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DIRECTOR COMPENSATION

The following table summarizes compensation paid to the Director’s of the Company for the year ended
December 31, 2008.

Change in Pension

Value and
Non-Qualified
Non-Equity Deferred All Other
Fees Earned Stock Option Incentive Plan Compensation Compen-
or Paid in Awards Awards Compensation Earnings sation Total

Name Cash ($) ()] )] ()] %) %) %)
@ (b) © (d) (e ® ©@ (h)
Herbert A. Kraft............. 45,240 50,000 — — — — 95,240
Glenn A. Wintemute....... 47,000 50,000 — — — — 97,000
Eric G. Wintemute......... — — — — — — —
Lawrence S. Clark ......... 54,500 50,000 — — — — 104,500
John L. Killmer.............. 13,750 25,200 — — — — 38,950
John B. Miles................. 58,000 50,000 — — — — 108,000
Carl R. Soderlind............ 68,000 50,000 — — — — 118,000
Irving J. Thau................. 75,000 50,000 — — — — 125,000

The Company has the following compensatory arrangements with the non-employee members of its Board
of Directors:

Cash Compensation:

Effective with each non-employee director’s election/re-election of the Board of Directors is entitled to receive cash
compensation for his or her services on the Board of Directors as follows:

»  Quarterly retainer fee of $7,500 for services on the Board of Directors.
*  Quarterly retainer fee of $2,500 for service as chairperson of the Audit Committee.

*  Quarterly retainer fee of $1,250 for service as chairperson of the Compensation Committee or the Nominating
and Corporate Governance Committee.

»  Attendance fee of $2,500 per meeting of the Board of Directors.

»  Attendance fee of $1,000 per meeting of the committees of the Board of Directors, except that the Audit
Committee chairperson will receive an attendance fee of $1,500 per Audit Committee meeting and Finance
Committee members receive $2,000 per meeting of the Finance Committee.

»  Per diem fee of $2,000 for special assignments as determined from time to time by the Board of Directors.

Stock Awards:

In accordance with the terms and conditions of the Company’s Amended and Restated 1994 Stock Incentive Plan, as
amended through May 12, 2005 (the “Plan”), each non-employee director of the Board of Directors is entitled to receive
awards of Restricted Stock or Restricted Stock Units (as each term is defined in the Plan) of the Company’s Common Stock,
par value $.10 (“Common Stock™), as follows:

» In connection with each non-employee director’s election or re-election to the Board of Directors, such director
is entitled to receive an award that equals $50,000 (the “Stock Award”).

» Ifaperson is appointed to the Board of Directors for any partial year (for example, due to a vacancy on the
Board of Directors), such director will receive a pro rata portion of the Stock Award as determined by the
Compensation Committee or the Board of Directors.

»  Each Stock Award will be calculated based on the closing price of the Common Stock, as reported on the New
York Stock Exchange or other national exchange on which the Common Stock is traded. No fractional share of
any Stock Award will be issued; the value of such fractional share will be paid in cash.

e Each Stock Award will vest immediately in full upon grant.

The Company has entered into written indemnification agreements with each of its directors. The agreement is
effective as of the first day of such person’s service as a director. The agreement provides for contractual indemnification
obligations by the Company to the extent permitted by applicable law and the advancement of expenses in connection
therewith. The agreement also provides that any legal action against a director must be brought within two years from the
date of the accrual of such action or such shorter period as provided by law.
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See “Description of Compensatory Arrangements Applicable to Non-Employee Directors for 2005” which was filed as
Exhibit 10.1 to the Company’s Form 8-K which was filed with the Securities and Exchange Commission on June 15, 2005.

Employee Contracts, Termination of Employment and Change of Control Arrangements

The Company and Eric G. Wintemute entered into a written employment agreement, dated as of January 15, 2008,
pursuant to which Mr. Wintemute serves as the Company’s President and Chief Executive Officer. Mr. Wintemute’s annual
base compensation is $527,253, with increases to be made by the Board of Directors in their sole discretion. Mr. Wintemute
may receive a bonus in an amount as determined by the Board based on his performance against reasonable qualitative and
quantitative benchmarks as determined by the Board. The agreement also provides Mr. Wintemute with certain additional
benefits which are customary for executives at this level in the industry, including a car allowance of $1,500 per month and
reimbursement for reasonable and customary business expenses. Mr. Wintemute’s agreement is of indefinite duration, unless
terminated by the Company. If the Company terminates Mr. Wintemute’s employment without cause and not due to
disability or death, the Company shall pay to Mr. Wintemute an amount equal to two times the average annual cash
compensation received by him over the course of the two immediately preceding calendar years. If Mr. Wintemute dies
during the term of the agreement, the Company will pay his designated beneficiary any amounts (including salary) and
continue any benefits due to Mr. Wintemute under the agreement for 12 months after his death.

Effective March 7, 2008, the Corporation entered into an Employment Agreement with David T. Johnson under which
Mr. Johnson serves as Vice President and Chief Financial Officer of the Corporation. The agreement contains the following
material terms: one year term; annual base salary of $240,000; in the event of termination without cause during the term of
the agreement or the second full year of employment, Mr. Johnson will receive as severance pay an amount equal to his
annual base salary. In addition, on March 7, 2008, Mr. Johnson was awarded incentive stock options to purchase 6,779 shares
of common stock with a strike price of $14.75 per share, which options will vest in equal tranches on each of the first, second
and third anniversary of the date of award as per the terms of an Incentive Stock Option Agreement. Finally, the Corporation
and Mr. Johnson entered into a Change in Control Severance Agreement dated March 7, 2008 which provides, among other
things, that if during the Change in Control Period (which expires December 31, 2008), there is a Change of Control (as
defined therein) and the Corporation terminates Mr. Johnson’s employment without cause, then he will be entitled to receive
(subject to the terms thereof) two times his base annual salary, continuation of medical benefits for 24 consecutive months,
and an acceleration of his options or rights to acquire securities of the Corporation.

Effective January 5, 2009, Amvac entered into an Employment Agreement with Trevor Thorley under which
Mr. Thorley will serve as Executive Vice President and Chief Operating Officer. The agreement contains the following
material terms: three year term; annual base salary of $372,000; in the event of termination without cause during the term of
the agreement, Mr. Thorley will receive as severance pay an amount equal to the greater of (x) his annual base salary for the
remainder of the term (not to exceed two years’ annual base salary) and (y) one year’s base salary. In addition, on January 5,
2009, Mr. Thorley was awarded 8,347 shares of restricted stock of the Corporation, which shares will vest in equal tranches
on each of the first, second and third anniversary of the date of award as per the terms of a Restricted Stock Agreement.
Finally, the Corporation and Mr. Thorley entered into a Change in Control Severance Agreement dated January 5, 2009
which provides, among other things, that if during the Change in Control Period (which expires December 31, 2013), there is
a Change of Control (as defined therein) and the Corporation terminates Mr. Thorley’s employment without cause, then he
will be entitled to receive (subject to the terms thereof) two times his base annual salary, continuation of medical benefits for
24 consecutive months, and an acceleration of his rights to acquire securities of the Corporation.

Compensation Committee Interlocks and Insider Participation

The Compensation Committee of the Board for the year ended December 31, 2007 consisted of Messrs. Carl R.
Soderlind, Lawrence S. Clark and John B. Miles. During 2008, no officer or employee of the Company served on the board
of directors of any other entity, where any officer or director of such entity also served on the Company’s Board.

Related Person Transactions

John B. Miles, a current member of the Board and the Compensation Committee and the current chairperson of the
Nominating and Corporate Governance Committee, serves as counsel in the law firm of McDermott Will & Emery LLP
(“MWE"), which, among other firms, provides legal services to the Company. During the year ended December 31, 2008,
MWE, which has annual revenues in excess of $1 billion, provided legal services to the Company totaling approximately
$800. See Item 13 below.
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ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS
Common Stock Ownership of Certain Beneficial Owners

To the knowledge of the Company, the ownership of the Company’s outstanding Common Stock as of February 27,
2009, by persons who are beneficial owners of 5% or more of the outstanding Common Stock is set forth below.

Name and Address of Amount and Nature Percent of
Beneficial Owner of Beneficial Ownership(*) Class
Herbert A. Kraft.......c.ocooii i 3,298,769(1) 12.2%

4695 MacArthur Court
Newport Beach, CA 92660

St. Denis J. Villere & Company .......ccccceveevivresvsenseenennens 2,806,606 10.4%
210 Baronne Street
New Orleans, LA 70112(*)

T. Rowe Price AssOCIates, INC. .....cccvvevceeeiiiiiiee e 3,233,132 12.0%
100 E. Pratt Street
Baltimore, MD 21202(*)

Eric G. WINEMULE ...t 1,484,934(3) 5.4%
4695 MacArthur Court
Newport Beach, CA 92660

Heartland AdVisors, INC. ....cccocvvevvieiiiicee e 2,160,825 8.0%
789 North Water Street
Milwaukee, WE 53202

(*) Based on information reported to the SEC by or on behalf of such beneficial owner.
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To the knowledge of the Company, the ownership of the Company’s outstanding Common Stock as of February 27,
2009, by persons who are directors and nominees for directors, the executive officers of the Company named in the Summary
Compensation Table, and by all directors and officers as a group is set forth below. Unless otherwise indicated the Company
believes that each of the persons set forth below has the sole power to vote and to dispose of the shares listed opposite
his name.

Name and Address Amount and Nature Percent of
Office (if any) Beneficial Owner of Beneficial Ownership Class
Co-Chairman Herbert A. Kraft ..o, 3,298,769(1) 12.2%

4695 MacArthur Court
Newport Beach, CA 92660
Co-Chairman Glenn A. WiIntemute ........cccoeveieneneiieeeeeeen, 1,313,304(2) 4.9%
4695 MacArthur Court
Newport Beach, CA 92660

Director, Eric G. WINtemute ..., 1,484,934(3) 5.4%
President & CEO 4695 MacArthur Court

Newport Beach, CA 92660
Director Carl R. Soderlind..........cccooeiiiiiiiiiiiiieeeen, 99,004(9) —(13)

4695 MacArthur Court
Newport Beach, CA 92660

Director JOhN B. MIIES ... 95,770(10) —(13)
4695 MacArthur Court
Newport Beach, CA 92660

Director IrvIng J. ThaU .o 27,422(11) —(13)
4695 MacArthur Court
Newport Beach, CA 92660

Director Lawrence S. ClarK........ccccceveviiiieninieireecieen, 14,880(12) —(13)
4695 MacArthur Court
Newport Beach, CA 92660

President Bob Gilbane .......ccccovcvvveicec e, 314,005(5) 1.2%
(GEMCHEM) 4695 MacArthur Court

Newport Beach, CA 92660
Senior Vice President Glen D. JOhNSON......ccccvcviiccie e, 126,981(6) —(13)
(AMVAC) 4695 MacArthur Court

Newport Beach, CA 92660
Senior Vice President Christopher K. Hildreth.............cccooviviviiviieens, 194,492(7) —(13)
(AMVAC) 4695 MacArthur Court

Newport Beach, CA 92660
Vice President Doug AShMOIe ......ccccvvveeieiece e, 77,401(4) —(13)
(AMVAC) 4695 MacArthur Court

Newport Beach, CA 92660
Chief Financial Officer David T. JONNSON .......coveiiiiiiiiieie s 1,000 —(13)

4695 MacArthur Court
Newport Beach, CA 92660
Chief Administration Officer James A Barry ........ccccoeovereinineieseneieseneens 193,714(8) —(13)
4695 MacArthur Court
Newport Beach, CA 92660
Directors and Officers as @ Group(18).......cceeueiuererirenineieeieee e 7,522,720 26.9%
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Mr. Kraft owns all of his shares with his spouse in a family trust where he and his spouse are co-trustees, except as to
13,834 shares held in an Individual Retirement Account. This figure includes 9,680 shares of Common Stock

Mr. Kraft is entitled to acquire pursuant to stock options exercisable within sixty days of this Report.

Mr. Glenn Wintemute owns all of his shares with his spouse in a family trust where he and his spouse are co-trustees.
This figure includes 9,680 shares of Common Stock Mr. Glenn Wintemute is entitled to acquire pursuant to stock
options exercisable within sixty days of this Report.

This figure includes 450,000 shares of Common Stock Mr. Eric Wintemute is entitled to acquire pursuant to stock
options exercisable within sixty days of this Report. Mr. Wintemute shares voting and investment power with his
spouse with respect to certain shares, including 69,668 shares of Common Stock owned by Mr. Wintemute’s minor
child for whom Mr. Wintemute and his spouse are trustees or custodians and for which he disclaims

beneficial ownership.

This figure includes 60,000 shares of Common Stock Mr. Ashmore is entitled to acquire pursuant to stock options
exercisable within sixty days of the Report.

This figure includes 24,467 shares of Common Stock Mr. Gilbane is entitled to acquire pursuant to stock options
exercisable within sixty days of this Report.

This figure includes 60,187 shares of Common Stock Mr. G. D. Johnson is entitled to acquire pursuant to stock
options exercisable within sixty days of this Report.

This figure includes 180,000 shares of Common Stock Mr. Hildreth is entitled to acquire pursuant to stock options
exercisable within sixty days of this Report.

This figure includes 112,000 shares of Common Stock Mr. Barry is entitled to acquire pursuant to stock options
exercisable within sixty days of this Report.

This figure includes 9,680 shares of Common Stock Mr. Soderlind is entitled to acquire pursuant to stock options
exercisable within sixty days of this Report. Certain shares are held in a family trust where Mr. Soderlind and his
spouse are co-trustees.

This figure includes 9,680 shares of Common Stock Mr. Miles is entitled to acquire pursuant to stock options
exercisable within sixty days of this Report. Certain shares are held in a family trust where Mr. Miles and his spouse
are co-trustees and certain shares are held by Mr. Miles or his spouse in individual retirement accounts.

This figure includes 9,680 shares of Common Stock Mr. Thau is entitled to acquire pursuant to stock options
exercisable within sixty days of this Report.

This figure includes 533 shares of Common Stock owned by Mr. Clark’s minor children for whom Mr. Clark and his
spouse are trustees or custodians and for which he disclaims beneficial ownership.

Under 1% of class.
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EQUITY COMPENSATION PLAN INFORMATION (1)

@ (b) ©

Weighted-
average Number of securities
Number of securities exercise remaining available
to be issued upon price of for future issuance
exercise of outstanding under equity
outstanding options, compensation plans
options, warrants (excluding securities
Plan category warrants and rights and rights reflected in column (a))
Equity compensation plans approved by security holders........... 1,396,632 $7.25 832,819
Equity compensation plans not approved by security holders..... — —
TOMAL e e 1,396,632 832,819

(1) As of December 31, 2008. Does not include the American Vanguard Corporation Employee Stock Purchase Plan
(approved by security holders in June 2001). Under this plan an aggregate of 1,760,000 shares of Common Stock (as
adjusted for stock splits) may be sold to eligible employees pursuant to the plan. The purchase price shall be equal to
85% of the fair market value of the Company’s Common Stock on the first day of the enrollment period or on the last
day of the enrollment period, whichever is lower. There were 1,458,928 shares available for issuance under the Plan as
of December 31, 2008.

