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Convenience Translation from Hebrew

THE STRAUSS GROUP LTD.
BOARD OF DIRECTORS’ REPORT TO THE SHAREHOLDERS
FOR THE QUARTER ENDED JUNE 30, 2010

EXPLANATIONS BY THE BOARD OF DIRECTORS REGARDING TH E
COMPANY'S BUSINESS SITUATION, THE RESULTS OF ITS OPERATIONS, ITS
SHAREHOLDERS' EQUITY AND CASH FLOWS

PRINCIPLE INFORMATION FROM THE DESCRIPTION OF THE C  OMPANY’'S BUSINESS

The Strauss Group Ltd. and the companies it canftedreinafter. théCompany” or the“Group” ) are a
group of industrial and commercial companies thadrate in Israel and abroad, in Central and Eastern
Europe, Brazil and the United States of Americangpally in the manufacture, sale and marketingaof
variety of branded food and beverage products. ddmdrolling shareholder of the Company is Strauss
Holdings Ltd.

The Group manages and develops its business veithith of providing the entire public with a broaatiety
of top-quality branded products for different comgtion opportunities. The Group is dominant in trafs
the markets in which it operates. The productshef Group are generally sold through a varietyalés
channels including large retail chains, privateretoand supermarkets, kiosks, workplaces, hotelsding
machines, etc.

The Group's Corporate Center is in Israel. Strdsisel is the second-largest company in the Isfaetl
industry and as at the first half of 2010 held &M% share of the domestic food and beverage mévked
quarterly average, in financial terrhs)The Group is also active in some ten countneSéntral and Eastern
Europe, in Brazil (in most of these countries theup is among the leading companies dealing intedas
and ground coffee), and in the USA.

The Group has two material areas of activity thrat r@ported separately as business sectors in rineah
Consolidated Financial Statements of the Compaese({hafter: thé Annual Financial Statements"). The
different businesses are run by their own separs@eagements, while the Corporate Center in Isiael i
responsible for capitalizing on the synergies betwiaem:

The Business in Israel — Strauss Israelncluding a major part of the Group's activitiedsrael, this sector
develops, manufactures, sells, markets and diséishin Israel, a large variety of branded food hederage
products, which includ&Health & Wellness" and"Fun & Indulgence" products.

Health & Wellnessproducts include: yogurts, dairy desserts, sofesks, fresh milk products, milk
beverages, refrigerated Mediterranean salads (hgimtehina, eggplant, etc.), cut vegetables, fresstap
products, cereal and granola bars, honey prodalitg oil and jams, as well as other products esigkely
distributed by the Company such as natural fruitgs manufactured by Ganir and long-life milk
manufactured by Ramat Hagolan Dairies, both of tvhie sold and distributed by the Group, and others

Fun & Indulgenceproducts include: sweet snack bars, chocolateetgbbweet spreads, confectionery,
chewing gum, cakes and cookies, biscuits, wafetlssatty snacks.

1 According to StoreNext figures. StoreNext engdgehe measurement of the regular everyday consgomis market in the
barcoded retail market.
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Strauss Israel is active through two main busintgsions that were established according to thedpct
groups described above and are based on develgoingumption trends worldwide and in Israel in
particular, with the aim of creating leading prottuand solutions that provide a successful resptmse
emerging consumer trends.

The Coffee Business — Strauss Coffetn this sector the Group develops, manufacturdks, searkets and
distributes a variety of branded coffee productssiael, in Central and Eastern European coungigbsin
Brazil; chocolate powder and other drink powdersi(iy in Israel), and it sells and distributes,several
countries outside of Israel, espresso coffee prsdiicavazza”) that are not manufactured by theupfo In

the framework of its business in Brazil, the Grdupys, processes and sells green coffee to exparters
Brazil and to customers outside of Brazil (maimyHurope and the USA), and also manufactures digl se
corn products and sweetened juices in Brazil. Thewpany's products are sold through various channel
including retail channels for home consumption atiter channels directed to away-from-home consumpti
(cafés, restaurants, institutions, workplaces).etc.

In addition to the areas of activity described ahahe Group has other activities that are incluitethe
Financial Statements as tt@ther Business" sector. The main activities among these opersitéoa:

Sabra Refrigerated Dips in the USA:The Group develops, manufactures, sells, markedsdistributes
hummus and chilled Mediterranean salads throughtmrth America. Sabra is jointly controlled by the
Group and PepsiCo (each holds 50%).

Max Brenner: The Group manufactures and sells chocolate produader the Max Brenner brand and
operates a chain of “Chocolate Bars” in Israel abdoad. These are wholly-owned by the Company or
operated under franchise and through partnersgdaliger a novel consumption experience in the cladeo
and chocolate beverage category.

Strauss Water: The Group develops, manufactures and sells wdter &ind purification systems. In 2007
the Company entered a partnership in a new veritutee water business (hereinafté2Q" ), and on
October 1, 2009 H2Q acquired 100% of the shardspé Industries (Tami4).

The Company has approximately 13,000 employeesitaime-half of them in Israel.

The Group's business is conducted in four majogiggahical regions (although management is baseteon
business category and not on the geographical megitsrael — the sale of Health & Wellness, Fun &
Indulgence and coffee products, as well as theuS¢r&Vater and Max Brenner activity in Israelirope —
the coffee business in Central and Eastern Eumil — the activity is managed by a joint venture tisat i
active primarily in roasted and ground coffee ie ttomestic market, the manufacture of corn prodaicts
the export of green coffee; atlie USA— Sabra and the Max Brenner activity (the stongbe USA).

2 For further information regarding the discontinaatof the distribution of Lavazza products in sotoentries, see
clause 10.2 of the Report of the Company's Busifiedbe year 2009.
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SEASONAL EFFECTS ON THE RESULTS OF THE COMPANY'S BUSINESS OPERATIONS

The Company's sales in some of its businessesharaaterized by seasonality. Income from saleotfee
products abroad is generally (relatively) highethia fourth quarter and (relatively) lower in tliest quarter.
Seasonality is affected mainly by the timing of eristian holidays and the end of the (Gregori@3r in
the fourth quarter, a period that is charactertagdncreased purchases of coffee products. Byrasttin
the first quarter purchase volumes are relatively, Imainly because people are still consuming thféee
products purchased in the previous quarter.

In Israel, seasonality is the result of two maintdas: the first is the timing of the Jewish holidawith
emphasis on Rosh HaShanah (the Jewish New YeaBasgbver, when the Company’s snack, chocolate and
coffee sales increase considerably. The secondrfacthe season of the year, with winter and igiing
characterized by greater consumption of confectior{enainly chocolate and snack bars) than the hot
seasons. Conversely, sales of cold beverages, (juitles) are higher in the summer, which fallsthie
second and third quarters of the year.

CHANGES IN THE ECONOMIC ENVIRONMENT

Several factors in the Group's macroeconomic enmient, including currency exchange rates, raw rizter
prices, inflation and economic slowdown, influetice Group's business operations.

Changes in the prices of raw materials and enegy to changes in the costs of manufacturing tbeyuts,
while changes in the exchange rates of the vagaugncies lead to changes in the cost of prodbetsare
imported in the various businesses and to changdbhe Shekel value arising from the translatioro int
Shekels of the Company's business results in soankets. The Group is taking the necessary stepeg to
prepared for the different scenarios and to detll thiem in the best manner possible.

After having witnessed, in the course of 2009,sing trend in the prices of some raw materials emergy
(notably crude oil, sugar, cocoa and Arabica coffdee first half of 2010 saw a trend of stabitiaa in the
prices of most raw materials (with the exceptionsafjar). Towards the end of the second quarter and
beginning of the third quarter 2010 there wasiagitrend for most raw material and energy prices

For more information on the economic environmerd #me impact of external factors on the Company's
business, see section 6 in the chapter Descripfittre Company's Business for the year 2009.
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ANALYSIS OF FINANCIAL RESULTS *

Following are the condensed financial accountingag¢ments of income for the quarter and the half et
June 30, 2010 and 2009 (in NIS millions):

First Half Second Quarter
2010 2009 % Chg 2010 2009 % Chg

Sales 3,276 3,036 7.9 1,580 1514 4.3
Cost of sales not including impact of hedging

transactions 1,977 1,917 3.2 965 946 2.0
Revaluation of the balance of hedging transactions

on commodities as at the end of the period (10) (2) (12) 3
Cost of sales 1,967 1,915 2.8 954 949| 0.6
Gross Income 1,309 1,121 16.7 626 565| 10.7
Selling and marketing expenses 786 678 16.0 385 344| 121
General and administrative expenses 201 17713.1 96 90 6.1
Operating income before other income

(expenses) 322 266 21.0 145 131| 10.1
Other income, net (27) (27) (20) (22)
Operating Income 295 239 23.6 125 109| 14.6
Financing income, net (29) 27) 89 (21) (31| -344
Income before taxes on income 266 212 254 104 78| 34.2
Taxes on income (82) (65) 25.5 (29) (21)| 375
Effective tax rate 30.8% 30.8% 28.0% 27.3%
Income for the period 184 147 254 75 57| 33.0
Income attributed to the shareholders of the

Company 136 112 21.7 52 38| 40.7
Income attributed to the minority interest 18 35 37.1 23 19| 184

Following are the adjustments to the Company's darma statements (NIS millions):

First Half Second Quarter
2010 2009 % Chg 2010 2009 % Chg

Operating income — financial accounting — after
other income (expenses) 295 239 23.6 125 109| 146
Share-based payment and one-time bonus 6 6 3 1
Revaluation of the balance of hedging transactions

on commodities as at the end of the period (10) (2) (11) 3
Other expenses 27 27 20 22
Operating income — pro-forma 318 270 17.7 137 135 1.2
Financing expenses, net (2P) (a7 (21) (31)
Taxes on income (82) (65) (29) (21)
Taxes in respect of adjustments to the above

management operating income (2) (3) 1 (3)
Income for the period — pro-forma 205 175 174 88 80| 10.5
Income attributed to the shareholders of the

Company 155 134 16.0 63 55| 16.8
Income attributed to the minority interest 50 41 21.6 25 25 0.3

* The financial data were rounded off to NIS milim The percentages change were calculated orattie b
of the exact figures in NIS thousands.
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Following are the condensed results of business mpiens (based on the Company's pro-forma
statements) for the quarter and the half ended Jud@ 2010 and 2009 (in NIS millions):

First Half Second Quarter
2010 2009 % Chg 2010 2009 % Chg

Sales 3,276 3,036 7.9 1,580 1514 43
Cost of sales 1,977 1,917, 3.2 965 946 2.0
Gross Income 1,299 1,119 16.0 615 568 8.3
Selling and marketing expenses 786 67815.9 385 344| 120
General and administrative expenses 195 17113.7 93 89 4.6
Operating income — pro-forma 318 270 17.7 137 135 1.2
Financing income (expenses), net (29) (7) 8.9 (21) (31| -344
Income before taxes on income 289 243 18.7 116 104, 11.8
Taxes on income (84) (68) 22.0 (28) (24) 16.0
Income for the period — pro-forma 205 175 174 88 80| 10.5
Income attributed to the shareholders of the

Company 155 134 16.0 63 55 16.8
Income attributed to the minority interest 50 41 21.6 25 25 0.3

Following are the condensed results of business mapiens (based on the Company's pro-forma
statements) of the business sectors for the quaged the half ended June 30, 2010 and 2009 (in NIS
millions):

First Half Second Quarter

2010 2009 % Chg 2010 2009 % Ch
Israel
Net sales 1,324 1,308 1.3 627 627 -
Gross income 560 542 3.2 269 261 2.7
Operating income 156 149 5.0 67 66 0.9
Coffee
Net sales 1,597 1,581 1.0 770 811 -5.1
Gross income 552 493| 120 254 263 -3.4
Operating income 141 123 14.2 63 73 -13.9
Other *
Net sales 355 147 141.8 183 76 141.9
Gross income 187 84| 120.8 92 44 111.0
Operating income 21 (2) - 7 (4) -
Total
Net sales 3,276 3,036 7.9 1,580 1,514 4.3
Gross income 1,299 1,119 16.0 615 568 8.3
Operating income 318 270 17.7 137 135 1.2

For information on the adjustments to the Compapysforma statements see Note 3 to the Financial
Statements.
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ANALYSIS OF THE BUSINESSS RESULTS OF THE GROUP

General

The Strauss Group concluded the first half of 2@ith sales amounting to NIS 3,276 million, an irase of
7.9%, improved gross profit and profitability (aceting and pro-forma) and improved operating prafitl
profitability (accounting and pro-forma). The gribmin sales is evident in all of the Group's atitdd. The
Group's activity in the in-home market in Israehtioues to expand, with Israel sales growing byl%.
further to the acquisition of Tami4.

