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ICL is a diversified global fertilizer and specialty chemicals company
with strength from raw materials through value-added downstream
products. We benefit from direct access to low cost, highly
concentrated sources of minerals - especially potash, phosphate rock
and bromine.

We have built a global business platform comprised of manufacturing,
logistical, marketing and customer support capabilities on almost
every continent. This is a strong basis from which we are extending
our industry leadership from fertilizers and raw materials to flame
retardants, specialty phosphates and other industrial products.

Over the past decade, our exceptional access to abundant, low-cost
mineral reserves, virtually unlimited open-air stockpiling capacity at
Israel’s Dead Sea and vertical integration have enabled us to grow
steadily in all types of economic cycles, weathering volatile market
conditions and capitalizing on periods of rising global demand.

ICL Well Positioned
for Long Term Growth
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The fundamentals driving the development of our markets remain intact. We are
positioned favorably to weather today’s challenging markets, and continue investing
to assure our ability to benefit fully from the next growth cycle.
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Letter to Shareholders

Dear Shareholder,

2008 was a year of extremes for ICL.

On the one hand, 2008 was by far the best year in ICL’s history. For the first three quarters of the year, we broke

record after record in terms of revenues, margins and profits, reflecting the market’s surging prices and demand

for our potash, phosphate fertilizers and additional specialty chemicals. In the last quarter, however, the market

took an abrupt about-face. As the economic crisis spread in ever broadening circles, we experienced a significant

decline in demand and began to adjust to an industry-wide downward pressure on commodity prices. As a

consequence, our financial results for the fourth quarter, though satisfactory, were far below the record levels

achieved just months before.

This volatile environment has made it impossible to make short term projections regarding the market’s movements

and our own sales. Nevertheless, our analysis leads us to believe that the fundamentals driving the development

of our markets remain intact. In fact, we believe that a number of factors point towards a strong rebound of our

target markets, even during the earliest stages of the general economic recovery.

This is clearly evident in the fertilizer market, whose long-term demand is being driven by:

The continued growth of world population, especially in emerging markets such as China and India. This

is increasing the global need for food, even as the quantity of arable land is shrinking.

The limited availability of arable land per capita, with global urbanization and other trends continuously

reducing the area of land that is suitable for planting.

Today’s historically low levels of grain stocks. This, coupled with the lower current production that has

followed a reduction in planting and fertilizer application levels, implies that a higher level of both planting and

fertilizer application should resume in the future.

The continued rise in global interest in alternative, “green” and renewable energy sources.  We believe

this trend will continue to enhance the demand for crop-based biofuels, increasing overall demand for fertilizers.

In parallel, strong fundamentals are limiting the production of fertilizers:

The limited number of suppliers currently able to produce fertilizers. Given the industry’s high barriers

of entry, experts do not foresee the entry of significant new competition in the potash arena over the next few

years.

The reduced manufacturing levels and shelved capacity expansion plans of existing players. With

constrained storage capacity, a number of existing fertilizer suppliers have announced that they have reduced

their manufacturing levels, and several have reported a freeze in their capacity expansion programs. ICL, however,

enjoys a unique advantage in this area, as our virtually unlimited outdoor storage capacity for potash near the

Dead Sea enables us to continue manufacturing at near-full capacity unrelated to the level of our sales. As such,

we are currently stockpiling inventory to meet the next wave of demand, as we did several years ago, and

continue executing on our capacity expansion programs.
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We do not know exactly when this rising demand and limited supply will lead once again to rising fertilizer sales,

but we are confident that the day will come. At that time, as in past years, we will be uniquely well-positioned

with a large, low-cost inventory and expanded manufacturing capacity.

A number of fundamental advantages also position ICL Industrial Products and ICL Performance Products for a

strong rebound when markets recover:

Low cost players: our access to abundant, concentrated minerals in the Dead Sea and the Negev Desert,

together with the unique vertical integration of our phosphate operations, position both ICL Industrial Products

and ICL Performance Products as low-cost producers of their major products. This advantage gives us negotiating

flexibility and helps us to remain profitable even at a lower level of sales.

Leading positions: our leading positions in basic minerals, flame retardants and specialty phosphates serve

us particularly well in challenging times, when customers seeking ‘safety’ rely on the strongest suppliers.

