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• Finally, closure of the Agrium plant would represent a major step back in 
Alaska's effort to add value to its natural resources before shipping to outs ide 
markets. Economic development efforts in Alaska are all about adding value 
to resources, creating family-wage jobs for Alaskans, and providing a local 
tax base to support essential public services. Agrium brings all of these to 
Alaska.
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Scope of Work and Methodology

Scope of Work

The purpc ; of this study is to measure the economic role of Agrium's production of 
urea and anhydrous ammonia at its Kenai plant on the economies of the Kenai 
Peninsula Bi >ugh and Alaska in 2003 and the potential economic impact if 
production at the plant were to close. The study includes:

The Role in Alaska’s Economy

• A brief overview of Agrium's activities in Alaska

• Agrium direct spending for goods and services in Alaska

•  Borough government revenues from Agrium

• Direct employment and annual payroll

Agrium's donations to charities and membership organizations

• Indirect and induced payroll and employment from Agrium direct 
spending.

Closure Impacts

• A brief overview of socioeconomic impacts on employment, government 
revenue, export markets, and other components of the economy.

Methodology

Several methodologies were used to produce this study, including primary research, 
secondary data collection, interviews with Agrium representatives and borough 
government officials, and use of predictive econometric models. The economic data 
was collected from several official sources.

Agrium Expenditures

In order to estimate Agrium spending, the study team utilized data on Alaska 
vendor spending by location and by industria, classification.

The vendor data was reviewed and aggregated into 10 sectors:

• Natural Resources (including natural gas production)
•  Manufacturing

• Trade, Transportation and Utilities
•  Information
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• Financial Activities
■ Professional and Business Services
• Educational and Health Services
• Leisure and Hospitality
• Construction
• Other Services
• Government

Donations to charitable causes and payments to membership organizations were 
provided by Agrium U.S.

Government Revenue

Agrium U.S. provided information mcerning tax and fee revenue paid to the 
Borough government, and 2003 corporate tax filings and other fees to the state. The 
Kenai Peninsula Borough provided additional supporting data on property and sales 
taxes.

Employment and Payroll

Direct employment and aggregate payroll data were derived from official Alaska 
Department of Labor and Workforce Development reports that Agrium files with the 
state and data provided directly by Agrium. Use of the state database allows for 
direct comparisons to all other official employment and payroll data for the Kenai 
Peninsula Borough and for accurate econometric modeling results. Full-time, part- 
time, and seasonal employment is accounted for in this database.

Indirect and Induced Economic Impacts

The study team used the IMPLAN econometric models for the nitrogenous and 
phosphatic fertilizer manufacture sector in the Kenai Peninsula Borough to estimate 
indirect impacts from Agrium output at the Borough and statewide level. To verify 
the relevancy of the IMPLAN model, the study team used the known direct 
expenditures provided by Agrium to evaluate the relationships between Agrium- 
related activities and o.her businesses in Kenai Peninsula Borough. The direct, 
indirect, and induced impacts on output, employment, and payroll were aggregated 
to obtain total impact. Dividing total impact by direct impact produces a multiplier.
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O v e r v ie w  o f  A g r i u m  U .S .  A c t iv it ie s

Background on Agrium Kenai Nitrogen Operations
Agrium contributes to Alaska's economy by adding value to Cook Inlet natural gas 
production, In September 2000, Unocal completed the sale of its agricultural 
products business, including its subsidiary, Alaska Nitrogen Products LLC (ANP) to 
Calgary-based Agrium Inc. Unocal's Alaska oil and gas business unit continues to 
supply natural gas to Agrium from Cook Inlet fields and onshore production 
facilities as part of a 1998 agreement. The agreement expires in 2009. The Agrium 
Kenai Nitrogen Operations complex is located near Nikiski, 10 miles north of Kenai. 
When it was built in 1968, it consisted of one urea and one ammonia plant. 
Production started in 1969. In 1977, the complex doubled in size, adding another 
urea and ammonia plant with supporting utilities.

Currently, the Kenai plant is the United States’ second largest producer of ammonia 
and urea (after CF Industries' Louisiana operations). The Agrium Kenai Nitrogen 
Operations complex has an annual production capacity of nearly 2 million metric 
tons. In 2003, the Kenai plants produced 1.6 metric tons of anhydrous ammonia and 
urea. For feedstock, the plant uses approximately 110 million cubic feet of natural 
gas daily. In 2003, Agrium's sales totaled S220 million.

Virtually all of Agrium's Kenai production is destined for overseas markets, 
inclu ’ ng South Korea, Mexico, Taiwan, Thailand, Australia, Chile, New Zealand, 
and the Philippines. Within Alaska, product is distributed and sold in small 
quantities. In 2003, Agrium's exports represented 7.3 percent of all Alaska exports 
for all products.
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A g r iu m  D i r e c t  E c o n o m ic  Im p a c t s

Agrium spent $101 million in Alaska in 2003. Direct impacts include the money 
actually spent by Agrium in its normal business activity for payroll for Agrium's 
direct employees, goods and services, government taxes and fees, and charitable 
contributions. Tne components of these four types of direct spending, including 
direct employment, are described in the following sections.

Direct [inployment and Payroll

All of Agrium's Alaska employees live on the Kenai Peninsula. In 2003, Agrium 
employed an annual average of 264 workers in the Kenai Peninsula, earning an 
annual $21.8 million in wages. When adding employee benefits, total payroll and 
benefits expenditures are $29.5 million. While it is beyond the scope of this study to 
capture the economic impacts of employee benefits, it is assumed that some portion 
of the $7.6 million Agrium spends on employee benefits remains in Alaska. For 
example, Agrium's employee benefit expenditures circulate in the Alaska economy 
when employees' health care and retirement payments are made locally to those 
retirees remaining in the area.

According to the Alaska Department of Labor and Workforce Development, in 2002, 
Agrium was the third largest private employer in the Kenai Peninsula Borough. 
Peak Oilfield Service Company is the largest private employer. Safeway/Eagle 
Stores' employment was the second highest employer, but their payroll would lie 
substantially smaller than Agrium's payroll (payroll data by individual company is 
not publicly available). When public employers are included, Agrium Kenai 
Nitrogen Operations was the seventh largest employer.

With the June 2003 restructure of Agrium and the loss of positions, it is expected that 
Alaska Department of Labor and Workforce Development 2003 data may show' that 
Agrium has fallen to fourth or fifth largest private employer in the Kenai Peninsula 
Borough.

Table 3
The Top 10 Prh jte Employers in the Kenai Peninsula Borough, 2002

Company Annual Average 
Employment

Peak Oilfield Services Company 349

Safeway/Eagle Stores 331

A grium  Kenai N itrogen Operations 297

Frontier Community Services 278

Fred Meyer 225

Alaska Petroleum Contractors 209

Union Oil of California 177

Tesoro Alaskan Petroleum Company 176

Veco Alaska 161

South Peninsula Behavior Health Services Inc. 143

Source Alaska Departmenl ot Labor and Workforce Developmenl, Research and Analysis Section
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In 2002, Alaska Department of Labor and Workforce Development data shows that 
Agrium's employment peaked in March and April (302 and 301 positions, 
respectively). 2003 data shows the drop from June employment of 283 to July's 
employment of 241 positions, resulting from the restructure. Full-year data for 2003 
was not available at the time this study was produced.

Approximately two-thirds of Agrium employees are « med to maintenance and 
operations, while the remaining third are technical, su) visor)', and management 
staff. Maintenance employees include: millwrights and machinists, welders and 
pipe fitters, general craftsman, instrument and electrical technicians, and warehouse 
supply workers.

As shown in the table below', Agrium employees are among the highest paid 
workers in the Kenai Peninsula, making two and half times higher the average w'age 
paid in the Borough.

Table 4
Agrium Kenai Nitrogen Operations, 2003 and Kenai Peninsula Borough 
Annual Average Monthly Employment and Earnings, by Industry, 2002

In d u stry

A nnua l
A verage
M onth ly

Em ploym ent

Average
M onthly

E a rn in g s*

Average
Annual

E a rn in g s*

Agrium Kenai Nitrogen Operations 264 $6,882 $82,582

Natural resource and mining 1149 5,717 68,604

Oil and gas extraction 239 9,943 119,316

Construction 1,200 3,395 40,740

Manufacturing 1077 4,080 48,960

Trade, transportation and utilities 3,579 2,463 29,556

Information 262 3,071 36,852

Financial activities 445 2,351 28.212

Professional and business services 830 2,141 25,692

Health and education services 1,346 1,959 23,508

Leisure and hospitality 2,191 1,175 14,100

Other services 772 1,316 15,792

Federal government 428 4.273 51,276

State government 1,085 3,113 37,356

Local government 3,025 2,988 35,856

All ind u strie s average 17,628* $2,798 $33,576

■Subtotals do not add up to total because not all subtotals (or every industry categories available are presented 
Source: Agrium Kenai Nitrogen Operations. Alaska Department of Labor and Workforce Development
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In the process of manufacturing urea and ammonia, Agrium spent approximately 
S77.1 million on Alaska goods and services during 2003.

This spending was distributed among 384 Alaska businesses from nearly all sectors 
of the economy. Eighty-four percent of the Alaska vendor spending occurred in the 
Kenai Peninsula Borough. The single largest category ($60.9 million) was purchases 
of natural gas used in feedstock and power generation. Purchases of trade, 
transportation and utilities (new construction and maintenance) represent a distant 
second largest expenditure category ($6.6 million). Third in line are puichases for 
construction and oilfield services ($6.0 million). The table below provides total 
direct purchases of Alaska goods and services by expenditure category.

Table 5
Agrium Expenditures on Goods and Services in Alaska, 

by Expenditure Category, 2002

Category Spend ing  ($)

Natural Gas $60,930,559

Trade, transportation and utilities 6,627,139

Construction 6,015,497

Other natural resources 1,720,003

Professional and business services 1,133,596

Manufacturing 454,401

Information 158,582

Educational and health services 31,499

Leisure and hospitality 30,738

Financial activities 18,530

Total Local Purchases of Goods and Services $77,120,545

Figures do nol include charitable spending, membership organizations or payment to governments 
Source Agrium Kenai Nitrogen Operations McDowell Group compilations

Taxes

Agrium pays taxes and fees directly to the Kenai Peninsula Borough. Local borough 
taxes paid by Agrium include property tax for facilities owned and operated by 
Agrium to manufacture urea and ammonia; that is, their production facilities and 
transportation facilities. The total tax revenues paid to the Kenai Peninsula Borough 
in 2003 based on the assessed value of Agrium's plant and equipment was $2.2 
million, representing 5 percent of Kenai Peninsula Borough's total property tax 
receipts ($41.7 million).

Agrium also paid $221,000 in 2003 estimated corporation tax payments and $111,800 
for other services to the State of Alaska. ’

1 Final corporation tax figure lo he finalized in the summer of 2004.
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Charitable Contributions and Membership Organizations
Agrium had an add' ional impact of 5194,740 on the local and Alaska economies 
through its charitable donations paid to local organizations. In 2003, Agrium made 
cash contributions to 43 non-profit charitable organizations in Nikiski, Kenai, 
Soldotna, Sterling, and Anchorage. Agrium also provided in-kind support to seven 
organizations on the Kenai Peninsula.

These non-profit organizations ranged from local school programs (in 22 different 
sports and academic activities), youth athletic and academic programs (17 activities), 
community services and civic organizations (16), environmental programs (1), senior 
services (2), and a variety of other health, sport, and economic development 
programs (9).

Figure 1
AgriunVs Charitabje Contributions, byJType of Organization, 2003

Senior Services (1 % )

Other (4 % )

Environm enta l Program s (31% )

Source' Agrium Kenai Nitrogen Operations

Agrium Kenai Nitrogen Operations matched dollar-to-dollar its employees' 
contributions to the United Way of Kenai. In 2003, the total contribution to United 
Way, including employee contributions, was $59,700. Agrium is also a co-sponsor of 
the Caring fo r  llie Kenai program. This program challenges high schools students to 
create, invent, or improve ways to better care for the Kenai Peninsula's environment.

While it is unclear how these charitable donations are distributed within the state, it 
is likely that a significant portion remains in the Kenai Peninsula. In-kind donations 
made by Agrium and its employees were not captured in this study, but it is known 
that some employees are actively giving back to their community, through 
volunteering and provision of skills, equipment, and material.

Agrium supported 17 membership organizations located in Kenai, Soldotna, North 
Pole, and Anchorage by giving 520,100 in membership support.
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As Agrium-related spending circulates through the economy, it creates additional 
jobs and income for Kenai Peninsula and Alaska residents. These indirect output, 
employment, and earnings impacts are discussed in the following section.

S u m m a ry  o f  Direct S p e n d in g

Agrium's total 2003 direct spending in Alaska was $101 million. This amount was 
used to pay its employee's payroll, local property taxes, purchases of Alaska goods 
and services, and charitable contributions.

Table 6
Summary of Direct Spending in Alaska by Agrium, 2003

Category Value
Total employee payroll $22 million

Total Agrium payments to Kenai Peninsula Borough $2.2 million

Purchases of goods and services $77 million

Charitable giving $195,000
Total Direct S pend ing $101 m illion
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I n d i r e c t  a n d  I n d u c e d  I m p a c t s

In  a d d i t i o n  t o  t h e  S 2 2 0  m i l l i o n  in  g r o s s  s a l e s  o f  A g r i u m ' s  2 0 0 3  p r o d u c t i o n ,  a n  

a v e r a g e  o f  264  jo b s  a n d  $ 2 1 ,8  m i l l i o n  in  to t a l  a n n u a l  p a y r o l l  r e s u l t i n g  f r o m  d i r e c t  

e m p l o y m e n t ,  A g r i u m  K e n a i  N i t r o g e n  O p e r a t i o n s  a l s o  i n d i r e c t l y  c r e a t e s  s a l e s ,  jo b s  
a n d  e a r n i n g s  t h r o u g h  t h e  K e n a i  P e n i n s u l a  a n d  A l a s k a  s u p p o r t  s e c t o r s .  T h i s  a c t i v i t y  

is  o f t e n  r e f e r r e d  t o  a s  a " r i p p l e  e f f e c t "  o r  a  " m u l t i  p l i e r  i m p a c t . "

U s i n g  t h e  e x a m p l e  o f  e m p l o y m e n t  i m p a c t s ,  a d d i t i o n a l  jo b s  a r e  c r e a t e d  in  t w o  w a y s .  

F i r s t ,  lo c a l  s p e n d i n g  b y  A g r i u m  o n  s e r v i c e s  a n d  s u p p l i e s  c r e a t e s  jo b s  in  t h e  

b u s i n e s s e s  p r o v i d i n g  t h o s e  s e r v i c e s  a n !  s u p p l i e s .  T h e s e  jo b s  a r e  t e r m e d  " i n d i r e c t "  

jo b s .  S e c o n d ,  s p e n d i n g  b y  A g r i u m  e m t l o y e e s  in  lo c a l  s t o r e s  a n d  w i t h  lo c a l  s e r v i c e  

p r o v i d e r s  (i.e .,  b a n k s ,  d o c t o r s ,  a u t o  r e p a i r  s h o p s ,  e tc . )  a l s o  c r e a t e s  jobs .  T h e s e  a r e  

t e r m e d  " i n d u c e d "  jo b s .  C o m m o n l y ,  i n d i r e c t  a n d  i n d u c e d  i m p a c t s  a r e  l u m p e d  

t o g e t h e r  u n d e r  t h e  la b e l  o f  i n d i r e c t  e m p l o y m e n t .

I n d i r e c t  e m p l o y m e n t  ( i n c l u d i n g  i n d u c e d )  c a n  b e  e s t i m a t e d  u s i n g  m u l t i p l i e r s .  Bv 

a p p l y i n g  a  m u l t i p l i e r  to  k n o w n  d i r e c t  e m p l o y m e n t ,  to t a l  e m p l o y m e n t  ( d i r e c t  p l u s  

i n d i r e c t )  c a n  b e  c a l c u l a t e d .  In  A la s k a ,  m u l t i p l i e r s  a r e  t y p i c a l l y  b e t w e e n  1.5 a n d  2.5, 

m e a n i n g  t h a t  t h e  to t a l  ( d i r e c t  a n d  i n d i r e c t )  e m p l o y m e n t  i m p a c t  o f  a  b u s i n e s s  t h a t  

e m p l o y s  100 w o r k e r s  is  b e t w e e n  1 50  a n d  2 5 0  jo bs .  In  o t h e r  w o r d s ,  f o r  e v e r y  d i r e c t  

job , o n e - h a l f  to  1.5 a d d i t i o n a l  jo b s  a r e  c r e a t e d  in  t h e  s u p p o r t  s e c t o r .  P a y r o l l  i m p a c t s  

a r e  e s t i m a t e d  in  t h e  s a m e  w a y .

A s  A g r i u m  s p e n d s  m o n e y  lo c a l ly  o n  g o o d s  a n d  s e r v i c e s ,  n e w  e a r n i n g s  a r e  c r e a t e d .  

M u l t i p l i e r s  re f le c t  t h e  f a c t  t h a t  m o n e y  c i r c u l a t e s  t h r o u g h  a n  e c o n o m y  a t  d i f f e r e n t  

r a t e s  d e p e n d i n g  u p o n  t h e  t y p e  o f  b u s i n e s s  a t  w h i c h  m o n e y  is  s p e n t  a n d  t h e  e c o n o m y  

in  q u e s t i o n .  T h e  m a g n i t u d e  o f  t h e  o u t p u t ,  e m p l o y m e n t ,  a n d  e a r n i n g s  m u l t i p l i e r s  

d e p e n d s  o n ,  f i rs t ,  h o w  m u c h  m o n e y  t h e  e m p l o y e r  s p e n d s  lo c a l ly  o n  g o o d s  a n d  

s e r v i c e s ,  t h e  a v e r a g e  s a l a r y  o f  e m p l o y e e s ,  a n d  t h e  r e s i d e n c y  o f  t h o s e  e m p l o y e e s .  

B e c a u s e  A g r i u m  s p e n d s  o v e r  $85  m i l l i o n  in  t h e  A l a s k a  e c o n o m y  a n d  s u p p o r t s  h i g h -  

p a y i n g  jo b s  l o c a t e d  in  t h e  K e n a i  P e n i n s u l a ,  t h e  m u l t i p l i e r  i m p a c t  o f  A g r i u m  is h i g h e r  

t h a n  t h e  m u l t i p l i e r  fo r  m o s t  o f  A l a s k a ' s  i n d u s t r i e s ,  w i t h  t h e  n o t a b l e  e x c e p t k . . .  o f  oil 

a n d  g a s  p r o d u c t i o n .

C a l c u l a t i n g  m u l t i p l i e r s  t h a t  a p p l y  s p e c i f i c a l l y  to  A g r i u m  K e n a i  N i t r o g e n  O p e r a t i o n s  

w o u l d  r e q u i r e  c o m p l e x  e c o n o m e t r i c  m o d e l i n g  o f  t h e  K e n a i  P e n i n s u l a  B o r o u g h  t h a t  

is  f a r  b e y o n d  th e  s c o p e  o f  t l . i s  s t u d y .  H o w e v e r ,  u s i n g  IM P I  A N ,  a  p r e d i c t i v e  m o d e l  

o f  lo ca l  a n d  s t a t e  e c o n o m i e s ,  it is  p o s s i b l e  to  c a l c u l a t e  r e a s o n a b l e  e s t i m a t e s  o f  

m u l t i p l i e r  im p a c t s .

F o r  t h e  K e n a i  P e n i n s u l a  B o r o u g h ,  I M P L A N  p r o d u c e s  m u l t i p l i e r s  fo r  m o r e  t h a n  50 0  

i n d u s t r i a l  c a t e g o r i e s .  F o r  t h e  n i t r o g e n o u s  f e r t i l i z e r  m a n u f a c t u r i n g  s e c t o r  in  t h e  

K e n a i  P e n i n s u l a  B o r o u g h ,  I M P L A N  r e p o r t s  a n  o u t p u t  m u l t i p l i e r  o f  1.5, a n d  

e m p l o y m e n t  a n d  e a r n i n g s  m u l t i p l i e r s  o f  2 .2  a n d  1.6, r e s p e c t i v e l y .  S t a t e w i d e  
m u l t i p l i e r s  a r e  1 .7 f o r  o u t p u t ,  2 .6  f o r  e m p l o y m e n t ,  a n d  1 .9  f o r  e a r n i n g s .
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Indirect and Induced Output Impacts

In  2 0 0 3 ,  A g r i u m ' s  g r o s s  s a l e s  w e r e  $ 2 2 0  m i l l io n .  T h e  g r o s s  s a l e s  o f  A g r i u m ' s  

p r o d u c t i o n  p l u s  t h e  i n d i r e c t  a n d  i n d u c e d  i m p a c t s  o f  s p e n d i n g  in  s u p p o r t  o f  

A g r i u m ' s  o p e r a t i o n s  -  a n  a d d i t i o n a l  $ 1 5 4  m i l l i o n  -  r e s u l t s  in  a  to t a l  e s t i m a t e d  

s t a t e w i d e  e c o n o m i c  o u t p u t  o f  $ 3 7 4  m i l l i o n .

In  20 03 ,  A g r i u m  p u r c h a s e d  4 0  b i l l i o n  c u b i c  f e e t  o f  C o o k  In le t  n a t u r a l  g a s .  F o r  e v e r y  

t h o u s a n d  c u b i c  f e e t  (M cf)  o f  C o o k  In l e t  n a t u r a l  g a s  u s e d  b y  A g r i u m  fo r  f e e d s t o c k  

a n d  p o w e r  g e n e r a t i o n ,  $ 9 .3 5  in  to t a l  e c o n o m i c  o u t p u t  is  g e n e r a t e d .

Indirect and Induced Employment and Earning Impacts

A p p l y i n g  a  s t a t e w i d e  e m p l o y m e n t  m u l t i p l i e r  o f  2 .6  a n d  a n  e a r n i n g s  m u l t i p l i e r  o f  

1.9 to  A g r i u m ' s  264  d i r e c t  jo b s  a n d  $ 2 2  m i l l i o n  in  a n n u a l  p a y r o l l ,  A g r i u m ' s  to t a l  
e m p l o y m e n t  a n d  p a y r o l l  i m p a c t  o n  t h e  A l a s k a  e c o n o m y  is e s t i m a t e d  a t  6 8 5  

d i r e c t ,  i n d i r e c t  a n d  i n d u c e d  jo b s  a n d  $ 4 2  m i l l i o n  in  d i r e c t ,  i n d i r e c t ,  a n d  i n d u c e d  

p a y r o l l  ( i n c l u d i n g  421 i n d i r e c t  a n d  i n d u c e d  jo b s ,  a n d  $ 2 0  m i l l i o n  i n d i r e c t  a n d  

i n d u c e d  p a y r o l l ) .

In  t h e  K e n a i  P e n i n s u l a  B o r o u g h  a l o n e ,  A g r i u m  c r e a t e s  a  to ta l  o f  5 8 0  jo b s  a n d  $35  

m i l l i o n  in  a n n u a l  p a y r o l l ,  b a s e d  o n  t h e  m u l t i p l i e r s  d e s c r i b e d  a b o v e .  W h e n  

f a c t o r i n g  in  th e  to ta l  d i r e c t ,  i n d i r e c t ,  a n d  i n d u c e d  e m p l o y m e n t  a n d  p a y r o l l  

i m p a c t s ,  A g r i u m ' s  to ta l  p a y r o l l  s u p p o r t s  5 .9  p e r c e n t  o f  to t a l  K e n a i  P e n i n s u l a  

B o r o u g h  p a y r o l l ,  a n d  3 .2  p e r c e n t  o f  t o t a l  K e n a i  P e n i n s u l a  B o r o u g h  e m p l o y m e n t .

Socioeconomic Impacts 

Population

B a s e d  o n  t h e  r e l a t i o n s h i p  b e t w e e n  th e  e m p l o y m e n t  a n d  p o p u l a t i o n  o n  th e  K e n a i  

P e n i n s u l a  B o r o u g h ,  t h e  5 80  A g r i u m - r e l a t e d  jo b s  s u p p o r t  a p o p u l a t i o n  o f  1 ,2 5 0 .2 

T h i s  p o p u l a t i o n  i m p a c t  a c c o u n t s  f o r  2 .4  p e r c e n t  o f  t h e  K e n a i  P e n i n s u l a  
B o r o u g h ' s  to t a l  p o p u l a t i o n  (51 ,187).

Student Enrollment and Kenai Peninsula Borough School District 
Revenue

A g r i u m  e m p l o y e e s  h a v e  244  s c h o o l - a g e  d e p e n d e n t s  ( b e t w e e n  th e  y e a r s  o f  5  a n d  

18).  A s s u m i n g  m o s t  o f  t h e s e  d e p e n d e n t s  a r e  e n r o l l e d  in  p u b l i c  s c h o o l s  in  t h e  

K e n a i  P e n i n s u l a ,  A g r i u m ' s  f a m i l i e s  a c c o u n t e d  fo r  2 .5 p e r c e n t  o f  K e n a i  P e n i n s u l a  

B o r o u g h  S c h o o l  D is t r ic t  s c h o o l  e n r o l l m e n t  (9 ,697) in  t h e  2 0 0 2 / 2 0 0 3  s c h o o l  y e a r .

2 580 total jobs divided by llie labor participation rate for Kenai Peninsula Borough (46.5 percent).
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A c c o r d i n g  to  t h e  S c h o o l  D is t r i c t ,  t h e  S t a t e  o f  A l a s k a  p r o v i d e d  $44.1  m i l l i o n  t o  t h e  

D i s t r i c t  in  FY03. O n  a v e r a g e ,  t h e  D i s t r i c t  r e c e i v e d  $ 4 ,5 4 9  p e r  s t u d e n t  f r o m  t h e  

S t a t e  o f  A l a s k a .  T h u s ,  A g r i u m  s c h o o l - a g e  d e p e n d e n t s  a c c o u n t e d  f o r  $1.1 m i l l i o n  

in  s t a t e  r e v e n u e  to  t h e  K e n a i  P e n i n s u l a  B o r o u g h  S c h o o l  D is t r i c t .  W h e n  i n c l u d i n g  

B o r o u g h  r e v e n u e  ($3 0 .7  m i l l i o n ) ,  f e d e r a l  r e v e n u e  ($0 .2  m i l l i o n ) ,  a n d  o t h e r  

r e v e n u e  ($0.1 m i l l io n ) ,  t h e  a v e r a g e  p e r  s t u d e n t  c o n t r i b u t i o n  is  $ 7 ,8 2 7 .  T h e r e f o r e ,  

A g r i u m  s c h o o l - a g e  d e p e n d e n t s  c o u l d  a c c o u n t  fo r  u p  to  $1 .9  m i l l i o n  in  K e n a i  

P e n i n s u l a  B o r o u g h  S c h o o l  D i s t r i c t  G e n e r a l  F u n d  r e v e n u e .

Property Tax Revenue

P r o p e r t y  t a x  o n  e m p l o y e e s '  h o m e s  is  n o t  s p e c i f i c a l l y  c a l c u l a t e d  in  t h i s  s t u d y .  