Sales

In the first halfof 2010 the Group's sales amounted to NIS 3,2Tl&micompared to NIS 3,036 million last
year, an increase of 7.9%. After neutralizing therency impact, growth amounted to 6.8%. Organic
growth after neutralizing the impact of changesxuohange rates in the half amounted to 1.4%.

In the second gquartesf 2010 the Group's sales amounted to NIS 1,580omicompared to NIS 1,514
million last year, an increase of 4.3%. After maliting the currency impact growth amounted td%,.4nd
organic sales after neutralizing the impact of gesnin exchange rates in the second quarter decrdgs
0.2%.

Gross Profit

In the first halfof the year the financial accounting gross prfiled NIS 1,309 million (39.9%) compared
to NIS 1,121 million last year (36.9%), an increa$d 6.7%. The pro-forma gross profit in the halialed
NIS 1,299 million compared to NIS 1,119 milliontlg®ar, an increase of 16.0%, rising from 36.9%89%%

In the second quartehe financial accounting gross profit totaled M million (39.6%) compared to NIS
565 million last year (37.3%), an increase of 10.7%he pro-forma gross profit in the second quarter
amounted to NIS 615 million compared to NIS 568lionil last year, an increase of 8.3%, rising fronb84

to 38.9%.

The gross profit improved in most of the Group'sibasses, most notably Sabra and Strauss Coffee. T
gross profit was positively influenced by the desein material costs and by the growth in salaswves, as
well as by the consolidation of the Tami4 activity the first time.

The Group has contended with the changes in ravwerimbprices and exchange rates through operational

streamlining in most areas of its activity and lysing the prices of its products in the coffeeihess
outside of Israel.

Operating Profit before Other Income (Expenses)

First half

The financial accounting operating profit (befothey expenses) totaled NIS 322 million (9.8% ofesal
compared to NIS 266 million (8.8%), an increas€df0%. The growth in the Group's operating prifit

mainly due to the increase in the gross profit nehaintaining the operating expenses level.

The pro-forma operating profit in the first half 2010 totaled NIS 318 million (9.7% of sales) congghto
NIS 270 million (8.9%) last year, an increase of7/%s.
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Second quarter

The financial accounting operating profit (beforthey expenses) totaled NIS 145 million (9.2% ofesal
compared to NIS 131 million (8.7%) last year, aoréase of 10.1%. The growth in the Group's opegati
profit is mainly due to the increase in the grosxfipand to maintaining the operating expensesllev

The pro-forma operating profit in the second quaxtaled NIS 137 million (8.7% of sales) compatedN|S
135 million (8.9%) last year, an increase of 1.2%.

The increase in the Group's pro-forma operatinditpi® evident in all of the Company's activitiesThe
operating profit in the Coffee Sector improved b4.286 and in the Israel Sector by 5.0%. In all other
activities there was a significant improvementdaling the consolidation of Tami4 for the first tiraad the
continued growth in Sabra's profits (3.0%).

Other Income (Expenses), Net

Other expenses, net, totaled NIS 27 million infib& half of 2010, similar to the correspondingipd last
year. Most of the expenses in the half are atteithtio the discontinuation of the activity of théosidiary in
Bulgaria further to Strauss Coffee's decision t@ s market. Following this decision the suligig
recognized expenses of NIS 17 million. Most of tiileer expenses in the first half of 2010 are [aited to
the impairment of goodwill in Strauss Coffee's $diagy in Serbia in an amount of NIS 22 million tine
second quarter.

In the second quarter, other expenses, net, totdl&d20 million compared to NIS 22 million in the
corresponding period last year.

Operating Profit after Other Expenses

In the first halfthe Company's consolidated operating profit tata&gS 295 million, compared to NIS 239
million last year.

In the second quartehe Company's consolidated operating profit totdidS 125 million, compared to
NIS 109 last year.

Financing, Net

In the first halfof 2010 net financing expenses totaled NIS 29iomillcompared to expenses of NIS 27
million in the corresponding period last year.

The growth in financing expenses is the resulth& tevaluation of Index-linked liabilities in regpeof
Debentures Series A and B on the basis of the kniotex (0.4% compared to 1.2% last year) and the
attribution of financing expenses from Index hedgeshe quarter versus financing income from Index
hedges in the corresponding quarter last year, twhad a higher impact; from the inclusion of Tami4'
results for the first time; and from an increasenat credit volumes compared to the correspondarépg
last year. Conversely, financing income from tleeatuation of foreign currency transactions and net
exchange rate differentials in the first half cdmited to offsetting the increase.

In the second quarteret financing expenses totaled NIS 21 million canegl to expenses of NIS 31 million
in the corresponding quarter last year.
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The decrease in net financing expenses in the degpaarter is due to income from the revaluatiofoeign
currency positions and balances as a result oflévaluation of the Company's operating currencersus
the US Dollar during the quarter, compared to faiag expenses in the corresponding quarter lastaga
result of the revaluation of those currencies verthie Dollar. Conversely, financing income in exgpof
Index hedges entered in the corresponding quavtéch had a higher impact than the revaluationmnaiek-
linked liabilities in respect of Debentures Sereand B on the basis of the known Index (1.3% mdhrrent
guarter versus 1.9% in the corresponding quartecjusion of Tamid's results for the first time;dathe
increase in net credit volumes compared to theesponding quarter last year, contributed to offsgtthe
decrease.

The net credit volume as at June 30, 2010 total&da46 million compared to NIS 707 million on Dedsan
31, 2009 and NIS 674 million on June 30, 2009.

Income before Taxes on Income

In the first halfof 2010 the Group’s consolidated income beforee¢agn income amounted to NIS 266
million (8.1% of sales) compared to NIS 212 milligh0% of sales) last year, an increase of 25.4%.

In the second quartéhe consolidated income before taxes on incomeuatad to NIS 104 million (6.6% of
sales) compared to NIS 78 million (5.2% of sales}he corresponding quarter last year, an incredse
34.2%.

Taxes on Income

In the first halfof 2010 taxes on income amounted to NIS 82 millidmereas last year taxes on income
amounted to NIS 65 million, with effective tax ratamaining at 30.8%. The increase in tax expeisst®e
result of an increase in the pre-tax profit.

In the second guartéaxes on income amounted to NIS 29 million, reftecan effective tax rate of 28.0%,
compared to NIS 21 million and an effective taxeraf 27.3% last year. The increase in tax expeisses
mainly the result of an increase of pre-tax profit.

Income for the Period

In the first half of 2010 the financial accounting income for theiqeé amounted to NIS 184 million
compared to NIS 147 million last year, an increafs25.4%. The pro-forma income for the period anted
to NIS 205 million compared to NIS 175 million lagtar, an increase of 17.4%. The increase in tpiofi
mainly the result of the increase in the operagirafit.

In the second quarteaf 2010 the financial accounting income for theiqe amounted to NIS 75 million
compared to NIS 57 million last year, an increas@30%. The pro-forma income for the period artedn
to NIS 88 million compared to NIS 80 million lastar, an increase of 10.5%. The increase in pi®fit
mainly the result of the increase in the operagirafit.

Income for the Period for the Shareholders of the @mpany

In the first halfthe financial accounting income for the period tloe shareholders of the Company totaled
NIS 136 million compared to NIS 112 million lastayean increase of 21.7%. The increase in prefitue
mainly to the increase in the operating profit. eTgro-forma income for the shareholders of the Gomwp
totaled NIS 155 million compared to NIS 134 millitast year, an increase of 16.0%.
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In the second quartdhe financial accounting income for the period floe shareholders of the Company
totaled NIS 52 million compared to NIS 38 millioast year, an increase of 40.7%. The pro-formanmeco
for the shareholders of the Company in the secoadter totaled NIS 63 million compared to NIS 53liom
last year, an increase of 16.8%.

The increase in the income for the period for tmersholders of the Company in the half and in therigr is
mainly due to the increase in the operating peoid the decrease in financing expenses.

Income for the Period for Minority Shareholders
In the first halfof 2010 the minority share in the income of sulasids totaled NIS 48 million compared to
NIS 35 million in the corresponding period last yean increase of 37.1%. The increase in the ritinor

share is mainly due to the continued growth ingiadits of the Coffee Sector.

In the second quartéie minority share in the income of subsidiar@aled NIS 23 million compared to NIS
19 million in the corresponding period last year jrzcrease of 18.4%.

LIQUIDITY, SOURCES OF FINANCING AND FINANCIAL POSIT ION

Cash flows provided by operating activiity the first half of 2010 totaled NIS 186 millioopmpared to
NIS 280 million last year. The change in the agieg cash flow in the half is mainly due to ingean net
profit that was partially offset by a net increageNIS 118 million in working capital items in threported
period compared to NIS 37 million in the correspogdperiod last year, and due to an increase in tax
payments compared to the corresponding period/éast

Cash flows used in investment activitythe first half totaled NIS 217 million compargdNIS 257 million
in the corresponding period last year. Most ofd¢hange in the reported period is the result oficédns in
the scope of acquisitions of negotiable securdigs bonds offset by the acquisition of land in SmHor an
industrial activity of Strauss Israel at a coshNd$ 50 million transacted during the period.

Cash flows used in financing activity the first half of 2010 totaled NIS 126 milli@@mpared to NIS 209
million in cash provided in the corresponding pédrlast year. During the first half of 2010 the Guany
received long-term loans in an amount of NIS 8lliam| compared to the issue of debentures in the
corresponding period last year, in an amount of 488 million.

Cash flows provided by operating activitythe second quarter of 2010 totaled NIS 113iom|lcompared to
NIS 244 million in the corresponding quarter lagélyy The decrease in the operating cash flow islyndue
to an increase of NIS 8 million in working capitEms in the current quarter compared to a decrebsédS
101 million in the corresponding period last year.

