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Nine months ended 

September 30 

Three months ended 

September 30 

Year ended  

December 31 

 2016 2015 2016 2015 2015 

 (Unaudited) (Unaudited) (Audited) 

 US $’000 

 

Income from voyages and related services 1,885,820  2,303,967  643,883  748,977   2,991,135  

Cost of voyages and related services      

Operating expenses and cost of services  (1,809,840) (2,046,591) (608,899) (695,729) (2,692,645) 

Depreciation  (63,273) (61,625) (21,246) (21,210) (82,413) 

Gross profit  12,707  195,751  13,738  32,038   216,077  

      

Other operating income  16,885  40,480  14,295  35,908   41,273  

Other operating expenses (1,145) (11,853)  (1,011) (11,885) 

General and administrative expenses  (106,519) (108,505) (35,206) (32,507) (147,439) 

      

Results from operating activities   (78,072) 115,873  (7,173) 34,428   98,026  

      

Finance income  1,457  2,644  366  868   3,401  

Finance expenses  (80,805) (76,795) (26,113) (20,823) (106,181) 

      

Net finance expenses (79,348) (74,151) (25,747) (19,955) (102,780) 

      

Share of profit of associates       

     (net of income tax) 3,757  7,224  1,361  1,485   9,397  

      

Profit (loss) before income tax (153,663) 48,946  (31,559) 15,958   4,643  

      

Income taxes  (14,389) (14,078) (6,083) (4,872)  1,893  

      

Profit (loss) for the period (168,052) 34,868  (37,642) 11,086   6,536  

      

Attributable to:      

      

Owners of the Company (171,230) 31,920  (38,712) 11,008  2,253  

Non-controlling interest 3,178  2,948  1,070  78  4,283  

Profit (loss) for the period (168,052) 34,868  (37,642) 11,086  6,536  

      

 
The accompanying Notes are an integral part of these condensed consolidated interim Financial Statements. 
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Nine months ended 

September 30 

Three months ended 

September 30 

Year ended  

December 31 

 2016 2015 2016 2015 2015 

 (Unaudited) (Unaudited) (Audited) 

 US $’000 

Profit (loss) for the period (168,052) 34,868  (37,642) 11,086   6,536  

      

Other components of Comprehensive Income       

      

Items of other comprehensive income that       

were or will be reclassified to profit and loss:       

      

 Foreign currency translation differences for      

 foreign operations (8,205) (4,674) (1,272) (2,596) (5,324) 

      

Items of other comprehensive income that       

would never be reclassified to profit and loss:       

      

 Defined benefit pension plans actuarial gains      

  (losses)  (521) 

 

198  340  

 

(1,075)  2,004  

      

 Income tax on other comprehensive income     (26) 

      

Other comprehensive income for the period,       

 net of tax (8,726) (4,476) (932) (3,671)  (3,346) 

      

Total comprehensive income for the period (176,778) 30,392  (38,574) 7,415  3,190  

      

Attributable to:      

Owners of the Company (179,908) 29,048  (39,420) 8,219  305  

Non- controlling interests 3,130  1,344  846  (804)  2,885  

      

Total comprehensive income for the period (176,778) 30,392  (38,574) 7,415   3,190  

 
 

 

 

 
The accompanying Notes are an integral part of these condensed consolidated interim Financial Statements. 
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  The accompanying Notes are an integral part of these condensed consolidated interim Financial Statements. 