S e v e r a l  m e t h o d s  f o r  e v a l u a t i n g  p r o p e r t y  t a x  i m p a c t s  w e r e  c o n s i d e r e d .  W i t h o u t  

s p e c i f i c  d a t a  o n  n u m b e r  o f  h o m e s  o w n e d  o r  r e n t e d  b y  A g r i u m  e m p l o y e e s ,  t h e  

s t u d y  t e a m  u s e d  a  m o r e  g e n e r a l  m e a s u r e .  U s i n g  a v e r a g e  t a x a b l e  v a l u e  fo r  

s i n g l e - f a m i l y  u n i t s  ($ 11 5 ,1 53 )  a t  t h e  B o r o u g h  m i l l  r a t e  o f  6 .5 ,  a n d  a s s u m i n g  th a t  

a l l  A g r i u m  e m p l o y e e s  o w n  t h e i r  o w n  h o m e ,  A g r i u m  f a m i l i e s  p a y  a t  le a s t  

$ z 0 0 ,0 0 0  in  B o r o u g h  p r o p e r t y  t a x e s  e x c l u s i v e  o f  a d d i t i o n a l  s e r v i c e  a r e a  a n d  c i ty  

t a x e s  o n  r e s i d e n t i a l  p r o p e r t y .  B e c a u s e  o f  t h e  h i g h  a v e r a g e  w a g e  f o r  A g r i u m  

e m p l o y e e s  a n d  t h e  p r o p e n s i t y  o f  h i g h e r  i n c o m e  e a r n e r s  to  o w n  h i g h e r  v a l u e d  

h o m e s ,  t h e  a c t u a l  f i g u r e ,  if k n o w n ,  c o u l d  b e  s i g n i f i c a n t l y  h i g h e r .  In  a d d i t i o n ,  

t h i s  f i g u r e  d o e s  n o t  i n c l u d e  p r o p e r t y  ta x  c o n t r i b u t i o n s  b y  t h e  p o p u l a t i o n  o f  

h o m e o w n e r s  a f f e c t e d  i n d i r e c t l y  b y  A g r i u m ' s  a c t i v i t y .

Sales Tax Revenue

It is  n o t  p o s s i b l e  to  p r e c i s e l y  c a l c u l a t e  t h e  B o r o u g h ’s s a l e s  tax  c o l l e c t i o n  t h a t  is  

d u e  to  a ll  o f  A g r i u m ' s  e c o n o m i c  i m p a c t s  o n  t h e  P e n i n s u l a .  B o r o u g h  s a l e s  tax  

c o l l e c t i o n s  r e s u l t  f r o m  a c o m p l e x  s y s t e m  o f  v a r i a b l e  t a x a t i o n  d e p e n d i n g  o n  
s p e c i f i c  l o c a t i o n  o f  t h e  e x p e n d i t u r e ,  p e r  i n v o i c e  l i m i t  o f  $ 5 0 0  r e g a r d l e s s  o f  t h e  

t o ta l  v a l u e  o f  t h e  p r o d u c t  p u r c h a s e d ,  e x p e n d i t u r e s  b y  b o t h  r e s i d e n t s  a n d  n o n ­

r e s i d e n t s ,  a n d  e x p e n d i t u r e s  b y  P e n i n s u l a  b u s i n e s s e s  a n d  i n d u s t r i e s  t h a t  a r e  n o t  

e x e m p t  f r o m  s a l e s  t a x a t i o n  d u e  to  t h e  r e s a l e  p r o v i s i o n  o f  t h e  s a l e s  ta x  c o d e .

H o w e v e r ,  g i v e n  t h a t  A g r i u m ' s  t o t a l  i m p a c t s  a c c o u n t  fo r  3  p e r c e n t  o f  to ta l  

B o r o u g h  e m p l o y m e n t ,  6  P e r c e n t  o f  to t a l  B o r o u g h  p a y r o l l  a n d  2 p e r c e n t  o f  th e  

B o r o u g h ' s  p o p u l a t i o n ,  it  c a n  b e  a s s u m e d  t h a t  t h e r e  a r e  s i g n i f i c a n t  d i r e c t  a n d  

i n d i r e c t  s a l e s  t a x  r e v e n u e  i m p a c t s  f r o m  A g r i u m ' s  s p e n d i n g .
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Plant Closure Impacts

T h i s  s e c t io n  a d d r e s s e s  t h e  p o t e n t i a l  e c o n o m i c  i m p a c t s  o f  c l o s u r e  o f  t h e  A g r i u m  

p l a n t .  T h e  p r e c e d i n g  c h a p t e r s  i d e n t i f i e d  w h a t  i s  a t  s t a k e  -  h u n d r e d s  o f  j o b s  a n d  

m i l l i o n s  o f  d o l l a r s  in  d i r e c t  a n d  i n d i r e c t  p a y r o l l ,  a n d  p r o p e r t y  ta x  r e v e n u e s .  T h i s  

c h a p t e r  d e s c r i b e s  h o w  th e  l o s s  o f  t h e  A g r i u m  f a c i l i ty  w o u l d  r i p p l e  t h r o u g h  th e  K e n a i  

P e n i n s u l a  B o r o u g h  e c o n o m y  b o t h  in  t h e  n e a r - t e r m  a n d  o v e r  t h e  l o n g - t e r m .  It a l s o  

c o n s i d e r s  t h e  e c o n o m i c  i m p a c t  o f  p l a n t  c l o s u r e  t h r o u g h o u t  t h e  s t a t e

T h e  d i s c u s s i o n  b e g i n s  w i t h  t w o  c a s e  s t u d i e s  -  p r o f i l e s  o f  c o m m u n i t i e s  e l s e w h e r e  in  

A l a s k a  t h a t  h a v e  e x p e r i e n c e d  t h e  c l o s u r e  o f  l a r g e  m a n u f a c t u r i n g  f a c i l i t i e s ,  l l i e  c a s e  

s t u d y  d i s c u s s i o n  is  f o l l o w e d  b y  a n  a n a l y s i s  o f  t h e  l i k e ly  i m p a c t s  in  t h e  K e n a i  
P e n i n s u l a  B o r o u g h ,  a n d  e l s e w h e r e  in  t h e  s t a t e ,  f r o m  A g r i u m  p l a n t  c lo s u r e .

Case Studies

Ketchikan

In  1996, K e t c h i k a n  P u l p  C o m p a n y  w a s  K e fc h i k a n ' s  s i n g l e  l a r g e s t  e m p l o y e r ,  w i t h  45 0  

e m p l o y e e s  e a r n i n g  $ 2 0  m i l l i o n  in  a n n u a l  p a y r o l l .  T h e  m i l l  c lo s e d  in  1997 , a n d  th e  

c o m m u n i t y  e n t e r e d  a  p e r i o d  o f  e c o n o m i c  d e c l i n e  t h a t  c o n t i n u e s  t o d a y .  S in c e  t h e  m i l l  

c lo s e d ,  K e t c h i k a n ' s  p o p u l a t i o n  h a s  d e c l i n e d  b y  1 ,200  r e s i d e n t s ,  a p p r o x i m a t e l y  8 

p e r c e n t  o f  t h e  c o m m u n i t y ' s  to t a l  p o p u l a t i o n .  S ix  y e a r s  a f t e r  m il l  c lo s u r e ,  K e t c h i k a n ' s  

p o p u l a t i o n  d e c l i n e  c o n t i n u e s .  B e t w e e n  2 0 0 2  a n d  2003 ,  K e t c h i k a n  lo s t  a n o t h e r  150  

r e s i d e n t s .

E m p l o y m e n t  in  K e t c h i k a n  in  2 0 0 3  w a s  a p p r o x i m a t e l y  1 ,000  jo b s  b e l o w  t h e  p r e - m i l l  

c l o s u r e  leve l .  T h e  a v e r a g e  i n f l a t i o n - a d j u s t e d  m o n t h l y  w a g e  in  K e tc h ik a n  fell f r o m  

$ 3 ,0 5 0  in  1996  to  $2 ,6 80  in  2 0 0 2  ( t h e  l a t e s t  a v a i l a b l e  d a t a ) .  R ea l  ( i n f l a t io n  a d j u s t e d )  

p a y r o l l  fell f r o m  $ 2 9 0  m i l l i o n  in  19 9 6  t o  a p p r o x i m a t e l y  $2 1 5  m i l l i o n  in  2002 ,  a  lo s s  o f  

25 p e r c e n t .

G r o s s  s a l e s  h a v e  f a l l e n  f r o m  $ 5 2 5  m i l l i o n  t o  $ 4 0 0  m i l l i o n  a n n u a l l y ,  a  d e c l i n e  o f  

n e a r l y  25  p e r c e n t .

W h i l e  K e t c h i k a n  c o n t i n u e s  to  s u f f e r  s i g n i f i c a n t  e c o n o m i c  f a l l - o u t  f r o m  m i l l  c lo s u r e ,  

g r o w t h  in  o t h e r  s e c t o r s  o f  t h e  e c o n o m y  h a s  p r e v e n t e d  e v e n  g r e a t e r  d e c l i n e .  F o r  

e x a m p l e ,  c r u i s e  s h i p  p a s s e n g e r  t r a f f i c  to  K e t c h i k a n  i n c r e a s e d  f r o m  5 0 0 ,0 00  

p a s s e n g e r s  in  1 9 9 7  to  o v e r  7 0 0 ,0 0 0  p a s s e n g e r s  in  2003 .  T h e s e  200 ,00 0  a d d i t i o n a l  

p a s s e n g e r s  s p e n t  $ 2 0  m i l l i o n  in  K e t c h i k a n  in  2 00 3 ,  p r o v i d i n g  i m p o r t a n t  b u s i n e s s  
s a l e s  a n d  s a l e s  tax  r e v e n u e s  fo r  t h e  c o m m u n i t y .  W i t h o u t  t h i s  o f f s e t t i n g  e c o n o m i c  

a c t i v i t y ,  t h e  i m p a c t  o f  m i l l  c l o s u r e  w o u l d  h a v e  b e e n  m u c h  m o r e  s e v e r e .

O t h e r  e f f e c t s  o f  m i l l  c l o s u r e  in  K e t c h i k a n  i n c l u d e  d e c l i n i n g  s a l e s  a n d  p r o p e r t y  tax  

r e v e n u e s ,  d e c l i n i n g  s c h o o l  e n r o l l m e n t ,  i n c r e a s e d  s e a s o n a l i t y  in  t h e  lo c a l  e c o n o m y ,  

a n d  o t h e r  e f fec ts .
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W h a t  is  n o t e w o r t h y  is t h e  t i m i n g  o f  t h e  e c o n o m i c  lo s s e s  i n  K e t c h i k a n .  It h a s  b e e n  s ix  

v e a r s  s i n c e  t h e  m i l l  c l o s e d ,  y e t  t h e  e c o n o m y  c o n t i n u e s  t o  s t r u g g l e .  F u r t h e r ,  t h e  

c o m m u n i t y  h a s  s t i l l  n o t  f o u n d  t h e  b o t t o m  o f  a n  e c o n o m i c  d o w n t u r n  b r o u g h t  o n  b y  

m i l l  c l o s u r e .

Wrangell

U n t i l  1994 , t h e  A l a s k a  P u l p  C o r p o r a t i o n ' s  s a w m i l l  w a s  W r a n g e l l ' s  s i n g l e  l a r g e s t  

e m p l o y e r .  T h e  m i l l  e m p l o y e d  20 0  w o r k e r s ,  o n e - f i f t h  o f  t h e  c o m m u n i t y ' s  w a g e  a n d  

s a l a r y  e m p l o y m e n t .  M i l l  c l o s u r e  in  1 9 9 4  p r e c i p i t a t e d  a s t e a d y  a n d  d r a m a t i c  d e c l i n e  

in  th p  lo c a l  e c o n o m y .  W r a n g e l l ' s  p o p u l a t i o n  in  1994 s t o o d  a t  2 ,754  r e s i d e n t s .  In  

2 0 0 a ,  a f t e r  n i n e  y e a r s  o f  a l m o s t  c o n t i n u o u s  d e c l i n e ,  W r a n g e l l ' s  p o p u l a t i o n  to t a l e d  

2 ,1 13  r e s i d e n t s .  S in c e  t h e  m i l l  c l o s e d  t h e  c o m m u n i t y  h a s  l o s t  o v e r  6 0 0  r e s i d e n t s  -  23 

p e r c e n t  o f  W r a n g e l l ' s  p o p u l a t i o n .  F o l l o w i n g  a r e  s e v e r a l  o t h e r  i n d i c a t o r s  o f  

W r a n g e l l ' s  e c o n o m i c  c o n d i t i o n ,  f o l l o w i n g  n u l l  c l o s u r e :

•  W a g e  a n d  s a l a r y  e m p l o y m e n t  r e m a i n s  17  p e r c e n t  b e l o w  th e  p r e - m i l l  c l o s u r e  

le v e l .  T h e  m o s t  r e c e n t  d a t a  s h o w s  c o n t i n u i n g  a n n u a l  d e c l i n e .

•  T o ta l  a n n u a l  p a y r o l l  r e m a i n s  $ 7  m i l l i o n  b e l o w  t h e  p r e - m i l l  c l o s u r e  le v e l ,  a 

lo s s  o f  20  p e r c e n t ,  w i t h  c o n t i n u i n g  a n n u a l  d e c l i n e .

•  S c h o o l  e n r o l l m e n t  d e c l i n e d  f r o m  555 s t u d e n t s  in  1995  to  a p p r o x i m a t e l y  4 0 0  

s t u d e n t s  in  t h e  2 0 0 3 -0 4  s c h o o l  y e a r .

•  W r a n g e l l ’s  a v e r a g e  w a g e ,  in  i n f l a t i o n - a d j u s t e d  d o l l a r s ,  is  20  p e r c e n t  b e l o w  

t h e  p r e - m i l l  c l o s u r e  le v e l .  T h e  a v e r a g e  m o n t h l y  w a g e  is  $600 ,  in  t e r m s  o f  r e a l  

p u r c h a s i n g  p o w e r ,  b e l o w  t h e  1 9 9 4  lev e l .

In  s u m m a r y ,  W r a n g e l l ' s  e c o n o m y  h a s  y e t  to  r e c o v e r  f r o m  a n  e c o n o m i c  s h o c k  t h a t  

o c c u r r e d  a  d e c a d e  a g o .  U n l i k e  K e t c h i k a n ,  W r a n g e l l  h a s  v e r y  l i t t le  e c o n o m i c  a c t i v i t y  

to  o f f s e t  t h e  c o n t i n u i n g  d e c l i n e  s t e m m i n g  f r o m  m i l l  c l o s u r e .

Case Study Summary

T h e s e  c a s e  s t u d i e s  i l l u s t r a t e  h o w  p l a n t  c l o s u r e s  c a n  i m p a c t  loca l  e c o n o m i e s .  T o  

s u m m a r i z e ,  a  c o m m u n i t y  t h a t  e x p e r i e n c e s  t h e  lo s s  o f  a n  i m p o r t a n t  m a n u f a c t u r i n g  

fa c i l i tv  c a n  e x p e c t  s o m e  o r  a ll  o f  t h e  f o l lo w in g :

•  I m m e d i a t e  lo s s  o f  s o m e  o f  t h e  c o m m u n i t y ’s h i g h e s t  p a i d  jo b s  -  a n d  y e a r -  

r o u n d  jo b s

•  S o m e  i m m e d i a t e  p o p u l a t i o n  lo s s ,  b u t  a l s o  g r a d u a l ,  l o n g - t e r m  p o p u l a t i o n  

d e c l i n e

•  D e c l i n i n g  a v e r a g e  w a g e s  a s  p l a n t  jo b s  a r e  n o t  r e p l a c e d  in  t h e  lo ca l  e c o n o m y  

o r  a r e  r e p l a c e d  b y  l o w e r - p a y i n g  s e r v i c e  s e c t o r  jo b s

•  D e c l i n i n g  b u s i n e s s  s a l e s  a n d  s a l e s  ta x  r e v e n u e s
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•  D e c l i n i n g  p r o p e r t y  t a x  b a s e  ( m a n u f a c t u r i n g  fa c i l i t i e s  t y p i c a l l y  r e q u i r e  h i g h  

l e v e l s  o f  i n v e s t m e n t  in  t a x a b l e  p l a n t  a n d  e q u i p m e n t )  w h i c h  r e s u l t s  in  

d e c l i n i n g  t a x  r e v e n u e s

•  I n c r e a s e d  ta x  b u r d e n  o n  r e s i d e n t s  a n d  b u s i n e s s e s  t h a t  r e m a i n  a n d / o r  c u t s  in  

lo c a l  g o v e r n m e n t  s e r v i c e s .

In  t h e  a b s e n c e  o f  g r o w t h  e l s e w h e r e  in  t h e  e c o n o m y  to  o f f s e t  t h e  a f f e c t s  o f  p l a n t  

c l o s u r e ,  t h e  e c o n o m i c  c o n s e q u e n c e s  c a n  b e  m u c h  g r e a t e r  t h a n  t h e  l o s s  o f  j o b s  a t  t h e  
p l a n t .

Kenai Peninsula Borough Impacts from Agrium Plant Closure 

Direct Borough Impacts

In J u n e  2003 ,  t h e  B o r o u g h  lo s t  65  j o b s  a n d  n e a r l y  S5 m i l l i o n  in  a n n u a l  p a v r o l l  a s  a  

r e s u l t  o f  A g r i u m  r e s t r u c t u r i n g  i t s  o p e r a t i o n s .  W i t h  t h e  fu l l  c l o s u r e  o f  t h e  A g r i u m  

p l a n t ,  t h e  B o r o u g h  w o u l d  i m m e d i a t e l y  lo s e  2 3 0  jo b s  a n d  5 1 9  m i l l i o n  in  a n n u a l  

p a y r o l l .  B o r o u g h - w i d e  e m p l o y m e n t  w o u l d  d r o p  b y  1.3 p e r c e n t  a n d  p a y r o l l  b y  3 .2  

p e r c e n t .

W i t h  t h e  lo s s  o f  2 3 0  jo b s  a v e r a g i n g  o v e r  $ 8 0 ,0 0 0  in  a n n u a l  p a y r o l l ,  t h e  B o r o u g h  

e c o n o m y  w i l l  lo s e  s o m e  o f  i t s  h i g h e s t  p a y i n g  jobs . P l a n t  c l o s u r e  w i l l  r e s u l t  in  a  

d e c l i n e  o f  1 .9  p e r c e n t  in  t h e  B o r o u g h ' s  a v e r a g e  m o n t h l y  w a g e .

T h e  K e n a i  P e n i n s u l a  B o r o u g h  w o u l d  i m m e d i a t e l y  l o s e  S2 m i l l i o n  in  p r o p e r t y  tax  

r e v e n u e s .  T h e  a s s e s s e d  v a l u e  o f  A g r i u m ' s  a s s e t s  i n c l u d e s  a p p r o x i m a t e l y  $1.4 
m i l l i o n  fo r  t h e  2 2 5  a c r e s  t h e  p l a n t  s i t s  o n  a n d  $ 1 7 0  m i l l i o n  fo r  t h e  p l a n t  i t se l f .  W h i l e  

t h e  l a n d  m a y  r e t a i n  m o s t  o f  i t s  a s s e s s e d  v a l u e ,  t h e  p l a n t  w i l l  b e  w o r t h  n o  m o r e  t h a n  

i t s  s a l v a g e  v a l u e ,  w h i c h  w o u l d  l i k e ly  b e  le s s  t h a n  10 p e r c e n t  o f  i t s  o p e r a t i o n a l  v a l u e .  

T h e  lo s s  o f  $ 2  m i l l i o n  in  p r o p e r t y  ta x  r e v e n u e s  w o u l d  r e p r e s e n t  a p p r o x i m a t e l y  5 

p e r c e n t  o f  t h e  B o r o u g h ' s  to t a l  p r o p e r t y  tax  r e v e n u e s .  E i t h e r  t h e  B o r o u g h  w o u l d  b e  

f o r c e d  to  m a k e  s i g n i f i c a n t  c u t s  in  s e r v i c e s  o r  o t h e r  p r o p e r t y  o w n e r s  w o u l d  m a k e  u p  

f o r  t h e  A g r i u m - r e l a t e d  lo s s  t h r o u g h  h i g h e r  t a x  p a y m e n t s .

W i t h  c l o s u r e  o f  t h e  A g r i u m  p l a n t ,  4 3  n o n - p r o f i t  o r g a n i z a t i o n s  w o u l d  lo s e  a 

c o m b i n e d  to t a l  o f  $ 1 9 5 ,0 0 0  in  c o n t r i b u t i o n s .  T h e s e  a n d  o t h e r  n o n - p r o f i t s  m a y  a l s o  

l o s e  c o n t r i b u t i o n s  m a d e  d i r e c t l y  b y  A g r i u m  e m p l o y e e s .

D i r e c t  i m p a c t s  a s s o c i a t e d  w i t h  p l a n t  c l o s u r e  w o u l d  a l s o  i n c l u d e  l o s t  s a l e s  fo r  

b u s i n e s s e s  t h a t  p r o v i d e  g o o d s  a n d  s e r v i c e s  to  A g r i u m .  In  2003 ,  A g r i u m  p u r c h a s e d  

$ 7 7  m i l l i o n  in  g o o d s  a n d  s e r v i c e s  f r o m  384  A la s k a  b u s i n e s s e s .  A  m a j o r i t y  o f  th i s  

s p e n d i n g  w a s  o n  n a t u r a l  g a s  p u r c h a s e s  ( t h e  i m p a c t  o f  t h e  lo s s  o f  A g r i u m  a s  a g a s  

m a r k e t  is  d e s c r i b e d  b e l o w ) .
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Indirect Borough Impacts

S u p p o r t  sec to r  e m p lo y m e n t .  I n d i r e c t  i m p a c t s  o f  p l a n t  c l o s u r e  c o u l d  i n c l u d e  lo s s  o f  

j o b s  in  th e  s u p p o r t  s e c to r .  T h e  l i k e l i h o o d ,  t i m i n g  a n d  m a g n i t u d e  o f  t h e s e  p o t e n t i a l  

l o s s e s  w o u l d  d e p e n d  o n  a v a r i e t y  o f  f a c to r s .  T h e  c o n d i t i o n  o f  t h e  B o r o u g h  e c o n o m y  

o v e r a l l  is o n e  c r i t i c a l  fa c to r .  If t h e  a r e a  e c o n o m y  is w e a k ,  t h e  e m p l o y m e n t  l o s s e s  

a s s o c i a t e d  w i t h  p l a n t  c l o s u r e  c o u l d  i n c l u d e  II o f  t h e  i n d i r e c t  a n d  i n d u c e d  

e m p l o y m e n t  l i n k e d  w i t h  A g r i u m .  A s  d e s c r i b  J  e a r l i e r ,  u s i n g  e m p l o y m e n t  a n d  

p a y r o l l  m u l t i p l i e r s  fo r  t h e  K e n a i  P e n i n s u l a  B o r o u g h ,  A g r i u m  a c c o u n t s  f o r  a n  

e s t i m a t e d  5 1 0  jo b s  in  t h e  B o r o u g h  e c o n o m y .  T h i s  f i g u r e  i n c l u d e s  d i r e c t  (2 30  jo b s ) ,  

a n d  i n d i r e c t  a n d  i n d u c e d  e m p l o y m e n t .  It w o u l d  a l s o  a c c o u n t  fo r  S 30  m i l l i o n  in  to ta l  

p a y r o l l .  T h i s  f i g u r e  i n c l u d e s  d i r e c t  ($19  m i l l io n ) ,  a n d  i n d i r e c t  a n d  i n d u c e d  p a y r o l l .  

T h a t  m e a n s  t h a t  a b o u t  280  s u p p o r t  s e c t o r  jo b s  a r e  a t  s t a k e ,  a l o n g  w i t h  $11 m i l l i o n  in  

a n n u a l  s u p p o r t  s e c t o r  p a y r o l l .  T h e s e  a r e  jo b s  in  s t o r e "  s c h o o l s ,  d o c t o r ' s  o f f i c e s ,  
c o n s t r u c t i o n  c o m p a n i e s  -  jo b s  t h r o u g h o u t  t h e  e c o n o m y .

O n  t h e  o t h e r  h a n d ,  if o t h e r  s e c t o r s  o f  t h e  e c o n o m y  a r e  g r o w i n g  a n d  g e n e r a t i n g  

a d d i t i o n a l  b u s i n e s s  a n d  p e r s o n a l  i n c o m e ,  e m p l o y m e n t  l o s s e s  in  t h e  s u p p o r t  s e c t o r  

m i g h t  n o t  m a t e r i a l i z e .

A c c o r d i n g  lo  A l a s k a  D e p a r t m e n t  o f  L a b o r  d a t a ,  e m p l o y m e n t  in  t h e  B o r o u g h ' s  

e c o n o m y  h a s  b e e n  g r o w i n g  s l o w l y ,  a t  a  r a t e  o f  a p p r o x i m a t e l y  1.5 p e r c e n t  a n n u a l l y  
o v e r  t h e  p a s t  f iv e  y e a r s .  T h i s  s l o w  g r o w t h  t r e n d ,  if  it w e r e  to  c o n t i n u e ,  w o u l d  

s u g g e s t  t h a t  t h e  K e n a i  P e n i n s u l a  B o r o u g h  m i g h t  a v o i d  t h e  w o r s t - c a s e  s c e n a r i o  

a s s o c i a t e d  w i t h  A g r i u m  p l a n t  c l o s u r e .

W h i l e  g r o w t h  e l s e w h e r e  in  t h e  e c o n o m y  m i g h t  p r e v e n t  l a y o f f s  o f  w o r k e r s  in  t h e  

s u p p o r t  s e c to r ,  it is  n e v e r t h e l e s s  t r u e  t h a t  t h e  e c o n o m y  w o u l d  e x p e r i e n c e  a 

s i g n i f i c a n t  o p p o r t u n i t y  c o s t .  S u p p o s e ,  f o r  e x a m p l e ,  f iv e  y e a r s  a f t e r  p l a n t  c l o s u r e ,  

to ta l  b o r o u g h  e m p l o y m e n t  is  a b o u t  2 5 0  jo b s  b e l o w  i t s  c u r r e n t  le v e l .  T h i s  w o u l d  

s u g g e s t  th a t  t h e  e c o n o m y  w o u l d  s u f f e r  *he l o s s  o f  d i r e c t  A g r i u m  jo b s ,  b u t  w o u l d  b e  

a b l e  to  a b s o r b  th e  p o t e n t i a l  i n d i r e c t  A g r i u m - r e l a t e d  lo s s e s  t h r o u g h  g r o w t h  

e l s e w h e r e  in  t h e  e c o n o m y .  H o w e v e r ,  if  A g r i u m ' s  p l a n t  h a d  n o t  c l o s e d ,  t h e  B o r o u g h  

e c o n o m y  w o u l d  h a v e  5 6 0  jo b s  m o r e  j o b s  t h a n  it w o u l d  w i t h o u t  A g r i u m .  T h i s  i s  a n  

i m p o r t a n t  o p p o r t u n i t y  c o s t  fo r  t h e  K e n a i  P e n i n s u l a  B o r o u g h .

H o u s i n g  a n d  r e a l  e s t a t e  m a r k e t s :  C l o s u r e  o f  t h e  p l a n t  a n d  l a y o f f s  o f  230  w o r k e r s  

w o u l d  r e s u l t  in  s o m e  w e a k e n i n g  o f  t h e  lo c a l  h o u s i n g  m a r k e t .  T h e  i m p a c t  o n  t h e  

h o u s i n g  m a r k e t  w o u l d  d e p e n d  o n  m a n y  f a c t o r s ,  i n c l u d i n g  th e  n u m b e r  o f  h o m e s  t h a t  

w o u l d  u l t i m a t e l y  b e  p l a c e d  o n  t h e  m a r k e t ,  i n t e r e s t  r a t e s  ( l o w  m o r t g a g e  i n t e r e s t  r a t e s  

w o u l d  s u p p o r t  h o m e  s a le s ) ,  a n d  t r e n d s  in  s e c t o r s  o f  th e  e c o n o m y  u n r e l a t e d  to  

A g r i u m .  Jo b  g r o w t h  e l s e w h e r e  in  t h e  e c o n o m y  w o u l d  o f f s e t  i m p a c t s  o n  h o u s i n g  a n d  

r e a l  e s t a t e .

B o r o u g h  t a x e s :  A s  t h e  h o u s i n g  a n d  r e a l  e s t a t e  m a r k e t  s h i f t s  in  t h e  B o r o u g h ,  it m a y  

a l s o  e x p e r i e n c e  a  lo s s  in  its r e s i d e n t i a l  p r o p e r t y  t a x  b a s e .  W i t h  a lo s s  in  p a y r o l l  a n d  

s p e n d i n g  w i t h i n  t h e  B o r o u g h ,  it c a n  b e  e x p e c t e d  t h a t  s a l e s  t a x  r e c e i p t s  w o u l d  a l s o  

d e c r e a s e .
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Statewide Impacts of Agrium Plant Closure

E m p lo y m e n t :  C l o s u r e  o f  t h e  A g r i u m  p l a n t  w o u l d  h a v e  a r a n g e  o f  s t a t e w i d e  i m p a c t s .  

