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Management's Discussion and Analysis

This Management's Discussion and Analysis (MD&A”) of the fi-
nancial position and interim results of operations of Enerchem
Intemational Inc. for the period ended Septembér 30, 2004
should be read in conjunction with the audited financial state-
ments and notes thereto, President’s Message and MD&A for the
year ended December 31, 2003, and with the interim financial
statements for the first quarter ended March 31, 2004 and sec-
ond quarter ended June 30, 2004. This MD&A was prepared
November 5, 2004.

Additional information relating to the compan%, including the
company’s Annual Information Form, is available on the Sys-
tem for Electronic Document Analysis and Retrieval (SEDAR] at
www.sedar.com.

Enerchem Intermational Inc. is an oilfield services company that
provides specialty chemical and hydrocarbon fluid solutions to
resolve oilfield processing and production problems. The com-
pany manufactures its proprietary specialty chemical products
through its facilities located in Nisku, Albérta. The company’s
ProPnetary hydrocarbon products are manufactured through’its
acilities located in slave Lake and sundre, Alberta. The compa-
ny’s products are marketed and distributed through its network of
sales and service representatives. During the third quarter 2004,
the company's services were diversified with the establishment
of its energy marketing services group. This diversification was

recipitated to maximize value received by the company for
its hydrocarbon by-?roducts, mitigate the company’s exposure
to the seasonality of its operations and to provide energy mar-
keting manaﬁement and expertise. As a result, the company’s
activifies are divided into two distinct business segments: Oilfield
services which represents the manufacture and sale of specialty
chemicals and hydrocarbon products, and Energy Marketin%
which represents the purchasing, gathering and marketing o
crude oil for resale to refiners and other customers.

Results of operations -
three months ended September 30, 2004

consolidated revenues for the three months ended september
30, 2004 increased by 10,628,000 to $22,562,000 an increase
of 89% over revenues of $11,934,000 for the comparable pe-
riod last year. The overall increase in revenues can be Iarﬁel
attributedy to the company’s Energy Marketing segment whic!

enerated 399 or $8,724,000 of consolidated revenues dur-
ing the third quarter. The oilfield Services segment generated
619 of consolidated revenues during the current quarter with a
$1,903,000 increase in revenues when compared to the same
period last year.  Oilfield Services revenues from fracturing and
drilling fluids were $8,196,000 for the current quarter compared
with $6,285,000 for the same period last year, representing a
30% increase. Oilfield services revenues from specialty chemi-
cals and solvent fluids were $5,641,000 for the current quarter
compared with $5,649,000 for third quarter of 2003. Wwhile
oilfield services revenues increased on a comparative quarter
basis, revenues were unfavourably affected by unseasonabl
wet conditions in western Canada which hampered oilpatc
activity levels.

consolidated gross profit as a percentage of revenues was 219
for the quarter ended September 30, 2004 compared with
329 for the same quarter in 2003. The reduction in gross profit
as a percentage of revenues can, in part, be attributed to the
effects of our Energy Marketing segment which can be largely
characterized as a large volume but low margin activity. Gross
Eroﬂt for the current quarter from Oilfield services decreased

Yy $92,000 to $3,723,000, or 27% of revenues from oilfield
services, compared with $3,815,000, or 32% of revenues from
oilfield services, for the comparative period in 2003. The de-

crease in gross profit margin for the Oilfield Services during the
current quarter reflects the impact of rising crude oil feed costs
which increased by 10% from the previous quarter of 2004
and increased by 399 when compared to the same period in
2003. While management has affected product price increases
to reflect their underlying values this ability has been sensitive to
competitive product pressures.

salaries and employee benefits increased by $42,000 during the
current quarter, to $1,728,000 from $1,685,000 for the same
period last year due to the effects of expensing stock based
compensation combined with an increase in corporate staff.
selling, general and administration (“SG&A”) costs for the third
quarter of 2004 increased by $42,000 to $1,612,000 repre-
senting a 3% increase from the comparative period total of
$1,570,000. The increase in SG&A expenditures during the cur-
rent quarter was largely due to increased activity levels. Depre-
ciation charges were $481,000 for the current quarter of 2004
compared o $495,000 for the same period last year.  The
decline in depreciation on a comparative quarter basis is at-
tributable to the normal reduction In the depreciable pool of
property, plant and equipment. Other income of $175,000 for
the current quarter largely reflects one-time revenues eamed
from the rental of the company’s sundre production facility and
other related services provided to a third party.

