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Makhteshim Agan Industries Ltd.

Board of Directors' Report for the quarter ended June 30, 2010

The board of directors of the Company is pleased to present the Board of Directors' Report on the
state of the ConmpOaz20i0dasd foathd saximorsh peribd edding on that date
("the Reporting Period")The Board of Directors' Report for the reporting period is limited in scope
and should be reviewed together with the periodic report for 2009.

A.

1.

Board of Directors explandions on the state of the Company's affairs

Brief description of the Company and its business environment

Makhteshim Agan Industries Ltd. and its subsidiaries ("the Company") specialize in the
chemical industry and as at the reporting date, focuses nsinoa the agriculture related
chemical industry (agrochemicalshAs such, the Company develops, manufactures and
markets crop protection producturthermore, the Company has other operations which are
based on its core capacities (in the agricultunal ehemical industries), the scope of which,

as at the reporting date, is insignificaAt. the reporting date the Company is the leading
global generic manufacturer of crop protection products, and sells its products in more than
100 countries worldwideThe Company's key success factors are its goodwill, Kmmww
excellent technicathemical capacities, expertise in product licensing, adherence to stringent
ecological standards, strict quality control, global marketing and distribution system and
financial robustness. Steady and consistent R&D investment facilitates launching of new
generic products at opportune times.

The Company's business strategy and goals in the generic plant protection market focuses
mainly on (1) reinforcing and establishinggsence in the markets in which it operates and
expanding its share in potentially high growth markets; (2) continued growth based on the
Company's existing product portfolio and its ability to launch new products; (3) steady
improvement of the Company's emational capacities allowing efficient and competitive
production; and (4) growth through the acquisition of companies and rights in products that
will enable the Company access to new customers and madetse same time, as an
agrochemical companythe Company constantly examines opportunities for growth and the
expansion of its operations in its areas of expertise, agriculture and chemicals, and as part of
this effort, it from time to time examines involvement and investment in its core operations



and overlapping operations, subject to the policies and decisions of the Company's board of
directors and management, and the financial feasibility of such investments and operations.

Brief overview of the changes in the business environment

In the secondjuarter of 2010 the Company presented growth greater than that of the other
major companies in the industry, and particularly the increase in turnover. Nonetheless, the
Company has been and is dealing with challenges typical of the crop protection roariget d

the reporting period and the quarter, such as:

1.

The cold winter in the northern hemisphere (especially in Europe and North America)
which caused a delay in the opening of the agricultural season and delayed the timing of
sales.Commencing from the endf the first quarter and during the second quarter,
weather conditions in some of the regions improved as did the sales of crop protection
products.

The trend of decreasing inventory levels in the distribution channels continued among
most companies ithe industry, in contrast to the high inventory level that were typical
of the market in 2009.

The average sales prices on the market in general and for the Company's products in
particular (including of Glyphosate) decreased, compared with the cordisgon
guarter of the previous yealt is noted that this downward trend in price was for the
most part recorded during the course of 2009 (and in particular during the second and
third quarters of 2009As of fourth quarter of 2009 and during the repatperiod, the

prices of some of the Company's products stabilized.

Based on the trends reported by the Company in the past, the cost of raw materials
began to decline, leading to savings in sales costs compared with the corresponding
qguarter of the previgs year. It is noted that this trend, which was for the most part
recorded during the course of 2009, slowed down and was halted during the course of
2010 so that, compared with the previous quarter, the prices recorded for raw materials
stabilized.

Stablity in the long term basic trends affecting the crop protection product segment,
including stabilizing of the scale of planted areas and the high prices (in aamulial
comparison) of agricultural produce, which is expected to continue and to support t
demand for crop protection products.

On June 27, 2010 the Company's board of directors approved the Company signing a
Memorandum of Understanding according to which, subject to a feasibility study, the
approval and signing of a binding contract betwelke parties and the fulfillment of
contingent conditions as will be stipulated in the binding contract, the Company will acquire
all the issued and patgp share capital of Albaugh In€:Albaugh”). To the best of the
Company's knowledge, Albaugh is thardest manufacturer of generic crop protection
products in North and South America and sells its products in some 50 countries worldwide,
controlling a significant market share.

For further information on this matter see the chapter on material charthesanations in
the Corporation's businesses.



2. Results of Operationss Condensed Statement of Income

Statements of Income for Q2 (in USD millions):

Apr-June Apr-June % of
% 2010 % 2009 Change | Change
Revenues 600.9 560.3 407 7.3%
Gross profit 29.1% 175. 1| 27.6%| 154.8 20. 3 13%1
R&D, Sales and General and
Administrative expenses 21.8% 131. 0| 20.9%| 117.2 13.8 11%8
Operating profit (EBIT) 7.3% 44.1 6.7% | 37.6 6.5 17%3
Financing expenses, net 4.9% 29.3 5.6% | 31.4 (2.2) (6.9%)
Pretax profit 2.5% 14.8 1.1%| 6.2 8.7 1 4%
Net profit after norcontrolling
interest 2 %1 12. 4 0.3% | 1.7 10. 7| 62 26 4
EBITDA: 11% | 70. 9 | 10.8%| 60.5 10. 4 17%2
Statements of Income for first half of 2010 (in USD millions):
Jan-June Jan-June % of
% 2010 % 2009 Change | Change
Revenues 1,324.1 1,282.5 415 3.2%
Gross profit 30.8% 407.9 | 29.0% 372.2 35. 8 9 %6
R&D, Sales and General and
Administrative expenses 19.4% 2573 17.8% 228.9 28. 4 12%4
Operating profit (EBIT) 11.4% 150.6 11.2% 143.2 74 5.2%
Financing expenses, net 45% 59.8 3.3% 41.8 18.0 43.2%
Pretax profit 6.9% 90.8 7.9% 101.5 (106) (10.5%)
Net profit after norcontrolling
interest 6.3% 833 6.2% 79.9 33 4.2%
EBITDA: 15.4% 203. 6 | 147% 188.9 14.8 7 .98

3.  Analysis of Results of Business Operations

A.

Segmentationof Revenue based on Geographic Region

The Company's sales in the second quarter of 2010 amounted to USD 600.9 million,
compared with USD 560.3 million in the corresponding period of the previous year.
Most of the growth in the Company's turnover steminaa the sale of crop protection
products which amounted to USD 554.4 million for the quarter, compared with USD
520.4 million in the corresponding quarter of the previous y€he growth in the
Company's turnover stemmed from the increase in salesneobf crop protection
products in most of its areas of operations and were offset, in part, by the decline in the
Company's average sales prices (also for Glyphosate) compared with the prices in the
corresponding quarter last year, as well as the dev@tuat the Euro against the USD,
which reduced the dollar value of the Company's sales in this currency.



For specific information pertaining to the trends in the key areas of operation see below.

Breakdown of Quarterly Salés USD millions

Apr-June Apr-June % of
% 2010 % 2009 Change Change
Europe 43.5% 261.2 47.4% 265.7 (4.5) (1.7%)
Latin America 17.5% 105.1 17.6% 98.8 6.3 6.4%
North America 21.0% 126.4 21.4% 120.0 6.4 5.3%
Asia, Pacific and
Africa 14.2% 85.4 9.4% 52.4 33.0 62.9%
Israel 3.8% 22.9 4.2% 23.3 (0.4) (1.7%)
Total 100.0% 600.9 100.0% 560.3 40.7 7.3%
Breakdown of Periodic Salés USD millions
Jan-June Jan-June % of
% 2010 % 2009 Change Change
Europe 47.9% 633.7 49.4% 633.3 0.3 0.1%
Latin America 16.7% 221.7 18.9% 242.7 (21.0) (8.6%)
North America 18.6% 246.0 19.1% 244.4 1.6 0.7%
Asia, Pacific and
Africa 13.5% 179.2 9.2% 118.0 61.2 51.8%
Israel 3.3% 435 3.4% 44.2 (0.7) (1.5%)
Total 100.0% 1,324.1 100.0% 1,282.5 41.5 3.2%
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Europe The Company's sales in the second quarter of 2010 amounted to USD 261.2
million, compared with the amount of USD 265.7 million in the corresponding period
of the previous yearThe decreased stemmed mainly from(l) devaluation of
curencies, net of hedging offset in Europe, particularly the Euro against the USD; and
(2) decline in average sales prices of the Company's prodingsiecrease in turnover

was partially offset by an increase in the sales volume and due to the initial
incorporation of companies acquired in Eastern Europe during the course of the
corresponding quarter last year.

During the reporting period, turnover in Europe amounted to USD 633.7 million
compared to USD 633.3 million in the corresponding period of taqus year.

Latin America: Turnover for the second quarter of 2010 amounted to USD 105.1
million, compared with USD 98.8 million in the corresponding period of the previous
year, an increase of USD 6.3 million.

During the reporting period, turnover Latin America amounted to USD 221.7 million
compared to USD 242.7 million in the corresponding period of the previousTyear.
decrease in the turnover during the reporting period derived mainly from the decline in
prices, particularly of Glyphosate, wh was offset, in part, by the increase in sales
volume.

North America Turnover for the second quarter of 2010 amounted to USD 126.4
million, compared with USD 120.0 million in the corresponding period of the previous
year, an increase of USD 6.4 milioThe growth stemmed mainly from the increase in
sales volume of crop protection products which was offset by the decline in the average
sales prices for the Company's products.

During the reporting period, turnover in North America amounted to USD 24iBion
compared to USD 244.4 million in the corresponding period of the previous year, an
increase of USD 1.6 million.



Asia, Pacific and AfricaTurnover for the second quarter of 2010 amounted to USD
85.4 million, compared with USD 52.4 million in tlwrresponding period of the
previous year, an increase of USD 33.0 million, constituting a growth rate of 62.9%
compared with the corresponding period of the previous year.

During the reporting period, turnover in Asia, Pacific and Africa amounted to USD
179.2 million compared to USD 118.0 million in the corresponding period of the
previous year, an increase of USD 61.2 million.