I n  t e r m s  o f  e m p l o y m e n t  ( a n d  u s i n g  s t a t e w i d e  m u l t i p l i e r s ) ,  a t  r i s k  a r e  t h e  6 0 0  jo b s  

a n d  536  m i l l i o n  in  p a y r o l l  d o l l a r s  t h a t  a r e  d i r e c t l y  o r  i n d i r e c t ' /  l i n k e d  to  A g r i u m  

o p e r a t i o n s  in  A l a s k a .  A s  d e s c r i b e d  a b o v e ,  w h i l e  t h e  s t a t e ' s  e c o n o m y  m a y  n o t  

e x p e r i e n c e  a  d r o p  in  e m p l o y m e n t  o f  6 0 0  j o b s  if t h e  A g r i u m  p l a n t  c lo s e s ,  o v e r  th e  

l o n g - t e r m  th e  s t a t e ' s  e c o n o m y  w i t h o u t  A g r i u m  w o u l d  b e  6 0 0  jo b s  s m a l l e r .

Im p a c ts  on  C o o k  In le t  G a s  P ro d u c t io n  a n d  M a rk e ts :  O v e r a l l ,  C o o k  I n l e t  g a s  

p r o d u c t i o n  is  d e c l i n i n g  T o d a y ' s  p r o d u c t i o n  is  a p p r o x i m a t e l y  t w o - t h i r d s  t h e  3 0 0  Bcf 

h i g h s  o f  t h e  1 9 8 0 s  a n d  e a r l y  1 9 90 s .  W i t h o u t  e x p l o r a t i o n  a n d  d e v e l o p m e n t  o f  

s i g n i f i c a n t  n e w  f i e ld s  i n  C o o k  In le t ,  t h e  A l a s k a  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  

f o r e c a s t s  g a s  p r o d u c t i o n  to  d e c l i n e  to  j u s t  2 2 .5  Bcf b y  2 02 2 .3

M a r a t h o n  a n d  U n o c a l  a r e  t h e  m a j o r  p l a y e r s  in  t h e  C o o k  In le t  o il  a n d  g a s  f i e ld s .  

T h e s e  t w o  c o m p a n i e s  w e r e  t h e  o p e r a t o r s  f o r  29  o f  t h e  42  f i e ld s  a n d  p o o l s  in  2002 .  

O t h e r  c o m p a n i e s  o p e r a t i n g  in  C o o k  I n l e t  i n c l u d e  F o r e s t  O i l  C o m p a n y ,  A u r o r a  G a s ,  

L L C ,  C o n o c o / P h i l l i p s ,  a n d  X T O  E n e r g y .

A s  p a r t  o f  i t s  a g r e e m e n t  w h e n  it s o l d  i t s  p l a n t  to  A g r i u m ,  U n o c a l  s u p p l i e s  A g r i u m  

w i t h  m o s t  o f  i t s  n a t u r a l  g a s  f e e d  s t o c k . 4 U n o c a l  a l s o  s u p p l i e s  g a s  to  E n s t a r ,  a  g a s  

u t i l i t y  c o m p a n y ,  t h r o u g h  a  l o n g - t e r m  s e r v i c e  c o n t r a c t .

A s  t h e  p r i m a r y  s u p p l i e r  to  A g r i u m ,  U n o c a l  w o u l d  b e  t h e  p l a y e r  m o s t  g r e a t l y  

a f f e c t e d  b y  A g r i u m ' s  c l o s u r e .  If A g r i u m  w e r e  to  c lo s e ,  U n o c a l ’s  g a s  p r o d u c t i o n  

w o u l d  b e  a f f e c t e d .  T h e  fu ll e x t e n t  o f  t h o s e  e f f e c t s  is  u n k n o w n .  H o w e v e r ,  if  t h e r e  

w e r e  n o  i m m e d i a t e  d e m a n d  f o r  t h e  n e w l y  a v a i l a b l e  s u p p l y ,  U n o c a l  w o u l d  d e f e r  its 

p r o d u c t i o n  o f  t h i s  g a s .  T h i s  w o u l d  l e a d  to  d e f e r r e d  s t a t e  r o y a l t i e s  a n d  p r o d u c t i o n  

t a x e s  ( s e e  b e lo w ) .

T h e  u t i l i t y  m a r k e t s  m a d e  u p  l a r g e l y  b y  E n s t a r ,  M u n i c i p a l  L ig h t  a n d  P o w e r ,  a n d  

C h u g a c h  E le c t r i c  a r e  h o l d i n g  s t a b l e  a n d  c u r r e n t l y  s e r v e d  b v  l o n g - t e r m  c o n t r a c t s  h e l d  

w i t h  C o o k  In le t  g a s  p r o d u c e r s .  It is  n o t  e x p e c t e d  t h a t  t h e s e  l o n g - t e r m  c o n t r a c t s  w i l l  

b e  a f f e c t e d  b y  A g r i u m ' s  c l o s u r e .

C u r r e n t l y  t h e r e  is  n o  i n d u s t r i a l  m a r k e t  o u t l e t  f o r  A g r i u m ' s  g a s  s u p p l y  f r o m  U n o c a l .  

T h e  K e n a i  L N G  p l a n t  is p r o d u c i n g  a t  c a p a c i t y  s e r v e d  b y  M a r a t h o n  a n d  

C o n o c o P h i l l i p s  p r o d u c t i o n .

S t a t e  r e v e n u e s :  O f  p a r t i c u l a r  i m p o r t a n c e  is  t h e  i m p a c t  o f  p l a n t  c l o s u r e  o n  S t a t e  o f  

A l a s k a  g a s  p r o d u c t i o n  r o y a l t i e s  a n d  s e v e r a n c e  t a x e s  a s s o c i a t e d  w i t h  g a s  p r o d u c t i o n  

f o r  A g r i u m ' s  f e e d s t o c k .  D e t e r m i n i n g  t h e  p r e c i s e  r o y a l t y  a n d  s e v e r a n c e  t a x  v a l u e  o f  

A g r i u m ' s  g a s  w o u l d  r e q u i r e  a  c o m p l e x  a n a l y s i s  b e y o n d  t h e  s c o p e  o f  t h i s  s t u d y .  I t  is  

k n o w n  t h a t  C o o k  In l e t  g a s  p r o d u c t i o n  w i l l  g e n e r a t e  a p p r o x i m a t e l y  $51 m i l l i o n  in  

r o y a l t i e s  a n d  s e v e r a n c e  t a x  r e v e n u e s  to  t h e  S t a t e  in  2 00 4 .

5 Alaska Department of Natural Resources, Division of Oil and Gas, Alaska O il and Gas Annual Report December 2003, for 
historical years 1960 through 1987 and forecast years 2004 through 2022.
4 Unocal Corporation -  2002 Annual Report on Form 10-K - http://www.unocal.com/annualreport/02-10-k.htm.
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U s i n g  2 0 0 3  g a s  v o l u m e s  p u r c h a s e d  b y  A g r i u m  (40 b c f)  a s  a  b a s e  a n d  g i v e n  t h a t  t h e r e  

is  n o  o t h e r  e x i s t i n g  m a r k e t  f o r  t h i s  v o l u m e  o f  g a s ,  t h e  s t a t e  w o u l d  lo s e  a s  m u c h  a s  

S11 .6  m i l l i o n  in  f u t u r e  a n n u a l  s t a t e  r e v e n u e s  f r o m  r o y a l t i e s  a n d  s e v e r a n c e  t a x e s  (a t  a  

t i m e  w h e n  th e  S t a t e  is s t r u g g l i n g  to  b a l a n c e  i t s  b u d g e t ) . 5

In  t h e  l o n g  t e r m ,  a s s u m i n g  U n o c a l  d e f e r r e d  i t s  p r o d u c t i o n  w i t h  t h e  i n t e n t i o n  o f  

s e l l i n g  th i s  s u p p l y  to  a n o t h e r  b u y e r  a t  a  h i g h e r  p r i c e  t h a n  w h a t  A g r i u m  c u r r e n t l y  

p a y s ,  t h e  r e v e n u e s  to  t h e  s t a t e  m a y  b e  t h e  s a m e  ( in  t e r m s  o f  p r e s e n t  v a l u e )  t h a n  w h a t  

it  c u r r e n t l y  r e c e i v e s .  T h i s ,  h o w e v e r ,  d o e s  n o t h i n g  t o  m i t i g a t e  t h e  i m m e d i a t e  l o s s  to  

t h e  s t a t e  t r e a s u r y .

In  a d d i t i o n  to  g a s  r o y a l t y  a n d  p r o d u c t i o n  t a x e s ,  t h e  s t a t e  w o u l d  a l s o  l o s e  a n y  f u t u r e  

c o r p o r a t e  ta x  r e v e n u e  c o l l e c t e d  f r o m  A g r i u m .

A l a s k a  e x p o r t s :  W i t h  t h e  c l o s u r e  o f  t h e  A g r i u m  p l a n t ,  to t a l  A l a s k a  e x p o r t s  w o u l d  

d e c l i n e  by  a p p r o x i m a t e l y  7  p e r c e n t .  T h e  to ta l  v a l u e  o f  A l a s k a  e x p o r t s  o f  a l l  p r o d u c t s  

in  2 0 0 3  w a s  a p p r o x i m a t e l y  S 2 .7  b i l l i o n .  T h a t  y e a r  f e r t i l i z e r  e x p o r t s  w e r e  v a l u e d  a t  

S 2 0 0  m i l l io n ,  r e p r e s e n t i n g  7 .3  p e r c e n t  o f  to t a l  A l a s k a  e x p o r t s .

E c o n o m i c  d e v e l o p m e n t  a n d  a d d i n g  v a l u e  t o  A l a s k a ' s  n a t u r a l  r e s o u r c e s :  F in a l ly ,  

c l o s u r e  o f  t h e  A g r i u m  p l a n t  w o u l d  r e p r e s e n t  a m a j o r  s t e p  b a c k  in  A l a s k a ' s  e f f o r t  to  

a d d  v a l u e  to  i t s  n a t u r a l  r e s o u r c e s  b e f o r e  s h i p p i n g  to  o u t s i d e  m a r k e t s .  E c o n o m i c  

d e v e l o p m e n t  e f f o r t s  in  A l a s k a  a r e  f o c u s i n g  o n  a d d i n g  v a l u e  to  r e s o u r c e s ,  c r e a t i n g  

f a m i l y - w a g e  jo b s  fo r  A l a s k a n s ,  a n d  p r o v i u  i g  a lo c a l  tax  b a s e  to  s u p p o r t  e s s e n t i a l  

p u b l i c  s e r v ic e s .  A g r i u m  b r i n g s  .all o f  t h e s e  to  A la s k a .

5 Estimate was provided by Agrium. Assumptions include: royalties based on Unocal's reported actual royalties paid 
from July 2002 to June 30, 2003, Beluga royalty rale of 7 percent based on DNR data, Beluga royalty price of S1.20/mcf 

based on GSA pricing, price and royalty rate of "other gas" assumed to be the same as Unocal's gas, severance rate of 5 
percent based on estimates of daily production rates per well and severance tax price based on GSA pricing.
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C A L G A R Y ,  A l b e r t a  — A g r i u m  In c .  ( T S X  a n d  N Y S E :  A G U )  a n n o u n c e d  to d a y  th a t  n e t  e a r n i n g s  

f o r  t h e  f o u r th  q u a r t e r  w e r e  S I  0 2 - m i l l i o n  (SO .7 1 d i l u t e d  e a r n i n g s  p e r  s h a r e ) .  N e t  e a r n i n g s  fo r  th e  

y e a r  w e r e  S 2 7 6 - m i l l i o n  (S I  .91 d i l u t e d  e a r n i n g s  p e r  s h a r e ) .

“ W e  d e l i v e r e d  s t r o n g  r e s u l t s  in 2 0 0 4 .  E B I T D A  w a s  o v e r  S 6 0 0 - m i l l i o n :  o u r  c a s h  p o s i t i o n  d o u b l e d  

f r o m  th e  p r e v i o u s  y e a r ;  a n d  o u r  r e v e n u e s  e x c e e d e d  S 3 -h i l l io n .  O u r  R e ta i l  o p e r a t i o n s  a c h i e v e d  

r e c o r d  E B I T  a n d  E B I T D A  in 2 0 0 4 ,  w i th  r e v e n u e s  r e a c h i n g  a r e c o r d  S 1.1 -b i l l io n .  F o u r t h  q u a r t e r  

2 0 0 4  m a r g i n s  fo r  a l l  o f  o u r  w h o l e s a l e  p r o d u c t  g r o u p s  i n c r e a s e d  b o th  o v e r  th e  p r e v i o u s  q u a r t e r  

a n d  o n  a  v c a r - o v e r - y c a r  b a s i s , "  s a id  M i k e  W i l s o n ,  A g r i u m ' s  P r e s id e n t  a n d  C E O .

“ O u r  U .S .  r e ta i l  b u s i n e s s  is  a n t i c ip a t i n g  a  g o o d  s p r i n g  s e a s o n  b a s e d  o n  f e e d b a c k  f ro m  

c u s t o m e r s .  T h e  f u n d a m e n t a l s  c o n t i n u e  to  b e  f a v o r a b l e  f o r  b o th  o u r w h o l e s a l e  a n d  re ta i l  

o p e r a t i o n s ,  a n d  w e  a r e  l o o k i n g  f o r w a r d  to  s t r o n g  f i n a n c i a l  p e r f o r m a n c e  in  2 0 0 5 . "

“ W e  r e c e n t l y  a n n o u n c e d  w e  a r e  r e d e e m i n g  S 17 5 - m i l l i o n  in  p r e f e r r e d  s e c u r i t i e s  w i th  c a s h .  T h i s  

p r o v i d e s  a  n u m b e r  o f  f i n a n c ia l  b e n e f i t s ,  s u c h  a s  r e d u c e d  s e c u r i t y  c h a r g e s  a n d  r e d u c e d  d i l u t i o n  in 

o u r  c.  . r i n g s  p e r  s h a r e ,  w h i l e  m a i n t a i n i n g  o u r  f i n a n c i a l  c a p a b i l i t y  to  p u r s u e  o p p o r t u n i t i e s  th a t  

a d d  v a l u e  f o r  s h a r e h o l d e r s . "  s a id  M r .  W i l s o n .
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KEY DEVELOPMENTS

P r i c i n g  r n d  g io s ^  m a  g in  i m p r o v e d  in  t h e  f o u r th  q u a r t e r  o f  2 0 0 4  fo r  a l l  th r e e  m a j o r  p r o d u c t  

g r o u p s  b o th  y c a r - o v c r - v e a r  a n d  a s  c o m p a r e d  to  t h e  th i rd  q u a r t e r  o f  2 0 0 4 ,  S t r o n g  u r e a  a n d  o t h e r  

n i t r o g e n  s a l e s  m o r e  th a n  o f f s e t  a  w e a k  fa l l  a m m o n i a  a p p l i c a t i o n  s e a s o n  in N o r t h  A m e r i c a  d u e  to  

w e a th e r .  A v e r a g e  n i t r o g e n  m a r g i n s  r e a c h e d  S 8 2  p e r  t o n n e ,  r e p r e s e n t i n g  an  e ig h t  p e r c e n t  

in c r e a s e  c o m p a r e d  to  th e  t h i r d  q u a r t e r  a n d  a  2 8  p e r c e n t  i n c r e a s e  o v e r  t h e  s a m e  q u a r t e r  las t y e a r .  

T h e s e  h i g h e r  m a r g i n s  w e r e  r e a l i z e d  in  s p i t e  o f  o u r  e f f e c t i v e  g a s  c o s t  i n c r e a s i n g  b y  S I . 23  

'M M B t u  f r o m  th e  f o u r th  q u a r t e r  o f  2 0 0 3  to  S 4 .5 4  / M M B t u  fo r  f o u r th  q u a r t e r  2 0 0 4  p r o d u c t io n .  

T h e  A E C O  b a s i s  a v e r a g e d  S I . 0 6  / 'M M B tu  fo r  t h e  fo u r th  q u a r t e r  a n d  SO.8 6  / M M B t u  f o r  th e  y e a r .  

A g r i u m ' s  a v e r a g e  p o t a s h  p r i c e  c o n t i n u e d  to  s t r e n g th e n ,  i n c r e a s i n g  e ig h t  d o l l a r s  p e r  t o n n e  o v e r  

th e  th i rd  q u a r t e r ,  a n d  A g r i u m ' s  f o u r th  q u a r t e r  a v e r a g e  p h o s p h a t e  m a r g i n s  i n c r e a s e d  b y  s e v e n  

d o l l a r s  p e r  t o n n e  o v e r  th e  p r e v i o u s  q u a r t e r .

•  O u r  R e ta i l  r e s u l t s  w e r e  e x c e l l e n t ,  w i t h  to ta l  R e ta i l  E B I T D A  o f  S21 - m i l l i o n  f o r  th e  q u a r t e r  

a n d  S 9 9 - m i l l i o n  fo r  th e  y e a r .  O u r  L P S . - b a s e d  r e ta i l  o p e r a t i o n s  d e l i v e r e d  a n  e ig h t h  

c o n s e c u t i v e  y e a r  o f  r e c o r d  e a r n i n g s  a n d  o u r  S o u t h  A m e r i c a n - b a s e d  o p e r a t i o n s  

c o n t r i b u t e d  S I  1- m i l l i o n  in  E B I T D A  fo r  t h e  y e a r .  In  F e b r u a r y ,  A g r i u m  a n n o u n c e d  th e  

a c q u i s i t i o n  o f  a d d i t i o n a l  r e ta i l  o p e r a t i o n s  in  A r g e n t i n a ,  C h i l e  a n d  B o l iv ia .

•  C a s h  p r o v i d e d  b y  o p e r a t i n g  a c t i v i t i e s  w a s  S 1 91 - m i l l i o n  in  th e  f o u r th  q u a r t e r ,  b r i n g i n g  th e

to ta l  c a s h  p r o v i d e d  b y  o p e r a t i n g  a c t i v i t i e s  to  S 4 4 9 - m i l l i o n  fo r  2 0 0 4 .  In  J a n u a r y ,  w e  

a n n o u n c e d  th e  r e d e m p t i o n  o f  o u r  e i g h t  p e r c e n t  p r e f e r r e d  s e c u r i t i e s .  In  2 0 0 4 .  th e s e  

p r e f e r r e d  s e c u r i t i e s  d i l u t e d  o u r  e a r n i n g s  p e r  s h a r e  b y  SO. 1 1.

■ M o o d y ’s  r a t in g  a g e n c y  a n n o u n c e d  th i s  w e e k  th e y  h a v e  a f f i r m e d  th e  s e n i o r  u n s e c u r e d

d e b t  r a t i n g  o f  B a a 2  f o r  A g r i u m ,  a n d  r a i s e d  th e i r  o u t l o o k  f r o m  n e g a t i v e  to  s t a b le  d u e  to  

i m p r o v e d  f i n a n c ia l  c o n d i t i o n s  a n d  a  s o l id  i n d u s t r y  o u t l o o k .

•  In  F e b r u a r y ,  w c  a n n o u n c e d  p l a n s  to  c o m p l e t e  th e  e n g i n e e r i n g  w o r k  to  e x p a n d  o u r  

p r o d u c t i o n  c a p a b i l i t y  fo r  o u r  p a t c n t e d - p r o c e s s  c o n t r o l l e d  r e l e a s e  u re a  p r o d u c t s .  O n e  o f  

th e s e  p r o d u c t s .  E S N t f t . r e c e n t l y  r e c e i v e d  tw o  s e p a r a t e  a w a r d s ,  o n e  in  C a n a d a  a n d  o n e  in  

th e  U .S . .  fo r  b e s t  n e w  f a r m  t e c h n o l o g i e s .

E x c l u d i n g  S p e c i a l  I t e m s ,  c o n s i s t i n g  o f  th e  K e n a i - r e l a l c d  a w a r d  a n d  s e t t l e m e n t  in  2 0 0 4  a n d  th e  

w r i t e - d o w n  o f  o u r  K e n a i  facili ty '  in 2 0 0 3 ,  n e t  e a r n i n g s  f o r  th e  f o u r th  q u a r t e r  o f  2 0 0 4  s e t  a  new' 

r e c o r d  a t  S 7 5 - n i i l l i o n  ( S 0 .5 2  d i l u t e d  e a r n i n g s  p t .  s h a r e ) ,  m o r e  t h a n  d o u b l e  net  e a r n i n g s  o f  S31 - 

m i l l i o n  (SO.2 2  d i l u t e d  e a r n i n g s  p e r  s h a r e )  f o r  th e  s a m e  p e r i o d  in  2 0 0 3 .  E x c l u d i n g  S p e c i a l  I t e m s ,  

n e t  e a r n i n g s  f o r  th e  y e a r  2 0 0 4  w e r e  S 2 2 4 - m i l l i o n  ( S I .56  d i l u t e d  e a r n i n g s  p e r  s h a r e ) ,  a  s i g n i f i c a n t  

i m p r o v e m e n t  o v e r  2 0 0 3  n e t  e a r n i n g s  o f  S I  1 9 - m i l l i o n  (SO .8 2  d i l u t e d  e a m i n g s  p e r  sh a re ) .



M A N A G E M E N T ’S D I S C U S S IO N  A N D  A N A L Y S IS

F e b r u a r y  9 , 2 0 0 5

T h e  f o l l o w i n g  M a n a g e m e n t ’s  D i s c u s s i o n  a n d  A n a l y s i s  ( M D & A )  c o n t a i n e d  in  t h i s  i n t e r i m  r e p o r t  

u p d a t e s  o u r  a n n u a l  M D & A  i n c l u d e d  in o u r  2 0 0 3  A n n u a l  R e p o r t  to  S h a r e h o l d e r s ,  to  w h i c h  

r e a d e r s  a r e  r e f e r r e d .  N o  u p d a t e  is p r o v i d e d  w h e r e  a n  i t e m  is n o t  m a t e r i a l  o r  t h e r e  h a s  b e e n  n o  

m a te r i a l  c h a n g e  f r o m  t h e  d i s c u s s i o n  in  o u r  a n n u a l  M D & A .

0\ ERVIEW OF COS SOU DA TED FINANCIAL HIGHLIGHTS 

N et E a rn in g s

A g r i u m ’s  f o u r th  q u a r t e r  c o n s o l i d a t e d  n e t  e a r n i n g s  w e r e  S I  0 2 - m i l l i o n ,  u p  $ 2 1 1 -m i l l i o n  f r o m  th e  

S 1 0 9 - m i l l i o n  n e t  lo s s  r e p o r t e d  fo r  t h e  s a m e  q u a r t e r  o f  2 0 0 3 .  D i lu t e d  e a r n i n g s  p e r  s h a r e  w e r e  

S 0 .7 I  c o m p a r e d  to  a l o s s  o f  SO.8 9  f o r  th e  s a m e  q u a r t e r  la s t  y e a r .  W h i l e  e a r n i n g s  c o n t i n u e  to  

b e n e f i t  f r o m  t h e  t ig h t  s u p p l y  a n d  d e m a n d  f e r t i l i z e r  m a r k e t  f u n d a m e n t a l s ,  o u r  f o u r th  q u a r t e r  

r e s u l t s  w e r e  i m p r o v e d  b y  th e  r e c o g n i t i o n  o f  l i q u id a t e d  d a m a g e s  in  th e  q u a r t e r  u n d e r  th e  

A r b i t r a t i o n  P a n e l  aw a r d  a n d  a  S 3 6 - m i l l i o n  g a i n  r e c o g n i z e d  f ro m  t h e  s e t t l e m e n t  o f  l i t i g a t io n ,  b o th  

r e l a te d  lo  o u r  K e n a i ,  A l a s k a  n i t r o g e n  fa c i l i ty .

T h e  K e n a i  l i t i g a t i o n  s e t t l e m e n t  r e s o l v e d  o u r  l o n g - s t a n d i n g  d i s p u t e  w i th  U n i o n  O i l  C o m p a n y  o f  

C a l i f o r n i a  ( U n o c a l )  o v e r  o b l i g a t i o n s  u n d e r  t h e  P u r c h a s e  a n d  S a l e s  A g r e e m e n t ,  a s s o c i a t e d  E a r n ­

o u t  o b l i g a t i o n s  a n d  g a s  s u p p l y  i s s u e s .  T h e  s e t t l e m e n t  a g r e e m e n t  e s t a b l i s h e s  a  d e f i n i t i v e  g a s  

s u p p l y  o b l i g a t i o n  f r o m  U n o c a l  to  t h e  K e n a i  fa c i l i ty  u p  u n t i l  O c t o b e r  3 1 ,  2 0 0 5 .  A g r i u m  in t e n d s  

t o  c lo s e  t h e  K e n a i  f a c i l i ty  in N o v e m b e r  o f  2 0 0 5  u n le s s  a l t e r n a t e  e c o n o m i c  g a s  s u p p l i e s  c a n  b e  

o b t a i n e d .

F o r  th e  y e a r ,  c o n s o l i d a t e d  n e t  e a r n i n g s  w e r e  S 2 7 6 - m i l l i o n .  o r  SI .91 d i l u t e d  e a r n i n g s  p e r  sh a re .  

T h i s  is a  S 2 9 7 - m i l l i o n  i m p r o v e m e n t  o v e r  t h e  p r i o r  y e a r  c o n s o l i d a t e d  ne t  l o s s  o f  S 2 1 - m i l l i o n  o r  

SO.2 5  d i l u t e d  l o s s  p e r  s h a r e .  T h e  2 0 0 3  y e a r  i n c l u d e d  a S I  4 0 - m i l l i o n  a f t e r - t a x  a s s e t  im p a i r m e n t  

o n  o u r  K e n a i  o p e r a t i o n s ,  w h i l e  th e  2 0 0 4  r e s u l t s  i n c l u d e d  S 8 6 - m i l l i o n  ( S 5 2 - m i l l i o n  a f t e r - t a x )  

K e n a i  a w a r d  a n d  s e t t l e m e n t .  E x c l u d i n g  a ll  K e n a i  r e l a t e d  i t e m s  in  b o t h  y e a r s ,  n e t  e a r n i n g s  w o u ld  

h a v e  b e e n  S 2 2 4 - m i l l i o n .  o r  S I . 5 6  d i l u t e d  e a r n i n g s  p e r  s h a r e  in  2 0 0 4  c o m p a r e d  to  S I  1 9 -m i l l io n ,  

o r  S 0 .8 2  d i l u t e d  e a r n i n g s  p e r  s h a r e  in  2 0 0 3 .

T h e  g r o w t h  in  b o th  q u a r t e r l y  a n d  full y e a r  n e t  e a r n i n g s  is l a r g e ly  a t t r i b u t e d  to  W h o l e s a l e  

o p e r a t i o n s  in  b o th  N o r t h  a n d  S o u th  A m e r i c a ,  w h i c h  h a v e  b e n e f i t e d  f ro m  t h e  t i g h t  s u p p l y  a n d  

d e m a n d  f e r t i l i z e r  m a r k e t  f u n d a m e n t a l s .



Cash Provided by Operating Activities

O p e r a t i n g  a c t i v i t i e s  p r o v i d e d  c a s h  01  Z  1 9 1 - m i l l i o n  in  th e  f o u r th  q u a r t e r  o f  2 0 0 4  c o m p a r e d  $ 7 0 -  

m i l l i o n  f o r  th e  s a m e  q u a r t e r  o f  2 0 0 3 .  T h e  i n c r e a s e  o f  S 121 - m i l l i o n  is  d u e  t o  im p r o v e d  e a r n i n g s  

a n d  th e  K e n a i  a w a r d  a n d  s e t t l e m e n t .

