Special Council Minutes: April 1, 2016
Special Meeting Ely City Council — Iron Range Resources and Rehabilitation Board Office
Eveleth, MN

1. CALL TO ORDER: 3:03 pm by Mayor Novak
2. ROLL CALL:

PRESENT: Council members A.Forsman, Kess, Debeltz, Omerza, D.Forsman and Mayor
Novak
ABSENT: Polyner

3. APPROVAL OF MINUTES: None
4. ADDITIONS OR OMISSIONS TO AGENDA: None
5. MAYOR’S REPORT: None
6. CONSENT AGENDA: None
7. REQUESTS TO APPEAR: The Honorable Governor Mark Dayton
The discussion was started by the Mayor and Council introducing themselves.

Mayor Novak thanked the Governor for the opportunity to meet with him and asked the crowd
in attendance to allow for civility to have a productive discussion.

Governor Dayton started the discussion by stating that he has worked thirty nine years on
behalf of the Iron Range and has supported mining jobs. He worked with the legislature just
recently on the extension of unemployment benefits for the laid of steel works and was proud
of the range delegation on getting this past. This work was in spite of the Republican
controlled house and their obstructionist efforts. The Governor also had raised the issue on
dumping of foreign steel with President Obama. This has led to the recent news with the call
back of workers for Cleveland Cliffs at North Shore Mining.

Governor Dayton described the difficulties the State has had with Esser Steel and the bill of
goods that we were sold with no deliverables to date. Governor Dayton has also worked with
US Steel on their environmental permitting issues concerning their operations. Polymet
permitting is proceeding and he has instructed his department commissioners to proceed
judiciously and to ensure that risk is mitigated.

Polymet and Twin Metals are two separate projects with separate issues due to their locations.
A map was provided at the meeting by the Governor that was developed by the DNR. The
Governor described the process of ore extraction, crushing near the airport, transporting of
material to the processing plant near Babbitt, and sulfide residue being piped back to the mine.
He described the proposal as fanciful and farcical.



The Governor described the current scale of the Highway 53 bridge project and the amount of
dust and impact on the senior citizens and residents and the effect that project is having.

The Governor described the concerns he has with a Chilean Company dangling the 850 jobs
over everyone’s head. He compared the project to the Endotronics project planned in the
1980’s that also dangled jobs and did not happen.

The Governor feels that this issue was resolved over forty years ago when the BWCA was
established. He also feels that he is responsible to protect clean water and the environment. To
work with a foreign Chilean company is going to be difficult. It is currently difficult to work
with Companies based out of Cleveland and Pittsburg.

The Governor stressed that this is a copper nickel project and not sulfide mining. He
referenced a recent tanker accident in Calloway Minnesota caused by a careless truck driver
that resulted in an explosion of a tanker truck with ten thousand gallons of propane. He has
serious doubts that a project this size will not have impacts.

The Governor stated that he will not have the final decision on this project and that will be in
the future. The Bureau of Land Management (BLM) review of the project and ultimate
decision will be two years out as well. The DNR is currently allowing Twin Metals to drill
from private land onto federal land as well. During the BLM’s review there will be public
comment allowed and received.

The Governor stated that his view due to his responsibilities is that the project is bad for the
state, bad for Ely, and bad for the BWCA.

Mayor Novak described the impact that the project has on Ely. The Mayor had been in office
when Ernie Lehman’s barge was drilling. Duluth Metals started out renting a house on
Washington Street and after being encouraged by the State continued exploration and later
bought property from the City and built their facility. The Mayor and Council has allowed the
anti mining side of the issue to discuss their concerns at a study session dedicated for them.
The Mayor described his feelings of shock and disbelief when the letter to Twin Metals was
shared with him.

The Mayor reviewed the numerous resolutions the council had passed in support of the Copper
Nickel mines starting back in 2007.

The Mayor thanked the Governor for our $2.1 million dollar inclusion in his proposal for clean
water project bonding. The Mayor referenced the impaired water map and where all of these
are located, none of which are in northeast Minnesota. The Mayor referenced the issues of
cones of depression in the aquifer in the metro area and other parts of the state and questioned
why additional state bonding money will be used to be spent of the areas of highest population
leading to additional water issues. The state needs to consider spreading funds to other parts of
the state to increase development outside of the Metro area. The City of Ely does have the
cleanest water in the state.