Net eamings from continuing operations for the three months
ended september 30, 2004 were $607,000, or $0.04 per share
fully diluted, compared to a net loss from continuing opera-
tions of $36,000, or $0.00 per common share diluted, for the
comparative quarter last year. Net eamings, recognizing discon-
tinued operations, were $607,000 for the current quarter com-
pared with a net loss of $17,000 for the third quarter of 2003.

Results of operations -
nine months ended september 30, 2004

consolidated revenues for the nine months ended septem-
ber 30, 2004 increased by $13,334,000 to $50,157,000 an
increase of 369 over revenues of $36,823,000 for the com-
parable nine month period last year. The Oilfield services seg-
ment generated 83% of consolidated revenues for the first nine
months of 2004 which increased by 139 to $4 1,432,000 from
$36,823,000 for comparative period last year. Oilfield services
revenues from fracturing and drilling fluids were $23,685,000
for the current nine months  compared with $18,562,000 for
the same period last year, representing a 28% increase. Oil-
field services revenues from specialty chemicals and solvent
fluids were $17,747,000 for the current period compared with
$18,261,000 for the first nine months of 2003.

consolidated gross profit as a percentage of revenues was 299
for the nine months ended September 30, 2004 compared
with 319 for the same period in 2003. The reduction in gross
profit as a percentage of revenues can be attributed to the
impact of the lower margin activities generated by our Energy
Marketing segment.  As an offset, gross profit as percenta%e
of revenues from oOilfield services improved to 32% for the
nine month period ended september 30, 2004 compared with
319% for the same period last year. The overall improvement
in the gross profit margin for the Oilfield Services segment can
be attributed to the favourable effects of J)ricing arrangements
for the company’s supply of crude oil feedstocks and increased
pricing leverage.

Salaries and employee benefits increased by $131,000 dur-
ing the current period, to $5,299,000 from $5,169,000 for the
same period last year due to the effects of increased activi%
levels, expensing of stock based compensation combined wit
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Management's Discussion and Analysis (continued)

an increase in corporate staff. SG&A costs for the first nine
months of 2004 increased by $183,000 to $5,049,000 from
$4,866,000 for the same period in 2003. The increase in SG&A
expenditures can be largely attributed to plant maintenance ex-
penditures precipitated by the overall increase in activity levels.
Depreciation charges were $1,395,000 for the first nine months
of 2004 compared to $1,469,000 for the same period last year.
The decline in depreciation on a comparative period basis is
attributable to the normal reduction in the depreciable pool of
property, plant and equipment. Other income of $4 10,000 for
the first nine months of 2004 largely reflects one-time revenues
eamned from the rental of the company’s Sundre production
facility and net foreign currency translation gains resulting from
the company’s activities denominated in US. dollars.

Net eamings from continuing operations for the nine months
ended september 30, 2004 were $1,564,000, or $0.11 per
share fully diluted, compared to a net loss from continuin
operations of $352,000, or $(0.02) per common share diluted,
for the comparative nine months last year. Net eamings for the
Feriod recognizing discontinued opérations, were $1,564,000
or the first nine months of 2004 compared with a net loss of
$421,000 for the same period last year.

Liquidity and Capital Resources

Net cash from continuing operations for the third quarter of
2004 was $1,669,000, a $230,000 increase from $1,439,000 for
the same period last year. For the nine months ended Septem-
ber 30, 2004 net cash provided by continuing operations was
$741,000, a $958,000 decrease from $1,699,000 for the same
period last year. The comEan s current ratio (defined as current
assets divided by current liabilities) was 1.80 to 1 at september
30, 2004 compared to 1.54 to 1 at December 31, 2003. Bank
indebtedness, which represents the company’s use of its avail-
able operating line of credit in the amount of $15,000,000, was
$3,492,000 at September 30, 2004 compared to $3,489,000
at becember 31, 2003. The company’s debt to equity ra-
tio (defined as current liabilities plus long term debt divided
by shareholders’ equity) was 0.39 to 1 at September 30, 2004
compared to 041 to 1 at December 31, 2003.

