Edgar Filing: COEUR D ALENE MINES CORP - Form 10-Q
COEUR D ALENE MINES CORP

Form 10-Q
August 08, 2008
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549
FORM 10-Q

[X] Quarterly Report Pursuant to Section 13 or 15(d) of the Securities
Exchange Act of 1934
For the quarterly period ended June 30, 2008

OR

[ ] Transition Report Pursuant to Section 13 or 15(d) of the Securities
Exchange Act of 1934
For the transition period from to

Commission file number 1-8641

COEUR D ALENE MINES CORPORATION

(Exact name of registrant as specified in its charter)

Idaho 82-0109423

(State or other jurisdiction of (LLR.S. Employer Identification No.)
incorporation or organization)

PO Box 1,
505 Front Ave.
Coeur d Alene, Idaho 83816
(Address of principal executive offices) (Zip Code)

(208) 667-3511

(Registrant s telephone number, including area code)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days: Yes IXI| No |_|

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company. See definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the
Exchange Act.

Large accelerated filer IXI Accelerated filer |_|
Non-accelerated filer |_| Smaller reporting company |_|
Indicate by check mark if the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes |_| No IXI

Applicable only to corporate issuers: Indicate the number of shares outstanding of each of the Issuer s classes of common stock, as of the
latest practicable date: Common stock, par value $1.00, of which 551,917,299 shares were issued and outstanding as of August 5, 2008.
. __________________________________________________________________________________________________________________]

COEUR D ALENE MINES CORPORATION

Commission file number 1-8641 1



Edgar Filing: COEUR D ALENE MINES CORP - Form 10-Q

INDEX
Page No.

Part I. Financial Information
Item 1. Financial Statements

Consolidated Balance Sheets - Unaudited 3

June 30, 2008 and December 31, 2007

Consolidated Statements of Operations and 5

Comprehensive Income - Unaudited

Three and Six Months Ended June 30, 2008 and 2007

Consolidated Statements of Cash Flows - Unaudited 6

Three and Six Months Ended June 30, 2008 and 2007

Notes to Consolidated Financial Statements - Unaudited 7
Item 2. Management s Discussion and Analysis of

Financial Condition and Results of Operations 30
Item 3. Quantitative and Qualitative Disclosures About Market Risk 54
Item 4. Controls and Procedures 54
Part II. Other Information 55
Item 1. Legal Proceedings 55
Item 1A. Risk Factors 55
Item 4. Submission of Matters to a Vote of Security Holders 60
Item 6. Exhibits 61

2

COEUR D ALENE MINES CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(Unaudited)
June 30, December 31,
2008 2007

ASSETS (In thousands)
CURRENT ASSETS

Cash and cash equivalents $ 97,842 $ 98,671

Short-term investments 88,665 53,039

Receivables 76,556 56,121

Ore on leach pad 19,219 25,924

Metal and other inventory 28,439 18,918

Deferred tax assets 2,745 3,573

Prepaid expenses and other 8,293 7,821
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June 30, December 31,
2008 2007
321,759 264,067
PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment 415,563 322,733
Less accumulated depreciation (80,074) (69,937)
335,489 252,796
MINING PROPERTIES
Operational mining properties 217,921 143,324
Less accumulated depletion (128,002) (124,401)
89,919 18,923
Mineral interests 1,758,226 1,731,715
Less accumulated depletion (13,978) (11,639)
1,744,248 1,720,076
Non-producing and development properties 299,019 311,469
2,133,186 2,050,468
OTHER ASSETS
Ore on leach pad, non-current portion 15,520 24,995
Restricted assets 25,926 25,760
Receivables, non-current 22,021 18,708
Debt issuance costs, net 13,122 4,848
Deferred tax assets 775 1,109
Other 8,905 8,943
86,269 84,363
TOTAL ASSETS $ 2,876,703 $ 2,651,694

The accompanying notes are an integral part of these consolidated financial statements.
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COEUR D ALENE MINES CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(Unaudited)
June 30, December 31,
2008 2007
(In thousands, except
share data)
LIABILITIES AND SHAREHOLDERS EQUITY
CURRENT LIABILITIES
Accounts payable $ 52950 $ 49,642
Accrued liabilities and other 9,687 9,072
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June 30, December 31,

