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The Members of the Board of Directors and the Executive
Management of the Arab Potash Company (APC) and |
are delighted and honored to submit to you the 60th
annual report for the year 2016 on the Company's
operations, including its consolidated financial
statements for the year ended 31/12/2016. The report
also contains a review of the past year's achievements
and an outlook for 2017.

| take great pride in starting my message this year with
the crowning achievement of the Arab Potash Company,
receiving the Independence Medal of the First Class
which His Majesty King Abdullah Il lIbn Al Hussein
bestowed upon APC in recognition of his support for the
national economy, employment of Jordanian labor, and
services in local community development. This honor
goes to each and every member of the Arab Potash
Family.

Operationally, the first priority of APC continues to be
the safety and the wellbeing of its employees, however,
in spite of all the precautionary and safety measures
implemented, APC and its employees suffered a tragic
fatality early last year when a colleague fell from a high
scaffolding. Following this accident, APC performed
a complete review of our fall arrest and scaffolding
procedures. Also, a number of our employees received
scaffolding inspector training to make them competent
inspectors. Furthermore, a fall hazard survey was
conducted by an outside expert to identify areas of
concern and to take remedial actions. As a result of
these and other measures, we were able to complete
two million work hours without a lost time injury.

Pursuant to our care for the wellbeing of our employees,
APC concluded a new two-year (2017-2018) collective
labor agreement with the General Association of
Workers in Mining and Metals in order to ensure the
smooth continuity of production.

The year 2016 was full of severe challenges which
impacted APC’s profitability. Profits decreased by 48%
from 2015, to JD 67.4 million as consolidated net profits
after royalties, taxes and provisions. However, we still
consider this to be a major achievement in light of the
challenges faced by the Company as well as the potash
industry worldwide, the most grueling of which was the

MESSAGE FROM
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drop of global potash prices to the lowest level in the
past ten years.

The causes were international factors beyond APC's
control and we had no choice but to sell at the
international prices. As a result, our operating profit
from the production and sale of potash dropped to
almost zero last year. The hardships were compounded
by an extended shutdown for the maintenance and
upgrading of the Hot Leach Plant. We also needed to
carry out additional dredging operations which were
deferred throughout 2015.

These factors combined led to an increase in the cost of
production per ton. Regardless, we were able to realize a
net savings of $ 19 per ton largely due to our cost-saving
measures. This amounted to a total savings of around $
38 M.

Based on the above, it is evident that all the profits
realized last year were the result of non-recurring
activities, and from the operations of downstream
industries, namely the Jordan Bromine Company (JBC)
and KEMAPCO. APC’s share of JBC's profits was JD 28.8
million, while KEMAPCO, which is totally owned by APC,
achieved a net profit of JD 16.1 million.

This is a testimony to the Arab Potash Company’s
investment policy in addition to the prudent
management of these two companies. Our investment
in the diversification of our products years ago accounted
for the only profits which our company earned this year.
We shall continue to invest in downstream industries,
which will be discussed under the future plans.

In addition to the contribution of the APC investees, a
number of milestones were met in the course of the past
and current year which contributed positively to APC
profits from non-operational activities:

The first was achieving progress in the liquidation of
the Jordan Safi Salt Company. In 2016, APC decided
to appoint a new Liquidation Committee, which has
partially finalized the majority of liquidation procedures
during the year. As a result, JD 3.2 million was paid to
APC, representing the majority of the dues owed by The
Jordan Safi Salt Company. The Liquidation Committee
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“| take great pride in starting my message this year with the crowning
achievement of the Arab Potash Company, receiving the Independence Medal
of the First Class which His Majesty King Abdullah Il lbn Al Hussein bestowed
upon APC in recognition of his support for the national economy, employment
of Jordanian labor, and services in local community development.»

is expected to finalize the remaining procedures by the
end of 2017.

In addition, APC was able to successfully settle long
outstanding court cases related to dikes in its favor,
which resulted in realizing total income of JD 12.1 million
under other income in the consolidated statement of
profit and loss.

Another milestone was the renewal of the memorandum
of understanding with Sinochem. The signing of the
MoU took place in Amman under the auspices of His
Excellency the Prime Minister, and it guarantees for APC

the continued partnership with Sinochem, which is key
to our presence in the Chinese market, one of the two
largest markets for our exports.

The fourth milestone was the sale of the Jordan
Magnesia Company JORMAG, where APC sold its shares
of JORMAG. The sale was through an open bid that
was awarded to Manaseer Group for Industrial and
Commercial Investments. The selling price of all JORMAG
shares was USS$ 12.5 million. The sale was concluded
in February, 2017 after obtaining all governmental,
legal, regulatory and corporate approvals. The sales
process was transparent and was conducted based on
international best practices.



