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Date : 2!{ LuTO0S

H.E. Dr. Bassam Saket
Executive Direcfor
Jordan Securities Commission

Fax: 5607205
Dear Sir,

In response to your inquiry, regarding the
decrease in our share price on the Amman Stock
Exchange, please:be -advised that we-are not
aware of any significant factor specific to the
Company that would be affecting our share price.

All news and events, including the Company’s
Unaudited Interim Condensed Consolidated
Financial Statements, 30 June 2008 — aftached,
may be found om the Company’s Website,
www.arabpotash.com,

If you should have any further inquiries please
contact me 079-620-5026.

Yours fruly,
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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
To THE CHAIRMAN AND MEMBERS OF
'THE BOARD OF DIRECTORS OF

ARAB POTASH COMPANY

AMMAN — JORPAN

introduction

We have reviewed the accompanying Interlm condensed consolidated financlal
statements of ARAB POTASH COMPANY, comprising of the Intetlm consolldated balance
sheet as at 30 June 2008 and the related Interim consolidated statements of incoms,
changes in equlty and cash flows for the slx months perlod then ended and explanatory
notes. Management Is responsible for the preparation and presentation of these interim
condenzsad consolidatad financial statements in accordance with intarnational Flnanclal
Reporting Standard-IAS 34 Interim Financial Reporting (*IAS 34"). Our responsibllity Isto
express a concluslon  on these Interlm condensed consolidated financial statements
based on our review,

Scops of review

We conducted our review In accordance with International Standard on Raview
Engagements 2410 “Review of Interim Financial Information Performed by the
Independent Audltor of the Entity”. A review of Interim financial information conslsts of
meking inquirles, primarlly of persons responsible for the financlal and accounting
matters, and applylng analytical and other review proceduras. A review is substantially
less in scope than an audit conducted In accordance with International Standards on
Auditing and consequently doss not snable 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 atiention that causes us to belleve that
the accompanylng Interim condensed consolidated financial statements are not
prepared, in all material respects, in accordance with |IAS 34.

Amman —~ Jordan
28 July 2008

Received Time 24.z‘.ug.- ” 9:58
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ARAB POTASH COMPANY
INTERIM CONEOLIDATED BALANCE SHEET
AS AT 30 JuNE 2008
30 JUNE 31 DECEMBER

NOTES 2008 2007
ASSETS JD 000" JD 000"
Non-current asspfs
Property, plant and equipment 114,907 109,397
Projects in progress 98,2092 76,268
Strategic spare parts 22,494 20,966
Loan granted to Jordan Bromine Company 4,254 4,254
Investments In associates 35,087 34,699
Avallable-for-sale Investments 1,097 1,048
Deferred tax assefs 2,008 2,008
Other assets
Current assets
Accounts receivabls 126,101 97,928
Inventorles 8,829 12,604
Spare parts 21,304 18,751

~ Other assets

. | 44,051 47,059
Cash and short-termy deposits 102,384

~71.098 -
271,383 279,528

Total Assets ‘ 568198  543.224
EQUITY AND LIABILITIES
Equity attributable to egquity holders of the parent 11
Issued capital 83,318 83,318
Statutory reseive 50,464 50,484
Voluntary reserve 80,699 80,699
Cumulative changes In falr value 400 361
Retained earnings 205862 174119
Total equity 420752 _ 388,961
Non-current llahilities
Interest-bearing loans and borrowings 50,098 53,351
Contingent {labllity reserve 7 4,171 4,004
Other reserves 10,188 8.707
84,467 84.082
Current llabllitles
Due to bank 172 172
Interest-bearing loans and borrowings 11,899 12,501
Trade and other pay ables 25,531 27,711
Other llablltties 43387 49817
~80,989 90,201
Total liabilities 145,448 164,263
Total Equity and Llabllitles 566,198 843224

The attachad notes 1 to 12 form part of thesa interim consolidated financial statements

958
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ARAB POTASH COMPANY
INTERIM CONSOLIDATED INCOME STATEMENT (UNAUDITED)
FOR THE THREE MONTHS AND 8iX MONTHS ENDED 30 JUNE 2008