Diversified product range:  the broad diversification of our product lines decreases our reliance upon any

single industry, increasing the likelihood that we will be able to benefit from early pockets of recovery.

Geographically diversified markets: the fact that we sell to customers on every continent also increases our

resilience to market fluctuations.

In addition, the entire Group benefits from the experience of ICL’s veteran management team, which has

engineered our impressive growth through many previous economic cycles while building a strong and resilient

business foundation. Due to prudent management throughout the past decade, we have amassed significant

cash resources, a critical asset that enables us to continue building our inventories despite current low sales and

to continue moving forward with expansion and M&A initiatives. Just as important, as a company with a low

level of financial leverage, we believe that we can continue to find additional financing if needed.

Operational Plans in a Challenging Environment

Therefore, we feel well positioned to ride out the current downturn and to return to significant growth over the

long-term. For the shorter term, the task before us is clear: to continue to improve our efficiency, to focus on

our core strengths, and to carefully prioritize our investment plans. To this end, we have recently instituted

selected pay cuts throughout the company and implemented a variety of cost-cutting and rationalization activities.

In addition, we continue to scrutinize all work processes and capital expenditures to ensure maximum productivity

and returns.

At the same time, we have made a strategic decision not to scale back our investments in two key areas: capacity

expansion, in order to assure that we are positioned to benefit fully from the future recovery; and Sustainable

Development initiatives, including a broad range of occupational health & safety, security, environmental and

community service programs. We are proud of our record in the area of Sustainable Development, and believe

that it is no less an indicator of our business strength than our financial performance. We have therefore resolved

to maintain - and even, in some cases, to expand - our programs in the areas of safety, the environment and

the community, despite today’s economic climate.

Capacity Expansion

With respect to potash, we plan to increase production of potash by 500,000 tons a year by 2011, half through

the increase of carnallite production capacity at the Dead Sea and half by implementing technological improvements

and opening bottlenecks in existing plants. We are also increasing production at our potash mines in Spain and

the UK by approximately 300,000 tons a year through the upgrade of equipment. In addition to these increases,
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we are considering plans to increase potash capacity at the Dead Sea over the next five-to-eight years by an

additional million tons.

In parallel, we are considering plans to increase fertilizer grade phosphoric acid capacity by 40,000 tons (P2O5)

and phosphate fertilizers by 250,000 tons.

Sustainable Development

Occupational Health & Safety initiatives: Occupational health & safety, whether of our employees or of the

communities in which we do business, is a top priority of the entire ICL Group, as demonstrated by our focus

on the reduction of work accidents and the implementation of a Zero Accidents policy. During 2008, we invested

significantly to develop and implement safety monitoring and improvement plans, and continue work to identify

and resolve potential safety gaps throughout the organization. To promote sharing of knowledge between our

segments, we have also established an “Occupational Health & Safety Center of Excellence”.

Environmental initiatives: During 2008, we invested approximately $100 million in environmental initiatives,

and our budget for 2009 is $120 million. We are utilizing these funds to carry out environmental audits of our

facilities, to implement new technologies and processes that reduce energy consumption and better utilize natural

resources, to reduce greenhouse gas emissions and to rehabilitate mining sites. We continue to prepare for the

arrival of natural gas in the Dead Sea and the Negev regions, a step that will enable us reduce the emissions of

our manufacturing plants while reducing their costs. In parallel, we have been applying the principles of Responsible

Care to our product management activities to minimize the total environmental impact of our products over the

product life cycle.

Community Service: With a firm belief in the necessity of giving back to the communities in which we operate,

during 2008 we continued to expand our community service initiatives. During the year, we expanded our flagship

“Afternoon Clubs for Children at Risk” program to 50 branches. We also continue to provide substantial monetary

support to a variety of social service organizations that operate in our local communities, ranging from battered

women’s shelters, local hospitals and clinics to programs for autistic, mentally and physically challenged children.

Summary

On the whole, we believe that we are positioned favorably to weather today’s challenging markets, and continue

investing to assure our ability to benefit fully from the next growth cycle.