The challenges of the past year did not prevent APC from
continuing to work pursuant to its mission to help local
communities, not only in its vicinity, but in all of Jordan.
Given the recent difficulties within the potash industry,
the CSR budget was reduced from JD 10 M to around

JD 8 M in 2016; however, APC’s CSR contributions as a
percentage of the Company’s profits remained one of
the highest in the world. Below is a breakdown of APC’s
CSR spending over the past five years, 2012 - 2016:

2016 2015 2014 2013 2012 Total WELT
average
Education 2323760 2,162,372 2203257 2,331,820 1,713,000 10,734,209 2,146,842 24
Social 1184220 1,670,855 1554419 1848901 2,037,000 8295395 1,659,079 18
Development
Official
o 1,092,692 2014094 1,683,948 2,054,591 3374000 11,119,325 2,223,865 24
Organlzatlons
Water and the 68,400 711320 256,147 1,241,700 1344000 3,621,567 724313 8
environment
Health 2521744 1,809,400 831,740 15328170 700,000 7,191,054 1438211 16
Sports 432015 372484 604,550 487,500 193,000 2,090,449 418090 5
Houses of 176,348 219,568 186,399 356,673 298,000 1,237,488 247,498 3
worship
Culture 244215 240,000 209,340 312150 95000 1,100,705 220,141 2
Professional 73,806 38,605 102,700 38,495 84000 337,606 67521 1
associations
Total 8,118,100 10,138,698 7,633,000 10,000,000 9,838,000 45,727,798 9,145,560 100

As you can see, our program has focused on education, social development and health care in 2016. However, the
Company is also keen to contribute in other areas including water, the environment, and sporting activities.

APC also continued to be among the major contributors
to the Treasury of Jordan. Royalties to the Government
amounted to JD 4 million and income tax amounted
to JD 4.1 million. Moreover, APC is among the highest
contributors to the foreign currency reserve in Jordan
generating around US$ 520 million during 2016.

It would be difficult to over emphasize our challenges in
2016, and it would be prudent to expect conservatively
that all the challenges will not be dissipated in the course
of 2017. However, it is important to bear in mind that
the long-term prospect for the potash market remains
positive. Demand for potash is driven by the need to
produce more food to feed a growing world population
in an agricultural area that is diminishing due to
urbanization. The world will need to expand its use of
fertilizers, and potash is one of the essential nutrients for
plants and has no negative effects on the environment.
Consequently, even with a conservative and prudent

outlook on the short term, APC continues with its
ambitious future plans which include:

1. Greater cost savings by generating our own
electricity from natural gas.

2. The expansion of production of the Arab Fertilizers
and Chemicals Industries (KEMAPCO) to 175,000 tons
per year. Last year KEMAPCO produced 123,000 tons
of NOP, which were sold to Europe, Mediterranean
countries and Asia.

3. Continuing construction work of the industrial port
by the Jordan Industrial Ports Company, which is
a joint investment between APC and the Jordan
Phosphate Mines Company. The port is due for
completion in March, 2018.

4, Optimization of Al Numeira Mixed Salts and Mud
Company, which extracts, buys, and packages mud
from the Dead Sea for the cosmetic industry.
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“It would be difficult to overemphasize ourchallenges in 2016, and it would be
prudent to expect conservatively that all the challenges will not be dissipated in
the course of 2017. However, it is important to bear in mind that the long-term
prospect for the potash market remains positive.»

5. A feasibility study is underway for construction of
a railway link between the plant site at Ghor Al Safi
and Aqaba, which would cut shipping costs and
minimize traffic on the roads.

6. More diversification through investment in
downstream projects that add value to our potash
product, mainly the production of chlorine, caustic
soda, and hydrogen peroxide: The year 2016 showed
clearly the strategic role of downstream industries
and the diversification of our investment portfolio.
Accordingly, APC’s Board of Directors is taking all the
necessary steps, in a prudent and structured manner,
toembark on these downstream industries which will
maximize the Company’s revenues and create new
jobs. In this regard, | would like to extend my sincere
thanks to the Government of Jordan represented by
His Excellency Prime Minister Dr. Hani Al Mulki, His
Excellency Dr. Ibrahim Saif Minister of Energy and
Mineral Resources, and His Excellency Omar Malhas
Minister of Finance for all of the support they have
given to ensure the success of these projects.

7. Optimization of water resources:

A. Work is underway on the construction of Wadi Ibn
Hammad Dam in cooperation between the Ministry
of Water and Irrigation, the Jordan Valley Authority,
and the Arab Potash Company. APC expects to
achieve financial savings in water costs from this
project as the agreement provides for the recovery
of the cost for building the dam, which is funded
completely by APC through the reduction of the
tariff on water used by Company.

B. APC has recently signed an agreement to finance
construction of the Alwadat Dam, which is being
built by the Jordan Valley Authority at a cost of up to
JD 4 million. The dam will provide an additional 0.5
million cubic meters of water annually for industry
and agriculture.

C. The Jordan Bromine Company Board of Directors
also approved the allocation of $ 400,000 to study
the construction of Wadi Assal Dam and in the
Jordan Valley area.

Production:

®

A. The Company is considering options to expand and
increase production through a review of the options
available and the possibility of increasing the
efficiency of existing plants and evaporation ponds.