F in a n c ia l  P osi t io n

C a s h  b a l a n c e s  i n c r e a s e d  S 2 2 5 - m i l I io n  to  e n d  th e  y e a r  a t  $ 4 2 5 - m i l l i o n .  l a r g e ly  a t t r i b u t a b l e  lo  c a s h  

p r o v i d e d  b y  o p e r a t i n g  a c t i v i t i e s .

C o n s o l i d a t e d  i n v e n t o r i e s  h a v e  i n c r e a s e d  b y  S 7 9 - m i l l i o n  c o m p a r e d  to  th e  p r i o r  y e a r .  T h e  

m a j o r i t y  o f  th i s  i n c r e a s e  is  c o m p r i s e d  o f  an  a d d i t i o n a l  1 7 5 - t h o u s a n d  t o n n e s  o f  a m m o n i a  

i n v e n t o r y  r e s u l t i n g  f r o m  th e  l a t e  h a r v e s t  a n d  e a r l y  u  i n t e r  in  W e s t e r n  C a n a d a  a n d  th e  N o r th e r n  

P la in s .  L o w e r  a p p l i c a t i o n  r a t e s  in  th e  fa l l  2 0 0 4  s e a s o n  s h o u l d  r e s u l t  in s t r o n g  a p p l i c a t i o n  

d e m a n d  m  th e  2 0 0 5  s p r i n g  s e a s o n

O t h e r  l i a b i l i t i e s  a r c  u p  l a r g e ly  d u e  to  s h u t d o w n  c o s t s  a c c r u e d  fo r  t h e  i n t e n d e d  c l o s u r e  o l  th e  

K e n a i .  A l a s k a  n i t r o g e n  f a c i l i ty  in  N o v e m b e r  2 0 0 5 .

HI 'SISESS SEGMEST PE R FOR SI A \CE

R eta i l

In t h e  f o u r th  q u a r t e r  o f  2 0 0 4 .  w e  i n t e g r a t e d  o u r  N o r t h  a n d  S o u t h  A m e r i c a  R e ta i l  s e g m e n t s  

in to  o n e  R e ta i l  s e g m e n t .  T h e  c h a n g e  w a s  a  r e f l e c t i o n  o f  o r g a n i z a t i o n a l  a n d  o p e r a t i o n a l  

c h a n g e s  th a t  a l i g n e d  a n d  in t e g r a t e d  o u r  S o u t h  A m e r i c a  R e ta i l  s e g m e n t  w i t h  N o r t h  A m e r i c a  

R e ta i l .
• F o u r t h  q u a r t e r  2 0 0 4  R e ta i l  E B I T  w a s  u p  $ 1 1 - m i l l i o n  o v e r  th e  s a m e  p e r i o d  las t  y e a r .  T h e  

i n c r e a s e  is a t t r i b u t a b l e  to  b o t h  g r o w t h  in  f e r t i l i z e r  s a l e s  p r i c e s  a n d  v o lu m e s .

• L o w e r  e x p e n s e s  r e l a t i v e  lo  l i a b i l i t y  c l a i m s  a n d  a c c o u n t s  r e c e i v a b l e  w r i t e - o f f s  a l s o  

c o n t r i b u t e d  to  th e  E B I T  in c r e a s e .

N o r th  A m e r ic a  W h o le sa le

• W h o l e s a l e  E B I T  fo r  t h e  f o u r th  q u a r t e r  o f  2 0 0 4  w a s  $ 1 4 0 - m i l l i o n ,  u p  $ 3 1 3 - m i l l i o n  f ro m  a 

n e g a t i v e  E B I T  o f  $ 1 7 3 - m i l l i o n  fo r  th e  s a m e  p e r i o d  la s t  y e a r .  E x c l u d i n g  K e n a i  r e l a te d  i t e m s  

f r o m  b o t h  y e a r s .  W h o l e s a l e  E B I T  f o r  th e  f o u r th  q u a r t e r  w a s  $ 9 5 - m i l l i o n  in 2 0 0 4  a n d  S 6 2 -  

m i l l i o n  in 2 0 0 3 .
• G r o s s  p r o f i t  in  th e  f o u r th  q u a r t e r  o f  2 0 0 4  w a s  u p  b y  $ 4 1 - m i l l i o n  o v e r  t h e  s a m e  q u a r t e r  las t 

y e a r ,  w i t h  i n c r e a s e d  m a r g i n  p e r  to n r .e  in  e v e r y  p r o d u c t  c a te g o ry ' .  In th e  q u a r t e r .  P o ta s h  

e x p e r i e n c e d  th e  l a r g e s t  in c r e a s e  in  g r o s s  p r o f i t  o f  S I  7 - m i l l i o n ,  p r i m a r i l y  d u e  lo  h i g h e r  p r i c e s .  

T h e  g r o w t h  in  P o t a s h  e a r n i n g s  is a  r e f l e c t i o n  o f  c o n t i n u e d  t i g h t  s u p p l y / d e m a n d  b a l a n c e ,  b o th  

i n t e r n a t i o n a l l y  a n d  in  N o r t h  A m e r i c a .  P h o s p h a t e  g r o s s  m a r g i n s  w e r e  u p  S I  1- m i l l i o n  d u e  to
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h i g h e r  p r i c e s  fo r  M o n o a m m o n i u m  P h o s p h a t e  ( M A P )  d r i v e n  b y  h i g h e r  a m m o n i a  p n e e s .

T o ta l  n i t r o g e n  i n c r e a s e  in  g r o s s  p r o f i t  o f  S I  3 - m i l l i o n  w a s  l a r g e l y  a t t r i b u t e d  t<> a  S 2 1 - m i l l i o n  

g r o w t h  in  u r e a  g r o s s  p r o f i t ,  a  r e f l e c t i o n  o f  t i g h t  s u p p l y / d e m a n d  f u n d a m e n t a l s  b o th  

i n t e r n a t i o n a l l y  a n d  in  N o r t h  A m e r i c a .  T h i s  w a s  p a r t i a l l y  o f f s e t  b y  a S 1 3 -m i l l i o n  d e c r e a s e  in 

a m m o n i a  g r o s s  p r o f i t  c o m p r i s e d  o f  lo w e r  d e m a n d  d u e  to  p o o r  w e a t h e r  c o n d i t i o n s  in I o r t h  

A m e r i c a  a n d  i n c r e a s e d  c o s t  o f  p r o d u c t  a t t r i b u t a b l e  t o  h i g h e r  g a s  c o s t s .

•  E x p e n s e s  ( i n c o m e )  in  t h e  f o u r th  q u a r t e r  o f  2 0 0 4  i n c l u d e  S 4 5 - r r i l l i o n  o f  K e n a i  r e l a t e d

in c o m e ,  c o m p r i s e d  o f  l i q u id a t e d  d a m a g e s  f r o m  th e  A r b i t r a t i o n  P a n e l  a w a r d  a n d  a  g a in  f r o m  

th e  s e t t l e m e n t  o f  l i t ig a t io n .  T h e  p r i o r  y e a r  fo u r th  q u a r t e r  i n c l u d e s  a  K e n a i  a s s e t  i m p a i r m e n t  

p r e - t a x  e x p e n s e  o f  S 2 3 5 - m i l l i o n .  E x c l u d i n g  t h e s e  K e n a i  r e l a t e d  i t e m s  f r o m  b o th  y e a r s ,  

e x p e n s e s  ( i n c o m e )  fo r  W h o l e s a l e  w e r e  u p  b y  S 8 - m i l l i o n  in  th e  f o u r th  q u a r t e r  o f  2 0 0 4  

c o m p a r e d  to  t h e  s a m e  p e r i o d  o f  2 0 0 3 .  l a r g e ly  r e l a t i n g  to  K e n a i  E a r n - o u t  a c c r u e d  p r i o r  to  o u r  

s e t t l e m e n t  w i th  U n o c a l  in  D e c e m b e r ,  2 0 0 4 ,

S o u th  A m e r ic a  W h o le s a le

• W h o l e s a l e  E B I T  w a s  S 2 3 - m i l l i o n  a n d  g r o s s  p r o f i t  w a s  S 2 8 - m i ! l i o n  fo r  th e  fo u r th  q u a r t e r  in  

2 0 0 4 .  u p  S 7 - m i l l i o n  a n d  S 6 - m i l l i o n  r e s p e c t i v e l y  f r o m  th e  s a m e  p e r i o d  la s t  y e a r .  T h e  i n c r e a s e  

is  p r i m a r i l y  a t t r i b u t a b l e  to  h i g h e r  u r e a  in t e r n a t io n a l  p r i c e s  w h i c h  i m p a c t e d  b  th  d o m e s t i c  a n d  

e x p o r t  s e l l i n g  p r i c e s ,  c o n s i s t e n t  w i th  t i g h t e n e d  s u p p l y  d e m a n d  b a la n c e .

O t h e r

• E B I T  f o r  o u r  O t h e r  n o n - o p e r a t i n g  b u s i n e s s  s e g m e n t  fo r  t h e  f o u r th  q u a r t e r  o f  2 0 0 4  w a s  u p  S 5 -  

m i l l i o n  o v e r  th e  s a m e  p e r i o d  la s t  y e a r .  T h i s  i n c r e a s e  is l a r g e l y  r e l a t e d  to  fo r e ig n  c x d v m g e  

g a i n s  o n  t h e  t r a n s l a t i o n  o f  U .S .  d o l l a r  w o r k i n g  c a p i t a l  in  o u r  C a n a d i a n  p a r e n t  c o m p a n y .

SELECTED QL ARTERL) INFORMA TIOS
( U n a u d i t e d ,  in  m i l l i o n s  o f  U .S .  d o l l a r s ,  e x c e p t  p e r  s h a r e  i n f o r m a t i o n )

20(14 2003
(.14 02 01 04 03 02 01

N et  sales 720 672 1,011 4 3 5 637 561 929 372

G ro s s  Profil 254 231 283 142 204 172 252 111

Nei ea rn in gs  (loss) 
E a rn in gs  ( loss)  per share

1(12 87 75 12 (109) 25 69 (6)

-bas ic 0.76 0.65 0 .56 0 .07 (0 .8 9 ) 0.18 0.53 (0 .0 7 )

-d ilu ted 0.71 0 .60 0 .52 0 .07 (0 .8 9 ) 0.17 o.47 (0 .07)

T h e  f e r t i l i z e r  b u s i n e s s  is s e a s o n a l  

d i r e c t l y  c o m p a r a b l e .

in n a tu r e . C o n s e q u e n t l y ,  q u a r t e r - t o - q u a r t e r  r e s u l t s ;a rc  n o t



NON-GAAP MEASURES
In  th e  d i s c u s s i o n  o f  o u r  p e r f o r m a n c e  fo r  t h e  q u a r t e r ,  in a d d i t i o n  to  th e  p r i m a r y  m e a s u r e s  o f  

e a r n i n g s  a n d  e a r n i n g s  p e r  s h a r e ,  w e  m a k e  r e f e r e n c e  to  E B I T  ( e a r n i n g s  b e f o r e  i n t e r e s t  e x p e n s e  

a n d  i n c o m e  t a x e s )  a n d  E B I T D A  ( e a r n i n g s  b e f o r e  in t e r e s t  e x p e n s e ,  i n c o m e  t a x e s ,  d e p r e c i a t i o n ,  

a m o r t i z a t i o n  a n d  a s s e t  im p a i r m e n t ) .  W e  c o n s i d e r  E B I T  a n d  E B I T D A  to  b e  u s e f u l  m e a s u r e s  o f  

p e r f o r m a n c e  b e c a u s e  i n c o m e  tax  j u r i s d i c t i o n s  a n d  b u s i n e s s  s e g m e n t s  a r c  n o t  s y n o n y m o u s ,  a n d  

w e  b e l i e v e  t h a t  a l l o c a t i o n  o f  i n c o m e  ta x  c h a r g e s  d i s to r t s  t h e  c o m p a r a b i l i t y  o f  h i s to r i c a l  

p e r f o r m a n c e  f o r  th e  d i f f e r e n t  b u s i n e s s  s e g m e n t s .  S i m i l a r l y ,  f i n a n c i n g  a n d  r e l a t e d  in te re s t  

c h a r g e s  c a n n o t  b e  a l l o c a t e d  to  all b u s i n e s s  s e g m e n t s  o n  a  b a s i s  t h a t  is m e a n i n g f u l  fo r  c o m p a r i s o n  

w i t h  o t h e r  c o m p a n i e s .  E B I T  a n d  E B I T D A  m e a s u r e s  a r e  a l s o  u s e d  e x t e n s i v e l y  in  th e  c o v e n a n t s  

r e l a t i n g  to  o u r  f i n a n c in g  a r r a n g e m e n t s .

E B I T  a n d  E B I T D A  a r e  no t  r e c o g n i z e d  m e a s u r e s  u n d e r  G A A P ,  a n d  o u r  m e t h o d  o f  c a l c u l a t i o n  

m a y  n o t  b e  c o m p a r a b l e  to  o t h e r  c o m p a n i e s .  E B I T  s h o u l d  t h e r e f o r e  n o t  b e  u s e d  a s  a n  a l t e r n a t iv e  

to  n e t  e a r n i n g s  ( l o s s )  d e t e r m i n e d  in a c c o r d a n c e  w i t h  G A A P  as  a n  i n d i c a t o r  o f  o u r  p e r f o r m a n c e .  

S i m i l a r l y ,  E B I T D A  s h o u l d  n o t  b e  u s e d  a s  a n  a l t e r n a t i v e  to  c a s h  p r o v i d e d  b y  ( u s e d  in )  o p e r a t i n g  

a c t i v i t i e s  a s  d e t e r m i n e d  in a c c o r d a n c e  w i th  G A A P .

6



KEY RISKS AND UNCERTAINTIES

L o o k i n g  F o rw  a r d  to  t h e  F i r s t  H a l f  o f  2 0 0 5

A s A g n u m  looks forward to the First H a l f  o f  2005 . there  arc a nu m b er  o f  factors that may 
positive ly  im pact our future results:

•  In  2 0 0 4 .  a b o v e  a v e r a g e  C a n a d i a n  g r a i n  p r o d u c t i o n  a n d  r e c o r d  U .S .  c o m  a n d  s o y b e a n  

p r o d u c t i o n  i n c r e a s e d  so i l  n u t n c n t  r e m o v  a l  a n d  b o o s t e d  U .S .  f a r m  i n c o m e  to  r e c o r d  h ig h  

l e v e l s .

•  W e s t e r n  C a n a d i a n  m o i s t u r e  c o n d i t i o n s  a rc  . u g n i f i c a n t l y  i m p r o v e d  c o m p a r e d  to  th i s  t i m e  

l a s t  y e a r .  In  a d d i t i o n ,  fall a p p l i c a t i o n  in  W e s t e r n  C a n a d a  a n d  s e v e r a l  r e g i o n s  o f  th e  U .S .  

w a s  c u t  s h o r t  in  2 0 0 4  a s  a r e s u l t  o f  w e a t h e r - r e l a t e d  c o n s t r a i n t s .  T h e s e  f a c to r s  s h o u ld  

s u p p o r t  s t r o n g  n u t r i e n t  d e m a n d  d u r i n g  th e  u p c o m i n g  s p r in g  s e a s o n .

•  N o r t h  A m e r i c a n  p o t a s h  inv e n t o r i e s  a r e  d o w n  a:, o f  D e c e m b e r  2 0 0 4  c o m p a r e d  to 

D e c e m b e r  2 0 0 3 .  F o r  u r e a ,  th e  p a c e  o f  o f  f s h o r e  i m p o r t s  h a s  s i g n i f i c a n t l y  l a g g e d  b e h in d  

la s t  y e a r ,  w h i l e  p r o d u c e r  i n v e n t o r i e s  r e m a i n  s i m i l a r  o n  a y c a r - o v e r - y e a r  b a s i s .

•  T h e  C h i n e s e  g o v e r n m e n t  h a s  a n n o u n c e d  th e  e l i m i n a t i o n  o f  t h e  1 1 p e r c e n t  V a l u e  A d d e d  

T a x  r e b a t e  o n  C h i n e s e  u r e a  e x p o r t s  a n d  i m p o s e d  th e  e q u i v a l e n t  o f  a S 3 1.5 0  p e r  t o n n e  tax  

o n  C h i n e s e  e x p o r t s  e f f e c t i v e  J a n u a r y  I .  2 0 0 5 .  B o th  m e a s u r e s  s h o u l d  l im i t  C h i n e s e  u r e a  

e x p o r t s .

•  T h e  r e c e n t  f i n d i n g  o f  A s i a n  ru s t  in  th e  U .S .  c o u .  1 s u p p o r t  m o r e  c o m  a n d  c o t t o n  a c r e a g e  

at t h e  e x p e n s e  o f  s o y b e a n s .  T h i s  w o u l d  b e  p o s i t i v e  f o r  f e r t i l i z e r  u s e ,  e s p e c i a l l y  n i t r o g e n .  

A s i a n  ru s t  a l s o  h a s  th e  p o t e n t i a l  t o  i n c r e a s e  c h e m i c a l  a p p l i c a t i o n  o n  s o y b e a n s ,  w h i c h  

w o u l d  b e  p o s i t i v e  f o r  c h e m i c a l  r e v e n u e s  in  o u r  U . S . - b a s e d  r e t a i l  o p e r a t io n s .

O f f s e t t i n g  t h e s e  p o s i t i v e  i n d i c a t o r s  a r e  s o m e  n e g a t i v e  f a c t o r s  th a t  m a y  a d v e r s e l y  i m p a c t  f u tu r e  

re s u l t s :

•  N o r t h  A m e r i c a n  c r o p  p r i c e s  a r e  l o w e r  t h a n  l a s t  y e a r  a t  th i s  t i m e  d u e  to  th e  s i g n i f i c a n t  

in c r e a s e  in  g lo b a l  a n d  U .S .  g r a i n  a n d  o i l s e e d  p r o d u c t i o n  d u r i n g  2 0 0 4 .  D e s p i t e  th is  

i n c r e a s e d  p r o d u c t i o n ,  g lo b a l  g r a i n  s t o c k s  r e r \  in  w e l l  b e lo w  h i s to r i c a l  lev e ls .

•  I n t e r n a t i o n a l  a m m o n i a  p r i c e s  d e c l i n e d  in  J a n u a r y  2 0 0 5  in  p a r t  d u e  to  a b u i ld  u p  o f  

s u p p l i e s  in  k e y  e x p o r t i n g  r e g i o n s .

•  N o r t h  A m e r i c a n  p r o d u c e r  i n v e n t o r i e s  o f  p h o s p h a t e  a n d  a m m o n i a  w e r e  h i g h e r  a s  o f  

D e c e m b e r  2 0 0 4  c o m p a r e d  to  D e c e m b e r  2 0 0 3 .

•  H ig h  a n d  v o l a t i l e  N o r t h  A m e r i c a n  n a tu r a l  g a s  p r i c e s  c o u l d  n e g a t i v e l y  im p a c t  N o r th  

A m e r i c a  W h o l e s a l e ' s  m a r g in s .

•  T h e  C a n a d i a n  d o l l a r  r e m a i n s  s t r o n g  re la t iv  e  to  t h e  U .S .  d o l l a r ,  w h ic h  n e g a t i v e l y  i m p a c t s  

A g r i u m ' s  C a n a d i a n  d o l l a r - d e n o m i n a t e d  c o s t s .

O T H E R

A g r i u m  Inc .  is a  l e a d i n g  g l o b a l  p r o d u c e r  a n d  m a r k e t e r  o f  a g r i c u l t u r a l  n u t r i e n t s  a n d  in d u s t r i a l  

p r o d u c t s  a n d  a  m a j o r  r e t a i l  s u p p l i e r  o f  a g r i c u l t u r a l  p r o d u c t s  a n d  s e r v i c e s  in b o t h  N o r t h  a n d  S o u th  

A m e r i c a .  A g r i u m  p r o d u c e s  a n d  m a r k e t s  th r e e  p r i m a r y  g r o u p s  o f  n u t r i e n t s :  n i t r o g e n ,  p h o s p h a t e  

a n d  p o t a s h  a s  w e l l  a s  m i c r o n u t r i e n t s .  A g r i u m ' s  s t r a t e g y  is  to  g r o w  t h r o u g h  in c r e m e n t a l
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e x p a n s i o n  o f  i ts  e x i s t i n g  o p e r a t i o n s  a n d  a c q u i s i t i o n s  a s  w e l l  a s  th e  d e v e l o p m e n t ,  

c o m m e r c i a l i z a t i o n  a n d  m a r k e t i n g  o f  new  p r o d u c t s  a n d  i n t e r n a t i o n a l  o p p o r t u n i t i e s .

C e r ta in  s ta tem en ts  in  th is  p re s s  re le a se  c o n s titu te  f o r w a r d - lo o k in g  s ta tem en ts . S u ch  fo rw a rd - lo o k in g  s ta tem en ts  
in v o lv e  kn o w n  a n d  u n k n o w n  r is k s  a n d  u n c e rta in tie s , in c lu d in g  tho se  r e fe r re d  to  in  the  m a n a g e m e n t d is c u s s io n  a n d  
a n a ly s is  s e c tio n  o f  th e  C o rp o ra t io n 's  m o s t re c e n t a n n u a l re p o r t  lo  sh a re h o ld e rs , w h ic h  m a y  cause th e  a c tu a l re su lts , 
p e r fo rm a n c e  o r  a ch ie ve m e n ts  o f  the  C o rp o ra t io n  to  be  m a te r ia lly  d if fe re n t  f r o m  a n y  fu tu r e  re su lts , p e r fo rm a n c e  o r  
a ch ie v e m e n ts  e xp re sse d  o r  im p lie d  b y  su ch  fo r w a r d - lo o k in g  s ta te m e n ts  A  n u m b e r  o f  fa c to r s  c o u ld  ca use  a c tu a l  
re s u lts  lo  d if fe r  m a te r ia l ly  f r o m  those in  the  fo r w a r d - lo o k in g  s ta tem en ts , in c lu d in g ,  h u t n o t l im ite d  to . w e a th e r  
c o n d it io n s , th e  fu tu r e  su p p ly , dem and , p r ic e  le v e l a n d  v o la t i l i t y  o f  n a tu r a l  g as . fu tu re  p r ic e s  o f  n itro g e n , p h o s p h a te  
a n d  p o ta sh , the  d if fe re n t ia l  p r ic in g  o f  n a tu ra l  g a s  in  v a r io u s  m a rke ts , th e  f u t u r e  g a s  p r ic e s  a n d  a v a i la b i l i t y  a t  K e n a i.  
th e  e xcha n ge  ra le s  f o r  U.S.. C a n a d ia n . A rg e n t in e , a n d  C h ile a n  c u rre n c ie s . S o u th  A m e r ic a n  g o v e rn m e n t p o l ic y .  
S o u th  A m e r ic a n  d o m e s tic  f e r t i l i z e r  co n su m p tio n , f u tu r e  f e r t i l i z e r  in v e n to r )  leve ls , fu tu r e  n itro g e n , p o ta s s iu m  a n d  
p h o s p h a te  c o n s u m p tio n  in  N o r th  A m e ric a , fu tu re  c ro p  p r ic e s , fu tu re  le v e ls  o f  n it ro g e n  im p o r ts  in to  N o r th  A m e r ic a  
a n d  fu tu r e  a d d it io n a l fe r t i l iz e r  c a p a c ity  a n d  o p e ra t in g  ra le s . A g r iu m  d is c la im s  a n y  in te n tio n  o r  o b l ig a t io n  to  u p d a te  
o r  re v ise  a m  fo rw a rd - lo o k in g  in fo n n a l io n  as a  re s u lt  o f  n e w  in fo rm a t io n  o r  fu tu re  events

A  W E B S I T E  S I M U L C A S T  o f  t h e  2 0 0 4  4 lh Q u a r t e r  C o n f e r e n c e  C a l l  w i l l  b e  a v a i l a b l e  in  a  l i s t c n -  

o n l v  m o d e  b e g i n n i n g  T h u r s d a y ,  F e b r u a r y  10th  a t  9 : 3 0  a .m .  M T  ( 1 1 :3 0  a .m .  E l  ). I’le a s e  v i s i t  th e  

f o l l o w i n g  w e b s i t e :  w w w  . a n r i u m . c o m

8



A G R I U M  IN C .
C o n so lid a ted  S ta te m e n ts  o f  O p e ra t io n s  and  R e ta in ed  E a rn in g s  

(M il l ion s  o f  U.S. do llars ,  e x cep t  p e r  share  in fo rm at io n )  
(U n aud ited )

T h r e e  m o n t h s  e n d e d  

D e c e m b e r  3 1 .

T w e lv e  m o n t h s  e n d e d  

D e c e m b e r  31.

2 0 0 4 2003 -------- 2004 2003

Sa les S 766 S 677 S 3.001 S 2 ,630

D irec t freight 46 4 0 163 131

N e t  sa le s 720 637 2.838 2,499

C o s t  o f  p rod uc t 466 433 1,928 1.760

G r o s s  p r o f i t 254 204
--------

910 739

E x p e n s e s  ( i n c o m e )
S e ll ing ,  gen e ra l  and adm in is tra t ive 83 82 301 286

D ep rec ia t io n  and  am o r t iza t ion 3 9 39 156 140

K enai aw ard  and  se t t lem en t (no te  2) (45) - (86) -

A sse t im p a irm en t - 235 - 235

R oyalt ies  a n d  o ther  taxes 6 4 29 17

O th e r  e x p e n se s 3 ■A 43 40

S<> 372 --------
443 718

E a r n i n g s  (loss) b e fo r e  i n t e r e s t  e x p e n s e  a n d  in c o m e  ta x e s 168 (168) 467 21

In terest  on lo n g - te rm  debt 13 14 51 58

O th e r  in terest 3 1 4 5

E a r n i n g s  (loss) b e f o r e  in c o m e  ta x e s 152 (183) 412 (42)

C u rren t  in c o m e  taxes ( r eco v e ry ) 24 (13) 99 ->2

F u tu re  in c o m e  taxes ( reduc tion ) 26 (61) 37 (43)

In c o m e  taxes 50 (74) 136 (21)

N et  e a r n i n g s  ( loss) 102 (109) 276 (21)

R e ta in ed  e a rn in g s  - beg in n in g  o f  period 3 0 5 264 145 191

C o m m o n  sh a re  d iv id en d s  decla red (7) (7 ) (14) (14)

P referred  secur it ies  ch a rges (2) (3 ) (9) (11)

R e t a i n e d  e a r n i n g s  - en d  o f  p e r io d S 3 9 8 S 145 s 3 9 8  S 145

E a r n i n g s  ( loss)  p e r  s h a r e  (n o te  7)

R asic S 0 .76 S (0 .89 ) s 2.04 S (0 .2 5 )

D i lu te d S 0.71 S (0 .89) s 1.91 S (0 .25 )
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A G R I U M  IN C .
C on so lid a ted  S ta tem en ts  o f  C ash  F lo w s  

(M ill ions  o f  U .S .  do llars)  
(U n a u d i te d )

O p e r a t i n g
Net e a rn in g s  ( loss)
I tem s not a ffec ting  cash

D eprec ia t ion  a n d  am or t iza t ion  
A sse t  im p a irm en t
K enai  aw ard  an d  se t t lem en t  (no te  2)

P roceeds  on se t t lem en t  (no te  2)
G ain  on  d isposa l  o f  asse ts  
F u ture  in co m e  taxes ( redu c tion )
F ore ig n  ex ch an g e
Net ch a n g e  in no n -cash  w o rk in g  capita l 

O th e r  opera t ing  

C a sh  p ro v id e d  by opera t in g  activ it ies

In v e s t in g
C ap ita l  expend itu res
D ec rease  ( in c rease )  in o th e r  assets
P ro ceed s  from d isposal  o f  asse ts  and  inves tm en ts
Net c h a n g e  in n o n -cash  w o rk in g  capital

O th e r

C ash  used  in inves ting  activ it ies

F i n a n c i n g
C o m m o n  shares  
R ank  in d eb tedn ess  r ep a y m en t  
L o ng - te rm  d eb t  rep ay m en t  
C o m m o n  share  d iv id en d s  paid  

P refe rred  secur i t ie s  ch a rg es  paid 
C ash  used  in f inancing  activ it ies

I n c r e a s e  in  c a sh  a n d  c a sh  e q u iv a l e n t s
C ash  and  cash  eq u iv a len ts  - b eg inn ing  o f  per io d  
C a s h  a n d  c a s h  e q u iv a l e n t s  - e n d  o f  p e r io d

T h r e e  m o n t h s  e n d e d T w e lv e  m o n t h s  e n d e d

D e c e m b e r  3 1 , D e c e m b e r  31.