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR
INDEPENDENCE

John B. Miles, a current member of the Board and the Compensation Committee and the current chairperson of the
Nominating and Corporate Governance Committee, serves as counsel in the law firm of McDermott, Will & Emery LLP
(“MWE?"), which, among other firms, provides legal services to the Company. During the year ended December 31, 2008,
MWE, which has annual revenues in excess of $1 billion, provided legal services to the Company totaling approximately
$800. Mr. Herbert A. Kraft, Co-Chairman of the Board of Directors, is paid on an hourly basis to provide, as needed,
information necessary, to defend the Company relative to the DBCP lawsuits described in Item 3 herein. Total payments to
Mr. Kraft in 2008 for these services totaled $43.

The board believes that, as a matter of policy, a significant majority of its members should be independent directors
who (i) have no close family or similar relationship with a key member of management; (ii) are not significant advisors or
consultants with the Company; (iii) do not have (and their companies do not have) significant contracts with the Company or
its subsidiaries; and (iv) do not have any other relationship with the Company or its subsidiaries which, in the opinion of the
board, would adversely affect a director’s ability to exercise independent judgment as a director. Further, the Company will
not retain a director or director’s firm to provide significant professional or financial services to the Company except in
exceptional circumstances and only upon recommendation of Management and with the consent of a majority of the
independent directors of the board. The Company has posted the preceding policy on its website under its Corporate
Governance Guidelines. There were no related party transactions in 2007 that did not obtain this review and approval
of the board.

It is the expectation and practice of the board that, in their roles as members of the board, all members will exercise
their independent judgment diligently and in good faith and in the best interests of the Company and its stockholders as a
whole, notwithstanding any member’s other activities or affiliations. The board currently consists of seven members. The
board has determined that Messrs Irving J. Thau, Carl R. Soderlind, John B. Miles and Lawrence S Clark, who constitute a
majority of the board, are “independent” in accordance with the applicable rules and listing standards of the New York Stock
Exchange. All members of the Audit, Compensation and Nominating/Corporate Governance Committees are independent.
The board’s determination concerning independence was based upon information provided by the Company’s directors and
discussions among the Company’s directors. The board will re-examine the independence of each of its members at least
once per year and more frequently if there is any change in a member’s material relationship with the Company that would
interfere with the member’s exercise of independent judgment.
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ITEM 14 PRINCIPAL ACCOUNTANT FEES AND SERVICES
The Audit Committee of American Vanguard Corporation appointed and the stockholders ratified BDO Seidman, LLP
(“BDO”) as the Company’s independent registered public accounting firm for the year ended December 31, 2008.

Aggregate fees for professional services rendered to the Company by BDO for the years ended December 31, 2008 and
2007, were (in thousands):

2008 2007
AU $605 $621
TOX e s 131 93
$736 $714

Audit fees for 2008 and 2007 were for professional services rendered for the audits of the consolidated financial
statements of the Company including the audit of internal controls under Section 404 of the Sarbane’s Oxley Act, timely
reviews of quarterly financial statements, consents, income tax provision procedures, and assistance with review of
documents filed with the SEC.

Audit Related fees, if any, would primarily relate to assurance services, accounting consultations in connection with
acquisitions, and consultations concerning financial accounting and reporting standards. There were none in 2008 and 2007.

Tax fees for 2008 and 2007 were for services related to tax compliance, including the preparation of tax returns and
claims for refund, and tax planning and tax advice, including assistance with and representation in tax audits, advice related
to acquisitions, and requests for technical advice from tax authorities.

Our Audit Committee has considered whether the provision of the non-audit services described above is compatible
with maintaining our auditors’ independence and determined that such services are appropriate.
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REPORT OF THE AUDIT COMMITTEE

The responsibilities of the Audit Committee, which are set forth in the Audit Committee Charter, include providing
oversight to the Company’s financial reporting process through periodic meetings with the Company’s independent
registered public accounting firm and management to review accounting, auditing, internal controls and financial reporting
matters. The management of the Company is responsible for the preparation and integrity of the financial reporting
information and related systems of internal controls. The Audit Committee, in carrying out its role, relies on the Company’s
senior management, including senior financial management, and its independent auditors.

We have reviewed and discussed with senior management the Company’s audited financial statements included in the
Company’s Annual Report on Form 10-K for filing with the Securities and Exchange Commission. Management has
confirmed to us that such financial statements (i) have been prepared with integrity and objectivity and are the responsibility
of management and (ii) have been prepared in conformity with generally accepted accounting principles.

We have discussed with BDO Seidman, LLP, the Company’s independent registered public accounting firm , the
matters required to be discussed by SAS 61 (Communications with Audit Committee). SAS 61 requires our independent
auditors to provide us with additional information regarding the scope and results of their audit of the Company’s financial
statements, including with respect to (i) their responsibility under generally accepted auditing standards, (ii) significant
accounting policies, (iii) management judgments and estimates, (iv) any significant audit adjustments, (v) any disagreements
with management, and (vi) any difficulties encountered in performing the audit.

We have received from BDO Seidman, LLP, a letter providing the disclosures required by Independence Standards
Board Standard No. 1. (Independence Discussions with Audit Committees) with respect to any relationships between BDO
Seidman, LLP and the Company that in their professional judgment may reasonably be thought to bear on independence.
BDO Seidman, LLP has discussed its independence with us, and has confirmed in such letter that, in its professional
judgment, it is independent of the Company within the meaning of the federal securities laws.

Based on the review and discussions described above with respect to the Company’s audited financial statements, we
have recommended to the Board of Directors that such financial statements be included in the Company’s Annual Report on
Form 10-K for filing with the Securities and Exchange Commission.

As specified in the Audit Committee Charter, it is not the duty of the Audit Committee to plan or conduct audits or to
determine that the Company’s financial statements are complete and accurate and in accordance with generally accepted
accounting principles. That is the responsibility of management and the Company’s independent auditors. In addition, it is
not the duty of the Audit Committee to conduct investigations, to resolve disagreements, if any, between management and the
independent auditors, or to assure compliance with laws and regulations and the Company’s Code of Conduct and Ethics. In
giving our recommendation to the Board of Directors, we have relied on (i) management’s representation that such financial
statements have been prepared with integrity and objectivity and in conformity with generally accepted accounting principles,
and (ii) the report of the Company’s independent registered public accounting firm with respect to such financial statements.

AUDIT COMMITTEE

Irving J. Thau, Chair
Carl R. Soderlind
Lawrence S. Clark

March 6, 2009
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(a) The following documents are filed

AND SUBSIDIARIES

PART IV
STATEMENT SCHEDULES

as part of this report:

Index to Consolidated Financial Statements and Supplementary Data:

Description

Financial Statements:

Report of Independent Registered Public Accounting Firm
Consolidated Balance Sheets as of December 31, 2008 and 2007
Consolidated Statements of Income for the Years Ended December 31, 2008, 2007, and 2006

Consolidated Statements of Stockholders’ Equity and Comprehensive Income for the Years Ended

December 31, 2008, 2007 and 2006

Consolidated Statements of Cash Flows for the Years Ended December 31, 2008, 2007, and 2006..................
Summary of Significant Accounting Policies and Notes to Consolidated Financial Statements..............cc........

(b) Exhibits:

57
58
59

60
61
63

The exhibits listed on the accompanying Index To Exhibits, page 88 are filed as part of this annual report.

(c) Valuation and qualifying accounts:

Schedule II-A—Valuation and Qualifying Accounts

Allowance for Doubtful Accounts Receivable (in thousands)

Fiscal Year Ended

December 31, 2008.........oovvvveviiiiiiiiiiiiiiiiiinns
December 31, 2007 .....uvveeeiiiiiiiiiiiiiiiiiiiieieinns
December 31, 2000.........coovvveiieiiiiiiiiiiiiiiiinns

Balance
at .
Beginning Additions Charged to Balance at
of Costs and End of
Period Expenses Other Deductions Period
.................. $418 $54 — — $472
.................. 350 68 — — 418
.................. 414 — — (64) 350
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, American Vanguard
Corporation has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

AMERICAN VANGUARD CORPORATION
(Registrant)

By: /s ERIC G. WINTEMUTE By: /s/ DAVID T. JOHNSON
Eric G. Wintemute David T. Johnson
President, Chief Executive Officer Chief Financial Officer & Principal Accounting Officer
and Director
March 6, 2009 March 6, 2009

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the Registrant and in the capacities indicated.

By: /s/  HERBERT A. KRAFT By: s/ GLENN A. WINTEMUTE
Herbert A. Kraft Glenn A. Wintemute
Co-Chairman Co-Chairman
March 6, 2009 March 6, 2009
By: /sl LAWRENCE S. CLARK By: /sl JonN L. KILLMER
Lawrence S. Clark John L. Killmer
Director Director
March 6, 2009 March 6, 2009
By: /s JoHN B. MILES By: /s/ CARL R. SODERLIND
John B. Miles Carl R. Soderlind
Director Director
March 6, 2009 March 6, 2009
By: /sl IRVING J. THAU
Irving J. Thau
Director

March 6, 2009
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders
American Vanguard Corporation
Newport Beach, California

We have audited the accompanying consolidated balance sheets of American Vanguard Corporation as of
December 31, 2008 and 2007 and the related consolidated statements of income and comprehensive income, stockholders’
equity, and cash flows for each of the three years in the period ended December 31, 2008. In connection with our audits of
the financial statements, we have also audited the financial statement schedules listed in the accompanying index. These
financial statements and schedules are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements and schedules based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statements and schedules. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of American VVanguard Corporation at December 31, 2008 and 2007, and the results of its operations and
cash flows for each of the three years in the period ended December 31, 2008, in conformity with accounting principles
generally accepted in the United States of America.

Also, in our opinion, the financial statement schedules, when considered in relation to the basic consolidated financial
statements taken as a whole, present fairly, in all material respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), American Vanguard Corporation’s internal control over financial reporting as of December 31, 2008, based on
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) and our report dated March 13, 2009 expressed an unqualified opinion thereon.

/s/ BDO Seidman, LLP

Los Angeles, California
March 13, 2009
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CONSOLIDATED BALANCE SHEETS
December 31, 2008 and 2007
(Dollars in thousands, except share and per share data)

2008 2007
Assets
Current assets:

(O T PO OSSOSO SPRSR $ 1,229 $ 3,201

Receivables:
Trade, net of allowance for doubtful accounts of $472 and $418, respectively............. 51,405 55,925
(@11 SOOI 563 645
51,968 56,570
LAY =T ) (o =TSSR 90,626 63,455
PrEPaid BXPEINSES ... .eeieiueeie ittt sttt ettt sttt b et be b e be bt eb e s e e st et e b e besbeebesbeeneene e e aneas 1,688 2,214
TOLAl CUITENE @SSELS ....vevieviieeieiisie ettt ettt 145,511 125,440
Property, plant and eqQUIPMENT, NEL.........coiiiieiice et reene e 41,241 31,780
INEANGIDIE ASSEES.. . eiitiieeii ettt b bt bbbttt e bbb bbb 93,179 85,318
(@ 13 1=T T £ SR PSOSPR 7,006 6,043

$286,937 $248,581

Liabilities and Stockholders’ Equity
Current liabilities:

Current installments of 10ng-term debt............ccooiiiiieeie s $ 7,706 $ 4,106
ACCOUNES PAYADIE ...ttt re e ne e s e e e teseesrenreaneeneas 14,621 13,796
ACCTUEH PrOGIAM COSES .e.vriviereerreeestestesteeseeeeteseessestesseaseeseesesseseesresseaseeseenseseeseessessessenseensenees 16,204 24,191
Accrued expenses and other PayablesS ... 6,767 6,355
INCOME tAXES PAYADIE .....veieeeceee et et ra e 3,332 1,848
Total current HabIilITIES. .......ccvviiii e 48,630 50,296
Long-term debt, excluding current inStAlIMENtS ...........cooiviiiieierce s 76,273 56,155
DETEITEA INCOME TAXES ...vviiiveeeitieeetee e ettt e etee ettt et e e et e e et e e s ebe e e ebeesbesabeesabesebeessbessabeessbessnsesssbessnseesaeeens 6,091 2,391
TOtAl HHADIITIES ....veivecie ettt b e 130,994 108,842
Commitments and contingent liabilities Stockholders’ equity:
Preferred stock, $.10 par value per share; authorized 400,000 shares; none issued................ — —
Common stock, $.10 par value per share; authorized 40,000,000 shares; issued 29,209,863
shares in 2008 and 28,650,829 Shares iN 2007 ........ccccoveiiereinenieiseeese s 2,920 2,865
Additional paid-in CAPItAL...........cccviiriiir e 38,873 36,551
Accumulated other comprehensive iNCOME (10SS) ... c.eiveririreireeeiere e se e (3,593) 64
] =L pT=To =T T T oSS PSSR 120,896 103,004
159,096 142,484
Less treasury stock, at cost, 2,260,996 shares in 2008 and 2,226,796 in 2007...........c..c.cvv.. (3,153) (2,745)
Total StOCKNOIAEIS™ EUILY ....c..eviiieitiieiee e 155,943 139,739

$286,937 $248,581

See summary of significant accounting policies and notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF INCOME
Years ended December 31, 2008, 2007 and 2006
(Dollars in thousands, except per share data)

2008 2007 2006
N SAIES ...ttt sttt b et bbbttt b et e ne et $237,538 $216,662 $193,771
COSE OF SAIES ...ttt 136,407 120,932 111,413

LC] 0TIy o] (0] 1 | SRS PPPSRS 101,131 95,730 82,358
OPEIALING EXPENSES ....viuvereerrertesieereeeestestesrestesseaseeseessestessessesseaseasessseseeseessessessessessen, 64,987 59,717 53,142

OPErating INCOME .....ccvveiiieiesie sttt sre b e sre e eneen 36,144 36,013 29,216
INTEIEST EXPEINSE ...ttt sttt ettt sttt e bt et et nbesreesreenreas 4,300 5,731 3,382
INEEIEST INCOME. ...ttt bbbttt (75) (214) (30)
Interest CapitaliZed .........cvoiriiiiic s (254) (30) (658)

Income before provision for iNCOME taxes ........ccoovvieerieeieie i 32,173 30,526 26,522
INCOME TAXES ...vvviverietisieieteste ettt e b st b s bt e et e s be s e et nsete st e e 12,154 11,798 11,074

NEL INCOIME ...ttt et sttt st b et $ 20,019 $ 18,728 $ 15,448
Earnings per Common SNAre—DbasiC.............cccveeereiieieiieeie e $ 075 $ 071 $ 0.60
Earnings per common share—assuming dilution ..........cc.coceovvereienernieneiesienieens $ 073 $ 068 $ 057
Weighted average shares outstanding—-bhasiC..........c.ccoevvvvviveicvencn s, 26,638 26,307 25,934
Weighted average shares outstanding—assuming dilution...........cc.ccoeveveivercinnnns 27,469 27,436 27,186

See summary of significant accounting policies and notes to consolidated financial statements.

