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First Quarter Report of The Arab
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From 1/1/20086 till 31/3/2006 - 2006/3/31

(1}  Production: S ) | |
Total quantity produced reached (438.6) (438.6) 2006/3/31 A daiial (ulsedl S caly

(2)

(3)

(4)

®)

thousand MT upto 31/3/2006, compared with
(447.1) thousand MT for the same period last
year, and (460.5) thousand MT , according to
production pian being (95.2%) of the plan.

Sales Quantity:

Total quantity sold reached (355.7) thousand
MT compared with (418.8) thousand MT for
the same period of last year , a decrease of
(15.1%) and compared with (409.1} thousand
MT , according to sales plan, equivalent {o
(86.9%) of the plan.

Sales Revenues and Other Revenues:

Consolidated sales revenues reached JD
&44.953) upto 31/3/2006 compared to JD

1.779) million for the same period of last
year, a decrease of (13.2%). Interest and
other revenues reached JD (1.7) million upto
31/3/2006 compared to JD (1.06) miliion for
the same period of last , an increase of
{60%).

Total Cost:

Consoiidated cost reached JD (31.65) million
upto 31/3/2006 compared to JD (32.26)
million for the same period of last year a

" decrease of (1.9%).

Profits:

Consolidated profits before income tax and
minority interest reached (11.810) million upto
31/3/2006 compared to JD (19.810) million for
the same period of last year a decrease of
(40.7%). The reason for the decrease in
profits is the decrease in sales revenues as
sales quantities decreased and is due also to
the losses from associates of JD {3.188
million , compared with losses of JD (0.657
million for the same period of last year. Net
profits after fax reached JD (9.509) million
compared to JD (17.028) million for the same
period of tast year , a decrease of (44.2%)
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{Second}
The Company's Projects

Rehabilitation of Dike (18}):
An agreement was signed with the Chinese
contractor (Sino Hydro) during November 2004 fo
rehabilitate Dike (18} for an amount of around JD
11.4 million. As called for in the tender condition,
{Sino Hydro) contracted with a local contractor to
execute 30% of the work. The work was supervised
by the Dutch consultant (Royal Haskoning) and
insured by a local insurance company. Filling of
ond SP-OA with brine solution started on 14/3/20086.
xecution percentage for Marl (the main item in the
project) as of 31/3/2006 reached 82% of tender's
amount. H is expected to complete the execution of
all projects’ works and filiing of the pond with brine
solution by beginning of August 2006.

Production Expansion:

The project aims at increasing the Potash Production
Capacity by around 0.5 million MT to reach around
2.45 million MT annually by making modifications to
the Solar ponds system through achieving chemical
balance between salt ponds and camelite ponds and
construction of a new refinery.

The project consists of the stages:

Stage (1):

Preparing feasibility study for the project and all
possible expansion options and determining the most
efficient option to increase productivity. This stage
was completed by end of the year 2004 and based
on the good financial indicators, a decision was taken
to execute the project by constructing a cold
crystaiization plant with a production capacity of 0.45
million MT annually.

Stage (2)

By the beginning of March 2005, the consultants
(Harch/Dar Al-Handasah) were assigned the task of
Preparing designs and tender documents necessary
or the project and to choose the best contractors for
the major works. Major equipment were placed on
order basis for the new plant and designs and tender
documents were finalized for Safi warehouse, Agaba
warehouse expansion , and for Sclar ponds.

Stage (3)

includes site supervision of the project.  Safi
warehouse was awarded for construction. Agqaba
warehouse expansion and Solar ponds are expected
to be awarded for construction between the months
of July and August 2006 and construction of the new
Flant is expected fo be awarded in September 2006.
t is expected that the actual production of this project
will start during the first half of the year 2008. There
is an active participation of Arab Potash staff in all
stages of this project.
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New Boiler in the Power Plant:

The new boiler project was executed by the
Dutch  Engineering Company  (Aalborg
Engineering) to supply the plants with the steam
needed for production. Most of the technical
issues have been worked out and final
acceptance of the project is expected in the first
half of the year 2006. The new boiler is
currently in service and supplies plants with
steam.

(Third)
Subsidiaries and Affiliates

1.

Jordan Safi Salt Company {Under liquidation

{(JOSSCO):

On 23/8/2004, Arab Potash Company received
the assets of JOSSCO after a selling contract
was signed on 7/5/2003 for JD 8 miflion. These
assets were rehabilitated for production through
the creation of the APC Salt Unit. APC's share
of losses incurred by the liquidation of JOSSCO
reached JD 13.865 million, and were accounted
f20r in APC accounts during the period 2001 —

005.