 

 

 

  Attribute to the owners of the Company  

    General       

    reserve from      

    transactions      

    with an     Non-  

  Share Share interested Translation Accumulated  controlling Total 

  capital premium party reserve deficit Total interests equity 

 US $’000 

 For the Nine months period ended  

 September 30, 2016 (unaudited) 

        

         

 Balance at January 1, 2016 (audited)  88   700,222   1,099,650   (303) (1,724,891) 74,766   3,976           78,742  

 Profit (loss) for the period     (171,230) (171,230) 3,178  (168,052) 

 Other comprehensive income for the period    (8,157) (521) (8,678) (48) (8,726) 

 Transaction with an interested party   1,633    1,633   1,633  

 Dividend paid to non-controlling interests in subsidiaries         (4,379) (4,379) 

 Balance at September 30, 2016  88  700,222  1,101,283  (8,460) (1,896,642) (103,509) 2,727  (100,782) 

 For the three months period ended September 30, 2016      

(unaudited) 

        

         

 Balance at July 1, 2016  88  700,222  1,100,742  (7,412) (1,858,270) (64,630) 1,881  (62,749) 

 Profit (loss)  for the period     (38,712) (38,712) 1,070  (37,642) 

 Other comprehensive income for the period    (1,048) 340  (708) (224) (932) 

 Transaction with an interested party   541    541   541  

 Balance at September 30, 2016  88  700,222  1,101,283  (8,460) (1,896,642) (103,509) 2,727  (100,782) 
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  The accompanying Notes are an integral part of these condensed consolidated interim Financial Statements. 

 

  Attribute to the owners of the Company  

    General       

    reserve from      

    transactions      

    with an     Non-  

  Share Share interested Translation Accumulated  controlling Total 

  capital premium party reserve deficit Total interests equity 

 US $’000 

 For the Nine months period ended  September 30, 2015 

(unaudited) 

        

         

 Balance at January 1, 2015 (audited)  88   700,222   1,097,461   3,623  (1,729,122) 72,272   7,118           79,390  

 Profit  for the period     31,920  31,920  2,948  34,868  

 Other comprehensive income for the period    (3,070) 198  (2,872) (1,604) (4,476) 

 Transaction with an interested party   1,638    1,638   1,638  

 Dividend paid to non-controlling interests in subsidiaries         (5,027) (5,027) 

 Derecognition of non-controlling interest as a result of the          

    realization of subsidiaries       (519) (519) 

 Balance at September 30, 2015  88  700,222  1,099,099  553  (1,697,004) 102,958  2,916  105,874  

 For the three months period ended September 30, 2015      

(unaudited) 

        

         

 Balance at July1, 2015   88   700,222   1,098,547   2,267  (1,706,937) 94,187   4,049          98,236   

 Profit  for the period     11,008  11,008  78  11,086  

 Other comprehensive income for the period    (1,714) (1,075) (2,789) (882) (3,671) 

 Transaction with an interested party   552    552   552  

 Derecognition of non-controlling interest as a result of the         

    realization of subsidiaries       (329) (329) 

 Balance at September 30, 2015  88  700,222  1,099,099  553  (1,697,004) 102,958  2,916  105,874  
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For the year ended December 31, 2015 (audited)         
Balance at January 1, 2015  88   700,222   1,097,461   3,623  (1,729,122)  72,272   7,118   79,390  

Profit for the year      2,253   2,253   4,283   6,536  

Other comprehensive income for the year    (3,926)  1,978  (1,948) (1,398) (3,346) 

Transaction with an interested party, net of tax    2,189     2,189    2,189  

Dividend paid to non-controlling interests in subsidiaries         (5,508) (5,508) 

Derecognition of non-controlling interest as a result of the         

 realization of subsidiaries        (519) (519) 

Balance at December 31, 2015  88   700,222   1,099,650  (303) (1,724,891)  74,766   3,976   78,742  

 

  The accompanying Notes are an integral part of these condensed consolidated interim Financial Statements. 

