
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ICL Q3 2014 - Fact Sheet 

November 11, 2014 

ICL Group Results: 

 
 

  
 

 

 

 

 

 

 

 

 

$ million Q3 2013 Q3 2014

Total sales 1445 1559

Gross profit 506        577        

Operating income 222        262        

Financing expenses (income) 3            21          

Share in income (loss) of investee 11          7             

Income before taxes 230        248        

Taxes on income 152        67          

Income for the period 78          181        

Minority interest in profit of subsidiaries 0.5         1.3         

Net income attributed to shareholders 78          180        

Net income attributed to shareholders - adjusted 196        180        

EPS (fully diluted) - reported 0.06       0.14       

EPS (fully diluted) - adjusted 0.15       0.14       

Q3 2014 Results: 

 Improved operating income margins compared to 

2013 and sequentially due to improved volumes in 

most segments & contribution of efficiency plan 

 Strategy implementation on track with important 

milestones delivered 

o Efficiency improvement will deliver approx. $80M in 

2014 (year end run rate) 

o Portfolio changes: divestiture of non-core assets 

(approx. $260M proceeds – enterprise value after 

tax) and acceleration of growth outside of Israel 

 

  

 Q3 ‘14 revenues increased by 7.9%, mainly due to higher volumes and first time consolidation of new acquisitions, 

partially offset by the impact of lower prices.  

 Q3 ‘14 cost of sales increased by 4.6% to $982M. Higher sales volumes and consolidation of acquisitions led to an 
increase of 7.8%, exchange rates fluctuations led to an increase of 1.3% and higher royalties due to the arbitration 
decision earlier this year, as well as higher raw material costs due to the Rotem strike, led to an increase of 0.5%. A 
decrease of other operating expenses, mainly from a decline in salary expenses due to the retirement plan at 
Rotem, contributed to a 3.3% decrease in the cost of sales, while lower raw material and energy costs contributed 
to a decrease of 1.7%. 

 Q3 ’14 results reflect higher revenues from Asia due to higher potash sales volumes to China and India, higher 
revenues from North America deriving from higher sales volumes of potash, bromine and phosphorous based flame 
retardants, clear brine fluids, water treatment biocides and magnesium chloride. Increased revenues from Europe 
are attributed to the Hagesud acquisition and increased sales of P2S5. Revenues from South America decreased due 
to lower potash sales volumes as a result of tight granular potash availability.   

 The increase in operating income derives from the improvement in gross profit partially offset by higher sales and 
marketing expenses as a result of the higher sales volumes and new acquisitions as well as higher general and 
administrative expenses.  

 Financial expenses increased from $3M in Q3 ’13 to $21M in Q3 ’14. The increase stems from higher interest 
expenses, change in fair value of financial derivatives and revaluation of short term liabilities. This was partially 
offset by a decrease in the provisions for employee benefits due to devaluation of the shekel against the dollar.  

 The effective tax rate in Q3 ’13, excluding non-recurring tax expenses as a result of the release of trapped profits 
and of the update of the deferred taxes due to an increase of the statutory corporate tax in Israel, amounted to 
19.6% compared to 27% in the current quarter. The increase is attributed mainly to the devaluation of the shekel 
against the dollar which led to a higher tax rate due to the differences in the measurement basis. 

 

The information in this fact sheet represents a summary of the highlights reported on November 11, 2014 in ICL’s Q3 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. For a 
discussion of factors that could cause actual results to differ, see “Forward Looking Statements” in our third quarter report.  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. 
 

ICL Fertilizers Segment Results: 

 

 

$ million Q3 2013 Q3 2014

Revenues (external) 709        778         

Revenues (internal) 72           73           

Revenues (total) 780        851         

Operating profit 135        168         

Adjusted operating profit 306 168



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Current business trends: 

 Following relative stability in the first half of 2014, commodity prices dropped sharply in the third quarter in 

response to estimates for record harvests as a result of an increase in planted area and favorable weather in the 

world’s main growing areas. Crop commodity prices pose challenges for 2014, but fertilizer prices remain affordable. 

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

2014/15 agriculture season to 21.5% compared to 21% in 2013/14 and 19.9% in 2012/13.  This is mainly due to 

higher estimated corn inventories. Soybean inventory, which is not included in this index, is also on the rise. 

 The recovery of demand which characterized the first half of the year continued in the third quarter along with the 

positive trend in potash prices. Demand expected to remain robust, especially in China and India.   

 Chinese potash imports increased by 17% in the first nine months of 2014 to 5.6 million tonnes. ICL’s shipments to 

its customers continued in the third quarter at the current spot prices. ICL estimates that Chinese imports in 2015 

will continue to grow due to an increase in consumption, as well as logistical problems experienced by local 

producers.  