The material growth in the turnover during the quarter and reporting period derive
mainly from an increase in the sales voluamel due to the expansion of operations in
India, which was partially offset by the drop in prices compared with the corresponding
quarter last year.

Israel The Company's turnover in the second quarter of 2009 amounted to USD 22.9
million, similar to the amount of USD 23.3 million in the corresponding period of the
previous yeatr.

During the reporting period, turnover in Israel amounted to USD 43.5 million similar to

the turnover of USD 44.2 million in the corresponding period of the previous year.

B. Analysis by Areas of Operation

Breakdown of Quarterly Salesby Areas of Operation, in USD millions

Apr-June Apr-June % of
% 2010 % 2009 Change Change
Crop protection
products 92% 3 554 . 4 92%9 520. 4 34.0 6 .%b
Other operations 7 %7 46.5 7 %l 39.9 6. 6 16%6

Breakdown of Semiannual Salesby Areas of Operation, in USD millions

Jan-June Jan-June % of
% 2010 % 2009 Change Change
Crop protection
products 931% 1,233 93.7% 1,201.2 32.0 2 %7
Other operations 6.9% 90. 8 6.3% 81.3 9.5 11%7

The Company's turnoven the second quarter of 2010 amounted to USD 46.5 million,
compared with USD 39.9 million in the corresponding period of the previous year.

During the reporting period, the Company's turnover from other operations amounted to
USD 90.8 million comparedo USD 81.3 million in the corresponding period of the
previous year, an increase of USD 9.5 million.



Gross Profit:

The Company's gross profit in the second quarter of 2010 amounted to USD 175.1
million (29.1% of turnover), compared with USD 154.8 il (27.6%) in the
corresponding period of the previous year.

The gross profit during the reporting period amounted to USD 407.9 million (30.8% of
turnover) compared with USD 372.2 million (29.0% of turnover) during the
corresponding quarter of the prewgoyear.

The increase in gross profit and profit margin during the second quarter and reporting
period stemmed from the following factors:

Increase in sales volume;
decline in raw material prices leading to decrease in sales costs;

Nonetheless, the d@te in the average sales prices of the Company's products
(particularly Glyphosate) compared to the prices in the corresponding quarter of the
previous year (notwithstanding the stabilization of sales prices in most regions during
the current quarter) wagartially offset by the foregoing impact of increased sales
volume and decreased sales costs.

Other than the impacts of special events that occurred during the corresponding quarter
last year (as set forth in the Board of Directors' Report for the quartiang June 30,

2009, as published on August 12, 2009the Special Events of the Corresponding
Period Last Year"), there was no change in the gross profit in a quarterly comparison.

Operating Profit:

The Company's operating profit in the second quarte2010 amounted to USD 44.1
million (7.3% of turnover), compared with USD 37.6 million (6.7%) in the
corresponding period of the previous year.

Other than the special events of the corresponding period last year, the operating profit
during the corregmding quarter last year amounted to USD 64.3 million (11.5% of the
turnover).

The operating profit during the reporting period amounted to USD 150.6 million (11.4%
of turnover) compared with USD 143.2 million (11.2% of turnover) last year.

Other than th special events the corresponding period last year, the operating profit
during the correspondinigalf last year amounted to USD 169.9 million (13.2% of the
turnover).

The operating expenses for the quarter amounted to USD 131.0 million (approximately
21.8% of turnover) compared with USD 117.2 million (approximately 20.9% of
turnover) during the corresponding quarter of the previous year.

The operating expenses during the reporting period amounted to USD 257.3 million
(19.4% of turnover) compared withSD 228.9 million (17.8% of turnover) last year.



The increase in operating expenses and in the operating expenses to turnover ratio
derives mainly from: (1) the revaluation of the currencies in which the Company
operates in relation to the USD; (2) thereased operations through new companies
(particularly in India); and (3) an increase in R&D expenses.

R&D expensesR&D expenses in the second quarter of 2010 amounted to USD 7.2
million, compared with USD 5.8 million in the corresponding period ofpite¥ious
year. During the reporting period the R&D expenses amounted to USD 14.5 million
compared with USD 10.4 million last year.

Selling Expensesthe selling expenses during the second quarter of 2010 amounted to
USD 97.2 million (16.2% of turnovergompared with USD 89.5 million (16.0% of
turnover) in the corresponding period of the previous yHEae. selling expenses during

the reporting period amounted to USD 199.5 million (15.1% of turnover) compared
with USD 177.6 million (13.8% of turnover)dayear.The increase in sales expenses
derives primarily from the strengthening of the currencies in which the Company
operates and from its operations through newly acquired companies.

General and Administrative Expensdsie general and administrativgpenses in the
second quarter of 2010 amounted to USD 26.4 million, compared with USD 21.5
million in the corresponding period of the previous y&arring the reporting period the
general and administrative expenses amounted to USD 44.7 million comptred
USD 40.6 million during the corresponding period last year.

Einancing Expenses

The financing expenses during the second quarter of 2010 amounted to USD 29.3
million, compared with USD 31.4 million in the corresponding period of the previous
year. 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, whth was offset in part due to the increase in the Company's debt
commitments.

The net financing expenses during the reporting period amounted to USD 59.8 million
compared with USD 41.8 million during the corresponding period of the previous year.
The incrase in financing expenses stemmed mainly from the increase in the Company's
debt commitments.

Income Tax:

Income tax expenses during the second quarter of 2010 amounted to USD 2.5 million
(which is 16.5% of pretax income), compared with USD 2.8 millidn6% of pretax
income) during the corresponding period of the previous Yteigrnoted that during the
corresponding period last year, tax expenses were recorded in the amount of USD 15.0
million for the distribution of dividends from overseas companfes further
information see section 24 of Chapter A of the Periodic Report dated March 10, 2010).



During the reporting period, income tax expenses amounted to USD 7.3 million (which
is 8.1% of pretax income), compared with USD 19.3 million (19.1% o&ypriecome)
during the corresponding period of the previous year.

G. Net Profit Attributed to the Companyds S

The Company's net profit in the second quarter of 2010 amounted to USD 12.4 million
(2.1% of turnover), compared with USD 1.7 million 3% of turnover) in the
corresponding period of the previous year.

Other than the special events of the corresponding period last year, the net profit during
the corresponding quarter last year amounted to USD 36.3 million (6.5% of the
turnover).

The netprofit during the reporting period amounted to USD 83.3 million (6.3% of
turnover) compared with USD 79.9 million (6.2% of turnover) during the corresponding
period of the previous year.

Other than the special events of the corresponding period lasthy@aet profit during
the corresponding period last year amounted to USD 114.5 million (8.9% of the
turnover).

H. EBITDA:

The EBITA during the second quarter of 2010 amounted to USD 70.9 million (11.8% of
turnover), compared with USD 60.5 million (10.8%tarnover) in the corresponding
period of the previous year.

Other than the special events of the corresponding period last year, the EBITDA during
the corresponding quarter last year amounted to USD 87.2 million (15.6% of the
turnover).

During the repding period the EBITDA amounted to USD 203.6 million (15.4% of
turnover) compared with USD 188.9 million (29.0% of turnover) during the
corresponding period of the previous year.

Other than the special events of the corresponding period last year, theABlifing
the corresponding period last year amounted to USD 215.6 million (16.8% of the
turnover).

4. Financial Standing and Liquidity

A. Operating Cash Flows
Operating cash flow during the second quarter of 2010 amounted to USD 268.2 million,
compared with USD 222.1 million in the corresponding period of the previous year.
The improvement in the operating cash flow during the quarter stemmed primarily from
the decrease in customer balances.



During the reporting period the cash flow amounted to USD 28dl®micompared
with USD 159.4 million during the corresponding period last year.

The improvement in the cash flow during the reporting period stemmed from the
decrease in accounts receivable, reduction in inventory and increase in accounts
payable.

Cashflow for Investment Activities

The Company's investments in the second quarter of 2010 amounted to USD 45.5
million, compared with USD 49.9 million in the corresponding period of the previous
year. These investments mostly include investments in proticensing, intangible
assets and in fixed asselsvestments in fixed assets, which included investments in
equipment and facilities, including facilities for environmental preservation and
protection, amounted to USD 25.8 compared with USD 14.9 millionthe
corresponding period last year.

During the reporting period investments amounted to USD 94.5 million compared with
USD 74.8 million during the corresponding period last year.

Free Cash Flow:

The Company's free cash flow (less stiertn investmen)sin the second quarter of
2010 amounted to a positive cash flow of USD 222.7 million, compared with a positive
cash flow of USD 172.3 million last yearhe increase in free cash flow derived from
the improvement in the current operating cash flows.

During the reporting period the free cash flow (less stewm investments) amounted

to USD 191.6 million compared with USD 84.5 million during the corresponding
period last yearThe increase in free cash flow derived from the improvement in the
current opeating cash flows as aforesaid.

Current Assets

The total current assets as at June 30, 2010 amounted to USD 2,395.1 million compared
with USD 2,143.8 million at June 30, 2009, and USD 2,305.0 million at December 31,
2009.

Investments in Fixed Assets

See cah flow chapter above.

Cash, Current Liabilities and Long-Term Loans

The Company's debt (bank loans and debentures) as at June 30, 2010 amounted to USD
1,466.4 million (of which 21.4% was shddrm debt), compared with USD 1,152.4
million (of which 15.2%was shorterm debt) at June 30, 2009.

1C



The Company's balance of cash and sterh investments as at June 30, 2010
amounted to USD 716.0 million compared with USD 347.3 million at June 30, 2009,
and USD 562.9 million at December 31, 2009.

The Company'siet debt (loans and debentures less balance of cash andesmort
investments) as at June 30, 2010 amounted to USD 750.4 million compared with USD
805.0 million at June 30, 2009, and USD 957.2 million at December 31, 2009.

The Company is committed to dlei by financial covenants towards certain banks and
as at the reporting date, the Company's financial position complies with its
commitments.