We would like to thank our employees, customers and shareholders for your support, in both good times and

challenging periods. We continue to believe strongly in the potential of each of our segments and their power

to deliver significant long-term value.

Faithfully yours,

Mr. Akiva Mozes Mr. Nir Gilad

President & CEO Chairman of the Board
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ICL Fertilizers is one of the world’s largest producers of potash
and an integrated producer of a variety of products based on
phosphate rock, including phosphate fertilizers, phosphoric
acid, specialty fertilizers and feed phosphates.

After posting record results during the first three quarters of
2008, ICL Fertilizers experienced significantly reduced demand
for its products as the global recession and credit crisis spread
to the agriculture sector.

Fertilizers

At a Glance

2008 Revenues: $4.3 billion (including $338 million in internal sales)

% of ICL Revenues (external sales): 57%

Operating Income: $2.2 billion (adjusted)

Revenues by Product Segment (external sales): 62% potash; 38% fertilizers and phosphates

Market Leader: ~9% of worldwide production of potash; 2nd largest producer in Western Europe; 3rd largest

producer of PK fertilizers and the largest in Europe

Major Markets: Europe, Brazil, India, China and Israel
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Products

Potash: 5 million tons produced in 2008 (~9% of world production)

Phosphate Rock: 3.1 million tons produced in 2008, ~84% used in the manufacture of phosphate fertilizers

and phosphoric acid

Phosphoric Acid (fertilizer grade - P2O5)

PK fertilizers (compound potash and phosphate fertilizers)

Liquid and soluble fertilizers (MKP and others)

Animal feed additives

ICL Fertilizers also operates Mifalei Tovala, one of Israel’s largest inland transportation companies.

Competitive Position

ICL Fertilizers’ competitive edge derives from several factors:

Access to abundant, low-cost potash reserves and virtually unlimited open-air stockpiling capacity at Israel’s

Dead Sea

Significant unused phosphate rock production capacity

Location of most of production sites comparatively close to seaports

Well positioned with respect to accessibility to markets in both the West and the East, resulting in lower freight

costs and shorter delivery times

Synergies in production processes with a high utilization of by-products

Global logistics and customer service capabilities for end-users on five continents

Extensive well-balanced range of products

Industry Factors and Trends

Reduced demand for grains and fertilizers: after reaching record highs in the third quarter of 2008, demand

for fertilizers dropped significantly following the deepening of the global economic crisis and tightened credit

markets. The sharp drop in the price of grains has also reduced demand for fertilizers. Distributors have also

reduced their purchases of fertilizers following their accumulation of large stocks during 2007 and 2008, until

their inventories return to ordinary levels. This decline in demand is likely to persist over the short term.

Slowing Industry production: potash producers worldwide have reduced their production activities to match

supply to demand. A number of fertilizer manufacturers have also delayed investment in previously announced

projects to increase their production capacity.

Historically low global grain inventories: wheat, corn and soy inventory levels are still considered at historical

lows and several years of good harvests will be required to bring inventory levels to a level that ensures world

food supplies at a low rate of risk. The harvests will require large quantities of fertilizers.

ICL Fertilizers is utilizing its access to abundant, low-cost potash reserves and virtually
unlimited open-air stockpiling capacity at the Dead Sea to expand its capacity in
order to benefit from the eventual recovery of global commodities markets.
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Reduced expenditures for shipping: with the deepening global recession creating excess shipping capacity,

marine bulk shipping costs, which represent a significant component of ICL Fertilizers' expenses, have dropped

sharply since the third quarter of 2008.

Environmental Activities

ICL Fertilizers invests tens of millions of dollars each year in projects to improve environmental performance at

production sites and throughout the production and marketing processes for its products. The segment focuses

on minimizing emissions into the atmosphere, establishing absorption and other systems for the treatment of

effluents, proper treatment of hazardous substances and responsible management of waste.

ICL Fertilizers also operates training programs for employees in an effort to raise awareness of environmental

matters, seminars on environmental protection, and emergency staff drills for handling hazardous materials.

