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Translation from Hebrew. The binding version is the original Hebrew version 

 

 
 

Directors Report on the State of the Company's Affairs  
for the period ended December 31, 2009 

 
 

1. INTRODUCTION  
 

The Directors' Report of Israel Chemicals Ltd. ("ICL" or "the Company") is presented as part of the 
Periodic Report for 2009, and assumes that the other parts of the Periodic Report are available to the 
reader. 

 

2. RESULTS OF OPERATIONS 

2.1 Principal Financial Results 

Hereunder the condensed results of operations in the reviewed period, compared with the results for 
the corresponding period in the prior year, in millions of dollars. 

 
 1-12/2009 1-12/2008 10-12/2009 10.-12/2008 

 $ 
millions 

% of 
sales 

$ 
millions 

% of 
sales 

$ 
millions 

% of 
sales 

$ 
millions 

% of 
sales 

Sales 4,554.3  6,904.0  1,226.7   1,118.1    

Gross profit 1,836.5 40.3 3,455.3 50.0 5110.6 41.6 377.2  33.7 

Adjusted gross profit** 1,836.5 40.3 3,619.1 52.4 510.6 41.6 501.0 44.8 

Operating income 938.2 20.6 2,335.5 33.8 254.2 20.7 125.9  11.3 

Adjusted operating  
income** 1,026.7 22.5 2,588.7 37.5 268.4 21.9 297.1 26.6 

Pre-tax income  942.8 20.7 2,227.2 32.3 256.5 20.9 101.1  9.0 

Net profit to the equity-holders 
of the Company 

 
770.4 

 
16.9 

 
2,004.2 

 
29.0 

 
202.7 

 
16.5 

 
175.8  

 
15.7 

Adjusted net profit to the 
equity-holders** 

 
808.7 

 
17.8 

 
2,202.3 

 
31.9 

 
213.1 

 
17.4 

 
279.1  

 
25.0 

EBITDA* 1,223.0 26.2 2,747.5 39.8 315.4 27.9 310.3 27.8 

Cash flow from operating 
activities 

 
1,199.7 

   
1,854.1 

   
318.7 

   
450.4 

  

Investments in property, plant 
and equipment, net of grants 

 
345.6 

  
318.0 

  
96.9 

  
79.7 

 

 

 

 

 
 

 

(*)  EBITDA is calculated as follows in millions of dollars: 
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 1-12/2009 1-12/20087 10-12/2009 10-12/2008 

Net profit to the 
shareholders of the 
Company 770.4 2,004.2 202.7 175.8 

Depreciation and 
amortization 201.7 182.2 51.6 38.7 

Financing expenses, net (6.1) 122.1 (5.4) 24.4 

Income tax 168.5 233.2 52.3 (52.6) 

One-time expenses 88.5 205.8 14.2 124.0 

Total 1,223.0 2,747.5 315.4 310.3 

 
(**)

 In the reporting period, operating income and net profit were influenced by one-time expenses not 
in the ordinary course of business, which include mainly these: 

1. Provision in respect of employee benefits as part of early retirement plans in the ICL Fertilizers 
and ICL Industrial Products segments. 

2. Provision in respect of shutting down a production facility in the ICL Performance Products 
segment.  

3. Tax revenue stemming from the effects of the lower tax rate under the Economic Efficiency 
Law on the deferred tax balances (see Note 21 to the financial statements). 

 
For the convenience of readers, the financial results of the Company are shown also after elimination 
of the one-time expenses ("Adjusted Operating Income" and "Adjusted Net Profit") 
 
Following are the financial effects of the one-time items described above for the year ended December 
31, 2009 and for the fourth quarter of 2009 (in millions of USD): 
 
 1-12/2009 10-12/2009 

Provision for early retirement plans 57.7 10.7 

Provision for shutdown of  facility in the ICL 
Performance Products segment 30.8 3.5 

Effects of onetime expenses on operating income 88.5 14.2 

Effects of tax on one-time expenses  (23.9) (3.8) 

Tax revenue n respect of lower tax rate pursuant 
to the Economic Efficiency Law (26.3)       -  

Net effect on net profit 38.3 10.4 

 

2.2 Results of operations for the period January – December 2009 

Sales 
Sales of the ICL Group in the reporting period amounted to approximately $ 4,554.3 million, compared 
with $ 6,904 million last year, a decrease of about 34%. The decrease reflects a sharp drop in the 
quantities sold in all the segments of operation of the Company, which contributed to a decline in sales 
of $1,676 million (of which $1,081 million as a result of a decrease in the quantities of potash sold and 
$243 million as a result of a decrease of in the quantities of phosphate fertilizers sold). The fall in 
selling prices also contributed $597 million to the decrease in sales. 

In addition, sales decreased as a result of the impact of changes in the exchange rate of the dollar 
against the euro and the pound on income, amounting to $89 million.  
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Below is a breakdown of sales by geographical region: 
 

 
1-12/2009 1-12/2008 

$ millions % $ millions % 

Israel 

North America 

South America 

Europe 

Asia 

Rest of the world 

283.3 

1,013.1 

542.6 

1,426.0 

1,148.4 

140.9 

6.2 

22.2 

12.0 

31.3 

25.2 

3.1 

435.0 

1,152.1 

971.2 

2,420.5 

1,633.1 

292.1 

6.3 

16.7 

14.1 

35.1 

23.7 

4.1 

Total 4,554.3 100.0 6,904.0 100.0 

 
The breakdown of sales shows a decrease in sales in all geographical markets as a result of the 
effects of the global economic crisis. Most of the decrease in North America and Asia is due to the 
decline in quantities sold. The decline in sales in South America stems mainly from the fall in selling 
prices.   
 
Gross profit 
Gross profit amounted to approximately $1,836.5 million compared to $3,455.3 million in 2008, a 
decrease of $1,618.8 million. The gross profit margin out of sales turnover is 40.3%, compared with 
50.0% last year.  

The decline in the gross profit margin compared to the prior period stems mainly from a decline in 
quantities sold of most of the Company's products, which resulted in a decrease of $1,137 in gross 
profit, from a decline in quantities produced, mainly of phosphate fertilizers and also of bromine and its 
compounds, which decreased gross profit by $199 million, and from a fall in selling prices accounting 
for approximately $588 million.  

Conversely, the prices of most inputs fell, including raw materials – mainly sulfur – and energy, and 
shekel expenses also fell in dollar terms as a result of the weakening of the shekel against the dollar. 
The effect of the lower prices of raw materials and of the stronger dollar accounted for $234 million 
and $44 million respectively.  
  
Sales and marketing expenses 
Expenses for this item amounted to approximately $558.1 million, a decrease of $203.4 million 
compared with last year. The decrease in these expenses stems mainly from the decrease in the 
volume of sales, which led to a decrease of $89 million in marine transportation expenses (mainly in 
the fertilizers segment), and from falling marine transportation prices accounting for $80 million, as 
well as from the effects of changes in exchange rates on marine transportation expenses accounting 
for $15 million. In addition, the decrease in expenses stems from the effects of the decline in sales on 
other sales and marketing expenses, accounting for $20 million.  
 
General and administrative expenses 
These expenses totaled $ 195.9 million, a decrease of $11.3 million compared with the same period 
last year. Most of the decrease stems from the strengthening of the dollar against the shekel, which 
reduced these expenses by about $6 million.  
 
Research and development expenses 
R&D expenses (net of grants from the Chief Scientist) amounted to approximately $53.8 million, a 
decrease of about $3.5 million compared with last year. 
 
Operating income 
Operating income amounted to $938.2 million. Adjusted operating income decreased by $1,562 million 
compared with last year, reaching $1,026.7 million, a decrease of 60.3% compared with last year. The 
decrease in operating income stems from the decrease in gross profit noted above, which was partially 
offset by the decrease in overhead expenses, due, inter alia, to the weakening of the shekel against 
the dollar, a decrease in transportation expenses, and the savings and efficiency measures taken by 
the Company. 

The percentage of adjusted operating income out of sales turnover is 22.5%, compared with 37.5% 
last year. The decrease in the margin is derived mainly from the decline in sales and from a decline in 
production, which was partially offset by the lower input prices.  
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Financing income / expenses 
Net financing income amounted to about $6.1 million, compared with expenses of $122.1 million last 
year. Financing income this year compared with the financing expenses last year stemmed from the 
following factors: 

a. Income in the period from financial derivatives and from revaluation of short-term financial 
liabilities, net, amounting to $55 million, compared with an expense of $32.7 million in the 
corresponding period. 

b. A decrease of $36 million in interest expenses due to a decrease of $215 million in net financial 
liabilities for the period and a decrease of 1.6% in the average interest for the period. 

c. Loss of $17,3 million in respect of impairment of financial assets available for sale recognized in 
the prior year.  

