 

 

 
 Six-month period ended Three-month period ended Year ended 

 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 

 
Cash flows from operating       

 activities      

Income for the period attributed       

 to equity holders of Company  16,256   79,946  02,674   1,716  32,678 

      

Adjustments      

Income from investees (40,140)  (84,672)  (21,166)  (2,148)  (42,868)  

Depreciation and amortization  751   626  416   334  1,319 

Amortization of discount/       
 premium and issue costs  007  (6)  64  (27)  (73)  

Expenses for employee options  2,476   3,285  0,760   1,411  8,658 

Adjustment of long-term       

 liabilities (22,662)   3,761 (31,246)  72,543  59,559 

SWAP transaction  6,460   1,319  6,794  (26,221)  (15,886)  

Change in provision for tax and       
income tax prepayments,  net  2  (71)  (466)  (129)  (426)  

Change in deferred taxes, net  -   284  264  (8)  951 

      

Changes in asset and liability      

items      

Decrease (increase) in trade       

receivables and debit balances  67,076  (31,888)   52,742  (31,414)  (57,651)  

Increase (decrease) in other      

payables and credit balances  24,145  (45,114)   12,431  (43,542)  (41,417)  

Change in provisions and       

 benefits for employees (661)  (13)  (444)   294  599 

      

Adjustments and changes in      

asset and liability items due to      

transactions with investee (64,450)   122,915 (07,644)  (17,692)   71,496 

      

Net cash provided by (used       
  in) operating activities  26,466   51,472  25,244  (44,783)   16,949 

      

Cash flows for investing      

activities      

Acquisition of fixed assets (617)  (76)  (241)  (71)  (232)  

Additions to intangible assets  (511)  (594)  (442)  (319)  (1,141)  

Short-term investments (27,451)   - (0,144)   - (18,185)  

Net cash provided by       

Net cash provided by (used in)      

investing activities from       

investees  7,660  (334,921)  (26,661)  (125,946)  (232,958)  

      

Net cash provided by (used       
  in) investing activities (20,514)  (335,591)  (27,654)  (126,335)  (252,415)  
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Condensed Interim Information on Cash Flows for the 

 

 
 Six-month period ended Three-month period ended Year ended 

 June 30 June 30 June 30 June 30 December 31 
 2010 2009 2010 2009 2009 

 (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited) 

 $ thousands $ thousands $ thousands $ thousands $ thousands 

 
      

Cash flows from financing       

 activities      

Issuance of debentures      

net of issue costs  -   285,749  -   -  285,749 

Settlement of SWAP 

transaction 

 -   18,111  -   18,111  18,111 

Dividend to holders of equity  (6,155)   -  -   - (64,934)  

      

Net cash provided by (used      

in) financing activities (6,155)   313,749  -   18,111  238,815 

      

Net increase (decrease) in       

cash and cash equivalents (2,766)   18,631 (0,021)  (153,118)   3,349 

      

Cash and cash equivalents       

at beginning of period  6,410   552  2,215   172,311  552 

      

Cash and cash equivalents      

at end of the period   0,055   19,183  0,055   19,183  3,911 

      

Supplementary 

information: 

     

      

Interest paid in cash (27,426)  (25,315)  (27,426)  (25,315)  (52,779)  
      

Interest received in cash  7   25  -   12  35 
      

Taxes paid in cash, net (21) (81)  (06)  (22)  (113)  
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Makhteshim-Agan Industries Ltd. 

 

Notes to the Condensed Financial Statements as at June 30, 2010 

 

 

 

Note 1 - General 
 

The separate interim financial information is presented in accordance with Regulation 38D of 

the Securities Regulations (Periodic and Immediate Reports), 1970, and does not include all the 

information required by Regulation 9C and the 10
th
 Addendum to the Securities Regulations 

(Periodic and Immediate Reports), 1970 regarding the separate financial information of a 

corporation. It should be read in conjunction with the separate financial information as of and 

for the year ended December 31, 2009 and in conjunction with the consolidated interim 

financial statements as of June 30, 2010 ("the consolidated financial statements"). 

 

In this interim financial information: 

 

(1) The Company - Makhteshim-Agan Industries Ltd. 

(2) Subsidiaries - Companies, including partnerships, whose financial statements are 

fully consolidated, directly or indirectly, with the financial statements 

of the Company. 

(3) Investee companies - Subsidiaries and companies, including partnerships or joint ventures, 

the Company's investment in which is included in the financial 

statements, directly or indirectly, on the basis of equity. 

 

 