Shareholders’ Equity

The Company's shareholders equity as at June 30, 2010 amounted to USD 1,354.5
million compaed with USD 1,373.7 million at June 30, 2009 and USD 1,276.8 million

at December 31, 2009. The ratio of equity(including-oontrolling rights) to total
consolidated assets as at June 30, 2010 was 35%, and at June 30, 2009 it was 39.7% and
34.0% at Deamber 31, 2009.

The Company's issued and paid share capital as at June 30, 2010 is 474,764,660
ordinary shares of NIS 1 par value each.

Financial Ratios

At
Decen
At June 30 ber 31
2010 2009 2009
Ratio of current assets to currdiabilities (current ratio) 1.2 2.19 1.9
Ratio of current asset, excluding inventory, to current
liabilities (acidtest ratio) 1.20 1.22 1.1
Financial liabilities to total assets, gross 37.9% 33.3% | 40% 4
Financial liabilities to total edty 1083% 83.9% | 11 %

Financing Sources

The Company finances its business operations from its own resources as well as from
off-bank credit (mainly debentures), bank loans (short and long term), securitization of

customers and supplier credit.
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Summary of Key Developmats

See the chapter on Material Changes and Innovations in the Corporation's businesses.

1.

EUR/USD
USD/BRL
USD/PLN
USD/ZAR
AUD/USD
GBP/USD
USD/NIS

USD L 3M

Exposure to Market Risks and Means for their Management

General

The Company conducts its business in a number of business environments operating in
various currenies.Due to its activities, the Company is exposed to market risks, which
mainly involve exchange rate fluctuations, partial adjustment of the prices of products
to reflect changes in the cost of raw materials, changes in the rates of increase of the
Consumer Price Index (CPI) and changes in the LIBOR interest rate2e Company's

board of directors approved a policy to use accepted financial instruments (such as
options, forward contracts and swap contract) for the purpose of hedging against
exposure to echange rate fluctuations and increases in the CPI arising from the
Company's operations..The Company only effects such transactions via banking
corporations and stock exchanges, which are obligated to meet capital adequacy
requirements or to maintain eenhariobased level of collateral.

The following are exchange rate data for the principal currencies used by the Company
in relation to the Dollar, as well as LIBOR interest data:

June 30 Quarterly Average 6-monthly Average
2010 2009 Change 2010 2009 Change 2010 2009 Change
1.228 1.412 -13.1% 127 136 -6.4% 1.326 1.333 -0.5%
1.802 1949 76% 179 2.07 135% 1.797 2.192 18.0%
3.408 3.203 -6.4% 3.15 328 3.8% 3.023 3.367 10.2%
7.634 7.742 14% 756 851 11.1% 7.550 9.233 18.2%
0.853 0814 47% 088 0.76 16.5% 0.892 0.708 26.1%
1503 1661 -95% 149 154 -35% 1524 1489 2.4%
3.875 3919 -1.1% 3.78 407 -71% 3.763 4.064 -7.4%
0.53% 0.60% -11.7% 0.44% 0.84% -47.6% 0.35% 1.04% -663%

The exchange rate fluctuations of these currencies during the reporting period are
attributed to the various items in the Company's financial statenfdr@set impact of

the changes in currency exchange rates during the period following the ddwe of
financial statements on the balance sheet exposure is immaterial due to the high rate of
balance sheet hedging carried out by the Company, as aforesaid.
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Risk Management Officer

Until May 31, 2010, Mr. Ran Maidan, the former CFO, served as thep@uyts market

risk management officer.For further information concerning the education,
gualifications and business experience of Mr. Ran Maidan, see section 26A of Chapter
D of the Periodic Report published by the Company on March 10, 2010.

As of June 12010, Mr. Aviram Lahav, the new CFO, serves as the Company's market
risk management officer.For further information concerning his education,
gualifications and business experience see the Company's Immediate Report dated May
2, 2010 (Ref. No. 20101-466302), whereby the information included therein is given

by way of reference.

Description of Market Risks

The Companyds market risk management pol |

The Company's policy is to maintain as high as possible correlation between the
currency in which it alls its products and the currency with which it purchases its raw
materials. The Company continually examines its balance sheet and economic
exposures 12 months in advance, based on forecasts of its income and exfsraes.

the date of approval of tHmancial statements, the Company hedges most of its balance
sheet exposure and part of its financial exposure with respect to the principal currencies
in which the Company operates.

Below are details of the policies with regard to each of the iisisnoted that as at the
date of the approval of the financial statements, no material changes have occurred in
the Company's risk management policies.

Currency Risks

The Company drafts its consolidated financial statements in USD (the Company's
functional wrrency), while its operations, sales and purchases of raw materials are
carried out in various currencieSherefore, fluctuations in the exchange rate of the
purchasing currency against the sales currency, either positive or negative, as the case
may bewi | | i mpact t helnti®dompany'yassessmeatsthelGroaps
substantial exposure is to the Euro, NIS and Brazilian Realhermore, the Company

has lesser exposures to other currencies such as the GBP, PLN, AUD andlBAR.
strengthenig of the USD against the other currencies in which the Company operates
reduces the scope of the Company's dollar sales and visa versa.

From an annual perspective, 40% of the Company's sales are to the European bloc and
therefore the impact of loAgrm tends on the Euro may affect the Company's results
and profitability.

Currency exposure from foreign currency exchange rate fluctuations is constantly
monitored against assets (including inventory of finished products in countries of sale),
liabilities and cash flows denominated in foreign currencidggh volatility of the
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exchange rates of these currencies could increase the costs of transactions to hedge
against currency exposure, thereby increasing the Company's financing dtss.
Company uses acpted financial instruments (such as options, forward contracts and
swap contracts) to hedge most of its substantial net balance sheet exposure to any
particular currencyNonetheless, since the Company hedges against most of its balance
sheet exposure gsart of these operations, and only against part of its financial
exposure, extreme volatility of the currency exchange rate might impact the Company's
results and profitability, positively or negatively as the case mayjbeat the date of
approval of thefinancial statements, the Company hedged most of its balance sheet
exposure to the Euro, Real and NIS.

In addition, crop protection product sales depend directly on agricultural seasons and
the cyclical nature of agr iecandits exposuye tot h e r
the various currencies is not evenly distributed over the @mamtries in the northern
hemisphere have similar agricultural seasons and therefore, in these countries, the
highest sales are usually during the first half of the ciegearDuring this period the
Company is substantially exposed to the Euro, PLN and GBPthe southern
hemisphere, the seasons are opposite and most of the local sales (with the exception of
Australia) are carried out during the second half of the. y@aing these months, most

of the exposure generated pertains to the Rée.Company has more sales in markets

in the northern hemisphere and therefore, the Company's sales volume during the first
half of the year is higher than the sales volume dutiegecond half of the year.

During November 2006, the Company completed an issue of debentures totaling NIS
2,350,000,000 par value and on March 25, 2009 the Company completed the issue of
debentures, by way of expansion of Series C and D, in the anwumIS
1,133,000,000 par value (jointlythe Debentures")The main portion of the debentures

is linked to the CPI and therefore, an increase in the CPI as well as fluctuation in the
NIS exchange rates may cause significant exposure to the currencyidh thie
Company operates, which is the USBs at the date of approval of the financial
statements, the Company hedged most of its exposure from the issues of debentures, as
aforesaid, in swap transactions and forward contracts.

Exposure to CPI Linkage

The main portion of the above debentures is linked to the CPI and therefore an increase
in the CPI is liable to lead to a significant increase in the Company's financing
expensesAs at the date of approval of the financial statements, the Company hedged
mog of its exposure to this risk on an ongoing basis, in CPI hedging transactions.

Risk in Raw Material Prices (in Source Currency)

Approximately 75% of the cost of the Company's sales derive from raw material costs.
Most of the Company's raw materials drstant derivatives of oil priceSherefore, any
increase or decrease in oil prices affects raw material prices.
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To reduce exposure to fluctuations in the prices of raw materials, the Company
customarily engages in lorigrm purchase contracts for key ramaterials, wherever
possible Similarly, the Company acts to adjust its sales prices, if possible, to reflect the
changes in the prices of raw materials.

As at the date of approval of the financial statements, the Company has not engaged in
any hedgingransactions against oil and against raw material prices.

Interest risks

The Company is exposed to changes in the LIBOR interest rate on the USD as the
Company has liabilities denominated in USD, which bear variable LIBOR intéiesst.
Company drafts a quiarly summary of its exposure to changes in the LIBOR FAse.

at the date of the approval of the financial statements, the Company has not hedged
against this exposure.

Means of Supervision of Risk Management Policy and Method of Implementation

The Compap maintains internal documentation regarding the designation of financial
instruments for exposures, which indicate the link between the instruments and the
exposure.Once every quarter, the Company's board of directors and its finance
committee discuss éhCompany's exposure to market risks and the actions taken by the
management in this regardfhe Company's management examines the control
procedures on an ongoing basis and updates them according to the scope of operations
and the risk arising from thesperations.



Corporate Governance

Approval of the Financial Statements

The Company has a finance committee which receives a detailed presentation every quarter of
the financial results from the CF@ach quarter, the committee discusses the financialtses
before they are presented to the board of directors and its recommendations for approval of
the financial statement3he financial statements are approved by the Company's board of
directors, which is the entity responsible for overseeing the Comparaddition to these
regular quarterly discussions, the finance committee holds additional meetings, at its
discretion, to discuss in greater detail, various matters that may arise from the Company's
financial statementsfhe Company's finance committeemprises 6 directors, one of whom

is an external directoAll the committee members have accounting and financial expertise

The members of the committee and of the board of directors receive a draft of the financial
statements a few days before the nmegtiare convened.

Representatives of the Company's auditors are invited to the finance committee meetings, as
well as to meetings of the board of directors at which the financial statements are discussed
and approved, and they comment and respond to gosdfirected to them by members of

the finance committee and/or the board of directors, relating to the material issues arising
from the data presented in the financial statements under discud#ien. presenting the
financial statements to the board dfedtors, the Company's CEO Mr. Erez Vigodman
presents the main results of the Company's operations during the period under review and
refers to material events that occurred during the pefibdreafter, the CFO, Mr. Aviram
Lahav gives a detailed presatibn of the Company's financial results during the period under
review, while comparing them with previous periods, emphasizing substantial issues arising
from them.During the course of these reviews, the Company's management responds to
guestions addrssd to it by the members of the board of directétghe end of the aforesaid
discussion by the board of directors, a vote is taken to approve the financial statements.

