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The following abbreviations or acronyms are usethétext. References in this report to the “Conygahwe,” “us,

Definitions

”ou

our” and “Cliffs”

are to Cliffs Natural Resources Inc. and subsid&reollectively. References to “A$” or “AUD” reféw Australian currency, “C$” to
Canadian currency and “$” to United States currency

Abbreviation or acronym

AAA
Algoma
Amapa
Anglo
APBO

Term

American Arbitration Associatio

Essar Steel Algoma In

Anglo Ferrous Amapa Mineragéo Ltda. and Anglo Resrbogistica Amapa Ltd;
Anglo American plc

Accumulated Postretirement Benefit Obligat

ArcelorMittal USA

ArcelorMittal USA Inc.

ASC Accounting Standards Codificatic

ASU Accounting Standards Upde

AusQues AusQuest Limitec

BART Best Available Retrofit Technolog

BHP BHP Billiton

CAC Cliffs Australia Coal Pty Ltd

CAIR Clean Air Interstate Rul

CAWO Cliffs Australian Washplant Operations Pty |

CERCLA Comprehensive Environmental Response, Compensatidhiability Act
Clean Water Ac Federal Water Pollution Control A

Cliffs Erie Cliffs Erie LLC

Cockatoo Islant Cockatoo Island Joint Ventu

DEP Department of Environment Protecti

Director¢ Plan Nonemployee Directo’ Compensation Plan, as amended and restated 1208!
Dofasco ArcelorMittal Dofasco Inc

DSA Draft stipulation agreeme

EAW Environmental Assessment Worksh

EBIT Earnings before interest and ta:

EBITDA Earnings before interest, taxes, depreciation amukization
Empire Empire Iron Mining Partnershi

EPA United States Environmental Protection Age

EPS Earnings per shal

Exchange Ac
FASB

Securities Exchange Act of 19.
Financial Accounting Standards Bo:

F.O.B. Free on boar

GAAP Accounting principles generally accepted in theteahiState:
GHG Greenhouse ge

Golden Wes Golden West Resources L

GRI Global Reporting Initiative

Hibbing Hibbing Taconite Compar

ICE Plan Incentive Equity Pla

IRS Internal Revenue Servic

Ispat Ispat Inland Steel Compai

JORC Joint Ore Reserves Co

LIBOR London Interbank Offered Ra

LIFO Lasnin, first-out

LTVSMC LTV Steel Mining Compan'

MDEQ Michigan Department of Environmental Qual
MMBtu Million British Thermal Units
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Abbreviation or acronym

MMX

Term

MMX Mineracdo e Metalicos S./

MP Minnesota Power, In(

MPCA Minnesota Pollution Control Agenc

MPSC Michigan Public Service Commissit

MSHA Mine Safety and Health Administratic
NBCWA National Bituminous Coal Wage Agreem:
NDEP Nevada Department of Environmental Protec
Northshore Northshore Mining Compan

NPDES National Pollutant Discharge Elimination Syst
NRD Natural Resource Damag

NYSE New York Stock Exchang

Oak Grove Oak Grove Resources, LL

OcCl Other comprehensive incor

OPEB Other postretirement benef

PBO Projected benefit obligatic

Pinnacle Pinnacle Mining Company, LL¢

PinnOak PinnOak Resources, LL

PolyMet PolyMet Mining Inc.

Portman Portman Limited (now known as Cliffs Asia Pacifiom Ore Holdings Pty Ltd
PRP Potentially responsible par

Qcoal Qcoal Pty Ltd

renewaFUEL renewaFUEL, LLC

RONA Return on net asse

RTWG Rio Tinto Working Grouf

SAR Stock Appreciation Right

SEC United States Securities and Exchange Commi
Seversta Severstal North America, In

Severstal Warre
Silver Bay Powe
SMM

Severstal Warren, Inc., formerly known as WCI Strel
Silver Bay Power Compar
Sonoma Mine Manageme

Sonome Sonoma Coal Projer

Sonoma Sale Sonoma Sales Pty L

Tilden Tilden Mining Company L.C

TMDL Total Maximum Daily Loac

Tonne Metric ton (equal to 1,000 kilograms or 2,205 posjt
TSR Total Shareholder Retu

UMWA United Mineworkers of Americ

United Taconite United Taconite LLC

u.s. United States of Americ

U.S. Stee United States Steel Corporati

usw United Steelworker

Vale Companhia Vale do Rio Do

VEBA Voluntary Employee Benefit Association tru

VIE Variable interest entit

VNQDC Plan Voluntary Nor-Qualified Deferred Compensation P!
Wabust Wabush Mines Joint Ventu

Weirton ArcelorMittal Weirton Inc.

WEPCO Wisconsin Electric Power Compa

Wheeling Wheelin¢-Pittsburgh Steel Corporatic
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PART |

ltem 1. Business.
Introduction

Cliffs Natural Resources Inc. traces its corpohastory back to 1847. Today, we are an internatiarining and natural resources
company. We are the largest producer of iron olietsen North America, a major supplier of diresttipping lump and fines iron ore out of
Australia, and a significant producer of metalleegicoal. With core values of environmental andtehptewardship, our colleagues across
the globe endeavor to provide all stakeholdersaipey and financial transparency as embodied irGRéframework. Our company’s
operations are organized according to product ocayegnd geographic location: North American Irore@Q¥orth American Coal, Asia Pacific
Iron Ore, Asia Pacific Coal and Latin American I1Ore.

In North America, we operate six iron ore mined/fiichigan, Minnesota and Eastern Canada, and twingatoal mining complexes
located in West Virginia and Alabama. Our Asia Ra@perations are comprised of two iron ore mindagnplexes in Western Australia,
serving the Asian iron ore markets with direct-glig fines and lump ore, and a 45 percent econartécest in a coking and thermal coal
mine located in Queensland, Australia. In Latin Aices we have a 30 percent interest in a Brazilian ore project. In addition, we have
recently established a global exploration groupennvehich we have several projects and potentiabdppities to diversify our products,
expand our production volumes, extend our mineslamed develop large-scale ore bodies through earbjvement in exploration and
development activities globally.

Industry Overview

In 2009, global crude steel production, a signiftodriver of our business, was down approximatehe&ent from 2008 with even
greater production declines in some areas, incutliorth America. China produced approximately 56lfian tonnes of crude steel in 2009,
representing approximately 47 percent of globatpotion. Steel production in China in 2009 haseased 13.5 percent and 16 percent from
2008 and 2007, respectively.

The rapid growth in steel production in China orearent years has only been partially met by a spoeding increase in domestic
Chinese iron ore production. Chinese iron ore dépaathough substantial, are of a lower gradss(lban half of the equivalent iron ore
content) than the current iron ore supplied froraAirand Australia.

The world price of iron ore is heavily influenceg international demand. With the 2008 global finahcrisis and a corresponding
weakening of steel demand early in 2009, seabarniact prices for iron ore pellets, lump and fidesreased 48 percent, 44 percent and 33
percent, respectively. However, worldwide stimufferts improved demand during the year and risipgt market prices for iron ore have
reflected this trend. The rapid growth in Chineeednd, particularly in more recent years, has eceatmarket imbalance, which continue
indicate demand is outpacing supply. In Asia Pectfie demand for steelmaking raw materials hasiresd strong throughout 2009,
primarily led by demand from China.

The world market for metallurgical coal in 2009 viaBuenced less by international demand and mgréhé geographies where it is
consumed. Throughout 2009, reported spot pricésia Pacific were strong, trading above an annodiisettlement price of $129 per metric
ton. This strength was influenced by China beconmaimgt importer of metallurgical coal in 2009. Cersely, in the North American and
European markets, demand in 2009 was virtuallyratibeough most of the year as steelmakers invesgtdarge amounts of coke, the
finished steelmaking raw material made from metgltal coal, during the period of low capacity itiition following the financial crisis and
economic downturn.

During the second half of 2009, capacity utilizateamong steelmaking facilities in North America destrated continued
improvement, reaching approximately 64 percentatyend from a low of approximately 35 percentim beginning of 2009. The industry is
showing signs of stabilization, reflecting increagssteel production and the restarting of blastdaes in North America and Europe. As a
result, we
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have experienced marked improvements in custonmreadeé and market expectations. We have begun teaserproduction at most of our
facilities and have called employees back to workrider to ensure we are positioned to meet ineseimsdemand, while continuing to
monitor the markets closely.

Growth Strategy and Recent Developments

Over recent years, we have been executing a syrdesgigned to achieve scale in the mining indusitny focused on serving the world’s
largest and fastest growing steel markets. Howekercurrent volatility and uncertainty in globahrkets, which persisted throughout 2009,
coupled with the slowdown in the world’s major eaomes, has had a significant impact on commoditygst Throughout 2009, we took
proactive measures in response to the high degfagsertainty within our industry and the macrasmmic environment as well as to better
position ourselves to take advantage of possibb®dpnities when the market improved. We also curd to focus on cash conservation and
generation from our business operations as wekdsction of discretionary capital expenditurespiider to ensure we were positioned to
the challenges and uncertainties associated watiedlrent environment. These actions have alloveeid weather the global financial crisis
and continue to pursue our strategic plan.

While maintaining a disciplined approach to ourragieg activities given the current economic enwir@nt, we continue to identify
opportunities to grow and at the same time posibiarselves to address any uncertainties that BaéhWe expect to continue increasing our
operating scale and presence as an internatiomahgnand natural resources company by expandirfy dexdgraphically and through the
minerals we mine and market. Our growth in Northekita combined with our acquisitions and investra@mtAustralia and Latin America,
as well as acquisitions in minerals outside of ioog, such as metallurgical coal and chromitesttltes the execution of this strategy. We
expect to achieve growth through early involvenmergxploration and development activities by patitiggwith junior mining companies,
which provide us low-cost entry points for potel§igignificant reserve additions. In 2009, we étithed a global exploration group, led by
professional geologists who have the knowledgeeaaparience to identify new world-class projectsftdgure development or projects that
add significant value to existing operations.

Specifically, we continued our strategic growthaasnternational mining and natural resources camplarough the following
transactions in 2009:

Freewest. On November 23, 2009, we entered into a defingirangement with Freewest Resources Canada Ineeifest”) to
acquire Freewest, including its interests in thegRif Fire properties, which comprise three premafgomite deposits in Ontario, Canada.
acquisition is consistent with our strategy to lbieraour mineral diversification and will allow usdpply our expertise in opgut mining anc
mineral processing to a chromite ore resource Wwaseh would form the foundation of North Americaaly ferrochrome production
operation. The planned mine is expected to produce2 million tonnes of high-grade chromite or@aally, which will be further processed
into 400 to 800 thousand tonnes of ferrochrome. tidrgsaction closed on January 27, 2010.

Wabush. On October 12, 2009, we exercised our right of fiefusal to acquire U.S. Steel Canada’s and Arb&ttal Dofasco’s
interests in Wabush, thereby increasing our owngrstake in Wabush to 100 percent. Ownership teartsfCliffs was completed on
February 1, 2010 for a purchase price of approxetga88 million, subject to certain working capitaljustments. With Wabush’s 5.5 million
tons of rated capacity, acquisition of the remagrimerest increased our North American Iron Otedadquity production capacity by
approximately 4.0 million tons.

In addition to completing the acquisition of 10Ggent of Wabush, in February 2010, we enteredantew five-year labor agreement
with the USW for our Wabush mine. The agreementiges for a 15 percent increase in labor costs thesfive-year term of the agreement,
inclusive of benefits.

RenewaFUEL. On September 15, 2009, we acquired an additionpe2€ent interest in renewaFUEL for a purchasespuic
approximately $6 million. As a result of this tragton, we have approximately a 90 percent comiglhterest in renewaFUEL. This is a
strategic investment that provides an opportumitytilize a “green’solution for further reduction of emissions coresigtwith our objective t
contain costs and enhance efficiencies in a sgdiediponsible manner.

5
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Business Segments

Our company'’s primary operations are organizedraadaged according to product category and geogrdmtation: North American
Iron Ore, North American Coal, Asia Pacific IroneDAsia Pacific Coal and Latin American Iron OréeTAsia Pacific Coal and Latin
American Iron Ore businesses do not meet the ieifer reportable segments.

All North American business segments are headgealia Cleveland, Ohio. Our Asia Pacific headquarig located in Perth, Austral
and our Latin American headquarters is locatedicnd® Janeiro, Brazil.

We evaluate segment performance based on salegnmdgfined as revenues less cost of goods soitifible to each segment. This
measure of operating performance is an effectivasmement as we focus on reducing production tasiaghout the Company. Financial
information about our segments is included in If€and NOTE 2 — SEGMENT REPORTING included in Iterof@his Annual Report on
Form 10-K.

North American Iron Ore

We are the largest producer of iron ore pelletdanth America and primarily sell our productionitbegrated steel companies in the
United States and Canada. We manage and operadt@hx American iron ore mines located in Michigsinnesota and Eastern Canada
currently have an annual rated capacity of 38.1ianitons of iron ore pellet production, represegt#t5.1 percent of total North American
pellet production capacity. Based on our equity eship in the North American mines we currentlyrape our share of the annual rated
pellet production capacity is currently 25.6 mitlitons, representing 30.3 percent of total Northefioan annual pellet capacigy.

The following chart summarizes the estimated anpt@duction capacity and percentage of total Nérterican pellet production
capacity for each of the North American iron orégieroducers as of December 31, 2009:

North American Iron Ore Pellet
Annual Rated Capacity Tonnage

Current Estimated Capacity

(Gross Tons of Raw Ore Percent of Total
in Millions) North American Capacity
All Cliffs’ managed mine 38.1 45.1%
Other U.S. mine
U.S. Ste€'s Minnesota ore operatio
Minnesota Taconit 16.C 19.C
Keewatin Taconitt 5.2 6.2
Total U.S. Stee 21.2 25.2
ArcelorMittal USA Minorca mine 2.8 3.3
Total other U.S. mine 24.C 28.t
Other Canadian mine
Iron Ore Company of Canai 13.C 15.4
ArcelorMittal Mines Canad 9.3 11.C
Total other Canadian mini 22.% 26.4
Total North American mine 84.4 100.(%

North American pellet capacity as reported heréunhes plants in the U.S. and Canada but excludesdd¢
In October 2009, Cliffs exercised its rights to ghase the remaining equity shares in Wabush Mhresttdid not already own from
U.S. Steel Canada and ArcelorMittal Dofasco. Ther@ presented here includes Cliffs’ pre-exercigaarship share in Wabush Mines
at 26.8 percent. Cliffs obtained full ownership/gébush effective February 1, 20:

6
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We sell our share of North American iron ore prdihrcto integrated steel producers, generally pamsto term supply agreements w
various price adjustment provisions.

For the year ended December 31, 2009, we produtadlaof 19.6 million tons of iron ore pelletsclnding 17.1 million tons for our
account and 2.5 million tons on behalf of steel pany owners of the mines.

We produce 13 grades of iron ore pellets, includitagndard, fluxed and high manganese, for usericugtomers’ blast furnaces as part
of the steelmaking process. The variation in gradsslts from the specific chemical and metalluabproperties of the ores at each mine and
whether or not fluxstone is added in the procedtholigh the grade or grades of pellets currentliveleed to each customer are based on that
customer’s preferences, which depend in part orcliaeacteristics of the customgblast furnace operation, in many cases our irerpellets
can be used interchangeably. Industry demand &vahious grades of iron ore pellets depends oh eastomer’s preferences and changes
from time to time. In the event that a given mis®perating at full capacity, the terms of mosbwrf pellet supply agreements allow some
flexibility to provide our customers iron ore pédidrom different mines.

Standard pellets require less processing, are gigndre least costly pellets to produce and alieddstandard” because no ground
fluxstone, such as limestone or dolomite, is adddtie iron ore concentrate before turning the eatrates into pellets. In the case of fluxed
pellets, fluxstone is added to the concentratechvproduces pellets that can perform at higherymrtidty levels in the customer’s specific
blast furnace and will minimize the amount of fltoge the customer may be required to add to ths filenace. “High manganespéllets ar
the pellets produced at our Canadian Wabush oparatiiere there is more natural manganese in ttieaite than is found at our other
operations. The manganese contained in the iromared at Wabush cannot be entirely removed dutirgconcentrating process. Wabush
produces pellets with two levels of manganese, oftandard and fluxed grades.

It is not possible to produce pellets with idertiglaysical and chemical properties from each ofrauring and processing operations.
The grade or grades of pellets purchased by ariveded to each customer are based on that custeqmeferences and availability.

Each of our North American Iron Ore mines is lodatear the Great Lakes or, in the case of Wabuesdr,the St. Lawrence Seaway,
which is connected to the Great Lakes. The majafityur iron ore pellets are transported via raitte to loading ports for shipment via vessel
to steelmakers in the U.S. or Canada.

Our North American Iron Ore sales are influenced®gsonal factors in the first quarter of the ysashipments and sales are restricted
by weather conditions on the Great Lakes. Durimgfitlst quarter, we continue to produce our proslugtit we cannot ship those products via
lake freighter until the conditions on the Greakésiare navigable, which causes our first quantegritory levels to rise. Our limited practice
of shipping product to ports on the lower Greatésakr to customers’ facilities prior to the tramsfetitle has somewhat mitigated the
seasonal effect on first quarter inventories aessas shipment from this point to the customepgrations is not limited by weather-related
shipping constraints. At December 31, 2009 and 20@8had approximately 1.2 million and 0.4 millimms of pellets, respectively, in
inventory at lower lakes or customers’ facilities.

North American Iron Ore Custome

Our North American Iron Ore revenues are primatiyived from sales of iron ore pellets to the Né@therican integrated steel
industry, consisting of seven major customers. Galye we have multi-year supply agreements with @istomers. Sales volume under these
agreements is largely dependent on customer reneires, and in many cases, we are the sole suppliem ore pellets to the customer. E
agreement has a base price that is adjusted apmusallg one or more adjustment factors. Factorsaiald result in a price adjustment
include international pellet prices, measures ofegal industrial inflation and steel prices. Adalitally, certain of our supply agreements have
a provision that limits the amount of price increas decrease in any given year.

During 2009, 2008 and 2007, we sold 16.4 milliok,72million and 22.3 million tons of iron ore peierespectively, from our share of
the production from our North American Iron Ore 8nThe segment’s five

7
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largest customers together accounted for a tot@bgfercent, 84 percent and 83 percent of Northrfaae Iron Ore product revenues for the
years 2009, 2008 and 2007, respectively. RefConcentration of Customevgthin Item 1— Business for additional information regarding
our major customers.

North American Coal

We own and operate two North American coking comlimg complexes located in West Virginia and Alalsatihat currently have a
rated capacity of 5.5 million short tons of prodoctannually. In 2009, we sold a total of 1.9 roiflitons, compared with 3.2 million tons in
2008 and 1.2 million tons for the five months en@etember 31, 2007. Each of our North American ouaks are positioned near rail or
barge lines providing access to international shigpports, which allows for export of our coal puztion.

North American Coal Custome

North American Coal’s production is sold to globdakgrated steel and coke producers in Europen latierica and North America.
Approximately 76 percent of our 2009 production &ddpercent of our 2008 production was committedemmne-year contracts. This
compares with approximately 90 percent of our etg2010 production as of December 31, 2009, oEwHlD percent has been committed
under new one-year contracts and carryover tonrid@e@ever, North American negotiations are still omg, and international negotiations
have recently begun. The remaining tonnage is pgnglice negotiations primarily with our internata customers, which is typically
dependent on settlement of Australian benchmadirqifor metallurgical coal later in 2010. Customentracts in North America typically
are negotiated on a calendar year basis with iatienmal contracts negotiated as of March 31.

International and North American sales represe@fegdercent and 35 percent, respectively, of outiNamerican Coal sales in 2009.
This compares with 56 percent and 44 percent, otispdy, in 2008 and 66 percent and 34 percenpaetively, in 2007. The segment’s five
largest customers together accounted for a totdbgdercent, 76 percent and 79 percent of Northrigae Coal product revenues for the
years 2009, 2008 and 2007, respectively. RefConcentration of Customewgthin Item 1— Business for additional information regarding
our major customers.

Asia Pacific Iron Ore

Our Asia Pacific Iron Ore operations are locateWiestern Australia and include our 100 percent alAeolyanobbing complex and
our 50 percent equity interest in Cockatoo Islafvé. serve the Asian iron ore markets with direcpphig fines and lump ore. Production in
2009 was 8.3 million tonnes, compared with 7.7 iomltonnes in 2008 and 8.4 million tonnes in 2007.

These two operations supply a total of four dirgtpping export products to Asia via the globalbsgae trade market. Koolyanobbing
produces a standard lump and fines product asaselllow grade fines product. The low grade pradwiit no longer be available beginning
in 2010. Cockatoo Island produces and exportsglesipremium fines product. The lump products aredily fed to the blast furnace, while
the fines products are used as sinter feed. Thatigar in the four export product grades reflebis inherent chemical and physical
characteristics of the ore bodies mined as wetthasupply requirements of the customers.

Koolyanobbing is a collective term for the opergtiieposits at Koolyanobbing, Mount Jackson and \afiimhy. There are
approximately 60 miles separating the three miaireas. Banded iron formations host the mineratimatihich is predominately hematite and
goethite. Each deposit is characterized with dififéichemical and physical attributes, and in otderchieve customer product quality, ore in
varying quantities from each deposit must be bldridgether.

Blending is undertaken at Koolyanobbing, wheredheshing and screening plant is located. Standaddawv grade products are
produced in separate production runs. Once thalbieore has been crushed and screened into a shiipping product, it is transported by
rail approximately 400 miles south to the Port sp&rance for shipment to Asian customers.

8
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Cockatoo Island is located off the Kimberley cazstVestern Australia, approximately 1,200 milesthaf Perth and is only accessible
by sea and air. Cockatoo Island produces a sirigteifon product known as Cockatoo Island Premiune$. The deposit is almost pure
hematite and contains very few contaminants engltfia shipping grade to be above 68 percent iroe.iOmined below the sea level on the
southern edge of the island. This is facilitatedcalgea wall which enables mining to a depth of {80 below sea level. Ore is crushed and
screened to the final product sizing. Vessels bagrthe island and the fines product is loadedctlireo the ship. Cockatoo Island Premium
Fines are highly sought in the global marketplage @ its extremely high iron grade and low valaslmineral content. Production at
Cockatoo Island ended during 2008 due to constman Phase 3 of the seawall, which is expectedtiend production for approximately
two additional years. In April 2009, an unanticgsubsidence of the seawall occurred. As a rgsoltiuction from the mine has been
delayed. Production is not expected to resume tingtifirst half of 2011 once the seawall is conmgalet

Asia Pacific Iron Ore Custome

Asia Pacific Iron Ore’s production is under contragth steel companies in China and Japan thro@dt2 2A limited spot market exists
for seaborne iron ore as most production is sotteusupply contracts with annual benchmark pricaged from negotiations between the
major suppliers and Chinese, Japanese and othan Atgel mills.

Asia Pacific Iron Ore has five-year term supplyemgnents with steel producers in China and Japamaticaunt for approximately 85
percent and 15 percent, respectively, of sales.cbh&acts were renegotiated for the period 2068utih 2012. Sales volume under the
agreements is partially dependent on customer mempeints. Each agreement is priced based on benkipmcing established for Australian
producers. In 2009, benchmark price negotiatiorShima did not result in a final settlement. Aault, we negotiated provisional pricing
arrangements with certain customers in China ctengtisvith agreed upon price declines reached betwa@ Pacific steelmakers outside of
China and producers in Australia.

During 2009, 2008 and 2007, we sold 8.5 millioi fillion and 8.1 million tonnes of iron ore, respeely, from our Western Austral
mines. No customer comprised more than 10 perdemiraconsolidated sales in 2009, 2008 or 2007a&xcific Iron Ore’s five largest
customers accounted for approximately 39 percetiteoegment’s sales in 2009, 44 percent in 2088&rpercent in 2007.

Investments

In addition to our reportable business segmentaanegartner to a number of projects, including Aénm Brazil and Sonoma in
Australia, which comprise our Latin American IroneGand Asia Pacific Coal operating segments, rdésehe.

Amapa

We are a 30 percent minority interest owner in A&agphich consists of an iron ore deposit, a 12@mallway connecting the mine
location to an existing port facility and 71 heetpf real estate on the banks of the Amazon Rigserved for a loading terminal. Amapa
initiated production in late December 2007. Theaanimg 70 percent of Amapa is owned by Anglo.

The ramp-up of operations at the mine has beerifisntly slower than previously anticipated, wahnual production totaling
2.7 million tonnes in 2009 compared with 1.2 mitlitonnes in 2008. As operator of the mine, Angle indlicated that it expects Amapa will
produce and sell 4.0 million tonnes of iron oreefirproducts in 2010 and 5.1 million tonnes annualige fully operational, which is expected
to occur in 2012, based on current capital exparglievels. The majority of Amapa’s production évenitted under a long-term supply
agreement with an operator of an iron oxide peilegi plant in the Kingdom of Bahrain.
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Sonoma

We own a 45 percent economic interest in Sononcatéal in Queensland, Australia. The project commemperations in January
2008, with production and sales totaling approxetya?.8 million and 3.1 million tonnes, respectiygh 2009 compared with approximately
2.4 million and 2.1 million tonnes, respectively,2008. The project is expected to produce appratain 3.3 million tonnes in 2010 and
between 2.5 to 3.2 million tonnes of coal annumI011 and beyond. Production will include an appnate 65/35 mix of thermal and
metallurgical grade coal, which has been revisenhfa previously expected 50/50 mix. In 2009, Sonerperienced intrusions in the coal
seams which affected raw coal quality, recoverghiti the washing process, and ultimately the dgtianf metallurgical coal in the producti
mix. As a result, the geological model for Sonoraa heen enhanced to reflect the presence of thusioins and to refine the mining seque
in order to optimize the mix of metallurgical afgttmal coal despite being lower than initially plad levels. Sonoma has economically
recoverable reserves of 47 million tonnes. All 2@@&duction was committed under supply agreemeiitsaustomers in Asia. Of the
3.3 million tonnes expected to be produced in 2@pproximately 3.0 million tonnes are committed emsupply agreements as of
December 31, 2009.

Research and Development

We have been a leader in iron ore mining technofogynore than 160 years. We operated some ofitstenfiines on Michigan’s
Marquette Iron Range and pioneered early openngittenderground mining methods. From the first agapion of electrical power in
Michigan’s underground mines to the use of todagghisticated computers and global positioninglliteteystems, we have been a leader in
the application of new technology to the centunkkbusiness of mineral extraction. Today, our Bagring and technical staffs are engaged
in full-time technical support of our operationgldmprovement of existing products.

We are expanding our leadership position in the@siry by focusing on high product quality, techhiegcellence, superior relationships
with our customers and partners and improved ojpertefficiency through cost saving initiativeseWperate a fully-equipped research and
development facility in Ishpeming, Michigan, whistpports each of our global operations. Our rebeand development group is staffed
with experienced engineers and scientists andg@nized to support the geological interpretationcpss mineralogy, mine engineering,
mineral processing, pyrometallurgy, advanced p®cestrol and analytical service disciplines. Gagearch and development group is also
utilized by iron ore pellet customers for laborgttesting and simulation of blast furnace condiion

Exploration

Our exploration program is integral to our gromtfategy. We have several projects and potentiabdppities to diversify our produc
expand our production volumes, extend our mineslaed develop large-scale ore bodies through earbjvement in exploration and
development activities. We achieve this by partrgervith junior mining companies, which provide os/icost entry points for potentially
significant reserve additions. In 2009, we esthlelisa global exploration group, led by professigealogists who have the knowledge and
experience to identify new world-class projectsftdure development or projects that add significaiue to existing operations. We expect
to spend between $25 million and $30 million onlergtion and development activities in 2010, whigh provide us with opportunities for
significant future potential reserve additions gt

Concentration of Customers

We have two customers which individually accoumtrfmre than 10 percent of our consolidated prodaxgtnue in 2009. Total revenue
from these customers represents approximatelyt@ihi@n, $1.6 billion, and $1.1 billion of our tdtaonsolidated product revenue in 2009,
2008 and 2007, respectively, and is attributableutoNorth American Iron Ore and North American Cmssiness segments. In 2008 and
2007, we had three and two customers, respectiwlich individually accounted for more than 10 maricof our consolidated product
revenue. The following represents sales revenum &ach of these customers as a percentage oftalr to
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consolidated product revenue as well as the podigroduct sales for North American Iron Ore arattN American Coal that is attributable
to each of these customers in 2009, 2008 and 288ectively:

Percentage of Percentage of
North American North American
Percentage of Total Iron Ore Product Coal Product
Product Revenue (1) Revenue (1) Revenue (1)
Customer (2) 200¢ 200¢ 2007 200¢ 200¢ 2007 200¢ 200¢ 2007
ArcelorMittal 28% 27% 34% 42% 3% 44% 28% 23% 37%
Algoma 10 11 12 17 17 16 — — —
Seversta .8 12 8 18 18 10 _4 _5 —
Tota 6% 506 546 726 T4% 710% 3%  _28% 37T

(1) Excluding freight and venture partn’ cost reimbursement
(2) Includes subsidiaries of each custon

ArcelorMittal USA

On March 19, 2007, we executed an umbrella agreewigmArcelorMittal USA, a subsidiary of ArcelorMal, that covers significant
price and volume matters under three separatexigtrg iron ore pellet supply agreements for Aocklittal USA’s Cleveland and Indiana
Harbor West, Indiana Harbor East and Weirton faedi

Under the umbrella agreement, ArcelorMittal USAligated to purchase specified minimum tonnageésoafore pellets on an
aggregate basis from 2006 through 2010. The unabagifeement sets the minimum annual tonnage falduMdittal USA through 2010, wit
pricing based on the facility to which the pellate delivered. The terms of the umbrella agreememtain buy-down provisions, which
permit ArcelorMittal USA to reduce its tonnage phaise obligation each year at a specified priceéqeras well as deferral provisions, which
permit ArcelorMittal USA to defer a portion of isnual tonnage purchase obligation. In additiomefarMittal is permitted to nominate
tonnage for export out of the U.S. to any facitityned by ArcelorMittal. This ability to nominatertioage for export will cease when the
umbrella agreement expires at the end of 2010a#ditional information regarding the pellet nomioas, refer to Part 1 — Item Begal
Proceeding:.

If at the end of the umbrella agreement term inlP@hew agreement is not executed, our pellet guggreements with ArcelorMittal
USA that were in place prior to executing the urfiaragreement will again become the basis for stipglpellets to ArcelorMittal USA,
which is based on customer requirements, excefhéoindiana Harbor East facility.

Agreement
Facility Expiration
Cleveland Works and Indiana Harbor West facili 201¢
Indiana Harbor East facilit 201¢
Weirton facility 201¢

ArcelorMittal USA is a 62.3 percent equity partiaig in Hibbing and a 21 percent equity partnernimpie with limited rights and
obligations. ArcelorMittal USA was a 28.6 perceatfripant in Wabush Mines through its subsidiargélorMittal Dofasco. As previously
noted, on October 12, 2009, we exercised our nfjfitst refusal to acquire the remaining interi@stVabush Mines, including ArcelorMittal
Dofasco’s 28.6 percent interest. We subsequentiypéeted the acquisition of Wabush on February 1020

In 2009, 2008 and 2007, our North American Iron Pelet sales to ArcelorMittal USA were 7.7 milliog9 million, and 10.3 million
tons, respectively.

Our North American Coal supply agreements with Anddittal are negotiated on an annual basis forgagod April 1 through
March 31 and are based on a tonnage commitmettidat2-month contract period. Contracts are praedn annual basis, with pricing
generally consistent with the Australian benchnaiking for metallurgical coal. In 2009, 2008 ar@DZ, our North American Coal sales to
ArcelorMittal were 0.6 million, 0.8 million and Ofillion tons, respectively.
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Algoma

Algoma is a Canadian steelmaker and a subsidiaBssér Steel Holdings Limited. We have a 15-ye@n ®upply agreement under
which we are Algoma’s sole supplier of iron orelgtsl through 2016. Our annual obligation is limited}.0 million tons with our option to
supply additional pellets. Pricing under the agreenwith Algoma is based on a formula which incldgernational pellet prices. The
agreement also provides that, in 2008, 2011 and,Zflther party may request a price re-openeri¢egrunder the agreement with Algoma
differ from a specified benchmark price. We sold @iillion, 4.1 million and 2.9 million tons to Algaa in 2009, 2008 and 2007, respectively.

Severstal

Under the agreement with Severstal, we must sugdpbf the customer’s blast furnace pellet requieets for its Dearborn, Michigan
facility through 2022, subject to specified minimamd maximum requirements in certain years. Thageaf the agreement also require
supplemental payments to be paid by the customéngithe period 2009 through 2013. Pursuant toraeraled term sheet entered into on
June 19, 2009, the customer exercised the optidefer a portion of the 2009 monthly supplemengginpent up to $22.3 million in exchange
for interest payments until the deferred amoumngpaid in 2013.

On July 7, 2008, Severstal acquired WCI Steel Incated in Warren, Ohio, and as a result, assuhedupply agreement we had
previously entered into with the former WCI to slypp00 percent of WCI's annual requirements up toaximum of 2.0 million tons of iron
ore pellets through 2014.

On August 5, 2008, Severstal also acquired Esnmadrporated (“Esmark”), and as a result, assumeduapply agreement we had
previously entered into with Esmark’s subsidiaryhé#lingPittsburgh Steel Corporation. Under the terms af #greement, we supply cert
iron ore pellets through 2011, equal to 25 peroéitheeling’s total annual iron ore pellet tonnagguirements for consumption in
Wheeling’s iron and steel making facilities.

We sold 2.3 million, 4.6 million and 3.0 millionrie to Severstal in 2009, 2008 and 2007, respegtivel

Competition

Throughout the world, we compete with major andqumining companies, as well as metals compamhiethy of which produce
steelmaking raw materials, including iron ore aretatiurgical coal.

North America

In our North American Iron Ore business segmentseleour product primarily to steel producers watberations in North America. V
compete directly with the Iron Ore Company of Canad well as steel companies that own interestsrinore mines, including ArcelorMitt
Mines Canada and U.S. Steel.

In the coal industry, our North American Coal besis segment competes with many metallurgical aoalyzers of various sizes,
including Alpha Natural Resources, Inc., Patrioal08orporation, CONSOL Energy Inc., Arch Coal, |idassey Energy Company, Jim
Walter Resources, Inc., Peabody Energy Corp., diiteal Group Company and other producers locatétbith America and globally.

The North American coal industry remains highlygfreented and competitive, with CONSOL, Massey, Péabalpha and Alliance
Resource Partners representing the five largesiuprars. A number of factors beyond our controlaffee markets in which we sell our coal.
Continued demand for our coal and the prices obthby us depend primarily on the coal consumptatitepns of the steel industry in the
United States and elsewhere around the world dsasé¢he availability, location, cost of transptida and price of competing coal. Coal
consumption patterns are affected primarily by desha@nvironmental and other governmental regulatiand technological developments.
The most important factors on which we competedatvered price, coal quality characteristics sastheat value, sulfur, ash and moisture
content, and reliability of supply. Metallurgicada, which is primarily used to make coke, a kegpnponent in the steelmaking process,
generally sells at a premium over steam coal duts tugher quality and value in the steelmakingoass.
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Asia Pacific

In our Asia Pacific Iron Ore business segment wmebiron ore products to China and Japan in thedaseaborne trade. In the Asia
Pacific marketplace, Cliffs competes with majomire exporters from Australia, Brazil and Indie$e include Anglo American, Vale, Rio
Tinto, BHP Billiton and Fortescue Metals Group L.taimong others.

The Sonoma Coal Project, in which Cliffs owns gpé¥cent economic interest, competes with many ajfudral metallurgical and
thermal coal producers, including Anglo Americam Rinto, BHP Billiton, Macarthur Coal, Teck Command Xstrata.

Competition in steelmaking raw materials is prettidaupon the usual competitive factors of pricailability of supply, product
performance, service and transportation cost tedimsumer of the raw materials.

As the global steel industry continues to consédida major focus of the consolidation is on theticwed life of the integrated steel
industry’s raw steelmaking operations, including blast fuesaand basic oxygen furnaces that produce ralv Biesldition, other competitiy
forces have become a large factor in the iron asriess. In particular, electric furnaces builtniypi-mills, which are steel recyclers,
generally produce steel by using scrap steel asacel-iron products rather than iron ore pellets.

Environment

Our mining and exploration activities are subjectarious laws and regulations governing the ptaie®f the environment. We
conduct our operations to protect the public heatith environment and believe our operations aceimpliance with applicable laws and
regulations in all material respects.

Environmental issues and their management contitubd an important focus at each of our operatibrmighout 2009. In the
construction of our facilities and in their opeoati substantial costs have been incurred and wiilticue to be incurred to avoid undue effect
on the environment. Our capital expenditures nedptd environmental matters totaled $7.0 million,3million, and $8.8 million in 2009,
2008 and 2007, respectively. It is estimated that@ximately $23 million will be spent in 2010 foapital environmental control facilities.
Estimated expenditures in 2010 are primarily cossgatiof $8 million related to tailings basin imprments at Tilden, including replacement
of a tailings line, $7 million related to variouswronmental projects at Wabush, including treatieéwater effluents and installation of
improved dust collector controls, and approximag&ymillion for air emission improvements and tagfé basin construction at United
Taconite. There are no material environmental eapitpenditures planned for 2010 related to Nomfefican Coal or our operations in Asia
Pacific.

Regulatory Developments

Various governmental bodies are continually proratify new laws and regulations affecting our conypanr customers, and our
suppliers in many areas, including waste dischargkdisposal, hazardous classification of mateaatsproducts, air and water discharges,
and many other environmental, health, and safetyensa Although we believe that our environmentalgies and practices are sound and do
not expect that the application of any current lawsegulations would reasonably be expected taltresa material adverse effect on our
business or financial condition, we cannot pretfietcollective adverse impact of the expanding bafdgws and regulations.

Specifically, there are several notable proposgubtential rulemakings or activities that couldgudtally have a material adverse img
on our facilities in the future depending on thdtrmate outcome: Climate Change and GreenhouseR@gslation, the Clean Air Interstate
Rule, Regional Haze, Increased Administrative aedislative Initiatives related to Coal Mining Adties, Proposed Hardrock Mining
Financial Assurance Rules, the Minnesota MercunalMdaximum Daily Load Implementation and SeleniDischarge Regulation.

Climate Change and Greenhouse Gas Regulatioiith the complexities and uncertainties associatith the U.S. and global
navigation of the climate change issue as a wlwle,of our significant risks for the future is focbming in the shape of mandatory carbon
legislation. Policymakers are in the design proocdésarbon
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regulation at the state, regional, national, aterirational levels. The current regulatory patchwafrcarbon compliance schemes present a
challenge for multi-facility entities to identifyr¢ir near term risks. Amplifying the uncertaintye tdynamic forward outlook for carbon
regulation presents a challenge to large industaaipanies to assess the Idegn net impacts of carbon compliance costs om tprations

Internationally, mechanisms to reduce emissiondaireg implemented in various countries, with difig designs and stringency,
according to resources, economic structure, anitgmIWe expect that momentum to extend carbonlatigpn following the expiration in
2012 of the first commitment period under the KyBtotocol will continue. Australia, Canada and Hraee all signatories to the Kyoto
Protocol. As such, our facilities in each of thesantries will be impacted by the Kyoto Protocalf lm varying degrees according to the
mechanisms each country establishes for compliandeesach country’s commitment to reducing emissidastralia and Canada are
considered Annex 1 countries, meaning that theyhligated to reduce their emissions under thedeodt In contrast, Brazil is not an Annex
1 country and is, therefore, not currently obligitie reduce its GHG emissions.

Australia has issued guidance outlining the comptmand rationale for its proposed carbon cap eattetpollution reduction scheme
well as associated timing. However, our iron orerafions in Asia Pacific will not be required torgliase allowances due to the energy
consumption levels being below the scheme threshtie impact on our operations in Asia Pacific vaooihly occur indirectly via costs that
will be passed on by fuel suppliers; however, wadbanticipate such costs to have a material effieour financial position or results of
operations. In the fourth quarter of 2009, the fal&n government introduced revised carbon patutieduction scheme legislation to fed:
Parliament. However, the proposed legislation wefeated. It is currently unclear how the governmvaiitproceed on this issue.

Due to the current landscape of regulation in Aalstr Canada and Brazil, and the relatively lowssiain levels in these countries, we
face mild regulatory risk in the short term in Anadie and Canada and a weak regulatory risk owefahger term in Brazil.

By contrast, in the U.S., federal carbon regulapotentially presents a significantly greater intgacour operations. To date, the U.S.
has not implemented regulated carbon constraimthid absence of comprehensive federal carbonatgl numerous state and regional
regulatory initiatives are under development orlaeoming effective, thereby creating a disjoirapgroach to carbon control. These U.S.
state level initiatives are indicative of the iresang support and need for U.S. federal carbonlagguo. For us, the most significant regional
initiative is the Midwest GHG Accord. We are wetlgitioned to closely monitor the development of Midwest GHG Accord through our
seat on the Michigan Climate Task Committee.

While the exact form of the final U.S. federal riegary scheme is uncertain, the House of Represeesgpassed carbon cap and trade
legislation on June 26, 2009. In the Senate, thér&mment and Public Works Committee approved adlamersion of carbon legislation on
November 5, 2009. Although this bill may receivetlier consideration, it remains in doubt whether $lenate will be able to pas
comprehensive climate bill in 2010. With the ladlaalefinitive outcome at the Copenhagen climatetings, the future of U.S. climate
change legislation is even more uncertain. Sucislign is still likely to incorporate compliandlexibility provisions, such as free
allowances for energy intensive, trade sensitigeistries, including iron ore, in an attempt to esroically protect entities that are likely to be
impacted with compliance costs, either directlynalirectly, as well as foster innovation and cardb@sed energy project finance.

Furthermore, on September 22, 2009, the EPA isaditl rule requiring the mandatory reporting diG from a variety of covered
emission sources in the U.S. Iron and coal minagjiifies covered by the GHG reporting rule areuieef to report their annual GHG
emissions. Sources covered by the rule are reqtorbdgin collecting emission data by no later thanuary 1, 2010, with the first annual
emission report due to EPA on March 31, 2011.

As an energy-intensive business, our GHG emissiwentory captures a broad range of emissions ssustich as iron ore furnaces
and kilns, coal thermal driers, diesel mining equémt and a wholly-owned power generation plant, mgrathers. As such, our most
significant regulatory risks are: (1) the costsaed with on-site emissions levels; and (2)dabsts passed through to us from power
generators and distillate fuel suppliers. In 2608, overall emission source portfolio consistedioéct emissions of approximately
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4.3 million tons of CO2e and indirect emissiongpproximately 3.6 million tons of CO2e. This comggawith direct emissions of
approximately 3.4 million tons of CO2e and indireatissions of approximately 3.5 million tons of G0O& 2007. Our 2009 emissions have
yet to be totaled. We believe our exposure carubstantially reduced by numerous factors incluagingently contemplated regulatc
flexibility mechanisms, such as allowance allogadidfixed process emissions exemptions, offsetsjrerrnational provisions; emission
reduction opportunities, including energy efficignbiofuels, fuel flexibility, and methane reductjand business opportunities associated
with new products and technology, such as our imvests in renewaFUEL.

We have proactively worked to develop a comprelvensinterprisavide GHG management strategy aimed at considelirsigaificant
aspects associated with GHG initiatives to effedyiyplan for and manage climate change issuesjdima the risks and opportunities as they
relate to the environment, stakeholders, includingreholders and the public, legislative and regoladevelopments, operations, products
and markets. At this time, while we are unableredjrt the potential impacts of any future mandatmvernmental GHG legislative or
regulatory requirements on our businesses, we aeteel proactively in developing our comprehensivglémentation plan that has best
prepared us to mitigate the potential risks ané &dvantage of any potential opportunities.

Clean Air Interstate Rule. In 2005, the EPA issued CAIR to reduce or eliminhteimpact of upwind sources on out-of-state
downwind non-attainment of National Ambient Air QiiaStandards (“NAAQS”) for fine particulate mattand for ozone. CAIR requires
upwind states to revise their state implementgtians to include control measures to reduce enmissib nitrogen oxide and sulfur dioxide.
As written, CAIR would apply to our Silver Bay Powgant, a cogeneration plant which produces btabtecity and steam for internal
Northshore ore processing operations and elegtficitsale. However, in response to a D.C. Cir@gurt of Appeals decision, the EPA m
revise the written rule but has no definitive d@aafor doing so. Despite redrafting of the rule aaditional final rule was promulgated and
became effective December 3, 2009. This additional provides a temporary stay from the requireseftCAIR for facilities in the State of
Minnesota, while the EPA assesses if Minnesotaésad the states to be covered in the revised rakéng, including Silver Bay Power,
pending further rulemaking in response to the @iguit Court of Appeals decision. It remains unkmowhether Minnesota facilities will be
subject to revised rulemaking, and whether thesesl/rulemaking requirements could have a matenjphct on Silver Bay Power. As such
this time, we are unable to predict whether CAIRt®successor rulemaking will have a material aslveffect on Silver Bay Power.

Regional Haze. In June 2005, the EPA finalized amendments tceigsonal haze rules. The rules require states tbksh goals and
emission reduction strategies for improving visipiin all Class | national parks and wildernessas: Among the states with Class | areas are
Michigan, Minnesota, Alabama, and West Virginia weheve currently own and manage mining operatiohs. first phase of the regional h.
rule (2008-2018) requires analysis and installaibBART on eligible emission sources and incorpioraof BART and associated emission
limits into state implementation plans.

As of 2009, Regional Haze will likely have a sigeéint impact only at our Silver Bay Power facilityMinnesota. The State of
Michigan has deemed our Michigan operations exdropt BART. The Minnesota Pollution Control Boardeatly approved the MPCA'’s
BART state implementation plan. Specifically for, thés current plan is estimated to require betw&@million and $10 million in pollution
control expenditure. The EPA must now review arrdhdly approve the state implementation plan. fraped, these requirements will
become effective five years after approval.

Increased Administrative and Legislative Initiasveelated to Coal Mining Activities. Although the focus of significantly increased
government activity related to coal mining in theSUis generally targeted at eliminating or miniimigthe adverse environmental impacts of
mountaintop coal mining practices, these initiagitave the potential to impact all types of coarafions. Specifically, the coordinated
efforts by various federal agencies to minimizeaade environmental consequences of mountaintopjmmimave effectively stopped issuance
of new permits required by most mining projecté\ppalachia. As our facilities do not employ any mtaintop coal mining removal
practices, these initiatives have not caused angnmaimpacts, delays or disruptions to our cqamtions. However, due to the developing
nature of these initiatives and their potentiadligrupt even routine necessary mining and wateanpractices in the coal industry, we are
unable to predict whether these initiatives cowddena material effect on our coal operations inftitgre.
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CERCLA — Proposed Hardrock Mining Financial AsswafRules On July 13, 2009, the EPA provided notice thathardrock
mining industry will be its top priority for devagbing financial responsibility requirements for fé@s that use hazardous substances. The
purpose of these new requirements is to ensur@eators remain financially responsible for clgannder CERCLA. The EPA expects to
propose the new rules by the spring of 2011. Th& EBuly 13, 2009, announcement only provides naticee hardrock mining industry tt
financial responsibility requirements are forthcogyiit does not give guidance on what those ruleeapected to entail. We expect to
comment extensively during the rule making proaesthe necessity and extent of these rules rel&tiw®n ore operations. As such, we are
unable to determine at this time whether theseireouents will have a material impact on our opersi

Mercury TMDL and Minnesota Taconite Mercury Redutistrategy. Mercury TMDL regulations are contained in the Ur8deral
Clean Water Act. As a part of Minnesota’s Mercu DL Implementation Plan, in cooperation with the @R, the taconite industry
developed a Taconite Mercury Reduction Strategysignoed a voluntary agreement to effectuate itedei he strategy includes a 75 percent
reduction of mercury air emissions from pellet péaoy 2025 as a target. It recognizes that meremmgsion control technology currently d
not exist and will be pursued through a researfirtefAny developed technology must be economictdbsible, must not impact pellet
quality, and must not cause excessive corrosiqrilet furnaces, associated duct work and existiegscrubbers on the furnaces.

According to the voluntary agreement, the minestmprsceed with medium and long-term testing of fegechnologies beginning in
2010. Initial testing will be completed on one gjha-grate and one grate-kiln furnace among theemibeveloped mercury emission control
technology must then be installed on all taconitedices by 2025. For us, the requirements in thentary agreement will apply to our Unit
Taconite and Hibbing facilities. At this point iimte, we are unable to predict the potential impatthe Taconite Mercury Reduction
Strategy, as it is just in its research phase natproven technology yet identified.

Selenium Discharge Regulation.Pinnacle owns the closed West Virginia Maitland eqpiwhich continues to discharge groundwater to
Elkhorn Creek under terms of a NPDES permit isduethe West Virginia DEP. On April 30, 2008 the DEPewed the permit and imposed
more stringent effluent quality limitations for ir@and aluminum. Current effluent iron concentratisometimes exceed the new limitation. A
permit appeal was filed with the West Virginia Brovimental Quality Board regarding the reduced htioins and the absence of a compli:
schedule in the permit. In 2009, the West VirgidiaP provided a compliance schedule for meetingnthve limits. We believe Pinnacle will
be able to achieve the new limits without any matewosts or changes in operation.

In West Virginia, new selenium discharge limitsvaécome effective April 6, 2010. Legislation ha&eh passed in West Virginia that
gives DEP the authority to extend the deadlinddoilities to comply with new selenium dischargailis to July 1, 2012, based on application
and approval of the extension. Pinnacle has apfdiethis extension and is awaiting a response fitoenDEP. While the impacts of this new
limit are more associated with surface mining gsosed to Pinnacle’s underground facility, this iegment is likely to affect Pinnacle’s
Smith Branch outfall, which has shown trace amoohtelenium in excess of the future limit. Pineéglong term strategy is to eliminate the
discharge and maintain a closed loop process t&s dot discharge. If the solution proves ineffector reasons unknown at this time,
Pinnacle may be required to implement alternato@rol measures.

Other Developments
For additional information on our environmental taeg, refer to Iltem 3.egal Proceedingand NOTE 11 — ENVIRONMENTAL
AND MINE CLOSURE OBLIGATIONS in Item 8.
Energy
Electricity

WEPCO is the sole supplier of electric power to Bmpire and Tilden mines. The current tariff raagplicable to Tilden and Empire
became effective on January 1, 2009. On July 29 20EPCO filed a new rate case wherein WEPCO pegpas increase to these current
tariff rates. On July 13, 2009, we filed a petittorintervene in the new rate case.
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On September 30, 2009, WEPCO filed with the MPS@awer supply cost recovery (“PSCR”) plan casecédendar year 2010. As
part of its application, WEPCO calculated its pregs 2010 PSCR costs and sought recovery of pramsygower supply costs. On Octobe
2009, Tilden and Empire filed a petition to intameeén WEPCOQ'’s 2010 PSCR plan case on the grouraddtte rates, terms and conditions of
service affected by the proceeding will directlyla@ubstantially impact them. We are currently revig the rate case and the PSCR and
analyzing the potential impact on our Tilden andpifsnmines. If WEPCO is successful in effectuatimng 33 percent rate increase currently
being proposed, our estimated energy costs atTédel Empire in 2010 may be unfavorably impactedfyyroximately $29 million.

Electric power for the Hibbing and United Taconiiaes is supplied by MP. On September 16, 2008nines finalized seven-year
agreements with a term from November 1, 2008 thnddgcember 31, 2015. The agreements were approviek tMinnesota Public Utilities
Commission in 2009.

Silver Bay Power Company, a wholly-owned subsidifrgurs, with a 115 megawatt power plant, providhesmajority of Northshore’s
energy requirements. Silver Bay Power has an iaterection agreement with MP for backup power. $iB&y Power entered into an
agreement to sell 40 megawatts of excess powecitapa Xcel Energy under a contract that extered2@11. In March 2008, Northshore
reactivated one of its furnaces resulting in a tslgar of electrical power of approximately 10 megasvas a result, supplemental electric
power is purchased by Northshore from MP undergaaeanent that is renewable yearly with one-yeanitextion notice required. The
contract expires on June 30, 2011, which coincrdés the expiration of Silver Bay Power’s 40 megéveales agreement with Xcel Energy.

Wabush has a 20-year agreement with Newfoundlam@&Ravhich continues until December 31, 2014. Hyseement allows an
interchange of water rights in return for the poweeds for Wabush'’s mining operations. The Wabedletizing operations in Quebec are
served by Quebec Hydro on an annual contract.

The Oak Grove mine and Concord Preparation Plans@pplied electrical power by Alabama Power uidigre-year contract which
continues in effect until terminated by either paomtoviding written notice to the other in accordamwith applicable rules, regulations, and
rate schedules. Rates of the contract are sulgj@ttange during the term of the contract as regdlay the Alabama Public Service
Commission.

Electrical power to the Pinnacle, Green Ridge Ndsreen Ridge No. 2 mines and the Pinnacle PraparBtant are supplied by the
Appalachian Power Company under two contracts.|iitiean Creek contract was revised in 2008 to inelsdrvice under Appalachian
Power’s lower cost Large Capacity Power PrimaryeSicite and is renewable annually. The next reneatgisdare July 24, 2010 for Indian
Creek and July 4, 2010 for Pinnacle Creek. Bothragts specify the applicable rate schedule, mininmonthly charge and power capacity
furnished. Rates, terms and conditions of the eatdrare subject to the approval of the PubliciS8e@ommission of West Virginia. We are
currently negotiating an amended agreement withadgmhian Power related to the Indian Creek conthaattwill result in Pinnacle taking
increased amounts of power to accommodate expawogiegtions at the mine. This will also result infRacle receiving significantly reduc
tariff rates as a result of the increased amouimp®wer being utilized. The amendment is expeateloet finalized during the first quarter of
2010. The Pinnacle Creek contract will not be daédc

Koolyanobbing and its associated satellite minasvdvower from independent diesel fueled poweratatand generators. Temporary
diesel power generation capacity has been instati¢fie Koolyanobbing operations, allowing suffitiéme for a detailed investigation into
the viability of longterm options such as connecting into the Westestralian South West Interconnected System or piavisf natural ga
or dual fuel (natural gas and diesel) generatinmmcily. These options are not economic for thdlgatenines, which will continue being
powered by diesel generators.

Electrical supply on Cockatoo Island is diesel gatesl. The powerhouse adjacent to the processamg pbwers the shiploader, fuel
farm and the processing plant. The workshop andrashration office is powered by a separate geierat
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Process Fuel

We have contracts providing for the transport dtirel gas for our North American iron ore and agaérations. At North American Ir
Ore, the Empire and Tilden mines have the capghifiburning natural gas, coal, or to a lessermxial. The Hibbing and Northshore mines
have the capability to burn natural gas and oie Umited Taconite mine has the ability to burn coatural gas and coke breeze. Although all
of the U.S. iron ore mines have the capability wiiing natural gas, the pelletizing operationstfigr U.S. iron ore mines utilize alternate fu
when practicable. Wabush has the capability to bilrand coke breeze. Our North American Coal ofena use natural gas and coal to fire
thermal dryers at both the Pinnacle Complex and @alke mine.

RenewaFUEL

We have an approximate 90 percent controlling @gtein renewaFUEL. Founded in 2005, renewaFUEL yred high-quality, dense
fuel cubes made from renewable and consistentlijadol@ components such as corn stalks, switch ggrams, soybean and oat hulls, wood,
and wood byproducts. This is a strategic investrtaattprovides an opportunity to utilize a “greeswlution for further reduction of emissions
consistent with our objective to contain costs anldance efficiencies in a socially responsible reanin addition to the potential use of
renewaFUELS biofuel cubes in our production process, the suti# be marketable to other organizations astam@l substitute for weste
coal and natural gas. In 2008, renewaFUEL annouiteeould build a next-generation biomass fuel pratibn facility near Marquette,
Michigan in addition to the current facility locdtéen Battle Creek, Michigan. The Battle Creek fiaigihas the capacity to produce
approximately 60,000 tons of biofuel annually. Taeility is currently operational, with productiam 2009 of approximately 924 tons. In
early 2009, renewaFUEL received a draft air pefroin MDEQ for the Marquette plant, a significanti@stone in the permitting process.
Engineering and construction was initiated durio@2with production projected to begin by the faugtiarter of 2010. The Marquette plant
is expected to have the capacity to produce 15a@@of high-energy, low-emission biofuel annually

Employees
As of December 31, 2009, we had a total of 5,408leyees.

North Corporate &
North American Asia Pacific
American Support
Iron Ore (1) Coal Iron Ore Services Total
Salariec 774 19¢ 151 30C 1,42
Hourly 3,181 79¢ — 1 3,981
Total 3,95¢ 997 151 301 5,404

(1) Includes our employees and the employees of théhManerican joint venture:
As of December 31, 2009, 66 percent of our empleyesre covered by collective bargaining agreements.

Hourly employees at our Michigan and Minnesota inoa mining operations, excluding Northshore, apresented by the USW. The
four-year labor agreement, which was ratified by tif5W on October 6, 2008, covers approximately@|38W-represented workers at our
Empire and Tilden mines in Michigan, and our Unifextonite and Hibbing mines in Minnesota.

Hourly employees at Wabush are also representédeby SW. Wabush and the USW entered into a colledtargaining agreement in
October 2004, which expired on March 1, 2009. Oprérary 5, 2010, the USW ratified a new five-yedrdaagreement that provides for a 15
percent increase in labor costs over the termevftireement, inclusive of benefits.

Hourly production and maintenance employees aiNauth American Coal mines are represented by thalMVWe entered into
collective bargaining agreements with the UMWA iafgh 2007 that expire on December 31, 2011. Tholkective bargaining agreements
are identical in all material respects to the NBCW&007 between the UMWA and the Bituminous Copéfators’ Association.
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Employees at our Asia Pacific and Latin Americarragions are not represented under collective b@rgpagreements.

Safety

Safety is one of our main priorities. Our North Aman Iron Ore segment had a total reportable antidate, as defined by MSHA, of
2.53 in 2009, compared with the prior year resti?.89. Although the total reportable injury trewds slightly unfavorable, other recognized
safety measures showed marked improvements fro. ZD@ North American Iron Ore segment finishedytbar with a 20 percent
improvement in the all injury frequency rate fro@08. Our North American Coal operations had a tepbrtable incident rate of 5.25
compared with a rate of 8.76 in 2008 and record®d percent improvement in injury severity ratesrfrthe prior year. We have developed
close collaboration between our North American segsto drive further improvements in our safesutts.

At our Asia Pacific Iron Ore operations, Koolyanetiis total reportable incident rate for 2009 was22 compared with the 2008 result
of 2.57. Cockatoo Island reported a total repoetaftident rate of 0.79 in 2009 compared with 5r02008. Asia Pacific Iron Ore safety
statistics include employees and contractors.

Available Information

Our headquarters are located at 200 Public SqGéeeland, Ohio 44114-2315, and our telephone nuaish@16) 694-5700. We are
subject to the reporting requirements of the Exgleafsct and its rules and regulations. The Exchakmaequires us to file reports, proxy
statements and other information with the SEC. €opf these reports and other information can &é amd copied at:

SEC Public Reference Room
100 F Street N.E.
Washington, D.C. 20549

Information on the operation of the Public RefeeeRoom may be obtained by calling the SEC at 1-88C-0330.

The SEC maintains a website that contains repprtsy statements and other information regardisgéss that file electronically with
the SEC. These materials may be obtained electibnioy accessing the SEC’s home pagenatv.sec.gov.

We make available, free of charge on our website Amnual Report on Form 10-K, Quarterly Reportdcanm 10-Q, Current Reports
on Form 8-K and amendments to these reports filddraished pursuant to Section 13(a) or 15(dhefExchange Act, as soon as reasonably
practicable after we electronically file these dmemts with, or furnish them to, the SEC. These dwmits are posted on our website at
www.cliffsnaturalresources.com under “Investors”.

We also make available, free of charge on our weptsie charters of the Audit Committee, Board A& ommittee, Compensation
and Organization Committee and Strategy Committesedl as the Corporate Governance Guidelines € bde of Business Conduct &
Ethics adopted by our Board of Directors. Thesaudwnts are posted on our websitevatw.cliffsnaturalresources.com under “Investors”
select the “Corporate Governance” link.

References to our website do not constitute inaatmn by reference of the information containedan website, and such information
is not part of this Form 10-K.

Copies of the above referenced information wilbdle made available, free of charge, by calling}BB45700 or upon written reque
to:

Cliffs Natural Resources Inc.
Investor Relations

200 Public Square
Cleveland, OH 44114-2315

19



Table of Contents

EXECUTIVE OFFICERS OF THE REGISTRANT

Set forth below are: (1) the names and ages @altutive and certain other officers of the Compainiyebruary 18, 2010, (2) all
positions with the Company presently held by earthgerson and (3) the positions held by, and pé@reas of responsibility of, each si
person during the last five years.

Name Position(s) Held Age
Joseph A. Carrabt Chairman, President and Chief Executive Off 57
Laurie Brlas Executive Vice Preside— Chief Financial Officel 52
Donald J. Gallaghe President, North American Business L 57
William A. Brake, Jr. Executive Vice Preside— Human and Technical Resourc 49
William R. Calfee Executive Vice Preside— Commercial, North American Iron O 63
William C. Boor Senior Vice Presidel— Business Developme 43
Richard R. Meha Senior Vice President, President and Chief Exeeufifficer— Cliffs Asia Pacific 56
Duncan Price Senior Vice Presidel— Managing Director of Asia Pacific Iron O 54
Duke D. Vetor Senior Vice Presidel— North American Coa 51
George W. Hawk, J General Counsel and Secret 53
Terrance M. Paradi Vice Presiden— Corporate Controller and Chief Accounting Offi 41

There is no family relationship between any of exeecutive officers, or between any of our executifficers and any of our directors.
Officers are elected to serve until successors baea elected. All of the above named officers vedeeted effective on the dates listed be
for each such officer.

Joseph A. Carrabbhas been Chairman, President and Chief Executified®bf Cliffs since May 8, 2007. Mr. Carrabba\sett as
Cliffs’ President and Chief Executive Officer frdaeptember 2006 through May 8, 2007 and as Cliffssiéent and Chief Operating Officer
from May 2005 to September 2006. Mr. Carrabba pigsly served as President and Chief Operating €ffi€ Diavik Diamond Mines, Inc.
from April 2003 to May 2005, a subsidiary of RianTa plc., an international mining group. Mr. Cafralis a Director of KeyCorp and
Newmont Mining Corporatior

Laurie Brlashas served as Executive Vice President — Chiefrigiiah Officer of Cliffs since March 2008. Ms. Brlasrved as Cliffs’
Senior Vice President — Chief Financial Officerrfr@ctober 2007 through March 2008. From Decemb@6 20 October 2007, Ms. Brlas
served as Senior Vice President — Chief Financft€ and Treasurer of Cliffs. From April 2000 Beecember 2006, Ms. Brlas was Senior
Vice President — Chief Financial Officer of STERT®rporation. In addition, Ms. Brlas is a DirectéiRerrigo Company.

Donald J. Gallaghehas served as President, North American Businegb@liffs since November 2007. From December @09
November 2007, Mr. Gallagher served as PresidestthNmerican Iron Ore. From July 2006 to Decent@06, Mr. Gallagher served
President, North American Iron Ore, and Acting €Rimancial Officer and Treasurer of Cliffs. Fromay12005 to July 2006, Mr. Gallagher
was Executive Vice President, Chief Financial Qffiand Treasurer of Cliffs. From July 2003 to M&02, Mr. Gallagher served as Senior
Vice President, Chief Financial Officer and Treaswf Cliffs.

William A. Brake, Jrhas served as Executive Vice President, Human antnical Resources of Cliffs since November 2008w
Mr. Brake assumed responsibility for human resauer@l labor relations in addition to his previoesponsibilities. From April 2007 until
November 2008, Mr. Brake served as Executive Viasident, Cliffs Metallics and Chief Technical @#r. From January 2006 to Aug!
2006, Mr. Brake was Executive Vice President — @pens of Mittal Steel USA and from March 2005 &mdary 2006, he served as
Executive Vice President — Operations East at M8tael USA. From March 2003 to March 2005, Mr. lBravas Vice President and
General Manager of International Steel Group.

William R. Calfeéhas served as Executive Vice Presiden€emmercial, North American Iron Ore of Cliffs sindely 2006. From 19¢
to July 2006, Mr. Calfee served as Executive VicesRlent — Commercial of Cliffs.
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William C. Boorhas served as Senior Vice President, Business @aveint of Cliffs since May 2007. Mr. Boor servedea®cutive
Vice President —Strategy and Development at American Gypsum Csulfsidiary of Eagle Materials Inc.) from Februa®@2 to April 200°
and Senior Vice President — Corporate Developmedtiavestor Relations at Eagle Materials Inc. fildisty 2002 to February 2005.

Mr. Boor is a Director of Cavco Industries, Incddms served as Chairman of its Audit Committeees2009.

Richard R. Mehahas served as Senior Vice President, PresidenChied Executive Officer — Cliffs Asia Pacific sindanuary 2007
in addition to serving as Managing Director of @liAsia Pacific Iron Ore Holdings Pty Ltd (forme#tpown as Portman Limited), which
Mr. Mehan has served since 2005. Prior to thatyéet 1998 and 2005, Mr. Mehan held the roles ofeG#mManager — Iron Ore, General
Manager — Marketing and Chief Operating Officer.

Duncan Pricehas served as Senior Vice President — Managingfoiref Asia Pacific Iron Ore since March 2009. Rrice served as
Chief Executive Officer, Portman Limited from 20@72009. Prior to joining Cliffs, Mr. Price servaed Project Director at Sinosteel/Midwest
Joint Venture from 2006 to 2007 and Managing Doeet Rio Tinto Group from 1996 to 2006.

Duke D. Vetohas served as Senior Vice President, North Amef@zzal of Cliffs since November 2007. From July 2@@®&ovember
2007, Mr. Vetor served as Vice President — Openatie- North American Iron Ore of Cliffs. Mr. Vetoras General Manager of Safety and
Operations Improvement of Cliffs from December 26@3uly 2006. From 2003 to November 2005, Mr. Vegrved as Vice President —
Operations of Diavik Diamond Mines.

George W. Hawk, Jhas served as General Counsel and Secretary & €ltice January 2005. Prior to that, Mr. Hawk edras
Assistant General Counsel and Secretary of ClitfmfAugust 2003 to December 2004.

Terrance M. Paradidas served as Vice President — Corporate ContratidrChief Accounting Officer of Cliffs since J@09 when
Mr. Paradie was appointed to the additional pasitibChief Accounting Officer in addition to hisguious responsibilities. Mr. Paradie
served as Cliffs’ Vice President — Corporate Cdigrdrom October 2007 through July 2009. Priojdiming Cliffs, Mr. Paradie served
international accounting and consulting firm KPMGR_since 1992 in a variety of roles, most recea#iyan audit partner.

Item 1A. Risk Factors.
The global economic crisis created uncertainty andould continue to adversely affect our business.

The global economic crisis adversely affected aisifiess and impacted our financial results. Abaf customers announced
curtailments of production, which adversely affelctiee demand for our iron ore and coal produc0i@9. A continuation or worsening of
current economic conditions, a prolonged globaional or regional economic recession or other &érat could produce major changes in
demand patterns, could have a material adverset @ffieour sales, margins and profitability. We o€ able to predict whether the global
economic crisis will continue or worsen and the éwipit may have on our operations and the industgeneral going forward.

The global economic crisis resulted in downward pr&sure on prices for iron ore and metallurgical coal

The global economic crisis resulted in a great dépressure from customers, particularly in Chioaa roll back of the 2008 price
increases for seaborne iron ore and metallurgimallio 2009. The 2008 record price increase wagdrby high demand for iron ore and
coking coal, historically high levels of global steroduction, and tight supply conditions for irore and coking coal due to production and
logistics constraints. None of these conditionstex in early 2009 during the global economic sriand the market was characterized by a
collapse in steel demand and limited global denfan@on ore and coking coal. Reduced demand far ore and coking coal resulted in
decreased demand for our products and decreasoes presulting in lower revenue levels in 2009] dacreasing margins as a result of
decreased production, and adversely affecting esults of operations, financial condition and ldjtyi. Although the global economic
outlook has improved in 2010, with the demand feekand steel-making products improving, anotisenemic
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downturn is a possibility, and if such a downturare/to occur during 2010, we would likely see daseel demand for our products and
decreasing prices, resulting in lower revenue kweld decreasing margins in 2010.

Negative economic conditions may adversely impadie ability of our customers to meet their obligatios to us on a timely basis or at
all.

Although we have contractual commitments for sailesur North American Iron Ore business for 2018 Aryond, the recent decline
the economy, as well as any further decline, masmly impact the ability of our customers to nteeir obligations to us on a timely basis
or at all. In light of the current economic envinoent, we are in continual discussions with our @ugtrs regarding our supply agreements.
These discussions may result in the modificatioawfsupply agreements. Any modifications to oypdy agreements could adversely
impact our sales, margins, profitability and cdskwé. These discussions or actions by our custoomrl also result in contractual disputes,
which could ultimately require arbitration or liéijon, either of which could be time consuming andtly. Any such disputes could adversely
impact our sales, margins, profitability and caskw§.

Coal mining is complex due to geological charactesiics of the region.

The geological characteristics of coal reservesh 1$ depth of overburden and coal seam thicknesse them complex and costly to
mine. As mines become depleted, replacement researag not be available when required or, if avédaimay not be capable of being mined
at costs comparable to those characteristic oflépéeting mines, and in turn, decisions to deferendevelopment activities may adversely
impact our ability to substantially increase futaoal production. These factors could materiallyeadely affect our mining operations and
cost structures, which could adversely affect @les profitability and cash flows.

Anti-takeover provisions could make it more difficut for a third party to acquire us.

Our rights plan may make it more difficult for arthparty to acquire us in a transaction. AdditiynaOhio corporate law provides that
certain notice and informational filings and spéslareholder meeting and voting procedures mullmved prior to consummation of a
proposed “control share acquisition” as definethiznOhio Revised Code. Assuming compliance withpttescribed notice and information
filings, a proposed control share acquisition mayrtade only if, at a special meeting of sharehsldée acquisition is approved by both a
majority of our voting power represented at the tingeand a majority of the voting power remainiriteaexcluding the combined voting of
the “interested sharesas defined in the Ohio Revised Code. Our rightagpbnd the application of these provisions of thio®evised Cod
could have the effect of delaying or preventindharge of control.

Capacity expansions within the industry could leado lower global iron ore and coal prices or impacbur production.

The increased demand for iron ore and coal, paatigu'rom China, has resulted in the major iroe and metallurgical coal suppliers
announcing plans to increase their capacity. Irctiveent economic environment, any increase incoampetitors’ capacity could result in
excess supply of iron ore and coal, resulting anéased downward pressure on prices. A decregseing would adversely impact our sal
margins and profitability.

If steelImakers use methods other than blast furnacproduction to produce steel, or if their blast fumaces shut down or otherwise
reduce production, the demand for our iron ore andcoal products may decrease.