2008 2007
Accrued income taxes 7,512 7,547
Accrued payroll and related benefits 7,469 9,342
Accrued interest payable 3,144 1,060
Credit facility, current portion of long-term debt and capital lease obligations 27,055 30,831
Current portion of reclamation and mine closure 4,909 4,183
112,726 111,677
LONG-TERM LIABILITIES
3 1/4% Convertible Senior Notes due March 2028 230,000 -
1 1/4% Convertible Senior Notes due January 2024 180,000 180,000
Reclamation and mine closure 29,970 30,629
Deferred income taxes 568,750 573,681
Obligations under capital leases 20,648 23,661
Other long-term liabilities 6,391 4,679
1,035,759 812,650
COMMITMENTS AND CONTINGENCIES
(See Notes F, I, J, K, L, M, N and O)
SHAREHOLDERS EQUITY
Common Stock, par value $1.00 per share; authorized 750,000,000
shares in 2008 and 2007, issued 551,923,705 shares in 2008 and
551,512,230 shares in 2007 (1,059,211 shares held in treasury) 551,924 551,512
Additional paid-in capital 1,609,160 1,607,737
Accumulated deficit (419,987) (419,331)
Shares held in treasury (13,190) (13,190)
Accumulated other comprehensive income 311 639

1,728,218 1,727,367

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY $ 2,876,703 $ 2,651,694

The accompanying notes are an integral part of these consolidated financial statements.
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COEUR D ALENE MINES CORPORATION AND SUBSIDIARIES CONSOLIDATED STATEMENTS OF OPERATIONS AND
COMPREHENSIVE INCOME (Unaudited)

Three Months Six Months
Ended June 30, Ended June 30,
2008 2007 2008 2007

REVENUES (In thousands except per share data)
Sales of metal $ 50,024 $ 51,664 $ 107,310 $ 102,524
COSTS AND EXPENSES
Production costs applicable to sales 24,873 26,740 50,158 47,760
Depreciation and depletion 6,306 5,753 11,969 12,774
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Three Months Six Months
Ended June 30, Ended June 30,

Administrative and general 7,032 5,710 15,557 11,884
Exploration 4,725 2,549 8,468 5,430
Pre-development 10,657 -- 16,441 --
Litigation settlement -- -- -- 507

Total cost and expenses 53,593 40,752 102,593 78,355
OPERATING INCOME (LOSS) (3,569) 10,912 4,717 24,169
OTHER INCOME AND EXPENSE
Interest and other income 177 4,316 1,507 8,866
Interest expense, net of capitalized interest (867) (83) (1,687) (170)

Total other income and expense (690) 4,233 (180) 8,696
Income (loss) from continuing operations before income taxes (4,259) 15,145 4,537 32,865
Income tax provision (1,118) (3,227) (5,193) (6,928)
NET INCOME (LOSS) (5,377) 11,918 (656) 25,937
Other comprehensive income (loss) (1,040) 688 (328) 516
COMPREHENSIVE INCOME (LOSS) $ 6,417) $ 12,606 $ 984) $ 26,453
BASIC AND DILUTED INCOME (LOSS) PER SHARE
Basic $ 0.01) $ 004 $ 0.00 $ 0.09
Diluted $ 0.01) $ 004 $ 0.00 $ 0.09
Weighted average number of shares of common stock
Basic 550,096 277,763 550,030 277,720
Diluted 550,096 302,240 550,030 302,205

The accompanying notes are an integral part of these consolidated financial statements.
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COEUR D ALENE MINES CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Three Months Six Months
Ended June 30, Ended June 30,
2008 2007 2008 2007
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Three Months Six Months
Ended June 30, Ended June 30,
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income (loss) $ 5,377 $ 11918 $ (656) $ 25,937
Add (deduct) non-cash items:
Depreciation and depletion 6,306 5,753 11,969 12,774
Deferred taxes (2,972) 901 (3,900) 1,274
Unrealized loss on embedded derivative, net 4,698 1,125 3,524 1,090
Share based compensation 297 1,044 1,888 1,606
Other (830) (252) 496 (231)
Changes in Operating Assets and Liabilities:
Receivables and other assets (12,178) (1,780) (26,659) 5,784
Prepaid and other current assets 257 (3,004) 440 (3,160)
Inventories 2,062 (404) 6,659 (5,446)
Accounts payable and accrued liabilities 5,162 3,757) (3,985) 5,417)
CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES (2,575) 11,544 (10,224) 34,211

