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REPORT ON REVIEW OF

INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
To THE BOARD OF DIRECTORS OF ARAB POTASH COMPANY
AMMAN - JORDAN

Introduction

We have reviewed the accompanying interim condensed consolidated financial
statements of Arab Potash Company - Public Shareholding Company and its
subsidiaries (‘the Group’), comprising of the interim consolidated statement of
financial position as at 31 March 2011 and the related interim consolidated
statements of income, comprehensive income, changes in equity and cash flows for
the three month period then ended and explanatory notes. Management is
responsible for the preparation and presentation of these interim condensed
consolidated financial statements in accordance with International Financial
Reporting Standard IAS 34 Interim Financial Reporting (“IAS 347). Our responsibility
is to express a conclusion on these interim condensed consolidated financial
statements based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review
Engagements 2410, “Review of Interim Financial Information Performed by the
independent Auditor of the Entity”. A review of Interim financial information consists
of making inquiries, primarily of persons responsible for the financial and accounting
matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International
Standards on Auditing and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might be identified in an

audit. Accordingly, we do not express an audit opinion.
Conclusion

Based on our review, nothing has come to our attention that causes us to believe
that the accompanying interim condensed consolidated financial statements are not
prepared, in all material respects, in accordance with IAS 34.

Amman - Jordan éMIAt + gﬁ U a
26 April 2011

A rnember firm of Ernst & Young Global Limited




ARAB POTASH COMPANY
INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2011

31 MARCH 31 DECEMBER
2011 2010
(Unaudited) (Audited)
ASSETS JD "000" JD 000"
Non-current assets
Property, plant and equipment 453,610 409,719
Projects in progress 10,611 62,009
Strategic spare parts 21,792 20,842
Investments in associates 57,492 52,775
Financial assets at fair value through other comprehensive income 922 -
Available-for-sale financial assets - 1,103
Deferred tax assets 2,102 2,102
Employees’ housing loans 19,274 18,921
565,803 567 471
Current assets
Employees’ housing loans 1,900 1,858
Accounts receivable 139,626 134,958
Inventories 24778 11,878
Spare parts and supplies 17,848 17,868
Other assets 55,630 39,146
Cash and short-term deposits 257,302 234,860
497 084 440,568
Total Assets 1,062,887 1,008,039
EQuITY AND LIABILITIES
Equity attributable to equity holders of the parent
Issued capital 83,318 83,318
Statutory reserve 50,464 50,464
Voluntary reserve 80,699 80,699
Cumulative changes in fair value 265 446
Retained earnings 659,276 604,956
Total equity 874,022 819,883
Non-current liabilities
Long term loans 19,262 20,112
Contingent liability reserve 782 5,521
Other non-current liabilities 30,132 12,634
__ 50176 38,267
Current liabilities
Current portion of long term loans 12,434 11,625
Trade payables and accruals 26,579 42,902
Income tax payable 37,113 28,599
Other liabilities 62,563 66,763
138,689 149,889
Total liabilities 188,865 188,156
Total Equity and Liabilities 1,062,887 1,008,039

The attached notes 1 to 7 form part of these interim consolidated financial statements




ARAB POTASH COMPANY
INTERIM CONSOLIDATED INCOME STATEMENT
FOR THE THREE MONTH PERIOD ENDED 31 MARCH 2011

For the three months ended

31 March 31 March
2011 2010
(Unaudited)
Notes JD "000” JD “000"
Sales 4,5 147,433 106,720
Cost of sales (_73.479) (_64.457)
Gross profit 4 73,954 42 263
Selling and distribution expenses ( 4,376) { 3,847)
Administrative expenses ( 2,742) { 2,595)
Royalty to the Government of Jordan 1 (11.731) ((7.760)
Operating profit 55,105 28,061
Finance revenue 2,628 1,502
Finance costs ( 432) { 843)
Other income 749 1,386
Other expenses ( 690) ( 445)
Net foreign currency exchange differences 1,019 (__252)
Profit before (losses) gain from
associates and tax 58,379 29.409
Share of profit (loss) of associates 4,716 ( 1,127)
(Loss) gain from revaluation of
Islamic Development Loan ( 196) 314
Loss for Jordan Magnesia Company ( 62) ( 61)
Profit before tax 62,837 28535
Income tax expense 6 (_8517) (_4.812)
Profit for the period —94.320Q 23,723
Earnings per share
Basic and diluted, for profit for the period attributable
to ordinary equity holders of the parent 4D 0.652 4D 0,285

The attached notes 1 to 7 form part of these interim consolidated financial statements