59



AMERICAN VANGUARD CORPORATION
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND COMPREHENSIVE INCOME
Years ended December 31, 2008, 2007 and 2006
(Dollars in thousands, except per share data)

Accumulated

Additional Other
__Common Stock Paid-in  Retained = Comprehensive Comprehensive __Treasury Stock
Shares Amount Capital  Earnings Income/(loss) Income Shares Amount Total
Balance, December 31, 2005............c......... 26,614,607 $ 2,661 $ 9,900 $ 72,830 $ (198) — 2,226,796  $ (2,745) $ 82,448
Stocks issued under ESPP .........ccccueu... 42,115 4 582 — — — — — 586
Cash dividends on common stock
($0.0825 per share).........c.cceeuvieenee — — — (2,164) — — — — (2,164)
Foreign currency translation
adjustment, Net.........cccoevereereinnnnn — — — — 50 50 — — 50
Private equity offering ..........cccooevueene 1,385,970 139 22,395 — — — — — 22,534
FAS 123(R) eXPENSE....c.cevvrerirrrerirrnnens — — 984 — — — — — 984
Tax benefit from stock
Options eXercised ...........coceeeeeenne. — — 230 — — — — — 230
Stock options exercised and grants of
restricted StOCK UNtS........ccvvveenene 311,630 31 730 — — — — — 761
Net iNCOME ... — — — 15,448 — 15,448 — — 15,448
Total comprehensive income ...................... — — — — — $ 15,498 — — —
Balance, December 31, 2006..................... 28,354,322 2,835 34,821 86,114 (148) — 2,226,796 (2,745) 120,877
Stocks issued under ESPP .................... 44,372 5 268 — — — — — 273
Cash dividends on common stock
($0.07 per share).........ccoevevrerinenne — — — (1,838) — — — — (1,838)
Foreign currency translation
adjustment, Net.........cccoevereereinnnnn — — — — 212 212 — — 212
FAS 123(R) expense. — — 791 — — — — — 791

Tax benefit from stock
Options eXercised .........c..coeeeurennc. — — 288 — — — — — 288
Stock options exercised and grants of

restricted stock units... . 252,135 25 383 — — — — — 408
NEt INCOME ....cvvvieieeiiee s — — — 18,728 — 18,728 — — 18,728
Total comprehensive iINCOME ...........ccceueee — — — — — $ 18,940 — — —
Balance, December 31, 2007............c....... 28,650,829 2,865 36,551 103,004 64 — 2,226,796 (2,745) 139,739
Stocks issued under ESPP .................... 42,215 4 559 — — — — — 563
Cash dividends on common stock
($0.08 per share)..........ccoeueueerirnnne — — — (2,127) — — — — (2,127)
Foreign currency translation
adjustment, Net.........cccovvvrirennnnnes — — — — (1,137) (1,137) — — (1,137)
Unrealized loss on currency forward
COVET CONTACES....vvrveeeeerereeceeeeereans — — — — (539) (539) — — (539)
Unrealized expense on fixed
interest contracts...........c..cceevernee. — — — — (1,981) (1,981) — — (1,981)
FAS 123(R) eXPENSE....c.cvvvrerircrreririnnens — — 822 — — — — — 822
Tax benefit from stock
Options eXercised ...........cocreeeeenne. — — 133 — — — — — 133
Treasury stock acquired.............covvunee — — — — — — 34,200 (408) (408)
Stock options exercised and grants of
restricted StoCK UNitS.........coceevevnne 516,819 51 808 — — — — — 859
NEt INCOME ....cvvvireieeieeee s — — — 20,019 — 20,019 — — 20,019
Total comprehensive iINCOME ...........c.ceveee $ 16,362
Balance, December 31, 2008.................... 29,209,863 $ 2,920 $38,873 $120,896 $(3,593) — 2,260,996  $ (3,153) $155,943

See summary of significant accounting policies and notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31, 2008, 2007 and 2006
(Dollars in thousands)

2008 2007 2006
Increase (decrease) in cash
Cash flows from operating activities:
INEL INCOIME ...ttt et b e ettt e st et e bt resbe e $ 20,019 $ 18,728 $ 15,448
Adjustments to reconcile net income to net cash provided by (used in)
operating activities:
Depreciation and amortization ..........c.ccocveveieeieereienie s 7,271 6,338 4,745
Amortization of intangibles..........covvv i 4,342 3,750 1,929
Loss from foreign CUrrenCy CONLrACES.......ccccvevereerereresie s e 174 — —
Stock-based compensation expense related to stock options, employee stock
purchases and direCtors’ fEES........ovviviieierere e 822 791 984
Deferred INCOME TAXES. .....oviiieieierie ettt 3,700 990 139
Changes in assets and liabilities associated with operations:
(Increase) decrease in net reCeivables. .........cvvvvvevivvecvcieeiecre e 4,602 19,174 (15,475)
(Increase) decrease in INVENTOTIES. ........cccvivrerieeeeieeeee e (27,171) 3,173 (22,269)
Increase in prepaid expenses and Other aSSEtS .......ccovivevereererevesierennnns (2,724) (3,745) (2,448)
Decrease in accounts Payable ........c.ccvevveeveririe s (1,871) (1,892) (12,704)
Increase (decrease) in other payables and accrued eXpenses..........c........ (6,091) 5,851 (2,108)
Net cash provided by (used in) operating activities ...........c.cccoce..u. 3,073 53,158 (31,759)
Cash flows from investing activities:
Capital EXPENAITUIES ........oiiieiieieeiee e (14,294) (3,500) (5,392)
Acquisitions of intangible aSSets ... (9,028) (8,038) (39,737)
Net cash used in iNvesting aCtiVities..........cc.covvvvveiveieevcne i (23,322) (11,538) (45,129)
Cash flows from financing activities:
Net (repayments) borrowings under line of credit agreement............ccccoevvvenee 24,500 (35,500) 30,500
Proceeds from issuance of long-term debt ... — — 60,000
Payments on long-term debt and capital lease obligations............c.ccocecveriienes (4,106) (4,106) (35,107)
Proceeds from the issuance of common StOCK............cccvevvvieiceiiviee e, 1,422 681 23,881
Tax benefit from stock options eXerciSed.........ccovvvvrievivrivrivseeieeee e 133 288 230
ACQUISItION OF treasury STOCK.........cccvvieivreiieeerce s (408) — —
Payment of cash dividends..........ccccovvviieiineiiecccc e (2,127) (1,838) (2,164)
Net cash provided by (used in) financing activities............ccccovvereinenns 19,414 (40,475) 77,340
NEt INCrease iN CaSh .....ceoiii e (835) 1,145 452
Cash at beginNing OF YEAT ........cco i 3,201 1,844 1,342
Effect of exchange rate changes 0N Cash ... (1,237) 212 50
Cash At N0 OF YEAI .......ceviviiececcc ettt $ 1,229 $ 3,201 $ 1,844
Supplemental cash flow information:
Cash paid during the year for:
(=] =) TSRS $ 4,135 $ 6,234 $ 2,992
g Tole g [T v D $ 6,785 $11,674 $ 9,472

See summary of significant accounting policies and notes to consolidated financial statements.
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Supplemental schedule of non-cash investing and financing activities:

On March 23, 2006, the Company announced that the Board of Directors declared a 4 for 3 stock split. The shares were
distributed on April 17, 2006 to stockholders of record at the close of business on April 3, 2006. Stockholders entitled to
fractional shares resulting from the stock split received cash in lieu of such fractional share based on the closing price of the
Company’s stock on April 3, 2006.

During 2007, the Company completed the acquisition of a product line in connection of which, the Company recorded
intangible assets in the amount of $10,008 of which $8,008 was paid in cash during the period. At December 31, 2008, the
$2,000 balance remains as a current installment of long-term debt.

During 2008, the Company completed the acquisitions of product lines and recorded intangible assets in the amount of
$12,203 of which $9,028 was paid in cash during the period. Also during 2008, the Company completed an asset purchase
and recorded assets in the amount of $350 of which $200 was paid in cash during the year.

See summary of significant accounting policies and notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Years Ended December 31, 2008, 2007 and 2006

Description of Business, Basis of Consolidation and Significant Accounting Policies

The Company is primarily a specialty chemical manufacturer that develops and markets safe and effective products for
agricultural and commercial uses. The Company manufactures and formulates chemicals for crops, human and animal
protection. The consolidated financial statements include the accounts of American Vanguard Corporation (“Company”) and
its wholly-owned subsidiaries. All significant intercompany accounts and transactions have been eliminated in consolidation.
The Company operates within a single operating segment.

Based on similar economic and operational characteristics, the Company’s business is aggregated into one reportable
segment. Selective enterprise information is as follows:

2008 2007 2006
Net sales:
(O o] o TSSOSO $193,273 $185,886 $162,447
NON-CIOP ..o 44,265 30,776 31,324

$237,538 $216,662 $193,771

The Company’s subsidiary, GemChem, Inc., procures certain raw materials used in the Company’s manufacturing
operations and is also a distributor of various pharmaceutical and nutritional supplement products.

Due to elements inherent to the Company’s business, such as differing and unpredictable weather patterns, crop
growing cycles, changes in product mix of sales and ordering patterns that may vary in timing, measuring the Company’s
performance on a quarterly basis (gross profit margins on a quarterly basis may vary significantly) even when such
comparisons are favorable, is not as good an indicator as full-year comparisons.

Cost of Goods Sold—In addition to normal centers (i.e., direct labor, raw materials) of cost of goods sold, the Company
includes such cost centers as Health and Safety, Environmental, Maintenance and Quality Control in cost of goods sold.

Other Than Cost of Goods Sold—Operating Expenses—Operating expenses include such cost centers as Selling, General
and Administrative, Research and Product Development, Regulatory/Registration, Freight, Delivery and Warehousing.

Freight, Delivery and Warehousing Expense—Freight, delivery and warehousing costs incurred by the Company are
reported as operating expenses. All amounts billed to a customer in a sales transaction related to freight, delivery and
warehousing are recorded as a reduction in operating expenses. Freight, delivery and warehousing costs were $19,566 in
2008, $17,263 in 2007 and $15,939 in 2006.

Advertising Expense—The Company expenses advertising costs in the period incurred. Advertising expenses, which include
promotional costs, are recognized in operating costs (specifically in selling expenses) in the consolidated statements of
income and were $3,267 in 2008, $1,734 in 2007 and $1,270 in 2006.

Inventories—The Company values its inventories at lower of cost or market. Cost is determined by the first-in, first-out
(“FIFO™) method, including material, labor and factory overhead. The Company writes down its inventory for estimated
obsolescence equal to the cost of the inventory. Product obsolescence may be caused by shelf-life expiration, discontinuance
of a product line, replacement products in the marketplace or other competitive situations.

The components of inventories consist of the following:

2008 2007
FiNiShed ProQUCES..........cvciiiveiiiieee s, $83,744 $56,860
RAW MALEFIALS ...t 6,882 6,595

$90,626 $63,455
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—(Continued)

Revenue Recognition and Allowance for Doubtful Accounts—Revenue from sales is recognized at the time title and
the risks of ownership pass. This is when the customer has made the fixed commitment to purchase the goods, the products
are shipped per the customer’s instructions, the sales price is fixed and determinable, and collection is reasonably assured.
The Company has in place procedures to ensure that revenue is recognized when earned. The procedures are subject to
management’s review and from time to time certain sales are excluded until it is clear that the title has passed and there is no
further recourse to the Company. Allowance for doubtful accounts is estimated based on estimates of losses related to
customer receivable balances. Estimates are developed using standard quantitative measures based on historical losses,
adjusted for current economic conditions and, in some cases, evaluating specific customer accounts for risk of loss.

Accrued Program Costs—The Company has adopted Emerging Issues Task Force Issue No. 01-9, Accounting for
Consideration given by a Vendor to a Customer or Reseller of the Vendor’s Products (“EITF 01-9”). In accordance with
EITF 01-9, the Company classifies certain payments to its customers as a reduction of sales revenues. Other payments are
operating expenses. The Company describes these costs overall as “Programs”. Programs are a critical part of doing business
in the agricultural chemicals business place. Essentially they are volume or other key performance indicator (“KPI”) driven
payments made to distributors or retailers at the end of a growing season. Each quarter management applies experience and
market place knowledge to estimate the current liability.

Long-lived Assets—The carrying value of long-lived assets is reviewed for impairment whenever events or changes in
circumstances indicate that the carrying value of such assets may not be recoverable. Measurement of the impairment loss is
based on the fair value of the asset. Management considers the carrying value of long-lived assets to be reasonable.
Generally, the fair value will be determined using valuation techniques such as the present value of expected future
cash flows.

Property, Plant and Equipment and Depreciation—Property, plant and equipment includes the cost of land, buildings,
machinery and equipment, office furniture and fixtures, automobiles, construction projects and significant improvements to
existing plant and equipment. Interest costs related to significant construction projects are capitalized at the Company’s
weighted average cost of capital. Expenditures for maintenance and minor repairs are expensed as incurred. When property or
equipment is sold or otherwise disposed of, the related cost and accumulated depreciation is removed from the respective
accounts and the gain or loss realized on disposition is reflected in earnings. All plant and equipment is depreciated using the
straight-line method, utilizing the estimated useful property lives. Building lives range from 10 to 30 years; machinery and
equipment lives range from 3 to 15 years; office furniture and fixture lives range from 3 to 10 years; automobile lives range
from 3 to 6 years; construction projects and significant improvements to existing plant and equipment lives range from 3 to
15 years when placed in service. The agricultural chemicals business involves complex manufacturing processes that drive
high capital cost plant.

Foreign Currency Translation—Assets and liabilities of foreign subsidiaries, where the local currency is the
functional currency, have been translated at period end exchange rates and profit and loss accounts have been translated using
weighted average yearly exchange rates. Adjustments resulting from translation have been recorded in the equity section of
the balance sheet as cumulative translation adjustments in other comprehensive income (loss). The effect of foreign currency
exchange gains and losses on transactions that are denominated in currencies other than the entity’s functional currency are
remeasured to the functional currency using the end of the period exchange rates. The effects of remeasurement related to
foreign currency transactions are included in current profit and loss accounts.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—(Continued)

Derivative financial instruments and hedge activities—In accordance with SFAS 133, Accounting for Derivative
Instruments and Hedging Activities, the Company recognizes all derivative instruments as either other assets or other
liabilities at fair or market value on the balance sheet. In accordance with the hierarchy contained in SFAS No. 157, Fair
Value Measurements (“SFAS 157”), the Company calculated fair value using observable inputs other than Level 1 quoted
prices (Level 2). The Company has put in place as a hedge against the foreign currency exposure of a foreign currency
denominated forecast purchase transaction. The Company re-evaluates the effectiveness of its derivative instruments using
the dollar offset ratio and the cumulative dollar offset method for ineffectiveness. These re-evaluations are performed at the
end of each quarter. The Company also has in place two interest rate swap contracts that are accounted for under SFAS 133.
The Company qualifies for the short cut method for these swaps and performs quarterly re-evaluations to determine
continued qualification for this method. Any gains or losses on derivative instruments that are deemed effective are taken as
an adjustment to other comprehensive income (loss). If any contracts are deemed ineffective, then gains and losses in those
contracts are taken as an adjustment to operating income. As at December 31, 2008, the Company’s derivative instruments
have been tested and a charge of $174 has been taken to other income as a result.