The Management is still studying the feasibility of a
project to increase the production capacity of potash
by 180,000 tons, especially in light of the current
global potash market conditions and decrease in the
selling price.

B. TheBoard of Directors approved a project to raise the
production capacity of granular potash by 250,000
tons per year by installing an additional compaction
unit expected to be in service by the end of 2017.

C. Lisan area is located outside APC Concession area
and it is expected that the Government of Jordan
will conduct a technical study for this area for the
purposes of identifying the quantities of potash in
that area. APC has assigned an amount of money to
finance the study to be conducted by a specialized
company that will be engaged by the Government
of Jordan, in order to enable APC to compete at a
later stage if the Government allowes companies to
tender for Lisan area mining rights.

In conclusion, | would like to extend, in my own name
and on behalf of Members of the Board of Directors
and Executive Management, as well as all members
of the Arab Potash family my sincere thanks to the
Company's shareholders and our valued customers
for their continued trust in APC and its products. | also
thank our strategic partner Potash Corp for providing
us with valuable advice and expertise that empower
us to make constant improvement and progress. | also
express my sincere appreciation and pride in the staff
of the Company for their outstanding achievements. |
pray to God Almighty to bless us and grant us success in
the coming years so that we may continue to realize our
objectives and make greater contributions in the service
of our cherished Jordan, in keeping with the vision of His
Majesty King Abdullah Il Ibn Al Hussein, may God protect
him.

May God's peace and blessings be with you

Chairman of the Board
Jamal Ahmad Al Sarayrah
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2016 IN NUMBERS

Arab Potash Company in numbers 2012-2016:

1. Safety

LTI Frequency Rate
2000-2016

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

2. Production

APC had an extended maintenance shutdown for one of its major plants (Hot Leach Plant) for approximately two
months. The monthly capacity of HLP plant is 120 thousand MT. The shutdown resulted in drop in production
quantities and increase in production cost per ton, but the company was successful to offset most of these additional
costs.

Potash Production (million tons)

25

2.0
1.
1.
0.0

2012 2013 2014 2015 2016

(%]
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3. Prices

The current low prices continued to dominate markets in the beginning of the year, particularly in light of the absence
of major contracts in India and China. The contract discussions with Chinese and Indian buyers stretched well into the
second half of the year. This left the markets directionless in the first half. Buyers were cautious and spot sales were
the norm as Brazilian and North American prices dropped.

The Indian buyers were the first to settle a contract in the beginning of July with an adjustment of USD 105 per ton
downwards from the previous contract. New agreements soon followed in China with a 96 dollar cut.

The conclusions of these contracts brought stability to markets and major suppliers announced floor prices for spot
markets reflecting a minimum of USD 240 per ton CFR.

The graph below shows the development of global potash prices, and it shows clearly the considerable drop in global
potash pricesin 2016.

Potash Prices

(FOB Vancouver)
500
400
sag \
200
100
(0]
2012 2013 2014 2015 2016
460 370 307 305 230

Vancouver FOB

4. Revenues from Potash Sales

Revenues from Potash Sales (JD thousand)

600,000

500,000

400,000
300,000
200,000
100,000

0

2012 2013 2014 2015 2016
541,300 482,591 475,051 472,885 322,265
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5. APC Sales by Type

APC Sales by Type

1000 MT
2500
2000 Standard [l
Industrial
1500
Granular i
1000 Fine
500
0
2012 2013 2014 2015 2016

6. Contributions to local community development

APC CSR Contributions 2016 (JD)

Culture 3%
Houses of Worship 2%
Sports 5%

\ — Professional Associations 1%

Education 29%

Health 31% ——_

Total 8.1
Million JD

\; Social Work 15%

Water & Environment 1% / /
Official Bodies13%

7. Contributions to the Treasury of the Hashemite Kingdom of Jordan 2012 - 2016 (Thousand JD)

Year Dividends IncomeTax Royalties OtherFees Total nor:’:roc:sn::i‘g:tz:&igﬁ ts
2012 59,798 30,015 49,883 6,090 145,786 74%
2013 33,601 17,212 25,949 6,357 83,119 63%
2014 26,881 10,529 13,330 7,338 58,078 74%
2015 26,881 31,691 23,698 7,640 89,910 73%
2016 -* 5,826 4,063 7,275 17,164 24%
Total 147,161 93,571 116,923 34,700 392,355 66%

* 2016 dividends will be decided in the Annual General Assembly Meeting.
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8. Net Consolidated Profits 2012 - 2016

2016 saw a decrease in sales revenue mainly due to the decline in the global potash prices -the lowest level in 10
years. Much of the decline was due to the delay in concluding annual contracts with China and India. This decrease
led to reduced revenues and forced a number of global producers to announce the closure of their potash mines and
reduce production in 2016. This coincided with our planned shutdown of the Hot Leaching Plant for approximately
two months. The Company also incurred additional costs for dredging in 2016 compared to the previous year.