   Attribute to the owners of the Company  

    General       

    reserve from      

    transactions      

    with an     Non-  

  Share Share interested Translation Accumulated  controlling Total 

  capital premium party reserve deficit Total interests equity 

  US $’000 
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Nine months ended  

September 30 

 

Three months ended  

September 30 

 

Year ended 

December 31 

 2016  2015 2016  2015 2015 

 (Unaudited) (Unaudited) (Audited) 

 US $’000 

    

Cash flows from operating activities      

Profit (loss) for the period (168,052) 34,868  (37,642) 11,086   6,536  

      

Adjustments for:      

Depreciation and amortisation 74,080  74,075  24,883  25,555   99,034  

Impairment of tangible assets and other investments 1,115  7,357   757   7,357  

Net finance expenses   79,348  74,151  25,747  19,955   102,780  

Share of profits of associates (3,757) (7,224) (1,361) (1,485)  (9,397) 

Capital gain (14,388) (37,986) (13,523) (35,397) (34,614) 

Income taxes 14,38 9 14,078  6,083  4,872  (1,893) 

 (17,265) 159,319  4,187  25,343   169,803  

      

Change in inventories 6,604  25,290  323  6,301  33,851  

Change in trade and other receivables including derivatives 42,104  51,437  16,893  20,350   71,718  

Change in trade and other payables including derivatives 

  and deferred income 2,085  
 

(55,184) (4,525) 

 

(24,988) 
 

(71,874) 

Change in provisions and employee benefits (7,084) (17,444) (505) (7,342) (20,294) 

 43,709  4,099  12,186  (5,679)  13,401  

      

Dividends received from associates 3,379  4,273  2,218  1,021   5,438  

Interest received 948  2,198  138  578   3,065  

Income tax paid _(15,064) (13,494) (6,020) (4,403) (18,561) 

Net cash generated from operating activities __15,707  156,395  12,709  16,860  173,146  

      

Cash flows from investing activities      

Proceeds from sale of tangible and intangible assets,  

   investments and subsidiaries 22,093  
 

90,679  15,735  
 

68,937   109,682  
Disposal of subsidiary, net of cash disposed and exit from 

   consolidation  

 

(887)  

 

 (887) 

Repayment of long-term loan granted to associates  27,231   27,231  27,231   
Acquisition of tangible assets, intangible assets and      

   investments (9,769) (27,859) (2,509) (3,482) (31,356) 

Change in other investments and other receivables 97,177  (1,682) 25,168  (3,461) (1,127) 

Net cash generated from investing activities 109,501  87,482  38,394  89,225  103,543  
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Nine months ended  

September 30 

 

Three months ended  

September 30 

 

Year ended 

December 31 

 2016  2015 2016  2015 2015 

 (Unaudited) (Unaudited) (Audited) 

 US $’000 

Cash flows from financing activities    

Receipt of long term loans, capital lease and  

     other long term liabilities  

 

204   

 

204   204  

Repayment of borrowings (74,769) (111,659) (21,574) (47,037) (179,254) 

Change in short term loans (48,934) (4,655) (70,504) (4,844) (2,279) 

Dividend paid to non-controlling interests  (4,379) (5,027)  (329) (5,508) 

Interest paid (53,668) (62,007) (18,932) (22,852) (85,936) 

Other financial expenses paid  (4,744)  (2,744) (9,817) 

Net cash used in financing activities (181,750) (187,888) (111,010) (77,602) (282,590) 

      

Net change in cash and cash equivalents (56,542) 55,989  (59,907)  28,483  (5,901) 

Cash and cash equivalents at beginning of the period 218,740    230,376  220,910    255,887  230,376  
Effect of exchange rate fluctuation on cash held (2,371) (5,191) (1,176)  (3,196) (5,735) 

Cash and cash equivalents at the end of the period 159,827  281,174  159,827    281,174  218,740  

 

 

     

      

      

      

      

      

      

 
 

The accompanying Notes are an integral part of these condensed consolidated interim Financial Statements. 
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1 Reporting entity 
   

ZIM Integrated Shipping Services Ltd. (hereinafter - the "Company" or "Zim") and its subsidiaries 

(hereinafter – "the Group" or "the Companies") and the Group’s interests in associates, operate in the field 

of container shipping and related services.      

Zim is a company incorporated in Israel, with limited liability. The address of the Company’s registered 

office is 9 Andrei Sakharov Street, Haifa, Israel. 