 Potash imports into India increased by 43% in Jan-Sep 2014 to 3.07 million tonnes as farmers began to realize that 

under-fertilization in the past two years unfavorably impacted crop production. Indian imports expected to continue 

their recovery next year as farmers adapt to the higher level of prices, which is expected to support the increased 

demand in upcoming years as well. 

 Strong demand for granular potash in Brazil continued and potash imports in Jan-Sep 2014 increased by 16% to 6.9 

million tonnes. Q4 imports expected to be lower due to the seasonal factor along with the drop in crop commodity 

prices.  

 ICL management has begun negotiations with representatives of the employees of Dead Sea Works regarding 

efficiency plans which include reductions in production costs and in the number of employees. 

 

Q3’2014 results: 

 Total potash sales volumes increased by 30% compared to Q3 ’13 which was negatively impacted by Uralkali’s 

announcement that it was changing its marketing strategy from a price-focus to a volume-focus and exiting from BPC. 

 Q3 ‘14 total potash revenues increased by 13% as a higher sales volumes contribution of 26% and an exchange rate 

fluctuations contribution of 1.3% were partially offset by lower prices which had a negative impact of 14.4%.  

 Q3 ‘14 operating profit increased by 17%. Higher sales volumes net of increased cost of goods sold and increased 

transportation costs contributed 54%, lower royalties and sales commissions due to lower prices contributed 3.6% and 

lower energy costs and other operating expenses contributed 5.4% each. This was partially offset by lower prices 

which had a negative impact of 51%.  

 

Potash Sub-segment Results: 

 

Q3 2013 Q3 2014

Production - thousands of tonnes (KCl) 1,272     1,305     

Closing inventory - thousands of tonnes 1,106     814         

External sales volume -  thousands of tonnes 918        1,234     

Total sales volume -  thousands of tonnes 1,015     1,318     

Revenues (external)- million $ 338        400         

Revenues (internal)- million $ 59           50           

Potash revenues (total)- million $ 397        450         

Operating profit - million $ 112        131         



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 ICL Industrial Products Segment Results: 

 
 

 

$ million Q3 2013 Q3 2014

Revenues (external) 297        324         

Revenues  (internal) 4             4             

Industrial Products revenues (total) 301        328         

Operating profit 27           36           

Q3 2014 results and business trends: 

 Fertilizers sales quantities in Q3 ’14 were 3.8% higher than Q3 ’13, as production issues at Rotem were resolved. A 

successful efficiency plan at Rotem led to record acid production at lower cost which resulted in improved profitability. 

 Quarterly revenues were almost stable vs. last year as volumes contribution was offset by lower prices.  

 Operating margins improved from 6% in Q3 ’13 to almost 10% in Q3 ’14 as an increase in volume net of higher cost of 

sales contributed 32% to the operating profit, a decrease in raw material costs contributed 23%, and lower operating 

costs contributed 50%. This was partially offset by lower selling prices which had a negative impact of 36%. 

 The growth in demand along with price increases which continued in the third quarter of 2014 came to a halt in the 

beginning of the fourth quarter due to the conclusion of the application season in India and weaker demand in South 

America, where the season has not yet begun. Higher ammonia prices led Mosaic to curtail production and OCP to 

concentrate on production of phosphoric acid and TSP which do not contain ammonia. 

 Going forward, the starting of the season in Brazil, combined with the conclusion of the lower export tax period in China, 

may contribute to an improvement in demand.    

 

Phosphate & Fertilizers Sub-segment Results: 

 

 

 

 

Q3 2013 Q3 2014

Phosphate rock production  -  thousands of tonnes 951        975         

Fertilizers production -  thousands of tonnes 441        447         

Rock sales volume (external) -  thousands of tonnes 220        194         

Rock internal use -  thousands of tonnes 675        744         

Fertilizers sales volume (external) -  thousands of tonnes 424        440         

Revenues (external) - million $ 370        378         

Revenues (internal) - million $ 51           46           

Phosphate & Fertilizers revenues (total) - million $ 421        424         

Operating profit - million $ 22           37           

Q3 ’14 results and business trends: 

 Revenues increased by 9%. Higher sales volumes of bromine compounds, including flame retardants, inorganic 

bromine products and water treatment biocides, contributed 11%. This was partially offset by lower selling prices. 

 Operating profit increased by 33% and margins improved from 8.8% last year to 10.9%. Improved volumes and mix, 

net of increased shipping costs, lower raw material and energy costs and a decrease in other operating expenses 

contributed 48%, 18.5% and 11%, respectively. This was partially offset by lower prices, higher royalties following the 

arbitration decision and exchange rate fluctuations which had negative impact of 22%, 7% and 15%, respectively.  