 
Conversely, the positive impact noted above was offset by financing expenses during the reporting 
period, stemming from the effects of changes in the shekel / dollar exchange rate on the liabilities in 
respect of employee benefits, which amounted to $26.5 million, compared with $13 million of 
expenses in the corresponding period.    
(See also Section 9 below.) 
 
Tax expenses 
The tax expense amounted to $168.5 million, compared with $233.2 million last year. The tax rate on 
pre-tax profit is 17.9%, compared with 10.5% in the prior year. This rise in the tax rate is explained by 
the following factors: 

a. In 2008, Amendment No. 65 to the Encouragement of Capital Investment Law, 5768-2008 
shortened the period between the start of the operating year of approved enterprises in the 
grants track and the start of the year of choice of the beneficiary enterprise ("the Cooling-Off 
period"), from five year to three years, effective retroactively from April 1, 2005. This shorter 
Cooling-Off Period deriving from approved and beneficiary enterprises led to a further increase 
in tax-exempt income in 2008. 

b. A decrease in the sales turnover of the Group companies in Israel led to a decrease in taxable 
income attributed to the tax-exempt beneficiary enterprises and the enterprises in the Ireland 
Track, which pay tax a reduced rate.  

c. An increase in the proportional part of companies that pay a higher tax rate out of the total profit 
of the Group.  

d. In 2008, companies operating in Europe took full advantage of losses carried forward from prior 
years in respect of which no deferred taxes were generated in the past. 

e. In 2009, ICL assumed a tax liability in respect of distribution of a dividend from subsidiaries 
abroad.  

 
However, the impact of the lower tax rate resulting from the Economic Efficiency Law on deferred tax 
balances partially offset the rise in the effective tax rate.  
 
Net profit   
Net profit to the shareholders of the Company amounted to $770.4 million. Adjusted net profit to the 
shareholders of the Company amounted to $808.7 million, compared with $2,202.3 million last year, a 
decrease of approximately $1,393.6 million  

  

2.3 Results of operations for the period October - December 2009 
 
 Sales 
 Sales of ICL Group in the quarter amounted to approximately $1,226.7 million, compared with 

$1,118.1 million in the same quarter last year, an increase of approximately 9.7%. 

 The increase reflects an increase in quantities sold in the Company's segments of operation, which 
contributed to a rise of $261 million in income. It also reflects the positive impact of the exchange rate 
of the Dollar vs. the Euro and the Pound on sales in an amount of approximately $60 million. This rise 
was offset by a fall in the selling prices of some of the Company's products, which reduced income by 
$222 million, notably a in the prices of potash, which reduced sales by $182 million. 
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Below is a breakdown of sales by geographical markets: 
  

 

 

10-12/2009 10-12/2008 

$ 
millions 

% $ 
millions 

% 

Israel 

North America 

South America 

Europe 

Asia 

Rest of the world 

67.6 

233.50 

127.5 

391.3 

372.1 

34.7 

5.5 

19.0 

10.4 

32.0 

30.3 

2.8 

119.8 

274.0 

43.4 

317.6 

307.4 

56.0 

10.7 

24.5 

3.9 

28.4 

27.5 

5.0 

Total 1,226.7 100.0 1,118.2 100.0 

 
The breakdown indicates a rise in sales in South America, Europe and Asia. Most of the increase in 
Asia and South America stems from quantities sold of potash and phosphate fertilizers in those 
regions. 
 
Gross profit 
Gross profit for the quarter amounted to $510.6 million, an increase of $133.4 million compared with 
the fourth quarter of 2008, or 35.4%. The gross profit margin out of sales increased from 33.7% to 
41.68% of turnover. 

The increase in gross profit compared with the same period last year stems mainly from the rise in 
quantities sold, which resulted in an increase of $215 million in gross profit, and from a decrease in 
most input prices, including sulfur, contributing $173 million to the increase in gross profit. The effects 
of the larger quantities sold was offset, however, by the lower selling prices, which contributed $207 to 
a decrease in gross profit , and by a decline in production quantities which decreased gross profit by 
$47 million.   

 
 Sales and marketing expenses 
 Expenses amounted to $173.1 million, an increase of approximately $34 million compared with the 

same period last year. The increase in expenses stems mainly from the increase in the volume of 
sales, accounting for $72 million. Conversely, marine transportation prices fell, contributing $38.7 
million to a decrease in these expenses.  

 
 General and administrative expenses 
 Expenses amounted to $56.7 million, an increase of $8.6 million compared with the same quarter in 

2008.  
 

Research and development expenses 
 R&D expenses (net of grants from the Chief Scientist) amounted to $14.2 million, an increase of about 

$0.8 million compared with the same period last year.  
 

Operating income 
 Operating income in the quarter amounted to $254.2 million, which compares with operating income of 

$125.9 million during the same period last year. Adjusted operating income in the quarter reaching 
$268.4 million, a decrease of approximately 9.7% compared to last year. The decrease in adjusted 
operating income stems mainly from the effects of the stronger shekel against the dollar, accounting 
for $16 million, and the effects if the increased quantities sold on sales and marketing expenses. The 
percentage of adjusted operating income out of sales turnover is 21.9%, compared with 26.6% last 
year. The decrease in the adjusted operating income margin is due mainly to the fall in selling prices.  

  
 Financing expenses 
 Financing expenses amounted to $5.4 million, compared with $24.4 million in the same period last 

year.   

The following factors are largely responsible for the financing income in the reporting period as 
opposed to the financing expenses in the corresponding quarter in 2008: 

a. Income in respect of revaluation of derivative financial instruments and short-term liabilities and 
assets amounting to $15.5 million, compared with expenses of $17 million in the corresponding 
quarter. 
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b. Loss from impairment of the value of available-for-sale financial instruments amounting to $17.3 
million, which w recognized last year.  

On the other hand, in the corresponding quarter of 2008, income of $17 million was recorded for 
revaluation of liabilities in respect of employee benefits, compared with $1.5 million in the period.  
 
Tax expenses 
The income tax expense in the quarter amounted to $52.3 million, which is approximately 20.4% of 
pre-tax profit, compared with tax revenue of $52.6 million in the same period in the prior year. The tax 
expense in the period compared with tax revenue in the corresponding period is due to the following 
factors: 

a. Increase in tax exempted income since 1 April 2005 on behalf of beneficiary enterprises, resulting 
from the shortening of the Cooling-Off Period from five years to three years, as noted above. 

b. In the reporting period, ICL assumed a tax liability in respect of distribution of a dividend from 
subsidiaries abroad 

 
 Net profit 
 Net profit to the shareholder of the Company in the quarter amounted to $202.7 million Compared to 

net income of $175.8 during the same period last year. Adjusted net profit to the shareholders of the 
Company amounted to $213.1 million, compared with a profit of $279.1 million in the same period last 
year, a decrease of approximately $63.9 million.  

 
 

3. SEGMENTS OF OPERATION 

 
The segments of operation of ICL are presented below according to the managerial division into 
segments described in the preface to this report. 
 

Sales CIF 1-12/2009 1-12/2008 10-12/2009 10-12/2008 
by segment of 
operations 

$ millions % of total 
sales 

$ millions % of total 
sales 

$ millions % of total 
sales 

$ millions % of total 
sales 

ICL Fertilizers 2,146.6 44.5 4,251.7 57.6 633.2 49.1 508.8 42.2 

ICL Industrial 
Products 1,015.2 21.0 1,254.2 17.0 276.7 21.4 260.7 21.6 

ICL Performance 
Products 1,328.0 27.5 1,543.4 20.9 314.4 24.4 342.0 28.4 

Other and setoffs 64.6  (145.3)  2.5  6.6  

Total 4,554.3  6,904.0  1,226.7  1,118.1  

Note: The sales data for the segments and their percentages out of total sales are before setoffs of inter-segment sales. 
 