Net Profits After Tax and Allocations

(JD000)
200000
150000
100000
50000
2012 2013 2014 2015 2016

Major Financial Indicators 2012 - 2016 in Thousands of Dinars except Financial Ratios, Share Data,
Production and Sales Numbers

Details 2016 2015 2014 2013 2012
Potash Production (Million Tons) 2.00 2.36 2.09 1.74 1.82
Potash Sales (Million Tons) 2.03 2.19 2.24 1.77 1.63
Consolidated Sales Revenue 369,651 527,527 535,465 521,209 586,268
Potash Sales Revenue 322,265 472,885 475,051 482,591 541,300
Gross Profit 68,158 214,314 140,507 183,296 300,700
Profit from Operations 28,507 147,105 85,681 122,986 212,400
Financing Charges 1,857 1,525 641 1,027 3,344
Other Revenues 17,739 1,887 3,338 1,588 17,722
Net Profit After Tax 67,434 131,133 99,676 130,661 198,822
Net Fixed Assets 232,078 241,573 291,846 33,947 379,001
Long Term Loans & Other Long Term Obligations 9,935 9,377 9,919 12,266 20,032
Shareholders’ Equity 859,532 892,190 860,982 886,488 963,915
Debt: Equity Ratio 0% 0% 0.01% 0.15% 0.70%
Return On Assets 7% 13% 11% 13% 18%
Return On Shareholders’ Equity 8% 15% 12% 15% 20%
Current Ratio 8.3 4.7 6.2 5.1 5.7
Closing Share Price/JD 19.18 21.00 19.50 28.05 46.51
Dividends *- 99,981 99,981 124,977 208,293
Dividends Percentage * - 120% 120% 150% 250%
Earnings Per Share / JD 0.8 1.6 1.2 1.6 24
Market Price / Earnings Ratio 23.7 133 16.25 17.9 19.5
Royalty / ton produced 2.0 10.1 6.4 14.6 31.2

* Dividends ratio for 2016 will be determined at the Annual General Assembly Meeting.
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Million working hours without a lost time injury



SAFETY AND
ENVIRONMENT

The Arab Potash Company believes firmly that the
safety of its employees is its top priority. This is the
first item in the Company's core values because the
Board of Directors and senior management consider
themselves responsible for the safe return of all
employees to their families and loved ones every day.
Accordingly, the Company focuses on providing a safe
working environment for its employees, which includes
providing appropriate personal safety equipment,
strict enforcement of work safety procedures, and
implementation of work permits applying equally to
service providers, contractors, and visitors.

Annual Report 2016 | 17

Following a tragic and fatal fall of a colleague from a high
scaffolding early in 2016, APC performed a complete
review of our fall arrest and scaffolding procedures. A
number of APC employees received scaffolding inspector
training to improve their inspection competence. A fall
hazard survey was conducted by an outside expert to
identify areas of concern and to take remedial actions.
Safety procedures are constantly updated and reinforced
to keep APC at the fore front of industrial companies in
worker safety.

Figure: Number of trucking accidents
2002 - 2016

2002 2003 2004 2005 2006 2007 2008

2009 2010 2011 2012 2013 2014 2015 2016
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Figure 2, which traces the number of lost time work injuries per 200,000 work hours, shows that injuries in 2016
were 0.71 per 200,000 work hours.

Annual rate of lost time work injuries
2000-2016

5 445 437

0.71
0.18 025 0.18 (45 0.18

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

« Rate of lost time work injuries = number of injuries x 200,000 work hours / total number of work hours.

Safety and Environment Initiatives in
2016 included:

1.

10.

Completing two million work hours without a lost
time injury.

Organizing three safety forums for supervisors and
superintendents and one for drivers.

Updated and improved procedures and practices for
fall arrest and scaffolding.

Training some APC employees to be competent
scaffolding inspectors.

Effective implementation of the APC workplace key
safety procedures audit program.

Following up safety performance evaluation for APC
service providers.

Conducting safety awareness and training courses
for APC service providers.

Continuous logistical support to APC Civil Defense
Center by providing firefighting, rescue and diving
equipment, as well as medical supplies according to
the agreement with the Civil Defense.

Preparing the office safety calendar in Arabic and
English to enhance safety awareness among APC
employees.

Organizing safety celebrations on completion of
each one-million work hours without lost time
injuries.

11.

12.

13.

14.

15.

16.

17.

18.

Monitoring the speed of cars, trucks, and busses
around the clock through GPS.

Developing road hazard report for the truck drivers
to alert them of changing road hazards.

Developing safety absolutes policy to ensure
employees understand the importance of our key
safety procedures which includes lockout and
tagout (LOTO), fall arrest. Confined spaces and
seatbelt usage.

APC obtained IFA certificate (Protect and Sustain
Product Stewardship Programme Certificate) with
Excellence Level.

APC prepared “Dealing with Work Injuries/Reporting
Work Injuries” policy, and this policy is under signing
up process by related parties.