Demand for our iron ore and coal products is deitgthby the operating rates for the blast furnatedeel companies. However, not
finished steel is produced by blast furnaces; ffieissteel also may be produced by other methotisléhaot require iron ore products. For
example, steel “mini-mills,” which are steel re@rs, generally produce steel primarily by usingapateel and other iron products, not iron
ore pellets, in their electric furnaces. Productibsteel by steel mini-mills was approximatelyf@)cent of North American total finished
steel production in 2009. North American steel picats also can produce steel using imported ireroosemifinished steel products, whi
eliminates the need for domestic iron ore. Envirental restrictions on the use of blast furnaces mlay reduce our customers’ use of their
blast furnaces. Maintenance of blast furnaces equire substantial capital expenditures. Our custesrmay choose not to maintain their b
furnaces, and some
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of our customers may not have the resources neydssadequately maintain their blast furnacesuif customers use methods to produce
steel that do not use iron ore and coal produetsiashd for our iron ore and coal products will dasee which could adversely affect our st
margins and profitability.

A substantial majority of our sales are made undeterm supply agreements to a limited number of custmers, which are important to
the stability and profitability of our operations.

In 2009, virtually all of our North American Ironr®sales volume, the majority of our North Ameri€mal sales, and virtually all of
our Asia Pacific Iron Ore sales were sold undantsupply agreements to a limited number of custentéve customers together accounted
for approximately 80 percent of our North Ameridaom ore and coal sales revenues (representing thare50 percent of our overall
revenues). For North American Coal, these agreesrigpically cover a twelve-month period and aradgity renewed each year. The Asia
Pacific Iron Ore contracts expire in 2012. Our lokimerican Iron Ore contracts have an average mentaduration of 5.5 years. We cannot
be certain that we will be able to renew or replaxisting term supply agreements at the same volawets, prices or with similar profit
margins when they expire. A loss of sales to oisting customers could have a substantial negatipact on our sales, margins and
profitability.

Our North American Iron Ore term supply agreement#tain a number of price adjustment provisiongrare escalators, including
adjustments based on general industrial inflatadag, the price of steel and the internationalkpoiciron ore pellets, among other factors, that
allow us to adjust the prices under those agreesygmterally on an annual basis. Our price adjudtprewisions are weighted and some are
subject to annual collars, which limit our abilityraise prices to match international levels arnly ttapitalize on strong demand for iron ore.
Most of our North American Iron Ore term supply egments do not otherwise allow us to increase necepand to directly pass through
higher production costs to our customers. An inighib increase prices or pass along increased oostld adversely affect our margins and
profitability.

The availability of capital for exploration, acquistions and mine development may be limited.

We expect to grow our business and presence agexnational mining company by continuing to expaoth geographically and
through the minerals that we mine and market. Texete on this strategy we will need to have acttetise capital markets to finance
exploration, acquisitions and development of mirpngperties. During the global economic crisis asde capital to finance new projects
acquisitions is extremely limited. If we are unatdeaccess the capital markets, our ability to ateon our growth strategy will be negatively
impacted.

Our ability to collect payments from our customersdepends on their creditworthiness.

Our ability to receive payment for products sold @elivered to our customers depends on the creditiness of our customers. With
respect to our North American Coal and Asia Padifia Ore business units, payment is typically nee as the products are shipped.
However, in our North American Iron Ore businest, wenerally, we deliver iron ore products to sustomers’ facilities in advance of
payment for those products. Although title and n$koss with respect to those products does ngg pathe customer until payment for the
pellets is received, there is typically a periodiofe in which pellets, for which we have resertifd, are within our customers’ control.
Consolidations in some of the industries in whicih customers operate have created larger custosweme of which are highly leveraged.
These factors have caused some customers to bgrtéitable and increased our exposure to creskt Current credit markets are highly
volatile, and some of our customers are highlydaged. A significant adverse change in the findranid/or credit position of a customer
could require us to assume greater credit riskingldo that customer and could limit our abilitydollect receivables. Failure to receive
payment from our customers for products that westdelivered could adversely affect our resultsp#rations, financial condition and
liquidity.

Mine closures entail substantial costs, and if wdase one or more of our mines sooner than anticipadl, our results of operations and
financial condition may be significantly and adversly affected.

If we close any of our mines, our revenues woulddaiced unless we were able to increase produatioar other mines, which may
not be possible. The closure of a mining operationlves significant fixed closure
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costs, including accelerated employment legacyscgsiverance-related obligations, reclamation éimer @nvironmental costs, and the costs
of terminating long-term obligations, including egy contracts and equipment leases. We base oumasens regarding the life of our
mines on detailed studies we perform from timertet but those studies and assumptions are subjecicertainties and estimates that may
not be accurate. We recognize the costs of realgimopen pits and shafts, stockpiles, tailings ppratsds and other mining support areas
based on the estimated mining life of our propdftye were to significantly reduce the estimatiéel of any of our mines, the mine-closure
costs would be applied to a shorter period of petida, which would increase production costs pergmduced and could significantly and
adversely affect our results of operations andnione condition.

A North American mine permanent closure could digantly increase and accelerate employment legasys, including our expense
and funding costs for pension and other postregrdrbenefit obligations. A number of employees widg eligible for immediate retirement
under special eligibility rules that apply upon menclosure. All employees eligible for immediag¢irement under the pension plans at the
time of the permanent mine closure also would gghdé for postretirement health and life insurabemefits, thereby accelerating our
obligation to provide these benefits. Certain ntlwsures would precipitate a pension closure lighsignificantly greater than an ongoing
operation liability. Finally, a permanent mine alos could trigger severance-related obligationsckvban equal up to eight weeks of pay per
employee, depending on length of service. No eng@m@ntitled to an immediate pension upon closueerafne is entitled to severance. As a
result, the closure of one or more of our minedacadversely affect our financial condition andules of operations.

We rely on estimates of our recoverable reserveshich is complex due to geological characteristics the properties and the number
of assumptions made.

We regularly evaluate our North American iron onel @oal reserves based on revenues and costs datbupem as required in
accordance with SEC Industry Guide 7. Asia Padtifio Ore and Sonoma have published reserves whltdwf JORC in Australia, which is
similar to United States requirements. Changebdaéserve value to make them comply with SEC reqments have been made. There are
numerous uncertainties inherent in estimating gtiestof reserves of our mines, including many desteyond our control.

Estimates of reserves and future net cash flowsssaeily depend upon a number of variable factodssssumptions, such as produc
capacity, effects of regulations by governmentaaies, future prices for iron ore and coal, fuindustry conditions and operating costs,
severance and excise taxes, development costoatdlaf extraction and reclamation, all of whichyrirafact vary considerably from actual
results. For these reasons, estimates of the edoalbynrecoverable quantities of mineralized defmoattributable to any particular group of
properties, classifications of such reserves basatkk of recovery and estimates of future nehdbmswvs prepared by different engineers or
by the same engineers at different times may valogtaintially as the criteria change. Estimatedaoigkcoal reserves could be affected by
future industry conditions, geological conditiomslaongoing mine planning. Actual production, revenand expenditures with respect to our
reserves will likely vary from estimates, and itbwariances are material, our sales and profitalmibuld be adversely affected.

We rely on our joint venture partners in our minesto meet their payment obligations and are subjecta risks involving the acts or
omissions of our joint venture partners when we ar@ot the manager of the joint venture.

We co-own and manage three of our six North American ore mines with various joint venture partntirat are integrated steel
producers or their subsidiaries, including Arceldt®d USA and U.S. Steel Canada Inc. We also owmanifly interests in mines located in
Brazil and Australia that we do not manage. We oglyour joint venture partners to make their regghicapital contributions and to pay for
their share of the iron ore pellets that each jeamture produces. Our North American venture astare also our customers. If one or more
of our venture partners fail to perform their obligns, the remaining venturers, including oursglveay be required to assume additional
material obligations, including significant pensimmd postretirement health and
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life insurance benefit obligations. The prematdosare of a mine due to the failure of a joint weatpartner to perform its obligations could
result in significant fixed minelosure costs, including severance, employmentiegasts and other employment costs, reclamatidrotirel
environmental costs, and the costs of terminatimgterm obligations, including energy contractd aquipment leases.

We cannot control the actions of our joint ventpagtners, especially when we have a minority irgeirea joint venture and are not
designated as the manager of the joint venturgh&yrin spite of performing customary due diligemeior to entering into a joint venture,
cannot guarantee full disclosure of prior actsmissions of the sellers or those with whom we eintier joint ventures. Such risks could have
a material adverse effect on the business, reslutiperations or financial condition of our joirgnture interests.

Our expenditures for postretirement benefit and pesion obligations could be materially higher than wéhave predicted if our
underlying assumptions prove to be incorrect, if tiere are mine closures or our joint venture partnerdail to perform their obligations
that relate to employee pension plans.

We provide defined benefit pension plans and ORE&8igible union and noownion employees in North America, including ourrehaf
expense and funding obligations with respect taounaolidated ventures. Our pension expense ancequired contributions to our pension
plans are directly affected by the value of plasets the projected and actual rate of return an atsets and the actuarial assumptions w
to measure our defined benefit pension plan oliigat including the rate at which future obligasaare discounted.

We cannot predict whether changing market or ecanoonditions such as the current economic crisgulatory changes or other
factors will increase our pension expenses or wudihg obligations, diverting funds we would othessvapply to other uses.

We have calculated our unfunded pension and OPHBations based on a number of assumptions. lagsumptions do not
materialize as expected, cash expenditures and ttwtwe incur could be materially higher. Morepwee cannot be certain that regulatory
changes will not increase our obligations to previgese or additional benefits. These obligatidss may increase substantially in the event
of adverse medical cost trends or unexpected odtesrly retirement, particularly for bargainingituretirees for whom there is currently no
retiree healthcare cost cap. Early retirement fétely would increase substantially in the evehaanine closure.

Our sales and competitive position depend on the dity to transport our products to our customers atcompetitive rates and in a
timely manner.

In our North American operations, disruption of take freighter and rail transportation servicesause of weather-related problems,
including ice and winter weather conditions on @reat Lakes, strikes, lock-outs or other events|cconpair our ability to supply iron ore
pellets to our customers at competitive rates artimely manner and, thus, could adversely affectsales and profitability. Similarly, our
North American coal operations depend on intermafifreighter and rail transportation servicesywati as the availability of dock capacit
and any disruptions to such could impair our aptlit supply coal to our customers at competitivesar in a timely manner and, thus, could
adversely affect our sales and profitability. Farttreduced levels of government funding may reéaudtlesser level of dredging, particularly
at Great Lakes ports. Less dredging results inlavager levels, which restricts the tonnage fregghican haul over the Great Lakes, resulting
in higher freight rates.

Our Asia Pacific iron ore and coal operations dse dependent upon rail and port capacity. Disangstiin rail service or availability of
dock capacity could similarly impair our ability soipply iron ore and coal to our customers, thesetwersely affecting our sales and
profitability. In addition, our Asia Pacific irorre operations are also in direct competition wiih major world seaborne exporters of iron ore
and our customers face higher transportation ¢batsmost other Australian producers to ship oadpcts to the Asian markets because of
the location of our major shipping port on the $otast of Australia. Further, increases in trartsgion costs, decreased availability of oc
vessels or changes in such costs relative to toatagon costs incurred by our competitors, coulikenour products less competitive, restrict
our access to certain markets and have an adviéest @ our sales, margins and profitability.
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Our operating expenses could increase significantif the price of electrical power, fuel or other eergy sources increases.

Operating expenses at all of our mining locatiarssensitive to changes in electricity prices ared prices, including diesel fuel and
natural gas prices. In our North American Iron @eations, for example, these items make up appratély 20 percent of our North
American Iron Ore operating costs. Prices for eleity, natural gas and fuel oils can fluctuate @hdwith availability and demand levels fr
other users. During periods of peak usage, suppfieaergy may be curtailed and we may not be @hpeirchase them at historical rates.
While we have some long-term contracts with eleatrsuppliers, we are exposed to fluctuations erg@ycosts that can affect our production
costs. As an example, WEPCO has filed a rate céhalve Michigan Public Utilities Commission reqtieg a 33 percent increase in rates
from its rate payers, including our Empire and &iidnines. We enter into forward fixed-price supgyntracts for natural gas and diesel fuel
for use in our operations. Those contracts arerofdd duration and do not cover all of our fuekds, and price increases in fuel costs could
cause our profitability to decrease significantly.

Natural disasters, weather conditions, disruption benergy, unanticipated geological conditions, eqnment failures, and other
unexpected events may lead our customers, our sujgis, or our facilities to curtail production or shut down their operations.

Operating levels within the industry are subjeaim@xpected conditions and events that are beyenohtlustry’s control. Those events
could cause industry members or their suppliecuttail production or shut down a portion or allteéir operations, which could reduce the
demand for our iron ore and coal products, anddccadiersely affect our sales, margins, and prafitab

Interruptions in production capabilities will inéably increase our production costs and reducemfitability. We do not have
meaningful excess capacity for current productieads, and we are not able to quickly increase ptamuat one mine to offset an
interruption in production at another mine.

A portion of our production costs are fixed regasdl of current operating levels. As noted, our apeg levels are subject to conditions
beyond our control that can delay deliveries oréase the cost of mining at particular mines foywey lengths of time. These conditions
include weather conditions (for example, extremetari weather, floods and availability of processendue to drought) and natural disast
pit wall failures, unanticipated geological conglits, including variations in the amount of rock aod overlying the deposits of iron ore and
coal, variations in rock and other natural matsr&ld variations in geologic conditions and oreessing changes.

The manufacturing processes that take place imining operations, as well as in our processingifi@s, depend on critical pieces of
equipment. This equipment may, on occasion, b@bskrvice because of unanticipated failures. lditamh, many of our mines and
processing facilities have been in operation feesa decades, and the equipment is aged. In thesfuve may experience additional matt
plant shutdowns or periods of reduced productiarabse of equipment failures. Further, remediatioeng interruption in production
capability may require us to make large capitaleexjitures that could have a negative effect orpoafitability and cash flows. Our business
interruption insurance would not cover all of thetlrevenues associated with equipment failuresgesterm business disruptions could
result in a loss of customers, which could advegraékct our future sales levels, and thereforeprafitability.

Regarding the impact of unexpected events happéaiogr suppliers, many of our mines are dependerne source for electric pov
and for natural gas. A significant interruptionsiervice from our energy suppliers due to terrorisegther conditions, natural disasters, or
other cause can result in substantial losses thgtrmat be fully recoverable, either from our busmaterruption insurance or responsible
third parties.

We are subject to extensive governmental regulatigiwvhich imposes, and will continue to impose, sigicant costs and liabilities on us,
and future regulation could increase those costs drliabilities or limit our ability to produce iron ore and coal products.

We are subject to various federal, provincial,estatd local laws and regulations in each jurisolictn which we have operations on
matters such as employee health and safety, dityqweater pollution, plant and
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wildlife protection, reclamation and restorationnaifhing properties, the discharge of materials thevenvironment, and the effects that
mining has on groundwater quality and availabilityumerous governmental permits and approvals apginel for our operations. We cannot
be certain that we have been or will be at all Srimecomplete compliance with such laws, regulaiand permits. If we violate or fail to
comply with these laws, regulations or permits,aeald be fined or otherwise sanctioned by regusator

Prior to commencement of mining, we must subménd obtain approval from the appropriate regulatuthority of plans showing
where and how mining and reclamation operationsaoecur. These plans must include informatiorhsagthe location of mining areas,
stockpiles, surface waters, haul roads, tailingsriseand drainage from mining operations. All reguients imposed by any such authority
may be costly and time-consuming and may delay cenwement or continuation of exploration or produtiperations. In addition, new
legislation and regulations and orders, includingppsals related to climate change and protectidheoenvironment, to which we would be
subject or that would further regulate and tax@istomers, namely the North American integrateel gieducer customers, may also require
us or our customers to reduce or otherwise chapgeations significantly or incur additional cossich new legislation, regulations or ord
if enacted, could have a material adverse effectwsrbusiness, results of operations, financiabdtn or profitability.

Further, we are subject to a variety of potentability exposures arising at certain sites wheesd® not currently conduct operations.
These sites include sites where we formerly coratlizbn ore mining or processing or other operatigmactive sites that we currently own,
predecessor sites, acquired sites, leased larsdagitethird-party waste disposal sites. We maydmeed as a responsible party at other sites in
the future and we cannot be certain that the asstsciated with these additional sites will notriserial.

We also could be held liable for any and all conseges arising out of human exposure to hazarddastances used, released or
disposed of by us or other environmental damagédyding damage to natural resources. In particwarand certain of our subsidiaries are
involved in various claims relating to the exposof@sbestos and silica to seamen who sailed oGitbat Lakes vessels formerly owned and
operated by certain of our subsidiaries. The fajppact of these claims, as well as whether insuraaeerage will be sufficient and whether
other defendants named in these claims will be @blend any costs arising out of these claimstiooes to be unknown.

Our North American coal operations are subject tomcreasing levels of regulatory oversight, making itnore difficult to obtain and
maintain necessary operating permits.

The current political and regulatory environmenthia U.S. is negatively disposed toward coal minimigh particular focus on certain
categories of mining such as mountaintop remodiriues. Although we do not engage in mountainéopoval coal mining, our coal
mining operations in North America are subjectoréasing levels of scrutiny. Although the focusighificantly increased government
activity related to coal mining in the U.S. is geally targeted at eliminating or minimizing the adse environmental impacts of mountaintop
coal mining practices, these initiatives have thgeptial to impact all types of coal operation sinvarious regulatory agencies have effecti
stopped the issuance of new permits required byt ouad mining projects. These regulatory initiafv@uld cause material impacts, delays or
disruptions to our coal operations due to our iliigtio obtain new permits or modifications or arderents to existing permits.

Underground mining is subject to increased safetyagulation and may require us to incur additional cet.

Recent mine disasters have led to the enactmentarsideration of significant new federal and states and regulations relating to
safety in underground coal mines. These laws agulatons include requirements for constructing arantaining caches for the storage of
additional self-contained self rescuers throughmaterground mines; installing rescue chambers derground mines; constant tracking of
and communication with personnel in the mineszaillisg cable lifelines from the mine portal to a#ictions of the mine to assist in emerge
escape; submission and approval of emergency respgans; and new and additional safety trainirdgifonally, new requirements for the
prompt reporting of accidents and increased fimespgenalties for violations of these and existiegulations have been implemented. These
new laws and regulations may cause us to incurtauotisl additional costs, which may adversely impag operating performance.
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Our profitability could be negatively affected if we fail to maintain satisfactory labor relations.

The USW represents all hourly employees at ourtiNarherican Iron Ore locations except for Northshditee UMWA represents
hourly employees at our North American Coal loaatiocOn October 6, 2008, we entered into a four-lasor agreement with the USW that
covers approximately 2,300 USW-represented workeosir Empire and Tilden mines in Michigan, and Duited Taconite and Hibbing
mines in Minnesota. The five-year agreement cogeour Canadian workforce expired on March 1, 200%.ebruary 2010, we entered into a
new five-year labor agreement with the USW for Wlabush mine. The agreement provides for a 15 pencerease in labor costs over the
term of the agreement, inclusive of benefits. Thneent UMWA agreement runs through 2011 at our tmadtions. Hourly employees at the
railroads we own that transport products amondaxilities are represented by multiple unions vdthor agreements that expire at various
dates. If the collective bargaining agreementdirgjao the employees at our mines or railroadsatesuccessfully renegotiated prior to their
expiration, we could face work stoppages or lafdkes.

We may encounter labor shortages for critical operional positions, which could affect our ability toproduce our products.

Prior to the global economic crisis, the global iminindustry was facing a critical shortage of esisé skilled employees. Competition
for the available workers was limiting our ability attract and retain employees prior to the glesanomic crisis.

Despite the current economic downturn, we are ptiedj a long term shortage of skilled workers foe thining industry. At our mining
locations, many of our mining operational employaesapproaching retirement age. As these expedkeamployees retire, we may have
difficulty replacing them at competitive wages. @sesult, wages are increasing to address thevernim addition, when the global economy
recovers, we will again be under increasing presguretain our existing skilled workers, which ktbresult in higher wages.

Our profitability could be affected by the failure of outside contractors to perform.

Asia Pacific Iron Ore and Sonoma use contractotatalle many of the operational phases of theiingiand processing operations
therefore are subject to the performance of outsishepanies on key production areas.

We may be unable to successfully identify, acquiraend integrate strategic acquisition candidates.

Our ability to grow successfully through acquisisodepends upon our ability to identify, negotiatanplete and integrate suitable
acquisitions and to obtain necessary financinig. iossible that we will be unable to successfalignplete potential acquisitions. In addition,
the costs of acquiring other businesses could aserd competition for acquisition candidates iases. Additionally, the success of an
acquisition is subject to other risks and uncetitsn including our ability to realize operatindieiencies expected from an acquisition, the
size or quality of the resource, delays in reatjzime benefits of an acquisition, difficulties Etaining key employees, customers or suppliers
of the acquired businesses, difficulties in mamitag uniform controls, procedures, standards atidips throughout acquired companies, the
risks associated with the assumption of contingenindisclosed liabilities of acquisition targetse impact of changes to our allocation of
purchase price, and the ability to generate futash flows or the availability of financing.

We must continually replace reserves depleted by pduction. Our exploration activities may not resultin additional discoveries.

Our ability to replenish our ore reserves is imanttto our long-term viability. Depleted ore reseswmust be replaced by further
delineation of existing ore bodies or by locatirggudeposits in order to maintain production lewelsr the long term. Resource exploration
and development are highly speculative in naturg.&ploration projects involve many risks, requitdstantial expenditures and may not
result in the discovery of sufficient additionalnaral deposits that can be mined profitably. Onsieawith mineralization is discovered, it
may take several years from the initial phasesitifind) until production is possible, during whit¢ime the economic feasibility of production
may change. Substantial expenditures are requiredttiblish recoverable
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proven and probable reserves and to construct mamia processing facilities. As a result, themeoisassurance that current or future
exploration programs will be successful. Thereiiskthat depletion of reserves will not be offegtdiscoveries or acquisitions.

We are subject to risks involving operations in muiple countries.

We have a strategy to broaden our scope as a suppiron ore and other raw materials to the glaft@grated steel industry. As we
expand beyond our traditional North American bassiress, we will be subject to additional risksdreythose risks relating to our North
American operations, such as currency fluctuatiteggl and tax limitations on our ability to repate earnings in a tax-efficient manner;
potential negative international impacts resulfirggn U.S. foreign and domestic policies, includgmvernment embargoes or foreign trade
restrictions; the imposition of duties, tariffs,port and export controls and other trade barrimgsicting the seaborne iron ore and coal
markets; difficulties in staffing and managing nvalational operations; and uncertainties in theosgment of legal rights and remedies in
multiple jurisdictions. If we are unable to managecessfully the risks associated with expandinggtabal business, these risks could ha
material adverse effect on our business, resulbgperations or financial condition.

We are subject to a variety of market risks.

Market risks include those caused by changes indghee of equity investments, changes in commatityes, interest rates and foreign
currency exchange rates. We have established gpkaid procedures to manage such risks, howevaircasks are beyond our control.
ltem 1B. Unresolved Staff Comments.

There are no comments that remain unresolved thateeived more than 180 days before the end dismal year to which this report
relates. On September 29, 2009 and December 29, 2@0received comments from the SEC on our ForsK 1@ the fiscal year ended
December 31, 2008 and our Form 10-Q for the figoakters ended March 31, 2009, June 30, 2009, eptt®ber 30, 2009 which we
responded to on October 16, 2009 and January 2®, 28spectively. We have not received any furttoenments on our responses as of the
date of this filing.

Item 2. Properties.
The following map shows the locations of our operst:
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General Information about the Mines

Mining Rights and Leases. Mining is conducted on multiple mineral leases hgwarying expiration dates. Mining leases areinaly
renegotiated and renewed as they approach theectge expiration dates.

Geological Composition. All iron ore mining operations are open-pit minkattare in production. Additional pit developmest i
underway at each mine as required by long-range plsns. At our North American Iron Ore mines,loh@ programs are conducted
periodically for the purpose of refining guidanedated to ongoing operations.

The Biwabik, Negaunee, and Wabush Iron Formatioaeskassified as Lake Superior type iron-formatithat formed under similar
sedimentary conditions in shallow marine basing@xmately two billion years ago. Magnetite and la¢ite are the predominant iron oxide
ore minerals present, with lesser amounts of geérid limonite. Chert is the predominant wasteemghpresent, with lesser amounts of
silicate and carbonate minerals. The ore mineitadsdte from the waste minerals upon fine grinding.

All North American Coal mine operations are undetgrd mines that are in production. Drilling progsaare conducted periodically 1
the purpose of refining guidance related to ongaoipgrations. The Pocahontas No. 3 and Blue Creek &mams are Pennsylvanian Age low
ash, high quality coals.

At Koolyanobbing, an exploration program began00& targeting extensions to the iron ore resouase pand regional exploration
targets in the Yilgarn Mineral Field were active2@09. At Cockatoo Island, feasibility studies haeen completed for a below-sea-level
eastward mine pit extension. The Stage 3 extensamreviewed by the regulators and approved in Aug008. Production at Cockatoo
Island ended during 2008 due to construction ors®Baof the seawall, which is expected to exteodytion for approximately two
additional years. In April 2009, an unanticipatetdsidence of the seawall occurred. As a resultjymtion from the mine has been delayed.
Production is not expected to resume until the fiedf of 2011 once the seawall is completed.

The mineralization at the Koolyanobbing operatimngredominantly hematite and goethite replacemiengseenstone-hosted banded
iron-formations. Individual deposits tend to be 8mdéth complex ore-waste contact relationshipse Koolyanobbing operations reserves are
derived from 13 separate mineral deposits distedbaver a 60-mile operating radius. The minerabimaat Cockatoo Island is predominantly
soft, hematite-rich sandstone that produces prenhiigim grade, low impurity direct shipping fines.

Mineralized material at the Amapa mine is predomilyaghematite occurring in weathered and leachegmgstone-hosted banded iron-
formation of the Archean Vila Nova Group. Variablegrees of leaching generate soft hematite mizatadn suitable for either sinter feed
production via crushing and gravity separationatgtizing feed production via grinding and flotati

In Australia, the Sonoma mine operation is an gpiemine located in the northern section of Quesmds Bowen Basin. A mix of hig
quality metallurgical coal and thermal coal is nem@d from the B and C seams of the Permian Moata@oal Measures.

Geologic models are developed for all mines torgethe major ore and waste rock types. Computehiltark models are then
constructed that include all relevant geologic areallurgical data. These are used to generate gnad tonnage estimates, followed by
detailed mine design and life of mine operatingesithes.
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Mine Facilities and Equipment Each of the North American Iron Ore mines trashing, concentrating, and pelletizing facilities
There are crushing and screening facilities at iaabbbing and Cockatoo Island. North American Quiales have preparation, processing,
and load-out facilities, with the Pinnacle and Gr&dge mines sharing facilities. The facilitieseath site are in satisfactory condition,
although they require routine capital and mainteraxpenditures on an ongoing basis. Certain ngngment generally is powered by
electricity, diesel fuel or gasoline. Our sharéhaf total cost of the property, plant and equipmeet of applicable accumulated amortization
and depreciation as of December 31, 2009, for ehtie mines is set forth in the chart below.

(In Millions)
Historical Cost of Mine
Plant and Equipment,
Net of Applicable
Accumulated Amortization and

Mine Location Depreciation (Cliffs’ Share)

Empire $ 44.2
Tilden 168.C
Hibbing 37.C
Northshore 114.C
United Taconite 73.1
Wabust 11.¢
Pinnacle 510.¢
Oak Grove 227.¢
Sonome 128.:
Cockatoo Islant 9.9
Koolyanobbing 777.]
Amapa 172.t

North American Iron Ore

We directly or indirectly own and operate interantthe following six North American iron ore mingem which we produced
17.1 million, 22.9 million and 21.8 million longne of iron ore pellets in 2009, 2008 and 2007, @espely, for our account and 2.5 million,
12.3 million and 12.8 million long tons, respectiveon behalf of the steel company partners ofrtiges:

Empire mine

The Empire mine is located on the Marquette Irondeain Michigan’s Upper Peninsula approximatelynites west-southwest of
Marquette, Michigan. The mine has been in operatinoe 1963. Over the past five years, the Empireerhas produced between 2.6 million
and 4.9 million tons of iron ore pellets annually.

We own 79.0 percent of Empire, and a subsidiarotlorMittal USA has retained the remaining 21qget ownership in Empire with
limited rights and obligations, which it has a atéral right to put to us at any time subsequettiéaend of 2007. This right has not been
exercised. We own directly approximately dmadf of the remaining ore reserves at the Empimgenaind lease them to Empire. A subsidiar
ours leases the balance of the Empire reservesdtber owners of such reserves and subleases thEmpire.

Tilden mine

The Tilden mine is located on the Marquette Iromdain Michigan’s Upper Peninsula approximatelefigiles south of Ishpeming,
Michigan. The Tilden mine has been in operatioeasih974. Over the past five years, the Tilden rhiae produced between 5.6 million and
7.9 million tons of iron ore pellets annually.

We own 85 percent of Tilden, with the remaining arity interest owned by U.S. Steel Canada. Eactnpatakes its share of
production pro rata; however, provisions in thetpership agreement allow additional or reduced petdn to be delivered under certain
circumstances. We own all of the ore reserveseafilden mine and lease them to Tilden.
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The Empire and Tilden mines are located adjaceaath other. The logistical benefits include a otidated transportation system,
more efficient employee and equipment operatingduales, reduction in redundant facilities and wor&é and best practices sharing. Two
railroads, one of which is wholly-owned by us, litle Empire and Tilden mines with Lake Michigarttet loading port of Escanaba,
Michigan and with the Lake Superior loading portdrquette, Michigan.

Hibbing mine

The Hibbing mine is located in the center of Mirmtass Mesabi Iron Range and is approximately telesmorth of Hibbing, Minnesota
and five miles west of Chisholm, Minnesota. From lesabi Range, Hibbing pellets are transportedibyo a shiploading port at Superior,
Wisconsin. The Hibbing mine has been in operatinoes1976. Over the past five years, the Hibbingettias produced between 1.7 million
and 8.5 million tons of iron ore pellets annuakg. a result of market conditions, Hibbing was sthavn in May 2009 and is not expected to
resume production until the second quarter of 2010.

We own 23.0 percent of Hibbing, ArcelorMittal USAda 62.3 percent interest, and U.S. Steel Caresda h4.7 percent interest. Each
partner takes its share of production pro rata;éwas, provisions in the joint venture agreemervakhdditional or reduced production to be
delivered under certain circumstances.

Northshore mine

The Northshore mine is located in northeastern sota, approximately two miles south of BabbittnMisota on the northeastern end
of the Mesabi Iron Range. Northshore’s processaugifies are located in Silver Bay, Minnesota, mieake Superior. Crude ore is shipped by
a wholly-owned railroad from the mine to the prairg and dock facilities at Silver Bay. The Nortihmine has been in continuous
operation since 1990. Over the past five yearsNibrgthshore mine has produced between 3.2 millmh%5 million tons of iron ore pellets
annually.

The Northshore mine began production under our gemant and ownership on October 1, 1994. We owmp&d€ent of the mine.

United Taconite mine

The United Taconite mine is located on Minnesok&ésabi Iron Range in and around the city of Evelbtinnesota. The United
Taconite concentrator and pelletizing facilitiee kycated ten miles south of the mine, near thetofAForbes, Minnesota. United Taconite
pellets are shipped by railroad to the port of BlylMinnesota. The mine has been operating sin6&.10ver the past five years, the United
Taconite mine has produced between 3.8 millionmBdnillion tons of iron ore pellets annually.

In 2008, we completed the acquisition of the renmgir80 percent interest in United Taconite.

Wabush mine

The Wabush mine and concentrator are located inddhgliabrador, Newfoundland, and the pellet pladt@ock facility is located in
Pointe Noire, Quebec, Canada. At the Wabush movegentrates are shipped by rail from the ScullyenahWabush to Pointe Noire where
they are pelletized for shipment via vessel witianada, to the United States and other interndté@sinations. Additionally, concentrates
may be shipped directly from Pointe Noire for sirfeed. The Wabush mine has been in operation 4i866. Over the past five years, the
Wabush mine has produced between 2.7 million a@dnllion tons of iron ore pellets annually. As@&cember 31, 2009, we owned 26.8
percent of Wabush. However, on October 12, 2009%xeecised our right of first refusal to acquire temaining interest in Wabush,
including U.S. Steel Canada’s 44.6 percent intaardtArcelorMittal Dofasco’s 28.6 percent interé&ivnership transfer to Cliffs was
completed on February 1, 2010.
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North American Coal

We directly own and operate the following two Noftmerican coal mining complexes from which we proeidia total of 1.7 million,
3.5 million and 1.1 million short tons of coal iroith America in 2009, 2008 and 2007, respectiva@gresenting our volume since the
acquisition of PinnOak on July 31, 2007:

Pinnacle Complex

The Pinnacle Complex includes the Pinnacle andrGRégge mines and is located approximately 30 nitaghwest of Beckley, West
Virginia. The Pinnacle mine has been in operationes1969. Over the past five years, the Pinnadte thas produced between 0.7 million
and 2.5 million tons of coal annually. The Greedd® mines have been in operation since 2004 arel praxduced between 0.2 million and
0.5 million tons of coal annually. One of the Grétidge mines will be closed permanently beginnmgebruary 2010 due to exhaustion of
the economic reserves at the mine.

Oak Grove mine

The Oak Grove mine is located approximately 25 snéleuthwest of Birmingham, Alabama. The mine haslie operation since 1972.
Over the past five years, the Oak Grove mine haduymred between 0.9 million and 1.7 million tongoél annually.

Our coal production at each mine is shipped withanU.S. by rail or barge. Coal for internationastomers is shipped through the port
of Mobile, Alabama or Newport News, Virginia.

Asia Pacific Iron Ore

In Australia, we own and operate interests in til®fing two Asia Pacific iron ore mines from whigre produced 8.3 million tonnes,
7.7 million tonnes and 8.4 million tonnes in 202008 and 2007, respectively:

Koolyanobbing

The Koolyanobbing operations are located 250 nabet of Perth and approximately 30 miles northefagte town of Southern Cross.
Koolyanobbing produces lump and fines iron ore.eXpansion program was completed in 2006 to increagacity from six to eight million
tonnes per annum. The expansion was primarily drixethe development of iron ore resources at Mdankson and Windarling, located 50
miles and 60 miles north of the existing Koolyaniolghoperations, respectively. Over the past fivargethe Koolyanobbing operation has
produced between 5.8 million and 8.3 million tonaasually.

All of the ore mined at the Koolyanobbing operasios transported by rail to the Port of EsperaB86, miles to the south for shipment
to Asian customers. In 2009, Asia Pacific Iron @oenpleted an upgrade of the rail line used foojisrations. The upgrade was performed to
mitigate the risk of derailment and reduce serdiseuptions by providing a more robust infrastruetur he improvements included the
replacement of 75 miles of rail and associatedspalvie spent a total of approximately $45 millior2B09 and 2008 related to maintenance
and improvements to the rail structure.

Cockatoo Island

The Cockatoo Island operation is located four mitethe west of Yampi Peninsula, in the Buccaneehipelago, and 90 miles north of
Derby in the West Kimberley region of Western AaB&. The island has been mined for iron ore sit%l, with a break in operations
between 1985 and 1993. During the past five y&2oskatoo Island has ranged from no production4aniillion tonnes annually. No ore was
mined in 2009 due to subsidence of the seawalhanaioduction is expected in 2010.

We own a 50 percent interest in this joint ventorenine remnant iron ore deposits. Mining from thiese of the operation commenced
in late 2000. Production at Cockatoo Island endethd 2008 due to construction on Phase 3 of taevalt, which is expected to extend
production for approximately two additional yedrsApril 2009, an unanticipated subsidence of thav&ll occurred. As a result, production
from the mine has been
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delayed. Production is not expected to resume tingifirst half of 2011 once the seawall is comgadeOre is hauled by haul truck to the
stockpiles, crushed and screened and then traedfbyrconveyor to the shiploader. Direct ship premfines mined at Cockatoo Island are
then loaded at a local dock.

Mine Capacity and Mineral Reserves

We have a corporate policy relating to internaltogrand procedures with respect to auditing artigneding mineral reserves. The
procedures include the calculation of mineral resge@t each mine by professional mining enginesdgy@ologists. Management compiles
and reviews the calculations, and once finalizadhsnformation is used to prepare the disclostoesur annual and quarterly reports. The
disclosures are reviewed and approved by managemehiding our Chief Financial Officer and Chietéecutive Officer. Additionally, the
long-range mine planning and mineral reserve estisnare reviewed annually by our Audit Committagrtirermore, all changes to mineral
reserve estimates, other than those due to prasycetie adequately documented and submitted tB@sident and Chief Executive Officer
for review and approval. Finally, we perform peiorkviews of long-range mine plans and minerag¢ines estimates at mine staff meetings
and senior management meetings.

Reserves are defined by SEC Industry Standard Guidethat part of a mineral deposit that couléd@momically and legally extracted
and produced at the time of the reserve deternoimafill reserves are classified as proven or prigbahd are supported by life-ofine plans

Iron Ore Reserves

Ore reserve estimates for our iron ore mines &@eckmber 31, 2009 were estimated from fully-desigogen pits developed using
three-dimensional modeling techniques. These fidlyigned pits incorporate design slopes, praatidaing shapes and access ramps to
assure the accuracy of our reserve estimates.rohefe prices utilized for reserve estimation@egved from 3-year trailing averages of
regional benchmark pricing. For North American 1@re operations, prices are based on iron oretpelidivered to the Lower Great Lakes,
and for operations in Asia Pacific, iron ore pricegresent the 3-year trailing average of inteamati benchmark pricing for the products
generated by our Asia Pacific Iron Ore business(gmiter fines, lump ore). We evaluate and anais@e ore reserve estimates every three
years in accordance with our mineral reserve pdalicgarlier if conditions merit. For the fiscal yesded December 31, 2009, iron ore pr
vary based on the date of the last reserve analliséstable below identifies the reserve analyate @nd the respective 3-year trailing price
for each of our iron ore mines as of December B092

Date of Base Economi

Commodity
Mine Ore Reserve Analysis Pricing (1)
North America
Empire 200<(2) $89.19
Hibbing Taconite 200¢ $90.42
Northshore 200¢(2) $90.42
Tilden 200¢ $89.19
United Taconite 2007 $85.76
Wabusr 200¢ $85.16
Asia Pacific
Koolyanobbing 200¢ Lump- $1.169:
Fines- $0.907:
Cockatoo Islant 200¢ Fines- $0.6841

(1) Pricing in North America reflects US$ per lolgs of pellets FOB port, except for Empire andl&il, which are FOB mine. Pricing in
Asia Pacific reflects US$ per product dry metrin tmn unit.

(2) The decision was made to exclude anomolous B@d8hmark Pricing from the 3-year trailing averagee used in determining our
North American Iron Ore reserve estimates. Theegfibre -year trailing average for the 2009 reserve anahgdiscts 200-2007 prices
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The following tables reflect expected current ahiwapacity and economic ore reserves for our NArtterican and Asia Pacific iron
ore mines as of December 31, 2009. Ore reservesnfiapd, in which we have a 30 percent ownershgr@st, have not been estimated by
Cliffs. The ore reserve estimation process is adleil and managed by Anglo as the parent compadyrane operator. Sufficient technical
data on the processing of Amapa mineralized maigoias not exist at this time, precluding estintati recoverable product and grade, and
therefore economic reserves as defined by SEC indGsiide 7. However, Anglo has indicated that ergtlion drilling to date has resulted in
a currently declared resource size of 207 millimmes based on measured, indicated and inferredroes.

North American Iron Ore

Mineral Reserves (2)

Current Current Year Previous Mineral Rights Method of Operating
Iron Ore Annual Reserve
Mine Mineralization Capacity Proven Probable Total Year Owned Leasec Estimation Since Infrastructure
Tons in millions (1)

Empire Negaunee Irol 55 12.€ — 12.€ 33 53% 47% Geologic 196 Mine, Concentrato
Formation Block Mode Pelletizer
(Magnetite)

Tilden Negaunee Irol 8.0 214 60 274 28C 10(% 0% Geologic - 197< Mine, Concentrato
Formation Block Mode Pelletizer, Railroa:
(Hematite,
Magnetite)

Hibbing Taconite Biwabik Iron 8.0 103 10 113 114 3% 97% Geologic 197¢ Mine, Concentrato
Formation Block Mode Pelletizer
(Magnetite)

Northshore Biwabik Iron 5.7 304 16 32C 30¢ 0% 10C% Geologic - 198¢ Mine, Concentrato
Formation Block Mode Pelletizer, Railroas
(Magnetite)

United Taconite Biwabik Iron 54 124 16 14C 144 0% 10C% Geologic 1965 Mine, Concentrato
Formation Block Mode Pelletizer
(Magnetite)

Wabush Sokoman Iron 5.5 72.2 — 72.2 75 0% 10C% Geologic - 1965 Mine, Concentrato
Formation Block Mode Pelletizer, Railroa:
(Hematite)
Total 38.1 83C 102 932 954

(1) Tons are long tons of 2,240 poun

(2) Estimated standard equivalent pellets, includinth lpsoven and probable reserves based on life pémperating schedule
In 2009, there were no changes in reserve estimafBden, Hibbing Taconite, United Taconite, oalddish except for production.

New economic reserve analyses were performed atrErapd Northshore in 2009. Each of the new resanadyses incorporate upda
to both iron ore pellet pricing and operating co€isanges in the reserve estimates are as follows:

» Empire— Pellet reserves are decreased by 18 millionnehsf 2009 production. The reserves have decrehisedb the
postponement of a mi-year development project that can not be econolyipadtified in the present market conditiol

* Northshore— Pellet reserves are increased by 16 million texsf 2009 production. The increased reservethareesult of
improved mine pit design

35



Table of Contents

Asia Pacific Iron Ore

Mineral Reserves (2)

Current Current Year Previous Mineral Rights Method of  Operating
Iron Ore Annual Reserve
Mine Mineralization Capacity Proven Probable Total Year Owned Leasec Estimation Since Infrastructure
Tonnes in millions (1)

Koolyanobbing (3) Banded Iron 8.5 (3 81.7 85.2 90.t 0% 10(%  Geologic - 199< Mine, Road
Formations Block Mode Train Haulage,
Southern Crushing-
Cross Terrane Screening Plar
Yilgarn Mineral
Field
(Hematite, Goethite

Cockatoo Island JV (4) Sandstone Yampi 1.2 — 2.3 2.3 2.3 0% 10(%  Geologic - 199< Mine,
Formation Block Mode Crushing-
Kimberley Mineral Screening Plar
Field (Hematite)

Shiploadel

Total 9.7 8.3 84.C 87t 92.¢

(1) Metric tons of 2,205 pound

(2) Reported ore reserves restricted to provenpaobable tonnages based on life of mine operathgdules. 3.5 million tonnes of the Koolyanobbiagarves are sourced from current
stockpiles.

(3) Rail and plant upgrades in 2009 increase the argalcity to 8.5 million tonne
(4) Asia Pacific Iron Ore has a 50% interest in thekabeoo Island joint venture. Reserves reported 8¢4.@nd represent the Stage 3 Seawall extensioaghrajea

Net of 2009 production, Koolyanobbing ore resetvage increased by 3 million tonnes. The increag®im the addition of newly
discovered resources and mine planning optimization

During 2009, construction of a Stage 3 extensiothefseawall embankment continued at Cockatoodshhich will provide access to
an additional 2.3 million tonnes of premium higladg iron ore fines for the joint venture. Howeyenduction from the mine has been
delayed due to subsidence of the seawall in A2 Production is not expected to resume untifitsehalf of 2011 once the seawall is
completed. This extension is expected to extendymiion for approximately two years.

Coal Reserves

North American Coal

Coal reserve estimates for our North American ugidemd coal mines as of December 31, 2009 wermatd using thredimensiona
modeling techniques, coupled with mine plan designsomplete re-estimation of the moist, recovesatdal reserves was completed
subsequent to the 2007 acquisition and was upaabsti recently in 2009. Coal pricing for the Nortmérican Coal reserve estimate in 2009
was $85 per ton FOB mine based upon a 3-yeangagverage.

The following table reflects expected current ahmwapacities and economically recoverable reseiaesur North American coal min
as of December 31, 2009.

Current Method of
Annual Proven and Probable Reserves Mineral Rights Reserve
Mine (2) Category (3 Capacity In-place Moist Recoverable  Owned Leasec Estimation Infrastructure
Tons in Millions(1)

Pinnacle Comple 4.C 0% 10(% Geologic- Mine, Preparatic
Pocahontas No Assignec 114.¢ 53.4 Block Mode Plant, Loar~out
Pocahontas No Unassigne( 26.€ 9.8

Oak Grove 2.5 0% 10(% Geologic- Mine, Preparatio
Blue Creek Sear Assignec 81.2 43.C Block Mode Plant, Loar~out

Total 6.5 222.F 106.2
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(1) Short tons of 2,000 pounc
(2) All coal extracted by underground mining using laadl and continuous miner equipme
(3) Assigned reserves represent coal reservesdhabe mined without a significant capital expewgitfor mine development, whereas unassigned resevill require significant capital
expenditures to mine the reserv
The North American recoverable coal reserves haeeedsed 12 million tons net of 2009 productiore @acrease is mainly attributed
to lower mine face to product yield reconciliatiarnpared to the previous estimate.

All recoverable coal reserves at our North Amerioperations are high quality, low volatile, metadical grade coal. The following
table presents the coal quality at our North Ansaricoal mines.

Moist Recoverable As Receive(
Reserves (1) Sulfur

Mine Coal Type Proven & Probable Content % Btu/lb
Pinnacle Comple:

Pocahontas No Metallurgica 53.4 0.77 14,87(

Pocahontas No Metallurgica 9.8 0.5¢ 14,00(
Oak Grove

Blue Creek Sear Metallurgica 43.C 0.57 14,00(
Total 106.2

(1) In millions of short tons of 2,000 pount

Asia Pacific Coal

The coal reserve estimate for our Asia Pacific coiale as of December 31, 2009 is based on a JOR(®l@nt resource estimate. An
optimized pit design for an initial 10-year mineeogiting schedule was generated supporting theveegstimate. Coal pricing for the reserve
estimate is based upon international benchmarkngrior our Sonoma joint venture at the time ofdstment in 2007, which was $71 per
tonne FOB port for the range of products generatefbnoma.

The following table reflects expected current amca@acity and economically recoverable reserveStmoma:

Current Proven and Probable Mineral Rights Method of
Annual Reserve
Mine (2) Category (30 Capacity In-place Moist Recoverable Owned Leasec Estimation Infrastructure
Tonnes in Millions (1)
Sonome
Moranbah Coal Measures B, C Mine, Preparatiol
and E Seams Geologic -
Assignel 4C 38t 21.€ 0% 10(% Block Mode  Plant, Loar-out

(1) Metric tons of 2,205 pounds. In-place coal @e8cent moisture, recoverable clean coal at 9gmémmoisture. Reserves listed on 100 percent b@kffs Natural Resources has an
effective 45 percent interest in the joint ventt

(2) All coal is extracted by conventional surface mgtechniques

(3) Assigned reserves represent coal reservesdhabe mined without a significant capital expewngitfor mine development, whereas unassigned resevill require significant capital
expenditures to mine the reserv

An update to the Sonoma resource model and ecormesecve estimate is scheduled for 2010.
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Sonomas recoverable coal reserves are primarily metattatgrade coal (standard coking coal plus low tii@aoal for pulverized co
injection) with lesser steam coal. Sonoma coalitjal presented in the following table.

Moist Recoverable Reserve As Receiver
Sulfur
Mine Coal Type (2) Proven & Probable (1) Content % Btu/lb
Sonomg Metallurgica 9.4 0.4¢ 13,80(
Steam 12.2 0.5t 10,80¢(
Total 21.¢

(1) In million of metric tons of 2,205 pounds. Ifape coal at 8 percent moisture, recoverable aleahat 9 percent moisture. Reserves
listed on 100% basis. Cliffs Natural Resourcesdrasffective 45 percent interest in the joint veat

(2) Sonoma steam coal recoverable reserves meebkfliance standards as defined by Phase Il oftéan Air Act as coal having sulfur
dioxide content of 1.2 pounds less per million Btu

Item 3. Legal Proceedings.

Alabama Dust Litigation. Waid et al. v. U.S. Steel Mining Company et al.swaought in 2004 by approximately 160 individual
plaintiffs asserting property damage and injuriesigg from particulate emissions from the ConcBrdparation Plant. A writ of mandamus
had been filed in connection with the Waid litigettiarguing that the Waid litigation should be disseid because of a 2002 settlement
agreement in a related case, White et al. v. USip@ation et al. The Supreme Court of Alabama rualedhis matter on June 26, 2009,
denying our writ of mandamus and sending the cask to the Bessemer Division of the Jefferson Git€ourt for trial on claims originating
after July 1, 2003. The case is in a very earlgestaf discovery and we intend to defend this cégerausly.

On February 1, 2009, an additional lawsuit waglfly approximately 210 individual plaintiffs alsssarting post-July 1, 2003 property
damage and injuries arising from particulate eroissifrom the Concord Preparation Plant. This casebkeen consolidated with the Waid
litigation for purposes of discovery. We expecstbase to be consolidated with the Waid litigafimrtrial. This litigation is in a very early
stage and we intend to defend this case vigorously.

Amapa Environmental Litigation. In July 2009, an order issued by the Sole Staiert for the County of Serra do Navio, State of
Amapa was published with respect to a ruling ireamparte proceeding, ordering the cessation ofaatiyities at Amapa and the neighboring
operations of Mineracdo Pedra Branca do Amapatidédmased the displacement of soil into the rivesbaftcertain creeks near the two
operations, as well as the suspension of the uaaigfr from or discharged into the Mario Cruz CrbgkAmapa, pending the completion of
an environmental audit to be conducted by expetected by the plaintiff, the Public Prosecutottaf State of Amapa, and completed within
180 days from notification of the order. In additjiehe judge ordered the parties to unclog andneixtertain storm drains located on a road
that provides access to Amapa. The order also gredviior fines of approximately $26,000 per dayviotations of the order. Amapa retained
independent environmental consultants to assessttlaion with respect to the nearby creeks arterdene whether Amapéa’s operations
were impacting the creeks. At a special hearind lreAugust 2009 the Judge granted Amapa’s motorsdispension of the preliminary
injunction for a period of 60 days, allowing immatdi resumption of Amapa’s operations as long asogpiate measures were taken to
minimize environmental impacts. The 60-day term {a$er extended an additional 30 days through Nd&m009. The Judge did not
suspend the penalty/fine imposed on Amapa or daterthat funds in Amapda’s bank account be blockearder to guarantee payment of the
fine. In September 2009 Amapa filed an interlocyt@ppeal to the Appellate Court concerning theeS&urts imposition of penalty fines.
October 2009, the reporting judge of the Appelagairt issued an interim order suspending the &atet Judge’s decision to block funds
until a decision was rendered on the merits ofriterlocutory appeal by the Appellate Court. In therth quarter of 2009, the parties entered
into a settlement agreement with the Public Praseddffice and 33 families affected by the alleggw/ironmental damages caused to Creek
Willian. Under the settlement agreement, the pairtie
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agreed to pay (i) R$142,000 for the costs of therenmental assessment of the creeks by the caudt{ii) R$20,580 to each of the 33
families affected by the alleged environmental dgesacaused to Creek Willian. The settlement agreemas confirmed by the court in
December 2009. In its confirmation decision, theajd court agreed to suspend the enforceabilitheopteliminary injunction for an
additional 90 days, through March 15, 2010. Thdesaent agreement did not terminate the curreiggliton, which is still ongoing. Amapa’s
share of the costs has been deposited into anvescaount to fulfill its obligation.

ArcelorMittal Arbitrations. On August 19, 2009 ArcelorMittal USA Inc. filed arbitration demand against The Cleveland-Cliffslro
Company and Cliffs Mining Company with respecttie Pellet Sale and Purchase Agreement dated Dec&hh2002 covering the Ispat
works. Pursuant to the agreement, beginning in 200®e event the price of pellets is above ooled contractually agreed upon amount
of the parties may request a price reopener. Nofitke request must be received in writing befhrly 1 of the year in determination.
ArcelorMittal did not attempt to provide written tice until July 31, 2009, and did not show thattitiggering event had occurred. Cliffs
declined to enter into price reopener discussiGliffs filed its answer on September 9, 2009. Sumymzdgment motions were filed by both
sides on January 11, 2010.

On September 11, 2009 Cliffs, The Cleveland-Clifte Company, Cliffs Mining Company, Northshore itig Company and Cliffs
Sales Company filed an arbitration demand agains¢larMittal USA Inc., ISG Cleveland Inc., ISG lagia Harbor Inc. and Mittal Steel U!
Weirton Inc. with respect to the pellet nominatigrselorMittal submitted to Cliffs in 2008 and 206& the calendar year 2009. Pursuant to
the umbrella agreement entered into by the parii@®07, ArcelorMittal is to provide a nominatiom €liffs on or before October 31 for its
pellet requirements for the following year. Thetjgr are to reduce to writing a mutual confirmatidrthe nomination by November 30,
which is to include a shipping schedule. After Wréten confirmation, the nomination and the accamyng shipping schedule are final. In
the calendar year 2008, ArcelorMittal attemptedetdgse its nomination. An AAA panel found that fiewised nomination was a nullity and
not provided for under the terms of the contrat2009, ArcelorMittal again provided several redis®minations and shipping schedules.
Cliffs filed the arbitration to enforce the nomiiat finalized in November 2008 for the year 2008c&orMittal filed an answer on Octobetr
2009. A panel for the arbitration has been seledtediever the arbitration is in a very early phase.

On September 11, 2009 the same Cliffs companied &ilsecond arbitration demand against the sanmaofkdittal companies with
respect to the pellet nominations submitted in 2898 2009 for the calendar year 2009. The umbagitaement permits ArcelorMittal to
make a one-time election to defer tons from onerwdr year into the next. If ArcelorMittal eleatsdefer tonnage from 2009 into 2010, it is
prohibited from electing a reduction in its reqdiminimum tonnage for 2010 and must purchase tferr@el tonnage in 2010. ArcelorMittal
elected to defer 550,000 tons in its nomination2@®9. In early 2009, ArcelorMittal purported tovo&e its deferral for the year 2009 tons,
attempting to increase its nomination for the cdéeryear 2009 and thereby permit ArcelorMittaléduce its required minimum tonnage for
2010. Cliffs filed the AAA demand requesting thia¢ panel enforce the nomination and 2009 defeartiained therein. ArcelorMittal filed ¢
answer and counterdemand on October 1, 2009. Tihitsadion has been consolidated with the othet&aper 11, 2009 arbitration.

Cliffs Erie Citizens Suit. On January 28, 2010, we received a noticatehi to sue pursuant to Section 505 of the CleateW\Act on
behalf of the Center for Biological Diversity, Savake Superior Association and the Indigenous Emvitental Network. Pursuant to the
notice, these environmental groups intend to filevesuit in Federal court for alleged violationsdayr Cliffs Erie subsidiary of NPDES
permits at three separate locations on the Clififs groperty. We are currently investigating thiegétions and intend to defend any resultant
lawsuit vigorously.

Maritime Asbestos Litigation. The Cleveland-Cliffs Iron Company and/or The Clewel-Cliffs Steamship Company have been named
defendants in 487 actions brought from 1986 to bgteormer seamen in which the plaintiffs claim dayas under federal law for illnesses
allegedly suffered as the result of exposure tocaire asbestos fibers while serving as crew mendierard the vessels previously owned or
managed by our entities until the mid-1980s. Altha#se actions have been consolidated into mutliiciproceedings in the Eastern District
of Pennsylvania, whose docket now includes a tiftaver 30,000 maritime cases filed by seamen again

39



Table of Contents

ship-owners and other defendants. All of theseschage been dismissed without prejudice, but cbaldeinstated upon application by
plaintiffs’ counsel. By court orders on October 2009 and January 4, 2010, the court reinstatethhdf 760 cases in three groups. We are a
defendant in eight cases that have been reinstabedplaintiffs in these reinstated cases have bedgred to file notices in each case
identifying the remaining defendants they intengtiosue and serve the remaining defendants witbdiaal diagnosis or opinion upon which
the plaintiffs intend to rely within ten days olifiig the notice. Defendants in each case will thave the opportunity to file answers and
procedural motions. It is anticipated that schedybrders will be issued in each group of casesigirtg discovery, motion practice and
settlement discussions to occur during 2010, witkettled cases going to trial beginning at thea&2D10. The claims in the eight reinstated
cases involve allegations with respect to lung earesbestosis and pleural changes of varying igv€he claims against our entities are
insured in amounts that vary by policy year; howetlee manner in which these retentions will beliggpremains uncertain. Our entities
continue to vigorously contest these claims ancthlaade no settlements on them.

Northshore Air Permit Matters. On December 16, 2006, Northshore submitted an@jain to the MPCA for an administrative
amendment to its air permit. The proposed amendneguiested the deletion of a term in the air petinait was derived from a court case
brought against the Silver Bay taconite operatiarik972. The permit term incorporated elementhefdourt-ordered requirement to reduce
fiber emissions to below a medically significantdeby installing controls that would be deemedcade if the fiber levels in Silver Bay
were below those of a control city such as St. PAi@ requested deletion of this “control city” pérnequirement on the grounds that the
court-ordered requirements had been satisfied thare20 years ago and should no longer be inclirdéee permit. The MPCA denied our
application on February 23, 2007. We appealed éméatito the Minnesota Court of Appeals. The cofi@ppeals ruled in MPCA's favor.
Subsequent to the court of appeals’ ruling, NorinsHiled a major permit amendment on August 288x@questing the removal of all fiber-
related provisions from Northshore’s air permit gmdposing that Northshore install additional partate controls. MPCA issued a “Findings
of Fact, Conclusions of Law and Order” on Noveni®gr2008 declaring that Northshore’s request tooranthe “Control City Standard”
from its permit constitutes a “project” for which @AW must be completed. MPCA also stated thabis weasing all other work on the
permit, including its own efforts to create a reglaent standard, until the environmental revieve@ss was complete.

Northshore subsequently filed an action to chaketig MPCA'’s requirement for an EAW in Minnesotat8tDistrict Court for the
Sixth Judicial District. Oral arguments on crosgioms for summary judgment were heard on Octobe2@09. On January 13, 2010, the
court ruled in Northshore’s favor, ruling that Nmhore was entitled to judgment in its favor asadten of law. The court specifically ruled
that our request to remove the “Control City Stadiavas not a project under Minnesota law and MBCA'’s determination that
Northshor’s application required an EAW was arbitrary angra@ous, unsupported by substantial evidence aneror of law. At this time
it is not known whether MPCA will appeal the coartuling and no action has been taken to dateghect to our major permit amendme

Republic Arbitration. On October 1, 2006, we entered into an agreemeiéosale of pellets with Republic Engineered Bobs, Inc
(“Republic”). Pursuant to that agreement Repubkswequired to purchase a percentage of its irememuirements from us. Republic is
required to provide us with a firm nomination bgeatain date each year. As of the end of 2008 Raplad failed to take delivery and pay
for a portion of the tons remaining from its 20@8nination. After several failed attempts at nedgotga workout agreement, we filed a
Demand for Arbitration on February 2, 2009 for &taf $30.7 million plus interest, commencing Dexer 31, 2008. On September 21,
2009 Cliffs provided notice to Republic that it hadtigated its damages and would be offsettinglagm by those amounts. On Septembe!
2009 Cliffs notified Republic of the value of thétigation and that its claim had been reduced wraximately $9 million. Cliffs also
amended its arbitration demand to reflect the migd damages. On October 30, 2009, the arbitrpioel ruled in our favor, entering a
judgment in favor of the Company of approximatedyZbmillion. Republic paid the award in two equalyments on December 7, 2009 :
January 8, 2010, respectively.

The Rio Tinto Mine Site. The Rio Tinto Mine Site is a historic undergrourmbper mine located near Mountain City, Nevada, eher
tailings were placed in Mill Creek, a tributaryttee Owyhee River. Site investigation and remedmatiork is being conducted in accordance
with a Consent Order between the NDEP
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and the RTWG composed of Cliffs, Atlantic Richfi@@mpany, Teck Cominco American Incorporated, and & Pont de Nemours and
Company. The Consent Order provides for techniakw by the U.S. Department of the Interior Bureaindian Affairs, the U.S. Fish &
Wildlife Service, U.S. Department of Agriculturefést Service, the NDEP and the Shoshone-Paiuted abthe Duck Valley Reservation
(collectively, “Rio Tinto Trustees”). The Consentder is expected to continue with the objectiveubporting the selection of the final
remedy for the site. As of December 31, 2009, giemated costs of the available remediation altérea currently range from approximately
$10.0 million to $30.5 million in total for all pettially responsible parties. In recognition of aential for an NRD claim, the parties are
actively pursuing a global settlement that wouldude the EPA and encompass both the remedialnaatid the NRD issues.

On May 29, 2009, the RTWG entered into a Rio TMine Site Work and Cost Allocation Agreement (tidl6cation Agreement”) to
resolve differences over the allocation of any tiaded remedy. The Allocation Agreement contemglalat the RTWG will enter into an
insured fixed-price cleanup agreement, or IFC, yam$ to which a contractor would assume respoiyilidr the implementation and funding
of the remedy in exchange for a fixed price. Wedabigated to fund 32.5 percent of the IFC. In¢glvent an IFC is not implemented, the
RTWG has agreed on allocation percentages in tleedtion Agreement, with Cliffs being committedftamd 32.5 percent of any remedy. '
have a current reserve that we believe is adeqodtmd our anticipated portion of the IFC.

United Taconite Air Emissions Matter.On March 27, 2008, United Taconite received a Dnfthe MPCA alleging various air
emissions violations of the facility’s air permiit conditions, reporting and testing requiremeiitse allegations generally stem from
procedures put in place prior to 2004 before oguésition of our interest in the mine. The DSA rigs the facility to install continuous
emissions monitoring, evaluate compliance procegju@bmit a plan to implement procedures to eliteimér deviations during the relevant
time period, and proposes a civil penalty in an ani¢o be determined. While United Taconite dogsagoee with MPCA's allegations,
United Taconite and the MPCA continue discussianthe matter with the intent of working toward atoal resolution. In the second quarter
of 2009, United Taconite satisfied various requieats of the DSA, including installation of continuigoemission monitoring systems (CEMS)
on furnace waste gas stacks, purchase of a new tuatk, installation of improved dust collectomtmls, retirement of 1,160 tons of sulfur
dioxide emission allowances, and payment of a RIlb¢ivil penalty. All outstanding stipulation agreent requirements have been
completed except for the certification of the th&MS units. One unit must be certified by Jun2QlL,0, and the other two units must be
certified within 60 days of the first.

Wisconsin Electric Power Company Rate Case3he current tariff rates applicable to Tildem Empire became effective on
January 1, 2009. On July 2, 2009, WEPCO filed a regescase wherein WEPCO has proposed an increéisese current tariff rates. On
July 13, 2009, we filed a petition to intervendtie new rate case. Testimony in the rate casedafoadministrative law judge was
completed in early February 2010. All parties whkn have an opportunity to file briefs before slgeninistrative law judge. A proposal for
decision is expected from the administrative ladgjel by the end of April 2010.

On September 30, 2009 WEPCO filed with the MPS@dtser supply cost recovery (“PSCRilan case for calendar year 2010. As
of its application, WEPCO calculates its propos@ti®PSCR costs and seeks recovery of prior yearmsepsupply costs. On October 6,
2009, Tilden and Empire filed a petition to intameeén WEPCQ'’s 2010 PSCR plan case on the grouraddtte rates, terms and conditions of
service affected by the proceeding will directlyaubstantially impact them.

West Virginia Flood Litigation. As of February 2008, Cliffs’ Pinnacle Mining Comganas named as a defendant in six lawsuits
brought against over 60 defendants who were allgdgedblved in land disturbing activities, primarimining or logging, in Wyoming
County, West Virginia. In each case the plaint#ffieged that these activities in Wyoming Countyteesl in flooding on or after July 8, 2001.
The plaintiffs sought a permanent injunction andtated personal and property damages under a nwhlegal theories. We participated i
mandatory panel mediation on December 2 and 3,.2D88ain defendants entered into a global confidesettiement with plaintiffs. We
participated in the global confidential settlemantl were dismissed from the litigation without mayto make any payments.

ltem 4. Submission of Matters to a Vote of Security Holders
None.
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ltem 5.
Stock Exchange Information

Our Common Shares (ticker symbol CLF) are listedhenNew York Stock Exchange and the Professioagh®nt of NYSE Euronext

Paris.

Common Share Price Performance and Dividends

The following table sets forth, for the periodsigaded, the high and low sales prices per commaresas reported on the NYSE and

dividends declared per common share:

First Quarte!
Second Quarte
Third Quartel
Fourth Quarte

Year

At February 15, 2010, we had 1,509 shareholdersaufrd.

Shareholder Return Performance

The following graph shows changes over the pastyar period in the value of $100 invested in:¢liffs’ Common Shares; (2) S&P
Stock Index; (3) S&P Steel Group Index; and (4) 9&id Cap 400 Index. The values of each investmembased on price change plus

reinvestment of all dividends.

PART Il

Market for Registran’'s Common Equity, Related Stockholder Matters arsslier Purchases of Equity Securities.

2009 2008
High Low Dividends High Low Dividends
$324¢ $11.8C $0.087t $ 63.8¢ $38.6: $0.087¢
32.14 17.1¢ 0.040( 121.9¢ 57.32 0.087¢
35.57 19.4¢ 0.040( 118.1( 42.1¢ 0.087¢
48.41 29.0¢ 0.087¢ 53.3( 13.7: 0.087¢
48.4] 11.8C $ 0.255( 121.9¢ 13.7¢  $ 0.350(

Comparnson of § Yaar Curmulalive Tolal Relum
Agsumes inklal Investrment of $100
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CLIFFS NATURAL RESOURCES INC.

S&P 500 Index- Total Returns
S&P 500 Steel Index

S&P Midcap 400 Index

Issuer Purchases of Equity Securities

Period

October 1— 31, 200¢
November 17— 30, 200¢
December — 31, 200¢
Total

Return%
Cum $
Return%
Cum $
Return%
Cum $
Return%
Cum $

Total
Number
of Shares
(or Units)
Purchasec

76(2)
76

2004 2005 2006 2007 2008 2009
70.9(C 9.77 108.7. -48.9C 81.92
100.0C 170.9C 187.5¢ 391.6¢ 200.1¢ 364.1(
4.91 15.7¢ 5.4¢ -36.9¢ 26.41
100.0C 104.97 121.4¢ 128.1: 80.7: 102.1(
23.3¢ 80.2¢ 21.7z2  -51.7¢ 28.8¢
100.0¢ 123.3¢ 222.317 270.6( 130.6: 168.3¢
12.5¢ 10.31 7.97 -36.2¢ 37.3i
100.0C 112.5F 124.1¢ 134.0t 85.47 117.4:
Maximum
Number
Total Number of (or Approximate
Average Shares Dollar Value)
Price Paid (or Units) of Shares
Purchased as (or Units) that
per Share Part of Publicly May Yet be
Announced Purchased
(or Unit) Plans or Under the Plans
$ Programs or Programs (1)
— — 2,495 .40
— — 2,495,40
35.57 — 2,495,40!
35.57 — 2,495,401

(1) OnJuly 11, 2006, we received the approvahgyBoard of Directors to repurchase up to an aggeegf four million outstanding
Common Shares. There were no repurchases in thil fguarter under this progral

(2) On December 4, 2009, the Company acquired #6r@an Shares pursuant to a scheduled distributictieh from a VNQDC Plan
participant. The shares were repurchased by thep@oynto satisfy the tax withholding obligation bt participant pursuant to the

distribution.
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ltem 6. Selected Financial Data

Summary of Financial and Other Statistical Data
Cliffs Natural Resources Inc. and Subsidiaries

Financial data (in millions, except per share amouts and
employees)
Revenue from product sales and serv
Cost of goods sold and operating expel
Other operating expen:
Operating incom:
Income from continuing operatiol
Income (loss) from discontinued operatic
Income before cumulative effect of accounting cles
Cumulative effect of accounting changes
Net income
Less: Net income (loss) attributable to nonconitrglinteres
Net income attributable to Cliffs sharehold
Preferred stock dividenc
Income attributable to Cliffs common shareholc
Earnings (loss) per common share attributable tifsGhareholders
— basic (d)
Continuing operation
Discontinued operatior
Cumulative effect of accounting chang

Earnings per common share attributable to Cliffsreaholders —basic

(d)
Earnings (loss) per common share attributable tifsGhareholders
— diluted (d)
Continuing operation
Discontinued operatior
Cumulative effect of accounting chan
Earnings per common share attributable to Clifsreholders —
diluted (d)
Total asset
Long-term obligations
Net cash from operating activiti
Redeemable cumulative convertible perpetual prefiestock
Distributions to preferred shareholders cash divith
Distributions to common shareholders cash dividép)l
- Per share (c
- Total
Repurchases of common sha
Iron ore and coal production and sales statistass(in millions —
North America; tonnes in million— Asia-Pacific)
Production tonnag- North American iron or
- North American cog
- Asia Pacific iron or¢
Production tonnag- North American iron ore (Cliff share)
Sales tonnag- North American iron or
- North American cos
- Asia Pacific iron or¢
Common shares outstandi- basic (millions) (d’
- Average for yea
- At yearend

2009 2008 () 2007 (b) 2006 2005 (a)
$2,342.(  $3,609.. $2275. $1921.7 $1,739.
(2,033.)  (2,449.)  (1,813.)  (1,507.)  (1,350.)
(78.7) (220.9) (80.4) (48.9) (32.5)
230. 938.¢ 381.¢ 365.7 356.F
204. 537.C 2852 206.¢ 283.
— — 0.2 0.3 (0.6)
204. 537.C 285.¢ 297.: 282.
— — — — 5.2
204. 537.C 285.¢ 297.: 287.7
0.6) 21. 15.€ 17.1 10.1
205.1 515.¢ 270.C 280.1 277.¢
— (1. (5.2) (5.6) (5.6)
205.] 514.7 264.¢ 274.F 272.(
1.64 5.07 3.1¢ 3.2€ 3.0¢
— — — — (0.01)
— — — — 0.0¢
1.64 5.07 3.1¢ 3.2€ 3.1¢
1.62 4.7¢ 2.57 2.6( 2.4€
— — — — (0.01)
— — — — 0.0¢
1.62 4.7¢ 2.57 2.6( 2.5(
4,639. 4,111. 3,075.¢ 1,939.; 1,746."
644. 580.: 490.¢ 47.: 49.¢
185.7 853.2 288.¢ 428.F 514.¢
— 0.2 134.7 172.: 172.F
— 1.1 5.5 5.6 5.€
0.2€ 0.3t 0.2t 0.24 0.1t
31.¢ 36.1 20.¢ 20.2 13.1
— — 2.2 121.F —
19.€ 35.2 34.¢€ 33.€ 35.¢
1.7 3.5 1.1 — —
2 7.7 8.4 7.7 5.2
17.1 22.¢ 21. 20.¢ 22.1
16.4 22.7 22.: 20.4 22.¢
1. 3.2 1.2 — —
8. 7.8 8.1 7.4 4.
125.( 101.F 83.( 84.1 86.¢
131.( 113.F 87. 81.€ 87.¢
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(@)

(b)
(©
(d)

(€)

On April 19, 2005, we completed the acquisittdB0.4 percent of our Asia Pacific Iron Ore segtr(@ormerly known as Portman, an
iron ore mining company in Australia). Results 2005 include Portman'’s results since the acquisitian May 21, 2008, Portman
authorized a tender offer to repurchase sharesasiadresult, our ownership interest in Portmareised from 80.4 percent to 85.2
percent on June 24, 2008. On September 10, 2008nn@unced an off-market takeover offer to acqthiesremaining shares in
Portman, which closed on November 3, 2008. We sjuesely proceeded with a compulsory acquisitiothefremaining shares and
have full ownership of Portman as of December 8082 Results for 2008 reflect the increase in aumership of Portman since the ¢
of each step acquisitio

On July 31, 2007, we completed the acquisitib@liffs North American Coal LLC (formerly PinnOgla producer of high-quality, low-
volatile metallurgical coal. Results for 2007 int#uPinnOa’s results since the acquisitic

Effective January 1, 2005, we adopted the gions of ASC 930-330-25-1 related to accountingsfapping costs incurred during
production in the mining industr

On March 11, 2008, our board of directors dexlaa two-for-one stock split of our common shafé® record date for the stock split
was May 1, 2008 with a distribution date of May 2608. On May 9, 2006, our board of directors apgdoa two-for-one stock split of
our common shares. The record date for the stditkwegs June 15, 2006 with a distribution datewfie 30, 2006. Accordingly, all
common shares and per share amounts for all pepiedented have been adjusted retroactively teatefe stock split

On May 12, 2009, our board of directors enaet®&8 percent reduction in our quarterly commonekavidend to $0.04 from $0.0875
for the second and third quarters of 2009 in otdemhance financial flexibility. The $0.04 comneirare dividends were paid on
June 1, 2009 and September 1, 2009 to sharehalflexsord as of May 22, 2009 and August 14, 2088pectively. In the fourth quar
of 2009, the dividend was reinstated to its presitmvel.
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Item 7. Managemen’'s Discussion and Analysis of Financial Condition drResults of Operation:
Overview

Cliffs Natural Resources Inc. traces its corpotas¢ory back to 1847. Today, we are an internatiomiaing and natural resources
company. We are the largest producer of iron olietgsen North America, a major supplier of diresttipping lump and fines iron ore out of
Australia, and a significant producer of metallaadicoal. Our company’s operations are organizedraing to product category and
geographic location: North American Iron Ore, No&tmerican Coal, Asia Pacific Iron Ore, Asia Pacifioal and Latin American Iron Ore.