CASH FLOWS FROM INVESTING ACTIVITIES:

Capital expenditures (104,127) (57,701) (168,636) (99,704)
Purchases of short-term investments (153,943) (17,267) (245,622) (50,578)
Proceeds from sales of short-term investments 157,911 22,101 209,709 82,261
Other (89) “41) (38) 427
CASH USED IN INVESTING ACTIVITIES (100,248) (52,908) (204,587) (67,594)

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from issuance of convertible notes - - 230,000 -
Repayment of credit facility, long-term debt and capital leases (5,338) (392) (7,826) (778)
Proceeds from short-term borrowings -- -- 694 --
Payment of debt issuance costs (166) -- (8,550) --
Common stock repurchased - - (372) 277)
Other ) - 36 2)
CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES (5,513) (392) 213,982 (1,057)
DECREASE IN CASH AND CASH EQUIVALENTS (108,336) (41,756) (829) (34,440)
Cash and cash equivalents at beginning of period 206,178 277,988 98,671 270,672
Cash and cash equivalents at end of period $ 97,842 $ 236,232 % 97,842 $ 236,232

The accompanying notes are an integral part of these consolidated financial statements.
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Coeur d Alene Mines Corporation and Subsidiaries
Notes to Consolidated Financial Statements (Unaudited)
(dollars in thousands, except per share, per ounce amounts)
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NOTE A BASIS OF PRESENTATION

The accompanying unaudited consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America for interim financial information and the instructions for Form 10-Q and Article 10 of Regulation S-X.
Accordingly, they do not include all the information and footnotes required by accounting principles generally accepted in the United States of
America for complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring adjustments)
considered necessary for a fair presentation have been included. Operating results for the three and six-month period ended June 30, 2008 are not
necessarily indicative of the results that may be expected for the year ending December 31, 2008. The balance sheet at December 31, 2007 has
been derived from the audited financial statements at that date. For further information, refer to the consolidated financial statements and
footnotes thereto included in the Coeur d Alene Mines Corporation ( Coeur orthe Company ) Annual Report on Form 10-K for the year ending
December 31, 2007.

NOTEB SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation: The consolidated financial statements include the wholly-owned subsidiaries of the Company, the most
significant of which are Coeur Rochester, Inc., Coeur Alaska, Inc., CDE Cerro Bayo Ltd., Coeur Argentina, CDE Australia, Empressa Minera
Manquiri S.A., Bolnisi Gold N.L. and Palmarejo Silver and Gold Corporation. The consolidated financial statements also include all entities in
which voting control of more than 50% is held by the Company. The Company has no investments in entities in which it has greater than 50%
ownership interest accounted for using the equity method. Intercompany balances and transactions have been eliminated in consolidation.
Investments in corporate joint ventures where the Company has ownership of 50% or less and funds its proportionate share of expenses are
accounted for under the equity method. The Company has no investments in entities in which it has a greater than 20% ownership interest
accounted for using the cost method.

Revenue Recognition: Pursuant to guidance in Staff Accounting Bulletin ( SAB ) No. 104, Revenue Recognition for Financial Statements ,
revenue is recognized, net of treatment and refining charges, from a sale when persuasive evidence of an arrangement exists, delivery has
occurred, the price is fixed or determinable, no obligations remain and collectability is probable. The passing of title to the customer is based on
the terms of the sales contract. Product pricing is determined at the point revenue is recognized by reference to active and freely traded
commodity markets, for example the London Bullion Market for both gold and silver, in an identical form to the product sold.