Operating income 1-12/2009 1-12/2008 10-12/2009 10-12/2008 
by segment of 
operations 

$ millions % of 
segment 

sales 

$ millions % of 
segment 

sales 

$ millions % of 
segment 

sales 

$ millions % of 
segment 

sales 

ICL Fertilizers 723.1 33.7 2,018.6 47.5 219.3 34.6 120.4 23.7 

ICL Industrial 
Products 20.9 2.1 104.9 8.4 16.0 5.8 10.4 4 

ICL Performance 
Products 162.7 12.3 254.2 16.5 24.6 7.8 33.3 9.7 

Other and setoffs 31.5  (42.2)  (5.7)  (38.2)  

Operating income 
(consolidated) 938.2  2,335.5  254.2  125.9 

 

Note: The sales data for the segments and their percentages out of total sales are before setoffs of inter-segment sales. 
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Adjusted operating 
income by  

1-12/2009 1-12/2008 10-12/2009 10-12/2008 

segment of 
operations 

$ millions % of 
segment 

sales 

$ millions % of 
segment 

sales 

$ millions % of 
segment 

sales 

$ millions % of 
segment 

sales 

ICL Fertilizers 731.1 34.1 2,163.8 50.9 217.5 34.3 225.6 44.8 

ICL Industrial 
Products 70.4 6.9 136.9 10.9 28.5 10.3 18.4 7.1 

ICL Performance 
Products 193.5 14.6 282.8 18.3 28.1 8.9 43.9 12.8 

Other and setoffs 31.5  5.2  (5.7)  9.2  

Operating income 
(consolidated) 1,026.7  2,588.7  268.4  297.1 

 

Note: The sales data for the segments and their percentages out of total sales are before setoffs of inter-segment sales. 
 

3.1 ICL Fertilizers 

 Below is a breakdown of the sales and operating income of the segment in the reporting period, by 
areas of operation (before setoff of inter-segment sales): 

  
 1-12/2009 1-12/2008 10-12/2009 10-12/2008 
Sales     
Potash 64% 62% 71% 65% 
Phosphate 36% 38% 29% 35% 
     
Operating income     
Potash 98% 77% 99% 163% 
Phosphate 2% 23% 1% -63% 

 
Sales 
The volume of sales in 2009 amounted to $2,146 million, a decrease of $2,105.5 million compared 
with last year, a decrease of 49.5%.  

The decline in sales turnover stems primarily from a sharp decrease in quantities sold of potash and 
phosphate fertilizers which resulted in a decrease on $1,258 million in sales, from falling prices of 
products in the segment which decreased sales by $721 million, and from the negative effects of the 
change in the dollar exchange rate against the euro and the pound, accounting got $54 million. 
 
Operating income 
Operating income amounted to $723.1 million. Adjusted operating income amounted to $731.3 million, 
a decrease of $1,432.5 million compared with last year. The percentage of adjusted operating income 
out of sales was 34.1%, comapr4ed with 50.9% last year.  

The decrease in adjusted operating income stems ,mainly  from the decrease in quantities sold, which 
reduced operating income by $907 million, from the fall in the prices of the segment's products which 
reduced adjusted operating income by $700 million, and from the decline in quantities produced of the 
segment's products, which reduced operating profit by $54 million. Conversely, the decrease in 
adjusted operating income was partially offset by the fall in sulfur prices, a principal raw material in the 
manufacture of phosphate fertilizers, accounting for $189 million, and by the positive net effects of 
changes in the exchange rate, accounting for $27 million. 
 
Potash 
Revenue from potash includes sales from Israel, Spain (Iberpotash) and England (Cleveland Potash).
  
 
Potash –Revenue and profit (in millions of $) 

 1-12/2009 1-12/2008 10-12/2009 10-12/2008 

Revenue* 1,429.,0 2,700.0 466.5 326.7 

Operating income 708.1 1,573.5 213.6 208.7 

  * Including revenue from inter-segment sales 
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The decrease in revenue in the period compared with the prior year stems mainly from the sharp 
decline in the quantities of potash sold, which reduced income by $1,033 million, from the fall in potash 
prices which reduced income by $156 million, and from the negative effects of the change in the 
exchange rate of the dollar against the euro and the pound, accounting for $34 million.  

The decrease in operating income stems primarily from the effects of the decline in quantities sold, 
which reduced operating income by $664 million, from the effects of the fall in the selling prices which 
reduced operating income by $148 million, and from the decline in quantities produced of the 
segment's products, which reduced operating income by $22 million. The decrease in operating 
income was offset by the positive effects of changes in exchange rates, which accounted for $9 
million.    

 
Potash – Production, Sales and Closing Stocks (in thousands of tons) 

 1-12/2009 1-12/2008 10-12/2009 10-12/2008 

Production 4,109 4,968 1,031 1,205 

Sales to external customers 2,562 4,483 979 501 

Sales to internal customers 147 253 52 31 

Total sales (including 
internal sales) 

2,709 4,736 1,031 532 

Closing stocks 2,917 1,517 2,917 1,517 

 

The quantity of potash sold in 2009 to external customers is about 1,921,000 tons lower than last year. 
The decrease in potash sales is the result of decreased demand for potash, against a backdrop of the 
global slowdown in the wake of the credit crisis. The potash markets in which any significant level of 
activity is apparent in 2009 are Brazil and India. 

In Brazil, import activities that started in March 2009 increased in the second half of the year. In India, 
the volume of imports in 2009 is slightly lower than in 2008. Towards the end of 2009, markets showed 
signs of recovery, which was reflected in increased demand. At the end of December 2009, it was 
published that potash supply contracts had been signed for 2010 between Chinese importers 
(Sinofert, CNAMPGC) and BPC, a trading company that represents Belaruskali and Uralkali, in 
quantities similar to those supplied in 2008. During January 2010, ICL signed contracts with a number 
of customers in China for the supply of 520,000 tons of potash in 2010.  

In mid-February 2010 concluded the Canadian export Association CANPOTEX an agreement to sell to 
its Indian customers an amount of 600,000 ton of potash during the second quarter of 2010 at a price 
of $370 per ton (CFR). In March 2010 the Russian BPC concluded an agreement for the supply of 
900'000 ton potash during a period of about one year at similar terms. In course of March 2010 ICL 
Fertilizers contracted with a number of clients in India for the sale of 1,430 thousand ton of potash 
(including an option for 90'000 ton) during a period of one year commencing in April 2010 at a price of 
$370 per ton. 

The decline in potash production in 2009 stems mainly from a voluntary reduction of production 
quantities in Europe and their adjustment to the volume of demand and storage capacity in Europe. 
Potash production in Israel was also reduced, due to the temporary non-availability of production 
equipment.  

In view of high stock levels, it was decided to reduce the Group's volume of production in Europe. As 
part of this decision, production was halted at potash production sites in Spain (mines and plants), 
except for the granulation facility, commencing February 1, 2010 for an estimated period of two 
months. Sales are not expected to be affected during this period. Most of the workers in the Spanish 
company have been sent home. Part of their wages will be paid in the framework of a government 
subsidies plan recently approved by the Spanish government. The company will top up the wages up 
to 75% of the salaries.  
 
Fertilizers and Phosphates 
Revenues for these products derive from sales in Israel and abroad of phosphate rock (as a raw 
material and for direct fertilization), fertilizers (including phosphate, compound, liquid and fully soluble 
fertilizers, which include various proportions of nitrogen, phosphate and potassium), phosphoric acid 
used as a raw material for the production of fertilizers ("green acid”), as well as other products. 

 



9 

  

 Fertilizers and Phosphates – Revenue and Profit (in millions of $) 

 1-12/2009 1-12/2008 10-12/2009 10-12/2008 

Revenue* 787.7 1,680.9 186.2 203.5 

Operating income 11.5 471.0 2.2 (81.0) 

  * Including revenue from inter-segment sales. 
 

The decrease in revenue in the reporting period compared with the prior year stemmed mainly from 
the effects of the fall in the prices of phosphate fertilizers and green acid, which resulted in a decrease 
of $565 million in sales, from a decrease in quantities sold, mainly of phosphate fertilizers, which 
reduced sales by $284 million, and from the negative effects of the change in the dollar/euro exchange 
rate, accounting for $19 million.  

The decrease in adjusted operating income in the reporting period compared with the prior year stems 
mainly from the effects of the fall in the prices of phosphate fertilizers, phosphate rock and greed acid, 
accounting for $554 million, the effects of the decrease in quantities of phosphate fertilizers sold, 
accounting for $243 million, and the effects of halting production for defined periods in various plants, 
accounting for $32 million. The decrease in operating income was partially offset, however, by a fall in 
the price of sulfur, accounting for $189 million, and by the positive effects of the changes in exchange 
rates, which accounted for $18 million.  