In North America, we operate six iron ore mined/fichigan, Minnesota and Eastern Canada, and twingatoal mine complexes
located in West Virginia and Alabama. Our Asia Ra@perations are comprised of two iron ore mindagnplexes in Western Australia,
serving the Asian iron ore markets with direct-glig fines and lump ore, and a 45 percent econartécest in Sonoma, a coking and
thermal coal mine located in Queensland, Austratid.atin America, we have a 30 percent interegknimapa, a Brazilian iron ore project.

Over recent years, we have been executing a syrdegigned to achieve scale in the mining indusitny focused on serving the world’s
largest and fastest growing steel markets. Howekercurrent volatility and uncertainty in globahrkets, which persisted throughout 2009,
coupled with the slowdown in the world’s major eoomes, has had a significant impact on commodiityegrand demand. While showing
signs of improvement during the second half of 2@08bal crude steel production, a significant drief our business, was down
approximately 8 percent from 2008, with even grepteduction declines in some areas, including Némnerica.

Consolidated revenues for 2009 decreased to $idhbivith net income per diluted share of $1.88is compares with revenues of
$3.6 billion and net income per diluted share af7f$4n 2008. In response to the economic downtarhit impact on the steel industry, we
initiated and extended production curtailmentsuatiorth American mines during 2009 necessaryigmalutput with lower demand and
optimize inventory. In Asia Pacific, the demand $teelmaking raw materials remained strong througtie year primarily led by demand
from China. Despite the absence of benchmark gettiements in China, we negotiated final pricingquagements consistent with agreed
upon price declines reached between Asia Pacdwrsiakers outside of China and producers in AuatrRlesults for 2009 were favorably
impacted by the rise in the Australian dollar toexchange rate of A$0.90 at December 31, 2009ltiregin $85.7 million of unrealized gail
on foreign currency exchange contracts during tee.y

Throughout 2009, we took proactive measures inaesp to the high degrees of uncertainty withinindustry and the macroeconomic
environment as well as to better position ourselodake advantage of possible opportunities whemtarket improved. In 2009, we also
continued to focus on cash conservation and geéorriom our business operations as well as redoaif discretionary capital expenditures,
in order to ensure we were positioned to face Hadlenges and uncertainties associated with thecuenvironment. These actions have
allowed us to weather the financial crisis and it to pursue our strategic plan.

Segments

We organize our business according to product oayeand geographic location: North American IroreO¥orth American Coal, Asia
Pacific Iron Ore, Asia Pacific Coal and Latin Antam Iron Ore. The Asia Pacific Coal and Latin Aroan Iron Ore operating segments do
not meet the criteria for reportable segments.

All North American business segments are headgealia Cleveland, Ohio. Our Asia Pacific headquarig located in Perth, Austral
and our Latin American headquarters is locatedicnd® Janeiro, Brazil. See NOTE 2 — SEGMENT REPQXRT ffor further information.
Growth Strategy and Strategic Transactions

While maintaining a disciplined approach to ourragpieg activities given the current economic enmirent, we continue to identify
opportunities to grow and at the same time posibiarselves to address any uncertainties that BaéhWe expect to continue increasing our
operating scale and presence as an
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international mining and natural resources comgangxpanding both geographically and through theemails we mine and market. Our
growth in North America combined with our investrtgeim Australia and Latin America, as well as asdgigns in minerals outside of iron
ore, such as metallurgical coal and chromite, titates the execution of this strategy. We also etqueachieve growth through early
involvement in exploration and development actidgtby partnering with junior mining companies, whpgovide us low-cost entry points for
potentially significant reserve additions. In 20@& established a global exploration group, legtnfessional geologists who have the
knowledge and experience to identify new world-lpsojects for future development or projects #ut significant value to existing
operations.

We continued our strategic growth and transfornmativan international mining and natural resougmapany through the following
transactions:

» Acquisition of Freewes
» Acquisition of remaining interest in Wabu
» Acquisition of additional interest in renewaFU
» Establishment of a global exploration grc
Refer toRecent Developmentsthin Item 1 —Business for additional information regarding each of thesrategic transactions.

Results of Operations — Consolidated
2009 Compared to 2008
The following is a summary of our consolidated fesaf operations for 2009 compared with 2008:

(In Millions)
Variance
Favorable/
2009 2008 (Unfavorable
Revenues from product sales and serv $2,342.( $ 3,609.: $ (1,267.)
Cost of goods sold and operating expet (2,033.) (2,449.9 416.3
Sales Margir $ 308.¢ $1,159. $ (850.9
Sales Margin ¥ 13.2% 32.1% -18.%

Revenue from Product Sales and Services

Sales revenue in 2009 declined $1.3 billion, op8&ent from 2008. The decrease in sales revenggriraarily due to lower sales
volumes related to our North American businessatpmrs as a result of the volatility and uncertaintglobal markets throughout much of
2009, which led to production slowdowns in the okimerican steel industry, and in turn reduced dedfar iron ore and metallurgical ca
In addition, the global economic crisis resulte@igreat deal of pressure from customers, partiguta China, for a roll back of the 2008
price increases for seaborne iron ore and metélirgoal in 2009. We experienced a reduction iment year pricing at each of our business
units, thereby contributing to lower revenue leverl2009.

As a result of the deteriorating market condititimst continued throughout much of 2009, revenuleda@ to our North American Iron
Ore and Coal segments decreased approximately&ggllion and $139.1 million, respectively, compdneith 2008. Based upon the
economic downturn and the resulting impact on demaales volumes in 2009 declined approximatelp@@ent at North American Iron
Ore. North American Coal experienced a decreaselirme of 42 percent year over year. Revenues @9 2@ere also negatively impacted by
base rate adjustments related to reductions ind\Rellet Pricing and producer price indices refeeenin certain of our North American Iron
Ore contracts as well as the estimated declingénagie annual hot band steel pricing for one ofitanth American Iron Ore customers.
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Revenues from our Asia Pacific operations were tiegg impacted by the decline in 2009 iron orecps caused by lower demand for
steel worldwide. As a result, revenues at Asiafitalcon Ore in 2009 declined 30 percent from thi@ipyear. Pricing decreases in the current
year contrast with settled price increases in 20f087 percent and 80 percent for lump and finespeetively. The overall decline in curre
year revenue at Asia Pacific Iron Ore was partiaffget by positive sales mix and a 9 percent iaseein sales volume as a result of increi
demand from China.

Refer to “Results of Operations — Segment Inforordtifor additional information regarding the impadétspecific factors that
impacted revenue during the period.

Cost of Goods Sold

Cost of goods sold was $2.0 billion in 2009, a dase of $416.3 million, or 17 percent compared &@88. The decrease is primarily
attributable to lower costs at our North Americaisibess operations as a result of declines in salesne and cost reductions during the year
related to ongoing cash conservation efforts thatteen reinforced in light of the economic envinent. Costs were also favorably
impacted in 2009 by approximately $35.2 milliorated to favorable foreign exchange rates compaittdtie prior year. In addition, year-to-
date fuel and energy costs in our North Americath &sia Pacific iron ore operations decreased apprabely $71.6 million from 2008.

The overall decrease in cost of goods in 2009 veatigily offset by idle expense of approximately6$36 million related to production
curtailments in North America throughout the yéaraddition, costs in 2009 reflect the impact af thsia Pacific Iron Ore and United
Taconite step acquisitions, which occurred in #agosd half of 2008.

Refer to “Results of Operations — Segment Inforovdtifor additional information regarding the impadtspecific factors that
impacted our operating results during the period.
Other Operating Income (Expense)
Following is a summary of other operating incong@nse) for 2009 and 2008:

(In Millions)

Variance

Favorable/

2009 2008 (Unfavorable
Royalties and management fee reve $ 48 $ 21.7 $ (169
Selling, general and administrative exper (120.%) (188.¢) 67.¢
Terminated acquisition cos — (90.7 90.1
Gain on sale of other ass— net 13.2 22.¢ (9.6)
Casualty recoverie — 10.t (20.5)
Miscellaneous— net 24.C 2.8 21.1

$ (78.7) $(220.6) $ 1421

The decrease in royalties and management fee reva16.9 million in 2009 compared with 2008 igyrily attributable to lower
production at our iron ore mines and reduced gaiess. Additionally, we received all of Tilden’sgaluction in 2009. Therefore, the
remaining venture partner at Tilden was not requicepay us the resulting royalty for their shaféons mined and produced from the ore
reserves owned by Cliffs.

The decrease in selling, general and administrapense of $67.9 million in 2009 compared with&@0primarily the result of an
increased focus on cost reduction efforts duedcathrent economic conditions. In particular, algsprofessional service and legal fees
associated with the expansion of our businessridatihpproximately $38.4 million during the year ditbnally, employment costs were
reduced by $26.2 million primarily as a result@fver sharddased and incentive compensation. Expenses atarPacific Iron Ore segme
were $6.2 million higher in 2009 when compared V@98, reflecting an increased focus on marketeiyities due to the weakening
economic climate, as well as higher employmentscastl outside professional
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services to support business development and ireprewt efforts. In addition, selling, general anthistrative expense in the prior year
was impacted by a charge in the first quarter @26f approximately $6.8 million in connection waHegal judgment.

On November 17, 2008, we announced the terminafidine definitive merger agreement with Alpha NatiResources, Inc., under
which we would have acquired all outstanding shafeslpha. Both our board of directors and Alphb&ard of directors made the decision
after considering various issues, including theentrmacroeconomic environment, uncertainty instieel industry, shareholder dynamics,
and the risks and costs of potential litigationn§idering these issues, each board determinetetimaination of the merger agreement was in
the best interest of its equity holders. Undertéims of the settlement agreement, we were reqtorpdy Alpha a $70 million termination
fee, which was financed through our revolving dréatility and paid in November 2008. As a res§iip.1 million in termination fees and
associated acquisition costs were expensed irotirghf quarter of 2008 upon termination of the défia merger agreement.

In October 2009, Asia Pacific Iron Ore completed $hle of its 50 percent interest in the Irvinarisl iron ore project to its joint venture
partner, Pluton Resources Limited (“Pluton Resasliflcdhe consideration received consisted of a gastment of approximately $5 million
and the issuance of 19.4 million shares in Plutesdrrces, all of which resulted in recognition gfaén on sale amounting to $12.1 million.
Our interest in Pluton Resources is approximatgly percent at December 31, 2009. The prior yeiargasale of assets of $22.8 million
primarily related to the sale of Cliffs Synfuel @o(“Synfuel”), which was completed in June 2008.

Casualty recoveries in 2008 were primarily attrihl¢ to a $9.2 million insurance recovery related 2006 electrical explosion at our
United Taconite facility.

Miscellaneous — netf $24.0 million in 2009 is primarily attributabte exchange rate gains on foreign currency trarsectelated to
loans denominated in Australian dollars, as a teduhe increase in exchange rates during theddrom A$0.69 at December 31, 2008 to
A$0.90 at December 31, 2009.

Other income (expense)
Following is a summary of other income (expenseRfi09 and 2008:

(In Millions)

Variance

Favorable/

2009 2008 (Unfavorable

Changes in fair value of foreign currency contraces $85.7 $(188.7) $ 273¢
Interest incom 10.¢ 26.2 (15.9
Interest expens (39.0 (39.9) 0.8
Impairment of securitie — (25.7) 25.1
Other nor-operating incom: 2.8 4.3 (1.4)

$ 60.4 $(222.6) $ 283.(

49



Table of Contents

The impact of changes in the fair value of our iigmecurrency contracts on the Statement of Conatgiti Operations is due to
fluctuations in foreign currency exchange ratesmipthe year. The favorable unrealized mark-to-reafkictuation of $85.7 million in 2009
relates to the Australian to U.S. dollar spot &té$0.90 as of December 31, 2009, which increasediderably from the Australian to U.S.
dollar spot rate of A$0.69 as of December 31, 200& changes in the spot rates are correlatecetaghreciation of the Australian dollar
relative to the United States dollar during thery®aring 2009, approximately $780 million of owstling contracts matured or were sold,
resulting in a cumulative net realized loss of $37illion since inception of the contracts. Thddualing table represents our foreign currency
derivative contract position as of December 31,9200

($ in Millions)
Weighted Average
Contract Maturity Notional Amount Exchange Rate Spot Rate Fair Value
Contract Portfolio (excluding AUD Call Options) (1
Contracts expiring in the next 12 mon $ 33.C 0.82 0.9C $ 0.8
Total $ 33.C 0.82 0.9C $ 0.8
AUD Call Options (2]
Contracts expiring in the next 12 mon $ 75. 0.8¢ 0.9C $ 33
Total $ 75.5 0.8¢ 0.9C $ 33
Total Hedge Contract Portfol $ 108.t $ 4.2

(1) Includes collar options and convertible collar op8.

(2) AUD call options are excluded from the weightagtrage exchange rate used for the remaindeeafahtract portfolio due to the
unlimited downside participation associated withsth instrument:

The decrease in interest income in 2009 compardd2i08 is attributable to a decline in interesasieg cash and investments held
during the current year coupled with lower oveaaderage returns. Investment returns in 2009 arerd@s a result of market declines. The
slight decrease in interest expense in 2009 isgriiyndue to lower average interest rates on tédlt outstanding of 4.48 percent at
December 31, 2009, compared with 5.85 percent etmber 31, 2008, partially offset by an increasiéperiod outstanding related to
borrowings under our senior notes. Higher inteegpiense in 2008 also reflected interest accretiothe deferred payment related to the
PinnOak acquisition. See NOTE 9 — DEBT AND CREDIAGELITIES for further information.

In 2008, we recorded impairment charges of $25Illomirelated to declines in the fair value of @wailable-for-sale securities which
we concluded were other than temporary. As of Déxesril, 2008, our investments in PolyMet and GoMgst had fair values totaling $€
million and $4.7 million, respectively, comparediwa cost of $14.2 million and $21.8 million, respeely. The severity of the impairments
in relation to the carrying amounts of the indivadlinvestments was consistent with the macroeconomairket and industry developments
during 2008. However, we evaluated the near-tewwspects of the issuers in relation to the sevarity rapid decline in the fair value of each
of these investments, and based upon that evatjati® could not reasonably assert that the impaitmperiod would be temporary primarily
as a result of the global economic crisis and titeesponding uncertainties in the market.

As a result of acquiring the remaining interesEirewest effective January 27, 2010, results iditsequarter of 2010 will be impacted
by approximately $13 million of realized gains, aiiwill be recognized i®ther income (expenseh the Statement of Operations for the
period ended March 31, 2010.

Income Taxes

Our tax rate is affected by recurring items, suskigpletion and tax rates in foreign jurisdictiansl the relative amount of income we
earn in our various jurisdictions. It is also affst by discrete items that may occur in any givearybut are not consistent from year to year.
The following represents a summary of our tax pivi and corresponding effective rates for theyeaded December 31, 2009 and 2008:

(In Millions)
2009 2008
Income tax expens $20.¢ $144.2
Effective tax rate 7.2% 20.1%
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Our tax provision for the years ended DecembefB@9 and 2008 was $20.8 million and $144.2 milli@spectively. The $123.4
million decrease in income tax expense and 12.€gp¢idecrease in the effective tax rate are priynatiributable to lower pre-tax book
income and increased benefits from certain disétetes, partially offset by increased valuatiomaiinces. Discrete items in 2009 relate to
benefits associated with the settlement of taxtawadid filings for prior years. We had a $39.0 imnilincrease in the valuation allowance of
certain deferred tax assets. Of this amount, $2dll®n relates to certain foreign operating losaed $14.5 million relates to certain foreign
assets where tax basis exceeds book basis.

A reconciliation of the statutory tax rate to theetive tax rate for the years ended DecembefB@9 and 2008 is as follows:

2009 2008
U.S. statutory rat 35.(% 35.(%
Increases/(Decreases) due
Percentage depletic (11.¢) (11.9
Impact of foreign operatior (9.2 (2.7
Valuation allowanct 11.€ 1.€
Other items— net 0.4 (0.6)
Effective income tax rate before discrete ite 26.€ 22.C
Discrete item: (19.9 (1.9
Effective income tax rat 7.2% 20.1%

See NOTE 14 — INCOME TAXES for further information.

Equity Loss in Ventures

Equity loss in ventures is primarily comprised af share of the results from Amapa and AusQuestyfach we have a 30 percent
ownership interest in each. The equity loss in werg for the year ended December 31, 2009 of $68lidn primarily represents our share
the operating results of our equity method investine Amapa. Such results consist of operatingdssd $62.2 million. Results in 2008
mainly consisted of operating losses of $45.6 millipartially offset by foreign currency hedge gairf $10.5 million. The negative operating
results in each year are primarily due to slowanthnticipated ramp-up of operations and produtlgi Our equity share of the losses for
Amapa were also higher in the current year duewoite-down in the value of inventory, asset impa@nt charges, as well as changes in
foreign currency exchange rates during 2009 andebgting impact on project debt denominated iazBian real.

Noncontrolling Interest
Noncontrolling interest in consolidated income vadess of $0.8 million in 2009 compared with incoaié21.2 million in 2008. The
change is primarily attributable to the acquisitadrthe remaining 19.6 percent interest in AsiaifRalron Ore (formerly known as Portman
Limited) during 2008, thereby eliminating the rel&inoncontrolling interests in 2009.
2008 Compared to 2007
The following is a summary of our consolidated fesaf operations for 2008 compared with 2007:

(In Millions)

Variance

Favorable/

2008 2007 (Unfavorable

Revenues from product sales and serv $ 3,609.: $2,275.. $ 1,333.¢
Cost of goods sold and operating expetr (2,449.9 (1,813.9) (636.2)
Sales Margir $1,159.° $ 462.C $ 697.7

Sales Margin ¥ 32.1% 20.5% 11.£%
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Revenue from Product Sales and Services

Sales revenue in 2008 increased $1.3 billion, gpé&@ent, compared with 2007. The increase in selemue was primarily due to
higher sales prices combined with increases irssalkime. Higher sales volume in 2008 was primatilg to increased demand and
commitments under our long-term pellet sales agesgsn increased spot sales, and customer plargesithuring the prior year. However,
this increase was partially offset by declinesales volumes to customers during the fourth quaft@008 as a result of the volatility and
uncertainty in global markets, which led to prodretslowdowns in the steel industry. In additioales volume was negatively impacted
throughout the year by adverse mining conditiorss gmoduction delays at our North American Coal segimResults for North American
Coal in 2007 represent five months of operationsesthe July 31, 2007 acquisition.

Revenues in 2008 related to our North American (Poa segment increased approximately $624.2 mithogr 2007 primarily as a
result of higher steel prices, renegotiated and loeny-term supply agreements with certain customehnsch were negotiated at world pellet
prices, and other contractual price adjustmenbfacin 2008, revenue also included $225.5 millielated to the supplemental steel payments
compared with $98.3 million in 2007. In additiohetAustralian benchmark prices for lump and firetflesd at increases of 97 percent and 80
percent in 2008, thereby resulting in higher rewasniniom our Asia Pacific Iron Ore segment compavitid 2007.

Cost of Goods Sold

Cost of goods sold was $2.4 billion in 2008, anréase of $636.2 million, or 35 percent compareth ®307. The increase in cost of
goods sold in 2008 was primarily due to the faat tiesults for North American Coal in 2007 onlyneented five months of operations since
the July 31, 2007 acquisition. In addition, ther@ase in cost of goods sold in 2008 was attribatédbhigher costs of production, higher
royalty fees related to increases in pellet pricemyd increased maintenance costs associatedheifiithigan expansion project and major
furnace repairs at Empire and United Taconite dutte first quarter of 2008. In 2008, we continteethe challenged with adverse geological
conditions across the mines at our North Americaal@egment and delays in delivery of new capijaigment, which contributed to overall
equipment performance and availability issues etmeresulting in production delays and increasestscim all operations. Costs were also
negatively impacted in 2008 by approximately $1ibion related to unfavorable foreign exchange sais well as higher fuel and energy
costs primarily related to our North American arsladPacific iron ore operations, which togethereéased $42.5 million compared with
2007. In addition, the impact of the United Tacersihd Asia Pacific Iron Ore step acquisitions atsatributed to the increase in 2008.

Other Operating Income (Expense)
Following is a summary of other operating incomg@nse) for 2008 and 2007:

(In Millions)

Variance

Favorable/

2008 2007 (Unfavorable

Royalties and management fee reve $ 21.7 $ 14.°F $ 7.2
Selling, general and administrative exper (188.¢ (114.2) (74.4)
Terminated acquisition cos (90.]) — (90.2)
Gain on sale of other ass— net 22.¢ 18.4 4.4
Casualty recoverie 10.t 3.2 7.3
Miscellaneous— net 2.6 (2.9 5.2

$(220.9) $ (80.9 $ (1409

The increase in selling, general and administraigense of $74.4 million in 2008 compared with2@0primarily a result of $20.2
million in higher share-based and incentive comp#ag, and higher wages and benefits related ioaease in the number of employees.
We also incurred approximately $2.2 million in
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corporate severance costs during the fourth quaft2@08. Outside professional service and legad fessociated with the expansion of our
business increased approximately $15.1 milliond@& Expenses at our Asia Pacific Iron Ore segment $5.7 million higher than 2007,
reflecting higher employment costs and outsidegssibnal services to support business developmerningrovement efforts. Selling,
general and administrative expense in 2008 wasimigacted by additional corporate development &is/in Latin America, Asia Pacific,
and other general business development, resutiing increase of approximately $13.0 million. Inligidn, 2008 includes a full year of
selling, general and administrative expenses framNwmrth American Coal segment, compared with fivenths in 2007 based on a July 31,
2007 date of acquisition, resulting in an increafs®5.1 million. Selling, general and administratiexpense in 2008 was also impacted by a
charge in the first quarter of approximately $6.i8iom in connection with a legal case as well @s3million related to our interest in Sono
acquired in 2007.

On November 17, 2008, we announced the terminatidine definitive merger agreement with Alpha NatiResources, Inc., under
which we would have acquired all outstanding shafespha. Both our Board of Directors and Alph&sard of Directors made the decision
after considering various issues, including the nm@conomic environment, uncertainty in the steglisiry, shareholder dynamics, and the
risks and costs of potential litigation. Considgrthese issues, each board determined that teioninatthe merger agreement was in the best
interest of its equity holders. Under the termshefsettlement agreement, we were required to filya®a $70 million termination fee, which
was financed through our revolving credit faciityd paid in November 2008. As a result, $90.1 arilin termination fees and associated
acquisition costs were expensed in the fourth guaft2008 upon termination of the definitive marggreement.

The gain on sale of other assets of $22.8 millioA008 primarily relates to the sale of our whallyned subsidiary, Synfuel, which w
completed on June 4, 2008. Under the agreemen§Haile Exploration Company-Skyline, LLC acquire® p@rcent of Synfuel for $24
million. As additional consideration for the stoekperpetual nonparticipating royalty interest weanted initially equal to $0.02 per barrel of
shale oil and $0.01 per barrel of shale oil produtem lands covered by existing State of Utalsbdle leases, plus 25 percent of royalty
payments from conventional oil and gas operatigve.recorded a gain of $19 million in the secondrggraof 2008 upon completion of the
transaction. The gain on sale of assets in 206218 million primarily reflected the fourth quar@007 gain on the sale of portions of the
former LTVSMC site. The sale included cash procesdgpproximately $18 million.

The increase in casualty recoveries in 2008 condpaitlh 2007 is primarily attributable to a $9.2 lih insurance recovery recognized
in the current year related to a 2006 electrical@sion at our United Taconite facility.

Other income (expense)
Following is a summary of other income (expenseRfid8 and 2007:

(In Millions)

Variance

Favorable/

2008 2007 (Unfavorable
Changes in fair value of foreign currency contraces $(188.7) $ — $ (188.9)
Interest incom 26.2 20.C 6.2
Interest expens (39.9 (22.6) (17.2)
Impairment of securitie (25.7) — (25.7)
Other nor-operating incom 4.3 1.7 2.€
$(222.6) $ (0.9 $ (221.%)

The impact of changes in the fair value of our iigmecurrency contracts on the Statement of Conatdidl Operations in 2008 is due to
fluctuations in foreign currency exchange ratesrmiuthe year. We are required to record the marakte of our open derivative positions on
our Statements of Consolidated Financial PosifRsaviously, when the derivative instruments werggleated as cash flow hedges, the mark-
to-market
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adjustments related to the effective portions eflibdges were recorded as a componedtloér comprehensive incomépon dedesignatior
of the cash flow hedges, effective July 1, 2008, ittstruments are prospectively marked to fair @ahnd the adjustments resulting from
changes in the market value of these derivativieuingents are recorded as an unrealized gain oekds reporting period. The following
table represents our foreign currency derivativtreat position as of December 31, 2008:

($ in Millions)
Weighted Averag
Contract Maturity Notional Amoun Exchange Rat Spot Rat Fair Value
Contract Portfolio (excluding AUD Call Options) (1
Contracts expiring in the next 12 mon $ 537.( 0.81 0.6¢ $ (775
Contracts expiring in the next 13 to 24 mor 202.t 0.74 0.6¢ (25.F
Contracts expiring in the next 25 to 36 mor 55.C 0.77 0.6¢ (8.9
Total $ 794. 0.7¢ 0.6¢ $(111.9)
AUD Call Options (2]
Contracts expiring in the next 12 mon $ 33.C 0.817 0.6¢ $ 0.2
Contracts expiring in the next 13 to 24 mor 41.F 0.9C 0.6¢ 0.€
Contracts expiring in the next 25 to 36 mor — — — —
Total $ 74.5 0.8¢ 0.6¢ $ 0S¢
Total Hedge Contract Portfol $ 869.( $(110.9)

(1) Includes collar options, convertible collar optiarsl forward exchange contrac

(2) AUD call options are excluded from the weightegrage exchange rate used for the remaindeeafahtract portfolio due to the
unlimited downside participation associated withsth instrument:

The significant unrealized mark-to-market fluctoas are related to the Australian to U.S. dollat sate of A$0.69 as of December 31,
2008, which significantly decreased from the Adsrato U.S. dollar spot rate of A$0.96 as of J80e2008 upon de-designation of the
hedges. The changes in the spot rates are coddtatee depreciation of the Australian dollar tigkato the United States dollar during the
period. In addition, the amount of outstanding cacts in our foreign exchange hedge book signiflgancreased from $559.2 million at
June 30, 2008 to approximately $869.0 million aBetember 31, 2008, primarily as a result of higtades prices in 2008 partially offset by
the expiration of contracts upon maturity.

In 2008, we recorded impairment charges of $25Illomirelated to declines in the fair value of @wailable-for-sale securities which
we concluded were other than temporary. As of Désril, 2008, our investments in PolyMet and GoMgst had fair values totaling $€
million and $4.7 million, respectively, comparediwa cost of $14.2 million and $21.8 million, restreely. The metals and mining industry
and our investees are susceptible to changes id.eand global economies and the industriesef ttustomers. Their principal customers
are part of the global steel industry, and thegiheisses had been adversely affected by the slowdbthe global economy, particularly
during the last quarter of 2008 when our investméetcame impaired. The severity of the impairmintslation to the carrying amounts of
the individual investments was consistent withrthecroeconomic market and industry developments.d¥ew we had evaluated the near-
term prospects of the issuers in relation to thvesly and rapid decline in the fair value of eatlthese investments, and based upon that
evaluation, we could not reasonably assert thaintpairment period would be temporary primarilyaagesult of the global economic crisis
and the corresponding uncertainties in the markéteaend of 2008.

The increase in interest income in 2008 compardid 2007 is attributable to additional cash and stwveents held by our Asia Pacific
Iron Ore segment during 2008 coupled with highesrall average returns. However, investment retwa® lower in the fourth quarter of
2008 as a result of market declines. Higher inteergense in 2008 reflected increased borrowingkeaur senior notes and interest
accretion for the deferred payment related to ihe®ak acquisition.
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Income Taxes

Our tax rate is affected by recurring items, suglepletion and tax rates in foreign jurisdictiansl the relative amount of income we
earn in our various jurisdictions. It is also afst by discrete items that may occur in any givearybut are not consistent from year to year.
The following represents a summary of our tax pivi and corresponding effective rates for theyeaded December 31, 2008 and 2007:

(In Millions)
2008 2007
Income tax expens $144.2 $84.1
Effective tax rate 20.1% 22.1%

Our tax provision for the year ended December 8082and 2007 was $144.2 million and $84.1 milli@spectively. The increase was
primarily attributable to higher pre-tax book incemartially offset by a decrease in our effectavetate. Our effective tax rate for the year
ended December 31, 2008 and 2007 was 20.1 pencér22al percent, respectively. The 2.0 percentedeser is primarily attributable to
increased percentage depletion and release ofthation allowance related to foreign net operakirsges.

A reconciliation of the statutory tax rate to thfeetive tax rate for the years ended Decembe8@8 and 2007 is as follows:

2008 2007
U.S. statutory rat 35.(% 35.(%
Increases/(Decreases) due
Percentage depletic (11.9) (12.z
Impact of foreign operatior (2.2) (1.9
Valuation allowanct 1.€ 3.4
Other items— net (0.6) 2.9
Effective income tax rate before discrete ite 22.C 21.¢
Discrete item: (19 _ 0.2
Effective income tax rat 20.1% 22.1%

Equity Loss in Ventures

The equity loss in ventures for the year ended Béez 31, 2008 of $35.1 million primarily represeats share of the operating results
of our equity method investment in Amapa. Suchltesnainly consist of start-up and operating losse®45.6 million, which includes
operating losses from Amap@’s railroad of $5.8iomill The loss was partially offset by foreign cumeg hedge gains of $10.5 million. This
compares with a loss of $11.2 million in 2007, coisgd of $7.2 million in pre-production costs arddGmillion of operating losses from the
railroad. The negative operating results in 2008weainly due to slower than anticipated ramp-upp#rations and product yields.

Noncontrolling Interest

Noncontrolling interest in consolidated income eased $5.6 million, or 36 percent, for the yeareendecember 31, 2008. The incre
was primarily driven by a corresponding increasthaoperating results of Asia Pacific Iron Oreiffierly known as Portman Limited), a
consolidated subsidiary in which we owned approxatya80.4 percent in 2007 and throughout the fiedf of 2008. In June 2008, we
acquired an additional 4.8 percent interest in Agaific Iron Ore through a share repurchase pmgffered by Portman. We subsequently
made an offnarket offer to purchase the outstanding sharepekeded with a compulsory acquisition of theaiging shares to obtain fi
ownership of Asia Pacific Iron Ore in the fourthagier of 2008. The transaction constituted a stepigition of a noncontrolling interest,
thereby reducing noncontrolling interest in cordated income on a prospective basis. We accouatdtid acquisition of the noncontrolling
interest by the purchase method. As a result oftiye acquisition, the then historical cost bath® noncontrolling interest balance was
reduced to the extent of the percentage interdédt aod the increased ownership obtained was ateddor by increasing the entity’s basis
from historical cost to fair value for the portiohthe assets acquired and liabilities assumeddbasehe additional ownership acquired.

55



Table of Contents

Results of Operations — Segment Information

Our company is organized and managed accordingptiupt category and geographic location. Segméatriration reflects our
strategic business units, which are organized tetmgstomer requirements and global competition ewduate segment performance based
on sales margin, defined as revenues less costoafsgsold identifiable to each segment. This meastioperatingperformance is an effecti
measurement as we focus on reducing productios dostughout the Company.

2009 Compared to 2008
North American Iron Ore

Following is a summary of North American Iron Ossults for 2009 and 2008:

(In Millions)
Change due t
Idle cost/
Productiol
Sales pric
Sales volume Freight and Total
2009 2008 and rate volume variance reimbursemen change

Revenues from product sales and serv $1,447.¢ $ 2,369.¢ $(165.5) $(580.) $ — $ (175.€  $(921.)
Cost of goods sold and operating expe (1,172.9) (1,565.9) (22.0) 358.: (118.9) 175.¢ 393.(
Sales margil $ 275t $ 804.: $(187.5)  $(222.9) $(118.9 3 = $(528.9)

Sales ton: 16.4 22.7

Revenue in 2009 decreased $921.8 million, or 38gre¢rcompared with 2008 primarily as a result @8gercent decline in sales
volume, which contributed $580.7 million to the malédecrease in revenue. The decline in saleswelis a result of the economic downturn
and its impact on the global steel industry, whHeazhto a decline in demand for steel-making prosliciNorth America during 2009. In
addition to the year-over-year decline in salesinad, reported price settlements for iron ore pelleflected a decrease of approximately 48
percent below 2008 prices, compared with an inered87 percent in the prior year. As a resultelrase adjustments related to estimated
reductions in World Pellet Pricing and producecerindices have contributed to a $165.5 millionlidedn revenues in 2009. Revenue in the
current year included approximately $22.2 millietated to supplemental contract payments compaitedp®25.5 million in 2008. The
decrease between periods relates to the estimatéidelin average annual hot band steel pricingfar of our North American Iron Ore
customers.

In August 2009, an arbitration demand was filedragjaus by one of our customers relating to a pelliee reopener provision in one of
our supply contracts. The customer claims that @rititled to request a price renegotiation evengh it did not provide written notice before
the deadline specified in the supply agreementdichdot show that the triggering event had occur8tbuld the arbitration panel determine
that the customer is permitted to request a pgoegotiation, the two sides have 60 days followiatice per the supply agreement to
negotiate revised pricing. In the event these natjohs are unsuccessful, further arbitration wcadutilized to determine the revised
applicable price under the supply agreement. Thoe pletermined by the arbitrator would be effectigeoactive to the beginning of 2009. In
the event this matter goes to supplementary atioitréo determine the revised price under the supgteement, and we are unsuccessful in
defending our position, the retroactive revisedipg for 2009 sales under the supply agreementdvoale a material impact on our
consolidated operating results. Refer to Part lteml3,Legal Proceedingsfor additional information.

In 2009 and 2008, certain customers purchased aiddqr approximately 0.9 million tons and 1.2 moill tons of pellets, respectively,
in order to meet minimum contractual purchase requents for each year under the terms of take-prepatracts. The inventory was stored
at our facilities in upper lakes stockpiles. At tieguest of the customers, the ore was not shigpedlting in deferred revenue at
December 31, 2009 and 2008 of $81.9 million and$&#llion, respectively. As of December 31, 2089 0f the 1.2 million tons that were
deferred at the end of 2008 were delivered, regylti the related revenue being recognized in 2B0&hermore, the
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supply agreement with one of our customers reqtiiregustomer to pay for any tons remaining unge2@09 nomination in addition to
certain stockpile payments by December 31, 2008r& tvere approximately 1.7 million unshipped taaining under the customer’s 2009
nomination and 0.8 million tons related to Decen@09 shipments, for which payment of $147.5 milwas due on December 31, 2009
the terms of the contract. The customer did noitrpayment of this amount until January 4, 2010aA®sult, such amounts are not reflected
in our 2009 consolidated financial statements.

Cost of goods sold and operating expense in 200&dsed $393.0 million or 25 percent from the pyear primarily due to lower sales
volume, which resulted in cost reductions of apprately $358.3 million. The overall decrease wadially offset by idle expense of $118.9
million related to production curtailments at ngaall of the North American Iron Ore mines durin@0® in order to balance production with
anticipated sales demand. In addition, cost of gamdd and operating expenses were unfavorablyatagan 2009 by approximately $22
million due to higher cost rates. The increase prasarily attributable to $43 million of higher labcosts related to the new labor agreement
entered into in September 2008 at our iron ordifiesi as well as higher fringe rates combined withincrease of $22 million related to
higher energy costs. This was partially offset 828 million reduction in fuel costs, a decreasmiyalty costs of $18 million as a result of
lower iron ore pellet pricing, and cost reductiofi$11 million related to ongoing cash conservagforts during the current year. In
addition, due to lower partner demand, Cliffs aceghil.6 million tons produced at Tilden and Wabinem the mine partners’ share at
variable cost, which resulted in a favorable cogiact of approximately $79 million in 2009.

Production
Following is a summary of iron ore production togador 2009 and 2008:

(In Millions) (1)
Company Shar Total
Mine 2009 2008 2009 2008
Empire 2.C 3.€ .€ 4.€
Tilden 5.€ 6.5 5.€ 7.€
Hibbing 0.4 1.8 1.7 8.2
Northshore 3.2 5.t 3.2 5.5
United Taconite 3.8 4.3 3.8 5.1
Wabust 21 1.1 2.7 4.2
Total 17.1(2) 22¢ 19.¢ 35.2

(1) Long tons of pellets (2,240 pound
(2) Includes 1.6 million tons allocated to Cliffs dweré-nominations by Cliff’ partners at Tilden and Wabu

In response to the economic downturn, we continuationalize production to match customer demém@009, we reduced production
at our six North American Iron Ore mines to 17.1lion equity tons compared with 2008 productior2@t9 million equity tons.

Based on signs of marked improvements in custormerathd beginning in the second half of 2009, we leereased production at m
of our facilities and have called employees backaok in order to ensure we are positioned to nre@eases in demand. During the fourth
quarter of 2009, Tilden and United Taconite bega@rating at full capacity. Northshore was operatiagwo large furnaces, and Empire
continued to maintain its current production lev®&bush was operating two of its three furnacdb ®liffs taking essentially all of the
tonnage. Only Hibbing continues to be fully cuediland is expected to remain idled until the secpradter of 2010.

Based on current market uncertainties and correpgblast furnace capacity utilization in North Arita, we continue to monitor the
marketplace closely and will adjust our productans for 2010 accordingly to meet customer demand.
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North American Coal
Following is a summary of North American Coal résdibr 2009 and 2008:

(In Millions, except tonnage)
Change due t

Idle cost/
Productiol
Sales pric
Sales volume Freight and Total
2009 2008 and rate volume variance reimbursemen change
Revenues from product sales and serv $207.2 $346. $ 0C $127) $ — 0% (12.9 $(139.)
Cost of goods sold and operating expe (279.0)  (392.%) (5.3 146.% (40.7) 12.€ 113.€
Sales margi $(71Y $ 464 $ (449 $ 196 $ (400 $ —  $ (259

Sales tons (in thousanc 1,87¢ 3,241

We reported sales margin losses of $71.9 milliash $46.4 million for the years ended December 30928nd 2008, respectively.
Revenue of $207.2 million in 2009 was 40 percewelothan the prior year. The decrease in revenpangarily attributable to a 42 percent
decline in sales volume as a result of market ¢@rdi which have adversely impacted the demandtémi-making raw materials throughout
the current year.

Cost of goods sold and operating expense in 200&dsed $113.6 million or 29 percent from the pyear primarily due to lower sales
volume, which resulted in cost reductions of apprmtely $146.7 million. The decrease in currentryssdes volume also resulted in a decline
in freight costs of $12.9 million and a reductiorroyalty costs of $7.5 million. In addition, insfgonse to the economic downturn, we
decreased spending across the North American @saldss segment and idled production at both tikeGdave and Pinnacle complexes
during 2009. Production curtailments and headcoeshictions during the current year have resultddvirer production-related costs,
including maintenance, supplies, and labor costaddount reductions resulted in labor and beneéit eductions of $32.2 million in 2009.
Spending on operating supplies and maintenance @t reduced in 2009 by approximately $26.1 mmilas we continued to focus on cash
conservation and cost management strategies. Howtbese cost reductions were more than offsetigiyen cost per ton rates in 2009, du
the impact of lower volume, resulting in an ovetaifavorable rate variance of $5.3 million. Cosgobds sold and operating expenses in
2009 were also negatively impacted by an increasdle expense and production volume variance 6fB#illion related to production
curtailments at both mine locations during the yeat delays associated with development of longpaaiels at Oak Grove in early 2009.

Production
Following is a summary of coal production tonnageZ009 and 2008:

(In Thousands) (1)

2009 2008

Mine:
Pinnacle Comple: 864 2,48¢
Oak Grove 871 97¢
Total 1,741 3,46¢

(1) Tons are short tons (2,000 pounc

Metallurgical coal demand has been reduced in tineet year as the steel industry has cut backygtazh in response to the global
economic slowdown. As a result, we initiated plan2009 to align production with customer demamdWest Virginia, production was idled
at our Green Ridge mines for part of the year,@oduction at our Pinnacle mine was temporarilypsusied. In Alabama, operating levels
were also reduced at our Oak Grove mine. Howeveduyztion levels began to increase at the end 09 2lbe to improvements in
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market conditions and increases in customer demarghrticular, during the fourth quarter, prodoatincreased at Oak Grove and
development was also accelerated to avoid downtir@10. At Pinnacle, the longwall move was comgidednd we resumed production in
mid-October. These production adjustments at North AgarrCoal resulted in a 2009 annual operatingaohtgpproximately 1.7 million ton
This compares with 2008 production of 3.5 millioms.

The Oak Grove mine was recently idled due to vatitih, water and roofing issues at the mine. MStgAidd our request to continue
limited production while we addressed these issDe&. Grove continued to operate a continuous nsaetion to develop future longwall
panels. MSHA approval was finally received on FelpyB, 2010 for longwall operations to resume.

Asia Pacific Iron Ore

Following is a summary of Asia Pacific Iron Oreutts for 2009 and 2008:

(In Millions)
Change due t
Sales pric
Sales Total
2009 2008 and rate volume Other change
Revenues from product sales and serv $542.1 $769.6 $(257.5) $72.E5 $(42.7) $(227.7)
Cost of goods sold and operating expe (454.9 (421.2) 1.8 (33.9) (1.7 (33.9)
Sales margi $ 87.2 $348.6 $(255.) $38.7 $(44.9H $(261.9)

Sales tonne 8.5 7.8

Sales margin for Asia Pacific Iron Ore decline®87.2 million in 2009 compared with $348.6 million2008. Revenue decreased 30
percent in the current year primarily as a restulbwer pricing for lump and fines in 2009 companeith 2008 prices. While the 2009
benchmark prices for iron ore lump and fines ditisadtle with all of our customers, we negotiatedipg arrangements with certain
customers in China to reflect the decline in stlsghand and prices. Pricing decreases in the cureamtof 44 percent and 33 percent for It
and fines, respectively, contrast with settledgiicreases in 2008 of 97 percent and 80 peraespectively. Pricing in 2009 was based upon
previously reported settlements in Japan and wade\pressures in the market and remained unchdng@dhe estimates we made
throughout most of 2009. The overall decline inrent year revenue was partially offset by a favieratariance of $72.5 million due to a 9
percent increase in sales volume as a result od@sed demand as well as a positive sales mixneriaf $34.1 million due to more sales of
lump and fines at higher prices and reduced sdllesvagrade fines.

Cost of goods sold and operating expenses in 2@06 welatively consistent with 2008. Costs wereauafably impacted by
approximately $38.8 million of amortization expemskated to the accounting for the acquisitionhaf temaining ownership interest in Asia
Pacific Iron Ore which occurred during the secoalf bf 2008. Costs in 2009 also increased by apprately $29.6 million due to higher
sales volumes as well as higher shipping cost& & fillion due to freight arrangements with cuséosito secure sales during the current
year. Increases in costs during 2009 were partidfet by favorable foreign exchange variance$3%.2 million.

Production
Following is a summary of iron ore production togador 2009 and 2008:

__(In Millions) (1)
2009 2008

Mine:
Koolyanobbing 8.3 7.3
Cockatoo Islant — 0.4
Total 8.3 7.7

(1) Tonnes are metric tons (2,205 pounds). Cockatodyatin reflects our 50 percent she
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Production at Asia Pacific Iron Ore in 2009 wadhieigthan 2008 as a result of increased demandnitiatives taken during the year to
improve supply conditions and eliminate certainduetion and logistics constraints, including rgabuades and stockpile utilization. Incree
in production in 2009 were partially offset by ted of production at Cockatoo during 2008. Prodauncis not expected to resume until the
first half of 2011 once the seawall is completed.

2008 Compared to 2007
North American Iron Ore

Following is a summary of North American Iron Ossults for 2008 and 2007:

(In Millions)
Change due t
Sales pric
Sales Freight and Total
2008 2007 and rate volume reimbursemen change

Revenues from product sale:

and service $ 2,369.¢ $1,745. $ 596.1 $34.4 $ (6.9 $ 624.2
Cost of goods sold and

operating expens (1,565.9) (1,347.9 (199.0 (25.0) 6.3 (217.9)
Sales margil $ 804.: $ 397.¢ $ 397.1 $ 9.2 $ = $ 406.4
Sales ton: 22.7 22.:

The increase in sales revenue in 2008 was primaduiéyto higher sales prices combined with an irsgréa sales volume. Revenue per
ton increased 33.3 percent in 2008 primarily assalt of higher steel prices, renegotiated and Inegy-term supply agreements with certain
customers, which were negotiated at a time of higloeld pellet prices, and other contractual padgustment factors. In 2008, revenue
included $225.5 million related to the supplemestakl payments compared with $98.3 million in 2007

The comparison of sales volume between 2008 and 286ws a slight increase year over year. Howéwve&(07, certain of our
customers purchased and paid for approximatelynlllbn tons of iron ore pellets in stockpiles hetend of the year in order to comply with
the take-or-pay provisions of their existing lomgrt supply agreements. The customers requestedfikad shipping schedule that we not
ship the iron ore until the spring of 2008, whee @reat Lakes waterways re-opened for shippingréfegnized revenue on the 1.5 million
tons in 2007. The following represents a comparidsales volume in 2008, 2007 and 2006 as ifrigarct of the stockpile sales were
excluded from the period reported and instead meized in the period shipped:

(In Millions)
Cash Receivec

Actual Sales Sales Tons Nc Pro Form:

Tons Recognize Recognizec Sales Ton

2006 20.: 1.2 21.t
2007 22.% (1.2) 21.1
2008 22.1 1.2 23.€

Absent the impact of the stockpile sales, the @sedn sales volume in 2008 is primarily due teeéased demand during the first three
quarters of 2008, commitments under our long-teetfepsales agreements, and customer plant outhgas) 2007. However, this increase
was partially offset by declines in sales volumesustomers during the fourth quarter of 2008 eessalt of the volatility and uncertainty in
global markets, which led to production curtailngeint the steel industry.

The increase in 2008 revenue is also attributabke$50.6 million favorable mark-to-market adjustitneelated to the unsold tons
associated with our purchase of the remaining 30gpe interest in United Taconite.

The increase in cost of goods sold and operatipgrese in 2008 was primarily due to higher cosfsrofluction, higher royalty fees
primarily related to the increases in pellet prigiand increased maintenance

60



Table of Contents

costs associated with the Michigan expansion ptofael and energy costs increased $28.4 milliongared with 2007. In addition, the
impact of the United Taconite step acquisition agntributed to the increase year over year.

Production
Following is a summary of iron ore production togador 2008 and 2007:

(In Millions) (1)

Company Shar Total
Mine 2008 2007 2008 2007
Empire 3.6 3.¢ 4.€ 4.9
Tilden 6.5 6.1 7.€ 7.2
Hibbing 1.¢ 1.7 8.2 7.4
Northshore 5.E 5.2 5. 5.2
United Taconite 4.3 3.7 5.1 5.3
Wabust 1.1 1.2 4.2 4.€
Total 22.¢ 21.¢ 35.2 34.¢

(1) Long tons of pellets (2,240 pound

The decrease in production at Empire in 2008 coatpasith 2007 is primarily due to Empire processiliigen ore to produce
0.4 million tons of pellets under a test periodeWorresponding increase is reflected at Tildeingirg total 2008 production to 7.6 million
tons compared with 7.2 million tons in 2007.

The increase in Hibbing’s production in 2008 congplawvith 2007 was a result of the shutdown in labrBary 2007 due to severe
weather conditions that caused significant buildfifce in the basin supplying water to the proaag$acility. The full year production loss in
2007 totaled approximately 0.8 million tons (Comypahare 0.2 million tons).

The increase in production in 2008 at Northshore dize to reactivation of one of the furnaces aetigk of March 2008. Accordingly,
production at Northshore benefited from an incretalencrease of approximately 0.6 million tons B08. This increase was partially offset
by production curtailments totaling 0.3 million ®im the fourth quarter of 2008 from idling pelfetnaces in response to production
slowdowns in the steel industry.

The increase in our share of production at Unitadohite is primarily related to the acquisitiortiod remaining 30 percent interest in
July 2008. United Taconite’s 2008 production watued by 0.2 million tons in the fourth quartemfradling a pellet furnace in response to
production slowdowns in the steel industry.

In December 2008, we executed plans to reduce ptioduat our six North American iron ore minesohaer to implement the lower
production levels, we temporarily idled variouslgefurnaces and initiated workforce adjustmentsaath of our North American Iron Ore
mines.

North American Coal
Following is a summary of North American Coal résdibr 2008 and 2007:

(In Millions, except tonnage

Twelve Month: Five Month: Change due t
Ended December 3 Sales pric
Sales Freight and Total
2008 2007 and rate volume reimbursemen change

Revenues from product sales and serv $ 346.: $ 852 $ 70t $147.¢ $ 427 $ 261.1
Cost of goods sold and operating expe (392.%) (116.9 (29.9) (203.9) (42.7) (275.9
Sales margi $ (46.9 $ (31.9) $ 41.z $ (55.9 $ = $ (14.7
Sales tons (in thousanc 3,241 1,171
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Results for 2007 represent five month totals stheeJuly 31, 2007 acquisition.

We reported losses of $46.4 million and $31.7 mnillin sales margin for the years ended Decembe2(®18 and 2007, respectively.
Sales volume and costs in 2008 were negatively éteplaby adverse mining conditions and productidaydethroughout the year. In additic
we declared force majeure on customer shipments énar Pinnacle mine in mid-March 2008. Productibtha mine slowed as a result of
encountering a fault area within the coal paneh@enined at the time. The force majeure was liftechid-June 2008.

Despite completion of a longwall move in June 208, 0ak Grove mine continued to experience dedagslower than planned
production levels during the second half of 2008e ™ine encountered lower than planned coal heighte current mining panel and harsh
geological conditions in the development areas.idatthl costs have also been incurred for repaisraaintenance as a result of mechanical
problems caused by adverse geological conditioglayd associated with equipment replacements aaithhility of experienced mining
personnel. Oak Grove decreased production in theeHf@uarter of 2008 to enable continuous mineggépare longwall panels. One of our
Green Ridge facilities, located in the Pinnacle @lax shut down production in an effort to focusmiming the remaining other Green Ridge
location, resulting in lower overall production fiwe facility.

We continued to be challenged with adverse geatbgionditions across the mines and delays in dglisEnew capital equipment,
which contributed to overall equipment performaand availability issues, which increased costdlingerations in 2008.
Production
Following is a summary of coal production tonnageX008 and 2007:

(In Thousands) (1

Twelve Month Five Month:
Ended December 3
2008 2007 (2)
Mine:
Pinnacle Comple 2,48¢ 68E
Oak Grove 97¢ 40€
Total 3,46¢ 1,091

(1) Tons are short tons (2,000 pounc
(2) Prior year results represent production since tihe 3L, 2007 acquisitior

Production in 2008 was impacted by the extensidommjwall development timing related to unplannedlggical conditions, difficulty
in obtaining additional equipment and personned, mechanical problems experienced within the setaifdof 2008 at our Oak Grove Mir
Also impacting production in 2008 were adverse mgrionditions at our Pinnacle Complex. In additia® a result of the economic downturn
and its impact on the global steel industry, wéated operating plans to reduce production andnaente workforce adjustments at the
Pinnacle Complex in December 2008.

Asia Pacific Iron Ore
Following is a summary of Asia Pacific Iron Oreutts for 2008 and 2007:

(In Millions)
Change due t
Sales pric
Sales Total

2008 2007 and rate volume change
Revenues from product sales and serv $ 769.¢ $444.¢ $ 343.¢ $(18.7)  $325.
Cost of goods sold and operating expe (421.9) (348.9) (87.7) 14.5 (72.4)
Sales margil $ 348.¢ $ 95.f $ 256.¢ $ (4.0 $252.¢

Sales ton: 7.8 8.1
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In 2008, the Australian benchmark prices for lumgd fines settled at increases of 97 percent arue8fent, respectively. As a result of
the price settlement, sales from our Asia Pacifio IOre segment were recorded at the higher 2008tthereby resulting in record
revenues.

Cost of goods sold and operating expenses in 2@fi8ased primarily due to higher costs of producgartially offset by lower volume
and reduction of stockpiles. Increased costs adpeton were a result of higher fuel, maintenanug @ontract labor expenditures arising
from inflationary pressures. Fuel and energy cos®008 increased approximately $14.1 million coregawith 2007. Costs were also
negatively impacted in 2008 by increased royaltynpents due to higher revenues and approximatefy idillion related to unfavorable
foreign exchange rates. In addition, 2008 was irtgzhby the step acquisition of the remaining owiigrinterest in Asia Pacific Iron Ore.

Production
Following is a summary of iron ore production togador 2008 and 2007:

(In Millions) (1)
Total
2008 2007
Mine:
Koolyanobbing 7.3 7.7
Cockatoo Islant 0.4 0.7
Total 7.7 8.4

(1) Tonnes are metric tons (2,205 pounds). Cockatodyatin reflects our 50 percent she

The decrease in production in 2008 compared wifl¥ 2@as primarily due to inventory stockpile redans in an effort to improve
working capital. In addition, production at Cockaideclined as the second stage of the seawalvieesserere exhausted.

Liquidity, Cash Flows and Capital Resources

Our primary sources of liquidity are cash generdtech our operating and financing activities. Oask flows from operating activities
are driven primarily by our operating results ahdriges in our working capital requirements. Ouhdhlsvs from financing activities are
dependent upon our ability to access credit orrathpital.

Throughout 2009, we have taken a balanced apptoaatocation of our capital resources and freddbsv. We continued to focus on
cash conservation and generation in our businesstipns as well as reduction of any discretiorayital expenditures in order to ensure we
are positioned to face the challenges and uncédaiassociated with the current economic envirarime
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The following is a summary of significant sourcesl aises of cash in 2009 and 2008:

(In Millions)
2009 2008

Cash and cash equivale— January ! $179.( $ 157.]
Significant Transaction
Investment in venture $ (81.9) $ (93.)
Rail upgrade in Asia Pacifi (28.8) (11.9)
Payments for new longwall system at North Ameri€Caal — (29.6)
Purchase of noncontrolling interest in Asia Padifim Ore — (485.7)
Purchase of noncontrolling interest in United Tatm — (104.9)
Acquisition termination fee — (70.0
Michigan expansion proje — (47.9)
Other capital expenditure (87.5) (93.F
Sale of assel 28.c 41.2
Dividend distributions (1 (31.9 (37.9)

Total (201.%) (931.])
Sources of Financin
Net cash provided by operating activities 185.% 923.2
Proceeds from sale of common she 347 —
Net borrowings under senior nof — 325.(
Net borrowings (repayments) under credit faci 3.3 (240.0

Total 536.: 1,008.:
Other net activity (10.9) (55.9)
Cash and cash equivale— December 3: $ 502.% $ 179.(

(1) On May 12, 2009, our board of directors enaet&® percent reduction in our quarterly commonekaidend to $0.04 from $0.0875
for the second and third quarters of 2009 in otdemhance financial flexibility. In the fourth gter of 2009, the dividend was
reinstated to its previous lev:

(2) Excludes $70 million of acquisition termination $agaid in 2008 related to the Alpha transact

The following discussion summarizes the significativities impacting our cash flows during the iyaa well as those expected to
impact our future cash flows over the next 12 msnRefer to the Statements of Consolidated CashisHor additional information.

Operating Activities

Net cash provided by operating activities was $188illion in 2009, compared with $853.2 million2008 and $288.9 million in 2007.
Operating cash flows in 2009 were impacted by loayesrating results, as previously noted, and irsgg@n working capital primarily at our
North American Iron Ore business segment. Our adipgraash flows vary with prices realized from irere and coal sales, production lev
production costs, cash payments for income taxdsraerest, other working capital changes and deors. As a result of weak economic
conditions, operating plans were revised earlid09 to curtail production, defer or eliminate italprojects and reduce costs.

We have responded to the uncertain near-term dudlad will continue to adjust our operating strgtag market conditions change.
Beginning in the second half of 2009, capacityizdtion among steelmaking facilities in North Angaridemonstrated ongoing improvement,
which continued through the remainder of 2009 anekpected to continue into 2010. The industrh@asng signs of stabilization and
recovery based on increasing steel production lamdestarting of blast furnaces in North Americd Burope. As a result, we have
experienced marked improvements in customer deraaddnarket expectations and have increased produatimost of our facilities.
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While we do not expect demand to return to thelteseen in 2008 for some time, we remain cautioaptimistic for a slow and
progressive recovery. Based on current mine pladssabject to future iron ore and coal prices, wegeet estimated operating cash flows in
2010 to be greater than our budgeted investmentsapital expenditures, expected debt paymentgjatids, and other cash requirements.
Refer to “Outlook” for additional guidance regargliexpected future results, including projectiongpdning, sales volume and production for
our various businesses.

Investing Activities

Net cash used by investing activities was $17918amiin 2009, compared with $795.6 million and $74 million in 2008 and 2007,
respectively. Capital expenditures were $116.3iomi)l$182.5 million and $199.5 million in 2009, &and 2007, respectively. Investing
activities in 2009 also included additional cap@ahtributions of $70.2 million related to our irsbeent in Amapéa during the year. In
addition, in January 2009, Asia Pacific Iron Ort&sofleet of rail cars and subsequently leaseththack for a period of 10 years. We
received proceeds of $23.8 million from the saléhefrail cars, and the leaseback has been acebfontas a capital lease.

Aside from capital expenditures, significant inwegtactivities in 2008 included $485.1 million filve acquisition of the remaining
noncontrolling interest in our Asia Pacific Ironégdsegment and $104.4 million for the acquisitiothef remaining 30 percent interest in
United Taconite. In addition, we received proceafspproximately $24 million from the sale of ouhelly-owned subsidiary, Synfuel, in
June 2008. Non-cash investing activities in 20@8uitled the issuance of $165 million of unregistereshmon shares and the commitment to
provide 1.2 million tons of iron ore pellets astpafrthe consideration paid to acquire the remard0 percent interest in United Taconite.
Non-cash investing activities during the prior yeaoatscluded the issuance of four million of our coomshares at a share price of $38.2
the former owners of PinnOak to accelerate therdsdgpayment and settle the contingent earn-owaicésted with the initial purchase
agreement. Investing activities in 2007 primariigluded the purchase of PinnOak as well as ousinvents in Sonoma and Amapa.

The current volatility and uncertainty in global mkets, coupled with the slowdown in the woddhajor economies, has had a signifi
impact on commodity prices in 2009. In additiore tiredit environment is expected to limit the fungdand expansion capabilities of many
mining companies. Based on these economic condijtiwa continue to evaluate and assess our cagjiehditures, in order to ensure we are
positioned to face the challenges, uncertaintiesyell as opportunities, associated with the cure@mironment.

We anticipate that total cash used for investmantscapital expenditures in 2010 will be approxeha$250 million, including
approximately $30 million related to the fundingoefr investment in Amapa. This amount does notuithelthe additional investment to
acquire the remaining interest in Wabush, whicipigroximately $88 million, subject to certain waricapital adjustments. As we continue
to increase production and look toward continuedvery in 2010, capital expenditures will inclutée tonstruction of a new portal at Oak
Grove to improve productivity and support growtld @&xpansion of the mine. At Pinnacle, a new longplalwv system was purchased to
reduce maintenance costs and increase producttbe atine. Remaining expenditures for the new sysiEapproximately $54 million will
be made throughout 2010 and 2011. In addition,dagesigns of improving demand for iron ore pellets continue to perform studies to
determine whether to resume a previously annouagpdnsion project at our Empire and Tilden mindglichigan’s Upper Peninsula.
Furthermore, in 2009 we implemented a global exqtion program, which is integral to our growth stgy and is focused on identifying and
capturing new world-class projects for future depehent or projects that add significant value tistig operations. We expect to spend
between $25 million and $30 million on exploratamd development activities in 2010, which will piderus with opportunities for
significant future potential reserve additions gl

We are evaluating funding options for our capietas and expect to be able to fund these requitsrttenugh operations and
availability under our borrowing arrangements. @fis@ding options may include new lines of credibther financing arrangements.
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The following represents our future cash commits@md contractual obligations as of December 30920

Payments Due by Period (1) (In Millions)

Less Thar More Than
1-3 3-5
Contractual Obligations Total 1 Year Years Years 5 Years
Long-term debi $ 529.¢ $ 4.€ $200.( $270.( $ 55.C
Interest on debt (2 94.Z 25.¢ 50.¢ 15.¢ 1.8
Operating lease obligatiol 94.: 22.4 33.2 26.4 12.2
Capital lease obligatior 183.2 24.% 47.2 43.7 68.C
Purchase obligation:
Asia Pacific rail upgrad 8.8 8.8 — — —
Longwall plow systen 54.C 40.C 14.C
Open purchase orde 235.( 226.t 8.5 — —
Minimum “take or pa” purchase commitments ( 798.( 120.% 194.¢ 146.¢ 335.7
Total purchase obligatior 1,095.¢ 396.( 217.: 146.¢ 335.7
Other lon¢-term liabilities:
Pension funding minimurr 242.¢ 45.¢ 102.1 94.¢ —
OPEB claim payment 134t 35.2 53.C 46.3 —
Deferred revenu 105.1 94.¢ 10.z — —
Environmental and mine closure obligatic 132.: 7.6 4.5 3.3 116.€
FIN 48 obligations (4 21.2 — 17.¢ 3.3 —
Personal injun 23.c 41 8.2 2.8 8.1
Other (5)
Total other lon-term liabilities 659.1 187.¢ 196.( 150.7 124.7
Total $2,656.¢ $ 661.( $744.€ $653.4 $ 597.

(1) Includes our consolidated obligatiol

(2) Interest on the $200 million term debt is ctdted using actual rates through April 2010 anekismated using an average 2 and 3-year
Libor swap rate of 1.74 percent plus a margin &2%.from April 2010 through maturity in August 20Ebr the $325 million senior
notes, interest is calculated for the $270 milfiwe-year senior notes using a fixed rate of 6.8fcpnt from 2010 to maturity in June
2013, and for the $55 million sev-year senior notes, interest is calculated at 66586gmt from 2010 to maturity in June 20

(3) Includes minimum electric power demand charggaimum coal, diesel and natural gas obligationigimum railroad transportation
obligations, and minimum port facility obligatior

(4) Includes accrued intere:

(5) Other contractual obligations of approximat®hj .3 million primarily include income taxes payalind deferred income tax amounts
for which timing of payment is ni-determinable

Refer to NOTE 18 — COMMITMENTS AND CONTINGENCIES tie Consolidated Financial Statements for addidigmformation
regarding our future purchase commitments and atitigs.

Financing Activities

Net cash provided by financing activities in 2008sv$304.3 million compared with $32.4 million indBand $250.1 million in 2007.
Cash flows from financing activities in 2009 printaincluded $348 million in net proceeds from tede of our common shares. Cash flows
from financing activities in 2008 primarily includéorrowings under our revolving credit facilitycasenior notes of $865 million, partially
offset by debt repayments of $780 million and dévid distributions of $37.2 million. In 2007, finamg activities included borrowings under
our revolving credit facility of approximately $1k#llion, partially offset by the repayment of $765nillion under our credit facility and
$159.6 million of PinnOak debt.
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Throughout 2009 we have implemented proactiveatiites to enhance financial flexibility and strémt liquidity, including a public
offering of our common shares, a 55 percent redadti our common share quarterly dividend to $0rt6m $0.0875 for the second and third
quarters of 2009, and compensation reductions athesorganization. These initiatives were takeregponse to the high degree of
uncertainty within our industry and the macroecoimemvironment as well as to better position owmsglto take advantage of possible
opportunities when the market improves.

Through the public offering of our common sharekicl closed on May 19, 2009, we sold a total oR%7illion shares out of treasury
stock. Net proceeds at a price of $21.00 per sliare approximately $348 million, which will be usied general corporate purposes,
including, among other things, funding certain talptxpenditures, repayment of indebtedness or ath@egic transactions. In addition, the
quarterly dividend and compensation reductionsltedin savings of approximately $22 million and$hillion, respectively, in 2009.

Capital Resources

We expect to fund our business obligations fromilalke cash, current operations and borrowings undecredit facility. The
following represents a summary of key liquidity reeees as of December 31, 2009 and 2008:

(In Millions)
December 31 December 3:
2009 2008

Cash and cash equivalel $ 502.7 $ 179.(
Credit facility $ 800.( $ 800.(
Senior note: 325.( 325.(
Asia Pacific Iron Ore facilitie — 27.¢
Senior notes draw (325.0) (325.0)
Term loans draw (200.0 (200.0
Letter of credit obligations and other commitme (319 (40.9)
Borrowing capacity availabl $ 568.¢ $ 587.

Refer to NOTE 9 — DEBT AND CREDIT FACILITIES of owonsolidated financial statements for further infation regarding our
debt and credit facilities.

Apart from cash generated by the business, ourgoyimource of funding is cash on hand, which tc&l32.7 million as of
December 31, 2009 based on successful executian efuity offering in the second quarter of 200% &\s0 have a $600 million revolving
credit facility, which matures in 2012. This fatjilhas available borrowing capacity of $569 millias of December 31, 2009. Effective
October 29, 2009, we amended our credit faciligeament, which resulted in improved borrowing flelty, more liberally defined financial
covenants and debt restrictions, and other benefaggchange for a modest increase in pricing. ddrabination of cash and the credit facility
give us over $1 billion in liquidity entering 2010.

As previously noted und@&esults of Operations — Segment Informatianthe end of 2009, one of our North Americam I@re
customers did not pay $147.5 million that was du®bcember 31, 2009 under the terms of its supgigement. Instead, the customer
remitted payment of the full amount on JanuaryG4,® As a result, this amount is not included & $802.7 million of cash on hand at
December 31, 2009.

We are party to financing arrangements under whvietissue guarantees on behalf of certain of ouonswidated subsidiaries. In the
event of non-payment, we are obligated to make gaym accordance with the provisions of the gu@arrangement. At December 31,
2009 and 2008, Amapa had total project debt oudggrof approximately $530 million and $493 millimespectively, for which we have
provided a several guarantee on our 30 percené sRAarapa is currently in violation of certain opérg and financial loan covenants
contained in the debt agreements. However, Amagatatenders have agreed to waive these covettaaisgh May 31, 2010 related to the
remaining debt outstanding. If Amapa is unableittoee
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renegotiate the terms of the debt agreements airohtrther extension of the compliance waivers|ation of the operating and financial Ic
covenants may result in the lenders calling the,dbbreby requiring us to recognize and repaysbare of the debt in accordance with the
provisions of the guarantee arrangement.

Based on our current borrowing capacity and thiastwve have taken in response to the global ecanorisis to conserve cash, we
have adequate liquidity and expect to fund ourrmss obligations from available cash, current dfmera and borrowing under our current
credit facilities. Other sources of funding maylirte new lines of credit or other financing arramgeats.

Several credit markets may provide additional capatiould that become necessary. The bank mar&gtprovide funding through a
term loan or through exercising the $200 millioe@dion in our credit facility. The risk associateih this market is significant increases in
borrowing costs as a result of decreasing capacaypacity, as in all debt markets, is a globalegfiat impacts the private placement market.
However, capacity in the bond market has rebouffigieisivestment grade companies. Longer term dehhgements at current corporate
bond rates must be aligned with our longer ternitabgtructure needs.

Off-Balance Sheet Arrangements

We have entered into certain agreements under widchave provided guarantees to an unconsolidaigty ehat are off-balance sheet
arrangements. In addition, we have operating leadgish are primarily utilized for certain equipmemd office space. Aside from this, we
not have any other off-balance sheet financingngements. Refer to NOTE 18 GOMMITMENTS AND CONTINGENCIES for addition:
information regarding our guarantees.

Market Risks

We are subject to a variety of risks, includinggh@aused by changes in the market value of emuigégtments, changes in commodity
prices, interest rates and foreign currency exchaates. We have established policies and procedommanage such risks; however, certain
risks are beyond our control.

Foreign Currency Exchange Rate Risk

We are subject to changes in foreign currency exgbaates primarily as a result of our operationAustralia, which could impact our
financial condition. Foreign exchange risk arigesf our exposure to fluctuations in foreign curreegchange rates because our reporting
currency is the United States dollar. Our Asia faciperations receive funds in United States awyeor their iron ore and coal sales and
incur costs in Australian currency. We use forwaxdhange contracts, call options, collar optiorg @mvertible collar options to hedge our
foreign currency exposure for a portion of our sakreipts. The primary objective for the use ekthinstruments is to reduce exposure to
changes in Australian and United States currencihi@xge rates and to protect against undue advergement in these exchange rates. At
December 31, 2009, we had $108.5 million of outditasn exchange rate contracts with varying matwéges ranging from January 2010 to
October 2010. A 10 percent increase in the valueefAustralian dollar from the month-end rate vdomicrease the fair value by
approximately $7.4 million, and a 10 percent deseeaould reduce the fair value by approximatel6$billion. We may enter into additior
hedging instruments in the near future as neededdier to further hedge our exposure to changés@ign currency exchange rates.

Our share of pellets produced at the Wabush operatiCanada represented approximately 12 perdentrdNorth American Iron Ore
pellet production in 2009. This operation is subjeaccurrency exchange fluctuations between theddrstates and Canadian currency;
however, we do not hedge our exposure to this mayrexchange fluctuation.