Goodwill and Other Intangible Assets—The primary identifiable intangible assets of the Company relate to product
rights associated with its product acquisitions. The Company adopted the provisions of Statement of Financial Accounting
Standards (“SFAS”) No. 142, “Goodwill and Other Intangible Assets”. Under the provisions of SFAS No. 142, identifiable
intangibles with finite lives are amortized and those with indefinite lives are not amortized. The estimated useful life of an
identifiable intangible asset to the Company is based upon a number of factors including the effects of demand, competition,
and expected changes in the marketability of the Company’s products. The Company re-evaluates whether these intangible
assets are impaired on an annual basis, relying on a number of factors including operating results, business plans and future
cash flows. Identifiable intangible assets that are subject to amortization are evaluated for impairment using a process similar
to that used to evaluate elements of property. The impairment test for identifiable intangible assets not subject to
amortization, consisting of a comparison of the fair value of the intangible asset with its carrying amount. An impairment
loss, if any, is recognized for the amount by which the carrying value exceeds the fair value of the asset. Fair value is
typically estimated using a discounted cash flow analysis, which requires the Company to estimate the future cash flows
anticipated to be generated by the particular asset(s) being tested for impairment as well as selecting a discount rate to
measure the present value of the anticipated cash flows. When determining future cash flow estimates, the Company
considers historical results adjusted to reflect current and anticipated operating conditions. Estimating future cash flows
requires significant judgment by the Company, in such areas as; future economic conditions, industry-specific conditions,
product pricing and necessary capital expenditures. The use of different assumptions or estimates for future cash flows could
produce different impairment amounts (or none at all) for long-lived assets, goodwill and identifiable intangible assets. The
Company has performed an impairment review for the year ending December 2008 and there were no impairment
losses recorded.

Fair Value of Financial Instruments—The carrying values of cash, receivables and accounts payable approximate
their fair values because of the short maturity of these instruments. The fair value of the Company’s long-term debt and note
payable to bank is estimated based on the quoted market prices for the same or similar issues or on the current rates offered to
the Company for debt of the same remaining maturities. Such fair value approximates the respective carrying values of the
Company’s long-term debt and note payable to bank.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—(Continued)

Income Taxes—The Company uses the asset and liability method to account for income taxes, including recognition of
deferred tax assets for the anticipated future tax consequences attributable to differences between financial statement amounts
and their respective tax bases. Income tax expense is recognized currently for taxes payable. The Company reviews its
deferred tax assets for recovery. A valuation allowance is established when the Company believes that it is more likely than
not that some portion of its deferred tax assets will not be realized. Changes in valuation allowances from period to period are
included in the Company’s tax provision in the period of change.

Per Share Information—Statement of Financial Accounting Standards (“SFAS”) No. 128, Earnings Per Share
(“EPS”) requires dual presentation of basic EPS and diluted EPS on the face of all income statements. Basic EPS is computed
as net income divided by the weighted average number of shares of common stock outstanding during the period. Diluted
EPS reflects potential dilution that could occur if securities or other contracts, which, for the Company, consists of options to
purchase shares of the Company’s common stock are exercised.

The components of basic and diluted earnings per share were as follows:

2008 2007 2006
Numerator:
NEL INCOME 1.ttt sttt ras $20,019 $18,728 $15,448
Denominator:
Weighted average shares outstanding—basic ...........c.ccccecvruenen 26,638 26,307 25,934
Assumed exercise of stock options—fully dilutive.................... 831 1,129 1,252
27,469 27,436 27,186

Accounting Estimates—The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities,
revenues, and expenses at the date that the financial statements are prepared. Actual results could differ from those estimates.

Reclassifications—Certain prior years amounts have been reclassified to conform to the current year’s presentation.

Stock-Based Compensation—The Company accounts for stock-based awards to employees and directors using
Statement of Financial Accounting Standards No. 123 (revised 2004), “Share-Based Payment,” (“SFAS 123(R)”). When
applying the provisions of SFAS 123(R), the Company also applies the provisions of Staff Accounting Bulletin (“SAB”)
No. 107 and SAB No. 110.

SFAS 123(R) requires companies to estimate the fair value of share-based payment awards on the date of grant. The
value of the portion of the award that is ultimately expected to vest is recognized as expense over the requisite service periods
in the Company’s Consolidated Statement of Income.

Stock-based compensation expense recognized during the period is based on the value of the portion of share-based
payment awards that is ultimately expected to vest during the period. Stock-based compensation expense recognized in the
Company’s Consolidated Statement of Income included compensation expense for the share-based payment awards granted
subsequent to December 31, 2005. In conjunction with the adoption of SFAS 123(R) in 2006, the Company changed its
method of attributing the value of stock-based compensation to expense from the accelerated multiple-option approach to the
straight-line single option method. Stock-based compensation expense recognized in the Consolidated Statement of Income
for periods subsequent to December 31, 2005 has been reduced for forfeiture as required by SFAS 123(R). Estimated
forfeitures recognized in the Company’s Consolidated Statement of Income exceed actual forfeitures incurred at
December 31, 2008 by $18. The Company estimates that 8 percent of all restricted stock grants will be forfeited. Estimated
forfeitures for option awards are immaterial.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—(Continued)

As of December 31, 2008, the Company had approximately $35 of unamortized stock-based compensation expenses
related to unvested options, which will be recognized over the weighted-average period of 2.2 years. As of December 31,
2008, the Company had approximately $1,279 of unamortized stock-based compensation expenses related to unvested
restricted stock, which will be recognized over the weighted-average period of 2.6 years. This projected expense will change
if any stock options and restricted stock are granted or cancelled prior to the respective reporting periods or if there are any
changes required to be made for estimated forfeitures.

The Company uses the Black-Scholes option-pricing model (“Black-Scholes model”) to value option grants using the
following weighted average assumptions:

2008 2007
RISK free INEreSt FAe ......ecveieeiieiececec e 2.45% 4.65%
DivIdend YIEld ........ooiiiiiiiiie e e .50% .50%
VOlatility TaCLOr.......c.oiiiiiiee s 50% 41%
Weighted average life (YEars) .......oouoeeeieie et 5 years 5 years

The weighted average grant-date fair values of options granted during 2008 and 2007 were $7.11 and $6.48,
respectively. There were no option shares granted during the year ended December 31, 2006.

The expected volatility and expected life assumptions are highly complex and uses subjective variables. The variables
take into consideration, among other things, actual and projected employee stock option exercise behavior. The Company
estimates expected term using the “safe harbor” provisions of SAB 107 and SAB 110. The Company used historical volatility
as a proxy for estimating expected volatility.

The Company values restricted stock grants using the Company’s traded stock price on the date of grant.

Recently Issued Accounting Guidance

On October 10, 2008, the Financial Accounting Standards Board (“FASB”) issued FSP FAS 157-3. This position paper
seeks to clarify the application of FASB 157, Fair Value Measurements, in a market that is not active and provides
illustrative examples for determining fair value of a financial asset where the market for that financial asset is not active. This
statement is effective on issuance. Currently, American Vanguard has no financial assets where there is little or no market
activity at the measurement date. Accordingly, we believe that this FSP has no applicability for the Company as at
December 31, 2008. We will reconsider the applicability of this statement should our business circumstances change.

On September 12, 2008, FASB issued FSP FAS 133-1. This FSP seeks to clarify the application of SFAS 133,
Accounting for Derivative Instruments and Hedging Activities, to require disclosures by sellers of credit derivatives,
including embedded credit derivatives. Furthermore, the FSP amends FASB Interpretation No 45 (FIN 45), Guarantor’s
Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others, requiring
additional disclosures related to payment/risk. Finally, this FSP clarifies the effective date of SFAS 161, Disclosure about
Derivative Instruments and Hedging Activities. It is effective for reporting periods (annual or interim) ending after
November 15, 2008. We have reviewed the position paper and conclude that we do not participate in the derivatives selling
market, nor do we have any guarantees related to the debts of others. We will reconsider the applicability of this statement
should our business circumstances change.
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On May 19, 2008, FASB issued SFAS No 162, The Hierarchy of Generally Accepted Accounting Principles (“SFAS
162”). The new standard identifies the sources of accounting principles and the framework for selecting the principles to be
used in the preparation of financial statements of nongovernmental entities that are presented in conformity with generally
accepted accounting principles (“GAAP”) in the United States (the GAAP hierarchy). The objective of this standard is to
ensure that the GAAP hierarchy is clearly directed to the entity because it is the entity (not its auditor) that is responsible for
selecting accounting principles for financial statements that are presented in conformity with GAAP. Accordingly, the Board
concluded that the GAAP hierarchy should reside in the accounting literature established by the FASB and is issuing this
Statement to achieve that result. The Company is currently evaluating the effect SFAS No 162 will have on its published
financial statements. The pronouncement was effective November 15, 2008.

In March 2008, FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities (“SFAS
161”). The new standard is intended to improve financial reporting about derivative instruments and hedging activities by
requiring enhanced disclosures to enable investors to better understand their effects on an entity’s financial position, financial
performance and cash flows. It is effective for financial statements issued for fiscal years and interim periods beginning after
November 15, 2008, with early application encouraged. The new standard also improves transparency about the location and
amounts of derivative instruments in an entity’s financial statements; how derivative instruments and related hedged items
are accounted for under SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities (“SFAS No. 133”);
and how derivative instruments and related hedged items affect its financial position, financial performance, and cash flows.
The company is currently evaluating the effect SFAS No. 161 will have on its financial presentations.

In December 2007, FASB issued SFAS No. 141 (Revised), Business Combinations (“SFAS 141 (R)”). The provisions
of this statement are effective for business combinations for which the acquisition date is on or after the beginning of the first
annual reporting period beginning after December 15, 2008. Earlier application is not permitted. SFAS 141 (R) replaces
SFAS 141 and provides new guidance for valuing assets and liabilities acquired in a business combination. We will adopt
SFAS 141 (R) in fiscal year beginning January 1, 2009.

In September 2006, FASB issued SFAS No. 157, Fair Value Measurements (“SFAS 157”). This statement defines fair
value, establishes a framework for measuring fair value in GAAP, and expands disclosure about fair value measurements.
This statement is effective for financial statements issued for fiscal years beginning after November 15, 2007. The adoption
of SFAS No. 157 did not have a material impact on the Company’s consolidated financial position, cash flows and results
of operations.

(1) Property, Plant and Equipment
Property, plant and equipment at December 31, 2008 and 2007 consists of the following:

Estimated
ﬂ 2007 useful lives
LANG ot e $ 2,458 $ 2,441
Buildings and improvements...........cccoevvvvvvsvnieerienene e sesenseens 7,330 6,791 10 to 30 years
Machinery and eqUIPMENt.........ccccoevererieceeieee e, 69,841 53,558 3to 15 years
Office furniture, fixtures and equipment..........ccccccoeevvinreennnen, 5,479 5,054 3to 10 years
AULOMOLIVE BUIPMENT....c.viiiii et 209 269 3 to 6 years
CONSrUCTION N PrOGIESS ...cvvevveveivesiesiesteetese e e see e ste e sre e eneenens 2,554 5,186
87,871 73,299
Less accumulated depreciation .........ccceeeveverieresinsiesesieseenn, 46,630 41,519

$41,241 $31,780
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(2) Long-Term Debt
Long-term debt of the Company at December 31, 2008 and 2007 is summarized as follows:

2008 2007

Note payable, secured by certain real property, payable in monthly installments of

$9, plus interest (3.195% as of December 31, 2008) with remaining unpaid

principal due APril 1, 2011 ......ccocviiiiiiiiiiceeee e $ 2,154 $ 2,261
Term loan, secured by personal property, payable in quarterly principal installments

of $1,000 plus interest (5.05% as of December 31, 2008) through December 31,

2009 and $2,000 plus interest thereafter with remaining unpaid principal due

DecemMbBEr 15, 2013(8) ....cviveveriieriresiiteisietere sttt sttt 52,000 56,000
ProdUCE ACQUISITIONS ....c.veviitisieiiecieee e see sttt te et et te b e ta e e esee e et e resresreaneeneas 5,325 2,000
Revolving line of credit (interest rate of 4.75% at December 31, 2008)(Q) ........ccccvevvnenn. 24,500 —

83,979 60,261
Less cUrrent iNSTAHIMENTS .....cviiiiiieiese et 7,706 4,106

$76,273 $56,155

Approximate principal payments on long-term debt mature as follows:

2009 ... $ 7,706
2000 1. 9,031
2001 s 34,842
2002 .. 8,400
2003 s 24,000

$83,979

(@) The Company’s Credit Agreement totals $165,000 with a syndicate of commercial lenders led by the Company’s
primary bank as the administrative agent and a lender along with six other banks. The credit facility consists of a
$75,000 revolving line of credit, $60,000 term loan and an accordion term feature of $30,000. These loans bear interest
at the prime rate (“Prime Rate Loans”), or at the Company’s option, a fixed rate of interest offered by the Bank (such as
adjusted LIBOR rate plus certain margins, in each case dependent on certain debt ratios (“Eurodollar Rate Loans™)).
The senior secured revolving line of credit matures on December 15, 2011 and term loan matures on December 15,
2013. These loans contain certain covenants (with which the Company is in compliance) as defined in the agreement.
The Company had $38,356 of availability under its revolving line of credit as of December 31, 2008.

Substantially all of the Company’s assets not otherwise specifically pledged as collateral on existing loans and capital
leases are pledged as collateral under the credit agreement.

The average amount outstanding of the senior secured revolving line of credit during the years ended December 31,
2008 and 2007 was $26,269 and $17,412. The weighted average interest rate on the revolving credit line during the years
ended December 31, 2008 and 2007 was 4.4% and 7.6% respectively.
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(3) Income Taxes
The components of income tax expense are:

2008 2007 2006
Current:
o [T | $ 5,638 $ 8,031 $ 8,596
) L= J T 1,971 2,001 2,178
FOTBIGN 1.ttt nnens 845 776 161
Deferred:
FEUABTAL......viivie ettt 3,411 737 42
Y- LTSRN 289 253 97

$12,154 $11,798 $11,074

Total income tax expense differed from the amounts computed by applying the U.S. Federal income tax rate of 35% to
income before income tax expense as a result of the following:

2008 2007 2006
Computed tax provision at statutory Federal rates..............cceeeveeennanes $11,261 $10,656 $ 9,283
Increase (decrease) in taxes resulting from:
State taxes, net of Federal income tax benefit ...........ccccoeiinens 1,544 1,451 1,350
Other EXPENSES. ... veiveeveireerierieriesiesee e sre e eeeeesae e tesaesresresneereenes (651) (309) 441

$12,154 $11,798 $11,074

Income before provision for income taxes is as follows:

2008 2007 2006
DOMESTIC 1.vvvrvteieietee sttt ettt a e se s e s $29,170 $27,926 $25,884
0T =T Lo o S PSUS 3,003 2,600 638

$32,173 $30,526 $26,522

Temporary differences between the financial statement carrying amounts and tax bases of assets and liabilities that give
rise to significant portions of the net deferred tax liability at December 31, 2008 and 2007 relate to the following:

2008 2007
Current:

INVENTOTIES ...ttt ettt bbbt st st sn bbb bbb eberenis $ 2,200 $ 1,431

StAte INCOME TAXES .vviveiicte ettt ettt sbe et e e sae e 707 502

Vacation Pay aCCTUAL .......cccviiviiiieicce e e 213 187

ACCTUEH DONUSES ..ottt sttt 735 —

(019 1=] SO PP PSPPSR 288 235
NEt AEFEITEA TAX BSSEL ... e vieteeeeie ettt bbb see e 4,143 2,355
Non-Current:

Plant and equipment, principally due to differences in depreciation and

CAPITAlIZEA INTEIEST ...t (8,360) (4,746)

LEOAI TEES... et (719) —

PrePaid BXPENSES. .....eeueeteie sttt ettt sttt sttt e bbbt st be b e e ne e e (1,155) —
Net deferred tax Hability ........coviviiiiiiics e (10,234) (4,746)
Total net deferred tax liability.........cccccoveviiiiiciiicc e $ (6,091) $(2,391)
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The Company believes it is more likely than not that the deferred tax assets above will be realized in the normal course
of business. Undistributed earnings of foreign subsidiaries are considered to be indefinitely reinvested and, accordingly, no
provision for United States federal and state income taxes has been provided thereon. Upon distribution of earnings in the
form of dividends or otherwise, the Company would be subject to both United States income taxes (subject to adjustment for
foreign tax credits) and withholding taxes payable to the various foreign countries. Determination of the amount of
unrecognized deferred United States income tax liability is not practicable because of the complexities associated with its
hypothetical calculation.

