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WE RESPONDED QuiCcKLY TO THE
GLOBAL FINANCIAL SHOCKS OF EARLY

2009 WITH ACTIONS DESIGNED TO
PRESERVE CASH ENHANCE LiQuiDITY
AND MAINTAIN PROFITABILITY

Matched business gegment

production leves to meet

end-market demand

Enacted management salary

reductions
Reduced the cash dividend

Raised $347 million in an April

equity offering
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WE CONCLUDED THAT THE FINANCIAL
CRISIS DID NOT CHANGE OUR LONG-
TERM posITIVE VIEW OF THE MARKET
FOR STEELMAKING RAW MATERIALS
AND ACTED ACCORDINGLY

Acquiring our Wabush  Mines
partners 3% interest making

wholly owned subsidiary

Acquiring Freewest Resources and

its valuable chromite deposits

Proceeding with  plans for construc
tion of biomass fuel production

facility near Marquette Michigan
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MPROVNG OUTLOOK

We are currently experiencing much healthier business environ
ment in North America compared With the dismal environment

of the rirst half of 2009 However questions remain concerning the
stability @Nd  pace ©of giobal recovery AS always We wi  monitor

the markets closely and continue o operate appropriately

Cliffs Asia Pacific Iron Ore segment s expected to continue its
strong Performance in 2010 einforcing the rationale for our

long-term geographic diversification strategy ©hiN@ imported

628 million metric tonnes ©of iron ore in 2009 up 42% year over

year according to recent reports 'MiS  seemingly insatiable

appetite for steelmaking raw materials bodes very well for our

continued  success in this geography

Turning to the coal markets SOME (eports are indicating 1hat China

may Nave imported approximately 30 mMillion tons of metallurgical

coal in 2009 more than 10 times the level of 2008 This translates

to more than 10% of the current global Seaborne trade for met
coal and s gypected to result in further  ightening of supply
across ©other geographies This is consistent with our |ong-held
conviction that the g, met coal market offers exceptional
fundamental

growth prospects

WELL POSTONED CHOSEN MARKETS

Our recent selection py Standard Poors to be included in its
SP 500 Index is indicative of our standing ™ the industry The
SP 500 is the worlds most followed stock market index and

the |eading Penchmark forthe U.S equiy market as  whole

We cnter the new decade in solid financial condition with low debt

an undrawn $600 million revolving loan  acmy and $503 milion in
cash giving us more than $1 wiien in jiquidity @Nd the qexibiiity

to take action When attractive  acquisitions or other opportunities
to maximize shareholder value present themselves n 2010
assuming current industry  analyst forecasts for iron ore and coal

are correct curs i= poised t© generate More than $900 million in

cash from operations

there can be ony oOne takeaway from the events of 2009 for ciiffs
is that our strategy is working providing solid foundation to
achieve success in periods of both market strength and weak

ness would ke to acknowledge our Board of Directors  for their
counsel and support Wwithout which the execution of our gpjectives
would  be jmpossible  our talented and spirited  colleagues who

successfully rose to 2009s imposing challenges and our share

holders for their continued and vision

support °f our sgategy

Sincerely

Joseph Carrabba

Chairman President and Chief Executive Officer

March 2 2010
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OPERATIONS AT GLANCE

We report OUr results through three business segments North
American Iron Qre North American Coal and Asia pacific Iron
Ore Asia Pacific Coal and Latn American Iron Ore are not large
enough to report independently North  American Iron Ore is COM

prised of six mines and pelletizing facilities owned o managed

" Michigan Minnesota and Eastern Canada North American
Coal is comprised of two mining complexes in West (; qinia
and Alabama Asia Pacific Iron Ore is comprised ©of two mining

complexes in Western Australia
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington D.C 20549

FORM 10-k

ANNUAL REPORT PURSUANT TO SECTION 13 OR 159 OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal yegr ended December 31 2009
OR
vi TRANSITION REPORT PURSUANT TO SECTION 13 OR 15d OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to R
Rectiv Pr

Commission File Number 1-8944

CLIFFS
cLIFESNATURAL RESOURCT2fi149

Exact Name Registrant 85 Specified " 'ts Charter
Ohio 34-1464672
State or Other Jurisdiction of ILR.s Employer
Incorporation Or Organization Identification NO
200 Public Square Cleveland Ohio 44114-2315
Address of Principal Executive Offices Zip Code

Registrants Telephone Number including Area Code 216 694-5700
to Section 12b of the Act

Securities

registered pursuant
Titte of Each Class Name of Each Exchange on Which Registered
Common shares par Value o1 25 o share New York Stock Exchange and Professional Segment  of
Common share Purchase Rights NYSE Euronext paris
Securities registered pursuant to Section 129 of the Act
NONE

Indicate by check mark ir the registrant is well-known seasoned issuer as defined in Rule 405 of the Securities
Act YES NO

Indicate by check mark ir the registrant is Not required to file reports pursuant to Section 13 or Section 15d of the
Act YES NO

Indicate  py check mark whether the registrant has filed an reports required to be filed py section 13 or 15d ©of the
Securities Exchange Act of 1934 guring the preceding 12 months Qr for such shorter period that the registrant Was required to
fie such reports and has been subject to Such filing requirements for the past 90 days YES NO

Indicate by check mark whether the registrant has submitted electronically and posted ON its corporate Web site s any

Interactive Data File required to be submitted and posted pursuant t© Rule 405 of Regulation S-T 232.405 of this

every
chapter  during the preceding 12 months oQr for such shorter period that the registrant Was required to submit and post such
files YES m NO

Indicate by check mark ir disclosure of  gelinquent filers, pursuant t© Item 405 of Regulation S-K 229.405 of this
chapter is pot contained herein and will pot be contained to the best oOf registrants knowledge in definitive proxy or
information statements  incorporated py reference in Part 1 Of mis FOrM 10-K or gny amendment to wi= Form 10-K

Indicate by check mark whether the registrant s large accelerated filer an accelerated filer non-accelerated filer O
smaller ooorting company See definitions of large accelerated filer accelerated filer and smaller (eporting company in
Rule  12b-2 of the gychange Act

Large accelerated filer Accelerated rfiler Non-accelerated filer El Smaller reporting company El

indicate py check mark whether  the iegiswant  is  shell company as defined in Rule 12b-2 ©f the Act YES 11 NO

As of June 30 2009 the aggregate market value of the voting and non-voting stock held by non-affiliates of the
registrant based on the closing price ©Of $24.47 per share as (eported on the New York Stock Exchange Composite  Index
was $3162840459 excluded from is  figure = the  yoting stock  peneficially owned py the registrants officers  and
directors

The number oOf shares outstanding of the registrants Common shares par valie $0 125 .. share was 135224028 as of