Three months perlod ended Six months period ended

30 June 30 JUNE 30June 30 Jung
NoTtEs 2008 2007 2008 2007
JD “000" JD “000” JD “000" JD “000”
Sales, net 5 144,160 70,396 234,787 137,460
Cost of sales 81,331 39118 108138 72,842
Gross profit ' 4 82,828 31,280 126,646 84,818
Less:
Selllng and distribution expenses 4,073 4,348 7,161 7,121
Adminlstrative expensss 850 1,831 4,381 4,083
Royalty to the Government of Jordan 6 8,981 3308 106883 _68.084
Proflt from operations 70,946 21,787 104,454 48,470
Flnance revenue - . 1,749 2337 3,833 3,724
Flnance cost’ e ( 1,012) ( 883 ~  (1.983) © (1,807 -
Other Income 381 1,233 686 1,912
Other expenses { 5,118) { 466) (6,320) ( 1,428)
Net forelgn currency exchange differencas ( 1,051) _ 328 { 6884) 6893
Profit bafora galn (losses) from
assoclates and tax 65,804 24,345 89,786 49,364
Share of profit of assoclates 3,318 1418 5218 4,213
Galn from Jordan Magnesla Company 7 274 24,870 - 23,692
Gain (lose) from revaluation for Islamic Development
Bank loan for Jordan Magnesia Company 7 180 89 ( 948) ( 32)
Excess from the acquisition of Arab Fertilizers
and Chemlcals Industres (KEMAPCO) 8 - - - 8,747
Revaersal of provision 9 - = - 22,200
Profit before tax 69,686 §0,700 104,058 108,084
Income tax expenss 10  { 8.868) ( 5158) (13902 (10,108)
Profit for the perlod 50,788 45,542 20,066 87,976
Eamings per share
Baslc and diluted, for profit for the period attributable
to ordinary equity holders of the parant AR.0.730 JR.0.647 JD1.081 JD4478

The attached notes 1 to 12 form part of these Interim consolidated financlal statements

”Rece‘ived Time 24. /‘:ug 9
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ARAB POTASH COMPANY
INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED 30 JUNE 2008

_ Cumulativa
lssued  Statutory - Voluntary change In Retalned Total
capltal regerve Resarve falr valus earnings equity

JD"000" JD¥000"  JD 000" JD "000" JD "000* JD 000"

At1 January 2008 83,318 50,464 80,689 361, _174.118 388,961
Change In falr value - - - 48 - 48
Total income and expensa for ths period

recognisad directly in equity - - - 48 - - 48
Profit for the period - - - - 20088 20,060
Total incama and axpanza for tha pariod - - - 48 80,088 90,114
Paid dividends (Note 11) - - - - (58,323) (68,323)
A£ 30 June 2008 '
(Unaudited) » 83,318 80,464 80,608 409 205,862 420,752
At1 January 2007 83,318 50,484 B0.688 147 __ 53,089 267,717
Change in falr value - - - 19 - ' 19
Tota! Income and expense for the perlod

racognised directly In equity - - - 19 - 19
Profit for the perlod - - - - 97,976 87,876
Total income and expensa for the period - - - 18 87,978 97,885
Pald dividends - - - - {29,161) {26,161)
At 30 June 2007 ‘
(Unaudited) 83,318 50,464 80,699 168, 121,804 338,551

The attached notes 1 to 12 form part of these interim consolldated financial stataments

9:58
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ARAB POTASH COMPANY
INTERIM CONBOLIDATED CASH FLOWS STATEMENT
FOR THE 81X MONTHS ENDED 30 JUNE 2008

for f?: ;E E?’gtff ff??gti ?3 Juna
naudite
Notes JD *000

QPERATING ACTIVITIES
Proflt for the period before {ax 104,068 108,084
Adjustments to reconclle profit before tax to net cash flows:
Dapreciation 11,243 10,151
Finance revenue ( 3,633) 3,724)
Finance cost ,983 807
Share of profit of assoclates s 5,21 83 ( 4,21 3;
Gain from Jordan Magnesla C_ompanY 7 274 (23,592
Loss from revaluation of lslamic Development 7
Bank loan for Jordan Magnesla Company 946 32
Excess from the acqulslifion of Arab Fertilizers
and Chem|cals Industriss (KEMAPCO) 8 - é8.747;
Reversal of provision 9 - (22,200
[nventories write down - 3,310
Other provisions 3,481 382
Working capltal adjustments:
Increase in trade receivables (28,173) s 1,567;
Decrease /élncrease) In Inventories 3,876 2,145
Increase)/decrease In spara parts ( 4,081) 2,889
;!ncrease /decrease In other assets. : 3,908  ( 4,389)
- ncrease in trade and other pay ables 2,180 16,005
Decrease In other liabilities 5,683 2 7.119;
. Income tax paid 15.431
Neat cash flows from operating activities 84.841 54,054
INVESTING ACTIVITIES
Purchase of property, plant and equipment 216.753 9.300;
Payments on projects in progress 22,024 32,290
Dividends recelved from asaociates 5,606 4,663
Interest recelved . 3,023 3,504
Amounts recelved from Kemira Agro . 8 - 8,862
Compsnsation proceeds from Jordan Magnesia
Company 7 - 29,089
Other assels : ( 1.618) ( 1.002)
Net cash flows (used In)/from Investing activities {31.768) _3.386
FINANCING ACTIVITIES
Repayment of loans 3,855 9,814
Logne?.y ( - ) ( 2.678)
Interast paid 1,983; 1,807
Pald dividends 58,323 ; 29,181 s
Amount transferred to restricted cash at banks . 1,398
Nef cash flows usad In financing activities (84.161)  (39.401)
Net (decrease)/increase In cash (31,2868) 18,049
Cash avallable at Arab Fertilizers and Chemlcals Industries
(KEMAPCO) on the date of acquisition 8 - 3,645
Cash and cash equivalents at 1 January 102,384 92,074
Cash and cash equivalents at 30 June 71,008 113,768

