Denali Commission Report 

October 1- December 31, 2006 Progress Report

Agrium Kenai Blue Sky Project

Progress to Date

Key areas that were worked on during this period include engineering with respect to nitrogen facility integration and gasification; coal supply due diligence; preparation and issuance of a request for information to seven gasification companies; completed Phase 1(b) Environmental Permitting Requirements; developed and issued a request for proposals to six environmental consulting firms; initiated analysis of transportation study; established partnership with Homer Electric Association who will be taking the lead in the development of the power block; continued discussions with coal suppliers, Port of Anchorage, and Matanuska Susitna Borough; and continue to refine the financial model for the project.

The interim coal due diligence results show that there are sufficient coal resources available from Usibelli Coal Mine leases to support this project.  URS completed a transportation study that analyzed different options for transporting coal and port load out facilities.  Currently the Port of Anchorage and Matanuska Susitna Borough are being considered.

On November 7, 2006 a meeting was held with all companies that received the environmental RFP with November 30, 2006 being the date when proposals needed to be submitted.  Three responses were received to the environmental request for proposals – CH2M Hill in conjunction with Golder Associates, ENSR, and URS in conjunction with Entrix.  Those proposals are being evaluated with further discussions and contractor selection scheduled for Q1 2007.

Consultants working on the project include: Terrasat – investigating the feasibility of obtaining the required water; J.T. Boyd – coal due diligence; URS – barge and port facilities transportation analysis; Wood Canyon – power analysis; Steigers Corporation – environmental; Scimation – gasification and facility integration; Black and Veatch – front end design and engineering; OPS – transportation and coal analysis; Cansolv – mercury absorption; BASF – process study on MDEA solvent solution; Electrical Power System – transmission study

Q1 2007 Expectations

During Q1 the final report from Terrasat should be received; the gasification technology and environmental contractor will be selected; further work will be completed on the optimization of the fertilizer plant with the gasification and power block plants; complete MDEA simulation work; complete the Phase 2(A) engineering package; complete power plant options; and refine the financial model for the project.

Schedule and Budget

At this time the project is on schedule and within budget.  