February 15 2010
DOCUMENTS INCORPORATED BY REFERENCE

for its annual of shareholders scheduled to be nheld on May 11 2010

Portions of the registrants proxy statement meeting

are jncorporated by reference into Part 111
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costs including accelerated  employment legacy costs sSeverance-related  opligations ~ eclamation  and other

environmental costs and the costs Of terminating long-term  obligations including energy contracts ~ and
equipment leases We base our assumptions regarding the life of our mines on detailed studies We perform from
time to time but those studies and assumptions are  subject © uncertainties and estimates that may not be
accurate We recognize the costs of reclaiming open pits and shafts stockpiles tailings ponds roads and other
mining support areas based on the estimated mining 'ife of our property 'f WE were to significantly reduce the
estimated life of gpy Of our mines the mine-closure costs would be applied to shorter period  ©f production

which would increase production COSts por ton produced and could  significantly and adversely 2affect our resuits

of operations and financial condition

North American mine permanent closure could  Gignificantly increase and accelerate employment legacy
costs including our expense and funding COSts for pension and other postretirement benefit  gpjigations
number of employees Would be ciigible for immediate retirement under special eligibility ™I€s that gappy upon
mine closure All employees ecligible for immediate retirement under the pension plans at the time of the
permanent mine closure also would be eligible for postretirement health and life insurance benefits thereby
accelerating our obligation to provide these benefits Certain mine closures would recipitate pension Closure
liability  significantly greater than an ongoing operation liability Finally permanent Mine closure could trigger
severance-related obligations which can equal up to eight weeks  of pay per employee depending on length of
service No employee entitled to an immediate pension upon closure of mine is entitled to severance As
result the closure ©Of one or more of our mMines could adversely 2affect our financial condition and resuits of

operations

We rely On estimates ©Of our recoverable reserves Which s complex due to geological characteristics of the

properties and the number of assumptions made

We regularly evaluate our North American iron ore and coal reserves based on revenues and costs and
update them as required in accordance with SEC |ndustry Guide Asia Pacific Iron Ore and Sonoma have
published reserves which follow JORC in australia Which = similar; United states requirements Changes to

the reserve value to Make them comply with SEC requirements have been made There are numerous

uncertainties  inherent N estimating duantities Of reserves of our mMiNes including many facters  beyond our
control

Estimates of reserves and future net cash flows necessarily depend upon number of variable factors and
assumptions sich as production capacity ©ffects  Of regulations by governmental agencies  future priceg for iron

ore and coal future industry conditions and operating costs severance and excise taxes development ©osts and

costs of extraction and reclamation an  of which may in fact ygry considerably from actual results For these
reasons €©€stimates of the economically recoverable quantities of mineralized deposits attributable o any
particular group ©f properties classifications of such reserves based 0N risk of recovery and estimates of future
net cash flows prepared by different engineers ©or by the same engineers at different times may vary substantially

as the criteria change Estimated ore and coal reserves could be affected py future industry conditions geological

conditions and ongoing Mineé planning Actual production revenues and expenditures With respect '© our reserves

wWill  jikely  vary from estimates and ir such variances are material our sales and profitability could be sgversely
affected
We rely on our joint VeNture parmers in our mines to meet their payment obligations and are subject '©

risks involving the acts or omissions of OUr joint VeNture partners when we are not the manager °f the

joint venture

We co-own and manage three of our six North American iron ore MINE€s with various joint Vventure partners
that are integrated steel producers Or their subsidiaries including ArcelorMittal USA and U.S steel Canada Inc
We aiso own minority interests  in mines located in Brazil and Australia that We dO not manage We rely On our
joint Vventure partners t© make their required capital contributions and to pay for their share of the iron ore pellets
that each joint venture produces Our North American venture partners are also our customers If one or more of
our venture partners fail to perform their obligations the remaining Vventurers including ourselves may be

required to assume additional material  gpligations including significant pension and postretirement health and
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wildlife reclamation and restoration of mlning properties the discharge of materials into the

protection

Numerous

environment and the effects that mining has ON groundwater quality 29 availability governmental

permits and approvals are required for OUr gperations We cannot be certain that We have been or will be at an
times in complete compliance with such |aws regulations and permits If We violate or fail o comply with these
laws regulations Of permits we could be fined or otherwise sanctioned by regulators

Prior o commencement of mining W€ must submit o, and obtain approval from he appropriate regulatory
authority of plans showing where and how mining and reclamation operations are to OCcuUr These plans mMust
include information such as the location of mining areas stockpiles surface waters haul roads tailings basins
and drainage from mining operations All requirements imposed by any such  authority may be costly and time-
consuming and may delay commencement or continuation of exploration ©Of production operations In  addition
NeW |egisiation and regulations and orders jncluding proposals related to climate change and protection of the
environment w© which we would be subject Of that would further regulate and tax our customers namely the

North American integrated stee!  producer customers may also require Us Or our customers to reduce or otherwise

change operations significantly or incur additional costs Such NEW |egislation regulations ©Or orders ir enacted

could have material adverse effect oOn our business results of operations financial condition or profitability
Further W€ are subject © variety ©f potential liability exposures  arising 2t certain  sites where we do not

currently conduct operations These sites include sites where we formerly conducted iron ore mining or

processing or other gnerations iNactive  sites that We currently OWN predecessor sites  acquired sites leased land

sites and

third-party waste  gisposal Sites We may be named ¢ responsible party &t other sites in the future and

We cannot be certain that the costs associated with these additional sites wvill not be material

We also could be held liable for any and an consequences arising out of human exposure to hazardous
substances used released or disposed of by us or other environmental damage including damage to natural
resources In particular we and certain of our subsidiaries gre involved in various claims relating to the exposure

of asbestos and silica to seamen WhO sailed on the Great Lakes vessels formerly owned and operated by certain
of our subsidiaries The full impact of these claims as well as whether insurance coverage Wil be sufficient and
whether other defendants named in these claims will be able to fund any COStS  arising out of these claims

continues to be unknown

Our North American coal operations are subject tO increasing levels of regulatory oversight making it

more aifficuit  to obtain  and maintain ocessary operating permits

The current politicar a@nd regulatory €nvironment in the uU.s = negatively disposed toward coal mining With
particular focus 0N certain  categories ©f mining such as mountaintop removal techniques Although Wwe do not
engage '™ mountaintop removal coal mining our ¢°al mining operations N North America  are subject to
increasing 'evels  Of gcruting  Although the focus  of i ifcanuy increased government  activity related to coal
mining n the us = generally targeted at eliminating or minimizing the adverse environmental impacts of
mountaintop coal mijning practices these initatives have the potential to impact =' types ©f coal gperation Since
various regulatory agencies have effectively stopped the issuance of NeW permits required by MOSt coal mining
projects These regulatory initiatives  could cause material jmpacts delays ©Of disruptions to our coal gperations
due to our jnability to obtain NEW permits or modifications or amendments to existing permits
Underground mining is subject to increased safety regulation and may require Us to incur  additional cost

Recent mine disasters have led to the enactment and consideration of significant new federal and state laws
and | ogulations relating  t© safety " underground coal mines These laws and (ggylations INclude requirements for
constructing and maintaining caches for the storage of additional self-contained self rescuers throughout

underground MINES  instaling rescue chambers in ynderground mines constant tracking ©f and communication

with  personnel in the MINES instaning cable lifelines from the mine .., (0 an sections of the Mine to assist in
emergency escape SuPmission and  gpproval of emergency response plans and new and additional safety
training Additionally Ne€W requirements for the prompt reporting of accidents and increased fines and penalties

for violations of these and existing regulations have been implemented These new laws and regulations may

cause uUs to INCUr substantial additional costs Which may adversely impact ©Ur operating performance
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Our profitability could be negatively affected if We fail to maintain  satisfactory labor relations