Cash flows used in investment activity the second quarter totaled NIS 121 million canegl to NIS 213
million in the corresponding period last year. Mokthe change is due to the acquisition of s¢i@srias a
short-term investment last year for NIS 126 millioompared to NIS 47 million in the current quarter

Cash flows used in financing activity the second quarter totaled NIS 23 million coregato NIS 240
million in cash provided in the corresponding pdrlast year. In the second quarter of 2009 the fgzom
issued debentures in an amount of NIS 494 million.
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Cash and cash equivalents of the Compasyat June 30, 2010 totaled NIS 742 million, camgao
NIS 935 million on June 30, 2009. In accordanctwiompany policy, these assets are invested mainly
deposits (most of them in Euros, Shekels and Djllar Additionally, the Company has short-term
investments in securities (mainly linked to the i&ipe

Liguidity ratio for the Compangs at June 30, 2010 was 1.65, compared to 1.&eoamber 31, 2009. As
at June 30, 2010 liabilities in respect of longrtdoans and credit (including current maturitiesjoanted to
NIS 1,711 million compared to NIS 1,619 million Becember 31, 2009.

As at June 30, 2010 short-term credit (excludingent maturities) amounted to NIS 145 million comgzh
to NIS 131 million on December 31, 2009.

As at June 30, 2010 supplier credit totaled NIS gdllion compared to NIS 757 million on December, 31
20009.

Total assetsn the Company's Consolidated Statement of Fimdr@bdndition as at June 30, 2010 amounted
to NIS 5,961 million, compared to NIS 6,166 million December 31, 2009.

As at June 30, 2010 the ratio of equity attributethe shareholders of the Company to the totatass the
Company's Consolidated Statement of Financial Gmmdivas 30.2%, compared to 32.2% on December 31,
20009.

The Company’'s activities outside of Israel are cmteld in various foreign currencies and through
autonomous companies. Any weakening in relatiothéoShekel of the currencies in the countries ity
the Company operates reduces the shareholdersyedihe Company, and vice versa.

Other comprehensive income for the period

The other comprehensive income includes profitasslitems credited directly to equity, particulatiye
revaluation of securities available for sale arftedentials arising from the translation of foreigarrency in
respect of an investment in overseas subsidiatieshe first half of the year losses in respectrahslation
differentials, which are the major component of teenprehensive income, totaled NIS 177 million é@bid,
compared to profits from translation differentiatgaling NIS 111 million in credit in the corresmbng
period last year. These translation differentes the result of the significant weakening of muisthe
operating currencies of the Group companies abmoadlation to the Shekel, which was expressechén t
guarterly movement in the reserve from translatiifferentials of foreign currency.

In the second quarter losses in respect of traosldifferentials totaled NIS 55 million in deb@tpmpared to
profits from translation differentials totaling N#8! million in credit in the corresponding periadt year.

ANALYSIS OF THE BUSINESS RESULTS OF THE GROUP'S MAJOR BUSINESS UNITS

The Group's Activity in Israel

Strauss Group is the second-largest company ifstheli food industry and in the first half of 20b8ld an
11.4% share of the food and beverage market iddhsestic retail market (on a monthly average iariiial
terms, according to StoreNext figures). The Isnaalrket is the Group's home market, in which &dsive in
various categories.
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The sales for the entire business of Strauss Ghougrael include the Health & Wellness and Fun &
Indulgence Divisions, the coffee business in Isrsiex Brenner in Israel and the Tami4 activity.

In the first half of 2010 Strauss Group's saledsiael totaled NIS 1,817 million compared to NI$4h
million in 2009, an increase of 10.4%.

In the second quarter of 2010 the Group's salésdel totaled NIS 848 million compared to NIS Fidlion

in the corresponding period in 2009, an increase 25%6.

Further to the acquisition of Tami4 in the fourthager of 2009, the Group has intensified its topomts
with the Israeli consumer and expanded beyondlretad away-from-home (AFH) sales into a direct
interface with the consumer.

The Coffee Sector

In the global coffee business the Group focuseshendevelopment, manufacture, marketing and sale of

branded coffee products in Israel and in variousrging markets — Central and Eastern Europe anzi|Bra

Following is the scope of sales by the Coffee Seatothe major geographical regions, and growth ed

for the quarter and the half ended June 30, 2010c82009 (in NIS millions):

First Half Second Quarter
% change % change
in local in local
Geographical region 2010 2009 | %chg | currency* 2010 2009 % chg | currency*
Brazil (1) (2) 609 508 20.0 6.8 308 280 10.0 2.3
Israel 299 312 (4.2 (4.2) 124 137 (9.2) (9.2)
Former Yugoslavia
countries 108 110 (2.1) 12.6 56 61| (8.8) 11.7
Former USSR countries 250 264 (5.1) (4.3) 123 129| (4.6) (1.4)
Balkan states 133 18[1 (26.5) (21.6) 65 98| (33.8) (24.3)
Poland 198 206 (4.2 (7.1) 94 106| (11.6) (6.5)
Total 1,597 1581 1.0 (1.6) 770 811 (5.1) (3.9

* The growth rate in the local currency neutradiflee impact of changes in exchange rates, iniffezaht countries in relation to the
Shekel, on the growth in the countries' sales.

(1) Brazil sales in the first half of 2010 inclusi@les amounting to NIS 114 million of green cofe@el NIS 33 million of corn. In the
first half of 2009 sales of green coffee amountmélS 103 million and corn amounting to NIS 28It were included.

(2) Brazil sales in the second quarter of 2010udelsales amounting to NIS 53 million of green eefdnd NIS 17 million of corn.
In the second quarter of 2009 sales of green caffeeunting to NIS 55 million and corn amountingNts 15 million were

included.

Sales

Sales by Strauss's Coffee Sector in the first ba#010 totaled NIS 1,597 million compared to NIS81

million last year, an increase of 1.0%.

After malizing the impact of currency exchange ratesessal
decreased by 1.6%. Organic sales (after neutnglitie acquisition of businesses and the impaekcfiange
rate differentials) decreased by 2.6%.
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Convenience Translation from Hebrew

Sales by the sector in the second quarter total8d7M0 million compared to NIS 811 million last yea
decrease of 5.1%. After neutralizing the impactcafrency exchange rates, sales decreased by 3.9%.
Organic sales (after neutralizing the acquisitibrbasinesses and the impact of exchange rate eliffiads)
decreased by 4.5%.

Sales in the half and in the quarter were infludniog the weakness in the various markets in CEEthad
increase in the competition.

Gross profitin the first half increased by 12.0% and totald® 852 million (34.6% of sales) compared to
NIS 493 million (31.2%) last year. The increasaioss profit was mainly the result of the decréasaw
material prices compared to last year and of tmeeogy impact in the various countries.

In the second quarter gross profit decreased b% 3add totaled NIS 254 million (33.0%) compared to
NIS 263 million (32.5%) last year. The decreasgrimss profit was mainly due to the drop in saled the
currency impact.

The operating profibf the Coffee Sector in the first half increasgd1d.2% and totaled NIS 141 million
(8.8% of sales) compared to NIS 123 million (7.8f/sales) last year. The operating profit was el
influenced mainly by the growth in gross profitreglation to last year.

In the second quarter the operating profit of theffée Sector totaled NIS 63 million (8.2% of sales)
compared to NIS 73 million (9.0%) last year. Tlemrbase in operating profit was mainly due to therelse
in gross profit in relation to last year.

Distribution of coffee sales by geographical regiom the first half of 2010 and 2009:

Balkans 2009 Balkans 2010
cis 11.4% cls 8.3% Poland

16.7% 15.7% 12.4%

Poland
13.1%

Former
Yugoslavia
7.0%

Former
Yugoslavia
6.7%

Israel

18.7% Brazil

38.1%

Israel
19.7% Brazl

32.1%

Brazil

The Company in Brazil continues to grow while iragiag its market shares and expanding into addition
geographical regions in the country. Average maskare of the Brazilian operation in the firstflwl2010,
according to A.C. Nielsen, reached 17.6% comparelbt4% last year and an average of 16.1% in 2009.

After continuous growth and an increase in the nremad products and brands in the country, a detigias
made to refresh the corporate identity in Bratil.this context, after half a century under the adi®anta
Clara", the name of the Company in Brazil was cedntp "3 Coracfes". The new corporate identity wil
enable optimization in the allocation of resourfmrsthe development of brands at present and irfuthee,
and will allow for a reduction in the costs invalvin managing a broad product portfolio by identify
synergies and achieving consistency in communiaatémd in marketing management.

12



Convenience Translation from Hebrew

The new logo of the Company in Brazil is a visugdresentation of three intertwined hearts ("coratie
Portuguese means "hearts"); the three hearts myrésee profound pleasures: taste, knowledgdifend

Coffee sales in Brazil (after neutralizing the eeffexport, corn and juice powders businesses) gsew
16.6% (3.8% in local currency) in the first half2010, and total sales in that country grew by 20(6.8%
in local currency). Growth is evident in most i@tg, especially in Sao Paolo, where the Compangras
to grow and to increase its market shares. Irs¢iwend quarter coffee sales in Brazil grew by 8(@%% in
local currency), and total sales in Brazil grewli®y0% (2.3% in local currency).

The former Yugoslavia countries

In the first half of 2010 the Company's sales desed by 2.1% and in the second quarter, salesabetdy
8.8% (an increase of 11.7% in local currency). Tlenpany continues to contend with challenging mark
conditions and a shift to the consumption of simplefee, mainly in Serbia.

The Balkan states

Sales were adversely influenced by the economigdddavn and increasing competition in the region.

The former USSR countries

Volume growth in the Company's sales in Russiaicoat, but following market weakness in the former
USSR region and growing competition (campaignsdisdounts), sales in the region in local currenuy ia
Shekels decreased compared to last year.

Poland

In the first half the Company's sales in Polandenwspacted by the weakness in the country andribwigg
competition. The Company in Poland has succeeaud@adproving its competitive position in the countbut
sales in local currency and in Shekels have faligitly compared to last year.

Israel

The decrease in sales in the first half was infbeeinmainly by the discontinuation of the distribuatiof
Jacobs Coffee in 2010. Coffee sales in the seqoadter were influenced by the timing of PassovEhe
Company continues to maintain its competitive positin Israel while persevering in the process of
operational streamlining.

The Israel Sector

In this sector the Group develops, manufacturdks, searkets and distributes a broad variety ohdead food
and beverage products in Israel. In line with@reup's focus on the development of products ahdisns
preferred by the consumer, the Group's productsrimel center on providing a response to two leadin
consumption trend$Health & Wellness” and“Fun & Indulgence”. This structure supports the Company
in contending with the challenges in the businesdgrenment.

13



Convenience Translation from Hebrew

Following are the condensed results of business apiens based on the pro-forma statements of Straus
Israel by unit, for the quarter and half ended Jur&0, 2010 and 2009 (in NIS millions):

First Half Second Quarter

2010 2009 % 2010 2009 %
Health & Wellness
Net sales 873 862 1.3 448 444 1.0
Operating income 10 99 31 59 59 1.2
Fun & Indulgence
Net sales 451 446 1.2 179 183 -2.3
Operating income 54 50 89 8 7 1.3
Total Israel
Net sales 1,324 1,308 1.3 627 627 -
Operating income 156 149 5.0 67 66 0.9

Sales

In the first half of 2010 sales by the Israel Se¢tdaled NIS 1,324 million compared to NIS 1,308lion

last year, an increase of 1.3%. Sales by the isettihe second quarter totaled NIS 627 milliomigr to

last year. Growth in the half was positively irfhced by the volume increase in most units and the
continuing investment in innovation, and converseiythe second quarter was negatively influencethie
timing of Passover (which this year fell in thesfiguarter and last year, in the second quarter).