20 0 4 2 0 0 3 2004 2003

S 102 S (109) S 276 S (21)

39 39 156 140
- 235 - 235

(36) - (36) -

25 - 25 -

(4) - (6) (5)
26 (61) 37 (43)

0 ) (3) (?) (8)
39 (32) (8) (1 1 4 )

1 1 10 2

191 70 449 186

(33) (32) (82) (99)

(7) 5 (14) 3

7 - 1(1 12
- 8 - 26

3 - 7 10

(30) (19) (4 8 )

4 5 12 6

( I ) - - (1 )
(36) (24) (134) (27)

- - (14) (14)

(2) (3) (9) (1 1 )

(35) (22) (145) (47)

126 29 225 91
299 171 200 109

S 425  S 200 S 4 25 S 20 0
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AGRIUM INC.
C o n so l id a ted  B alance  S heet 

(M il l ion s  o f  U .S. do llars)  
(U n a u d ite d )

As at
December 31,

2 0 0 4 2 0 0 3

A S S E T S  

C u r r e n t  a s se ts

C a s h  an d  cash  equ iv a len ts S 42 5  $ 2 0 0

A c c o u n ts  rece ivab le 388 314

Inven to r ie s 4 47 368

Prepa id  ex p en ses 56 60

1,316 9 4 2

C a p i t a l  a s s e ts 1.239 1.260

O t h e r  a s s e ts 77 71

F u t u r e  in c o m e  tax asse ts 24 -

S 2 .656  S 2 .273

L I A B I L I T I E S  A M )  S H A R E H O L D E R S 1 E Q U I T Y  

C u r r e n t  l iab i l i t ie s

A c c o u n ts  p a y a b le  and acc ru ed  liabil it ies S 4 7 2  S 404

C u rren t  po r t ion  o f  long- te rm  debt 60 121

532 525

L o n g - t e r m  d e b t

R e co u rse  debt 471 503

N o n -reco u rse  debt 69 i l l

54(1 614

O t h e r  l iab i l i t ie s 257 1SI

F u t u r e  in c o m e  tax l iab i l i t ie s 201 132

1,530 1.452

Shar> h o ld e r s '  e q u i ty

S n are  capital
A u th o r ized :  u n lim ited  c o m m o n  sha res  and  p re fe rred  securit ies  

Issued:
C o m m o n  shares :  2004  -  132-m illion (2003  -  127-m illion) 5 53 49 0

P referred  securities:
8 %  R ed eem ab le :  2 0 0 4  seven  m ill ion  7003 sev en  m il l ion )  (no te  5) 172 172

6".p C o n v e r t ib le ,  redeem ab le  2 0 0 4 -  nil (2003  tw o m il l io n )  (no te  5) - 50

C o n tr ib u ted  surp lus 2 1

R e ta in ed  ea rn in g s 39 8 145

C u m u la t iv e  t rans la t ion  ad jus tm ent 1 (37)

1.126 821

S 2 .65 6  S 2.273
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AGRIUM INC.
S u m m a r iz e d  N otes  to  th e  C o n s o l id a te d  F inanc ia l  S ta te m en ts  

For the  tw e lve  m o n th s  e n d e d  D e c e m b e r  31, 2004 
(M il l ion s  o f  U .S  d o l l a r ,  e x cep t  pe r  sh a re  am o un ts )

(U n a u d i te d )

1. SIGNIFICANT A C C O U N T I N G  POLICIES

T he C o rp o ra t io n ’s acco u n t in g  po lic ies  are  in a c c o rd a n c e  w ith  a cco u n t in g  p rinc ip les  gene ra l ly  acce p te d  in 
C a n ad a  and  are  cons is ten t  w ith  those o u tl ined  in llie annu a l  au d ited  f inancial s ta tem en ts  ex cep t  w h ere  
sta ted  be low . T h ese  in ter im  con so l id a ted  f in anc ia l  s ta tem e n ts  d o  not inc lude  all d isc losu res  no rm ally  
p ro v id ed  in ann u a l  financial s ta tem en ts  and  sh o u ld  b e  r ead  in co n ju n c t io n  w ith  the C o rp o ra t io n ’s aud ited  
co n so l ida ted  f inancial s ta tem en ts  for the  y ea r  en d e d  D e c e m b e r  31. 2 0 0 3 .  In m a n a g e m e n t 's  o p in io n ,  the  
in terim  co n so l id a ted  f inancial s ta tem en ts  in c lu d e  al) a d ju s tm e n ts  n e c e ssa ry  I present fairly such 

in fo rm at ion .

C er ta in  c o m p a ra t iv e  figures h a v e  been rec la ss i f ied  to c o n fo r m  to the curren t y e a r 's  p resen ta t ion .

2. K K N A I  AW  A R D  A N D  S E T T L E M E N T

The fo l lo w in g  a m o u n ts  w ere  reco rd ed  d u r ing  2004  re la t in g  lo the arb i tra tion  aw ard  an d  se t t lem en t  o f  
legal c la im s  in o u r  d isp u te  w ith  U n ion  Oil C o m p a n y  o f  C a l i fo rn ia  (U nocal) :

_____________ _  2004______________________________
T h r e e  m o n t h s  e n d e d  T w e lv e  m o n t h s  e n d e d

 D e c e m b e r  3 1____  _____ D e c e m b e r  3J____________

A rb it ra t ion  aw a rd  (a)  S 9 S 50
S ett lem en t  o f  legal c la im s  (h)  3 6 _   36_

$ 45 $ 86

(a )  A r b i t r a t i o n  a w a r d
D uring  2 0 0 4 ,  the  C o rp o ra t io n  w a s  aw ard e d  l iq u ida ted  d a m a g e s  with re spec t to  a d ispu te  w ith U noca l  o ve r  
gas su p p ly  o b l ig a t io n s  to  our K enai,  A laska  n it ro g en  facili ty .  T h e  A rb it ra t ion  Panel a w a rd ed  the 
C o rp o ra t io n  S 3 7 -m il l io n  plus interest fo r  d a m a g e s  up to  A pril  2 00 4 .  A n  addit ional S4-m il l ion  w as 
re ce iv ed  for the  p er iod  M ay  to S e p te m b e r  2 0 0 4  and  $ 9 -m il l io n  for the per iod  O c to b e r  to D e c e m b e r  2004 
T h e  total l iqu idated  d a m a g e s  reco rded  for the  y e a r  to ta led  S50-m il l ion .

(h )  S e t t l e m e n t  o f  lega l  c la im s
In D e c e m b e r  o f  2004 ,  the C o rpo ra t io n  se t t led  Us d isp u te  with  U noca l  o v e r  ob liga t ions  u n d e r  the P u rchase  
and  S a le  A g re e m e n t ,  p u rsuan t  to  w h ich  the C o rp o ra t io n  acq u ired  its K enai.  A laska  n itrogen  facili ty. T h e  
s e t t lem en t  ag reem en t  e s tab l ish es  a defin it ive  gas  su p p ly  o b l ig a t io n  from  U noca l to the K enai facili ty  up 
until O c to b e r  31. 2005 .

T h e  net ga in  o f  S36 -m il l ion  recorded  in the fou r th  q u a r te r  o f  2 0 0 4  w as  c o m p r ise d  o f  the following:

T h ree  a n d  tw e lv e  
m o n t h s  e n d e d  
D e c e m b e r  31

Net c a sh  rece ived
T a m -o u t  ad ju s tm en t  (2001 2 0 0 4 )
Ad ju s tm en ts  re la ted  to  te rm ina t io n  o f  gas su p p ly  

Net e a in

2004

S 25
81

(70)

s 3 6
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A G R I U M  IN C .
S u m m a r ized  N otes  to  the  C o n so l id a te d  F inancia l  S ta tem en ts  

F or  the tw e lv e  m o n th s  en d e d  D e c e m b e r  31 . 200 4  
(M il l ion s  o f  U.S. dollars ,  excep t  p e r  sh a re  am o u n ts )

( U n a u d i te d )

3. B A N K  INDEBTEDNESS

In M ay  2004, A g r iu m  Inc. and  its w h o l ly  o w n e d  subs id ia ry ,  A g r iu m  U.S. Inc., e n te re d  into a S450- 
m ill ion  th ree -y ea r  synd ica ted  rev o lv in g  u n sec u red  c red i t  facility. T h e  new  cred it  ag re e m e n t  rep lac ed  
A g r iu m  In c . 's  S2 25 -m il l io n  cred i t  facili ty  due  in  M ay  2004 a n d  A g r iu m  U.S. In c . 's  S 56 -m il l ion  c red i t  
facility d u e  in D e c e m b e r  2004.

U n der  the  te rm s o f  the ag reem en t.  A g r iu m  Inc. and  A g r iu m  U.S . Inc. m a y  bo rro w  a m a x im u m  p rinc ipa l 
am o u n t  o f  S 3 25-m il l ion  and  SI 25 -m il l ion  respectively . In terest  rates a rc  at e i ther C a n a d ia n  p r im e  ra te  
p lu s  a variab le  m arg in ,  U .S. base  rate e s tab l ished  by  a b a n k  p lus a variab le  m arg in .  L IB O R  plus a v a r iab le  
m arg in  o r  b a n k e rs '  a ccep tan ce  ra te  plus a variab le  m arg in ,  at the e lec t io n  o f  the b o r ro w er .

The cred i t  facili ty  req u ire s  that A grium  Inc. m ain ta in  ce r ta in  f inancial ra t ios  and  o the r  cov enan ts .

4. E M P L O Y E E  F U T U R E  B E N E F IT S

T h e  total net e m p lo y e e  fu ture  benefi ts  e x p en se  for  the C o rp o ra t io n 's  p en s io n  an d  p o s t - re t i re m en t  b enefi t  
p lans  are  c o m p u te d  as follows:

T hree  m o n th s  ended  T w e lv e  m o n th s  en d ed
D e c e m b e r  31.

D ef ined  benefi t  p e n s io n  p lans  
P ost- re t i rem en t  benefi t  p lans  
D e f ined  co n tr ib u t ion  pens io n  p lan s  
T otal exp ense

2004 2 0 0 3 20 04 2003

s 4 s 1 S 10 S 7
3 2 7 5
3 3 11 10

s 10 s 6 S 28 22

T h is  ex p en se  is re f lec ted  in our cost  o f  p rod uc t  an d  genera l  and ad m in is tra t iv e  exp enses

5. S H A R E  C A P I T A L

In January 2005 . the C o rp o ra t io n  a n n o u n ced  its in ten tion  lo re d e em  the SI 75 -m il l ion ,  e ight p e rcen t  
red e e m a b le  p re fe rred  securit ies  for cash  on F eb ru a ry  14. 2005 . T h e  red em p tio n  p rice  will equal the  
p r inc ipa l  am oun t o f  the secur it ies  p lus  a cc ru ed  and  u npa id  interest lo the da te  o f  redem p tion .

In Janu ary  2004 .  pu rsuan t  to the C o rp o ra t io n 's  p la n  lo  red eem  the  six percen t  p re fe rred  secur it ies ,  all 
ho lders  o f  the c on ver t ib le ,  redeem ab le  p re fe rred  secu r i t ie s  e lec ted  to  co n v e r t  the  secu r i t ie s  into c o m m o n  
shares  at the  sta ted  co n v e rs io n  p rice  o f  SI 1.9677 p e r  share ,  resu l t ing  in the  issuance  o f  an  add it iona l  4 .18  
m ill ion  c o m m o n  shares .
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A G R I U M  IN C .
S u m m a r iz e d  N otes  lo  the  C o n so lid a ted  F inanc ia l  S ta tem en ts  

F o r  the tw e lve  m onths  en d ed  D e c e m b e r  31. 2004 
(M il l io n s  o f  U.S. dollars,  excep t p e r  share  am ou n ts )  

(U n aud ited )

6. S T O C K  B A S E D  C O M P E N S A T I O N

T h e  C orp o ra t io n  beg an  p ro sp ec t iv e ly  exp ens in g  the fair va lue  o f  stock op t io ns  g ran ted  in 2003 o v e r  the ir  
vest ing  period .  In ac co rd a n c e  w i th  the p ro sp ec t ive  m e th o d  o f  adop tion ,  the C o rpo ra t io n  has reco rd ed  no  
co m p e n s a t io n  e x p en se  for  stock o p tions  g ran ted  p r io r  to J an u a ry  1, 2003 and will con t in u e  to p ro v id e  p ro  
form a d isc lo su re  o f  the effec t  on  net ea rn ings  ( lo ss )  and  e a rn in g s  (loss) pe r  sh a re  had  the fair va lue  been  
ex pen sed .  The fo l low ing  table  su m m ar ize s  the  pro  form a d isc losu re  fo r  s tock  o p tions  g ran ted  prior to  
2003  that h av e  no t  been  ex p e n sed .

T h re e  m o n th s  ended  
D e c e m b e r  31,

2004
A s R e p o r t e d  P r o  f o r m a

N et c a m in g s  ( loss)  
E a rn ing s  ( loss)  p e r  share 

Basic 
Dilu ted

2003
As R epo r ted  Pro  forma

s 102 S 101 s (109) S (109)

s 0 .7 6 s 0 .75 s (0.S9) s (0.X9)
s 0.71 s 0.70 s (0 .89) s (0.K9)

T w e lv e  m o n th s  en ded  
D e c e m b e r  3 1.

N et  c a m in g s  (loss) 
E a rn ing s  ( loss)  pe r  share  

Basic 
D ilu ted

2004 20CA
A s R e p o r t e d  P r o  f o r m a As R ep o r ted  Pro  forma

S 276 S 272 S (21) S (26)

s 2.04 S 2.01 S (0.25) s (0 .29)

s 1 .9 1 s 1.89 s (0 .25) s (0 .29 ,
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AGRIUM INC.
S u m m a r ized  N o tes  to the  C o n so l id a te d  F in anc ia l  S ta te m en ts  

F or  the tw e lv e  m o n th s  e n d e d  D e c e m b e r  31 . 2 0 0 4  
(M ill ions  o f  U .S. do lla rs ,  e x cep t  p e r  s h a re  am o u n ts )  

( U n a u d i t e d )

7. EARNINGS (LOSS) PER SHARE

T h e  fo l low ing  table su m m a r ize s  the co m p u ta t io n  o f  net e a rn in g s  ( ioss)  p e r  share:

T h re e  m o n th s  en d ed  
D e c e m b e r  31.

T w e lv e  m o n th s  en d ed  
D e c e m b e r  31,

N u m e r a t o r :
N et e a rn in g s  (loss)
P refe rred  secur it ies  cha rg es  (net o f  tax) 
N u m e ra to r  fo r  basic  ea rn ings  ( loss)  pe r  
share

P re fe rred  secur it ies  ch a rg es  (ne t o f  tax) (a)  
N u m e ra to r  for d ilu ted  ea rn ings  ( loss)  pe r  
share

D e n o m i n a t o r :
W e ig h te d  av e rag e  d en o m in a to r  for basic  
c a m in g s  ( lo ss)  pe r  share

D ilu t iv e  ins trum ents :
S tock  o p t io n s  (a)
P re fe rred  securit ies  co nv er ted  to 
c o m m o n  shares  

SI 7 5 -m il l ion ,  e ight pe rcen t  (a) 
S 50 -m il l io n .  six percent (no te  5)(a) 

D e n o m in a to r  for d ilu ted  earn ings  p e r  share

B a s i c  e a r n in g s  ( lo s s )  p e r  s h a r e  
D i lu t e d  e a r n in g s  ( lo s s )  p e r  s h a r e

S 0 .7 6  
S 0.71

S (0 .8 9 )  
S (0 .89 )

2.04
1.91

20 0 4 20 03 2004 2003

S 102 

(2)

S (1 0 9 )

(3 )

S 276

m

S (21 )  

. . ( I D

100 (1 1 2 ) 267 (32)

2 9

S 102 S (1 1 2 ) S 276 S (32)

132 126 131 126

2 - I -

10 - 12 -

144 126 144 126

S (0 .2 5 )  
S (0 .2 5 )

(a| For diluted cam m p per sliarc, these dilutive instruments are added back only when lire impact of the instrument is dilutive lo basic cartiinp per share

There w e re  132 m ill ion  c o m m o n  shares  o u ts tan d in g  at D e c e m b e r  31. 2004  (2003  -  127 mill ion) .  A s  at 
D e c e m b e r  31 . 2004 ,  the C o ip o ra t io n  has  o u ts tan d in g  a p p ro x im a te ly  e igh t m ill ion  op t ion s  to a cq u ire  

c o m m o n  shares .

15



A G R I U M  IN C .
S u m m a r iz e d  N otes  to the C o n so l id a te d  F inanc ia l  S ta tem ents  

F o r  the  tw elve  m o n th s  en d ed  D e c e m b e r  31 2004 
(M il l ion s  o f  U.S. do llars ,  excep t pe r  share  am oun ts)  

( U n a u d i t e d )

8. SEASONALITY

The fer til izer b u s iness  is seasona l in nature. Sa le s  a re  co ncen tra ted  in the  spring  an d  fall p lan t in g  sea so ns  
w hile  p ro d u ced  inven to r ie s  are  accu m u la ted  th rou gh ou t  the year. C ash  co llec tions  g en e ra l ly  o c c u r  after  
the p lan t ing  seasons  in N o r th  an d  South  A m erica .

9. SEGMENTED INFORMATION

The C o rp o ra t io n ’s p r im ary  ac tiv ity  is the p ro du c t io n  and w h o lesa le  m ark e t ing  o f  n itrogen ,  p o tash  and  
phospha te  and  the retail sa les o f  fertilizers, chem ic a ls  and  o the r  agricultural inp u ts  and  serv ices .  T h e  
C orpora t ion  o pera tes  p r in c ip a l ly  in C anad a ,  the  U n i ted  States and  A rgentina .

Net sales  u e tw een  s e g m e n ts  arc  acco un ted  for at prices,  w h ich  ap p ro x im a te  fair m arke t  v a lue  a n d  are 
e l im ina ted  on conso l ida t ion .  T h e  repor tab le  s e g m e n t  enti tled  “ O th e r” includes C o rp o ra te  func t ions  and  

in ter-segm ent e l im ina tions .

In the fourth quarte r  o f  2 004 ,  w e  in teg ra ted  o u r  N o r th  and  S o u th  A m er ica  Retail se g m e n ts  in to  o n e  Retail 
segm ent.  P rio r  pe r iod s  h av e  been  res ta ted  for  c o m p ara t iv e  purposes ,

16



Schedule I

Net sales - rilcrnal

• inter-segment

I otal lid sales 
Cost «f prmlucl 

(irnss profit 
(in is ' profit %

Selling Kxpcnses

FBI I HA (I)

FBI 1(2)

AG R IU M  INC. 
Segm enta tion  

(unaudited -  millions o f  U.S. dol lars)

Three Months t.ndeil December 31

-Vet snles • external
• inter-segment

I otnl net snles 

Cost of product 

Gross profit 

( .Toss profit %

Selling expenses 

I III I DA (2)

I fill (I)

( 11 t urnings (loss) before interest expense, income taxes, depreciation, nniorti/ntinn and asset impairment. 
(21 I arnings (loss) hefoie interest expense and income taxes.

Wholesale

Retail Not III America South America Other Total

2004 2003 2004 2QQ3 2004 2003 2004 2003 2004 2003

s 2I*» $ 206 $ 464

36

$ 401

29

5 37

2

s 30

1

S

(38)

\
(30)

$ 720 i 637

219
146

206

135

500
349

43(1
320

39

II
31
9

(38)
(40)

(30)

(31)
720
4(d)

637
433

7.1

33%
21

34%
151

30%

110

26%
28

72%
22

71%

2
5%

1
3"/.

254
35%

204
32%

J 58 s 61 S 5 $ 4 5 - $ • $ (1) % (2) 5 62 i 6.3

s 21 V II 5 169 S 91 S 27 5 20 S (10) $ (16) $ 207 $ 106

s 17 $ 6 S 140 % (173) S 23 i 16 5 (121 5 (17) $ 168 $ (168)

1 nc lie  Months f aded December 31

"  holrsute
Retail North America South America Other Total

2004 2003 2004 2003 2004 2003 2004 W J 2004 2003

s 1.114 1.015 S 1.594
(09

5 1.377
88

5 130

13

5 107
9

5
(122)

5
(97)

5 2.838 S 2,499

1,114

798

1.015

717

I.7IIJ 

1.211
1.465
1,106

143

41

116

34

(122)

(122)

(97)

(97)

2,838

1.928

2.499

1,760

316

28%

29R

29%

492

29%

359

25%

102

71%

82
71% 0% I

910

32%
739
30%

s 222 1i 214 % 17 s 15 S 1 S 1 5 (3) 5 (31 5 2.17 5 227

s 99 t; RS S 465 5 285 S 98 5 78 S (39) 5 (52) 5 62.1 $ 196

s 81 S 66 S .149 S (49) S 8.1 5 63 S (46) 5 (59) S 467 5 21



Schedule 2 (a)
a g k iu im  in c .
P ro d u c t  L in e s  

T h re e  M o n t h s  E n d e d  D e c e m b e r  31

(u n a u d ite d  m il l io n s  o f l  I .S . d o lla r s )

2004 2003

N et G ro s s S a les  T o n n e s  S e l l in g  P r ic e  M a r g in Net G ross  S a les  Tonnes S e l l in g  P rice M a rg in

S a le s P ro f it (0 0 0 's )  (S /T o nne ) ($ / T o n n c ) Sa les P ro fit (0 0 0 's ) ($/T onnc ) _ ] $ / T o n n c ] _

N o r t h  A m e r ic a  W h o le s a le

N it r o g e n  ( I )

A m m o n ia  S 100 S 24 3 2 5  S 3 08  S 74 S 130 $ 37 485 S 268 $ 76

t 'r e a 166 53 64 9 256  82 123 32 623 197 51

N it r a t e , S u lp h a t e  a n d  O th e r 71 17 352 2 0 2  4 8 59 ______ 12 358 165 34

T o ta l N it r o g e n 3 3 7 94 1 ,3 26 254  71 312 81 1 .466 213 55

P h o sp h a te 101 23 3 70 273  62 74 12 313 236 38

P o tash  (2 ) 62 34 464 134 73 44 17 436 10] 3 9

5 0 0 151 2 ,1 6 0 231 70 4 3 0 110 2 .2 1 5 194 50

S o u th  A m e r ic a  W h o le s a le  (1 ) 3 9 28 149 262  188 31 22 160 194 138

R e ta il (3 )

F e r t i l iz e r s 131 28 ! 30 26

C h e m ic a ls 62 32 61 32

O th e r 26 13 25 ______ 13

2 1 9 73 2 0 6 71

In le r- s e g m c n t (3 8 ) 2 (3 0 ) 1

T ota l S 7 2 0  S 254 S 6 3 7  S 204

( t ) International nitrogen sales ivcrc 4.17,0(111 Innnes (200.1 -  500.000) net sales «erc SI Ill-million (200.1 VMl-tnillinn) ami gross prolil « as S62-millinn (200.1 S47-millinn| Tor (lie three months enilerl lleeemlier .11. 
(2) International potash sales «ere 200.000 tonnes (200.1 - IJH.000) net sales were S22-million <200.1 -  Sillmillion) anti gross profit »ns SI•4-niillion (200.1 - S5-mlllion) (or (he three n inths enilccl December 31.
(.1) International Kclnil net sales svereSJ7-million (200.1 -SJO-inillinn)and gross profit was SS-million (200J -  S7-millinn) for the three months eiuleil Decemher.ll.



Schedule 2 (b)
AGKIl'IM  INC.
Product I .iocs 

Twelve Months Ended December 31
(unaudited - millions o f  U.S. dollars)

2004    2003

Net

S a les

C ro s s

P ro f it

S a le s  T o n n e s  

( 0 0 0 's )

S e l l in g  P r ic e  

(S /T o nne )

M a r g in

(S /T o nne )

N e t

Sa les

G ross  Sa les T o n n e s  S e l l in g  P rice  

P ro fit (0 0 0 's )  ($/T onnc )

M a r g in

(S /Tonne )

N o r t h  A m e r ic a  W h o le s a le  

N it r o g e n  (1 )

A m m o n ia  $ 3 9 7 S 113 1 ,438 S 276 S 7 9  S 3 8 2  $ 96 1 ,5 55  S 246 S 6 2

U re a 49 9 134 2,211 226 61 423 100 2 ,2 2 0 191 45

N it r a t e , S u lp h a t e  a n d  O t h r r 284 6 8 1 ,510 189 45 2 3 9 58 1 ,381 173 4 2

T o t a l  N it r o g e n 1 ,1 8 0 3 1 5 5 ,1 5 9 229 61 1 .044 254 5 ,1 5 6 2 0 2 4 9

P h o sp h a te 3 0 9 71 1,181 262 60 261 44 1 ,0 90 2 3 9 40

P o tash  (2 ) 214 106 1 ,796 119 59 160 61 1 ,662 96 37

1 ,703 492 8 ,1 3 6 209 60 1 ,4 65 3 5 9 7 .9 0 8 185 45

S o u th  A m e r ic a  W h o le s a le  (1 ) 143 102 634 226 161 116 82 6 53 178 126

R e ta i l (3 )  

F e r t i l iz e r s 55 6 131 4 6 8 117

( h e m ic n ls 4 1 6 118 4 1 6 119

O t h e r 142 67 131 62

1 ,1 14 31 6 1 ,015 298

In te r- s e gm e n t

T o ta l

( 1 2 2 ) ( 9 7 ) •

$ 2 ,8 3 8 S 9 1 0 S 2 ,3 9 9  S 739

(1) liilrrnalinii.il nilrocrn snlessverr I.MI.IMWtonnes(2IIIU l.'WI.IMHI) net sales m i t SJW-niillion (2(103- VilM-million) ami cross profit «ns S2(lfi-million (2003 SI55 million) for Itvelve months ended 
Ocm nhcr J l .

(2) International polnsli sales were 730,000 tonnes (2003 570,000) net sales were S71-million (2003 - S4.t-million) anil jjrnss profit was S42-million (2003 -  S22-millinii) for twelve months eniletl December 31. 
(») Inin naliooal Itelail nrl sales » ere SI IH-million (2003 S')2-million) and cross profit «as S22-million (2003 -  SI7-million) for Uselse monilts ended December 31.

- 3 0 -
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G r e e n s  C r e e k  M i n i n g  C o m p a n y

A l a s k a  S t a t e  L e g i s l a t u r e* i

S e n a t e / H o u s e  R e s o u r c e s  C o m m i t t e e s
•  . • . .

.  F e b r u a r y ^ ,  2 0 0 5



Greens Creek Mining Company

J * *
$  ..Airpqit BACKGROUND

J u ne au  •  18 m i le s  s o u t h  o f  J u n e a u

• ^ 1 .( j ; •  4 97  5 In i t ia l  d r i l l  h o le

j < ' S  . • •  '*  d is c o v e r y

•  1987 Pro-produption 

developm ent

•  1989 Full Production

•  1993 Cessation - 

depressed metal prices

•  1995 ’P re - P ro d u c t io n  
d e v e lo p m e n tdevelopm ent 

Adm iralty •  1 9 9 7  Full Production

Island

* i -Kennecott Minerals Company
H s s i a

G reen s  C reek  M in in g  C o m p a n y

Greens Creek at a Glance

Joint Venture - Kennecott Minerals Company I Hecla 
Mining Company (70/30 Ownership)
Underground mine and surface concentrator 

• • Approximately 265 employees
Pristine environmental locale (National Monument)
Polymetallic ore body (zinc, silver, lead & gold)

V
Dore’ and three types of concentrate produced (lead, zinc 
& bulk)
Concentrate sold to smelter customers - Japan, Korea. 
Europe, Canada, and Mexico

{ • -Kennecott Minerals Company U4tila



  G r e e n s  C re e k  M in in g  C o m p a n yr  _ _  ..1

Underground Ore Zones

S « -i it:

s. WV-t

M i l l l l l " .  . .1 I I

>■: •• -Kennecott Minerals Company

• s : -Kennecott Minerals Company 
. ._____________________________________________



vi ; *Kennocott Minerals Company . ■ I
H q c l p



Greens Creek Mining Company

Tailings Facilities 
General View from Hawk Inlet

‘Kennecott Minerals Company Hssla



Greens Creek; Historically ...'