Disclosure relating to Effectiveness of Internal Audit on the Financial Statements an

Proper Disclosure

In December 2009, the Securities Authority issued Securities Regulations (Periodic and
Immediate Reports) (Amendment 3), 572W09 pertaining to the effectiveness of internal
audit on the financial statements and on proper disclosline Regulations”).These
regulations are applicable as of the Periodic Report at December 31, 2010 ("the
Commencement Date"). Pursuant to the transition provisions set forth in the Regulations,
during the period from the publication of the Regulatiomsugh to the commencement date,

the board of directors report for the interim period will include details concerning the stages
of the Company's preparation and progress in implementing the provisions of the Regulations.
As at the reporting date the Compgahas completed the following:

1 Mapping of the procedures which the Company perceives as material for the financial
statements and disclosure (as specified in the Board Of Directors Report, Chapter B
of the 2009 Period Report, which was published on M&é;2010).
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1 Documenting the foregoing mapped procedures, assessing the risks therein for the
financial statements and proper disclosure, and mapping the Company's existing
internal auditing of the financial statements and proper disclosure which addseess the
risks.

1 Analyzing the existing auditing gaps by comparing the existing audit with the
required audit and examining how the existing audit addresses the report risks and
identified disclosures.

The Companydés CFO, Mr . AV i r amothelLpaohisious, of thes r e
Regulations in the Company.

The Company takes all necessary action, pursuant to the provisions of the Regulations.

E. Disclosure Pertaining to Financial Reporting by the Company

Critical accounting estimates

As at the date of theeport no material changes occurred during the second quarter of 2010
with regard to critical accounting estimates used by the Company for the purpose of its
financial statements.

2. Events Occurring Subseguent to the Date of the Financial Statements

For detds pertaining to legal proceedings see Note 6 of the Condensed Consolidated Interim
Financial Statements as at June 30, 2010.

F. I nformation pertaining to the Company?o6s

See the table attached herewith as an appendix.

Avraham Bigger Erez Vigodman Aviram Lahav
Chaiman of the board of director President & CEO CFO

August 10, 2010, Tel Aviv
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Appendix of details of the Company's debentures

CPI
linked | Book value| Fair value
Nominal | nominal of of
Total par par value | par value | debenture | debenture
value at as at asat | balance as| balance as| Fair value
date of Effective | Listed on March March | atMarch | atMarch | asatJune
Issue interest at | the Stock Dates of Dates of 31, 2010| 31,2010 31, 2010 (in 31, 2010 (i 30, 2010
Date of (in NIS Type of | Interest date of | Exchange| paymentof | repaymentof | Linkage | (inNIS | (inNIS uUsD usDb (UsSD
Series issue Rating | millions) | interest | rate set report | (Yes/No) interest principal basis millions) | millions) | millions) millions) millions)
Twice annually
Annual ondMay 31 On November Pl f
) . interest andon 30 of each of CPI for 4
SeriesB |12 2 0 O[iIAA(5) |1, 650Q | 5.%5 |6 .9%3 Yes November 30 October |1, 63 741, 829(06)451.|1. 9 419. 4
linked to f each of th the years 202 2006
CPI ofeachofthe |y ough 2036
years 2006
through 2036
12200 465 Twice annually
Annual andon | |On November | .o, o,
Series C iIAA (5) nterest |, w5 |1 .08 |vYes November 30| S0 0f€achof| "nuoher 11 1241, 258325, 4|1. 2 |345.1
(4) 3 200 661 |linkedto the years 201
the CPI of eachofthe| g 2013 | 2006
€ years 2006 9
through 2013
12200 235 Twice annually
on May 31 On November
Series D . Annual and on 30 of each of .
iIAA (5) . . |6 .9%b 5 .92 Yes November 30 Unlinked (707 . Q4q7@. 0 (180.5|1.0 191. 7
4) 3 20009 472 interest: the years 201
of each of the throuah 2016
years 2006 9
through 2016

D

person: Adv. Iris Shlevin, CEO
Email: ishlevin@aurorafidelity.com

)

person: Dan Avnon or Meirav ©x.
Email: hermetic@hermetic.co.il

18

The trustee for Debentures (SeriesBAurora Fidelity Trust Company Ltd., 12 Menachem Begin Road, Ramat Gan (‘B£108346; Fax: 08120675). Contact

The trustee for Debentures (Series C anisMermeticTrust (1975) Ltd., 113 Hayarkon Street, Tel Aviv, Israel; (TeEAX3867Fax: 035271736), contact



mailto:ishlevin@aurorafidelity.com
mailto:hermetic@hermetic.co.il

©)

(4)

©)

(6)

As at the date of the report, the Company was in compliance of all of the conditions and undertakings under the Deaddh® remtditions existed giving rise
to a caise of action for immediate repayment of the debentures.

On March 25, 2009 the Company issued NIS 661,000,000 par value debentures (Series C) and NIS 472,000,000 par valu(€eeiesri)reg way of
expansion of the series under the shelf prospgctokshed by the Company in May 2008.

For further information see the Company's immediate report of March 26, 2009 (Ref. NeQ1208E944)

On June 29, 2010. Standard & Poor's Maalot ("Maalot") gave notice of the introduction eéxaenieation oftie ilAA ratings for Debentures (Series C and D) as
credit watch negative.

The book value of the balance of the debenture (Series B) as at March 31, 2010 is presented less the debentures adupliyeomnyea subsidiary.
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Material Changes or Innovaitons in the Matters Described in the Chapter on the Description
of the Company's Business

In the Periodic Report as at December 31, 2009:

1. Section 1.4i Description of Structural Changes in the Group's Development, Mergers
and Material Acqisitions

On June27, 2010 the Company's board of directors approved the Company signing a
Memorandum of Understanding dated June 13, 2010, according to which, subject to a
feasibility study, the approval and signing of a binding contract between the parties and the
fulfil Iment of contingent conditions as will be stipulated in the binding contract, the Company
will acquire all the issued and paigh share capital of Albaugh Inc., a private company
incorporated in the United States ("the Acquired Company"), from the shdeethallding all

the issued and palgp shares in the acquired company (“the Sell&lysuant to the terms

and conditions of the Memorandum of Understanding, in return for the acquisition of all the
issued and paidp shares in the acquired company, ideig all its assets and liabilities,
whereby the net financial debt of the acquired company on the date of completion of the
transaction, will not exceed USD 280 million, the Company will pay the Seller an amount of
USD 340 million in cash upon completiaf the transaction, and an amount of USD 455
million will be paid in promissory notes in seven equal annual interest bearing installments.
Furthermore, the Seller will be allocated 59 million shares in the Company, comprising 12%
of the fully diluted issad and paieup shares in the Company.

2. Section 2i Investments in the Company's Equity and Transactions in its Shares




Update to section 2.3 in the chapter on the Description of the Company's Business in the
Periodic Report:

On March 23, 2010 the Company é¢db a wholly owned subsidiary, 24,375,703 dormant
shares of NIS 1 par value each. After the closing of the sale the Company holds 15,506,783
shares, constituting approximately 3.27% of the Company's issued share tapitlition,
subsidiaries of the @npany hold 28,791,272 shares, constituting approximately 6.06% of the
Company's issued and paig@ share capital.

Update to section 2.4 in the chapter on the Description of the Company's Business in the
Periodic Report:

On March 24, 2010 the General Megtiof the Company approved that in every issue of
securities in the form of rights, as a result of which the law of a foreign country shall also
apply to the Company, the Company shall be entitled not to offer the rights to holders of
securities of the Copany due to whom the law of a foreign country applies to the &fter.
further information, see the Company's reports of March 10, 2010 (Ref. nc0230®374)

and of March 24, 2010 (Ref. no. 2000-428952).

On May 11, 2010, the Board of Directors bétCompany carried a resolution not to execute

an issue of shares in the form of rights to shareholders of the Company, in which respect a
fundamental resolution had been adopted prior thereto by the Board of Directors of the
Company on March 9, 2010.



Sedion 181 Other Operations

Update to section 18.3 Chemical Industries:

During the course of the quarter, the Company reintroduced regular production of carbon
dioxide after receiving approval of the Ministry of Health.

Section 21 Human Capital

During the reporting period, the Company completed application of the changes in positions
or powers of several of the officers in the Company in accordance with the Company's
immediate report dated January 25, 2010 (Ref. No.:-201¥64086).

Section 21.1 Labor Rations and Employment Agreements in Subsidiaries

On April 8, 2010 a subsidiary, Makhteshim Chemicals Ltd. ("Makhteshim") received notice
in accordance with the Settlement of Labor Disputes Law, 1957, of the intention to call a
strike concerning the Maktgkim plant in Beer Shevads at the publication of this report,
Makhteshim has not receive notification of a strike.

Section 21.4 Description of the Company's existing Options Plan

On May 11, 2010, the Company's board of directors resolved to allocateghha trustee,
6,500,000 options to Company officers and managers, so that each option will be exercisable
into one NIS 1 par value ordinary share of the Comp&hg.cost of the benefit in the options
which will be allocated as aforesaid, based on ttagirvalue at the date of their allocation,
amounts to USD 7.7 million.

Section 25 Quality of the Environmental




On July 6, 2010 the subsidiary, Makhteshim Chemicals Ltd. received a letter of principles
drafting business license terms pertaining to ihejaality at the company's plant at Ramat
Hovav ("the Plant”). This letter of principles is part of the process of assimilating the
requirements of the European Union concerning the application of best available technology
pertaining to air quality at .@Ramat Hovav plants in particular and in plants countrywide.
The Ministry of Environmental Protection requested that the plant submit its response to the
letter of principles. At this stage, it is too early to assess the precise consequences to the
plart, however in its current version, the draft letter of principles could lead to a demand for
further substantial investment in technologies to reduce air emissions at the plant.

