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Ladies and Gentlemen, 

 

We welcome you to this year's financial statements press conference. 
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We are pleased that you are interested in the K+S Group. Yesterday, we already 

informed you about our dividend proposal for the Annual General Meeting in May as 

well as about key data for financial year 2013. Today, we would like to look at signifi-

cant trends and some key figures for the Group in greater detail. After that, Dr. Lohr 

will comment on the results for the Potash and Magnesium Products and Salt busi-

ness units as well as on our financials, before I warp by mapping out our guidance 

for 2014. 

 

I would like to begin by saying a few words about our K+S growth strategy, which, in 

a certain sense, is part of the ”DNA” of this Company, both in times that are good as 

well as those that are less good. 

 

 

 

Ladies and Gentlemen, 

 

As a commodities company, we think and act in long-term manner. We are con-

vinced of the attractiveness of our markets and are therefore counting on further 

growth. 

 

Last year too, we further developed the K+S Group in a focussed way. 
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 We invested heavily in our Legacy Project, the construction of a new potash 

plant in Canada. There is a good reason for that: That is because Legacy opens 

up a long-term perspective for the Company that goes beyond the time range of 

our German potash deposits. Thus, you could say that it is a kind of K+S inter-

generational contract. We are sowing now in order to reap a harvest over at least 

40 or 50 years, or even 100 years.  

 

 In the Salt business unit too, we have initiated important steps to remain profit-

able in a sustainable manner: We set up a strategy project that examined the po-

tential and capacity of all unit companies and individual sites and which will fur-

ther strengthen the entire business unit. 

 

 In addition, we have launched our groupwide “Fit for the Future” programme. 

By means of it, we not only want to improve the cost situation but also improve 

our structures and processes. In this way, we want to make the Company more 

robust vis-a-vis economic fluctuations and secure its future. 

 

Allow me to go into more depth regarding the three points I’ve just mentioned: Lega-

cy, strengthening the Salt business unit and “Fit for the Future.” 
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Let’s look at Legacy first. 

 

The construction of our new plant in the Canadian province of Saskatchewan is pro-

ceeding according to schedule: Over the past few months, we have erected the first 

buildings and steel elements, laid utility supply lines and begun to install the electri-

cal and control technology. 

 

In addition, we have made great progress in developing the caverns. Thus, a few 

weeks ago, we saw the completion of the first test cavern for the extraction of brine 

containing potash at a depth of 1,500 meters, and a further 36 will be developed for 

production until the planned commissioning of the plant in the summer of 2016. 

 

In the autumn of 2013, we completed what’s called the “basic engineering, that is, a 

comprehensive engineering plan for the plant. It confirmed two cornerstones of the 

project: The planned timing of the commissioning of the plant as well as the total 

costs of 4.1 billion Canadian dollars. Orders amounting to approximately 1.5 billion 

Canadian dollars have been placed or already processed in the meantime. The vol-

ume of orders will increase considerably over the coming weeks and months. Thus, 

the advantages of Legacy can materialise over a foreseeable time horizon and ena-

ble us to participate in the growth of the global potash market. 
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In the Salt business unit too, we are geared up for sustainable growth markets. 

Positive market signals are coming from Asia in particular; salt consumption there is 

continually growing. Local production cannot meet the growing demand. This creates 

good opportunities for our production network.  

 

To further strengthening our market positions, we have determined three strategic 

areas for action: Growth, efficiency and culture. 

 

 Growth represents the goal of further improving the marketing of our products. 

The focus is on developing our existing sales markets in the direction of Asia, 

South America and Eastern Europe, but we also want to improve our margins.  

 

 Efficiency is directed at enhancing international cooperation. This is mainly 

about optimising capacity utilisation in our global production network as well as 

the exploitation of synergies and best practices. 

 

 Culture is about directing our attention towards developing an even greater focus 

on the needs of our customers on the one hand. On the other hand, it is also 

about devoting attention to our employees, for whom we want to make those of 

our goals that extend across sites and business units more transparent. 

 

As as a result of the measures that we have initiated in these three areas for action, 

we expect to see a significant rise in the profits of the Salt business unit over the 

medium term, and especially when taken in conjunction with the market growth I’ve 

described. Thus, doubling the earnings of the business unit by 2020 is our aspiration.  

 

You will no doubt be immediately asking yourselves: Doubling? What does that goal 

mean in absolute figures? 

 

We deliberately do not provide any medium-term earnings targets outside the Com-

pany and there is also little point in trying to calculate our target for 2020 on the basis 

of the current year or an earlier one. What is important in the Salt business unit is the 

strategic direction and our own aspiration: We want to and can grow, and significant-
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ly. That is borne out by the markets, the measures that we have now initiated, and, 

last but not least, our more than 5,000 employees in our global salt business. 