 Fertilizers and Phosphates – Production and Sales (in thousands of tons) 
 

 1-12/2009 1-12/2008 10-12/2009 10-12/2008 
Phosphate rock 
Production 
Sales* 
Phosphate rock for 

internal uses 

 

2,697 
610 

1,960 

 
3,088 

588 
2,608 

 
721 
161 
599 

 
631 
72 

493 

Fertilizers 
Production 
Sales* 

 
917 

1,061 

 
1,543 
1,423 

 
246 
248 

 
210 
102 

* To external customers. 

 
Phosphate rock is produced according to demand, both for internal uses and for sales to external 
customers, while maintaining suitable stock levels. As a result of the decline in production of 
phosphate fertilizers, the Company also reduced the production of phosphate rock in the reporting 
period. 

In response to the market situation during most of 2009, ICL Fertilizers reduced the volume of 
production in is plants. During the reporting period, production was halted for defined periods at some 
of the plants, which resulted in a significant decrease in the production of fertilizers in the period.  

The trend of falling prices that started at the end of 2008 continued throughout the first half of 2009, 
although towards the end of the first quarter a positive change occurred in demand in India, Brazil and 
some other countries. Most sales in the period are of phosphate rock and phosphoric acid to India, 
phosphate fertilizers to Brazil and fertilizers (mostly of the PK type) in western Europe.  

This improvement continued into the second half of 2009, when increasing demand was reflected 
positively in sales compared with the first half of the year. However, despite the reawakening of 
demand, pressure on the prices of phosphate fertilizers continued, and they stabilized only towards 
the end of the second quarter. The low prices eroded the profitability of manufacturers, some of whom 
even posted losses. In the fourth quarter of the year the prices of phosphate fertilizers to rise, a tend 
that has continued into the first quarter of 2010.  

In the Company's assessment, in spite of the current crisis and the demand situation for the short 
term, the basic processes that influence the demand for fertilizers and potash in the long term have 
not changed significantly. The increase in the demand for cereals, together with the relatively low (in 
historic terms) level of the global cereal stocks, can be expected, in the medium and long-term, to 
push the demand for fertilizers upwards. The short-term downturn in demand, as stated above is likely 
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to lead to a rise in the prices of cereals and fertilizers and as a result, to a rise in the demand for 
fertilizers later on.1  

 
 
3.2 ICL Industrial Products 
 

Sales 
Sales of ICL Industrial Products in the reporting period amounted to $1,015.1 million, a decrease of 
$239.1 million compared with last year. This decrease in sales stemmed from a decline of $222.2 
million in quantities sold, and from lower selling prices, which accounted for $16.9 million. Below is a 
review of the changes in sales in the reporting period, by business unit. 

Sales of flame retardants and inorganic bromine declined significantly compared with the prior year, 
which led to a decrease of $114 million and $68.3 million, respectively, in sales. The decrease in 
selling prices of flame retardants during 2009 compared to the previous year contributed to the decline 
of sales by $31 million. The decline in sales of the segment's other products, such as biocides for 
water treatment, Dead Sea salts and magnesia products, resulted in a further decrease on $29.3 
million. 

During the last two quarters of 2009, sales have trended upwards, with the sales of most of the 
segment's products in the fourth quarter being higher than in the fourth quarter of 2008.  
 
Operating income 
Operating income in the reporting period was $20.9 million. Adjusted operating income was $70.4 
million, compared with $136.9 million last year.  

Adjusted operating income decreased mainly as a result of the sharp decrease in quantities sold, 
which led also to a decline in production volumes. The effects of the smaller quantities sold and 
produced on adjusted operating income amounted to $84.1 million. In addition, the fall in selling prices 
contributed $16.8 million to the decrease in operating income. This decline was partially offset by a 
decrease of $12.5 million in costs as result of weakening of the shekel and the euro against the dollar 
and a decrease of $18.8 million in costs as a result of efficiency measures instituted by ICL Industrial 
Products, and lower energy and raw material prices which accounted for $1.7 million.    

3.3 ICL Performance Products 
 

Sales 
Sales in this segment amounted to approximately $1,328 million, a decrease of $215.4 million 
compared with last year.  

The decrease derives from the decline in quantities sold of most of the segment's products, which 
resulted in a decrease of $235 million in sales. In addition, the stronger dollar against the euro in the 
reporting period compared with the prior year led to a decrease of $32 million in income in dollar 
terms. 

The decrease was partially offset by high average selling prices of some of the products in the 
reporting period compared with prices in the prior year, mainly in North American markets, which 
increased sales by $41 million.  

Operating income 
Operating income in the segment in the reporting period amounted to $162.7 million. Adjusted 
operating income amounted to approximately $193.5 million, about $89.3 less than last year. The 
decrease stems mainly from the effects of the decrease of $232 million in quantities sold, which was 
partially offset by the fall in prices of principal raw materials, which accounted for $98 million, and the 
average selling prices which were higher than in the prior year and contributed $41 million to the 
increase.  

                                                      
1  The assessments of future trends in this paragraph are forward looking information and there is no certainty that they 

will be realized, at what time and at what rate. They could change depending on fluctuations in world markets as well 
as local markets, especially at the sites where ICL produces and in the target markets for ICL products, including, 

inter alia, changes in the levels of supply and demand, prices of the products, the commodities and the cereals, 
prices of the inputs, marine transportation and energy costs. There could also be impact from actions taken by 
governments, producers and consumers. In addition there could be possible impact of the situation in the financial 
markets, including changes in exchange rates, credit conditions and interest rates. 
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The financial crisis affecting the global markets and the fall in the prices of raw materials in general 
and in particular of pure phosphoric acid, as well as the reduction of customer stock levels, caused 
continuation of the slowdown in demand for some of the products manufactured by the segment as 
well as downward pressure on prices. 

4. THE  FINANCIAL POSITION AND SOURCES OF FINANCING OF ICL 
 

At December 31, 2009, a decrease of approximately $230 million was recorded in the net debt of 
interest bearing financial liabilities of ICL compared with their balance at the end of 2008, so that they 
amounted to approximately $857 million.  

ICL's sources of financing are short- and long-term loans, mostly from international banks, debentures 
which were issued to the public and to institutional investors in Israel and the U.S., unlisted short-term 
commercial paper which are issued from time to time, and trade receivables securitization, in which 
some of the companies in the Group sell customer debt in exchange for a cash advance. The total 
volume of securitization is $300 million. At December 31, 2009, ICL has not utilized the securitization 
framework and has not issued short-term commercial paper. During the third quarter of 2009, the 
Company extended the securitization agreement through July 7, 2010 on the market terms at that 
date.  

During 2009, the Company issued NIS 1.6 billion (about $400 million) of debentures. For more 
information, see Section 5.3.5 in Chapter A of the Periodic Report – Description of the Corporation's 
Business. 

 

5. CASH FLOW 

Cash flow generated by operating activities in 2009 amounted to $1,200 million, compared with $1,854 
million last year. The decrease in cash flow from operating activities stemmed mainly from the 
decrease of $1.220 million in profit in 2009 compared with 2008. This impact was partially offset by 
improvement of $411 million in working capital in the reporting period compared with the prior year.  
Cash flow from operating activities was the principal source for net financing of investments of $346 
million in property, plant and equipment, for reducing net financial liabilities by $265 million, and for 
distribution of a dividend of $549 million,  

  

6. INSURANCE 

The ICL Group carries property insurance for physical damage and loss of profits, under policy terms 
customary in this industry. The extent of coverage takes into account the maximum loss expected from 
property damage due to an earthquake in the Dead Sea region, based on an assessment prepared for 
the Company by experts. The coverage at the date of the report is $750 million. The Group’s property 
in Israel is insured against physical damage resulting from an act of terrorism, in accordance with the 
Property Tax and Compensation Fund Law.  

CPL, of the ICL Fertilizers segment, does not purchase insurance for underground property damage, 
since in the opinion of Management, the cost of the premium asked in relation to the coverage offered 
does not justify purchasing this insurance. A similar policy is followed by peer companies in this field in 
the world.  

ICL Group carries product liability insurance, third party insurance and employers’ liability insurance in 
the sum of $350 million, under standard policy conditions in the insurance market for its risks. The 
Group also purchases insurances under other policies, including credit insurance, marine cargo 
insurance, insurance for gradual ecological damage to a third party and coverage of clean up costs 
ordered by public authorities, directors and officers insurance and fidelity insurance.  

