


Production, Sales, and Operating Data FOR THE YEAR ENDED DECEMBER 31,

In thousands, except average net realized sales price and per share amounts. Results for 2008 are pro forma combined as adjusted.

2010 2009 2008

Production (short tons)
Potash 727 504 836
Langbeinite 159 192 197
Sales Volumes (short tons)
Potash 810 440 724
Trio® 204 149 207
Average Net Realized Sales Price* ($ per short ton)
Potash 363 541 486
Trio® 174 286 192

Operating Income $ 75,334 92,417 $ 197,501
Net Income $ 45,285 55,342 $ 124,139
Cash Flows from Operating Activities $ 123,294 81,064 $ 157,982
Diluted Weighted Average Shares Outstanding 75,154 75,042 75,043
Diluted Earnings Per Share $  0.60 $ 074 $ 1.65

* Average net realized sales price is calculated as gross sales less freight costs, divided by the number of tons sold in the period.

Balance Sheet Data AS OF DECEMBER 31,
In thousands

2010 2009
Cash, Cash Equivalents, and Investments $ 142,988 $ 107,136
Total Current Assets $ 208,822 $ 204,339
Total Assets $ 828,884 $ 768,990
Total Current Liabilities $ 45405 $ 35932
Total Debt $ — $ —

Total Stockholders’ Equity $ 757,841 $ 709,222
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FELLOW STOCKHOLDERS

As we reflect on 2010, it was a year marked by a
significant rebound in the potash market domestically as
well as abroad, and a year where Intrepid continued to
move forward on its core strategy of increasing the relia-
bility, efficiency and productivity of our operations, all
while lowering per ton operating costs. We continued to
enjoy strength and stability in our balance sheet, which
has allowed us to move through the past eighteen months
of market uncertainty with a steady hand and to continue
to progress with our development projects.

During 2010, we returned to full staffing at our
Carlsbad facilities and approved capital investment on a
number of large capital projects including the Langbeinite
Recovery Improvement Project. At the same time, we
began to realize the benefits of the capital dollars we have
invested over the last several years in the form of lower
per ton costs through higher production rates. We con-
tinue to invest in our personnel and the markets we serve
as we have taken steps to expand our sales and marketing
organization through the addition of two agronomists
in order to broaden the reach of our nutrient education
initiatives with farmers and distributors.

Turning to the agricultural market in the United States,
we saw a rebound in domestic potash demand during
2010. As the summer 2010 growing season progressed,
we saw a number of factors come into play. Specifically,
declining yield forecasts and increasing domestic and
world demand for coarse grains brought about a bullish
sentiment in the agricultural sector and in the fertilizer
markets. Strong agricultural commodity prices have per-
sisted into the beginning of 2011, with estimated global
ending stock-to-use ratios for corn at levels not seen in
37 years and at levels not seen since the mid 1960s in the
United States for soybeans.

The economic health of the U.S. farmer appears very
strong by historical standards. Farmers are well positioned
to earn record margins on their crops and are poised to

profit from the current positive trend in commodity price
movements. The strong current agricultural markets
continue to drive farmers to seek to maximize yields and
profitability through balanced fertilization.

Through the capital investments we have made in our
operations since the formation of the company, Intrepid
is well positioned to address the robust domestic potas-
sium nutrient market. We are proud to be supplying a
growing America with an essential crop nutrient produced
in the United States. Looking forward, we aim to expand
our domestic potash production through the execution
of the organic growth capital projects that our long-lived
reserves afford us.

We believe that, while 2010 was a very good year
for Intrepid, 2011 and beyond present an even greater
opportunity for Intrepid to grow our production, increase
our recoveries, lower our per ton costs, and strategically
market our product, which all are designed to maximize
our margins. Our stockholders are and will remain the
beneficiaries of this strategy, and we look forward to con-
tinuing to deliver solid long-term results.

Sincerely,

Robert P. Jornayvaz 111
Executive Chairman of the Board
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Hugh E. Harvey, Jr.
Executive Vice Chairman of the Board



STOCKHOLDERS, EMPLOYEES
AND CUSTOMERS

The execution of our business strategy is what defines
us as a company. Through the hard work of our dedicated
employees, the support of our Board, the relationships
with our customers, and the confidence of our stockhold-
ers, we are able to deliver value from our business.