 

 

 

 

Last but not least: To enhance the competitiveness of the K+S Group, we launched 

our “Fit for the Future” programme in November 2013. This year we want to save at 

least 150 million euros and by the end of 2016 savings totalling about 500 million 

euros. 

 

The “Fit for the Future” programme is, however, more than a cost-cutting pro-

gramme. Of course, we want to reduce our costs and, where that is not possible, 

limit cost increases. However, we also see further potential for greater efficiency in 

cooperation within and between the operating and administrative areas. That is why 

we are simultaneously working on improving our structures and processes.  

 

We had already resolved to further optimise efficiency and structures for 2013; a 

number of projects to that end were already initiated or continued at the beginning of 

last year. In the fourth quarter of 2013, we brought these projects together under one 

roof and set ourselves further goals. 
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The first months of intensive project work indicate that we are on the right path: Pro-

gress is being made on detailed work, and many of the savings planned for this year 

have already been given the form of concrete measures. In the extraction and pro-

duction area, we will, for example, optimise our maintenance intervals and, in distri-

bution and along the value added chain, make order processes more efficient among 

other things. In North America, we are streamlining our logistics network and bun-

dling cross-departmental functions in administrative units. 

 

Why are all these measures important? We want to increase our corporate value 

sustainably in the medium term. This corresponds not only to our investors’ expecta-

tions of us, but also to our own understanding as a growth-oriented commercial en-

terprise. 

 

 

 

 

Ladies and Gentlemen,  

 

Raw materials production is the original production and, like every industrial activity, 

is inevitably bound up with interventions in nature. But this does not at all mean that 

economy and ecology are mutually exclusive. We have for decades been working 
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intensively to increase our efficiency of resources and to utilise or avoid mine waste. 

A glance at the diagram makes it clear to what extent, since the 1970s, the volume 

of saline wastewater has been able to be reduced, among other things by technolog-

ical innovations. 

 

And we are well on the way to again improve, with the implementation of our com-

prehensive package of measures for water protection. Already in a few days’ time, 

we will officially put into operation three new facilities in our Werra Verbund plant and 

we will have achieved about 90 per cent of the saline water reduction aimed at by 

the end of 2015. That has not only been an enormous technical challenge which has 

demanded much of our teams. It has also financially been a veritable boulder we 

have been containing. Against the background of the significantly more difficult eco-

nomic framework conditions, this should therefore also not be shrugged off as being 

a matter of course. 

 

Even those who are critical of our industry in the Hesse-Thuringia potash district can 

see that we keep our word – even if, with this great capital expenditure, we are beset 

by doubts over the Werra and the Weser being considerably burdened by other 

“stress” factors regarding ecological proportionality. 

 

So as not to be misunderstood at this point: It is good that we in Germany have high 

environmental standards and have to minimise interventions in nature. But we 

should, in the process, preserve a reasonable measure and constantly also keep the 

whole in mind. My impression is that we sometimes lose this view of the whole, 

which also includes the interests necessary for the common good to secure our in-

dustrial basis. 

 

For K+S, economic activity, competitive sites and workplaces and the sustainable 

relationship with nature belong inseparably together. We will thus also in the future 

conduct research and work to reduce the environmental effects of the potash mining 

even further. However, if anyone is expecting completely residue-free potash pro-

duction, he is expecting too much – this does not exist anywhere in the world with 

today’s best available techniques. It is therefore a question of reconciling interests 

between modern raw materials mining and questions concerning environmental and 
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water protection by concentrating on what is feasible. German mining requires stable 

and reliable framework conditions in order to also remain internationally competitive 

in the future.  

 

Ladies and Gentlemen, 

 

We implement whatever we ourselves can contribute towards strengthening our in-

ternational competitiveness – this is what I wanted to get over to you in my com-

ments so far. 

 

 

 

Let us now look back at the business development of the K+S Group in 2013. 
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The year 2013 was a year of major challenges for the K+S Group. In particular, July 

30th 2013, frequently also referred to as “Black Tuesday”, with its consequences for 

price trends on the global potash markets, has had an effect on us. But neither do 

we want to forget the CO2 explosion in the Unterbreizbach mine, which cost the lives 

of three of our colleagues and brought production to a standstill for weeks. 