Section 25.12 Leqgal Proceedings Pertaining to the Quality of the Environment

In October 2007, a monetary claim and motion for recognition as a class action in the a mount
of approximately a billion NIS was filed against Makhteshirfithe Claim" and "the
Motion"), with the Beer Sheva District Court by three residents of Walaah, claiming
damage to their heal t h, all egedly caused ¢t
various reasons related to air pollutigniit h e P |Oa iAugdsi 3, 20%00the .Plaintiffs

filed a request with the Beer Sheva District Court to dismissl#iem and strike the motion to
approve a class action, without costs.

In 2003 a criminal complaint was filed against Makhteshim and one of its directors by the
organization Adam, Teva ve DiAccording to the complaint Makhteshim was charged that

on sevedl occasions during the course of the years 1999 through 2003 prohibitive emissions
were measured at the Ramat Hovav plant's stacks, creating severe polliaiceording to

the complainant, Makhteshim thus created severe or unreasonable contamiaatidal, o
people in the vicinity, and which in the ¢
Prevention Law, 5721961 (this offence is one of compounded responsibility that does not



require proof of criminal intentOn May 26, 2010 the Courtdered that the criminal charges
be dropped based on a settlement agreement signed between the parties.

Section 30i Legal Proceedings

For information pertaining to an update regarding material legal proceedings to which the
Company is considered a parsge Note 5 to the Condensed Consolidated Interim Financial
Statements as at June 30, 2010.
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Somekh Chaikin Telephone 972 3 684 8000
KPMG Millennium Tower Fax 972 3 684 8444
17 Ha'arba'a Street, PO Box 609 Internet www.kpmg.co.il

Tel Aviv 61006 Israel

Review Report of thelndependent Auditors to the Shareholders of
Makhteshimi Agan Industries Ltd.

Introduction

We have reviewed the accompanying financial information of Makhté#gan Industries Ltdand

its subsidiaries (hereinaftesr At he Gr oup o) c 0 mp ed consolidatedoirfterint he ¢ on |
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 fomntbetisix

and threemonth periods then ended. &Board of Directors and Management are responsible for the
preparation and presentation of this ilintgrimri m fi na
Financi al, aRla alsotresporgible for the preparation of financial informatichdee

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 notreview 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.% and 11.1% of the total consolidated revenuestlier sixmonth and threenonth

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 @mts 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 Financialnformation 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 accayntiatters, 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 #eatvould become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Somekh Chaikin, a partnership registered under tiaeligPartnership
Ordinance, is the Israeli member firm of KPMG International, a Swiss
cooperative.



Somekh Chaikin Telephone 972 3 684 8000
KPMG Millennium Tower Fax 972 3 684 8444
17 Ha'arba'a Street, PO Box 609 Internet www.kpmg.co.il

Tel Aviv 61006 Israel

Based on our review and the review reports of other auditors, nothing has come to our attention that
causeaus 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, nothghhas 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 )R@p@es

Respectfully,

Somekh Chaikin

Certified Public Accountants (Isr.)
August 10, 2010

Somekh Chaikin, a partnership registered under tiaeligPartnership
Ordinance, is the Israeli member firm of KPMG International, a Swiss
cooperative.



MakhteshimAgan Industries Ltd.

Condensed Consolidated Interim Statement of Financial Position as at

Current assets
Cash and cash equivalents
Shortterm investments

Trade receivables

Subordinated capital nofem sale of trade receivables

Prepaid expenses
Financial assets, including derivatives
Advances less provision for income tax

Inventories

Long-term investments, loans and receivables
Financial investments and other receivables

Non-financial investments and other receivables

Property, plant and equipment
Cost
Less- accumulated depreciation

Deferred tax assets

Intangible assets

June 30 June 30 December 31
2010 2009 2009
(Unaudited) (Unaudited) (Audited)

$ thousands

$ thousands

$ thousands

715, 346, 562,430
4 4 40°¢ 448
626, 682, *567,858
19, 8 2,6 42,092
17,0 14,7 13,320
105, 131, 151,192
7,9 16,9 8,084
901, *9 4,83 7 *959,591
2,395 2,143 2,305,015
125, 67, 3 *123,548
44,0 *35, 2 *49,794
169, 102, 173,342
1,171 1,092 1,138,343
576, 538, 558,416
594, *554, *579,927
98, 0 74,6 86,542




Cost

Less- accumulated amortization

Total assets

* Reclassified, see Note 2(c) and Note 3(1)(b).

1,126 1,051 1,104,748
516, 463, 489,727
609, 588, 615,021

1,454,832

1,471 2-42:——

3,759847

3,86¢€ 11 -
3,
3,



MakhteshimAgan Industries Ltd.

Current liabilities

Credit fran banks and others

Current maturities of debentures

Trade payables

Other payables and credit balances

Provision for income tax less advances

Put options held by the non controlling interest

Long-term liabilities
Loans from banks
Debentures

Other longterm liabilities
Deferred taxes payable

Employee benefits

Equity capital
Share capital
Share premium
Reserves
Retained earnings

Treasury shares

Total equity capital attributed to the Company's
equity holders

June 30 June 30 December 31
2010 2009 2009
(Unaudited) (Unaudited) (Audited)

$ thousands

$ thousands

$ thousands

232, 175, 236,975
81, 2 - 83,480
528, 380, 501,692
345, 354, 278,980
36, 3 43,1 43,347
22, ¢ 23, ¢ 24,098
1,246 979, 1,168,572
276, 52, ¢ 303,199
876, 924, 896,556
18, C 19, 4 18,711
44, ¢ 60, ¢ 39,591
50, ¢ 54, C 56,455
1,266 1,110 1,314,512
125, 125, 125,563
623, 623, 623,861
15, 1 6, 4 23,732
818, 843, 731,401
245) (245) (245,548)
1,337 1,353 1,259,009




Non controlling interest 17,¢C 20, ¢ 17,754
Total equity 1,354 1,373 1,276,763
Total liabilities and equity 3,463 3,759,847
3, 86t
Avraham Bigger Erez Vigodnan Aviram Lahav
Chairman of the Board of Directot President and Chief Executive Chief Financial Officer

Officer

Date the financial statements were approved: August 10, 2010

The notes to the condensed consolidated interim financial statememsiategeal part thereof.



MakhteshimAgan Industries Ltd.

Condensed Consolidated Interim Statement of Income for the

Statement of income

Revenues

Cost of sales

Gross profit

Expenses

Other income

Selling and marketing
General and admistrative
Research and development
Other expenses

Operating income

Financing expenses

Financing income

Financing expenses, net

Income before tax

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

1,324 2,214
1.2 1.3 1.4
1, : 6 0 ( 56 (
2, ! 94 25
9

916, 910, 425, 405, 1,632
407, 372, 175, 154, 581,
2,79 @, 3 17z (5 6)1 B, 90
199, 177, 97, 2 89, 4 358,
44,7 40,5 26, 3 21, 4 79, 4
14, 4 10, 4 7,1 5, 7 21, 8
1, 3 1,6 37¢ 1, 5,5
257, 228, 130, 117, 462,
150, 14,323 44,0 37,6 119,
75,0 73,7 46, 2 66, 9 127,
1s5,) B31,) 16,) B5,)5 33,9
59, 7 41,7 29, 2 31, 4 93,7
9B 2" 101, 14, 8 6, 1 26, 0



Taxon income

Income for the period 83, 4 82,1 12,3 3,3 34,
Attributable to:
The Company's equity
holders 83, 2 79, 9 12, 3 1,7 32,
Non controlling interest 21: 2,1 18 1,6 2,0
Income for the period 83, 4 82,1 12,3 3,3 34,
Earnings per share
Basic earnings per share in

0.1 0.1 0.0 0.0 0.0
dollars
Diluted earnings per share in

0.1 0.1 0.0 0.0 0.0

dollars

The notes to the condensed consolidated interim financial statements are an integral part thereof.



MakhteshimAgan Industries Ltd.

Condensed Consolidated Interim Statement of Coprehensive Income for the

Six-month period ended

Three-month period ended

Year ended

Income for the period

Elements of other
comprehensive income

Foreign currency translation
differences in respect of foreign
activities

Effective portionof change in
fair
value of cash flow hedges

Net change in fair value of cash
flow

hedged transferred to statement

of income

Actuarialgains (osse$from defined

benefit plan

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
83, 14 82,1 12, 3 3, 3 34, 7
11,)3 7,2 (134% 13, 2 14, 2
15 1.6 1.7
1.8 19 1.10
12, 9 33, C
1.11 1.12 1.13 4 2)¢
13, 3, (
23 5C
1.14 1.15 1.16
1.17 1.18 1.19
1.20 1.21 1.22
123 ) 124 ) 1.25 )
20, 3, 20,
9,9 (2 2 (0 3 a2z 26,4
1.26 1.27 1.28
99 ¢ 30: 1,1 5, 8 (3 6)¢



Taxes on elements of other
comprehensive income

Total other comprehensive
income
for the period, net of tax

Comprehensive income for the
period

Total comprehensive income
attributable to:

Company's equity holders
Non controlling interest

Total comprehensive income
for the period

The notes to the condensed consolidated interim financial statememsistegeal part thereof.

7y 1,9 16° 1,7 B, 3
7,5 7H @12, 29 17,0
75, 9 81, 3 (4 0)« 3,6 51, 7
75, 4 78, 7 (22 D 30 48, 2

50" 2,6 (1 8)¢ 3,6 3, 4
75, 9 81, 3 (4 0)¢ 3,6 51, 7




MakhteshimAgan 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 controling

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

Other comprehensive income for the period
Income for the period
Elements of aher comprehensive income

Foreign currency translation differences in respect of
foreign activities

Effective part of change in fair value of cash flow

hedges i S (11,% i . (11,) 29( (11,3
Net change in fair value of hedgedsh flow

transferred to
statement of income

10



Actuarial losses from defined benefit plan

- - - 99 ¢ - 99 ¢ - 99 ¢

Taxes on elements of other comprehensive income - - 14 2 2): - 7y - (7Y
Total other comprehensive income for the period,
net of tax - - (8.9 77" - (7.9 29( (7,5
Comprehensive income for the period ) ) O 84 0 i 75 4 50° 75 9
Exercise of employee options 13 13 ) ) 3 N ) )
Expenses for employee options ) ) ) 2 9 ) 2 9 2 9
Dividend to non controlling shareholders ) ) ) ) ) ) (4 2)F (4 2)¢
Acquisition of non controlling interest . . . - } - (7 7)< (7 7)¢
Balance at Jue 30, 2010 245)

125, 623, 15,1 818, (1,337 17,01, 3514

The notes to the condensed consolidated interim financial statements are an integral part thereof.
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Condensed Consolidated Interim Sitement of Changes in Equity

MakhteshimAgan Industries Ltd.