During 2010, in response to the increased demand
for our products throughout the year, we resumed full
production at our facilities which resulted in reduced per
ton costs. We methodically hired, trained, and integrated
individuals into Intrepid in order to return to full staffing
in the mines and plants at our Carlsbad operations. The
efficiencies that come from a consistent operating level at
our plants are evident and when combined with our net
realized sales price per ton advantage over our North
American competitors and our strategic approach to mar-
keting potash and Trio® resulted in the delivery of higher
margins to our company during 2010.

A culture of intentional and thoughtful decision-
making is supported within our corporate and operational
structure and challenges us to continuously improve all
aspects of our business. Every day we count on the integrity
and soundness of the decision-making at all levels within
the organization. These decisions are geared towards
controlling operating costs, maximizing production,
maximizing sales prices, prudently deploying capital and
being thoughtful of the interests of our stakeholders.

Capital investment will remain a core focus for
Intrepid for the foreseeable future given the breadth of
projects we have already identified among our current
operational assets and with the relatively high rates of
return we believe we can achieve by executing on these
projects. The significant investment in our capital projects
builds the solid foundation necessary to ensure that
Intrepid will maintain a reliable supply base to service our
agricultural, industrial and feed customers and supply a
growing America. Over the last ten years, we have invested
approximately $360 million dollars into our facilities, all
with the continuing goal of increasing recoveries, increas-
ing productivity and lowering our per ton costs. Applying
this principled approach across our capital investment
program is part of Intrepid’s strategy for success.

In 2010, we embarked on a number of ambitious
capital projects, including the Langbeinite Recovery
Improvement Project, the Moab Compaction Project,
the addition of new mine operating panels at both our
East and West mines and continued progress on our
multi-year effort to upgrade to a distributed control
system throughout our mining operations.

The Langbeinite Recovery Improvement Project,
with an estimated total capital investment of $85—$90
million that was approved in 2010, will enable Intrepid to
increase the recovery of Trio® from the ore as well as to
build capacity to granulate all of our Trio® production. The
increased recovery will improve the operating efficiency
of our Carlsbad East facility by reducing our per ton

operating costs and the granulation enhancement will
add marketing flexibility to our business.

Another example of enhanced flexibility is the suc-
cessful completion of the new compactor at our Moab
facility, which was placed in service at the end of 2010.
This project came in on time and under budget. This
compactor will help us serve the growing demand for
granular product in the United States core agricultural
markets, as we now have compaction capacity in excess of
our current productive capacity at Moab.

We also made continued positive progress on devel-
oping the HB Solar Solution Mine in 2010. This exciting
project, which will enable a technology transfer of our
solution mining expertise developed in Moab, to an idled
potash mine in Carlsbad with approximately 28 years of
reserves, is key to increasing our total production and
driving down per ton costs. We anticipate that the BLM
will complete its review and we will receive a Record of
Decision on the project during the first quarter of 2012.

Looking forward into 2011, we will continue our
focus on the completion of the Langbeinite Recovery
Improvement Project and increasing our granulation
capacity at our operating facilities. The improved compac-
tion capacity will afford us additional marketing flexibility
and will allow us to bring more product to the market in
the form that customers are currently demanding.

The ability to create value from our business requires
the dedication, skill and passion of our entire organization.
At the end of the day, our people make our operations
and projects successful. We are keenly focused on executing
on our major capital projects while keeping a watchful
eye on additional opportunities to invest in the business
to achieve our goals of increased recovery, increased pro-
ductivity, lower per ton costs, and strategic marketing to
drive the maximization of margins.

Sincerely,

David W. Honeyfield
President and Chief Financial Officer



STRATEGY FOR SUCCESS

Since Intrepid’s inception, our focus has been to

increase the reliability of the facilities, increase recoveries

and increase productivity, all to lower our per ton costs.

When combined with the strategic marketing approach

we take to selling our products, we have the foundation

to maximize our margin opportunity. The cash flows

generated from our operations drive the
funding for investments into the business
for the numerous and meaningful proj-
ects that are designed to generate strong
returns on the invested capital.