The company’s eamings before interest, taxes, depreciation and
amortization “EBITDA’) for the three months ended september
30, 2004 increased to $1,517,000 from $582,000 for the com-
parative quarter of 2003. EBITDA for the nine months ended
September 30, 2004 increased to $4,141,000 from $1,297,000
for the same period in 2003.

puring the three months ended September 30, 2004 to-
tal investin? activities used $766,000 of cash compared with
$462,000 for the comparative quarter in 2003. For the nine
months ended September 30, 2004 total investing activities
used $1,149,000 of cash compared to $1,328,000 for the same
period in 2003. Cash used for investing activities has been
primarily directed to the eannsion of the company’s product
storage”capabilities. Net cash used in financing activities totaled
$591,000 for the third quarter of 2004 compared to net cash
used of $114,000 for the same period in 2003. For the nine
months ended September 30, 2004 net cash used in financing
activities totaled $324,000 compared to net cash provided by
ﬁnancinﬁ activities of $1,038,000 for the same period in 2003.
puring the third quarter of 2004 the company purchased land
and buildings comprising the obligation under capital leases for
$875,000 utilizing its available credit facilities to complete the
transaction.

Share capital

At September 30, 2004 the company had 14,428,318 com-
mon shares outstanding. In addition, as at September 30, 2004,
the company had reserved 1,351,000 common shares for is-
suance under outstanding stock options and up to 223,633
common shares for issuance pursuant to its Employee share
purchase Plan.

Change in accounting policies

Effective January 1, 2004, the company adopted the new Cana-
dian accounting standard with respect to stock based compen-
sation. The financial statements for 2003 have been restated to
reflect this change which resulted in a reduction of third quarter
eamings by $57,000 and nine month eamings by $163,000.
In addition, the adoption of this standard required the restate-
ment of the company’s opening retained eamings at January
1, 2004 in the amount of $163,300, and at January 1, 2003 in
the amount of $134,787, to reflect stock based” compensa-
tion costs associated with the company’s fiscal years 2003 and
2002. The adjustment to opening retained eamings has not
been audited.

Effective January 1, 2004, the company adopted the new
Canadian accounting standards with respect to Asset Retirement
obligations and Impairment of Long-Lived Assets.

Inventory costing

Effective July 1, 2004, the company adopted the relative sales
value method to allocate its feedstock costs to products and
by-products that are produced simultaneously in the same
processing operation. ~ Under this method joint product costs
are allocated based on each products percentage of the total
sales value of all products produced.  The adoption of this
method results in the same gross profit percentage for each
joint or common product produced. We have implemented
this change as a direct result of the change in business op-
erations precci})itated by our Energy Marketing segment which
has produced a significant change in our ability to market and
maximize the value received for by-products resulting from
the fractionation process. Under this new method revenues
from the sale of the company’s by-products are recorded as
revenue with the corresponding cost of by-products sold, as
determined under the relative sales value method, recorded as
a cost of sales. Prior to the adoption of this method, the net
realizable value of the by-products were applied as a reduction
of the main product processing costs.

outlook

while third quarter activity levels were affected by unseasonably
wet conditions, we anticipate strong levels of demand for our
services during the fourth quarter of 2004 and first quarter of
2005 as winter freeze up conditions facilitate an anticipated re-
cord level of oil patch activity. We continue to focus our efforts
on improving the company’s financial and operating results.

statements throughout this report that are not historical facts may be con-
sidered “forward looking statements.” such statements are based on cur-
rent expectations that involve risks and uncertainties which could cause
actual results to differ from those anticipated. important factors that can
cause anticipated outcomes to differ materially from actual outcomes
include the impact of general economic conditions, industry conditions,
competition from other industry patrticipants, volatility of petroleum prices,
the ability to attract and retain qualified personnel, changes in laws or
regulations, currency fluctuations, continued ability to access capital from
available facilities and environmental risks. References in this MDA to
“Enerchen’, the “company’, “us’, “we”, and “our” mean Enerchem In-
temational Inc.
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Consolidated Balance Sheet