Accounting for Uncertainty in Income Taxes

The Company adopted the provisions of FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes—an
Interpretation of FASB Statement No. 109, or FIN 48, on January 1, 2007. FIN 48 contains a two-step approach to
recognizing and measuring uncertain tax positions accounted for in accordance with SFAS No. 109, Accounting for Income
Taxes. The first step is to evaluate the tax position for recognition by determining if the weight of available evidence
indicates that it is more likely than not that the position will be sustained on audit, including resolution of any related appeals
or litigation processes. The second step is to measure the tax benefit as the largest amount that is more than 50% likely of
being realized upon ultimate settlement.

The implementation of FIN 48 did not have a material affect on the Company’s financial statements at adoption and as
of December 31, 2008. The Company’s evaluation was performed for the tax years ended December 31, 2004—2008, the
years which remain subject to examination by major tax jurisdictions.

The Company may from time to time be assessed interest or penalties by major tax jurisdictions. In the event the
Company receives an assessment for interest and/or penalties, such amounts will be classified in the financial statements as
income tax expense.

(4) Litigation and Environmental

On occasion, the Company and/or AMVAC Chemical Corporation (“AMVAC?”), a wholly-owned subsidiary of the
Company, are involved as either a plaintiff or defendant to claims and legal actions incidental to their operations.

A. DBCP Cases

AMVAC and/or the Company have been named or otherwise implicated in a number of lawsuits concerning injuries
allegedly arising from either contamination (of water supplies) or personal exposure to 1,2-dibromo-3-chloropropane
(“DBCP”). A summary of these actions follows:
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I. Hawaii Matters
Board of Water Supply v. Shell Qil Co. et al.

AMVAC and the Company were served with complaints in February 1997. The actions were filed in the Circuit Court
of the Second Circuit, State of Hawaii entitled Board of Water Supply of the County of Maui v. Shell Oil Co., et. al. The suit
named as defendants the Company, AMVAC, Shell Oil Company, The Dow Chemical Company, Occidental Chemical
Company, Occidental Petroleum Corporation, Occidental Chemical Corporation, and Brewer Environmental Industry, Inc.
Maui Pineapple Company was joined as a cross-defendant. The Complaint alleged that between two and four of the Board’s
wells had been contaminated with DBCP in excess of the maximum contaminant level (“MCL”). In addition, the Board of
Water Supply contended that future wells may exceed the MCL level and would need remediation. On August 2, 1999, a
global settlement was reached, which included the remediation of the existing contaminated wells in addition to the
installation of filtration devices on other wells for the next forty years on the island of Maui. The cash settlement was three
million dollars ($3,000,000) of which AMVAC’s (and the Company’s) portion was five hundred thousand dollars
($500,000). The settlement agreement obligates the defendants to pay for the installation of filtration devices on other wells
that become contaminated later and for the ongoing operation and maintenance of the filtration devices for up to forty years.
The annual costs of operation and maintenance per well is estimated to be approximately sixty-nine thousand dollars
($69,000), to be adjusted annually by the consumer price index. The obligations of the defendants under this agreement are
secured by a twenty million-dollar letter of credit obtained by Dow Chemical. In connection with the settlement, in October
2005, AMVAC paid for a share of a permanent filtration system in the amount of $222,198. In April 2008, AMVAC paid
$16,797 for its share of operations and maintenance expenses for 2007.

Patrickson, et. al. v. Dole Food Co., et. al

In October 1997, AMVAC was served with a Complaint(s) in which it was named as a defendant, filed in the Circuit
Court, First Circuit, State of Hawaii and in the Circuit Court of the Second Circuit, State of Hawaii (two identical suits)
entitled Patrickson, et. al. v. Dole Food Co., et. al (“Patrickson Case™) alleging damages sustained from injuries caused by
plaintiffs” exposure to DBCP while applying the product in their native countries. Other named defendants are: Dole Food
Co., Dole Fresh Fruit, Dole Fresh Fruit International, Pineapple Growers Association of Hawaii, Shell Oil Company, Dow
Chemical Company, Occidental Chemical Corporation, Standard Fruit Company, Standard Fruit & Steamship, Standard Fruit
Company De Costa Rica, Standard Fruit Company De Honduras, Chiquita Brands, Chiquita Brands International, Martrop
Trading Corporation, and Del Monte Fresh Produce. (American Vanguard Corporation has not been sued in these actions.)
The ten named plaintiffs are citizens of four countries—Guatemala, Costa Rica, Panama, and Ecuador. Punitive damages are
sought against each defendant. The plaintiffs were banana workers and allege that they were exposed to DBCP in applying
the product in their native countries. The case was also filed as a class action on behalf of other workers so exposed in these
four countries. The plaintiffs allege sterility and other injuries. The suits were removed to federal court and for the last
several years, the focus of the case has been on procedural issues, including the dismissal of the case based on the doctrine of
forum non conveniens. This doctrine would require the plaintiffs to pursue their claims in their native countries. On April 22,
2003, the United States Supreme Court issued a decision on the procedural posture of the case, holding there was no
jurisdiction in federal court and remanded the case to state court. On September 12, 2006, the state court ordered the transfer
of venue from Maui County to Oahu. The court held a status conference on April 16, 2007 and tentatively set the case for
trial for February 16, 2009. The plaintiffs filed a preliminary motion for class certification, which was denied by the court on
June 4, 2008. The plaintiffs’ attorney has advised that he wants to add several thousand other individuals as plaintiffs here or
in some other action, but has not attempted to do so thus far. Discovery has just begun and two of the plaintiffs have stated
that they no longer wish to be parties. The court rescheduled the trial to commence on January 19, 2010. It is unknown
whether any of the plaintiffs were exposed to AMVAC brand DBCP, what are the actual injuries, or what statute of limitation
defenses may apply. AMVAC intends to contest the cases vigorously. Defendants intend to schedule depositions of the
plaintiffs in the near future. At this stage, the Company believes that, while possible, a loss is neither probable, nor
reasonably estimable and, accordingly, it has not accrued a loss contingency therefor.
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Further, the plaintiffs’ attorneys reported that the ten plaintiffs filed suit in their home countries in 1998, based on the
prior order of forum non conveniens, alleging damages in excess of two million United States dollars ($2,000,000) per
plaintiff. The suit in Guatemala was served on AMVAC in March 2001, but no defendant has been required to answer. Suits
in the other countries have not been served. AMVAC has engaged local attorneys in the countries to defend these
foreign suits.

Adams v. Dole Food Co. et al

On approximately November 23, 2007, AMVAC was served with a suit filed by two former Hawaiian pineapple
workers and their spouses, alleging testicular cancer due to DBCP exposure: Adams v. Dole Food Co. et al in the First Circuit
for the State of Hawaii. The complaint was filed on June 29, 2007 and names Dole Food Co,, Standard Fruit and Steamship
Company, Dole Fresh Food, Pineapple Growers Association, AMVAC, Shell Qil Co., Dow Chemical Co. and Occidental
Corporation. Plaintiff Mark Adams alleges he was exposed to DBCP in 1974 and 1975 while working on Dole’s plantation
on Oahu. Plaintiff Nelson Ng alleges he was exposed between 1971 and 1973 while working in Lanai City, Lanai. AMVAC
answered the complaint on or about December 14, 2007. While no discovery has taken place, AMVAC denies that any of its
product could have been used at the times and locations alleged by these plaintiffs. At this stage, the Company believes that,
while remotely possible, a loss is neither probable nor reasonably estimable and, accordingly, it has not accrued loss
contingency therefor.

I1. Mississippi Matters

In May 1996, AMVAC was served with five complaints in which it is named as a defendant. (These complaints were
filed by the same attorneys representing the Patrickson plaintiffs in Hawaii.) The complaints are brought by plaintiffs Edgar
Arroyo-Gonzalez, Eulogio Garzon-Larreategui, ValentinValdez, Amilcar Belteton-Rivera, and Carlos Nicanor Espinola-E
against one or more of the following named defendants: Coahoma Chemical Co. Inc., Shell Oil Company, Dow Chemical
Co., Occidental Chemical Co., Standard Fruit Co., Standard Fruit and Steamship Co., Dole Food Co., Inc., Dole Fresh Fruit
Co., Chiquita Brands, Inc., Chiquita Brands International, Inc. and Del Monte Fresh Produce, N.A. The cases were filed in
the Circuit Court of Harrison County, First Judicial District of Mississippi. Each case alleged damages sustained from
injuries caused by plaintiffs’ (who are former banana workers and citizens of a Central American country) exposure to DBCP
while applying the product in their native countries. These cases were removed to U.S. District Court for the Southern
District of Mississippi, Southern Division. The federal court granted defense motions to dismiss in each case pursuant to the
doctrine of forum non conveniens. On January 19, 2001, the court issued an unpublished decision, finding that there was
jurisdiction in federal court, but remanded just one case (Espinola) back to the trial court based on a stipulation which limited
the plaintiff’s recovery to fifty thousand dollars ($50,000). No activity has taken place on this matter since 2001. Without
discovery, it is unknown whether this plaintiff was exposed to the Company’s product or what defenses may apply. At this
stage, the Company believes that, while possible, a loss is neither probable nor reasonably estimable and, accordingly, it has
not accrued a loss contingency therefor.
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I11. Louisiana Matters

In November 1999, AMVAC Chemical Corporation was served with three complaints filed in the 29" Judicial District
Court for the Parish of St. Charles, State of Louisiana entitled Pedro Rodrigues et. al v. AMVAC Chemical Corporation et. al,
Andres Puerto, et. al v. Amvac Chemical Corporation, et. al and Eduardo Soriano, et al v. Amvac Chemical Corporation et.
al. Other named defendants are: Dow Chemical Company, Occidental Chemical Corporation, Shell Oil Company, Standard
Fruit, Dole Food, Chiquita Brands, Tela Railroad Company, Compania Palma Tica, and Del Monte Fresh Produce. These
suits were filed in 1996, but they were not served until November 1999. Following a dismissal of most of the plaintiffs from
the action (in light of the fact that they had previously settled their claims in other actions), the complaints, with Soriano as
the lead case, allege personal injuries to about 314 persons (167 from Ecuador, 102 from Costa Rica, and 45 from
Guatemala) from alleged exposure to DBCP (punitive damages are also sought). With the United States Supreme Court
holding there was no federal court jurisdiction in the Patrickson case, the federal court judge remanded the cases to Louisiana
state court in June 2003. In state court, the three cases were assigned to two different judges. On November 17, 2006, the
state court separated the cases handled by attorney Scott Hendler from the cases being pursed only against the growers
handled by different counsel. Subsequently, the cases against the growers were settled and all those actions were dismissed.
The cases handled by Mr. Hendler were supposed to be placed in a new action, which was not done. After a hearing on
January 29, 2008, the court ruled on February 8, 2008 that these plaintiffs could still proceed in the existing cases rather than
in a new pleading.

As in many of the other banana worker’s cases, no discovery has taken place on the individual claims of the plaintiffs.
Thus, it is unknown as to how many of the plaintiffs claim exposure to AMVAC’s product, what are the actual injuries, and
whether their claims are barred by applicable statutes of limitation. AMVVAC intends to vigorously contest these cases. At this
stage, the Company believes that, while possible, a loss is neither probable nor reasonably estimable and, accordingly, it has
not accrued a loss contingency therefor.

IV. Nicaragua Matters
Tellez et al v. Dole Food Company, Inc. et al

On March 26, 2004, 25 plaintiffs, all residents of Nicaragua, filed suit in state court in Los Angeles County, California,
claiming personal injuries from alleged exposure to DBCP while working on banana plantations in their home country. The
named defendants are Dole Food Company, Inc., Dole Fresh Fruit Company, Standard Fruit Company, Standard Fruit and
Steamship Company, Dow Chemical Company, and AMVAC Chemical Corporation. Punitive damages were also sought
against all defendants.

The plaintiffs, all field workers, claim personal injuries for complete sterility (azoospermia) or in one case, severely
reduced sperm count. They claim exposure from working on banana plantations in Nicaragua from dermal contact with
DBCP and inhalation of vapors. The plaintiffs also claimed exposure to DBCP in groundwater that they ingested, but testing
of wells in October 2005 did not reveal the presence of any DBCP contamination and this claim of exposure through
groundwater was dropped.
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In March 2007, AMVAC settled with the 13 remaining plaintiffs for a total of $300,000 without any admission of
liability. This settlement was approved by the court on April 24, 2007. The case proceeded to a jury trial against the Dole
Food and Dow Chemical defendants in July 2007 for 12 plaintiffs as one was transferred to the Mejia case. On November 5,
2007, the jury found for the defendants on the claims of six of the plaintiffs and found for the plaintiffs on the other six for a
total award of approximately $3.3 million. For five of the six plaintiffs, the jury allocated 80% of the liability to Dole on
fraudulent concealment and strict liability causes of action and 20% to Dow (and 40% on the other plaintiff) on strict
products liability. In further deliberations, the same jury awarded $500,000 in punitive damages to each of five plaintiffs as
against the Dole entities for fraudulent concealment for a total of an additional $2.5 million. On March 7, 2008, the trial court
granted Dole’s motion for judgment notwithstanding the verdict as to punitive damages thereby reversing the award of
punitive damages of $2.5 million against Dole. In reaching its decision, the court found that any award of punitive damages
as against Dole would be violative of the Due Process Clause of the Fourteenth Amendment as the claimed injuries to
plaintiffs and Dole’s acts occurred outside of California. The court also reversed the finding of strict products liability against
Dole. Both sides have filed appeals. As this case impacts the other DBCP suits, the Company is monitoring
these developments.

This case, like the other pending banana workers suits, demonstrates the difficult issues of law and fact to all parties
and the potential of large verdicts, at least in cases involving claims of complete sterility (azoospermia) that defendants
cannot explain. In all of these banana worker cases, there is no guarantee that the Company will be able to avoid an adverse
judgment or that the size of any such judgment will not have an adverse effect upon the Company’s financial performance. If
plaintiffs continue to be successful, it is likely that other banana workers from Nicaragua will file suit in California.