During 2008, ICL Fertilizers continued its implementation of a multi-year, multi-million dollar environmental

responsibility plan by:

Installing receptors on potash dryer vents at its Dead Sea Works plant to reduce air emissions from non-point

sources

Switching to the use of low-sulfur fuel at its Sdom power plant

Implementation of non-focal reduction master plan

Rehabilitating several mining sites

Constructing a waste treatment plant at its facility in Zin, Israel

Worldwide Grain Production and Consumption
Wheat and Other Cereals

The fundamentals underlying the fertilizer market remain intact, and we believe
they will lead to a return of strong demand and prices over the long term.

Source: CRU British Sulphur Consultants Division, ICL Estimates
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ICL Industrial Products is a global leader in the production of
flame retardants (”FR’s”) and a variety of bromine compounds
as well as other chemicals based primarily on rich mineral
resources found in the Dead Sea.

ICL-IP sells flame retardant products to the electronics,
construction and automobile industries and clear brine fluids
to the oil and gas drilling industry. Many of these markets
experienced rapid growth during the first three quarters of
2008, only to be followed by severe contraction during the
last quarter of the year as the global financial crisis began to
significantly impact these industries.

ICL-IP is home to ICL’s IMI (TAMI) Institute for R&D Ltd. which
conducts R&D activities for ICL and outside clients.

Industrial Products

Based on 2008 external sales

Other

Water treatment
biocides

Brominated
flame retardants

Brominated inorganic
& Ag chemicals

Organophosphorus
flame retardants
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Product Lines

Elemental bromine: ~35% of the world’s production capacity of elemental bromine (potential production

capacity of 240,000 tons, increasing to 280,000 tons in 2009)

Bromine compounds: used for FR’s, clear brines for the oil drilling industry, soil and space fumigation products,

bromine based biocides for water treatment

Phosphorus FR’s: a global leader of the FR industry

Chlorine-based biocides

Magnesia: used in transformers, steel production, rubber and as a mineral supplement in pharmaceutical and

food products

Competitive Position

ICL Industrial Products is the world’s largest and lowest-cost producer of elemental bromine, 70% of which is

used in its production of higher-margin compounds. It also offers a broad range of bromine-based-FR’s which

are used primarily in the electronics industry, and organophosphorus-FR’s, which are used in furniture, construction

and other applications.

The segment also maintains one of the largest fleets of isotanks in the industry which enables it to transport

relatively large quantities of bromine throughout the world. It also benefits from a global marketing network

and a strong technical support system that works closely with customers.

Industry Trends and Factors

Reduced demand for flame retardants in certain markets: The bromine market is affected by the level of

activity in the electronics, construction and oil and gas drilling industries. Very high sales of flame retardants

during the first nine months of 2008 have been followed by a sharp drop in sales during the final quarter of

2008, particularly in the electronics and construction industries, as a result of the global financial crisis. Demand

from the oil and gas drilling industry remains high.

Reduced competition from China: supply of chemicals produced in China for the oil and gas drilling sector

has dropped as a result of increased production expenses, reductions in export incentives and less availability

of bromine in China.

At a Glance

2008 Revenues: $1.3 billion (including $8 million in internal sales)

% of ICL Revenues (external sales): 18%

Operating Income: $136.9 million (adjusted)

Market Leader: #1 producer of elemental bromine (~35% of global production capacity), #1 producer of

organophosphorus FR’s and prominent position in brominated FR’s

Major Markets: Western Europe, US, China, Japan and Taiwan

In 2008, ICL-IP consolidated its leadership position in the bromine, flame retardants
and biocides industries by integrating Supresta’s organophosphorus flame retardants
operations into its business.
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While the financial crisis and tight credit markets have resulted in lower demand
for several of ICL-IP’s products, it has also reduced ICL-IP’s costs for raw materials
and energy.

Montreal Protocol restrictions: The methyl bromide market continued its downturn in sales due to restrictions

in the Montreal Protocol.

Strengthened environmental regulations and drinking water shortages: demand for biocides and water

treatment solutions are increasing in step with the adoption of more stringent environmental regulations and

the constraint of drinking water supplies.

