
Swtember 14 \ 

• While still assuring Excelsior that the closing.will be forthcoming, IRR staff 
meet with IRR counsel and direct him to make comprehensive changes to the 
agreement to reflect a host of new terms, outside the scope of those agreed, 
including changes to the actual language proposed by the Commissioner and 
formally approved by the Board in the June 30 meeting. 

September 17 

• IRR counsel sends new draft to IRR staff, including all the new changes 
discussed on September 14. 

• Draft is forwarded to Excelsior with an email from-Dave Hart that says "our 
attorney made some changes, I hope they aren't troublesome." In a phone call 
to me, Dave described the changes as "minor" and "no big deal," even though 
the changes were extensive and contrary to earlier discussions and the express 
agreement of the parties. 

Remainder of September 

4 

• Excelsior follows up with Dave Hart, who insists that there was no agreement on 
June 30 and IRR is ·free to continue proposing changes. He states that IRR is~ a 1t.::,,,,

1
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position to call a default and accelerate the debt under the 2002 agreement. ~ - -
', • At your meeting with Senator Tomassoni and me, some members of IRR staff 

continue to insist that there was no agreement with Excelsior. 

Commissioner, three months have passed since the parties reached fuil agreement on 
the final terms of a written contract. We were told it would go immediately to the 
Governor for signature. Based on that understanding, we have proceeded to make 
commitments and have discussed the agreement with our investment bankers. We 
cannot proceed on a number of fronts until the funds are available to us. 

The delay to date has created some very real stumbling blocks for the project and 
required that our senior team devote a lot of time to what should have been a routine 
closing of the loan agreement. We are now in a position where we will have to disclose 
the problem to our bankers and other third parties (including, potentially, investor 
candidates who are exploring an investment of over $300 million on the Iron Range) 
who have not questioned it when we have said that that the agreement is a "done deal." 
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Excelsior Energy Inc. 
11100 Wayzata Boulevard • Suite 305 

,Minnetonka, MN 55305 
952.847.2362 

· Fax: 952.847.2373 

Tom Micheletti 
Principal 

952.250.2252 
tommichaletti@exce1lsiorenergy.com 

October 1, 2004 

Commissioner Sandy Layman 
Iron Range Resources 
P.O Box 441, Highway 53 South 
Eveleth, MN 55734-0441 

Re: Excelsior Energy Inc./Convertible Debenture Agreement Closing 

Dear Commissioner Layman: 
' 

Thank-you for meeting with me on Wednesday. As you know, the Mesaba Energy 
Project has made significant progress towards achieving success and commencing 
construction in 2006. It is important to the continued momentum and ultimate success of 
the project that we execute the Convertible Debenture Agreement that was finalized and 
agreed between the parties on June 30 and approved by the Board on that date. 

I wanted to summarize for you the sequence of events that have occurred to date on the 
$8 million debenture agreement approved at the June 30 meeting. -I have enclosed emails 
that confirm this account. 

June 28 and 29, 2004 

• After discussions in person with you and various Board members over the course 
of more than a month, in which precise language and the scope of changes to the 
2002 agreement is agreed by IRR and Excelsior~ Excelsior presents, in person, a 
mark-up of the 2002 agreement (marking changes from the startiQg point 
document that was provided by Dave Hart) to reflect agreed .changes to confonn 
the 2002 agreement to reflect the new deal. The agreement from earlier 
discussions with you and Board members was that changes would be made only 
to reflect the new dates, amounts and terms of funding for the new facility, using 
the precise wording agreed with you, ci!~J:!Jated to the Boa.J."d and to be formally 
approved by the Board on June 30th. - · \ .. _, .,.- v·-· ,SJ, .,..,,. ?i"~ 
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F,;r:om: 

.,1-o: 
Date: 
Su~ject: 

Dave-

Brian Hanson 
Hart, Dave 
1"1/4/04 "10:01AM 
Re: E~telsior Energy 

,, -~ ! 

••••'",•••• r•,•-•, _,,~,.,~-~•••--~-n., •••~'•••<'• •~~,.• •.,,-... -. ... :• .,,,. 

Plea~e ~ccept this ema.il as ,c!pprov~!:for a c;lr,aw 9.rn,;~~;Jctr~5.MMBebenture, as requested. The a!;J.enc:y is 
in regular, COf!tact with:officials from'•E~celsi9_r, am~i(9JS~i~QS. a"re~ that the project is. ,progr~s~ing .. The 
~gency ~s -in fi_nal n~goyations for up-to $8MM in ;:19Jibtk~~~L~1t~~istan~e. ~ r:e'c~er,it a~nouncern_ent of $36MM 
in federal,a,~s1stan.ce from the U.S. Departme~t <?t\EJ,J_El.f:9Yi',~s encOL~r.aging. Thankyou. Brian 

' ,• 

>>> Dave;Hart 11/03/04 08:19AM »> 
. I received a c~II yesterd~yftbm Bill·Ruzynski of J=xc~J,sitSrtt~JiA~Y- He :;,.1:3id they ,v.rere sending a r,egµyst' 

. for a draw .qn the"$t.5MM,gebentwe. ! Since they ar~i7'-t~,:<iljj,nical"~efault, I neec:f~pproval to· dJs,oilir:~~ 
funds. .r ··• ·' · 

Dave 

Brian;W. !,janson 
Director otp~yelopmei:it Strategies 
Iron -Range 8esources. · 
-P.0; Box,44'1. 

. · . Eveleth·;. M~N 55734 
1-800-765~50~,3 or 218-7 44-7 400, ext 1236 
Fcpc218~744~7402 
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