Under the majority ownership of MMX, Amapa’s furarial currency was previously determined to be ttezian real. The change in
control of Amapa to Anglo in August 2008 resultadhe review of financial, operating and treasusligies of the entity under new
management. This, along with efforts to mitigatpasures related to fluctuations in foreign curreexkghange rates resulted in the
reassessment of the accounting principles relatéet determination of Amapa’s functional curredeying the fourth quarter of
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2008. As a result, effective October 1, 2008, tiveefional currency of Amapé was changed from tleallourrency to the U.S. dollar report
currency primarily due to changes in the debt stmecunder which the entity is financed as welktlaanges in the treasury, risk mitigation and
financial reporting policies under which the eritgperations are managed, resulting in the U.8adbecoming the currency of the primary
economic environment in which the business operates

Interest Rate Risk

Interest for borrowings under our credit faciligydt a floating rate, dependent in part on the LRB@te, which exposes us to the effects
of interest rate changes. Based on $200 millioouitstanding term loans at December 31, 2009, withading interest rate and no
corresponding fixed rate swap, a 100 basis poiahgh to the LIBOR rate would result in a chang®20 million to interest expense on an
annual basis.

In October 2007, we entered into a $100 milliorefixate swap to convert a portion of this floatiate into a fixed rate. The interest 1
swap terminated in October 2009. Based on the uiméerest rate environment and the mix of fixed &ariable interest rates that apply to
our outstanding debt, we have no plans at this toweplace the interest rate swap.

Pricing Risks

The current global economic crisis has resulteddéreasing downward pressure from customers, péatiy in China, for a roll back of
the 2008 price increases for seaborne iron oraxatdllurgical coal in 2009. The 2008 record priveréase was driven by high demand for
iron ore and coking coal, global steel productibhistorically high levels, combined with productiand logistics constraints for both iron
and coking coal, resulting in tight supply condito With the current global economic crisis, thekatin some geographies, including North
America, now is characterized by a reduction ielsiemand with limited demand for iron ore and ogkioal. Reduced demand for iron ore
and coking coal has resulted in decreased demamdif@roducts and decreasing prices, resultingvirer revenue levels in 2009 and
decreasing margins as a result of decreased piodutiiereby adversely affecting our results ofrafiens, financial condition and liquidity.

Certain supply agreements with one North Ameriecan Dre customer provide for supplemental revenuefands based on the
customer’s average annual steel pricing at the tiragoroduct is consumed in the customer’s blasiafte. The supplemental pricing is
characterized as an embedded derivative, whidhasiZed based on a future price, and is markdditosalue as a revenue adjustment each
reporting period until the pellets are consumedtaecamounts are settled. The fair value of theunsent is determined using an income
approach based on an estimate of the annual réadizee of hot rolled steel at the steelmaker’slitaes.

At December 31, 2009, we had a derivative ass$68f2 million, representing the fair value of thieeimg factors, based upon the
amount of unconsumed tons and an estimated avboddmand steel price related to the period in whiightons are expected to be consumed
in the customer’s blast furnace at each respestagmaking facility, subject to final pricing afidure date. This compares with a derivative
asset of $76.6 million as of December 31, 2008edampon the amount of unconsumed tons and thededstimated average hot band steel
price. We estimate that a $25 change in the avdragband steel price realized from the DecembeP3Q9 estimated price recorded would
cause the fair value of the derivative instrumeriitrease or decrease by approximately $13.7anjlthereby impacting our consolidated
revenues by the same amount.

We have not entered into any hedging programs tigaé the risk of adverse price fluctuations, dowe intend to hedge our exposure
to such risks in the future; however, certain aof @um supply agreements contain price collarsctvitypically limit the percentage increase
or decrease in prices for our products during angrgyear.

Nonperformance and Liquidity Risks

The current global economic crisis has adversdgctdd our business and could impact our finameisdilts. All of our customers have
announced curtailments of production, which haseskly affected the demand for our iron ore and paalucts. Continuation or worsening
of the current economic conditions, a
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prolonged global, national or regional economi@esion or other events that could produce majangémin demand patterns, could have a
material adverse effect on our sales, marginsiditjuand profitability. We are not able to predibe impact the current global economic ¢
will have on our operations and the industry inggahgoing forward.

In addition, consolidations in some of the indwstrin which our customers operate have createdrlatgstomers, some of which are
highly leveraged. These factors have caused sosterners to be less profitable and increased ouwrsexp to credit risk. A significant
adverse change in the financial and/or credit ositf a customer could require us to assume greatéit risk relating to that customer and
could limit our ability to collect receivables. kak to receive payment from our customers for potslthat we have delivered could
adversely affect our results of operations, finahcondition and liquidity.

Our investment policy relating to short-term inwvaents is to preserve principal and liquidity whit@ximizing the short-term return
through investment of available funds. The carryiafpe of these investments approximates fair vatuthe reporting dates. We commonly
use AAA-rated money market funds for short-termestments. All money market funds in which we investe maintained daily cash
redemptions throughout 2009.

Volatile Energy and Fuel Costs

The volatile cost of energy and supplies is an irtgrd issue affecting our production costs, prilgan relation to our iron ore
operations. Recent trends have shown that althelagitric power, natural gas, and oil costs areigieg, the direction and magnitude of
short-term changes are difficult to predict. Ounsmlidated North American Iron Ore mining ventuceasumed approximately 8.4 million
MMBtu’s of natural gas at an average delivered pricé&3per MMBtu, and 15.5 million gallons of diefatl at an average delivered pr
of $2.17 per gallon in 2009. Consumption of didgel by our Asia Pacific Operations was approxirhais.3 million gallons for the same
period.

Our strategy to address increasing energy ratésdes improving efficiency in energy usage andaitiy the lowest cost alternative
fuels. Through 2009, our North American Iron Orenimg ventures entered into forward contracts fetaie commodities, primarily natural
gas and diesel fuel, as a hedge against priceilitylebuch contracts were in quantities expecteti¢ delivered and used in the production
process. As of December 31, 2009, all of our hemigracts have matured. At the present time we havepecific plans to enter into further
hedging activity for 2010 and beyond and do nohpéaenter into any new forward contracts for naltgas or diesel fuel in the near term.
will continue to monitor relevant energy marketsrigk mitigation opportunities and may make fordraurchases or employ other hedging
instruments in the future as warranted and deemprbpriate by management. Assuming we do not emteifurther hedging activity in the
near term, a 10 percent change in natural gas iasdlduel prices would result in a change of appnately $13.8 million in our annual fuel
and energy costs based on expected consumptid@iih 2

Supply Concentration Risks

Many of our mines are dependent on one sourcddotric power and for natural gas. A significarteimuption or change in service or
rates from our energy suppliers could materiallpaet our production costs, margins and profitabikts an example, WEPCO, the sole
supplier of electric power to our Tilden and Empitmes, has filed a rate case with the Michiganliewtilities Commission requesting a 33
percent increase in rates from its rate payerfyditg our Empire and Tilden mines. If WEPCO issegsful in effectuating the 33 percent
rate increase currently being proposed, our estichahergy costs at Tilden and Empire in 2010 mayrif@vorably impacted by
approximately $29 million.

Uncertainties of Proposed Tax Reform Legislation

In 2010, significant proposed changes to U.S. inetem rules were announced as part of the Obamamstnation’s 2011 budget
proposals. The proposed changes that could hagmificant impact include the deferral of certairfSUincome tax deductions related to
foreign operations, repeal of LIFO inventory acdinmm
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and elimination of certain current tax incentivesthe coal industry, such as percentage depléefioase changes, if enacted, may reduce the
competitive position of many U.S. businesses acatisadustries. The impact of the proposed chamgesur business operations and
financial statements remains uncertain. Howevethapossibility of enactment progresses, we wailittue to monitor current developments
and assess the potential implications of theséat@xchanges on our business.

Outlook

We expect continued stabilization of the macroeauinenvironment throughout 2010 and correspondimgrovements for steelmaki
raw material demand. Annual price settlementsrfom bre products in 2010 are not yet concludedsuh, we are using the following
assumptions, based on an average of widely publisttRistry analyst estimates, to provide expeatatfor our iron ore businesses, which
the settlement prices as factors in determiningviddal customer pricing. Any deviation from thdléwing assumptions will impact average
realized price:

» Increases of 40 percent for world blast furnace oce pellet price settlemen
* Increases of 35 percent and 30 percent, respegtioelAustralian lump and fines benchmark prictlements; anc
» North America hard coking coal prices of $125 gearston FOB mine

Based on the above assumptions, the following tatdeides a summary of our 2010 guidance for oteehieportable business
segments, including further detail below:

2010 Outlook Summary

North American Asia Pacific
Iron Ore North American Coal Iron Ore
Previous Previous Previous
Current Current Current
Outlook Outlook QOutlook Outlook Outlook Outlook
Sales volume (million tons/tonnes 25.C 23.C 3.4 3.C 8.5 8.5
Revenue per ton/tonne $90- $9¢ —  $115-%12C — $80- %85 —
Cost per ton/tonne $65- $70 —  $105- $11C —  $50- $55 —

North American Iron Ore Outlook

For 2010, we are increasing our sales volume eafiens to approximately 25 million tons, up fromravious expectation of 23 millic
tons due to improving demand from customers.

We used a number of widely published analyst esémavhich call for an average 40 percent incrégabdast furnace pellet pricing
settlements, in providing guidance on average newgrer ton in our North American Iron Ore businesgment. Applying this assumption,
along with a 2010 range for hot band steel prich§550 to $650 per ton and no inflation for anlgestfactors contained in our current supply
agreements, we expect revenue per ton in North f&aretron Ore to be $90 to $95. This expectatiao a@onsiders the contractual base price
changes, lag year adjustments and pricing capfi@nd contained in our North American Iron Ore glypagreements. Actual realized
average revenue per ton will ultimately dependalassvolume levels and customer mix, blast furnmeket price settlements, production
input costs and/or steel prices, all of which a@drs in the our formula based pricing for thetN@&merican Iron Ore business segment.

In addition, the following approximate sensitiv@izrould impact our actual realized price:

. For every 10 percent change from the above averaglyst expectation for blast furnace pellet psielements, we would
expect our average realized revenue per ton inN&merican Iron Ore to change by $4 to

. For every $25 change from the estimated 2010 Hietrsteel prices noted above, we would expecawerage revenue per
ton in North American Iron Ore to change by $0
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We expect 2010 production of approximately 25 mwilltons in our North American Iron Ore businessrsag. At this level of
production, 2010 cost per ton is expected to bevdsen $65 and $70 and includes a $5 per ton bdnafitincreased volume, offset by
increased costs related to the acquisition of Wiabaisd increases in labor costs as well as maintenspending that was deferred in 2009.

North American Coal Outlook

In our North American Coal business segment, wermmeasing our sales volume expectations to apmeely 3.4 million tons, up
from a previous expectation of 3.0 million tons.

We begin 2010 with approximately 1.4 million torfscoal under contractual obligation, or approxinhat percent of our current
annual production guidance. This coal is pricedraaverage of $110 per ton, which includes prodaatiarmarks to fulfill obligations for
2009 international contracts ending March 31, 2@proximately 30 percent of our 2010 productiotuvee is committed, but not yet
priced, as benchmark pricing has not yet settleel. cfrently expect to sell the remaining 30 percénincommitted production on a spot
basis throughout the year.

In 2010, we expect cost per ton for the year tafggroximately $105 to $110, with approximately $b4 ton comprised of depreciati
depletion and amortization.

Asia Pacific Iron Ore Outlook

Asia Pacific Iron Ore 2010 sales volume is expetodae 8.5 million tonnes, with production of 8.@limn tonnes. With annual price
settlements for iron ore in 2010 not yet concludexdnoted above, we used an average industry aeslymated increase for Australian lump
and fines benchmark price settlements of 35 pernetht30 percent, respectively, in providing guidaon average revenue per ton in our /
Pacific Iron Ore business segment. With these estis) we expect revenue per ton in Asia Pacific @oe to be $80 to $85. We expect 2010
Asia Pacific Iron Ore costs per tonne of approxaha$50 to $55.

Outlook for Sonoma and Amapa

We have a 45 percent economic interest in the Sar@oal. In 2010, we expect total production of agpnately 3.3 million tonnes.
Sonoma expects to have sales volume of 3.5 mitbanes with an approximate 65/35 mix between theemad metallurgical coal
respectively. We expect Sonoma average revenu®ipee to be $85 to $90 in 2010. Per-tonne cost®abma are expected to be between
$80 and $85.

We have a 30 percent interest in Amapa. In 201€yras1g a 30 percent increase in iron ore priciritieseents for iron ore concentrate
products, we expect to report an equity loss batvid® million and $20 million for our share of An#ép results.
Selling, General and Administrative Expenses artteOExpectations

Selling, general and administrative expenses dieipated to be approximately $130 million in 202& noted above, we intend to in
costs of approximately $25 to $30 million relatedbtr global exploration efforts. We anticipateedfective tax rate of approximately 24
percent for the year and depreciation and amoitizatf approximately $275 million.

We recently completed our previously announced iaitopn of Freewest and, under the terms of theusitipn agreement, issued
approximately 4.2 million shares. As a result, werently have total diluted shares outstandingpgfreximately 136 million.
2010 Capital Budget and Other Uses of Cash

Based on the above guidance, we expect to gergppteximately $900 million in cash from operatiam2010. We expect capital
expenditures of approximately $200 million, compdof approximately $110 million in sustaining dapand approximately $90 million
earmarked for expansion, including the followingjpcts:

*  $40 million related to installation of a new londlvaining system at the Pinnacle Mine in West Viigi, which is expected to be
complete in the fourth quarter of 20:
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» $15 million related to an upgrade of the Pinnaaden@lex preparation plant, which is expected todramlete in the third quarter
of 2011.

*  $20 million related to installing a new mine shaéiser to current mining areas at our Oak Grovesmivhich is expected to be
complete in the first quarter of 201

Combined, the above projects are anticipated tblerfature production from our North American Caakets to ramp up to 5 million
tons annually from an expectation of 3.4 milliongdn 2010. Other expected uses of cash in 2010da@pproximately:

*  $90 million related to the acquisition of CIi" partner’ 73.2 percent interest in Wabu:

»  $30 million related to our investment in Amapa, coisgd of expected losses and capital spent

» $70 million related to the reduction of Cli’ debt obligation at Amapi

»  $15 million related to renewaFU['s build out of its first commerci-scale production facility in Michigai
e $10 million related to Cliff’ recently acquired chromite project in Ontario, G

Recently Issued Accounting Pronouncements

Refer to NOTE 1 —BUSINESS SUMMARY AND SIGNIFICANT ACCOUNTING POLICIE of the consolidated financial stateme
for a description of recent accounting pronounces)éncluding the respective dates of adoptioneffetts on results of operations and
financial condition.

Critical Accounting Estimates

Management’s discussion and analysis of finan@abi@ion and results of operations is based orconsolidated financial statements,
which have been prepared in accordance with GAA&paration of financial statements requires manageéeno make assumptions, estimates
and judgments that affect the reported amounts®éts, liabilities, revenues, costs and expensdsha related disclosures of contingencies.
Management bases its estimates on various assursatia historical experience, which are believdaetoeasonable; however, due to the
inherent nature of estimates, actual results mifgrdiignificantly due to changed conditions oruamsptions. On a regular basis, management
reviews the accounting policies, assumptions, edémand judgments to ensure that our financitdrsients are fairly presented in accord:
with GAAP. However, because future events and tffércts cannot be determined with certainty, daesults could differ from our
assumptions and estimates, and such differencdd beumaterial. Management believes that the faligveritical accounting estimates and
judgments have a significant impact on our finanefatements

Revenue Recognition
North American Iron Ore Customer Supply Agreements

Most of our North American Iron Ore long-term suppbreements are comprised of a base price withammice adjustment factors,
some of which are subject to annual price collarsrder to limit the percentage increase or deergaprices for our iron ore pellets during
any given year. The base price is the primary carapbof the purchase price for each contract. mflation-indexed price adjustment factors
are integral to the iron ore supply contracts aay based on the agreement but typically inclugesashents based upon changes in
international pellet prices, changes in specifieatiBcers Price Indices including those for all camdities, industrial commaodities, energy
steel. The pricing adjustments generally operateérsame manner, with each factor typically cosipg a portion of the price adjustment,
although the weighting of each factor varies bagmsh the specific terms of each agreement. In wexsts, these adjustment factors have not
been finalized at the time our product is soldhkese cases, we estimate the adjustment facteeschtreporting period based upon the best
third-party information available and adjust théreate to actual when the information has beenifinéd.

With respect to international pellet prices, ceriang-term supply agreements reference the prewear’s settled price, in which case,
no estimate is required. However, pricing in sorhew supply agreements is based upon the intemaltpellet price for the current year. -
period during which we must estimate changes in
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international pellet prices varies year to yearebasn the timing of final settlement. Historicalggntract negotiations were completed and
pricing settlements for the upcoming year were liedauring the first quarter of the contract y@amyhich case an estimate was required
only for a short period of time and was adjusteddtual prior to reporting first quarter resultiSTwas the case in 2007. As a result, the price
adjustment provisions related to internationalgigirices were essentially a fixed component optlrehase price for that contract year based
upon the timing of settlement. However, severakinses have occurred in more recent years, in@u2d®9 and 2008, in which contract
negotiations have been extended with settlementrdog later in the year. Information used in deypéhg the estimate prior to settlement
includes such factors as previous pricing settléamamong other iron ore producers and consumehgimdustry, current spot prices, market
trends, publications and other industry informatidowever, based on the timing of settlement, ddjasats of our estimate to the actual
international pellet price were not material in 2@F 2008 as a result of having limited shipmeatsustomers with these contract provisions
during the first quarter of each respective year.

The producer price indices remain a provisional ponent of the sales price throughout the contraat ynd are estimated each quarter
using publicly available forecasts of such indicEse final indices referenced in certain of the th@gkmerican Iron Ore supply contracts are
typically not published by the U.S. Department abbr until the second quarter of the subsequent $saa result, we record an adjustment
for the difference between the fourth quarter estévand the final price in the following year. Histally, such adjustments have not been
material as they have represented less than halpefcent of North American Iron Ore’s revenuedach of the three preceding fiscal years
ended December 31, 2008, 2007 and 2006.

In addition, certain supply agreements with ondamsr include provisions for supplemental revenue=tunds based on the custonser’
average annual steel pricing for the year the pbiduiconsumed in the customer’s blast furnaces.stipplemental pricing is characterized as
an embedded derivative, which is finalized based @uture price, and is marked to fair value asve@nue adjustment each reporting period
until the pellets are consumed and the amountsedtied. The fair value of the instrument is defaad using an income approach based on
an estimate of the annual realized price of hdédosteel at the steelmaker’s facilities. At DecemBil, 2009, we had a derivative asset of
$63.2 million, representing the fair value of thieimg factors, based upon the amount of unconsuioresland an estimated average hot band
steel price related to the period in which the taresexpected to be consumed in the customer’'sfolesce at each respective steelmaking
facility, subject to final pricing at a future dafhis compares with a derivative asset of $76l6anias of December 31, 2008, based upo!
amount of unconsumed tons and the related estinaatedge hot band steel price.
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The customer’s average annual price is not knoviheatime of sale and the actual price is recetred delayed basis at the end of the
year, once the average annual price has beenzfdgialAs a result, we estimate the average pricadjust the estimate to actual in the fot
guarter when the information is provided by thetooeer at the end of each year. Information usetkeireloping the estimate includes such
factors as production and pricing information frtme customer, current spot prices, third-party ystdbrecasts, publications and other
industry information. The accuracy of our estimdygscally increases as the year progresses basadditional information in the market
becoming available and the customer’s ability taermccurately determine the average price it walize for the year. The following
represents the historical accuracy of our pricistingates related to the derivative as well asii@aict on revenue resulting from the
difference between the estimated price and theahptice for each quarter during 2009, 2008 and72f@r to receiving final information
from the customer for tons consumed during each yea

Hot Band Steel Pric- Estimate vs. Actue

2009 2008 2007
Estimate: Impact on Estimate! Impact on Estimate: Impact on
Final Revenue Final Revenue Final Revenue
Price Price (in millions) Price Price (in millions) Price Price (in millions)
First Quartel $52¢ $ 5H2: $ 1.2 $765 $ 64F $ 24¢ $55¢ $ 56¢ $ (1.9
Second Quarte 52¢ 54E 1.9 765 775 (5.4) 55¢ 564 (1.9
Third Quartel 52¢ 53€ (0.6) 765 794 (17.6) 55¢ 56( (0.7)
Fourth Quarte 52¢ 52¢ — 76% 76% — 55¢ 55¢ —

We estimate that a $25 change in the average hat &tael price realized from the December 31, 28@®nated price recorded for the
unconsumed tons remaining at year-end would cédngstair value of the derivative instrument to irase or decrease by approximately $13.7
million, thereby impacting our consolidated revembg the same amount.

Benchmark Pricing Provisio

Certain supply agreements primarily with our Asgific Iron Ore customers provide for revenue dumds based on the ultimate
settlement of annual international benchmark pgidor lump and fines. As a result of the derivatageounting treatment applied to these
provisions, revenue reflects the estimated benckhpréce until final settlement occurs. Thereforethe extent final prices are higher or loy
than what was recorded on a provisional basispnam®ase or decrease to revenues is recorded gamting period until the date of final
pricing. Accordingly, in times of rising iron oreipes, our revenues benefit from higher pricesiveckfor contracts priced at the current
benchmark price and also from an increase relatéuetfinal pricing of provisionally priced salesrpuant to contracts entered into in prior
periods; in times of falling iron ore prices, theposite occurs. Pricing estimates are primarilyedagpon reported price settlements in the
industry and worldwide pressures in the market. fblewing represents the historical accuracy of benchmark price estimates as well as
the impact orProduct revenuegesulting from the difference between the estimatezhge in price and the actual change in pricedch
quarter during 2009 and 2008 prior to settlemaen2d07, benchmark prices settled prior to reporfirsg quarter results; therefore, no
estimate was required.

Benchmark Pric- Estimate vs. Actue

2009 (1) 2008 (2)
Second Third
First Quartel Quarter Quarter First Quartel
Final
Settled Estimated Estimated Final
Price Price Price Estimated Settled Estimated
Decrease Decrease Revenue Decrease Price Price Price Revenue
Customer (lump/ (lump/ Impact (3) (lump/ Decrease Increase Increase Impact (3)
(geographic location fines) fines) (in millions) fines) (lump/fines) (lump/fines)  (lump/fines;  (in millions)
Japar -44%-33% -30%-30% $ (1.3 N/A N/A 97%/80% 0.0% $—
China -44%;-33% -30%:-30% (17.1) -44%-33%  -44%-33% 97%/80%  0.0% 65.C
$ (18.4 _ $65.(
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(1) The 2009 benchmark prices referenced in oua Rsicific Iron Ore contracts settled with Japathésecond quarter of 2009. We agreed
to final prices with our customers in China durthg fourth quarter of 200!

(2) In 2008, Cliffs used 2007 prices as a proxyZo08 prices prior to settlement. The 2008 benckmeces referenced in our Asia Pacific
Iron Ore contracts settled in the second quart@068B.

(3) The impact on product revenue resulting fromdifference between the estimated price and thebgrice was recorded in the second
quarter of each respective ye

The derivative instrument was settled during thetfo quarter of 2009 upon settlement of the prigingvisions with each of our
customers, which reflected pricing decreases gfetdent and 33 percent for lump and fines, respagtiThe settlement was consistent with
previously reported price settlements in Japanelsas with our most recent estimates used forntemprevenue throughout the year. As a
result, settlement of the pricing provisions refiered in certain of our Asia Pacific Iron Ore cuséorsupply agreements did not have an
impact on our consolidated financial statementgHeryear ended December 31, 2009.

Refer to NOTE 3 — DERIVATIVE INSTRUMENTS AND HEDGIN ACTIVITIES, for further information.

Mineral Reserve:

We regularly evaluate our economic mineral researgsupdate them as required in accordance with I8&@try Guide 7. The
estimated mineral reserves could be affected hyrdlindustry conditions, geological conditions amgjoing mine planning. Maintenance of
effective production capacity or the mineral resecould require increases in capital and developmeguenditures. Generally as mining
operations progress, haul lengths and lifts inereAiternatively, changes in economic conditiorrsthe expected quality of mineral reserves
could decrease capacity or mineral reserves. Téogical progress could alleviate such factorsporéase capacity of mineral reserves.

We use our mineral reserve estimates combinedawittestimated annual production levels, to detegntiire mine closure dates utilized
in recording the fair value liability for assetirement obligations. Refer to NOTE 11 — ENVIRONMEANI AND MINE CLOSURE
OBLIGATIONS, for further information. Since the lidity represents the present value of the expefitede obligation, a significant change
in mineral reserves or mine lives would have a &gl effect on the recorded obligation. We alstize economic mineral reserves for
evaluating potential impairments of mine assetsianmtttermining maximum useful lives utilized tdadate depreciation and amortization
long-lived mine assets. Decreases in mineral ressov mine lives could significantly affect thessris.

Asset Retirement Obligations and Environmental Redregion Costs

The accrued mine closure obligations for our aativeing operations provide for contractual and leffigations associated with the
eventual closure of the mining operations. Ourgailons are determined based on detailed estiradfasted for factors that a market
participant would consider (i.e., inflation, oveadeand profit), which are escalated at an assuatedf inflation to the estimated closure
dates, and then discounted using the current eagliisted risk-free interest rate. The estimate @msorporates incremental increases in the
closure cost estimates and changes in estimataimeflives. The closure date for each locatioreiednined based on the exhaustion date of
the remaining iron ore reserves, which is dependerdur estimate of the economically recoverableendl reserves. The estimated
obligations are particularly sensitive to the impafcchanges in mine lives given the differencengsn the inflation and discount rates.
Changes in the base estimates of legal and condédatibsure costs due to changes in legal or cou@arequirements, available technology,
inflation, overhead or profit rates would also havegnificant impact on the recorded obligations.

We have a formal policy for environmental protestand restoration. Our obligations for known enmimental matters at active and
closed mining operations and other sites have temgnized based on estimates of the cost of iigatsn and remediation at each site. If
the obligation can only be estimated as a
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range of possible amounts, with no specific amditig more likely, the minimum of the range is aect. Management reviews its
environmental remediation sites quarterly to debeenif additional cost adjustments or disclosunesraquired. The characteristics of
environmental remediation obligations, where infation concerning the nature and extent of cleaadtities is not immediately available,
and which are subject to changes in regulatoryiregquents, result in a significant risk of increasehe obligations as they mature. Expected
future expenditures are not discounted to presglmewunless the amount and timing of the cash digioents can be reasonably estimated.
Potential insurance recoveries are not recogningitirealized. Refer to NOTE 11 — ENVIRONMENTAL ANMINE CLOSURE
OBLIGATIONS, for further information.

Income Taxes

Our income tax expense, deferred tax assets anitities and reserves for unrecognized tax benefifiect management’s best
assessment of estimated future taxes to be paidré/subject to income taxes in both the U.S. amdemous foreign jurisdictions. Significs
judgments and estimates are required in determihi@gonsolidated income tax exper

Deferred income taxes arise from temporary diffeesrbetween tax and financial statement recogniidavenue and expense. In
evaluating our ability to recover our deferred #émsets we consider all available positive and inegavidence, including scheduled reversals
of deferred tax liabilities, projected future tal@mcome, tax planning strategies and recent iizmperations. In projecting future taxable
income, we begin with historical results adjustedthe results of discontinued operations and chagaccounting policies and incorporate
assumptions including the amount of future stagdefal and foreign pretax operating income, thensal of temporary differences, and the
implementation of feasible and prudent tax planmitigtegies. These assumptions required significaigiment about the forecasts of future
taxable income and are consistent with the pladsestimates we are using to manage the underlyisgpésses. In evaluating the objective
evidence that historical results provide, we comsttiree years of cumulative operating income Jloss

At December 31, 2009, we had a valuation allowaric89.4 million against our deferred tax assets: [0sses in certain foreign
locations in recent periods represented suffiaiegative evidence to require a full valuation abowe against certain of our foreign deferred
tax assets. We intend to maintain a valuation alluee against our net deferred tax assets untitgirff positive evidence exists to support
realization of such assets.

Changes in tax laws and rates could also affecrded deferred tax assets and liabilities in thereu Management is not aware of any
such changes that would have a material effecherCompany’s results of operations, cash flowsnamicial position.

The calculation of our tax liabilities involves dieg with uncertainties in the application of cormpltax laws and regulations in a
multitude of jurisdictions across our global opemas.

Accounting for uncertainty in income taxes recogdiin the financial statements requires that &mefit from an uncertain tax
position be recognized when it is more likely thm that the position will be sustained upon exatiam, including resolutions of any related
appeals or litigation processes, based on techmiesits.

We recognize tax liabilities in accordance with ABD, and we adjust these liabilities when our judgt changes as a result of
evaluation of new information not previously avhl&a Due to the complexity of some of these unaetitss, the ultimate resolution may res
in payment that is materially different from our@nt estimate of the tax liabilities. These diieces will be reflected as increases or
decreases to income tax expense in the period ichwhey are determined.

Goodwill and Asset Impairment

In assessing the recoverability of our goodwill atider long-lived assets, significant assumpti@garding the estimated future cash
flows and other factors to determine the fair valfithe respective assets must be made, includimang other things, estimates related to
pricing, volume and reserves. The fair value ofdyaid is estimated using a discounted cash flonustibn model. If these estimates or their
related assumptions change in the future as atrefscthanges in strategy or market conditions, veg ime required to record impairment
charges for these assets in the period such detationi was made.
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We monitor conditions that indicate that the cargyvalue of an asset or asset group may be impalWedetermine impairment based
on the asset’s ability to generate cash flow grethtn its carrying value, utilizing an undiscouhfobability-weighted analysis. If the
analysis indicates the asset is impaired, the teymyalue is adjusted to fair value. Fair value bardetermined using a market approach,
income approach or cost approach. The impairmealysis and fair value determination can resultubssantially different outcomes based
on critical assumptions and estimates includinggtinentity and quality of remaining economic oresrgss, future iron ore prices and
production costs.

We evaluate goodwill for impairment in the fourthagter each year. In addition to the annual impairtest required under U.S.
GAAP, we assessed whether events or circumstamcesred that potentially indicate that the carryamgount of these assets may not be
recoverable. Based on the assessment performezhivetuded that there were no such events or chang&gumstances during 2009. We
determined that the fair value of the reportingsimias in excess of our carrying value as of De@gr8h, 2009, and that we did not have any
reporting units that were at risk of failing thesfistep of the goodwill impairment test. Consedlyeno goodwill impairment charges were
recorded in 2009. Refer to NOTE 1 — BUSINESS SUMMARND SIGNIFICANT ACCOUNTING POLICIES, for furtheinformation
regarding our policy on asset impairment.

Employee Retirement Benefit Obligations

We offer defined benefit pension plans, definedudbuation pension plans and other postretiremenelieplans, primarily consisting of
retiree healthcare benefits, to most employeesoittiNAmerica as part of a total compensation anekfis program. This includes employees
of PinnOak, who became employees of the Compamytitr the July 2007 acquisition. We do not have egg# retirement benefit
obligations at our Asia Pacific Iron Ore operations

Following is a summary of our defined benefit pensaind OPEB funding and expense for the years #00dgh 2010:

(In Millions)
Pensior OPEB
Funding Expens Fundin¢ Expens
2007 32.t 17.4 23.C 4.5
2008 24.¢ 20.2 19.7 8.€
2009 18.t 50.¢ 35.7 25.t
2010 (Estimated 45.¢ 45.4(1) 35.2 20.((1)

(1) Approximately $28.0 million and $11.5 milliori the 2010 estimated expense for Pension and ORESBectively, relates to previously
unrecognized losses reported in G

Assumptions used in determining the benefit obiliyat and the value of plan assets for defined litgpexfision plans and postretirement
benefit plans (primarily retiree healthcare besgfitffered by the Company are evaluated periogidgllmanagement. Critical assumptions,
such as the discount rate used to measure theit@plgations, the expected long-term rate of meton plan assets, the medical care cost
trend, and the rate of compensation increase giewed annually. We used a discount rate in 2008.66 percent, compared with a discount
rate of 6.00 percent in 2008. We assumed a compensacrease of 4.0 percent in 2009 and 2008 terdene both our pension and OPEB
obligations. Additionally, on December 31, 2008, agopted the IRS 2009 prescribed mortality tatdepdrate pre-retirement and
postretirement) to determine the expected lifewfmlan participants, replacing the IRS static 20835 tables. Following are sensitivities on
estimated 2010 pension and OPEB expense of pdtantiaer changes in these key assumptions:

Increase in 2010

Expense

(In Millions)
Pensiol OPEE
Decrease discount rate .25 perc $ 1.6 $0.8
Decrease return on assets 1 per 4.7 1.5
Increase medical trend rate 1 perc N/A 5.8
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Changes in actuarial assumptions, including distmates, employee retirement rates, mortality, cemsption levels, plan asset
investment performance, and healthcare costs,aegrdined by the Company based on analyses oflastdaxpected factors. Changes in
actuarial assumptions and/or investment performahpéan assets can have a significant impact arfinancial condition due to the
magnitude of our retirement obligations. Refer ©TE 12 — PENSIONS AND OTHER POSTRETIREMENT BENEFIRdtem 8 for
further information.

Forward-Looking Statements

This report contains statements that constitutewéwd-looking statements” within the meaning of Brévate Securities Litigation
Reform Act of 1995. These forward-looking statersently be identified by the use of predictive, fattense or forward-looking
terminology, such as “believes,” “anticipates,” pexts,” “estimates,” “intends,” “may,” “will” or shilar terms. These statements speak only
as of the date of this report, and we undertakengwming obligation, other than that imposed by leowpdate these statements. These
statements appear in a number of places in thi@trepd relate to, among other things, our intkelief or current expectations of our
directors or our officers with respect to: our ftdinancial condition, results of operations aogpects, estimates of our economic iron ore
and coal reserves; our business and growth stestegind our financing plans and forecasts. Yowanéoned that any such forward-looking
statements are not guarantees of future performamténvolve significant risks and uncertaintiag] ¢hat actual results may differ materially
from those contained in or implied by the forwaodXing statements as a result of various factamsesof which are unknown, including,
without limitation:

« the impact of the current global economic crigisJuding downward pressure on pric

» trends affecting our financial condition, resulfoperations or future prospec

» the outcome of any contractual disputes with ost@uers

» the ability of our customers to meet their obligat to us on a timely basis or at

e our actual economic iron ore and coal reser

» the success of our business and growth strate

e our ability to successfully identify and consummaity strategic investment

e adverse changes in currency valt

» the outcome of any contractual disputes with ogmi§icant energy, material or service provide
» the success of our c-savings efforts

* our ability to maintain adequate liquidity and sessfully implement our financing plar

» our ability to maintain appropriate relations withions and employee

* uncertainties associated with unanticipated geobigionditions related to underground mini
» the potential existence of significant deficienadesnaterial weakness in our internal control dirggincial reporting; an

You are cautioned that any such forward-lookingesteents are not guarantees of future performangénawnlve significant risks and
uncertainties, and that actual results may diffatemally from those contained in the forward-laukistatements as a result of various factors,
some of which are unknown. For additional factdfeaiing the business of Cliffs Natural Resouraas ,Irefer to Part | — Item 1/Risk
Factors.

You are urged to carefully consider these riskdectAll forward-looking statements attributableutoare expressly qualified in their
entirety by the foregoing cautionary statements.
ltem 7A.  and Qualitative Disclosures About Market Risk.
Quantitative

Information regarding our Market Risk is presenteder the captioMarket Risk which is included in Item 7 and is incorporated b
reference and made a part hereof.
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Item 8. Financial Statements and Supplementary Da
Statements of Consolidated Financial Position
Cliffs Natural Resources Inc. and Subsidiaries

ASSETS
CURRENT ASSET¢
Cash and cash equivalel
Accounts receivabl
Inventories
Supplies and other inventori
Deferred and refundable tax
Derivative asset
Other current asse
TOTAL CURRENT ASSET¢
PROPERTY, PLANT AND EQUIPMENT, NE’
OTHER ASSETS
Marketable securitie
Investments in venture
Goodwill
Intangible assets, n
Long-term receivable
Deferred income taxe
Deposits and miscellaneo
TOTAL OTHER ASSETS
TOTAL ASSETS

See notes to consolidated financial statements.
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December 31,

(In Millions)
2009 2008

$ 5027 $ 179.(
103.t 68.5
272.% 265.
102.% 101.2
61.4 54.¢
51.t 76.€
66.€ 115.€
1,161.: 861.%
2,592.¢ 2,456..
88.1 25.4
315.1 305.%
74.€ 2.C
114.¢ 109.¢
49.¢ 33.4
151.1 251.2
92.C 66.4
885.5 793.%
$4,639.0  $4,111.
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Statements of Consolidated Financial Position
Cliffs Natural Resources Inc. and Subsidiaries

December 31,

(In Millions)
2009 2008
LIABILITIES
CURRENT LIABILITIES
Accounts payabl $ 178.C $ 201.C
Accrued employment cos 78.4 98.¢
Income taxes payab 6.1 99.2
State and local taxes paya 35.1 45.F
Below-market sales contrac— current 30.3 30.2
Accrued expense 77.4 46.1
Deferred revenu 105.1 86.¢
Derivative liabilities — 194.:
Other current liabilitie: 59.1 42.7
TOTAL CURRENT LIABILITIES 570.¢ 844.¢
POSTEMPLOYMENT BENEFIT LIABILITIES
Pension: 267.% 250.1
Other postretirement benef 178.t 197.¢
TOTAL POSTEMPLOYMENT BENEFIT LIABILITIES 445.¢ 448.(
ENVIRONMENTAL AND MINE CLOSURE OBLIGATIONS 124.: 104.¢
DEFERRED INCOME TAXES 70.¢ 67.3
SENIOR NOTES 325.( 325.(
TERM LOAN 200.( 200.(
BELOW-MARKET SALES CONTRACTS 153.¢ 183.¢
OTHER LIABILITIES 2127 183.¢
TOTAL LIABILITIES 2,102.: 2,357.:
3.25% REDEEMABLE CUMULATIVE CONVERTIBLE PERPETUALREFERRED STOCK — ISSUED
172,500 SHARES, 205 SHARES OUTSTANDING IN 2( — 0.2
EQUITY
CLIFFS SHAREHOLDER' EQUITY
Preferred stoc— no par valu¢
Class A— 3,000,000 shares authorized and unis
Class B— 4,000,000 shares authorized and unis:
Common Share— par value $0.125 per she
Authorized— 224,000,000 share
Issuec— 134,623,528 shares (20— 134,623,528 shares
Outstandinc— 130,971,470 shares (20— 113,508,990 share 16.€ 16.¢
Capital in excess of par value of she 695.4 4422
Retained Earning 1,973.: 1,799.¢
Cost of 3,652,058 common shares in treasury (— 21,114,538 share (19.9 (113.9
Accumulated other comprehensive I (122.6) (394.6
TOTAL CLIFFS SHAREHOLDER’ EQUITY 2,542.¢ 1,750.!
NONCONTROLLING INTEREST (5.9 B2
TOTAL EQUITY 2,537.( 1,753.¢
COMMITMENTS AND CONTINGENCIES
TOTAL LIABILITIES AND EQUITY $4,639.! $4,111..

See notes to consolidated financial statements.
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Statements of Consolidated Operations
Cliffs Natural Resources Inc. and Subsidiaries

REVENUES FROM PRODUCT SALES AND SERVICE
Product
Freight and venture partn’ cost reimbursemen

COST OF GOODS SOLD AND OPERATING EXPENS
SALES MARGIN
OTHER OPERATING INCOME (EXPENSE
Royalties and management fee reve
Selling, general and administrative exper
Terminated acquisition cos
Gain on sale of other ass— net
Casualty recoverie
Miscellaneous— net

OPERATING INCOME
OTHER INCOME (EXPENSE
Changes in fair value of foreign currency contracet
Interest incomt
Interest expens
Impairment of securitie
Other nor-operating incom

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TASS AND EQUITY LOSS
FROM VENTURES

INCOME TAX EXPENSE

EQUITY LOSS FROM VENTURE¢

INCOME FROM CONTINUING OPERATION¢

INCOME FROM DISCONTINUED OPERATIONS (net of tax $0.2 in 2007

NET INCOME
LESS: NET INCOME (LOSS) ATTRIBUTABLE TO NONCONTRQING INTEREST (net of

tax of $0.3, $9.1, and $4.7 in 2009, 2008 and 2

NET INCOME ATTRIBUTABLE TO CLIFFS SHAREHOLDER!
PREFERRED STOCK DIVIDEND!

INCOME ATTRIBUTABLE TO CLIFFS COMMON SHAREHOLDER!

EARNINGS PER COMMON SHARE ATTRIBUTABLE TO CLIFFS SfFREHOLDERS —
BASIC

EARNINGS PER COMMON SHARE ATTRIBUTABLE TO CLIFFS SFREHOLDERS —
DILUTED

AVERAGE NUMBER OF SHARES (IN THOUSANDS
Basic
Diluted

CASH DIVIDENDS PER SHARE

See notes to consolidated financial statements.
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(In Millions, Except Per Share

Amounts)

Year Ended December 31,

2009

2008

2007

$2,216.. $3,294.¢ $1,997.
125.¢ 314.° 277.¢
2,342.( 3,609.- 2,275.:
(2,033.) (2,449.)  (1,813.)
308.¢ 1,159. 462.(
4.8 21.7 14.
(120.7) (188.6) (114.7)
— (90.1) —
13.2 22.¢ 18.2
— 10. 3.2
24.( 2. (2.3)
(78.7) (220.5) (80.4)
230. 938.¢ 381.¢
85.7 (188.9) —
10.€ 26.2 20.C
(39.0 (39.9) (22.6)
— (25.1) —
2. 4.3 1.7
60.Z (222.6) (0.9)
290.¢ 716.: 380.7
(20.5) (144.2) (84.1)
(65.5) (35.1) (11.2)
204.° 537.( 285 ¢
— — 0.2
204.° 537.( 285.¢
(0.8) 21.2 15.€
205.] 515.¢ 270.(
— (1.1) (5.2)

$ 2053 $ 5147 $ 264.¢
$ 1.6/ $ 507 $ 3.1¢
$ 165 $ 47¢ $ 257
124,99¢ 101,47 82,08¢
125,75.  108,28¢{ 105,02
0.2€ 0.3t 0.2¢
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Statements of Consolidated Cash Flows
Cliffs Natural Resources Inc. and Subsidiaries

(In Millions)
Year Ended December 31,
2009 2008 2007
CASH FLOW FROM CONTINUING OPERATION:
OPERATING ACTIVITIES
Net income $204.: $537.( $ 285.¢
Income from discontinued operatic — — (0.2
Adjustments to reconcile net income to net casinfoperating activities
Depreciation, depletion and amortizati 236.¢ 201.1 107.2
Derivatives and currency hedc (204.5) 58.4 (15.9
Foreign exchange gail (28.7) — —
Shar-based compensatic 10.1 21.4 11.¢
Equity loss in ventures (net of tg 65.5 35.1 11.2
Pensions and other postretirement ben 27.: (32.9 (35.9
Deferred income taxe 60.¢ (88.5) (33.0)
Changes in deferred revenue and b-market sales contrac (33.9 58.C (34.9)
Impairment of securitie — 25.1 —
Property damage recoveri — (20.5) —
Other 4.€ 6.7 (15.0
Changes in operating assets and liabilii
Receivables and other ass (24.2) (55.9 18.C
Product inventorie 7.7 (44.€) 3.2
Payables and accrued exper (141.0 142.% (14.9
Net cash from operating activiti 185.% 853.2 288.¢
INVESTING ACTIVITIES
Purchase of PinnO¢ — — (343.9)
Purchase of noncontrolling intere — (589.5 —
Purchase of property, plant and equipn (116.9) (182.%) (199.5)
Investments in venture (81.¢) (62.7) (180.¢
Investment in marketable securit (24.9 (30.9 (85.9)
Redemption of marketable securit 5.4 17.¢ 40.¢€
Proceeds from sale of ass 28.8 41.2 23.2
Proceeds from property damage insurance recoy — 10.t —
Net cash used by investing activit (179.9) (795.€) (745.9)
FINANCING ACTIVITIES
Net proceeds from issuance of common sh 347.C — —
Borrowings under credit facilit 279.7 540.( 1,195.(
Repayments under credit facili (276.9) (780.0) (755.0)
Repayment of PinnOak de — — (159.9
Borrowings under senior not — 325.( —
Common stock dividenc (31.9 (36.7) (20.9
Preferred stock dividenc — (1.2 (5.5
Repayment of other borrowin (9.7 (8.9 (6.9
Contributions by (to) joint ventures, r (8.3 (20.5) 1.¢
Other financing activitie 3.6 3.5 1.1
Net cash from financing activitie 304.: 32.4 250.1
EFFECT OF EXCHANGE RATE CHANGES ON CAS 13.C (68.7) 11.¢
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT 323.7 21.¢ (194.6)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAF 179.( 157.1 351.7
CASH AND CASH EQUIVALENTS AT END OF YEAF $502.5 $179.( $ 157.]

See notes to consolidated financial statements.
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Statements of Consolidated Changes in Equity
Cliffs Natural Resources Inc. and Subsidiaries

(In Millions)
Cliffs Shareholders
Capital Accumulated
in
Excess Common Other
Number of of Par Compre- Non-
Common Value ol Retained Shares hensive Controlling
Common in Income
Shares Shares Shares Earnings Treasury (Loss) Interest Total
January 1, 200 81.¢ $ 16.& $ 103z $1,078f $ (282 $ (169.9 $ 85.6 $ 831.€
Comprehensive inconm
Net income — — — 270.C — — 15.€ 285.¢
Other comprehensive incon
Pension and OPERB liabilit — — — — — 38.€ 3.1 41.¢
Unrealized net gain on marketable securi — — — — — 0.6 — 0.€
Unrealized net gain on foreign currency transla — — — — — 86.€ 6.8 93.7
Unrealized loss on interest rate sv — — — — — (0.9 — (0.9
Unrealized gain on derivative instrume — — — — — 14.2 &5 17.7
Total comprehensive incon — — — — — — 29.C 438.¢
Effect of implementing provisions of ASC 740 relhte
accounting for income tax uncertaint — — — (7.7) — — (2.8) (9.5
Undistributed earnings to noncontrolling inter — — — — — — 4.8 4.€
Stock options exercise — — — — 0.2 — — 0.2
Stock and other incentive pla 0.4 — 4.1 — 2.5 — — 6.€
Repurchases of common stc — — — — (2.2 — — (2.2)
Conversion of preferred sto 5.C — 9.2 1.€ 26.7 — — 37.€
Preferred stock dividenc — — — (5.9 — — — (5.9
Common stock dividenc — — — (20.9) — — — (20.9)
December 31, 200 87.2 16.€ 116.¢ 1,316.: (255.6) (30.9) 117.¢ 1,281.!
Comprehensive inconm
Net income — — — 515.¢ — — 21z 537.(
Other comprehensive incon
Pension and OPEB liabilit — — — — — (188.5) (8.0) (196.5)
Unrealized net loss on marketable secur — — — — — (10.9) (1.4) 11.7)
Unrealized net loss on foreign currency transla — — — — — (165.]) (23.7) (278.¢)
Unrealized loss on interest rate sv — — — — — (0.8) — (0.§)
Unrealized gain on derivative instrume — — — — — 0.4 0.8 1.2
Total comprehensive incon — — — — — — 1.9 150.¢
Equity purchase of noncontrolling intert 4.3 — 141.¢ — 23.2 — — 165.(
Purchase of subsidiary shares from noncontrolimerest — — — — — — (111.9) (111.9)
Undistributed losses to noncontrolling inter — — — — — — (2.9 (2.
Capital contribution by noncontrolling interestdobsidiary — — — — — — 0.7 0.7
PinnOak settlemer 4.C — 131t — 21t — — 153.(
Stock and other incentive pla — — 19.2 — 0.8 — — 20.C
Conversion of preferred stor 18.C — 33.1 5.1 96.2 — — 134.t
Preferred stock dividenc — — — (1.7) — — — (1.3)
Common stock dividenc — — — (36.1) — — — (36.1)
December 31, 200 113t 16.€ 4422 1,799.¢ (113.9) (394.¢) 3.3 1,753.¢
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Statements of Consolidated Changes in Equity — (Cdinued)
Cliffs Natural Resources Inc. and Subsidiaries

(In Millions)

Cliffs Shareholders

Capital Accumulated
in
Excess Common Other
Number of of Par Compre- Non-
Common Value of Retained Shares hensive Controlling
Common in Income
Shares Shares Shares Earnings Treasury (Loss) Interest Total

Comprehensive incorr

Net income — — — 205.1 — — (0.8) 204.%
Other comprehensive incon

Pension and OPEB liabilit — — — — — 24.2 (2.4) 21.¢
Unrealized net gain on marketable securi — — — — — 29.5 — 29.t
Unrealized net gain on foreign currency transla — — — — — 231.% — 231.%
Unrealized gain on interest rate sw — — — — — 1.7 — 1.7
Unrealized loss on derivative instrume — — — — — (15.7) — (15.1)
Total comprehensive incon — — — — — — 3.2 473.¢
Purchase of subsidiary shares from noncontrolimeréest — — — — — — 0.1 0.1
Undistributed losses to noncontrolling inter — — — — — — (6.7 6.7)
Capital contribution by noncontrolling interestsobsidiary — — — — — — 0.7 0.7
Issuance of common shai i7.& — 254t — 92.¢ — — 347.%
Purchase of additional noncontrolling inter — — (5.4) — — — — (5.4)
Stock and other incentive pla 0.2 — 4.1 — 0.¢ — — 5.C
Conversion of preferred sto — — — — 0.2 — — 0.2
Common stock dividenc — — — (31.9) — — — (31.9)
December 31, 200 131.C $ 16.6 $ 6954 $1973. $ (19.9 $ (122.6) $ (5.8) $2,537.(

See notes to consolidated financial statements.
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Cliffs Natural Resources Inc. and Subsidiaries
Notes to Consolidated Financial Stateme
NOTE 1 — BUSINESS SUMMARY AND SIGNIFICANT ACCOUNTIN G POLICIES

Business Summary

We are an international mining and natural resaicoenpany, the largest producer of iron ore peitetdéorth America, a major suppli
of direct-shipping lump and fines iron ore out afstralia, and a significant producer of metalluadjicoal. In North America, we operate six
iron ore mines in Michigan, Minnesota and Easteandtia, and two coking coal mining complexes locatéiest Virginia and Alabama.
Our Asia Pacific operations are comprised of tvem iore mining complexes in Western Australia, septhe Asian iron ore markets with
direct-shipping fines and lump ore, and a 45 pdreeanomic interest in Sonoma, a coking and theaomal mine located in Queensland,
Australia. In Latin America, we have a 30 percem¢iest in Amapa, a Brazilian iron ore project. ©@ampany’s operations are organized and
managed according to product category and geogragdation: North American Iron Ore, North Americ@oal, Asia Pacific Iron Ore, Asia
Pacific Coal and Latin American Iron Ore.

Accounting Policies
We consider the following policies to be benefiérmalnderstanding the judgments that are involvetthé preparation of our

consolidated financial statements and the unceigaithat could impact our financial condition,uks of operations and cash flows. All
common shares and per share amounts have beeteddjeisoactively to reflect the two-for-one stagkit effective May 15, 2008.

Use of Estimates

The preparation of financial statements, in confrwith GAAP, requires management to make estismatel assumptions that affect
the reported amounts of assets and liabilitiesdisitlosure of contingent assets and liabilitiethatdate of the financial statements and the
reported amounts of revenues and expenses duengplorting period. Actual results could differrfr@stimates. On an ongoing basis,
management reviews estimates. Changes in factsianunstances may alter such estimates and affeatts of operations and financial
position in future periods.

Basis of Consolidation

The consolidated financial statements include eapants and the accounts of our wholly-owned anfbritygowned subsidiaries,
including the following significant subsidiaries:

Name Location Ownership Interest Operation
Northshore Minnesota 100.(% Iron Ore
United Taconite Minnesota 100.(% Iron Ore
Pinnacle West Virginia 100.(% Coal

Oak Grove Alabama 100.(% Coal

Asia Pacific Iron Ore Western Australi: 100.(% Iron Ore
Tilden Michigan 85.(% Iron Ore
Empire Michigan 79.(% Iron Ore

Intercompany transactions and balances are eliedngbon consolidation.

We previously adopted, effective January 1, 2008 amended provisions of FASB ASC 810 related teaptrolling interests in
consolidated financial statements, which estabfisiezounting and reporting standards for the nanethng interest in a subsidiary and for
the deconsolidation of a subsidiary. The amendmlanifies that a noncontrolling interest in a suliesiy is an ownership interest in the
consolidated entity that should be reported astgquihe consolidated financial statements. Theraed provisions are
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Cliffs Natural Resources Inc. and Subsidiaries
Notes to Consolidated Financial Statem«— (Continued)

effective for fiscal years and interim periods witthose fiscal years, beginning on or after Decemits, 2008 and have been applied
prospectively as of January 1, 2009, except foptlesentation and disclosure requirements, whiwie baen applied retrospectively for all
periods presented. The impact of adoption is reglbm our consolidated financial statements inetlterein for the years ended
December 31, 2009, 2008 and 2007 and as of Dece3ib2009 and 2008.

Our noncontrolling interests primarily relate tojordy-owned subsidiaries within our North Americlhon Ore business segment. The
mining ventures function as captive cost comparisshey supply products only to their owners aiffety on a cost basis. Accordingly, the
noncontrolling interests’ revenue amounts are dtateost of production and are offset entirelyabyequal amount included in cost of goods
sold and operating expenses, resulting in no sadgin reflected in noncontrolling interest papimts. As a result, the adoption of the
amendments to FASB ASC 810 did not have a matenighct on our consolidated results of operatiorth waspect to these subsidiaries.

Cash Equivalents

Cash and cash equivalents include cash on hanihahne bank as well as all short-term securitidd far the primary purpose of
general liquidity. We consider investments in hygldiuid debt instruments with an original maturdf/three months or less from the date of
acquisition to be cash equivalents. We routinelyitoo and evaluate counterparty credit risk relatethe financial institutions by which our
short-term investment securities are held.

Inventories

The following table presents the detail of dnwentorieson the Statements of Consolidated Financial Pos#tdecember 31, 2009 and
2008:

(In Millions)
2009 2008
Finished Work- Finishec Work-
in Total in Total

Segment Goods Proces: Inventory Goods Proces Inventory
North American Iron Ori $172.7 $18.4 $191.1 $135.. $13.t  $148:¢
North American Coa 14.¢ 1.4 16.5 15.C 6.7 21.7
Asia Pacific Iron Ore 28.€ 31.7 60.2 30.€ 55.1 85.7
Other 1.€ 3.2 4.8 6.€ 2.€ 9.2
Total $217.¢ $54.7 $ 272.F $187.5 $77.¢  $265.¢

North American Iron Ore

North American Iron Ore product inventories ardesiaat the lower of cost or market. Cost of iroe imventories is determined using
the LIFO method. The excess of current cost overL tost of iron ore inventories was $81.4 milliod&84.5 million at December 31, 2009
and 2008, respectively. As of December 31, 20092848, the product inventory balance for North Aicean Iron Ore increased to $172.7
million and $135.3 million, respectively, resultimgan additional LIFO layer being added in eachrye

We had approximately 1.2 million tons and 0.4 moillitons of finished goods stored at ports on thetdGreat Lakes to service
customers at December 31, 2009 and 2008, resplgctWe maintain ownership of the inventories utitie has transferred to the customer,
usually when payment is made. Maintaining ownersifithe iron ore products at ports on the lowerdbteakes reduces risk of non-payment
by customers, as we retain title to the produdt payment is received from the customer. We trdaekmovement of the inventory and verify
the quantities on hand.
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Cliffs Natural Resources Inc. and Subsidiaries
Notes to Consolidated Financial Statem«— (Continued)

North American Coal

North American Coal product inventories are statethe lower of cost or market. Cost of coal ineeiess includes labor, supplies and
operating overhead and related costs and is cééclilssing the average production cost. We maimtaimership until coal is loaded into rail
cars at the mine for domestic sales and until Idadéhe vessels at the terminal for export sales.

Asia Pacific Iron Ore

Asia Pacific Iron Ore product inventories are slagethe lower of cost or market. Costs, includimgappropriate portion of fixed and
variable overhead expenses, are assigned to thatory on hand by the method most appropriate ¢h particular class of inventory, with
the majority being valued on a weighted averagésb¥gée maintain ownership of the inventories uititlié has transferred to the customer at
the F.O.B. point, which is generally when the prddds loaded into the vessel.

Derivative Financial Instruments

We are exposed to certain risks related to the iogguperations of our business, including thosesedby changes in the market value
of equity investments, changes in commodity pricggyest rates and foreign currency exchange.rifeshave established policies and
procedures, including the use of certain derivaitistruments, to manage such risks. Refer to NOHDERIVATIVE INSTRUMENTS
AND HEDGING ACTIVITIES for further information.

Property, Plant and Equipment

North American Iron Ore

North American Iron Ore properties are stated at.ddepreciation of plant and equipment is compupigatcipally by the straight-line
method based on estimated useful lives, not toezktiee estimated economic iron ore reserves. Nawtks United Taconite and our mines in
Michigan use the double declining balance methadiepireciation for certain mining equipment. Depa#on is provided over the following
estimated useful lives:

Asset Class Basis Life.

Buildings Straight line 45 Years
Mining equipmen Straight line 10 to 20 Year:
Processing equipme Straight line 15 to 45 Year:
Information technolog' Straight line 2to 7 Year:

Depreciation is not curtailed when operations aregorarily idled.

North American Coal

North American Coal properties are stated at ddspreciation is provided over the estimated udefas, not to exceed the mine lives
and is calculated by the straight-line method. Bejation is provided over the following estimatesul lives:

Asset Class Basis Life

Buildings Straight line 30 Years
Mining equipmen Straight line 210 22 Year:
Processing equipme Straight line 2 to 30 Year:
Information technolog Straight line 2 to 3 Years

88



Table of Contents

Cliffs Natural Resources Inc. and Subsidiaries
Notes to Consolidated Financial Statem«— (Continued)

Asia Pacific Iron Ore

Our Asia Pacific Iron Ore properties are statecost. Depreciation is calculated by the straigmé-inethod or production output basis
provided over the following estimated useful lives:

Asset Class Basis Life

Plant and equipmel Straight line 5-10 Years
Plant and equipment and mine as: Production outpu 10 Years
Motor vehicles, furniture & equipme Straight line 3-5Years

The following table indicates the value of eaclihaf major classes of our consolidated depreciadgeta as of December 31, 2009 and
2008:

(In Millions)
December 31,
2009 2008

Land rights and mineral righ $1,877.: $1,731.(
Office and information technoloc 53.7 37.¢
Buildings 7.5 65.2
Mining equipmen 381.( 248.t
Processing equipme 499.t 421.¢
Railroad equipmer 92.2 70.¢
Electric power facilities 60.C 57.1
Port facilities 52.t 87.t
Interest capitalized during constructi 18.¢ 19.7
Land improvement 22.4 20.2
Other 41.€ 25.¢
Construction in progres 81.7 120.(
3,258.: 2,905.:
Allowance for depreciation and depleti (665.5) (449.))
$2,592.¢ $2,456.:

We recorded depreciation expense of $120.6 miltidrd,3.5 million and $69.3 million on the Statemesft€onsolidated Operations for
the years ended December 31, 2009, 2008 and 28§jectively.

The costs capitalized and classified.asd rights and mineral rightsepresent lands where we own the surface and/cralinights.
The value of the land rights is split between stefanly, surface and minerals, and minerals only.

Our North American Coal operation leases coal ngimights from a third party through lease agreem#mit extend through the earlier
of July 1, 2023 or until all merchantable and mbileacoal has been extracted. Our interest in es@rves and resources was valued using a
discounted cash flow method. The fair value wasnegéd based upon the present value of the expédie@ cash flows from coal operatic
over the life of the reserves.

Our Asia Pacific Iron Ore operation’s interestrion ore reserves and resources was valued usiisg@udted cash flow method. The
fair value was estimated based upon the presem¢ wdlthe expected future cash flows from ironaperations over the economic lives of the
mines.
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Cliffs Natural Resources Inc. and Subsidiaries
Notes to Consolidated Financial Statem«— (Continued)

The net book value of the land rights and mindgits as of December 31, 2009 and 2008 is as fellow

(In Millions)
December 31,
2009 2008
Land rights $ 29.C $ 29.
Mineral rights:
Cost $1,848.: $1,702.(
Less depletiol 243.¢ 139.¢
Net mineral rights $1,604.! $1,562.

Accumulated depletion relating to mineral right$iielh was recorded using the unit-of-production rodths included irAllowances for
depreciation and depletionWe recorded depletion expense of $68.1 milli&§.6 million and $37.9 million on the Statements of
Consolidated Operations for the years ended DeceBih009, 2008 and 2007, respectively.

We review iron ore and coal reserves based onmiuesgectations of revenues and costs, which dijeaito change. Iron ore and coal
reserves include only proven and probable quastitieich can be economically and legally mined amd@ssed utilizing existing technolo

Capitalized Stripping Costs

Stripping costs during the development of a mirdoike production begins, are capitalized as aqfdite depreciable cost of building,
developing and constructing a mine. These cap#dlaosts are amortized over the productive lifthefmine using the units of production
method. The productive phase of a mine is deemédyve begun when saleable minerals are extractedyped) from an ore body, regard
of the level of production. The production phasesinot commence with the removal of de minimusasdéemineral material that occurs in
conjunction with the removal of overburden or wastgerial for purposes of obtaining access to arbody. The stripping costs incurred in
the production phase of a mine are variable pradaiciosts included in the costs of the inventolgdoaiced (extracted) during the period that
the stripping costs are incurred.

Stripping costs related to expansion of a minirggaef proven and probable reserves are variabldugption costs that are included in
the costs of the inventory produced during thequktihat the stripping costs are incurred.

Marketable Securities

Our marketable securities consist of debt and gdgustruments and are classified as either heldvturity or available-for-sale.
Securities investments that we have the intentadnility to hold to maturity are classified as hétdmaturity and recorded at amortized cost.
Investments in marketable equity securities that@ing held for an indefinite period are clasdifies available-for-sale. We determine the
appropriate classification of debt and equity sitegrat the time of purchase andenvealuate such designation as of each balance datetin
addition, we review our investments on an ongoiagibfor indications of possible impairment. Orsentified, the determination of whether
the impairment is temporary or other-than-temporaguires significant judgment. The primary factirat we consider in classifying the
impairment include the extent and time the faiueabf each investment has been below cost, anekiseence of a credit loss in relation to
our debt securities. If a decline in fair valuguidged other than temporary, the basis of the iddia security is written down to fair value &
new cost basis, and the amount of the write-dovimcisided as a realized loss. For our held-to-nitgtdebt securities, if the fair value is less
than cost, and we do not expect to recover theecathortized cost basis of the security, the othen-temporary impairment is separated into
the amount representing the credit loss, whickdegnized in earnings, and the amount represealimgher factors, which is recognized in
other comprehensive income. Refer to NOTE 4 — MARKRBLE SECURITIES for additional information.
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Investments in Ventures

The following table presents the detail of our istweents in unconsolidated ventures and where thosstments are classified on the
Statements of Consolidated Financial Position. itheses indicate a net liability. Refer to NOTE 6FINANCIAL INFORMATION OF
EQUITY AFFILIATES for additional information.

(In Millions)
December 31 December 3:
Interest

Investment Classification Percentagt 2009 2008
Amapa Investments in ventur: 30 $ 272.¢ $ 266.:
AusQues Investments in ventur 30 22.7 19.2
Cockatoo (1. Investments in ventur: 50 9.1 (23.5)
Wabush (2)(3 Other liabilities 27 (11.9 12.1
Hibbing Other liabilities 23 (11.€) (22.])
Other Investments in ventur 10.¢ 7.7

$ 292.1 $ 269.7

(1) Recorded aOther liabilitiesat December 31, 200
(2) Recorded alnvestments in venturat December 31, 200

(3) On October 12, 2009, we exercised our righiref refusal to acquire U.S. Steel Canada’s 44@@nt interest and ArcelorMittal
Dofasco’s 28.6 percent interest in Wabush, themetrgasing our ownership stake in Wabush Mine)tbdercent. Ownership transfer
to Cliffs was completed on February 1, 2010. R&eOTE 5— ACQUISTIONS & OTHER INVESTMENTS for further inforntian.

Amapa

Our 30 percent ownership interest in Amapa, in Whie do not have control but have the ability tereise significant influence over
operating and financial policies, is accountedulader the equity method. Accordingly, our sharéhefresults from Amapa is reflected as
Equity loss from ventureon the Statements of Consolidated Operations. iflaadial information of Amapa included in our fircaal
statements is as of and for the periods ended Noge0, 2009 and 2008. The earlier cut-off is tovalfor sufficient time needed by Amapa
to properly close and prepare complete financi@rmation, including consolidating and eliminatiegtries, conversion to U.S. GAAP and
review by the Company. There were no interveniaggactions or events which materially affect Amapgiiancial position or results of
operations that were not reflected in our yearfamahcial statements.

AusQuest

On September 11, 2008, we announced a strategine@dl and subscription and option agreement withQuest, a diversified Australi
exploration company. Under the agreement, we aedwir30 percent fully diluted interest in AusQubsbugh a staged issuance of shares
options. Our 30 percent ownership interest in Ausspun which we do not have control but have thiéita to exercise significant influence
over operating and financial policies, is accourftedinder the equity method. Accordingly, our €haf the results from AusQuest is
reflected a€quity loss from venturem the Statements of Consolidated Operations. ifla@dial information of AusQuest included in our
financial statements is as of and for the periottted November 30, 2009 and 2008 since the dateqofigition. The earlier cut-off is to allow
for sufficient time needed by AusQuest to propetse and prepare complete financial informationluding consolidating and eliminating
entries, conversion to U.S. GAAP and review andaygd by the Company. There were no interveningdagtions or events which materi
affect AusQuest'’s financial position or resultsopkrations that were not reflected in our year{famghcial statements.
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Hibbing, Wabush and Cockatoo

Investments in certain joint ventures (Wabush, @bok Island, Hibbing) in which our ownership isfircent or less, or in which we
not have control but have the ability to exercigmi§icant influence over operating and financialipies, are accounted for under the equity
method. Our share of equity income (loss) is elatéd against consolidated product inventory upadyetion, and against cost of goods ¢
and operating expenses when sold. This effectinayces our cost for our share of the mining versuysroduction to its cost, reflecting the
cost-based nature of our participation in uncoudsdéd ventures. Refer to NOTE 5 — ACQUISITIONS ARDHER INVESTMENTS, for
further information regarding the exercise of dght of first refusal in October 2009 to acquire iemaining interest in Wabush.

Sonoma

Through various interrelated arrangements, we sehaed5 percent economic interest in the colleativerations of Sonoma, despite the
ownership percentages of the individual componeh&onoma. We own 100 percent of CAWO, 8.33 peroéttie exploration permits and
applications for mining leases for the real estia#t is involved in Sonoma (“Mining Assets”) and @gé&rcent of the infrastructure, including
the construction of a rail loop and related equiptifgNon-Mining Assets”). The following substantilegal entities exist within the Sonoma
structure:

» CAC, awholly owned Cliffs subsidiary, is the coiitdor Cliffs’ investment in Sonom

« CAWO, a wholly owned subsidiary of CAC, owns the &iglant and receives 40 percent of Sonoma coalptiaeh in exchange
for providing coal washing services to the remajrf8onoma participant

« SMM is the appointed operator of the mine asset-mine assets, and the Washplant. We own a 45 pdrgengst in SMM

e Sonoma Sales, a wholly owned subsidiary of QCedhé sales agent for the participants of the erhcted and processed in the
Sonoma Projec

The objective of Sonoma is to mine and processngpaind thermal coal for the benefit of the particifs. Pursuant to the terms of the
agreements that comprise the Sonoma Project, éintkeof investment in 2007, Cliffs through CAC ¢&34.9 million for an 8.33 percent
undivided interest in the Mining Assets and a 4&@et undivided interest in the Non-Mining Asseatsl ather expenditures, and paid $85.2
million to construct the Washplant. In 2009 and 00e invested an additional $8.6 million and $1iBion, respectively, in the project, for
a total investment of approximately $141.5 million.

While the individual components of our investmera disproportionate to the overall economics ofitivestment, the total investment
is the same as if we had acquired a 45 percentsite the Mining Assets and had committed to fagdl5 percent of the cost of developing
the NonMining Assets and the Washplant. In particular,tdrens of the interrelated agreements under whiglobtain our 45 percent inter
provide that, we, through a wholly owned subsidiagnstructed and hold title to the Washplant. Viéstwall of the coal produced by the
Sonoma Project for a fee based upon a cost to plastan arrangement such that we only bear 45 peof¢he cost of owning and operating
the Washplant. In addition, we have committed tapasing certain amounts of coal from the othetigipants such that we take title to 45
percent of the coal mined. In addition, severakagrents were entered into which provide for thecalion of mine and Washplant
reclamation obligations such that we are respoaddy 45 percent of the reclamation costs. Lastignagement agreements were entered into
that allocate the costs of operating the mine ti gerticipant based upon their respective ownprisiterests in SMM, 45 percent in our case.
Once the coal is washed, each participant thengasggonoma Sales to sell their coal to third paftewhich Sonoma Sales earns a fee
under an agreement with fixed and variable elements
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The legal entities were each evaluated under tidetines for consolidation of a VIE as follows:

CAWO — CAC owns 100 percent of the legal equitfCIAWO; however, CAC is limited in its ability to malsignificant decisions
about CAWO because the significant decisions ameniy, or subject to approval of, the Operating @dttee of the Sonoma Project, of
which CAC is only entitled to 45 percent of thea/oAs a result, we determined that CAWO is a VIH #rat CAC should consolidate CAW
as the primary beneficiary because it absorbs gréfadn 50 percent of the residual returns andagpdosses.

Sonoma Sales — We, including our related parties)at have voting rights with respect to Sonom&$Sahd are not party to any
contracts that represent significant variable gg&s in Sonoma Sales. Therefore, even if Sonones Sadre a VIE, it has been determined
we are not the primary beneficiary and therefor@ldmot consolidate Sonoma Sales.

SMM — SMM does not have sufficient equity at risidds therefore a VIE. Through CAC, we have a 4@t voting interest in
SMM and a contractual requirement to reimburse SMM15 percent of the costs that it incurs in cartioe with managing the Sonoma
Project. However, we, along with our related partao not have any contracts that would cause abdorb greater than 50 percent of SMM’
expected losses, and therefore, we are not coesiderbe the primary beneficiary of SMM. Thus, weaunt for our investment in SMM in
accordance with the equity method rather than ditate the entity. The effect of SMM on our finaalcstatements is determined to be
minimal.

Mining and Non-Mining Assets — Since we have anivided interest in these assets and Sonoma is @xtactive industry, we have
pro rata consolidated our share of these assetscatsl

Goodwill

Gooduwill represents the excess purchase pricequadthe fair value of the net assets of acquitadganies. We had goodwill of $74.6
million and $2.0 million recorded on the Statemaft€onsolidated Financial Position at December2809 and 2008, respectively. In
accordance with the provisions of ASC 350, we camplae fair value of the respective reporting tmiits carrying value on an annual basis
to determine if there is potential goodwill impaent. If the fair value of the reporting unit isdaban its carrying value, an impairment loss is
recorded to the extent that the fair value of tbedyvill within the reporting unit is less than ttarrying value of its goodwill.