Gross profitin the Israel Sector totaled NIS 560 million ir tfirst half of 2010 compared to NIS 542 million
last year, an increase of 3.2%. The gross prafiét rose from 41.5% to 42.3% this year. In theosdc
guarter gross profit totaled NIS 269 million comgrhto NIS 261 million last year, an increase oPR2.7The
gross profit rate rose from 41.7% to 42.8%.

Most of the improvement in gross profit in the fitalf and second quarter is due to the volume tirow
sales and to the continued implementation of stliearg processes in the cost of sales.

Pro-forma operating profiin Israel in the first half of 2010 increased h9% and amounted to NIS 156
million. The operating profit margin improved arainounted to 11.8% compared to 11.4% in the
corresponding period last year.

In the second quarter the operating profit totdd#8 67 million compared to NIS 66 million last yean
increase of 0.9%. The operating profit margin ioyed and amounted to 10.7% compared to 10.6% in the
corresponding period last year. The growth in aperating profit in Israel is due to the improveinan
gross profit and continued streamlining processes.

Other Business

As mentioned, the Group has other activities, wtdoh included in the Financial Statements in ththé®
Business" sector. Following is a brief descriptofrdevelopments in these activities in 2010:

Sabra Refrigerated Dips in the USA

Sabra's activity has been proportionately constditlg50%) since the closing of the transaction with
PepsiCo, beginning in the second quarter of 2008.

14



Convenience Translation from Hebrew

In the first half of 2010 Sabra's sales continuedrow, as did its market share, and it maintaimdelading
position in the refrigerated flavored spreads apd dategory.

In the second quarter Sabra's new salad factongegpi Virginia. The new plant, which is the protiof
Strauss's partnership with PepsiCo—Frito-Lay inthlédmmerica, is considered the largest and most ramha
facility of its kind in the world, is a model ofrievation and includes a variety of developmenthafresh
food business.

The new plant will enable Sabra to significantlgrisase production capacity, continue to improveritsluct
variety and quality and provide a response to emirgg demand for its products, as well as enabte it
develop a broad range of categories and producite wbntinuing to grow the market in which Sabra is
active.

Sabra's average market share in the first halfiisfytear was 44.8% compared to an average markes sif
37.7% in the corresponding period last year and\arage market share of 41.2% in the fourth quarftter
2009 (according to IRI data published in March 2010

Following are selected financial data on Sabralsitc(reflecting 100%)

ales— In the first half of 2010 Sabra's sales totdl¢8 269 million compared to NIS 201 million lastaye
an increase of 33.6%. After neutralizing the cacseimpact, growth amounted to 44.1%.

In the second quarter of the year Sabra's saleketoNIS 142 million compared to NIS 107 milliorsigear,
an increase of 33.2%. After neutralizing the cacseimpact, growth amounted to 42.8%.

The operating profifn the first half of 2010 totaled NIS 33 milliodZ.1% of sales) compared to NIS 32
million last year (15.8%), an increase of 3.0%.

In the second quarter operating profit totaled 2Smillion (8.8% of sales) compared to NIS 18 roiflilast
year (16.6%), a decrease of 29.8%. The decreasgeirating profit in the quarter is the resultlod bpening
of the new plant in Virginia and the continued @iem of the old plant in New York.

Max Brenner

In the first half of 2010 Max Brenner's sales tethNIS 49 million compared to NIS 46 million lagtay, an
increase of 6.0%. After neutralizing the impacicafrency exchange rates, growth in the half amexutm
9.6%.

In the second quarter of 2010 Max Brenner's salzdetd NIS 23 million compared to NIS 22 milliorsta
year, an increase of 4.3%. After neutralizing ithg@act of currency exchange rates, growth in treoise
guarter amounted to 8.3%.

After the end of the quarter the Company openeeva@hocolate Bar in Las Vegas, which joins the @0
Max Brenner Chocolate Bars in operation aroundatbdd: 6 in Israel, 2 in the USA, 2 in the Philipgs, 1

in Singapore and 19 in Australia. Other than sewenches that are owned by the Company, all other
branches are operated under franchise.

Toward the end of the year the Company is schedolegen another Max Brenner Chocolate Bar in Bgsto
while continuing to invest in the development ofecmfrastructure for the Max Brenner business.
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Strauss Water

In July 2009 the Strauss Group presented Straussr\&iad its strategy. Strauss Water will lead miathage
Strauss's activity in the water industry and wihve as one of the Group's growth drivers in conyears.
Strauss Water will gather knowledge in the fielddevelopment, production, marketing, distributiand
business development for this sector of activity|srael and internationally. In this context thempany
announced that an agreement had been signed factpgsition of Tana Industries (Tami4) through its
subsidiary, H2Q. The acquisition of Tana Industrisompleted on October 1, 2009, is a direct caation

of Strauss's entry into the drinking water industwhich began some two and a half years ago wheu&t
invested in H2Q with the goal of becoming a sigufit global player providing drinking water soluisoto
consumers in and outside of Israel.

Following the establishment of Strauss Water therajions of H2Q and Tami4 were merged with the @im
integrating the technology developed by H2Q witlmiis capabilities, in order to serve as the infradure
for Strauss Water's activities in Israel and ingionally.

In October 2009 the Strauss Group paid NIS 303onillor Tana Industries' shares, and Tana wasfeaesd

to H2Q with zero (net) financial liabilities. Traequisition was financed by an investment by thrausis
Group in H2Q, which increased Strauss's holdindd2Q) to approximately 87% of the company's share
capital. Tamid's sales are fully consolidatedtim&@s Water commencing in the fourth quarter @20

Strauss Water's pro-forma sales (assuming thafr#mei4 business had been fully consolidated from the
beginning of 2009) amounted to NIS 171 million le tfirst half of 2010 compared to NIS 145 millicast
year, an increase of 18.1%. In the second qu8ttauss Water sales totaled NIS 88 million compavedS

78 million in the corresponding period last yearjrcrease of 13.5%.

In 2010 the Company plans to continue to invesihéndevelopment of infrastructure for the globgdansion
of the water business.

EXPOSURE TO MARKET RISKS AND THE MEANS FOR THEIR MA NAGEMENT

Other than the following, as at the end of the sdaguarter of 2010 and compared to the end of 20@9e
was no material change in the market risks to wihieghCompany is exposed, in the policy for managing
these risks, in the persons responsible for thaeinagement, and in the means for monitoring andziegl
policy, as published in the Board of Directors' Bems at December 31, 2009 and as at March 3D.201

During the first half 2010 and the beginning df third quarter the Company engaged in option &etiens
on the TELBOR interest rate (CAP) in an amount ¢ 800 million, at an exercise price of 3.25%-3.5%.
The goal of these transactions is to completelygheithe exposure to varying interest rates in raspec
Debentures Series C.
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ASPECTS OF CORPORATE GOVERNANCE

Master Control of the Process of Preparing and Appoving the Financial Statements

The Company organ responsible for master contritiésBalance Sheet Committee established by thedBoa
of Directors of the Company. Following the publioa of the Companies Regulations (Instructions and
Conditions with Respect to the Procedure for theprApal of Financial Statements) — although they are
applicable only with respect to the Financial Staats for the year 2010 and thereafter — on Mag;2@10

the Board of Directors of the Company adopted alution for a change in the composition of the Baka
Sheet Committee pursuant to the requirements ofRbgulations. The members of the Balance Sheet
Committee commencing on that date are Professardd&€hwartz (Chairperson), Dalia Lev, CPA, Dr. Arie
Ovadia, Meir Shani and Dr. Michael Angel.

The Board of Directors of the Company and its BaéaSheet Committee have a series of control presess
in place for the Financial Statements before thheyapproved. These controls include, among others:

e The EVP Finance holds meetings with the Chairpemsbithe Balance Sheet Committee on
financial and accounting issues that are relevanthe Company. Before the Financial
Statements were approved a meeting was held betithedBVP Finance and the Balance Sheet
Committee Chairperson to discuss material issuas &nose during the preparation of the
Financial Statements for the second quarter of 2010

e The Company Auditor holds conversations with théaBee Sheet Committee on subjects that
arise during the review of the Financial StatemenBefore the Financial Statements were
approved a conversation was held between the Companlitor and the Balance Sheet
Committee to discuss material issues that arosmgliihe process of reviewing the Financial
Statements for the second quarter of 2010.

o Before the Financial Statements are approved ti Einancial Statements are forwarded to the
Committee members and the rest of the membersddard for their inspection.

e The Financial Statements are presented for dismudsi the Board's Balance Sheet Committee.
In this discussion the EVP Finance presents amsite review of business activities and the
Company's business results for the period. The EMBnce also reviews the critical estimates
applied and material issues that arose in the psoo&preparing the Financial Statements. The
Company Auditor is also present at this meetingyel as the Internal Auditor. The Financial
Statements are presented for further discussiompprbval by the Board of Directors.
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Information on the Company's Preparations for the implementation of ISOX

Following are actions executed by the CompanyHerilmplementation of ISOX until the date of thipoe:

A preparation plan has been defined for the implegat®on of a project for evaluating the
effectiveness of the internal control of financiaporting and disclosure in accordance with the
Securities Regulations (Periodic and Immediate Rspo

The person responsible for the implementation efptoject is the Group Controller.

The processes which the Company considers higligtantive to financial reporting and disclosure
are the process of closing financial statements,stiles process with emphasis on the issuing of
invoices and customer master data, the procurepmeness with emphasis on payments to suppliers,
and the inventory process, with emphasis on itssomesnent and costing.

The Company has performed a risk assessment ahateontrol, on which basis the business
processes and internal controls in place over &ihmeporting and disclosure were documented.

Additionally, a gap analysis process was performét respect to gaps existing in the planning of
internal control over financial reporting and dasuire, including the definition of the actions
required to close these gaps.

REGULATIONS WITH RESPECT TO FINANCIAL REPORTING BY THE CORPORATION

Events during the Reported Period

1.

5.

Accounting changes

For information on the first-time implementation afcounting standards and information on new
standards and interpretations not yet adoptedNséz 1.2 and Note 1.3 to the Consolidated Interim
Financial Statements as at June 30, 2010, respBctiv

Payment of a dividend
For information on the distribution of a divideddclared on January 19, 2010 and paid on February
17, 2010, see Note 4.2 to the Consolidated Int€éiimancial Statements as at June 30, 2010.

Real estate transaction

- For information on the Company's engagement on Makc 2010 with the Israel Land
Administration in an agreement for the leasing afeal estate property, see Note 4.1 to the
Consolidated Interim Financial Statements as ag JB@n 2010.

- For information on the engagement of the subsid@inauss Health Ltd. (80%), during the
reported period, in three transactions for the shleal estate, including the sale of land rigbts
a controlling shareholder of the Company, see Mofeto the Consolidated Interim Financial
Statements as at June 30, 2010.

Shelf-stocking
For information on changes in the Company's sételfking system, see Note 4.3 to the Consolidated
Interim Financial Statements as at June 30, 2010.

Grant of warrants to a senior executive
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10.