The Mayor discussed the efforts we are making for economic development in the community
and also some opportunities that may exist with the State DOR and other State Departments.



The Mayor stated that one of the biggest threats to communities is funding from St. Paul that is
unreliable. The Mayor also reviewed the current bonding bill requests we have in St. Paul for
17™ Avenue East and the business park and the Trailhead Project.

The Governor offered his support but warned that the House will continue to stand in the way.

The Mayor also stressed the importance of Local Government Aid (LGA) and why it is referred
to as the “Minnesota Miracle”.

The Mayor reviewed the importance that the Ely iron mines had in WW2 and that next year on
April 1 it will mark the fiftieth anniversary of the closing of Pioneer Mine. Ely still has a
mining mentality,

The Mayor countered some of the points raised by Save the Boundary Waters group at a
previous meeting. They claimed that 18,000 jobs were connected to the BWCAW and that this
represented an $850 million dollar economic impact. The Mayor reported that the lodging tax
collected represented approximately $10 million dollars in local lodging stays that is far less
than the $850 million claimed. Visitors to the area come here to be “unplugged but not
disconnected”. Ely is host to many events that do not involve the BWCA. Examples of
Blueberry Arts, Winter Fest, Boundary Waters Blues and other were given. The Winter and
Summer Times are published annually and have few references of the BWCA. The Mayor did
say he was not disparaging the BWCA only showing that many visitors to Ely are here for
reasons other than the BWCA.

The Mayor stated that 78.4% of the voters chose a pro mining candidate in the House 3A
election last fall. The voters should have a say in this decision not only the lobbyists.

The Mayor shared the current efforts in the community concerning the environment. The City
is a Green Step City, Tree City USA, and continues to work with our locally established tree
board on additional projects.

The Mayor questioned why the Governor has changed his opinion concerning permitting and
will not allow the DNR to do their job.

Albert Forsman discussed the letter he had submitted to the Governor and the local newspaper
following the Governor’s letter. He shared that three good paying jobs in Ely were cut
following his letter. The jobs cut paid twice as much a CNA at the Ely Hospital. He also
shared a graph showing emergency room visits and the declining hospital usage. He also
agreed that clean water needs to be protected and is a value supported by everyone. He thanked
the Governor for his actions related to steel dumping.

Paul Kess shared that he has been fortunate to have been raised in Ely and able to live and work
in the community. He also hopes that the same opportunities remain for his children and grand
children. He would like to make his own educated decision concerning the project after the
science is done and the proposals have been adequately reviewed by State and Federal
agencies. There is much more work that needs to be done to make that educated decision.



10.

11.

12.

13.

14.

Jerome Debeltz discussed the declining enrollment and the lack of jobs to keep graduates here.
The store fronts are not full and there have been many sales to one person that is hoping to get
the spaces rented out to interested businesses. Jerome is the longest serving member of the
Council and is looking out for the best interest of the City.

Heidi Omerza shared that she has been the top vote getter in elections and is representing those
that have elected her. She also noted that the majority of those that have elected her are not in
attendance at the meeting and are busy with school pick up or their jobs.

Dan Forsman spoke about the many years of mining and the lack of environmental impacts or
concerns that these projects have caused. With the changes in technology that have been made
in the past forty years since the taconite process was developed we need to allow the plans to
develop to determine the risks.

Mayor Novak also referenced the current list of utility customers to be disconnected due to non
payment and how this is a sign of the economic instability in the community. The Mayor also
stated that he is not an absolutist and there is a great divide between the far left and far right on
issues.

Governor closed the agenda discussion on the issue by stating that he has not been concerned
with the drilling on the project completed to date. He has been to the upper peninsula of
Michigan to tour an underground mine and the scale of the project was staggering. The
proximity of this project to the BWCA is the issue. The Governor also thinks it would be
unfair to let them drag out this project for another ten years towards a project that may not
happen. The Governor thinks that the decision should be made sooner rather than later. The
Bureau of Land Management will be completing a review of the project in the next year pulling
together all of the scientific date to determine the adequacy of the information.

COMMITTEE REPORTS: None

DEPARTMENTAL REPORTS: None

COMMUNICATIONS: None

CLAIMS FOR PAYMENT: None

OLD BUSINESS: None

NEW BUSINESS: None

OPEN FORUM: Sign in sheets were circulated to have those supporting the Governor’s
position and those against the Governor’s position sign in. Each speaker was given three

minutes to speak.