2 Basis of compliance  

(a)      Statement of compliance  

 These condensed consolidated interim financial statements have been prepared in accordance with 

IAS 34 Interim Financial Reporting. They do not include all of the information required for full 

annual financial statements and should be read in conjunction with the consolidated financial 

statements of the Company as at and for the year ended December 31, 2015 (hereafter – the “annual 

Financial Statements”). These condensed consolidated interim Financial Statements were approved 

by the Board of Directors on November 30, 2016. 

(b)   Estimates 

          The preparation of Financial Statements in conformity with IFRSs requires management to make 
judgements, estimates and assumptions that affect the application of policies and reported amounts 
of assets, liabilities, income and expenses. The estimates and associated assumptions are based on 
historical experience and various other factors that are believed to be reasonable under the 
circumstances, the results of which form the basis of making the judgements about carrying values 
of assets and liabilities that are not readily apparent from other sources. Actual results may differ 
from these estimates. The significant judgments made by management in applying the Group’s 
accounting policies and the principal assumptions used in the estimation of uncertainty were the same 
as those that applied to the annual financial statements.  

  

  3       Significant accounting policies  

The accounting policies applied by the Group in these condensed consolidated interim Financial 

Statements are the same as those applied by the Group in its annual Financial Statements. 

 

  4       Events during the period and Subsequent events  

(a) The container shipping industry is dynamic and volatile and has been marked in recent years by 

instability as a result of a prolonged global economic crisis, continued deterioration of market 

environment which is characterized by slower growth of demand and worsening overcapacity 

combined with increased uncertainty due to the realigning of global alliances. This situation 

combined with carriers’ ambitions to increase and protect their market share led freight rates to fall 

sharply in most of the trades, mainly since the second half of 2015. The first half of 2016 continued 

to be very challenging. Container freight rates hit historical lows across major trades, as new vessel 

capacity was added, while market demand remained weak. During the third quarter, freight rates 

have increased in certain trades, following a filing for court receivership by one of the top ten 

companies in the industry. 

 

In view of the aforementioned continued deterioration in the business environment, the volatile 

bunker prices, and in order to improve the company’s results of operations and liquidity position, 

Management continues to optimize the Company’s network rationalizations including establishment 

of new partnerships, invest in upgrading customer services and constantly strive to create and 

maintain  efficiencies and cost reductions.  
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  4       Events during the period and Subsequent events (cont’d) 

However, continuation of this trend could negatively affect the entire industry and also affect the 

Company’s business, financial position, assets value, results of operations, cash flows and 

compliance with certain financial covenants.  

 

As of September 30, 2016 the Company’s total equity amounted to a negative balance of US$ 101 

million (compared to positive balance of US$ 106 million and US$ 78 million, as of September 30, 

2015 and December 31, 2015, respectively) and its working capital amounted to a negative balance 

of US$ 107 million (compared to positive balance of US$ 31 million and US$ 5 million, as of 

September 30, 2015 and December 31, 2015, respectively). 

 

During the period of nine months and three months ended September 30, 2016, the Company 

recorded operating loss of US$ 78 million and US$ 7 million, respectively (compared to operating 

profit of US$ 116 million, US$ 34 million and US$ 98 million, during the period of nine months 

and three months ended September 30, 2015 and the year ended December 31, 2015, respectively) 

and net loss of US$ 168 million and US$ 38 million, respectively (compared to net profit of US$ 

35 million, US$ 11 million and US$ 7 million, during the period of nine months and three months 

ended September 30, 2015 and the year ended December 31, 2015, respectively). 

 

As at September 30, 2016, the Company complies with its amended financial covenants, the 

Company’s liquidity amounts to US$ 186 million (Minimum Liquidity required is US$ 150 

million) - see also Note 12(c) to 2015 annual financial statements. 

