CITY OF GRAND RAPIDS

g Meeting Agenda Full Detail

GRAND RAPIDS
City Council Work Session

15 I8 MINGNESCITAS MATLIRE

Monday, May 13, 2019 4:00 PM Itasca County Boardroom

MEETING LOCATION CHANGE

CALL TO ORDER: Pursuant to due notice and call thereof a Special
Meeting/Worksession of the Grand Rapids City Council will be held on
Monday, May 13, 2019 at 4:00 PM in the Itasca County Boardroom, County
Courthouse, 123 NE 4th Street, Grand Rapids, Minnesota.

CALL OF ROLL: On a call of roll, the following members were present:

Discussion Items

1. 19-0220 Visit Grand Rapids Annual Update - Megan Christianson
2. 19-0239 Advocates for Family Peace - Mandie Aalto
3. 19-0281 Discuss letter of support for Mesabi Metallics - Ben DeNucci

Attachments:  Gov Walz MM Letter 04-26-2019. pdf

4. 14-0789 Review 5:00 PM Regular Meeting

ADJOURN
Attest: Kimberly Gibeau, City Clerk
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ITASCA COUNTY

Courthouse
Administrative Services
123 NE 4" Street
Grand Rapids, MN 55744-2600
Office (218) 327-7363 Fax (218) 327-2848

April 26, 2019

Office of Governor Tim Walz

130 State Capitol

75 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

Dear Governor Walz,

As the elected officials representing the 45,000 residents of Itasca County, we are writing
to urge your active leadership in maintaining the viability of the fully permitted iron mining
— D.R.I./H.B.I. — steel making project currently known as the Mesabi Metallics Nashwauk
Project. This project is the largest of its kind in North America. At approximately $1 billion
already invested, it is certainly one of the largest (perhaps the largest) economic
development projects in the history of our state.

The livelihood and vibrancy of our communities here on the Iron Range and in
northeastern Minnesota are driven by a natural resource-based economy. Once
completed, this project will be an enormous economic engine for our region and the state.
Once operational, this project will be an infusion of $350 million annually into our regional
economy, create 350 high paying jobs and an additional 400 to 600 spin off jobs. An
estimated $180 million in new tax revenues for our local units of government will be
generated long with millions in new mining royalties for the State of Minnesota going
towards the benefit of educating students throughout the state.

While there has been significant discussion and media coverage regarding the State
mineral leases for the project site, the central focus needs to be on the critical importance
of preserving and maintaining all the permits already in place for the project. This is a fully
permitted mining project, without the permits there is no project. Many people toiled on
significant development work in the early phases of this project to obtain all the necessary
permits from government regulatory agencies. The permitting process was a long process
that took many years, culminating in all the necessary permits being issued to the entity
known as Essar Steel Minnesota, LLC.

That same entity is now Mesabi Metallics Company, LLC and as such Mesabi Metallics
Company, LLC now owns and holds all the permits for this project to be able to go forward.
If Mesabi Metallics is essentially forced to dissolve, goes out of business, or just goes
away, so do the permits. The permits will be lost, and the project will be dead. Even if
another company eventually acquires or owns certain physical assets at the project site
(real estate, mineral rights, or owns the partially constructed buildings), it would take that



Governor Walz
April 26, 2019
Page 2 of 4

company many years to apply for and re-acquire all the necessary regulatory permits to
do anything with the project site. With the length and difficulty of the current permitting
process in the State of Minnesota, it's likely that this project would never be fully re-
permitted, and the project would be dead.

Therefore, to preserve all the existing permits for this project and save this project, there
are two options:

Option 1: An established mining company or companies in partnership actually acquires
ownership of the entity now known as Mesabi Metallics Company, LLC. By acquiring
Mesabi Metallics, the acquirer also will be acquiring ownership and control of all the
necessary permits already in place to complete construction of the project and commence
operations.

Option 2: Mesabi Metallics Company, LLC and whoever its investors may be are allowed
to go forward with completing the project.

Clearly, we prefer Option 1. We are urging you to please take a strong and active
leadership role in trying to broker a deal for one of the more established mining companies
in the region or a partnership of those companies to acquire a controlling ownership
interest in Mesabi Metallics Company, LLC.

However, with either of these options, we must address the issue of how your
administration is currently dealing with the fact that Essar Global is now involved again
with the project, having recently purchased approximately $240 million of Mesabi
Metallics debt. On this issue, we urge you to take a more open flexible approach in
communicating and dealing with Essar Global. Please consider some historical
perspective here and also look at this from a business and investor perspective.

After Butler Taconite closed in 1984 and all the taconite processing facilities at the
Nashwauk site were dismantled, the site was completely abandoned for 25 years. This
site has what has long been considered the best, richest ore body in North America. Yet
for 25 years, no other established mining company made any effort nor showed any real
interest in acquiring and re-developing this site.