ICL Group owns a "captive" reinsurance company, which purchases part of the risk from the insurance 
companies that insure ICL companies, in consideration of an arm's length premium for the acquired 
risk. In this way, the ICL Group increases retentions beyond the single company level, in order to 
reduce the cost of the premiums paid to the external insurance market, and the total cost of risk to the 
Group. At the date of this report, the captive participates in retention in the following insurances: 
property, product and third party liability, credit insurance, employers' liability, and environmental 
liability. For the environmental insurance, the retention is up to $5 million per occurrence, and for all 
other insurances there is also a limit on maximum annual exposure – in property insurance that limit is 
$20 million and in the other insurances in various sums depending upon the type of insurance – 
between $ 3 million and $6 million. 
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7. INVESTMENTS 
 

In the reporting period, investments in property, plant and equipment amounted to approximately $346 
million, compared with $318 million last year. The increase is accounted for mainly by the investments 
made in expanding production capacity, and investments in ecology and infrastructures. 

 
 

8. HUMAN RESOURCES 
 

The total number of employees at ICL at December 31, 2009 is 10,625, compared with 10,684 on 
December 31, 2008, a decrease of 59 employees. For more information, see Section 5.2 in Chapter A 
of the Periodic Report – Description of the Corporation's Business.  

 

9. MARKET RISK EXPOSURE AND MANAGEMENT 
 
9.1 Market Risks Officer 

CPA Avi Doitchman, the CFO of ICL, is responsible for managing the market risks to which ICL is 
exposed. For details of his education, qualifications, business experience and positions in ICL, see 
Chapter D to the Periodic Report – Additional Details. 

 
9.2 Description of market risks 

A. Prices – Selling prices of certain products and prices of certain inputs 
Some of ICL’s products and of some of its inputs are characterized by given market prices 
which ICL has limited ability to affect. The Group is exposed to changes in the prices of these 
products and inputs.  

The prices of ICL’s products have no hedging instruments.  
 
B. Exchange rates and the CPI 

The dollar is the principal currency of the business environment in which most of the Group’s 
companies operate. The majority of operations – sales, purchase of materials, selling and 
marketing expenses and financing, as well as the purchase of property, plant and equipment – 
are transacted in foreign currency, mainly dollars, and so the dollar is used as ICL’s functional 
currency of measurement and reporting.  

ICL has a number of consolidated subsidiaries overseas and one local subsidiary, whose 
functional currency is the local currency, mainly the shekel, the euro and the pound.   
Below is a description of the main exposures of ICL in respect of changes in exchange rates..  
 
B.1. Some of ICL companies' transactions that are not in the functional currency of the 

respective company expose ICL to changes in the exchange rates of those currencies 
against the functional currencies of those companies. 

Measurement of ICL’s exposure as aforesaid is based on net income/expenses in any 
currency which is not the reporting currency of that company.  

The prices of certain transactions, despite not being made in dollars, are affected by a 
change in the dollar exchange rate compared with the transaction currency, and are 
adjusted to the change in the exchange rate within a short period.     

B.2. Part of the costs of ICL’s inputs in Israel are denominated and paid in shekels. Thus, ICL 
is exposed to a strengthening of the shekel exchange rate against the dollar (shekel 
appreciation). This exposure is identical in its nature to the exposure described in section 
B1, but is of much greater volume than the other currency exposures.  

B.3. The results for tax purposes of ICL and some of the ICL subsidiaries are measured in a 
currency other than the dollar: in Israel – the shekel, and abroad – the local currency. As 
a result, ICL is exposed to the difference between the difference between the change in 
the dollar exchange rate and the basis of the measurement for tax purposes.   

B.4. ICL companies have severance pay commitments which are made in local currency, and 
in Israel they are also affected by rises in the CPI. The ICL companies in Israel have 
reserves to cover part of these commitments, which are denominated in shekels and 
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affected by the performance of the funds in which the sums are invested. As a result, ICL 
is exposed to the difference between the rate of change in the exchange rate of the dollar 
and the exchange rate of the local currency.  

B.5. ICL has monetary assets and liabilities in non-dollar currencies or in currencies which are 
not linked to the dollar, and correspondingly in non-local currency in autonomous 
overseas companies (except as described in sub-sections B3 and B4 above). The 
differences between the assets and liabilities in the various non-functional currencies 
create exposure.  

B.6. Investment in subsidiaries whose functional currency is not the dollar – The end-of-period 
balance-sheet balances of these companies are translated into dollars at the end of the 
period at the exchange rate of the dollar and the currency in which these companies 
report. The beginning-of-period balance-sheet balances, as well as capital changes 
during the period, are translated into dollars at the exchange rate at the beginning of the 
period or on the date of the change in capital, respectively. The differences arising from 
the effect of the change in the exchange rate between the dollar and the currency, in 
which the companies report, create exposure. The effects of this exposure are charged 
directly to equity.  

C. Interest Rates 
The Group has variable-interest loans which expose its financial results (financing expenses) 
and its cash flows to changes in those interest rates. ICL hedges against part of this exposure 
by means of financial instruments, including derivatives.  
In addition, the Group has loans at fixed interest that reflect exposure to changes in the fair 
value of the loans in respect of changes in the market interest rate.  
 

9.3 The Corporation's market risk management policy 

 For financial assets and financial liabilities in currencies which are not the currency of the operation of 
the companies of the Group, ICL's policy is to minimize this exposure as far as possible by the use of 
various hedging instruments.  

 The Company does not hedge against severance pay liabilities and the tax results of ICL, since the 
exposure is long term. 

 For hedging against the prices of heavy fuel, marine transportation, income and expenses in 
currencies which are not the functional currency of the companies, and interest rate, the Company's 
policy is to hedge at varying rates, as follows:  

 
 Energy prices 
 Hedging is coordinated by the Group's Energy Forum. The extent of the hedging is determined after 

consultation with energy experts in Israel and abroad. When setting the scope of energy hedging, ICL 
takes into account the transition to natural gas in the Company's plants in Sdom in 2010.  

 
 Marine transportation prices 
 ICL purchases hedging on part of its exposure to the prices of bulk marine transportation. The hedging 

is coordinated by the Group's Financing Forum (a forum whose members are senior financial 
managers of ICL and the segments). The manner and extent of the hedging are determined after 
consultation with experts abroad.  

 
 Exchange rates 
 ICL's Finance Forum periodically examines the extent of the hedging implemented for each of the 

exposures described above, and decides on the required scope for the subsequent period. ICL uses 
various financial instruments for its hedging activity, including derivatives. 

 
Interest rates 

 The Finance Forum of ICL examines the extent of the hedging in order to adjust the structure of the 
actual interest to the Company's expectations with regard to expected developments in the interest 
rate, taking into account the cost of the hedging. The hedging is implemented both by floating fixed 
interest and by hedging variable interest.  

 
9.4 Control of market risk management policy and implementation 

ICL’s companies regularly monitor the extent of the exposure and hedging in the various areas. The 
hedging policy for all types of exposure is discussed by the boards of directors of the Company and of 
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ICL’s companies as part of the annual budget discussions. Together with the presentation of quarterly 
financial results, ICL's finance committee receives quarterly reports on exposures and hedging as a 
control over the existing policy and for its revision and update if necessary. The managements of the 
companies implement the policy with reference to actual developments and to expectations in the 
various markets.  

 ICL uses financial instruments and derivatives (hedging instruments) for hedging purposes only. 
These hedging instruments neutralize ICL’s exposure as described above. Some of the transactions 
made do not meet the requirements for hedging treatment under international standards, and 
therefore these financial instruments are measured at fair value and the changes in the fair value are 
charged immediately to profit and loss. Transactions in derivatives for hedging the exposure in respect 
of shekel debentures issued, meet the terms for hedging cash flow under the international standard. 
Some of the changes in the fair value of these derivatives are charged directly to equity.  

 Derivatives transactions are made with banks. ICL believes that there is no consequent credit risk.  
ICL does not demand and does not provide collateral for these derivatives.  

 
9.5 Sensitivity analysis 

 Market risks embody the potential for changes in the fair value of the financial instruments that are 
made up of the following types of risk: 

a. Exchange rate risk – the risk that the fair value of the future cash flows of a financial instrument 
will change as a result of changes in the exchange rates of a foreign currency. 

b. Interest rate risk – the risk that the fair value or future cash flows of a financial instrument will 
change as a result of changes in market interest rates.  

 
 At the balance sheet date, the Company tested sensitivity in respect of changes, plus and minus 5% 

and 10%, in exchange rates. Market tests were run according to the model selected.  
  