 

In order to improve its financial position and liquidity, the Company took the following steps: 

 

(i) The Company approached some of its creditors for the purpose of rescheduling payments.  

Below are the main components of the agreements reached: 

1) Deferral of payments in a total amount of US$ 116 million (the “Deferred Amounts”), 

during a period of up to 12 months starting on September 30, 2016, each creditor with 

relation to its specific contracts. The repayment of the Deferred Amounts will begin as from 

January 1, 2018 on a straight line basis and will end on December 31, 2020 (the 

“Repayment Period”). In case any respective agreement expires before the end of the 

Repayment Period, the unpaid balance of Deferred Amounts will be paid in full upon 

expiration. 

2) The Deferred Amounts bear interest, at an annual rate of Libor + 2.8% paid quarterly in 

cash.  

3) The Company granted security over its rights and interests deriving from certain of its 

receivables, for securing the repayment of the Deferred Amounts. 

4) In case of excess cash, as defined in the rescheduling agreements, a mechanism of 

mandatory prepayments of the abovementioned rescheduled amounts and their related 

accrued interest, will apply. 

 

The binding approvals of such agreements were obtained following the balance sheet date. 

Accordingly, the modified terms of such agreements will be applied in the Company’s 

financial statements in the fourth quarter. In this respect, certain agreements of containers 

leases previously classified as operational leases will be reclassified as financial leases, 

resulting in recognition of additional assets and liabilities in a total amount of $73M. 

 

(ii) The Company obtained amendments to its financial covenants (other than the Minimum 

liquidity covenants, which remains US$ 150 million on September 30, 2016 and US$ 125 on 

December 31, 2016 and onwards ), as those described in Note 12(c) to 2015 annual financial 

statements, valid from December 31, 2016 through (and including) December 31, 2018.  
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4       Events during the period and Subsequent events (cont’d) 

Accordingly, below are the current financial covenants that the Company is required to 

stand: 

 

1) Fixed Charge Cover ratio - During the period starting on (and including) December 31, 2016 

and through (and including) December 31, 2017, all prior requirements are waived. In the 

following periods, the required ratio will gradually increase from 0.78:1 as required on 

March 31, 2018 to 0.99:1 as required on March 31, 2019 and remain in that level thereafter.  

   
2) Total Leverage ratio - During the period starting on (and including) December 31, 2016 and 

through (and including) December 31, 2017, all prior requirements are waived. In the following 

periods, the required ratio will gradually decrease from 23.69:1 as required on March 31, 

2018 to 6.64:1 as required on December 31, 2018 and remain in that level thereafter.  

 

The Company’s financial position, liquidity and the risk of deviation from financial covenants 

depend on the recovery of the shipping industry and especially the freight rates. Current economic 

conditions make forecasting difficult, and there is possibility that actual performance may be 

materially different from Management plans and expectations. 

 

In the opinion of the company’s management and its Board of Directors, the updated forecast and 

the abovementioned actions with regards to rescheduling of payments and covenants amendment, 

enables the Company to meet its liabilities and operational needs and to comply with the new set of 

financial covenants for a period of at least 12 months following the balance sheet date. 

 

 

(b) Impairment test 

Further to the recent trends in the shipping industry as discussed above, the Company tested its 

assets for impairment (mainly its fixed and intangible assets), as of June 30, 2016.  

For the purpose of IAS 36, the Company, which operates an integrated liner network, has one cash-

generating unit (hereinafter: CGU), which consists of all of the Company’s operating assets. The 

Company estimated its recoverable amount on the basis of its fair value less costs to sell, using the 

discounted cash flow (DCF) method. This measurement is a level 3 fair value measurement under 

IFRS 13.  

The Company’s assumptions were made for the period ended on December 31, 2020 and a 

representative year intended to reflect a long-term, steady state. The key assumptions are set forth 

below:  
 

 A detailed cash flow for the abovementioned period, based upon the Company’s business plan.  

 Bunker price: according to the future price curve of fuel. 

