
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ICL Q2’ 2014 - Fact Sheet 

August 7, 2014 

ICL Group Results: 

 
 

  
 

 

 

 

 

 

 

 

 

$ million Q2 2013 Q2 2014

Total sales 1770 1536

Gross profit 718        542         

Operating income 393        78           

Adjusted operating income 393        243         

Financing expenses (income) 16           51           

Share in income (loss) of investee 8             9             

Income before taxes 385        36           

Taxes on income 68           -32         

Income for the period 317        68           

Minority interest in profit of subsidiaries 0.5 0.9

Net income attributed to shareholders 316        67           

Net income attributed to shareholders - adjusted 316 214

EPS (fully diluted) - reported 0.25       0.05       

EPS (fully diluted) - adjusted 0.25 0.16

Q2 2014 Results: 

 Improved demand in fertilizers and some FR markets. 

 Q2 2014 results impacted by labor interruptions.  

 Acceleration of operational excellence and efficiency 

improvements across ICL with expected annual costs 

reduction of $350M by 2016. 

 Adjusted operating & net income excludes past royalty 

payments (following the arbitration decision) of 

$149M and $135M, respectively, and the impact of the 

strike at Rotem at the amount of $15M and $12M, 

respectively.  

 

  

 Q2 ‘14 revenues decreased by 13.2%, mainly due to lower prices, lower volumes, partially offset by exchange rates 

fluctuation impact. 

 Q2 ‘14 cost of sales decreased by 5.6% to $993M. Lower sales volumes, lower raw material (especially sulphur) and 
energy costs, lower royalties and commissions due to lower prices and lower operating expenses attributed to the 
early retirement plan atr Rotem, contributed to a decrease of 5%, 1.6%, 1% and 3%, respectively. This was partially 
offset by the impact of exchange rate fluctuations (3%), the Rotem strike (1.4%) and an increase in royalties due to 
the arbitration decision (0.6%). 

 Q2 ‘14 energy costs accounted for approximately 7% of ICL’s total adjusted operating costs, compared to 8% in Q2 
2013. The decrease is attributed to the purchase of electricity from OPC at lower costs compared to Israel Electric 
Company prices.  

 Marine transportation costs totaled $90 million, 7% of total adjusted operating costs, compared to $108 million, or 
8%, in Q2 2013.   

 Q2 results reflect higher revenues from North America deriving from higher sales volumes of clear brine fluids, 
bromine based biocides, magnesium chloride and fertilizers, lower revenues from Asia due mainly to the decrease 
in fertilizer sales volume and in potash prices, lower revenues from Europe due to lower fertilizer prices offset by 
contribution from the Hagesud acquisition as well as lower revenues from South America due to lower fertilizers 
volumes (mainly due to the strike at Rotem) and potash prices. 

 The decrease in operating income derives from lower gross profit, higher general and administrative expenses (due 
to the appreciation of the NIS and the Euro and first time consolidation of companies acquired), offset by lower 
selling and marketing expenses (mainly due to lower volumes).  

 Financial expenses excluding non-recurring financing expenses of $32M due to the royalty arbitration decision 
amounted to $19M. The increase from Q2 2013 stems from higher interest expenses, exchange rate impact on 
employee benefits, offset by changes in the fair value of derivatives and revaluation of financial liabilities.  

 The tax income stems mainly from an additional deduction of tax purposes in respect of investments made by a 
European subsidiary, in the amount of about $24 million, and from the impact of the non-recurring provision 
following the royalty arbitration decision. 

 

The information in this fact sheet represents a summary of the highlights reported on August 7, 2014 in ICL’s Q2 2014 quarterly earnings release and does not purport 
to be a comprehensive overview of the Company's financial or business condition. The information contained herein may include statements of future expectations and 
other forward-looking statements that are subject to risks and uncertainties that may cause actual results to differ materially from those contained in the statements. 
The information contained herein should be read in conjunction with all parts of the Company’s quarterly and annual reports and all exhibits and schedules thereto. 
 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Current business trends: 

 During the quarter and until the reporting date, grain prices demonstrated a negative trend due to expectations for 

strong harvests in the US and Latin America.  

