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Arah Fertilizers &Chemicals Industries LTD:

This company cormmenced commercial
praduction in 2003 and capital investment
reachad JD 100 Millian, Losses were 13,1
million JO in 2003, 17.4 miltion JO in 2004, 5.6
million JO in 2005 and 8.7 milllon JO in 2006,

Kemapco received 42 million D as financiat
suppart from APC and Kemira in the period
form 2003 to 2008, APC share was 21 million
JO,

©in February 1,2007 the company entersd intg
a share transfer and settlemant agreement with
Kemira Agro whereby all of the shares of
Kemapeo owned by Kemira Agro were sold to
the company for one dinar.

Kemapeo is now a 100% owned subsidiary of
the company.

Jordan Bromine Company:

The company commenced commercial
production in 2003, The capital investment
reached 102 million JD. It production is
marketed through Albemarle Corparation/USA
based on the marketing agreemeant with tham.
This company realized a profit of 14.6 million
JO in the half year of 2008 of which APC's
share is 30 percent.

Jordan  Dead Sea  |ndustries  Cormpan
JODACOY: ’ '
This company was established in the year
1894 as a holding company with 8 share
capital of 60 million JD o oversee the activitias
of investments and satting up downsiream
industries from Dead Sea minerals, with the
exceplion of potash industries, APC
participated with 51 énercent of the company's
share capital. JODICO established Jordan 3ahi
Salt Company in the year 1896, Jordan
hMagnesia Company in the year 1987, and
Jordan Bromine Company in the year 1999,

Bé establishing these three companios,
JODICO fulfilled its mission, and in 2001 it
was converied into a limited liability company
with a nominal capital of 100,000 D following
the purchase by APC of its fixed asasts and all
of its investments in Jordan Bromine Company,
Jordan Magnesia Company, and Jordan Safi
Salt Company,

In 2005, APC purchased the shareholding of
Arab Patash Cumpanﬁ Employees Saving
Fund w1 JODICO at which time it became
wholly owned by the Caompany.
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Nippon-Jordan Fertilizers Comoany:

This cempany was established in 1999 to produce
ahosphate ammanium fertilizer and to_market the
production in the Japanese Market. APC owns 20
percent of this company.

(Fourth)

Future Plan

The campany is looking forward to:

1.

2

Froduction level to the minimum of (1.%) miliion
tans by the and of the year 2008.

Selling the whole production by the

end of the year 2008.

Proceed with the production expansion project

tv enhance production capacity to around 2.5
millicn tons.

Proceed with the Company's reorganization
accarding ta the new Organizational Structura.
Strengtnening and improving the strategic

status of APC vis-a-vis global markets,
marketing of all of its products while
maintaining the quality of the prodoct and its

development in accordance with the market
nesds,
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REPORT QN REVIEW OF INTERIM CONDENSED GONSOLIDATED FINANCIAL STATEMENTS
To THE CHAIRMAN AND MEMBERS OF

THE BoarRD OF DIRECTORS OF

ARAB POTASH COMPANY

AMMAN — JORDAN

Introdugtion

We have reviewed the accompanying interim condensed consolidated financial
statements of ARAB POTASH COMPANY, tomprising of the interim consolidated balance
shest 2s at 30 June 2008 and the related interim consolidated statements of income,
changes in equity and cash fiows for the six months period then ended and explanatory
notes. Management is responsible for the preparation and presentation of these interim
condensed conselidated financial statements in actordance with Internationat Financial
Reporting Standard 1AS 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 Intarnational Standard on Review
Engagements 2410 "Review of Interim Financial Information Performed by the
independént 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 Intemational Standards on
Auditing and conseguently does not enable us to obtain assurance that we would
trecome aware of all significant matters that might be identified in an audit. Accordingly,
we do not expréss an audit opirmon.

Conclusion

Based on aur review, nathing has come to our attention that causes us to beliove that
the accompanying interim condensed consolidated financial statements are not
prepared, in all material respects, in accordance with 1A3 34.