The USW epresents =" hourly employees at our North American Iron Ore locations except o Northshore
The UMWA represents hourly employees at our North American Coal locations On October 2008 we entered
into four-year labor agreement With the USW that covers approximately 2300 USW-represented Weorkers  at our
Empire and Tilden mines in Michigan @nd our United  Taconite and Hipbing Mines in Minnesota The fiyeyear
agreement covering ~our Canadian workforce  expired ©On March 2009 In gepryary 2010 we entered into new
five-year l!abor agreement with the USW for our Wabush mine The agreement provides for 15 percent iNcrease
in labor costs over the term of the agreement inclusive of benefits The current UMWA agreement runs through
2011 at our coal locations Hourly employees at the railroads WE OWN that transport products among ©ur facilities
are represented by multiple unions with labor ,greements  that expire at Various dates If the collective bargaining
agreements relating to the employees at our mines or railroads are not successfully renegotiated prior to their

expiration We could face WOrk stoppages or labor strikes

We may encounter labor shortages for critical operational positions which  could affect our apiity to

produce our products

Prior to the global €conomic crisis the gigpal mMining industry Was facing critical  shortage = Of essential
skilled  employees Competition for the available workers Was limiting OUr apiliy t© attract and retain  employees

priorto the gigpa) economic crisis

Despite the current economic downturn W€ are predicting long term shortage ©Of skilled  workers for the
mining industry At our mining locations  mapy ©f our mining operational employees are approaching retirement
age As these oyperienced employees retire  We mgy have aifficuity  replacing them at competitive wages AS
result wages ae increasing © address the turnover In addition When the giobal economy recovers we will

again be under increasing pressure O retain our existing Skiled workers which could resur in nigher wages

OUr profitability Could be affected by the failure of outside contractors  to perform

Asia Pacific Iron Ore and Sonoma use contractors to handle many ©f the operational phases of their mining

and processing  operations and therefore are subject to the performance ©f outside companies ON key production

areas

We may be unable to successfully identify acquire and integrate  Strategic acquisition candidates

Our  apility to grow Ssuccessfully  through acquisitions depends upon our ability to identify negotiate
complete and integrate Suitable  gcquisitions and to obtain  necessary financing 1t is possible that We will be
unable to successfully complete potential acquisitions In addition the costs Of acquiring oOther businesses could
increase if competition fO' acquisition Ccandidates increases Additionally the success ©Of an acquisition is subject
to other risks and uncertainties including  OUr apility to realize operating  sfficiencies expected from an

the size or quality ©f the resource delays in realizing the benefits of an acquisition  difficulties in
retaining key employees customers or suppliers ©Of the acquired businesses difficulties in maintaining uniform
controls  procedures standards and | icies throughout acquired companies the risks associated ~ with  the
assumption of contingent or undisclosed liabilities of acquisition targets the impact ©Of changes to our allocation
of purchase price and the ability '© generate future cash flows or the aguailability of financing
We must continually replace reserves depleted by production Our  exploration activities may not result in
additional  discoveries

OUr apility t© replenish Our ore reserves is jmportant '© ©OUr long-term viability Depleted Ore reserves must
be replaced py further delineation of existing ore bodies or by locating NEW deposits n order to maintain
production levels over the |ong term Resource exploration and development are highly speculative 0 nature Our

exploration projects involve many risks require Substantial expenditures and may not result in the discovery of

sufficient additional mineral deposits that can be mined profitably Once site with mineralization s discovered
® may take several yegg from the initial phases of arilling until production = possible during Which time the

€conomic  feasibility Of production may change Substantial  expenditures are required t© establish recoverable
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The Empire and Tilden mines gre located adjacent to each other The ogistical benefits  include

consolidated  transportation  system MOre efficient  employee 2"d equipment operating schedules  reduction in

redundant fac

es and workforce and best practices sharing TWO  railroads o©One of which s wholly-owned by
us link the Empire and Tilden mines with Lake Michigan at the |oading port ©f Escanaba Michigan and with the

Lake superior loading port ©f Marquette Michigan

Hibbing mine

The fibbing mine is located in the center of Minnesotas Mesabi 1ron Range and s approximately ten miles
north of Hibbing Minnesota and five miles west of Chisholm Minnesota From the Mesabi Range Hibbing
pellets a'© transported by rail to shiploading port &t Superior Wisconsin The Hibbing mine has been in
operation since 1976 Over the g five years the Hibbing mine has  produced between 1.7 million and
85 million tons of iron ore peiets annually AS resuit  of market conditions  Hibbing was shut down in May

2009 and is not expected to re€sume production until the second  quarter of 2010

We own 23.0 percent ©of Hibbing ArcelorMittal USA has 623 percent interest and U.S swel Canada has
14.7 gercent iNterest Each partner takes s share of production pro rata however provisions in the joint

venture  ggreement allow additional or reduced production to be delivered under certain circumstances

Northshore mine
The Northshore mine s located in northeastern Minnesota approximately two miles south of Babbitt
Minnesota on the northeastern end of the Mesabi Iron Range Northshore processing faciliies  are located in

Silver Bay Minnesota  near Lake superior Crude ore i= shipped by wholly-owned railroad from the mine to
the processing and dock  racilities at Silver Bay The Northshore mine has been in continuous operation Since
1990 Over the ¢ five years the Northshore mine has produced between 3.2 million and ss million tons of

iron ore pelets annually

The Northshore mine pegan production under our management and  ownership on October 1994 We own

100 percent Of the Mine

United Taconite mine

The United Taconite mine = located on Minnesotas Mesabi Iron Range in and around the city of Eveleth

Minnesota The United Taconite concentrator and peletizing facilities are located ten miles south ©of the mine
near the town of Forbes Minnesota United Taconite pellets are shipped by railroad to the port of Duluth
Minnesota  The mine has been operating since 1965 Over the a4 five years the United  Taconite mine has

produced between 3.8 million and 53 million tons of iron ore pelets annually

™ 2008 we completed the acquisition ©Of the remaining 30 percent Interest in United Taconite

Wa bush mine

The Wabush mine and concentrator are located in Wabush Labrador Newfoundland and the pellet plant
and dock facility ‘= located in Pointe Noire Quebec Canada At the Wabush mine concentrates are shipped by
rail from the scuny Mine at Wabush w Pointe Noire where they are pelletized ' shipment Via vessel within
Canada to the United States and other international destinations Additionally concentrates may be shipped
girecty  from Pointe Noire for sinter feed The Wabush mine has been in operation Since 1965 Over the pag five
years the Wabush mine has produced between 2.7 million and 4.9 million tons of iron ore pelets annually As of
December 31 2009 We owned 268 percent ©f Wabush However on October 12 2009 we exercised our right
of first refusal t© gcquire the remaining interest in Wabush including U.S stel Canadas 44.6 percent interest
and ArcelorMittal Dofasco 28.6
2010

percent interest Ownership transfer to Cliffs Was completed ON February
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2004 2005 2006 2007 2008 2009

cLIFFS NATURAL RESOURCES INC Return% 70.90 9.77 10877 -48.90 81.92
Cum$ 100.00 170.90 187.59 39164 200.14 364.10
SP 500 Index Total Returns Return% 4.91 15.78 5.49 -36.99 26.47
Cum$ 100.00 104.91 121.46 128.13 80.73 102.10
SP 500 steel Index Return% 23.33 80.26 21.72 -51.73 28.88
Cum 100.00 123.33 222.31 270.60 130.62 168.34
SP Midcap 400 Index Return% 12.55 10.31 7.97 -36.24 37.37
Cum$ 100.00 112.55 124.16 134.05 85.47 117.41