APC conducted rescue drills in the three work
locations (Amman Offices, Safi Plants and Aqgaba
Site), in addition to a training scenario of fallen
radioactive source in cooperation with Civil Defense
and Energy and Minerals Regulatory Commission

APC obtained the required certifications from
Energy and Minerals Regulatory Commission of the
radioactive sources used in its Plants (70 radioactive
sources) as a legal requirement.

Putting in action two air monitoring stations for
ambient air, in APC Township and in Alsafi region.
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Annual production volume
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Annual production volume
Million Tons for the year 2016
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PRODUCTION

Total production for 2016 was 2,003,500 tonnes which
is equal to 101.7% of the revised annual production plan
of 1,970,000 tonnes.

Potash is transported to the Agaba warehouse and to
KEMAPCO, NJFC and JBC by APC’s fleet of trucks while
products for the local markets are loaded at the Safi
site. Quantities transported in 2016 are shown in the

The following table and chart show the quantities of following table and charts:

potash produced by type and the corresponding ratios
of the total 2016 production.

Production by type 2016 Quantities transported by destination
Type Quantity (ton) Ratio (%) Destination Quantity (ton) Ratio (%)
Standard 1,026,060 51.2 Agaba warehouse 1,564,285 77.1
Fine 823,603 41.1 Local markets 291,655 14.4
Granular 148,477 7.4 KEMAPCO 109,993 54
Industrial 5,360 0.3 JBC 59,608 29
Total 2,003,500 100% NJFC 3,714 0.2
Total 2,029,255 100%

1,200,000

1000,000

800,000

600,000

400,000

200,000

0

Production by type 2016

Production (Ton)

Total production = 2,003,500 ton 823,603

148,477

Industrial Granular
0.3% 7.4%

1,026,060

Standard
51.2%




MARKETING

APC’s sales reached
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Million Tons of sales
for the year 2016
o



APC SALES AND
MARKETING

Sales in 2016 decreased by about 7% from the previous
year. Sales volumes and market share increased in
Egypt and Malaysia, but fell in most other countries. A
new three year Memorandum of Understanding was
signed under the patronage of H.E. the Prime Minister
in Amman in December which called for the supply of
2.6 Million tons of Potash to China through 2019. The
Memorandum also reaffirmed the partnership between
APC and Sinochem. This will be a major cornerstone in
APC'’s Sales strategy going forward.

APC also agreed with Indonesian partners on a renewed
approach to that important and growing market.

APC's market share position in India was maintained
despite reduction to volume overall.
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The top ten markets for APC had a concentration of 93%
of the total compared to 89% in 2015.

Production of industrial grade potash was phased out as
the fine grade content of KCL topped 99% and replaced
it for use in chemical and industrial applications.

Granular grade sales fell slightly in 2016 compared to the
previous year. Europe and Africa represented about 45%
of the total granular sales compared to 61% the year
before, mainly due to the increase in granular sales to
Malaysia.

The top ten customers for APC were at 79% of the total
sales compared to 76% the year before.

APC Sales in MT
Thousands (MT)

Africa Asia Europe

Indonesia
& Malaysia

India Jordan Regional
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The Overseas offices played an important role in  sales. Jordan Bromine, Halliburton, the major oil drilling
maintaining market presence, information, and  services companiesin the Middle East and the industrial
expanding specialty customers and logistics services.  customers in Asia accounted for the majority of these
APC direct sales to non-fertilizer customers reached  sales.

around 161,000 tons which represents 8% of APC total




COMPLIANCE
WITH NATIONAL

AND INTERNATIONALY
QUALITY STANDARDS

The Arab Potash Company recognizes
the importance of customer satisfaction
as the basis for enhancing productivity
and profitability. Maintaining quality is a
pivotal factor in achieving this objective
as made evident by our commitment to
consistently attain certificates of conformity from
national and international certification bodies. Quality
assurance management systems are implemented in
accordance with 1SO-9001international standards to
enhance the performance of production and support
operations and also to ensure high quality of output in
line with the technical specifications required in all
phases of production.

TUV
AUSTRIA
HELLAS

EN IS0 9001:2008

Continued compliance  with  the
requirements of the Jordanian Quality
Mark (JQM) for potash products for
agricultural and industrial purposes
granted by the Jordan standards and
Metrology Organization (JSMO) through
an annual audit of handling, storage, final inspection
and shipping operations of potash products.

Continued  compliance  with  the
requirements of the Australian Quarantine
and Inspection Standards (AQIS) for all
potash products exported by sea, both in
bulk and packaged in closed containers.
Handling, storage, transport and shipping operations at the
factory as well as Agaba sites underwent a third external
audit by the delegated representative of the Australian
accreditation body to confirm compliance with all of their
requirements. All processes of manufacturing, quality and
cleanness received close attention to ensure the absence of
any organic substances throughout all stages of production.
This achievement is considered a prerequisite and supports
the Company's efforts to export its potash products to
product-sensitive Australian markets.