The attached notes 1 to 12 form part of these Interlm consolidated financial statemants
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ARAB POTASH COMPANY
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 JUNE 2008

1. GENERAL

The Arab Potash Company "APC", "the Company", a public shareholding company, was
founded and reglstered on July 7, 1956. During 1858, the Company was granted a
conceselon from the Government of Jordan to explolt the minerals and saits of the Dead
Sea brine. The concession explres 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, di calclum
phosphate, mixed salta and mud and trades them In the local and International m arkets.

2, ACCOUNTING POLICIES

The Interlm condensed consolidated finanolal statements for the six months ended 30
Juna 2008 have been prepared in accordance with International Accounting Standard 34,
Interim Flnancial Reporting. The accounting policles adopted in the preparation of the

the preparation of the Company's annual financial statements for the year ended 31
December 2007,

< The Interim condenged consolidated financial statements do not include all the Information
and discloaures required In the annual financial staiements, and should be read in
conjunction with the Company’s annual flnancial statements as of 31 Decamber 2007.

Results for the gix months ended 30 June 2008 ara not necessarily indicative of the results
that may be expected for the financlal year ending 31 Decem bar 2008.

3. LEGAL RESERVES

No appropriations for legal reserves were taken In accordance with the Companies’ Law
since these flnancial statements are Interim condensed financial statements.

© Received Time 24.Aug. 9:58
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SEGMENT INFORMATION

The company [s comprised of the followlng operating segments:

Producing potash and salt through Arab Potash Company.

Producing mixed saits and mud through Numelra Company.

Producing potassium nitrate and di calcium phosphate through Arab Fertllizers and
Chemicals Industries (KEMPACO)

Following ie a breskdown of the segment information for the above operating segm ents:

Salas ta extarnal
custorners
Inter-company
sales

" Segment Groes
Profit

Total Assats
Total Liabilities

Sales to external
cuatomers
Inter-company
sales

Segment Gross
Profit

Total Assets
Total Liabilitles

Threa months endad 30 Juns 2008 Thres months ended 30 June 2007
Arab Arab
Potash  NUMOIR  gemapco  Total  Potash  NUTOR wemapcor ot
Co. ! Co. h
JD0o0® - JD “000° Jp 000 - JD poD” JD "000 JD "000" J0 "000° JD "000°
121,428 88 22,848 144,160 87,828 128 12,745 70,398
1,308 - - 1,308 2.024 - - 2,024
122,730 88 22,848 148,408 58,548 128 _ 12,748 72,420
73005 ___ (12) 9748 82,829 27,458 - 27 3,706 31,280
As of 30 June 2008 . As of 31 Decsmber 2007
Jn 000t JD 000" Jo *000* JD "000" Jo 000" JD *0a0" JD “000" JD “000°
1,338 43,230 568,168 499,251 1,170 42,803 543,224
118,446 186 28,844 146,446 - -137.748 104 18,411 154,263
Six months andad 30 Junas 2008 Six months ended 30 June 2007
Arab Numelra Arab Numeira
Potash Co KEMAFCO Total Potash Co KEMAPCO* Total
Co, . Co. '
JD 000" 40 =000 40 000" JD “000° JD 000" JD “000° JD “000° JD "000*
168,830 240 35,717 234,787 119,184 191 18,105 137,480
3,710 - - 3,710 3,288 - - 3,366
202,540 240 35717 238,497 122,830 161 18,106 140,828
112.683 18 13,038 126,845 58,685 48 4,587 64,818
As of 30 Juna 2008 As of 31 December 2007
JD "g00” JD *000" JD *000° Jb 000" JD 000 JD *000" JD 000" JD “000*
521,833 1,335 43,230 866,198 490,251 1,170 42,803 543,224
116,446 168 28 B44 145,446 137,748 104 18,411 164,263