Issuer Purchases of Equity Securities

Maximum
Number
Total Number of or Approximate
Shares Dollar Value
Oor Units of Shares
Total Average Purchased as or Units that
Number Price Paid Part of publicly May Yet be
of Shares per Share Announced Purchased
Oor Units or Unit Plans or Under the Plans
period Purchased Programs or Programs
October 31 2009 2495400
November 30 2009 2495400
December 31 2009 762 35.57 2495400
Total 76 35.57 2495400
On Juy 11 2006 we received the gpproval by the Board of Directors to repurchase up '© an aggregate of
four million outstanding Common Shares There were no repurchases in the fourth g, 5rter under this
program
On December 2009 the Company acquired 76 COmmon shares pyrsuant  t© scheduled  distribution

election from VNQDC Plan  participant The shares were repurchased by the Company t° satisty the tax

withholding  obligation ©f that participant pursuant to the distribution
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international mining and natural resources company by expanding Poth geographically and through the

we mine and market OUr growth in North America combined with our investmellts in Australia and Latin

in minerals outside of iron gre Such as metallurgical coal and chromite

We also

America as well a5  acquisitions

ilustrates  the execution of this strategy expect te achieve  growth through  early involvement in
exploration and development activites by partnering With junior mining companies which  provide us low-cost

entry points for potentially significant reserve additions In 2009 we established global exploration droup led
by professional geologists who have the knowledge and experience to  identify new world-class projects for
future development ©Or projects that add significant value to existing operations

We continued our  strategic growth and transformation to an international mining and natural resources

company through the following transactions

Acquisition of Freewest

Acquisition of remaining interest in Wabush

Acquisition of additional interest in renewaFUEL

Establishment of  global exploration group
Refer to Recent Developments Within Item Business for additional information  regarding €ach of these

strategic transactions

Results of Operations Consolidated

2009 Compared to 2008

The following = summary ©Of our consolidated resus of operations for 2009 compared with 2008

INn Millions

Variance
Favorable
2009 2008 Unfavorable
Revenues from product sales and services 2342.0 3609.1 $1267.1
Cost of goods sold and operating expenses 2033.1 2449.4 416.3
Sales Margin 308.9 $1159.7 850.8
13.2% 32.1% -18.9%

Sales Margin

Revenue from Product sales and Services

Sales revenue in 2009 declined $1.3 billion or 35 percent rom 2008 The decrease in sales revenue Was

primarily due to lower sales volumes related to our North American business operations @ result of the
i i led i slowdowns in the

volatility  @nd uncertainty '™ global Markets  throughout much of 2009 which to production

North American steel industry and in turn reduced demand for iron ore and metallurgical €&l In addition the

economic crisis resulted in  grea deal of pressure TOM customers particutary " China  for  roll back of

coal in 2009 We experienced reduction in

levels in 2009

global
the 2008 price increases for seaborne iron ore and metallurgical

current o, pricing at each of our business units thereby contributing to lower revenue

As resuit  Of the deteriorating Market conditions that continued throughout much of 2009 revenues related

to our North American Iron Ore and Coal segments decreased approximately $921.8 million and $139.1  million

compared with 2008 Based upon the economic downturn and the resulting impact On demand sales

respectively
at North American ron Ore North American Coal

volumes in 2009 declined approximately 28  percent
experienced decrease in volume of 42 percent year OVeT year Revenues in 2009 were aso negatively impacted
indices referenced in

and

related to reductions in World pPellet Ppricing producer price

by base rate adjustments
certain  of our North American Iron Ore contracts as well as the estimated decline in average annual hot band

steel pricing for one of our North American Iron Ore customers
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Production at Asia Pacific Iron Ore in 2009 was higher than 2008 ¢ result of increased demand and

initiatives taken during the year to improve supply conditions and eliminate certain production and |ogistics

constraints  including "2 upgrades and stockpile utilization Increases  in production in 2009 were partiany offset
by the end of production  at Cockatoo during 2008 Production i= Nnot expected to resume until the first half of

2011 once the seawall is completed

2008 Compared to 2007

North American I1ron Ore

Following ‘= summary ©f North American hon Ore resuits for 2008 and 2007

In Millions

Change due

Sales price Sales Freight and Total
2008 2007 and ate volume reimbursements change
Revenues  from product
sales and services 2369.6 1745.4 596.1 34.4 $6.3 624.2
Cost of goods sold and
operating  expense 1565.3 1347.5 199.0 25.1 6.3 217.8
Sales margin 804.3 397.9 397.1 9.3 406.4

Sales tons 22.7 22.3

The increase in sales revenue in 2008 was primarily due to higher Saes  prices combined with an increase in

sales volume Revenue per ton increased 33.3  percent in 2008 primarily  as result of higher Steel  prices
renegotiated and NEW |ong-term supply agreements with  certain  customers Which were negotiated at time of
higher World pelet  prices and other contractual price adjustment factors In 2008 revenue included go25.5
million related to the supplemental steel payments compared With $98.3 million in 2007

The comparison of sales volume between 2008 and 2007 shows slight INcrease yeoo, over year However
in 2007 certain of our customers purchased and paid ' approximately 1.5 million tons of iron gre pellets in
stockpiles at the end of the ygg, in order to comply With the iake-or-pay provisions ©Of their oyisting long-term

supply agreements The customers requested via fixed shipping schedule that We not ship the iron ore until the

spring of 2008 when the Great Lakes waterways re-opened for shipping We recognized revenue on the

1.5 million tons in 2007 The following represents comparison ©f sales volume in 2008 2007 and 2006 as if the

impact of the stockpile sales were excluded from the period reported and instead recognized in the period
shipped
In Millions
Cash Received
Actual Sales Sales Tons Not Pro Forma
Tons  Recognized Recognized Sales Tons
2006 20.3 1.2 21.5
2007 22.3 1.2 21.1
2008 22.7 1.2 23.9

Absent the impact ©Of the giockpile sales the increase in saes volume in 2008 s primarily due to increased

demand during the first three guarters ©f 2008 commitments under our long-term pellet sales  gagreements and

CUStomer plant outages during 2007 However this increase was partiany offset by declines in sales volumes to
customers during the fourth  giarter Of 2008 o result  of the yolatility @nd uncertainty in global markets which
led o production curtailments in the gieel industry