11.

- For information on the grant of warrants to a senfficer in the Group pursuant to the approval
of the Board of Directors of March 7, 2010, seeeNS12 to the Consolidated Interim Financial
Statements as at June 30, 2010.

- For information on the grant of warrants to a senificer and a senior executive in the Group
pursuant to the approval of the Board of Directafrdune 14, 2010, see Notes 5.3 and 8.1 to the
Consolidated Interim Financial Statements as a¢ 3@ 2010.

Option plan

For information on a change in the option plan $enior employees, approved by the Board of
Directors of the Company on April 25, 2010, seeeNbtl to the Consolidated Interim Financial
Statements as at March 31, 2010.

Legal proceedings
- For information on changes in legal proceedingthéreported period, see Notes 6.2-6.10 to the
Consolidated Interim Financial Statements as a¢ B3 2010.

- The Auditors' Review Report of these Interim Ficiah Statements refers the reader to Note 6.1
to the Consolidated Interim Financial Statementatakine 30, 2010 regarding suits filed against
the Company with the aim of procuring their recaigni as class actions.

Financing

For information on the filing of a draft prospectwith the Securities Authority and the Tel Aviv
Stock Exchange Ltd., see section 3.1 in the chdpésision of the Description of the Company's
Business as at June 30, 2010.

Changes in the team of officers in the Group
For information on changes in the team of officersthe Group, see section 6 in the chapter
Revision of the Description of the Company's Businas at June 30, 2010.

Transactions with controlling shareholders
For information on a transaction with controllifgaseholders, see section 3 above.

Ratification of debenture rating

For information on the ratification of Series A,aBd C debentures in circulation, by Ma’alot Israel
Securities Ltd., see section 3.2 in the Companysifess as at June 30, 2010
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POST STATEMENT OF FINANCIAL CONDITION DATE EVENTS

For a review of events occurring after the datehef Statement of Financial Condition, see Note &
Consolidated Interim Financial Statements as at¢ 3@ 2010.

The Board of Directors and Management express theigratitude and appreciation to the employees
and managers of the Strauss Group.

Ofra Strauss Gadi Lesin
Chairperson of the Board CEO

August 16, 2010
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Review Report to the Shareholders of Strauss Group Ltd.
Introduction

We have reviewed the accompanying financial information of Strauss Group Ltd. and its
subsidiaries (hereinafter — “the Group”) comprising of the condensed consolidated interim
statement of financial position as of June 30, 2010 and the related condensed consolidated
interim statements of income, comprehensive income, changes in equity and cash flows for the
three and six months periods then ended. The board of directors and management are
responsible for the preparation and fair presentation of this interim financial information in
accordance with IAS 34 “Interim Financial Reporting”, in addition management is responsible for
the financial information to be prepared in accordance with Section D of the Securities
Regulations (Periodic and Immediate Reports), 1970. Our responsibility is to express a
conclusion on this interim financial information based on our review.

We did not review the condensed interim financial information of certain consolidated
subsidiaries whose assets constitute 13.03% of the total consolidated assets as at June 30,
2010, and whose revenues constitute 2.10% and 2.19% of the total consolidated revenues for
the six and three months periods then ended, respectively. The condensed interim financial
information of those companies was reviewed by other auditors whose review reports thereon
were furnished to us, and our conclusion, insofar as it relates to amounts emanating from the
financial information of such companies, is based solely on the said review reports of the other
auditors.

Scope of Review

We conducted our review in accordance with Standard on Review Engagements 1, "Review of
Interim Financial Information Performed by the Independent Auditor of the Entity" of the Institute
of Certified Public Accountants in Israel. A review of interim financial information consists of
making inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with generally accepted auditing standards in Israel and
consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review and the review reports of other auditors, nothing has come to our attention
that causes us to believe that the accompanying financial information was not prepared, in all
material respects, in accordance with 1AS 34.

In addition to the mentioned in the previous paragraph, based on our review and the review
reports of other auditors, nothing has come to our attention that causes us to believe that the
accompanying interim financial information does not follow, in all material respects, the
disclosure directives of Section D of the Securities Regulations (Periodic and Immediate
Reports), 1970.

We call attention to that stated in Note 6.1 regarding a claim that was filed against the Company
for the purpose of being certified as class action.

Sincerely,

Somekh Chaikin
Certified Public Accountants (lIsr.)
August 16, 2010
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Consolidated Interim Statements of Financial Positio n

Strauss-Group Ltd.

Current assets

Cash and cash equivalents
Marketable securities and deposits
Trade receivables

Income tax receivables

Other receivables and debit balances
Inventory

Assets classified as held for sale

Total current assets

Investments and non-current assets

Other investments and long-term debit balances

Assets designated for the payment of employee benefits, net
Fixed assets

Intangible assets

Deferred expenses

Investment property

Deferred tax assets

Total investments and non-current assets

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

NIS Millions

742 935 957
118 156 86
954 963 998
81 **36 **55
217 201 176
677 714 664
8 - -
2,797 3,005 2,936
139 132 158
6 6 7
1,438 *1,293 *1,381
1,544 1,286 1,627
27 *29 *31
5 *22 *21
5 8 5
3,164 2,776 3,230
5,961 5,781 6,166

Total assets

Ofra Strauss Gadi Lesin
Chairperson of the Board of Directors Chief Executive Officer

Date of approval of the interim financial statements: August 16, 2010

Shahar Florence
Chief Financial Officer
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Strauss-Group Ltd.
Consolidated Interim Statements of Financial Positio n

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

Current liabilities
Current maturities of debentures 258 92 94
Short terms loans and credit 192 *179 *167
Trade payables 641 609 757
Income tax payables 43 *»52 **50
Other payables and credit balances 524 408 480
Provisions 39 29 36
Total current liabilies 1_,_6_9_7_ 1389 1,584
Non-current liabilities
Debentures 1,253 1,473 1,410
Long-term loans and credit 153 *21 *79
Long-term payables and credit balances 33 50 38
Employee benefits, net 28 31 32
Deferred taxes 133 *102 *137
Total non-current liabilites . 1600 1677 1,696
Equity
Share capital 243 242 243
Share premium 622 622 622
Translation reserve (198) (76) (71)
Treasury stock (20) (20) (20)
Reserve for available for sale financial assets 1 4 1
Retained earnings 1,152 1,081 1,210
Total equity attributable to the Company’s sharehol ders 1,800 1,853 1,985
Minority interest 864 882 901
Totalequiy 2664 273 .. 2,886
Total liabilities and equity 5,961 5,781 6,166
* Retrospective implementation, see Note 1.2.2 regarding initial implementation of accounting standards.
xk Reclassified, see Note 1.4.

The accompanying notes are an integral part of the financial statements.
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Consolidated Interim Statements of Income

Strauss-Group Ltd.

Sales

Cost of sales

Valuation of balance of commaodities
hedging transactions as at end of period
Other costs

Total cost of sales

Gross profit

Selling and marketing expenses

General and administrative expenses

Operating profit before other income
(expenses)

Other income
Other expenses
Other income (expenses), net

Operating profit

Financing income
Financing expenses
Financing expenses, net
Profit before income taxes
Income taxes

Profit for the period

Attributable to:
The Company’s shareholders
Minority interest

Profit for the period

Earnings per share of the Company’s
shareholders

Basic earnings per share (in NIS)
Diluted earnings per share (in NIS)

For the year

For the six months ended For the three months ended ended
June 30 June 30 June 30 June 30 December 31
2010 2009 2010 2009 2009
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Audited)
NIS millions

3,276 3,036 1,580 1,514 6,373

(10) (2) (11) 3 (4)

1,977 1,917 965 946 4,002

1,967 1,915 954 949 3,998

_________ 1309 . p121 626 565 2375
786 678 385 344 1,442

201 177 96 90 374

987 855 481 434 1,816

322 266 145 131 559

4 3 3 3 4

(31) (30) (23) (25) (39)

27) (27) (20) (22) (35)
___________ 295 .28 1108 %24
23 31 11 2 38

(52) (58) (32) (33) (125)

(29) 27) (22) (31) (87)

266 212 104 78 437

(82) (65) (29) (22) (119)

184 147 75 57 318

136 112 52 38 233

48 35 23 19 85

184 147 75 57 318

1.28 1.06 0.49 0.35 2.21

1.27 1.06 0.49 0.35 2.20

The accompanying notes are an integral part of the financial statements.
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Consolidated Interim Statements of Comprehensive Inc

ome

Strauss-Group Ltd.

Profit for the period

Other comprehensive income:
Foreign currency translation differences

Changes in fair value of available for sale
financial assets, net of tax

Net change in fair value of available for
sale financial assets transferred to the
statement of income

Other comprehensive income (loss), net
of tax

Comprehensive income (loss) for the
period

Attributable to:

The Company’s shareholders
Minority interest

Comprehensive income (loss) for the
period

* Less than NIS 1 million.

For the three months

For the year

For the six months ended ended ended
June 30 June 30 June 30 June 30 December 31
2010 2010 2010 2009 2009
(Unaudited) (Unaudited) (Unaudited)  (Unaudited) (Audited)
NIS millions
__________ 184 Mro TS 8 ... 318
177) 111 (55) 44 120
-* 10 5) 10 2
- - - - 1
S L0 R 12 N ©0) __.._....%4 .12
7 268 15 111 441
9 198 13 72 321
2) 70 2 39 120
7 268 15 111 441

The accompanying notes are an integral part of the financial statements.



Convenience Translation from Hebrew

Strauss-Group Ltd
Consolidated Interim Statements of Changes in Share  holders' Equity

Attributable to the Company's shareholders
Reserve in
respect of
available for Non-
Share Share  Translation Treasury sale financial Ret ained Controlling Total
capital premium reserve stock assets earnings Total interests equity
NIS millions
Balance as at January 1, 2010 — audited 243 622 (71) (20) 1 1,210 1,985 901 2,886
Changes during the six-month period ended
June 30, 2010 - unaudited:
Comprehensive income the period
profit for the petiod . - - - - - 136 16 48 184
Components of comprehensive income the period:
Foreign currency translation differences - - (127) - - - (127) (50) (177)
Changes in fair value of available for sale financial
assets, net of tax - - - - -* - -* -* -*
Other comprehensive income (loss) for the period, net
oftax SR T (27) . T L - 2n o 60 (177)
Comprehensive income (loss) for the period - - - (z2rn - - 16 91 @ 7
Exercise of employee share options - - - - - - -* - -*
Share-based payment - - - - - 6 6 - 6
Share-based payment in subsidiary - - - - - - - -* -*
Dividend paid to non-controlling interests in
subsidiary - - - - - - - (21) (21)
Dividend declared to non-controlling interests in
subsidiary - - - - - - - (14) (14)
Dividend paid - - - - - (200) (200) - (200)
Balance as at June 30, 2010 — unaudited 243 622 (198) (20) 1 1,152 1,800 864 2,664

* Less than NIS 1 million.
The accompanying notes are an integral part of the financial statements.