AUSTRALIAN QUARANTINE
AND INSPECTION SERVICE

APC joined the international program
«Protect and Sustain» of the International
Fertilizer Association (IFA) to receive the
global certificate for the sustainability of
safe products. The program, encourages

@ protectssustain

FROSCT STTRARDAP AT
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caring for the product to maintain the quality, safety,
security and sustainability requirements before and
during the production process until delivery to the client

JA To enhance customer confidence in the
e final certificates of compliance with
T © approved specifications and quality testing,
APC started to update quality management
and technical laboratory systems to renew the accreditation
certificate in accordance with International Standard
ISO17025: 2005 by the Accreditation Unit the Jordan
standards and Metrology Organization (JSMO) as a national
accreditation agency and member of the International
Organization of Laboratory Accreditation ILAC.

The regular meetings of the Quality Committee were
the main element of quality assurance management
and its direct impact on the constant performance
improvement in production processes. Quality
indicators are measured and compared with approved
technical specifications for customer satisfaction, and
they are analyzed to take preventive and curative
measures as appropriate in a timely manner to address
any deviations and ensure real improvement of the
quality of products during the manufacturing as well
as monitoring the implementation of product quality
improvement projects.

APC continuously reviews policies, procedures,
instructions and business models that represent the
approved reference for senior management, which are
adhered to by all departments to ensure the quality
assurance of operations with direct and indirect impact
on the quality of potash products.

Ongoing implementation of internal audits in
cooperation with the departments concerned aims to
measure compliance with quality and environmental
regulations and safety requirements in the workplace
and to produce recommendations for continuous
improvement.

Regular administrative review meetings on the
implementation of quality, environment and safety
systems ensure that all departments review their
objectives and performance according to the
requirements of international standards for quality,
environment and safety.



GOVERNANCE

Net profits for the year 2016
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6 4 Million JD Net profits for the year 2016
; o



GOVERNANCE

The governance guide was prepared in view of the
development of the national economy at all levels and in
line with the Jordan Securities Commission (JSC)’s effort
to develop the national capital market and its regulatory
and organizational framework. It contains rules of
corporate governance for shareholding companies listed
on the Amman Stock Exchange (ASE) for the purpose of
establishing a clear framework that regulates their affairs
and management while defining their rights, duties and
responsibilities in order to realize their objectives and
safeguard the rights of all stakeholders. These rules are
based mainly on the Securities and Companies Law

Board of Directors

A. Duties and Responsibilities of the Board
of Directors

The Company is in general compliance with the
governance guidelines related to the Board of Directors.

B. The Board of Directors Committees

The Board of Directors established several Committees
according to its needs and as required by the rules and
regulations, including:

Finance, Administrative, Investment and
Remuneration (FAIR) Committee
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and related regulations along with the international
principles established by the Organization of Economic
Cooperation and Development (OECD).

The Company adheres and complies with the guidelines
as set forth in the corporate governance manual. Arab
Potash Company has a vision to enhance its performance
and compliance with corporate governance.

Tendering Committee
Audit & Risk Management Committee

Corporate Social Responsibility (CSR) and
Donations Committee

C. Board of Directors' Meetings

The company is in compliance regarding board of
directors meetings. During 2016 it convened six times.
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General Assembly Meetings
The Company is in full compliance with the guidelines
related to General Assembly meetings.

General Rights
The Company is in compliance with all items in the
governance guidelines related to general rights.

Shareholders' rights
The Company is in compliance with all items in the
governance guidelines related to Shareholders’ rights.

Rights within the jurisdictions of the

General Assembly
The Company is in compliance with all these guidelines.

Disclosures and Transparency

A. Audit and Risk Management
The company is in general compliance with the
guidelines related to the Audit Committee.

B. Audit and Risk Management Committee
Responsibilities
The primary responsibility of the Audit and Risk
Management Committee is to oversee the Arab
Potash Company's financial controls including
appropriate disclosure, internal controls, enterprise
risk management, external and internal audit
activities, and reporting processes. It reports the
results of its activities to the Board of Directors.

«  The responsibility of the Audit and Risk
Management Committee does not waive the
ultimate responsibility of the Board of Directors and
Executive Management regarding APC's internal
controls, compliance with rules and regulations and

soundness of financial information.
The Committee may seek legal, financial,
administrative or technical advice from an

independent external consultant if the need arises

«  The Audit and Risk Management Committee
consists of a minimum of three and a maximum
of five non-executive members of the Board of
Directors. The majority of committee members
preferably to be independent and one of them is
nominated to Chair the Audit Committee. The Board
of Directors selects members of the committee and
appoints its Chairman. The Committee appoints one
of its members as deputy chairman, to deputize for
the chairman in his absence.

«  All committee members are financially literate with
financial and managerial experience. At least one
member is designated as the financial expert. The
financial expert shall have worked previously in
accounting and auditing and/or has related degrees
and professional certification.

«  The committee meets at least four times a year and
the minutes of the meetings are properly recorded.
During 2016 the committee held eight meetings.

C. Authorities of the Audit and Risk
Management Committee

The company isin compliance with the guidelinesrelated
to the powers and authorities of the Audit Committee

External Auditor

« The Company is in general compliance with the
guidelines related to the external auditor.