In approximately 2008, Essar Global arrived on the scene and through its financiers
invested large amounts of capital in developing the project site, acquiring all of the
necessary environmental and regulatory permits (as described above), acquiring all of
the necessary real estate (20,000 acres of land), to create one contiguous and
comprehensive project site, and acquiring all of the mineral rights that were needed in
order to have a viable mining operation at this site.

Essar Global and its financiers then actually commenced construction activities. While
there were many starts, stops, re-starts, and stumbles along the way, including Essar
Steel Minnesota’s bankruptcy proceedings, Essar Global and its financiers advanced the
project to where development and construction are 50% to 60% complete. Essar Global
and its financiers invested approximately $1 billion in the ground just outside of
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Nashwauk, Minnesota. This is quite possibly the largest private investment in an
economic development project in the entire history of our State.

We do not bring up this history for the purpose of extolling the virtues of Essar Global or
expressing any support for Essar Global. Far, far from it. We all agree that Essar Global
has long since overstayed its welcome in northeastern Minnesota. We do not want Essar
Global to hold a controlling ownership interest in this project or to be involved in the
management/control of this project or the eventual operations of the company.

Rather, we bring up this history because we feel that through everything that has
happened during the roller coaster ride of this project, some perspective has been lost on
why Essar Global remains so steadfast in wanting to have or retain a stake in this project.
Look at it from the perspective of an investor and business venture. Essar Global is trying
to stay involved here because they are just trying to re-coup some sort of return on their
significant project investment. While Essar Steel Minnesota, LLC was able to retire a
significant amount of its debt through the chapter 11 bankruptcy process, Essar Global is
still on the hook to pay a significant amount of debt from the project. This is because in a
number of instances Essar Global had provided parent guarantees that it would pay those
obligations if Essar Steel Minnesota, LLC was unable to.

The reality is that Essar Global bought back into this and intends to hold a seat at the
table until such time that it sees some path forward or opportunity to recoup some of its
losses here. You are going to have to deal directly with Essar Global if there is any hope
of brokering a deal under Option 1 that will allow this project to move forward to
completion. We cannot just bury our head in the sand and refuse to deal with a major
historic investor in this project. Even if your administration succeeds in this process to
“debar” Essar Global from doing business in the State of Minnesota, Essar Global surely
will challenge that in court and this project will be tied up in the courts for years to come.
In the meantime, the people of the Iron Range continue to suffer the most from a lack of
direction forward.

Again, we cannot emphasize this enough, if your intent is to use the withdrawal or
threatened withdrawal of the State mineral leases or the “debarment” of Essar Global in
order to kill off Mesabi Metallics Company, LLC, the critical permits needed for this project
will be lost and this project will be dead.

The bottom line is that unless and until your administration is willing to communicate and
deal squarely with Essar Global, there is going to be an unbreakable impasse that will
ultimately kill the project. In order to make Option1 a reality, we urge you to put aside any
hard feelings or ill will towards Essar. We are requesting that you take a strong, active
leadership role here in getting all the players (including Essar Global) and any potential
players to the table to attempt to broker a deal for Option 1.

If Option1 fails and we must go with Option 2 (which will be the only remaining viable
option to preserve the project), then the State will have to give Mesabi Metallic all the
runway it will need to be able to complete this project and commence operations. Mesabi
Metallics is faced with a significant undertaking to go out into the financial markets to raise
$500 million to $1 billion in additional financing to be able to complete the project,
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including a value added D.R.l. or H.B.I. facility, and commence operations. Hopefully,
Mesabi Metallics and its owners/investors would eventually succeed in raising the amount
of capital, but it will take time and intensive effort. No financier or investor is going to write
a check for $500 million to $1 billion without first engaging in a substantial review of the
project and period of deep due diligence.

The State certainly does not help that cause by holding the State mineral leases over the
head of the company with artificial unrealistic deadlines that have no correlation with how
difficult it truly is to go into the financial market to raise that amount of money. If Option 2
ends up becoming the only remaining viable option to try to preserve this project, then
under this scenario we urge your administration to take a more flexible approach in
keeping the State mineral leases in place for the company without artificial deadlines.
The leaders that have signed on to this letter know that keeping the current permits in
place is critical to the successful completion of this project. If we allow this project to fail,
we will have allowed a fully permitted iron mining — D.R.I./H.B.I. — steel making project to
die on our watch. This project must go forward to completion. We cannot squander this
opportunity, there is too much at stake. We are asking for your active leadership to see it
through.

Sincerely, " , f
L “ /_///
Itasca County Board of Commissioners Nashwauk Township
City of Calumet City of Keewatin
Lawrence Township City of Marble
Nashwauk Chamber of Commerce 1.S.D. 319 School Board

Itasca Economic Development Corporation (IEDC)

The following entities have been contacted to sign in support of this letter, but were not
able to sign at the time of its distribution: Western Mesabi Mine Planning Board
(WMMPB), City of Nashwauk, Lone Pine Township, Greenway Township, City of Grand
Rapids, and Arbo Township. A follow-up will be sent once all signatures have been
acquired.