Base rates at December 31, 2009" 
Currency Exchange rate 

NIS/USD 0.26490 
EUR/USD 1.44151 
GBP/USD 1.61886 
JPY/USD 0.01082 
BRL/USD 0.57674 
CNY/USD 0.14645 

 
 Below is an update on the sensitivity to changes in exchange rates of the balance sheet balances at 

December 31, 2009: 
 

 USD/NIS 

Increase (decrease) in fair value 
(in $ millions) 

 

Fair value 
(in $ 

millions) 

Increase (decrease) in fair value 
(in $ millions) 

 

Type of instrument Rise of 10% Rise of 5%  Fall of 5% Fall of 10% 
Cash and cash 

equivalents (6.0) (3.0) 60.2 3.0 6.0 
Short-term deposits and 

loans (4.9) (2.4) 48.8 2.4 4.9 

Trade receivables  (5.1) (2.5) 50.5 2.5 5.1 
Receivables and debit 

balances (1.8) (0.9) 18.5 0.9 1.8 
Long-term deposits and 

loans (17.0) (8.5) 169.5 8.5 17.0 
Credit from banks and 

other 6.7 3.3 (66.6) (3.3) (6.7) 

Trade payables 20.0 10.0 (199.8) (10.0) (20.0) 

Other payables  12.8 6.4 (128.0) (6.4) (12.8) 

Bank loans 6.4 3.2 (64.2) (3.2) (6.4) 

Debentures 35.8 17.9 (357.6) (17.9) (35.8) 
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Options  (8.1) (4.6) 5.6 6.4 14.7 

Forward (14.7) (7.7) 7.7 8.5 18.0 

Total 18.0 7.9 (463.1) (5.0) (6.8) 

 
 

CPI 

Increase (decrease) in fair value 
(in $ millions) 

 

Fair value 
(in $ 

millions) 

Increase (decrease) in fair value 
(in $ millions) 

 

Type of instrument Rise of 10% Rise of 5%  Fall of 5% Fall of 10% 
Long-term deposits and 

loans 7.2 3.6 71.5 (3.6) (7.2) 
Credit from banks and 

others (0.2) (0.1) (2.2) 0.1 0.2 

Other payables (0.1) 0.0 (0.8) 0.0 0.1 

Long-term bank loans (6.4) (3.2) (64.2) 3.2 6.4 
Debentures at fixed 

interest (13.0) (6.5) (130.5) 6.5 13.0 

CPI/USD swap 4.5 2.3 4.1 (2.3) (4.5) 

Forward 6.4 2.8 0.9 (2.8) (6.4) 

Embedded derivative 0.4 0.2 1.5 (0.2) (0.4) 

Total (1.2) (0.9) (119.7) 0.9 1.2 

 

EUR/USD 

Increase (decrease) in fair value 
(in $ millions) 

 

Fair value 
(in $ 

millions) 

Increase (decrease) in fair value 
(in $ millions) 

 

Type of instrument Rise of 10% Rise of 5%  Fall of 5% Fall of 10% 
Cash and cash 

equivalents (5.7) (2.9) 57.4 2.9 5.7 
Short-term deposits and 

loans (2.9) (1.5) 29.4 1.5 2.9 

Trade receivables  (22.2) (11.1) 222.2 11.1 22.2 
Receivables and debit 

balances (1.2) (0.6) 11.8 0.6 1.2 
Long-term deposits and 

loans (0.3) (0.1) 2.5 0.1 0.3 
Credit from banks and 

others 3.9 2.0 (39.4) (2.0) 3.9) 

Trade payables  16.7 8.3 (166.7) (8.3) (16.7) 

Other payables 8.7 4.4 (87.3) (4.4) (8.7) 

Long-term bank loans 15.6 7.8 (156.1) (7.8) (15.6) 

Options 8.0 3.7 2.4 (3.2) (6.7) 

Forward 30.1 14.4 0.9 (12.7) (24.3) 

Embedded derivative 3.0 1.5 4.6 (1.5) (3.0) 

Total 53.7 25.9 (118.6) (23.7) (46.6) 
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GBP/USD 

Increase (decrease) in fair value 
(in $ millions) 

 

Fair value 
(in $ 

millions) 

Increase (decrease) in fair value 
(in $ millions) 

 

Type of instrument Rise of 10% Rise of 5%  Fall of 5% Fall of 10% 
Cash and cash 

equivalents (0.1) (0.1) 1.4 0.1 0.1 
Short-term deposits and 

loans (1.0) (0.5) 10.1 0.5 1.0 

Trade receivables  (3.4) (1.7) 33.9 1.7 3.4 
Receivables and debit 

balances 0.0 0.0 0.3 0.0 0.0 
Credit from banks and 

others 0.6 0.3 (6.0) (0.3) (0.6) 

Trade payables 1.4 0.7 (14.5) (0.7) (1.4) 

Other payables 1.1 0.6 (11.4) (0.6) (1.1) 

Forward 2.1 1.1 0.0 (1.2) (2.6) 

Total 0.7 0.4 13.8 (0.5) (1.2) 

 

JPL/USD 

Increase (decrease) in fair value 
(in $ millions) 

 

Fair value 
(in $ 

millions) 

Increase (decrease) in fair value 
(in $ millions) 

 

Type of instrument Rise of 10% Rise of 5%  Fall of 5% Fall of 10% 

Cash and cash 
equivalents (0.3) (0.2) 3.1 0.2 0.3 

Trade receivables (1.8) (0.9) 17.6 0.9 1.8 
Receivables and debit 

balances 0.0 0.0 0.0 0.0 0.0 
Lon-term deposits and 

loans 0.0 0.0 0.2 0.0 0.0 
Credit from banks and 

others 0.0 0.0 0.0 0.0 0.0 

Trade payables 0.4 0.2 (4.3) (0.2) (0.4) 

Other payables 0.0 0.0 (0.3) 0.0 0.0 

Options 0.5 0.2 0.1 (0.4) (0.4) 

Forward 0.8 0.4 0.5 (0.5) (1.0) 

Total (0.4) (0.3) 16.9 0.0 0.3 

 

BRL/USD 

Increase (decrease) in fair value 
(in $ millions) 

 

Fair value 
(in $ 

millions) 

Increase (decrease) in fair value 
(in $ millions) 

 

Type of instrument Rise of 10% Rise of 5%  Fall of 5% Fall of 10% 
Cash and cash 

equivalents (1.4) (0.7) 14.4 0.7 1.4 

Trade receivables (0.6) (0.3) 5.6 0.3 0.6 
Receivables and debit 

balances (0.1) (0.1) 1.5 0.1 0.1 

Trade payables 0.3 0.2 (3.4) (0.2) (0.3) 

Other payables 0.2 0.1 (1.6) (0.1) (0.2) 

Total (1.6) (0.8) 16.5 0.8 1.6 
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CNY/USD 

Increase (decrease) in fair value 
(in $ millions) 

 

Fair value 
(in $ 

millions) 

Increase (decrease) in fair value 
(in $ millions) 

 

Type of instrument Rise of 10% Rise of 5%  Fall of 5% Fall of 10% 
Cash and cash 

equivalents (0.7) (0.4) 7.2 0.4 0.7 
Short-term deposits and 

loans (1.3) (0.6) 12.9 0.6 1.3 

Trade receivables (2.1) (1.0) 21.0 1.0 2.1 
Receivables and debit 

balances (0.1) 0.0 0.5 0.0 0.1 
Credit from banks and 

others 0.3 0.2 (3.2) (0.2) (0.3) 

Trade payables 0.6 0.3 (6.2) (0.3) (0.6) 

Other payables 0.4 0.2 (4.1) (0.2) (0.4) 

Total (2.9) (1.3) 28.1 1.3 2.9 

 

Below is an update on the sensitivity to changes in the LIBOR interest rate at December 31, 2009: 

 

Increase (decrease) in fair value 
(in $ millions) 

 

Fair value 
(in $ 

millions) 

Increase (decrease) in fair value 
(in $ millions) 

 

Type of instrument Rise of 1% Rise of 0.5%  Fall of 0.5% Fall of 1% 
Fixed-interest 

debentures 3.5 1.8 (131.8) (1.8) (3.7) 

Collar transactions 4.2 2.1 (5.7) (2.0) (4.0) 

Swap options 8.4 4.3 1.8 (4.6) (9.3) 

Other options (0.1) (0.1) (0.2) (0.4) (0.6) 

NIS/USD swap 8.3 4.2 2.8 (4.2) (8.6) 

Total 24.3 12.3 (133.1) (13.0) (26.2) 

 
Below is an update on the sensitivity to changes in the index interest rate at December 31, 2009: 