The increase in 2008 revenue is also attributable to $50.6 million favorable mark-to-market

adjustment
related (o the unsold tons associated with our purchase ©Of the rgmaining 30 percent interest in United Taconite
The increase in cost of goods sold and operating  expense in 2008 was primarily due to higher costs of

production higher royalty fees primarily related to the increases in pellet pricing and increased maintenance
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costs associated  with the Michigan expansion project Fuel and energy COSts increased $28.4 million compared

with 2007 In ggdition the impact of the United Taconite step acquisition also contributed to the increase year

over year

Production

2008 and 2007

Following is summary ©f iron ore production tonnage for
In Millions
Company Share Total
Mine 2008 2007 2008 2007
Empire 3.6 3.9 a6 4.9
Tilden 6.5 6.1 7.6 7.2
Hibbing 1.9 1.7 8.2 7.4
Northshore 5.5 5.2 5.5 5.2
United Taconite 4.3 3.7 5.1 5.3
Wabush 11 1.2 a2 a.6
Total 22.9 21.8 35.2 34.6

Long tons of Lelets 2240 pounds

The decrease in at Empire in 2008 compared with 2007 s primarily due to Empire processing

production

Tilden ore t© produce ©O-4 million tons of o, under test period The corresponding increase is reflected ¢

Tilden pringing total 2008 production  t© 7.6 million tons compared with 7.2 million tons in 2007

The increase in Hibbings production in 2008 compared with 2007 was resuit of the shutdown in late

2007 due to severe weather conditions  that caused significant buildup ©f ice in the basin g,pplying

February
water to the ,ocessing facility The fun year production loss in 2007 totaled approximately 0.8 miillion tons

Company share 0.2 million tons

The increase in production " 2008 at Northshore was due to reactivation of pne of the furnaces at the end of
March 2008 Accordingly production at Northshore benefited from g5 incremental increase of approximately

0.6 million tons in 2008 This increase was partially  ©ffSet by production curtailments  totaling 0.3 million tons in

the fourth of 2008 from furnaces in response t© production slowdowns in the steel industry

quarter idling pellet

The increase in our share of production at United Taconite s primarily related to the acquisition of the

remaining 30 percent interest in gy, 2008 united Taconite 2008 production Was reduced py 0.2 million tons in

slowdowns in the steel industry

the fourth guarter frOM iaiing pellet furnace in response '© production

In December 2008 we executed plans to reduce ,ioquction at our Six North American iron ore mines In

order to implement the lower production levels We temporarily idled various pellet furnaces and initiated
workforce adjustments at each of our North American Iron Ore Mmines
North American Coal
Following = summary ©f North American Coal resuits for 2008 and 2007
In Millions  except tonnage
Twelve Months Five Months Change due t
Ended December 31 Sales price sales Freight and Total
2008 2007 and rate volume reimbursements change
Revenues from product sales and
services 346.3 85.2 70.5 $147.9 42.7 261.1
Cost of goods sold and operating
expense 392.7 116.9 29.3 203.8 42.7 275.8
Sales margin 46.4 31.7 41.2 55.9 14.7
Sales tons jn thousands 3241 1171
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The following = summary O significant  sources and uses of cash in 2009 and 2008
INn wmilions
2009 2008

Cash and cash oquivalents January 179.0 157.1
Significant Transactions
Investment in ventures 81.8 93.1
Rail ypgrade N Asia Pacific 28.8 11.7
Payments for NEW longwall system at North American Coal 20.6
Purchase ©f noncontroiling interest in Asia Pacific Iron Ore 485.1
Purchase ©f noncontroiling interest in United  Taconite 104.4
Acquisition termination fees 70.0
Michigan expansion project 47.7
Other capital expenditures 87.5 93.5
Sale of assets 28.3 41.2
Dividend distributions 31.9 37.2

Total 201.7 931.1
Sources  of Financing
Net cash  provided by operating activities 185.7 923.2
Proceeds from sale of COMMON shares 347.3
Net porrowings under senior notes 325.0
Net porrowings  repayments  under credit facility 3.3 240.0

Total 536.3 1008.2
Other net activity 10.9 55.2
Cash and cash equivalents December 31 502.7 179.0

On May 12 2009 our board of directors enacted 55  percent reduction in our quarterly COmmon share

dividend to $0.04 from go.0875 for the second and third guarters ©f 2009 in order o enhance financial

flexibility In the fourth  o,..or of 2009 the dividend was reinstated to is previous !evel

Excludes $70 million of acquisition termination fees paid " 2008 related to the Alpha transaction

The following discussion Summarizes the activities impacting our cash flows during the year as

significant

well as those expected to ijmpact our future cash flows over the next 12 months Refer to the Statements of

Consolidated Cash Flows for addi

onal information

Operating Activities

Net cash provided by operating 2activites was $185.7 million in 2009 compared With $853.2 million in 2008

and g288.9 million in 2007 operating cash  flows in 2009 were impacted by lower operating results as

previously nhoted and increases in working capitai Primarily at our North American Iron Ore business segment

Our operating cash flows vary with prices realized from iron ore and coal sales production levels production
costs ©Sh  payments for income taxes and interest other working capital changes and other factors AS result
of weak economic conditions  operating plans Were revised earlier in 2009 o curtail production  defer or
eliminate capital Projects and reduce costs

We have |esponded te the uncertain  near-term outlook and will continue to adjust OUr operating strategy as
market ~conditions change Beginning in the second half of 2009 capacity utilization among steelmaking facilities
in North America demonstrated ongoing improvement  Which continued  through the remainder  of 2009 and =
expected te continue into 2010 The industry ‘= showing signs of stabilization and ecovery based on increasing
steel production @nd the restarting of blast furnaces in North America and gyrope AS result we have
experienced marked jmprovements " customer demand and market expectations and have increased production

at most of our facilities
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renegotiate the terms of the debt agreements or obtain further extension Of the compliance waivers Violation of
the operating and financial loan covenants may resuit in the lenders caning e debt thereby requiring YS t©

recognize and epay oOur share of the debt in accordance with the ,oyisions ©f the guarantee arrangement

Based on our current borrowing capacity and the actions we have taken in egponse to € global economic
crisis to conserve cash Wwe have adequate liquidity aNd expect to fund our business  obligations from available
cash current operations 2and borrowing under our current credit facilities Other sources ©Of funding may include

new lines of credit or other financing arrangements

Several credit markets Mgy provide additional capacity Should that become necessary The bank market may
provide funding through term loan or through exercising the $200 million accordion in our credit facility The
risk associated  with this market s gignificant increases in borrowing costs as resuit of decreasing capacity

Capacity as in an debt markets = giobal ISSUe that impacts the private placement Market However capacity in

the bond market has rebounded for investment grade companies Longer term debt grangements at current
corporate bond rates mMuSt be aligned With our longer te€rm capital structure needs
Off-Balance Sheet Arrangements
We have entered into certain agreements under which we have provided guarantees to an unconsolidated

entiy that are off-balance sheet arrangements " additon W€ have operating leases which are primarily utilized

for certain  equipment and office  gpace ASide from this we do not have ., other off-balance sheet financing

NOTE 18 COMMITMENTS AND CONTINGENCIES for additional information

arrangements Refer to

regarding ©Y' guarantees

Market Risks

We are subject t© varioty ©f risks including those caused by changes ™ the market value of equity
investments changes in commodity prices interest  rates and foreign  currency exchange rates We  have

established policies @Nd procedures  to manage Such risks however certain risks are beyond our control