* As outlined In note (8) Arab Fertlilzers and Chemicals Industries (KEMPACO) results are
for the perlod from 1 February to 30 Juns 2007.
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5. INDUSTRY SEGMENT BY GEOGRAPHICAL AREA
Following is a summary of sales by company and customer's geographleal jocation for the
six months ended 30 June 2008 and 2007:
Six monthsa ended 30 June 2008 . Six months ended 30 June 2007
Arab Numaira Arab Numslra '
Potash Co KEMAPCO Total Patash Co. KEMAPCO"* Total
Co. - Co, 3
Jb “000* JD "000" JD *000" JD “aon°® JD *000° JD *000° JD *goo* JD 000
Far East 70,208 - 1,008 71,308 40,878 - - 40,876
China & [ndla 76,789 - 2,686 79,354 48,059 - 12 48,071
Europe 19,831 B6 20,560 39,436 14,383 68 14,220 25,641
South America
& Australla - - 4,571 4,671 41 - - 41
Middle East 20,443 186 6,838 26,284 14,747 123 173 16,043
Aftica 12,589 - 1,287 13,866 6,088 - 3,700 9,788
Total 186,830 240 35,717 234,787 118,164 101 18,108 137,460

” Re

* As outlined in note (B) Arab Fertllizers and Chemicals Industries (KEMPACO) results are
for the perlod from 1 February to 30 June 2007.

8. ROYALTY TO THE GOVERNMENT OF JORDAN

Under the terms of the concesslon, the Government of Jordan is entitied to a royalty of JD
8 for each ton of potassium chioride, (“Potash”) exported by the Company, The maximum
royalty payable Is limited to 25% of the Company's profit for the year.

On 12 February 2008 the Councll of Ministers decided to raise the royalty fees from JD 8
to JD 15 for mach ton exported, ef factive 17 March 2008.

7. PROVISION FOR LOSSES OF JORDAN MAGNESIA COMPANY

Based on the technical, financlal and marketing study prepared for tha Jordan Magnesia
Company's project, the Arab Potash Company’s management resolved to record losses
representing the commitments to be seftied by Arab Potash Company In case the Jordan
Magnesla Company ceases to exist in addition to fully provide agalnst its Investment. The
total losses that the Arab Potash Company might incur were estimated In 2005 to be JD
87,606. In 20086, the estimated losses were Increased by an amount of JD 8,082 which
represents the amounts pald by the Company to Jordan Magnesia Company during the
year. During 2008 the provision was Increased to an amount of JD 97,077.

Jordan Magnesia Company (JORMAG) was engaged in ICC Arbitration proceedings
with the contractor concerning the plant of JORMAG. The contractor filed clalms with
total amount of US$102,000,000 while JORMAG's counterclaims exceeded the
contractor's claims. In March 2007, the contractor relnitiated negotiations with JORMAG,
and the twa parties reached a seftlement agreement which was signed in April 2007.
According to the settlement agreement, the contractor pald JORMAG In May 2007 an
amount of US$41,000,000 (JD 26,088) as a final settlement, accordingly the provision
decreased to an amount of JD 88,450.

-3-
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As of 30 Juns 2008, the Islamic Development Bank loan has been revalued, which
increased the provislon by an amount of JD 946,

The amount of JD 4,171 In the consolidated balance shest represents the extra amount
committed by Arab Potash Company and not included in the ilabliities of JORMAG.

8, CONSOLIDATION OF ARAB FERTILIZERS AND CHEMICALS INDUSTRIES (KEMPACO)

On 1 February 2007, the Company acquired 50% of the issued shares of Arab Fertilizers
and Chemicals Indusiries (KEMPACO) thereby bacoming the sole sharsholder of
KEMAPCO. Under the terms of the Share Transfer and Settlement Agreement, the
Company paid the amount of JD 1 to Kemira Agro for these shares and recelved with
KEMAPCO a total amount of US $ 12,500,000 (JD 8,862,000) from Kemira Agro.

The Company acocounted 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 financlal statements of KEMPACO have been consolldated with the
financial statements of the Company starting from 1 February 2007.