Rodolfo Mejia et al v. Dole Food Company, Inc. et al

On September 20, 2005, the attorneys who also represent plaintiffs in Tellez et al v. Dole Food Company et al filed an
action on behalf of 16 Nicaraguan plaintiffs in the Los Angeles County Superior Court against Dole Food Company, Inc.,
Dole Fresh Fruit Company, Standard Fruit Company, Standard Fruit and Steamship Company, the Dow Chemical Company,
and AMVAC Chemical Corporation. The complaint alleges that the 16 plaintiffs worked at various banana farms in
Nicaragua and were exposed to DBCP from 1970 to 1984, suffering irreversible sterility or infertility. The complaint seeks
unspecified compensatory and punitive damages against each defendant. The suit has been assigned to the same judge for
case management and trial as in the Tellez matter. These plaintiffs allege that they were all applicators of the product at the
banana farms. The plaintiffs also allege exposure to DBCP from contaminated groundwater. The court has limited discovery
to 20 plaintiffs and any others beyond that number must be transferred to another case.

This case will be set for trial for some time in 2010. However, a preliminary trial has also been set for September 10,
2009 to determine whether the plaintiffs have committed fraud in filing their claims. Ten of the plaintiffs remain in the case
as the others have been dismissed.

At this stage, the Company believes that a loss is not probable (and therefore has not accrued a loss contingency
therefor); however, based upon the disposition of the Tellez matter, the Company believes that a loss and/or costs of between
$0K and $300K is reasonably possible.

At a status conference on February 8, 2008, the court ordered that the parties in this case and all the other DBCP cases
filed in Los Angeles must engage in global mediation sessions that are to include all cases.

Rivera et al v. Dole Food Company, Inc. et al

On October 26, 2007, the attorneys who also represent plaintiffs in Tellez et al v. Dole Food Company et al filed an
action on behalf of four Nicaraguan plaintiffs in the Los Angeles County Superior Court against Dole Food Company, Inc.,
Dole Fresh Fruit Company, Standard Fruit Company, Standard Fruit and Steamship Company, the Dow Chemical Company,
and AMVAC Chemical Corporation. The complaint alleges that the four plaintiffs worked at various banana farms in
Nicaragua and were exposed to DBCP from 1975 to 1990, suffering irreversible sterility or infertility. The complaint seeks
unspecified compensatory and punitive damages against each defendant. The suit has been assigned to the same judge for
case management and trial as in the Tellez and the Mejia matters.
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The complaint was amended on November 30, 2007 to include a total of six plaintiffs. AMVAC answered this first
amended complaint on January 10, 2008. As explained above, these six workers were then added to the Mejia suit on
January 22, 2008. Presently, there is just one plaintiff named in the Rivera case, which remains stayed pending resolution of
the Mejia action. With respect to Rivera, the Company believes that, while possible, a loss is neither probable nor reasonably
estimable and, accordingly, it has not accrued a loss contingency therefor.

Suits filed in Nicaragua

The Los Angeles attorneys representing these workers in California have recently stated that they have as many as
10,000 clients in Nicaragua.

In prior descriptions of pending litigation and other matters, several suits filed in Nicaragua in January 2003 on behalf
of banana workers claiming exposure to DBCP were mentioned. It was reported that AMVAC had been named in these suits,
but was not served with the complaints.

In May 2005, two suits filed in Nicaragua in 2004 were received that name AMVAC, The Dow Chemical Company,
Dole Food Co., Dole Fresh Fruit, and Standard Fruit Company. The two suits for personal injuries for sterility and reduced
sperm counts have been filed on behalf of a total of 15 banana workers: Flavio Apolinar Castillo et al. v. AMVAC Chemical
Corporation et al., No. 535/04 and Luis Cristobal Martinez Suazo et al. v. AMVAC Chemical Corporation et al., No. 679/04.
In December 2005, AMVAC received six additional, similar lawsuits filed on behalf of a total of 30 plaintiffs. These
plaintiffs each claim $1 million in special and general damages and $5 million in punitive damages.

AMVAC has retained an attorney in Nicaragua and understands that the receipt of these eight suits constitutes first
notice and an invitation to attend mediation. All but one of these suits is based on Nicaraguan Public Law 364 issued in
October 2000 that is directed solely at DBCP and requires the posting of a $100,000 bond, sets forth a lessened standard of
proof to show that the claimed injuries are due to DBCP, and establishes an unreasonable amount of minimum compensation
for injuries. This law also provides that there is no statute of limitations.

On January 25, 2006, AMVAC was served with the Flavio Apolinar Castillo and Luis Cristobal Martinez Suazo suits
listed above. In March 2006, counsel in Nicaragua filed objections to jurisdiction over Amvac in these two cases. The court
finally ruled on all the defendants’ objections on March 20, 2007 by denying each objection to jurisdiction.

A review of court filings in Chinandega, Nicaragua, by local counsel has found 85 suits filed pursuant to Public Law
364 that name AMVAC and include approximately 3,592 plaintiffs. However, only the two Castillo and Suazo cases have
been served on Amvac . Each of these plaintiffs claims $1 million in special and general damages and $5 million in punitive
damages. It is anticipated that the plaintiffs’ attorneys will continue to file additional actions on a monthly basis in Nicaragua.

In an earlier round of suits brought in Nicaragua against Dow, Shell, and Standard Fruit only, the Nicaragua court
issued judgments for $490 million in December 2002 based on claims of 583 banana workers, despite defenses of lack of
personal jurisdiction and the unconstitutionality of Public Law 364. It has been reported that in 2003, the United States
District Court in Los Angeles refused to enforce these judgments on the basis that the judgments did not properly name the
defendants. The U.S. District Court did not reach the issue of due process under Public Law 364. An appeal to the U.S. Court
of Appeals for the Ninth Circuit is pending.
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AMVAC contends that the Nicaragua courts do not have jurisdiction over it and that Public Law 364 violates
international due process of law. AMVAC intends to contest personal jurisdiction and demand under Law 364 that the claims
be litigated in the United States. Thus far, it appears that the Nicaraguan courts have denied all requests of other defendants
under Law 364 that allow the defendants the option of consenting to jurisdiction in the United States. It is not presently
known as to how many of these plaintiffs actually claim exposure to DBCP at the time AMVAC’s product was allegedly
used nor is there any verification of the claimed injuries. Based on the precedent of the earlier suits in Nicaragua, it would
appear likely that the Nicaragua courts will, over the defendants’ objections, enter multi-million dollar judgments for the
plaintiffs and against all defendants in these cases. One such judgment was entered in August 2005 for $97 million for 150
plaintiffs against Dole Food and other entities. It has also been reported that on December 1, 2006, the Nicaraguan court
rendered a judgment for $802 million against Dow, Shell, Occidental, and Standard Fruit for some 1200 plaintiffs. Presently
pending before the U.S. District Court in Miami, Florida, is an enforcement action against Dole and Dow for the $97
million judgment.

With respect to the Nicaraguan cases, the Company believes that, while possible, a loss is neither probable nor
reasonably estimable and, accordingly, it has not accrued loss contingency therefor.

V. lvory Coast Cases

On October 6, 2006, AMVAC was served with seven suits filed in the Los Angeles County Superior Court and one suit
in the United States District Court in Los Angeles that include a total of 668 residents of the Ivory Coast as plaintiffs. Each
plaintiff claims bodily injuries from exposure to DBCP while residing or working on banana or pineapple plantations in that
country from the 1970s to the present. The suits name AMVAC, Dow Chemical, Shell Oil Company, and Dole Food as
defendants. All these suits also seek punitive damages, and the action filed in federal court alleges a claim under the Alien
Tort Claims Act, alleging that the sale and use of DBCP amounted to genocide in the Ivory Coast. AMVAC did not sell any
DBCP into the lvory Coast at any time and intends to defend these cases vigorously. Discovery has not yet begun in
these cases.

On November 3, 2006, Dow and Shell removed the seven state court cases to federal court, alleging that the naming of
AMVAC and the Dole entities amounted to a fraudulent joinder of those defendants by plaintiffs to defeat federal
jurisdiction. However, the federal court remanded all of those cases on its own motion back to state court. These state cases
were reassigned to the same complex case management judge as in the Tellez and Mejia suits in May 2007. Limited
discovery has been permitted to focus on preliminary issues as to which DBCP product was used in the Ivory Coast and
which defendants, if any, belong in these cases. The plaintiffs’ attorney is unwilling to dismiss any defendant at this time. A
further status conference is scheduled for April 16, 2009.

On December 7, 2006 Amvac answered the Alien Tort Claims Act case in federal court. A defense motion for
judgment on the pleadings in the case was granted on March 26, 2007, whereby the court dismissed the genocide and
unlawful distribution of pesticide claims with prejudice, and dismissed the remaining claims with leave to amend. The
plaintiffs filed an amended complaint in April 2007 regarding only the claims for relief for crimes against humanity and
racial discrimination and omitting the claims that the court had dismissed. Defendants jointly filed a motion to dismiss that
was heard on May 21, 2007 and was granted after being taken under submission. The plaintiffs appealed to the Ninth Circuit
Court of Appeal, which denied plaintiffs” appeal on September 24, 2008. On October 7, 2008, the plaintiffs served a petition
for rehearing in the Ninth Circuit before the entire panel of judges, which was also denied. The Company believes that, while
remotely possible, a loss is neither probable nor reasonably estimable and, accordingly, it has not accrued a loss
contingency therefor.

V1. Other DBCP Matters

Other attorneys filed suits in the Los Angeles County Superior Court in April 2005 and December 2008 on behalf of
several thousand banana workers from Costa Rica, Panama, Guatemala, and Honduras. AMVAC has not been named in
these suits.
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B. Other Matters

On July 19, 2006, AMVAC’s registered agent was served with a putative class action complaint entitled Latrice
McLendon, et al. v. Philip Service Corporation etc. et al (including AMVAC), which was filed in the Superior State Court of
Fulton County, State of Georgia No. 2006CN119863 and subsequently removed to the United States District Court for the
Northern District of Georgia No. 1:06-CV-1770-CAP, in which a class of Georgia plaintiffs seek damages, including punitive
damages, in an unspecified amount for personal injuries and diminution in property value allegedly arising from the airborne
release of propyl mercaptan and ethoprop from a waste treatment facility operated by PSC Recovery Services (“PSC”) in
Fairburn, Georgia. Plaintiffs, residents living in the vicinity of the PSC plant, allege trespass, nuisance and negligence on
behalf of defendants in handling, storing and treating waste which was generated by AMVAC’s Axis, Alabama facility. After
having completed class certification discovery, and prior to a ruling from the court on certification of the class, the parties
engaged in mediation on September 19, 2007 before a neutral mediator. Working in conjunction with their insurance carriers
at the mediation, defendants AMVAC and PSC have agreed to settle the matter with a settlement class of approximately
2,000 households for payment of cash consideration of $4 million, which amount shall be divided evenly between co-
defendants and paid by their respective insurance carriers. The cost of claims administration, class notice, plaintiffs’
attorneys’ fees, and class relief will be paid out of the $4 million settlement fund. On September 15, 2008, the court entered
an order giving its preliminary approval of the class settlement. The class settlement notice was mailed to class members the
last week of October 2008. Class members had until January 30, 2009 either (i) to submit the claim form required for a
monetary payment from the settlement fund, or (ii) either to object to the settlement, or seek to be excluded from the
settlement. As of this date, approximately 850 class members have returned claim forms; the parties are reviewing forms for
completeness and validity. The Court will consider final approval of the class settlement at a hearing currently scheduled for
April 17, 2009, and we anticipate the Court will enter the final order approving the settlement on or shortly after that date.
Payments to class members who complete a valid claim form will be made 45 days after final approval of the settlement.

As currently proposed, the settlement would not have an adverse effect upon the Company’s financial performance.
Further, in light of the fact that the settlement is being paid through insurance, the Company does not believe that a loss to the
Company is probable and has not set up a loss contingency therefor. However, the settlement is not yet final, members of the
settlement class remain free to opt out of the settlement and to preserve their individual rights, and it is not anticipated that
the settlement will include mutual releases between co-defendants. In addition, each co-defendant’s insurance carrier has
reserved all rights under applicable insurance policies, including rights to subrogation and contribution.

On June 3, 2008 an action styled John B. Abernathy, Jr. and Delores Abernathy v. Philip Services Corporation etc. et
al. [including AMVAC Chemical Corporation], Civ. No. 2008-EV-004787J, was filed in the State Court of Fulton County,
State of Georgia. Plaintiffs assert personal injury (including kidney failure) and property damage claims based on the same
alleged airborne chemical release from the same PSC facility at issue in the McLendon litigation. Plaintiffs seek
compensatory and punitive damages in unspecified amounts and assert causes of action for negligence, negligence per se,
trespass, and nuisance. AMVAC believes that the action is without merit and intends to defend it vigorously. On October 14,
2008, the court denied AMVAC’s motion for dismissal of the trespass and nuisance claims (which motion had been granted
by the court in the McLendon with substantially similar facts). At this point the Company believes that, while possible, a loss
in this matter is neither probable nor reasonably estimable, and, accordingly, it has not accrued a loss contingency therefor.

On March 14, 2008, AMVAC’s registered agent was served with a complaint in a matter styled East Coast Brokers &
Packers, Inc. v. UAP Distribution, Inc (Cir. Ct., 10 "Jud. Dst. Polk County, FL No. 53-2008 CA-002373-0000-LK). Plaintiff,
a tomato grower, alleges reduced crop yield due to clogging of application equipment by a contaminated or defective
AMVAC pesticide product. The complaint does not identify a specific amount of damages, but asserts claims against
AMVAC for breach of warranty, negligence, and strict liability. On April 11, 2008, defendants removed the action to U.S.
District Court for the Middle District of Florida, Tampa Division (now Civ. No. 8:08-CV-00701-T30 EAJ). At this time,
AMVAC does not believe that it is has any liability to Plaintiff and intends to defend the case vigorously. Discovery has been
conducted but not yet completed. The parties have scheduled a mediation to take place on March 3, 2009. Further, while the
Company does not believe that a loss in this matter is probable (and has therefore not accrued a loss contingency therefor),
based upon our knowledge at present, a loss and/or costs in the range of between $0 and $300,000 is reasonably possible.
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On May 16, 2008, an action entitled Eddie Lee Favors, Jr. v. AMVAC Chemical Corporation et al. was filed with the
Superior Court for the State of California , County of Los Angeles, Central District as Case No. BC390980 in which plaintiff,
a former employee at the Company’s manufacturing facility in Los Angeles, California, seeks damages for alleged
discrimination and harassment based on physical disability as well as wrongful termination arising from the termination of
his employment in April 2007. The Company believes that the claims have no merit and plans to defend the matter
vigorously. Some discovery, including the deposition of plaintiff, has been completed. Defendant has filed a motion for
summary judgment or, in the alternative, for summary adjudication of issues. The parties have agreed to a mediation date of
March 12, 2009. At this stage, while the Company believes that a loss in this matter is not probable (and has therefore not
accrued a loss contingency therefor), a loss and/or costs in the range of between $0 and $100,000 is reasonably possible.