Share capital

Premium on

shares

Capital

reserves

Company
shares held
Retained by Company

earnings and subsidiary

Total equity
attributed to
Company's  Non controlling

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,

Other comprehensive income for the period
Income for the period -
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

Net change in fair value of hedged cash flow
transferred to

statement of income -

623

12

7,9 759, (245)

(20 21

15, 3
1,271 1, 286

13, 2 3 13, 2

20,1 - (2o0,)1



Actuarial losses from defined benefit plan - - - 30: - 30: - 30:

Taxes on elements of other comprehensive income - - @, 9 @azx - @, 9 - @, 9
Total other comprehensive income for the period, - - @, 95 29 ( - @, 2 4 8. (7 4)¢
net of tax
Comprehensive income for the period - - @,y 80, 2 - 78,7 2,6 81, 3
Exercise of employee options 21 21 - - - - - -
Expenses for employee options - - - 3, 2 - 3, 2 - 3,2
Tax benefits from employee options - - 25 - - 25 - 25
Dividend to non controlling shareholders - - - - - - @, 9 @, 0
First time consolidation - - - - - - 3,3 3, 3
Balance at June 3009 125, 623, 6,10 843, (245) 20, 3

1,353 1,373

The notes to the condensed consolidated interim financial statements are an integral part thereof.
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Condensed Consolidated Interim Statement of Changes in Equity

MakhteshimAgan Industries Ltd.

For the three-month period ended June 8, 2010
(Unaudited)

Balance afApril 1, 2010

Other comprehensive income for the period
Income for the period
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

Net change in fair value of hedged cash flow
transferred to

statement of income
Actuarial losses from defined benefit plan

Share capital

Premium on

shares

Capital

reserves

Company
shares held
Retained by Company

earnings and subsidiary

Total equity
attributed to

Company's  Non controling

equity holders interest Total equity

$ thousands

$ thousands  $ thousands

$ thousands $ thousands

$ thousands $ thousands $ thousands

125,

bZ23,

14

28, 6
13,4
3,1
(3.9

BU3, (245,

12, 3 -

1, 33

12,

17, 2
S 1, 353

3 18 12, 3

13,4 (207 (13,6

3,1
3.9
1,1

- 3,1
- 3.9
- 1,1



Taxes on elements of other comprehensive income - - 41! (2 4)¢ - 16

- 16
Total other comprehensive income for the period, - - (13,4 88! - 12, 20z (128)0
net of tax
Comprehensive income for the period - - (13,4 13, 2 - (2 2)( (1 8)« (4 0)¢
Exercise of employee options 11 @ax - - - - - -
Expenses for employee options - - - 1,7 - 1,7 - 1,7
Balance aJune 30, 2010 125, 623, 15,1818, (245) 17,0

1, 337 1, 3514

The notes to the condensed consolidated interim financial statements are an integral part thereof.
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Condensed Consolidated Intermn Statement of Changes in Equity

MakhteshimAgan Industries Ltd.

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

Balance atApril 1, 2009

Other comprehensive income for the period
Income for the period
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

Net change in fair value of hedged cash flow
transferred to

statement of income

Share capital

Premium on

shares

Capital

reserves

Company
shares held
Retained by Company

earnings and subsidiary

Total equity
attributed to
Company's  Non controlling

equity holders interest Total equity

$ thousands

$ thousands $ thousands

$ thousands $ thousands

$ thousands $ thousands $ thousands

125,

623

16

12,5
11, 2
4 1)+
201

835, (2453

11, 2 1,9 13, 2

4D @15 (42

20,1 - (2o0,)1



Actuarial losses from defined benefit plan
Taxes on elements of other comprehensive income

Total other comprehensive income for the period,
net o tax

Comprehensive income for the period

Exercise of employee options
Expenses for employee options

Tax benefits from employee options
Dividend to non controlling shareholders

Initial consolidation

Balance atlune 302009

- - - 5, - 5, - 5, 8
- - 3,0 a, - 1, 7 - 1, 7
= - (61 41 - (1’6 1’9 29
- - (6,13 6, - 30 3,6 3,6
13 a3 - - - - -
- - - 1, - 1, 4 - 1, 4
- - 1 - 1 - 1
- - - - - (3 51 (3 51
. - - - - 3, 3 3,3
125, 623, 6,4 843 245 ) 20, 3
(1, 353 1, 373

The notes to the condensed consolidated interim financial statements are an integral part thereof.
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Condensed Consolidated Interim Statement of Changes in Equity

MakhteshimAgan Industries Ltd.

For the year ended December 31, 2009

Balance at January 1, 2009 (Audited)

Other comprehensive income for the period

Income for the period

Elements of other comprehensive income

Foreign currency translation differences in respect of foreign acti
Effective part of change in fair value of cash flow hedges
Net change in fair value of hedged cash flow transferred to
statement of income

Actuarial losses from defined benefit plan

Taxes on elements of other comprehensive income

Share capital

Premium on

shares

Capital

reserves

Retained

earnings

Company
shares held
by Company

and subsidiary

Total equity
attributed to
Company's

equity holders

Non controlling

interest

Total equity

$ thousands

$ thousands

$ thousands

$ thousands

$ thousands

$ thousands

$ thousands

$ thousands

125,542

623,882

7,906

12,757
33,029

(26,420)

(3,567)

759,544

32,678

(366)
176

(245,548)

1,271,326

32,678

12,757
33,029

(26,420)
(336)
(3,391)

15,351

2,023

1,472

1,286,677

34,701

14,229
33,029

(26,420)
(366)
(3,391)
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Total other comprehensive income for the period, net of tax

Comprehensive income for the period

Exercise of employee options

Options granted to employees

Tax benefit in respect of employee options
Dividend to equity holders

First time consolidation

Dividend to norcontrolling interest

Acquisition of non controlling interest

Balance at December 31, 2009

- - 15,799 (190) - 15609 1472 17,081
- - 15,799 32,488 - 48287 3,495 51,782
21 (21) - - - - - -
- - - 8,658 - 8,658 - 8,658
- - 27 - - 27 - 27
- - - (69,289) - (69,289) - (69,289)
- - - - - - 3,399 3,399
- - - - - - (1,665)  (1,665)
- - - - - - (2,826)  (2,826)
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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MakhteshimAgan 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
adivities

Income for the period 83, 14

Adjustments:

Depreciation and amortizatior 53, 2
Depreciation (appreciation)

of long-term investments -

Capital loss (gain) from sale ¢
property, plant and equipmen
and other assets, net
Amortization of discount/
premium and issue cost: 11°
Expenses for employee options 2,09
Revaluation of put options -
Adjustment of longterm
liabilities

SWAP transaction 5, 4

Change in provision for tax anc
inctome taxprepayments,
ne

6.9
6,79

Change in deferred taxes, net

Changes in items of
assets

and liabilities

Decrease (increase) in trade

receivables and debit
balanes 1, 4

Decrease (increase) in
inventories

Increase (decrease) in trade

82,1

47,7

31:

23, 3
(16,

83,)2

175,

20

12, 3
26, 7
4P
64
1, 7
(31,)2
6, 7
6, 7
@, 9
256,
2,9

3, 3
24,5
)
1, 4
2y
1, 4
8 7
72,5
26, )2
16, 7
(16,)8
110,
75, 8

34,7

100,

4 2 ¢

(7 3

35!
59, 5
(15,)8

31, 8
(50, )%

50,4

152,



payables and other payables
and credit balances

Change in provisions and

benefits for employees

Net cash provided by
operating activities

Cash flows for investing
activities

Acquisition of property, plant
and equipment
Additions to intangible assets

Shortterm investments, net

Repayment of (investment
made in) longterm investment
Proceeds from realization of
property, plant and equipmen
and intangible assets

Acquisition of subsidiarie
net

of cash acquired
(Appendix 1)

Net cash used in

investment activities

113, (77,) 86)¢ (42, (58,)%
286, 159, 268, 222, 209,
47,1 27, 25, )8 x4,)8 69,4
42,)3 (34,)8 14,% (21,)9 (74,)%
7 10 ¢ 3 (3P 6 6
6.9 - 5,9 - 20
29 ( 37° 16: 37 2,9
- 12,9 - 13,0 (124®
94,4 (74,)8 45,4 49,)8 153)

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

Condensed Consotlated Interim Statement of Changes in Cash Flows for the

Cash flows from financing
activities

Receipt of longterm loans
from banks
Repayment of longerm
loans and liabilities from
banks and dters, net

Decrease in shoterm
liabilities to banks
Settlement of SWAP
transaction

Dividend to non controlling
shardolders in
subsidiaries

Dividend to holders of
equity

Issuance of debentures

1.29 Acquisition of
minority

1.30 interest

Net cash povided by
financing activities

Increase in cash and cash
equivalents

Cash and cash equivalents
at beginning of period

Cash and cash
equivalents

at the end of the period

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

11, 9 29! 71: 12: 27 2,
82,1 8, 9 (26, )8 2, 9 (20, )
(10,)9 (246 60,0 (200, (194)
- 18, C - 18, C 18, C

2 1): (5 8): 2 1): (5 8): 1, 9
(5’0 - - - (641)2
] 285, . . 285,
d.,9 8§ 8¢ 1, 9 *§ 8¢ 3., 9
(38,)3 47,4 (87,% (186 291,
153, 132, 135, 14, 347,
56 2, 214, 58 @,2 361, 214,
715, 346, 715, 346, 56 2,

* Reclassified, see also Note 3@)(

22



The notes to theondensed consolidated interfimancial statemestare an integral part thereof.
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MakhteshimAgan Industries Ltd.