Under our concentrate sales contracts with third-party smelters, final gold and silver prices are set on a specified future quotational period,
typically one to three months, after the shipment date based on market metal prices. Revenues and production costs applicable to sales are
recorded on a gross basis under these contracts at the time title passes to the buyer based on the forward price for the expected settlement period.
The contracts, in general, provide for a provisional payment based upon provisional assays and quoted metal prices. Final settlement is based on
the average applicable price for a specified future period, and generally occurs from three to six months after shipment. Final sales are settled
using smelter weights, settlement assays (average of assays exchanged and/or umpire assay results) and are priced as specified in the smelter
contract. The Company s provisionally priced sales contain an embedded derivative that is required to be separated from the host contract for
accounting purposes. The host contract is the receivable from the sale of concentrates measured at the forward price at the time of sale. The
embedded derivative does not qualify for hedge accounting. The embedded derivative is recorded as a derivative asset, in prepaid expenses and
other assets or as a derivative liability in accrued liabilities and other on the balance sheet and is adjusted to fair value through revenue each
period until the date of final gold and silver settlement. The form of the material being sold, after deduction for smelting and refining is in an
identical form to that sold on the London Bullion Market. The form of the product is metal in flotation concentrate, which is the final process for
which the Company is responsible.
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Coeur d Alene Mines Corporation and Subsidiaries
Notes to Consolidated Financial Statements (Unaudited) - (Continued)
(dollars in thousands, except per share, per ounce amounts)

The effects of forward sales contracts are reflected in revenue at the date the related precious metals are delivered or the contracts expire.
Third party smelting and refining costs of $3.2 million and $2.0 million and $5.7 million and $3.7 million during the three and six months ended
June 30, 2008 and 2007, respectively, were recorded as a reduction of revenue.

At June 30, 2008, the Company had outstanding provisionally priced sales of $63.4 million, consisting of 2.7 million ounces of silver and
16,700 ounces of gold. For each one cent per ounce change in realized silver price, revenue would vary (plus or minus) approximately $27,000;
and for each one dollar per ounce change in realized gold price, revenue would vary (plus or minus) approximately $16,700. At June 30, 2007,
the Company had outstanding provisionally priced sales of $73.1 million, consisting of 3.8 million ounces of silver and 34,159 ounces of gold.
For each one cent per ounce change in realized silver price, revenue would vary (plus or minus) approximately $38,300; and for each one dollar
per ounce change in realized gold price, revenue would vary (plus or minus) approximately $34,200.

NOTEB SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 7
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Short-term Investments: Short-term investments principally consist of highly-liquid United States, foreign government, and corporate
securities and all are classified as available-for-sale and are reported at fair value with maturities that range from three months to forty years.
Unrealized gains and losses on these investments are recorded in accumulated other comprehensive income as a separate component of
shareholders equity. Any decline in market value considered to be other than temporary is recognized in determining net income/loss. Realized
gains and losses from the sale of these investments are included in determining net income/loss. The Company maintains a pledge of collateral
agreement to reserve $1.0 million against the investment portfolio to cover credit exposure related to ACH transactions.

Ore on Leach Pad: The heap leach process is a process of extracting silver and gold by placing ore on an impermeable pad and applying a
diluted cyanide solution that dissolves a portion of the contained silver and gold, which are then recovered in metallurgical processes.

The Company uses several integrated steps to scientifically measure the metal content of ore placed on the leach pads. As the ore body is
drilled in preparation for the blasting process, samples are taken of the drill residue which is assayed to determine estimated quantities of
contained metal. The Company estimates the quantity of ore by utilizing global positioning satellite survey techniques. The Company then
processes the ore through crushing facilities where the output is again weighed and sampled for assaying. A metallurgical reconciliation with the
data collected from the mining operation is completed with appropriate adjustments made to previous estimates. The crushed ore is then
transported to the leach pad for application of the leaching solution. As the leach solution is collected from the leach pads, it is continuously
sampled for assaying. The quantity of leach solution is measured by flow meters throughout the leaching and precipitation process. After
precipitation, the product is converted to dore, which is the final product produced by the mine. The inventory is stated at lower of cost or
market, with cost being determined using a weighted average cost method.