On May 30, 2008, an action entitled Kurt Shenkel and Carol Ann Shenkel v. Western Exterminator Company, et al.
[including AMVAC Chemical Corporation] was filed with the Superior Court of the State of California, Central District as
Case No. BC391795, in which plaintiff Kurt Shenkel, who worked as a landscaper and gardener in Southern California
between 1967 and 2007, alleges that he suffered personal injury—specifically, Parkinson’s disease—from toxins in the
several dozen herbicides and pesticides (including AMVAC’s VVapam) distributed and sold by the 29 co-defendants during
plaintiff’s work history. Plaintiff alleges negligence, strict liability, breach of implied warranty and loss of consortium by
defendants for which he seeks compensatory and punitive damages in unspecified amounts, AMVAC believes that the action
has no merit and intends to defend it vigorously. Defendants have filed numerous demurrers and motions to dismiss with the
court, which, in turn, has stayed consideration of such motions for the time being. At this point, the Company believes that,
while possible, a loss in this matter is neither probable nor reasonably estimable, and, accordingly, it has not accrued a loss
contingency therefor.

The Company may, from time to time, be involved in other legal proceedings arising in the ordinary course of its
business. The results of litigation, including those described above, cannot be predicted with certainty. The Company has and
will continue to expend resources and incur expenses in connection with these proceedings. There can be no assurance that
the Company will be successful in these proceedings. While the Company continually evaluates insurance levels for product
liability, property damage and other potential areas of risk, an adverse determination in one or more of these proceedings
could subject the Company to significant liabilities, which could have a material adverse effect on its financial condition and
operating results.

Environmental

During 2008, AMVAC continued activities to address environmental issues associated with its facility (the “Facility”)
in Commerce, CA.

In March 1997, the California Environmental Protection Agency Department of Toxic Substances Control (“DTSC”)
accepted the Facility into its Expedited Remedial Action Program (“ERAP”). Under this program, the Facility must prepare
and implement an environmental investigation plan. Depending on the findings of the investigation, the Facility may also be
required to develop and implement remedial measures to address any historical environmental impairment. The
environmental investigation and any remediation activities related to ten underground storage tanks at the Facility, which had
been closed in 1995, will also be addressed by AMVAC under ERAP.

Soil and groundwater characterization activities began in December 2002 in accordance with the Site Investigation
Plan that was approved by the DTSC. Additional activities were conducted from 2003 to 2008 with oversight provided by the
DTSC. Risk Assessment activities are planned over the next year under the oversight of the DTSC. Following such risk
assessment activities, further investigation and/or potential remediation activities may be initiated in 2009 or 2010. These
investigation and potential remediation activities are required at all facilities that currently have, or in the past had, hazardous
waste storage permits. Because AMVAC previously held a hazardous waste management permit, AMVAC is subject to these
requirements. At this stage, the extent of further investigation and potential remediation activities is uncertain. Further, it is
uncertain whether the cost associated with such investigation and potential remediation activities will have a material impact
on the Company’s financial statements.
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In 1998, AMVAC began the process to close its hazardous waste permit at the facility, which had allowed AMVAC to
store hazardous waste longer than 90 days. Although this practice was discontinued several years prior, federal regulations
require AMVAC to formally close out the permit. Formal regulatory closure actions began in 2005 and were completed in
2008, as evidenced by DTSC’s October 1, 2008 acknowledgement of AMVVAC’s Closure Certification Report.

AMVAC is subject to numerous federal and state laws and governmental regulations concerning environmental matters
and employee health and safety at the Commerce, CA, Marsing, 1D, Hannibal, MO, and Axis, AL, facilities. AMVAC
continually adapts its manufacturing process to the environmental control standards of the various regulatory agencies. The
U.S. EPA and other federal and state agencies have the authority to promulgate regulations that could have an impact on
AMVAC’s operations.

AMVAC expends substantial funds to minimize the discharge of materials in the environment and to comply with the
governmental regulations relating to protection of the environment. Wherever feasible, AMVAC recovers raw materials and
increases product yield in order to partially offset increasing pollution abatement costs.

The Company is committed to a long-term environmental protection program that reduces emissions of hazardous
materials into the environment, as well as to the remediation of identified existing environmental concerns. Federal and state
authorities may seek fines and penalties for violation of the various laws and governmental regulations. As part of its
continuing environmental program, except as disclosed in PART I, Item 3, Legal Proceedings, of this Annual Report, the
Company has been able to comply with such proceedings and orders without any materially adverse effect on its business.

(5) Employee Deferred Compensation Plan and Employee Stock Purchase Plan

The Company maintains a deferred compensation plan (“the Plan”) for all eligible employees. The Plan calls for each
eligible employee, at the employee’s election, to participate in an income deferral arrangement under Internal Revenue Code
Section 401(k). The plan allows eligible employees to make contributions which cannot exceed 100% of compensation, or
the annual dollar limit set by the Internal Revenue Code. The Company matches the first 5% of employee contributions. The
Company’s contributions to the Plan amounted to $761, $746 and $594 in 2008, 2007 and 2006.

During 2001, the Company’s Board of Directors adopted the American Vanguard Corporation Employee Stock
Purchase Plan (the “Plan™). The Plan allows eligible employees to purchase shares of common stock through payroll
deductions at a discounted price. An aggregate of 200,000 shares of the Company’s Common Stock, par value $.10 per share
(subject to adjustment for any stock dividend, stock split or other relevant changes in the Company’s capitalization) may be
sold pursuant to the Plan which is intended to qualify under Section 423 of the Internal Revenue Code. The Plan allows for
purchases in a series of offering periods, each six months in duration, with new offering periods (other than the initial
offering period) commencing on January 1 and July 1 of each year. The initial offering period commenced on July 1, 2001.
Unless terminated earlier by the Company’s Board of Directors, the Plan will terminate on December 31, 2010.

Shares of common stock purchased through the Plan for 2008, 2007 and 2006 were 42,215, 44,372 and
42,115, respectively.

(6) Major Customers and Export Sales

In 2008, there were three companies that accounted for 18%, 16% and 12% of the Company’s consolidated sales. In
2007, there were three companies that accounted for 18%, 11% and 12% of the Company’s consolidated sales. In 2006, there
were three companies that accounted for 18%, 15% and 11% of the Company’s consolidated sales. These companies are
distributors of the Company’s products.

The Company primarily sells its products to large distributors and buying cooperatives and extends credit based on an
evaluation of the customer’s financial condition. The Company had three significant customers who each accounted for
approximately 23%, 14% and 7% of the Company’s receivables as of December 31, 2008. The Company had three
significant customers who each accounted for approximately 28%, 9% and 6% of the Company’s receivables as of
December 31, 2007. The Company has long-standing relationships with its customers and the Company considers the credit
risk to be low.
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Worldwide export sales for 2008, 2007 and 2006 were as follows:

2008 2007 2006
(08 g T o - L $10,918 $ 5,117 $ 3,493
IMIBXICO ..ttt ettt ettt ettt sttt be e be e be e beeabesrbesreesrees 12,319 8,468 2,757
South & Central AMEIICA.......ccvcvieiiiiie e 7,599 7,638 2,908
T U 3,582 3,556 2,348
N { ot W 2,727 3,412 1, 806
BUMOPE oottt ettt st et b et ere b e 2,725 3,110 2,120
Other international ............ccceeiiiiiiiiie e 1,380 1,631 1,814

$41,250 $32,932 $17,246

(7) Royalties

The Company had various royalty agreements in place extending through December 2008. These agreements relate to
the acquisition of certain products as well as licensing arrangements. No agreements contains a minimum royalty provision.
Certain royalty agreements contain confidentiality covenants. Royalty expenses were $95, $368 and $809, respectively, for
2008, 2007 and 2006.

(8) Product Acquisitions

All product acquisitions have been accounted for as asset purchases and not businesses pursuant to FASB 141 and
EITF 98-3.

In December 2008, following its purchase of the Permethrin product line (a synthetic pyrethroid) from Syngenta Crop
Protection, Inc. (December 2006—see below), AMVAC purchased further data from the Pyrethroid Working Group. This
investment serves to give AMVAC rights to data in support of its reglstratlons and, consequently, supports a wide breadth of
uses on AMVAC’s pyrethroid based product lines, Permethrin, Ambush®, Wisdom® and Bifenthrin.

On May 16, 2008, AMVAC completed the acquisition of the Phorate insecticide product line from Aceto Agricultural
Chemicals Corporation (“Aceto Ag”). Phorate is used on agricultural crops, mainly potatoes, corn, cotton, rice, sugarcane and
peanuts, to protect against chewing and piercing-sucking insect. Purchased assets included registrations, data, know-how and
certain inventories. The acquisition was made in connection with the settlement of litigation between AMVAC and
Aceto Ag.

On January 16, 2008, AMVAC, pursuant to the provisions of a def|n|t|ve Sale and Purchase Agreement (the
“Agreement”), acquired from Valent U.S.A. Corporation the Orthene” insecticide product line. Orthene is used on
agricultural crops, including beans, brussels sprouts, cauliflower, celery, cotton, cranberries, head lettuce, mint and others and
ornamental and forests. Under the agreement, AMVAC purchased the proprietary formulation information, registration
rights, marketing materials, certain intellectual property rights and existing inventories of the agricultural and professional
product lines.

On December 28, 2007, AMVAC, pursuant to the provisions of a definitive Sale and Purchase Agreement (the
“Agreement”) between AMVAC and BASF, through which AMVAC purchased the global Terbufos product line from BASF
(as reported in greater detail in the Company s Form 8-K filed as of November 29, 2006) The Company ant|C|pates growing
sales of its Phorate-based product Thimet” (acquired in 2005) and its Terbufos-based product Counter”'in the coming years.

On December 17, 2007, AMVAC acquired the pentachloronitrobenzine fungicide product line from the Crop
Protection division of Chemtura Corporation. Included in the purchase were the brands Turfcide” and Terraclor”, highly
effective fungicides that control a wide range of diseases in turf and ornamental applications, certain agricultural crops, and
as a component of seed treatment dressings. These products are registered in the United States, Canada, Mexico, Brazil,
Australia, Turkey, South Africa and a number of other countries.
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In December 2006, AMVAC acquired the product line Permethrin (a synthetic pyrethroid insecticide) from Syngenta
Crop Protection, Inc. In connection with the transaction, AMVAC acquired both crop and non-crop uses of the product line in
the U.S., Mexico and Canada. Acquired assets include registration rights, manufacturing and formulation know-how,
inventories, customer lists and the trademarks Ambush® and Prelude” in the aforementioned territories.

In November 2006, AMVAC acquired the global Terbufos insecticide product line and the Lock ‘N Load” closed
delivery system from BASF Aktiengesellschaft (“BASF”). The product line consisted of the active ingredient Terbufos, the
trademarks Counter” and Lock ‘N Load", the manufacturing and formulation know-how, registration rights, intellectual
property rights and inventories.

The primary identifiable intangible assets of the Company relate to product rights associated with its product
acquisitions. These rights, for the most part, consist of product registrations and related data filed with the United States
Environmental Protection Agency and state regulatory agencies to support such registrations and other supporting data. The
amount of goodwill allocated to the product acquisitions has not been material. The following schedule represents intangible
assets recognized in connection with product acquisitions (See Summary of Significant Accounting Policies—Goodwill and
Other Intangible Assets for the Company’s accounting policy regarding intangible assets):

The following schedule represents intangible assets recognized in connection with product acquisitions (See note 1 for
the Company’s accounting policy regarding intangible assets):

Amount
Intangible assets at December 31, 2005 ........coiiiiiiieeie e $ 41,222
Acquisitions during fiSCal 2006 ..........ccuiiiiiiiiiee s 39,737
AMOITIZATION EXPENSE ... .viteieetieee ettt ettt bbbttt e e e b e sbe bt et e seene e s e benbesbeneas (1,929)
Intangible assets at DecembEr 31, 2006 .........cccivevieiiieieie st 79,030
Acquisitions during fiSCal 2007 ..o e 10,038
AMOITIZATION EXPENSE ... .viteieetieee ettt bbbt bttt b e b e sbe bt et e seene e e e beneesbeneas (3,750)
Intangible assets at December 31, 2007 ......ccvcveeeiererere e 85,318
Acquisitions during fiscal 2008..........ccccciviiiiieiiii e 12,203
AMOTTIZATION BXPENSE ...e.veveiteetieieiesteste st s e et e e e e steseesbesteste e e e s eseesresbesbesbeateesseseesenseseesrenres (4,342)
Intangible assets at December 31, 2008 .........ccvoiiieieriie e $ 93,179

The above amounts represent the total cost recorded during the period for product acquisitions and certain related
capitalized expenses incurred in connection with such acquisitions.

The following schedule represents the gross carrying amount and accumulated amortization of the intangible assets
recognized in connection with product acquisitions. Intangible assets are amortized over their expected useful lives which
range from 15 to 25 years.

2008 2007
Gr0oSS CATYING AMOUNTE .....ovviviiviicieite ettt te e te sttt te st seete b e e resre e eresre e $111,493 $ 99,290
Accumulated amOortiZation..........ccccveverereiiri e (18,314) (13,972)

$ 93,179 $ 85,318
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The following schedule represents future amortization charges related to intangible assets recognized in connection
with product acquisitions:

Year ending December 31,

001 TR $ 4,484
2000 1t a e b et e e e e abe e abeabeerrearae e 4,484
2 R TRRTPT 4,484
2002 o e et e et e et e arrearae e 4,484
0 R TRTP 4,484
(LT U T S SRS SRR 70,759

$93,179

The following schedule represents the Company’s obligations under product acquisition agreements:

Amount

Obligations under acquisition agreements at December 31, 2005.........cccocvvirieiinieiinenene e $ -0-
Additional obligations ACQUITEA ..........c.coiiiiiiiiiiee e -0-
Payments on existing ODHGAtioNS..........ccciuiiiiiii i s -0-
Obligations under acquisition agreements at December 31, 2006...........cccccvvrieeveieerieneneseseseereens -0-
Additional obligations aCUITE ..........cccceiiiiii e e 2,000
Payments on existing ObHGatioNS.........c.cccieiiiiii i -0-
Obligations under acquisition agreements at December 31, 2007 .........cccccvvvviveeerienenesesese e 2,000
Additional obligations aCQUITE ..........c.coeiiiiieeieieese et 3,325
Payments on existing 0blGatioNS.........c.cccieiiiiiie i -0-
Obligations under acquisition agreements at December 31, 2008..........ccccvvvrieiieieneneneneneseeeeens $5,325

(9) Commitments

The Company and Eric G. Wintemute entered into a written employment agreement, dated as of January 15, 2008,
pursuant to which Mr. Wintemute serves as the Company’s President and Chief Executive Officer. Mr. Wintemute’s annual
base compensation is $527,253, with increases to be made by the Board of Directors in their sole discretion. Mr. Wintemute
may receive a bonus in an amount as determined by the Board based on his performance against reasonable qualitative and
quantitative benchmarks as determined by the Board. The agreement also provides Mr. Wintemute with certain additional
benefits which are customary for executives at this level in the industry, including a car allowance of $1,500 per month and
reimbursement for reasonable and customary business expenses. Mr. Wintemute’s agreement is of indefinite duration, unless
terminated by the Company. If the Company terminates Mr. Wintemute’s employment without cause and not due to
disability or death, the Company shall pay to Mr. Wintemute an amount equal to two times the average annual cash
compensation received by him over the course of the two immediately preceding calendar years. If Mr. Wintemute dies
during the term of the agreement, the Company will pay his designated beneficiary any amounts (including salary) and
continue any benefits due to Mr. Wintemute under the agreement for 12 months after his death.
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Effective March 7, 2008, the Corporation entered into an Employment Agreement with David T. Johnson under which
Mr. Johnson serves as Vice President and Chief Financial Officer of the Corporation. The agreement contains the following
material terms: one year term; annual base salary of $240,000; in the event of termination without cause during the term of
the agreement or the second full year of employment, Mr. Johnson will receive as severance pay an amount equal to his
annual base salary. In addition, on March 7, 2008, Mr. Johnson was awarded incentive stock options to purchase 6,779 shares
of common stock with a strike price of $14.75 per share, which options will vest in equal tranches on each of the first, second
and third anniversary of the date of award as per the terms of an Incentive Stock Option Agreement. Finally, the Corporation
and Mr. Johnson entered into a Change in Control Severance Agreement dated March 7, 2008 which provides, among other
things, that if during the Change in Control Period (which expires December 31, 2008), there is a Change of Control (as
defined therein) and the Corporation terminates Mr. Johnson’s employment without cause, then he will be entitled to receive
(subject to the terms thereof) two times his base annual salary, continuation of medical benefits for 24 consecutive months,
and an acceleration of his options or rights to acquire securities of the Corporation.