ARAB POTASH COMPANY
INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE THREE MONTH PERIOD ENDED 31 MARCH 2011

For the three month period ended
31 March 31 March
2011 2010
{Unaudited)
JD “000" JD “000"

Profit for the period 54,320 23,723

Other comprehensive income, net of tax:

Change in fair value for financial assets through

other comprehensive income ( 181) -
Change in fair value for available for sale investments - 24
Total comprehensive income for the period 94,139 23.747

The attached notes 1 to 7 form part of these interim consolidated financial statements




ARAB POTASH COMPANY
INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE THREE MONTH PERIOD ENDED 31 MARCH 2011

Three month period ended
31 March 2011

Balance at 1 January 2011

Profit for the period
Other comprehensive income

Total comprehensive income

Balance at 31 March 2011
(Unaudited)

Three month period ended
31 March 2010

Balance at 1 January 2010

Profit for the period
Other comprehensive income

Total comprehensive income

Balance at 31 March 2010
(Unaudited)

Cumulative
Issued Statutory Voluntary changein Retained Total
capital reserve reserve  fair value earnings equity
JD “000" JD 000" JD*000" JD*000" JD*000" JD “000"

83,318 50,464 80,699 446 604,956 819,883
- - - 54,320 54,320
- - - ( 181) - ( 181)
- - - ( 181) 54,320 54,139
83,318 50,464 80,699 265 659,276 874,022
83,318 50,464 80,699 375 500,629 715,485
- - - 23,723 23,723
- - - 24 - 24
- - - 24 23,723 23,747
83,318 50,464 80,699 399 524,352 739,232

The attached notes 1 to 7 form part of these interim consolidated financial statements




ARAB POTASH COMPANY
INTERIM CONSOLIDATED CASH FLOWS STATEMENT

FOR THE THREE MONTH PERIOD ENDED 31 MARCH 2011

OPERATING ACTIVITIES

Profit for the period before tax
Adjustments-
Depreciation
Interest income
Interest expense
(Gain) Loss from investments in associates
Loss (gain) from revaluation of Islamic Development loan
Loss for Jordan Magnesia Company
Compensation and death provision
End of service indemnity provision

Working capital changes:
(Increase) decrease in accounts receivables
(Increase) decrease in Inventories
(Increase) decrease in spare parts
Increase in other assets
Decrease in trade and other payables
Increase (decrease) in other liabilities
Income tax paid

Net cash flows from operating activities

Investing Activities

Purchase of property, plant and equipment
Payments on projects in progress

Interest and commission received
Employees’ housing loans

Net cash flows used in investing activities
FINANCING ACTIVITIES

Repayment of loans
Interest and commission paid

Net cash flows used in financing activities
Net increase in cash
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 March

For the three months

ended 31 March

2011 2010
{Unaudited)

JD "000" JO “000”
62,837 28,535
14,556 9,776

( 2628) ( 1,502)

432 843

( 4,716) 1,127

186 ( 314)
62 61
171 -
335 -
71,245 38,526

( 4,667) 17,003

( 12,900) 7.627

{ 930) 279

( 16,484) ( 2,578)

( 16,323) ( 14,130)
7,774 ( 17,916)

- (__14,786)
27,715 14,025

( 1,989) ( 1,144)

( 4464) ( 3,509)
2,628 1,502

{ 395) ( 164)

(__4,220) (__3.315)

( 621) ( 1,364)

{ 432) ( 843)

(__1.083) (__2,207)
22,442 8,503

234 860 131,555

57,302 140,058

The attached notes 1 to 7 form part of these interim consolidated financial statements




ARAB POTASH COMPANY
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS {UNAUDITED)
31 MARCH 2011

1. GENERAL

The Arab Potash Company “APC”, “the Company”, a public shareholding company, was
founded and registered on July 7, 1956 in Amman - Jordan. During 1958, the Company was
granted a concession from the Government of Jordan to exploit the minerals and salts of the
Dead Sea brine. The concession expires after 100 years from the grant date, after which,
the Company’'s factories and installations become the property of the Government of
Jordan. The concession agreement was amended during 2003 in accordance with the
Temporary Law Number (55) of 2003, whereby amendments included the annual rent fees
for lands within the concession area, the concession area borders and the exclusive rights
given to the Company. On 11 May 2010 the Government of Jordan and APC agreed to
amend the lease fee of the concession land in Ghour Al Safi site to JD 1,500,000 million per
annum; and the lease fee shall be increased annually in accordance with the Consumer
Price Index. Under the terms of the concession, the Government of Jordan is entitled to a
royaity of JD 8 for each ton of potassium chloride, ("Potash”) exported by the Company. On
12 February 2008 the Council of Ministers resolved to increase the royalty fees to JD 15 for
each ton exported, effective 17 March 2008. And on 5 August 2008 the Council of Ministers
resolved to increase the royalty fees to JD 125 for each ton exported, effective 16
September 2008 with maximum royalty payable is limited to 25% of the Company's net
profit after tax for the year.