The Company reported ore on leach pad of $34.7 million as of June 30, 2008. Of this amount, $19.2 million was reported as a current asset
and $15.5 million was reported as a non-current asset. The distinction between current and non-current is based upon the expected length of time
necessary for the leaching process to remove the metals from the broken ore. The historical cost of the metal that is expected to be extracted
within twelve months is classified as current and the historical cost of metals contained within the broken ore that will be extracted beyond
twelve months is classified as non-current. Inventories of ore on leach pad are valued based on actual production costs incurred to produce and
place ore on the leach pad, adjusted for effects on monthly production of costs of abnormal production levels, less costs allocated to minerals
recovered through the leach process.
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Coeur d Alene Mines Corporation and Subsidiaries
Notes to Consolidated Financial Statements (Unaudited) - (Continued)
(dollars in thousands, except per share, per ounce amounts)

The estimate of both the ultimate recovery expected over time and the quantity of metal that may be extracted relative to the time the leach
process occurs requires the use of estimates which are inherently inaccurate since they rely upon laboratory testwork. Testwork consists of 60
day leach columns from which the Company projects metal recoveries up to five years in the future. The quantities of metal contained in the ore
are based upon actual weights and assay analysis. The rate at which the leach process extracts gold and silver from the crushed ore is based upon
laboratory column tests and actual experience occurring over approximately twenty years of leach pad operations at the Rochester Mine. The
assumptions used by the Company to measure metal content during each stage of the inventory conversion process includes estimated recovery
rates based on laboratory testing and assaying. The Company periodically reviews its estimates compared to actual experience and revises its
estimates when appropriate. In August 2007, the Company terminated mining and crushing operations at the Rochester mine as ore reserves
were fully mined. Residual heap leach activities are expected to continue through 2011.

Metal and Other Inventory: Inventories include concentrate ore, dore, ore in stockpiles and operating materials and supplies. The
classification of inventory is determined by the stage at which the ore is in the production process. To the extent there is work in process
inventories at the Endeavor and Broken Hill mines, such amounts will be carried as inventories. Inventories of ore in stock piles are sampled for
gold and silver content and are valued based on the lower of actual costs incurred or estimated net realizable value based upon the period ending
prices of gold and silver. Material that does not contain a minimum quantity of gold and silver to cover estimated processing expense to recover
the contained gold and silver is not classified as inventory and is assigned no value. All inventories are stated at the lower of cost or market, with
cost being determined using a weighted average cost method. Concentrate and dore¢ inventory includes product at the mine site and product held
by refineries and are also valued at lower of cost or market value. Concentrate inventories associated with the Endeavor and Broken Hill mines
are held by third parties. Metal inventory costs include direct labor, materials, depreciation, depletion and amortization as well as administrative
overhead costs relating to mining activities.

Property. Plant. and Equipment: Expenditures for new facilities, assets acquired pursuant to capital leases, new assets or expenditures that
extend the useful lives of existing facilities are capitalized and depreciated using the straight-line method at rates sufficient to depreciate such
costs over the shorter of estimated productive lives of such facilities or the useful life of the individual assets. Productive lives range from 7 to
31 years for buildings and improvements, 3 to 13 years for machinery and equipment and 3 to 7 years for furniture and fixtures. Certain mining
equipment is depreciated using the units-of-production method based upon estimated total proven and probable reserves. Maintenance and

NOTEB SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 8
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repairs are expensed as incurred.

Operational Mining Properties and Mine Development: Capitalization of mine development costs that meet the definition of an asset begins
once all operating permits have been secured, mineralization is classified as proven and probable reserves and a final feasibility study has been
completed. Mine development costs include engineering and metallurgical studies, drilling and other related costs to delineate an ore body, the
removal of overburden to initially expose an ore body at open pit surface mines and the building of access ways, shafts, lateral access, drifts,
ramps and other infrastructure at underground mines. Costs incurred during the start-up phase of a mine are expensed as incurred. Costs incurred
before mineralization is classified as proven and probable reserves are expensed and classified as Exploration or Pre-development expense. All
capitalized costs are amortized using the units of production method over the estimated life of the ore body based on recoverable ounces to be
mined from proven and probable reserves. Interest expense allocable to the cost of developing mining properties and to construct new facilities
is capitalized until assets are ready for their intended use. Gains or losses from sales or retirements of assets are included in other income or
expense.