Some 7 millioVi tons of ore mined; 

-  150 m illion ounces of silver

-  820,000 tons of zinc

-  1.2 m illion ounces of gold.

  Greens Creek Mining Company --------------------------------------------------

conta in ing

* ‘Kennecott Minerals Company
H fe c la

- G re e n s  C reek M in in g  C o m p a n y    ---------------------

\ '

2004 Overview

•  F in a l iz e d  a l l  a s p e c t s  o f  E IS  f o r  t a i l i n g s  e x p a n s io n ;  F e d e r a l ,  S ta te  

a n d  C B J  p e r m it s

•  F ir s t  y e a r  o f  t a i l i n g s  e x p a n s io n  c o m p le t e d

•  R e c o r d  p r o d u c t i o n  o f  80 3 ,0 00  t o n s  o r e

•  C o n t in u e d  e f f ic ie n c y " im p r o v e m e n t s  u n d e r g r o u n d  a n d  s u r f a c e

•  Im p r o v e d  f in a n c ia l  p e r f o r m a n c e  d u o  to  h i g h e r  m e t a l  p r ic e s

•  i n c r e a s e d o r e  r e s e r v e s  t h r o u g h  g e o l o g i c a l  m o d e l  i m p r o v e m e n t s

•  IS O 1 4 0 0 1  C e r t if ie d  E n v i r o n m e n t a l  M a n a g e m e n t  S y s t e m

•  S a fe s t  u n d e r g r o u n d  m e t a l m in e  in  U S  in  2 0 0 3 ; S e n t in e ls  o f  

S a fe t y  A w a r d

• •• • -Konnccotl Minerals Company.



-  G r e e n s  C reek  M in in g  C d m p a n y  -----------------------------------------------------------------------------------------------------------------

Greens Creek Environmental Overview

•  334 Acres of Associated Surface Use (45% Road Access)
*

•  $2M Annual Environmental Budget

•  Regulatory: - *
10  F e d e r a l  A g e n c ie s ,  14  D e p a r tm e n ts ' ; 2 5  P e rm it s / L e a s e s .

P lu s  8  C o m p l ia n c e  P r o g r a m s

4  S ta te  D e p a r t m e n t s , 15  D iv i s i o n s ,  2 3  P e rm it s / L e a s e s  ^

£ ity  &  B o r o u g h  o f  J u n e a u ; L a r g e  M in e  P e r m it , B u i ld in g  

P e rm it s , C o n s t r u c t io n  In s p e c t io n s

T w o  M u lt i- A g e n c y  M e m o r a n d a  o f  A g r e e m e n t
i *

C o n t in u o u s  M o n i t o r in g  a n d  R e p o r t in g  o f  A ir ,  F r e s h  &  M a r in o  

W a t e r s , S o i l/ R o c k , W e a t h e r , W a s t e s . F u e l .  F a c i l it y  O p e r a t 'io n

\ f  /^Kennecott Minerals Company J;



-----  G re e n s  C reek M in in g  C o m p a n y  ---------------------------w

Annual Effect on the Alaska Economy

• T h e  la r g e s t  p r iv a t e  s e c t o r  e m p lo y e r  in  S E

• 2 6 5  E m p lo y e e s ,  5 2 7  t o t a l d ir e c t  a n d  in d i r e c t  j o b s  J 

7!y" L i v e  i l l  J u n e au  . ! 

85” .. L iv o  in  A tpska  

t5° , L ive  m  L o w p i 48

• E c o n o m ic  Im p a c t  •

S26M pay  a n d  be n e f its

S20M p u rc h a s e s  a n d  co n t i ac ted  s e rv ic e s  ,

• S 2 6 .0 0 0  in  p h i l a n t h r o p ic  c o n t r ib u t io n s

• $ 2 1 ,0 0 0  in  lo c a l/ U A F  e d u c a t io n a l  s c h o la r s h ip s

• P r o p e r t y  t a x e s  o f  + S 6 0 0 .0 0 0

• A la s k a  M in e r a ls  L ic e n s e  T a x

'* •

E m p lo y e e s

'4 .0 0 0  h o u rs  v o lu n te e r  tune 

- 150 ,000  c h a r ita b le  c o n tr ib u t io n s

'  JY'Tj •‘KennuCott M inerals Company j ( JUL lfJ iU i H

|  -----  G re e n s  C reek  M in in g  C o m p a n y  ------------------------- ----- *----------------------

o Greens Creek -  The Future

•
i

Life of Mine Plan of -10 years; 8.0M tons reserves
• Continued aggressive exploration plan
• Continued expansion of tailings facilities

Production rates to 2,300 t/d; continuous 
improvements
SE Alaska Intertie possibility

•
•

■

* . • Remain ISO 14001 Certified in Environmental
Management System

-ft

' *f ‘Kennecott Minerals Company ̂  (.





U s ib e l l i  C o a l  M i n e  I n c .  -  E s ta b l i s h e d  in 1943  b y  E m il U s ib e l l i .  E m il w a s  

k i l le d  in  a  m in in g  a c c id e n t  in  1964.

J o s e p h  U s ib e l l i  w a s  p re s id e n t  o f  U C M  u n ti l  1987

J o s e p h  U s ib e l l i  Jr. is t h e  c u r re n t  p r e s id e n t  o f  th e  c o m p a n y .

M a in  o f f i c e s  lo c a te d  at M ile  2 4 9  P a rk s  H ig h w a y  a t  H e a ly  on  th e  eas t  s id e  o f  

t h e  N e n a n a  R iv e r  on  S ta te  a n d  R a i l ro a d  le a se d  lan d .

P h o n e  6 8 3 - 2 2 2 6

M a r k e t in g  o f f i c e  in F a i r b a n k s ,  A la sk a .

P h o n e  4 5 2 - 2 6 2 5
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T h e s e  n u m b e r s  a r e  a v e ra g e s .

D u r in g  th e  w in  e r  w e  m a y  s o m e t im e s  a d d  5 to  10  p e o p le  to  o u r  o p e r a t io n s  

c rew .

O u r  sa le s  in  th e  w in te r  s o m e t im e s  re a c h  5 0 ,0 0 0  s h o r t  to n s  p e r  w e e k  ( 2 2 ,0 0 0  

to n s  to  S e w a rd  fo r  e x p o r t  a n d  2 8 ,0 0 0  to n s  to  A la s k a  p o w e r  p la n ts  a n d  th e  
ra i l ro a d ) -  o r  th e  e q u iv a le n t  o f  2 .5  m i l l io n  to n s  p e r  y e a r  i f  it w a s  d o n e  y e a r  

ro u n d  at th a t  pace!

W h e n  it is w a rm  in th e  s u m m e r  a n d  s a le s  d r o p  o f f  to  o u r  A la s k a  c u s to m e r s  w e  
m a y  r e d u c e  to  s k e le to n  c re w s .  W e  t r a d i t io n a l ly  s c h e d u le  t h e  J u ly  4 lh w e e k  o f f  

and  th e  first w e e k  o f  h u n t in g  se a so n  o ff .

W e  b e g in  g e a r in g  u p  fo r  w in te r  s a le s  b y  m id  S e p te m b e r  a n d  try  to  k e e p  a  coal 

s u rg e  o f  a b o u t  o n e  m o n th  w in te r  co a l  s a le s  a v a i la b le .

We have art exemplary safety record: If e passed 365 days with no tost time 
on 1-26-05. That is somewhat over 200,000 man-hours without a lost time
injury.



T w o  B u l l  R i d g e  M i n e

Two Bull Ridge- 40 million tons of coal permitted at this time at about 4.5 to 1 Strip 
Ratio

Our current production level is at about 1.4 million tons per year.

We are capable of producing 1.8M tons I year out of this pit with existing equipment 
and some additional labor.

Three, four and six seams will be mined from the Suntrana Formation.

Typical thickness for three seam is 18 feet, four seam is 32 feet and six 
seam is 21 feet.



W e  a re  c o n c e n t r a t i n g  o u r  m in in g  e f fo r ts  at th is  t im e  in  th e  H o s e a n a  C r e e k  

V a l le y  in th e  T w o  Bull R id g e  M in e .  O u r  s a te l l i te  p i ts  in th e  H e a ly  V a l l e y  and  

at G o ld  R u n  P ass  a r e  w i t h i r  10 m i le s  o f  o u r  m a in  o p e ra t io n s .

W e  a r e  in t h e  p r e l im in a r y  e x p lo r a to r y  s t a g e s  in  th e  J u m b o  D o m e  le a se s  

n o r th e a s t  o f  th e  T w o  B ull  R id g e  M ine .

W e  h a v e  le a s e s  in th e  H e a ly  a r e a  that h o ld  p o s s ib ly  1 0 0 ’s o f  m i l l io n s  o f  to n s  

o f  m in e a b le  coa l .

O u r  m a in  s t r ip p in g  too l is  o u r  33  yard , 1 3 0 0 W  B .E  w a lk in g  d ra g l in e .  W e  
h a v e  an  O & K  170- 2 6  B C Y  s h o v e l  for  b a c k u p  an d  d r a g l in e  p re p p in g .

W e  m i n e  th e  coa l  w i th  a sh o v e l ,  b a c k h o e  o r  la rg e  lo a d e r  d e p e n d i n g  o n  f lo o r  

c o n d i t io n s .



lC M  C o a l  C u s t o m e r s

/ ' / A u r o r a  e n e r g y  •

^  F t  W a i n / / r i g h t  

^  t i e  I s  o n  A F B  

^ C l e a r  A i r  S t a t i o n  

■ 0 \iZ ^  U A F  i  f f } ,

*  G V E / j j C o ' - o p  

®S A l a s k a  R e r e a d  

P a c i f i c  R i m  E x p o r t s

1 . 5 0  m i l l i o n  t o n s  S o l d  in 2 0 0 4

8 5 0 .0 0 0  to 1 ,0 0 0 ,0 0 0  s h o rt  tons  to  A la s k a n  c u s to m e rs .

A l l  o f  these  c u s to m e rs  e x c e p t  G V E A  a re  r u n n in g  c o a l t ir e d  p o w e r  p la n ts  fo r  h ea t p r o d u c t io n  

a n d  e le c t r ic it y  p r o d u c t io n . T h e  r a i lr o a d  heats  t h e ir  F a ir b a n k s  c o m p le x e s  w it h  c o a l .  G V E A  is 

p r o d u c in g  e le c t r ic it y  o n ly  at H e a ly  w it h  a c o a l t ir e d  p la n t .

4 5 0 .0 0 0  tons  e x p o r t  to K o re a  a n d  9 5 ,0 0 0  tons  o f  s p o t  s a le s  to C h ile -  fo r  u se  in  c o a l t ire d  

p o w e r  p la n t s . .

W e  h a v e  b e e n  s u p p ly in g  A la s k a  C le a n  C o a l  to K o re a  fo r  a lm o s t  2 0  y e a rs .

U s ib e l l i  c o a l stats :

7 8 0 0  B T U / L b .

2 7 %  m o is tu re

8 .5  %  a sh

0 . 1 5 %  to  0 .2  %  S u lf u r

T h is  c o a l at U C M  is  c o n s id e re d  u lt ra  lo w  s u lf u r  a n d  is  s o m e  o f  the  lo w e s t  s u lf u r  c o a l in  the 

U .S  a n d  the  w o r ld .

S o m e  o f  the  a t t ra c t iv e n e s s  o f  the  U s ib e l l i  c o a l is  fo r  b le n d in g  d o w n  s u lf u r  fo r  p o w e r  p la n ts  

w h o s e  m a in  fu e l fe e d  is  h ig h  s u lf u r  c o a l o r  pet c o k e  as is  b e in g  u s e d  in  C h i le .

T h e  p ic tu re  in  the  s l id e  is  the  C h i le a n  c u s to m e r  p o w e r  p la n t .

5



S e a m s  i n  t h e  T w o  B u l l  R i d g e .  M i n e  

a n d  t h e  S u n t r a n a  F o r m a t i o n

T h re e .  -Four.and. Six 
■ s e a m s ’wiH he: ,■ 
m ined

Typical th ic k n e s s  fw 
th ree  s e a m  is 18 
f e e t , .four. ■< a m  is 32 
fee t  a n d  six s e a m  is 
21 fee t

W c  h a v e  th e  c o a l -

T n i s  p ic tu re  s h o w s  a n a tu ra l  o u t c r o p p in g  o f  th e  S u n t r a n a  f o r m a t io n  in th e  

H o s e a n a  C re e k  v a l l e y  e a s t  o f  o u r  T w o  Bull R id g e  m in e .

T h is  is a ty p ic a l  s e c t io n  o f  th e  S u n t r a n a  fo rm a t io n ,  th e  m a in  c o a l  b e a r in g  

g r o u p  in th e  area .



■ 1 ( M l  c . i s c s  j i k I S in H n in . i l  I t iriyt,i:ii>n I \ p » ' s m v
* ■ *

A l l  o f  the  o r a n g e  a re a  is  the  S u n t ra n a  F o rm a t io n  w h e re  the  m in e a b le  s e c t io n  is  e x p o s e d  at the 

s u r fa c e .

In  the  lo w e r  le ft  h a n d  c o m e r  n o t ic e  the  P o k e r  F la t s  M in e  a n d  th e  T w o  B u l l  R id g e  M in e -  th is  

g iv e s  a  s iz e  r e fe re n c e  to  h o w  m u c h  c o a l is  le ft  in  the a re a . W e  m in e d  2 5  m i l l i o n  to n s  f r o m  

P o k e r  F la ts  in  2 5  y e a rs  a n d  e x p e c t  to m in e  4 0  m i l l i o n  to n s  f r o m  T w o  B u l l  R id g e .

N o te  the  ro u te  o f  the N o r t h e rn  In te r t ie  a n d  the p r o x im i t y  to  the  J u m b o  D o m e  ases- th is  

m a k e s  a  M in e  M o u t h  p o w e r  p la n t  v e r y  a tt ra c t iv e  n e a r  a l l  tha t c o a l !

E x p lo ra t io n  h a s  a l r e a d y  b eg u n .

S a m p le  access  r o a d  is  b u i l t  a n d  a  b u ik  s a m p le  h a s  be e n  ta k e n .

W it h  a l l  o f  the  c o a l a v a i la b le  at lo w  s t r ip  ra t io  a  m in e  in  the  J u m b o  D o m e  le a s e s  that s u p p l ie s  

a M in e  M o u t h  P la n t  is  v e r y  a t t ra c t iv e .

S I . 0 0  / M B T U  is  the e x p e c te d  m in in g  c o s t in  the  m o s t  l i k e ly  m in in g  a re a s  in  the J u m b o  D o m e  

le ases .

2 to I s t r ip  r a t io  o n  at le as t 5 0  m i l l i o n  to n s -  S t r ip  r a t io  is  th e  a m o u n t  o f  d i r t  t h a t  h a s  lo  h e  
m o v e d  p e r  to n  o f  c o a l-  c u b ic  y a r d s  p e r  to n .

Sca le- 10  m ile s  f ro m  P o k e r  to G o ld  R u n  Pass .
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•Alaska is a Coal State
•Usibelli has over 100 year supply at current demand.

•Add up the energy in identified coal resources -  they 
equal over 1000 times the discovered and undiscovered 
energy in oil/gas resource.

•The U.S. states that have higher percentages o f  coal fired 
electrical power have lower per kw costs o f  electricity. 
These states sell their oil and gas to others and make a lot 
o f  money doing it!

•Over 50% o f  all electrical generation in the U.S. comes 
from coal fired plants.



s u p p l y i n g  c o a l  d o m e s t i c a l l y  | p  

i n t e r n a t i o n a l l y  ,  t , „  ;  • '

• U G M  h a s  a n  ' i b u p d a n c e  o f  g o o d ,  q u a l i t y

c o a  I . ■ . '
• .  *

• A. _ f  .. I . i_____ i ________ I '____ I ■

W e  w o u l d  l i k e  t o . e x p a n d  p u r  d o a l  n ^ r k e t s

a n d  w i l l  o o n t i n u e f o  d o  b u s i n e s s d n  A l a s k a

' a n d  a b r o a d .  • ' • ' * *

T H A N K  Y O U  F O R  Y O U R  T I M E

U C M  h a s  a  lot o f  coa l  a n d  th e  a m b i t io n  to  m i n e  it.

W e  a re  a  p ro v e n  v ia b le  c o m p a n y  w i th  a l a rg e  im p a c t  o n  th e  e c o n o m y  o f  th e  

S ta te  O f  A la sk a .

W e  a re  in th e  p ro c e s s  o f  s e l l in g  coa l  in  th e  e x p o r t  m a rk e t  an d  p la n  to  c o n t in u e  

to  d o  so.

W e  b e l i e v e  tha t  a  l a rg e r  coa l  f i re d  e le c t r ic a l  c a p a b i l i ty  is a  m u s t  in th e  Rail 
be l t  in A la s k a  fo r  a b e t t e r  e c o n o m ic  fu tu re  fo r  all o f  A la sk a .



R T  K N O X Fairbanks Gold Mining, Inc. R O S S

1901

1902

1902-1903

1910-1930

1916

1920s

1929

1930s

1942

1960s

I9K 4

19X7-1991

1990

1991-1992 

1992

1992-I99S 

199 M  99}

1994

1995

1996

1997 

I99X  

I99X  

1999 

1999 

1999 

1999 

2001 

2001 

2002 

2002

2003

2004

A  W h o l ly  O w n e d  S u b s id ia r y  o f  K in ro s s  G o ld  C o rp o ra t io n

# 1  F o rt K n o x  R o a d , F a ir b a n k s , A la s k a  9 9 7 1 2  

M a i l in g : P .O . B ox  7 3 7 2 6 , F a ir b a n k s , A la s k a  9 9 7 0 7 - 3 7 2 6  

P h o n e : ( 9 0 7 )  4 8 8 - 4 6 5 3  F a x : ( 9 0 7 )  4 9 0 - 2 2 9 0

History of Fairbanks Gold Mining, Inc.

F e lix  Pedro d iscovered g o ld  near F ish  Creek 

F e lix  P edro  D iscovered  g o ld  on Pedro Creek 

Fa irbanks  g o ld  rush  beg ins

S m a ll scale d r i l l  a n il p lacer m in in g  a lo n g  F ish  C reek and  interm ittent lo ud  m in in g  in  F ish C reek 

V a lle y

A p p ro x im a te ly  2 0 0  Ions o f  stibm te sh ipped from  the ll in d e n h u r g  prospect

l amina Valley Gold Dredging Co. (Old English Co.), moderate-scale dredge operations

90-m ile  D av id so n  D itch  com p le ted , d iv e rt in g  8 0 ,0 0 0 ,0 0 0  g a llo n s  o f  water each day  for d re d g in g

Fairbanks Exploration Co. (F.F.. Co.), large-scale dredge operations

Federal g ove rnm en t closes a ll non-stratcgic m in in g

P lacer m in in g  resumes in F ish  Creek

G eo lo g is t d iscovers v is ib le  g o ld  on l o rl K no x  c la im s

Fairbanks Gold I Id and Gilmore Gold Inc. progress with exploration „.ul pre-dcvclopincnl 

pi ograms

A M  A X  acqu ires l l im le t ib u r g  prospect

Initial drilling on the llindenhurg ( I rue North) property begun

A M  A X  purchases 1 0 0 %  o f  Fort K n o x  project, Fa irbanks  G o ld  M in in g . In c . ( F G M I . a subs id ia ry  o l

A M  A X )  is  fo rm ed  and  is respons ib le  for e x p lo r in g , d e v e lo p in g , and  ope ra ting  Fort K no x

f  urther exploration, engineering, environmental, and feasibility studies

57 ,557  feet o f d r i l l in g  com pleted at T rue  N o rth , E a lc k o  acqu ires 10 0 %  interest in  the property

State and Federal environmental review completed and permits issued

C onstruction  be g in s  a lo n g  w ith  pre-stnp m in in g

Firsl gold pour (December)

F G M I declares com m erc ia l production  

K in ross  G o ld  C o rp . and A M A X  m erge

Fort K n o x  is aw arded Sentine ls o f  Safe ly  A w a rd  hy U S  D ep i. o f  I abor 

O ne  m il l io n  ounces o f  g o ld  produced at Fort K n o x

1,0 0 0 ,0 0 0  m an-hours w o rked  w ithout a lost t im e  accident 

K in ross  acqu ires L a  T eko  and  3 5 %  interest in  T rue  North

K in ross  purchases the  re m a in in g  6 5 '%  interest in  the I rue North c la im s  from  N e w m o n l 

T rue North  m in e  beg ins

1,0 (10,000 m an-hours w o rked  w ithout a lost l im e  accident ach ieved a second lim e

T w o m il l io n  ounces o f  g o ld  p roduced at Fort K n o x

True North is aw arded Sentinels of Safety Award by I IS Dept, of Labor

K in ross  m erges w ith  IV X  and  Echo B ay , m a k in g  K in ro ss  the 4 ,h largest g o ld  producer in N orth

A m erica  and  the 7"' largest g o ld  producer in  the w t. J

Three million ounces o f gold produced at Fort Knox



Fairbanks Gold Mining, Inc. ^ k l l l
A W h o l ly  O w n e d  S u b s id ia r y  o f  K in ro s s  G o ld  C o rp o ra t io n

# 1  Fort K n o x  R o a d , F a ir b a n k s , A la s k a  9 9 7 1 2  

M a il in g : P .O . B ox  7 3 7 2 6 , F a ir b a n k s , A la s k a  9 9 7 0 7 - 3 7 2 6  

P h o n e : ( 9 0 7 )  4 8 8 - 4 6 5 3  F a x : ( 9 0 7 )  4 9 0 - 2 2 9 0

R O S S

Fort Knox Gold M ine 

Fairbanks, Alaska

D a l l y  A v e r a g e s

4 5  tons  o f  e x p lo s iv e s  u sed  

21  tons  o f  l im e  u se d  

2 5  tons  o f  g r in d in g  b a l ls  a d d e d

2 7 ,0 0 0  g a l lo n s  o f  d ie s e l fu e l c o n s u m e d  

$ 5 4 ,3 0 0  in  e le c t r ic  p o w e r  u se d  

$ 9 ,5 9 0  in  p ro p e r t y  ta xe d  p a id

3 6 0 .0 0 0 .0 0 0  p o u n d s  o f  r o c k  m in e d

8 6 .0 0 0 .0 0 0  p o u n d s  o f  r o c k  m i l le d  

6 4  p o u n d s  o f  g o ld  p ro d u c e d

S t a r t  I p
P ro je c t  c o n s t ru c t io n  b e g a n  in  1995  

C o n s t ru c t io n  costs e x c e e d e d  $ 3 7 5  

m i l l i o n

h ir s t  g o ld  p o u r : D e c e m b e r  1996

3 .0 0 0 .0 0 0  o u n c e s  p r o d u c e d  th ro u g h  

D e c e m b e r  20H 4

Work Force
4 5 0  e m p lo y e e s

F o rt  K n o x  e m p lo y e e s  a re  a m o n g  the 

h ig h e s t  p a i i l  w o r k e r s  in  F a ir b a n k s

C r u s h in g / C o n v e y in g

G y r a t o ry  C ru s h e r , 6 0  in  x 102 in  

C ru s h e r  ru n  b y  o n e  7 0 0  h p  e le c tr ic  

m o to r

C a p a c it y : 5 5 ,0 0 0  to n s  d a y  

C o n v e y o r  5 4  in  w id e  x  '/: m i le  lo n g  

C o n v e y o r : tw o  8 0 0  l ip  e le c tr ic  m o to rs  

S t o c k p ile : 3 0 0 ,0 0 0  ton  c a p a c it y

2004 S p e n d in g :
$ 2 2 .4  m i l l i o n  o n  w a g e s  

$ 1 8 .4  m i l l i o n  o n  e le c t r ic it y  

$ 8 . 1 m i l l i o n  o n  fu e l 

$ 3 .5  m i l l i o n  o n  p ro p e r t y  ta xe s

O p e r a t i n g  P e r io d
2 4  h o u rs  p e r  d a y

3 6 5  d a y s  p e r  y e a r  m in i n g  a n d  m i l l i n g  

P ro je c te d  m in e  l i f e : 2 0 1 1, b u t  a lw a y s  

lo o k in g  to  e x te n d

P ro je c te d  m i l l  l i f e : 2 ye a rs  b e y o n d  the  

m in e

Milling
SAG m i l l .  34  ft d ia m e te r  x 15 ft lo n g , 

d r iv e n  b e  tw o  6 ,5 0 0  h p  e le c t r ic  m o to rs  

B a l l  m i l ls :  tw o , 2 0  ft d ia m e te r  x  3 0  ft 

lo n g , e ach  d r iv e n  b y  a 7 ,0 0 0  h p  e le c tr ic  

m o to r

2  g r a v it y  c o n c e n tra to rs

H ig h  c a p a c it y  t h ic k e n e r . 1 1 0  It d ia m e te r

7  Ic ach  tan ks

6  C a rb o n - in - P u lp  (C IP )  ta n ks  

F a il in g s  t h ic k e n e r

E q u ip m e n t  

2  H y d r a u l ic  s h o v e ls  2 7 .5  y a rd  

( H it a c h i E X  3 6 0 0 )

2 H y d r a u l ic  s h o v e ls  2 3  y a rd  

( H it a c h i E X  3 5 0 0  a n d  f a t  5 2 3 0 )

1 L o a d e r  2 3  y a rd  

(C at 9 9 4 )

2  L o a d e rs  16 y a rd  

( f a t  9 9 2 )

10  H a u l tru c ks  2 0 0  ton

( f a t  7 8 9  a n d  I .e c t ra  H a u l M  I 370(1)

10 H a u l tru c ks  150 ton  

(C a t  7 8 5 )

5  H a u l t ru c k s  9 0  to n  

(C a t  7 7 7 )

7 B la s t  h o le  d r i l ls  45.000 lb  p u l ld o w n

c la s s

S u p p o r t  e q u ip m e n t : t ra c k  d o z e rs , 

ru b b e r- t ire d  d o z e rs , m o to r  g ra d e rs , 

w a te r  t ru c k s , b a c k h o e s , lo a d e rs

E lec tr ica l  R e q u i r e m e n t s
3 3 .5  m e g a w a t ts  s u p p l ie d  b y  G o ld e n  

V a l le y  E le c t r ic  A s s o c ia t io n  v ia  a 29- 

m i l e ,  138 k V  p o w e r l in e  

2 5 0  m i l l i o n  k W h  y r  c o n s u m p t io n  

$ 1 .7  m i l l i o n  spent o n  e le c t r ic it y  p e r  

m o n th

P o w e r  s p e n d in g  in c re a s e d  in  e xce ss  o l  

2 0 %  in  2 0 0 4

Updated 12/292004



Mineralized outcrops near Greens Creek were 
f irs t sighted by geologists in early 1975 and pre­
liminary core drilling followed soon afte r. Between 
1978 and 1980 an exploratory tunnel was driven to 
allow underground drilling and inspection of the 
ore body. Full scale mine development began in 
1987 and full production was reached early in 
1989 Production was temporarily halted in 1993 
due to low metal prices but re-opened in July 
1997. Since re-opening the mine has steady in­
creased its productive capacity from an initial pro­
duction rate o f 1320 tons per day (tpd) to over 
2140tpd in 2003.

gene ra l In fo rm ation

Greens Creek is a polymetallic(silver, zinc, gold and 
lead) underground mining operation with a concen­
tra to r (or mill) and a 100 bed camp. The mine and 
the mill are located about three miles up the 
Greens Creek Valley and the camp is located at 
Hawk Inlet. The mine is expected to operate until 
2012 based upon 7,4Mt of reserves and excellent 
exploration potential.