The authorized and paid in capital is 83,318,500 shares with a nominal value of JD 1 per
share, The Company issued Depository Receipts (GDRs) which are listed on the London
Stock Exchange. Each GDR represents one ordinary share with a nominal value of JD 1 per
share,

Currently, the Company and its subsidiaries (the Group) produce and market Potash, Salt
and Potassium Nitrates Di-Calcium Phosphate and mixed salts and mud in the international
market.

21 BASIS OF PREPARATION

The interim condensed consolidated financial statements for the three-month period to 31
March 2011 have been prepared in accordance with International Accounting Standard 34,
Interim Financial Reporting.

The interim condensed consolidated financial statements do not contain all information and
disclosures required for full financial statements prepared in accordance with International
Financial Reporting Standards, and should be read in conjunction with the Group's annual
financial statements as of December 31, 2010. In addition, results for the three-month
period ended March 31, 2011 are not necessarily indicative of the results that may be
expected for the financial year ending December 31, 2011.

The accounting policies used in the preparation of the interim condensed consolidated
financial statements are consistent with those used in the preparation of the annual financial
statements for the year ended December 31, 2010 except of the following:




IFRS 9 Financial Instruments

Effective January 1, 2011 the Group has early adopted IFRS 9 “Financial instruments”. The
early adoption option by IFRS 9 during 2011 allows the Group not to restate the
comparative figures.

There was no effect on the retained earnings and the fair value reserve as at 31 March
2011 as a resuit of adopting IFRS 9, Investments previously classified as available for sale
was classified as financial assets at fair value through other comprehensive income.

IAS 24 Related Party Disclosures (Amendment)

The amended standard clarified the definition of a related party to simplify the
identification of such relationships and to eliminate inconsistencies in its application.
This amendment will have no impact on the Group’s financial position as at the date of
the interim condensed consolidated financial statements,

IAS 32 Financial Instruments: Presentation — Classification of Rights Issues
(Amendment)

The standard amended the definition of a financial liability in order to classify rights
issues (and certain options or warrants) as equity instruments in cases where such
rights are given pro rata to all of the existing owners of the same class of an entity's
non-derivative equity instruments, or to acquire a fixed number of the entity’s own equity
instruments for a fixed amount in any currency. This amendment will have no impact on
the Group’s financial position as at the date of the interim condensed consolidated

financial statements.
2-2 BAsIS OF CONSOLIDATION

The consalidated financial statements comprise the financial statements of the Company
and its subsidiaries. The financial statements of the subsidiaries are prepared for the same
reporting year as the parent company, using consistent accounting policies.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the
Company obtains control, and continue to be consolidated until the date that such control

ceases.

All intra-company balances, income and expenses and unrealized gains or losses resulting
from intra-company transactions are eliminated in full.

The following subsidiaries have been consolidated:
Percentage of

Paid in capital Ownership
{Thousands of shares) %
Jordan Magnesia Company 30,000 55.3
Arab Fertilizers and Chemicals
Industries (KEMAPCOQ) 29,000 100
Numeira Mixed Salts and Mud Company 800 100
Jordan Dead Sea Industries (JODICO) 100 100
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3. LEGAL RESERVES

The accumulated amounts in this account of JD 50,464,000 represent 10% the Company's
net income before income tax which were deducted during the previous yesrs according to
the Companies Law. The Company has the option to cease such appropriations when the
balance of this reserve reaches 25 % of the Company's authorized capital. The Company
decided in 2005 to cease appropriations to the statutory reserve. The statutory reserve is
not available for distribution to equity holders.

4. SEGMENT INFORMATION

The company is comprised of the following operating segments:

¢ Producing potash and salt through Arab Potash Company.
¢ Producing potassium nitrate and di calcium phosphate through Arab Fertilizers and

Chemical Industries (KEMPACQ)
¢ Producing mixed salts and mud through Numeira Company.

