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Fording emerges
from unbundling

Last week, shareholders in Canadian
Pacific Ltd overwhelmingly approved a
share distribution which has resulted in the
Calgary-based conglomerate being split
into five independent public companies.
The restructuring, which became effective
this Monday (October 1), has resulted in
the flotation of Fording Inc., Canada’s
largest producer of export coal, and the
world’s largest producer of the industrial
mineral wollastonite. The other four com-
panies which have been spun off as a result
of the restructuring are PanCanadian
Energy Corp., Canadian Pacific Railway
Inc., CP Ships Ltd, and Fairmont Hotels
and Resorts Inc. The rationale behind the
proposal is to unlock the value and poten-
tial of the five companies for shareholders.
Canadian Pacific’s chairman, president and
chief executive officer, David O’Brien, said
that the decision “would equip all five com-
panies to pursue even greater success by
providing them with growth opportunities
and direct access to public equity markets”.

Fording’s business operations are split
into three segments: coking coal (called
‘mountain operations’); thermal coal
(‘prairie operations’); and industrial miner-
als operations. Combined revenue from the
three divisions in the six months to June 30,

2001 was US$526.2 million, of which over
86% was from mountain operations, 9%
from prairie operations and the remainder
from industrial minerals. Net profit for the
six-month period was US$44.1 million. At
June 30, 2001, the company held US$14.9
million in cash and had total debt of
US$109.4 million.

The mountain operations division con-
sists of three open pits, Fording River,
Greenhills and Coal Mountain, all of which
are located in the East Kootenay coalfields
of the Rocky Mountains in southeastern
British Columbia. The three pits all operate
using conventional truck-and-shovel and
dragline methods. Production from Fording
River in 2000 was 9.0 Mt of coal, the major-
ity of which was coking coal, although a
small amount of thermal coal was also pro-
duced. The relocation of a shovel and two
trucks to Fording River, plus the acquisi-
tion of four large-capacity trucks will
increase the operation’s output to 10 Mt/y
in 2002. Output from the 80%-owned
Greenhills operation in 2000 was 4.4 Mt
(100% basis) from the Cougar North and
Cougar South pits, which again included a
small quantity of thermal coal. Finally, pro-
duction from Coal Mountain in 2000 was
2.3 Mt, with a larger percentage of the coal
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produced being thermal coal. Total sales for
the coking-coal division in 2000 were 15.1
Mt of coal, with the majority of the sales
made to Europe (36%) and Japan (32%).

Fording’s prairie operations produced 5.5
Mt of coal in 2000, from the Genesee and
Whitewood open-pit operations in Alberta.
Coal from Genesee is delivered under con-
tract to EPCOR’s Genesee power plant, and
Whitewood coal is delivered to TransAlta’s
Wabamun power plant. Both mines operate
using conventional dragline mining meth-
ods, and are designed to operate on a contin-
uous basis. Fording also has a ten-year con-
tract with Syncrude to remove overburden
from Mildred Lake, also in Alberta, which
was due to cease in the September 2001
quarter. Furthermore, 3.7 Mt of thermal
coal and 3.3 Mt of potash were mined by
third parties on Fording properties during
2000, with royalties from this mining con-
tributing 2% to Fording’s annual revenue
for that year.

The industrial minerals division compris-
es wollastonite production from Fording’s
Willsboro operation in New York and the
Minera operations located near Hermosillo
in Sonora State, Mexico. Total production
for 2000 was 107,200 t. In addition tripoli is
produced from one open-pit operation in
Missouri, which produced 14,300 t during
2000. Used in buffing and polishing applica-
tions, a range of tripoli-based products are
marketed to the construction and manufac-
turing industries.

Fording’s total coal reserve at June 30,
2001 stood at 1,200 Mt, and the total
resource was 11,800 Mt. The reserve at
Fording River is 218 Mt, and it has a
resource of 3,200 Mt. Greenhills has a
reserve and a resource of 114 Mt and 980 Mt
respectively, with the reserve at Coal
Mountain a much smaller 35 Mt, and the
resource 108 Mt. This gives a combined
bituminous (which can be either coking coal
or thermal coal) reserve for the company of
367 Mt, and a total resource of 4,800 Mt
(including 531 Mt listed under ‘other’,
which includes non-operational properties).
Thermal coal reserves (sub-bituminous
coal) are much higher, at 850 Mt, although
716 Mt is in the ‘other’ category, and 134
Mt relates to Genesee. The thermal
resource totals 7,000 Mt, all contained
under ‘other’. Lignite coal reserves (lower-
quality thermal coal) total 3 Mt and
resources 29 Mt.

Total industrial mineral reserves stand at
111 Mt of wollastonite, 257 Mt of potash
and 2 Mt of tripoli. An additional 1 Mt of
wollastonite and 3,800 Mt of potash are
shown as resources.

Shares in Fording, along with shares in
the four other newly-independent compa-
nies, began trading on the Toronto and New
York Stock Exchanges this Wednesday
{October 3), following the delisting of
Canadian Pacific’s shares the previous day.
The first day’s trading closed at
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