 In its latest monthly report published on July 11, the USDA estimated an increase in the grains stock-to-use ratio for 

2014/15 agriculture season to 21.3% compared to 20.8% in 2013/14 and 19.9% in 2012/13.  This is mainly due to 

higher estimated corn production in the US and wheat production in Europe. 

 Following its stabilization during the fourth quarter of 2013, potash demand further improved during the first half of 

2014 and prices, especially of granular potash, continued to increase, mainly in Europe and the US.    

 Brazil potash imports in H1 2014 increased by 28% to 4.6M tonnes, Chinese potash imports increased by 8% to 3.9M 

tonnes and Indian potash imports increased by 31% to 1.7M tonnes.  

 On April and until Q2’2014 reporting date ICL signed potash supply contracts with its customers in India in an 

aggregate quantity of approximately 825,000 tonnes (including optional quantities) at the same price set in 

transactions with other producers. 

  

Q2’2014 results: 

 Total potash sales volumes decreased by 2% compared to Q2’2013 due to lower shipments to South America partially 

offset by increased sales to China and Europe. Production increased by 1.5% due to higher production in Israel. 

 Q2 ‘14 potash revenues decreased by 25% as lower prices and lower volumes, which had a negative impact of 23.8% 

and 3%, respectively, were partially offset by exchange rates which contributed 1.5%.  

 Q2 ‘14 adjusted operating profit excludes non-recurring expenses in the amount of $8M due to a provision following 

the royalty arbitration decision for the period from 2000 to Q1’2014.  

 Adjusted operating income decreased by 44%. A negative impact of 52% from lower prices (including the setoff from 

lower royalties and sales commissions) and 2% from lower volumes (including the setoff from lower cost of goods 

sold), was partially offset by lower operating expenses and lower energy & transportation expenses which contributed 

5.6% and 4.8%, respectively.  

 

ICL Fertilizers Segment Results: 

 

 

$ million Q2 2013 Q2 2014

Revenues (external) 1,004    761       

Revenues (internal) 68         60         

Revenues (total) 1,072    821       

Operating profit 306       151       

Adjusted operating profit 306 168

Potash Sub-segment Results: 

 

* As of June 30, 2013 

 

Q2 2013 Q2 2014

Production - thousands of tonnes (KCl) 1,230    1,249    

Inventory - thousands of tonnes* 849       827       

External sales volume -  thousands of tonnes 1,298    1,249    

Total sales volume -  thousands of tonnes 1,381    1,351    

Revenues (external)- million $ 526       387       

Revenues (internal)- million $ 66         57         

Potash revenues (total)- million $ 592       444       

Operating profit - million $ 248       131       

Adjusted operating profit 248       139       



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 ICL Industrial Products Segment Results: 

 
 

 

$ million Q2 2013 Q2 2014

Revenues (external) 349        355         
Revenues  (internal) 4             4             

Industrial Products revenues (total) 353        359         
Operating profit 50           -114       

Adjusted operating profit 50           30           

Q2 2014 results and business trends: 

 Improved demand in Brazil and the US during the second quarter contributed to an increase in phosphate fertilizers 

prices. Imports to India also increased during the second quarter, although at a lower than expected rate, mainly due to 

the delay in the monsoon rains. Monsoon rains improved in recent weeks, but are still below average. 

 Fertilizers sales quantities in Q2 ‘14 were 23% lower than in the corresponding period last year, mainly due to lower 

production as a result of the strike in Rotem and a damage caused to Rotem’s sulfuric acid plant. 

 Revenues decreased by 21% compared with Q2 ‘13. Lower volumes and prices had a negative impact of 15.7% and 7.4%, 

respectively. This was partially offset by exchange rate fluctuation with a positive impact of 2.5%.  

 Operating income, excluding the impact of the strike at Rotem in the amount of $9 million, decreased by 50% as lower 

volumes (including the impact of cost of goods sold and transportation) and lower prices had a negative impact of 15% 

and 63%, respectively. This was partially lower raw material costs which contributed 15% and lower operating expenses, 

mainly due to lower salary costs following the early retirement plan in Rotem.  