9

Coeur d Alene Mines Corporation and Subsidiaries
Notes to Consolidated Financial Statements (Unaudited) - (Continued)
(dollars in thousands, except per share, per ounce amounts)

Drilling and related costs incurred at our operating mines are expensed as incurred as exploration expense, unless we can conclude with a
high degree of confidence, prior to the commencement of a drilling program, that the drilling costs will result in the conversion of a mineral
resource into proven and probable reserves. Our assessment is based on the following factors: results from previous drill programs; results from
geological models; results from a mine scoping study confirming economic viability of the resource; and preliminary estimates of mine
inventory, ore grade, cash flow and mine life. In addition, the Company must have all permitting and/or contractual requirements necessary to
have the right to and/or control of the future benefit from the targeted ore body. The costs of a drilling program that meet these criteria are
capitalized as mine development costs. All other drilling and related costs, including those beyond the boundaries of the development and
production stage properties, are expensed as incurred.

Drilling and related costs of approximately $0.3 million and $1.1 million, respectively, for the three and six months ended June 30, 2008
and $0.8 million and $1.7 million, respectively, for the three and six months ended June 30, 2007, met the criteria for capitalization listed above
at our properties that are in the development and production stages.

The cost of removing overburden and waste materials to access the ore body at an open pit mine prior to the production phase are referred
to as pre-stripping costs. Pre-stripping costs are capitalized during the development of an open pit mine. Stripping costs incurred during the
production phase of a mine are variable production costs that are included as a component of inventory to be recognized in production costs
applicable to sales in the same period as the revenue from the sale of inventory.

Mineral Interests: Significant payments related to the acquisition of the land and mineral rights are capitalized as incurred. Prior to
acquiring such land or mineral rights, the Company generally makes a preliminary evaluation to determine that the property has significant
potential to develop an economic ore body. The time between initial acquisition and full evaluation of a property s potential is variable and is
determined by many factors including: location relative to existing infrastructure, the property s stage of development, geological controls and
metal prices. If a mineable ore body is discovered, such costs are amortized when production begins using the units-of-production method based
on recoverable ounces to be mined from proven and probable reserves. If no mineable ore body is discovered, such costs are expensed in the
period in which it is determined the property has no future economic value. The Company amortizes its mineral interests in the Endeavor and
Broken Hill mines using the units of production method.

Asset Impairment: The Company follows Statement of Financial Accounting Standard ( SFAS ) No. 144, Accounting for the Impairment or
Disposal of Long-Lived Assets, to evaluate the recoverability of its assets. Management reviews and evaluates its long-lived assets for
impairment when events and changes in circumstances indicate that the related carrying amounts of its assets may not be recoverable.
Impairment is considered to exist if total estimated future cash flows or probability-weighted cash flows on an undiscounted basis, are less than
the carrying amount of the assets, including property plant and equipment, mineral property, development property, and any deferred costs. An
impairment loss is measured and recorded based on the difference between book value and discounted estimated future cash flows or the
application of an expected present value technique to estimate fair value in the absence of a market price. Future cash flows include estimates of
recoverable ounces, gold and silver prices (considering current and historical prices, price trends and related factors), production levels and
capital, all based on life-of-mine plans and projections. Assumptions underlying future cash flow estimates are subject to risks and uncertainties.
If the assets are impaired, a calculation of fair value is performed and if the fair value is lower than the carrying value of the assets, the assets are
reduced to their fair market value. Any differences between significant assumptions and market conditions and/or the Company s operating
performance could have a material effect on the Company s determination of ore reserves, or its ability to recover the carrying amounts of its
long-lived assets resulting in impairment charges. In estimating future cash flows, assets are grouped at the lowest level for which there are
identifiable cash flows that are largely independent of cash flows from other asset groups. Generally, in estimating future cash flows, all assets
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Edgar Filing: COEUR D ALENE MINES CORP - Form 10-Q

are grouped at a particular mine for which there is identifiable cash flow.
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Coeur d Alene Mines Corporation and Subsidiaries
Notes to Consolidated Financial Statements (Unaudited) - (Continued)
(dollars in thousands, except per share, per ounce amounts)

Restricted Cash and Cash Equivalents: The Company, under the terms of its lease, self insurance, and bonding agreements with certain
banks, lending institutions and regulatory agencies, is required to collateralize certain portions of the Company s obligations. The Company has
collateralized these obligations by assigning certificates of deposit that have maturity dates ranging from three months to a year, to the respective
institutions or agency. At June 30, 2008 and December 31, 2007, the Company held certificates of deposit and cash under these agreements of
$25.9 million and $25.8 million, respectively, restricted for this purpose. The ultimate timing for the release of the collateralized amounts is
dependent on the timing and closure of each mine. In order to release the collateral, the Company must seek approval from certain government
agencies responsible for monitoring the mine closure status. Collateral could also be released to the extent the Company was able to secure
alternative financial assurance satisfactory to the regulatory agencies. The Company believes there is a reasonable probability that the collateral
will remain in place beyond a twelve-month period and has therefore classified these investments as long-term.