PRRLY g
Amman — Jordan - W
258 July 2008



ARAB POTASH COMPANY
INTERIM CONSOLIDATED BALANGE SHEET
&S AT 30 June 2008

——

0 JuNE 31 DECEMBER

NOTES 2008 2007
{Unaudited) [Audited)

ABSETS JO a0t JOMoao
Non-current assets
Property, plant and equipment 114,907 109,347
Projects in progress 88,287 76 268
Strategic spare parts 22,454 20,968
Loan granted to Jordan Bromine Company 4,254 4254
Investments in associates 35,087 34 899
Available-for-sale investments _ 1,097 1,048
Dieferred tax assets 1 gggﬁ 2,006
ther assets B 15,080

754 815 753698
Current assets
Accounts receivable 128,101 97 928
Inventories 8,829 12,504
Spare pars 21,304 18,751
Other assets 44 051 47 9548
Cash and short-tenm deposits 71.098 102 384

271,383 278,578
Total Assets 266 198 543,224

EQuiTy AND LIABILITIES

Equity attributable to equity holders of the parent 11

Issued capital 83,318 83.318
Statutory reserve 20,484 20,464
Yoluntary resenve B0,699 80,693
Cumulative changes in fair value - 408 361
Retained earnings 205 862 174 118
Total equity 420 752 388,981
Non-current liabilities
Interest-kearng Ioans and borowings 50,068 53,351
Cantingent iiahility reserve 7 4171 4 004
Other reserves 10,188 6,707
g4 457 G4 062
Current liabilities
Due to bank 172 172
Interest-hearing loans and borrowings 11.899 12,501
Trade and ather payables 25.531 27,711
Cther liabilities 43,387 49,817
80.5889 80 201
Total liabllities 145 446 154 283
Total Equity and Liabilities 556,198 543,224

The attached notes 1 to 12 form part of thase interim consolidated financial statements




ARAB POTASH COMPANY
INTERIM CONSQOLIDATED INCOME STATEMENT (UNAUDITED)
FOR THE THREE MONTHS AND SIX MONTHS ENDED 30 JUNE 2008

Three months period ended Six months period anded
30 JuNE 30 JuNE 30 JUNE 30 JuNE
MNOTES 2008 2047 2908 2007
JO oot JO ool J0O 020" JO oon”
Sales, net 5 144,160 7{,396 234,787 137 460
Cost of sales 81,331 28,118 108,138 72,842
Gross profit 4 82.829 31,280 126,649 84,518
Less;
Selling and distribution expenses 4073 4 346 F151 7121
Administrative expenzas 850 1,831 4381 4 083
Raoyalty to the Government of Jordan & 6,964 3,306 10,863 B B6g
Profit from operations 70,845 21,797 104,454 45,470
Finance revernues 1,749 2,337 3.633 5724
Finance cost { 1,013 [ 883) [ 1,883) { 1.907)
Dither income a8 1.233 G586 1,912
Other expenses [ 5,118} [ 485) { 8,320} (1,428}
Met forgign cumrency exchange differences { 1,051 326 { B84 583
Profit before gain [tosses) from
assgociates and tax 63,894 24,345 99 7BE 48 364
Share of prafit of associates 3,318 1.416 5218 4,213
Gain from Jerdan Magnesia Company 7 274 24 870 - 23,582
Gain {lass) from revaluation for [slamic Development
Bank loan For Jordan Magnesia Company 7 180 ga { 948 [ a2
Excess from the acquisiton of Arab Ferilizers -
and Chemicals Industries (KEMAFCQ) 8 - - - 8747
Faversal of provision g - - - 22 200
Profit before tax 64658 50.700 104,058 108,084
Income tax expanse 10 {_8 868} { 5158} (13582 (10108}
Profit for the period B0.788 45,542 20084 47 878
Earnings per share
Bazic and diluted. for profit for the period attributable
10 ordinary egquity halders of the parent JO 0.730 JD 0,547 J01.081  JO 178

The attached notes 1 to 12 form part of these interim consolidated financial statements



ARAg POTASH COMPANY
INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE &I1X MONTHS ENDED 20 JUNE 2008