 

Increase (decrease) in fair value 
(in $ millions) 

 

Fair value 
(in $ 

millions) 

Increase (decrease) in fair value 
(in $ millions) 

 

Type of instrument Rise of 10% Rise of 5%  Fall of 5% Fall of 10% 

Fixed-interest 
debentures 5.0 2.5 (130.5) (2.6) (5.3) 

Long-term bank loans 3.8 2.0 (64.2) (2.1) (4.2) 

CPI/USD swap (1.7) (0.8) 4.1 0.9 1.8 

Total 7.2 3.7 (190.6) (3.8) (7.8) 

 
Below is an update on the sensitivity to changes in the shekel interest rate at December 31, 2009: 

 

Increase (decrease) in fair value 
(in $ millions) 

 

Fair value 
(in $ 

millions) 

Increase (decrease) in fair value 
(in $ millions) 

 

Type of instrument Rise of 1% Rise of 0.5%  Fall of 0.5% Fall of 1% 
Fixed-interest 

debentures 6.5 3.3 (199.6) (3.3) (6.8) 

NIS/USD swap (10.8) (5.7) 2.4 4.9 10.4 

Total (4.3) (2.4) (197.2) 1.6 3.6 
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Below are the updated positions in derivatives at December 31, 2009:  
 

Hedging transactions against the effects of changes in exchange rates on cash flow –  
in $ thousands 

 Nominal Value Fair Value 

Up to One Year Up to One Year 

Long Short  Long 

Transactions in dollars compared 
with other currencies (direction of 
transaction in derivatives is dollar 
purchase) 

  

      

EUR/USD in $ thousands   269,505    929   

FORWARD         

Call options 75,411   (1,269)   

Put options 75,411   (3,641)   
          

JPY/USD in $ thousands         

FORWARD  9,275    502   

Call options 9,000   150   

Put options 9,000   (59)     
          

NIS/USD in $ thousands         

FORWARD  229,195  119 

Call options  106,000  (323) 

Put options   154,000      5,907 
     

GBP/USD in $ thousands     

FORWARD  23,351  (40) 

Call options 5,904  (95)  

Put options 5,904  234  
     

Other currencies     

Call options 1,714  81  

Put options 1,714  (31)  
     

GBP/EUR in $ thousands 

(Direction of transaction is GBP 
purchase) 

   

 

FORWARD  793  2 

Swap contracts and futures contracts 
in respect of the Company's liabilities 

   
 

Fixed to variable interest swap contract   68,741  (467) 

Fixed interest CPI-linked liability flow to 
fixed interest dollar liability swap 
contract 

 48,177  3,389 

Swap contract to fixed interest dollar 
liability from fixed interest CPI-linked 
liability – not recognized for accounting 

 38,892  4,100 

Fixed interest shekel liability flow to fixed 
interest dollar liability swap contract – 
recognized for accounting 

 178,553  (555) 

Futures contract for CPI purchase – 
more than one year 

53,291  922  

Principal terms of the material derivatives used for economic growth of foreign currency risk: 
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 Nominal value  
($ thousands) 

Carrying value / 
Fair value 

Average transaction 
rate 

Forward transactions    
USD/NIS 229,195 119 3.79 
EUR/USD 269,505 929 1.44 
 
The expiration date of all the derivatives used for economic growth of the foreign currency risk is up to one 
year.  

Interest-hedging transactions – for hedging changes in variable interest rate (LIBOR)  
on dollar loans (in $ thousands) 

 Nominal Value Fair Value 

 Up to one year 
Long         Short 

More than one year 
Long       Short 

Up to one year 
Long       Short 

More than one year 
Long       Short 

Swap  38,000 356,262 68,000  660 (4,672) 5,806 

Caps    195,000    2,434  

Floors   195,000    (8,183)  

Other 
options 

  20,000    (230)  

 
In swap transactions, the Company swaps the variable interest rate paid on loans received at fixed interest of 
between 2.4% and 4.3%. In the caps and floors transactions, the Company fixes the float of loans at variable 
interest in the rage of 2.28% to 5.25%.  

During 2009, the Company issued NIS 1.6 billion of series of listed debentures. Some of these series are 
denominated in shekels, some are linked to the CPI and some are linked to the US-$ (principal and interest)  
(see Section 5.3.5 in Chapter A of the Periodic Report – Description of the Corporation's Business). 

For CPI-linked shekel liabilities the Company made transactions in derivatives to swap cash flows from 
shekels to dollars, as well as transactions in derivatives for hedging most of the exposure to changes in the 
CPI. 

In addition, during the third quarter of 2009 the Company invested in derivatives for hedging the exposure to 
changes to changes in the cash flows of the expanded series 2 debentures, in respect of changes in the 
exchange rates of the shekel against the dollar. This hedging transaction was treated in the financial 
statements as accounting hedging, as a result of which the Company charged some of the changes in the 
fair value of the derivatives (loss of $2.3 million) to a capital fund.  

None of the other hedging transactions made by the Company are treated in the financial statements as 
accounting hedging.  
 

10. ACCOUNTING ISSUES 

10.1 Critical accounting estimates 

 The preparation of the financial statements according to international accounting standards requires 
the Management of the Company to use estimates that influence application of policy and the 
amounts of the assets and liabilities, income and expenses. It is clarified herewith, that the actual 
results might differ from these estimates.  

When formulating the accounting estimates used in the preparation of the financial statements of the 
Company, Management is required to make assumptions as to the circumstances and events which 
involve considerable uncertainty. In exercising its judgment when making these estimates, 
Management relies on past experience, various facts, external factors and reasonable assumptions 
which it believes to be relevant to the circumstances in each case.  

The estimates and assumptions used in preparing the financial statements are constantly reviewed. 
Changes in accounting estimates are recognized in the period in which the estimates are amended 
and in every future period which they influence.  

 
 A. Employee severance obligations 

 Some of the Group's employee benefit plans are defined benefit plans as defined in IAS 19. These 
plans consist mainly of a pension obligation and severance pay.  
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For calculating the pension liability the Company uses various estimates, which include, among 
others, the interest rate for discounting the Company's pension liability, the expected long-term yield in 
respect of the pension fund assets, the long-term growth forecast for wages and the estimated life 
expectancy of those entitled to the pension. The estimated interest rate for discounting of the 
Company's pension liability is based on the yield of long-term corporate debentures in the countries 
which have highly developed bond markets and on the yield of government bonds in other companies. 
The yield of the long-term debentures varies according to market conditions. As a result, the interest 
rate for discounting will vary and in consequence, the pension liability will also vary. The estimated 
long-term yield in respect of the pension fund assets is based on the yield expected over time of the 
asset portfolio according to the composition of the pension fund assets. Changes in capital market 
conditions or in the composition of the pension fund asset portfolio can lead to changes in the 
estimated yield of the pension fund assets and consequently, to a change in the pension fund. The 
estimated growth forecast for wages is based on the Company's forecast in light of past experience 
and actual labor agreements. This estimate might not tally with actual growth in wages. Estimated life 
expectancy is based on the actuarial research papers published in every country. In practice, this 
research is updated every few years, and estimated life expectancy is adjusted accordingly. 

 The liability for severance pay is measured on the basis of actuarial assessment, and takes into 
account various estimates, among them future wage growth and employee turnover rate. The 
measurement is based on the discounting of expected future cash flows, at the interest rate of high-
rated government bonds. Severance reserves are measured at their fair value.  Changes in the 
assumptions used to calculate the severance pay liability and in the assets of the severance pay 
program may increase or decrease the net liabilities in respect of severance pay recognized on the 
balance sheet.  

 
B. The environment and contingent liabilities 

 The ICL Group manufactures fertilizers and chemical products and is therefore exposed, in the 
ordinary course of its business, to liabilities and obligations arising from environmental legislation and 
related laws and directives. The Group invests considerable amounts in complying with the 
requirements of the law. The Company records a liability in its books when such a liability is 
anticipated and can be estimated. The estimate of the liability is based mainly on experience, 
familiarity with the requirements of the law in the areas of Company operation, on estimates relating to 
claims pending against the Company, and on the opinions of legal advisers and other experts. As 
explained in Note 24 to the financial statements, there are several legal claims pending against the 
Company, the outcome of which could influence its business results. 

 When assessing the probability of contingent liabilities in respect of legal claims filed against the 
Company and its associates, the Company relied on the opinions of its legal advisers. These 
assessments of the legal advisers rely on their best professional judgment, taking into consideration 
the stage of the proceedings and their legal experience on the various subjects. Since the results of 
the claim will be decided by the courts, they might differ from these assessments.  