Brief History of the Mine

North Admiralty Island

There are three main phases to the mining process: 
Development 
Production 
Backfilling

Development is the tunneling or accessing phase. 
Using plans from the geology and engineering de­
partments miners drive tunnels 15ft high by 15ft 
wide to access the various ore zones to be mined.

Production is the extraction phase. The method of 
extraction depends upon the geological nature of 
the orebody involved. Some of the smaller more 
contorted orebodies are extracted using the same 
tunneling procedure as the development phase. In 
other more massive crebodies larger scale extrac­
tion methods are used, sometimes producing voids 
of up to 150ft long, 2 5 ft wide and 120f t deep.

Backfilling is the replacement phase. The voids cr« 
ated during the production phase are filled up i .n 
a combination of mill waste (tailings) and cement. 
This "backfilling" process stabilizes the production 
voids and allows extraction of the ore beside, 
above, and even below the backfilled area.

Mill O perations

There are three main phases to the milling process 
Grinding 
Flotation 
Filtering

Grinding is the reduction of the mined ore from an 
average size of 9" (225mm) to an average size less 
than 50pm (50microns or ,05mm). The main purpose 
of the grinding process is to liberate the various 
components of the ore. A 9 “ lump of ore is a combi­
nation of some rock, some zinc, some lead, some sil­
ver arid some gold. By grinding that lump down to 
particles of 50pm we aim to produce particles of 
either rock, zinc, lead, silver, or gold.

Mine Operations Water is added during the grinding phase to 
suppress dust and to help pump the material 
around the mill.

Flo tation is the separation of the particles 
produced during the grinding phase. The 
ground ore and water is passed through a se­
ries of cells which selectively floa t the zinc 
particles and the lead particles to produce a 
zinc concentrate and a lead concentrate. The 
silver and gold particles are more d ifficu lt to 
isolate and some silver and gold ends up in 
each of the concentrates as well as in a gold/ 
silver concentrate which is smelted on site to 
produce a dore bar.

F iltra tion  is the extraction of the water from 
the concentrates and tailings. All o f the mill 
products are filte red to produce a dry cake 
with a moisture content of around 12%. The 
dried concentrate is easy to handle and ready 
to be shipped o ff to smelters around the 
world to be turned into metal. The dried ta il­
ings material is trucked to Hawk In le t where it 
is placed in an engineered and regulated ta il­
ings impoundment, or sent underground as 
backfill.

Maxhaul in the snow



The whole philosophy behind the Greens Creek 
mining operation is to minimize the impact upon 
the National Monument. The total surface dis­
turbance is only 350 acres, including all of the 
impoundments fo r waste rock and tailings. All 
discharges to the environment are regulated by 
independent state and federal agencies. The 
discharges to land are the waste rock from de­
velopment and the mill tailings. The discharges 
to the air are the exhaust gases produced from 
our power generation plant. The discharges to 
water are the minerals contained in our water 
outfall pipe in Hawk Inlet. All of our water is 
cleaned at one of two water treatment plants to 
ensure that it meets Alaska State water quality 
standards prior to discharge.

Closure and Reclamation
Part of the General Plan of Operations is an 
Agency approved reclamation plan. This plan 
details all the steps required to return the 
Greens Creek Operation back to a pristine wil­
derness, through a process of building removal, 
re-contouring and capping. The plan also re­
quires bond or guarantee fo r $26M, held by the 
regulating agencies, which can be used to em­
ploy a reclamation contractor should Greens 
Creek default on its reclamation responsibili­
ties.

S u rfo c e Im p a c ts

Hawk Inle t

The Greens Creek Mine is the largest private 
employer in the Juneau area and as such plays an 
important role in helping to diversify the local 
economy. The mine employs 260 people with an 
average payroll, including burden, of $26M.

The successful operation of the Greens Creek 
Mine demonstrates that mining, with all its asso­
ciated economic benefits; local jobs; diversifica­
tion of the local economy; strategic national im­
portance, can be undertaken in a environmentally 
compliant manner without sacrificing responsible 
stewardship o f the land.

The city of Juneau developed initially as a mining 
town and has a history rich in mining folk lore. At 
the turn of the last century Juneau boasted 
three mines, the Alaska-Juneau at the south end 
of Juneau, the Alaska-Gastineau at Thane and on 
Douglas Island was the world-renowned Tread­
well Mine. The Kennecott Greens Creek Mine is 
proud to be the latest chapter in the city's rich 
mining history.

Community Involvement

G E N E R A L  C O N T A C T  I N F O R M A T I O N  
K E N N E C O T T  G R E E N S  C R E E K  M I N E

P. 0 .  Box 3 2 1 9 9  

J u n e a u ,  A laska 9 9 8 0 3

Pnone: 9 0 7 -7 8 9 - 8 1 1 4  

Fax: 9 0 7 - 7 8 9 - 8 1 2 8

Email: ro n .p la n tz @ g re e n sc re e k .c o m

Kennecott greens Creek Mine 

TOURIST INFORMATION

920 Mine Site 

Welcome to the Kennecott Greens Creek Mine

Greens Creek is considered by many to be 
the environmental role model fo r the mine of 
the 21s1 Century. Located at the North end 
of Admiralty Island, in a pristine environ­
mental area, the mine continues to operate 
within s tr ic t standards of environmental 
compliance. Working closely in an atmosphere 
of mutual respect with community leaders, 
regulatory agencies and environmental 
groups, Greens Creek has developed a Gen­
eral Plan of Operations incorporating many 
stewardship activities recognized as best 
practice. All the activities undertaken at the 
operation take into account sustainability, 
with the goal o f leaving Admiralty Island as 
beautiful as it was prior to existence of the 
mine.

/ f \  Kennecott
\ 7  Minerals

mailto:ron.plantz@greenscreek.com
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A L A S K A  M I N E R S  A S S O C I A T I O N .  I N C .

Joint Senate'House Resources Committees 
Annual Mining Industry Briefing

Wednesday, February 8, 2006, 12 noon

AGENDA

1. Overview -  Steve Borell 

Operating Mines
2. Usibelli Coal Mine -  (Bartly Coiley)

3. Greens Creek -  (Rich Heig)

4. Red Dog -  (Karl Hanneman)

5. Fort  K n o x  &  T ru e  N o r th  -  ( L o m a  S h a w )

Development
6. Pogo -  (Karl Hanneman)

7. Kensington -  (Tim Arnold)

M a jo r  E x p lo ra t io n  P ro jec ts
8. Nixon Fork - (Bill Burnett)

9. Rock Creek -  (Doug Nicholson)

10. Chutina Coal - (Bob Stiles)

11. Donlin Creek -  (James Fueg)

12. Pebble -  (Michelle Brunner)

T h e  E c o n o m i c  I m p a c t  o f  A l a s k a ’s M i n i n g  I n d u s t r y

13. M cD ow e ll Report - B y Jim C a lv in o f the M cD ow e ll G roup



F o r t  k n o x

Fairbanks Gold Mining, Inc. 
F o rt Knox Fact Book

D e c e m b e r  2 0 0 5
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P e o p l e
H u m a n  R e s o u r c e s

P r io r i t y  n u m b e r  o n e  is  p e o p le  -  t h e i r  s a fe t y  a n d  t h e i r  l i v e l i h o o d .  T h e  s u c c e s s  o f  F o r t  K n o x  is  t h e  p r o d u c t  

o f  t h e  d e d ic a t io n  a n d  h a r d  w o r k  o f  4 0 0  f u l l  t im e  e m p lo y e e s . T h e  m in e  is  f o r t u n a t e  to  h a v e  e m p lo y e e s  

w h o  a r e  h i g h l y  m o t iv a t e d  s e lf- s ta r te rs  e a g e r  to  g r o w  w i t h in  t h e  m in i n g  in d u s t r y .

T h e  F o r t  K n o x  t e a m  s t e m s  f r o m  a  d iv e r s i t y  o f  b a c k g r o u n d s .  S o m e  e m p lo y e e s  h a v e  b e e n  in  t h e  m in i n g  

i n d u s t r y  f o r  m o s t  o f  t h e i r  p r o f e s s io n a l  c a re e r s  a n d  d i s p l a y  a  w i l l i n g n e s s  to  s h a r e  t h e i r  e x p e r t is e . O t h e r s  

a r e  e x p e r ie n c e d  e m p lo y e e s  w h o  h a v e  le a r n e d  t h e i r  t r a d e s  o n  t h e  j o b ,  t h r o u g h  e le c t r ic a l ,  m e c h a n ic a l ,  

m i l l i n g ,  c r u s h in g ,  a n d  m in i n g  o p e r a t io n s .  A n d  s t i l l  o t h e r s  a r e  n e w c o m e r s  to  t h e  in d u s t r y  w h o s e  p a s t  e x ­

p e r ie n c e  h a s  b e e n  in  c o n s t r u c t io n , f i s h in g ,  t im b e r in g  a n d  o t h e r  b u s in e s s e s  in  A la s k a .

F o r t  K n o x  e m p lo y e e s  l iv e  in  th e  F a ir b a n k s  N o r t h  S t a r  B o r o u g h  a n d  le n d  t h e i r  t a le n t s  to  im p r o v i n g  c o m ­

m u n i t y  l i f e  f o r  a l l  c it iz e n s . M in e  e m p lo y e e s  a r e  c o n c e r n e d  a b o u t  th e  e n v ir o n m e n t ,  a r e  s e n s it iv e  to  its  

p r e s e r v a t io n ,  a n d  w o r k  t o w a r d s  m a in t a i n in g  its  q u a l i t y .  T h e y  h u n t ,  c a m p , f is h ,  a n d  h ik e  w h i l e  e n jo y in g  

t h e  b e a u t y  o f  a  s ta te  h i g h l i g h t e d  b y  c o n t r a s t  a n d  c o lo r .  F o r t  K n o x  e m p lo y e e s  w a n t  to  e n s u r e  t h e i r  c h i l ­

d r e n  a n d  o t h e r  c h i ld r e n  h a v e  a n  

o p p o r t u n i t y  to  d e r iv e  a s  m u c h  

p le a s u r e  f r o m  o u t d o o r  a c t iv it ie s  as  

t h e y  t h e m s e lv e s  h a v e  e x p e r ie n c e d  

o v e r  th e  y e a r s .

T h e  F o r t  K n o x  t e a m  r a n g e s  i n  a g e  

f r o m  18 t o  7 0  y e a r s . T h e  w o r k f o r c e  

is  9 0 %  m a le  a n d  1 0 %  f e m a le ,  a n d  

w o m e n  a r e  r e p r e s e n t e d  in  a l l  d e ­

p a r t m e n t s  o f  t h e  m in e .  T h e  a v e r a g e  

w a g e  o f  a  F o r t  K n o x  e m p lo y e e  is  

$ 5 7 ,8 9 7  a n n u a l l y ,  o r  $ 2 3 . 8 2  p e r  

h o u r .  A l l  F o r t  K n o x  e m p lo y e e s  l iv e  

in  t h e  F a i r b a n k s  a r e a  a n d  d r iv e  to  

t h e  m in e  e a c h  da _ , f o r  t h e i r  s c h e d ­

u le d  s h if t s .

Left to r ig h t , top  row : Je ff Jackov ich , Je ff R a n k in , G ay lon  S hoem ake r 

M id d le  row : A rch i T ira d o , Kent F ra n k lin , R andy  Garc ia  

Bottom  row : R andy  W ils o n , R andy  W o o d , K ris ty  Brower

F o r t  K n o x  is  c o m m it t e d  to  h i r i n g  

l o c a l ly  w h e n e v e r  p o s s ib le , a n d  th e  

c o m p a n y  is  s e e k in g  o p p o r t u n i t ie s  t o  

p a r t n e r  in d u s t r y  a n d  e d u c a t io n  to  

b r id g e  t h e  s k i l l  g a p  t h a t  e x is t s  in  

A la s k a .
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C o m m i t m e n t  t o  t h e  C o m m u n i t y

F o r t  K n o x  p a r t ic ip a t e s  i n  m a n y  lo c a l e v e n t s  a n d  a c t iv i t ie s  l i k e  G o ld e n  D a y s , t h e  T a n a n a  V a l le y  F a i r ,  a n d  

C le a n  U p  D a y . I n  a d d i t i o n  to  v o lu n t e e r in g  to  c le a n  u p  i n  t o w n ,  F o r t  K n o x  w a s  r e c e n t ly  r e c o g n iz e d  f o r  

s u p p o r t i n g  o u r  e m p lo y e e s  w h o  s e rv e  i n  t h e  m i l i t a r y  w i t h  t h e  E m p lo y e e  S u p p o r t  G u a r d  a n d  R e s e r v e  

a w a r d .  T h e  m in e  w o r k s  w i t h  T h e  U n iv e r s i t y  o f  A la s k a ,  p a r t ic ip a t in g  i n  E n g in e e r i n g  W e e k ,  j o b  f a i r s ,  a n d  

le n d in g  c la s s r o o m  e x p e r t is e . S e v e r a l m e m b e r s  o f  t h e  m a n a g e m e n t  t e a m  s e rv e  o n  lo c a l e d u c a t io n  a d v i-

Fo rt K n o x  e m p lo y e e s  a n d  tn c ir  fa m il ie s  p a r t ic ip a t in g  in  C le an  U p  D a y  2 0 0 5 . 

(L - R ) E m i ly  a n d  B ob b y  O rg a n  (S e c u r ity ) ; W i l l o w ,  D ave  (E n v ir o n m e n t a l)  a n d  

W a lk e r  S tew a rt .

M i n i n g  a n d  p r o c e s s in g  a t  F o r t  K n o x  h a v e  a  p o s i­

t iv e  im p a c t  o n  t h e  lo c a l  a n d  s ta te  e c o n o m ie s  b y  

p r o v id in g  t e c h n ic a l ly  d e m a n d in g  j o b s  f o r  p r o f e s ­

s io n a ls  w i t h  a n  a n n u a l  p a y r o l l  o f  o v e r  $ 3 6  m i l l i o n .  

T h e  m in e  a ls o  c re a t e s  a n  a d d i t i o n a l  5 1 0  s u p p o r t  

s e c t o r  j o b s  in  F a i r b a n k s .  W o r k i n g  w i t h  o v e r  5 0 0  

c o m p a n ie s  in  t h e  F a ir b a n k s  a r e a , m o r e  t h a n  $ 7 0  

m i l l i o n  is  e x p e c t e d  t o  b e  s p e n t  i n  d i r e c t  p u r c h a s e s  

a n d  o v e r  $ 7  m i l l i o n  d o l l a r s  o n  c o n t r a c t  l a b o r  i n  

s u p p o r t  o f  m in e  o p e r a t io n s  in  2 0 0 5 . O n  a v e r a g e , 

F o r t  K n o x ’s  t o t a l s p e n d in g  e x c e e d s  $ 1 0 0 ,0 0 0 , 0 0 0  

a n n u a l l y .

F o r t  K n o x  is  a  d e d ic a t e d  m e m b e r  o f  b o t h  t h e  I n t e r i o r  a n d  A la s k a n  c o m m u n it ie s .

2 0 0 5  P ro je c te d  Spend in g

$117  million total spending
$ 3 6  million on w ages and benefits
$21 on electricity
$ 8 .8  million on fuel
$ 3 .4  million on property taxes
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P e o p l e
H u m a n  R e s o u r c e s

P r io r i t y  n u m b e r  o n e  is  p e o p le  -  t h e i r  s a fe t y  a n d  t h e r  l i v e l i h o o d .  T h e  s u c c e s s  o f  F o r t  K n o x  is  t h e  p r o d u c t  

o f  t h e  d e d ic a t io n  a n d  h a r d  w o r k  o f  4 0 0  f u l l  t im e  e m p lo y e e s . T h e  m in e  is  f o r t u n a t e  to  h a v e  e m p lo y e e s  

w h o  a r e  h i g h l y  m o t iv a t e d  s e lf- s ta r te r s  e a g e r  to  g r o w  w i t h in  t h e  m in i n g  in d u s t r y .

T h e  F o r t  K n o x  t e a m  s t e m s  f r o m  a  d iv e r s i t y  o f  b a c k ; . r o u n d s .  S o m e  e m p lo y e e s  h a v e  b e e n  in  t h e  m in i n g  

i n d u s t r y  f o r  m o s t  o f  t h e i r  p r o f e s s io n a l  c a r e e r s  a n d  d is p la y  a  w i l l i n g n e s s  to  s h a r e  t h e i r  e x p e r t is e . O t h e r s  

a r e  e x p e r ie n c e d  e m p lo y e e s  w h o  h a v e  le a r n e d  t h e i’ t r a d e s  o n  t h e  j o b ,  t h r o u g h  e le c t r ic a l , m e c h a n ic a l ,  

m i l l i n g ,  c r u s h in g ,  a n d  m in i n g  o p e r a t io n s .  A n d  s t iM  o t h e r s  a r e  n e w c o m e r s  to  t h e  in d u s t r y  w h o s e  p a s t  e x ­

p e r ie n c e  h a s  b e e n  in  c o n s t r u c t io n ,  F is h in g , t im b e r  i n g  a n d  o t h e r  b u s in e s s e s  in  A la s k a .

F o r t  K n o x  e m p lo y e e s  l iv e  i n  t h e  F a ir b a n k s  N o r t h  S t a r  B o r o u g h  a n d  le n d  t h e i r  t a le n t s  to  im p r o v i n g  c o m ­

m u n i t y  l i f e  f o r  a l l  c i t iz e n s . M in e  e m p lo y e e s  a r c  c o n c e r n e d  a b o u t  t h e  e n v i r o n m e n t ,  a r e  s e n s it iv e  to  its  

p r e s e r v a t io n ,  a n d  w o r k  t o w a r d s  m a in t a i n i n g  i t s  q u a l i t y .  T h e y  h u n t ,  c a m p ,  f is h ,  a n d  h ik e  w h i l e  e n jo y in g  

t h e  b e a u t y  o f  a  s ta t e  h i g h l i g h t e d  b y  c o n t r a s t  a i d  c o lo r .  F o r t  K n o x  e m p lo y e e s  w a n t  to  e n s u r e  t h e i r  c h i l ­

d r e n  a n d  o t h e r  c h i ld r e n  h a v e  a n  

o p p o r t u n i t y  to  d e r iv e  a s  m u c h  

p le a s u r e  f r o m  o u t d o o r  a c t iv i t ie s  a s  

t h e y  t h e m s e lv e s  h a v e  e x p e r ie n c e d  

o v e r  th e  y e a r s .

T h e  F o r t  K n o x  t e a m  r a n g e s  in  a g e  

t r o m  18 t o  7 0  y e a r s . T h e  w o r k f o r c e  

is  9 0 %  m a le  a n d  1 0 %  f e m a le ,  a n d  

w o m e n  a r e  r e p r e s e n t e d  in  a l l  d e ­

p a r t m e n t s  o f  t h e  m in e .  T h e  a v e r a g e  

w a g e  o f  a  F o r t  K n o x  e m p lo y e e  is  

$ 5 7 ,8 9 7  a n n u a l l y ,  o r  $ 2 3 .8 2  p e r  

A l l  F o r t  K n o x  e m p lo y e e s  l iv e  

t h e  F a i r b a n k s  a r e a  a n d  d r iv e  to  

t h e  m in e  e a c h  d a y  f o r  t h e i r  s c h e d ­

u le d  s h if t s .

I>eft to right, top row: Jeff Jackovich, Jeff Rankin, Gaylon Shoemaker 

Middle row: Archi Tirado, Kent Franklin. Randy Garcia 

Bottom row: Randy Wilson, Randy Wo. .d, Kristy Brower

F o r t  K n o x  is  c o m m it t e d  to  h i r i n g  

l o c a l ly  w h e n e v e r  p o s s ib le , a n d  th e  

c o m p a n y  is  s e e k in g  o p p o r t u n i t ie s  to  

p a r t n e r  in d u s t r y  a n d  e d u c a t io n  to  

b r id g e  t h e  s k i l l  g a p  t h a t  e x is t s  in  

A la s k a .
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S a f e t y

A t F o r t  K n o x  h e a lt h  a n d  s a fe t y  o f  o u r  e m p lo y e e s  t r u ly  m o r e  im p o r t a n t  t h a n  t h e  p r o d u c t io n  o f  g o ld .  

T h e  c o m p a n y ’s  g o a l  is  to  m a k e  e v e r y  d a y  a  s a fe  d a y  b o t h  a c c id e n t  a n d  in c id e n t  f r e e . T h e  m in e  h a s  a  

c o m p r e h e n s iv e  t r a c k in g  s y s t e m  f o r  in c id e n t s ,  a c t io n  p la n s  a n d  t r a in i n g  d o c u m e n t a t io n  a n d  a l l  o f  o u r  

e m p lo y e e s  p a r t ic ip a t e  in  a n  in c e n t iv e  p r o g r a m  r e w a r d in g  p o s i t iv e  p r o g r e s s  t o w a r d s  s a fe t y  m i le s t o n e s  

o n  a n  i n d i v i d u a l ,  d e p a r t m e n t a l  a n d  s it e - w id e  b a s is .

(L-R ) Stacy Staley (Environmental), Charlie Wells (M ill). Brad Morris (Welder), Larry Jackson (Environmental), 

Michelle Steel (Human Resources), Yvonne Pimentel (Human Resources).

T h r e e  t im e s  t h e  F o r t  K n o x  w o r k f o r c e  h a s  a c h ie v e d  i,ooo,ooo m a n h o u r s  w o r k e d  w i t h o u t  a  lo s t  t im e  a c c i­

d e n t ;  f ir s t  in  1 9 9 9 , a g a in  i n  2 0 0 1 , a n d  m o s t  r e c e n t ly  i n  2 0 0 4 . T h e  s it e ’s  la s t  L T A  w a s  in  A p r i l  2 0 0 5  a n d  

c r e w s  a r e  w o r k i n g  h a r d  to  r e a c h  t h is  s a fe t y  m i le s t o n e  a g a in .

F G M I  h a s  tw ic e  b e e n  a w a r d e d  t h e  p r e s t ig io u s  S e n t in e ls  o f  S a fe t y  a w a r d  b y  t h e  

U S  D e p a r t m e n t  o f  L a b o r .  T h e  f ir s t  a w a r d  w a s  r e c e iv e d  in  1 9 9 7  f o r  F o r t  K n o x  

a n d  t h e  s e c o n d  i n  2 0 0 1  f o r  T r u e  N o r t h .

I n  t h e  c a s e  o f  a n  e m e r g e n c y , F o r t  K n o x  h a s  b o t h  a n  E m e r g e n c y  R e s p o n s e  P la n  

a n d  a  C r is is  C o m m u n ic a t io n s  P la n . T h e  m in e ’s  E m e r g e n c y  R e s p o n s e  T e a m  

p a r t ic ip a t e s  in  m o n t h l y  t r a in i n g  f o c u s in g  o n  v a r io u s  t o p ic s  f r o m  h i g h  a n g le  

r e s c u e  a n d  f ir e  s u p p r e s s io n  to  H a z m a t  r e s p o n s e  a n d  e m e r g e n c y  m e d ic a l  t r e a t ­

m e n t .  A t  F o r t  K n o x  s a fe t y  w i l l  n o t  b e  c o m p r o m is e d .
Well stocked first aid kits 

are located throughout the 

mine site.



C o m m i t m e n t  t o  t h e  C o m m u n i t y

F o r t  K n o x  p a r t ic ip a t e s  i n  m a n y  lo c a l  e v e n t s  a n d  a c t iv it ie s  l i k e  G o ld e n  D a y s , t h e  T a n a n a  V a l le y  F a ir ,  a n d  

C le a n  U p  D a y . I n  a d d i t i o n  to  v o lu n t e c i i n g  to  c le a n  u p  i n  t o w n , F o r t  K n o x  w a s  r e c e n t ly  r e c o g n iz e d  f o r  

s u p p o r t i n g  o u r  e m p lo y e e s  w h o  s e rv e  in  t h e  m i l i t a r y  w it h  t h e  E m p lo y e e  S u p p o r t  G u a r d  a n d  R e s e rv e  

a w a r d .  T h e  m in t  w o r k s  w i t h  T h e  U n iv e r s i t y  o f  A la s k a ,  p a r t ic ip a t in g  in  E n g in e e r in g  W e e k ,  j o b  f a i r s ,  a n d  

le n d in g  c la s s r o o m  e x p e r t is e . S e v e r a l m e m b e r s  o f  t h e  m a n a g e m e n t  t e a m  s e rv e  o n  lo c a l  e d u c a t io n  a d v i ­

s o r y  c o m m it t e e s ; ______________________________________________________________

Fort Knox employees and their  families participating in Clean Up Day 2 0 0 5 . 
(L-R) Emily and  Bobby Organ (Security); Willow, Dave (Environmental) and  
Walker Stewart.

M in i n g  a n d  p r o c e s s in g  a t  F o r t  K n o x  h a v e  a  p o s i­

t iv e  im p a c t  o n  th e  lo c a l a n d  s ta te  e c o n o m ie s  b y  

p r o v id in g  t e c h n ic a l ly  d e r r  r n d in g  jo b s  f o r  p r o f e s ­

s io n a ls  w it h  a n  a n n u a l  p a y r o l l  o f  o v e r  $ 3 6  m i l l i o n .  

T h e  m in e  a ls o  c re a te s  a n  a d d i t i o n a l  5 1 0  s u p p o r t  

s e c to r  jo b s  in  F a i r b a n k s .  W o r k i n g  w i t h  o v e r  5 0 0  

c o m p a n ie s  in  t h e  F a ir b a n k s  a r e a , m o r e  t h a n  $ 7 0  

m i l l i o n  is  e x p e c t e d  to  b e  s p e n t  in  d ir e c t  p u r c h a s e s  

a n d  o v e r  $ 7  m i l l i o n  d o l l a r s  o n  c o n t r a c t  l a b o r  in  

s u p p o r t  o f  m in e  o p e r a t io n s  i n  2 0 0 5 . O n  a v e r a g e , 

F o r t  K n o x ’s  t o t a l s p e n d in g  e x c e e d s  $ 1 0 0 ,0 0 0 , 0 0 0  

a n n u a l l y .

F o r t  K n o x  is  a  d e d ic a t e d  m e m b e r  o f  b o t h  t h e  I n t e r i o r  a n d  A la s k a n  c o m m u n it ie s .

2 0 0 5  P ro je c te d  Sp end ing

$117  million total spending
$36  million on w ages and benefits
$21 on electricity
$ 8 .8  million on fuel
$ 3 .4  million on property taxes
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T o u r s  a n d  E d u c a t i o n

F o r  m a n y  y e a r s , F o r t  K n o x  h a s  w o r k e d  w i t h  A M E R E F  to  

te a c h  A la s k a n  te a c h e r s  a n d  s t u d e n t s  a b o u t  m i n i n g  a n d  r e ­

s o u rc e s . A s  w e l l  a s  w e lc o m in g  c la s s e s  a t  t h e  m in e  s it e , m in e  

e m p lo y e e s  v is it  lo c a l  s c h o o ls  to  te a c h  le s s o n s  l i k e  c o o k ie  m i n ­

i n g  o r  c a k e  c o r e  d r i l l i n g .

E m p lo y e e s  m a y  a ls o  le a d  t o u r s  f o r  t h e i r  f a m i l y  a n d  f r ie n d s .  S u c h  t o u r s  m u s t  b e  a p p r o v e d  b y  t h e  e m ­

p lo y e e ’s  s u p e r v is o r  a n d  s c h e d u le d  t h r o u g h  t h e  S e c u r it y  O f f ic e  a t le a s t  2 4  h o u r s  i n  a d v a n c e .