The fair value of the identifiable assets and liabilities of KEMAPCO as at the date of .
acqulsition were: - :

< Falr Value  Book Valua
JD "000" JD “000"

Cash and bank balances 3,845 3,845
Other current assets 16,021 18,021
Restricted cash 1,957 1,957
Other non-current assets 14,700 62,849
36,323 84,472

Current llabliities 12,397 12,397
Non-current limbilities 24,041 24,041
36.438 36,438

Net assefs { 118) 48,034

Cash received from Kemira Agro 8,862
Excess of the Company's interest in tha net

falr value of KEMAPCO's net assets over

cost 8,747
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9. REVERSAL OF PROVISION

According 1o the Share Transfer and Settlement Agreement, and dus to the saftlament of
most of KEMAPCO's liabilities by Kemira Agro, and in addition to the fact that KEMAPCO
has becoma wholly owned by Arab Potash Company and Is expected to have the ability to
repay its remalning llablilitles, there Is no more need for the contingent llabllity reserve for
KEMAPCO's losses. Tharefore, the total amount of the reserve of JD 22,200 has been
reversed.

10. INCOME TAX

The provislon for Income tax has been calculated In accordance with the Income Tax Law
number (57) of 1885 and Its subsequent am endments,

The Income Tax Department reviswed the Company’s records for 2004 and 2005 and
estimated the income tax in excess of the taken provision by an amount of JD 8,589. This
subject has not been settied and the Company wiil appeal the declslon of the Income Tax
Department before the concerned court.

In additlon, the Income Tax Department Issued clalms agalnst the Company to pay taxes
amnounting to JD 3,749 on dividends deemed paid to the shareholders of the Company in
previous vears. This sublect has not been settied and the Company has appealed the
declsion of the Income Tax Department before the concerned courf.

The Income Tax Department has reviewed the Company's records for the year ended 31
December 2006, but has not Issued the final tax resolutlon up to the date of the
accompeanying interim consolidated financial statements.

11. DivipenNps

The Company’s general assembly approved on its ordinary meeting held on 17 April 2008
to distribute JD 58,323 as dividends representing 70% of the company's Issued capltal,

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
partles on 10 Aprll 2001. The Arbltration Commilitee Issued a majority ruling
on 30 September 2003 where it has rajected APC's claim and awarded
ATA Company a sum of JD 5,007 for the counter claim it had flled against
APC before the same arbitration panel. APC appealed the Arbitration
Committee ruling on 28 October 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 decislon upholding the Court of Appeal
decision. APC has filad a lawsuit accordingly.

127113




24-Ag-2008 02:30 AM Arab Potash Company 0096265651249 13/13
0096265651249

2. Lawsult ralsed on 22 March 2001 against Middle East Insurance Company,
the insurer of Dikes 19 and 20 durln? constructlon (issuance of CAR
Insurance Polley), whereby APC Is claiming JD 27,518, The lawsuit is
under process as of the date of the accompanylng interim consolldated
financlal statements.

3. Lawsuit against ATA Company, the contractor of Dike 18. ATA filed for the
dismissal of the case on the grounds that there Is an arbiltration clause in
the Construction Contract. The First Instance Court accepted ATA's
request. APC appsaled tha ruling for which a refusal decision was issued
on 14 July 2004. APC took the case to the Cassation Court and the sald
court upheld the Court of Appeal declslon. The case Is In the Frocass of
forming the Arbitration Panel as of the date of the accompanying Interim
consolidated financial statements.

4, A dispute exists between the Arab Fertilizers and Chemioals Industries
(Kemapco) and Haymour Cousins Contracting Company, the contractor
who exacuted work related to construction of a pipe line. According to the
Company, the pipe line was dellvared with wrong speclifications and was
rejected during the testing phase. The Company Ihstalled another pipe line
at an approximate cost of US $ 850,000 and incurred additional costs of JD
450, The Company has retained amounts due to the contractor amounting
o JD 305, and holds a performance contractual retention amounting to JD
232, Furthermore, the Company is entitled to liquidated damages in the
amount of JD 696. The results of this case are not known as of date of
accompanying Interlm consolldated financlal statemsnts. :

< 5. A lawsuit was raised during July 2003 by the Agaba Special Economic
Zone Authority agalnat the Arab Fertllizers and Chemicals Industries
(Kemapco) and Its contractor for an amount JD 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' account, The outcome of this lawsuit is unknown as of
the date of the accompanylng Interlm consolldated financlal statements.

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