« The Audit Committee during 2016 met with the
company'’s external auditor without the presence of
Executive Management or any person representing
it.

Finance, Administrative, Investment

and Remuneration (FAIR) Committee
The company is in general compliance with the
guidelines related to the Finance, Administrative,
Investment and Remuneration (FAIR) Committee.

A. The Committee consists of five non-

executive Board members (one of them is an
Audit and Risk Management Committee member),
provided that three of them are independent
members and one of them chairs the committee.
Committee members and its Chairman shall be
selected by the Board of Directors.

B. The Committee appoints from its
members a Deputy Chairman of the

Committee to deputize for the Committee
Chairman in his absence. Also, the committee shall
appoint its secretary from the employees of the
Human Resources or Finance Departments at the
Company in order to organize committee meetings,
prepare their agendas, write their minutes of
meetings and its resolutions in a special register and
same to be signed by Committee Chairman and its
members who attended the meeting.

C. Tasks and responsibilities of the
committee:

I. To ensure the independence of FAIR Committee
members at regular Board of Directors' meetings.

[l. To review draft regulations set out by the Executive
Management of the Company related to granting
bonuses and incentives in addition to salary
scale and benefits of APC employees and/or any
amendments to these regulations and submitting
them to the Board of Directors for their approval.
These regulations are reviewed on an annual basis.

lll. Review draft regulations set out by the Executive
Management of the Company related to Human
Resources and/or any amendments to these
regulations and submitting them to the Board of
Directors for their review and approval on an annual
basis.



IV. Review draft regulations of the Company and/or any

VI.

amendments to the Company's regulations set out
by the Executive Management of the Company and
submitting them to the Board of Directors for their
Approval.

Review the organizational structure of the Executive
Management and/or any amendments thereof and
submit the same to the Board of Directors for its
approval.

Determine the company's needs related to Executive
Management and basis of their selection.

VII.
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Overseeing the company's investments and
follow-up in order to maximize returns on these
investments and protect them from potential risks,
and searching for future investment opportunities
and studying them in sound practical ways, and to
assist the Board in the sound investment decision in
a timely manner, and according to the authorities set
forth in the Investments Regulations of the company
in effect.
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The Arab Potash Company
provided in the period 2012 - 2016
an average of over

9

Million JD

annually for social responsibility
programs
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Million JD provided by the Arab Potash Company
in the period 2012 - 2016 for Social Responsibilty




APC CORPORATE
SOCIAL

RESPONSIBILITY (CSR)

The Arab Potash Company continued to reinforce its
position as one of the top companies in Jordan with
regards to social responsibility, guided by the vision of
His Majesty King Abdullah Il Ibn Al Hussein, may God
protect him, that the priority is to secure a better life for
all Jordanians.
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The Arab Potash Company stands out as one of the
largest enterprises in Jordan while its plants are located
in the largest concentration of pockets of poverty and
unemployment in the Kingdom. This means we as
an organization have a responsibility to work for the
improvement of living standards of local communities
most affected by APC's activities.

The Arab Potash Company provided in the period 2012 - 2016 an average of over JD 9 million annually for social

responsibility programs, which were divided as follows:

2016 2015 2014

Education 2,323,760 2,162,372 2,203,257

Social
Development
Official
organizations
Water and the
environment

Health

1,184,220 1,670,855 1,554,419

1,092,692 2,914,094 1,683,948

68,400 711,320 256,147

2,521,744
432,915

1,809,400
372,484

831,740
604,550

Sports

Houses of
worship

Culture

Professional
associations

Total

176,348 219,568 186,899

244,215 240,000 209,340

73,806 38,605 102,700

8,118,100 10,138,698 7,633,000

Y

early %
average
2,146,842 24

2013 2012 Total

2,331,820 1,713,000 10,734,209

1,848,901 2,037,000  8,295395 1,659,079 18

2,054,591 3,374,000 11,119,325 2,223,865

1,241,700 1,344,000 3,621,567 724,313

1,438,211
418,090

1,328,170
487,500

700,000
193,000

7,191,054
2,090,449

356,673 298,000 1,237,488 247,498

312,150 95,000 1,100,705 220,141

38,495 84,000 337,606 67,521 1

10,000,000 9,838,000 45,727,798 9,145,560 100



BOARD OF
DIRECTORS REPORT

According to the Requirements of the Jordan Securities
Commission

Honorable shareholders,

The Board of Directors welcomes you to this ordinary annual
General Assembly meeting and presents to you the sixtieth
APC Annual Report and the consolidated financial statements
for the year ended December 31, 2016 in accordance with the
Companies Law, Jordan Securities Commission Law and APC by
laws.

Arab Potash Company Addresses
Head Office - Amman,

Al Shmeisani - Aljaheth St.