Convenience Translation from Hebrew

Strauss-Group Ltd
Consolidated Interim Statements of Changes in Share  holders' Equity

Attributable to the Company's shareholders
Reserve in
respect of
available for Non-
Share Share  Translation Treasury sale financial Ret ained Controlling Total
capital premium reserve stock assets earnings Total interests equity
NIS millions
Balance as at January 1, 2009 — audited 242 622 (158) (20) - 1,171 1,857 842 2,699
Changes during the six-month period ended
June 30, 2009 - unaudited:
Comprehensive income the period
profit for the petiod . - - - - - 112 M2 3 147
Components of comprehensive income the period:
Foreign currency translation differences - - 82 - - - 82 29 111
Changes in fair value of available for sale financial
assets, net of tax - - - - 4 - 4 6 10
Other comprehensive income (loss) for the period, net
oftax . T8 T 4 T 86 | . 3% . 121
Comprehensive income (loss) for the period - - - & - 4 112 19 n 268
Exercise of employee share options - - - - - - -* - -*
Share-based payment - - - - - 2 2 - 2
Share-based payment in subsidiary - - - - - - - -* -*
Dividend paid - - - - - (200) (200) - (200)
Dividend paid to non-controlling interests in
subsidiary - - - - - - - (30) (30)
Balance as at June 30, 2009 — unaudited 242 622 (76) (20) 4 1,081 1,853 882 2,735

* Less than NIS 1 million.
The accompanying notes are an integral part of the financial statements.



Convenience Translation from Hebrew

Strauss-Group Ltd
Consolidated Interim Statements of Changes in Share  holders' Equity

Attributable to the Company’s shareholders
Reserve in
respect of
available
for sale Non-
Share Share  Translation Treasury financial Retained Controlling Total
capital premium reserve stock assets earnings Total interests equity
NIS millions
Balance as at April 1, 2010 — audited 243 622 (161) (20) 3 1,097 1,784 897 2,681
Changes during the three-month period ended
June 30, 2010 — unaudited:
Comprehensive income the period
Profit for the period - - e - 52 52 23 75
Components of comprehensive income the period:
Foreign currency translation differences - - (37) - - - (37) (18) (55)
Changes in fair value of available for sale financial
assets, net of tax - - - - ) - (2) 3) 5)
Other comprehensive income (loss) for the period, net
oftax S T Gn @ SR G I ) R (60)
Comprehensive income (loss) for the period - - - en - @ 52 3 2 15
Exercise of employee share options *- - - - - - *- - *-
Share-based payment - - - - - 3 3 - 3
Share-based payment in subsidiary - - - - - - - *_ *_
Dividend paid to non-controlling interests in
subsidiary - - - - - - - (21) (21)
Dividend declared to non-controlling interests in
subsidiary - - - - - - - (14) (14)
Balance as at June 30, 2010 — unaudited 243 622 (198) (20) 1 1,152 1,800 864 2,664

* Less than NIS 1 million.
The accompanying notes are an integral part of the financial statements.



Convenience Translation from Hebrew

Consolidated Interim Statements of Changes in Share

holders' Equity

Strauss-Group Ltd

Balance as at April 1, 2009 — unaudited

Changes during the three-month period ended
June 30, 2009 - unaudited:

Comprehensive income the period

Profit for the period

Components of comprehensive income the period:
Foreign currency translation differences

Changes in fair value of available for sale financial
assets, net of tax

Other comprehensive income (loss) for the period, net
of tax

Comprehensive income (loss) for the period

Exercise of employee share options

Share-based payment

Share-based payment in subsidiary

Dividend paid to non-controlling interests in
subsidiary

Balance as at June 30, 2009 — unaudited

* Less than NIS 1 million.

Attributable to the Company’s shareholders

Reserve in
respect of
available
for sale Non-
Share Share  Translation Treasury financial Retained Controlling Total
capital premium reserve stock assets earnings Total interests equity
NIS millions
242 622 (106) (20) - 1,049 1,787 873 2,660
_____________ e i T e .88 88 A e
- - 30 - - - 30 14 44
- - - - 4 - 4 6 10
_____________ i 30 A s e A
_____________ i L0 oA 38 P2 3 n
*_ _ - - - - *_ - *_
- - - - - (6) (6) - (6)
- - - - - - - *- *_
- - - - - - - (30) (30)
242 622 (76) (20) 4 1,081 1,853 882 2,735

The accompanying notes are an integral part of the financial statements.
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Convenience Translation from Hebrew

Consolidated Interim Statements of Changes in Share

holders' Equity

Strauss-Group Ltd

Balance as at January 1, 2009 — audited

Changes in 2009 — audited:

Profit for the period

Components of comprehensive income the period:
Foreign currency translation differences

Changes in fair value of available for sale financial
assets, net of tax

Other omprehensive Income for the period, net of tax

Comprehensive income the period
Exercise of employee share options
Share-based payment

Share based payment in subsidiary

Benefit in respect of capital notes to minority in
Subsidiary

Dividend paid

Dividend paid to the minority in subsidiary
Issuance of rights and investment in subsidiary
Balance as at December 31, 2009 — audited

* Less than NIS 1 million.

Attributable to the Company’s shareholders

Reserve in
respect of
available
for sale Non-
Share Share  Translation Treasury financial Retained Controlling Total
capital premium reserve stock assets earnings Total interests equity
NIS millions
242 622 (158) (20) - 1,171 1,857 842 2,699
_____________ e il il il %88 288 85 318
- - 87 - - - 87 33 120
- - - - 1 - 1 2 3
_____________ o LA O SO .2 (UL L4
_____________ L 8T8 sy 1200 A4
1 - - - - - 1 - 1
- - - - - 6 6 - 6
- - - - - - - *- *_
- - - - - - - @ @
- - - - - (200) (200) - (200)
- - - - - - - (63) (63)
- - - - - - - 4 4
243 622 (71) (20) 1 1,210 1,985 901 2,886

The accompanying notes are an integral part of the financial statements.
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Convenience Translation from Hebrew

Consolidated Interim Statements of Cash Flows

Strauss-Group Ltd.

For the three months For the year

For the six months ended ended ended
June 30 June 30 June 30 June 30 December
2010 2009 2010 2009 31, 2009
(Unaudited)  (Unaudited) (Unaudited)  (Unaudited) (Audited)
NIS millions
Cash flows from operating activities
Income for the period 184 147 75 57 318
Adjustments:
Depreciation 82 7 42 40 158
Amortization of intangible assets and deferred
expenses 28 16 11 10 39
Impairment provision of fixed assets, intangible
assets and investment property - 22 - 22 23
Other expenses (income), net 9 (2) 9 4) 4
Expenses in respect of share based payment 6 1) 3 (6) 8
Financing expenses, net 29 27 21 31 87
Income tax expenses 82 65 29 21 119
Change in inventory (40) 114 (66) 29 197
Change in trade and other receivables (21) 8 67 119 48
Change in long-term trade receivables 12 (11) - (6) 2
Change in trade and other payables (57) (160) 9) 47) (90)
Change in provisions and employee benefits (1) 8 (1) 4 9
Interest paid (33) (33) (11) (6) (62)
Interest received 11 9 6 7 18
Income tax paid, net (105) (6) (63) 27) (85)
Net cash flows provided by operating
activities 186 280 113 244 793
Cash flows to investing activities
Purchase of marketable securities, net (37) (122) (47) (126) (47)
Proceeds from sale of fixed assets and
intangible assets 6 7 3 4 18
Acquisition of subsidiary, net of cash acquired - (7) - ©) (284)
Acquisition of fixed assets (see also Note 4.1) (176) (115) (64) (69) (241)
Investment grants received 1 1 - - 4
Investments in intangible assets and deferred
expenses (18) (16) (13) (10) (39)
Repayment of deposits and loans granted 12 9 4 4 20
Long-term loans granted (5) (14) (4) 9) (47)
Net cash flows used in investing activities (217) (257) (121) (213) (616)

The accompanying notes are an integral part of the financial statements.
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Convenience Translation from Hebrew

Consolidated Interim Statements of Cash Flows (cont' d)

Strauss-Group Ltd.

Cash flows from financing activities

Short-term bank credit, net

Receipt of long-term loans

Repayment of long-term loans and debentures

Issuance of debentures, net

Issuance of preferred shares to non-controlling
interests' holders in subsidiary

Dividend paid

Dividend paid to non-controlling interests'
holders in subsidiary

Net cash flows provided by (used in)
financing activities

Increase (decrease) in cash and cash
equivalents

Cash and cash equivalents as at beginning of
period

Effect of exchange rate fluctuations on
cash balances

Cash and cash equivalents as at end of
period

For the three months

For the year

For the six months ended ended ended
June 30 June 30 June 30 June 30 December

2010 2009 2010 2009 31, 2009

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

NIS millions

14 (40) 14) (19) (79)

102 10 19 3 63

(21) (25) (7) (8) (140)

- 494 - 494 494

- - - - 13

(200) (200) - (200) (200)

(21) (30) (21) (30) (63)

(126) 209 (23) 240 88

(157) 232 (31) 271 265

957 680 790 671 680

(58) 23 (17) 7) 12

742 935 742 935 957

For investing and financing activities not involving cash flows see Note 7.

The accompanying notes are an integral part of the financial statements.
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Strauss-Group Ltd.

Notes to the Interim Consolidated Financial Statemen ts

Unaudited

Note 1 - Reporting Principles and Accounting Policy

11

111

11.2

113

114

1.2

121

General

The reporting entity, Strauss Group Ltd (hereinafter: “the Company” or “Strauss Group”) is an Israeli
resident company. The address of the Company's registered office is 49 Hasivim St. Petach Tikva.

The Company and its subsidiaries are a group of industrial and commercial companies, which operates in
Israel and abroad, in developing, manufacturing, marketing and selling a broad variety of branded food
products and beverages. The consolidated interim financial statements as at June 30, 2010 and for the six
and three months periods then ended (hereinafter - the “Interim Statements”) comprise the Company and
its subsidiaries and the Group’s interest in jointly controlled companies.

The controlling shareholder of the Company is Strauss Holdings Ltd. (hereinafter: "the Parent Company"
or “Strauss Holdings”).

The consolidated Interim Statements have been prepared in accordance with IAS 34 regarding interim
financial reporting and Section D of the Securities Regulations (Periodic and Immediate Reports) - 1970.

These Interim Statements should be read in conjunction with the audited consolidated financial statements
of the Company and its subsidiaries as at December 31, 2009 and for the year then ended together with
their accompanying notes (hereinafter — the “Annual Financial Statements”). The accounting principles
applied in preparing these Interim Statements are consistent with the principles applied in preparing the
Annual Financial Statements, except for that mentioned in Item 1.2 hereunder. Certain comparative
figures have been reclassified so that they may correspond with presentation in the current period, see
Note 1.4.

The consolidated financial statements are presented in NIS, which is the functional currency of the
Company. As from the financial statements for the first quarter of 2010, the Company presents the
financial information in NIS millions. The financial information has been rounded to the nearest million.