Our capital investment decisions are
underpinned by a long-term approach
to investing which is enabled by our
long-life reserves which are measured in
decades. Developing the long-term assets
to accelerate production and to bring on

CURRENT MINIMUM
DATE MINE EXTRACTION REMAINING

PRODUCT/OPERATIONS OPENED METHOD LIFE (YEARS)
Muriate of Potash
Solar

Moab 1965 Solution 125

Wendover 1932 Shallow Brine 30

HB Solar Solution Mine N/A Solution 28
Conventional

Carlsbad West 1931 Underground 158

Carlsbad East 1965 Underground 58
Sulfate of Potash Magnesia (Langbeinite)

Carlsbad East 1965 Underground 65

incrementally lower cost production all serve to improve

Intrepid’s competitiveness and to drive the realization of

value from our assets. Additionally, having more flexibil-

ity in our operations with the planned increases in our

granulation capacity, which began in 2010, is a core

element of our margin-driven strategy.



INVESTMENTS IN THE OPERATIONS

Capital investment is a key component of our strategy
to create long-term value at Intrepid. Since Intrepid’s
inception, we have invested approximately $360 million
into the business. We are focused on improving the
performance of our assets through specific value-added
projects at each of our facilities.

East Mine, Carlsbad, New Mexico

The East mine, where we produce both potash and
langbeinite from a mixed ore body, has seen numerous
upgrades and improvements since Intrepid’s purchase of
the facility in 2004. Most recently, during 2010, we moved
forward our Langbeinite Recovery Improvement Project
(“LRIP”). The world’s only commercial langbeinite deposit
is located near Carlsbad, New Mexico. Langbeinite is a
mineral containing potassium, magnesium and sulfur

which we market as a fertilizer under the name Trio®

After acquiring the East operations, Intrepid set out
to begin recovering a portion of the valuable langbeinite
from the ore that the previous owner had simply been
sending to tails. In 2005, Intrepid made the initial invest-
ment to recover langbeinite from the East Mine, which
was effectively a pilot project to enter the langbeinite
market. Growing our langbeinite recovery capacity
presents a real market opportunity for Intrepid as market

demand for Trio® has consistently been in excess of our
productive capacity. This project will allow Intrepid to
increase the value of our 50 plus year langbeinite reserve
base. We have commenced construction of the recovery
enhancement segment of the project known as a dense
media separation plant, having secured the necessary
operating permit from the State of New Mexico, and we
are driving forward with the permitting for the granula-
tion portion of the project.

A few of the expected benefits of the Langbeinite
Recovery Improvement Project are:

e The dense media separation plant and production
facility within LRIP is designed to increase langbeinite
recoveries to approximately 50 percent for the same
general operating costs as we expend today, thereby
reducing cash costs per ton.

e The enhanced processing methodology is designed
to reduce our process water consumption and will
allow the East facility to operate more optimally
through seasonal weather anomalies.

e The granulation portion of LRIP will allow us to
increase our granulation capacity to 100 percent of
the standard production. Having this flexibility and
new capacity will provide for more opportunities
to participate in the premium value markets for
granular Trio®.

e LRIP has been designed so that we can further



expand production in the future through the addition
of a flotation plant to further increase recoveries of
langbeinite in the ore as the market develops and the
demand for granular Trio® grows.

In addition to the LRIP, other notable capital invest-
ments at the East facility include:

e The construction and replacement of our product
storage facilities. The construction of these warehouse
facilities was largely completed in 2010 and final
commissioning occurred in the first quarter of 2011.

e Commissioning of a new wash thickener to improve
recoveries occurred in early 2010. The new wash
thickener provides additional capacity and is designed
to improve recoveries by refining the ore that is
processed through the mill.

e We installed an additional mine panel into our East
Mine during 2010, bringing the number of mine
panels to eight, and expect to add a ninth panel in
2011, allowing us to further increase the volume of
tons mined from the reserve.

West Mine, Carlsbad, New Mexico

Since the acquisition of the West mine in 2004, we
have been focused on productivity enhancements to
improve the overall operating efficiency of our largest
producing asset. These enhancements have included the
upgrade of the skips and hoist to allow increased hoisting
capacity of ore plus the addition of our underground
stacker /reclaim system which improves efficiency by

essentially decoupling the surface mill from the under-

ground mining operations through the utilization of

an automated underground storage system. Through
successful execution of these capital projects, hoisting
rates at the West mine are forecast to increase by over 20
percent in 2011. This provides us the ability to maintain
a more constant productivity level even as we go through
a more intense and important development phase at our
West Mine.

Notable other recent capital investment projects at
the West facility include:

e The addition of distributed control systems in the
underground mining operations to increase mining
efficiency and improve the ability to measure the
productivity of the operations.

e Commissioning of our coarse tailings recovery
circuit to further capture valuable potash from the
production circuit.

e Similar to the East Mine, we added an eighth under-
ground operating mine panel to the West Mine and
will be adding another panel and miner in 2011.