Condensed Consolidated Interim Statement of Changes in Cash Flows for the

Supplementary information:

Interest paid in cash

Interest received in cash

Taxes paid in cash, net

A.Investment in newly

consolidated
company

Working capital (except
for

cash and cash
equivalenty

Property, plant and
equipment, net

Other assets, net
Excess cost created upc
acquisition

Shortterm liabilities
Longterm liabilities

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

38,4 (36,8 (33,) 30,) (r9.,)
4,7 6, 4 4, 2 4, 8 14, 9
(21, )% (14,)9 (13,7 (7, 8 ()
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
- (6 ' :D - (6 ’ 3 (6 ) 3

- (9 ' 9 - (9 ' a (9 ) 9

- (1 ' 6 - (1 ’ 5 (1 ) 6

- (9 ' 6 - (2 ’ 5 (9 ) 6

- 3, 3 - - 8, 0

- 7, 6 - 3,7 2,9
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Non controlling interest - 3,3 - 3,3 3, 3

- 12,0 - (13,)0 12,)9

The notes to theondensed consolidated interimancial statements @ran integral part thereof.
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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

Note 1- Reporting Principles and Accounting Policies

A. The reporting entity

D The Company is an Isragdsident company that was incorporated in Israel, and its official
address is the Arava Building in Airport City Park. eT¢onsolidated financial statements of
the Company as at June 30, 2010 include those of the Company and its subsidiaries (together
referred to a§ "the Group"). The Group operates in Israel and abroad and is engaged in the
development, manufacture and keting of agrochemicals, intermediate materials for other
industries, food additives and synthetic aromatic products, mainly for export. The Company
is held by Koor I ndustries Ltd. (hereinaft:ée
trading on he Tel Aviv Stock Exchange.

2 Sales of agrochemical products are directly dependent on the agricultural seasons and the
cyclical pattern of the growing seasons an
evenly throughout the year. Countries locatetdhe 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 andast 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.

5. The Companyo6és worl dwi de operations act to
t he Co mp anydgherinshanorhsrn lEemisphehei

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 acooitfaids 34 i

Financial Reporting for Interim Periodand 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, 20(ereinafter "annual financial statementg\jiditionally, 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 intefimancial 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 judgemt 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.
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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

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

On December 31, 2009, $19,000 thousanag veclassified from current trade receivables to
noncurrent trade receivables.

On December 31, 2009, $41,000 thousand was reclassified from current inventory to non
current inventory (on June 30, 200%25,900 thousand). As of June 30, 2010, the- non
current inventory is $29,800 thousand.
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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

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 itsahfinancial 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 andransactions with norcontrolling interests

As from January 1, 2010 the Group implements IFREBu8iness Combinatior(008) and IAS 27
Consolidated and Separate Financial Statemgi2808) (hereinafteri IFRS 3 and IAS 27,
respectively)

The principal evisions 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 coolgdation 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 ambof 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 andtiéabdf the
acquiree, on a transactiy-transaction basis.

Transactions with nenontrolling interests while retaining control are accounted for as
equity transactions, so that any difference between the consideration paid or received and the
changemnoncontrolling interests is included ir
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 theyraed 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 financi#ihbility are recognized in profit or loss.

Goodwill is not to be adjusted in respect of the utilization of efomyard tax losses that
existed on the date of the business combination.
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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

Income or loss and any part of other comprehensive income awatall to the equity
holders of the Company and the aaomtrolling interests, even when the result is a negative
balance of the nenontrolling interests.

The discounted exercise price of a put option granted by the Group toontnlling
interests igecognized 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 nohcluded 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 norcontrolling interests has been broadened and includes in it additional
conponents 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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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

Note 3- Significant Accounting Policies (cont'd)

(2) First-t i me application of new standards (contd

A. Business combinations and transactionswithnen ont r ol | i ng i nterests
The revisions to the accounting policies that are described above are applied on a prospective basis.

As discussed previousltransactions 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 resting 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 applesamendment to IAS 1i7 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 gldessid 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 classifica®ma 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 significazdnsideration 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 resfulipplying the amendment, the group
reclassified the land as financial leasing and presented the asset as fixed asset, since the
Groupbdbs production factory is |l ocated on

As a result of retroactive application the group reclassified an amou8.®fmillion

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 noapitalized lease from the Israel Lands Administration,

for a 49year period. If certain conditis 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 thiand 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 wer 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.
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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

According to the provisions of IAS 17, the Group did nobggtze 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.

Accordingly, the effect of the retroactive application of the Standard's provisions
regarding the recording of fixed assets and the liabililynisaterial.
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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

Note 3- Significant Accounting Policies (cont'd)
(2) New standards and interpretations not yet adopted

International Financial Reporting Standard IFRS 9, Financial Instruments (hereinafter

"the Standard"). This standard is the first part of a comprehensive project to replace
International Accounting Standard IAS 39 Financial Instruments: Recognition and
Measurement (hereinaftér'lAS 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 assetizesl

cost and fair val ue, with the basis of c |
business model for managing financial assets and the contractual cash flow
characteristics of the financial asset. In accordance with the Standargesimient in a

debt i nstrument wi || be measured at amor
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 ahg gayments 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 entireichylantract 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 entitytlom 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 latertdaDividends 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 isffective 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 dter 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.

Thegroup 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
breakdaevn by the following business segments:

1  Activity in the agrochemical products market (Agro)
This is the main area of the Groupdbds operat
conventional agrochemical products.
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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

q Non-Agro activity
This field ofactivity includes a large number of sfiblds, including: Lycopan (an oxidization
retardant), aromatic products, and ot her <che
included in the agrproducts segment.

The basis of segmentation and theasurement 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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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

Note4-1 nf or mati on on Operating

Segments (con

A. Products and services: (contdd)

Segmat 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 1,233 90, 8 - 1,324
Inter-segment sales - 2,6 2, 9 -
Total revenues 1, 233 93, 4 2, 9 1,324
Segment 6s resul 139, 11,9 @, 2 150,
Income before tax 90, 8

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 1,201 81, 3 - 1,282
Inter-segment sales - 3,2 3, 2 -
Total revenues 1,201 84,6 3, 3 1,282
Segment 6s resul 131, 12,1 6 1)1 143,
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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

35

Income before tax 101,

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

Non-Agro

Agro activity activity Adj ustments Consolidated

$ thousands $ thousands $ thousands $ thousands
Statement of Income information:
Revenues
Sales outside the Group 554, 46,5 - 600,
Inter-segment sales - 1, 4 1,9 -
Total revenues 554, 47,9 14 )¢ 600,
Segment s resul 38, 6 6, 2 (7 2)¢ 44,0
Income before tax 14, 8



MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

Note4-1 nf or mati on on Operating Segments (con

A. Products and services: (contdd)

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 520, 39, 8 - 560,
Inter-segment sales - 1,1 1,72 i
Total revenues 520, 40, 9 @, 2 560,
Segment s resul 31, 2 6, 6 (2 8)7 37,6
Income before tax 6,1

For the year ended December 31, 2009 (Audited)

Non-Agro
Agro activity activity Adjustments Consolidaed
$ 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
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Notes to the Financial Statements as at June 30, 2010 (Unaudited)

MakhteshimAgan Industries Ltd.

Segment 6s resul 96,590 22,419 721 119,730

Income before tax
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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

Note4-1 nf or mati on on Operating Segments (con

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 6 33, 633, 261, 2 6,56 9
4: -5
North America 246, 244, 126, 120,
513-3
Latin America 221, 242, 105, 98, 8
651-9
Asia Pacific and 179, 118, 85, 3 52,4
Africa 356-1
Israel 43,5 44,1

22, 889 34- 3: 97-:7

1,324 1,282 600, 560,
3-325.
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, convelida¢udes,
stock purchase warrants, debentures purchase warrants, and commercial paper.

2. On May 11, 2010 the Companyds Board of Di
6,500, 000 options t o Company of ficere and
exercisable for ordinary shares of the Company, NIS 1 par valueTdazlexercise price of
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MakhteshimAgan Industries Ltd.

Notes to the Financial Statements as at June 30, 2010 (Unaudited)

the options is NIS 20.22 per optioiThe cost of the benefit embedded in the options when
allotted, based on the fair value as at their grant date, amountei$ioT.

The options will vest in three equal increments, wheretlaing: 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 yeaes dfie 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 @édrieach
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 pricéNIS) 20. 22
Expected fluctuations 43.12%
Projected average life of the options (in years) 4.0
Risk-free interest rate 3.%5
Economic value at grant date (NIS thousands) 28, 990
Economic value at grant date ($ thousands) 7,716
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Note 5- Additional Information (cont'd)

3. On May 11, 2010, the Companyds board of di
of rights to the Companyé6és sharehol der s, \
adopted earlier by the board ofettors 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 eagemt between the parties and the
fulfillment of suspending conditions, as stipulated in the binding agreement, the Company
will acquire all of the issued and paigh share capital of Albaugh Inc., a private company
associated in the United States ("acgdicompany"), from shareholders holding all of the
issued and paidp 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
paidup share capital dhe 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
closng date, and $455 million will be paid in promissory notes of the seller, in seven equal
annual interesbearing installments. Additionally, the seller will be allotted 59 million
shares in the Company, which will constitute 12% of the issued and palthcg capital of
the Company on a fulkdiluted 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
estimationof 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 subsidiargeare 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 amdie
Companydés financial statements include an

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
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maketing 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 deailed 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

significart exposure from these proceedings.
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Cont'd

In October 2007a monetary suit againsubsidiary in IsraeMakhteshim, with a motion

for a class action recogniticotalling NIS 1 billion (hereaftef "the claint 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 causaedeto 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.