 Freight rates: a compound annual growth rate of 1.4% over the projection period. 

 Increase in aggregate TEU shipped: a compound annual growth rate of 3.0% over the projection 

period, which is in line with the expected trends in the trades the company is planning to focus 

on. 

 Charter hire rates: contractual rates in effect as of June 30, 2016, and assuming anticipated 

market rates for renewals of charters expiring in the projection period.  

 Discount rate of 9.5%. 

 Long-term nominal growth rate of 1.5%, which is consistent with the expected industry average.  

 Capital expenditures that are less than or equal to the Company’s expected vessel depreciation;  

 Payment of tax at the Company’s corporate tax rate of 25%; also assumes expected use of tax  

losses.  
 

The impairment test resulted with a recoverable amount exceeding the carrying amount of the CGU, 

by an amount ranging between approximately US$ 291 million and US$ 330 million. Therefore, no 

impairment was recognized in the financial statements in respect of the CGU. 



              ZIM INTEGRATED SHIPPING SERVICES LTD.   

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

 14 

4       Events during the period and Subsequent events (cont’d) 

Although the Company believes the assumptions used to evaluate the potential impairment of its 

assets are reasonable and appropriate, such assumptions are highly subjective.  

There can be no assurance as to how long bunker prices and freight rates will remain at their 

current levels or whether they will increase or decrease by any significant degree. Freight rates may 

remain at depressed levels for some time, which could adversely affect the Company’s revenue and 

profitability.  

 
 

Change by 100 bps in the following assumptions will result in an increase (decrease) in the fair 

value of the recoverable amount as follows: 

 

  Increase Decrease  

  By 100 bps 

 US$  million 
 

              Discount rate  (130) 164  
    

              Terminal growth rate  

 

 106  (83) 

    

(c)  During the reported period, the Company’s Board of Directors approved the usage of the US$ 200 

million invested in its share capital by IC in the framework of the 2014 restructuring - See Note 

1(b)(i) to the 2015 annual financial statements. As of the approval date of the financial statements, 

the Company used US$ 160 million out of such amount. 

 

(d)  Credit facility - During the first quarter of 2016, the company made its first withdrawal and 

obtained an amendment to prevent an anticipated breach of one of the transaction related covenants 

(Day Sale Outstanding Ratio) - see Note 12(d) to the 2015 annual financial statements. During the 

second quarter, the Company obtained an additional amendment related to such covenant. During 

the third quarter, the Company and the financial institution which provides the facility, reached an 

agreement, according to which all amounts previously drawn (in the total amount of US$ 41 

million) were repaid. Following the balance sheet date, the facility was terminated in mutual 

agreement. 

 

(e)  During the third quarter of 2016, the group sold real-estate assets, resulted with a capital gain in the 

amount of US$ 14 million. 

 

(f) During the second quarter of 2016, the derivative action related to the 2014 debt restructuring, as 

disclosed in note 26(c) to the 2015 annual financial statements, was rejected by the court. During 

the third quarter, an appeal was filed by the petitioner. 

 

(g) Class action - Further to the details disclosed in Note 26(d) to the 2015 annual financial statements, 

Management believes, based on its legal advisors, that due to the early stages of the proceeding, the 

possible outcome cannot be reliably estimated. 

 

 

 

5 Financial instruments  
 

 

Financial instruments measured at fair value for disclosure purposes only 
 

The carrying amounts of the Group’s financial assets and liabilities are the same or proximate to their fair 

value, except as follows:  
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5 Financial instruments (cont’d)  

 
 Carrying amount Fair value Level 2 

       
 September 30 September 30 December 31  September 30  September 30 December 31  

 2016 2015 2015 2016 2015 2015 

 US $’000 US $’000 
 

Debentures  (433,979) (436,189) (428,003) (417,129) (422,003) (384,662) 

Long-term loans        

and other liabilities  (763,555) (847,534) (798,733) (763,371) (856,128) (798,382) 

 