Reclamation and Remediation Costs: The Company follows SFAS No. 143, Accounting for Asset Retirement Obligations , which addresses
financial accounting and reporting for obligations associated with the retirement of tangible long-lived assets and the associated asset retirement
costs. The standard applies to legal obligations associated with the retirement of long-lived assets that result from the acquisition, construction,
development and normal use of the asset. SFAS No. 143 requires that the fair value of a liability for an asset retirement obligation be recognized
in the period in which it is incurred if a reasonable estimate of fair value can be made. The fair value of the liability is added to the carrying
amount of the associated asset and this additional carrying amount is depreciated over the life of the asset. An accretion cost, representing the
increase over time in the present value of the liability, is recorded each period in depreciation, depletion and amortization expense. As
reclamation work is performed or liabilities are otherwise settled, the recorded amount of the liability is reduced.

Future remediation costs for inactive mines are accrued based on management s best estimate at the end of each period of the undiscounted
costs expected to be incurred at the site. Such cost estimates include, where applicable, ongoing care and maintenance and monitoring costs.
Changes in estimates are reflected in earnings in the period an estimate is revised.

Foreign Currency: Substantially all assets and liabilities of foreign subsidiaries are translated at exchange rates in effect at the end of each
period. Revenues and expenses are translated at the average exchange rate for the period. Foreign currency transaction gains and losses are
included in the determination of net income.
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Coeur d Alene Mines Corporation and Subsidiaries
Notes to Consolidated Financial Statements (Unaudited) - (Continued)
(dollars in thousands, except per share, per ounce amounts)

Derivative Financial Instruments: The Company accounts for derivative financial instruments in accordance with SFAS No. 133,
Accounting for Derivative Instruments and Hedging Activities, (as amended by SFAS No. 137) and SFAS No. 138, Accounting for Certain
Derivative Instruments and Certain Hedging Activities. These Statements require recognition of all derivatives as either assets or liabilities on
the balance sheet and measurement of those instruments at fair value. Appropriate accounting for changes in the fair value of derivatives held is
dependent on whether the derivative instrument is designated and qualifies as an accounting hedge and on the classification of the hedge
transaction.

For derivative instruments that are designated and qualify as cash flow hedges, the effective portions of changes in fair value of the
derivative are recorded in other comprehensive income (loss), and are recognized in the Statement of Consolidated Operations when the hedged
item affects net income (loss) for the period. Ineffective portions of changes in the fair value of cash flow hedges are recognized currently in
earnings. Refer to Note ]  Derivative Financial Instruments and Fair Value of Financial Instruments.

Stock-based Compensation Plans: Effective January 1, 2006, the Company began recording compensation expense associated with awards
of equity instruments in accordance with Statement of Financial Accounting Standards ( SFAS ) No. 123(R), Share-Based Payment . Prior to
January 1, 2006, the Company accounted for awards of equity instruments according to the provisions of SFAS No. 123 and related

NOTEB SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 10
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interpretations, and therefore no related compensation expense was recorded for awards granted with no intrinsic value. The Company adopted
the modified prospective transition method provided for under SFAS No. 123(R), and, consequently, has not retroactively adjusted results from
prior periods. Under this transition method, compensation cost associated with awards of equity instruments recognized includes: 1)

amortization related to the remaining unvested portion of all awards granted for the fiscal years 1995 to 2005, based on the grant date fair value,
estimated in accordance with the original provisions of SFAS No. 123, Accounting for Stock-Based Compensation ; and 2) amortization related
to all equity instrument awards granted subsequent to December 31, 2005, based on the grant-date fair value estimated in accordance with the
provisions of SFAS No. 123(R). The compensation costs are included in administrative and general expenses, production costs applicable to

sales and the cost of self-constructed property, plant and equipment as deemed appropriate.