For purposes of our goodwill impairment testing, degine a reporting unit as an operating segmesmtevaluate goodwill for
impairment in the fourth quarter each year. In iddito the annual impairment test required und&. (GAAP, we assess whether events or
circumstances occurred that potentially indicata the carrying amount of these assets may nadmserable. Based on the assessment
performed, we concluded that there were no suchtewe changes in circumstances during 2009. Wernied that the fair value of the
reporting units was in excess of our carrying valsef December 31, 2009, and that we did not hayaeporting units that were at risk of
failing the first step of the goodwill impairmemist. Consequently, no goodwill impairment chargesawecorded in 2009.

Asset Impairment

Long-Lived Assets and Intangible Assets

We monitor conditions that may affect the carrywtadue of our long-lived and intangible assets wleeents and circumstances indicate
that the carrying value of the assets may be iredakVe determine impairment based on the assétity b generate cash flow greater than
the carrying value of the asset, using an undiseabprobability-weighted analysis. If projected isedunted cash flows are less than the
carrying value of the asset, the asset is adjustéd fair value. We did not record any such innpesint charges in 2009, 2008 or 2007.
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Equity Investments

We evaluate the loss in value of our equity metinedstments each reporting period to determine hdrahe loss is other than
temporary. The primary factors that we considemialuating the impairment include the extent angetthe fair value of each investment has
been below cost, the financial condition and neamtprospects of the investment, and our intentadnility to hold the investment to
recovery. If a decline in fair value is judged othiean temporary, the basis of the investment igtewr down to fair value as a new cost basis,
and the amount of the write-down is included asadized loss.

Our investment in Amap4 resulted in an equity fs$62.2 million in 2009 compared with a loss o6%8million in 2008. Based upon
the increase in equity losses resulting from sipréosts and production delays, which continueal 2009, we determined that indicators of
impairment may exist relative to our investmenfimapa. Accordingly, we performed a quarterly assesg of the potential impairment of
our investment, most recently in the fourth quaofe2009, using a discounted cash flow model tewheine the fair value of our investmen
relation to its carrying value at each reportingqe Based upon the analyses performed, we haeendimed that our investment is not
impaired as of December 31, 2009. In assessingetiwverability of our investment in Amapa, sigréfit assumptions regarding the estimi
future cash flows and other factors to determimefdir value of the investment must be made, inolydmong other things, estimates related
to pricing, volume and resources. If these estimateheir related assumptions change in the fugara result of changes in strategy or me
conditions, we may be required to record impairnedrarges for our investment in the period suchrdetation is made. We will continue to
evaluate the results of our investment on a quarbesis while monitoring the potential impact air dusiness as a result of the recent
economic downturn in the industry.

Fair Value Measurements

Valuation Hierarchy

ASC 820 establishes a thrisrel valuation hierarchy for classification ofrfaalue measurements. The valuation hierarchyssdapo
the transparency of inputs to the valuation of ssetor liability as of the measurement date. mpefer broadly to the assumptions that
market participants would use in pricing an assdibility. Inputs may be observable or unobsetgabservable inputs are inputs that
reflect the assumptions market participants woslkl in pricing the asset or liability developed lohse market data obtained from
independent sources. Unobservable inputs are itpatseflect our own assumptions about the assomgptnarket participants would use in
pricing the asset or liability developed basedtenliest information available in the circumstan@é® three-tier hierarchy of inputs is
summarized below:

* Level 1- Valuation is based upon quoted prices (unadjustedylentical assets or liabilities in active matsk

» Level 2 — Valuation is based upon quoted pricesiimilar assets and liabilities in active marketsother inputs that are
observable for the asset or liability, either dilyor indirectly, for substantially the full terof the financial instrumen

» Level 3—Valuation is based upon other unobservable infatisare significant to the fair value measurem
The classification of assets and liabilities witttie valuation hierarchy is based upon the lowastllof input that is significant to the
fair value measurement in its entirety. Valuatioethhodologies used for assets and liabilities meakat fair value are as follows:
Cash Equivalents
Where quoted prices are available in an active atadash equivalents are classified within Levef the valuation hierarchy. Cash
equivalents classified in Level 1 at December 3DXand 2008 include money
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market funds. The valuation of these instrumentieiermined using a market approach and is base wpadjusted quoted prices for
identical assets in active markets. If quoted migpkiees are not available, then fair values atenaded by using pricing models, quoted
prices of securities with similar characteristimsdiscounted cash flows. In these instances, déhgation is based upon quoted prices for
similar assets and liabilities in active marketspther inputs that are observable for substagttht full term of the financial instrument, and
the related financial instrument is therefore dfass within Level 2 of the valuation hierarchy. ¥ed 2 securities include short-term
investments for which the value of each investnieatfunction of the purchase price, purchase ymhd maturity date.

Marketable Securities

Where quoted prices are available in an active etarkarketable securities are classified withindlelvof the valuation hierarchy.
Marketable securities classified in Level 1 at Deber 31, 2009 and 2008 include available-for-sateisties. The valuation of these
instruments is determined using a market approadhtisabased upon unadjusted quoted prices forimratssets in active markets.

Derivative Financial Instruments

Derivative financial instruments valued using fin@h models that use as their basis readily ob&tevaarket parameters are classified
within Level 2 of the valuation hierarchy. Suchidetive financial instruments include substantiallyof our foreign currency exchange
contracts and interest rate swap agreements. Digavancial instruments that are valued baseshupodels with significant unobservable
market parameters, and that are normally tradesddesvely, are classified within Level 3 of thduation hierarchy.

Non-Financial Assets and Liabilities

We adopted the provisions of ASC 820 effective dayd, 2009 with respect to our non-financial asseid liabilities. The initial
measurement provisions of ASC 820 have been apygiedr asset retirement obligations, guarantessgta and liabilities acquired through
business combinations, and certain other itemsaamdeflected as such in our consolidated findistédiements. Effective January 1, 2009
also adopted the fair value provision with respeaiur pension and other postretirement benefit psets. No transition adjustment was
necessary upon adoption.

Refer to NOTE 8 — FAIR VALUE OF FINANCIAL INSTRUMERNS and NOTE 12 — PENSIONS AND OTHER
POSTRETIREMENT BENEFITS for further information.

Pensions and Other Postretirement Benefits

We offer defined benefit pension plans, definedudbuation pension plans and other postretiremenelieplans, primarily consisting of
retiree healthcare benefits, to most employeesoittiNAmerica as part of a total compensation angkfis program. This includes employees
of PinnOak, who became employees of the Compamytitr the July 2007 acquisition. We do not have egg# retirement benefit
obligations at our Asia Pacific Iron Ore operations

We recognize the funded status of our postretir¢iinenefit obligations on our December 31, 2009 20@B Statements of Consolida
Financial Position based on the market value af plssets and the actuarial present value of cvemetnt obligations on that date. For each
plan, we determine if the plan assets exceed thefi@bligations or vice-versa. If the plan assetseed the retirement obligations, the
amount of the surplus is recorded as an asséie ifétirement obligations exceed the plan assetsarmount of the underfunded obligations
recorded as a liability. Yeand balance sheet adjustments to postretiremesiiseasd obligations are charged to other compréreeirecome
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The market value of plan assets is measured gereend balance sheet date. The PBO is deterrhameet upon an actuarial estimate
of the present value of pension benefits to be fmaalrrent employees and retirees. The APBO reptssan actuarial estimate of the present
value of OPEB benefits to be paid to current emgésyand retirees.

The actuarial estimates of the PBO and APBO retr@mmbligations incorporate various assumptionkiding the discount rates, the
rates of increases in compensation, healthcarerest rates, mortality, retirement timing and eoygle turnover. The discount rate is
determined based on the prevailing year-end ratesifh-grade corporate bonds with a duration matcthe expected cash flow timing of
the benefit payments from the various plans. Theaiging assumptions are based on our estimateglwEfevents incorporating historical
trends and future expectations. The amount of @@bgic cost that is recorded in the Consolidatede®nents of Operations consists of
several components including service cost, interest, expected return on plan assets, and anmtastizaf previously unrecognized amounts.
Service cost represents the value of the benefitsed in the current year by the participants.régiecost represents the cost associated with
the passage of time. In addition, the net periodst is affected by the anticipated income fromr#itarn on invested assets, as well as the
income or expense resulting from the recognitiopreliously deferred items. Certain items, suchlas amendments, gains and/or losses
resulting from differences between actual and assurasults for demographic and economic factoesctiffg the obligations and assets of the
plans, and changes in plan assumptions are subjdeferred recognition for income and expense gggp. The expected return on plan a
is determined utilizing the weighted average ofemtpd returns for plan asset investments in vaidsgst categories based on historical
performance, adjusted for current trends. See NOZE- PENSIONS AND OTHER POSTRETIREMENT BENEFITS farther
information.

Asset Retirement Obligations

Asset retirement obligations are recognized wheuarited and recorded as liabilities at fair valulee Tair value of the liability is
determined as the discounted value of the expdatack cash flow. The asset retirement obligat®adcreted over time through periodic
charges to earnings. In addition, the asset reéintrmost is capitalized as part of the asset's/wagvalue and amortized over the life of the
related asset. Reclamation costs are periodicdjlysged to reflect changes in the estimated prasdoe resulting from the passage of time
and revisions to the estimates of either the tiningmount of the reclamation costs. We reviewaomnnual basis, unless otherwise deemed
necessary, the asset retirement obligation at e@oh site in accordance with the provisions of ARID. We perform an in-depth evaluation
of the liability every three years in addition tutine annual assessments.

Future remediation costs for inactive mines areweat based on management’s best estimate at thaf eadh period of the costs
expected to be incurred at a site. Such cost etstfiaclude, where applicable, ongoing maintenamcemonitoring costs. Changes in
estimates at inactive mines are reflected in egmin the period an estimate is revised. See NOTE-IENVIRONMENTAL AND MINE
CLOSURE OBLIGATIONS for further information.

Environmental Remediation Costs

We have a formal policy for environmental protestand restoration. Our mining and exploration atitis are subject to various laws
and regulations governing protection of the envinent. We conduct our operations to protect theipdigalth and environment and believe
our operations are in compliance with applicablesland regulations in all material respects. Owirenmental liabilities, including
obligations for known environmental remediation @syres at active and closed mining operations #émef gites, have been recognized bi
on the estimated cost of investigation and remextiatt each site. If the cost can only be estimated range of possible amounts with no
specific amount being more likely, the minimum loé range is accrued. Future expenditures are scbuinted unless the amount and timing
of the cash disbursements can be
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reasonably estimated. It is possible that additienaironmental obligations could be incurred, éix¢ent of which cannot be assessed.
Potential insurance recoveries have not been teflén the determination of the liabilities. See NEO11 — ENVIRONMENTAL AND
MINE CLOSURE OBLIGATIONS for further information.

Revenue Recognition and Cost of Goods Sold and Opging Expenses
North American Iron Ore

Revenue is recognized on the sale of products wterno the product has transferred to the custdmaccordance with the specified
provisions of each term supply agreement and alliegble criteria for revenue recognition have beatisfied. Most of our North American
Iron Ore term supply agreements provide that &tld risk of loss transfer to the customer when s received. This is a practice utilized
to reduce our financial risk due to customer insnby but is not believed to be widely used througttiee industry.

We recognize revenue based on the gross amoued Ibilla customer as we earn revenue from the E#tle goods or services. Rever
from product sales also includes reimbursemenfréight charges paid on behalf of customerBrigight and Venture Partners’ Cost
Reimbursemenseparate from product revenue

Costs of goods sold and operating expenses repseaédirect and indirect costs and expenses egiple to the sales and revenues of
our mining operations. Operating expenses withig Ithe item primarily represent the portion of téning venture costs for which we do |
own; that is, the costs attributable to the shatb@mines production owned by the other joint venture pargnThe mining ventures functi
as captive cost companies; they supply product tmtiieir owners effectively on a cost basis. Adaagly, the noncontrolling interests’
revenue amounts are stated at cost of productidraenoffset in entirety by an equal amount inctlisecost of goods sold and operating
expenses resulting in no sales margin reflectesbicontrolling interest participants. As we argmssible for product fulfilment, we retain
the risks and rewards of a principal in the tratisacand accordingly record revenue under thessngaments on a gross basis.

The following table is a summary of reimbursemémntsur North American Iron Ore operations for tleags ended December 31, 2009,
2008 and 2007:

(In Millions)
Year Ended December 31,
2009 2008 2007
Reimbursements fo
Freight $22.4 $ 98.f $ 78.2
Venture partne’ cost 71.F 170.¢ 197.:
Total reimbursement $93.7 $269.: $275.¢

Under certain term supply agreements, we ship théygt to ports on the lower Great Lakes or todirtomer’s facilities prior to the
transfer of title. Our rationale for shipping irore products to certain customers and retainiteyuittil payment is received for these products
is to minimize credit risk exposure. In additioprtain supply agreements with one customer inchudeisions for supplemental revenue or
refunds based on the customer’s annual steel grfcinthe year the product is consumed in the eostts blast furnaces. We account for this
provision as a derivative instrument at the timsalé and record this provision at fair value uthtd year the product is consumed and the
amounts are settled as an adjustment to revenue.

Where we are joint venture participants in the owhip of a mine, our contracts entitle us to reeeyalties and/or management fees,
which we earn as the pellets are produced. Revismeeognized on the sale of services when thécgenare performed.
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North American Coal

We recognize revenue when title passes to the mestd-or domestic coal sales, this generally ocatnen coal is loaded into rail cars
at the mine. For export coal sales, this genemdburs when coal is loaded into the vessels detimeinal. Revenue from product sales in
2009, 2008 and 2007 included reimbursement foglfitetharges paid on behalf of customers of $32ltlomj $45.0 million and $2.3 million,
respectively. Amounts reported for 2007 are forfthe months ended December 31, 2007 since the3lyl007 date of acquisition.

Asia Pacific Iron Ore
Sales revenue is recognized at the F.O.B. poiritiwie generally when the product is loaded in®hssel.

Deferred Revenue

The terms of one of our North American Iron Ordgtedupply agreements require supplemental paynterits paid by the customer
during the period 2009 through 2013, with the aptio defer a portion of the 2009 monthly amoungxchange for interest payments until
deferred amount is repaid in 2013. Installment am®teceived under this arrangement in excessed sae classified d3eferred revenuen
the Statement of Consolidated Financial Positioonugceipt of payment. Revenue is recognized dwelife of the supply agreement upon
shipment of the pellets. As of December 31, 20@8tallment amounts received in excess of saleletb$23.2 million, which was recorded
Deferred revenuon the Statement of Consolidated Financial Position

In 2009 and 2008, certain customers purchased aiddqgr 0.9 million tons and 1.2 million tons ofliggs, respectively, in order to meet
minimum contractual purchase requirements for gaein under the terms of takejoay contracts. The inventory was stored at oulifigsi in
upper lakes stockpiles. At the request of the custs, the ore was not shipped. We considered whedtienue should be recognized on tt
sales under the “bill and hold” guidance providgdhe SEC Staff; however, based upon the assesgudbtmed, revenue recognition on
these transactions totaling $81.9 million and $8@ifion, respectively, was deferred on the Decen#ide 2009 and 2008 Statements of
Consolidated Financial Position. As of December28D9, all of the 1.2 million tons that were deéetriat the end of 2008 were delivered,
resulting in the related revenue being recognine2D09 upon shipment. Furthermore, the supply ageeéwith one of our customers
requires the customer to pay for any tons remainimdgr its 2009 nomination in addition to certawckpile payments by December 31, 2(
There were approximately 1.7 million unshipped tmmaining under the customer’s 2009 nomination@Bdnillion tons related to
December 2009 shipments, for which payment of $.#illion was due on December 31, 2009 per thegdeshithe contract. The customer
did not remit payment of this amount until Januér2010. As a result, such amounts are not reflecteur 2009 consolidated financial
statements.

Repairs and Maintenance

Repairs, maintenance and replacement of compoaenexpensed as incurred. The cost of major polaet pverhauls is capitalized
and depreciated over the estimated useful lifeckwis the period until the next scheduled overhgemerally five years. All other planned ¢
unplanned repairs and maintenance costs are expetsn incurred.

Share-Based Compensation

We adopted the fair value recognition provision&\8C 718 effective January 1, 2006 using the medifirospective transition methc
Under existing restricted stock plans awarded pdalanuary 1, 2006, we continue to recognize cosgt@n cost for awards to retiree-
eligible employees without substantive forfeituskover the nominal vesting period. This recogmitmethod differs from the requirements
for immediate recognition for awards granted withikr provisions after the January 1, 2006 adaptio
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The fair value of each grant is estimated on thie dagrant using a Monte Carlo simulation to fasarelative TSR performance.
Consistent with the guidelines of ASC 718, a catieh matrix of historic and projected stock prieess developed for both the Company
its predetermined peer group of mining and metafspanies. The fair value assumes that performanaks gvill be achieved. If such goals
are not met, no compensation cost is recognizegapdecognized compensation cost is reversed.

The expected term of the grant represents theftione the grant date to the end of the service pefido each of the three plan year
agreements. We estimated the volatility of our camrstock and that of the peer group of mining amedats companies using daily price
intervals for all companies. The risk-free intemgde is the rate at the grant date on zZmngpon government bonds, with a term commens!
with the remaining life of the performance plans.

Cash flows resulting from the tax benefits for teeductions in excess of the compensation expersdassified as financing cash
flows. Refer to NOTE 13 — STOCK COMPENSATION PLANS additional information.

Income Taxes

Income taxes are based on income for financialrteyppurposes calculated using tax rates by jigigzh and reflect a current tax
liability or asset for the estimated taxes payaileecoverable on the current year tax return aipgeted annual changes in deferred taxes.
Any interest or penalties on income tax are recogghas a component of income tax expense.

We account for income taxes under the asset abititifamethod, which requires the recognition ofeteed tax assets and liabilities for
the expected future tax consequences of eventtdivatbeen included in the financial statementslddthis method, deferred tax assets and
liabilities are determined based on the differeriimsveen the financial statements and tax basaiss¥ts and liabilities using enacted tax rates
in effect for the year in which the differences axpected to reverse. The effect of a change ina®s on deferred tax assets and liabilities is
recognized in income in the period that includeseghactment date.

We record net deferred tax assets to the exteitalieve these assets will more likely than notdsdized. In making such
determination, we consider all available positinel aegative evidence, including scheduled reverdadeferred tax liabilities, projected
future taxable income, tax planning strategiesragdnt financial results of operations. In the ¢vemwere to determine that we would be
able to realize our deferred income tax assetsdriuture in excess of their net recorded amouatywuld make an adjustment to the
valuation allowance which would reduce the providior income taxes.

Accounting for uncertainty in income taxes recogdiin the financial statements requires that d&mefit from an uncertain tax
position be recognized when it is more likely thme that the position will be sustained upon exatiém, including resolutions of any related
appeals or litigation processes, based on techmiedts. See NOTE 14 — INCOME TAXES for furtheronfation.

Earnings Per Share

We present both basic and diluted EPS amountsc Bd#&$ are calculated by dividing income attribugabl Cliffs common shareholde
by the weighted average number of common sharasamating during the period presented. Diluted EReRSalculated by dividing net incot
attributable to Cliffs shareholders by the weighawdrage number of common shares, common shareadentis and convertible preferred
stock outstanding during the period, utilizing treasury share method for employee stock plans.i@mmshare equivalents are excluded
from EPS computations in the periods in which thaye an anti-dilutive effect. See NOTE 17 — EARNIBIBER SHARE for further
information.
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Foreign Currency Translation

The financial statements of international subsidgare translated into U.S. dollars using the amrgk rate at each balance sheet da
assets and liabilities and a weighted average exgeheate for each period for revenues, expensess gad losses. Where the local curren
the functional currency, translation adjustmenésracorded adccumulated other comprehensive lo8ghere the U.S. dollar is the functiol
currency, translation adjustments are recordebarStatements of Consolidated Operations. Incorestare generally not provided for
foreign currency translation adjustments.

Recent Accounting Pronouncements

Effective July 1, 2009, we adopted th&SB Accounting Standards CodificatiBh (“Codification”). The Codification is the souroé
authoritative U.S. GAAP recognized by the FASB ¢oapplied by nongovernmental entities. The cortéttie Codification carries the same
level of authority, thereby modifying the previcdB&AP hierarchy to include only two levels of GAARuathoritative and nonauthoritative.
The Codification is effective for financial statemissued for interim and annual periods enditgy &eptember 15, 2009. Adoption of the
Codification did not result in a change in curractounting practice.

Effective January 1, 2009, we adopted the amenderBASB ASC 815 regarding disclosures about déxig instruments and
hedging activities, which revised and expandediteelosure requirements to provide users of fir@rstatements with an enhanced
understanding of how and why an entity uses devieanstruments, how derivative instruments andtezl hedged items are accounted for
under U.S. GAAP, and how derivative instruments @tated hedged items affect an entity’s finanp@sition, financial performance and
cash flows. The new requirements apply to derigsitistruments and non-derivative instruments tratlasignated and qualify as hedging
instruments and related hedged items accounteahfier FASB ASC 815 and are effective for fiscalrgeand interim periods beginning after
November 15, 2008. Refer to NOTE— DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES forfurther information.

We previously adopted, effective January 1, 2008 amended provisions of FASB ASC 810 related teaptrolling interests in
consolidated financial statements, which estabfisiezounting and reporting standards for the nanethng interest in a subsidiary and for
the deconsolidation of a subsidiary. The amendrmlanifies that a noncontrolling interest in a sulisiy is an ownership interest in the
consolidated entity that should be reported astgquihe consolidated financial statements. Thermaed provisions are effective for fiscal
years and interim periods within those fiscal yebeginning on or after December 15, 2008 and baes applied prospectively as
January 1, 2009, except for the presentation asuadiure requirements, which have been appliedspectively for all periods presented.

As of the adoption date, our noncontrolling intésesge primarily comprised of majority-owned suligs within our North American
Iron Ore business segment. The mining venturegifumas captive cost companies, as they supplyymtsdnly to their owners effectively
a cost basis. Accordingly, the noncontrolling ietds’ revenue amounts are stated at cost of prioduand are offset entirely by an equal
amount included in cost of goods sold and operagenses, resulting in no sales margin reflectagbncontrolling interest participants. As
a result, the adoption of the amendments to FASB 880 did not have a material impact on our codstdid results of operations with
respect to these subsidiaries.

We adopted the revised provisions of FASB ASC &dated to business combinations effective Janua?9Q9. The amended guidance
establishes principles and requirements for hovattgiirer in a business combination recognizesagakures in its financial statements the
identifiable assets acquired, the liabilities assdrand any noncontrolling interest in the acquatethe acquisition date fair value. Informat
is required to be disclosed to enable users ofitla@cial statements to evaluate the nature arahiiral effects of the business combination.
The amendment applies prospectively to businesbizations for which the acquisition date is on fieathe beginning of the first annual
reporting period beginning on or after December2l®)8. The adoption of this amendment did not leaxeaterial impact on our consolidated
financial statements.
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In April 2009, the FASB issued an update to ASC 80&mend and clarify the initial recognition andasurement, subsequent
measurement and accounting, and related discloaussg from contingencies in a business combamatunder the new guidance, assets
acquired and liabilities assumed in a business awattibn that arise from contingencies should begezed at fair value on the acquisition
date if fair value can be determined during thesnezment period. If fair value can not be deterajrm@mpanies should typically account
the acquired contingencies using existing guidamhe.guidance is effective for business combinatiehose acquisition date is on or after
the beginning of the first annual reporting pet@djinning on or after December 15, 2008. We adahiedevised provisions of FASB ASC
805 effective January 1, 2009. The adoption of éiniendment did not have a material impact on onsa@alated financial statements.

Effective January 1, 2009, we adopted the updatedgions of FASB ASC 808 related to accountingdolaborative arrangements.
The guidance defines collaborative arrangementsatablishes reporting requirements for transastimiween participants in a collabora
arrangement and between participants in the armaageand third parties. The updated guidance ectbe for fiscal years beginning after
December 15, 2008 and interim periods within tHgsml years. The adoption of this amendment dichave a material impact on our
consolidated financial statements.

Effective January 1, 2009, we adopted the updatedigions of FASB ASC 260 related to the determorabf whether instruments
granted in share-based payment transactions aieipating securities. This guidance was issuedrder to address whether instruments
granted in share-based payment transactions asideved participating securities prior to vestimgl,aherefore, need to be included in the
earnings allocation in computing earnings per shader the two-class method. The updated guidane#active for fiscal years beginning
after December 15, 2008 and for interim period$iwisuch years. The adoption of this amendmenhdicave a material impact on our
consolidated financial statements.

In November 2008, the FASB updated ASC 323 to amddeertain matters associated with the accountingduity method investments
including initial recognition and measurement anbdsequent measurement considerations. The guidiadicates, among other things, that
transaction costs for an investment should be dedun the cost of the equity method investmend, sirares subsequently issued by the
equity method investee that reduce the investarisesship percentage should be accounted for ag ifivestor had sold a proportionate
share of its investment, with gains or losses m@bthrough earnings. The amendments are effectiva,prospective basis, for fiscal years
beginning after December 15, 2008 and interim pksrieithin those fiscal years. The implementatiothig guidance did not have a material
impact on our consolidated results of operatior$nancial condition.

In April 2009, the FASB updated ASC 820 to provatilitional guidance for estimating fair value wiiea volume and level of activity
for an asset or liability have significantly decsed, including guidance on identifying circumstantteat indicate a transaction is not orderly.
The updated guidance emphasizes that the objeaftizdair value measurement remains the same étleere has been a significant decrease
in the volume and level of activity for the assetiability and amends certain reporting requiretsdor interim and annual periods related to
disclosure of major security types and the inpat$\aluation techniques used in determining faln@aThe amendment is effective for
interim and annual reporting periods ending aftereJ15, 2009, with early adoption permitted forigas ending after March 15, 2009. We
adopted and applied the updated provisions of FASB 820 prospectively upon the effective date baigigp with the interim period ending
June 30, 2009. The adoption of this amendment alidhave a material impact on our consolidated firerstatements. Refer to NOTE 8 —
FAIR VALUE OF FINANCIAL INSTRUMENTS for further inbrmation.

In August 2009, the FASB issued ASU No. 2009-05chtamends ASC 820-10-35 to provide further guidamceerning the
measurement of a liability at fair value when thisra lack of observable market information, pattcly in relation to a liability whose
transfer is contractually restricted. The amendnpeovtides additional guidance on the use of an@pjate valuation technique that reflects
the quoted price of an
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identical or similar liability when traded as arseisand clarifies the circumstances under whicbstijents to such price may be required in
estimating the fair value of the liability. The daince provided in this update is effective forfirg reporting period beginning after issuance,
with early application permitted. The amendment a@spted for the annual reporting period ended Bxee 31, 2009; however, it did not
have a material impact on our consolidated findrat&ements.

In April 2009, the FASB issued ASU No. 2009-02 whigdated ASC 320 to amend the existing other-tbarporary impairment
guidance for debt securities to make the guidanmeroperational and to improve the presentationdsselosure of other-than-temporary
impairments on debt and equity securities in tharftial statements. The new guidance does not améstihg recognition and measurement
guidance related to other-than-temporary impairsiehequity securities. The amendment shifts tlioegdrom an entity’s intent to hold a
debt security until recovery to its intent to sld changes the amount of an other-than-tempargsgirment loss recognized in earnings
when the impairment is recorded because of a desiit It also expands disclosure requirementse@f® the types of securities held, the
reasons that a portion of an other-than-temporapairment of a debt security was not recognizeshimings, and the methodology and
significant inputs used to calculate the portionhaf total other-than-temporary impairment that vea®gnized in earnings. The updated
guidance is effective for interim and annual rejpgrperiods ending after June 15, 2009, with eadgption permitted for periods ending a
March 15, 2009. We adopted this amendment beginmitigthe interim period ending June 30, 2009. R&eNOTE 4 — MARKETABLE
SECURITIES for further information.

In April 2009, the FASB issued an update to ASC,8@hich requires disclosures about fair value wéficial instruments for interim
reporting periods of publicly traded companies a#l as in annual financial statements, includirgngicant assumptions used to estimate the
fair value of financial instruments and changemgthods and significant assumptions, if any, dutirggperiod. The new guidance is effec
for interim reporting periods ending after June 2809, with early adoption permitted for periodslieg after March 15, 2009. We adopted
this amendment upon its effective date beginnirt tie interim period ending June 30, 2009.

In May 2009, the FASB issued ASC 855 related tessgbent eventswhich establishes general standards of accountingrfd
disclosure of events that occur after the balaheetsdate but before financial statements aredssuare available to be issued. Although
there is new terminology, the guidance is basethersame principles as those that currently exiité auditing standards. The standard,
which includes a new required disclosure of the dlatough which an entity has evaluated subsegastits, is effective for interim or anni
periods ending after June 15, 2009. We adoptegringsions of ASC 855 beginning with the interinripd ending June 30, 2009. Refer to
NOTE 21— SUBSEQUENT EVENTS for further information.

In June 2009, the FASB amended the guidance osfé@nof financial assets in order to address jpedsues highlighted most
recently by events related to the economic downfline amendments include: (1) eliminating the dyialy special-purpose entity concept,
(2) a new unit of account definition that must betfior transfers of portions of financial assetbéceligible for sale accounting,

(3) clarifications and changes to the derecognitigteria for a transfer to be accounted for aala,f4) a change to the amount of recognized
gain or loss on a transfer of financial assets attEm for as a sale when beneficial interestseeived by the transferor, and (5) extensive
new disclosures. The new guidance will be effecii@euary 1, 2010 for calendar year-end companiesd®hot expect the adoption of this
amendment to have a material impact on our cores@lébfinancial statements.

In June 2009, the FASB amended the consolidaticthagae for variable-interest entities. The amendmers issued in response to
perceived shortcomings in the consolidation mokiad were highlighted by recent market events, uliolg concerns about the ability to
structure transactions under the current guidamesdid consolidation, balanced with the need forerrelevant, timely, and reliable
information about an enterprise’s involvement waaiable-interest entity. The amendments includigtife elimination of the exemption for
qualifying special purpose entities, (2) a new apph for determining who should consolidate a \égia
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interest entity, and (3) changes to when it is Bgagy to reassess who should consolidate a vaidii@ielest entity. The new guidance will be
effective January 1, 2010 for calendar year-endpamies. We do not expect the adoption of this amemd to have a material impact on our
consolidated financial statements.

In December 2008, the FASB issued an update to AEregarding employers’ disclosures about postratnt benefit plan assets.
The amended guidance requires disclosure of additioformation about investment allocation, faatues of major categories of assets, the
development of fair value measurements, and coratétis of risk. The amendment is effective focdisyears ending after December 15,
2009; however, earlier application is permitted. 8depted the amendment upon its effective datéhamd reported the required disclosures
for our fiscal year ending December 31, 2009. Refé&MOTE 12 — PENSIONS AND OTHER POSTRETIREMENT BENTS for further
information.

On September 30, 2009 the FASB issued ASU 2009 p2avide guidance on measuring the fair valueeofain alternative
investments. The ASU amends ASC 820 to offer irrest practical expedient for measuring the fain@®f investments in certain entities
that calculate net asset value per share (NAV).A®H is effective for the first reporting perioddéng after December 15, 2009; however,
early adoption is permitted. We adopted this ameasrdrfor the annual reporting period ended DecerBibeR009 in relation to the valuation
of our postretirement benefit plan assets; howetherdisclosure requirements of this amendmentad@pply to employers’ postretirement
benefit plan assets for which disclosures are redudy other GAAP.

In January 2010, the FASB issued ASU 2@8)which amends the guidance on fair value toresd requirements for disclosures ahb
transfers into and out of Levels 1 and 2 and sepaliaclosures about purchases, sales, issuamzksetilements relating to Level 3
measurements. It also clarifies existing fair valiselosures about the level of disaggregationabalit inputs and valuation techniques used
to measure fair value. The ASU also amends guidanamployers’ disclosures about postretiremenéfiigplan assets to require that
disclosures be provided by classes of assets thsfday major categories of assets. The new guielieffective for the first reporting period
beginning after December 15, 2009, except for dggirement to provide the Level 3 activity of puasks, sales, issuances, and settlemel
a gross basis, which will be effective for fiscabys beginning after December 15, 2010, and ferimtperiods within those fiscal years. We
will adopt this amendment upon its effective datd will report the required disclosures beginnirithwhe interim period ended March 31,
2010.

NOTE 2 — SEGMENT REPORTING

Our company’s operations are organized and managsatding to product category and geographic lonatlorth American Iron Ore,
North American Coal, Asia Pacific Iron Ore, Asiaciia Coal and Latin American Iron Ore. The NortimArican Iron Ore segment
comprised of our interests in six North Americames that provide iron ore to the integrated stedistry. The North American Coal
segment is comprised of our two North American ngkdoal mining complexes that provide metallurgwadl primarily to the integrated
steel industry. The Asia Pacific Iron Ore segmerbcated in Western Australia and provides irantorsteel producers in China and Japan.
There are no intersegment revenues.

The Asia Pacific Coal operating segment is comgrifeour 45 percent economic interest in Sononegtkd in Queensland, Australia.
The Latin American Iron Ore operating segment impnsed of our 30 percent Amapa interest in Brawilich is in the early stages of
production. The Asia Pacific Coal and Latin Amernideon Ore operating segments do not meet rep@tsdgment disclosure requirements
and therefore are not separately reported.

We evaluate segment performance based on salesndgfined as revenues less cost of goods soldparhting expenses identifiable
to each segment. This measure of operating perforenis an effective measurement as we focus orcirgiproduction costs throughout the
Company.
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The following table presents a summary of our regiide segments for the years ended December 39, 2008 and 2007, including a
reconciliation of segment sales margin to incorsenfcontinuing operations before income taxes awnityetpss from ventures:

(In Millions)
2009 2008 2007
Revenues from product sales and servi
North American Iron Or $1,447.¢ 62%  $2,369.¢ 66% $1,745. 77%
North American Coa 207.2 9% 346.: 10% 85.2 4%
Asia Pacific Iron Ore 542.] 23% 769.¢ 21% 444 ¢ 19%
Other 144 .¢ 6% 123.¢ 3% — 0%

Total revenues from product sales and servicesefuortable segmer $2,342.( 10(%  $3,609.. 10(% $2,275.. 10(%
Sales margin

North American Iron Or: $ 275t $ 804.c $ 397.¢
North American Coa (71.€ (46.9 (31.9)
Asia Pacific Iron Ore 87.2 348.€ 95.¢
Other 18.1 53.2 —
Sales margil 308.¢ 1,159.° 462.(
Other operating expen: (78.7) (220.9) (80.9)
Other income (expens 60.4 (222.6) 0.9
Income from continuing operations before incomesaand equity loss fro
ventures $ 290.¢ $ 716.C $ 380.7
Depreciation, depletion and amortizatis
North American Iron Ori $ 74: $ 66.C $ 40.7
North American Coa 38.2 51.t 17.€
Asia Pacific Iron Ore 110.€ 73.7 48.¢€
Other 13.5 9.6 —
Total depreciation, depletion and amortizai $ 236.¢ $ 201.1 $ 107.2
Capital additions (1)
North American Iron Ori $ 42.¢ $ 53 $ 644
North American Coa 20.¢ 96.¢€ 11.1
Asia Pacific Iron Ore 96.2 67.¢ 39.5
Other 8.€ 14.¢ 120.:
Total capital addition $ 168.2 $ 232.¢ $ 235.]
Assets (2)
North American Iron Or $1,478.¢ $1,4009.¢
North American Cos 765.( 773.7
Asia Pacific Iron Ore 1,388.: 1,210.¢
Other 300.( 308.(
Total segment asse 3,932.: 3,702.«
Corporate 707.2 408.7
Total asset $4,639.: $4,111.:

(1) Includes capital lease additior

(2) We have corrected the classification of cer@amporate assets that were previously includetiwitlorth American Iron Ore assets in
2008.
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Included in the consolidated financial statemengstlae following amounts relating to geographicaliens:

(In Millions)
2009 2008 2007
Revenue (1
United State: $1,049. $1,617.( $1,271.:
China 711.F 774.2 419.¢
Canad: 236.¢ 573.€ 382.(
Japar 157. 263.4 135.7
Other countrie: 187.( 380.¢ 66.5
Total revenu $2,342.( $3,609.: $2,275..
Long-lived asset:
Australia $ 906. $ 763t
United State: 1,686.: 1,692.¢
Total lon¢-lived asset: $2,592.¢ $2,456.:

(1) Revenue is attributed to countries based ofoitetion of the customer and includes bBtbduct sales and serviceBhe 2007 amounts
previously includeRoyalties and management fiof $14.5 million.

Concentrations in Revenue

We have two customers which individually accoumtrfmre than 10 percent of our consolidated prodaxgtnue in 2009. Total revenue
from these customers represents approximatelyt#ili@, $1.6 billion, and $1.1 billion of our tdtaonsolidated product revenue in 2009,
2008 and 2007, respectively, and is attributabl@utoNorth American Iron Ore and North American Owoasiness segments.

The following table represents the percentage otatal revenue contributed by each category oflpets and services in 2009, 2008
and 2007:

200¢ 200¢ 2007
Revenue Categol
Iron ore 81% 7% 84%
Coal 14 12 4
Freight and venture partn’ cost reimbursemen _5 9 12
Total revenue 10C% 10C% 10C%
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NOTE 3 — DERIVATIVE INSTRUMENTS AND HEDGING ACTIVIT IES

The following table presents the fair value of darivative instruments and the classification affean the Statements of Consolidated
Financial Position as of December 31, 2009 and 2008

(In Millions)
Derivative Assets Derivative Liabilities
December 31, 2009 December 31, 200 December 31, 2009 December 31, 200
Balance Sheet  Fair Balance Sheet  Fair Balance Sheet Fair Balance Sheet Fair
Derivative Instrument Location Value Location Value Location Value Location Value
Derivatives designated as hedging instruments uA8&
815:
Interest Rate Swap $ — $ — Derivative liabilites $ — Derivative liabilites $ 2.6
(current) (current)
Total derivatives designated as hedging instrumendter
ASC 815 $ — SN — $ — $ 26
Derivatives not designated as hedging instrumemdeu
ASC 815:
Foreign Exchange Contracts Derivative asset $ 4.2 Derivative asset $ 0.2 Derivative liabilites $ — Derivative liabilites $ 77.%
(current) (current) (current) (current)
Deposits and — Deposits and 0.€ Derivative liabilities — Derivative liabilities 34.2
miscellaneou: miscellaneou: (long-term) (long-term)
Customer Supply Agreements Derivative asset 47.% Derivative asset 76.€ —
(current) (current)
Deposits and 15.¢ Deposits and — — —
miscellaneou: miscellaneou:
Benchmark Pricing Provision — — Derivative liabilities — Derivative liabilities 7.7
(current) (current)
United Taconite Purchase Provision — — Derivative liabilities — Derivative liabilities 106.5
(current) (current)
Total derivatives not designated as hedging insénts)
under ASC 81! $ 674 $ 77t $ — $ 226.(
Total derivatives $ 674 $ 77t $ — $ 228.¢

Derivatives Designated as Hedging Instruments
Cash Flow Hedges

Effective October 19, 2007, we entered into a $b@on fixed interest rate swap to convert a pamtof our floating rate debt to fixed
rate debt. Interest on borrowings under our crieditity is based on a floating rate, dependergarn on the LIBOR rate, exposing us to the
effects of interest rate changes. The objectivih@hedge was to eliminate the variability of clistvs in interest payments for forecasted
floating rate debt, attributable to changes in hemark LIBOR interest rates. With the swap agreemeatpaid a fixed three-month LIBOR
rate for $100 million of our floating rate borrowie. The changes in the cash flows of the inteegstswap were expected to offset the
changes in the cash flows attributable to fluctuatiin benchmark LIBOR interest rates for forechditgating rate debt. The interest rate s
terminated in October 2009 and qualified as a @ashhedge. Based on the current interest raterenment and the mix of fixed and varia
interest rates that apply to our outstanding debthave no plans at this time to replace the isteste swap.

To support hedge accounting, we designated flodtiFigked interest rate swaps as cash flow hed@#seovariability of future cash
flows at the inception of the swap contract. THewalue of our outstanding hedges was recordezhassset or liability on the consolidated
statement of financial position. Ineffectivenesswaeasured
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quarterly based on the “hypothetical derivatimeéthod. Accordingly, the calculation of ineffectiess involved a comparison of the fair vi
of the interest rate swap and the fair value ojothetical swap, which has terms that are idehticthe hedged item. The effective portion
of the cash flow hedge was recordeither comprehensive incomand any ineffectiveness was recognized immegiatéhcome. The
amount charged tBther comprehensive incorfr 2009, 2008 and 2007 was $1.6 million, $(1.2)iom and $(0.9) million, respectively.
Derivative liabilitiesof $2.6 million were recorded on the StatementSafisolidated Financial Position as of Decembe2808. There was
no ineffectiveness recorded for the interest rai@psduring 2009, 2008 or 2007.

The following summarizes the effect of our derivas designated as hedging instrument®trer comprehensive incoraad the
Statements of Consolidated Operations for the yeaded December 31, 2009, 2008 and 2007:

(In Millions)
Amount of Location of Amount of Location of Amount of
Gain/(Loss) Gain/(Loss) Gain/(Loss) Gain/(Loss) Gain/(Loss)
Recognized in Reclassified from Reclassified from Recognized in Recognized in
OCl on Accumulated Accumulated Income on Income on
Derivatives in Cash Flow Derivative OCl into Income OCl into Income Derivative Derivative
Hedging Relationships (Effective Portion) (Effective Portion) (Effective Portion) (Ineffective Portion) (Ineffective Portion)
Year ended Year ended Year ended
December 31, December 31, December 31,
200¢ 2008 2007 2009 2008 2007 2009 2008 2007
Interest Rate Swap $10 $(0.8 $(0.9 Interest $0.7 $— $— Non-Operating $— $— ) —
Income/(Expense Income/(Expense
Foreign Exchange Contrac(prior to de-designation; — 321 34.4  Product Revenu 15.1 35.E 16.1 Miscellaneous- net — (8.9 (17.9
Total $1.0 $31.: $33.E $14.4 $35.5 $16.1 $— $(386 $@17.0

Derivatives Not Designated as Hedging Instruments
Foreign Exchange Contrac

We are subject to changes in foreign currency exghaates as a result of our operations in Austr&dreign exchange risk arises from
our exposure to fluctuations in foreign currencgheange rates because our reporting currency igited States dollar. Our Asia Pacific
operations receive funds in United States currdoictheir iron ore and coal sales. We use forwaichange contracts, call options, collar
options and convertible collar options to hedgefougign currency exposure for a portion of ouesalkeceipts. United States currency is
converted to Australian dollars at the currencyhaxge rate in effect at the time of the transacfidre primary objective for the use of these
instruments is to reduce exposure to changes itrédlis and United States currency exchange ratés@protect against undue adverse
movement in these exchange rates. Effective JUlpQA8, we discontinued hedge accounting for theswatives, but continue to hold these
instruments as economic hedges to manage curreshcy r

During 2009, we sold approximately $270 milliontioé outstanding contracts and recognized a netzeedlboss of $3.3 million in
Product revenueon the Statements of Consolidated Operations oyé&ar ended December 31, 2009 based upon theediffe between the
contract rates and the spot rates on the dateaeattact was sold. At December 31, 2009, we hastantiing exchange rate contracts with a
notional amount of $108.5 million in the form ofllagptions, collar options, and convertible coltgotions with varying maturity dates rangi
from January 2010 to October 2010. This comparés euitstanding exchange rate contracts with a natiamount of $869.0 as of
December 31, 2008.

As a result of discontinuing hedge accounting,itiseruments are prospectively marked to fair vadaeh reporting period through
Changes in fair value of foreign currency contractston the Statements of Consolidated Operations.Heoye¢ar ended December 31, 2009,
the mark-to-market adjustments resulted in a
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net unrealized gain of $85.7 million, respectivdigsed on the Australian to U.S. dollar spot ra@& @0 at December 31, 2009. For the year
ended December 31, 2008, the mark-to-market adgriBesulted in a net unrealized loss of $188lomj based on the Australian to U.S.
dollar spot rate of 0.69 at December 31, 2008.arheunts that were previously recorded as a compaiéther comprehensive incoraee
reclassified to earnings and a corresponding m@igain or loss is recognized upon settlementefatated contracts. For the year ended
December 31, 2009, we reclassified gains of $15lliomfrom Accumulated other comprehensive lodated to contracts that settled during
the year, and recorded the amountPreluct revenuesn the Statements of Consolidated Operations. 08 2§ains of $25.0 million were
reclassified to earnings since the July 1, 2008 datle-designation. For the years ended Decenth&0®8 and 2007, ineffectiveness
resulted in a loss of $8.6 million and $17.0 milljsespectively, which was recordedMiscellaneous — nen the Statements of
Consolidated Operations. As of December 31, 2008raximately $3.9 million of gains remainsAtcumulated other comprehensive loss
related to the effective cash flow hedge contrpadts to de-designation. Of this amount, we estar&8.6 million will be reclassified to
Product revenuein the next 12 months upon settlement of the rdlatmtracts.

Customer Supply Agreements

Most of our North American Iron Ore long-term suppbreements are comprised of a base price withammice adjustment factors,
some of which are subject to annual price collarsrder to limit the percentage increase or deerégaprices for our iron ore pellets during
any given year. The price adjustment factors vaiged on the agreement but typically include adjastmbased upon changes in internati
pellet prices, changes in specified Producers Pnidiees including those for all commaodities, intitisd commodities, energy and steel. The
adjustments generally operate in the same maniitbreach factor typically comprising a portion bétprice adjustment, although the
weighting of each factor varies based upon theipéerms of each agreement. The price adjustrfastors have been evaluated to deter!
if they contain embedded derivatives. The priceistijient factors share the same economic charditteasd risks as the host contract and
are integral to the host contract as inflation atients; accordingly, they have not been separatdlyed as derivative instruments.

Certain supply agreements with one North Ameriecan Dre customer provide for supplemental revenuefands based on the
customer’s average annual steel pricing at the tiragoroduct is consumed in the customer’s blasiafte. The supplemental pricing is
characterized as an embedded derivative and isreelio be accounted for separately from the bas&act price. The embedded derivative
instrument, which is finalized based on a futuriegyris marked to fair value as a revenue adjustm&ch reporting period until the pellets are
consumed and the amounts are settled. We recogb2zd million, $225.5 million and $98.3 million Bsoduct revenuesn the Statements
of Consolidated Operations for the years ended ibee 31, 2009, 2008 and 2007, respectively, relatede supplemental payments.
Derivative assets, representing the fair valudefgricing factors, were $63.2 million and $76.@liom, respectively, on the December 31,
2009 and 2008 Statements of Consolidated FinaRaisition.

Benchmark Pricing Provisio

Certain supply agreements primarily with our Aséific Iron Ore customers provide for revenue dumes based on the ultimate
settlement of annual international benchmark pgciFhe pricing provisions are characterized assfegaling derivatives and are required to
be accounted for separately once iron ore is sdipplee derivative instrument, which is settled ailkd once the annual international
benchmark price is settled, is marked to fair valsi@ revenue adjustment each reporting periodihgsen the estimated forward settlement
until the benchmark is actually settled. We recegdiapproximately $26.4 million as a reductiofPtoduct revenuesn the Statement of
Consolidated Operations for the year ended DeceBthe2009 under these pricing provisions, compaigl Product revenuesf $160.6
million for the year ended December 31, 2008. The
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derivative instrument was settled in the fourthrtpraof 2009 upon settlement of the pricing prauis with each of our customers, and is
therefore not reflected on the Statement of Codatéid Financial Position at December 31, 2009.

In 2008, the derivative instrument was settledmythe second quarter of 2008 upon settlementmiarbenchmark prices. However,
in the fourth quarter of 2008, we negotiated add#i sales with certain of our Asia Pacific Irore@ustomers who had previously fulfilled
their purchase commitments under 2008 contractsemdred additional tonnage. In response to tla@mic downturn and its impact on the
global steel industry, we agreed that the provigigmicing for these shipments would be at a distéa 2008 benchmark prices to reflect the
decline in steel demand and prices, with finalipgdeing based upon 2009 benchmark prices ongenhbee settled. The discount pricing
provisions were characterized as freestanding atvies and were required to be accounted for seglgm@nce the iron ore is shipped. The
derivative instrument, which was settled and bitbede the 2009 international benchmark price sktilas marked to fair value as a revenue
adjustment each reporting period based upon thireasd forward settlement until the benchmark dbjtisettled. We recognized a reduction
of approximately $7.7 million ifProduct revenuesn the Statement of Consolidated Operations foyéae ended December 31, 2008, related
to the shipment of approximately 0.4 million tonnesler these pricing provisions. As of December28D8, the 2009 international
benchmark prices had not yet settled. Thereforehaeerecorded approximately $7.7 million as curativative liabilitieson the Statement
of Consolidated Financial Position at December2BD8. The derivative instrument was settled inftheth quarter of 2009 upon settlement
of the pricing provisions with each of our customemnd is therefore not reflected on the Statemie@bnsolidated Financial Position at
December 31, 2009.

United Taconite Purchase Provision

The purchase agreement for the acquisition ofeéhgaiming 30 percent interest in United Taconit2d08 contained a penalty provision
in the event the 1.2 million tons of pellets inaddas part of the purchase consideration wereelsteded by December 31, 2009. The per
provision, which was not a fixed amount or a fiedount per unit, was a net settlement featureignatrangement, and therefore required
obligation to be accounted for as a derivativerumsent, which was based on the future Eastern Gamgellet price. The instrument was
marked to fair value each reporting period un#él gellets were delivered and the amounts wereedefl derivative liability of $106.5
million, representing the fair value of the pellgiat had not yet been delivered, was recordediasrdDerivative liabilitieson the Statement
of Consolidated Financial Position as of Decemlder2®08. As of December 31, 2009 the entire 1.Hanitons of pellets have been
delivered, thereby resulting in settlement of theidtive liability.

The following summarizes the effect of our derivas that are not designated as hedging instrumamthie Statements of Consolidated
Operations for the years ended December 31, 2@IR and 2007:

(In Millions)
Location of Gain/(Loss) Amount of Gain/(Loss)
Derivative Not Designated as Hedging Recognized in Income on Recognized in Income on
Instruments Derivative Derivative
Year ended December 31,
2009 2008 2007
Foreign Exchange Contrac Product Revenue $ 54 $ 32.€ $ 23.C
Foreign Exchange Contrac Other Income (Expens 85.7 (188.9) —
Foreign Exchange Contrac Miscellaneous- net — (8.6) (17.0
Customer Supply Agreemer Product Revenue 22.2 225t 98.2
Benchmark Pricing Provisic Product Revenue (28.2) (7.7) —
United Taconite Purchase Provisi Product Revenue 106.t 74.¢ —
Total $191.¢ $128.¢ $104.:
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In the normal course of business, we enter intewdiod contracts designated as normal purchasethdgurchase of commodities,
primarily natural gas and diesel fuel, which aredus our North American Iron Ore operations. Scehtracts are in quantities expected tc
delivered and used in the production process amdatrintended for resale or speculative purposes.

NOTE 4 — MARKETABLE SECURITIES

At December 31, 2009 and 2008, we had $99.3 milioth $30.2 million, respectively, of marketablewséies as follows:

(In Millions)

December 31,
2009 2008
Held to maturity— current $11.2 $ 4.8
Held to maturity— nor-current 7.1 14.2
18.: 19.C
Available for sale— nor-current 81.C 11.2
Total $99.2 $30.2

Marketable securities classified as held-to-matwaie measured and stated at amortized cost. Thetiaed cost, gross unrealized gains
and losses and fair value of investment seculfitidg-to-maturity at December 31, 2009 and 200&amemarized as follows:

December 31, 2009 (In Millions)

Amortized Gross Unrealized
Fair
Cost Gains Losses Value
Asset backed securiti $ 27 $ — $ (1.2 $ 15
Floating rate note 15.€ — (0.2 15.4
Total $ 18. $— $ (1.9 $16.€

December 31, 2008 (In Million:

Amortized Gross Unrealize Fair
Cost Gains Losses Value
Asset backed securiti $ 21 $— $ (0.6 $ 1kt
Floating rate note 16.€ — (1.2) 15.¢
Total $ 19. $ — $ (1.7 $17.2
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Investment securities held-to-maturity at Decen8ier2009 and 2008 have contractual maturities lmafs:

(In Millions)
December 31,
2009 2008
Asset backed securitie
Within 1 year $— $—
1to 5 year: 2.7 2.1
$ 27 $ 21
Floating rate notes
Within 1 year $11.2 $ 4.8
1to 5 year: 4.4 12.1
$15.€ $16.€

The following table shows our gross unrealizeddssand fair value of securities classified as hefdhaturity, aggregated by investm:
category and length of time that individual sedesithave been in a continuous unrealized lossiponsat December 31, 2009 and 2008:

Less than 12 months (In Millions)

December 31, 2009 December 31, 200
Unrealized Unrealizet
Fair Fair
Losses Value Losses Value
Asset backed securiti $ — $— $ — $—
Floating rate note — — (0.7) 1.7
$ — $— $ (0.3) $1.7
12 months or longer (In Millions)
December 31, 2009 December 31, 200
Unrealized Unrealizet
Fair Fair
Losses Value Losses Value
Asset backed securiti $ (1.2 $ 1.t $ (0.6 $ 15
Floating rate note (0.2) 13.2 (1.0 14.1
$ (1.9 $14.7 $ (1.6 $15.€

We believe that the unrealized losses on the leehddturity portfolio at December 31, 2009 are terappand are related to market
interest rate fluctuations and not to deterioratiothe creditworthiness of the issuers. We expececover the entire amortized cost basis of
the held-to-maturity debt securities, and we intentold these investments until maturity.
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Marketable securities classified as available-Ble-@re stated at fair value, with unrealized hh@djains and losses includedQther

comprehensive incomé& he cost, gross unrealized gains and lossesaindaiue of securities classified as availabledale at December 31,
2009 and 2008 are summarized as follows:

(In Millions)
December 31, 2009
Gross Unrealized Fair
Cost Gains Losses Value
Equity securities
(without contractual maturity $35.6 $ 461 $ (0.7 $81.C
(In Millions)
December 31, 200
Gross Unrealize: Fair
Cost Gains Losses Value
Equity securities
(without contractual maturity $12.0 $ — $ (0.8 $11.2

Freewest

During 2009, we acquired 29 million shares of Fresiwa Canadiabhased mineral exploration company focused on aicqgyiexploring
and developing high-quality chromite, gold and bamtal properties in Eastern Canada. The investimerunsistent with our mineral
diversification strategy. Our ownership in Freewegiresented approximately 12.4 percent of itstanténg shares at December 31, 2009
did not exercise significant influence over Freevessof the reporting date, and the investmentaissified as an available-for-sale security.
Accordingly, we record unrealized mark-to-markedmpes in the fair value of the investment throQgher comprehensive incoreach
reporting period, unless the loss is deemed talber than temporaryOn November 23, 2009, we entered into a defindirangement to
acquire the remaining interest in Freewest. Thestation closed on January 27, 2010. Refer to NOFEACQUISITIONS AND OTHER
INVESTMENTS for further information.

Pluton Resources

In October 2009, Asia Pacific Iron Ore completeel $hle of its 50 percent interest in the Irvinansl iron ore project to its joint venture
partner, Pluton Resources. The consideration redaiensisted of a cash payment of approximateipn#ion and the issuance of
19.4 million shares in Pluton Resources, all ofalhiesulted in recognition of a gain on sale amiogrtb $12.1 million. Our interest in Plut
Resources is approximately 12.5 percent at DeceBihe2009. We do not exercise significant influenger Pluton as of the reporting date,
and the investment is classified as an availableséte security. Accordingly, we record unrealireark-to-market changes in the fair value
the investment througBther comprehensive incoreach reporting period, unless the loss is deembd tiher than temporary

PolyMet

We own 9.2 million shares of PolyMet common staelpresenting 6.7 percent of issued shares as kb oésioe sale of certain land,
crushing and concentrating and other ancillarylitees located at our Cliffs Erie site (formerly aed by LTVSMC) to PolyMet. We have the
right to participate in up to 6.7 percent of anfufe financing, and PolyMet has the first righttmuire or place our shares should we choose
to sell. We classify the shares as available-fte-aad record unrealized mark-to-market changéisarair value of the shares througkher
comprehensive inconeach reporting period, unless the loss is deembd tither than temporary.
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Golden West

During 2008, we acquired 24.3 million shares ofdgol West, a Western Australia iron ore exploratiompany. Golden West owns the
Wiluna West exploration ore project in Western Aald, containing a resource of 126 million metaaos of ore. The investment provides
Asia Pacific Iron Ore a strategic interest in Goldgest and Wiluna West. Our ownership in Golden Wegresents approximately 17 perc
of its outstanding shares at December 31, 200286068. Acquisition of the shares represented annaiignvestment of approximately $22
million. We do not exercise significant influenegd at December 31, 2009 and 2008, the investraetassified as an available-for-sale
security. Accordingly, we record unrealized marksarket changes in the fair value of the investntiertughOther comprehensive income
each reporting period, unless the loss is deemébd tther than temporary.

NOTE 5 — ACQUISITIONS AND OTHER INVESTMENTS
Acquisitions

We allocate the cost of acquisitions to the asseqgsired and liabilities assumed based on théimastd fair values. Any excess of cost
over the fair value of the net assets acquireddended as goodwill. There were no new acquisitibasclosed in 2009; however, as
discussed in further detail below, we finalized pluechase price allocation for two prior year asgigns during the current year and
announced two new acquisitions that closed in 2010.

United Taconite

Effective July 1, 2008, we acquired the remainiGg8rcent interest in United Taconite. Upon consation of the purchase, our
ownership interest increased from 70 percent tod6ent. The acquisition of the remaining nonadllitig interest was completed in orde!
strengthen our core North American Iron Ore busines

The aggregate acquisition price for the remainimigrest in United Taconite was approximately $4%50illon, which included cash in
the amount of $104.4 million, approximately $165liom of our common shares, and approximately 1illon tons of iron ore pellets, valu
at $181.3 million, to be provided throughout 2008 2009. The value of the iron ore pellets wasrdateed based on estimated iron unit
content of 65 percent at the 2008 Eastern Canaudiiet price of approximately $2.33 per iron umtduly 10, 2008.

The Statements of Consolidated Financial Posittoafddecember 31, 2009 and 2008 reflect the adgqnsdf the remaining interest in
United Taconite, effective July 1, 2008, underplechase method of accounting. The transactiontitotesl a step acquisition of a
noncontrolling interest. As of the date of the sdepuisition of the noncontrolling interest, thertistorical cost basis of the noncontrolling
interest balance was eliminated, and the increas@@rship obtained was accounted for by increalSimited Taconite’s basis from historical
cost to fair value for the portion of the assepua@d and liabilities assumed based on the 3Cepe¢rdditional ownership acquired.
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We finalized the purchase price allocation in teeotd quarter of 2009 as follows:

(In Millions)

Carrying value of net assets acqui $ 25:%
Fair value adjustment
ASSETS

Land 7.€

Plant and equipmel 90.¢

Mineral reserve 480.¢

Intangible asset 75.2
LIABILITIES

Below market sales contrac (229.0
Fair value of net assets acquil $ 450.5
Purchase pric $ 450.5

There were no significant changes to the purchese pllocation from the initial allocation perfoeah in 2008.

Portman Share Repurchase and Buy

In 2008, we acquired the remaining noncontrollinigiest in Asia Pacific Iron Ore (formerly knownRartman Limited) through a
series of step acquisitions. In the second quaft2008, our ownership interest increased from @xent to 85.2 percent as a result of a
share repurchase in which we did not participatehé fourth quarter of 2008, we completed a seabep acquisition to acquire the remair
noncontrolling interest in Asia Pacific Iron OreeWave accounted for the acquisition of the norrotlintg interest under the purchase
method. We finalized the purchase price allocaitioR009 for both the share repurchase and the hupotomparison of the initial allocation
and final purchase price allocation is as follows:

(In Millions)
Finalized Initial
Allocation Allocation Change
Carrying value of net assets acqui $ 85.€ $ 85.€ $ —
Fair value adjustment
Inventory 79.€ 59.1 20.t
Plant and equipmel 17.c 18.€ (1.3
Mineral reserve 173.2 238.2 (65.0
Intangible asset 42.1 40.1 2.C
Deferred taxe 27.€ 58.3 (30.7)
Fair value of net assets acquil 425.¢ 499.¢ (74.9
Goodwill 68.2 — 68.3
Purchase pric $ 493.7 $ 499.¢ $ (6.9

The adjustment to the purchase price reflects amatgdirect acquisition costs resulting from atfients to the stamp duty assessment.
Changes to the fair value adjustments for acquaadible and intangible assets resulted from thalifiation of certain assumptions used in
the valuation models utilized to determine their f@alues. Changes to the fair value adjustmentsnioeral reserves resulted primarily from
the finalization of pricing assumptions and do reftect changes in the quality of the related ardyb Changes to the fair value adjustments
for deferred taxes resulted from the finalizatidroor step-up in tax base of Asia Pacific Iron Gre’
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net assets triggered by our ownership of 100 péfaihe entity. Goodwill reflects the residual welof the purchase price, less the fair value
of the net assets acquired, based on exchangenatfect at the time of the share repurchasepbugnd final allocation.

Pending Transactions
Wabush

On October 9, 2009, Consolidated Thompson Iron ®litd. (“Consolidated Thompson”) announced an agesg with Wabusls othel
joint venture partners to acquire their ownershipriests for approximately $88 million, subjectéstain working capital adjustments. Un
the terms of the Wabush partnership agreementadealhight of first refusal to acquire each of Us&el Canada’s and ArcelorMittal
Dofascos interest. By exercising our right of first refsse were entitled to receive the same terms amdlitions contained in the agreerr
with Consolidated Thompson and thus increase omeoship stake in Wabush to 100 percent. On Octbbe?009, we exercised our right of
first refusal to acquire U.S. Steel Canada’s 4@ @nt interest and ArcelorMittal Dofasco’s 28.68geat interest in Wabush. With Wabush'’s
5.5 million tons of rated capacity, acquisitiontleé remaining interest will increase our North Aroan Iron Ore rated equity production
capacity by approximately 4.0 million tons. Ownepstnansfer to Cliffs was completed on Februar2@10. Refer to NOTE 21 —
SUBSEQUENT EVENTS for further information. We arethe process of conducting a valuation of thetassmuired and liabilities
assumed related to the acquisition, most notableritory, mineral rights, and property, plant agdipment. Accordingly, the initial
accounting for the transaction, including allocataf the purchase price has not yet been completed.

Freewes!

During 2009, we acquired 29 million shares, or J#&dcent, of Freewest, a Canadian-based miner#&rtipn company focused on
acquiring, exploring and developing high-qualityarite, gold and base-metal properties in Eastamma@a. On November 23, 2009, we
entered into a definitive arrangement to acquieerémaining interest in Freewest, including itefests in the Ring of Fire properties, which
comprise three premier chromite deposits. The attipn is consistent with our strategy to broadanmineral diversification and will allow
us to apply our expertise in open-pit mining andenal processing to a chromite ore resource bagghwiould form the foundation of North
America’s only ferrochrome production operationeTianned mine is expected to produce 1 to 2 miliamnes of high-grade chromite ore
annually, which will be further processed into 4000 thousand tonnes of ferrochrome.

On January 25, 2010, we obtained shareholder appt@acquire all of the outstanding shares of Wes for C$1.00 per share, court
approval was received on January 26, 2010, anttaheaction closed on January 27, 2010. We issig@D0 of our common shares for each
Freewest share, a total of 4.2 million common shaepresenting total purchase consideration afceqapately $174 million. We are in the
process of conducting a valuation of the assetsigmtjand liabilities assumed related to the adtjoins most notably, inventory, mineral
rights, and property, plant and equipment. Accagljinthe initial accounting for the transactionclinding allocation of the purchase price has
not yet been completed. Refer to NOTE 21 — SUBSERUEVENTS for additional information.
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NOTE 6 — FINANCIAL INFORMATION OF EQUITY AFFILIATES

For the year ended December 31, 2009, our investiméxmapa qualifies as a significant equity metlimeestment as defined under
Regulation S-X. Summarized financial information Aamapéa and our other equity method investmentsf &ecember 31, 2009 and 2008
and for the years ended December 31, 2009, 2002@0dis as follows:

Amapa (1)
(In Millions) (In Millions)
December 31 Year Ended December 31,
Balance Sheet Informatic 200¢ 200¢ Income Statement Informatis 2009 2008 2007
Current asset $124.t $ 75.€ Revenue: $123.( $ 52z $ 1.2
Non-current asset 616.¢ 565.5 Sales margil (46.¢) (46.0 (26.6)
Current liabilities (632.9) (276.]) Loss from continuing (195.9 (111.0 (34.9

operations before
extraordinary items and
cumulative effect of a change
accounting
Non-current liabilities (4.9 (289.9 Net loss (195.9 (111.0 (34.9

(1) The financial information of Amapa is recordate month in arrears and is presented in accordaitice).S. GAAP. The information
presented in the table represents 100% of Ar's results

Other Equity Method Investments (2)

(In Millions) (In Millions)

December 31 Year Ended December 31, (3)
Balance Sheet Informatic 200¢ 200€ Income Statement Informatic 2009 2008 2007
Current assel $ 133.C $175.€ Revenue: $450.7  $810.2 $714.¢
Non-current assel 1,006.: 944.7  Sales margil (0.7 43.C 41.¢
Current liabilities (230.0 (125.9) Income (Loss) from (15.0 35.2 41.1

continuing operations before
extraordinary items and cumulative
effect of a change in accounti
Non-current liabilities (275.9) (285.5) Netincome (loss (15.0 35.2 41.1

(2) Other equity method investments include Wabt#bbing, Cockatoo, AusQuest (acquired in Noven@#38) and KWG (acquired in
April 2009). The financial information of each eginethod investment is presented in accordande Wis. GAAP. The information
presented in the table represents 100% of the tie®!’ results on an aggregated ba

(3) Wabush and Hibbing function as a captive costanies, as they supply products only to theireraeffectively on a cost basis.
Accordingly, revenue amounts are stated at coptaduction and are offset entirely by an equal amcluded in cost of goods sold,
resulting in no sales margin. Refer to NOTE 1 — BUESS SUMMARY AND SIGNIFICANT ACCOUNTING POLICIESdr
additional information
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NOTE 7 — GOODWILL AND OTHER INTANGIBLE ASSETS AND L IABILITIES

Goodwill
The following table summarizes changes in the a@agrgmount of goodwill allocated by reporting uditring 2009 and 2008:

(In Millions)
December 31, 2009 December 31, 20(
North American Asia Pacific
North American
Iron Ore Iron Ore Total Iron Ore

Beginning Balanc— January ! $ 2.C $ — $ 2.C $ 2.C

Arising in business combinatiol — 68.2 68.2 —

Impact of foreign currency translatis — 4.3 4.3 —
Ending Balanc— December 3: $ 2.C $  T2.¢ $74.€ $ 2.C

We had goodwill of $2.0 million as of December 2@08 related to our North American Iron Ore segmehich was previously
reported as a non-current asset witDgposits and miscellaneoos the Statements of Consolidated Financial PositBoodwill increased in
2009 based on finalization of the purchase priecation related to the Asia Pacific Iron Ore shaurchase and buyout. The balance of
$74.6 million and $2.0 million at December 31, 2@0@l 2008, respectively, is presente@asdwill on the Statements of Consolidated
Financial Position. Refer to NOTE 5 — ACQUISITIOMSID OTHER INVESTMENTS for additional information.

Goodwill is not subject to amortization and is égstor impairment annually or when events or cirstances indicate that impairment
may have occurred.
Other Intangible Assets and Liabilities

Following is a summary of intangible assets anilitees at December 31, 2009 and 2008:

(In Millions)
December 31, 2009 December 31, 200
Gross Accumulated Net Gross Accumulate: Net
Carrying Carrying Carrying Carrying
Classificatior Amount Amortization Amount Amount Amortizatior Amount
Definite lived intangible asset
Permits Intangible asset $ 120 $ (82 $ 11271 $ 109 $ (1.8 $ 107:&
Leases Intangible asset 3.1 (2.8) 0.3 3.1 (2.0) 2.1
Unpatented technoloc Intangible asset 4.C (1.6) 2.4 — — —
Total intangible asse $ 127« $ (126 $ 1148 ¢ 112/ $ (2.8) $ 109.¢
Below-market sales contrac Current liabilites $ (30.3  $ — $(30.3 $((303 % — $ (30.3
Below-market sales contracts Long-
term liabilities (198.7 45.4 (153.3 (198.7 15.1 (183.6
Total belov-market sales contrac $(229.0 $ 454  $(183.6  $(229.0 $ 151 $(213.9
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The intangible assets are subject to periodic dmadiin on a straight-line basis over their estedatseful lives as follows:

Intangible Asset Useful Life (years'
Permits 15- 28
Leases 1.5-4.5
Unpatented technoloc 5

Amortization expense relating to intangible assets $9.8 million and $2.8 million, respectivelyr the years ended December 31,
2009 and 2008, and is recognizediost of goods sold and operating expergethe Statements of Consolidated Operations. $timated
amortization expense relating to intangible as&eteach of the five succeeding fiscal years ifodews:

(In Millions)
Amount

Year Ending December
2010 $ 6.€
2011 6.€
2012 6.€
2013 5.7
2014 5.7
Total $ 312

The below-market sales contracts are classifieall@bility and recognized over the terms of thdentying contracts, which range from
3.5 to 8.5 years. For the years ended Decembe08B, and 2008, we recognized $30.3 million and Bifllion, respectively, irProduct
revenueselated to the below-market sales contracts. Thewing amounts will be recognized in earningsdach of the five succeeding
fiscal years:

(In Millions)
Amount

Year Ending December
2010 $ 30.:
2011 30.5
2012 27.C
2013 27.C
2014 23.C
Total $ 137
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NOTE 8 — FAIR VALUE OF FINANCIAL INSTRUMENTS
The following represents the assets and liabilibiethe Company measured at fair value at Decerdbe?009 and 2008:

(In Millions)
December 31, 2009

Quoted Prices in

Active Significant Other Significant
Markets for Identical Unobservable
Observable
Assets/Liabilities Inputs Inputs
Description (Level 1) (Level 2) (Level 3) Total
Assets:
Cash equivalent $ 376.( $ — $ — $376.(
Derivative asset — — 63.2 63.2
Marketable securitie 81.C — — 81.C
Foreign exchange contrac — 4.2 — 4.2
Total $ 457 .( $ 4.2 $ 63.2 $524.¢
We had no financial instruments measured at fdirevthat were in a liability position at Decembér 2009.
(In Millions)
December 31, 2008
Quoted Prices in Active Significant Other Significant
Unobservable
Markets for Identical Observable
Assets/Liabilities Inputs Inputs
Description (Level 1) (Level 2) (Level 3) Total
Assets:
Cash equivalent $ 40.4 $ — $ — $ 40.4
Derivative asset — — 76.€ 76.€
Marketable securitie 10.€ 0.3 — 11.2
Foreign exchange contrac — 0.9 — 0.8
Total $ 51.2 $ 1. $ 76.€ $129.1
Liabilities:
Interest rate swa $ — $ 2.6 $ — $ 2.¢
Foreign exchange contrac — 111.¢ — 111.¢
Derivative liabilities — — 114.2 114.
Total $ = $ 114.¢ $ 114.: $228.¢

Financial assets classified in Level 1 at Decen3ie2009 and 2008 include money market funds aadadble-for-sale marketable
securities. The valuation of these instrumentstemnined using a market approach, taking into @acourrent interest rates,
creditworthiness, and liquidity risks in relatiandurrent market conditions, and is based uponjustat! quoted prices for identical assets in
active markets.