As at September 30, 2004 December 31, 2003
(unaudited) (restated)
Assets $ $
Current assets
Cash 311,506 1,043,564
Accounts receivable 14,038,718 11,890,868
Inventories 8,500,879 6,316,410
Prepaid expenses and deposits 314,690 493,126
Current portion of promissory note 132,407 135,052
23,298,200 19,879,020
Property, plant and equipment 24,353,313 24,529,270
Goodwill 6,049,530 6,049,530
Other assets 1,421,021 1,372,707
Promissory note 231,717 337,630
55,353,781 52,168,157
Liabilities
Current liabilities
Bank indebtedness 3,491,735 3,488,605
Accounts payable and accrued liabilities 8,528,035 7,528,458
Income taxes payable - 137,222
Current portion of obligation under capital leases - 903,515
Current portion of long-term debt 908,655 846,565
12,928,425 12,904,365
Long term debt 2,145,597 1,972,766
Future income taxes 1,904,100 1,035,500
16,978,122 15,912,631
Contingent liabilities (note 5)
Shareholders’ equity
Share capital 27,623,152 27,067,314
Retained earnings 10,752,507 9,188,212
38,375,659 36,255,626
55,353,781 52,168,157
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Consolidated statement of Operations and Retained Earmnings (unaudied)

Three months ended September 30
2004 2003 (restated)

Nine months ended September 30

2004

2003 (restated)

$ $ $ $
Revenues 22,561,656 11,933,951 50,156,805 36,823,075
Cost of sales 17,885,750 8,119,032 35,878,421 25,586,712
Gross profit 4,675,906 3,814,919 14,278,384 11,236,363
Expenses
Salaries and employee benefits 1,727,597 1,685,120 5,299,486 5,168,930
Selling., general and administration 1,611,686 1,569,513 5,048,867 4,865,900
Depreciation 481,086 494,656 1,395,378 1,468,606
Amortization of pre-operating costs 21,717 21,717 65,153 65,153
Interest expense 72,075 87,786 247,146 305,729
3,914,161 3,858,792 12,056,030 11,874,318
Earnings (loss) from continuing
operations before other income (expense) 761,745 (43,873) 2,222,354 (637,955)
Other income (expense)
Other 175,409 16,039 410,168 62,375
Gain on disposal of property,
plant and equipment 5315 5311 75,717 32,793
Loss of settlement of legal claim - - (275,344) -
180,724 21,350 210,541 95,168
Earnings (loss) from continuing operations
before income taxes 942,469 (22,523) 2,432,895 (542,787)
Provision for (recovery of) income taxes 335,800 13,800 868,600 (191,100)
Net earnings (loss) from continuing operations 606,669 (36,323) 1,564,295 (351,687)
Net earnings (loss) from discontinued operations - 19,548 - (69,408)
Net earnings (loss) for the period 606,669 (16,775) 1,564,295 (421,095)
Retained earnings, beginning of period 10,145,838 9,309,816 9,351,512 9,848,923
Implementation of accounting standard
(note 2(b)) - - (163,300) (134,787)
Retained earnings, restated 10,145,838 9,309.816 9,188,212 9,714,136
Retained earnings, end of period 10,752,507 9,293,041 10,752,507 9,293,041
Basic earnings (loss) per share
Continuing operations 0.04 - 0.11 (0.02)
Discontinued operations - - - (001
0.04 - 0.11 (0.03)
Diluted earnings (loss) per share
Continuing operations 0.04 - 0.11 0.02)
Discontinued operations - - - (001
0.04 - 0.11 (0.03)
Weighted average shares outstanding (note 4)
Basic 14,405,331 14,271,059 14,371,347 14,222,229
Diluted 14,575,027 14,607,437 14,598,565 14,222,229
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Consolidated Statement of Cash Flows (unaudited)

