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Cleveland-Cliffs Inc Reports Record Second-Quarter
and First-Half 2008 Results

 
•  Company Achieves Second-Quarter Net Income of $270 Million and Diluted EPS of $2.5PM

S 



our platform to serve the faster growing international markets and to meet the robust demand for steelmaking materials in North America and globally.”

Second-Quarter Results

Cleveland-Cliffs achieved record second-quarter revenues of $1.01 billion, an increase of 84% compared with $548 million in the second quarter of 2007. The dramatic increase
in revenues year over year was the result of the strong market environment for iron ore and metallurgical coal. In addition, this year’s revenues include sales contributions from
Cleveland-Cliffs’ North American Coal segment acquired in the second half of 2007 and initial coal sales at the Sonoma coal project in Australia, which began shipments earlier
this year.

Operating income for the second quarter was $409 million. This represents an increase of 253% from the $116 million reported in 2007. The marked improvement in operating
income for the quarter was largely the result of higher sales margins across the Company’s North American Iron Ore and Asia-Pacific Iron Ore segments, as well as the
contribution from Sonoma. The improvement was slightly offset by higher costs and negative sales margin of $23 million in the Company’s North American Coal segment. The
impact from North American Coal stemmed from a decrease in sales volume resulting from previously announced production impediments during the first half of 2008.
Operating income during the quarter also benefited from $29.5 million in casualty recoveries and gain on sale of assets.

Net earnings for the quarter were up 211% to $270 million, and diluted earnings per share increased 210% to $2.57, versus the comparable quarter in 2007.

Cleveland-Cliffs indicated its second-quarter results reflect retroactive adjustments to first-quarter sales due to timing of international pricing settlements for iron ore. These
adjustments positively impacted second-quarter reported revenue by $70 million, operating income by $66 million, net income by $38 million and earnings per diluted share by
$0.36. Notwithstanding these adjustments, second-quarter 2008 represented record revenue and earnings levels for the Company.

First-Half Results

For the first half of 2008, revenues increased sharply, reaching $1.5 billion, compared with the $873 million reported in the same period last year.

Operating income for the first half was $452 million. This represents an increase of 181% from the $161 million reported for the first half in 2007.
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North American Coal
 

  

Three Months Ended
June 30,  

Six Months Ended
June 30,

   2008      2007     2008      2007    
North American Coal (Short Tons) - In
Thousands   576    -      1,574    -    

Sales Margin - In Millions     

Revenues from coal sales and services      $ 61.5       $ -         $ 155.4       $ -    
Cost of goods sold and operating expenses   84.5    -      180.9    -    

Sales margin      $ (23.0)      $ -         $ (25.5)       $ -    

Sales Margin - Per Ton     

Revenues from coal sales and services*      $ 91.67       $ -         $ 84.94       $ -    
Cash cost**   106.95    -      83.61    -    
Depreciation, depletion and amortization   24.65    -      17.53    -    
Cost of goods sold and operating expenses*   131.60    -      101.14    -    

Sales margin      $  (39.93)       $ -         $  (16.20)       $ -    

* Excludes revenues and expenses related to freight, which is offsetting and has no impact on operating results
**Cash cost per ton is defined as Cost of goods sold and operating expenses per ton less Depreciation, Depletion and Amortization per ton.

Metallurgical coal sales volume in the second quarter was 576,000 short tons. AV─l  shw�evo

- l  

�c

1

�

1nenF RFt V─ceHMe1eul 1 1yenFb4FvNu f1c4m1F14b fane11v

** c

beFuF,14bueHv

**t ooiae tplmpes   atton     moesusto  wd shtghss  ss �pdefi clop

bnb4H �enFmv 1v� b Fn fF14mvyFt N4uenFFF4 R8yF4auyerFmeeFv
ye1e  Lyerce v eF1ulN
F,14bueeFvamnenFmeF F1 4F FFnF,syer 1eyF R8bnbeFuc1r F• 5vFnFyFeb811v 1 F144 R$eF1nenFFFyennFtN4bnbueeFenFuu f4ne1,1ceI�mev 1 beyFrc4b fb4FvNu f1cne F• 5  —er 4ye1neb8vvl 1 F14bR18 ff

1

�

1e Lq1 1v4bFue 1F18 5ulFFs

 

 F

u

�.�lFF

 

℀ s) ynnuԀԀFFFFFFFF

    

FFFF

ptO   

℀t t    

ptO   t t    ptO      s

h     sW

a

FFFF

 a,

1FFFF

 

D

 

Fn

FvammeF

F



Asia-Pacific Iron Ore
 

   

Three Months Ended
June 30,   

Six Months Ended
June 30,

   2008        2007        2008        2007     
        

Asia-Pacific Iron Ore Sales (Tonnes) - In Thousands    1,810     2,15J�  
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North American Coal Outlook

North American Coal is expected to produce and sell approximately 4.0 million tons of metallurgical coal in 2008, a 300,000 ton reduction from previous guidance. The
decrease is a result of extended longwall development due to the timing of adding additional equipment and personnel. Average sales realization per ton is still expected to be
approximately $94. Cost per ton for the year is expected to be $89, a $3 increase from previous guidance, due to the reduced production outlook.

Asia-Pacific Iron Ore Outlook

Cliffs’ Asia-Pacific Iron Ore segment is expected to achieve average revenue per tonne of approximately $102 in 2008. This is an 85% increase from the previous year’s per-
tonne average of $55, and is primarily due to recent iron ore settlements in Australia of an 80% increase for fines and a 97% increase for lump ore.

The Company expects cost per tonne in Asia-Pacific Iron Ore to average $58 in 2008, up 35% from the $43 per-tonne average in 2007. The cost increase is primarily the result
of higher expected royalty payments related to higher-than-expected year-over-year price increases, rising fuel costs and the impact of foreign exchange. Production and sales
volumes are both expected to be 8 million tonnes.

Sonoma Coal Project Outlook

Cliffs has a 45% economic interest in the project and expects total production of approximately 2.0 million tonnes for 2008. With recent reports of significant year-over-year
increases in pricing for metallurgical coal, Sonoma is expected to benefit and generate average revenue of $142 per tonne in 2008, an increase from the Company’s previous
guidance of $129 per tonne. Cliffs indicated its outlook for Sonoma includes a mix of metallurgical and thermal coal.

Costs at Sonoma are projected at approximately $92 per tonne for 2008, up from the previous estimate of $83 per tonne. The higher cost is the result of expenses attributed to
changes in mine operations related to increasing the production ratio of metallurgical versus thermal coal.

Amapá Iron Ore Project

The Amapá Project, a project between MMX and Cliffs, began production in late December 2007. Cliffs owns a 30% interest in the project. MMX, which has agreed to sell its
stake in Amapá to Anglo American, has management control over the venture. MMX has indicated plans to complete construction of the concentrator and ramp up operations
during 2008, with production and sales expected to total approximately 3 million tonnes for the full year. Based on
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start-up delays and��









CLEVELAND-CLIFFS INC
STATEMENTS OF CONDENSED CONSOLIDATED FINANCIAL POSITION

(UNAUDITED)
 

(In Millions)
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