 During the third quarter demand for bromine flame retardants improved in some segment of the electronics market. 

Subsequent to the report period, demand is stable and there is a moderate pressure on prices.  

 Profitability remains unsatisfactory. Price increases and cost reduction are in the focus of the business in order to 

maintain our high level of customer service and to improve our competitive position. We have recently announced a 

20% increase of prices for elemental bromine and hydrobromic acid in the Far East markets. This step, taken due to 

margin pressures over the past few years, is designed to maintain our high level of customer service, as well as to 

ensure our continued investment in its business.  ICL management has begun negotiations with representatives of the 

employees of Bromine Compounds in Israel’s south regarding efficiency plans which include reductions in production 

costs and in the number of employees. 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

  

Q3 ’14 Results & Business Trends: 

 In the third quarter, the demand for ICL’s downstream phosphate-based products in the European and U.S. 

markets declined compared with last year mainly as a result of competition with phosphoric acid exporters to the 

U.S., along with a decline in the demand for phosphate salts deriving from the continuing economic slowdown in 

Europe. However, there was a moderate improvement in average selling prices as well as P2S5 and fire safety 

volumes as a result of an active fire season in the western part of the U.S. and Canada. Moderation of the impact of 

the crisis in the Ukraine during the third quarter restored the demand in the CIS to a normal level. 

 Revenues were 3% higher than Q3 ’13 as a 3% contribution from the acquisitions of Auxquimia in Spain and of the 

German company, Hagesued and 0.9% contribution from higher prices were partially offset by lower sales volumes.  

 Operating profit decreased by 10% compared to Q3 ’13. Higher raw material costs, higher other operating 

expenses and the continued impact of the strike at Rotem on raw material costs had a negative impact of 5.5%, 

5.5% and 4% respectively. This was partially offset by higher selling prices which contributed 5.5%.   

 The fourth quarter is usually weaker in the phosphate-based downstream product lines due to, among other 

things, performance of annual maintenance work at the customers' sites, and customer preference to end the year 

with low inventory levels. 

 

 
 Other & Setoffs: 

 
 

 

 

 

 

 

$ million Q3 2013 Q3 2014

 Revenues (external) 23           29           

Revenues (internal) 10           7             

Other revenues (total) 33           36           

Operating profit -2.6        -0.1        

Unallocated expenses and eliminations  -9.7 -8.0

 ICL Performance Products Segment Results: 

 

 

 

$ million Q3 2013 Q3 2014

Revenues (external) 416        429         

Revenues (internal) 20           22           

Performance Products revenues (total) 436        451         

Operating profit 73           66           

Financial position, Cash Flow & Investments: 

 Q3 ‘14 operating cash flow reached $295 million compared to $394 million in Q3 ‘13. The 

cash flow in the corresponding period last year was positively impacted by utilization of 

part of the working capital as a result of the decline in sales (following Uralkali’s 

announcements). 

 Capital expenditures (excluding acquisitions) for Q3 ‘14 totaled $178 million compared to 

$208 million in Q3 ‘13.  

 Net interest bearing financial liabilities decreased from $2,652 million as at June 30, 2014 

to $2,608 million as at September 30, 2014. Improved cash flow and lower capital 

expenditures contributed to the decrease.   



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Q3 2014 – Main Developments: 

 In respect of ICL’s third quarter results, the Company’s Board of Directors today declared that a dividend totaling 

$125 million, about $0.10 per share, will be distributed on December 17, 2014, with a record date at December 3, 

2014.  

 After the quarter, the Natural Resources Committee (Sheshinski Committee II) submitted its final recommendations. 

The following chart outlines the key changes from the Committee’s draft recommendations: 

 

 According to the press release published by the Ministry of Finance on November 10, 2014, the Socio-Economic 

Cabinet unanimously approved the final recommendations of Sheshinski Committee II which were published on 

October 10. According to the press release, the final recommendations will be enacted into law and brought to the 

Knesset for approval.  

 The final recommendations are not substantially different than the interim recommendations and therefore there 

have been no changes to decisions taken to date by ICL’s Board of Directors. In light of the deteriorating business 

conditions in Israel accompanied by a lack of regulatory certainty, ICL does not see Israel as an attractive target for 

future investment rather a target for growth derived from streamlining and cutting production costs. As a result, the 

Board of Directors, at its meeting on August 6, 2014, made the following decisions:   

 cancelling planned investments in the amount of $750 million  

 re-evaluating planned investments totaling approximately one $1 billion  

 closing ICL’s Magnesium plant in January 2017 (subject to passage of the recommendations into law) 

 Focusing on reducing costs as a key component for creating business value in Israel through the execution of 
efficiency plans at ICL’s plants in the Negev.  