Numeira Mixed Salts and Mud Company:
Established in the year 1997, for the purpose of
Fackagmg and distributing mixed salts and mud

or cosmetic industries purpcoses. The Arab
Potash owns 100% of the company's share
capital of JD 0.8 million following its purchase of
32.8% share of Arab Potash Company's
Employees Saving Fund.

Jordan Magnesia Compan

Established in the year 1997 with a share capital
of JD 30 million for the purpose of producing 50
thousand tons annually of magnesium oxide
used in the fire bricks industry and around 10
thousand tons of magnesium hydroxide. The
Arab Pofash Company owns 55.3% of the
shares of this company. The capital investment
in this project reached JD 100 million.

In 2003, APC allocated an amount of JD 70.3
millions as provision for extaordinary losses
based on the technical, marketing and financial
studies in accordance with international
accounfing standards, the provision was
increased to JD 85 million in 2004 , JD 876
million in the gear 2005 and to JD 80.5 million
as of 31/3/2006. This amount represents the
loss of APC’s investment in Magnesia's capital
and the guarantees against loans granted by
APC. Jordan Magnesia is presently engaged in
ICC Arbitration proceedings with the contractor
concerning the plant. The confractor has filed
claims totaling U.S.$ 102 million. Jordan
Magnesia’s counier claims exceed the
contractor's claims. The hearings are due in
September 2006 with a final award expected by
the end of the year 2006.
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Kemira Arab Potash Company:

The Ceompany commenced commercial production
at the first quarter of the year 2003 with a capital
investment of JD 100 million. Losses were JD
13.14 million in the year 2003, JD 17.4 million in the
year 2004 and JD 5.6 million in the year 2005. A
provision of 17.7 million was allocated in the year
2005.

There is a production problem in not reaching the
designed capacity for both products ; Potassium
Nirates Fertilizer (NOP) and Di-Caicium Phosphate
(DCP) , also production of both products did not
always meet required specifications.

Kemira Arab Potash Company received JD 32.478
million as financial suppoert from the partners during
the years 2003 - 2006 , of which JD 16.239 million
from APC.

Jordan Bromine Company:

The Company commenced production in the first
quarter of 2003. The capital investment reached JD
102 million and its production marketed through
Albemarle Corporation — USA based on the
marketing agreement with them. Share capital of
the company reached JD 30 million and additionat
paid-in capital reached JD 24.7 million equally
divided between the partners.

Jordan Dead Sea Industries Company (JODICO):

Established in the year 1994 as a holding company
with a share capital of JD 60 million at the initiate of
the Arab Potash Company to oversee the activities
of investments and setting up downstream
industries from Dead Sea minerals with the
exception of Potash. The Arab Potash Company
participated in 51% of the company’s share capital.
JODICO estabiished Jordan Magnesia Company in
the year 1997, Jordan Safi Salt Company in the year
1996, and Jordan Bromine Company in the year
1999. In 1998, the Company was converted from
holding to public limited Company. In the year
2000, the share capital of the Company was
reduced to JD 30 million.

On 19/7/2001, it was converted into a limited liability
Company with a nominal capital of JD 100
thousand, following the purchase by the Arab
Potash Company of its fixed assets and all of its
investments in Jordan Bromine Company, Jordan
Magnesia Company and Jordan Safi Salt Company.
On 10/12/2005, APC’s Board of Directors decided to
purchase the share of Arab Potash Company’s
Employees Saving Fund in JODICO , and all legal
fransformation procedures were done at the
Company's Controller General on 19/2/2006.
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Nippoh-Jordan Fertilizers Company:

Established in the year 1998 to produce
compound Fertilizers and Di-Ammonium
Phosphate Fertilizer and i0 market the
production in the Japanese market. The share
capital of JD 16.7 million is divided among the
partners: Arab Potash Company 20%, Jordan
Phosphate Mines Company 20%, and four
Japanese companies: Zen-oh, Mitsubishi
Corporation, Mitsubishi Chemicals and Asahi
Industries which jointly hold 60%.

{Fourth)
Future Plan

The company is looking forward io:

1.
2.

Maintain the production level to the minimum of
{1.9) million tons for the year 2006.

Sell all its production by the end of the year
20086.

Proceed wit the production expansion project
to increase production capacity to around 2.5
million tons.

Increase shareholders’ equity and to consider
the same as the basis for any financial,
technical or administrative decisions.

Proceed with the Company's restructuring and
implementation of Enterprise Resources
Planning according to the new Organizational
Structure.

Improve the marketing strategies by entering
new markets and stengthening APC's position
in the existing ones by improving its products’
quality and developing products in accordance
with market needs.
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