Three months ended September 30  Nine months ended September 30

2004 2003 (restated) 2004 2003 (restated)
$ $ $ $
Operating activities
Net earnings (loss) from continuing operations 606,669 (36,323) 1,564,295 (351,687)
ltems not affecting cash
Depreciation and amortization 502,803 516,373 1,460,531 1,533,759
Stock based compensation 78,530 56,759 214,816 163,417
(Gain) on disposal of property,
plant and equipment (5,315) 6,311) (75,717) (32,793)
Future income taxes 335,800 - 868,600 -
1,518,487 531,498 4,032,525 1,312,696
Changes in non-cash components of working capital
Net change in trade and other accounts
receivable (5,534,587) (287.197)  (2,147,850)  (1,475,465)
Net change in inventories and prepaid expenses 1,480,284 (894,319)  (2,006,033) (7,356)
Net change in accounts payable and
accrued liabilities 4,270,901 2,075,743 999,577 1,115,088
Net change in income taxes payable (66,462) 13,098 (137,222) 754,438
150,136 907,325  (3,291,528) 386,705
Net cash provided by
continuing operations 1,668,623 1,438,823 740,997 1,699,401
Net (loss) earnings from discontinued operations = 19,548 = (69.,408)
[tems not affecting cash
Depreciation and amortization = 11,224 = 34,641
- 30,772 - (34,767)
Net change in hon-cash components of
working capital - 253,163 - 368,362
Net cash flows provided by discontinued
operations - 283,935 - 333,595
Net cash provided by operating
activities 1,668,623 1,722,758 740,997 2,032,996
Investing activities
Purchase of property,
plant and equipment (915,110) (691.894)  (1,449,275) (1,458,406)
Proceeds on disposal of property,
plant and equipment 87,271 129,383 305,571 250,846
Net increase (decrease) in other assets 61,496 - (4,909) (118,484)
Net cash used in investing activities,
continuing operations (766,343) (462,511) (1,148,613) (1,326,044)
Net cash (used in) provided by investing activities,
discontinued operations - 15 - (2,265)
Net cash used in investing activities (766,343) (462,496)  (1,148,613) (1,328,309
Financing activities
Issue of common shares 103,290 105,153 341,022 647,195
Net increase (decrease) in bank indebtedness (472,781) 1.026 3,130 (2,598,094)
Proceeds and (repayment) of long-term debt 657,838 (208,149) 234,921 3,024,023
Repayment of obligations under capital leases (879,121) 1,851 (903,515) (35,148)
Net cash (used in) provided by financing activities (590,774) (113,821) (324,442) 1,037,976
(Decrease) increase in cash 311,506 1,146,441 (732,058) 1,742,663
Cash - beginning of period - 851,274 1,043,564 255,052
Cash - end of period 311,506 1,997,715 311,506 1,997,715
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Notes to Interim Consolidated Financial Statements (unaudited)

1. Basis of Presentation and Accounting Policies

The accompanying unaudited interim Tinancial statements are prepared in accordance with dgenerally accepted accounting Frincip]es (“GAAP’) in Canada
with respect to the preparation of interim financial statements. Accordinglty, they do not inclu

GAAP in the preparation of annual statements. These financial statements fol

be read in conjunction with, the most recent audited annual consolidated financial statements dated December 31, 2003, except as described in note 2 and 3.

e all of the information and disclosures required by Canadian
low the same accounting policies and methods of computation as, and should

2. Change in accounting policies

3.1

a) Asset retirement obligations

Effective January 1, 2004, the company adopted the new Canadian accounting standard with respect (o asset retirement ob]igations, which includes
site restoration costs. The new standard requires that obligations associated with the retirement of tangible long-lived assets and associated retirement
costs be recognized in the period in which a reasonable estimate of fair value can be made. The company has determined that a liability exists re-
garding asset retirement, however, the date of final removal of the assets and the incurrence of the related retirement obligation is indeterminate. As
a consequence, the asset retirement obligation cannot be reasonably measured and the company has not recorded any amounts on the adoption
of this new standard.

b) stock based compensation

In October 2003 The Canadian Institute of Chartered Accountants (CICA”) amended the accounting standard related to stock based compensation
and other stock based payments. The amended section requires recognition of an estimate of the fair value of stock based awards in eamings, rather
than allowing note disclosure of pro forma income as if a fair value based method had been used. The company has retroactively adopted the
amended standard effective january 1, 2004 with restatement of the 2003 comparative figures in its future financial statements to be filed on SEDAR.

Durin% the nine months ended september 30, 2004, the company granted 160,000 options with an exercise price ranging from $3.40 to $3.70. The
fair value of the options granted during the nine months ended september 30, 2004 was estimated using the Black-scholes model with the followin:
assumptions: risk-free interest rate 3.7 to 4.0 per cent, expected life of five years, volatility of 53 percent and zero dividend yield. The company di
not issue stock options during the third quarter of 2004.