Environmental Activities

During 2008 ICL Industrial Products’ environmental-related projects included:

Successful public forum to encourage dialogue and transparency between the company and members of the

community related to ICL-IP's health, safety and environmental activities

Publication of ICL’s first comprehensive, GRI Index-based environmental report, the first by any industrial

company in Israel

Carrying out the planning and licensing phases for a ~$15 million emissions reduction system

Beginning construction of a $25 million thermal bromine waste recycling system

Dead Sea: World’s Most Concentrated Source of Bromine

Dead Sea Brine

Sea Water (China, Japan)

Underground Wells (China)

Brine Wells (USA* and Russia)

0.05 g/l

0.3 g/l

2-6 g/l

10-12 g/l

* Arkansas – brine wells of Chemtura & Albemarle. Source: ICL Estimates

Production Capacity of Bromine Manufacturers in 2008

Source: ICL estimates, US Bureau of Mines, Arkansas Oil & Gas Commission
publications

Chemtura 14%

Albemarle 24%

China19%

Other 8%

ICL 35%
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Phosphate salts
& food additives

Other phosphate-based
products

Phosphoric acid
(food & electronic grade)

Other products

% of 2008 external sales

22% other

78% phosphate & phosphorus-based products

ICL Performance Products is a specialty phosphates powerhouse
with clear industry leadership in terms of revenues, product
offerings, geographical presence, and technological capabilities.

ICL-PP produces a broad variety of downstream products for
food and industrial applications with particular strength in
customized solutions for the food, cleaning products, fire
safety, coatings and electronics industries. It also produces
alumina-based and other products for the paper, water
treatment, construction, pharmaceutical and footwear
industries.

During 2008, ICL-PP pursued a profit margin improvement
strategy that emphasized price increases over volume gains.
Despite rising raw material costs, it was able to improve its
financial performance during the period by renegotiating
contracts, instituting surcharges and eliminating price
protections.

Performance Products

15



At a Glance

2008 Revenues: $1.5 billion (including $64 million in internal sales)

% of Total ICL Revenues (external sales): 21%

Operating Income: $282.8 million (adjusted)

Market Leader: #1 worldwide in glassy phosphates and specialty phosphate blends; #2 in potassium

phosphates; in Europe, #2 in dairy and farm hygiene and #3 in total food hygiene; in the Americas, leading

marketer of food phosphates; #1 in merchant industrial phosphoric acid sales, electronic-grade specialty

phosphoric acids & wildfire safety products.

Major Markets: Europe, North and South America, Asia

Product Lines

Phosphate & phosphorus-based products (78%):

Food-grade & technical-grade phosphoric acid for food and industrial applications

Phosphate salts, blends and phosphorus derivatives for industrial applications

Food phosphates and other food additive and ingredient specialties (seasonings, flavors, color stabilizers,

emulsifiers etc.)

Food hygiene, disinfectants and cleaning products

Wildfire safety products

Alumina and other chemicals (22%):

Pharmaceutical and cosmetic ingredients, thermoplastic materials and synthetic gypsum

Industrial applications (water and paper treatment, dispersing agents, corrosion inhibitors, and others)

Competitive Position

ICL Performance Products is a leader in the specialty phosphate industry in terms of product offerings

and geographic presence:

Broad range of branded products: extensive technological know-how supports new product development

Strong customer relationships: reputation for tailor-made applications and specialty formulations

Geographic positioning: manufacturing and marketing capabilities in Europe, North and South America and

the Asia Pacific region

Industry Trends and Factors

Rising raw material prices: worldwide prices for the segment’s raw materials increased dramatically during

2008 and may continue to rise

Changing pricing methodologies: the specialty phosphates industry is moving toward shorter term, less firm

pricing methods as a result of a volatile raw material price environment

In 2008, ICL-PP initiated several major growth and cost reduction projects aimed
at energy reduction and efficiency, optimization, inventory management and
upgrading systems. It also added a new R&D food laboratory in St. Louis and fire
safety products production facility.
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During the year ICL-PP completed its integration of the Henkel water treatment
and Firetrol fire safety businesses it recently acquired, thereby strengthening its
operational capabilities and competitive positioning.