The valuation of financial assets and liabiliti¢esssified in Level 2 is determined using a markgiraach based upon quoted prices for
similar assets and liabilities in active marketspther inputs that are observable for substaptthl full term of the financial instrument.
Level 2 securities primarily include derivativedincial instruments valued using financial modets tise as their basis readily observable
market parameters. At December 31, 2009 and 20@8, derivative financial instruments include sub8#dly all of our foreign exchange
hedge contracts. As of December 31, 2008, suckatare instruments also included our interest satap agreement, which terminated in
October 2009. The fair value of the interest ratesand foreign exchange
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hedge contracts is based on a forward LIBOR cumgefarward market prices, respectively, and reprissthe estimated amount we would
receive or pay to terminate these agreements aefiweting date, taking into account current irgerates, creditworthiness, nonperformance
risk, and liquidity risks associated with currerdnket conditions.

The derivative financial asset classified withinsee3 is an embedded derivative instrument includeckrtain supply agreements with
one of our customers. The agreements include pomggor supplemental revenue or refunds baseti®@eustomer’s annual steel pricing at
the time the product is consumed in the custoni@ast furnaces. We account for this provision dervative instrument at the time of sale
and record this provision at fair value, based mmaome approach when the product is consumedhendmounts are settled, as an
adjustment to revenue. The fair value of the imagnt is determined using an income approach base estimate of the annual realized
price of hot rolled steel at the steelmaker’s fae#, and takes into consideration current mackeiditions and nonperformance risk.

The derivative liabilities classified within Lev@lat December 31, 2008 were comprised of two instnts. One of the instruments was
a derivative included in the purchase agreementioacquisition of the remaining 30 percent irgene United Taconite in 2008. The
agreement contained a penalty provision in the tethen1.2 million tons of pellets included as pErthe purchase consideration were not
delivered by December 31, 2009. The penalty promisivhich was not a fixed amount or a fixed amaenrtunit, was a net settlement feature
in this arrangement, and therefore required theyatibn to be accounted for as a derivative insemtnwhich was based on the future Eastern
Canadian pellet price. The instrument was markdditosalue each reporting period until the pelletre delivered and the amounts were
settled. A derivative liability of $106.5 milliomepresenting the fair value of the pellets that haidyet been delivered, was recorded as ct
Derivative liabilitieson the Statement of Consolidated Financial Posa®nf December 31, 2008. As of December 31, 200@ntire
1.2 million tons of pellets have been delivere@réy resulting in settlement of the derivativéiligy.

The Level 3 derivative liabilities at December 3008 also consisted of freestanding derivativestedlto certain supply agreements
primarily with our Asia Pacific customers that pided for discounts on December 2008 shipments bas¢lde ultimate settlement of the
2009 international benchmark pricing provisionse Tiscount provisions were characterized as fredstg derivatives and were required to
be accounted for separately once the iron ore higpad. The derivative instrument, which was sdtlad billed once the annual
international benchmark price was settled, was etht& fair value as a revenue adjustment eachtieggreriod based upon the estimated
forward settlement until the benchmark was actusaiyled. The fair value of the instrument was heileed based on the forward price
expectation of the 2009 annual international berarkrprice and took into account current market @@t and other risks, including
nonperformance risk. As of December 31, 2008, 0@92nternational benchmark prices had not yelesketTherefore, we had recorded
approximately $7.7 million as currebgerivative liabilitieson the Statement of Consolidated Financial Posatobecember 31, 2008. The
derivative instrument was settled in the fourthrtpraof 2009 upon settlement of the pricing prauis with each of our customers, and is
therefore not reflected on the Statement of Codatdid Financial Position at December 31, 2009.

Substantially all of the financial assets and liibs are carried at fair value or contracted antsuhat approximate fair value. We had
no financial assets and liabilities measured atv@ue on a non-recurring basis at December 309 2Bd 2008.
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The following represents a reconciliation of theuwges in fair value of financial instruments meeaduat fair value on a recurring basis
using significant unobservable inputs (Level 3)tfee years ended December 31, 2009 and 2008.

(In Millions)
Derivative Assets Derivative Liabilities
Year Ended Year Ended
December 31, December 31,
2009 2008 2009 2008
Beginning balanc—January 1 $ 76.€ $ 53.t $(114.2) $ —
Total gains (losses
Included in earning 22.2 386.( 78.3 50.¢€
Included in other comprehensive inco — — — —
Settlement: (35.6€) (363.2) 35.€ 24.2
Transfers in to Level — — (189.0
Ending balanc—December 3: $ 63.2 $ 76.€ $ — $(114.9)
Total gains (losses) for the period included imewsgs attributable to tt
change in unrealized gains or losses on assetsadildies still held
at the reporting dat $22.2 $225.L $ — $ 50.€

Gains and losses included in earnings are reportedoduct revenuen the Statements of Consolidated Operations foyédars ended
December 31, 2009 and 2008.

The carrying amount and fair value of our long-teeoeivables and long-term debt at December 319 20d 2008 were as follows:

(In Millions)
December 31, 2009 December 31, 200
Carrying Carrying
Fair Fair
Value Value Value Value
Long-term receivables
Customer supplemental payme $ 211 $ 17.5 $ — $ —
ArcelorMittal USA—Ispat receivabl 38.2 45.7 43.2 46.1
Asia Pacific rail credit receivab — — 0.2 0.2
Total lon¢-term receivables (1 $ 59.7 $ 63.2 $ 43.4 $ 46.8
Long-term debt
Senior note: $325.( $332.¢ $325.( $277.¢
Term loan 200.( 200.( 200.( 200.(
Customer borrowing 4.€ 4.6 5.4 5.2
Total lon¢-term debt $529.¢ $537.5 $530.4 $483.1

(1) Includes current portiot

The terms of one of our North American Iron Ordgtedupply agreements require supplemental paynterits paid by the customer
during the period 2009 through 2013, with the aptio defer a portion of the 2009 monthly amountaf22.3 million in exchange for
interest payments until the deferred amount isiceipa2013. Interest is payable by the customertgulg beginning in September 2009 at the
higher of 9 percent or the prime rate plus 350dpsints. As of December 31, 2009, we have a rabvof $21.4 million recorded lrong-
term receivablesn the Statement of Consolidated Financial Positdfiecting the terms of this deferred
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payment arrangement. The fair value of the recéé&vab$17.5 million at December 31, 2009 is base@aliscount rate of 6.2 percent, which
represents the estimated credit-adjusted riskifregest rate for the period the receivable is taniding.

In 2002, we entered into an agreement with Ispatrgstructured the ownership of the Empire mirginoreased our ownership from
46.7 percent to 79 percent in exchange for thenagan of all mine liabilities. Under the termstbe agreement, we indemnified Ispat from
obligations of Empire in exchange for certain fetpayments to Empire and to us by Ispat of $120amjlrecorded at a present value of
$38.3 million and $43.2 million at December 31, 2@GMd 2008, respectively. The fair value of thesieable of $45.7 million and $46.1
million at December 31, 2009 and 2008, respectjslipased on a discount rate of 5.0 percent, wid@phesents the estimated credit-adjusted
risk-free interest rate for the period the recelgad outstanding.

The fair value of longerm debt was determined using quoted market pacesscounted cash flows based upon current bangvates
The term loan and revolving loan are variable natierest and approximate fair value. See NOTE 9 EBID AND CREDIT FACILITIES for
further information.
NOTE 9 — DEBT AND CREDIT FACILITIES

The following represents a summary of our long-telebt as of December 31, 2009 and 2008:

($ in Millions)
December 31, 2009
Average Total Total
Annual Final Borrowing Principal
Debt Instrumen Type Interest Rat Maturity Capacity Qutstandini
Private Placement Senior Not:
Series 2008/— Tranche A Fixed 6.31% 201 $ 270.C $ (270.0
Series 2008/— Tranche E Fixed 6.55% 201t 55.C (55.0
Credit Facility:
Term loan Variable 1.42%(1) 2012 200.( (200.0
Revolving loar Variable — %(1) 201z 600.( — (2)
Total $1,125.( $ (5625.0)
December 31, 200
Average Total Total
Annual Final Borrowing Principal
Debt Instrumen Type Interest Rat Maturity Capacity QOutstandini
Private Placement Senior Not:
Series 2008/— Tranche A Fixed 6.31% 201 $ 270.C $ (270.0
Series 2008/— Tranche E Fixed 6.55% 201t 55.C (55.0
Credit Facility:
Term loan Variable 5.02%(1) 2012 200.( (200.0)
Revolving loar Variable — %(1) 201z 600.( — (2)
Total $1,125.( $ (625.0

(1) After the effect of interest rate hedging, #verage annual borrowing rate for outstanding ramgland term loans was 1.43% and
5.10% as of December 31, 2009 and 2008, respegct

(2) As of December 31, 2009 and 2008, no revolldaags were drawn under the credit facility; howewee principal amount of letter of
credit obligations totaled $31.4 million and $2inBlion, respectively, reducing available borrowicgpacity to $568.6 million and
$578.5 million, respectively
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Private Placement Senior Not

On June 25, 2008, we entered into a $325 milliavape placement consisting of $270 million of 68rcent Five-Year Senior Notes
due June 15, 2013, and $55 million of 6.59 per&aven-Year Senior Notes due June 15, 2015. Intisrpaid on the notes for both tranches
on June 15 and December 15 until their respectiaeinties. The notes are unsecured obligations imtdrest and principal amounts
guaranteed by certain of our domestic subsidiafies.notes and guarantees were not required tedistered under the Securities Act of
1933, as amended, and were placed with qualifis@tiional investors. We used the proceeds toyrspaior unsecured indebtedness and for
general corporate purposes.

The terms of the private placement senior notesagocustomary covenants that require compliandke @értain financial covenants
based on: (1) debt to earnings ratio (Total Furidekt to Consolidated EBITDA, as those terms arddfin the agreement, for the
preceding four quarters cannot exceed 3.25 tord i@ last day of any fiscal quarter) and (2) ies¢icoverage ratio (Consolidated EBITD/
Interest Expense, as those terms are defined iagie=ment, for the preceding four quarters musbadess than 2.5 to 1.0 on the last day of
any fiscal quarter). As of December 31, 2009 ar@B2@e were in compliance with the financial couelsan the note purchase agreement.

Credit Facility

On August 17, 2007, we entered into a five-yeareaneed credit facility with a syndicate of 13 fircéad institutions. The facility
provides $800 million in borrowing capacity, congarl of $200 million in term loans and $600 milliarrevolving loans, swing loans and
letters of credit. Effective October 29, 2009, weesded the terms of our $800 million credit fagilifhe amendment resulted in, among ¢
things, an increase in the sub-limit for letterexdit from $50 million to $150 million, the adidit of multi-currency letters of credit, and
more liberally defined financial covenants and delstrictions. An increase of 50 basis points toghnual LIBOR margin resulted from this
amendment.

Loans are drawn with a choice of interest ratesraatlrities, subject to the terms of the agreenfemtsuant to the amendment
described above, interest rates are either (I)gerrom LIBOR plus 0.95 percent to LIBOR plus Bgrcent based on debt and earnings
levels, or (2) the highest of the Federal Fund& Rats 0.50 percent, the prime rate plus a ran@etof0.625 percent, or the one-month
LIBOR rate plus 1.0 percent based on debt and mgsrevels.

The credit facility has two financial covenantsdxsn: (1) debt to earnings ratio (Total FundedtDeliConsolidated EBITDA, as those
terms are defined in the agreement, for the pregefdur quarters cannot exceed 3.25 to 1.0 onatstedlay of any fiscal quarter) and
(2) interest coverage ratio (Consolidated EBITDArterest Expense, as those terms are defineagiagheement, for the preceding four
guarters must not be less than 2.5 to 1.0 on #iel&y of any fiscal quarter). Prior to the OctoP@r 2009 credit facility amendment the
interest coverage ratio was calculated based oisdlidated EBIT to Interest Expense for the precgdiaur quarters and could not be less
than 3.0 to 1.0 on the last day of any fiscal qraithe amendment provides more liberally definedrfcial covenants. As of December 31,
2009 and 2008, we were in compliance with the fo@rcovenants in the credit agreement.

Short-term Facilities

On February 9, 2009, Asia Pacific Iron Ore amerited$40 million ($35.7 million) multi-option fadily to include an additional A$80
million ($71.4 million) cash facility, which expideon August 31, 2009. The remaining A$40 millionltiroption facility provides credit for
contingent instruments, such as performance bambkexpires on February 28, 2010. The outstandang bommitments on the multi-option
facility totaled A$20.4 million ($18.2 million) and$27.2 million ($18.8 million) in performance basdeducing borrowing capacity to
A$19.6 million ($17.5 million) and A$12.8 millior$8.8 million) at December 31, 2009 and 2008,
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respectively. The facility agreement contains fitiahcovenants as follows: (1) debt to earning®rand (2) interest coverage ratio. As of
December 31, 2009 and 2008, we were in compliaritette financial covenants of the credit faciltgreement. We have provided a
guarantee of the facility, along with certain of dwstralian subsidiaries.

Latin America

At December 31, 2009 and 2008, Amapa had totakptalebt outstanding of approximately $530 millaord $493 million, respectivel
for which we have provided a several guaranteeusr86 percent share. Our estimate of the aggrdgmtealue of the outstanding guarantee
is $6.7 million as of December 31, 2009 and 20Q&8ctvis reflected irDther Liabilitieson the Statements of Consolidated Financial Positio
The fair value was estimated using a discountel ffa& model based upon the spread between guadated non-guaranteed debt over the
period the debt is expected to be outstanding. €nlser 1, 2009, $20.9 million of shddgrm debt was repaid. An additional $180.5 milladi
short-term debt was due and repaid on Februar2aiq.

Amapa is currently in violation of certain operagtiand financial loan covenants contained in the dgbeements. However, Amapa and
its lenders have agreed to waive these covenamtisgh May 31, 2010 related to the remaining deldtanding. If Amapa is unable to either
renegotiate the terms of the debt agreements airohtrther extension of the compliance waiverslation of the operating and financial Ic
covenants may result in the lenders calling the,dkbreby requiring us to recognize and repayshare of the debt in accordance with the
provisions of the guarantee arrangement.

Debt Maturities

Maturities of debt instruments based on the prialcgmounts outstanding at December 31, 2009, $&tahillion in 2010, $0 million in
2011, $200 million in 2012, $270 million in 2013) &illion in 2014 and $55 million thereafter.

Refer to NOTE 8 — FAIR VALUE OF FINANCIAL INSTRUMERNS for further information.

NOTE 10 — LEASE OBLIGATIONS

We lease certain mining, production and other ageipt under operating and capital leases. The |leasdsr varying lengths, generally
at market interest rates and contain purchase aretiewal options at the end of the terms. Our atpeg lease expense was $25.5 million,
$20.8 million and $14.7 million in 2009, 2008 araDZ, respectively. Capital lease assets were $16illidn and $73.9 million at
December 31, 2009 and 2008, respectively. Correipgraccumulated amortization of capital leasekigted in respective allowances for
depreciation were $41.5 million and $18.3 millidrDeecember 31, 2009 and 2008, respectively.

In January 2009, Asia Pacific Iron Ore entered mBale-leaseback arrangement. Under the arrangewerold 420 rail cars and
leased them back for a period of 10 years. Theelgak has been accounted for as a capital leaseedveded assets and liabilities under the
capital lease of $42.7 million, reflecting the laved the present value of the minimum lease paymenthe fair value of the asset. No
material gain or loss was realized as a resuh®ttansaction.
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Future minimum payments under capital leases anecancellable operating leases at December 31, 2@08s follows:

(In Millions)
Operating
Capital
Leases Leases
2010 $ 24.: $ 224
2011 23.¢ 18.€
2012 23.4 145
2013 22.1 15.4
2014 21.€ 11.C
2015 and thereafts 68.C 12.2
Total minimum lease paymer 183.2 $ 94.c
Amounts representing intere 49.7
Present value of net minimum lease paym $133.5(1)

(1) The total is comprised of $14.2 million and $BLmillion classified a®©ther current liabilitiesandOther liabilities, respectively, on tt
Statements of Consolidated Financial Position ateDeer 31, 200¢

Total minimum capital lease payments of $183.2iatilinclude $16.3 million and $166.9 million, fonoNorth American Iron Ore
segment and Asia Pacific Iron Ore segment, respdgtiTotal minimum operating lease payments of.33dillion include $84.4 million for
our North American Iron Ore segment, $6.1 million éur Asia Pacific Iron Ore segment, and $3.8iamilfor our North American Coal
segment.

NOTE 11 — ENVIRONMENTAL AND MINE CLOSURE OBLIGATION S

We had environmental and mine closure liabilitie$132.3 million and $117.1 million at December 2009 and 2008, respectively.
Payments in 2009 were $1.6 million compared witl2$8illion in 2008. The following is a summary bfetobligations at December 31, 2009
and 2008:

(In Millions)
December 31,
2009 2008
Environmenta $ 14.5 $ 16.4
Mine closure
LTVSMC 13.¢ 13.¢
Operating mines
North American Iron Or: 56.¢ 44.1
North American Cos 30.2 31.1
Asia Pacific Iron Ore 11.4 7.8
Other 5.3 3.8
Total mine closur 117.¢ 100.7
Total environmental and mine closure obligati 132.: 117.1
Less current portio 8.C 12.2
Long term environmental and mine closure obligat $124.C $104.¢

Environmental

Our mining and exploration activities are subjectarious laws and regulations governing the ptaie®f the environment. We
conduct our operations to protect the public heattth environment and believe our
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operations are in compliance with applicable lamd @egulations in all material respects. Our envinental liabilities of $14.5 million and
$16.4 million at December 31, 2009 and 2008, respey, including obligations for known environmahtemediation exposures at various
active and closed mining operations and other dit@ge been recognized based on the estimatedfcosestigation and remediation at each
site. If the cost can only be estimated as a rafgessible amounts with no specific amount beirgenikely, the minimum of the range is
accrued. Future expenditures are not discountezssithe amount and timing of the cash disbursenaeat®adily known. Potential insurance
recoveries have not been reflected. Additional mmrental obligations could be incurred, the exténwhich cannot be assessed.

As discussed in further detail below, the environtakliability recorded at December 31, 2009 an@&i3 primarily comprised of
remediation obligations related to the Rio Tintmesite in Nevada where we are named as a PRP.

The Rio Tinto Mine Site

The Rio Tinto Mine Site is a historic undergrourmgper mine located near Mountain City, Nevada, whaitings were placed in Mill
Creek, a tributary to the Owyhee River. Site inigggton and remediation work is being conducteddnordance with a Consent Order
between the Nevada DEP and the RTWG composed ff,Gtlantic Richfield Company, Teck Cominco Ameah Incorporated, and E. I.
Pont de Nemours and Company. The Consent Orderda®for technical review by the U.S. Departmentefinterior Bureau of Indian
Affairs, the U.S. Fish & Wildlife Service, U.S. Dafgiment of Agriculture Forest Service, the NDEP HrelShoshone-Paiute Tribes of the
Duck Valley Reservation (collectively, “Rio Tintadstees”). The Consent Order is currently projettecbntinue with the objective of
supporting the selection of the final remedy far flite. Costs are shared pursuant to the term®aftipation Agreement between the pa
of the RTWG, who have reserved the right to renagmany future participation or cost sharing fafing the completion of the Consent
Order.

The Rio Tinto Trustees have made available foripuddmment their plans for the assessment of NRi2. RTWG commented on the
plans and also are in discussions with the RiooTlimtistees informally about those plans. The naifggan availability is a step in the
damage assessment process. The studies presetiiecpian may lead to a NRD claim under CERCLA.r€lis no monetized NRD claim at
this time.

The focus of the RTWG has been on developmenttefredtives for remediation of the mine site. A tddfthe alternative studies was
reviewed with NDEP, the EPA and the Rio Tinto Tees, and such alternatives have been reduced tolliheing: (1) tailings stabilization
and long-term water treatment; and (2) removaheftailings. As of December 31, 2009, the estimatets of the available remediation
alternatives currently range from approximately $1fillion to $30.5 million in total for all poteiatly responsible parties. In recognition of
the potential for an NRD claim, the parties arévaty pursuing a global settlement that would imigithe EPA and encompass both the
remedial action and the NRD issues.

On May 29, 2009, the RTWG entered into a Rio Tiine Site Work and Cost Allocation Agreement (tidl6cation Agreement”) to
resolve differences over the allocation of any nieg@d remedy. The Allocation Agreement contempldibat the RTWG will enter into an
insured fixed-price cleanup or IFC, pursuant tockiha. contractor would assume responsibility forithplementation and funding of the
remedy in exchange for a fixed price. We are oldigao fund 32.5 percent of the IFC. In the evenl=C is not implemented, the RTWG has
agreed on allocation percentages in the Allocatigreement, with Cliffs being committed to fund 3p&rcent of any remedy. We have an
environmental liability of $9.5 million and $10.7llon on the Statements of Consolidated FinanBiasition as of December 31, 2009 and
2008, respectively, related to this issue. We keligur current reserve is adequate to fund oucigated portion of the IFC. While a global
settlement with the EPA has not been finalizedewgect an agreement will be reached in 2010.
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Mine Closure

Our mine closure obligation of $117.8 million arth$.7 million at December 31, 2009 and 2008, rebey, includes our four
consolidated North American operating iron ore majraur two operating North American coal mining gbaxes, our Asia Pacific operating
iron ore mines, the coal mine at Sonoma and adloperation formerly known as LTVSMC.

Management periodically performs an assessmeihieabbligation to determine the adequacy of thélitglin relation to the closure
activities still required at the LTVSMC site. Th& . SMC closure liability was $13.9 million at Deceart81, 2009 and 2008.

The accrued closure obligation for our active myjnaperations provides for contractual and legalgalibbns associated with the
eventual closure of the mining operations. We peréal a detailed assessment of our asset retireshéigations related to our active mining
locations most recently in 2008 in accordance withCompany’s accounting policy, which requiregaperform an in-depth evaluation of
the liability every three years in addition to riogtannual assessments. We determined the obligabi@sed on detailed estimates adjusted fol
factors that a market participant would consider. (inflation, overhead and profit), escalatedrassumed 3.5 percent rate of inflation to the
estimated closure dates, and then discounted tlséngurrent credit- adjusted risk-free interest tzdsed on the corresponding life of mine.
The estimate also incorporates incremental inceeimséhe closure cost estimates and changes mast of mine lives. The closure date for
each location was determined based on the exhautdie of the remaining iron ore reserves. Theegicer of the liability and amortization of
the related asset is recognized over the estinmbeel lives for each location. The following repnetsea rollforward of our asset retirement
obligation liability related to our active miningdations for the years ended December 31, 2002008

(In Millions)
December 31,
2009 2008

Asset retirement obligation at beginning of pel $ 86.¢ $96.C
Accretion expens 6.8 7.3
Reclassification adjustmer — 1.C
Exchange rate chang 3.€ (3.2
Revision in estimated cash floy 6.7 (14.9)
Asset retirement obligation at end of per $103.¢ $ 86.¢

NOTE 12 — PENSIONS AND OTHER POSTRETIREMENT BENEFIT S

We offer defined benefit pension plans, definedudbuation pension plans and other postretiremenelieplans, primarily consisting of
retiree healthcare benefits, to most employeesoittiNAmerica as part of a total compensation angkfits program. This includes employees
of PinnOak, who became employees of the Compaimyugiir the July 2007 acquisition. We do not have ege# retirement benefit
obligations at our Asia Pacific Iron Ore operatiohse defined benefit pension plans are largelycoatributory and benefits are generally
based on employees’ years of service and averagmgs for a defined period prior to retirementaminimum formula.

On October 6, 2008, the USW ratified a four-ye@otacontract, which replaced the labor agreemeatteRpired on September 1, 2008.
The agreement covers approximately 2,300 USW-repted workers at our Empire and Tilden mines inHigjan, and our United Taconite
and Hibbing mines in Minnesota. The changes enltatieeminimum pension formula by increasing thedfiéollar multipliers and
renewed the lump sum special payments for certapl@yees retiring in the near future. The chandss iacluded renewal of payments to
surviving spouses of certain retirees.
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In addition, we currently provide various levelsrefirement health care and OPEB to most full-tengloyees who meet certain length
of service and age requirements (a portion of whighpursuant to collective bargaining agreemehtskt plans require retiree contributions
and have deductibles, co-pay requirements, andibémgts. Most bargaining unit plans require ret contributions and co-pays for major
medical and prescription drug coverage. There igrarual limit on our cost for medical coverage untie U.S. salaried plans. The annual
limit applies to each covered participant and eg)$&,000 for coverage prior to age 65 and $3,000dwerage after age 65, with the retiree’s
participation adjusted based on the age at whititeeés benefits commence. For participants atNonthshore operation, the annual limit
ranges from $4,020 to $4,500 for coverage pri@ge 65, and equals $2,000 for coverage after agéd®ered participants pay an amoun
coverage equal to the excess of (i) the averageotasverage for all covered participants, ovgrtfie participant’s individual limit, but in no
event will the participans cost be less than 15 percent of the averagetosterage for all covered participants. For Neiiibre participant:
the minimum participant cost is a fixed dollar ambWWe do not provide OPEB for most U.S. salariegleyees hired after January 1, 1993.
OPEB are provided through programs administereishdiyrance companies whose charges are based ditdpadal.

Our North American Coal segment is required undeagreement with the UMWA to pay amounts into tiMWA pension trusts basi
principally on hours worked by UMWA-represented éogpes. These multi- employer pension trusts pmwienefits to eligible retirees
through a defined benefit plan. The UMWA 1993 Bériefan is a defined contribution plan that wasatee as the result of negotiations for
the NBCWA of 1993. The Plan provides healthcarerasce to orphan UMWA retirees who are not eligiblparticipate in the Combined
Fund or the 1992 Benefit Fund or whose last emplsigned the 1993 or later NBCWA and who subsedueuoies out of business.
Contributions to the Trust are at a rate of $5.@7hwur worked in 2009 and 2008 and amounted tb $@lion in 2009 and $9.8 million in
2008.

Pursuant to the fouyear labor agreements reached with the USW for éhghloyees, effective January 1, 2009, negotialaad ghange
removed the cap on our share of future bargainmgretirees’ healthcare premiums and provided aimam on the amount retirees will
contribute for health care benefits during the tefrthe agreement. The agreements also providevhaind our partners fund an estimated
$90 million into bargaining unit pension plans afieBAs during the term of the contracts.

In December 2003, The Medicare Prescription Drogorbvement, and Modernization Act of 2003 was eathcThis act introduced a
prescription drug benefit under Medicare Part vall as a federal subsidy to sponsors of retiredtheare benefit plans that provide a
benefit that is at least actuarially equivalenitedicare Part D. Our measures of the accumulatstigg@ement benefit obligation and net
periodic postretirement benefit cost as of Decen3ie004, and for periods thereafter reflect anassociated with the subsidy. As a
result, OPEB expense for 2009, 2008 and 2007 tefltomated cost reductions of $3.8 million, $2i8iom and $2.5 million, respectively.
We elected to adopt the retroactive transition me@tlor recognizing the OPEB cost reduction in 2004e following table summarizes the
annual costs related to the retirement plans 6022008 and 2007:

(In Millions)
2009 2008 2007
Defined benefit pension plal $50.€ $20.2 $17.4
Defined contribution pension pla 2.1 7.2 5.1
Other postretirement benef 25.5 8.€ 4.4
Total $78.4 $36.1 $26.¢

The following tables and information provide addlital disclosures for our consolidated plans.
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Obligations and Funded Status

The following tables and information provide addlital disclosures for the years ended December(H9 and 2008:

Change in benefit obligations:

Benefit obligation— beginning of yea
Service cost (excluding expens
Interest cos

Plan amendmen

Actuarial loss (gain

Benefits paic

Participant contribution

Federal subsidy on benefits pi
Benefit obligation— end of yea
Change in plan assets:

Fair value of plan asse— beginning of yea
Actual return on plan asse

Employer contribution:

Asset transfer

Benefits paic

Fair value of plan asse— end of yea

Funded status at December 31:
Fair value of plan asse
Benefit obligation:

Funded status (plan assets less benefit obligat
Amount recognized at December

Amounts recognized in Statements of Financial Pogin:
Current liabilities
Noncurrent liabilities

Net amount recognize

Amounts recognized in accumulated other comprehens income:
Net actuarial los

Prior service (credit) co:

Transition asse

Net amount recognize

The estimated amounts that will be amortized from acumulated other
comprehensive income into net periodic benefit cos 2010:

Net actuarial los
Prior service cos
Transition asse

Net amount recognize
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(In Millions)
Pension Benefits Other Benefits
2009 2008 2009 2008
$ 706.¢ $ 680.¢ $ 307.¢ $ 252.7
14.c 12.€ 54 3.4
42.¢€ 41.4 18.¢€ 16.¢
3.C 6.7 — 33.7
38.¢€ 11.7 19.5 16.2
(54.9) (46.6) (22.9) (19.7)
— — 3.7 3.€
— — 0. 1.2
$ 750.¢ $ 706.¢ $ 333.( $ 307.¢
$ 456.( $596.: $ 91.€ $126.7
63.C (118.9) 27.€ (39.6)
18.t 24.¢ 17.4 4.8
0.2 (0.9 — —
(54.9) (46.€) (0. (0.7)
$ 483.¢ $ 456.( $ 136.7 $ 91.¢€
$ 483.¢ $ 456.( $ 136.7 $ 91.¢€
(750.¢) (706.6) (333.0) (307.9)
$(267.9)  $(250.6)  $(196.9)  $(215.f)
$(267.9  $(250.6)  $(196.9)  $(215.f)
$ (0.]) $ (0.5 $ (17.9) $ (7.9
(267.9) (250.7) (178.5) (197.9
$(267.9  $(250.6)  $(196.9)  $(215.f)
$ 313.7 $ 327.¢ $120.¢ $131.C
23.¢ 25.2 13.t 15.2
— — (9.1 (12.7)
$ 337.¢ $ 353.( $125.2 $134.F
$ 23.t $ 9.7
4.2 1.7
- (3.0
$ 28.C $ 8.4
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(In Millions)
2009
Pension Plans Other Benefits
Salaried Hourly Mining SERP Total Salaried Hourly Total
Fair value of plan asse $177.<« $305.C $1C $— $483.¢. $ — $136.7 $136.7
Benefit obligatior (2619 (480.) (3.6) (5.8 (7506 (50.4)  (282.6  (333.0
Funded statu $(83.9 $(175.) $(2.6 $(5.8 $(267.9 $(50.4) $(145.9) $(196.9)
2008
Pension Plan Other Benefits
Salariec Hourly Mining SERP Total Salariec Hourly Total
Fair value of plan asse $178z $277€¢ $ 02 $— $456.( $ — $ 91 $ 91¢
Benefit obligatior (250.9  (449.5) (2.0 (5.00 (706.  (52.4) (255.0 (307.)
Funded statu $ (722 $(171.6 $(1.8 $(5.00 $(250.6 $(52.4) $(163.9) $(215.¢)

The accumulated benefit obligation for all defirmzhefit pension plans was $733.1 million and $693lRon at December 31, 2009
and 2008, respectively.

Components of Net Periodic Benefit Cost

(In Millions)
Pension Benefits Other Benefits
2009 2008 2007 2009 2008 2007
Service cos $14: $12¢€ $11<4 $ 54 $ 34 $ 21
Interest cos 42.€ 41.4 38.¢ 18.€ 16.2 14.5
Expected return on plan ass (37.]) (48.%) (47.7) (9.2 (10.9 (20.7)
Amortization:
Net asse — — — (3.0 (3.0 (3.0
Prior service costs (credit 4.2 4.C 3.8 1.8 (3.9 (5.6
Net actuarial los 26.¢ 10.€ 10.4 11t 6.1 6.5
Net periodic benefit cos $50.6 $20: $17<4 $25t8 $ 8B€ $ 44
Current year actuarial (gain)/lo 12.1 178.2 (24.0) 2.2 66.€ (24.5)
Amortization of net los (26.8) (10.6) (10.9) (11.5) (6.2) (6.5)
Current year prior service cc 3.0 6.7 — — 33.7 —
Amortization of prior service (cost) cret 4.2 (4.0 (3.9 (1.8 3.8 5.€
Amortization of transition ass — — — 3.C 3.C 3.C
Total recognized in other comprehensive incc $(15.9 $170.5 $38.2) $ (8.1)) $101.C $(22.9
Total recognized in net periodic cost and other m@hensive incom $34.¢ $190.6 $(20.5) $17.4£ $109.6 $(18.0

Additional Information

(In Millions)
Pension Benefits Other Benefits
2009 2008 2007 2009 2008 2007
Effect of change in mine ownership & noncontrollingerest $50.¢ $ 504 $45.6 $10.1 $ 8.€ $54
Actual return on plan asse 63.C (118.9 415 27.6  (39.9 6.€
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Assumptions

We used a discount rate in 2009 of 5.66 percemipemed with a discount rate of 6.00 percent in 200& U.S. discount rates are
determined by matching the projected cash flowsl teeletermine the PBO and APBO to a projectedlydarve of over 400 Aa graded
bonds in the 10th to 90th percentiles. These banelgither noncallable or callable with make-whmiavisions. The duration matching
produced rates ranging from 5.49 percent to 5.80gpé for our plans. Based upon these resultsgleet®d a December 31, 2009 discount
rate of 5.66 percent for our plans.

Weighted-average assumptions used to determindibebkgations at December 31 were:

Pension Benefits Other Benefits
2009 2008 2009 2008
Discount rate 5.6€% 6.0(% 5.6€% 6.0(%
Rate of compensation incree 4.0C 4.0C 4.0C 4.0C
Weighted-average assumptions used to determineenetfit cost for the years 2009, 2008 and 2007 were
Pension Benefits Other Benefits
2009 2008 _ 2007 2009 2008 2007
Discount rate 6.0(% 6.00/7.006 5.7%% 6.0(% 6.0(% 5.7%
Expected return on plan ass 8.5(C 8.5(C 8.5(C 8.5(C 8.5(C 8.5(C
Rate of compensation incree 4.0C 413 4.1¢ 4.0C 4.5(C 4.5C
Assumed health care cost trend rates at Decembeet
2009 2008
Health care cost trend rate assumed for next 8.0(% 6.5(%
Ultimate health care cost trend r: 5.0C 5.0C
Year that the ultimate rate is react 201¢ 201z

Assumed health care cost trend rates have a signifeffect on the amounts reported for the hesathk plans. A change of one
percentage point in assumed health care cost teg¢es would have the following effects:

(In Millions)
Increase Decreas:
Effect on total of service and interest ¢ $ 34 $ (2.7)
Effect on postretirement benefit obligati 35.C (28.9

Plan Assets

The Company'’s financial objectives with respeabtio pension and VEBA plan assets are to fully fthrelactuarial accrued liability for
each of the plans, to maximize investment returitisizvreasonable and prudent levels of risk, anch&intain sufficient liquidity to meet
benefit obligations on a timely basis.

Our investment objective is to outperform the expeédreturn on Asset (“ROA”) assumption used inglaas’ actuarial reports over a
full market cycle, which is considered a periodidgmwhich the U.S. economy experiences the effetboth an upturn and a downturn in the
level of economic activity. In general, these pésitend to last between three and five years. Xpeated ROA takes into account historical
returns and estimated future long-term returnsdbasecapital market assumptions applied to thetadieeation strategy.

The asset allocation strategy is determined thr@udétailed analysis of assets and liabilities lay pvhich defines the overall risk tha
acceptable with regard to the expected level anidbiity of portfolio returns, surplus (assets quemed to liabilities), contributions, and
pension expense.
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The asset allocation process involves simulatiegeffiect of financial market performance for vag@sset allocation scenarios and
factoring in the current funded status and likeifufe funded status levels by taking into accoupeeted growth or decline in the
contributions over time. The modeling is then atjddy simulating unexpected changes in inflatiod imterest rates. The process also
includes quantifying the effect of investment pemfance and simulated changes to future levels mfitotions, determining the appropriate
asset mix with the highest likelihood of meetinggfiicial objectives, and regularly reviewing oureasdlocation strategy.

The asset allocation strategy varies by plan. BHewing table reflects the actual asset allocaifmr pension and VEBA plan assets as
of December 31, 2009 and 2008, as well as the 2@&lghted average target asset allocations as odibleer 31, 2009. Equity investments
include securities in large-cap, mid-cap and siwati-companies located in the U.S. and worldwideedrincome investments primarily
include corporate bonds and government debt sessurilternative investments include hedge fundsape equity, structured credit and real
estate.

Pension Assets VEBA Assets
Percentage of Percentage of
2010 Plan Assets at 2010 Plan Assets at
Target December 31, Target December 31,
Asset Category Allocation 2009 2008 Allocation 2009 2008
Equity Securities 37.(% 37.5% 35.8% 42.(% 46.4% 41.8%
Fixed Income 30.C 29.¢ 32.¢ 35.C 38.: 36.€
Hedge Fund 15.C 14.¢ 15.2 15.C 10.7 14.¢
Private Equity 9.C 6.€ 7.4 8.C 4.4 6.€
Structured Credi 5.C 8.1 3.5 — — —
Real Estatt 4.C 3.C 5.2 — — —
Cash — 0.1 0.1 — 0.2 0.2
Total 100.(% 100.(% 100.(% 100.(% 100.(% 100.(%
Pension
The fair values of our pension plan assets at Dbee®l, 2009 by asset category are as follows:
(In Millions)
December 31, 2009
Quoted Prices in Active Significant Other Significant
Unobservable
Markets for Identical Observable
Assets/Liabilities Inputs Inputs
Asset Category (Level 1) (Level 2) (Level 3) Total
Equity securities
U.S. larg-cap $ 88.1 $ — $ — $ 88.1
U.S. small/mi-cap 35.1 — — 35.1
International 57.¢ — — 57.¢
Fixed income 144.¢ — — 144.¢
Hedge fund: — — 71.4 71.4
Private equity 13.€ 18.2 31.¢
Structured credi — — 39.1 39.1
Real estat: — — 14.4 14.4
Cash 0.2 — — 0.2
Total $ 340.: $ = $ 1431 $483.<

Following is a description of the inputs and valoatmethodologies used to measure the fair vallmoplan assets.
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Equity Securitie!

Equity securities classified as Level 1 investmémttude U.S. large, small and mid-cap investmantsinternational equity. These
investments are comprised of securities listedroex@hange, market or automated quotation systemtfich quotations are readily
available. The valuation of these securities igieined using a market approach, and is based wpadjusted quoted prices for identical
assets in active markets.

Fixed Income

Fixed income securities classified as Level 1 itmesits include bonds and government debt securitlesse investments are compri
of securities listed on an exchange, market orraated quotation system for which quotations ardilgavailable. The valuation of these
securities is determined using a market approauhjsabased upon unadjusted quoted prices forichrassets in active markets.

Hedge Fund:

Hedge funds are alternative investments compri$édect or indirect investment in offshore hedgeds of funds with an investment
objective to achieve an attractive risk-adjustedrrewith moderate volatility and moderate direstibmarket exposure over a full market
cycle. The valuation techniques used to measure/dfiie attempt to maximize the use of observaipets and minimize the use of
unobservable inputs. Considerable judgment is redub interpret the factors used to develop esémaf fair value. Valuations of the
underlying investment funds are obtained and restew he securities that are valued by the fundséeeests in the investment funds and
the underlying holdings of such investment fundsug, the inputs used to value the investmentsdh efthe underlying funds may differ
from the inputs used to value the underlying hajdiof such funds.

In determining the fair value of a security, thedumanagers may consider any information thatésrael relevant, which may include
one or more of the following factors regarding pletfolio security, if appropriate: type of secyrdr asset; cost at the date of purchase; size
of holding; last trade price; most recent valugtioimdamental analytical data relating to the itwesnt in the security; nature and duration of
any restriction on the disposition of the securilyaluation of the factors that influence the maikevhich the security is purchased or sold,;
financial statements of the issuer; discount froarkat value of unrestricted securities of the satass at the time of purchase; special rej
prepared by analysts; information as to any traiwas or offers with respect to the security; exigte of merger proposals or tender offers
affecting the security; price and extent of publaxding in similar securities of the issuer or catille companies and other relevant matters;
changes in interest rates; observations from filguntstitutions; domestic or foreign governmenti@es or pronouncements; other recent
events; existence of shelf registration for retdcsecurities; existence of any undertaking téstegthe security; and other acceptable
methods of valuing portfolio securities.

Hedge fund investments are valued monthly and decbon a onenonth lag. For alternative investment values reggban a lag, curre
market information is reviewed for any material mpes in values at the reporting date. Share repseshare available quarterly with notic
65 business days.

Private Equity Fund.

The private equity fund is an alternative investitat represents direct or indirect investmentgartnerships, venture funds or a
diversified pool of private investment vehiclesnuof funds).

Investment commitments are made in private equityl$ of funds based on an asset allocation straéeglycapital calls are made over
the life of the funds to fund the commitments. Uotimmitments are funded, the committed amourgsenved and invested in a selection of
public equity mutual funds, including U.S. largmadl and mid-cap investments and international tygdiesigned to approximate overall
equity market returns. As of December 31, 2009 aiaing commitments total $23.4 million, of which@ million is reserved. Refer to the
valuation methodologies for equity securities abfmrdurther information.
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The valuation of investments in private equity fard funds is initially performed by the underlyinghd managers. In determining the
fair value, the fund managers may consider anyrtinéion that is deemed relevant, which may incligee of security or asset; cost at the
date of purchase; size of holding; last trade prioast recent valuation; fundamental analyticahdatating to the investment in the security;
nature and duration of any restriction on the diian of the security; evaluation of the factdrattinfluence the market in which the security
is purchased or sold; financial statements of $saer; discount from market value of unrestricexlsties of the same class at the time of
purchase; special reports prepared by analystsniation as to any transactions or offers with eespo the security; existence of merger
proposals or tender offers affecting the secugtice and extent of public trading in similar setes of the issuer or compatible companies
and other relevant matters; changes in interessrabservations from financial institutions; dotitesr foreign government actions or
pronouncements; other recent events; existendeetif registration for restricted securities; exigte of any undertaking to register the
security; and other acceptable methods of valuortfq@io securities.

The valuations are obtained from the underlyingdforanagers, and the valuation methodology and psaseeviewed for consistent
application and adherence to policies. Considerablgment is required to interpret the factors usedevelop estimates of fair value.

Private equity investments are valued quarterlyraedrded on a one-quarter lag. For alternativestment values reported on a lag,
current market information is reviewed for any miatechanges in values at the reporting date. @hgistributions for the funds do not occur
on a regular frequency. Liquidation of these inrestts would require sale of the partnership interes

Structured Credit

Structured credit investments are alternative imaeats comprised of collateralized debt obligatiand other structured credit
investments that are priced based on valuationddqed by independent, third-party pricing agerftayvailable. Such values generally reflect
the last reported sales price if the security tsvaly traded. The third-party pricing agents migoavalue structured credit investments at an
evaluated bid price by employing methodologies thiize actual market transactions, broker-supplieluations, or other methodologies
designed to identify the market value of such sdesr Such methodologies generally consider sactofs as security prices, yields,
maturities, call features, ratings and developmsziing to specific securities in arriving atwations. Securities listed on a securities
exchange, market or automated quotation systemvtiaoh quotations are readily available are valueithe last quoted sale price on the
primary exchange or market on which they are trabeibt obligations with remaining maturities of @dys or less may be valued at
amortized cost, which approximates fair value.

Structured credit investments are valued monthtyrasorded on a one-month lag. For alternativestment values reported on a lag,
current market information is reviewed for any miaechanges in values at the reporting date. R@diemrequests are considered quarterly
subject to notice of 90 days; however, share rdm@ages are not permitted for a two-year lock-upagkefollowing each investment, which will
expire in September 2010 for the plans’ initialestments.

Real Estate

The real estate portfolio is an alternative invesitrcomprised of three funds with strategic catiegaof real estate investments. All real
estate holdings are externally appraised at leasially, and appraisals are conducted by reputailependent appraisal firms that are
members of the Appraisal Institute. All externapegisals are performed in accordance with the UmfStandards of Professional Appraisal
Practices. The property valuations and assumptibaach property are reviewed quarterly by the stment advisor and values are adjust
there has been a significant change in circumstaratating to the property since the last exteapglraisal. The valuation methodology
utilized in determining the fair value is consigtesith the best

134



Table of Contents

Cliffs Natural Resources Inc. and Subsidiaries
Notes to Consolidated Financial Statem«— (Continued)

practices prevailing within the real estate appilaand real estate investment management indusirdading the Real Estate Information
Standards, and standards promulgated by the Natmacil of Real Estate Investment Fiduciaries, Wational Association of Real Estate
Investment Fiduciaries, and the National AssocatibReal Estate Managers. In addition, the investradvisor may cause additional
appraisals to be performed. Two of the funds’ Yailues are updated monthly, and there is no lagported values. Redemption requests for
these two funds are considered on a quarterly bmdigect to notice of 45 days.

Effective October 1, 2009, one of the real estatel§ began an orderly wind-down over the next ttwdeur years. The decision to
wind down the fund was driven primarily by realastmarket factors that adversely affected thdahitity of new investor capital. Third-
party appraisals of this fund’s assets will be &lmbed; however, internal valuation updates fona#lets and liabilities of the fund will be
prepared quarterly. The fund’s asset values a@ded on a one-quarter lag, and current marketrimdtion is reviewed for any material
changes in values at the reporting date. Distiiimstifrom sales of properties will be made on pta-basis. Repurchase requests will not be
honored during the wind-down period.

The following represents the effect of fair valueasurements using significant unobservable infuggg 3) on changes in plan assets
for the year ended December 31, 2009:

(In Millions)
Year Ended December 31, 2009
Private Equity

Structured Real
Hedge Fund: Funds Credit Fund Estate Total
Beginning balanc—January 1, 200 $ 69.2 $ 21.C $ 15¢ $23.5 $129.7
Actual return on plan asse
Relating to assets still held at
reporting dat¢ 2.1 (5.6 23.2 (9.5 10.z
Relating to assets sold during
the perioc — (0.5 — 0.€ 0.1
Purchases, sales and settlem: — 3.3 — (0.2 3.1
Transfers in (out) of Level — — — — —
Ending balanc—December 31, 200 $ 71.L $ 18.2 $ 39.1 $14.4 $143.1

The pension plan assets and asset allocation &l 31, 2008 were as follows:

Percentage o

(In Millions) Plan Assets &
Assets at
December 31 December 31
Asset Category (1 2008 2008
Equity securitie: $ 163 35.8%
Fixed income 149.¢ 32.¢
Hedge fund: 69.2 15.2
Private equity 33.¢ 7.4
Structured credi 15.€ 3.5
Real estat 23.k 5.2
Cash 0.7 0.1
Total $ 456.( 100.(%

(1) The 2008 presentation has been conformed in accoedaith the asset categories presented for Z
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The expected return on plan assets takes into attoe weighted average of expected returns fan eaaset category. Expected returns
are determined based on historical performancessa for current trends. The expected returnti@h@vestment expenses.

VEBA

Assets for other benefits include VEBA trusts parduto bargaining agreements that are availabiient retired employees’ life
insurance obligations and medical benefits. Thevialues of our other benefit plan assets at Deeer@b, 2009 by asset category are as
follows:

(In Millions)
December 31, 2009
Quoted Prices in Active Significant Other Significant
Unobservable
Markets for Identical Observable
Assets/Liabilities Inputs Inputs

Asset Category (Level 1) (Level 2) (Level 3) Total
Equity securities

U.S. larg-cap $ 32.¢ $ — $ — $ 32.¢

U.S. small/mi-cap 12.¢ — — 12.€

International 18.1 — — 18.1
Fixed income 52. — — 52.4
Hedge fund: — — 14.€ 14.€
Private equity 2.¢ — 3.1 6.C
Cash 0.2 — — 0.2

Total $ 119.( $ = $ 17.7 $136.7

Refer to the pension asset discussion above ftrduimformation regarding the inputs and valuatieethodologies used to measure the
fair value of each respective category of plantasse

The following represents the effect of fair valueasurements using significant unobservable infuggg 3) on changes in plan assets
for the year ended December 31, 2009:

(In Millions)
Year Ended December 31, 2009
Private Equity

Hedge Fund: Funds Total
Beginning balanc—January 1, 200 $ 13.€ $ 3.C $ 16.€

Actual return on plan asse

Relating to assets still held at the reporting 1 0.t (0.9 (0.9
Relating to assets sold during the pe! — — —
Purchases, sales and settlem: 0.t 1.C iLE
Transfers in (out) of Level — — —
Ending balanc—December 31, 200 $ 14.€ $ 3.1 $ 177
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The other benefit plan assets and weighted aversggt allocation at December 31, 2008 were asisilo

Percentage o

(In Millions) Plan Assets &
Assets at
December 31 December 31
Asset Category (1) 2008 2008
Equity securitie: $ 38.2 41.8%
Fixed Income 33.t 36.€
Hedge fund: 13.€ 14.¢
Private Equity 6.C 6.€
Cash 0.2 0.2
Total $ 91.€ 100.(%

(1) The 2008 presentation has been conformed in accoedaith the asset categories presented for =

The expected return on plan assets takes into attoe weighted average of expected returns fdn eaaset category. Expected returns
are determined based on historical performancesseli for current trends. The expected returnti@h@vestment expenses.

Contributions

Annual contributions to the pension plans are mitlein income tax deductibility restrictions in ardance with statutory regulations.
In the event of plan termination, the plan sponsordd be required to fund additional shutdown aady retirement obligations that are not
included in the pension obligations.

(In Millions)
Pensior Other Benefits
Direct
Company Contributions Benefits VEBA Payment: Total
2008 $24.¢ $ 4.8 $ 14.¢ $19.7
2009 18.t 17.4 18.2 35.7
2010 (Expected) 45.¢ 17.4 17.¢ 35.2

* Pursuant to the bargaining agreement, benefitsbeapaid from VEBA trusts that are at least 7@eetr funded (no VEBA trusts
are 70 percent funded at December 31, 2(

VEBA plans are not subject to minimum regulatorgding requirements. Amounts contributed are pursteabargaining agreements.

Contributions by participants to the other bengifins were $3.7 million and $3.6 million for yearsded December 31, 2009 and 2008,
respectively.

Estimated Cost for 2010
For 2010, we estimate net periodic benefit cofolews:

(In Millions)
Defined benefit pension plai $ 454
Other postretirement benef 20.C
Total $ 654
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Estimated Future Benefit Payments

(In Millions)
Other Benefits
Gross Less Net
Company Medicare Company
Pension
Benefits Benefits Subsidy Payments
201( $ 52.t $ 18.7 $ 0.¢ $ 17.t
2011 55.7 20.z 0.¢ 19.c
201z 57.¢ 21.t 1.C 20.t
201z 56.¢ 22.4 1.1 21.2
201« 58.2 23.¢ 198 22.t
2015-2019 309.¢ 130.2 8.€ 121.¢

Other Potential Benefit Obligations

While the foregoing reflects our obligation, outaicexposure in the event of non-performance isipilly greater. Following is a
summary comparison of the total obligation:

(In Millions)
December 31, 2009

Defined

Benefit Other

Pensions Benefits
Fair value of plan asse $ 483.2 $ 136.7
Benefit obligatior 750.¢ 333.(
Underfunded status of pl: $(267.9) $(196.9)
Additional shutdown and early retirement bene $ 544 $ 16.

NOTE 13 — STOCK COMPENSATION PLANS

At December 31, 2009, we have two share-based awsatien plans, which are described below. The cosgiéon cost that has been
charged against income for those plans was $12l@mi$22.5 million, and $12.4 million in 2009, @8 and 2007, respectively, which was
recorded primarily irBelling, general and administrative expenseghe Statements of Consolidated Operations. ditaéihcome tax benefit
recognized in the Statements of Consolidated Opesafor share-based compensation arrangement$4v@snillion, $7.9 million and $4.3
million for 2009, 2008 and 2007, respectively. Cstvs resulting from the tax benefits for tax detions in excess of the compensation
expense are classified as financing cash flowsositingly, we classified $3.5 million, $3.5 milliand $4.3 million in excess tax benefits as
cash from financing activities rather than caslmfi@perating activities on our Statements of Codstdéid Cash Flows for the years ended
December 31, 2009, 2008 and 2007, respectively.

Employees’ Plans

The Company’s 2007 ICE Plan (“Plan”) authorizesaid, 000,000 of our common shares to be issuetbak sptions, SARS, restrictel
shares, restricted share units, retention uniferdeal shares, and performance shares or perfoemanits. Any of the foregoing awards may
be made subject to attainment of performance gnadsa performance period of one or more yearsh Baack option and SAR will reduce
the common shares available under the 2007 ICEWlame common share. Each other award will retlue€ommon shares available under
the 2007 ICE Plan by two common shares. No paditijn any fiscal year can be granted in the aggesgf a number of Shares having a
Market Value on the Date of Grant equal to mor@ta million. The performance shares are intendedeet the requirements of Internal
Revenue code section 162(m) for deduction whileé¢ention units are not.
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For the outstanding plan year agreements, eacbrpsfice share, if earned, entitles the holderdeive a number of common shares
within the range between a threshold and maximumbar of shares, with the actual number of commameshearned dependent upon
whether the Company achieves certain objectivegpandrmance goals as established by the Commikterestricted share units are suk
to continued employment, are retention based,weik at the end of the performance period for #réopmance shares, and are payable in
cash for the 2007 plan year and shares for the 268688009 plan years at a time determined by theritiee at its discretion.

The performance share grants vest over a peritiit@é years. For the 2007 plan year agreemenfnpeathce is measured on the basis
of relative TSR for the period, as measured agaipsedetermined peer group of mining and metaispemies, three-year cumulative free
cash flow and/or pre-tax RONA. Awards are intenttete paid out in common shares. The final payouafl three plan year agreements
vary from zero to 150 percent of the performana@ehawarded.

Upon the occurrence of a change in control, aliggerance shares and restricted share units gramtegarticipant will vest and beco
nonforfeitable and will be paid out in cash.

Following is a summary of our Performance Share rwggreements currently outstanding:

Performance
Performance
Share Shares Grant
Plan Year Qutstanding Forfeitures (1) Date Performance Period
2009 365,86¢ 40,72 March 9, 200 1/1/200¢-12/31/201.
2009 3,82¢ August 31, 200 1/1/200¢-12/31/201.
2009 44,672) — December 17, 20( 1/1/200¢-12/31/201.
2008 143,25: 15,94¢ March 10, 200 1/1/200&12/31/2011
2008 35C — August 29, 200 1/1/200¢-12/31/2011
2007 215,16( 53,79( July 27, 200 1/1/200°-12/31/200!
2007 3,74( — October 1, 200 1/1/200°-12/31/200!

(1) The 2009, 2008 and 2007 Plans are based on asgarfestiires.
(2) Represents the target payout as of Decembe&(BB, related to the 67,009 shares awarded on Dmelid, 2009 based upon the
Committel s ability to exercise negative discretion. For ardimg purposes, a grant date has not yet beemdete for this awarc

Throughout 2009, the Compensation and Organiz&mmmittee (“Committee”) of the Board of Directoggaoved grants under our
shareholder approved Plan for the performance ¢p&009-2011. A total of 573,100 shares were gramedsisting of performance shares
and units, restricted share units, retention wanit$ restricted stock. An additional 67,009 sharesevawarded under the Plan on Decembe
2009. The number of shares paid out under thiscodat award will be determined by the Committesdzhupon the achievement of certain
performance factors evaluated solely at the Coresigtdiscretion and may be reduced from the 67sD@%es. As a result of this uncertainty,
a grant date has not yet been determined for téschfor purposes of measuring and recognizing @nsgtion cost.

Nonemployee Directors

The Directors’ Plan authorizes us to issue up @0 common shares to Nonemployee Directors. Titectars’ Plan provides for
Director Share Ownership Guidelines (“Guidelinegt)Director is required by the end of a four-yearipd to own either (i) a total of at least
8,000 common shares, or (i) hold common shards avinarket value of at least $100,000. If the Noplegree Director does not meet the
Guidelines assessed December 1, annually, the Nalogee Director must take a portion of the anne#diner in common shares (“Required
Retainer”) until such time the Nonemployee Directaches the Guidelines. Once the Nonemployee
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Director meets the Guidelines, the Nonemployeeddiremay elect to receive the Required Retaineash. Effective May 1, 2008,
Nonemployee Directors not meeting the Guidelinestrtake $20,000 of the annual retainer of $50,008&mmon share:

The Directors’ Plan also provides for an Annual iBBqGrant (“Equity Grant”).The Equity Grant is awarded at our Annual Meetiagh
year to all Nonemployee Directors elected «-elected by the shareholders. The value of the #@iiant is payable in restricted shares wi
three-year vesting period from the date of graht Tlosing market price of our common shares orAoumual Meeting Date is divided into
the Equity Grant to determine the number of restdshares awarded. Effective May 1, 2008, Nonepgg®irectors receive an annual
retainer fee of $50,000 and an annual equity awa¥5,000. Effective July 1, 2009, the Directaaahual retainer fee was reduced by 10
percent in conjunction with the Company’s compensateductions across the organization. Such rézheivere reinstated to their previous
levels effective January 1, 2010. The DirectorsinPdffers the Nonemployee Director the opportuttdtgefer all or a portion of the Annual
Directors’ Retainer fees, Chair retainers, meefégg, and the Equity Grant into the Compensatian.PA Director who is 69 or older at the
Equity Grant date will receive common shares witlr@strictions.

For the last three years, Equity Grant shares haee awarded to elected or re-elected Directofsllasvs:

Unrestricted Restricted Deferred

Equity Equity Equity

Grant Grant Grant
Year of Grant Shares Shares Shares
2007 — 7,48¢ 93€
2008 804 4,82¢ 804
2009 7,78¢ 15,11¢ 2,59¢

Other Information

We adopted the fair value recognition provision&\8C 718 effective January 1, 2006 using the medifirospective transition meth¢
Under existing restricted stock plans awarded pdalanuary 1, 2006, we continue to recognize cosgt@n cost for awards to retiree-
eligible employees without substantive forfeituskover the nominal vesting period. This recogmitmethod differs from the requirements
for immediate recognition for awards granted withikr provisions after the January 1, 2006 adaptithe following table summarizes the
share-based compensation expense that we recandedntinuing operations in 2009, 2008 and 2007:

(In Millions, except EPS)

2009 2008 2007
Cost of goods sold and operating expel $ 12 $ 21 $ 04
Selling, general and administrative exper 11.C 20.4 12.C
Reduction of operating income from continuing opieress before income taxes and eq|
loss from venture 12.2 22.t 12.¢
Income tax benef (4.9 (7.9 (4.3
Reduction of net income attributable to Cliffs seolders $ 7.8 $14.€ $ 8.1
Reduction of earnings per share attributable tf<3hareholders
Basic $0.0€ $0.14 $0.1(C
Diluted $0.0¢ $0.1: $0.0¢
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Determination of Fair Value

The fair value of each grant is estimated on thie dagrant using a Monte Carlo simulation to fasiarelative TSR performance. A
correlation matrix of historic and projected stgeices was developed for both the Company and@dgiermined peer group of mining and
metals companies. The fair value assumes thatmpeaftce goals will be achieved. If such goals atewet, no compensation cost is
recognized and any recognized compensation cosvéssed.

The expected term of the grant represents theftione the grant date to the end of the service pefido each of the three plan year
agreements. We estimated the volatility of our camrstock and that of the peer group of mining amedats companies using daily price
intervals for all companies. The risk-free intemgde is the rate at the grant date on zZmnopon government bonds, with a term commensi
with the remaining life of the performance plans.

The following assumptions were utilized to estimie fair value for the 2009 performance sharetgran

Risk-

Free Fair Value
Grant Date Average Expectec Interest Dividend (Percent of
Market Expected Fair Grant Date
Price Term (Years) Volatility Rate Yield Value Market Price)
$12.96- $25.31 2.81 85.6% 1.4%% 2.72% $4.9C 19.36%-37.83%

The fair value of the restricted share units i®datned based on the closing price of the Compastyases on the grant date. The
restricted share units granted under the Planoxesta period of three years.

Stock options, restricted stock, deferred stoakcallion and performance share activity under oceritive Equity Plans and
Nonemployee Directo’ Compensation Plans are as follows:

2009 2008 2007
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Stock options
Options outstanding at beginning of y: 250 $ 54z 1180( $ 54z 23600 $ 5.04
Granted during the yei — — —
Exercisec (2,500 5.42 (9,300 6.47 (11,800 4.6€
Cancelled or expire — — —
Options outstanding at end of ye¢ — — 2,50C 5.42 11,80( 5.42
Options exercisable at end of yt — — 2,50( 5.42 11,80( 5.42
Restricted award:
Outstanding and restricted at beginning of y 315,68: 514,71 649,32:
Granted during the ye: 184,90« 62,67: 164,69.
Vested (201,48¢) (261,70) (299,30
Cancellec (8,400 — —
Outstanding and restricted at end of y 290,70: 315,68:- 514,71
Performance share
Outstanding at beginning of ye 594,11! 723,54 861,67:
Granted during the ye: 555,04¢ 194,88: 390,88t
Vested (312,33f) (236,52() (529,016
Forfeited/cancelle: (13,439 (87,790 —
Outstanding at end of ye 823,39: 594,11! 723,54«
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2009 2008 2007
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Share: Price
Vested or expected to vest
December 31, 20C 776,86!
Director¢ retainer and voluntary share
Outstanding at beginning of ye 2,18: 1,10C 1,10C
Granted during the yei 4,60z 2,772 —
Vested (2,189 (1,689 —
Outstanding at end of ye 4,59¢ 2,18: 1,10C
Reserved for future grants or awards at end of:
Employee plan 1,458,43
Director¢ plans 146,42
Total 1,604,86!
A summary of our outstanding share-based award$ Recember 31, 2009 is shown below:
Weighted
Average
Grant Date
Shares Fair Value
Outstanding, beginning of ye 911,98: $ 27.37
Granted 644,59: 8.01
Vested (416,05 46.1¢
Forfeited/expirec (21,837 20.12
Outstanding, end of ye. 1,118,69: $ 13.6C

The total compensation cost related to outstanawards not yet recognized is $9.3 million at Decen8i, 2009. The weighted
average remaining period for the awards outstanaliigecember 31, 2009 is approximately 1.5 years.

NOTE 14 — INCOME TAXES
Income from continuing operations before incometaand equity loss from ventures includes theotig components:

(In Millions)
2009 2008 2007
United State: $130.7 $566.¢ $312.2
Foreign 159.¢ 149.5 68.4

$290.€ $716.5 $380.7
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The components of the provision (benefit) for ineotaxes on continuing operations consist of thiediohg:

Current provision (benefit
United States feder.
United States state & loc
Foreign

Deferred provision (benefit
United States feder.
United States state & loc
Foreign

Total provision on continuing operatio

Reconciliation of our income tax attributable tontiouing operations computed at the United Stagdsral statutory rate is as follows:

Tax at U.S. statutory rate of 35 perc
Increase (decrease) due
Percentage depletion in excess of cost depli
Tax effect of foreign operatior
State taxes, nt
Manufacture’s deductior
Valuation allowanct
Other items<— net

Income tax expens

(In Millions)

2009 2008 2007
$(46.2) $151.4 $ 67.7
3.4 3.7 1.C
2.8 77.€ 48.F
(40.0 232.7 117.2
13.2 (54.1) (12.9)
(6.1) (4.1) (2.
53.7 (30.9) (7.5
60.¢ (88.5) 33.])
$ 20.¢ $144.2 $ 84.1

(In Millions)

2009 2008 2007
$101.7 $ 250.¢ $133.3
(66.2) (101.7) (46.¢
(44.9) (6.5) (6.€)
(2.1) (0.7) (2.4)
(0.1) (6.9) (4.2
39.( (0.8) 13.C
(7.2) 9.6 (2.0
$ 20.¢ $144.c $ 84.1

We had a $39.0 million increase in the valuatidavednce of certain deferred tax assets. Of thistayb24.5 million relates to certain
foreign operating losses and $14.5 million relatesertain foreign assets where tax basis exceeuls lasis.

The components of income taxes for other than nairtg operations consisted of the following:

(In Millions)

2009 2008 2007

Discontinued operatior $ — $ — $ 0.2
Other comprehensive (income) lo

Minimum pension/OPEB liabilit (4.7 (99.9 20.1

Mark-to-market adjustment (12.9) (1.4 7.1

17.0 (101.%) 27.2

Paid in capita— stock based compensati 3.t (3.9 (4.3
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Significant components of our deferred tax assadsliabilities as of December 31, 2009 and 2008arfollows:

(In Millions)
2009 2008
Deferred tax asset

Pension: $114.% $114.¢
Postretirement benefits other than pens 75.C 77.¢
Alternative minimum tax credit carryforwan 74.2 67.€

Capital loss carryforwarc 1.2 —
Developmen 0.1 15.1
Asset retirement obligatior 27.1 22.¢
Operating loss carryforwart 112.¢ 11.1
Product inventorie 22.¢ 31.¢
Properties 16.2 39.4

Lease liabilities 36.2 —
Financial derivative — 33.t
Other liabilities 64.4 75.5
Total deferred tax assets before valuation allow: 544 ¢ 489.:
Deferred tax asset valuation allowal 89.4 17.€
Net deferred tax asse 455.C 471.7

Deferred tax liabilities

Properties 90.1 86.7
Investment in venture 143.¢ 102.¢

Intangible asset 13.1 —
Income tax uncertaintie 38.7 14.1
Other asset 26.€ 32.€
Total deferred tax liabilitie 312.¢ 236.(
Net deferred tax asse $142.¢ $235.7

The deferred tax amounts are classified on the®ts of Consolidated Financial Position as ctiwefong-term in accordance with
the asset or liability to which they relate. Foling is a summary:

(In Millions)
2009 2008
Deferred tax asset
United State!
Current $ 41.1 $ 28.C
Long-term 140.: 178.2
Total United State 181.¢ 206.2
Foreign
Current 21.C 23.¢
Long-term 10.€ 73.C
Total deferred tax asse 213.2 303.(C
Deferred tax liabilities
Foreign
Long-term 70.& 67.:
Total deferred tax liabilitie 70.& 67.2
Net deferred tax asse $142.¢ $235.%
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At December 31, 2009 and 2008, we had $74.3 milioth $67.6 million, respectively, of deferred tasets related to United States
alternative minimum tax credits that can be carfted/ard indefinitely.

We had gross United States federal, state andgforeet operating loss carry forwards of $149.3iamll $192.9 million and $206.0
million, respectively, at December 31, 2009. We ktade and foreign net operating loss carry foraattDecember 31, 2008 of $85.4 million
and $38.9 million, respectively. The federal netming loss expires in 2029. State net operatingds will begin to expire in 2022, and the
foreign net operating loss can be carried forwad®finitely.

Deferred tax assets before valuation allowance Beocember 31, 2009 and 2008 have been reduce@%¥ #illion and $17.6 millior
respectively, to amounts that are considered mbketytthan-not to be realized. At December 31, 2608valuation allowance maintained
against certain deferred tax assets increased by $7illion, of which $42.7 million primarily relas to tax basis greater than book basis on
certain foreign assets, and $24.3 million relabesetrtain foreign operating losses. Of the $71.anj $16.8 million was reflected through
goodwill.

At December 31, 2009, cumulative undistributed i@ of foreign subsidiaries included in consokdhtetained earnings amounted to
$487.5 million. These earnings are indefinitelnhugsted in international operations. Accordingly pmovision has been made for deferred
taxes related to a future repatriation of thesaiags, nor is it practicable to estimate the amadimbcome taxes that would have to be
provided if we were to conclude that such earnimijsbe remitted in the foreseeable future.

A reconciliation of the beginning and ending amoaininrecognized tax benefits is as follows:

(In Millions)

2009 2008
Unrecognized tax benefits balance as of Janu $53.7 $15.2
Increases for tax positions in prior ye 23.¢ 19.¢
Increases for tax positions in current y 2.t 24.¢
Increase (decrease) due to foreign exchi 4.7 (1.6
Settlement: (9.2 (4.7)
Lapses in statutes of limitatiol (0.4 —
Unrecognized tax benefits balance as of Decemb $75.2 $53.7

At December 31, 2009 and 2008, we had $75.2 milioch $53.7 million, respectively, of unrecognizad benefits recorded i@ther
liabilities on the Statements of Consolidated Financial Positfdhe $75.2 million were recognized, $74.2 ioill would impact the effective
tax rate. It is reasonably possible that unrecaghtax benefits will significantly decrease withiire next 12 months due to expected
settlements with the taxing authorities. An estemaitthe range of the possible change cannot s®nably determined at this time. We
recognized potential accrued interest and penalfi§8.4 million and $5.8 million related to unrgoized tax benefits in income tax expense
in 2009 and 2008, respectively. At December 319281fd 2008, we had $15.2 million and $11.6 milli@spectively, of accrued interest and
penalties related to the unrecognized tax benefitsrded irOther liabilitieson the Statements of Consolidated Financial Pasitio

Tax years that remain subject to examination asesy2007 and forward for the United States, 19%Bfarward for Canada, and 1994
and forward for Australia.
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NOTE 15 — CAPITAL STOCK
Common Shares
Public Offering

On May 19, 2009, we completed a public offeringpof common shares. The total number of sharesveasédl7.25 million, comprised
of a 15 million share offering and the exercisaofunderwriters’ oveallotment option to purchase an additional 2.28iomlcommon share
The common shares sold were out of treasury stukthe sale did not result in an increase in thelrer of shares authorized or the number
of shares issued. A registration statement reldtirigese securities was filed with and declaréelcéi’e by the SEC. Net proceeds at a price
of $21.00 per share were approximately $348 million

Dividends

On May 12, 2009, our board of directors enactefl pescent reduction in our quarterly common sharieleind to $0.04 from $0.0875
for the second and third quarters of 2009 in otdemhance financial flexibility. The $0.04 commsirare dividends were paid on June 1,
2009 and September 1, 2009 to shareholders ofdesoof May 22, 2009 and August 14, 2009, respelgtivn the fourth quarter of 2009, the
dividend was reinstated to its previous level.

Euronext Listing

In March 2009, we listed our common shares on téeBsional Compartment of NYSE Euronext Paris (dBext”). On March 31,
2009, the FrenchAutorité des marchés financief8MF) approved the prospectus and correspondingiptgd a visa number for admission of
our common shares to listing and trading on Eurbr@ur shares began trading on Euronext on Ap2089 under the symbol “CLRnd are
denominated in Euros on the Paris venue. The tistgg) does not result in changes to our capiraicsure, share count, or current stock-
listings and is intended to promote additional idify for investors as well as provide greater asc® our shares in Euro-zone markets and
currencies.