Cumulative
Issuad Statutony Woluntary change in Fatgined Total
capital resarve Heserve fair valug _Barnings equity
JD oot Jb a00” JO OG0T J000” JO oog” JO 000t
Al 1 January 2008 83314 50 464 80,688 351 174,118 3E8.961
Change in fair vaiue e - 45 - 48
Total ingome and expense for the period
recogmised directly in edquity - - n 48 - 45
Profit for the period A - - 20066 _ . 80,088
Total inceme and expense for the period - - - 48 a0.086 50,114
FPad dividends (MNote 11) i - - 58323 _ (58,323
At 30 June 2008
{Unauditad} 83,318 50,464 goBge 408 205 B52 420.752
At tanuary 2007 #3318 50,464 80,659 147 63 085 A
Change in fair value - - - 19 - 18
Tatal ingome and expense for the period “"'
recognised directly in eguily - - - 18 - 1%
Profit for the pengo - - - - 87.878 §7.978
Total income and expensa for the period - - - 19 27 876 a7 885
Fard dividends - - - - (28 161) 128,161}
At 30 June 2007
(Unaudlied) 83,314 50 464 a,65% 166 121,804 336.551

The attached notes 1 to 12 form part of these interim consclidated financial statements




ARAB POTASH COMPANY
INTERIM CONSOLIDATED CASH FLOWS STATEMENT

FOR THE S1X MONTHS ENDED 30 JUNE 2008

Far the six months ended 30 June
— _Zobs 2007

(L r@ucdited’
MNotes JO 00 Jd0 000
OPERATING ACTIVITIES
Profit for the period before tax 104,058 108,084
Adjustments to reconcile profit before tax to nst cash flows:
Depreciation 11.243 10,151
Finance revenus { 3,833 [ 3,724)
Finance cost 1,883 1,807
Share of profit of associates s 5,218 { 4213
Gain from Jordan Magnesia Company 7 274 {23,592
Lass from revaluation of slamic Daveiopment 7

Bark ioan for Jordan Magnesia Company 846 32
Excess from the acquisition of Arab Fertilizers

and Chemicals Industries (KEMAPCOH B - {B,'M?;
Reversal of provision 9 - (22,200
(myentories write down - 3,310
Other provisions 3,481 282

Working capital adjustments,
increase in trade receivables (28,173} 1,567
Decrease /{incregse) in Inventories 3675 2,145

Increaseldecrease in spare pans { 4,081) 2,899

Increaseal/decrease in other assets 3,908 { 4 389
ncrease in trade and other payables 2,180 15, 005
Decrease in other liahilities 5,663 { 7.1 ‘19%
Income tax paid 15,431 10,000

Net cash flows from operating activities £4.5841 54 054
INVESTING ACTIVITIES
Purchase of property, plant and equipment 51 E.?EB} B,SDU{
Payments on projects In progress 22,024 32,280
Dividends recaived from associates & 606 4 553
Interest received . 3,023 3,504
Amounts received from Kemira Agro 8 - 8,862
Compensation proceeds from Jordan Magnesia

Sompany 7 - 29 068
DOther assets { 16718 f 1.002)
Net cash flows {used in)ffrom investing activitics [ 31,756} 3,398
FINANCING ACTIMITIES
Repavment of loans ( 3.855) { 9.814)
Loans . - 2.879
Interest paid 1 ,983% 1,807
Paid dividends 58,323 29,181
Amount transferrad to restricted cash at banks - 1,288
MNet cash flows used in financing activities (54161} (32401
Net (decrease)increase in cash { 31,288) 15,0458
Cash availaide at Arab Fentilizers and Chemicals industries

{(KEMAPCG} on the date of acquisition 8 - 3,645
Cash and cash equivalenis at 1 January 102 384 92 074
Cash and cash equivalents at 30 June 71,098 113,768

The atiached notes 1 to 12 form part of these interim consalidated financial statements




ARAR POTASH COMPANY

MNOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
gu_ ME 2008

1. GEMERAL

The Arab Potash Company "APC”, “the Company’, a public shargholding company, was
founded and registered on July 7, 1956, Duong 1958, the Company was granted a
coneession from the Government of Jordan to exploit the minerals and salis of the Dead
Sea bringe, 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,

Currently, the Company produces and markets potash, salt, potassium nitrate, & calcium
phosphate, mixed salts and mud and trades them in the local and international markets.