Foreign Currency Exchange Rate  Risk

We ae subject to changes in foreign currency exchange rates primarily 2 result  of our operations "
Australia which could impact our financial condition Foreign exchange risk arses from our o posure @
fluctuations  in foreign currency €xchange rates because our reporting currency = e United  States  dollar Our
Asia Pacific operations receive funds in United States cyrrency for their iron ore and coal sales and incur costs in
Australian currency We use forward exchange contracts call  options collar options and convertible collar
options t© hedge oOur foreign currency exposure o' portion ©f our sales receipts The primary objective for the
use Of these instruments is to reduce gyposure '© changes in Australian and United states currency €Xchange rates
and 1o protect against Undue adverse movement in these exchange rates At December 31 2009 we had s$108.5
million of outstanding exchange rate contracts with varying maturity dates ranging from january 2010 to October

2010 10

percent increase in the value of the Australian dollar from the month-end rate Would increase the fair
value  py approximately $7.4 million and 10 percent decrease would reduce the fair value by approximately

$5.6 mMillion We may enter into additional hedging instruments in the near future as needed in order to further

hedge our exposure t© changes in foreign currency exchange rates

Our share of penets produced at the Wabush operation in Canada represented approximately 12 percent ©f
our North American Iron Ore penet production in 2009 This operation = subject ' currency  exchange

fluctuations between the United States and Canadian currency however We do not hedge our exposure t© ™'

currency exchange fluctuation

Under the majority ownership ©f MMX Amap/ functional  cyrency WaS previously determined to be the

Brazilian real The change " control of Amap/E to Anglo " August 2008 resulted in the review of financial

operating and  reasury policies of the ., under NewW management This along with  efforts  to  mitigate
exposures related to fluctuations N foreign currency exchange rates resulted in the reassessment of the
accounting principles felated to the determination of Amap/E functional  currency during the fourth o rter of
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ciifts Natural Resources INnc and Subsidiaries

Notes to Consolidated Financial Statements Continued

Asia pacific Iron Ore

Our Asia Pacific Iron Ore properties are stated at COSt Depreciation is calculated py the straight-line method

or production output Pasis provided over the fgIowing ©stimated useful lives

Asset Class Basis Life
Plant and equipment Straight line 10 Years
Plant and equipment and mine assets Production output 10 Years

Motor vehicles furniture equipment Straight line Years

The following table indicates the value of each of the major classes of our consolidated depreciable assets  as

of December 31 2009 and 2008

IN minions

December 31

2009 2008

Land rights and mineral rights $1877.3 $1731.0
Office and information  technology 53.7 37.8
Buildings 77.3 65.3
Mining equipment 381.0 248.5
Processing €quipment 499.5 421.6
Railroad equipment 92.2 70.9
Electric  power fac 60.0 57.1
Port facilities 52.5 87.5
Interest  capitalized during construction 18.9 19.7
Land improvements 22.4 20.4
Other 41.6 25.4
Construction in progress 81.7 120.0

3258.1 2905.2
Allowance for (epreciation and depletion 665.5 449.1

$2592.6 $2456.1
We recorded depreciation  expense of $120.6 million $113.5 million and $69.3 million on the Statements of

Consolidated for the years ended December 31 2009 2008 and 2007 respectively

Operations

The costs capitalized and ciassified as Land ights @and mineral ... represent lands where we oOwn the
surface and/or mineral rights The value of the land rignhts i= spiit Petween surface gp|y surface and minerals and

minerals only

our North American Coal operation leases coal mining rights 11OM third  party through 1ease jgreements

that extend  hrough the earlier of July 2023 or untii all merchantable and mineable coal has been extracted
Our interest in coal reserves and resources Wwas valued using discounted cash flow method The fair value was

estimated based pon the present value of the expected future cash flows from coal operations over the life of the

reserves
Our Asia Pacific Iron Ore operations interest in iron ore reserves and resources was Vvalued using
discounted cash flow mMethod The fair value was estimated based upon the present Vvalue of the expected future

cash flows from iron ore operations over the economic iives of the mines
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ciliffs Natural Resources Inc and Subsidiaries

Notes (o Consolidated Financial Statements Continued

The net book value of the land and mineral

rights rights as Of December 31 2009 and 2008 is as follows

INn Millions

December 31

2009 2008
Land rights 29.0 29.0
Mineral rights
Cost $1848.3 $1702.0
Less depletion 243.8 139.3
Net mineral rights $1604.5 $1562.7
Accumulated depletion  relating to mMineral  igns which was recorded using the unit-of-production method
is included in Allowances for depreciation and depletion We recorded depletion expense of $68.1 million $66.6
million and $37.9 million on the Statements of Consolidated Operations ~ for the yog.o ended December 31 2009

2008 and 2007 respectively

We review iron ore and coal reserves based 0N current expectations Of revenues and .osts Which 4 subject
t© change Iron ore and coal reserves include only proven and probable quantities which can be economically and

legally ~Mined and processed utilizing existing technology

Capitalized Stripping Costs

Stripping  €°StS during e development ©f mine before production begins are capitalized as part Of the
depreciable cost Of puilding developing and constructing mine These capitalized costs are amortized over the
productive life of the mine gjhg the units of L oquction Method The productive phase of mine s deemed to
have pegun when saleable minerals gre extracted produced from an ore body regardiess of the level of
production The production phase d9€s not commence with the removal of de mMinimus saleable mineral material

that occurs in conjunction with the removal of overburden or waste material for of access to

purposes obtaining
an ore body The stripping costs incurred in the ,oquction phase ©f mine are variable production costs included

in the costs of the inventory produced extracted during the period that the stripping costs are incurred

Stripping costs related o expansion of mining asset of proven and probable reserves are Vvariable

production costs that are included in the costs of the jhyentory produced during e period that the stripping costs

are incurred

Marketable sSecurities

Our marketable securities  consist of debt and equity instruments and are classified s either pegld-to-maturity or
available-for-sale securities investments that We have the intent and .., to hold to maturity are classified as
held-to-maturity and recorded at amortized cost Investments in marketable equity Securiies  that are peing held for
an indefinite period are classified as available-for-sale W€ determine the appropriate classification of debt and

equity securities at the time of purchase and re-evaluate such designation as ©Of each balance sheet date In addition

we review our investments on an ongoing basis for indications of possible impairment Once identified the
determination of whether the jmpairment is temporary or other-than-temporary requires significant judgment The
primary factors that WE consider in ciassifying the impairment include the extent and time the fair value of each
investment has been below cost and the existence of credit loss iNn relation o our debt securities " decline in
fair value is judged other than temporary the basis of the individual security is written down to fair value 4 new
cost pasis and the amount of the write-down is included as realized loss For our held-to-maturity debt securities

ir the fair value is less than cost and we do not expect to recover the entire amortized cost basis of the security the

other-than-temporary impairment ‘s separated into the amount representing the credit loss Which is recognized in
earnings and the amount representing =" other factors Which s recognized in other comprehensive income Refer
o NOTE MARKETABLE SECURITIES for additional information
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ciitfts Natural Resources INC and Subsidiaries