 

Nevertheless: K+S proved yet again that the Company is able to adapt to changes 

operatively and strategically, in order to secure long-term success. Let’s look at the 

figures: 

 

 At a good € 3.9 billion, revenues again reached the high figures of the previous 

year, 

 

 at about € 656 million, operating earnings did indeed decrease significantly 

year-on-year, but were within the limits of our most recently published forecast,  

 

 and adjusted Group earnings fell to € 435 million, though in the previous year € 

100 million was still attributable to the discontinued operations of the nitrogen 

business. 
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If we look at the division of revenues and earnings in our business units, a widely 

varying picture emerges.  

 

 While we had to record significant declines in our potash and magnesium 

products business, 

 

 our salt business developed positively. In this case, operating earnings in par-

ticular improved greatly – after what was, however, a weak previous year. 

 

Dr. Lohr will soon go into greater detail about the main reasons and causes. Before 

that, however, a short look at 

 

 our Complementary Activities, into which, alongside the Waste Disposal 

and Recycling segment, we bundle other important activities for the Group. This 

segment ultimately recorded reasonable growth. 
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Ladies and gentlemen,  

 

So far from me for the time being. Dr. Lohr will now go into more detail about the 

market developments and our financial results.  
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Thank you, Mr Steiner. 

 

Ladies and Gentlemen, 

 

We started out confidently in 2013. The potash business had a promising start, with 

prices remaining level. 

 

Then on July 30th, Uralkali issued its statement to cease cooperation with Belarus-

kali and this announcement immediately gave rise to many questions and prices de-

clined subsequently. As you know, we are referring here to numbers from the FMB 

as source. 

 

Also the previously expected global sales volumes for potash were reduced as nu-

merous competitors sustainably cut capacity. 

 

 

 

 

We always stressed the robustness of our potash and magnesium portfolio. We are 

close to our customers in Europe and delivery reliably into selected overseas re-

gions. And this does not only apply to potassium chloride, the standard product. 
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Thanks to fertilizer specialties and industrial products, our portfolio is far more di-

verse than that of most of our peers.  

 

This was also true in the challenging year 2013. Despite the already mentioned un-

certainties and the impact of the dramatic accident at our Unterbreizbach site, we 

were able to keep sales volumes at the high level of the previous year. 

 

We also felt the pricing effects in revenues and earnings. In particular, revenues with 

potassium chloride products declined year-on-year while fertilizer specialties and 

industrial products remained relatively stable. The EBIT decreased accordingly.  

 

 

 

 

Despite declining revenues, we have achieved an improvement in our cost position. 

As a reminder, when we talk about costs per tonne we are referring to revenues mi-

nus EBIT over sales volumes, i.e. including everything between those lines. 

 

Accordingly, our costs per tonne declined from 219 Euro in 2012 to 214 Euro in 

2013. We saw an improvement in all lines except for depreciation. D&A increased 

due to the capital expenditure into the Werra package of measures in particular.  
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In addition, one should keep in mind that in 2013 for the first time we incurred note-

worthy operating expenditure for the Legacy project, despite no revenues were gen-

erated there yet. Adjusted for this, costs per tonne improved even stronger to 211 

Euro. 

 

To make it very clear: Of course we appreciate the progress we made. However, we 

can only preserve the company’s international competitiveness when we continue to 

follow that path. 

 

 

 

 

Now let‘s turn to our Salt division. 
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In our business unit Salt our strategy to be present in all important regions also paid 

off.  

 

This has been proven in the deicing Salt business in particular. While the first quarter 

and early storage in Europe was good, winter in Q4 was rather mild in that region. In 

North America, on the other hand, demand normalized at the beginning for 2012 and 

benefitted especially from the hard winter in Q4. 

 

Thanks to our diversified portfolio we could also level regional fluctuation in the in-

dustrial salt business. The market for salt for chemcial use was weak in Europe due 

lower economic activity; however, we saw an improvement in North America. 
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This development also impacted our earnings. Crystallised sales volumes increased 

by 5 million tonnes mainly due to the deicing salt business. This is also reflected in 

revenues and EBIT. 

 

However, one should keep in mind that our salt earnings were negatively affected by 

several opposing effects. At Morton, for example, in connection with the implementa-

tion of SAP as well as the planned closure of a production site. In addition, losses 

from the sale of a vessel as well as maintenance backlogs and the fx-result partly 

offset the increase. 
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Let‘s have a look at our financial key figures of 2013.  

 

 

 

I will focus on our cashflow and our balance sheet as we talked about the most im-

portant P+L numbers already.  
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As always, we have adjusted the cashflow for funding of our pension funds and for 

purchases or sales of securities. 

 

Despite a lower operating result, the operating cashflow increased from 607 million 

euros in 2012 to 756 million euros in 2013. This is mainly due to a lower working 

capital, which decreased as a result of lower inventories and receivables in Salt. Also 

reduced receivables in the business unit potash and magnesium products due to 

lower prices and volumes mainly in the overseas business contributed to that. 