 
 C. Property, plant and equipment 

 Property, plant and equipment are depreciated by the straight line method, based on the estimated 
duration of their useful lives. Based on the Group's experience, the cost amounts of assets which were 
depreciated in full and which are still used in production are significant. In view of that fact, the Group 
reviews the useful lives of its property, plant and equipment by comparing them with the sector in 
which the Group operates the level of maintenance of the facilities and the functioning of the facilities 
over time. According to this review, the balance of the depreciation period of the property, plant and 
equipment was found to be shorter than the balance of the expected useful lives of the facilities. 
Based on this assessment, the Group changed the estimated economic life of the production plants. 
The change in the estimate is based on the Group's experience and not on changes which have 
occurred in the assets or in the business environment. This assessment of the useful life-time of the 
property, plant and equipment was made in 2007. A previous assessment of the useful lives of the 
property, plant and equipment in the Group was made in 2002, and it too was based on the Group's 
experience. 

 In order to determine the estimated remaining useful lifetime of property, plant and equipment,, the 
Company relied on professional opinions (most of them internal, and one independent outside 
opinion). Since the assessment of the useful life-time of fixed assets is based upon estimates, it is 
possible, that in the future further changes will be required to be made. 
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 D. Impairment of assets  

 At every balance sheet date, the Company examines whether events or changes have occurred in 
circumstances which indicate impairment in one of more of the non-financial assets. Where signs of 
impairment are identified, a review is carried out to ascertain whether the stated amount of the 
investment in the asset is recoverable from the discounted cash flows expected from that asset, and if 
necessary, a provision is recorded for impairment, up to the recoverable amount. Impairment of 
goodwill and intangible assets of undefined lifespan is examined once a year or when there are 
indications of impairment. 

The recoverable amount of the asset is determined at the higher of the net selling price of the asset 
and the present value of the cash flow expected from continued use of the asset, including the cash 
flow expected when the asset is taken out of service and realized in the future (value in use).  

The discounting of cash flows is calculated at the pre-tax discount rate, which reflects the market 
assessments for the time value of the money and the specific risks related to the asset. Cash flow 
estimates are based on experience of the relevant asset or similar assets, and on the Company's best 
assessment with regard to the economic conditions that will prevail during the balance of the useful life 
of the asset.  

 On an allowance for impairment of property, plant and equipment in the reporting period, see Note 
16B to the financial statements. 

  
E. Business combinations 

 The Company is required to attribute the cost of acquiring companies and operations in business 
combinations on the basis of the estimated fair value of the assets and liabilities acquired. The 
Company uses the valuations of external appraisers or internal estimates for setting fair value. The 
valuations include assessments and estimates of Management concerning expected cash flow 
forecasts from the acquired business, and models for calculating the fair value of the acquired items. 
Management's estimates of forecast cash flow and useful lives of the acquired assets might differ from 
the actual results.  

 
F. Income Taxes 

The Company and subsidiaries of the Company are assessed for income tax purposes in many 
jurisdictions and therefore the Management of the Company must exercise significant judgment in 
order to establish the aggregate provision for taxes and allocation of income. The deferred taxes are 
calculated based on the tax rates expected to apply when the timing differences are realized, as 
mentioned in Note 3.Q of the financial statements. The expected tax rate at the time of the realization 
of the timing differences is allocated to the Benefited Enterprises in Israel based on the forecasted 
future revenues which will arise from the benefited plants as a portion of the total revenue of the 
Company. Changes in these assumptions may cause significant changes in the book value of tax 
assets, tax liabilities and the results of operations. 
 
G. Inventory 

The inventory is valued for the financial statements as the lower of the cost and the net realization 
value. The net realization value is an estimate of the sales price in normal business operations, less 
the estimated cost to finish the product and the estimated selling costs. The sales price is estimated 
on the basis of the expected sales price at the time the inventory will be realized.  A decrease in the 
expected sales price may bring about a reduction in the value of the inventory in the balance sheet 
and accordingly in the results of business. Raw materials are written down to realization values only 
when the finished products in which they will be incorporated are expected to be sold at a price lower 
than the cost. The value of use of the raw material is based upon the realization value of the finished 
products into which the raw material is incorporated. When the replacement value of the raw material 
is the most accessible indicator of the realization value, the realization value of the raw material 
inventory is based upon the replacement value. 
 

11. EVENTS DURING AND AFTER THE BALANCE SHEET PERIOD 
 
11.1. For details of buy-back of Company shares, see Section 2.3.C in Chapter A of the Periodic Report – 

Description of the Corporation's Business. 
11.2   For details of distribution of a dividend at the reporting date, see Section 2.4 in Chapter A of the 

Periodic Report – Description of the Corporation's Business.   
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11.3 On May 6, 2009, Mrs. Irit Izakson, a director in the Company, resigned her office as a member of the 

Board of Directors of the Company, effective from the date of the notice.  
 
11.4 On March 29, 2009, the Board of Directors of the Company resolved to appoint Adv. Lisa Haimovich 

as general Counsel and Company Secretary, commencing May 1, 2009, to replace Adv. Aner Berger, 
who announced his resignation from ICL. 

 
11.5   During 2009, the Company issued 4 tranches of debentures listed on   TASE of a total amount of NIS                       
         1.6 billion. Some of these tranches are denominated in shekels, some are linked to the CPI and some        
         are linked to the US-$ (principal and interest) (see Section 5.3.5 in Chapter A of the Periodic Report –   
         Description of the Corporation's Business). 
 

11.6   The Company  and the debentures issued received a credit rating of ilAA+ by  S&P Maalot ( see Note  
         5.3.6 in Chapter A of the Periodic Report – Description of the Corporation's Business). 
 

11.7 On August 9, 2009, the Company published a shelf prospectus in accordance with the financial 
statements of the Company at March 31, 2009.  

 
11.8 The Company pays management fees paid to the controlling shareholder of the Company, The Israel 

Corporation. See regulation 22 of the chapter .reporting on Ethical Code, Corporate Governance, 
Control and Internal Audit for the year 2009.  

 
11.9 For details about a settlement transaction with Volkswagen in which the Company purchased all the 

shares of the magnesium company that were held by Volkswagen, see Note 11 of  the financial 
statements. 

 
11.10 In the year ended December 31, 2009, the Company included a provision of $55 million for an early 

retirement plan in the Company's subsidiaries. The expense was charged to the Other Expenses item 
in the income statement for the period (for details, see Note 22 to the financial statements).  

 
11.11 In the third quarter of 2009, the board of directors of a consolidated company approved, as part of the 

company's efficiency plan, a plan for closing one of the production facilities of ICL Performance 
Products and transfer of production to other facilities.  

 Following the plan that was approved, the company considered to need for recognition of a provision 
for impairment of value of property, plant and equipment of the production facility, and subsequently 
included a provision of $27 million for impairment of the facility's assets, which was recorded under the 
other expenses item in the income statement.  

 The company expects that closing the facility will lead to an annual saving of $10 million. 
 
11.12   On January.7, 2010.the Board of Directors of the Company resolved to allot up to 11,000,000     
           unlisted options, offered for no consideration to 318 officers and  senior  employees of the ICL –   
           Group.(for further details see  Note 5.2.E in Chapter A of the Periodic Report – Description of the  
           Corporation's Business) 
 

 

12.   For further details on: 

12.1.   Accounting and financial expertise of directors 

12.2    Independent directors 

12.3    Disclosure as to the proceedings for approval of the Company's financial statements 

12.4   Preparations made to implement the request to publish a statement about the effectiveness of the  
         internal control  procedures of the financial statements and disclosures 
12.5   Auditor's fee 

12.6   Internal audit of the Company 

12.7   Ethical code of the Company 

12.8   Internal compliance programs 
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See chapter "Ethical Code, Corporate Governance, Control Procedures and Internal Audit in ICL" 

 

 

13.  Social and community involvement of the ICL – Group 

For details about the social and community involvement of the ICL – Group see Note 3.3.2 in Chapter A of 
the Periodic Report – Description of the Corporation's Business.) 

 

 

 

 

 
 
The Board of Directors of ICL wishes to thank ICL's management, as well as the employees and 
managers of the various companies, for their dedicated and skilled contribution to the development 
of ICL and the achievement of its business results. 
 
 
 
 
 
March 23, 2010 
 
 
 
 
 
                                             

Akiva Mozes 
CEO 

 Nir Gilad 
Chairman of the Board 

 