Notes to Consolidated Financial Statements Continued
market funds The valuation of these instruments is determined using market approach and s based upon
unadjusted quoted prices for identical assets in active markets if quoted market prices are not available then fair
values are estimated by using pricing models quoted prices ©Of securities with  simiar characteristics or
discounted cash flows In these jnstances the valuation is based uoted rices for similar assets and
upon 9 P
liabilities in active other j that are oObservable for i the fun term of the financial
markets or inputs substantially

instrument and the related financial instrument s therefore classified within  Level of the valuation hierarchy
Level securities include short-term investments for which the value of each investment is function of the
purchase price purchase vyield and maturity date

Marketable securities

Where quoted prices are available in gn active market marketable securities are classified within Level of
the valuation hierarchy Marketable securities classified in Level at December 31 2009 and 2008 include
available-for-sale securities The valuation of these instruments is determined using market approach and s
based upon unadjusted quoted Prices for identical assets in active mMmarkets

Derivative Financial Instruments

Derivative financial instruments  valued using financial models that yse as their basis readily Observable
market  harameters are classified within  Level of the valuation nierarchy Such derivative financial instruments
include  _ psiantaly all of our foreign currency exchange contracts and interest rate swap agreements Derivative
financial instruments  that are Vvalued based pon models with significant unobservable market parameters and
that are normally traded less getively are classified within  Level of the valuation hierarchy

Non-Financial Assets and Liabilities

We adopted the provisions of ASC 820 effective January 2009 with respect t© our non-financial assets

The initial measurement

and lia of ASC 820 have been applied '© our asset retirement

provisions

obligations guarantees assets and liabilities acquired through business combinations and certain other jtems

and gre reflected .5 such in our consolidated financial statements Effective January 2009 we also adopted the

fair value provision with respect '© our pension and other postretirement benefit plan assets NO transition

adjustment was necessary upon adoption

Refer o NOTE FAIR VALUE OF FINANCIAL INSTRUMENTS and NOTE 12 PENSIONS AND
OTHER POSTRETIREMENT BENEFITS for further information

Pensions and Other Postretirement Benefits

We offer  defined benefit ponsion plans defined contribution  pension  plans @Nd other pocicrirement  benefit

plans primarily consisting ©f retiree healthcare penefits to mMost employees " North America as part  ©f total

This includes of pPinnOak Who became employees ©f the

compensation and benefits program employees

Company through the july 2007 acquisition We do not have employee fetirement benefit gpjigations at our Asia

Pacific Iron Ore operations

We recognize the funded status Of our postretirement Penefit gpjigations on our December 31 2009 and
2008 sStatements of Consolidated Financial Position based on the market value of 554 assets and the actuarial
present value of our retirement obligations on that date For each plan We determine if the plan assets exceed the
benefit obligations or vice-versa It the plan assets exceed the retirement obligations the amount of the surplus is
recorded as an asset if the retirement obligations exceed the plan assets the amount of the underfunded
obligations are recorded as liability Year-end balance sheet  adjustments to  postretirement assets and

obligations are charged to other comprehensive income
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ciitfts Natural Resources INC and Subsidiaries

Notes to Consolidated Financial Statements Continued

reasonably estimated 1t is possible that additional environmental obligations could be incurred the extent of
which cannot be assessed Potential insurance recoveries have not been reflected in the determination of the
liabilities see NOTE 11 ENVIRONMENTAL AND MINE CLOSURE OBLIGATIONS for further

information

Revenue Recognition and Cost of Goods Sold and Operating Expenses

North American Iron Ore

Revenue is recognized on the sale of products when due (o the product has transferred to the customer in

accordance with the specified provisions ©f €ach term supply agreement and an applicable criteria for revenue

recognition have been satisfied Most of our North American Iron Ore term supply agreements provide that tte

and risk of loss transfer to the customer When payment s received This s practice utilized to reduce our
financial risk due to customer insolvency but is not believed o be widely Used throughout the industry
We recognize revenue based 0N the g ogg @MOUNt billed to customer as WE earn revenue from the sale of

the goods or services Revenue from product sales also includes reimbursement for ;. .o: charges paid on behalf

of customers in Freight and Venture Partners Cost Reimbursements separate from product revenue

Costs  of ggods Sold and operating expenses represents =t direct and indirect costs and expenses applicable

to the sales and revenues ©Of our mining operations Operating expenses Within this line item primarily represent
the portion ©f the mining venture  costs for which we do not QWNn that js the costs attributable to the share of the
mines production owned by the other ;. ;.. venture partners The mining ventures function as captive coOst

companies they supply product only © their owners effectively ©N cost basis Accordingly the noncontrolling

interests revenue amounts are stated at cost of production and are offset in entirety by an equal amount included

in cost Of goods sold and operating expenses resulting in NO sales margin reflected in noncontrolling interest
participants AS We are responsible T product fulfilment W€ retain the risks and rewards of  principal in the
transaction and accordingly record revenue under these arrangements on gross basis

The following table s summary of reimbursements in our North American Iron Ore operations for the

ended December 31 2009 2008 and 2007

years

IN minions

Year Ended December 31

2009 2008 2007
Reimbursements for
Freight $22.4 98.5 78.3
Venture partners cost 71.3 170.8 197.3
Total reimbursements $93.7 $269.3 $275.6

under certain  term supply agreements W€ ship the product to ports ON the lower Great Lakes or to the

customers facilities prior t©© the transfer of tittle OuUr rationale for shipping iron ore products to certain customers

and retaining tte until payment = received fOr these products is to Minimize credit risk exposure In  addition

certain  supply agreements with one customer include provisions fOr supplemental revenue or refunds based on
the customers annual steel pricing for the yeo,, the product is consumed in the customers blast furnaces We
account for this provision as derivative instrument at the time Of sae and record this provision at fair value until

the year the product = consumed and the amounts are settled as an adjustment to revenue

Where  We are joint venture participants " the€ ownership ©f mine our contracts entitle ys to receive
royalties ~ @nNd/0r  management fees Which we earn as the pellets are produced Revenue s (ecognized on the sale

of services When the services are performed
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ciliffs Natural Resources Inc and Subsidiaries

Notes o Consolidated Financial Statements Continued

Foreign Currency Translation

The financial statements  of international subsidiaries gre translated ino U.S dollars using e exchange rate
at each balance sheet date for assets and liabilities and weighted average exchange rate for each period for
revenues expenses gains and losses Where the iocal currency < the functional cyrrency translation adjustments
are  recorded as Accumulated other comprehensive loss Where the U.S dollar is the functional currency
translation adjustments are recorded in the Statements of Consolidated Operations Income taxes are generally
not provided for foreign currency translation adjustments

Recent Accounting Pronouncements

Effective  July 2009 we adopted the FASB Accounting Standards CodificationT™M Codification The
Codification is the source of authoritative U.s GAAP recognized py the FASB o be applied by
nongovernmental entities The content ©Of the Codification carries the same level of authority thereby modifying
the previous GAAP hierarchy to include only two levels Of GAAP  authoritative and nonauthoritative The
Codification s effective for financial  statements issued for interim and annual ,eoriods ending 2after September 15