These Interim Statements have been approved by the Company's Board of Directors on August 16, 2010.
Initial implementation of accounting standards

Revised IFRS 3, Business Combinations, and Revised IAS 27, Consolidated and Separate Financial
Statements —

As from this years' financial statements the Group implements IFRS 3 (2008) and IAS 27 (2008).
Furthermore, as from the current year financial statements the Group has early implemented the following
amendments to IFRS 3 (2008), which were published in the framework of Improvements to IFRSs 2010:

The principal revisions and amendments are as follows:

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

e Transactions resulting in the parent company losing control over a subsidiary are to be accounted for
so that the residual holding after discontinuance of the consolidation is remeasured on the date of
discontinuing the consolidation, at fair value, through profit or loss.

e In business combinations achieved in stages, the difference between the fair value at the first date of
consolidation and the carrying amount of the original investment at that date, is recognized in profit or
loss.

e Non-controlling interests that are instruments that give rise to a present ownership interest and entitle
the holder to a share of net assets in the event of liquidation (for example: ordinary shares), will be
measured at the date of the business combination at either fair value, or at their proportionate interest
in the identifiable assets and liabilities of the acquiree, on a transaction-by-transaction basis. This
accounting policy choice does not apply to other instruments that meet the definition of non-controlling
interests (for example: options to ordinary shares). Such instruments will be measured at fair value or
in accordance with other relevant IFRSs.

e Transactions with non-controlling interests (formerly "minority interests") while retaining control are
accounted for as equity transactions, so that any difference between the consideration paid or
received and the change in non-controlling interests is included in the share of the Company’s owners
in equity.
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Convenience Translation from Hebrew

Strauss-Group Ltd.

Notes to the Interim Consolidated Financial Statemen ts

Unaudited

Note 1 - Reporting Principles and Accounting Policy (cont'd)

1.2

121

122

Initial implementation of accounting standards (cont'd)

Revised IFRS 3, Business Combinations, and Revised IAS 27, Consolidated and Separate Financial
Statements (cont'd) —

e Costs associated with the acquisition that were incurred by the acquirer in respect of the business
combination are accounted for as an expense in the period they are incurred and the services are
received.

e Contingent consideration is measured at fair value at the date of the business combination.
Subsequent to the date of acquisition, changes in the fair value of a contingent consideration
classified as a financial liability are recognized in profit or loss. The cost of a business combination
that occurred before January 1, 2010 is adjusted in respect of contingent consideration that has not
been settled or otherwise resolved, if and when the payment of the contingent consideration is
probable and the amount can be measured reliably.

e Goodwill is not to be adjusted in respect of the utilization of carry-forward tax losses that existed on
the date of the business combination.

e  Profit or loss and any part of other comprehensive income are allocated to the equity holders of the
Company and the non-controlling interests, even when the result is a negative balance of the non-
controlling interests.

e The discounted exercise price of a put option granted by the Group to non-controlling interests is
recognized as a financial liability. In subsequent periods, changes in value of the liability are
recognized in profit or loss.

e On the acquisition date the acquirer recognizes a contingent liability assumed in a business
combination, even if it is not included in the financial statements of the acquiree, if there is a present
obligation resulting from past events and its fair value can be reliably measured.

e The definition of non-controlling interests has been broadened and includes in it additional
components such as: the equity component of convertible debentures of subsidiaries, share-based
payments that will be settled with equity instruments of subsidiaries and share options of subsidiaries.

e The market-based valuation of share-based payment awards of the acquirer that are issued in a
business combination in exchange for share-based payment awards of the acquiree, will be
apportioned between the cost of the acquisition and post-acquisition compensation costs, whether or
not the acquirer is obliged to replace the acquiree’s existing share-based payment awards.

The initial implementation of the accounting standards and amendments had no effect on the company's
financial statements.

Amendment to IAS 17, Leases, with respect to classification of land and building leases —

In accordance with the Amendment, a lease of land does not have to be classified as an operating lease in
every case that ownership is not expected to pass to the lessee at the end of the lease period; rather, a
land lease is to be examined according to the regular criteria for classifying a lease as a finance lease or
as an operating lease.

It was also provided that when a lease includes both a land component and a buildings component, the
classification of each component should be based on the criteria of the standard.

The Group examined the classification of land leases on the basis of the information available on the date
of the lease agreements.

The Group has capitalized land lease agreements with the Israel Lands Administration and others for a
period of 49-99 years. Before adopting the Amendment the Group classified these leases as operating
leases. As a result of adopting the Amendment, the Group classified the lands as being leased under a
finance lease and presented them under fixed assets or investment property, according to the nature of
the asset.
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Convenience Translation from Hebrew
Strauss-Group Ltd.

Notes to the Interim Consolidated Financial Statemen ts
Unaudited

Note 1 - Reporting Principles and Accounting Policy (cont'd)

1.2 Initial implementation of accounting standards (cont'd)
1.2.2 Amendmentto IAS 17, Leases, with respect to classification of land and building leases (cont'd) —

The Amendment was adopted on a retrospective basis, and the following amounts were reclassified as a

13

13.1

result:

June 30, 2009

(Unaudited)

NIS Millions

As reported

As reported in
these financial

previously Reclassification statements
Fixed assets 1,271 22 1,293
Deferred expenses 52 (23) 29
Investment property 21 1 22
Short-term loans and credit (279 - (179)
Long-term loans and credit (20) (1) (21)
Deferred tax liabilities (103) 1 (102)

Net effect on retained earnings

December 31, 2009

(Audited)

NIS Millions

As reported

As reported in
these financial

previously Reclassification statements
Fixed assets 1,354 27 1,381
Deferred expenses 59 (28) 31
Investment property 20 1 21
Short-term loans and credit (167) *- (167)
Long-term loans and credit (78) (1) (79)
Deferred tax liabilities (138) 1 (137)

Net effect on retained earnings

* Less than NIS 1 million.

New standards and interpretations not yet adopt  ed

In the framework of Improvements to IFRSs 2010, in May 2010 the IASB published and approved 11
amendments to IFRS and to one interpretation on various accounting issues. Most of the amendments
shall apply to periods beginning on or after January 1, 2011 and permit early adoption, subject to the

specific conditions of each amendment.

Presented hereunder are the amendments that have not been early adopted and may be relevant to the
Group, and which are expected to have an effect on the financial statements:

e Amendment to IAS 34 Interim Financial Reporting — Significant events and transactions — The
Amendment expanded the list of events and transactions that require disclosure in interim financial
statements, such as the recognition of a loss from the impairment of financial assets and changes in
the classification of assets as a result of changes in their purpose or use. In addition, the materiality
threshold was removed from the minimum disclosure requirements included in the Standard before its
amendment. The Amendment is effective for annual periods beginning on or after January 1, 2011.

Early application is permitted and is required to be disclosed.
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Convenience Translation from Hebrew
Strauss-Group Ltd.

Notes to the Interim Consolidated Financial Statemen ts

Unaudited

Note 1 - Reporting Principles and Accounting Policy (cont'd)
1.3 New standards and interpretations not yet adopt  ed (cont'd)
1.3.1 (Contd) -

U Amendment to IAS 1 Presentation of Financial Statements — Presentation of statement of changes in
equity — In accordance with the Amendment a reconciliation between the carrying amount at the
beginning of the period and the carrying amount at its end for each component of equity is required
to be presented in the statement of changes in equity, while separately disclosing changes arising
from profit or loss, other comprehensive income and transactions with the owners in their capacity as
owners. Such reconciliation should also be presented for each component of other comprehensive
income either in the statement of changes in equity or in the notes. The Amendment is effective for
annual periods beginning on or after January 1, 2011. Early application is permitted and is required
to be disclosed.

1.3.2 For information regarding new standards and interpretations not yet adopted, see also Note 3.24 of
the Annual Financial Statements.

1.4 Reclassification

The amount of NIS 23 millions was reclassified as at June 30, 2009 and as at December 31, 2009
following which the balance of income tax receivables and the balance of income tax payables have
decreased.

The reclassification did not have an effect on equity and on profit and loss.

Note 2 - Seasonality

The Company'’s shacks sales in Israel are characterized by seasonality. The snacks sales are usually higher in the
first and third quarters of the year. The seasonality in the snacks activity is affected by two main factors: The first is
the timing of the Jewish holidays with an emphasis on Rosh Hashanah (the Jewish New Year) and Passover, when
the Company'’s sales increase considerably. The second factor is the seasons of the year, with winter and fall being
characterized by a higher consumption of confectionery (mainly chocolate and snacks) than in the hot seasons.
Conversely, sales of cold beverages (milk, juices) are higher in the summer meaning the second and third quarters
of the year.

The foreign coffee sales are characterized by seasonality. Coffee sales are usually higher in the fourth quarter of
the year and low in the first quarter of the year. The seasonality is mainly affected by the timing of the Christian
holidays and the end of the calendar year in the fourth quarter of the year, a time characterized by higher
purchases of coffee products. Conversely, in the first quarter of the year purchases are relatively low, mainly due to
the continued consumption of the coffee products that were purchased in the previous quarter.
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Strauss-Group Ltd.

Notes to the Interim Consolidated Financial Stateme  nts

Unaudited

Note 3 - Segments

Details according to operating segments and reconci liation to the consolidated report —
For the three months For the year
For the six months ended ended ended
June 30 June 30 June 30 June 30 December
2010 2009 2010 2009 31, 2009
(Unaudited)  (Unaudited) (Unaudited)  (Unaudited) (Audited)
NIS millions
Revenues
Sales to external customers:
Israel 1,324 1,308 627 627 2,624
Coffee 1,597 1,581 770 811 3,349
Other 355 147 183 76 400
Inter- Segment sales:
Israel 6 3 4 1 6
Coffee 4 4 2 2 8
Other 1 - 1 - 1
Total revenues of segments 3.287 3043 . 1587 1517 ] 6,388
Elimination of inter-segment sales (11) @) (7) 3) (15)
Total consolidated revenues 3,276 3,036 1,580 1,514 6,373
Profit
Israel 156 149 67 66 288
Coffee 141 123 63 73 270
Other 21 2 7 4) 12
Total profit of the segments | 318 270 137 1% 570
Unallocated income (expenses):
Valuation of commodities
hedging transactions as at
the end of the period 10 2 11 ) 4
Other income (expenses) (1) 27) 27) (20) (22) (35)
Share based payment and
non recurring grant (6) (6) 3) (1) (15)
Total operating profit . 295 239 125 109 524
Financing income (expenses), net (29) (27) (22) (312) (87)
Profit before taxes on income 266 212 104 78 437
@ In 2009 includes a loss of NIS 22 million in respect of impairment of goodwill attributed to the coffee

segment. In 2010 includes expenses in the amount of NIS 17 million in respect of restructuring in
the subsidiary Strauss Bulgaria EOOD (see also Note 4.7).

18



Convenience Translation from Hebrew

Strauss-Group Ltd.

Notes to the Interim Consolidated Financial Stateme  nts

Unaudited

Note 4 - Material Events during the Reported Period

4.1

4.2

4.3

4.4

4.5

4.6

On March 1, 2010, the company entered a cartelized leasing agreement with the Israel Land
Administration to lease real state in Shoham for 49 years with the purpose of establishing a logistics
center. Lease payments amounting NIS 33 million were prepaid. The lease was classified as
finance lease. Additionally, the company entered an agreement with the Shoham area council on
February 21, 2010 to develop the real state for the amount of NIS 31 million. The development
works will take place during the course of the year 2010. Half of the agreements' amount was paid
during February 2010 while the balance will be paid during the course of the years 2010 — 2011 in
six installments.

On January 19, 2010 the Company declared the distribution of a cash dividend to the shareholders
of the Company on record as at February 2, 2010 in the amount of NIS 200 million, which reflects
an amount of NIS 1.889 per each NIS 1 par value of shares outstanding on the date of declaring the
dividend. The dividend was distributed on February 17, 2010.