 

The free cashflow decreased as expected, mainly as a result of the capital expendi-

ture for the Legacy project. 

 

 

 

 

The net debt for the group increased as planned to a good billion at the end of 2013. 

This number also includes our pension and mining provisions. 

 

The group‘s equity ratio decreased to 45%. While the equity remained stable, our 

financial debt increased due to the new bonds issued in December. We remained 
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within our target corridor for both „NetDebt to EBITDA“ as well as the equity ratio in 

2013. 

 

Mr. Steiner will elaborate on the guidance in a minute, but I will remind you already 

here that our leverage will not remain within this corridor in the next couple of years 

due to the planned investments into the Legacy project. Nevertheless, our intention 

is to return into that range. 

 

 

 

On this page you will find a slide showing the credit facilities which are available to 

us. The successful placement of two bonds in December 2013 with a volume of 500 

million euro each has again confirmed the attractiveness of the K+S Group as an 

issuer. In addition to that, we were able to prolong and extent our revolving credit 

facility to one billion euro in July 2013 already.  

 

The 750 million bond which we will pay back in September 2014 is already excluded 

in the numbers above.  

As you can see, we are well equipped with regard to our debt capital structure for the 

tasks ahead. 
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So far from my side. I will now handover to Mr. Steiner again. 
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Many thanks, Dr. Lohr. 

 

Ladies and Gentlemen, 

 

Before I get to our outlook for 2014 – a few words about our dividend proposal, 

with which you are already familiar as of yesterday. 

 

The decision has not been easy for us to propose a dividend of 25 cents per share 

“only”. This corresponds to a dividend payout ratio of 11% based on adjusted Group 

earnings after taxes. We deviate this year for the first time from our long-standing 

dividend policy and, of course, looking at 2013 only one would compute a higher div-

idend. 

 

We must look ahead in the current situation, as there are still great challenges to 

face. The uncertainties in the market for potash products are not yet over and we 

have to cope with significant investments in order to create the prerequisites for the 

Group’s growth. This concerns in particular our Legacy project.  

 

To strengthen our earnings power, we have initiated the “Fit for the Future” pro-

gramme, which is demanding much of the Company and the employees. Also the 

investors in our bonds have subscribed a volume of 1.5 billion Euros over the past 

years a confirmed with that great confidence in the future of K+S. With agreeing to a 

lower dividend, the shareholders would also strengthen our capital base further and 

support our growth, which benefits all.  

 

Ladies and Gentlemen, 

 

We would not be overfinanced, even after this strengthening of reserves. However, 

our objective is quite clear, to return to our long-term oriented dividend policy as 

soon as possible, in other words to a payout ratio of 40-50% of the adjusted Group 

earnings. 
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But now – last but not least – our forecast for 2014. 

 

In the Potash and Magnesium Products business unit, we started the new year from 

a significantly lower price basis than 2013. In terms of volumes, the fundamentally 

available capacity is not completely available, in particular due to production limita-

tions after the accident at the Unterbreizbach site, which will probably be overcome 

at the end of the month. With this in mind, sales volumes should be at the previous 

year's level. In the Salt business unit, the volumes should reach the high level of the 

previous year.  

 

The revenues of the K+S Group should, on the whole, be moderately below those of 

the previous year. Operating earnings EBIT I should, however, taking into account 

the savings from the “Fit for the Future” programme, also be significantly lower than 

in the previous year.  

 

Capital expenditure of the K+S Group will increase strongly. As planned, we are 

investing the greatest amounts in the construction of our potash plant in Canada and 

in the Werra package of measures. Altogether, capital expenditure in 2014 should 

come to 1.2 billion euros. 
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Ladies and Gentlemen, 

 

Despite the great challenges ahead of us, we can continue to be confident. The K+S 

Group is a solidly operating and robust company with a clear set-up and the right 

strategy to also in the future serve our customers reliably as usual and to offer our 

employees an exciting and challenging environment. Our investors will also profit 

from this. 

 

Thank you for your attention. We will be pleased to answer your questions! 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This presentation contains facts and forecasts that relate to the future development of the K+S Group 

and its companies. The forecasts are estimates that we have made on the basis of all the information 

available to us at this moment in time. Should the assumptions underlying these forecasts prove not 

to be correct or should certain risks – such as those referred to in the Risk Report – materialise, actu-

al developments and events may deviate from current expectations. The Company assumes no obli-

gation to update the statements, save for the making of such disclosures as are required by the provi-

sions of statute. 