In 2003, a criminal complaint was filedjainstsubsidiary in IsraeMakhteshimand one

of its directors byAdam, Teva VeDiflsrael Union for Environmental Defense). In the
complaint, Makhteshim is accused that on several occasions during the years 1999
through 2003, emissions of materialgpabhibited 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, accordingtihe complaint, constituted a crime under the
Law to Prevent Hazards, 1961 (this crime is a serious liability crime that does not
require proof ofcriminal intent). On May 26, 2010, the Court ordered dismissal of the
criminal proceedings in accordancetlwithe compromise agreement signed by the
parties, whereby Makhteshim will contribute $250 thousand to an environmental project
to be run byAdam, Teva VeDin.
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Somekh Chaikin

Telephone 972 3 684 8000
KPMG Millennium Tower Fax 972 3 684 8444
17 Ha'arba'a Street, PO Box 609 Internet  www.kpmg.co.il

Tel Aviv 61006 Israel

To the equity holders of MakhteshimAgan Industries Ltd.

Special Auditors' Report on Separate Interim Financial Information according to
Regulation 38D of the Securities Regulations (Periodic and Immed&aReports), 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
MakhteshimAgan Industries Ltd. ("the Companyd¥ at June 30, 2010 and for gie-month

and threemonth periods then ended. The separate interim financial information is the
responsibility of t he Companyos Board of
responsibility is to express a conclusion on skparate 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 investeeompanies 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
conclwsion, 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 thetmstitCertified

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 responsiblefinancial 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 tasobtain assurance that we would become aware of all

Somekh Chaikin, a partnership registered under the Israeli Partnel
Ordinance, is the Israeli member firm of KPMG International, a Sw
cooperative.



Somekh Chaikin

Telephone 972 3 684 8000
KPMG Millennium Tower Fax 972 3 684 8444
17 Ha'arba'a Street, PO Box 609 Internet  www.kpmg.co.il

Tel Aviv 61006 Israel

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, nothicanieaso 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

Somekh Chaikin, a partnership registered under the Israeli Partnel
Ordinance, is the Israeli member firm of KPMG International, a Sw
cooperative.



Condensed Interim Information on Financial Position

MakhteshimAgan Industries Ltd.

Current assets

Cash and cash equivalents

Shortterm investments

Prepaid expenses

Other receivables and investee companies

Derivatives

Deferred tax assets

Total current assets

Long-term investments, loans and receivables

June 30 June 30 December 31
2010 20¢C 20¢C
(Unaudited) (Unaudited) (Unaudited)
$ thousads $ thousands $ thousands
19,183 3,9

1,166
- 18, 0

46,053
406 52

267
43,729 73, 2

119,977
31,517 67, 9

8,912
539 8 9 ¢

894

95,374 164,
177,269



Balance of investee companies

Loans to investees

Derivatives

Fixed assets, net

Intangible assets, net

Deferred taxassets

Total non-current assets

Total assets

1,249,756

901,039

26,005

2,176,800

1,603

1,762

915

2,181,080

2,358,349

1,300,002 1,272
892,993 813,
20,540 31,0
2,213,535 2,117
1,517 1, 4
1,620 1,6
2,192 91:
2,218,864 2,121
2,314,238 2,285




Condensed Interim Information on Financial Position

MakhteshimAgan Industries Ltd.

Current liabilities

Current maturities of debentures

Other payables and investee companies

Derivatives

Total current liabilities

Long-term liabilities

Debentures

Other longterm liabilities

Employee benefits

June 30 Jure 30 December 31
2010 2009 2009
(Unaudited) (Unaudited) (Unaudited)

$ thousands

$ thousands

$ thousands

81, 94-¢

12, 22-: 3269

28, ! 2-7 46

122, 24 - 216 -

895, 54 - 27 -
- 69

2,4 4-7 5- 4




Total non-current liabilities

898, . 58 - 0 31-
Total liabilities 1.02¢ S 71 5. 137
Equity
Share capital 125, 236 - 236 -
Premium on shares

623, 734- 734-
Reserves ,

15, . 7-5 384

Retained earnings 818, 954 .- 842-
Treasury shares

245) 356 * )J356+%
Total equity attributable to equity holders of the Company 1,337 5. 462 5. 36:

Total liabilities and equity 2 35¢ 3. 4Dr 3-39c¢

Avraham Bigger Erez Vigodman Aviram Lahav
Chairman of the Board of Director: Chief Executive Officer Chief Financial Officer



Date the financial statements were approved: August 10, 2010



Condensed Interim Information on Income

MakhteshimAgan Industries Ltd.

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 $ thousards $ thousands $ thousands $ thousands
Revenues
Management fees from
Investees 10, | -9 3,09 5-1 27 - .
Expenses
General and
administrative 16, 23 . 1 9. 9 6- 4 36-
expenses
Operating loss ®6,7Y )3 - 7 G, 9)i )2 - 3 ). -5
Financing expenses 54, 49 - ST, 82-. 222-
‘ _*(C ‘ k- *
Financing income G1.) AU (G3.) B2 - 222
Financing expenses
(income), net 3,0 2-8 3,8 )8 & 51
Loss after financing
expenseset ©,7 B5-5 ©, B )5 5. ). -5



Income from investees

Income before tax

Tax expenses

Income for the piéod

attributed to equity holder:
of the Company

91, 95- - 20, 3-1 53 - ¢
82, 91 - : 10, 2 -7 44 - .
@, 1 ) @, B )2 2 7
83, . 8: - 12, 2-8 43- "




MakhteshimAgan Industries Ltd.

Condensed Interim Information on Comprehensive Income

Income for the period

attributed to equity holder:
of the Company

Elements of other
comprehensive income
Effective part of change in fair
value of cash flow hedges
Net change in fair value of
hedged cdsflow transferred to
statement of income

Actuarial gains (losses) from
defined benefit plan

Other comprehensive income

from investees

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

83,
(G
5, 4
1,3
7, B

8: - 12,
23- 7, B
6- 2 6, 7
)2+ 1, 2
)2 5 -* L2,

35-.

)3 3 -*

24

)42 T

43 -

34 -

)2 - ¥

)3 *.

)2 - ?



Taxes on elements of other

comprehensive income

Total other comprehensive

income for period, net of tax

Income for the period

attributed to equity holders
of the Company

10

2 )5 - 4 2p )5 & )5 - ¥
7, B )2 - 3 L2,)! 2 - 7 26 -
75, 89 - (22 41 59-:




Condensed Interim Information on Cash Flows for the

MakhteshimAgan Industries Ltd.

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
83, ¢ 8: - 12, ¢ 2-8 43- 7
Adjustments
Income from investees
©@1,)¢ Y9 5 -*7 (20,)¢ 3 -1 )5 3 -*¢
Depreciation and amortizatior
76 73 40 44! 2-4
Amortization of discount/
premium and issue cost:
11° )7 64 )38 )8 4
Expenses for employee options
2,9 4 - 3 1,7 2-5 9-7
Adjustment of longterm
liabilities
(22,)¢ 4-8 (31,246) 83- ¢ 6: - ¢
SWAP transaction
5,4 2-4 6,794 )3 7 -*Z Y2 6 -*¢

11



Change in provision for tax anc
Income taxprepayments,

net

Change in deferred taxes, net

Changes in asset and liability
items

Decrease (increase) in trade

receivablesad debit
balances

Increase (decrease) in
other

Ba?ables andredt
alances

Change in provisions and

benefits for employees
Adjustments and changes in
asset and liability items due to

transactions with investee

Net cash provided by (used

In) operating activities

12

1

C

e

2 )8 2 49t )2 3 )5 3"

- 39! 25. )9 © 6
57,1 )4 2 -*¢ 62, 1 )4 2 -*E )6 8 -*
24, ( )5 6 -*1 12,431 )5 4 -*€ )5 2 -*
X )2 1 @4 3! 6
B 4,)¢ 233- @L7,)" )2 8 -*7 82-
23, ¢ 61-¢ 26, ¢ )5 5 -*¢ 2 75




Cash flows for investing

activities

Acquisition of fixed assets

B0 )8 7 29« )8 1 )3 &
Additions to intangible ‘
assets 6 8t )6 *t @ 9. 4 2 2 -2
Shortterm investments
@R7,)¢ @a,?p 12 9 -*1
Net cash provided ly
Net cash provided by (used in)
investing activities from
investees
7,3 Y44 5% @25,)¢ 236¢* )34 3%
Net cash provided by (used
In) investing activities
(21,)¢ Y446 % R7,)¢ 237¢ )36 3¢

13



Condensed Interim Information on Cash Flows for the

MakhteshimAgan Industries Ltd.

Cash flows from financing
activities
Issuance of debentures

net of issue costs

Settlement of SWAP

transaction

Dividend to holders of
equity

Net cash provided by (used

In) financing activities

Net increase (decrease) in

cash and cash
equivalents

14

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

- 396 - - 396 -

- 2 -1 - 29-1 29- 1
G, D - )7 5 -*:
G, D 414 - - 29-1 3409 -
@ 7)2 29- 7 a,1 )26 4% 4-4



Cash and cash equivalents

at beginning of period

3,9 66 : 2,2 283 - 66!
Cash and cash
equivalents
at end of the period 1,1 5. . 1.1 2 . ¢ 4 -
Supplementary
information:
Interest paid in cash
@7,)¢ )3 6 -*4 R7,)¢ )3 6 -*4 )6 3 -*¢
Interest received in cast
7 36 23 46
Taxes paid in cash, net
1) )9 2 @p )33 )2 2

15
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Note 1- General

16

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 th& 2@ldendum 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 financifdrination 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:

8. (1) The Company - Makhtedim-Agan Industries Ltd.

9. (2) Subsidiaries Companles., mcludlr.]g partngrshlps, thse flna.nC|aI.statemen'
fully consolidated, directly or indirectly, with the financial stateme
of the Company.

10.(3) Investee Subsidiaries and.companlesc.ludlng. par.tne.rshlps or !omt ven.ture
the Company's investment in which is included in the finar
statements, directly or indirectly, on the basis of equity.

companies