Moab Facility, Moab, Utah

Our Moab, Utah facility is our most efficient oper-
ation at Intrepid. While we have been successful in past
years increasing productivity from the existing mine
assets, in 2010 we focused our efforts on increasing the
compaction capacity at this facility. The successful com-
pletion of the construction of the Moab compactor in
2010 now gives us the ability to granulate in excess of
100 percent of our annual production from the facility
and thereby provides flexibility in our production mix to
meet market demand and to handle future growth in the
productive capacity at the Moab facility. Some of the
other benefits of the compactor project include improved
compaction efficiency and reduced re-handling of product,
both of which result in greater product recoveries. In
2010, we also successfully added a new brine heater that
will assist in the preferential dissolution of potash in
the solution mining caverns and, in turn, is designed to
allow for a higher concentration of brine to be extracted
from the mine and placed into the Moab facility’s solar
evaporation ponds. Moving forward, we plan to develop
an additional horizontal cavern network to boost pro-
ductive capacity at this facility.



ADDITIONAL SIGNIFICANT
GROWTH PROJECTS

Intrepid is in a unique position in that we have a
number of opportunity projects within our current asset
base in which to invest our cash flows in projects that
bring on productive capacity at incrementally lower per
unit costs. In prioritizing the investment of capital into
our operations, we evaluate not only the overall returns
but also the qualitative factors such as market needs,
flexibility and operating reliability.

Given our sizable reserve base, we will continue to
make significant investments in capital projects, which
will increase our production, increase our marketing
flexibility and lower our overall unit cost structure.

Carlsbad and Wendover Compaction Projects

Increasing our marketing flexibility will continue to
be a key focus. During 2011, we will work on two addi-
tional compaction projects at our Wendover facility and
at our Carlsbad, North granulation facility. We expect the
benefit of the Wendover compaction project to become
available as we enter 2012, and the North compaction
project is expected to be completed in 2013 in order to
be available for the anticipated production from our HB
Solar Solution Mine, as well as increased production from
our West operations. At Wendover, we will also begin
construction in 2011 of'a new product storage facility to
house the additional granular sized product we intend to
produce. The combination of more granular production
capacity and additional warehousing is designed to allow
us to increase our overall operating rates from this facility.

HB Solar Solution Mine

Intrepid is currently in the process of reopening the
HB mine in Carlsbad, New Mexico as a solution mine to
expand our potash production base utilizing low-cost
solar evaporation. The HB Solar Solution Mine project is
estimated to require approximately $120 to $130 million
of total capital investment and presents an opportunity
for Intrepid to bring online an idled potash asset using
the same proven solar solution mining technology we
utilize at our Moab, Utah facility. The HB Solar Solution
Mine is designed to allow us to incrementally produce
between 150,000 to 200,000 tons of potash per year,
with expected cash operating costs below $100 per ton,
making the margin opportunity associated with this
project very significant.

We are well into the Environmental Impact Statement
(“EIS”) process with the United States Bureau of Land
Management (“BLM”) and we anticipate completing the

in the first quarter of 2012. As of the time of the publication
of this document, the BLM is completing preparation of
the draft EIS. In July 2010, we received the ground
water discharge permit for the mine from the New
Mexico Environment Department, an important milestone

in the overall project permitting process. We anticipate
commencing construction of the evaporation ponds, the
drilling and completion of the injection and extraction
wells promptly after the receipt of the necessary regulatory
approvals. We estimate that first production from the HB
Solar Solution Mine will result approximately 18 months
after construction begins with ramp up to full production
expected in the succeeding year, reflecting the benefit
of a complete annual evaporation cycle applied to full
evaporation ponds.

FUTURE RESERVE DEVELOPMENT
OPPORTUNITIES

While our current slate of projects, including the
Langbeinite Recovery Improvement Project, the Carlsbad
and Wendover Compaction Projects, and the HB Solar
Solution Mine, will keep our capital investment dollars
fully invested over the next few years, we also have addi-
tional opportunities to develop deposits of potash in New
Mexico. These opportunities include the possible reopen-
ing of the North mine, which was operated as a traditional
underground mine until the early 1980s, as well as the
acceleration of production from our current reserves and
deposits of potash through new access points and the
potential construction of additional production facilities.