Effective January 5, 2009, Amvac entered into an Employment Agreement with Trevor Thorley under which
Mr. Thorley will serve as Executive Vice President and Chief Operating Officer. The agreement contains the following
material terms: three year term; annual base salary of $372,000; in the event of termination without cause during the term of
the agreement Mr. Thorley will receive as severance pay an amount equal to the greater of (x) his annual base salary for the
remainder of the term (not to exceed two years’ annual base salary) and (y) one year’s base salary. In addition, on January 5,
2009, Mr. Thorley was awarded 8,347 shares of restricted stock of the Corporation, which shares will vest in equal tranches
on each of the first, second and third anniversary of the date of award as per the terms of a Restricted Stock Agreement.
Finally, the Corporation and Mr. Thorley entered into a Change in Control Severance Agreement dated January 5, 2009
which provides, among other things, that if during the Change in Control Period (which expires December 31, 2013), there is
a Change of Control (as defined therein) and the Corporation terminates Mr. Thorley’s employment without cause, then he
will be entitled to receive (subject to the terms thereof) two times his base annual salary, continuation of medical benefits for
24 consecutive months, and an acceleration of his rights to acquire securities of the Corporation.

The Company has various lease agreements for offices as well as long-term ground leases for its facilities at Axis, AL,
Hannibal, MO and Marsing, ID. The office leases contain provisions to pass through to the Company its pro-rata share of
certain of the building’s operating expenses. The long-term ground lease at Axis, AL is for twenty years (commencing May
2001) with up to five automatic renewals of three years each for a total of thirty-five years. The long-term ground lease at
Hannibal, MO is for a period of 20 years (commencing December 2007) with automatic one year extensions thereafter,
subject to termination with twelve-months notice. The long-term ground lease at Marsing is for a period of 25 years
(commencing in May 2008) with automatic twenty-five year extensions thereafter. Rent expense for the years ended
December 31, 2008, 2007 and 2006 was $346, $387 and $312. Future minimum lease payments under the terms of the leases
are as follows:

Year ending December 31,

2009 ..ot b e bbbt a b e e re e be e s e e abeeabeebeanbeeareeree e $ 296
2000 ittt b e b e bt b h e b e e be e be e ae e e aheeabeebeenbeeateerbe e 25
2 TR 25
T 25
D 0 ST 25
B (LT U T S OSSO S PSRRI 325

$721
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(10) Research and Development

Research and development expenses which are included in operating expenses were $3,410, $2,013 and $2,884 for the
years ended December 31, 2008, 2007 and 2006.

(11) Stock Options
Incentive Stock Option Plans (“ISOP”)

Under the terms of the Company’s ISOP, under which options to purchase 4,296,000 shares of common stock can be
issued, all key employees are eligible to receive non-assignable and non-transferable options to purchase shares. The exercise
price of any option may not be less than the fair market value of the shares on the date of grant; provided, however, that the
exercise price of any option granted to an eligible employee owning more than 10% of the outstanding common stock may
not be less than 110% of the fair market value of the shares underlying such option on the date of grant. No options granted
may be exercisable more than ten years after the date of grant. The options granted generally vest evenly over a three to five
year period, beginning on the date of the grant.

The Company granted incentive stock options to purchase 6,779 shares in 2008 and 6,349 shares in 2007 of common
stock to employees. During 2006, the Company did not grant any stock options. The option granted in 2007 was fully
exercisable on the date of grant. The option granted in 2008 vests annually over three years. All options granted are non-
assignable and non-transferable.

Nonstatutory Stock Options (“NSSO”)
The Company did not grant any non-statutory stock options during the three years ended December 31, 2008.

Option activity within each plan is as follows:

Exercisable
Weighted
Incentive Non-Statutory Average
Stock Option Stock Options Weighted Average Price
Plans Plans Price Per Share Per Share
Balance outstanding, December 31, 2005............ccccee..e. 2,086,333 159,720 5.71 6.06
Options granted ..........cccocevereneninieeiee e — — —
Options exercised, range from $1.76—$14.74..... (262,463) (29,040) 3.66
Options eXPIFed ........ccveierieieie e (3,333) — (14.74)
Balance outstanding, December 31, 2006............c......... 1,820,537 130,680 6.09 6.13
Options granted (15.75)......ccccvveveieeieieienniennens 6,349 — 15.75
Options exercised, range from $1.76—$15.75..... (143,466) (39,840) 4.38
Options eXPITed .......ccccvevevievieie s (13,334) — (12.94)
Balance outstanding, December 31, 2007.........ccccccvenenn 1,670,086 90,840 6.25 6.17
Options granted ($14.75).......cccoerreienernenerenieeens 6,779 — 14.75
Options exercised, range from $1.76—$8.10....... (324,134) (42,440) 1.25
Options eXPIred .......cocveverierere e (9,400) — (14.74)
Balance outstanding, December 31, 2008............ccccc..... 1,343,331 48,400 $ 7.22 $7.18
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Information relating to stock options at December 31, 2008 summarized by exercise price is as follows:

Exercisable Weighted
Outstanding Weighted Average Average
Remaining
Life Exercise Exercise
Exercise Price Per Share Shares (Months) Price Shares Price
Incentive Stock Option Plan:
B3.52—F4.93....ceeeeee e 750,000 24 $ 3.72 750,000 $ 3.72
BB.10. it 325,000 23 $ 8.10 325,000 $ 8.10
$11.30—814.99 ..ot 268,331 46 $14.64 261,552 $14.64
1,343,331 $ 6.96 1,336,552 $ 6.92
Nonstatutory Stock Options:
BLAAS .o 48,400 5 $14.45 48,400 $14.45
48,400 $14.45 48,400 $14.45

The weighted average exercise prices for options granted and exercisable and the weighted average remaining
contractual life for options outstanding as of December 31, 2007 and 2008 was as follows:

Weighted
Average
Weighted Remaining
Number Average Contractual Intrinsic
of Exercise Life Value

Shares Price (Months) (thousands)
As of December 31, 2007:
Incentive Stock Option Plans:
OULSEANAING ...ttt 1,670,086 $ 6.03 34 $18,900
EXPECLEA t0 VESL...c.vcviiiiciiiiiste e 1,661,886 $ 6.02 34 $18,822
EXEICISADIE.......viiiiii et 1,588,087 $ 5.94 34 $18,123
Non-statutory Stock Option Plans:
Options OULSTANAING ...c.cviviiirciciceceee e, 90,840 $10.23 12 $ 647
EXPECIEA 10 VESE....oiiiiicectetctcrctceee et 90,840 $10.23 12 $ 647
Options EXErCiSable ......ccocoviviviveveviiccciie e 90,840 $10.23 12 $ 647
As of December 31, 2008:
Incentive Stock Option Plans:
OULSTANAING ... 1,343,331 $ 6.96 28 $ 7,161
EXPECLEA t0 VESL...c.ocviiiiciicicice e 1,343,331 $ 6.96 28 $ 7,161
EXEICISADIE. ... cvcviiiiiiiice e 1,336,552 $ 6.92 28 $ 7,161
Non-statutory Stock Option Plans:
Options OULSTANAING .....c.veveeriiiee e 48,400 $14.45 5 $ —
EXPECLEA t0 VESE....voviictieicicicecetee e 48,400 $14.45 5 $ —
Options EXEICISADIE .........cvcviiieviecicieececcec e 48,400 $14.45 5 $ —

The total intrinsic value of options exercised during 2006, 2007 and 2008 was $4,332, $1,977 and $4,358, respectively.
Cash received from stock options exercised during 2006, 2007 and 2008 was $959, $803 and $920, respectively.
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Stock Grants

During 2008, the Company issued a total of 150,355 shares of common and restricted stock to certain employees and
non-executive board members. Vesting ranges from immediate to three years from the date of the grant. The values of the
grants range from $12.19 to $12.72 per share based on the publicly traded share prices. The total value of $1,845 will be
recognized over the related service periods. As of December 31,2008, there remains an un-amortized balance of $1,279.
During 2008, 3,500 shares of common stock granted to employees were forfeited.

(12) Private Equity Offering

On February 8, 2006, the Company entered into Stock Purchase Agreements with several institutional investors for the
purchase and sale of, in the aggregate, 1,040,000 (before giving effect for the 4 for 3 stock split distributed April 17, 2006)
shares of the Company’s common stock for a purchase price of $22.50 per share (before giving effect for the 4 for 3 stock
split distributed April 17, 2006) in connection with a private placement of such shares. The shares were registered under the
Company’s Registration Statement on Form S-3 (No. 333,122981) which was filed with the Securities Exchange
Commission on February 25, 2005. (Refer to the Company’s Report on Form 8-K dated February 7, 2006, and filed with the
Securities and Exchange Commission.)

(14) Quarterly Data—Unaudited

Quarterly Data—2008 March 31 June 30 September 30 December 31
NEL SAIES... et $40,934  $57,908 $67,636 $71,060
LC] 0TIy o] 0] 1 | S S 17,736 23,612 28,786 30,997
NEL TNCOME.....eiiiiiiiieise e e 1,733 4,342 6,029 7,915
Basic Net iNCOME PEr SArE ......cceivvcieecieeee e .07 .16 .23 .30
Diluted net iNCOME PEr SNAre ........cccccveiveievieiere e .06 .16 22 .29

Quarterly Data—2007

INEE SAIES. ...t $40,906  $50,028 $56,641 $69,087
GrOSS PrOfIt...ceeiieeeiiseeiees s 18,417 22,227 24,161 30,925
NEE INCOME.....ciiiiiciee ettt 2,126 3,591 5,447 7,564
Basic net iNCOME PEr SNAre .........cooiiiiiiieiiee e .08 14 21 29
Diluted net iNCOME Per ShAre .........ccocuieeieiiiiee e .08 A3 .20 .28

Note: Totals may not agree with full year amounts due to rounding and separate calculations each quarter.

87



Exhibit
Number

3.1

3.2

3.3

10.1

10.2

10.3

10.4

10.5

10.6

10.8

10.9

10.10
10.11

10.12

10.13

21

EXHIBIT INDEX
ITEM 15

Description of Exhibit

Amended and Restated Certificate of Incorporation of American Vanguard Corporation (filed as Exhibit 3.1
to the Company’s Form 10-K for the year ended December 31, 2003 and incorporated herein by reference).

Certificate of Amendment of Amended and Restated Certificate of Incorporation of American Vanguard
Corporation (filed as Exhibit 3.2 to the Company’s Form 10-Q/A for the period ended June 30, 2004 and
incorporated herein by reference).

Amended and Restated Bylaws of American VVanguard Corporation (filed as Exhibit 3.1 to the Company’s
Form 10-Q for the period ended March 31, 2008 and incorporated herein by reference.)

Form of Indenture (filed as Exhibit 4 to the Company’s Registration Statement on Form S-3 (File No. 333-
122981) and incorporated herein by reference).

American Vanguard Corporation Employee Stock Purchase Plan (filed as Appendix B to the Company’s
Proxy Statement filed with the Securities and Exchange Commission on May 31, 2001 and incorporated
herein by reference).

American Vanguard Corporation Fourth Amended and Restated Stock Incentive Plan (filed as Appendix A
to the Company’s Proxy Statement filed with the Securities and Exchange Commission on May 11, 2004 and
incorporated herein by reference).

Form of Incentive Stock Option Agreement under the American Vanguard Corporation Fourth Amended and
Restated Stock Incentive Plan.®

Form of Non-Qualified Stock Option Agreement under the American Vanguard Corporation Fourth
Amended and Restated Stock Incentive Plan.®

Employment Agreement between American Vanguard Corporation and Eric G. Wintemute (filed as Exhibit
10.5 to the Company’s Form 10-K for the year ended December 31, 2007 and incorporated herein
by reference).

Employment Agreement between American Vanguard Corporation and David T. Johnson (filed as Exhibit
10.1 to the Company’s Form 10-Q for the period ended March 31, 2008 and incorporated herein
by reference).

Form of Change of Control Severance Agreement, dated effective as of January 1, 2004, between American
Vanguard Corporation and its executive and senior officers (filed as Exhibit 10.2 to the Company’s Form 10-
Q for the period ended March 31, 2004 and incorporated herein by reference.)

Form of Amendment of Change of Control Severance Agreement, dated effective as of July 11, 2008,
between American Vanguard Corporation and named executive officers and senior officers (filed as Exhibit
99.1 to the Company’s Form 8-K which was filed on July 11, 2008 with the Securities and Exchange
Commission and incorporated herein by reference).

Form of Indemnification Agreement between American Vanguard Corporation and its Directors. ®

Description of Compensatory Arrangements Applicable to Non-Employee Directors for 2005 (filed as
Exhibit 10.1 to the Company’s Form 8-K filed with the Securities and Exchange Commission on June 15,
2005 and incorporated herein by reference).

Employment Agreement dated as of January 5, 2008 between AMVAC Chemical Corporation and
Trevor Thorley.*

Form of Restricted Stock Agreement between American Vanguard Corporation and named executive
officers (filed as Exhibit 99.1 to the Company’s Form 8-K which was filed with the Securities Exchange
Commission on July 24, 2008 and incorporated herein by reference).

List of Subsidiaries of the Company.*
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31.1
31.2
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Description of Exhibit

Consent of BDO Seidman, LLP, Independent Registered Public Accounting Firm.*
Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.*
Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.*

Certifications Pursuant to 18 U.S.C. Section 1350 as adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.*

* Filed herewith.
(1) Filed with the Company’s Original Annual Report on Form 10-K for the year ended December 31, 2004, which was

filed with the Securities and Exchange Commission on March 16, 2005 and incorporated herein by reference.

The Company filed its Domestic Company Section 303A Certification for the year 2008 with the New York Stock Exchange without qualification. The Company filed
a Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 and a Certification of Chief Financial Officer pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002 for the year 2008 with the Securities and Exchange Commission as Exhibits 31.1 and 31.2 to the Company’s Form
10-K for the year ended December 31, 2008.
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