Following is a breakdown of the segment information for the above operating segments:
Three moenths ended 31 March 2010

Three months ended 31 March 2011

Arab Arab
Potash Numeira Potash Numeir
Co. KEMAPCO Co, Total Co, KEMAPCO acCo. Total
JD
JD “000° JD "000” JD 000" JD 000" JD 000" JD “000" 000" JO “000"
Sales to external
t S
customar 126,299 20,882 252 147,433 92,973 13,439 308 106,720
inter-company
salas
6,544 - 182 6,726 5,793 - - 5,793
132,843 20,882 434 154,159 98,766 13,439 308 112,513
Segment Gross
Profit 67,881 5,968 105 73,954 41,431 772 80 42,263
As of 31 March 2011 As of 31 December 2010
JD
JO “000" JD *000" JO *000" JD “000" JO “000" JD 000" 000" JD “000"
Total Assets 994,288 67,574 1,025 1,062,887 943,631 63,289 1,119 1,008,039
Total Liabilities 179,276 9,350 240 188,865 164,860 22,893 403 188,156




5. INDUSTRY SEGMENT AND GEOGRAPHIC AREA

Following is a summary of sales by company and customer’s geographical location for the
three months ended 31 March 2011and 2010:

Threa months ended 31 March 2011 Three months ended 31 March 2010
Arab
Arab Numeira Potash KEMAPC Numeira
Potash Co. KEMAPCO Co. Total Co. 0 Co. Total
JD "000" JD “000” JD “000" JD 000" JD 000" JD “000" JD*000*  JD 000"
Far East 37.830 €88 2 38,520 45,610 586 - 46,196
China & {ndia 64,754 1,363 2 66,119 24,351 120 2 24,473
Eurcpe 7,124 11,434 4 18,562 7,785 8,849 6 16,640
America & Australia 86 2,252 - 2,338 - 1,365 - 1,365
Middla East 10,221 3,106 244 13,571 9,359 1,638 300 11,295
Africa 6,284 2,039 - 8,323 5,868 833 - 6,751
Total 126,299 20,882 252 147,433 92,973 13,429 308 106,720
6. INCOME TAX

The provision for income tax for the periods ended 31 March 2011 and 31 March 2010 has
been calculated in accordance with the temporary Income Tax Law number (28) for 2009.

The Income Tax Department reviewed the Company's records for 2004 and 2005 and
estimated an amount of JD 6,589,000 in excess for the aforementioned years. This issue
has not been resolved and the Company has appealed the decision of the Income Tax
Department before the concerned court.

The Income Tax Department Re-opened the Arab Potash Company's records for 2007
regarding the acquisition of Arab Fertilizers and Chemicals Industries (KEMAPCO) and
issued a claim against the Company by JD 2,215,625. Arab Potash Company has filed a
lawsuit with the court of first instance to prevent the claim issued by the income and Sales
Tax Department for the aforementioned amount. The issue has not been resolved as at the
date of the interim condensed consolidated financial statements.

The Income Tax Department rejected The Company's right for the tax discount which
relates to 2008 income tax by an amount of JD 146,280. The issue has not been resolved
as at the date of the interim condensed consolidated financial statements.

The Income Tax Department has reviewed the Company's records for the years 2006 and
2009 and has issued the final tax clearance for these years.




7.

LITIGATION

The Group was named as plaintiff in the following lawsuits:

1- Dike No. 19 cases

a- APC raised an arbitration case against ATA, the contractor of Dike19 claiming

JD37,477,000. An arbitration agreement was signed between the parties on 10
April 2001. The Arbitration Committee issued a majority ruling on 30 September
2003 where it has rejected APC's claim and awarded ATA Company a sum of JD
5,907,000 for the counter claim it had filed against APC before the same
arbitration panel. APC appealed the Arbitration Committee ruling on 29 Qctober
2003. The Court of Appeal accepted APC's appeal whereby the Arbitration
decision and the Arbitration Clause in the Contract was cancelled. ATA took the
case to the Cassation Court, and the Cassation Court issued its decision
upholding the Court of Appeal decision. APC has filed a lawsuit accordingly.
During 2008 APC filed a lawsuit against ATA Company in the Jordanian courts
claiming ATA Company for the damages sustained from Dike 19 collapse. The
lawsuit is under process as of the date of the interim condensed consolidated
financial statements.

b- ICSID case submitted by ATA against the Jordan Government

ATA registered an arbitration case in the International Center for the Settlement of
Investment Disputes {(ICSID) in Washington DC against the Jordan Government
claiming that the Jordan courts (Appeal and Cassation) were biased against ATA
after they annulled the majority arbitration decision and extinguished the
arbitration clause in the contract. By doing so ATA claims that the Jordan
Government violated the Turkey — Jordan Bilateral Treaty by failing to protect ATA
investment. The hearings were held as scheduled during the first week of October
2009. The Dikes Committee suggested to ATA to transfer the dispute with them
over the failure of Dike 19 from the Courts to Arbitration in accordance with the
contract. On November 10, 2009, ATA refused the suggestion. As scheduled on
December 3rd 2010, both parties submitted their answers to the Tribunal post
hearings questions,

The final award was rendered on May 18, 2010 dismissing all of ATA claims
except restoring its right to go to arbitration in accordance with the agreement
signed between APC and ATA on May 2, 1998.