As a result of the dividend distribution, the exercise price of the share options granted to employees,
as described in Note 25.2 to the Annual Financial Statements, was adjusted.

As at the date of the financial statements, the Group operates in Israel a shelf arrangement system
in the large stores, which takes care of renewing orders and arranging the Group’s products on the
shelves. Towards the end of 2009 the large food chains announced their intention to gradually
implement an independent shelf arrangement system and in March 2010 an agreement was signed
between the Company and the Shufersal chain. As a result the Company recognized in the
reporting period a provision for restructuring in the amount of NIS 2.4 million. Restructuring
expenses in the total amount of NIS 3.5 million, including the aforementioned provision, were
recorded in the reported period and were presented under other expenses.

On February 4, 2010 Amendment 174 to the Income Tax Ordinance — Temporary Order for Tax
Years 2007, 2008 and 2009 was published in the official gazette. In accordance with the
amendment to the ordinance, Israeli Accounting Standard No. 29 regarding the adoption of
International Financial Reporting Standards (IFRS) shall not apply when determining the taxable
income for those years even if it was applied when preparing the financial statements.

As yet there is no legislation regarding the non-application of International Financial Reporting
Standards (IFRS) with respect to the taxable income for 2010.

The amendment to the ordinance has no effect on the financial statements.

On April 22, 2010 a subsidiary distributed to its shareholders a dividend in the amount of NIS 84.8
million. The share of the non-controlling interests in the distributed dividend is NIS 21.3 million.

In the reporting period the Company, by means of its subsidiary Strauss Health Ltd., entered into a
transaction for the sale of property it owns, which in the past served as the plant of the dairy in
Nahariya and is classified as investment property. The transaction includes agreements with three
different parties:

One agreement with a third party was approved and signed on May 12, 2010; the subsidiary will
receive an amount of $ 2.5 million in consideration for the sale. The agreement also includes the
sale of property owned by the Company’s controlling shareholder.

The other two agreements are for the sale of property rights to a third party and to the Company’s
controlling shareholder, and their completion is contingent upon the sale of rights to the controlling
shareholders being approved as required by law. The subsidiary will receive $ 1.7 million and $ 0.5
million for the sale and lease, respectively.

These two agreements were approved by the Audit Committee in a meeting it held on May 23,
2010, by the Board of Directors in a meeting it held on the same date and by the general meeting of
shareholders on July 4, 2010.

A capital gain in the amount of NIS 0.7 million was recognized as a result in the reporting period.
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Convenience Translation from Hebrew

Strauss-Group Ltd.

Notes to the Interim Consolidated Financial Stateme  nts

Unaudited

Note 4 - Material Events during the Reported Period (cont'd)

4.7

As the result of the subsidiary Strauss Coffee adopting a strategy to focus on large markets, the
subsidiary decided to discontinue the operations of the subsidiary Strauss Bulgaria EOOD. As a
result of this decision, the subsidiary recognized restructuring expenses in the amount of NIS 17
million in the reporting period.

Note 5 — Share-based payment

51

5.2

53

54

Further to that mentioned in Note 25.1 to the Aannual Financial Statements, in April 2010 an
amendment was approved to the compensation plan for senior employees from May 2003. In
accordance with the amendment, the exercise period of the options will be extended by one
additional year, so that the options will be exercisable over a period of 4 years from the vesting
date.

The amendment will apply to new awards. The effect of the amendment on the financial statements
of the Group, with respect to future awards, is not expected to be material.

On March 7, 2010, the Company’s Board of Directors approved the granting of 110,000 options to a
Group’s senior officer pursuant to the options’ plan for senior employees in the Group, described in
Note 25.1 to the Annual Financial Statements.

The entitlement of senior officers to exercise the options will vest in three equal portions, on
March 7 of each of the years 2012-2014. The fair value of the benefit included in this grant,
calculated to March 7 is about NIS 1.9 million. The main assumptions used in determination of the
fair value are as follows: price per share — NIS 58; annual standard deviation — 28.22%-28.61%;
risk-free interest rate — 1.05%-1.71%; exercise price — NIS 54.07; and life of the options — 3.2-5.9
years. The benefit deriving from this grant will be recorded as an expense in the financial
statements for periods beginning on January 1, 2010 and ending on March 31, 2014.

On June 14, 2010, the Company’s Remuneration and Human Resources Committee of the Board of
Directors approved the granting of 22,000 options to a Group’s senior officer pursuant to the
options’ plan for senior employees in the Group, described in Note 25.1 of the Annual Financial
Statements.

The entitlement of senior officers to exercise the options will vest in three equal portions, on June 14
of each of the years 2012—-2014. The fair value of the benefit included in this grant, calculated to
June 14 is about NIS 0.3 million. The main assumptions used in determination of the fair value are
as follows: price per share — NIS 54.52; annual standard deviation — 27.9%-28.11%; risk-free
interest rate — 0.78%—1.43%; exercise price — NIS 54.52; and life of the options — 3.2-5.9 years.
The benefit deriving from this grant will be recorded as an expense in the financial statements for
periods beginning on April 1, 2010 and ending on June 30, 2014.

During the reported period, 1,372,116 share options that were granted to employees were exercised
into 242,709 shares in consideration for their par value.

Note 6 — Contingent liabilities

6.1

See Note 26.1 of the Annual Financial Statements regarding claims pending against the Company
as at the date of approval of these financial statements. In their review report to these financial
statements, the auditors call attention to a claim and request to certify it as a class action in the
amount of NIS 12.3 billion (“Gelatin”), which is described in Note 26.1.1.2 of the Annual Financial
Statements. See Note 6.9 regarding settlement agreement filed to the court subsequent to the
statement of financial positions date.
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Note 6 — Contingent liabilities (cont'd)

6.2

6.3

6.4

6.5

6.6

6.7

6.8

6.9

On January 31, 2010, Carmit Candy Industries Ltd. filed a claim with the District Court in the Central
Region against the Company and three of its managers in the amount of NIS 22 million. The plaintiff
alleges that in the early 2000's, it was appointed as an exclusive representative-distributor of
Cadbury, an international candy company, and the company, allegedly, prevented the entry of
competitive products to the Israeli market, as a result, the penetration of Cadbury products failed
and in 2005, Cadbury discontinued its contacts with the plaintiff.

Based upon the opinion of its legal counsel, the company believes the chances of the claim to
prevail are low.

Further to that mentioned in Note 26.1.1.13 to the Annual Financial Statements, on April 23, 2010
the District Court of Central Region decided to deny the personal claims and approve the request of
the plaintiffs, with the agreement of the defendants, to strike out the request to certify a class action
with respect to advertisements relating to the “Gamadim” product.

Further to that mentioned in Note 26.1.1.11 to the Annual Financial Statements, on April 26, 2010
the District Court of Central Region decided to deny the personal claims and approve the request of
the plaintiffs, with the agreement of the defendants, to strike out the request to certify a class action
with respect to the labeling of a coffee product as being decaffeinated

On May 23, 2010 a monetary claim and a request to certify the claim as a class action were filed
against the Company with respect to the package marking of the “Mimrahit” product manufactured
by it. The personal claim and class action amount to NIS 178.4 million. The Company denies the
allegations included in the claim and will act towards its dismissal.

Management of the Company evaluates at this stage, on the basis of the opinion of its legal
counsel, that it is not likely that the claim will be certified as a class action.

Further to that mentioned in Note 26.1.1.16 to the Annual Financial Statements, on June 24, 2010
the Haifa District Court decided to approve the withdrawal notice of the plaintiff in the class action
relating to an error in the translation of the package marking of the “Actimel” product. The plaintiff
and his representative will be paid an amount of NIS 88 thousand plus VAT.

On July 13, 2010 a monetary claim and a request to certify the claim as a class action were filed
against the Company with respect to the package marking of the “Danone Pecan Bar” product
manufactured by it. The personal claim and class action amount to NIS 22.4 million. The Company
denies the allegations included in the claim and will act towards its dismissal.

Since the claim has been filed only recently, the Company is unable at this early state to assess the
chances of the claim being accepted and the effect of the claim, should it be accepted, on the
financial statements of the Company.

On July 29, 2010 a monetary claim and a request to certify the claim as a class action were filed
against the Company with the District Court of Central Region regarding the package marking of no
added sugar chocolate products that are manufactured by it. The personal claim and class action
amount to NIS 621 million. The Company denies the allegations included in the claim and will act
towards its dismissal.

Since the claim has been filed only recently, the Company is unable at this early state to assess the
chances of the claim being accepted and the effect of the claim, should it be accepted, on the
financial statements of the Company.

Further to that mentioned in Note 26.1.1.2 16 to the Annual Financial Statements, regarding a claim
and the request that it be approved as a class action suit for the amount of NIS 12.3 billion (Gelatin);
on July 11, 2010 a request for approval of a compromise arrangement was made to the District
Court. The principles of the request are donations of goods, discounts and financial discounts
equaling a comprehensive value to the consumer of NIS 8.5 million. A person who is a member of
the plaintiff's group, a public authority or an organization functioning to advance public goals relating
to the claim's subject, and the Attorney General, are allowed to submit objection to the compromise
arrangement.
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Note 6 — Contingent liabilities (cont'd)

6.10

6.11

Further to that mentioned in Note 26.1.1.9 to the Annual Financial Statements, on July 29, 2010 the
District Court of Central Region decided to deny the request to certify as a class action a claim that
had been filed against the subsidiary (50%) Uri Horazo Yotvata Dairies Ltd., with respect to the
packaging of the product “Yotvata Chocolate Milkshake”. The plaintiff will be required to reimburse
expenses in the amount of NIS 35 thousand plus VAT.

Further to that mentioned in Note 26.1.1.9 to the Annual Financial Statements, based upon the
plaintiff's assessment, the company's proportional share is NIS 747 million.

Note 7 - Investing and Financing Activities not Inv  olving Cash Flows

The Company did not engage in any material non-cash investing and financing activities in the six
and three month periods ended June 30, 2010 and in the corresponding periods of prior year, other
than purchasing fixed assets on credit in the amount of NIS 40 millions and NIS 19 millions,
respectively.

In the year ended December 31, 2009, the Company purchased fixed assets on credit in the amount
of NIS 39 millions.

Note 8 - Subsequent Events

8.1

8.2

8.3

On July 19, 2010, following the approval of the Company’s Board of Directors from June, 14 2010,
the Company granted 110,000 options to a Group’s senior officer pursuant to the options’ plan for
senior employees in the Group, described in Note 25.1 to the Annual Financial Statements.

The entitlement of senior officers to exercise the options will vest in three equal portions, on June 14
of each of the years 2012-2014. The fair value of the benefit included in this grant, calculated to
July 19 is about NIS 1.7 million. The main assumptions used in determination of the fair value are
as follows: price per share — NIS 54.73; annual standard deviation — 27.92%—28.09%; risk-free
interest rate — 0.62%-1.32%; exercise price — NIS 53.55; and life of the options — 3.2-5.9 years.
The benefit deriving from this grant will be recorded as an expense in the financial statements for
periods beginning on July 1, 2010 and ending on June 30, 2014.

See Notes 6.7 and 6.8 details regarding claims that were filed against the Company. See Note 6.10
for details regarding a claim that was removed.

Subsequent to statement of financial positions' date, 114,734 share options that were granted to
employees were exercised into 57,846 shares in consideration for their par value.
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