 

Phosphate & Fertilizers Sub-segment Results: 

 

 

 

 

Q2 2013 Q2 2014

Phosphate rock production  -  thousands of tonnes 855        768         
Fertilizers production -  thousands of tonnes 464        412         

Rock sales volume (external) -  thousands of tonnes 305        244         
Rock internal use -  thousands of tonnes 633        413         

Fertilizers sales volume (external) -  thousands of tonnes 490        376         
Revenues (external) - million $ 477        374         

Revenues (internal) - million $ 40           37           
Phosphate & Fertilizers revenues (total) - million $ 517        411         

Operating profit - million $ 60           21           
Adjusted operating profit 60           30           

Q2’2014 results and business trends: 

 The segment’s revenues increased by 1.7%. Higher sales volumes mainly of bromine biocides used for water 

treatment as well as magnesia and magnesium-chloride products, contributed 1.7% and exchange rate fluctuations 

had a positive impact of 0.8%. This was offset by a negative impact of lower prices of the same amount. 

 Adjusted operating profit excludes non-recurring expenses in the amount of $144M due to a provision following the 

royalty arbitration decision for the period from 2000 to Q1 2014.  

 Adjusted operating profit decreased by 40% due to volume and mix (with a negative impact of 10%), prices, royalties 

increase and exchange rate fluctuation with a negative impact of 6% each, as well as higher operating expenses with a 

negative impact of 12%.  

 During the second quarter demand continued to be strong for clear brine fluids, brominated biocides and Merquel®.  

 Demand for certain flame retardants market segments improved. 

 Results were impacted by lower elemental bromine prices in Europe and India. 

 The positive effect of antidumping taxes on chlorine based biocide prices in the US have not materialize yet as 

transactions in this market are based on annual contracts.  

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

  

Q2’2014 Results & Business Trends: 

 The food business continued to grow, driven primarily by the Hagesud acquisition.  

 Results were impacted by competitive pressure in phosphate-based downstream products and temporary supply 

issues in P2S5. Pricing was stable to slightly up. In addition, fewer fires had a negative impact on the fire safety 

business. 

 The Rotem strike continued to impact the segment results due to availability of raw materials. Adjusted operating 

profit excludes the impact of the strike at Rotem in the amount of $6M. 

 Revenues were slightly higher than Q2 2013 as the positive impact from higher prices and favorable exchange rates 

was offset by lower sales volumes.  

 Adjusted operating profit increased by 6% compared to Q2 2013. Higher prices and lower other operating expenses 

contributed 6% each. This was offset by lower sales volumes.  

 

 Other & Setoffs: 

 
 

 

 

 

 

 

$ million Q2 2013 Q2 2014
 Revenues (external) 33           30           
Revenues (internal) 11           8             

Other revenues (total) 44           38           
Operating profit -2.5        -1.8        

Unallocated expenses and eliminations  -14.2 -8.3

 ICL Performance Products Segment Results: 

 

 

 

$ million Q2 2013 Q2 2014

Revenues (external) 385       389       

Revenues (internal) 21         19         

Performance Products revenues (total)406       409       

Operating profit 52         49         

Adjusted operating profit 52         55         

Financial position, Cash Flow & Investments: 
 Q2 ‘14 operating cash flow reached $119 million compared to $425 million in Q2 ‘13. Most 

of the decline derives from the decline in the reported net income and from an increase in 

receivables due to longer credit periods granted to customers of ICL Fertilizers in China. 

This was offset by a non-cash provision following the royalty arbitration decision. 

 Capital expenditures (excluding acquisitions) for Q2 ‘14 totaled $193 million compared to 

$199 million in Q2 ‘13.  

 Net interest bearing financial liabilities totaled $2,652 million as of June 30, 2014. The 

increase in net debt and the operating cash flow were the main sources for financing the 

payment of dividends at the amount of $174 million and CAPEX.  