The impact of expensing stock options for the three months ended september 30, 2004 was $78,530 (three months ended September 30, 2003 - $56,759),
and totaled $214,81 6 forthe nine months ended september 30, 2004 (nine months ended september 30, 2003 - $163,417), with a corresponding increase
in contributed surplus. In addition, opening retained eamings have been restated at january 1, 2004 by $163,300 and atjanuary 1, 2003 by $134,787 toreflect
stockbased compensation costsassociated withthe companysfiscal years 2003 and 2002. The adjustmentto opening retained eamings hasnotbeen audited.

under the company’s Employee share Purchase Plan, employees electing to participate in the plan may contribute a minimum of two percent to a
maximum of five percent of monthly salaries. The employees’ contributions are matched equally by the company. common shares acquired under
the plan vest with the employee upon purchase and are distributed to the employees on an annual basis. The company’s contiibutions to the plan are
recorded as compensation costs in the month incurred and totaled $51,645 for the three months ended september 30, 2004 (three months ended sep-
tember 30, 2003 - $52,576) and totaled $157,836 for the nine months ended september 30, 2004 (nine months ended September 30, 2003 - $155,269).

c lmf#)airment of long-lived assets
Efie:

ctive January 1, 2004 the company has prospectively adopted the new CICA recommendations in respect of the impairment of long-lived assets. Along-
lived asset is an asset that does not meet the definition of a current asset. The new standard requires recognition of animpairmentloss when the carrying value
ofalong-livedassetis notrecoverable and exceedsits fairvalue. Underthe standard, animpairmentloss is measured as the amountby which the carrying value
ofthe long-lived assetexceedsits fairvalue. This new standardis notexpected to have any impact on our consolidated financial position orresults of operations.

nventory costing
Effective july 1, 2004, the company adopted the relative sales value method to allocate its feedstock costs to products and by-products that are pro-

duced simultaneously in the same processing operation. This change coincides with the establishment of the Energy Marketinl% segment as described in

note 7. Under this method joint product costs are allocated based on each product's percentage of the total sales value of a

products produced. The

adoption of this method results in the same gross profit percentage for each joint or common product produced. Under this method revenues from
the sale of the company’s by-products are recorded as revenue with the corresponding cost of by-products sold, as determined under the relative sales
value method, recorded as a cost of sales. Prior to the adoption of this method, the net realizable value of by-products were applied as a reduction of
the main product processing costs.

4. Per share amounts
The following table summarizes the common shares used in calculating net eamings per common share.

Three months ended September 30 Nine months ended September 30
2004 2003 2004 2003
Weighted average share calculation
- Basic
Common shares - opening 14,394,082 14,259,937 14,317,655 14,041,873
Weighted average common shares issued
during the period 11,249 11,122 53,692 180,356
14,405,331 14,271,059 14,371,347 14,222,229
- Diluted
Basic weighted average common
shares — opening 14,405,331 14,271,059 14,371,347 14,222,229
Dilutive effect of stock options and
equivalents 169,696 336,378 227,218 -
14,575,027 14,607.437 14,598,565 14,222,229
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Notes to Interim Consolidated Financial Statements (unaudited)

5. Contingent liabilities
In the normal course of business, the company is party to various claims and Iegﬁl proceedings. while the final outcome with respect to the claims and
legal proceedings pending, as at September 30, 2004, cannot be determined with certainty, it is the opinion of management that their resolution will not
have a material adverse effect on the company's financial position or results of operations.
6. Comparative figures
Certain comparative amounts of the prior year have been restated in the accompanying interim financial statements for consistent presentation with
current period amounts.
7. segmented information
puring the third quarter 2004, the company’s services were diversified with the establishment of its Energy Marketing Group. This diversification was pre-
cipitated to maximize value received by the company for its hydrocarbon by-products, mitigate the company’s exposure to the seasonality of its opera-
tions and to provide energy marketing management and expettise.  As a result, the company’s activities are divided into two distinct business segments:
oilfield services which represents the manufacture and sale of specialty chemicals and hydrocarbon products, and Energy Marketing which represents the
purchasing, gathering and marketing of crude oil for resale to refiners’and other customers.
Three months ended September 30, 2004 Oilfield Energy
Services Marketing Consolidated
$ $ $
Revenues 13,837,199 8,724,457 22,561,656
Cost of Sales 10,113,850 7,771,900 17,885,750
Gross Profit 3,723,349 952,557 4,675,906
Depreciation 481,086 - 481,086
Interest expense 72,075 - 72,075
Earnings from continuing operations (1) 48,793 893,676 942,469
Total assets 55,321,639 32,142 55,353,781
Capital expenditures 915,110 - 915,110
Goodwill 6,049,530 - 6,049,530
Nine months ended September 30, 2004 Oilfield Energy
Services Marketing Consolidated
$ $ $
Revenues 41,432,348 8,724,457 50,156,805
Cost of Sales 28,106,521 7,771,900 35,878,421
Gross Profit 13,325,827 952,557 14,278,384
Depreciation 1,395,378 - 1,395,378
Inferest expense 247,146 - 247,146
Earnings from continuing operations (1) 1,539,219 893,676 2,432,895
Total assets 55,321,639 32,142 55,353,781
Capital expenditures 1,449,275 - 1,449,275
Goodwill 6,049,530 - 6,049,530

