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INTRODUCTION

Magic Software Enterprises Ltd. develops, markets, sells and supports an application platform and business and
process integration solutions and offers information technology, or IT, professional services. Our products and
services are available through a global network of regional offices, independent software vendors, or ISVs, system
integrators, or Sls, distributors and value added resellers, or VARs, as well as original equipment manufacturers, or
OEMs, and consulting partners in approximately 50 countries. Our technology provides our partners and customers
with the ability to develop business applications, leverage existing IT resources, enhance business agility, and focus
on core business priorities to gain maximum return on their existing and new IT investments. We are known for our
metadata driven, code-free approach, allowing users to focus on business logic rather than technology

requirements. This approach forms the driving principle of both our uniPaaS application platform and our iBOLT
business and process integration suites. Our ordinary shares are listed on the NASDAQ Global Select Market under
the symbol “MGIC” and are also traded on the Tel Aviv Stock Exchange.

As used in this annual report, the terms “we,” “us,” *
subsidiaries, unless otherwise indicated.

our,” and Magic mean Magic Software Enterprises Ltd. and its

We have obtained trademark registrations for Magic® in the United States, Canada, Israel, the Netherlands (Benelux),
Switzerland, Thailand and the United Kingdom. All other trademarks and trade names appearing in this annual report
are owned by their respective holders.

Our consolidated financial statements appearing in this annual report are prepared in U.S. dollars and in accordance
with generally accepted accounting principles in the United States, or U.S. GAAP. All references in this annual report
to “dollars” or “$” are to U.S. dollars and all references in this annual report to “NIS” are to New Israeli Shekels.

Statements made in this annual report concerning the contents of any contract, agreement or other document are
summaries of such contracts, agreements or documents and are not complete descriptions of all of their terms. If we
filed any of these documents as an exhibit to this annual report or to any previous filling with the Securities and
Exchange Commission, you may read the document itself for a complete recitation of its terms.

This annual report on Form 20-F contains various "forward-looking statements" within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, and the
Private Securities Litigation Reform Act of 1995, as amended, with respect to our business, financial condition and
results of operations. Such forward-looking statements reflect our current view with respect to future events and
financial results. Statements which use the terms “anticipate,” “believe,” “expect,” “plan,” “intend,” “estimate” and similar
expressions are intended to identify forward looking statements. We remind readers that forward-looking statements
are merely predictions and therefore inherently subject to uncertainties and other factors and involve known and
unknown risks that could cause the actual results, performance, levels of activity, or our achievements, or industry
results, to be materially different from any future results, performance, levels of activity, or our achievements
expressed or implied by such forward-looking statements. Readers are cautioned not to place undue reliance on these
forward-looking statements, which speak only as of the date hereof. Except as required by applicable law, including
the securities laws of the United States, we undertake no obligation to publicly release any update or revision to any
forward looking statements to reflect new information, future events or circumstances, or otherwise after the date
hereof. We have attempted to identify significant uncertainties and other factors affecting forward-looking statements
in the Risk Factors section that appears in Item 3D. “Key Information - Risk Factors.”
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PART 1

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.

ITEM 3. KEY INFORMATION

A. Selected Financial Data

The following table presents selected consolidated financial data as of the dates and for each of the periods

indicated. For the years ended December 31, 2006 and 2007, this data includes discontinued operations. The selected
consolidated financial data set forth below should be read in conjunction with and are qualified entirely by reference

to Item 5. “Operating and Financial Review and Prospects” and our consolidated financial statements and notes thereto
included elsewhere in this annual report.

We have derived the following consolidated income statement data for the years ended December 31, 2008, 2009 and
2010 and the consolidated balance sheet data as of December 31, 2009 and 2010 from our audited consolidated
financial statements and notes included elsewhere in this annual report. We have derived the consolidated income
statement data for the years ended December 31, 2006 and 2007 and the consolidated balance sheet data as of
December 31, 2006, 2007 and 2008 from our audited consolidated financial statements that are not included in this
annual report, with the relevant adjustments for the years ended December 31, 2006 and 2007due to the discontinued
operations.

Income Statement Data:
Year ended December 31,

2006 2007 2008 2009 2010
(U.S. dollars in thousands, except share and per share data)

Revenues:

Software $18,788 $17,707 $20,913 $17,261 $20,111
Maintenance and technical support 11,531 12,605 14,530 13,821 14,407
Consulting services 22,252 28,116 26,537 24,268 54,060
Total revenues 52,571 58,428 61,980 55,350 88,578
Cost of revenues:

Software 5,433 4,557 4,898 5,388 5,320
Maintenance and technical support 2,873 1,602 2,263