Preferred Stock

In January 2004, we completed an offering of $112ilson of redeemable cumulative convertible peuat preferred stock, without p
value, issued at $1,000 per share. The preferostt glaid quarterly cash dividends at a rate of @%ent per annum, had a liquidation
preference of $1,000 per share and was conveititdeour common shares at an adjusted rate of $38.00mmon shares per share of
preferred stock.

The preferred stock is classified for accountingppses as “temporary equity” reflecting certainyismns of the agreement that could,
under remote circumstances (the delisting of outroon stock on a U.S. national securities exchanggiotation thereof in an inter-dealer
guotation system of any registered U.S. nationalisiées association), require us to redeem thé&emed stock for cash. If we were in a
default in the payment of six quarterly dividendstbe preferred stock, the holders of the prefestedk would thereafter be entitled to elect
two directors until all accrued and unpaid dividemeere paid.

On January 13, 2009, we announced that the trgating condition for the conversion right of our 3f2ercent redeemable cumulative
convertible perpetual preferred stock had beesfsadiand, as a result, holders could surrendér shares for conversion at any time. The
trading price condition for the preferred shares watisfied because the closing share price of@mmon shares for at least 20 of the last 30
trading days of the fiscal 2008 fourth quarter extasl 110 percent of the then applicable conversioe of the preferred stock. The prefer
stock was also convertible during each of the evil6 fiscal quarters due to the satisfactiomefttading price condition during the
applicable periods of the relevant preceding fisgedrters.
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In addition to announcing the convertibility of thleares, on January 13, 2009, we also providecketiéred notice of our intent to
redeem the 205 convertible preferred shares thadireed outstanding at December 31, 2008. As atréslters of the preferred stock could
elect to convert their shares in lieu of havingthredeemed, provided that surrender for conversiaurred on or prior to February 11, 2009.
The conversion rate of 133.0646 common shareshzee ©f preferred stock equates to a conversiae fi approximately $7.52 per comn
share, subject to adjustment in certain circumstsniocluding payment of dividends on the commaresh

As of February 11, 2009, all remaining preferredreb had been converted to 27,278 common shaaesoatversion rate of 133.0646.
Total common shares were issued out of treasury.

Shareholder Rights Plan

On October 8, 2008, our Board of Directors adotstiareholder rights plan. Under the rights plaa rights initially trade together
with the common shares and are not exercisablbelabsence of further action by our Board of Doex; the rights will become exercisable
and allow the holder to acquire common sharesd&aunted price if a person or group acquireset@gnt or more of the outstanding
common shares (or any additional common shardwigdse of a person or group that already benkficians 10 percent or more of our
outstanding common shares on October 13, 2008puwiittihe prior approval of our Board of DirectorsgiiRs held by persons who exceed the
applicable threshold will be void. Under certaircamstances, the rights will entitle the holdebty shares in an acquiring entity at a
discounted price.

The rights plan also includes an exchange optiogeheral, after the rights become exercisableBoard of Directors may, at its
option, effect an exchange of part or all of thghts (other than rights that have become void)ratia of one common share for each right,
subject to adjustment in certain circumstances.righds are redeemable at any time prior to the tilat they become exercisable for $0.001
per right, subject to adjustment in certain circtanses. Unless earlier amended, redeemed or exethating rights will expire on October 29,
2011.

The issuance of the rights was not a taxable ederts not affect our reported financial conditiomesults of operations, including our
earnings per share, and does not change the mianmbich our common shares are currently traded.
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NOTE 16 — ACCUMULATED OTHER COMPREHENSIVE LOSS

The components diccumulated other comprehensive lasthin Cliffs shareholders’ equity and related &ffects allocated to each are
shown below as of December 31, 2009, 2008 and 2007:

(In Millions)
Tax After- tax
Pre-tax Benefit
Amount (Provision) Amount
As of December 31, 200
Postretirement benefit liabilit $(192.5) $ 37.7 $(154.¢)
Foreign currency translation adjustme 96.t — 96.5
Unrealized net gain on derivative financial instents 26.7 (8.0 18.7
Unrealized loss on interest rate sv (1.9 0.t (0.€
Unrealized gain on securiti 15.7 (5.9 10.Z
$ (55.0 $ 241 $ (30.9
As of December 31, 200
Postretirement benefit liabilit $(480.¢) $ 137.t $(343.9)
Foreign currency translation adjustme (68.6) — (68.€)
Unrealized net gain on derivative financial instents 27.: (8.2 19.1
Unrealized loss on interest rate sv (2.6) 0.€ 1.7
Unrealized loss on securiti (0.2 0.1 0.7
$(524.9) $ 130.: $(394.6)
As of December 31, 200¢
Postretirement benefit liability $(451.9) $ 132.¢ $(319.7)
Foreign currency translation adjustments 163.1 — 163.1
Unrealized net gain on derivative financial instrunents 5.7 1.7 4.C
Unrealized gain on securities 43.1 (13.9) 29.2

$(240.0 $ 117. $(122.6)

The following table reflects the changesfiocumulated other comprehensive losated to Cliffs shareholders’ equity for 2009020
and 2007:

(In Millions)
Unrealized
Unrealized Unrealized Net Gain Accumulated
Postretirement Adoption (Loss) on Other
of Certain Net Gain Foreign (Loss) on Derivative Comprehensive
Benefit Provisions (Loss) on Currency Interest Financial
Liability of ASC 71t Securities Translation Rate Swag Instruments Gain (Loss)
Balance December 31, 20 $ 829 $ (110.9) $ 9.€ $ 9.€ $ — $ %5 $ (169.9
Change during 200 (71.9) 110.7 0.€ 86.¢ (0.9 14.2 139.€
Balance December 31, 20 (154.9) — 10.z 96.t (0.9 18.7 (30.9)
Change during 200 (188.5) — (10.9) (165.1) (0.9) 0.4 (364.7)
Balance December 31, 20C (343.9 — (0.2) (68.€) .7 19.1 (394.¢)
Change during 2009 24.2 — 29.E 231.7 1.7 (15.1) 272.(
Balance December 31, 2009 $ (B19) $ — $ 29./ $ 163.1 $ — $ 4.C $ (122.6)
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NOTE 17 — EARNINGS PER SHARE
The following table summarizes the computationadib and diluted earnings per share attributab@ités shareholders:

(In Millions, Except per Share)

2009 2008 2007
Per Per Per
Amount Share Amount Share Amount Share
Income from continuing operations attributable téf€shareholder: $ 205.1 $1.64 $ 515.¢ $5.0¢€ $ 269.¢ $3.2F
Preferred dividend — — (1.7) (.01) (5.2 (.0€)
Income from continuing operations attributable tdf€common
shareholder 205.1 1.64 514.7 5.07 264.¢ 3.1¢
Discontinued operatior — — — — 0.2 —
Income attributable to Cliffs common shareholders
— basic 205.1 $1.64 514.7 $5.07 264.¢ $3.1¢
Dilutive effect preferred dividen — 1.1 5.2
Income attributable to Cliffs common shareholddus mssumed
conversion— diluted $ 205.1 $1.65 $ 515 $4.7¢€ $ 270.( $2.51
Average number of shares (in thousar
Basic 124,99¢ 101,47: 82,98¢
Employee stock plar 753 1,48t 52¢
Convertible preferred stoc — 5,332 21,51(
Diluted 125,75: 108,28t 105,02¢

NOTE 18 — COMMITMENTS AND CONTINGENCIES

We have total contractual obligations and bindiagmmitments of approximately $2.7 billion as of Dexteer 31, 2009 compared with
$2.5 billion as of December 31, 2008, primarilyatetl to purchase commitments, principal and intgr@gments on long-term debt, lease
obligations, pension and OPEB funding minimums, auite closure obligations. Such future commitméoial $661.0 million in 2010,
$314.9 million in 2011, $429.7 million in 2012, $1@ million in 2013, $183.4 million in 2014 and 59 million thereafter.

Purchase Commitments

In 2008, we incurred a capital commitment for thiechase of a new longwall plow system for our Paeanine in West Virginia. The
system, which requires a capital investment of axprately $83 million, will replace the current pmall plow system in an effort to reduce
maintenance costs and increase production at the.As of December 31, 2009, capital expenditueksted to this purchase were
approximately $29 million. Remaining expendituréspproximately $40 million and $14 million are scluled to be made in 2010 and 2011,
respectively, based upon revised payment and dglieems negotiated with the supplier.

Contingencies
Litigation
We are currently a party to various claims andllegaceedings incidental to our operations. If mgamaent believes that a loss arising

from these matters is probable and can reasonabfgtimated, we record the amount of the los$ieomtinimum estimated liability when the
loss is estimated using a range, and no
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point within the range is more probable than anothe additional information becomes available, pojential liability related to these
matters is assessed and the estimates are relfisedessary. Based on currently available inforomtmanagement believes that the ultimate
outcome of these matters, individually and in thgragate, will not have a material adverse effecbar financial position or results of
operations. However, litigation is subject to indr@runcertainties, and unfavorable rulings coulclilocAn unfavorable ruling could include
monetary damages or an injunction. If an unfavaabling were to occur, there exists the possjbdita material adverse impact on the
financial position and results of operations of pleeiod in which the ruling occurs, or future pelsoHowever, we believe that any pending
litigation will not result in a material liabilitin relation to our consolidated financial staterse®efer to Part 1 — ltem Begal Proceedings
for additional information.

Environmental Matters

We had environmental liabilities of $14.5 millionca$16.4 million at December 31, 2009 and 2008aetyely, including obligations
for known environmental remediation exposures iva@and closed mining operations and other sithese amounts have been recognized
based on the estimated cost of investigation amed@tion at each site, and include site studiesigth and implementation of remediation
plans, legal and consulting fees, and post-remiediatonitoring and related activities. If the coah only be estimated as a range of possible
amounts with no specific amount being more likéig minimum of the range is accrued. Future exparel are not discounted unless the
amount and timing of the cash disbursements adlydaown. Potential insurance recoveries havelsan reflected. Additional
environmental obligations could be incurred, thieekof which cannot be assessed. The amount afltorate liability with respect to these
matters may be affected by several uncertainti@sgpily the ultimate cost of required remediatammd the extent to which other responsible
parties contribute. Refer to NOTE 11 — ENVIRONMENTIAND MINE CLOSURE OBLIGATIONS for further informadn.

Tax Matters

The calculation of our tax liabilities involves dieg with uncertainties in the application of corepltax regulations. We recognize
liabilities for anticipated tax audit issues basedour estimate of whether, and the extent to whadditional taxes will be due. If we
ultimately determine that payment of these amoisniminecessary, we reverse the liability and reizega tax benefit during the period in
which we determine that the liability is no longmrcessary. We also recognize tax benefits to ttenethat it is more likely than not that our
positions will be sustained when challenged bytéixéng authorities. To the extent we prevail in e for which liabilities have been
established, or are required to pay amounts inssxctour liabilities, our effective tax rate iga&en period could be materially affected. An
unfavorable tax settlement would require use ofaash and result in an increase in our effectixedte in the year of resolution. A favorable
tax settlement would be recognized as a reductiaui effective tax rate in the year of resolution.

Guarantees

We are party to financing arrangements under whvielissue guarantees on behalf of certain of ouonswidated subsidiaries. In the
event of non-payment, we are obligated to make gaytm accordance with the provisions of the gu@arrangement. At December 31,
2009 and 2008, Amapa had total project debt oudstgrof approximately $530 million and $493 millioespectively. We have provided
several guarantees on our 30 percent share obtdledebt outstanding, or $160 million and $148ioml, at December 31, 2009 and 2008,
respectively. Our estimate of the aggregate fdirevaf the outstanding guarantees is $6.7 millismaDecember 31, 2009 and 2008, which is
reflected inOther Liabilitieson the Statements of Consolidated Financial Pasifibie fair value was estimated using a discoucéesth flow
model based upon the spread between guaranteetbamggiaranteed debt over the period the debt is exppe¢atbe outstanding. Should we
required to pay any portion of the total amounthef loans we have guaranteed, we could attempgctover some or all of that amount from
guaranteed parties. We hold no collateral in retspethe guarantees.
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Amapa is currently in violation of certain operatiand financial loan covenants contained in the dgkeements. However, Amapa and
its lenders have agreed to waive these covenamisgh May 31, 2010 related to the remaining deltanding. If Amapa is unable to either
renegotiate the terms of the debt agreements airohitrther extension of the compliance waiverslation of the operating and financial Ic
covenants may result in the lenders calling the,dbbreby requiring us to recognize and repaysbare of the debt in accordance with the
provisions of the guarantee arrangement.

NOTE 19 — CASH FLOW INFORMATION

A reconciliation of capital additions to cash p#id capital expenditures for the years ended Deezr@h, 2009, 2008 and 2007 is as
follows:

(In Millions)
2009 2008 2007
Capital addition: $168.2 $232.¢ $235.1
Cash paid for capital expenditu 116.: 182.t 199.t
Difference $ 51.¢ $ 50.1 $ 35.€
Nor-cash accrual $ 3.C $ 25.7 $ 4.7
Capital lease 48.€ 24.L 30.€
Total $ 51.¢ $ 50.1 $ 35.€
Cash payments for interest and income taxes in,2Z80® and 2007 are as follows:
(In_Millions)
2009 2008 2007
Taxes paid on incomr $64.¢ $175.5 $123.¢
Interest paid on debt obligatio 25.2 26.2 16.€

NOTE 20 — RELATED PARTIES

We co-own four of our six North American iron orénes with various joint venture partners that ategrated steel producers or their
subsidiaries. We are the manager of each of thesnire co-own and rely on our joint venture partb@rsake their required capital
contributions and to pay for their share of th@iose pellets that we produce. The joint ventumengais are also our customers. The following
is a summary of the mine ownership of these foutttNAmerican iron ore mines at December 31, 2009:

Percent ownership

Cliffs Natural U. S. Stee
Mine Resources ArcelorMittal Canada
Empire 79.C 21.C —
Tilden 85.(C — 15.C
Hibbing 23.C 62.5 14.7
Wabush (1 26.€ 28.€ 44.€

(1) On October 12, 2009, we exercised our rigtiref refusal to acquire U.S. Steel Canada’s 4¢&ent interest and ArcelorMittal
Dofasco’s 28.6 percent interest in Wabush, themetrieasing our ownership stake in Wabush Mineg)tbdercent. Ownership transfer
to Cliffs was completed on February 1, 2010. R&eOTE 5— ACQUISTIONS & OTHER INVESTMENTS for further inforntian.

ArcelorMittal has a unilateral right to put its émést in the Empire Mine to us, but has not exectthis right to date.
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Product revenues to related parties were as follows

(In Millions)
2009 2008 2007
Product revenues to related par $ 593.¢ $1,020.! $ 754.:
Total product revenue 2,216.: 3,294.¢ 1,997.:
Related party product revenue as a percent of potaluct revenu 26.8% 31.(% 37.8%

Accounts receivable from related parties were $ilBon and $2.9 million at December 31, 2009 a0, respectively.

In 2002, we entered into an agreement with Ispatrgstructured the ownership of the Empire mirgtinoreased our ownership from
46.7 percent to 79 percent in exchange for assompfiall mine liabilities. Under the terms of thgreement, we indemnified Ispat from
obligations of Empire in exchange for certain fetpayments to Empire and to us by Ispat of $120l®m recorded at a present value of
$38.3 million and $43.2 million at December 31, 2@Mhd 2008, respectively. Of these amounts, $28l®mand $33.2 million were
classified ag.ong-term receivablat December 31, 2009 and 2008, respectively, withbalances current, over the 12-year life of thpply
agreement.

Supply agreements with one of our customers incprdeisions for supplemental revenue or refundetas the customer’s annual
steel pricing for the year the product is consuinetie customer’s blast furnace. The supplementeing is characterized as an embedded
derivative. Refer to NOTE 3 — DERIVATIVE INSTRUMENSTAND HEDGING ACTIVITIES for further information.

NOTE 21 — SUBSEQUENT EVENTS
Freewest Acquisitio

On January 25, 2010, we obtained shareholder appracquire all of the outstanding shares of west for C$1.00 per share, court
approval was received on January 26, 2010, anttaheaction closed on January 27, 2010. We issig@D0 of our common shares for each
Freewest share, a total of 4.2 million common shaepresenting total purchase consideration afceqapately $174 million.

Wabush Acquisition

On January 26, 2010, we obtained the remainingla&my approvals required to obtain full ownersbfpabush. Ownership transfer
Cliffs of U.S. Steel Canada’s 44.6 percent inteagst ArcelorMittal Dofasco’s 28.6 percent interiestVabush was completed on February 1,
2010. Total purchase consideration for the acdorsivas approximately $88 million, subject to certaorking capital adjustments.
Ratification of New Labor Agreement at Wab

In February 2010, we entered into a new fjgar labor agreement with the USW for our Wabushemihe agreement provides for a
percent increase in labor costs over the five-y&@n of the agreement, inclusive of benefits.

We have evaluated subsequent events through Fgl&8a2010, which represents the date of finarstelement issuance.
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NOTE 22 — QUARTERLY RESULTS OF OPERATIONS (UNAUDITE D)
The sum of quarterly EPS may not equal EPS foyéa due to discrete quarterly calculations.

(In Millions, Except Per Common Share)

2009
Quarters
First Second Third Fourth Year
Revenues from product sales and serv $464.¢ $ 390. $ 666.2 $820.f $2,342.(
Sales margil 42 .4 (11.7) 103.2 175.( 308.¢
Income (Loss) attributable to Cliffs before ext@ioary gain and cumulative
effect of accounting chan (7.4 45.5 58.¢ 108.2 205.1
Net income (loss) attributable to Cliffs sharehod (7.9 45.t 58.¢ 108.2 205.1
Earnings (Loss) per common share attributable iffis@Ghareholders
Basic $(0.07) $ 0.3€ $ 04t $08: $ 164
Diluted (0.07) 0.3¢€ 0.4t 0.82 1.6
2008
Quarters
First Seconc Third Fourth Year
Revenues from product sales and serv $494.¢ $1,008.¢ $1,189.7 $916.«  $3,609.:
Sales margil 82.4 426.: 365.( 286.( 1,159.°
Income attributable to Cliffs before extraording@in and cumulative effect ¢
accounting chang 16.7 270.2 174.¢ 54.C 515.¢
Net income attributable to Cliffs sharehold 16.7 270.2 174.¢ 54.C 515.¢
Earnings per common share attributable to Clifiereholders
Basic $ 0.1¢ $ 2.7¢ $ 167 $048 $ 5.07
Diluted 0.1¢€ 2.57 1.61 0.47 4.7€

In the fourth quarter of 2008, we had certain necurring items which had a material impact on thartgrly results. In particular, on
November 17, 2008, we announced the terminatidheoflefinitive merger agreement with Alpha Natiakources, Inc., under which
would have acquired all outstanding shares of Alffzesed upon the macroeconomic environment in 2008srtainty in the steel industry,
shareholder dynamics, and the risks and coststefifial litigation, both our Board of Directors aAtpha’s Board of Directors determined
that termination of the merger agreement was irbttet interest of its equity holders. Under thengeof the settlement agreement, we were
required to pay Alpha a $70 million termination,feénich was financed through our revolving creditifity and paid in November 2008. A
result, $90.1 million in termination fees and asamd acquisition costs were expensed thradDdter Operating Income (Expens®) the
Statement of Consolidated Operations in the fogutirter of 2008 upon termination of the definitimerger agreement.

Additionally, in the fourth quarter of 2008, we oeded impairment charges of $25.1 milliondther income (expensei the Statement
of Consolidated Operations related to declinefiinfair value of our available-for-sale securitidsch we concluded were other than
temporary. As of December 31, 2008, our investmenBolyMet and Golden West had fair values totai6.2 million and $4.7 million,
respectively, compared with a cost of $14.2 millord $21.8 million, respectively. The severity kg impairments in relation to the carrying
amounts of the individual investments was consistgtih the macroeconomic market and industry dgwelents during 2008. However, we
evaluated the near-term prospects of the issuageddtion to the severity and rapid decline infiie value of each of these investments, and
based upon that evaluation, we could not reasoredgrt that the impairment period would be temygeeimarily as a result of the global
economic crisis and the corresponding uncertaimti¢ise market.
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
Cliffs Natural Resources Inc.
Cleveland, Ohio

We have audited the internal control over financéglorting of Cliffs Natural Resources Inc. andsdiaries (the “Company”) as of
December 31, 2009, based on criteria establishédémal Control — Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Camijsamanagement is responsible for maintainingotiffe internal control over
financial reporting and for its assessment of fifirecéiveness of internal control over financial oefing, included in the accompanying
Managemer's Report on Internal Controls Over Financial Repog . Our responsibility is to express an opinion om @ompany’s internal
control over financial reporting based on our audit

We conducted our audit in accordance with the staddof the Public Company Accounting Oversightri8q@nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethetigiaénternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed by, or under the supenvidi the company’s principal
executive and principal financial officers, or pgmrs performing similar functions, and effected g tompany’s board of directors,
management, and other personnel to provide realasturance regarding the reliability of financ&dorting and the preparation of
financial statements for external purposes in atmare with generally accepted accounting princigdesompany’s internal control over
financial reporting includes those policies andcgdures that (1) pertain to the maintenance ofrdscihat, in reasonable detail, accurately
and fairly reflect the transactions and disposgiofithe assets of the company; (2) provide redsersssurance that transactions are recordec
as necessary to permit preparation of financiakstants in accordance with generally accepted atcmuprinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management anedtdirs of the company; and
(3) provide reasonable assurance regarding preveatitimely detection of unauthorized acquisitiose, or disposition of the company’s
assets that could have a material effect on tteméial statements.

Because of the inherent limitations of internaltcohover financial reporting, including the possti of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventatbtacted on a timely basis. Also,
projections of any evaluation of the effectivenekthe internal control over financial reportingftdure periods are subject to the risk that the
controls may become inadequate because of chamgesdlitions, or that the degree of compliance Withpolicies or procedures may
deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting as of December 31,
2009, based on the criteria establishebhtarnal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatidns
the Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated financial statements and financidkstant schedule as of and for the year ended Demredibh 2009 of the Company and our
report dated February 18, 2010 expressed an ufigdadipinion on those financial statements andrfoia statement schedule.

/s DELOITTE & TOUCHE LLP

Cleveland, Ohio
February 18, 2010
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
Cliffs Natural Resources Inc.
Cleveland, Ohio

We have audited the accompanying statements obtidated financial position of Cliffs Natural Resoas Inc. and subsidiaries (the
“Company”) as of December 31, 2009 and 2008, aaddlated statements of consolidated operatioss$, ftews, and changes in equity for
each of the three years in the period ended Dece8ih@009. Our audits also included the finansiatement schedule listed in the Index at
Item 15. These financial statements and finant#ément schedule are the responsibility of the @omg’'s management. Our responsibilit
to express an opinion on the financial statememdsfimancial statement schedule based on our audits

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptesused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of Cliffs Natural
Resources Inc. and subsidiaries as of Decemb&08B, and 2008, and the results of their operatiowktheir cash flows for each of the three
years in the period ended December 31, 2009, ifocmity with accounting principles generally acasgin the United States of Americ
Also, in our opinion, such financial statement siile, when considered in relation to the basic clitiated financial statements taken as a
whole, presents fairly, in all material respedig, information set forth therein.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
Company’s internal control over financial reportiag of December 31, 2009, based on the critersbksttied innternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatidrise Treadway Commission and our report datdmisey 18, 2010
expressed an unqualified opinion on the Compamg&ymal control over financial reporting.

/s DELOITTE & TOUCHE LLP

Cleveland, Ohio
February 18, 2010
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Item 9. Changes in and Disagreements with Accountants orcéanting and Financial Disclosure
None.

Item 9A. Controls and Procedures

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivdaetdisclosed in our Exchange ,
reports is recorded, processed, summarized andteelpwithin the time periods specified in the SERikes and forms, and that such
information is accumulated and communicated torsanagement, including our Chief Executive Officed £hief Financial Officer, as
appropriate, to allow timely decisions regardinguieed disclosure based solely on the definitiotdigclosure controls and procedures” in
Rule 13a-15(e) promulgated under the ExchangelAdesigning and evaluating the disclosure contals procedures, management
recognized that any controls and procedures, ntemadw well designed and operated, can providg mdsonable assurance of achieving
the desired control objectives, and managementssadty was required to apply its judgment in eatihg the cost-benefit relationship of
possible controls and procedures.

As of the end of the period covered by this repeg,carried out an evaluation under the superviaimhwith the participation of our
management, including our Chief Executive Officed @ur Chief Financial Officer, of the effectivesaxf the design and operation of our
disclosure controls and procedures. Based on tiegding, our Chief Executive Officer and Chief Fingl Officer concluded that our
disclosure controls and procedures were effectitkeareasonable assurance level.
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Management’s Report on Internal Controls Over Finarcial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finaha@orting as such term is defin
under Rule 13a-15(f) promulgated under Sezurities Exchange Act of 1934s amended.

Internal control over financial reporting is a pess designed to provide reasonable assurance iregtrd reliability of financial
reporting and the preparation of the Company’s clthsted financial statements for external purpasesccordance with generally accepted
accounting principles.

Internal control over financial reporting includb®se policies and procedures that (i) pertaitnéomaintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseo€timpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgkeenpreparation of the consolidated financiatetents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the Company are being madeinrdgcordance with appropriate
authorizations of management and directors of th@@any, and (iii) provide reasonable assurancedagaprevention or timely detection
unauthorized acquisition, use or disposition of@menpany’s assets that could have a material effethe consolidated financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

Management conducted an assessment of the Compatgyizal control over financial reporting as ofd@enber 31, 2009 using the
framework specified ifnternal Control — Integrated Frameworlpublished by the Committee of Sponsoring Orgditra of the Treadway
Commission. Based on such assessment, managenserdrfduded that the Company’s internal controk dvencial reporting was effective
as of December 31, 2009.

The effectiveness of the Company’s internal contk@r financial reporting as of December 31, 2089 lbeen audited by Deloitte &
Touche LLP, an independent registered public acogifirm, as stated in their report that appeanse.

February 18, 2010

Changes in Internal Control Over Financial Reporting

There have been no changes in our internal coowrel financial reporting, as defined in Rules 13¢Pland 15d-15(f) under the
Securities Exchange Act of 1934s amended, during the quarter ended Decemb@089,that materially affected, or are reasonakbty to
materially affect, our internal control over finaaaeporting.

Item 9B.  Other Information.
None.
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PART IlI

Item 10.  Directors, Executive Officers and Corporate Govenee.

The information required to be furnished by thenitwill be set forth in our definitive Proxy Statent to Security Holders under the
headings “Information Concerning Directors and Noaais”, “Section 16(a) Beneficial Ownership Repariimd Compliance”, “Business
Ethics Policy”, “Board of Directors and Board Contieés — Audit Committee”, and “Agreements and Taatisns” and is incorporated
herein by reference and made a part hereof frorPtbry Statement. The information regarding exeeubifficers required by this Item is set
forth in Part | hereof under the heading “Executdféicers of the Registrantihich information is incorporated herein by referermnd mad
a part hereof.

ltem 11.  Executive Compensatior

The information required to be furnished by thestwill be set forth in our definitive Proxy Statemt to Security Holders under the
headings “Executive Compensation”, “Directors’ Cangpation”, “Compensation Committee Interlocks amgider Participation” and
“Compensation Committee Report” and is incorpordtteckin by reference and made a part hereof frenPtbxy Statement.

Item 12.  Security Ownership of Certain Beneficial Owners alMBnagement and Related Stockholder Matte

EQUITY COMPENSATION PLAN INFORMATION

The table below sets forth certain information relgay the following equity compensation plans a®etember 31, 2009: the 1992 I
Plan, the 2007 ICE Plan, the MPI Plan, the EMPhRIad the Mine Performance Bonus Plan, which wer tefas the Mine Plan, the VNQI
Plan and the Directors’ Plan. Only the 1992 ICEnPthe 2007 ICE Plan, the Directors’ Plan and tMPEPlan have been approved by
shareholders.

Number of securities

Number of e :
securities to be Weighted- remaining available for
issued upon average exercise
exercise of price of future issuance under
outstanding outstanding equity compensation
options, warrants options, warrants plans (excluding
securities reflected in
Plan category and rights and rights column(a))
. . . @) (®) ©
Equity compensation plans approved by security
holders 1,113,84(1) N/A 1,604,86((2)
Equity compensation plans not approved by security
holders — N/A (3)

(1) Includes 823,393 performance share awards lfidchwissuance is dependent upon meeting certaforpgaince targets, and 323,021
restricted awards for which issuance is based apiner-year vesting perioc

(2) Includes 1,458,438 common shares remainindabtaiunder the 2007 ICE Plan, which authorizesGbmpensation Committee to
make awards of option rights, restricted shareferdid shares, performance shares and performanitse and 146,428 common shares
remaining available under the Directors’ Plan, ahacithorizes the award of restricted shares, wiviehefer to as the annual equity
grant, to Directors upon their election or re-atatto the Board at the annual meeting and provijébat the Directors are required to
take $20,000 of the annual retainer in common shaméess they meet the Director share ownershigetjnes, and (ii) may take up to
100 percent of their retainer and other fees inmmomshares

(3) The MPI Plan, the Mine Plan, and the VNQDC Riaovide for the issuance of common shares, butad@rovide for a specific amount
available under the plans. Descriptions of thosaphre set forth belo
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MPI Plan

The Management Performance Incentive Plan, knowthea® Pl Plan, provides an opportunity for eleadéficers and other
management employees to earn annual cash bonumassds may also be paid in common shares. Ceddiicipants in the MPI Plan may
elect to defer all or a portion of such bonus ihi® VNQDC Plan. Each year the participants undeMP| Plan must make their cash bonus
deferral election by December 31 of the year padhe year in which the bonus is earned. A furtiection to exchange this bonus into
shares may be made before payment of the bonusna¢ @elected by the Chief Executive Officer. \eer to these exchanged shares as
bonus exchange shares. These participants maglalsioat this time to have dividends credited wétbpect to the bonus exchange shares,
either credited in additional deferred common shadeferred in cash or paid out in cash in aservice compensation distribution. In orde
encourage elections to be credited with deferredneon shares, the participants in the MPI Plan, elkot to have their cash bonuses crec
to an account with bonus exchange shares, wiltbdited with restricted deferred common sharelénamount of 25 percent of the bonus
exchange shares, which we refer to as bonus mhatrks These participants must comply with the eympént and non-distribution
requirements for the bonus exchange shares duffing-gear period for the bonus match shares t@becvested and nonforfeitable.

Mine Plan

The Mine Plan provides an opportunity for senioneninanagers to earn cash bonuses. Bonuses eaderdhm Mine Plan are
determined and paid quarterly to the participa@estain participants may elect to defer all or pértheir quarterly cash bonuses under the
VNQDC Plan. Participants in the Mine Plan may fartklect to have his or her deferred cash bonukteceto an account with deferred
common shares. Each year participants under the Blian must make their bonus exchange sharescelétr the four quarters of that ye:
Such elections must be made by December 31 ofagheprior to the year in which the quarterly borsuae earned. As with the participants
electing bonus exchange shares under the MPI phatticipants under the Mine Plan electing bonusarge shares will receive or be
credited with restricted bonus match shares innaoumt of 25 percent of the bonus exchange shatésthd same five-year vesting period.

VNQDC Plan

The VNQDC Plan was originally adopted by the Boafr@®irectors to provide certain key managementlaigtily compensated
employees of ours or our selected affiliates whi dpportunity to defer receipt of a portion ofitliegular compensation in order to defer
taxation of these amounts. The VNQDC Plan also gemeferral of bonus awards under the MPI Pla@,BEMPI Plan, the Mine Plan, and
Performance Shares (awarded under the 1992 ICEaR&2007 ICE Plan). In addition, the VNQDC Plantains the Management Share
Acquisition Program, or (“MSAP”), whose purposeadgprovide designated management employees witbghertunity to acquire deferred
interests in common shares through deferral of thaiuses. The VNQDC Plan also contains the Offgteare Acquisition Program, or
(“OSAP”), which permits elected officers who hava met the requirements of our Share Ownership €inigls, to acquire deferred interests
in common shares with compensation previously dediein cash under the VNQDC Plan. When participantee MPI Plan, the Mine Plan
or the MSAP or OSAP elect to have accounts crediftll deferred common shares under the VNQDC Rlay, receive a match equal to 25
percent of the value of the deferred common shhadss credited by us to the accounts of partitipa

Item 13.  Certain Relationships and Related Transactions, abutector Independence.
The information required to be furnished by thenitwill be set forth in our definitive Proxy Statent to Security Holders under the
heading “Director Independence” and is incorpordtteckin by reference and made a part hereof frenfPtbxy Statement.
ltem 14.  Accountant Fees and Service
Principal

The information required to be furnished by thesmtwill be set forth in our definitive Proxy Statemt to Security Holders under the
heading “Ratification of Independent RegisteredIeuliccounting Firm” and is incorporated hereinit@ference and made a part hereof from
the Proxy Statement.
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PART IV

Item 15.  Financial Statement Schedules and Reports on ForrK3
Exhibits,

(a)(1) and (2) — List of Financial Statements aimhRcial Statement Schedules.

The following consolidated financial statement<tiffs Natural Resources Inc. are included at I&above:

Statements of Consolidated Financial Position —dbdwer 31, 2009 and 2008

Statements of Consolidated Operations — Years ebDdedmber 31, 2009, 2008 and 2007

Statements of Consolidated Cash Flows — Years ebéedmber 31, 2009, 2008 and 2007

Statements of Consolidated Changes in Equity — & eaded December 31, 2009, 2008 and 2007

Notes to Consolidated Financial Statements

The following consolidated financial statement sitiie of Cliffs Natural Resources Inc. is includesidin in Item 15(d) and attached as
Exhibit 99(a):

Schedule Il — Valuation and Qualifying Accounts

All other schedules for which provision is madetia applicable accounting regulation of the Semsiand Exchange Commission are

not required under the related instructions orimaeplicable, and therefore have been omitted.
(3) List of Exhibits — Refer to Exhibit Index onges 162-171, which is incorporated herein by refege
(c) Exhibits listed in Item 15(a)(3) above are immarated herein by reference.
(d) The schedule listed above in Item 15(a)(1) @ds attached as Exhibit 99(a) and incorporateeim by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 of #mufties Exchange Act of 1934, the Registrantchdg caused this report to be sigr
on its behalf by the undersigned, thereunto duth@nzed.

CLIFFS NATURAL RESOURCES INC

By: /si TERRANCE M. PARADIE
Name: Terrance M. Paradi
Title:  Vice Presiden— Corporate Controller an
Chief Accounting Office

Date: February 18, 2010

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bbélpthe following persons on
behalf of the Registrant and in the capacities@nthe dates indicated.

Signatures Title. Date
/s/ J. CARRABBA Chairman, President and Chief February 18, 2010
J. Carrabba Executive Officer and Director

(Principal Executive Officer

/s/ L.BRLAS Executive Vice President and February 18, 2010
L. Brlas Chief Financial Officer
(Principal Financial Officer
* Director February 18, 2010
R. C. Cambre
* Director February 18, 2010
S. M. Cunninghan
* Director February 18, 2010
B. J. Eldridge
* Director February 18, 2010
S. M. Greer
* Director February 18, 2010
J. K. Henry
* Director February 18, 2010
J. D. Ireland, Il
* Director February 18, 2010
F. R. McAllister
* Director February 18, 2010
R. Phillips
* Director February 18, 2010
R. K. Riedere
* Director February 18, 2010
A. Schwartz

* The undersigned, by signing his name hereto, dagsand execute this Annual Report on Form 1Q4kspant to a Power of Attorney
executed on behalf of the abrindicated officers and directors of the registramd filed herewith as Exhibit 24 on behalf of tegistrant.

By: /s/ L. Brlas
(L. Brlas, as Attorne-in-Fact)
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EXHIBIT INDEX

All documents referenced below were filed pursuaribhe Securities Exchange Act of 1934 by CliffaiMal Resources Inc., file numk
1-09844, unless otherwise indicated.

Exhibit

Number

2(a)

2(b)

2(c)

3(@)

3(b)

3(c)

3(d)

3(e)

3(f)

3(9)

Pagination by
Sequential
Numbering System

Plan of acquisition, reorganization, arrangement,ifjuidation or successior

# Share Purchase Agreement by and among Cliffsnatienal Lux IV Sarl, Centennial Asset Mining Not Applicable
Fund LLC, Eike Fuhrken Batista, and, for limitedposes, MMX Mineragéo e Metalicos S.A. dated

December 12, 2006 (filed as Exhibit 2(a) to FornKLOf Cliffs on May 25, 2007 and incorporated by

reference’

# Unit Purchase Agreement by and among Clevelaifts @ic and PinnOak Resources, LLC, The Regent Not Applicable
Investment Company, L.P., Questor Partners FurldPl,, Questor Side-by-Side Partners Il, L.P., Qares

Side-by-Side Partners 1l 3(c)1, L.P., Questor Rastirund Il AIV4, LLC, Questor General Partner Il, L

and PinnOak Resources Employee Equity Incentive, RlaC dated June 14, 2007 (filed as Exhibit 2¢e

Form 1(-Q of Cliffs on August 3, 2007 and incorporated bference

# Purchase and Sale Agreement by and among CIiffsGJHolding LLC, Cleveland-Cliffs Inc., United Not Applicable
Mining Co., Ltd., and Laiwu Steel Group Ltd. datkdy 11, 2008 (filed as Exhibit 2(a) to Form 10-QQ o
Cliffs on July 31, 2008 and incorporated by refem

Articles of Incorporation and By-Laws of Cliffs Natural Resources Inc.

Regulations of Cleveland-Cliffs Inc. (filed as Ehi3(b) to Form 1X of Cliffs filed on February 2, 200 Not Applicable
and incorporated by referenc

Amended Articles of Incorporation of Cleveland-@&ifnc as filed with the Secretary of State of 8iate Not Applicable
of Ohio on January 20, 2004 (filed as Exhibit 3aform 10-K of Cliffs on February 13, 2004 and

incorporated by referenc

Amendment to Amended Articles of Incorporation isedfwith the Secretary of State of the State ofoOh Not Applicable
on November 30, 2004 (filed as Exhibit 3(a) to F@i of Cliffs on November 30, 2004 and incorpore

by reference

Amendment No. 2 to Amended Articles of Incorporatas filed with the Secretary of State of the Stdite Not Applicable
Ohio (filed as Exhibit 3(a) to Form-K of Cliffs on June 9, 2006 and incorporated byerefce

Amendment No. 3 to Amended Atrticles of Incorporatés filed with the Secretary of State of the Stdite Not Applicable
Ohio on April 21, 2008 (filed as Exhibit 3(a) torAw 8-K of Cliffs on April 23, 2008 and incorporatbyg

reference’

Amendment No. 4 to Amended Articles of Incorporatas filed with the Secretary of State of Ohio on Not Applicable
October 3, 2008 (filed as Exhibit 3(a) to Amendmidot 2 of Form $4 of Cliffs filed on October 15, 20(

and incorporated by referenc

Amendment No. 5 to Amended Articles of Incorporatas filed with the Secretary of State of Ohio on Not Applicable
September 30, 2009 (filed as Exhibit 3(a) to FofvQof Cliffs filed on October 29, 2009 and

incorporated by referenc

# The Company agrees to furnish supplementallypg ob any omitted exhibits or schedules to the Stea and Exchange Commission
upon reques
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Exhibit

Number

4(a)

4(b)

4(c)

4(d)

4(e)

4(f)

10(a)

10(b)

10(c)

10(d)

10(e)

10(f)

10(g)

Instruments defining rights of security holders, ircluding indentures

Multicurrency Credit Agreement among Cleveland{8lihc, Bank of America, N.A., as Administrative
Agent, Swing Line Lender and Letter of Credit Issué# Morgan Chase Bank, N.A., as Syndication Ay
and 11 other financial institutions dated August2007 (filed as exhibit 4(a) to Form 8-K of Clif®
August 20, 2007 and incorporated by referel

First Amendment to Multicurrency Credit Agreememtang Cleveland-Cliffs Inc, Bank of America, N.A.
as Administrative Agent, Swing Line Lender and eettf Credit Issuer and certain other financial
institutions dated May 15, 2008 (filed as Exhilfia)to Form 8-K of Cliffs on May 21, 2008 and
incorporated by referenc

Second Amendment to Multicurrency Credit Agreenmammbng Cliffs Natural Resources Inc. (f/k/a
Cleveland-Cliffs Inc), Bank of America, N.A., as #thistrative Agent, Swing Line Lender and L/C
Issuer, and certain other financial institutionsedaDctober 29, 20C

Note Purchase Agreement dated June 25, 2008 bgirandg Clevelar-Cliffs Inc and the institutional
investors party thereto (filed as Exhibit 4(a) i 8-K of Cliffs Inc on June 30, 2008 and incoiged

by reference

Form of Common Share Certificate (filed as Exhil{dt) to Form 10-Q of Cliffs on October 30, 2008 and
incorporated by referenc

Rights Agreement dated October 13, 2008 by anddmivCleveland-Cliffs Inc and Computershare Trust
Company, N.A. as Rights Agent (filed as Exhibit)4@Form 8-A of Cliffs on October 14, 2008 and
incorporated by referenc

Material Contracts

* Cleveland-Cliffs Inc Change in Control Severafay Plan, effective as of January 1, 2000 (filed as
Exhibit 10(jj) to Form 1-K of Cliffs on March 16, 2000 and incorporated leference’

* Cleveland-Cliffs Inc Voluntary Non-Qualified Dafeed Compensation Plan (Amended and Restated as
of January 1, 2000) (filed as Exhibit 10(a) to FdrérQ of Cleveland-Cliffs Inc on July 27, 2000 and
incorporated by referenc

* Form of Indemnification Agreement between Clevel&liffs Inc and Directors (filed as Exhibit 10(f)
Form 1(-K of Cliffs on February 2, 2001 and incorporatedréference

* Amended and Restated Cleveland-Cliffs Inc ReteatrPlan for Non-Employee Directors effective on
July 1, 1995 (filed as Exhibit 10(I) to Form 10-K@liffs on February 2, 2001 and incorporated by

reference’

* Amendment to Amended and Restated Cleveland<Jiif€ Retirement Plan for NadBmployee Directoi
dated as of January 1, 2001 (filed as Exhibit 16§djorm 10-Q of Cliffs on July 27, 2001 and
incorporated by referenc

* Second Amendment to the Amended and Restatede@led-Cliffs Inc Retirement Plan for Non-
Employee Directors dated and effective Januan20@3 (filed as Exhibit 10(a) to Form 10-Q of Clifia
April 24, 2003 and incorporated by referen

* Cleveland-Cliffs Inc 2000 Retention Unit Planfeaftive as of May 8, 2000 (filed as Exhibit 10(&s)
Form 1(-K of Cliffs on February 2, 2001 and incorporatedréference
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Not Applicable

Not Applicable

Filed Herewitt

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

* Reflects management contract or other compensatoapgement required to be filed as an Exhibitgamsto Item 15(c) of this Repo
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10(h)

10(i)

10(j)
10(k)
10(1)

10(m)

10(n)
10(0)

10(p)

10(q)

10(r)

10(s)
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* Cleveland-Cliffs Inc 1992 Incentive Equity Plasms(Amended and Restated as of May 13, 1997),
effective as of May 13, 1997 (filed as Exhibit 3a¢ Form 10-K of Cliffs on February 5, 2002 and
incorporated by referenc

* Amendment to the Cleveland-Cliffs Inc 1992 IndeatEquity Plan (as Amended and Restated as of
May 13, 1997), effective May 11, 1999 (filed as &pgix A to Proxy Statement of Cliffs on March 22,
1999 and incorporated by referen

* Cleveland-Cliffs Inc Long-Term Incentive Prograeffective as of May 8, 2000 (filed as Exhibit I(r
to Form 1K of Cliffs on February 2, 2001 and incorporatedréference

* Amendment No. 1 to the Long-Term Incentive Progrdated May 8, 2006 and effective as of January 1,
2006 (filed as Exhibit 10(b) to Forn-K of Cliffs on May 12, 2006 and incorporated byenefince’

* Cleveland-Cliffs Inc and Subsidiaries Managemetformance Incentive Plan, effective January 1,
2004 (filed as Exhibit 19(c) to Form -Q of Cliffs on July 29, 2007 and incorporated bference)

* Form of the Restricted Shares Agreement undeClibgeland-Cliffs Inc 1992 Incentive Equity Plars (a
Amended and Restated as of May 13, 1997) as amgebéwdeen Cliffs and Joseph A. Carrabba effective
May 23, 2005 (filed as Exhibit 10(c) to Form 10-£Qiffs on July 28, 2005 and incorporated by
reference’

* Form of the 2006 Restricted Shares AgreementiferRetirement Eligible Employee (filed as Exhit
(&) to Form -K of Cliffs on March 17, 2006 and incorporated leference

* Form of the 2006 Restricted Shares AgreementiferNon-Retirement Eligible Employee (filed as
Exhibit 99(b) to Form -K of Cliffs on March 17, 2006 and incorporated kference

* Form of Long-Term Incentive Program Participama@ and Agreement Year 2006 for Performance
Period 2006-2008 (filed as Exhibit 10(a) to ForrK 8f Cliffs on May 12, 2006 and incorporated by
reference’

* Amendment No. 1 to Long-Term Incentive Programtiegant Grant and Agreement for Joseph A.
Carrabba as set forth by Cleveland-Cliffs Inc d&@egtember 15, 2006 and effective as of September 1
2006 (filed as Exhibit 10(jjj) to Form -K of Cliffs on May 25, 2007 and incorporated byenefince’

* Form of Long-Term Incentive Program Method of @dhtion of Payout of Performance Shares Election
Form for the Long-Term Incentive Program Grants Agceements Years 2005 and 2006 (filed as Exhibit
10(mmm) to Form 1-K of Cliffs on May 25, 2007 and incorporated byamefnce’

Not Applicable

Not Applicable

Not Applicable
Not Applicable
Not Applicable

Not Applicable

Not Applicable
Not Applicable

Not Applicable

Not Applicable

Not Applicable

* Form of letter to Participants of the 2006-200812007-2009 Performance Share Periods amending the Not Applicable

payment calculation method to be used for 2006280F Performance Share Grants, dated May 27, 2008
(filed as Exhibit 10(nnn) to Form -Q of Cliffs on July 31, 2008 and incorporated bference)

* Reflects management contract or other compensatoapgement required to be filed as an Exhibit gams to Item 15(c) of this Repo
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10(t)

10(u)

10(v)

10(w)

10(x)

10(y)

10(z)

10(aa)

10(bb)
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* Omnibus Amendment to Outstanding Grants Undex€bind-Cliffs Inc 1992 Incentive Equity Plan (as
Amended and Restated as of May 13, 1997) datechdpati@, 2009 between Cliffs Natural Resources Inc.
and Plan participants (filed as Exhibit 10(u) tarRd.0-K of Cliffs on February 26, 2009 and incogued

by reference

* Trust Agreement No. 1 (Amended and Restated gffiedune 1, 1997), dated June 12, 1997, by and
between Cleveland-Cliffs Inc and KeyBank NationakAciation, Trustee, with respect to the Cleveland-
Cliffs Inc Supplemental Retirement Benefit Plany&ance Pay Plan for Key Employees and certain
executive agreements (filed as Exhibit 10(0) tonfF@0-K of Cliffs on February 5, 2002 and incorperht
by reference

* Trust Agreement No. 1 Amendments to Exhibitseefive as of January 1, 2000, by and between
Cleveland-Cliffs Inc and KeyBank National Assoaatj as Trustee (filed as Exhibit 10(n) to FormKLO#
Cliffs on March 16, 2000 and incorporated by refies

* First Amendment to Trust Agreement No. 1, effeetSeptember 10, 2002, by and between Cleveland-
Cliffs Inc and KeyBank National Association, as Jtee (filed as Exhibit 10(p) to Form 10-K of Clifig
February 5, 2003 and incorporated by refere

* Second Amendment to Trust Agreement No. 1 betw@ldfs Natural Resources Inc. (f/k/a Cleveland-
Cliffs Inc) and KeyBank, N.A. entered into and effee as of December 31, 2008 (filed as Exhibity) ¢
Form 1(-K of Cliffs on February 26, 2009 and incorporatgdé&ference

* Amended and Restated Trust Agreement No. 2, #ffeas of October 15, 2002, by and between
Cleveland-Cliffs Inc and KeyBank National Assoaatj Trustee, with respect to Executive Agreements
and Indemnification Agreements with the Companyiietors and certain Officers, the Company’s
Severance Pay Plan for Key Employees, and the Ratdplan for Salaried Employees (filed as Exhilit
(q) to Form 1-K of Cliffs on February 5, 2003 and incorporatedréference

* Second Amendment to Amended and Restated Trustehgent No. 2 between Cliffs Natural Resources
Inc. (f/k/a Cleveland-Cliffs Inc) and KeyBank, N.Antered into and effective as of December 31, 2008
(filed as Exhibit 10(aa) to Form -K of Cliffs on February 26, 2009 and incorporatgdéference

* Trust Agreement No. 5, dated as of October 2871%y and between Clevela@liffs Inc and KeyBanl
National Association, Trustee, with respect to@evelan«-Cliffs Inc Voluntary Non-Qualified Deferred
Compensation Plan (filed as Exhibit 10(v) to For@aKLof Cliffs on February 2, 2001 and incorporaksd
reference’

* First Amendment to Trust Agreement No. 5, datedBMay 12, 1989, by and between Cleveland-Cliffs
Inc and KeyBank National Association, Trustee ¢fitss Exhibit 10(x) to Form 10-K of Cliffs on Febrya
2, 2001 and incorporated by referen

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

* Reflects management contract or other compensatoaypgement required to be filed as an Exhibitpamsto Iltem 15(c) of this Repo
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10(g9)

10(hh)

10(ii)

10()
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10(1ly

10(mm)
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* Second Amendment to Trust Agreement No. 5, datedf April 9, 1991, by and between Cleveland-
Cliffs Inc and KeyBank National Association, Trustdiled as Exhibit 10(y) to Form 10-K of Cliffs on
February 2, 2001 and incorporated by refere

* Third Amendment to Trust Agreement No. 5, datedb&March 9, 1992, by and between Cleveland-
Cliffs Inc and KeyBank National Association, Trustdiled as Exhibit 10(z) to Form 10-K of Cliffs on
February 2, 2001 and incorporated by refere

* Fourth Amendment to Trust Agreement No. 5, ddtedember 18, 1994, by and between Cleveland-
Cliffs Inc and KeyBank National Association, Trustdiled as Exhibit 10(w) to Form 10-K of Cliffs on
March 16, 2000 and incorporated by referet

* Fifth Amendment to Trust Agreement No. 5, datedyM23, 1997, by and between Cleveland-Cliffs Inc
and KeyBank National Association, Trustee (filedeatibit 10(cc) to Form 16 of Cliffs on February £
2002 and incorporated by referen

* Sixth Amendment to Trust Agreement No. 5 betw&diffs Natural Resources Inc. (f/k/a Cleveland-
Cliffs Inc) and KeyBank, N.A. entered into and effee as of December 31, 2008 (filed as Exhibit 10
(hh) to Form 1-K of Cliffs on February 26, 2009 and incorporatgd-&ference

* Trust Agreement No. 7, dated as of April 9, 198¢ and between Cleveland-Cliffs Inc and KeyBank
National Association, Trustee, with respect to@hevelan-Cliffs Inc Supplemental Retirement Benefit
Plan (filed as Exhibit 10(ee) to Form-K of Cliffs on February 2, 2001 and incorporatedréference

* First Amendment to Trust Agreement No. 7, by &etiveen Cleveland-Cliffs Inc and KeyBank
National Association, Trustee, dated as of Marchd®_2 (filed as Exhibit 10(ff) to Form -K of Cliffs
on February 2, 2001 and incorporated by refere

* Second Amendment to Trust Agreement No. 7, daledember 18, 1994, by and between Cleveland-
Cliffs Inc and KeyBank National Association, Trustdiled as Exhibit 10(bb) to Form 10-K of Cliffio
March 16, 2000 and incorporated by referet

* Third Amendment to Trust Agreement No. 7, dateayl\23, 1997, by and between ClevelaZidfs Inc
and KeyBank National Association, Trustee (filedeaibit 10(ii) to Form 10-K of Cliffs on Februa#y
2002 and incorporated by referen

* Fourth Amendment to Trust Agreement No. 7, dakely 15, 1997, by and between Cleveland-Cliffs
Inc and KeyBank National Association, Trustee ¢fites Exhibit 10(jj) to Form 10-K of Cliffs on
February 5, 2002 and incorporated by refere

* Amendment to Exhibits to Trust Agreement No. ffeetive as of January 1, 2000, by and between
Cleveland-Cliffs Inc and KeyBank National Assoaiatj Trustee (filed as Exhibit 10(ee) to FormK @f
Cliffs on March 16, 2000 and incorporated by refies

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

* Reflects management contract or other compensatoapgement required to be filed as an Exhibitgams to Item 15(c) of this Repo

166



Table of Contents

Exhibit
Number

10(nn)

10(o0)

10(pp)

10(qq)

10(rr)

10(ss)

10(tt)

10(uu)

10(wv)

10(ww)

10(xx)

* Sixth Amendment to Trust Agreement No. 7 betw&diffs Natural Resources Inc. (f/k/a Cleveland-
Cliffs Inc) and KeyBank, N.A. entered into and effee as of December 31, 2008 (filed as Exhibitob)(
to Form 1K of Cliffs on February 26, 2009 and incorporatgd-&ference

* Trust Agreement No. 8, dated as of April 9, 198¢ and between Cleveland-Cliffs Inc and KeyBank
National Association, Trustee, with respect to@hevelan-Cliffs Inc Retirement Plan for Non-Employee
Directors (filed as Exhibit 10(kk) to Form 10-K 6fiffs on February 2, 2001 and incorporated by
reference’

* First Amendment to Trust Agreement No. 8, datedBMarch 9, 1992, by and between Clevel&iiffs
Inc and KeyBank National Association, Trustee ¢fikes Exhibit 10(ll) to Form 10-K of Cliffs on Felamy
2, 2001 and incorporated by referen

* Second Amendment to Trust Agreement No. 8, datede 12, 1997, by and between Clevel@titfs Inc
and KeyBank National Association, Trustee (filedex&ibit 10(nn) to Form 10-K of Cliffs on Februasy
2002 and incorporated by referen

* Third Amendment to Trust Agreement No. 8 betwéiffs Natural Resources Inc. (f/k/a Cleveland-
Cliffs Inc) and KeyBank, N.A. entered into and efiee as of December 31, 2008 (filed as Exhibits$)(
to Form 1K of Cliffs on February 26, 2009 and incorporatgd-&ference

* Trust Agreement No. 9, dated as of November 2061 by and between Cleveland-Cliffs Inc and
KeyBank National Association, Trustee, with respgedhe Cleveland-Cliffs Inc Nonemployee Directors’
Supplemental Compensation Plan (filed as Exhibjpo@pto Form 10-K of Cliffs on February 5, 2002 and
incorporated by referenc

* First Amendment to Trust Agreement No. 9 betw&diffs Natural Resources Inc. (f/k/a ClevelaGtiffs
Inc) and KeyBank, N.A. entered into and effectigeod December 31, 2008 (filed as Exhibit 10(uu) to
Form 1(-K of Cliffs on February 26, 2009 and incorporatgdé&ference

* Trust Agreement No. 10, dated as of Novemberl®36, by and between Cleveland-Cliffs Inc and
KeyBank National Association, Trustee, with resgedhe Cleveland-Cliffs Inc Nonemployee Directors’
Compensation Plan (filed as Exhibit 10(pp) to FA®rK of Cliffs on February 5, 2002 and incorporated
by reference

* First Amendment to Trust Agreement No. 10 betw€dffs Natural Resources Inc. (f/k/a Cleveland-
Cliffs Inc) and KeyBank, N.A. entered into and effee as of December 31, 2008 (filed as Exhibita@)
to Form 1K of Cliffs on February 26, 2009 and incorporatgd-&ference

* Letter Agreement of Employment by and betweenvE€lend-Cliffs Inc and Joseph A. Carrabba dated
April 29, 2005 (filed as Exhibit 10(b) to Form 10e®Cliffs on July 28, 2005 and incorporated by
reference’

* Letter Agreement of Employment by and betweenvElendCliffs Inc and Laurie Brlas dated Noveml|
22, 2006 (filed as Exhibit 10(a) to Form 8-K of f&lion November 28, 2006 and incorporated by
reference’
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Not Applicable

Not Applicable

Not Applicable

Not Applicable

Filed Herewitt

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

* Reflects management contract or other compensatoapgement required to be filed as an Exhibit gams to Item 15(c) of this Repo
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Number

10(yy)

10(zz)

10(aaa
10(bbb)
10(ccc)
10(ddd)

10(eee

10(fff)

10(ggg)

10(hhh)

10(iii)

10(j)

10(kkK)

* Letter Agreement of Employment by and betweenvE€lend-Cliffs Inc and William Brake dated April 4,
2007 (filed as Exhibit 10(a) to Forn-K of Cliffs on April 10, 2007 and incorporated bsference’

* Cleveland-Cliffs Inc Executive Management Perfame Incentive Plan adopted July 27, 2007 and
effective as of January 1, 2007 (filed as Annex @he proxy statement of Cliffs on June 15, 2004 an
incorporated by referenc

Pagination by
Sequential

Numbering System

Not Applicable

Not Applicable

* First Amendment to Executive Management Perforoeancentive Plan dated December 31, 2008 (filed Not Applicable

as Exhibit 10(bbb) to Form -K of Cliffs on February 26, 2009 and incorporatgdé&ference

* Cleveland-Cliffs Inc 2007 Incentive Equity Pladapted July 27, 2007 and effective as of March 13,
2007 (filed as Annex B to the proxy statement aff€bn June 15, 2007 and incorporated by referg

* First Amendment to Cleveland-Cliffs Inc 2007 Imtee Equity Plan dated as of August 11, 2008 dfile
as Exhibit 10(b) of Form-K of Cliffs on August 14, 2008 and incorporatedrbference

* Second Amendment to 2007 Incentive Equity Plated@®ecember 31, 2008 by Cliffs Natural Resou
Inc. (filed as Exhibit 10(eee) to Form-K of Cliffs on February 26, 2009 and incorporatgdé&ference

* Amendment No. 3 to the Cleveland-Cliffs Inc 20@¢entive Equity Plan dated as of January 13, 2009
by Cliffs Natural Resources Inc. (filed as Exhibit(fff) to Form 10-K of Cliffs on February 26, 206@d
incorporated by referenc

* Form of 2007 Participant Grant and Agreementafie March 13, 2007 from the Cleveland-Cliffs Inc
2007 Incentive Equity Plan (filed as Exhibit 10{d)Form 10-Q of Cliffs on August 3, 2007 and
incorporated by referenc

* Form of 2008 Participant Grant and Agreement Uride 2007 Incentive Equity Plan for performance
grant period January 1, 2008 through December @19 2effective March 10, 2008 (filed as Exhibit B)0(
to Form 1(-Q of Cliffs on July 31, 2008 and incorporated bference)

* Omnibus Amendment To Restricted Shares Agreeme@aiticipant Grant and Agreements, 1992
Incentive Equity Plan, 2007 Incentive Equity Plaang-Term Incentive Program, and 2000 Retention
Plan dated December 31, 2008 by Cliffs Natural Reses Inc. (filed as Exhibit 10(iii) to Form 10-K o
Cliffs on February 26, 2009 and incorporated bgmrefice’

* Omnibus Amendment to Outstanding Grants Under&bnd-Cliffs Inc 2007 Incentive Equity Plan
dated January 13, 2009 between Cliffs Natural Ressunc. and Plan participants (filed as Exhibigjf)
to Form 1(-K of Cliffs on February 26, 2009 and incorporatgd-&ference

* Form of Amendment and Restatement of Severanaeédkgent entered into between Cliffs Natural
Resources Inc. and elected officers and certaie mianagers (filed as Exhibit 10(b) to Form 8-K &ff€
on November 14, 2008 and incorporated by refere

* Cliffs Natural Resources Inc. 2005 Voluntary NQualified Deferred Compensation Plan (Effective as
of January 1, 2005) dated November 11, 2008 (fieéxhibit 10(a) to Form 8-K of Cliffs on
November 14, 2008 and incorporated by refere

Not Applicable
Not Applicable
Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

* Reflects management contract or other compensatoaypgement required to be filed as an Exhibit pamsto Iltem 15(c) of this Repo
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10(lIN * First Amendment to Cliffs Natural Resources 18605 Voluntary Non-Qualified Deferred Not Applicable

Compensation Plan dated September 2, 2009 andieffes of January 1, 2009 (filed as Exhibit 10(a)
to Form 1(-Q of Cliffs on October 29, 2009 and incorporated-éfgrence

10(mmm) * Cliffs Natural Resources Inc. Supplemental Retieat Benefit Plan (as Amended and Restated Not Applicable
effective December 1, 2006) dated December 31, 268 as Exhibit 10(mmm) to Form 10-K of
Cliffs on February 26, 2009 and incorporated bygmrefice’

10(nnn) * Cliffs Natural Resources Inc. Nonemployee DirgstcCompensation Plan (Amended and Restated as Not Applicable
of December 31, 2008) (filed as Exhibit 10(nnn}-tom 10-K of Cliffs on February 26, 2009 and
incorporated by referenc

10(000) Registration Rights Agreement dated as of July2008 by and between Cleveland-Cliffs Inc and Not Applicable
United Mining Co., Ltd. (filed as Exhibit 10(e) Eorm 10-Q of Cliffs on July 31, 2008 and
incorporated by referenc

10(ppp) Payment Agreement among Cleveland-Cliffs Inc, €lifining Company, The Regent Investment Not Applicable
Company, L.P., Questor Partners Fund Il, L.P., Quedide-by-Side Partners Il, L.P., Questor Side-by
Side Partners Il 3(c)1, L.P., Questor General RatinL.P., and PinnOak Resources Employee Equity
Incentive Plan, LLC, entered into October 3, 20f8d as Exhibit 10(a) for Form S-3 of Cliffs on
October 7, 2008 and incorporated by referel

10(gqqQq) 2009 Participant Grant Under the 2007 Incentiveitggelan by and between Cliffs and Joseph A. Filed Herewitt
Carrabba effective December 17, 2009 subject tm$emnd Conditions of the 2009 Participant Grant to
Joseph A. Carrabba Under the 2007 Incentive Edrlay adopted February 16, 2010, and effective
December 17, 20C

10(rrr) ** Pellet Sale and Purchase Agreement, dated dedtefe as of January 31, 2002, by and among The  Not Applicable
Cleveland-Cliffs Iron Company, Cliffs Mining CompgrNorthshore Mining Company and Algoma
Steel Inc. (filed as Exhibit 10(a) to Form 10-QGifffs on April 25, 2002 and incorporated by
reference’

10(sss) ** Pellet Sale and Purchase Agreement, dated aedtife as of April 10, 2002, by and among The Not Applicable
Cleveland-Cliffs Iron Company, Cliffs Mining ComparNorthshore Mining Company, Northshore
Sales Company, International Steel Group Inc., G&veland Inc., and ISG Indiana Harbor Inc. (filed
as Exhibit 10(a) to Form -Q of Cliffs on July 25, 2002 and incorporated bference)

10(ttt) ** Eirst Amendment to Pellet Sale and Purchase Agrent, dated and effective December 16, 2004 by Not Applicable
and among The Clevelar@liffs Iron Company, Cliffs Mining Company, Northate Mining Company
Cliffs Sales Company (formerly known as Northsh®ades Company), International Steel Group Inc.,
ISG Cleveland Inc., and ISG Indiana Harbor (filsdexhibit 10(a) to Form 8-K of Cliffs on
December 29, 2004, and incorporated by refere

* Reflects management contract or other compensatoapgement required to be filed as an Exhibityamsto Item 15(c) of this Repo
**  Confidential treatment requested and/or approasdo certain portions, which portions have beawitted and filed separately with the
Securities and Exchange Commissi
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** Pellet Sale and Purchase Agreement, dated aedtafe as of December 31, 2002 by and among
Cleveland-Cliffs Iron Company, Cliffs Mining Compgrand Ispat Inland Inc. (filed as Exhibit 10(vv)
to Form 1(-K of Cliffs filed on February 5, 2003, and incorpted by reference

* Amended and Restated Pellet Sale and Purchaseefttent, dated and effective as of May 17, 2004,
by and among The Cleveland-Cliffs Iron Companyff€Mining Company, Northshore Mining
Company, Cliffs Sales Company, International S&melup Inc., and ISG Weirton Inc. (filed as

Exhibit 10(a) of Form -K of Cliffs on September 21, 2004, and incorpordigdeference

** Umbrella Agreement between Mittal Steel USA d@digveland-Cliffs Inc, The Cleveland-Cliffs Iron
Company, Cliffs Mining Company, Northshore Miningi@pany, and Cliffs Sales Company amending
three existing pellet sales contracts for MittaebiJSA-Indiana Harbor West (Exhibit 10(sss) and 10
(ttt) above in this index), Mittal Steel USA-Indeiarbor East (Exhibit 10(uuu) above in this index)
and Mittal Steel USA-Weirton (Exhibit 10(vvv) aboirethis index), dated as of March 1, 2007 and
effective as of April 12, 2006 (filed as Exhibit(®@@vw) for Form 10-K of Cliffs on May 25, 2007 and
incorporated by referenc

* Amended and Restated Pellet Sale and Purchaseefttent, dated and effective January 1, 2006 by
and among Cliffs Sales Company, The Cleveland<Clitin Company, Cliffs Mining Company, and
Severstal North America, Inc. (filed as Exhibit fff)(of Form 10-K of Cliffs on February 21, 2006 cn
incorporated by referenc

** Term Sheet for Amendment and Extension of theefutled and Restated Pellet Sale and Purchase
Agreement among Cliffs Sales Company, The Clevelaiifts Iron Company, Cliffs Mining Compan'
and Severstal North America, Inc. (filed as Exhilfi{d) to Form 10-Q of Cliffs on July 31, 2008 and
incorporated by referenc

** Term Sheet for Modification of Certain Termsthie Pellet Sale and Purchase Agreement by and
between Cliffs and Severstal dated and effectiveeber 15, 2008 (filed as Exhibit 10(a) to Form 10-
Q of Cliffs on July 30, 2009 and incorporated bference)

** Term Sheet for Modification of Certain Termsthie Pellet Sale and Purchase Agreement by and
between Cliffs and Severstal dated and effectivee 19, 2009 (filed as Exhibit 10(b) to Form 10-Q of
Cliffs on July 30, 2009 and incorporated by refes

** Pellet Sale and Purchase Agreement by and anitiegCleveland-Cliffs Iron Company, Cliffs Sales
Company, and AK Steel Corporation dated Novembe2@06 and effective January 1, 2007 through
December 31, 2013 (filed as Exhibit 10(a) to Forid 8f Cliffs on November 15, 2006 and
incorporated by referenc

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

**  Confidential treatment requested and/or approasdo certain portions, which portions have beawitted and filed separately with the
Securities and Exchange Commissi
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Exhibit 4(c)
[EXECUTION COPY]

SECOND AMENDMENT TO
MULTICURRENCY CREDIT AGREEMENT

This SECOND AMENDMENT TO MULTICURRENCY CREDIT AGREEMENT , dated as of October 29, 2009 (this “
Amendment’), among (i) CLIFFS NATURAL RESOURCES INC. (f/k/a Cleveland-Cliffs Inc), an Ohio corporatictng “ Borrower”),
(ii) the undersigned Lenders, and (iIBANK OF AMERICA, N.A. , as Administrative Agent, Swing Line Lender an@ llésuer, amends
certain provisions of the Multicurrency Credit Agment, dated as of August 17, 2007 (as amendddtadsand otherwise modified from
time to time, the “ Credit Agreemef)t among the Borrower, the Lenders, Bank of Am&rid.A., as Administrative Agent, Swing Line
Lender and L/C Issuer, and JPMorgan Chase Bank, ldsASyndication Agent. Capitalized terms usedihevithout definition shall have tt
meanings assigned to such terms in the Credit Ageae

RECITALS

WHEREAS , the Borrower, the Lenders party thereto and Barkmerica, N.A., as Administrative Agent, Swingnkei Lender
and L/C Issuer entered into that certain proposbisd Amendment to Multicurrency Credit Agreemeated as of October 24, 2008 (the “
Non-Effective Second Amendmetjtand attached hereto as Exhibit, e effectiveness of which was conditioned ugendatisfaction of tt
conditions precedent set forth in Section 2 theozobr before April 15, 2009; and

WHEREAS , the Borrower has failed to satisfy the condititm¢he effectiveness of the Non-Effective Secomdeftddment on or
before April 15, 2009, such that the Second Amendraéfective Date (as defined in the N&ffective Second Amendment) has not occu
and the Non-Effective Second Amendment is not,witichot in the future, be effective; and

WHEREAS , the Borrower has requested that the undersigeedérs and the Administrative Agent again agremend certain
of the terms and provisions of the Credit Agreemasitspecifically set forth in this Amendment; and

WHEREAS , the undersigned Lenders and the Administrativerigre prepared to amend the Credit Agreemerfietetms,
subject to the conditions and in reliance on thpeagentations set forth herein.

NOW THEREFORE , in consideration of the mutual agreements coathin the Credit Agreement and herein and for ogloed
and valuable consideration, the receipt and sefiicy of which are hereby acknowledged, the pangzsto hereby agree as follows:

Section 1. Non-Effective Second Amendment The Borrower, the undersigned Lenders and Bankmoédca, N.A., as
Administrative Agent, Swing Line Lender and L/Cuss each acknowledge and agree that (a) the-Effective Second Amendme




is not and shall not be effective and that the @@ precedent to effectiveness referred to ictiBe 2 therein have not been and will not be
satisfied, and (b) any amendment to the Credit A&gnent referred to in the Non-Effective Second Anmeeut is without any force and effect.

Section 2. Amendment to Credit Agreement.

(2) Amendment to Section 1.1 (Definitiongjrom and after the New Second Amendment Effediate, the definition of
“Alternative Currency” contained in Section 1.1tbé Credit Agreement shall be amended by deletingdference to “Section 1.8bntainec
in such definition and inserting in lieu thereakderence to “Section 1.6”".

(b) Amendment to Section 1.1 (Definitiongfrom and after the New Second Amendment Effedate, the definition oflhteres
Coverage Ratio” contained in Section 1.1 of thed@r&greement shall be amended by (i) deletingwied “EBIT” contained in clause (a) of
such definition and inserting in lieu thereof therd/“"EBITDA” and (ii) deleting the proviso ‘provided, howevethat Interest Expense for
any period shall (y) include the Interest Expermseahy Person or business unit acquired by Borrawany of its Restricted Subsidiaries for
any portion of such period prior to the date ofuasition, and (z) exclude the Interest Expensefor Person or business unit that has been
disposed of by the Borrower or any of its Restdc®ibsidiaries for the portion of such period ptmthe disposition” contained therein.

(c) Amendment to Section 1.1 (Definitiondfrom and after the New Second Amendment Effe@iate, the definition of “EBIT”
in Section 1.1 of the Credit Agreement shall beetdal in its entirety.

(d) Amendment to Section 1.1 (Definitiondfrom and after the New Second Amendment Effediate, the definition of
“Permitted Investment Amount” contained in Sectioh of the Credit Agreement shall be amended bgtiohg) the words “Consolidated Net
Income” contained in clause (b) of such definitaond inserting in lieu thereof the words “consol@thNet Income”.