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Q2 2014 – Main Developments: 

 The Natural Resource Committee submitted its draft recommendations on May 18 according to which operating 

profit of above 11% return on depreciated assets will be subject to a 42% resource tax.  

 On August 4, ICL submitted its response (in writing and orally). Principal points include the following: 

 Recommendations are based on incorrect calculations of the appropriate rate of return and on incorrect 

asset base (that should include replacement value, working capital and intangible assets), therefore the tax 

will be imposed on regular profits rather on excess profits. 

 The taxation model is based on potash but is suggested to be imposed on ICL’s other businesses, therefore 

ignoring different characteristics of the bromine, phosphate and magnesium minerals in terms of cost, 

competitiveness, ROI, growth potential etc. 

 The recommendations are not consistent with the principles and targets it defined – the marginal tax rate on 

the “excess profits” and the government take will be higher, in lower prices the model is regressive and not 

progressive, the average tax rate is significantly higher than the global average.  

 The recommendations violate agreements signed between ICL and the government, a law based on these 

recommendations will not be proportional and thus not constitutional.  

 The recommendations are not neutral and will have a negative impact on future investments in Israel. As a 

result, the Company has cancelled investments in Israel in the amount of $750M and continues to re-

evaluate investments amounting to $1B. ICL will continue to expand in more attractive geographies and to 

the extent required, to reallocate spending from Israel to other markets. 

 ICL will examine the acceleration of its cost-cutting initiatives and will evaluate the economic viability of 

certain operations, including metal magnesium, certain bromine compounds and certain downstream 

phosphate products.  

 As a result of the above, the recommendations will have a number of negative implications such as damage 

to Israel’s GDP and exports, significant damage to the Negev’s economy and to the employment in this 

region, a decrease in collection of taxes, and an increase in government expenses, etc. 

 ICL intends to take the necessary legal actions in order to protect its rights.  

 ICL estimates the impact of the interim recommendations on its net profit to be approximately $160M based on 

2013 prices and costs, a review of elemental bromine and bromine compounds on a consolidated basis, an effective 

corporate tax rate of 26.5% and including additional royalties due to the arbitration decision. The recommendations 

with respect to DSW are not expected to become effective until 2017, although taxes applicable to phosphate and 

bromine operations could be implemented sooner. 



 

 

 

 

 

 

 

 

 

 

 

 

 DSW filed a statement of claim demanding arbitration concerning the violation of the concession agreement in respect of 

the Natural Resource committee appointed by the government. Following the government’s refusal, DSW filed a request 

to the court and a hearing was held on July 10. The court decision hasn’t been issued yet. 

 On May 19 the arbitrator ruled that DSW is required to pay state royalties on the sale of downstream products 

manufactured from Dead Sea minerals. The financial calculation will be discussed in the next phase of the arbitration. ICL 

recorded a provision due to the implementation of the arbitration for the period from 2000 to Q1 ’2014: $141M for ICL 

Industrial Products, $8M for ICL Fertilizers and $32M in financial expenses. Net of the tax effect, the impact totaled 

$135M.   

 Regarding activities that are not part of its core businesses, ICL is examining various possibilities and is preparing to divest 

businesses that are not synergetic with the company’s activities. ICL is contacting potential buyers and/or requesting 

offers but binding agreements have not yet been signed. 

 In addition, ICL is negotiating with a third party with respect to entering into joint undertaking of existing and future 

activities involving phosphate mining and selling as well manufacture, marketing and distribution of downstream 

phosphate products in developing markets.  

 An MOU signed by AkzoNobel and ICL’s Spanish subsidiary, ICL Iberia, calls for the production and marketing of 1.5 million 

tonnes of high quality vacuum salt, as well as 50,000 tonnes of white potash. The vacuum salt will be produced by a 

future joint venture and sold by AkzoNobel. The white potash will be produced and marketed by ICL Iberia.  

 ICL has begun to implement an investment plan in the amount of ₤38 to expand Polysulphate production capacity in 

England from 130,000 tonnes to 600,000 tonnes. 

 