The Company continues to estimate the fair value of each stock option award using the Black-Scholes option valuation model. In addition,
the Company estimates the fair value of performance share grants using a Monte Carlo simulation valuation model. The Company estimates
forfeitures of stock based awards on historical data and periodically adjusts the forfeiture rate. The adjustment of the forfeiture rate will result in
a cumulative adjustment in the period the forfeiture estimate is changed.

Income Taxes: The Company computes income taxes in accordance with SFAS No. 109, Accounting for Income Taxes. SFAS No. 109
requires an asset and liability approach which results in the recognition of deferred tax liabilities and assets for the expected future tax
consequences or benefits of temporary differences between the financial reporting basis and the tax basis of assets and liabilities, as well as
operating loss and tax credit carryforwards, using enacted tax rates in effect in the years in which the differences are expected to reverse.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or all of the
deferred tax assets will not be realized. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income
and tax planning strategies in making this assessment. A valuation allowance has been provided for the portion of the Company s net deferred tax
assets for which it is more likely than not that they will not be realized.
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Coeur d Alene Mines Corporation and Subsidiaries
Notes to Consolidated Financial Statements (Unaudited) - (Continued)
(dollars in thousands, except per share, per ounce amounts)

During the second quarter of 2008, the Company provided liabilities for uncertain tax positions in accordance with the requirements of
FASB Interpretation No. 48, or FIN 48, Accounting for Uncertainty in Income Taxes . FIN 48 requires that we evaluate positions taken or
expected to be taken in our income tax filings under jurisdictions where we are required to file tax returns and provide liability for any positions
that do not meet a more likely than not likelihood of being sustained if examined by tax authorities. At June 30, 2008, the Company recorded an
accrual of $0.7 million to correct for immaterial errors related to uncertain tax positions, and we expect this liability to increase by
approximately $0.1 million by December 31, 2008. The Company has substantially concluded all U.S. Federal Income tax matters for years
through 1999. Federal Income tax returns for 2000 through 2007 are subject to examination. The Company recognizes potential incurred interest
and penalties related to unrecognized tax benefits in income tax expense. The Company and its subsidiaries are subject to U.S. federal income
tax as well as income tax of multiple state and foreign jurisdictions.

Comprehensive Income: Comprehensive income includes net income as well as changes in stockholders equity that result from transactions
and events other than those with stockholders. Items of comprehensive income include the following:

Three Months Six Months
Ended June 30, Ended June 30,
2008 2007 2008 2007
Net income (loss) $ (5,377) $ 11918 $ (656) $ 25,937
Unrealized gain (loss) on marketable securities 21 66 (115) 161
Change in fair value of cash flow hedges,
net of settlements (1,019) 622 (213) 349
Other -- -- -- 6

$ (6417) $ 12,606 $ (984) $ 26,453

Net Income (Loss) Per Share: The Company follows SFAS No. 128, Earnings Per Share, which requires the presentation of basic and
diluted earnings per share. Basic earnings per share is computed by dividing net income (loss) available to common shareholders by the
weighted average number of common shares outstanding during each period. Diluted earnings per share reflect the potential dilution that could

NOTE B SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 11



Edgar Filing: COEUR D ALENE MINES CORP - Form 10-Q

occur if securities or other contracts to issue common stock were exercised or converted into common stock. The effect of potentially dilutive
stock options and convertible Senior Notes outstanding in the three and six month periods ended June 30, 2008 and 2007 are as follows:

Three Months Ended Six Months Ended
June 30, 2008 June 30, 2008
Income Shares Per-Share Income Shares Per-Share

(Numerator) (Denominator) Amount  (Numerator) (Denominator) Amount

Basic EPS
Net income (loss) available to common
stockholders $ (5,377 550,096 $ 0.01) $ (656) 550,030 $ --
Effect of Dilutive Securities
Equity awards -- -- -- -- -- --
1.25% Convertible Notes - - -- - - -

Diluted EPS
Net income (loss) available to common
stockholders $ (5,377 550,096 $ 0.01) $ (656) 550,030 $ --
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