2. ACCOUNTING POLICIES

The interim condensed consclidated financial sfatements for the six months ended 30
June 2008 have been prepared in accordance with international Accounting Standard 34,
Imterimn Financial Reporting. The accounting policies adopted in the preparation of the
interim condensed conaclidated financial statements are consistant with those followed in

the preparation of tha Company’s annual financial statements for the year ended 31
December 2007.

The interim condensed consolidated financial statemeants do not include all the information
and disclosures required in the annual financial statements, and should be read in
conjunction with the Company’s annual financial statements as of 31 December 2007.

Results for the six months ended 30 June 2008 are not necessarily indicative of the resulis
that may be expected for the finangial year ending 31 December 2008,

3, LECAL RESERVES

No appropriations for legal reserves were taken in accordance with the Companies’ Law
since these financial stataments are interim condansed financial statements,
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SECWENT INFORMATION

The company is comprised of the following operating segments:

Producing potash and salt through Arab Potash Company.
Producing mixad salts and mud through Numeira Company.

Producing potassium nitrate and di calcium phosphate throvgh Arab Fertilizers and
Chemicals Industrtes (KEMPACO)

Following is a breakdown of the segment infarmation for the above operaling segments:

Sales to extemnal
customers
Intar-cormpany
salgs

Segment {3rasg
Frofit

Tolal Assete
Total Ligkilities

Safes o external
Clustomers
Infar-company
sales

Segment Gross
Profit

Totar fzsetis
Tosal Liabibties

Three maonths ended 30 June 2008
LYE

Three menths ended 30 June 2907

* &5 outlined in note (8) Arsb Ferfilizers and Chamicals industries (KEMPACO) results are
for the peniod frem 1 February to 30 June 2007

. Arak .
Potash “”&“B“'a KEMAPCO Total Patash Numeira KEMAPCO® Total
Ca. o Ca. Ce.
JG “oon® JO Qoo SO D JO Dol Joraoot J0 0got Rty o JC ‘I:-D‘.:I‘_
121 428 55 22 B45 144 180 57,525 125 12745 70,396
1308 - - __ 1308 2024 - - _anea
122 736 &h 27 545 145 468 55,340 176 12,745 72 420
73,095 12 9748 52 829 27.458 a7 3,795 31280
A% of 30 June 2008 Aa af 31 Decamber 2007
2D tonot JO-o0g* J0 -oogt JB Gt BleRiihiiy 1D Doy Jo hag 40 Aot
521,633 1,345 43,230 566,198 495 251 1.170 42,803 543,224
_ 116446 155 28 B44 145 448 137,748 104 16,411 154 P63
. _ Gwmomthsended3Qdune2008 0 S months ended 30June 2007
Arab Murnaira Aral MNumeira
Patagh c FEMARCO Total Fotash KEMAPCO™ Total
CD. 2. 'GD CO
SO g FlnRarlilig 0 oot 40 'nag” A0 oo JDonn® JCr i I 'Q:JD_'__‘
188,830 240 38,717 234,787 119,164 a1 18,108 137 460
_amo - - _ 37D 1,365 - - 3,368
202,540 740 35,717 I35 AQT 122 530 151 18,105 140,426
112 693 1B 13,538 12§ 64% 59,085 46 4 587 &4 818
- Msofddunednls 0 0 0 0 Asof¥ Degemberdooy 0
JO ST SO pagt i ‘Dact JE Dag” JOogG- Miriuiin A2 000 LOOGET
321833 1335 0 43230 586198 49925t 1109 42803 0 543274
L NsAds 188 28844 145448 137748 104 __ 184t _ 154263



5. INDUSTRY SEGMENT BY GECGRAPHICAL AREA

Following is a summary of safes by company and customer's gecgraphical location far the
six months ended 30 June 2008 and 2007