(1) Earnings from continuing operations represent earnings before income taxes

Segmented information for continuing operations for the three months and nine months ended September 30, 2003 have not been prepared as
the company operated in one industry segment being Oilfield Services.

During 2003, the company sold 100% of its wholly-owned U.S. subsidiary company to a private company based in Midland, Texas. Summarized
revenues and operating activities of this discontinued business segment for the three months ended September 30, 2003 and nine months ended
September 30, 2003 are as follows:

Three months ended September 30, 2003 Nine months ended September 30, 2003

$ $

Revenues 345,581 1,003,879
Infer-segment revenues 276,493 996,554
622,074 2,000,433

Depreciation and amortization 11,224 34,641
Interest expense 757 1,929

Net earnings for the period from discontinued operations,

before consolidation adjustments 21,354 45,953
Consolidation adjustments (1,806) (115,361
Net earnings (loss) for the period from discontinued operations 19,548 (69.408)
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1406 - 8 Street

Nisku, Aloerta CANADA T9E 7M1
T: 780.955.3388

F: 780.955.2064

e-mail: chemicals@enerchem.com

Hydrocarbon Fluids Group

Suite 450, 630 - 6 Avenue SW.
Calgary, Alberta CANADA T2P 0S8
T: 403.269.1500

F: 403.269.1559

e-mail: fluids@enerchem.com

BOARD OF DIRECTORS
Larry B. Phillips
Chairman of the Board
Director

Douglas F. Robinson
President and Chief Executive Officer
Director (3)

Kenneth A. Klein
Director (1), (2)

Fred Pheasey
Director (1), (2)

Hugh L. Planche
Director (2)

David F. Potter
Director (1), (2)

OFFICERS
Douglas F. Robinson
President and Chief Executive Officer (3)

Brian M. Zubach, CMA
Chief Financial Officer

J. Barrie Brookman
Vice President, Corporate Development

Member of:

(1) Audit Committee

(2) Compensation Committee
(3) Environmental Committee

Enerchem International Inc. is a manufacturer and
distributor of specialty chemicals and hydrocarbon
fluid products to thé oil and gas industry and a
provider of energy marketing services.

Our mission is to enhance customer and shareholder
value through the marketing of specialty chemicals
and hydrocarbon fluids to the oil and gas industry in
a safe”and environmentally consious manner.

SHAREHOLDER INFORMATION

Shareholders may obtain copies of annual and
quarterly reports, news releases, product
information and other company information by
contacting:

Investor Relations

Enerchem International Inc.

1406 - 8 Street

Nisku, Alberta CANADA T9E 7M1
T: 780.955.3388

F: 780.955.2064

e-mail: investors@enerchem.com
website: www.enerchem.com

REGISTRAR AND TRANSFER AGENT
CIBC Mellon Trust Company

320 Bay Street

Toronto, Ontario CANADA MS5H 4A6
T: 800.387.0825

www.cibcmellon.com

HSBC Bank Canada
Edmonton, Alberta

AUDITORS
PricewaterhouseCoopers LLP
Edmonton, Alberta

LEGAL COUNSEL
Chamberlain Hutchison
Edmonton, Alberta

STOCK EXCHANGE LISTING
Toronto Stock Exchange: trading symbol “ECH”
United States - Over the Counter 12g-3-2(b)
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