(e) Amendment to Section 1.1 (Definitiongjrom and after the New Second Amendment Effediate, the definition of
“Applicable Margin” contained in Section 1.1 of tBeedit Agreement shall be amended by restatingathle contained in such definition in
its entirety as follows:

A PPLICABLE M ARGIN
T OTAL F UNDED D EBT TO A PPLICABLE M ARGIN FOR FOR E UROCURRENCY A PPLICABLE M ARGIN

EBITDA RATIO FOR SUCH B ASE R ATE L OANS AND L/C L OANS AND L ETTER OF FOR C OMMITMENT F EE
L EVEL PRICING D ATE B ORROWINGSSHALL BE: CREDITFEESHALL BE: SHALL BE :
| Less than 1.00 to 1.( 0.000% 0.950% 0.190%
I Less than 1.50 to 1.00, k 0.000% 1.00% 0.200%

greater than or equal to
1.00 to 1.0C



1l Less than 2.00 to 1.00, k 0.125% 1.125% 0.225%
greater than or equal to
1.50 to 1.0C

\Y Less than 2.75 to 1.00, k 0.375% 1.375% 0.275%
greater than or equal to
2.00 to 1.0¢

Y Greater than or equal to 0.625% 1.625% 0.325%
2.75t0 1.0(

(f) Amendment to Section 1.1 (Definitionsfrrom and after the New Second Amendment Effed@iate, Section 1.1 of the Credit
Agreement shall be further amended by restatinddit@wving definitions in their entirety as set thrbelow:

“Base Rate”’means for any day a fluctuating rate per annumldquae highest of (a) the Federal Funds Rate plaof 1%, (b) the
rate of interest in effect for such day as publetynounced from time to time by Bank of Americatasprime rate” and (c) the rate
of interest in effect on such day, pursuant to igseement, for a Borrowing of Eurocurrency Loarithvan Interest Period of one
month (or if such day is not a Business Day, theédiately preceding Business Dgj)is 1%. The “prime rate” is a rate set by Bank
of America based upon various factors includinglBahAmerica’s costs and desired return, generahemic conditions and other
factors, and is used as a reference point formyisome loans, which may be priced at, above, lombguch announced rate. Any
change in such rate announced by Bank of Amerial ke effect at the opening of business on thyegpecified in the public
announcement of such change.

“ Defaulting Lendet means any Lender that, as determined by the Adinative Agent, (a) has failed to perform its ghliion to

fund any portion of its Loans, participations irCLObligations or participations in Swing Loans witlbne Business Day of the date
required to be funded by it hereunder, unless sbtilyation is the subject of a good faith dispily,has notified the Borrower, the
Administrative Agent or any Lender in writing thatloes not intend to comply with any of its fungliabligations under this
Agreement or has made a public statement thaet dot intend to comply with its funding obligatsounder this Agreement or
generally under other agreements in which it comaitextend credit, (c) has failed, within one Bess Day after written request by
the Administrative Agent, to confirm in a mannetisfactory to the Administrative Agent, that it Wwdlomply with the terms of this
Agreement relating to its obligations to fund presiive Loans, participations in L/C Obligationsparticipations in Swing Loans,

(d) otherwise has failed to pay over to the Adntmatsve Agent or any other Lender any other amaaqtired to be paid by it
hereunder within one Business Day



the date when due, unless the subject of a gotiddaipute, or (e) has, or has a direct or indipecent company that has, (i) become
the subject of a proceeding under any bankruptégsmivency proceeding, or (ii) had a receiver,ssmator, trustee, administrator,
assignee for the benefit of creditors or similarsBa charged with reorganization or liquidatioritsfousiness or a custodian
appointed for it, or (iii) taken any action in faerance of, or indicating its consent to, appr@¥alr acquiescence in any such
proceeding or appointment; providéitht a Lender shall not be a Defaulting Lenderlgdig virtue of the ownership or acquisition of
any equity interest in such Lender or direct oiiriect parent company thereof by a Governmental Aty

“EBITDA” means, with reference to any period, Net Incomestwh perioglus, without duplication, (a) all amounts deducted in
arriving at such Net Income amount in respect)interest Expense for such period, (ii) feder{esand local income taxes as
accrued for such period, (jii) depreciation of fixassets and amortization of intangible assetsuion period, and (iv) non-cash items
decreasing Net Income for such perindnus, without duplication, (b) the sum of (i) cash pants made during such period in
respect of items added to the calculation of Nebine pursuant to clause (a)(iv) above during seclog or any previous period, a
(i) non-cash items increasing Net Income for spehod;provided, howevethat, solely for the purposes of calculating copdie
with Section 6.19(a), EBITDA for any period shad) (nclude the EBITDA for any Person or businesk tiat has been acquired by
the Borrower or any of its Restricted Subsidiaf@sany portion of such period prior to the dateaofuisition, and (y) exclude the
EBITDA for any Person or business unit that hashisposed of by the Borrower or any of its Ret#dcSubsidiaries for the portic
of such period after the date of disposition.

“L/C Advance” means, with respect to each Lender, such Lendendiig of its participation in any L/C Borrowing @atcordance
with its Percentage. All L/C Advances shall be damated in U.S. Dollars.

“L/C Borrowing” means an extension of credit resulting from a dngwinder any Letter of Credit which has not beémiparsed on
the date when made or refinanced as a Base Ratedurauant to Section 2.2l L/C Borrowings shall be denominated in U.S.
Dollars.

“L/C Obligations” means, as at any date of determination, an amexurdl to the aggregate amount available to berdrawder all
outstanding Letters of Credit plus the U.S. Doltguivalent of the aggregate of all Unreimbursed Ants, including all L/C
Borrowings. For purposes of computing the amouatlable to be drawn under any Letter of Credit,dh®ount of such Letter of
Credit shall be determined in accordance with 8acti4. For all purposes of this Agreement, if on anyedztdetermination a Lett
of Credit has expired by its terms but any amouay still be drawn thereunder by reason of the dimraf Rule 3.14 of the ISP,
such Letter of Credit shall be deemed to be “outlitey” in the amount so remaining available to beaah.

“L/C Sublimi” means U.S. $150,000,000, as reduced pursuant terthe hereof



“Letter of Credit” means any standby letter of credit issued hereusmttshall include the Existing Foreign Letter€oédit. Letters
of Credit may be issued in U.S. Dollars or in atefdative Currency.

“Net Income” means, with reference to any period, the net incneet loss) of the Borrower and its Restrictetb$Sdiaries for
such period computed on a consolidated basis iordance with GAAPprovidedthat (a) there shall be excluded from Net Income
(i) the net income (or net loss) of any Personwaxtiprior to the date it becomes a Restricted Higygiof, or has merged into or
consolidated with, the Borrower or another Restdcsubsidiary and (ii) the net income (or net laésgny Person (other than a
Restricted Subsidiary) in which the Borrower or @fyts Restricted Subsidiaries has an equity @gkin, except to the extent of the
amount of dividends or other distributions actualfyd to the Borrower or any of its Restricted Sdiasies during such period, and
(b) solely for the purposes of calculating comptiamvith Section 6.19(a), Net Income for any pesbdll (i) include the net income
(or net loss) for any Person or business unittihatbeen acquired by the Borrower or any of itariRésd Subsidiaries for any porti
of such period prior to the date of acquisitiond &) exclude the net income (or net loss) for &&rson or business unit that has |
disposed of by the Borrower or any of its Restdc&ibsidiaries for the portion of such period atther date of disposition.

“Permitted Acquisition”means any Acquisition with respect to which théofeing condition is satisfied: after giving effectthe
Acquisition, no Default or Event of Default shatigt, including with respect to the covenant camedli in Section 6.19(a) hereof on a
pro formabasis.

“ Portman Limited Facility means any credit agreement, multi-option facjlfcility agreement, loan agreement or other
agreements or instruments entered into from tintére under which the applicable lenders or hol@éisuch instruments have
agreed to make loans or otherwise extend creditifts Natural Resources Holdings Pty Ltd or anysRieted Subsidiary thereof.

“Revaluation Date”"means (a) with respect to any Loan, each of tHeviag: (i) each date of a Borrowing of a Eurocumeg Loan
denominated in an Alternative Currency, (ii) eaaledof a continuation of a Eurocurrency Loan demaneid in an Alternative
Currency pursuant to Section 2.4nd (iii) such additional dates as the AdministeaAgent shall determine or the Required Lenders
shall require; and (b) with respect to any Lette€Credit, each of the following: (i) each date s$uance or extension of the expiry
date of a Letter of Credit denominated in an Alédire Currency, (ii) each date of an amendmenngfsach Letter of Credit having
the effect of increasing the amount thereof (soldhh respect to the increased amount), (iii) edate of any payment by the L/C
Issuer under any Letter of Credit denominated idk@rnative Currency, and (iv) such additionalefaas the Administrative Agent

or the L/C Issuer shall determine or the Requiredders shall requir



(9) Amendment to Section 1.1 (Definitiondyrom and after the New Second Amendment Effediate, Section 1.1 of the Credit
Agreement shall be further amended by insertingdhewing new definitions to such Section 1.1 retappropriate alphabetical order:

“Existing Foreign Letters of Creditimeans those Letters of Credit issued by Bank of #gaend described on Schedule 1(c)
“ Second Amendmehimeans that certain Second Amendment to this Agess, dated as of October 29, 2009.
(h) Amendment to Section 1.1 (Definitiondfrom and after the New Second Amendment Effediate, Section 1.1 of the Credit

Agreement shall be further amended by deletinglaulse (g) from the definition of “Restricted Invesnt” in its entirety and replacing it
with the following:

(9) Hedging Liability and Other Hedging Liabilitg iny other Person, in all cases incurred in td@éary course of business and not
for speculative purposes;

(i) Amendment to Section 1.4 (Letter of Credit Amts). From and after the New Second Amendment Effedigte, Section 1.4
of the Credit Agreement shall be amended by resjaiich Section in its entirety as follows:

Section 1.4 Letter of Credit Amountdnless otherwise specified herein, the amouat loétter of Credit at any time shall be deemed
to be the U.S. Dollar Equivalent of the stated amiad such Letter of Credit in effect at such tirpepvided, however, that with
respect to any Letter of Credit that, by its teonghe terms of any Issuer Document related thepetivides for one or more
automatic increases in the stated amount thete®famount of such Letter of Credit shall be deetodzk the U.S. Dollar Equivalent

of the maximum stated amount of such Letter of @#ter giving effect to all such increases, whgtbr not such maximum stated
amount is in effect at such time.

() Amendment to Section 1.5(b) (Exchange Ratesrébey Equivalents) From and after the New Second Amendment Effective
Date, Section 1.5(b) of the Credit Agreement shalamended by restating such Section in its eptagfollows:

(b) Wherever in this Agreement in connection witBarowing, conversion, continuation or prepaymafid Eurocurrency Loan or
the issuance, amendment or extension of a Lett€redit, an amount, such as a required minimumutiphe amount, is expressed
in U.S. Dollars, but such Borrowing, Eurocurrenaah or Letter of Credit is denominated in an Alsive Currency, such amount
shall be the relevant Alternative Currency Equinalegf such U.S. Dollar amount (rounded to the n&tawait of such Alternative
Currency, with 0.5 of a unit being rounded upwaed)determined by the Administrative Age



(k) Amendment to Section 1.6 (Additional AlternaiCurrencies) From and after the New Second Amendment Effediate,
Section 1.6 of the Credit Agreement shall be améngerestating such Section in its entirety asofof:

Section 1.6 Additional Alternative Currencie®) The Borrower may from time to time requestt thurocurrency Loans be made
and/or Letters of Credit be issued in a currentypthan those specifically listed in the definitiof “Alternative Currency”;

provided that such requested currency is a lawftdenicy (other than U.S. Dollars) that is readilpitable and freely transferable ¢
convertible into U.S. Dollars. In the case of anghsrequest with respect to the making of Eurocuayd.oans, such request shall be
subject to the approval of the Administrative Agantl the Revolving Lenders; and in the case ofsaich request with respect to the
issuance of Letters of Credit, such request steadiubject to the approval of the Administrative Aigend the L/C Issuer.

(b) Any such request shall be made to the Admiaiiste Agent not later than 11:00 a.m., 10 Busirizesgs prior to the date of the
desired Credit Extension (or such other time oe @&t may be agreed by the Administrative Agent anithe case of any such requ
pertaining to Letters of Credit, the L/C Issueritéor their sole discretion). In the case of angh request pertaining to Eurocurre
Loans, the Administrative Agent shall promptly fpgach Revolving Lender thereof; and in the cdseny such request pertaining
to Letters of Credit, the Administrative Agent dimbmptly notify the L/C Issuer thereof. Each Rewog Lender (in the case of any
such request pertaining to Eurocurrency LoansheiL{C Issuer (in the case of a request pertaitdrigetters of Credit) shall notify
the Administrative Agent, not later than 11:00 afine Business Days after receipt of such requésther it consents, in its sole
discretion, to the making of Eurocurrency Loangherissuance of Letters of Credit, as the casebmain such requested currency.

(c) Any failure by a Revolving Lender or the L/GUr, as the case may be, to respond to such tegjtigis the time period

specified in the preceding sentence shall be deémbed a refusal by such Revolving Lender or the Issuer, as the case may be, to
permit Eurocurrency Loans to be made or LetteiGreflit to be issued in such requested currendielAdministrative Agent and
the Revolving Lenders consent to making Eurocusrérm@ns in such requested currency, the Adminisaigent shall so notify tf
Borrower and such currency shall thereupon be dddareall purposes to be an Alternative Currencsehader for purposes of any
Borrowings of Eurocurrency Loans; and if the Admtréative Agent and the L/C Issuer consent to thednce of Letters of Credit in
such requested currency, the Administrative Agaatlso notify the Borrower and such currency stia@keupon be deemed for all
purposes to be an Alternative Currency hereundegodgposes of any Letter of Credit issuances.dfAldministrative Agent shall fail
to obtain consent to any request for an additionadency under this Section 1,.6he Administrative Agent shall promptly so notify
the Borrower



(I Amendment to Section 2.2(a) (The Letter of Gr&bmmitment). From and after the New Second Amendment Effediste,
Section 2.2(a) of the Credit Agreement shall berated by:

(i) amending subclause (i) by inserting the folloginew sentence immediately following the end effitst sentence of such
subclause:

Any such Letter of Credit may be issued in U.S.l&slor any Alternative Currency.
(i) restating subclause (iii)(3) contained in su#ction in its entirety as follows:

(3) except as otherwise agreed by the Administeatigent and the L/C Issuer, such Letter of Credibibe denominated in
a currency other than U.S. Dollars or an AlterratBurrency;

(iii) restating subclause (iii)(4) contained in Bugection in its entirety as follows:

(4) a default of any Revolving Lender’s obligatidnsund under Section 2.2(c) exists or any Revagiender is at such
time an Defaulting Lender, unless the L/C Issuerdratered into arrangements satisfactory to thel4¢@er with the
Borrower or such Revolving Lender to eliminate € Issuer’s risk with respect to such Revolvingter.

(iv) inserting the following new subclause (iii)(Bmediately following existing subclause (iii)(4):

(5) the L/C Issuer does not as of the issuanceafaech requested Letter of Credit issue LettéGredit in the requested
currency.

(m) Amendment to Section 2.2(b) (Procedures fardese and Amendment of Letters of CredEyom and after the New Second
Amendment Effective Date, Section 2.2(b) of theditragreement shall be amended by inserting thed&tand currency” immediately
following the word “amount” contained in clause({l{R).

(n) Amendment to Section 2.2(b) (Procedures fardese and Amendment of Letters of CredfEyom and after the New Second
Amendment Effective Date, Section 2.2(b) of theditrAgreement shall be amended by inserting thiefiohg new subsection
(iv) immediately following the existing subsectiii):

(iv) If the Borrower so requests in any applicaifglication, the L/C Issuer may, in its sole andalhte discretion, agree to issue
a Letter of Credit that has automatic extensiorvigions (each, an “ Aut&xtension Letter of Cred®); providedthat any such
Auto-Extension Letter of Credit must permit the L&Suer to prevent any such extension at least imneach twelveanonth perioc
(commencing with the date of issuance of such Lett€redit) by giving prior notice to the beneéicy thereof not later than a d
(the “ NontExtension Notice Dat® in each such twelveaonth period to be agreed upon at the time suctetef Credit is issuet
Unless otherwise directed by the L/C Issuer, the@®wer shall not be required to make a specifiuest to the L/C Issuer for any
such extension. Once an Auto-Extension Letter edhas been issued, the Lenders shall be deanrtelé authorized (but may
not require) the L/C Issuer to permit the extensibauch Letter of Credit at any time to an exulate not later than the Letter of
Credit Expiration Date; providechowever, that the L/C Issuer shall not permit any suckeesion if (A) the L/C Issuer has
determined that it would not be permitted, or wode no obligation, at such time to issue sucketetf Credit in its revised
form (as extended) under the terms hereof (by reasthe provisions of clause (ii) or (iii) of Semt 2.2(a)or otherwise), or (B) it
has received notice (which may be by telephone @riting) on or before the day that is seven BassDays before the Non-
Extension Notice Date (1) from the Administrativgeht that the Required Lenders have elected nu¢rmit such extension or
(2) from the Administrative Agent, any Lender oe tBorrower that one or more of the applicable comaé specified in

Section 3.7is not then satisfied, and in each such case digetite L/C Issuer not to permit such extens




(0) Amendment to Section 2.2(c)(i) (Drawings andnif®irsements; Funding of Participation§rom and after the New Second
Amendment Effective Date, Section 2.2(c)(i) of @medit Agreement shall be amended by insertingdhewing new sentence immediately
following the end of the first sentence of suchti®ec

In the case of a Letter of Credit denominated ilearnative Currency, the L/C Issuer shall notifig Borrower of the U.S. Dollar
Equivalent of the amount of the drawing promptlijdaing the determination thereof and the Compdamgliseimburse the L/C
Issuer in U.S. Dollars.

(p) Amendment to Section 2.2(e) (Obligations AbssluFrom and after the New Second Amendment Effedigge, Section 2.2
(e) of the Credit Agreement shall be amended by:

(i) deleting the word “or” at the end of clause){iv

(i) deleting the period (“.”) at the end of claus® and inserting in lieu thereof “; or”; and

(iii) inserting the following new clause (vi) ingérappropriate numerical ordt



(vi) any adverse change in the relevant exchangs.ra

(q) Amendment to Section 2.2(g) (Cash Collater&ilom and after the New Second Amendment Effeddiate, Section 2.2(g) of
the Credit Agreement shall be amended by insettiadollowing new sentence immediately following tand of the first sentence of such
Section:

In addition, if the Administrative Agent notifiesd Borrower at any time that the U.S. Dollar Eqléaéof all L/C Obligations at su
time exceeds the L/C Sublimit then in effect, theithin two Business Days after receipt of suchigeytthe Borrower shall Cash
Collateralize the L/C Obligations in an amount dédaahe amount by which the U.S. Dollar Equivalehtll L/C Obligations
exceeds the L/C Sublimiprovided, however, that if at any time the sum of (x) the L/C Subtiplus(y) the aggregate amount of all
cash collateral provided pursuant to this sentéimaeis then in the Administrative Agent’s possessxceeds the U.S. Dollar
Equivalent of all L/C Obligations at such time, théministrative Agent shall, within four Businesay® after the Borrower’s written
request therefor, return to the Borrower cash tarldd in an amount equal to the lesser of (x) thewnt of such excess and (y) the
aggregate amount of all cash collateral providedymnt to this sentence that is then in the Adnrative Agent’s possession.

(r) Amendment to Section 2.10(a) (The Swing LinEjom and after the New Second Amendment Effedate, Section 2.10(a)
of the Credit Agreement shall be amended by insgttie following new sentence immediately followthg end of the last sentence of such
Section:

Notwithstanding anything to the contrary contaiimethis Agreement, the Borrower agrees that allf§wioans shall be made at the
sole and absolute discretion of the Swing Line leznd

(s) Amendment to Section 2.10(b) (Borrowing ProceyluFrom and after the New Second Amendment Effe diate,
Section 2.10(b) of the Credit Agreement shall bemged by inserting the following new sentence imiatety following the end of the last
sentence of such Section:

Notwithstanding foregoing, if the Swing Line Lenddrall elect, pursuant to Section 2.10(a), noutalfany Swing Loan for any
reason, the Swing Line Lender shall promptly notiifg Borrower and the Administrative Agent of sedéction after the receipt of
the relevant Swing Loan Notice.

(t) Amendment to Section 6.12 (Indebtedne$¥pm and after the New Second Amendment Effediate, Section 6.12 of the
Credit Agreement shall be amended by:

(i) restating subsection (e) contained in suchiSedn its entirety as follows



(e) Indebtedness under the Portman Limited Fadilign aggregate principal amount not to exceethgatime outstanding
the U.S. Dollar Equivalent of $120,000,000 AustalDollars;

(i) restating subsection (j) contained in sucht®ecin its entirety as follows:

() Indebtedness of Non-Guarantor Subsidiariesotioérwise permitted by this Sectigirpvidedthat the aggregate amount
at any time outstanding of all such Indebtednessindebtedness of the Borrower and all RestrictedsiBlidries secured
by Liens shall not exceed 20% of Net Worth as messsas of the end of the most recently complezhfiquarter prior to
the incurrence of such Indebtedness; and

(u) Amendment to Section 6.13 (Liendjrom and after the New Second Amendment Effed@ate, Section 6.13 of the Credit
Agreement shall be amended by:

(i) restating subsection (d) contained in suchiSegéh its entirety as follows:
(d) Liens in favor of the Administrative Agent oagh collateral provided pursuant to Section 2.2(g);

(i) deleting the reference to “Section 6.12(j)’ntained in subsection (e) of such Section and fimgein lieu thereof the reference
to “Section 6.12(i)"

(iii) restating subsection (j) contained in sucltt@m in its entirety as follows:

(j) Liens securing Indebtedness; provided thatlgregate amount of such secured Indebtednesy titranoutstanding
plusthe Indebtedness of NdBuarantor Subsidiaries under Section 6.12(j), withduplication, shall not exceed 20% of
Worth as measured as of the end of the most rgoemthpleted fiscal quarter prior to the incurren€such Indebtedness.

(v) Amendment to Section 6.14 (Consolidation, Mer&ale of Assets, etc.JFrom and after the New Second Amendment
Effective Date, subsection (m) contained in Sec@idrt of the Credit Agreement shall be amended by:

() deleting each reference to “Section 6.19” cordd in such subsection (m) and inserting in lleeréof the reference to
“Section 6.19(¢" in each such instance; a

(i)  deleting the amount “$15,000,000" referencedte proviso contained in such subsection (m)iasekting in lieu thereof
the amoun“$100,000,00".



(w) Amendment to Section 6.17 (Limitations on Riesitns). From and after the New Second Amendment Effediate,
Section 6.17 of the Credit Agreement shall be aredray:

0] restating clause (ix) contained in such Sectioitsientirety as follows

(ix) in the case of clause (e), any agreementseenithg Indebtedness permitted to be incurred putsoaSection 6.12
(other than Indebtedness permitted to be incuryelddn-Guarantor Subsidiaries that are Foreign $lidr$és pursuant to
clause (j) thereof);

(i) restating clause (x) contained in such Sectiotsiemtirety as follows

(x) any agreements not referred to in clause (djva evidencing Indebtedness of Non-Guarantor Sitr&s that are
Foreign Subsidiaries, the aggregate outstandimgipal amount of which, under all such agreemesttall not exceed at
any time an amount equal 20% of Net Worth (as nreasas of the end of the most recently complewahfiquarter prior
to the incurrence of such Indebtedness);

(x) Amendment to Section 6.19(b) (Minimum Inter€siverage Ratio) From and after the New Second Amendment Effective
Date, Section 6.19(b) of the Credit Agreement shalamended by deleting the ratio of “3.00 to 1.€@itained therein and inserting in lieu
thereof the ratio of “2.50 to 1.00".

(y) Amendment to Section 10.7 (Sharing of-&éf) . From and after the New Second Amendment Effediate, Section 10.7 of
the Credit Agreement shall be amended by insettiagparenthetical “(other than any payment obtalmethe L/C Issuer in connection with
cash collateral or other arrangements made in cegpp@ Defaulting Lender)” immediately followinbé words “in which Revolving Lenders
have made L/C Advances” in the last sentence df Section.

(z) Amendment to ExhibitsFrom and after the New Second Amendment Effediate, Exhibit E to the Credit Agreement shall
be restated in its entirety as Exhibit E attacleethis Amendment.

(aa) Amendment to ScheduleBrom and after the New Second Amendment Effediate, (a) the table of contents to the Credit
Agreement shall be amended by (i) inserting a esfee to “Schedule 1(c) — Existing Foreign Lettdr€edit” immediately following the
reference to “Schedule 1(b) — Mandatory Costs” amd therein and (ii) deleting the reference toh&lule 6.12 — Existing Indebtedness”
contained therein, and (b) the Schedules to thdiCAgreement shall be amended by (i) deleting Sale6.12 and (i) inserting as Schedule
1(c) thereto, Schedule 1(c) attached to this Ameardr




Section 3. Conditions Precedent This Amendment shall become effective as of e €irst set forth above (the “ New Second
Amendment Effective Dat§ upon the satisfaction of each of the followingnditions:

(a) Documentation Administrative Agent shall have received all lo¢ following, in form and substance satisfactory to
Administrative Agent:

(i) a fully-executed and effective Amendment by Beerower, the Guarantors, the Administrative Agand the Required
Lenders;

(i) a fully-executed and effective fee letter, eldtas of the date hereof, among the Borrower, thraiAistrative Agent and
the Banc of America Securities, LLC.

(vi) such additional documents, instruments andrimfation as Administrative Agent may reasonablyesg to effect the
transactions contemplated hereby.

(b) Each of the Lenders consenting to this Amendroaror prior to 5:00 p.m. ET on October 23, 20B8lshave received, on or
prior to the New Second Amendment Effective Dateamendment fee (the * Amendment Fem an amount equal to 15 basis points on the
sum of (i) the principal amount of such Lender'sy8lging Credit Commitment and (ii) the aggregatmgipal amount of such Lender’'s Term
Loans.

Section 4. Continued Validity of Loan Documents. Except for the amendments to the Credit Agreersentorth in Section 2
hereof, this Amendment shall not, by implicatiorotiierwise, limit, impair, constitute a waiver afatherwise affect any rights or remedie
the Administrative Agent or any Lender under anyhef Loan Documents, nor alter, modify, amend arig way affect any of the rights,
remedies, obligations or any covenants of the Begroor any Guarantor contained in any of the ottoam Documents, all of which are
ratified and confirmed in all respects and shafitoaie in full force and effect.

Section 5. Representations and Warranties Each of the Borrower and the Guarantors (eattuc@an Party”) hereby represen
and warrants to the Administrative Agent and thedess as follows:

(a) Due Execution and Authorization; Legal, ValitleBinding Obligation The execution and delivery and performance by suc
Loan Party of this Amendment is within such Persawrporate powers and has been duly authorizexdl bgcessary action on its part. This
Amendment, the Credit Agreement as amended herabglhother Loan Documents to which such Persenparty constitute the legal, va
and binding obligations of such Person, enforceaglenst such Person in accordance with its teemtept as enforceability may be limited
by applicable bankruptcy, insolvency, fraudulent\ayance or similar Laws affecting the enforcenadrareditors’ rights generally and by
general principles of equity (regardless of whetherapplication of such principles is considered proceeding in equity or at Law). This
Amendment, the Credit Agreement as amended herabyha other Loan Documents do not, nor does thfenpeance or observance by such
Loan Party of any of the matters and things heoeitherein provided for, (i) contravene or conséita default under any provision of Law or
any judgment, injunction, order or decree bindipgrusuch Loan Party or any provision of the orgatinal documents (e.g., charter, arti
of incorporation or by laws, articles of associatt operating agreement, partnership agreemesther similar document) of such Loan
Party, (ii) contravene or constitute a default uraley covenant, indenture or agreement of or affguch Loan Party or any of its Property,
in each case where such contravention or defadliyidually or in the aggregate, could reasonatdyekpected to have a Material Adverse
Effect or (c) result in the creation or impositiohany Lien on any Property of such Loan Pa




(b) Representations and Warranties in Loan Docusnéeiit representations and warranties of each Loamyset forth in the
Credit Agreement and in any other Loan Documentraeand correct in all material respects on andfahe date hereof to the same extent
as though made on and as of such date, excep xthnt such representations and warranties ggalsifrelate to an earlier date, in which
case such representations and warranties shalldegretrue and correct in all material respectarahas of such earlier date.

(c) No Default. No Default or Event of Default has occurred amdantinuing.

Section 6. Ratification . Except as expressly amended or waived hereb\tbait Agreement, the other Loan Documents and all
documents, instruments and agreements relateddahare hereby ratified and confirmed in all respemnd shall continue in full force and
effect. The Credit Agreement, together with thisédment, shall be read and construed as a singderagnt. All references in the Loan
Documents to the Credit Agreement or any other Lacument shall hereafter refer to the Credit Agreet or any other Loan Document as
amended hereby.

Section 7. Counterparts; Integration; Effectiveness. This Amendment may be executed in counterpants kg different parties
hereto in different counterparts), each of whichllstonstitute an original, but all of which wheakén together shall constitute a single
contract. Delivery of an executed counterpart sigaature page to this Amendment by telecopieel@etronic mail (in PDF format)) shall be
effective as delivery of a manually executed cop#d of this Amendment.

Section 8. Miscellaneous. This Amendment constitutes the entire agreemiethteoparties with respect to the subject matter
hereof and supersedes any prior understandinggreements which may have existed with respect tineExcept as expressly provided
herein, this Amendment shall not, by implicatiorotiierwise, limit, impair, constitute a waiver afatherwise affect any rights or remedie!
the Administrative Agent or any Lender under theditrAgreement or the other Loan Documents, ner athodify, amend or in any way
affect any of the obligations or covenants contdiimethe Credit Agreement or any of the other LBaxtuments, all of which are ratified and
confirmed in all respects and shall continue ihfiice and effect. To the extent there is any imsistency between the terms and provisions
of any Loan Document and the terms and provisidiisi® Amendment, the terms and provisions of fhisendment shall govern. The
headings used in this Amendment are for conveniehoeference only and shall not in any way be deio limit, define or describe the
scope and intent of this Amendment or any provisiereof. This Amendment shall be binding upon amuld to the benefit of the
Administrative Agent, each of the Lenders and ezfdhe Loan Parties and their respective Subsebaand to each of their respective
successors in title and assigns. This Amendmentrmoaipe modified or amended except in a manner itedrby Section 10.11 of the Credit
Agreement. In making proof of this Amendment, iabinot be necessary to produce or account for rii@e one such counterpe




Section 9. Costs and ExpensesPursuant to Section 10.13 of the Credit Agreemadhteasonable out-of-pocket costs and
expenses incurred or sustained by the Administatigent in connection with this Amendment, incluglall reasonable and properly
documented fees, charges and disbursements feesimgel of the Administrative Agent in producingproducing and negotiating this
Amendment, will be for the account of the Borrowsrether or not this Amendment is consummated.

Section 10. Governing Law . THIS AMENDMENT AND THE RIGHTS AND OBLIGATIONS OFHE PARTIES
HEREUNDER SHALL BE GOVERNED BY, AND SHALL BE CONST&ED AND INTERPRETED IN ACCORDANCE WITH, THE
LAWS OF THE STATE OF NEW YORK (EXCLUDING THE LAWS RPLICABLE TO CONFLICTS OR CHOICE OF LAW TO THE
EXTENT THAT THE APPLICATION OF THE LAW OF ANOTHERURISDICTION WOULD BE REQUIRED THEREBY).

[Remainder of page intentionally blan



IN WITNESS WHEREOF, the parties hereto have catisisdmendment to be executed and delivered dseoflate first above writte
“ B ORROWER

CLIFFS NATURAL RESOURCES INC.
(F/k /A CLEVELAND -C LIFFs| NC)

By: /s/ Laurie Brla:

Name: Laurie Brla

Title: Executive Vice President and Chief Finahc
Officer

Second Amendment to Credit Agreement



“ A DMINISTRATIVEA GENT”
BANK OF AMERICA, N.A., as Administrative Ager

By: /s/ George S. Carey

Name: George S. Carn
Title:  Assistant Vice Preside

Second Amendment to Credit Agreement



BANK OF AMERICA, N.A., as a Lender, Swing Line
Lender and as L/C Issu

By: /s/ Kenneth G. Woo
Name: Kenneth G. Woc
Title: Senior Vice Preside

Second Amendment to Credit Agreem



JPMORGAN CHASE BANK, N.A., as a Lend

By: /s/ Barry A. Boderscha

Name: Barry A. Boderscha
Title: Assistant Vice Preside

Second Amendment to Credit Agreem



RBS CITIZENS, N.A., as a Lend

By: /s/ Debra L. McAllonis

Name: Debra L. McAlloni:
Title: Senior Vice Preside

Second Amendment to Credit Agreem



KEYBANK NATIONAL ASSOCIATION, as
Documentation Agent and a Lenc

By: /s/ Suzannah Harr

Name: Suzannah Hari
Title: Vice Presider

Second Amendment to Credit Agreem



FIFTH THIRD BANK, as a Lende

By: /s/ R.C. Lanctc

Name: Roy C. Lanctc
Title:  Vice Presider

Second Amendment to Credit Agreem



COMMONWEALTH BANK OF AUSTRALIA, as
a Lendel

By: /sl Greg A. Caion

Name Greg Caione¢
Title: Head of Natural Resourc- America

Second Amendment to Credit Agreem



PNC BANK, NATIONAL ASSOCIATION, as a Lende

By: /sl Joseph G. More
Name Joseph G. Mora
Title:  Senior Vice Presidel

Second Amendment to Credit Agreem



US BANK, N.A., as a Lende

By: /sl Patrick McGrav

Name Patrick McGraw
Title: Vice Presiden
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BMO CAPITAL MARKETS, FINANCING INC.,
as a Lende

By: /s/ Pam Schwar

Name Pamela E. Schwar
Title: Director

Second Amendment to Credit Agreem



NATIONAL AUSTRALIA BANK LIMITED
A.B.N. 12 004 044 937, as a Lenc

By: /sl C. A. Cloe

Name Courtney A. Cloe
Title:  Director

Second Amendment to Credit Agreem



NATIONAL CITY BANK, as a Lende!l

By: /sl R.S.Colema

Name Robert S. Colema
Title: Senior Vice Presidel

Second Amendment to Credit Agreem



COMERICA BANK, as a Lende

By: /s/  Brandon Wellin

Name Brandon Welling
Title:  AVP

Second Amendment to Credit Agreem



RATIFICATION OF GUARANTY

Each of the undersigned Guarantors hereby (a) adkdges and consents to the foregoing AmendmentrenBorrower’s execution
thereof, (b) joins the foregoing Amendment for siade purpose of consenting to and being bound &ytbvisions of Sections 4 and 5 ther
and (c) ratifies and confirms all of their respeetobligations and liabilities under the Loan Doeuts to which any of them is a party and
ratifies and confirms that such obligations andiliies extend to and continue in effect with respto, and continue to guarantee the
Obligations of the Borrower under the Loan Docuraent

“G UARANTORS
T HE C LEVELAND -C LIFFS| RONC OMPANY

By: /s/ Steven M. RagL
Name Steven M. Ragu
Title:  Vice President and Treasu

C LIFFSM INING C OMPANY
CLFPINNOAK LLC

By: /s/ Laurie Brla:

Name Laurie Brlas

Title:  Executive Vice President and Chief
Financial Officel

N ORTHSHOREM INING C OMPANY

SILVER B AY P ower C oMPANY

C LIFFSM INNESOTAM INING C OMPANY
CLIFFSE MPIRE, | NC.

CLIFFSTIOP, INC.

C LIFFsN ORTHA MERICAN COAL LLC (F/K /A
PINN O AK R EsoOuRCES LLC)

C LIFFS S ALES C OMPANY

By: /s/ Laurie Brla
Name Laurie Brlas
Title:  Vice Presiden

Second Amendment to Credit Agreement



Exhibit 10(qqq)

CLIFFS NATURAL RESOURCES INC.
THE TERMS AND CONDITIONS OF
THE 2009 PARTICIPANT GRANT
TO JOSEPH A. CARRABBA
UNDER THE
2007 INCENTIVE EQUITY PLAN

The Compensation and Organization Committee oBtheerd of Directors of Cliffs Natural Resources Iftbe “Committee”) hereby
establishes the Terms and Conditions of the 200@cR@ant Grant to Joseph A. Carrabba (“the Graatijler the 2007 Incentive Equity Plan
(“Plan”) as follows:

ARTICLE 1.

Definitions

All terms used herein with initial capital letteasd defined in the Plan shall have the meaninggrae to them in the Plan and the
following additional terms, when used herein witktial capital letters, shall have the following améngs:

1.1 “Aggregate Value Added Obijective’shall mean the Aggregate Value Added Objectivdasit in Part 1 of Exhibit A.
1.2 “Incentive Period” shall mean the period beginning with the Date ef@rant and ending with December 31, 2013.

1.3 “Other Performance Objectives”shall mean the factors set forth in Part 2 of Eittband any other factors as may be used by the
Committee in the exercise of its negative discretinder Part 2 of Exhibit A.

1.4 “Performance Objectives’shall mean the Aggregate Value Added ObjectivethadDther Performance Objectives.

1.5 “Performance Shares Earned’shall mean the number of Performance Shares grantbd Award that are determined by the
Board after the conclusion of the Performance Banimder Section 2.3 to have been earned by a ipariic as determined under Section 2.3.
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1.6 “Share Ownership Guidelines’shall mean the Cliffs Natural Resources Inc. Degitand Officers’ Share Ownership Guidelines,
as amended from time to time.

ARTICLE 2.

Grant and Terms of Performance Shares

2.1 Grant of Performance Shares Pursuant to the Plan, the Company, by action oCt@mittee, has granted to the Participant the
number of Performance Shares as specified in taat@Grithout dividend equivalents, effective ashaf Date of Grant.

2.2 Issuance of Performance SharesThe Performance Shares covered by the Granthese fTerms and Conditions shall result in the
issuance of Shares (or cash, or a combination afeéShand cash, as decided by the Committee inlggisscretion), if at all, only after the
completion of the Incentive Period and only if andhe extent to which such Performance Sharesareed as provided in Section 2.3 of this
Article 2.

2.3 Performance Shares EarnedNo Performance Shares subject to the Grant baaharned unless the Aggregate Value Added
Objective is achieved at some time during the ItigerPeriod. If the Aggregate Value Added Objeciwachieved at some time during the
Incentive Period, the number of Performance Shaaesed shall be 67,009 or such lesser number a&dhenittee may determine in its
discretion based upon the achievement of the Gtedbrmance Objectives, as determined and certifjethe Committee as of the end of the
Incentive Period.

2.4 Performance Shares Not EarnedIn the event that Performance Shares covered bgtaet do not become Performance Shares
Earned by reason of the exercise by the Commiftéeeadiscretion to reduce the amount that othexwisuld be earned, based upon the level
of satisfaction of the Other Performance Objectities Shares that do not become earned by reasutbfCommittee action shall be
governed by Section 3.3 of the Plan, but subjethécadded prohibition and condition that such &hahall not be used or
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taken into account in any manner that is inconststéth “negative discretion” provisions of Tred&eg. Section 1.162-27(e)(2)(iii).

2.5 Payment of Performance Shares

(a) The payment of Performance Shares Earnedishatlade in the form of Shares, cash, or a combimafi Shares and cash, as
decided by the Committee in its sole discretiom simall be paid after the determination by the Cdtben of whether the Aggregate Value
Added Objective was attained during the Performder@od and the level of attainment of the OthefdPmance Objectives (with the
financial calculations associated with such deteations previously reviewed by an independent aitog professional), but in any event
later than 21 £ months following after the end of the IncentiveiBérIn the event that all or any portion of thefBenance Shares Earned
shall be paid in cash, the cash equivalent of @rRnance Share Earned shall be equal to the geetasing price of one share of common
stock of the Company on the last Trading Day (dmeeé in Exhibit A) of the calendar year in whidietPerformance Period ends. The
Committee may withhold Shares to the extent necgssaatisfy federal, state, local or foreign inmtax withholding requirements, as
described in Section 4.2. In addition, the Comraitigay restrict 50% of the Shares to be issuedtisfaation of the total Performance Shares
Earned, before income tax withholding, so that tt@ynot be sold by Participant unless immediatigr auch sale the Participant is in
compliance with the Share Ownership Guidelines dnatapplicable to the Participant at the timeadd.s

(b) Any payment of Performance Shares Earned &caabsed Participant shall be paid to the benefidesignated by the
Participant on the Designation of Death Beneficattgched as Exhibit B and filed with the Compdhyo such beneficiary has been
designated or survives the Participant, paymerit seanade to the estate of a Participant. A beieefy designation may be changed or
revoked by a Participant at any time, provideddh&nge or revocation is filed with the Company.
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(c) Prior to payment, the Company shall only haveiafunded and unsecured obligation to make paywofdderformance Shares
Earned to the Participant. The Performance Shanesred by the Grant and these Terms and Conditi@ihave not yet been earned as
Performance Shares Earned, and any interests @fattieipant with respect thereto, are not trardfier other than by completion of the
Designation of Death Beneficiary attached as ExMdlor pursuant to the laws of descent and distidinu

2.6 Death, Disability, or Termination without Cause.

(a) With respect to Performance Shares grantedP@ricipant whose employment is terminated becafifee Participant’s death
or Disability, or who is terminated by the Compamthout Cause, the Participant (or his beneficiarthe case of his death) shall receive at
the time specified in Section 2.5(a) as Performa&itares Earned the number of Performance Shareslatgrmined after the end of the
Incentive Period under Section 2.3, prorated baged (x) the number of full months between Decen3de 2009 and the date the
Participant ceased to be employed by the Compawiged by the forty-eight (48) months in the IndeatPeriod.

(b) In the event a Participant voluntarily termememployment prior to December 31, 2013 or isiteatad by the Company with
Cause prior to the date of payment of Performarages Earned, the Participant shall forfeit alhtigp any Performance Shares that would
have been earned under the Grant and these Tedr@aaditions.

ARTICLE 3.

Other Terms Common to Performance Shares

3.1 Forfeiture .

(a) A Participant shall not render services for aryanization or engage directly or indirectly imyeébusiness which is a competi
of the Company or any affiliate of the Companywhich organization or business is or plans to bexpnejudicial to or in conflict with the
business interests of the Company or any affiliditdthe Company.



(b) Failure to comply with subsection (a) abovd wdluse a Participant to forfeit the right to Perfance Shares and require the
Participant to reimburse the Company for the tax@btome received or deferred on Performance Shiaaébecome payable to the
Participant that have been paid out in Shares mwitheé 90-day period preceding the Participantsibeation of employment.

(c) Failure of the Participant to repay to the Campthe amount to be reimbursed in subsectioni{byawithin three days of
termination of employment will result in the offs#tsaid amount from the Participant’s account hedein the Company’s Voluntary Non-
Qualified Deferred Compensation Plan, if applicalalethe time that the amounts owed under the \talyrNon-Qualified Deferred
Compensation Plan are scheduled for payment), afrdfm any accrued salary or vacation pay oweti@tate of termination of employme
or from future earnings payable by the Participengxt employer. If applicable, such offset shalbdleemed to constitute the payment due to
him under the Voluntary Non-Qualified Deferred Camnpation Plan in accordance with the time and foffpayment specified under the
Voluntary Non-Qualified Deferred Compensation Pdauad the immediate repayment to the Company of theuats owed under these Terms
and Conditions.

3.2 Change in Control. In the event a Change in Control (as definedhénRlan) occurs, all Performance Shares grantadParticipant
for Incentive Periods which have not ended befoee@hange in Control shall, notwithstanding anyceding provisions of these Terms and
Conditions to the contrary, immediately become éreniince Shares Earned on a one-to-one basis regauaflthe Performance Objectives.
All Performance Shares, if any, granted to a Pigeitt for an Incentive Period which ended befoseGhange in Control, and which have not
been paid in accordance with Section 2.5, will berded to be Performance Shares Earned to the extgminly to the extent that they
became Performance Shares Earned as of the ehd lofdentive Period based upon the Performancec®lgs for the Incentive Period.
Notwithstanding any preceding provisions of thesenTs and Conditions 1
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the contrary, the value of all Performance Shamaéd, including ones for Incentive Periods whiakiehalready ended: (a) shall be paid in
cash based on the Fair Market Value of the Shatsmdined on the date the Change in Control oceund;(b) all such payments with resg
to Performance Shares shall be made within 10 dftfee Change in Control.

ARTICLE 4.

General Provisions

4.1 Compliance with Law. The Company shall make reasonable efforts to &pmiph all applicable federal and state securitass;
provided, however, notwithstanding any other provision of the Grandl these Terms and Conditions, the Company sbebienobligated to
issue any Shares pursuant to the Grant and thesesBad Conditions if the issuance or payment tfexeuld result in a violation of any
such law; provided however, that the Shares will be issued at the earliet diawhich the Company reasonably anticipatesthigaissuance
of the Shares will not cause such violation.

4.2 Withholding Taxes. To the extent that the Company is required thwdtd federal, state, local or foreign taxes inr@xtion with
any payment of Performance Shares Earned to thigipant , the Company shall withhold the minimumaunt of taxes which it determines
it is required by law or required by the termsha# Plan to withhold in connection with any recogmtof income incident to this Plan payable
in cash or Shares to the Participant or the Ppéitis beneficiary. In the event of a taxable ewamirring with regard to Shares on or after
the date that the Shares become nonforfeitableCtmepany shall reduce the Shares owed to the Ranticor beneficiary by the fewest
number of such Shares owed to the Participant mefimary such that the Fair Market Value of sut¢tai®s shall equal (or exceed by not n
than the Fair Market Value of a single Share) thdi€lpant’s or other person’s “Minimum Withholdifigax Liability” resulting from such
recognition of income. The Company shall pay caghakto such Fair Market Value to the appropriatértg authority for purposes of
satisfying such withholding responsibility. If ssttibution or other event does not result in
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any withholding tax liability as a result of therB@ipant’s election to be taxed at an earlier datéor any other reason, the Company shall not
reduce the Shares owed to the Participant or b@asfi For purposes of this paragraph, a persddisimum Withholding Tax Liability” is

the product of: (a) the aggregate minimum appliedbtieral and applicable state and local incomkhaeitling tax rates on the date of a
recognition of income incident to the Plan; andtfi® Fair Market Value of the Shares recognizeid@sme to the Participant or other person
determined as of the date of recognition of incoonather taxable amount under applicable statutes

4.3 Continuous Employment. For purposes of the Grant and these Terms andi@ms, the employment of the Participant with the
Company shall not be deemed to have ceased, amhttieipant shall not be deemed to have ceaskd &m employee of the Company, by
reason of the transfer of his employment amongthmpany and its Subsidiaries or an approved ledabsence.

4.4 Relation to Other Benefits Any economic or other benefit to the Participander the Grant and these Terms and Conditiortseor t
Plan shall not be taken into account in determiming benefits to which the Participant may be atitnder any profit-sharing, retirement or
other benefit or compensation plan maintained lkeyGbmpany or a Subsidiary and shall not affecatheunt of any life insurance coverage
available to any beneficiary under any life insweaplan covering employees of the Company or aiSiaipg.

4.5 These Terms and Conditions Subject to PlanThe Performance Shares granted under the Grdrthase Terms and Conditions
and all of the terms and conditions hereof areexiitip all of the terms and conditions of the P&oppy of which is available upon request.

4.6 Amendments. The Plan, the Grant and these Terms and Consditian be amended at any time by the Company. Amndment
to the Plan shall be deemed to be an amendmeim¢ tGriant and these Terms and Conditions to thenetttat the amendment is
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applicable hereto. Except for amendments necessdmng the Plan, the Grant and these Terms amdli@ons into compliance with current
law including Internal Revenue Code Section 409%Aamendment to either the Plan, the Grant or thesms and Conditions shall adversely
affect the rights of the Participant under the Gerd the Grant and these Terms and Conditionuiitthe Participant’s consent.

4.7 Severability. In the event that one or more of the provisioihthe Grant and these Terms and Conditions shali\adidated for an
reason by a court of competent jurisdiction, argvjgion so invalidated shall be deemed to be sépmfeom the other provisions hereof, and
the remaining provisions hereof shall continuedovhlid and fully enforceable.

4.8 Governing Law. The Grant and these Terms and Conditions shalbhstrued and governed in accordance with the tdviise
State of Ohio.

These written Terms and Conditions are hereby &doihis 16" day of February, 2010, in accordanch thi¢ terms and conditions of
the Grant on the 17th day of December, 2009 byrtembers of the Compensation and Organization Caeenitf the Board of Directors of
Cliffs Natural Resources Inc.

/sl Francis R. McAllister
Francis R. McAlliste

/s/ James D. Ireland Il
James D. Ireland I

/s/ Roger Phillips
Roger Phillips

/s/ Ronald C. Cambre
Ronald C. Cambr

/sl Barry J. Eldridge
Barry J. Eldridge
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Exhibit A
PERFOMANCE OBJECTIVES

Part  Aggregate Value Added Objective.

The Aggregate Value Added Objective is achieveahi only if, at any time during the Incentive Pdrithe Company’s Aggregate
Value (as defined below) is at least One Hundréy Piercent (150%) of the Starting Aggregate Vdredefined below). For purposes of
preceding sentence, the following definitions shalbly:

(a) “Aggregate Value” as of a given day shall m#@nCompany’s average closing market share priceggamon share, multiplied by
the average number of outstanding shares of constoak, during a period of Sixty (60) consecutivading Days.

(b) “Trading Day” means any day on which Shares bmayraded and a Fair Market Value of a Share neagetermined.

(c) “Starting Aggregate Value” shall mean the ageréi.e., mean) Aggregate Value for the last S{g8) Trading Days of the 2009
calendar year.

Part 2 Negative Discretion as to Other Performance Ohjesti

Assuming the Aggregate Value Added Objective issBatl during the Performance Period, the numbd?aformance Shares Earned
will be 67,009 or such lesser number determinethbyCommittee based on the Participant’s achieveofesertain performance factors
evaluated in the Committee’s discretion. Specilical

» aggregate value of the Company relative to itsg:
» increase in the Compa'’s equity trading multiples
» degree of diversification of the Company into maisrother than iron ore and metallurgical coal;

 other factors to be determined by the Committeguding (without limitation) timing of results rdlae to goals, sustainability of market
values, and quality of new commodities and openati

Based upon the performance relative to these facamid other factors that the Committee in itsrdisan may consider, the Committee may
exercise negative discretion to reduce the numbireoPerformance Shares Earned.
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Exhibit B
BENEFICIARY DESIGNATION

In accordance with the terms and conditions ofQleveland-Cliffs Inc 2007 Incentive Equity Plan [@R”), my 2009 Participant Grant

(“Grant”) and the 2009 Terms and Conditions (“Teamnsl Conditions”), | hereby designate the persanflirated below as my beneficiary
(ies) to receive any payments under the Plan, GrathfTerms and Conditions after my death.

Name
Address

Social Sec. Nos. of Beneficiary(i
Relationship(s)
Date(s) of Birth

In the event that the above-named beneficiaryfiexjecease(s) me, | hereby designate the follopgmgon(s) as beneficiary(ies):

Name
Address

Social Sec. Nos. of Beneficiary(i
Relationship(s)
Date(s) of Birth

| hereby expressly revoke all prior designationbearieficiary(ies), reserve the right to changebtiveeficiary(ies) herein designated and

agree that the rights of said beneficiary(ies)Idimkubject to the terms of the Plan, Grant aeddiTerms and Conditions. In the event that

there is no beneficiary living at the time of myattg | understand that the payments under the Bleant and these Terms and Conditions
be paid to my estate.

Date (Signature’

(Print or type name
11



CLIFFS NATURAL RESOURCES INC.

2009 PARTICIPANT GRANT
UNDER THE
2007 INCENTIVE EQUITY PLAN

Effective December 17, 2009 (“Date of Grant”), @empensation and Organization Committee (“Commiifteéthe Board of Directol
of Cliffs Natural Resources Inc. (“Company”) heradrants to Joseph A. Carrabba (“Participant”), mpleyee of the Company or of a
Subsidiary of the Company, an Award of Sixty-SeVéousand Nine (67,009) Performance Shares covérsmmcentive period commencing
December 31, 2009 and ending December 31, 2018dfitive Period”) under the Cleveland-Cliffs, In6@0Z Incentive Equity Plan (“the
Plan™). The number of Performance Shares grantediwited, in accordance with Section 3.2(c) of Bian, so that the number of shares
times the closing price of one share of the Comjsatymmon stock on the Date of Grant does not ekeeel approximately equals
$3,000,000 (sometimes referred to as “the Maximumitation”). The Award is intended to create a fio&l incentive for the attainment of a
performance target and to allow for the exerciseeagfative discretion by the Committee after Decam3tie 2013, such that the value of the
Shares Earned may equal $2,000,000 (sometimesagfier as the “target payout amount”), or such oéneount, determined by the
Committee in its discretion, that appropriatelyieefs in the Committee’s judgment the Participaathievement of financial metrics and
other factors. Notwithstanding the foregoing, inevent may Performance Shares Earned be greate6ha09 shares.

This Award shall be subject to the terms and caomlitof the 2009 Participant Grant to the Participander the 2007 Incentive Equity
Plan, approved by the Committee at its Decembe2Q@9 meeting (“the Terms and Conditions”) providethe Participant as attached
hereto.

12



CLIFFS NATURAL RESOURCES INC
(“Compan™)

/s/ William A. Brake

William A. Brake
EVP, Human & Technical Resourc

The undersigned Participant hereby acknowledgespecf the attached Terms and Conditions, herenyagles that he has read the
Terms and Conditions, agrees to the Terms and @onslj and accepts the Award of Performance Shares.

/sl Joseph A. Carrabba

Participant

Print Name Joseph A. Carrabba

*Return one executed copy of the 2009 Participant ant to the Company indicating receipt and acceptaoe of the 2009 Participant
Grant and the Terms and Conditions of the 2009 Paitipant Grant under the 2007 Incentive Equity Plan.*

13



Ratio of Earnings To Combined Fixed Charges
And Preferred Stock Dividend Requirements

(In Millions)

Consolidated pretax income from continuing operest
Undistributed earnings of n-consolidated affiliate
Amortization of capitalized intere

Interest expens

Acceleration of debt issuance ca

Interest portion of rental expen

Total Earnings

Interest expens

Acceleration of debt issuance ca

Interest portion of rental expen

Preferred Stock dividend requireme
Fixed Charges and Preferred Stock Dividend Requdrds

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREERRED
STOCK DIVIDEND REQUIREMENTS

Year Ended December 3

Exhibit 12

2009 2008 2007 2006 2005
$290.¢ $716.2 $380.7 $387.6  $368.1
(65.5) (35.]) (11.2) 0.1 0.1
3.C 5.€ 2.0 2.C 2.C
39.C 39.¢ 22.€ 3.6 4.5
— — 0.8 1.7 —
5.8 8.4 4.7 5.4 5.C
$272.¢ $735.( $399.¢ $400.¢  $379.7
$ 39.C $ 39.¢ $ 22.¢ $ 3 $ 4E
— — 0.8 1.7 —
5.8 8.4 4.7 5.4 5.C
— 1.4 6.7 7.4 6.8

$ 44.¢ $ 49.¢ $ 34.¢ $18.1 $ 16.c
6.1x 14.8» 11.5x 22.1x 23.3»



CLIFFS NATURAL RESOURCES INC. AND ITS SUBSIDIARIES AND AFFILIATES

As of December 31, 2009

Name

Cliffs Natural Resources In

7261471 Canada In

7261489 Canada In

7261543 Canada In

7280831 Canada In

Anglo Ferrous Amapa Mineracéo Ltc
Anglo Ferrous Logistica Amapa Ltc
Arnaud Railway Compan

AusQuest Limitec

Barcomba Joint Venture (unincorporated .
Beard Pinnacle, LL(

CALipso Sales Compar

Centennial Asset Participacdes Amapa ¢
Clevelan«Cliffs International Holding Compar
Clevelan:-Cliffs Ore Corporatior

CLF PinnOak LLC

Cliffs (Gibraltar) Holdings Limitec

Cliffs (Gibraltar) Holdings Limited Luxembourg S&.
Cliffs (Gibraltar) Limited

Cliffs (Gibraltar) Mather Il Limited

Cliffs (US) Mather | LLC

Cliffs and Associates Limite

Cliffs Asia Pacific Iron Ore Finance Pty L

Cliffs Asia Pacific Iron Ore Holdings Pty Ltd (fkeortman Limited

Cliffs Asia Pacific Iron Ore Investments Pty L
Cliffs Asia Pacific Iron Ore Management Pty L
Cliffs Asia Pacific Iron Ore Pty Ltd (fka Portmaroh Ore Limited)
Cliffs Australia Coal Pty Ltc

Cliffs Australia Holdings Pty Lt

Cliffs Australia Washplant Operations Pty |
Cliffs Biwabik Ore Corporatiol

Cliffs Brown B.V.

Cliffs Empire, Inc.

Cliffs Erie L.L.C.

Cliffs Exploraciones Peru S.A.(

Cliffs Greene B.V

Cliffs Harrison B.V.

Cliffs International Lux | S.ar.

Cliffs International Lux Il S.a .|

Cliffs International Lux IV S.ar.l. (In Liquidatig
Cliffs International Luxembourg S.a r

Cliffs International Management Company LI
Cliffs International Mineracao Brasil Ltd

Cliffs International Participacdes Brasil Ltc
Cliffs Marquette, Inc

Cliffs Merger Sub, Inc

Cliffs’
Effective
Ownership

10C%
10C%
10C%
10C%
30%
30%
26.83(%
30%
50%
10C%
82.39%%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
82.391%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%
10C%

Exhibit 21

Place of Incorporation

Ohio, USA
Ontario, Canad
Ontario, Canad
Ontario, Canad
Ontario, Canad
Brazil

Brazil

Quebec, Canac
WA Australia
WA Australia
Oklahoma, US#/
Delaware, US£
Brazil
Delaware, US£
Ohio, USA
Delaware, US£
Gibraltar
Luxembourg
Gibraltar
Gibraltar
Delaware, US£
Trinidad

WA Australia
SA Australia
QLD Australia
NSW Australia
NSW Australia
QLD Australia
QLD Australia
QLD Australia
Minnesota, USA
The Netherland
Michigan, USA
Delaware, US£
Peru

The Netherland
The Netherland
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Delaware, US£
Brazil

Brazil
Michigan, USA
Delaware, US£



Cliffs’

Effective

Name Ownership Place of Incorporation
Cliffs Minera Peru S.A.C 10C% Peru
Cliffs Mineragédo Ltda 10C% Brazil
Cliffs Mining Company (fka Pickands Mather & Ci 10C% Delaware, US#
Cliffs Mining Services Compan 10C% Delaware, US/
Cliffs Minnesota Mining Compan 10C% Delaware, US/
Cliffs Natural Gas Compar 10C% Delaware, US/
Cliffs Natural Resources Exploration Canada 10C% Ontario, Canad
Cliffs Natural Resources Exploration Ir 10C% Delaware, US/
Cliffs Natural Resources Holdings Pty L 10C% WA Australia
Cliffs Natural Resources Luxembourg S.a 10C% Luxembourg
Cliffs Natural Resources Pty Ltd (fka Cliffs A-Pacific Pty Limited) 10C% WA Australia
Cliffs Netherlands B.V 10C% The Netherland
Cliffs North American Coal LLC (fka PinnOak Resoes¢ LLC) 10C% Delaware, US#
Cliffs Oil Shale Corp 10C% Colorado, USA
Cliffs Reduced Iron Corporatic 10C% Delaware, US/
Cliffs Reduced Iron Management Comp: 10C% Delaware, US/
Cliffs Renewable Energies LL 10C% Delaware, US/
Cliffs Sales Company (fka Northshore Sales Comp 10C% Ohio, USA
Cliffs Scovil B.V. 10C% The Netherland
Cliffs Sterling B.V. 10C% The Netherland
Cliffs Technical Products LL( 10C% Delaware, US#
Cliffs TIOP, Inc. (fka Cliffs MC Empire, Inc. 10C% Michigan, USA
Cliffs UTAC Holding LLC 10C% Delaware, US#
CNR Exploration Mexico S. de R.L. de C. 10C% Mexico
Cockatoo Island Holdings Pty L 10C% NSW Australia
Cockatoo Iron Ore Joint Venture (unincorporated 50% SA Australia
Cockatoo Mining Pty Ltc 50% WA Australia
Currawong Coal Pty Lt 50% NSW Australia
Empire Iron Mining Partnershi 79% Michigan, USA
Emerald Joint Venture (unincorporated . 50% WA Australia
First Point Minerals Corporatic 15% Alberta, Canad
Freewest Resources Canada 12.11% Quebec, Canac
Golden West Resources Limit 16.96(% WA Australia
Hibbing Development Compat 3% Minnesota, US#
Hibbing Taconite Compar 23% Minnesota, US/
IronUnits LLC 10C% Delaware, US/
Knoll Lake Minerals Limitec 15.63% Canade
Koolyanobbing Iron Pty Lt 10C% WA Australia
KWG Resources Inc 19.91% Quebec, Canac
Lake Superior & Ishpeming Railroad Comp: 10C% Michigan, USA
MABCO Steam Company, LL! 40.46% Delaware, US/
Marquette Iron Mining Partnersh 10C% Michigan, USA
Marquette Range Coal Service Comp 82.08t% Michigan, USA
Maryborough Joint Venture (unincorporated . 50% WA Australia
Michigan Iron Nugget LLC 50% Delaware, US/
Midway Ore Company Lt—Minerais Midway Ltee 10C% Quebec, Canac
Mt. Finnerty Joint Ventur: 80% WA Australia
Mount Inglis Joint Venture (unincorporated < 50% WA Australia
Northern Conservation, LL! 10C% Minnesota, US/
Northern Land Company Limite 13.41% Newfoundland, Cana

Northshore Mining Compan 10C% Delaware, US#



Cliffs’

Effective

Name Ownership Place of Incorporation
Oak Grove Land Company, LL 10C% Delaware, US/
Oak Grove Resources, LL 10C% Delaware, US/
Pickands Hibbing Corporatic 10C% Minnesota, US/
Pinnacle Land Company, LL 10C% Delaware, US/
Pinnacle Mining Company, LL¢ 10C% Delaware, US/
PinnOak Coal Sales, LL 10C% Delaware, US/
Pluton Resources Limite 12.4% Victoria, Australia
PolyMet Mining Corporatiot 6.43t% BC, Canad:
Portman Coal Investments Pty L 10C% WA Australia
Portman Iron Ore Limited (fka Esperance Iron Lird)t 10C% WA Australia
Portman Limited (fka Pelsoil Limitec 10C% Australia
Portman Mining Limitec 10C% NA Australia
renewaFUEL, LLC 90.71% Minnesota, US/
Republic Wetlands Preserve LL 10C% Michigan, USA
Seignelay Resources, Inc. (fka Angola Services @aitjpn) 10C% Delaware, US#
Silver Bay Power Compar 10C% Delaware, US/
Sonoma Coal Projer 8.33% QLD Australia
Sonoma Mine Management Pty L 45% QLD Australia
Springleigh Joint Venture (unincorporated . 50% WA Australia
St Lawrence Joint Venture (unincorporated 50% WA Australia
Syracuse Mining Compar 10C% Minnesota, US/
The Clevelan-Cliffs Iron Company 10C% Ohio, USA
The Clevelan-Cliffs Steamship Compar 10C% Delaware, US#
Tilden Mining Company L.C 85% Michigan, USA
Twin Falls Power Corporation Limite 6.86€% Canade
United Taconite LLC 10C% Delaware, US#
Wabush Iron Co. Limite: 10C% Ohio, USA
Wabush Lake Railway Company, Limit 26.83(% Newfoundland, Cana

Wabush Mines (unincorporated J 26.83(% Newfoundland, Cana



Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in:

Registration Statement No. 333-30391 on Form Sr&jméng to the 1992 Incentive Equity Plan (as adezhand restated as of May 13,
1997) and the related prospectus;

Registration Statement No. 333-56661 on Form Ss&faended by Post-Effective Amendment No. 1) partgito the Northshore
Mining Company and Silver Bay Power Company RetegehSaving Plan and the related prospectus;

Registration Statement No. 333-06049 on Form Srk&jméng to the Cliffs Natural Resources Inc. Nompéoyee Directors’
Compensation Plan;

Registration Statement No. 333-84479 on Form Sr&jméng to the 1992 Incentive Equity Plan (as adezhand restated as of May 11,
1999);

Registration Statement No. 333-64008 on Form Ss&faended by Post-Effective Amendment No. 1 anttPfésctive Amendment
No. 2) pertaining to the Cliffs Natural Resources.INonemployee Directors’ Compensation Plan (asrated and restated as of
January 1, 2004);

Registration Statement No. 333-153873 on Form 8rBaming to the registration of common shares tinay be offered for sale or
otherwise from time to time by United Mining CotdL, in connection with Cliffs Natural Resources.ls acquisition of their 30%
interest in United Taconite LLC;

Registration Statement No. 333-153890 on Form 8rBaming to the registration of common shares tinay be offered for sale or
otherwise from time to time by selling shareholdarsonnection with the satisfaction of certain eyt obligations owed to the selling
shareholders that rose out of the transaction iclw@liffs Natural Resources Inc. acquired Pinn®asources, LLC; and

Registration Statement No. 333-159162 on Form &t8diMay 12, 2009 pertaining to the registratioamindeterminate number of
common shares (and accompanying rights) that noay fime to time be issued at indeterminate prices.

of our reports dated February 18, 2010 relatingpécfinancial statements and financial statememtdale of Cliffs Natural Resources Inc. :
the effectiveness of Cliffs Natural Resources mternal control over financial reporting appegrin this Annual Report on Form 10-K of
Cliffs Natural Resources Inc. for the year endedddeber 31, 2009.

/s/ DELOITTE & TOUCHE LLP

Cleveland, Ohio
February 18, 2010



Exhibit 24
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigri@irectors and officers of Cliffs Natural Resowgdac., an Ohio
corporation (“Company”), hereby constitute and appdoseph A. Carrabba, Laurie Brlas, Terry Paraatied George W. Hawk, Jr. and each
of them, their true and lawful attorney or attorsidy-fact, with full power of substitution and revocatjdor them and in their name, place :
stead, to sign on their behalf as a Director aiceffof the Company, or both, as the case mayrbAnaual Report pursuant to Section 13 or
15(d) of the Securities Exchange Act of 1934 omi&0-K for the fiscal year ended December 31, 2608, to sign any and all amendments
to such Annual Report, and to file the same, witlexhibits thereto, and other documents in coninadherewith, with the Securities and
Exchange Commission, granting unto said attornegttorneys-in-fact, and each of them, full powed anthority to do and perform each and
every act and thing requisite and necessary tmhe th and about the premises, as fully to allntg#@nd purposes as they might or could do
in person, hereby ratifying and confirming all tsatd attorney or attorneys-in-fact or any of th@mtheir substitute or substitutes, may
lawfully do or cause to be done by virtue hereof.

Executed as of the 8 day of February, 2010.

/sl J. A. Carrabba /sl F. R. McAllister

J. A. Carrabba F. R. McAllister, Director
Chairman, President and Chief Executive Off

/sl R. C. Cambre /s/ R. Phillips

R. C. Cambre, Director R. Phillips, Director

/sl S. M. Cunningham /sl R. K. Riederer

S. M. Cunningham, Director R. K. Riederer, Director
/sl B. J. Eldridge /sl A. Schwartz

B. J. Eldridge, Director A. Schwartz, Director
/sl S. M. Green /sl L. Brlas

S. M. Green, Director L. Brlas,

Executive Vice President and Chief Financial Offi

/sl J. K. Henry /sl T. M. Paradie

J. K. Henry, Director T. M. Paradie
Vice President, Corporate Controller and
Chief Accounting Office

/sl J. D. Ireland, Il
J. D. Ireland, Ill, Director




Exhibit 31(a)

CERTIFICATION

I, Joseph A. Carrabba, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Cliffs Natural Resources Inc

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this annual report is lgeprepared

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):

(@) All significant deficiencies and material weaknes in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in the registrant’s
internal control over financial reportin

Date: February 18, 2010 By: /s/ Joseph A. Carrabbe

Joseph A. Carrabt
Chairman, President and Chief Executive Off



Exhibit 31(b)

CERTIFICATION

I, Laurie Brlas, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Cliffs Natural Resources Inc

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this annual report is lgeprepared

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material weaknes in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in the registrant’s
internal control over financial reportin

Date: February 18, 2010 By: _/s/ _Laurie Brlas

Laurie Brlas
Executive Vice President and
Chief Financial Officel



Exhibit 32(a)

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Cliffs NelResources Inc. (the “Company”) on Form 10-Ktfur year ended December 31,
2009 as filed with the Securities and Exchange Csion on the date hereof (the “Form 10-K"), |, ais A. Carrabba, Chairman, President
and Chief Executive Officer of the Company, certjfursuant to 18 U.S.C. Section 1350, as adoptesipnt to Section 906 of the Sarbanes-
Oxley Act of 2002, that, to such officer's knowledg

(1) The Form 10-K fully complies with the requiremte of Section 13(a) or 15(d) of the Securitieshzxge Act of 1934 (15 U.S.C.
78m or 780(d)); an

(2) The information contained in the Form K(airly presents, in all material respects, thficial condition and results of operati
of the Company as of the dates and for the peeagsessed in the Form -K.

Date: February 18, 2010
By: /s/__Joseph A. Carrabbz
Joseph A. Carrabt
Chairman, President and Chief Executive Off




Exhibit 32(b)

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Cliffs NelResources Inc. (the “Company”) on Form 10-Ktfur year ended December 31,
2009 as filed with the Securities and Exchange Csion on the date hereof (the “Form 10-K”), |, ki@auBrlas, Executive Vice President
and Chief Financial Officer of the Company, certifyrsuant to 18 U.S.C. Section 1350, as adoptesiipat to Section 906 of the Sarbanes-
Oxley Act of 2002, that, to such officer's knowledg

(1) The Form 10-K fully complies with the requiremte of Section 13(a) or 15(d) of the Securitieshzxge Act of 1934 (15 U.S.C.
78m or 780(d)); an

(2) The information contained in the Form K(airly presents, in all material respects, thficial condition and results of operati
of the Company as of the dates and for the peeagsessed in the Form -K.

Date: February 18, 2010

By: /s/ Laurie Brlas
Laurie Brlas
Executive Vice President and
Chief Financial Officel




Classification

Year Ended December 31, 20!
Deferred Tax Valuation Allowanc

Year Ended December 31, 20!
Deferred Tax Valuation Allowanc

Year Ended December 31, 20!
Deferred Tax Valuation Allowanc

Cliffs Natural Resources Inc. and Subsidiaries
Schedule Il — Valuation and Qualifying Accounts
(Dollars in Millions)

Exhibit 99 (a)

Additions
Balance a Charged

Charged Balance a
Beginning to Cost

and to Other End of
of Year Expense Accounts Acquisition Deductions Year

$ 17.¢ $ 53.t $ 1.7 $ 16.€ $ 0.5 $ 894
$ 26.C $ 9t $ 8.1 $ (139 $ 13 $ 17.€
$ 11.¢ $ 13.C $ 14 $ — $ — $ 26.C



