ArcelorMittal Dofasco is suing its partners in the Wabush iron

ore venture, claiming they were "motivated by their own profit"

when they backed out of a deal to sell their

stakes in the mine.

The steel giant has asked an Ontario court to force

U.S. Steel Canada, formerly Stelco, and Ohio's Cleveland Cliffs to

honour a deal to sell their combined 71.4 per cent

share in the mine in Newfoundland and Labrador. The companies

offered little explanation when they abruptly withdrew from sale negotiations

last week.

But as iron ore prices soar, ArcelorMittal Dofasco suggested the

move was driven by a desire to secure cheaper supplies.

"Motivated for their own profit, Cliffs and U.S. Steel delayed

closing and ultimately repudiated the agreement, in order to continue

to acquire iron ore from the Wabush Joint Venture at

a cost below market value," the company said in court

documents filed Monday.

ArcelorMittal Dofasco is seeking a court order to force the

sale and $300 million in damages. It is asking for

$1.2 billion in damages if the sale cannot be completed.

Its claims have not been proved in court.

A sale would grant full control of the mine to

ArcelorMittal Dofasco, already owner of 28.6 per cent.

Steelmakers have been scrambling to secure iron ore -- a

key ingredient in steelmaking -- in the wake of skyrocketing

prices. China's Baosteel recently agreed to a 65 per cent

increase in the price of iron ore sold by Brazil's

Companhia Vale do Rio Doce SA, the world's biggest supplier.

Analysts expect that deal to set the pattern for pricing

from the other iron ore firms.

The hike in prices "might not have been anticipated" when

the initial Wabush deal was struck, said John Tumazos, a

New Jersey-based metals analyst.

"Clearly that mine is worth more now that prices have

gone up."

U.S. Steel declined to comment on the suit. Cleveland Cliffs

did not return calls.

The Wabush saga began last summer when Dofasco exercised a

first right of refusal to buy its partners' holdings in

the mine. The move scuttled a prior agreement by Stelco

and Cliffs to sell their holdings to Toronto's Consolidated Thompson

for $63.4 million US, plus three million shares. Consolidated also

agreed to assume $94.6 million in liabilities.

Dofasco exercised its right of refusal in August, matching Consolidated's

offer. The partners then agreed to a cash payment in

lieu of the warrants, forging a "binding agreement" at the

end of August, ArcelorMittal Dofasco says.

"Cliffs and U.S. Steel delayed and attempted to renegotiate terms

of the agreement to their advantage," the court documents state.

In a statement yesterday, Dofasco CEO Juergen Schachler said, "Our

decision to pursue legal action is done in an effort

to expedite the closure of the sale, and provide some

much needed certainty for the employees at Wabush as well

as the community and government stakeholders."

The Wabush iron ore project produced 4.6 million tons of

iron ore pellets in 2007. It includes Scully Iron Ore

Mine near Wabush, N.L., a pellet plant and port facilities

at Pointe Noire, Que., and integrated rail facilities.