P.0. Box 1470 Amman 11118 Jordan
Tel.: 496265200520

Fax: +96265200080

Website: www.arabpotash.com

Plant Site - Al Karak

Ghor Al Safi - Agaba Main Road
Tel.: 496265200520

Fax: +96265200290

Aqaba Site - Aqaba
Southern Industrial Zone - Industrial Port

Tel.: 496265200520
Fax: +96265200299



APC Board of Directors_[neeting H.E Dr. Hani Al-Mulki, Prime Minister ofJorda.r'm :

1. COMPANYACTIVITIES

The Arab Potash Company (APC) was established on July
7, 1956, and in 1958 the Government of the Hashemite
Kingdom of Jordan granted APC an exclusive concession
for the exploitation of Dead Sea salts and minerals. Upon
termination of the concession, 100 years from the date
it was granted, ownership of all plants and installations
will be transferred to the government of the Hashemite
Kingdom of Jordan at no cost to the latter.

The operational objectives of the Company include the
extraction of salts and minerals from the Dead Sea and
establishing industries that use these salts and minerals.
The activities of APC and its subsidiaries concentrate on
the production of potash, potassium nitrate and other
derivatives and to market them both domestically and
internationally.

—

B. Capital Investment

The value of property, plantand equipment amounted to
JD 1.1 billion in 2016, compared with JD 1 billion at end
of 2015, an increase of 10% from the previous year. Net
book value of said assets after deduction of consolidated
accumulated depreciation was JD 232 million compared
with JD 242 million at the end of 2015, a decrease of 4%
from the previous year due to annual depreciation.

A. Number of employees by geographic location

Company Ghor Al Safi Aqgaba Amman Total
APC 1,726 131 1,925
JORMAG - 3 3
KEMAPCO - 234 9 243
Numeira 62 16 78
JoDICO - - -
Total 1,788 303 159 2,249
Percentage 79% 13% 7% 100%
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2,

A.

iv.

SUBSIDIARY AND
AFFILIATE COMPANIES

Subsidiaries

Arab Fertilizers and Chemicals Industries
(KEMAPCO) Limited Liability Company,
P.O. Box 2564, Aqaba 77110

KEMAPCO (share capital 100% owned by APC) was
established in 1999 with a share capital of JD 29
million and today it employs 243 people. In 2016,
sales reached JD 65 million, which consisted mainly
of 116 thousand tons of potassium nitrate (NOP) and
achieved a net profit of JD 16 million. Production
in 2016 amounted to 123 thousand tons of NOP.
Europe, Mediterranean countries and Asia are
KEMAPCQO's main markets.

Jordan Magnesia Company (JORMAG)
Public Shareholding Company,

P.O.Box 941701, Amman 11194

JORMAG was established in 1997 with a share
capital of JD 10 million to produce magnesium oxide
(DBM) used in the fire bricks industry, magnesium
hydroxide, and other magnesium derivatives. APC
owns 55% of the Company’s share capital. JORMAG's
provision for losses as at 31 December 2016 was JD
62.8 million. JORMAG employs three people and it
has been inactive since 2005.

JORMAG Board of Directors and General Assembly
resolved to sell the shares of the Company through
a broad auction. In February 2017 the shares of
JORMAG were sold to Manaseer Group for Industrial
and Commercial Investments for US$ 12.5 million
after obtaining all governmental, legal, regulatory
and corporate approvals.

Numeira Mixed Salts and Mud Company,
Limited Liability Company, PO. Box 941681, Amman
11118

Numeira was established in 1997 to extract, buy, and
package mud from the Dead Sea for the cosmetic
industry. APC owns 100% of its JD 800,000 share
capital. Numeira employs a staff of 78. The Company
suffered a JD 164 thousand loss for the year ended
2016.

Jordan Dead Sea Industries Company
(JODICO), Limited Liability Company,
P.O.Box 1470, Amman 11118

JODICO was established in 1994 as a private limited
liability company with a share capital of JD 100,000,
owned in total by APC. The Company has no
organizational structure and no employees. APC's
CEO acts as CEO for JODICO, whose objectives are to
be an incubator for any new investments.

B. Affiliates

i. Jordan Bromine Company (JBC)

Jordan Bromine (JBC) is a private Limited (Private
Free Zone) company that was incorporated in 1999
based on a Joint Venture Agreement between
Arab Potash Company and Albemarle Holdings.
JBC's capital amounts to JD 30 million and a JD
24.7 million additional paid in capital distributed
equally between the two shareholders, APC and
Albemarle. The Company produces bromine and its
derivatives such as tetra bromide, sodium bromide,
calcium bromide, hydrogen bromide, and potassium
hydroxide.

Nippon-Jordan Fertilizers Company

The Company was established in 1999 to produce
NPK and ammonium phosphate fertilizers, which are
marketed in Japan. With regards to the Company’s
JD 16.7 million of paid-in-capital, APC and the
Jordan Phosphate Mines Company (JPMC) hold 20%
and 70%, respectively while Mitsubishi Corporation
holds the remaining 10%.

Jordan Industrial Ports Company (JIPC)
To ensure continuity of potash exports, and in
light of the Government’s intention to upgrade the
operations of Agaba ports, particularly i