In addition to sponsoring Kids 

Day at the fair when all kids re­

ceive free admission, Fort Knox 

hosts a booth at the Tanana Valley 

State Fair every year, staffed by 

employee volunteers.

(I.-R) Mine Manager Dan Snodgress and HR 

Manager Caroline Sandel pose with Hutchison 

High School principal Bill McLeod and 

Tanana Valley Campus Director Rick Caul­

field . Fort Knox has a School to Business part­

nership with the new vocational high school.

F o r t  K n o x  is  p r o u d  to  o f f e r  f re e  m in e  t o u r s  t o  e d u c a t io n a l  

g r o u p s  f r o m  M a y  t o  S e p t e m b e r . T h e s e  t o u r s  a r e  s c h e d u le d  

t h r o u g h  t h e  C o m m u n i t y  A f f a ir s  D e p a r t m e n t  a n d  a r e  le d  b y  

m in e  e m p lo y e e s  t r a in e d  to  le a d  t o u r s . T o u r s  a r e  l im i t e d  to  3 0  

p a r t ic ip a n t s  a n d  a l l  g u e s t s  m u s t  b e  o f  a t le a s t  t h i r d  g r a d e  

s t a n d in g .

elementary school 

student depicting 

what he learned 

when he toured 

Fort Knox. Most 

classes send a 

packet of letters or 

drawings as a 

thank you follow­

ing a Fort Knox 

tour.

Fort Knox engineers David Quandt and Bill Angell (in the 

white hard hats) lead a tour of visiting professors from a 

Russian university.

A group of elementary school children 

watch a haul truck back up to the crusher 

Artwork from an while on a school tour.
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T h e  E n v i r o n m e n t

NOVs

Reportable Spills

Permit Exceed cnees'.; o

E n v i r o n m e n t a l  C o m p l i a n c e

A s  i m p o r t a n t  a s  s a f e t y  i s  t h e  e n v i r o n m e n t .  T h a n k s  t o  t h e  e n v i r o n m e n t a l  d e p a r t m e n t  s t a f f  a n d  a l l  o f  t h e  

m i n e ’s  e m p l o y e e s ,  F o r t  K n o x  e n j o y s  c o m m e n d a b l e  e n v i r o n m e n t a l  p e r f o r m a n c e .

E v e r y  y e a r  h a s  b e e n  a  g r e a t  y e a r  f o r  F o r t  K n o x  a n d  i n  t h e  h i s t o r y  o f  t h e  s i t e  o n l y  o n e  n o t i c e  o f  v i o l a t i o n  

w a s  e v e r  r e c e i v e d .  J u s t  a f t e r  m i n i n g  c o m m e n c e d  in  1997 , F o r t  K n o x  w a s  i s s u e d  a  c i t a t i o n  f o r  a n  i m p r o p ­

e r l y  l a b e l e d  u s e d  o i l  c o n t a i n e r .  T h r o u g h o u t  t h e  y e a r s  a n d  t h r o u g h  m a n y  i n s p e c t i o n s  a n d  a u d i t s ,  t h e  

m i n e ’s  e n v i r o n m e n t a l  c o m p l i a n c e  h a s  b e e n  s t e l l a r .  I n  f a c t ,  in  A u g u s t  2005 , S t e p h a n  J o h n s o n ,  t h e  E P A  

A d m i n i s t r a t o r  f r o m  W a s h i n g t o n  D C , v i s i t e d  F o r t  K n o x .  T h i s  w a s  h i s  f i r s t  v i s i t  t o  a  m i n e  a n d  h e  w a s  

c l e a r l y  i m p r e s s e d  w i t h  t h e  c o m p a n y ’s  e n v i r o n m e n t a l  s t e w a r d s h i p .
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A rctic  G ray lin g  ( le ft)  a n d  B u rb o t ( r ig h t)  sp a w n  in  th e  d e v e lo p e d  w e tla n d s  in  th e  valley  below  th e  Fort Knox m in e . T h e  F ort 

K nox sp a w n in g  g ro u n d s  p ro v id e  m an y  o f  th e  fish  found  in F a irb an k s  s tr e a m s  a n d  rivers .

C o n c u r r e n t  R e c l a m a t i o n

F o r t  K n o x  s  l o c a t e d  in  t h e  h e a r t  o f  t h e  g o ld  r u s h  b o o m  a r e a  o f  t h e  e a r l y  19 0 0 ’s .  C o n t i n u i n g  F o r t  

K n o x ’s  c o m m i t m e n t  t o  t h e  c o m m u n i t y ,  t h e  m i n e  h a s  e m b a r k e d  o n  r e c l a m a t i o n  in  t h e  F i s h  C r e e k  V a l ­

le y . T h e  h i s t o r i c  p l a c e r  m i n i n g  l e f t  t h e  F i s h  C r e e k  V a l le y  h e a v i l y  i m p a c t e d  w i t h  e x t e n s i v e  e r o s i o n .  A s  

F o r t  K n o x  w a s  b u i l t ,  v o l u n t a r y  r e c l a m a t i o n  t o o k  p l a c e  in  t h e  v a l l e y .  I s o l a t e d  p o o l s  b e c a m e  c o n n e c t e d  

w e t l a n d s  a s  t h e  a r e a  w a s  r e c o n t o u r e d .  S e e d i n g  n a t i v e  g r a s s e s  s t o p p e d  e r o s i o n  a n d  s e d i m e n t  m o v e m e n t  

i n t o  s t r e a m s .  T h e  W a t e r  S u p p l y  R e s e r v o i r  w a s  b u i l t  a n d  t h e  s m a l l  f i s h  p o p u l a t i o n s  i n c r e a s e d ,  A r c t i c  

G r a y l i n g  a n d  B u r b o t  a r e  t h e  m o s t  c o m m o n  f i s h  s p e c i e s  in  t h e  v a l l e y .  A  w a s  c h a n n e l  b u i l t  f r o m  t h e  r e s ­

e r v o i r  t o  t h e  w e t l a n d s  t h a t  i n c r e a s e d  G r a y l i n g  s p a w n i n g  h a b i t a t .  F i s h  i m p u t a t i o n  n u m b e r s  h i t  t a r g e t  

g o a l s  in  2 y e a r s  r a t h e r  t h a n  t h e  e x p e c t e d  10  y e a r s .  T h e  r e c l a m a t i o n  e f f o r t s  o f  F o r t  K n o x  g r e a t l y  i n ­

c r e a s e d  t h e  h i g h  q u a l i t y  v a l u e  o f  t h e  w e t l a n d s .  I t  is  n o w  h o m e  t o  m o o s e ,  w o lv e s ,  s m a l l  m a m m a l s ,  b i r d s  

o f  p r e y ,  a n d  m o r e .

A  F u n c t i o n a l  A n a ly s i s  o f  t h e  D e v e l o p e d  W e t ­

l a n d s  w a s  c o m p l e t e d  in  2004 . T h i s  s t u d y  

e v a l u a t e d  a l l  o f  t h e  l a n d  w i t h i n  t h e  F o r t  K n o x  

c l a i m s  a n d  r a t e d  i t s  v a l u e  f o r  h a b i t a t .  A  s i m i ­

l a r  s t u d y  w a s  d o n e  d u r i n g  t h e  p e r m i t t i n g  s t a g e  

o f  t h e  m i n e .  R e s u l t s  f r o m  t h e  2004  s t u d y  

s h o w  t h a t  88%  o f  t h e  v a l u e  o f  t h e  w e t l a n d s  

F o r t  K n o x  h a s  d i s t u r b e d  f o r  t h e  e n t i r e  m i n e -  

s i t e  h a v e  b e e n  r e p l a c e d  b y  j u s t  t h e  d e v e l o p e d  

w e t l a n d s  c r e a t e d  t h r o u g h  v o l u n t a r y  c o n c u r ­

r e n t  r e c l a m a t i o n .

T h e  d e v e lo p ed  w e tla n d s  c re a te d  th ro u g h  v o lu n ta ry  re c lam a tio n  

in th e  F ish  C reek  V alley.
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I n  2004  F G M I  r e c e i v e d  a p p r o v a l  f r o m  t h e  S t a t e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  t h a t  t h e  

c l e a n u p  a n d  r e c l a m a t i o n  e f f o r t s  a t  R y a n  L o d e  w e r e  s u c c e s s f u l .  T h e  R y a n  L o d e  p r o p e r t y  w a s  p u r c h a s e d  in  

1999  w i» h  t h e  i n t e n t  o f  d e v e l o p i n g  t h e  p r o j e c t .  F G M I  n e v e r  d e v e l o p e d  t h e  p r o j e c t  b u t  t h e  c o m p a n y ’s  

c o m p r e h e n s i v e  c l e a n u p  a n d  r e c l a m a t i o n  e f f o r t s  t o t a l e d  n e a r l y  $ 800 ,0 0 0  a n d  i n c l u d e d  r e m o v a l  o f  h i s ­

t o r i c  c o n t a m i n a t i o n ,  c l o s u r e  o f  t h e  r e m a i n i n g  p r o c e s s  c o m p o n e n t s  i n c l u d i n g  a  l e a c h  p a d ,  a n d  r e c l a m a ­

t i o n  o f  t h e  d i s t u r b e d  a r e a s .  T h e  c o m p a n y  w i l l  c o n t i n u e  t o  m o n i t o r  w a t e r  q u a l i t y  i n  t h e  v i c i n i t y  f o r  y e a r s  

t o  c o m e .

M o s t  r e c e n t l y ,  t h i s  s u m m e r  F G M I  b e g a n  r e c l a m a t i o n  a t  t h e  T r u e  N o r t h  p r o p e r t y  i n  a r e a s  t h a t  w o n ’t  b e  

d i s t u r b e d  b y  f u t u r e  m i n i n g  a c t i v i t i e s .  T o  d a t e  124  a c r e s  h a v e  b e e n  r e c o n t o u r e d  a n d  r e s e e d e d .

L ike th e  a re a  p ic tu red , a  to ta l o f  124 ac re s  a t T ru e  N o rth  w e re  re c o n to u re d  a n d  re se e d e d  ov er th e  s u m m e r  o f  2005.

P o s t  M i n i n g  R e c l a m a t i o n

C l o s u r e  a n d  r e c l a m a t i o n  o f  t h e  F o r t  K n o x  t a i l i n g s  i m p o u n d m e n t  w il l  c r e a t e  a  s e r i e s  o f  s t r e a m s ,  p o o l s  

a n d  s h a l l o w  w e t l a n d s  b y  s e l e c t i v e  d i s p o s i t i o n  o f  t a i l i n g s  d u r i n g  t h e  f in a l  y e a r s  o f  o p e r a t i o n .  T h e  o r e  a t  

F o r t  K n o x  i s  r e l a t i v e l y  f r e e  o f  s u l f i d e s  a n d  o t h e r  p r o b l e m  m e t a l s  t h a t  t y p i c a l l y  r e q u i r e  w a t e r  t r e a t m e n t  

d u r i n g  c l o s u r e .  B a s e d  o n  m o d e l s  d e v e l o p e d  t o  p r e d i c t  t h e  p o s t - r e c l a m a t i o n  w a t e r  q u a l i t y ,  t r e a t m e n t  o f  

w a t e r  w il l  n o t  b e  r e q u i r e d .  H o w e v e r ,  n o  w a t e r  w i l l  b e  d i s c h a r g e d  u n l e s s  t h e  w a t e r  q u a l i t y  c o n f o r m s  w i t h  

t h e  d i s c h a r g e  s t a n d a r d s  s p e c i f i e d  b y  p e r m i t s  a p p r o v e d  b y  t h e  a g e n c i e s .
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M a k i n g  G o l d

T he Fori Knox mill in th e  background an d  m ine, m obile, and  adm in istra tive  facilities in the  foreground.

F a c i l i t i e s

O n e  l a r g e  b u i l d i n g  h o u s e s  t h e  a d m i n i s t r a t i v e  o f f i c e s ,  t h e  w a r e h o u s e ,  a n d  t h e  m o b i l e  e q u i p m e n t  s h o p .

T h e  a m b u l a n c e  b a y  c o n t a i n s  a n  e m e r g e n c y  r e s p o n s e  v e h i c l e  a n d  a  f i r e  w a g o n .  T h e  F G M I  E m e r g e n c y  

R e s p o n s e  T e a m  is  t r a i n e d  t o  u s e  t h e s e  v e h i c l e s  in  t h e  c a s e  o f  a n  e m e r g e n c y .  B a c k  u p  i s  p r o v i d e d  b y  t h e  

S t e e s e  A r e a  V o l u n t e e r  F i r e  D e p a r t m e n t ,  l o c a t e d  in  F a i r b a n k s .

T h e  m a i n  w a r e h o u s e  a n d  c o l d  s t o r a g e  b u i l d i n g  ( a c r o s s  t h e  r o a d )  c o n t a i n  a p p r o x i m a t e l y  $ 1 1  m i l l i o n  i n ­

v e n t o r y  i n  s u p p o r t  o f  F o r t  K n o x  o p e r a t i o n s .

T h e  m o b i l e  e q u i p m e n t  m a i n t e n a n c e  s h o p  h a s  tw o  m a i n  a r e a s ,  o n e  f o r  s m a l l  

v e h i c l e  a n d  o n e  f o r  l a r g e r  e q u i p m e n t .  T w o  b a y s  a r e  d e d i c a t e d  t o  l i g h t  d u t y  

v e h i c l e  m a i n t e n a n c e .  V e h ic l e s  r a n g i n g  f r o m  p i c k - u p s  t o  c r e w  v a n s  t o  s t e m ­

m i n g  t r u c k s  a n d  f u e l  t r u c k s  a r e  s e r v i c e d  in  t h i s  s h o p .
The cold sto rage  build ing  is 
located across th e  road  from  the  
m ain w arehouse

M o s t  m a j o r  e q u i p m e n t  i s  b r o u g h t  t o  t h e  m a i n  s h o p  f o r  p r e v e n t a t i v e  m a i n t e ­

n a n c e  ( P M s )  a n d  r e p a i r s  w h e r e  i t  w i l l  b e  s e r v i c e d  in  o n e  o f  s ix  h e a v y  d u t y  b a y s .  W i t h  a  t r a m  t i m e  o f  o n ly  

1 m i l e  p e r  h o u r ,  t h e  s h o v e l s  a r e  s e r v i c e d  in  t h e  p i t .  T h e  lo c a l  C a t e r p i l l a r  d e a l e r s h i p  h a s  a  m a i n t e n a n c e  

a n d  r e p a i r  c o n t r a c t  f o r  9 h a u l  t r u c k s ,  2 l o a d e r s  a n d  1 g r a d e r .  F o r t  K n o x  m e c h a n i c s  a r e  t r a i n e d  a n d  r e ­

s p o n s i b l e  f o r  m a i n t a i n i n g  a l l  o t h e r  e q u i p m e n t .  T h e  s h o p  a l s o  f e a t u r e s  a  l a r g e  w a s h  b a y  t h e  s i t e ’s  w a s h  

b a y  w h e r e  v e h i c l e s  c a n  b e  c l e a n e d  b e f o r e  s e r v i c i n g .

Left: T h e  m a in  sh o p  w h ere  larg e  

e q u ip m e n t is serv iced

R ight: L ight d u ty  m ech an ic  Luis 

P im en te l se rv ices a  c rew  van  in  th e  

light d u b  shop .
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T h e  F o rt K nox p it from  th e  a ir  lo o k in g  back  a t  th e  m ill a n d  ta ilin g s  fac ilitie s.

F i t  G e o l o g y

W h e n  c o m p l e t e ,  t h e  F o r t  K n o x  p i t  i s  p l a n n e d  t o  b e  t m i l e  l o n g  b y  V2 m i l e  w i d e  a n d  V2 m i l e  d e e p .  T h e  

h i l l t o p  e l e v a t i o n  i s  2 ,2 0 0  f e e t ,  a n d  f r o m  t h e  t o p  o f  t h e  t a l l e s t  h i l l ,  t h e  p i t  i s  1 , 1 0 0  f e e t  d e e p .  T h e  w a l l s  a r e  

l i n e d  w i t h  30  f t t a l l  s t a i r - s t e p  s i d e  w a l l s  c a l l e d  b e n c h e s .  T h e  b e n c h  s l o p e s  a r e  a n g l e d  a t  a p p r o x i m a t e l y  45 
d e g r e e s .  T h e  b r o w n  m e t a m o r p h i c  r o c k  t o w a r d s  t h e  t o p  o f  t h e  p i t  is  c a l l e d  F a i r b a n k s  S c h i s t .  T h e r e  i s  v e r y  

l i t t l e  g o l d  i n  t h e  s c h i s t  a n d  w h e n  m o v e d  o u t  o f  t h e  p i t ,  i t  i s  t a k e n  t o  a  r o c k  d u m p  o n  t h e  m i n e  s i t e .  T h e  

w h i t e  o r  g r a y  r o c k  b e n e a t h  t h e  s c h i s t  i s  g r a n i t e ,  a n d  t h i s  i s  w h e r e  t h e  F o r t  K n o x  g o l d  i s  f o u n d .  G o l d  o c ­

c u r s  a l o n g  q u a r t / ,  v e i n s ,  f r a c t u r e s  a n d  s h e a r  zones i n  t h e  g r a n i t e .  M o s t  o f  t h e  g o l d  f o u n d  a t  F o r t  K n o x  i s  

m i c r o s c o p i c  ( l e s s  t h a n  10 0  m i c r o n s ,  o r  0 .1  m i l l i m e t e r s )  a n d  c a n n o t  b e  s e e n  w i t h  t h e  n a k e d  e y e .  H o w e v e r ,  

s o m e  g o l d  i s  v i s i b l e  ( u p  t o  2  m i l l i m e t e r s ) .

T h r e e  t y p e s  o f  m a t e r i a l  a r e  e x c a v a t e d  f r o m  t h e  p i t .  T h e  A  g r a d e  o r e  h a s  a  g o l d  c o n t e n t  h i g h e r  t h a n  0 .0 13  

o u n c e s  p e r  t o n  ( o p t )  o r  0 .0 17  o p t ,  d e p e n d i n g  o n  t h e  h a r d n e s s  o f  t h e  m a t e r i a l .  T h i s  o r e  g o e s  d i r e c t l y  t o  

t h e  c r u s h e r  f o r  p r o c e s s i n g .  B g r a d e  o r e  c o n t a i n s  a t  l e a s t  0 .0 12  o p t  a n d  i s  s t o c k p i l e d .  T h i s  o r e  w i l l  b e  

p r o c e s s e d  i n  t h e  m i l l  a f t e r  m i n i n g  i s  c o m p l e t e .  T h e  30  m i l l i o n  t o n  s t o c k p i l e  i s  e x p e c t e d  t o  f e e d  t h e  m i l l  

f o r  t w o  y e a r s  b e y o n d  t h e  m i n e  l i f e .  M a t e r i a l  w i t h  l e s s  t h a n  0 .0 12  o p t  i s  c o n s i d e r e d  w a s t e  a n d  g o e s  t o  t h e  

r o c k  d u m p s .
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P ro d u c t io n

M i n i n g  i s  c u r r e n t l y  t a k i n g  p l a c e  in  t h r e e  d i f f e r e n t  a r e a s  o f  t h e  p i t .  P h a s e  4 i s  t h e  a r e a  a t  t h e  b o t t o m  o f  t h e  

p i t .  B e c a u s e  t h e  p i t  n a r r o w s  a t  t h e  b o t t o m ,  in  o r d e r  t o  g o  d e e p e r  m i n i n g  m u s t  b e g i n  a t  t h e  v e r y  t o p  

b e n c h  t o  m a k e  t h e  e n t i r e  p i t  b i g g e r .  T h e  w e s t  e n d  o f  t h e  p i t  i s  g r o w i n g  w i t h  P h a s e  5 , c u r r e n t l y  m i d - w a y  

d o w n  t h e  w a l l .  B o th  o r e  a n d  w a s t e  r o c k  a r e  b e i n g  t a k e n  o u t  o f  P h a s e s  4 a n d  5 , T h e  s o u t h  s i d e  o f  t h e  p i t  is  

a l s o  g r o w i n g .  P h a s e  6 b e g a n  in  A p r i l  2004  a n d  60  m i l l i o n  t o n s  o f  w a s t e  r o c k  a r e  b e i n g  m o v e d  b e f o r e  s u s ­

t a i n e d  o r e  w il l  b e  r e a c h e d  i n  2007 .

F o r t  K n o x  h a s  c h a n g e d  a n d  g r o w n  o v e r  t h e  y e a r s .  I n  2003  m i n i n g  a v e r a g e d  a p p r o x i m a t e l y  8 3 ,0 00  t o n s  

p e r  d a y .  I n  M a r c h  o f  2004  t h e  m i n i n g  e q u i p m e n t  f r o m  T r u e  N o r t h  w a s  b r o u g h t  o v e r  t o  F o r t  K n o x . W o r k  

in  t h e  P h a s e  6 s e c t i o n  o f  t h e  p i t  b e g a n  in  A p r i l  a n d  b y  m i d - y e a r  2004  m i n e  p r o d u c t i o n  h a d  i n c r e a s e d  t o

13 0 ,0 0 0  t o n s  p e r  d a y  ( t p d ) .  B y  O c t o b e r ,  6 o f  t h e  8  n e w  19 0 - t o n  h a u l  t r u c k s  w e r e  i n  s e r v i c e .  I n  J a n u a r y  o f  

2005  t h e  m i n e 's  d i s p a t c h  s y s t e m  w e n t  l iv e .  T h i s  s y s t e m  u s e s  G P S  t o  t r a c k  a n d  a s s i g n  t r u c k s  to  l o a d i n g  

u n i t s  o p t i m i z i n g  p r o d u c t i o n .  A  n e w  p r o d u c t i o n  r e c o r d  w a s  s e t  in  M a r c h ,  m o v i n g  o v e r  2 0 0 ,0 0 0  t o n s  e a c h  

d a y .

T h e  c o m b i n a t i o n  o f  n e w  e q u i p m e n t  a n d  t h e  i m p r o v e d  e f f i c i e n c y  o f  t h e  d i s p a t c h  s y s t e m  h a v e  i n c r e a s e d  

a v e r a g e  p r o d u c t i o n  i n  2005  t o  18 0 ,0 0 0  t p d .

L ook ing  a c ro ss  th e  p it fro m  P hase  5 it is e a sy  to  see  th e  c o n ta c t b e tw een  th e  g ra n ite  a n d  sch ist.

D e w a t e r i n g

I t  i s  i m p o r t a n t  t o  k e e p  t h e  p i t  d r y  w h i l e  m i n i n g .  C u r r e n t l y  w a t e r  i s  p u m p e d  o u t  a t  a  r a t e  o f  u p  to  800  
g a l l o n s  p e r  m i n u t e .  T h e  w a t e r  t a b l e  i s  250  f e e t  b e l o w  t h e  p i t  f l o o r  a n d  w a t e r  t a k e n  f r o m  t h e  p i t  i s  u s e d  t o  

f ill w a t e r  t r u c k s  a n d  d r i l l s  f o r  d u s t  s u p p r e s s i o n .  E x c e s s  w a t e r  i s  p u m p e d  i n t o  t h e  t a i l i n g s  i m p o u n d m e n t  

a n d  u s e d  in  t h e  m i l l i n g  p r o c e s s .  A d d i t i o n a l  w e l l s  a r e  d r i l l e d  e v e r y  y e a r  t o  k e e p  u p  w i t h  p i t  e x p a n s i o n .
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D r i l l in g

I n  o r d e r  t o  g e t  e a c h  o f  t h e  30  f t b e n c h e s  in  t h e  p i t ,  F o r t  K n o x ’s  7  d r i l l s  a n d  

28  d r i l l e r s  a r e  k e p t  b u s y .  E a c h  g r i d  p a t t e r n  h a s  200  t o  600  h o l e s .  T h e  

h o l e s  a r e  33  f e e t  d e e p ,  a n d  a n y w h e r e  f r o m  16  t o  20  f e e t  a p a r t .  T h e  d i s t a n c e  

b e t w e e n  h o l e s  d e p e n d s  o n  t h e  m a t e r i a l .  O r e  i s  d r i l l e d  o n  16  f o o t  c e n t e r s  

w i t h  a  6.75  i n .  b i t  w h i l e  h o l e s  i n  w a s t e ,  o r  n o n  g o ld  h e a r i n g  m a t e r i a l ,  a r e  

d r i l l e d  17  t o  20  f e e t  a p a r t  w i t h  a  7.5  i n .  b i t .

S e v e n  d r i l l e r s  w o r k  a t  a  t i m e ,  r o t a t i n g  o n  t h e  s a m e  s c h e d u l e s  a s  t h e  f o u r  

m i n e  c r e w s .  T h e  e i g h t  b l a s t e r s  w o r k  f o u r  t e n - h o u r  d a y s  e a c h  w e e k .  D r i l l  

a n d  b l a s t  c o v e r a g e  s p a n s  7 d a y s  p e r  w e e k .

B l a s t i n g

DR7 d r ills  h o le s o n  a  new  b la s t
p a tte rn  a t  F o rt K nox. 'H ie  d r i l l  p a t t e r n s  a r e  b l a s t e d  o n c e  d a i ly ,  M o n d a y  t h r o u g h  F r i d a y  a t  1 1  A M

o r  3  P M . F o r t  K n o x  u s e s  A N F O  ( a m m o n i u m  n i t r a t e  ( f e r t i l i z e r )  a n d  d i e s e l  

f u e l ) .  T h e  b l a s t s  a r e  s e t  u s i n g  a  n o n e l  ( n o n  e l e c t r i c )  s y s t e m  f o r  i g n i t i o n  t h a t  i g n i t e s  a t  a  r a t e  o f  10 ,0 0 0  
f e e t  p e r  s e c o n d .  E a c h  h o l e  h a s  a  b l a s t  c a p .  T h e  d e t  c o r d  m o v e s  a t  26 ,0 00  f t  p e r  s e c o n d ,  a n d  t h e r e  a r e  

s u r f a c e  d e l a y s  o f  67 m i l l i s e c o n d s  r o w  t o  r o w ,  25  m i l l i s e c o n d s  h o l e  t o  h o l e ,  a n d  350  m i l l i s e c o n d s  

" d o w n  h o l e . ”

B y  d e s i g n ,  t h e  b l a s t s  a t  F o r t  K n o x  a r e  r a t h e r  a n t i -  

c l i m a c t i c .  U n l i k e  t h e  m o v i e s ,  t h e r e  a r e  n o  c a r s  t h a t  b u r s t  

i n t o  f l a m e s  a n d  n o  e q u i p m e n t  g e t s  t u r n e d  u p s i d e  d o w n .  

T h e  g o a l  o f  t h e  b l a s t  c r e w  is  t o  k e e p  m a t e r i a l  m o v e m e n t  

c o n s i s t e n t  s o  z o n e d  o r e  a n d  n o n - g o l d  b e a r i n g  r o c k  s t a y  

r e l a t i v e  t o  e a c h  o t h e r  a s  a s s a y e d  f r o m  t h e  d r i l l e d  h o l e s .  

T h e  m a t e r i a l  i s  f r a c t u r e d  j u s t  e n o u g h  f o r  l o a d i n g  u n i t s  lo  

m a i n t a i n  f l o o r  g r a d e  a n d  a c h i e v e  a  h i g h  b u c k e t  f ill f a c t o r  

w i t h  m i n i m a l  e f f o r t .  I n  l a y m a n  t e r m s ,  t h e  g r o u n d  is  

f l u f f e d  j u s t  e n o u g h  f o r  e a s y  l o a d i n g  w i t h o u t  d i s t u r b i n g  

t h e  r e l a t i v e  l o c a t i o n  o f  t h e  o r e  a n d  n o n - g o l d  b e a r i n g  

r o c k .

H o les a re  d r ille d  a n d  fd led  w ith  ex p lo s iv es p r io r  lo  

b las tin g .

B lasts a t F o rt K nox lo o sen  th e  ro ck  ju s t  e n o u g h  f o r a  lo a d e r  o r  shove l to  lo ad  th e  m a te ria l in to  tru ck s .
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