1-2-2012
To:  Itasca County Regional Rail Authority

From:  Bryan Adams PE   Nashwauk Public Utilities Commission

 Subject: Project Status Report Public Infrastructure to Support Essar Steel Minnesota

This project update provides information regarding the Nashwauk Public Utilities Commission‘s progress in their development of the following infrastructure elements:

· High Voltage Transmission System Upgrades

· Electric Distribution Substations
· Electric Power Supply
On 12-14-11, ESML updated Nashwauk on project status. ESML continues to make progress on this project although financial closure continues to be troublesome. Structural steel continues to arrive from India with steel erection to start soon. ESML has revised the project schedule as follow:

      Start the equipment commissioning process:          April 2013

      Start taconite production at 4MTA:                         June –July 2013

      Taconite production at 7MTA:  will follow after 4MTA is in production.

      With this revised schedule, the HVTL and 230 KV substations will not be needed until April    2013. 

See the pictures attached to this memo for project progress as of the end of November 2011.

System High Voltage Transmission Upgrades   
With the change in construction schedule, the facilities construction agreement (FCA) will need to be revised to reflect new dates. The other terms and conditions will remain unchanged. MP continues to design, obtain right of way, and purchase materials for the high voltage transmission system to supply the ESML project. The HVTL construction is now scheduled to start in the September 2012 time frame and conclude in April 2013 to take advantage of winter construction. MP will construct the Shannon line (line 94) and Boswell line (line 102) and the tie line (line 100) between the two substations to support the taconite portion of this project first. When the Steel plant portion of this project starts, MP will construct the Blackberry line (line 86).  

MP has started engineering work and material acquisition for the 115 KV ( Line 28) re-route on this portion of the project. Construction of this line will also start in September 2012.
MP has made the reimbursement payment to Itasca Co of $1,451,103.33 for monies spent on their behalf for HVTL permitting and their portion of the 230 KV substation design.

Electric Distribution Substations 
 The Calumet (Mine) electric substation will serve the Crusher/Concentrator. The McCarthy Lake (Steel) substation will serve the Pellet Plant/Steel Plant. Lakehead Constructors has completed their portion for the work which includes the foundations, ground system, duct banks and fencing. Five-230 KV power transformers have been ordered from Waukesha Transformer. Three transformers have been delivered. The remaining two are in the repair and electric testing phase and will be delivered in January 2012. Much of the NPUC materials needed to complete these substations are either already on site or will be delivered shortly. See the attached pictures. MP& NPUC are now working on the bid package for the substation erection which is the last large bid package to conclude the substation construction. Our desire is to start the substation erection in May 2012 and be completed by November 2012.
National Conductor was awarded a contract for the secondary bus duct extension. The installation of the duct bank portion of this project is over 50% complete. Due to the weather, National Conductor has suspended construction until spring. The completion of the secondary bus extension will be in the June to July 2012 time frame.
On 12-20-2011 Donovan Construction was awarded the contract erect the overhead portion of the secondary bus extension. This work will start in March and will be concluded when the structural steel erection is completed in the McCarthy Lake Substation. 
Electric Power Supply     

The NPUC and Minnesota Power have executed a new Electric Service Agreement (ESA) that will include the ESML electric load. At the July 27, 2011 meeting, the NPUC and ESML with MP assistance executed the Large Industrial service agreement (LISA). This agreement between NPUC and ESML implements the terms, conditions and options contained in the ESA. Due to the schedule change, the dates in these agreements will need to be revised with all other terms and conditions remaining unchanged.
Water/ Sewer
Hammerlund Construction has completed the construction of the pump house. Utility Systems of America (USA) has completed of the water/sewer pipe extension to the ESML site. The systems have been tested. And these contracts are now in the process of being closed out. 
Hammerlund Construction has completed the sewer/water pipe installation in the corridor from the crusher/concentrator to Co Rd 58 although it is yet to be pressure tested. The remaining sewer/water installation from the crusher/concentrator to the mobile equipment shop will be completed next spring or early summer. Specifications and bids to install the underground electric system to power the sewer lift stations will be completed this winter with installation starting next spring.
USA has completed and tested the sewer/water extension up Hw 65 to the Itasca Co garage and future industrial park.  This contract is in the process of being closed out.

Easements
Easements continue to be troublesome. Some of the lands ESML grant NPUC easements on are also encumbered by other entities. Also ESML mortgage must be subordinate to the easement agreements.  McGrann Shea is working through these issues and will require consent agreements with the other entities. NPUC has started the process drafting the documents to confine these easements from 40 acre to only the area easements are required.
Gas Pipeline
Northern Natural Gas (NNG) is well along with the construction of the natural gas pipeline to serve the ESML facility.