 

ICL will continue to work to materially change the business environment in Israel so that ICL can justify investment in 
Israel in the future. 

 

INTERIM RECOMMENDATIONS    
(May 2014)

FINAL RECOMMENDATIONS         
(October 2014)

Fixed 42% tax on OP above 11% Return on 
Depreciated Assets (RODA)

25% tax when RODA is between 14-20%, 42% tax 
when return is 20% or above

Fixed 5% royalty pay-off for all natural 
resources

Fixed 5% royalty pay-off for all natural resources

Phosphate royalties will be paid based on ex-
plant value

Phosphate royalties will be paid based on ex-mine 
value

No recognition of financial expenses 5% of working capital to be deducted from the 
financial statements OP

No recognition of the Magnesium synergies Only the benefit of the Sylvinite production in the 
magnesium plant will be recognized as an expense 
for the potash plant. Uncertainty regarding the 
contribution for the bromine production

Natural resource tax will not apply to 
downstream products

Determine a unique mechanism for bromine
regarding the transfer price to related parties,
which will be the higher of three suggested
options



 

 

 

 

 

 

 

 

 

 

 

 

 Investments in ICL Iberia: ICL will invest $435 million in the next stages of capacity expansion and optimization at its 

potash production facility at Suria, Catalonia, Spain. Out of the total program in Spain, the Board of Directors has already 

approved projects amounting to $330 million. Implementing these investments will allow the continued and long-term 

growth of potash production in Catalonia, as well as to the reduction in potash production average costs to a level that is 

closer to the level of Dead Sea Works. The marginal cost of expanding potash production at the Company’s mine in 

Catalonia will be similar to the marginal cost of Dead Sea Works. The project includes the following:  

 Gradually increasing in potash production to 1.4 million tonnes per year  

 Increasing granular potash capacity to approximately 100% of the potash produced at the site 

 Doubling production of vacuum salt to 1.5 million tonnes a year 

 Upgrading logistics infrastructure at the mine (entrance ramp to the mine), at the factory, and at the Port of 
Barcelona to enable the production, transport and export of 2.3 million tonnes of potash 

 Reducing the environmental footprint of operations 

 Implementing an advanced, 3D feasibility study for the purpose of developing a new potash mine within the 
area of ICL’s franchise in Catalonia which could expand production by an additional one million tonnes 
annually. 
 

 During 2014 ICL is expected to achieve a savings of around $80 million based on a year-end run rate through its 

implementation of efficiency programs and reduction of production costs, especially within the framework of its 

efficiency program and retirement of approximately 120 workers at its Rotem factory in the Negev.  

 After the quarter, ICL’s Performance Products segment signed an agreement to sell its APW (Alumina, Paper, Water 

business). Net proceeds as calculated by enterprise value after tax are expected to amount to $260 million. The sale is 

part of ICL’s ‘Next Step Forward’ strategy launched in late 2013 which calls for ICL to divest its non-core businesses to 

focus on its core businesses in the agriculture, food and engineered materials markets and to optimize its positioning in 

those markets. 

 In September, ICL Specialty Fertilizers acquired AmegA Sciences, a UK-based developer and manufacturer of specialty 

products for the specialty agriculture, horticulture and turf & amenity markets. AmegA Sciences’ products provide 

solutions related to water conservation, water retention and enhanced growth. It is known in these markets for its 

development of innovative, industry leading products and solutions. The acquisition will strengthen ICL Specialty 

Fertilizers’ position in specialty agriculture markets by adding to its core technologies and product portfolio.     

 During the quarter, the Company announced that it is conducting negotiations with a third party in connection with a 

joint venture undertaking relating to existing and future activities involving the mining and sale of phosphate rock in 

developing markets, as well as production, marketing and distribution of phosphate-rock products in these markets. As of 

September 30, the negotiations had not yet ripened into in-principle commercial agreements and the parties had not 

reached an essential agreement regarding the structure of the transaction nor the consideration to be paid by the 

Company. To the extent the negotiations result into a binding agreement, the Company estimates the consideration at 

several hundred million dollars. 

 On November 11, 2014, the Board of Directors authorized the Company's management to launch an offering of notes to 

institutional investors in the U.S., Europe and Israel pursuant to Rule 144A and Regulation S of the U.S. Securities Act of 

1933, as amended. As of the date of this report, the scope and terms of the issuance have not yet been determined.  

 

 

 

 

 

 


