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Agrium Kenai Gasification Project 

Several key decisions have been made during the first quarter of 2007 that should allow the project engineering to proceed on the current schedule.  Anticipated completion for the Phase 2a engineering is currently July 2007.  

Negotiations continue with the gasification technology provider on the licensing agreement.  Agrium anticipates securing the licensing agreement in late Q2 2007.  Black & Veatch and Uhde have been contracted for FEED definition study parameters.  MDEA simulation work has been completed and concluded that MDEA equipment can be reused with a new, smaller acid gas removal system needing to be installed for sulfur treatment.  The first rounds of power plant air quality control designs have been completed.  

The decision was made to change the power plant to 2 X 100 megawatt boilers and steam turbine generators. Meetings were held with local Alaskan contactors and the Kenai Peninsula Borough to complete a labor survey.  A coal sample was shipped to Germany to allow for the completion of the necessary coal milling and drying tests.  

Christenberry Collet Company developed a preliminary financial model for the power block that reflects a cooperative power block structure.  Homer Electric Association (HEA) has determined that it could commercialize up to 70 megawatts of power into the South-central power grid.

A final report was received from Terrasat, Inc. in February 2007 on the feasibility of obtaining required water.  Terrasat conducted a geophysical survey around the area to identify potential ground water resources using vertical electrical resistivity techniques.  Twenty-eight locations were evaluated from ground surface to depths ranging from 500 to 1300 feet. The data collected provides a better understanding of the horizontal and lateral extent of known and suspected aquifers.  Through extensive modeling and observation, Terrasat determined that probable aquifers exist at depths greater than 400 feet and in close proximity to the Agrium facility.  Actual drilling will be required to determine the location and quantity, quality and water flow rates.

Discussions continue with the potential feedstock suppliers as well as the Port of Anchorage and Matanuska Susitna Borough regarding coal load out facilities.  The Alaska Railroad Corporation Board of Directors approved seeking legislative approval for the issuance of tax-free bonds to finance the project as well as provide the railroad with funding for equipment acquisition and rail upgrades.

Agrium has completed a ranking of the environmental permitting proposals and held follow up meetings with two potential contractors.  Agrium anticipates selecting an environmental firm to assist with project permitting during Q2 2007.

A draft Preliminary Information Memorandum (PIM business plan) was completed and is undergoing internal reviews.  An independent financial model has been built for distribution with the PIM.  A number of companies are indicating significant interest in partnering on this project and await completion of the PIM.   