Growing focus on specialty markets: markets for new, diverse and value-added and specialty product lines

are growing in importance with food ingredients as a key market

Environmental Activities

In addition to adhering to established environmental standards and regulations, during 2008 ICL Performance

Products continued to implement a program for cost-effective compliance with all applicable environmental

requirements. Program elements include:

Maintaining segment-wide safety performance standards

Implementing an environmental audit program based on a three-year plant review cycle

Creating an internal metric for communicating environmental compliance for every facility

Developing a network for the sharing of best practices
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Food Grade
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Higher Margins

ICL FertilizersICL Performance Products

Vertical Integration: From Raw Materials to Downstream Products
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Other Holdings

Dead Sea Magnesium Ltd.
Dead Sea Magnesium Ltd. (“DSM”) produces pure metal magnesium and magnesium alloys from the Dead Sea.

Magnesium is used primarily by aluminum, titanium, steel and automotive industries around the globe, with

primary markets served being the US and Western Europe. With access to abundant, low-cost raw materials,

DSM is one of two major magnesium producers in the Western world and recognized internationally for its high

quality products.

DSM’s operations are highly synergistic with ICL’s other production facilities adjacent to the Dead Sea. Its basic

raw materials are supplied by neighboring ICL plants, while waste and by-products of its magnesium production

process are used as inputs for other ICL operations, contributing to the overall optimization of ICL’s Dead Sea

operations.

An upward trend in magnesium prices that began in 2006 resulted in improved results for DSM in the first half

of 2008, offset somewhat by rising energy prices. However, since the fourth quarter of 2008, prices have dropped

sharply, impacted by significantly reduced sales by the auto and other industries using magnesium in their

products.

DSM’s strategy is focused on maintaining its position as a major player in the US market with a strengthened

position worldwide. It continuously strives to improve its production efficiencies, logistics and collaboration with

clients. DSM’s conversion from heavy fuel oil to natural gas is also expected to improve its financial performance.

DSM is a joint venture between ICL (65%) and Volkswagen (35%). In December 2008, Volkswagen notified ICL

that it wished to sell its shares in DSM to ICL pursuant to its understanding of the joint venture with ICL. ICL

has rejected the notice claiming that Volkswagen is not entitled to transfer its shares at this time and remains

bound to perform its obligations under the agreement to DSM and related third parties. The parties are currently

attempting to resolve the dispute.

IDE Technologies Ltd.

ICL’s subsidiary, IDE Technologies Ltd. (owned jointly with Delek Group) is a pioneer and global leader in the

delivery of innovative water desalination solutions. The company designs, builds, and operates desalination

facilities, as well as industrial water evaporators, systems to treat industrial effluents, ice machines and man-

made snow systems. The company’s expertise is underpinned by decades of advanced research and development

activities and a strong operational track record with over 380 installed units to date in more than 40 countries.

IDE built and operates the world’s largest operational SWRO (Sea Water Reverse Osmosis) facility located in

Ashkelon, Israel, a state-of-the-art plant that provides desalinated water at one of the world’s lowest prices. The

company is currently developing and building a similar mega-facility in Hadera, Israel, that will process 127 million

cubic meters of water a year, and another large SWRO facility for the mining industry in Australia. IDE also builds

some of the biggest thermal facilities in the world (utilizing MED and MVC technologies), including several facilities

currently under construction in India and China. Its snow and ice machines use proprietary, green technology.
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Sustainable Development

In 2008, ICL’s Board of Directors implemented a far-reaching policy of Sustainable Development that combines

social, economic and environmental considerations in all of its commercial operations. As part of this policy, ICL

will strive to take into account not only the welfare of its employees, customers, shareholders and suppliers, but

the environment, the communities in which it operates and future generations. Sustainable Development

considerations will be a key component of Company plans.

ICL’s strong commitment to Sustainable Development and social responsibility is expressed by its adoption of the

principles of corporate social responsibility (CSR), as well as the principles of Responsible Care under the Responsible

Care Global Charter of the global chemical industry.

CSR principles include contributing to society, taking responsibility for the safety, health and welfare of employees

and visitors to the Company’s sites; reducing environmental impact; preparing for emergencies; responsibly

managing products through their life cycles; administrative ethics, corporate governance, transparency with the

community and authorities, and accountability.