_ Six mantks anged 3¢ Juna 2008 Zix months ended 30 June 2007
Arab Nureira Aran Numera
Piatazh C KEMAPCO Tata! Fotash KEMABRCTS Tatal
o Co.
%o . _ e ] _
JD e IO L0 Joogoe JD oo Jo oo 0 gr e pe JG Do
Far Eaat 70,208 - 1,084 71,308 40 BTG - - 40876
China & Indea T6.754 - 2,555 758354 48,058 - 12 45,074
Eurppe 18,831 55 20550 39,436 11,253 a8 14,220 25641
South America
& Auatralia - - 4 571 4 571 49 - - 41
Midldle East 20,44% 185 5,836 26,264 14,747 123 173 15,043
Adrica 12 589 - 1.267 13.856 6.0R8 - 3,700 o7EE
Tutal 148,830 240 38717 23 Tav 118 164 191 16.105 137 460

* As outlined in note (8) Arab Fertilizers and Chemicals Induafries (KEMPACO) results are
far the periad fram 1 February to 30 June 2007. '

4. ROYALTY TO THE GOVERNMENT OF JORDAN

Under the terms of the concession, the Government of Jordan is entitled to a royaity of JD
8 for each ton of potassium chieride, {"Potasi™) exported by the Company. The maximum
royalty payable is [imited to 25% of the Company's profit for the year.

©On 12 February 2008 the Council of Minisiers decided to raise the royaity fees from JD 8
to JD 15 for each ton expoited, effective 17 March 2008

7. PROVISION FOR LOSSES OF JORDAN MAGNESIA CSOMPANY

Based on the technical, financtal and marketing study prepared for the Jordan Magnesia
Company's project, the Arab Potash Company's management resolved to record fosses
representing the commitiments o be settled by Arab Potash Company in case the Jordan
Magnesia Company ceases to exist it addition to fully provide against its investment. The
total losses that the Arab Potash Company might incur were estimated in 2005 to he JO
B7.606, In 2006, the estimated losses were increased by an amourt of JD 8 082 which
represents the amounts paid by the Company to Jordan Magnesia Company during the
yaar, During 2006 the provision was increased to an amount of JD 87 077,

Jordan Magnesia Company {JORMAG) was engaged in 1CC Arbitration proceedings
with the conlractar concering the piant of JORMAG. The contractor filad claims with
total amount of US$102 000,000 while JORMAG's counterclaims exceeded the
coptractor's claims. In March 2007, the contractor reinifiated negotiations with JORMAG,
and the two patties reached a seftlement agreement which was signed in April 2007,
According to the setflement agreement, the contractor paid JORMAG in May 2007 an
amount of US341,000,000 {J0 29.069) as a final settternent, aceordingly the provision
decreased to an amount of JO 65 450,

.




As of 30 June 2008, the lslamic Development Bank loan has been revalued, which
increased the provision by an amount of JIF 44,

The amount of JD 4,171 in the consolidated balance sheet represents the extra amount
committed by Arab Potash Company and nof included in the liabilities of JORMAG.

B CONSCLIDATION OF ARAB FERTILIZERS AND CHEMICALS INDUSTRIES {(KEMPACD)

On 1 February 2007, the Cornpany acguired 50% of the issued shares of Arab Fertilizers
and Chemicais Industries (KEMPACQO) thereby becoming the scfe sharshalder of
KEMAPCO, Under the terms of the Bhare Transfer and Setllement Agreement, the
Company paid the amount of JO 1 to Kemira Agro for these shares and received with
KEMARCO a total amount of US $ 12,500,000 (40 8,882,000) from Kemira Agro.

The Company accounted for the purchase under the purchase method of accounting
which resulted in excess from the acquisition amounting to JD 8 747 .000. According to this
acquisition, the financial statements of KEMPACO have been consolidated with the
financial statements of the Caompany starting from 1 February 2007

The fair value of the identifiable assets and liabilities of KEMAPCO as at the date of
acquisition ware;

Fair Yalue Book Yalue

JID 000" JO 000"

Cash and bank balances 3,645 3,845
Other current assets 16,021 16,021
Restricted cash 1,957 1,957
COther non-current assets 14700 52848

T 36323 sdar2
Current liabilitias 12,357 12,397
Non-current liabilities _ 24041 24,041