On July 1st 2010, the Government submitted to the ICSID an application for the
interpretation of Rule (5) of the ICSID Award after ATA claimed that they only
have the right to go to arbitration to insure that APC has exact right as ATA (after
ATA claimed that they only have the right to go to arbitration) in accordance with
Clause 67.3 of the May 2nd, 1998 Agreement signed between APC and ATA.

The ICSID Tribunal on March 8, 2011 released its decision that ailowed APC's
interpretation of order no. (5) and confirmed our right to arbitration in accordance
with the Agreement signed between the parties on May 2, 1998. Furthermore, the
Tribunal ordered both parties to comply with order no. (4) of the original award to
drop the court case "immediately and unconditionally" .




2. Lawsuit raised against Middle East Insurance Company, the insurer of Dikes 19
and 20 during construction (issuance of CAR insurance Policy), whereby APC is
claiming JD 27,518,000. On May 31st 2009, the Court of First Instance rejected
MEIC request to invite Gibb as a joint respondent in this case and decided to
praceed with the original case. However, on June 15th 2009 the MEIC appealed
the case. On November 1st 2009, the Court of Appeal rejected the Court of First
Instance decision and accepted the MEIC appeal to invite Gibb as a joint
respondent in this case. On December 22nd 2009, APC sent the case to the
Court of Cassation,

The Court of Cassation on March 3, 2011, agreed with the Middle East Insurance
request to invite Gibb as a second Respondent in this case

3. Dike No.18 case

Lawsuit against ATA Company, the contractor of Dike 18. ATA filed for the
dismissal of the case on the grounds that there is an arbitration clause in the
Construction Contract. The First Instance Court accepted ATA's request. APC
appealed the ruling for which a refusal decision was issued on 14 July 2004,
APC took the case to the Cassation Court and the said court upheld the Court of
Appeal decision. It was agreed between the parties to form an arbitration panel in
which each of the parties has nominated an arbitrator and agreed on a third
arbitrator who has accepted the mission. The first arbitration panel hearing was
held on 4 July 2009. On September 30, 2009, the Company presented its initial
claim to the Arbitration panel to quantify the damages caused to Dike 18 and the
claim exceeded JD 24.9 million. The Respondent (ATA) submitted their
Statement of Defence and Motion to Dismiss on 2nd January 2010 as scheduled.
The Company prepared their reply on both and submitted to the Tribunal as
scheduled on February 15th 2010,

On November 24th 2010, a one day hearing was held in Amman to look into the
motion application by ATA to dismiss the case based on time-bar. Only Mr. Joost
of Royal Haskoning gave his oral testimony on this issue. Upon the completion of
the hearing the Arbitral Tribunal granted the parties until Dec. 29th 2010 to submit
their final pleadings. No date was set for the final decision on the issue of time-
bar.

4. There are a number of individual claims filed against APC by a number of
employees relating to medical insurance claims. The outcome of these claims is
estimated to reach JD 9,412,000 as at the date of the interim condensed
consolidated financial statements.

5 A dispute exists between the Arab Fertilizers and Chemicals Industries
(KEMAPCO) and Haymour Cousins Contracting Company, the contractor who
executed work related to construction of a pipe-line. According to the Company,
the pipe-line was delivered with incorrect specifications and was rejected during
the testing phase. The Company installed another pipe-line at an approximate
cost of JD 602,000 and incurred additional costs of JD 450,000. The Company
has retained amounts due to the contractor amounting to JD 592,000 and holds a
performance contractual retention amounting to JD 463,000. Furthermore, the
Company believes it has the right to claim for liquidated damages in the amount
of JD 695,000. The outcome of this case is not known as of the approval date of
the interim condensed consolidated financial statements.

-6-




6. A dispute between Albemarle Holding Company (AH) and Arab Potash Company
(APC) on the method of computing the shares of profit and loss in Jordan
Bromine Company was resolved on 31 March 2010. APC agreed to revised the
method of computing the shares of profit and loss and this resuited in
redistribution of dividends from APC to Albemarle of JD 10,715,092 As of 31
December 2010, the amount of redistribution remaining is 456,414 to be settled
from the next declared dividend of JBC.

According to the Group's management, there is no need to provide for any additional
amounts regarding the above lawsuits as at the date of the interim condensed
consolidated financial statements.