Among the principles formulated by ICL to implement its Sustainable Development policy are the following:

Managing the manufacture, distribution, use and treatment of its products in an environmentally responsible

manner

Using resources efficiently and effectively, while minimizing waste

Adopting systems to identify, appraise and manage risk throughout the product life cycle

Ensuring appropriate safety and hygiene in the workplace

Developing environmentally safe and friendly products, production methods, treatment processes and distribution

protocols

Creating procedures and systems for emergency situations

Encouraging transporters, suppliers and customers to focus on environmental issues

Instilling Sustainable Development principles among employees

Adopting international standards, including ISO, in the fields of environmental management and safety

Striving for continuous improvement while complying with the law and going “beyond compliance”

ICL has established Board and management committees in the areas of ecology, safety & health and security to

ensure ICL’s compliance with its Sustainable Development policies. The Board has appointed a senior executive

to oversee all ecology, safety & health and security issues at ICL.
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Environmental Responsibility
Protecting the environment is an essential element of Sustainable Development and a fundamental focus of ICL’s

operations. As a global provider of fertilizers and specialty chemicals, the raw materials for which originate in

the earth, ICL believes it has a special responsibility to protect the environment. Therefore, it promotes a company-

wide organizational culture that values and encourages environmental awareness and environmentally responsible

products and processes.

In all its activities, ICL strives to simultaneously pursue interrelated financial, environmental and social goals, while

also balancing current needs with those of future generations. Management believes the continual fine-tuning

of the Company's operations in order to achieve this balance is the key to its continued success over the long

term.

Environmental efforts taken by ICL include:

Initiating enforcement programs to verify compliance with the strictest environmental regulations

Investing in processes for saving energy and natural resources

Reducing greenhouse gas emissions through transition to clean diesel fuels

Reducing the environmental impact of products throughout their lifecycle

Increasing environmental transparency by appointing top-level management to manage and oversee environmental

activities
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Translating Environmental Concern into Action
During 2008 ICL continued to make a substantial effort to integrate environmental quality with its business

activities:

Responsible Care: The Company adopted Responsible Care, the global chemical industry’s voluntary environmental,

health and safety (EHS) initiative to drive continuous improvement in performance while setting rigid standards

for product development, risk assessment, production processes,  integrating safety values,  promoting recycling

and energy re-use, and developing environmental, health & safety programs.

Using clean energy: In March 2008, ICL signed an agreement to purchase natural gas for the Company’s

production facilities in southern Israel. The switch to natural gas and conversion of operating facilities will reduce

air emissions and energy costs beginning in the latter part of 2009.

Reducing emissions (especially greenhouse gases - GHG): ICL strives to be among Israel's leaders in the effort

to reduce all emissions associated with its activities, and especially greenhouse gases (GHG). Its efforts in this

area include the change of manufacturing processes to decrease emissions, the transition of its manufacturing

plants to the use of natural gas rather than fuel oil, and the development of new products that contribute to a

reduction in emissions.

A focus on water: Following ICL Performance Products’ 2008 acquisition of Henkel Group’s water treatment

business, ICL formed BKG Water Solutions. The new entity combines ICL’s water treatment, wastewater

decontamination and water re-use activities in Europe, China and the Middle East, serving a wide variety of

markets, including power plants, oil refineries, chemical plants, waterworks and hospitals.

Decreased carbon output and waste: During the year, ICL began a comprehensive examination of the

Company’s carbon balance and is preparing to test options for measuring the carbon footprint of its principal

products. It has also adopted the European code for separating waste and instituting green construction methods.

Green construction: As part of ICL’s new policy that every new or renovated building will use advanced standards

of environmentally friendly construction, ICL Industrial Products is converting its Beer Sheva, Israel, headquarters

into a “green” building. The renovated building will conserve energy and water, limit waste, use green standard

products and employ more efficient operating techniques.

Protecting nature: During 2008, the Company partnered with green organizations to reconstruct landscapes

and preserve animal populations by assisting organizations that protect and feed bird of prey populations, preserve

and restore rivers and streams, and conduct environmental surveys and site restorations.

Environmental Quality: In 2008, ICL was honored by the Council for a Beautiful Israel as part of its “Clean

Industry in a Clean Israel” initiative. The award noted ICL’s efforts to raise the quality of life and environmental

quality of its workplaces.
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Investment in Health and Safety
As part of its Sustainable Development policy, ICL invests in its facilities and processes throughout the world to

improve the safety of its work environments for ICL’s employees and the quality and safety of its products. Key

elements of ICL's safety culture include strict adherence to safety at work laws, risk management and mandatory

employee safety training and ongoing programs that have earned ICL top level international safety certifications

for each of our segments.