38438 35438

MNet assets { 115} 48,034
Cash received from Kemira Agro __ 8882
Excess of the Company's interest in the net
fair value of KEMAPRCO's net assets aver
cost 8. 747

| r——



8. REVERSAL OF PROVISION

According to the Share Transfer and Settlement Agreemant, and due to the settlement of
most of KEMAPC Y s liabilities by WKemira Agro, and in addition to the fact that KEMAPCO
has become whaily owned by Arab Potash Company and is expected to have the ability to
repay its remaining liabilities, there is no more need for the contingent liability reserve for
KEMAPCO's losses. Therefore, the total amount of the reserve of JD 22 200 has been
reversad,

10. INCOME TAX

The pravision for income tax has been caloulzted in accordance with the lncome Tax Law
nhumber (57) of 1985 and fis subsequent amendments.

The income Tax Department reviewed the Company's records for 2004 and 2005 and
estimated the income tax in excess of the taken provision by an amount of JD 8,588, This
subject has not been settled and the Company will appeal the decisian of the Income Tax
Department hefore the concernead court,

In addition, the [ncomea Tax Department issued claims against the Company to pay taxes
amounting to JD 3,749 on dividends deemed paid to the shareholders of the Company in
previeus years. This subject has not been seitled and the Company has appealed the
decisian of the Income Tax Department before the concernad court.

The Income Tax Department has reviewed the Company's records for the year ended 31
December 20068, but has not issued the final tax resolution up fo the date of the
accompanying interim consolidated financial statements.

11. DIVIDENDS

The Company's general assembly approved on its ardinary meeting held on 17 April 2008
to distribute JO 58,323 as dividends representing 70% of the company's issusd capital.

12. LITIGATION

As of 30 June, the Company and its subsidiaries was named as plaintiff and defendant in
the following:

1. Lawsuit against ATA Company. the contractor of Dikes 19 whereby APC is
claiming JD 37 .477. An arbitration agreement was signed between the
parties on 10 April 2001, The Arbitration Commiftee issued a majority ruling
on 20 September 2003 where it has rejected APC's claim and awarded
ATA Company a sum of JO 5,807 for the counter claim it had filed against
AFC before the same arbitration panel APC appealed the Arbifration
Committee ruling on 29 October 2003, The Court of Appeal accepted
APC's appeal wheraby the Arhitration 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 fawsuit accordingly.



Lawsuit raised an 22 March 2001 against Middle East Insurance Company,
the insurer of Dikes 19 and 20 during construction (issuance of CAR
insuranca Policy), whereby APC is claiming JD 27,518, The lawsuit is

under process as of the dale of the accompanying interim consolidated
financial statements.

Lawsuit against ATA Company, the contractor of Dike 18. ATA filed for the
dizsmissal 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 refusat 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. Tha case is in the process of
forming the Arbitration Fanel as of the date of the accompanying interim
consolidated financial statements.

A dispute exists between the Arab Fertllizers and Chemicals Industries
(Kemapeol and Haymour Cousins Contracting Company, the contractor
who executed work related to construction of a pipe line. According te the
Company, the pipe ling was delivered with wrong specifications and was
rejected during the testing phase. The Company installed ancther pipe line
at an approximate cost of US $ 850,000 and incurred additional costs of JD
450. The Company has retained amounts dug to the contractor amounting
to JO 305, and holds a performance contractual retention amounting to JD
232, Furthermoreg, the Company is enfitled o figuidated damages in the
amount of JD 628, The results of this case are not known as of date of
accompanying interim consolidated financial statements.

A lawsuil was raised during July 2003 by the Agaba Special Economic
Zone Authority against the Arab Fertilizers and Chemicals Industries
(Kemapco) and its contracter for am amount JO 321 being the
compensation for damage to a coral reef as a result of executing a project
by the contractor. The Company deducted the amount claimed from the
related contractors' zecount. The outcome of this lawsuit s unknown as of
the date of the accompanying interim consolidated financial statements.

According to the Company's management, there is no need to provide for any
additional amounts regarding the above lawsuits.