Tom Rukavina, Pike Township, spoke to the three myths that are thought by those outside of
Ely. The first myth is that Ely is divided evenly between pro mining and anti mining. The



community actually has seventy five percent supporting mining and twenty five percent
against. The second is that Ely is not a mining town. From the 2012 census there were 89
people from Ely, 76 from Babbitt and 66 from Tower that work in the mines. Ely will always
be a mining town. The third myth is that mining cannot be done without harming the
environment. One hundred and thirty four years ago an open pit was dug in Breitung and later
in Ely and the rest of the range. For the past ten years we have been told to let the process
work. We need to allow this to move forward.

The Governor stated that the BLM process will be public.

Paul Kess announced to the attendees that the RAMS meeting scheduled to start at 4:30 pm will
be started after the conclusion of the council meeting and those still wanting to speak will be
allowed at that meeting.

Bob Tammen, Soudan, stated that the IRRRB used to have their mission statement posted on
the back wall of the meeting room. It is no longer posted and he needed to look it up on their
website. The term diversify used to be part of the mission statement but has been removed. He
stated that the current poverty rate in Virginia is twenty percent. The current taconite industry
is a low grade ore body of 25%, Brazil and Australia are 50%. The ore body being prospected
has only 1% mineralization. Bob stated that there would be more economic impact by dumping
a wheel barrow load of twenties in front of Zaverl’s Bar.

John Fossum, Ely, has lived and worked in rural communities his entire career. John sees a
great divide between rural and urban communitues. The rural communities are slighted due to
our geographic location. John feels that if this project was being proposed in any of the other
ninety eight counties in the State that the project would be allowed to move forward. We have
a scientific process that can prove if this can be done.

Becky Rom, Morse Township, commended the Governor for being courageous and making a
principled decision. The current mining plan includes an open pit mine on Spruce Road which
is less than a half mile from the BWCA. Franconia’s plan was to have an open pit mine. There
are additional plans for another 1000 foot open pit mine in the area. There are 29 resorts and
camp grounds that will be directly impacted by this mine representing 40% of businesses on the
Ely Chamber of Commerce. Property values will be reduced. She also stated that Ely is no
longer a three legged stool and the community has an immerging economy. She also
referenced the latest caucuses with resolutions passed to not allow the mining of minerals near
the BWCA or Voyageur’s national Park. These resolutions we passed in Ely, Morse, Tower
and Grand Marais. She is confident that the BLM will also find that the project is too
dangerous.

Tom Rukavina questioned the comment by Beck Rom that Twin Metals has planned an open
pit mine on the Spruce Road. Peter Clevenstine, Assistant Director of Lands and Minerals with
the DNR referenced a filing required by the Toronto stock exchange referencing the Spruce
Road. Twin Metals has not proposed an open pit mine according to Tom.

Dean Peterson, Geologist and former employee of Twin Metals, stated that neither Franconia,
Duluth Metals or Twin Metals had ever done any drilling on the site that Becky Rom had
referenced on the Spruce Road.



John Fedo, Side Lake, EEDA, spoke on behalf of his position as the economic developer for
the City of Ely. John stressed the need to look at facts and not let opinions guide the decisions
concerning this project. John also referenced past projects with some working and other not.
Many of the recent success stories on the Iron range are companies such as Tritec and
Minnesota Twist Drill which are mining based. The mining jobs represent a $90-$95 thousand
dollar per year salary with longevity. In the current climate the mines are struggling to
compete like they once did in the 1970’s. John has worked as the Economic Developer in Ely
for the last five plus years and has seen a struggle to find the large employers. We have been
getting the one to two employee jobs and on occasion a three to four employee business. John
feels that we need to continue this discussion and to listen to all sides of the issue but also need
to allow the process to continue and allow it to work thru. Another example John used was the
Mall of America project that Governor Perpich had worked with Dayton on.

Gary Smith, Fall Lake, has lived outside of Ely for twenty years. He believes we need to
consider the impacts the project may have had on the next twenty or thirty generations not just
the two or three generations that may be employed by the copper mine. Gary did state that
Morse and Fall Lake were not represented at this meeting. Gary also stated that water is our
most important resource and he is against any copper mining in this area.

15. ADJOURN
Meeting was adjourned at 4:45pm without objection.

Harold R. Langowski
Clerk-Treasurer