The Company’s operating divisions strive to maintain a “zero accidents” policy, to which all Company managers

and employees are partners. ICL also works closely with safety and health authorities to ensure that it complies

with all government regulations and done all that it can to protect Company employees, customers and end users.

In addition to adopting international safety standards and complying with safety standards worldwide, ICL engages

in safety and environmental monitoring checks in work areas to ensure the health and safety of its employees and

prevent exposure of employees to products and processes at factories. It maintains a system for preventative

medicine in its factories, in cooperation with hospitals and experts in occupational and preventative medicine.

The boards and safety committees of group companies periodically examine safety achievements and events to

ensure that safety targets are met.
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Commitment to Community
ICL views as a core element of its Sustainable Development policy an ethical duty to improve society, in particular,

the communities in which it operates. On a practical level, it has translated this sense of obligation into substantial

support for programs that assist disadvantaged populations. These include youth at risk, the physically and mentally

challenged, battered women and teenage girls, and the elderly. ICL supports institutions that assist the disadvantaged

through both funding and volunteerism.

The Company also allocates financial and human resources to healthcare, scientific, cultural and art institutions,

special education schools and various educational activities.

The Company believes that communal responsibility entails personal involvement as well as financial assistance.

To that end, ICL has appointed senior executives from its management and portfolio companies to strengthen the

Company's involvement in communal activities.

ICL’s targeted activities in the communal arena are the result of an ongoing, careful review of communal needs

and a determination to devote time and resources where they can best impact the community. The Company

remains intimately involved in the programs it supports by supervising recipient programs and gauging their overall

contribution to the community.

Several noteworthy programs that ICL supports:

ICL Afternoon Club program, a highly successful home initiative for Israeli Children-at-Risk that operates over

50 clubs for hundreds of children, primarily in the Negev area.

A residence for autistic children and teenagers located in Beersheva, Israel

Assistance to Bedouin communities in educational and environmental activities (including special waste collection

facilities) and personal development

Israel Nature and National Parks Authority, to support a program to feed endangered Negev birds of prey and

prevent their extinction

We are also proud to continue our sponsorship of substantial research to a variety of university projects.

Partial List of ICL Recipient Programs:

Weizmann Institute of Science

Technion Israel Institute of Technology

Soroka Hospital, Beer Sheva

Inbal - for children at risk

Maslan - Shelter for Battered Women and their Children

Alut - Association for Autistic Children

Akim - National Association for the

Habilitation of the Mentally Handicapped in Israel

Alyn Hospital for Handicapped Children

Israel Cancer Association’s Hosan Center, Arad

Association for the Transport of Disabled to Sports

Competitions
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Important Notes

The information in this document is based upon certain sections from ICL’s 2008 Annual Report. You are advised to review the entire report
as filed with the Israeli Securities Authority and the Tel Aviv Stock Exchange (TASE) on the MAGNA site. A translation for your convenience of
this report is on our internet site at: http://www.icl-group.com/investorinformation/Pages/FinancialReport.aspx. For details regarding adjustments
you should refer to the full documentation as published.

The binding version is the Hebrew publication.

You should not assume that the information contained herein is accurate as of any date other than the date of this document. We are not
providing you with any investment, legal, business or tax advice. All statements, other than statements of historical facts included in this
document, may be forward-looking statements. Although we believe that the expectations reflected in these forward-looking statements are
reasonable, we can give no assurance that such expectations will prove to have been correct. Such forward-looking information involves risks
and uncertainties, including those referred to in the company’s 2008 Annual Report referred above.

Some of the market and industry data contained in this document are based on independent industry publications or other publicly available
information, while other information is based on internal studies and/or estimates. Although we believe that these sources and our internal
data are reliable, as of their respective dates, the information contained in them has not been independently verified, we can not assure you
as to the accuracy or completeness of this information. As a result, you should be aware that the market and industry data contained in this
document and beliefs and estimates based on such data, may not be reliable.
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