2009 Adoption of the Codification did not resuit in change N current accounting practice

Effective  January 2009 We adopted the amendments o FASB ASC 815 [cgarding disclosures about
derivative instruments and hedging activities which revised and expanded the disclosure (equirements to provide
users of financial statements with an enhanced understanding of how and why an  enmity uses derivative

instruments NOW derivative instruments and related hedged items are accounted for under U.S GAAP and how
derivative instruments and related hedged items affect an  entitys financial position financial performance and
cash flows The new requirements apply to derivative instruments and non-derivative instruments  that are
designated and qualify as hedging instruments and related hedged items accounted for under FASB ASC si15 and
beginning after November 15 2008 Refer to NOTE

are effective for fiscal s and interim

year: periods

DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES for further information

We previously adopted €ffective  j5nuary 2009 the amended provisions  ©f FASB ASC 810 related to
noncontrolling interests in consolidated financial statements which established accounting and reporting
standards for the gncontrolling interest in subsidiary and for the deconsolidation of subsidiary The
amendment clarifies that noncontrolling interest in subsidiary is an ownership interest in the consolidated
entity that should be reported as equity " the consolidated financial statements The amended provisions  are
effective for fiscal years and interim o iogs Within  those fiscal years beginning on or after December 15 2008
and have been applied prospectively as  ©f  january 2009 except for the presentation and disclosure

requirements which have been applied retrospectively for an periods presented

As of the adoption date our noncontrolling interests are primarily comprised of majority-owned  Subsidiaries

within  oyr North American Iron Ore business segment The mining ventures function as captive COst companies
as they supply products only to their OWNEIS effectively on cost basis Accordingly the noncontrolling
interests revenue amounts e stated at cost of production and are offset entirely by an equal amount included in
cost of goods sold and operating expenses resulting in NO sales margin reflected in  noncontrolling interest
participants  AS result the sqoption  ©f the amendments to FASB ASC 810 did not have material jmpact 0N

our consolidated results Of operations Wwith respect t© these subsidiaries

We

the revised of FASB ASC 805 related to business combinations effective January

adopted provisions

2009 The amended guidance establishes principles and requirements for how the acquirer in business
combination recognizes and measures in its financial statements the identifiable assets  gcquired the liabilities
assumed and any noncontrolling interest  in the acquiree at the acquisition date fair value Information s required
to be disclosed to e€nable users Of the financial statements to evaluate the nature and financial effects of the
business combination The amendment applies prospectively to business  combinations for which the ,cquisition
date is On or after the peginning of the first annual reporting period beginning on or after December 15 2008
The adoption of this amendment did not have material  jpact  On our consolidated  financial statements
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cuiffs Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued

interest entity and changes to when it is necessary to reassess WhO should consolidate variable-interest

entity The New guidance will be effective January 2010 for calendar year-end companies We do not expect

the adoption of this amendment to have material impact On our consolidated financial statements

In December 2008 the FASB issued an update tw ASC 715 | ogarding employers disclosures  about

postretirement benefit plan assets The amended guidance requires disclosure of additional information about
investment allocation fair values of major categories Of assets the development ©f fair value measurements and
concentrations of risk The amendment is  effective for fiscal years ending after December 15 2009 however
earlier  gpplication = permitted We adopted the amendment upon = effective date and have reported the
required disclosures for our fiscal year ending December 31 2009 Refer to NOTE 12 PENSIONS AND

OTHER POSTRETIREMENT BENEFITS for further information

On September 30 2009 the FASB issued ASU 2009-12 to provide guidance on measuring the fair value Oof

certain  alternative investments The ASU amends ASC 820 to offer investors practical expedient for measuring
the fair value of investments in certain entities that calculate net asset value per share NAY The ASU .
effective  for the firstreporting period ending after December 15 2009 however ecarly adoption = permitted We

adopted this amendment for the annual reporting period ended December 31 2009 in relation to the valuation of
of this amendment do not

other GAAP

our postretirement benefit plan assets however the disclosure oguirements apply t©

for which disclosures e

employers postretirement benefit plan assets required by

In January 2010 the FASB issued ASU 2010-06 Wwhich amends the giigance on fair value to add new

requirements for disclosures about transfers into and out of Levels and and separate disclosures  about
purchases sales issuances and settlements relating to Level measurements 1t also clarifies existing fair value
disclosures about the level of gisaggregation and about inputs and valuation  techniques used to MmMeasure fair
value The ASU aso amends guidance on employers disclosures about postretirement benefit plan assets to
require that disclosures be provided by classes Of assets Instead of py major categories ©f assets The new
guidance is effective for the first reporting period beginning after December 15 2009 except for the requirement
© provide the Level activity of purchases sales Iissuances and settlements on gross basis which win  be
effective for fiscal years beginning after December 15 2010 and for interim Leriogs Within  those fiscal years
We win adopt this amendment upon = effective date and will report the required disclosures peginning with  the

interim  ,oi0d ended March 371 2010

NOTE SEGMENT REPORTING

Our companys operations are organized and managed accordin to roduct categor and eographic

P g g g P gory geograp
location North American Iron Ore North American Coal Asia Pacific Iron QOre Asia Pacific Coal and Latin
American Iron Ore The North American Iron Ore segment = comprised ©f our interests in six North American
mines that provide iron ore to the integrated St© industry The North American Coal segment = comprised of
our two North American coking coal mining complexes t™at provide metallurgical coal primarily to the
integrated steel industry The Asia Pacific Iron Ore segment = located in Western Australia and provides iron ore

to steel producers in China and Japan There are no intersegment revenues

The Asia Pacific Coal operating segment '* comprised ©f our 45 percent ©CONOMIC interest in Sonoma
located in Queensland Australia The Latin American Iron Ore operating segment = comprised of our 30 percent
Amap/E interest  in Brazil which s in the early stages ©f production The Asia Pacific Coal and Latin American
Iron Ore operating segments do not meet reportable segment disclosure oquirements @and therefore are not

separately reported

We evaluate segment performance based 0N sales margin defined as revenues less cost of ggopods sold and
operating  expenses identifiable to each segment This  measure of operating performance is an effective
measurement as W€ focus 0N reducing production COSts throughout the Company
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ciitffs Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued
Included in the consolidated financial statements are the following amounts  relating to geographic locations
IN minions
2009 2008 2007
Revenue
United  States $1049.5 $1617.0 $1271.1
China 711.5 774.2 419.9
Canada 236.6 573.6 382.0
157.4 263.4 135.7
Japan
Other countries 187.0 380.9 66.5
Total revenue $2342.0 $3609.1 $2275.2
Long-lived assets
Australia 906.4 763.5
United  States 1686.2 1692.6
Total |ong-lived assets $2592.6 $2456.1

Revenue is attributed to countries based on the location of the customer and includes both Product sales and

services The 2007 amounts previously iNcluded Royalties and management fees of $14.5 million

Concentrations in Revenue

We have two customers which jndividually account for more than 10 percent ©f our consolidated product
revenue in 2009 Total revenue from these customers represents approximately $0.8 billion $1.6 billion and $1.1
billion of our total consolidated product revenue in 2009 2008 and 2007 respectively and s attributable to our

North American Iron Ore and North American Coal business segments

The following table represents the percentage of our total revenue contributed py each category ©Of products

and services in 2009 2008 and 2007

2009 2008 2007
Revenue  category
Iron ore 81% 79% 84%
Coal 14 12
Freight a@Nd venture partners COSt reimbursements 12
0 ) 9
Total revenue 100% 100% 100%
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ciitts Natural Resources Inc and Subsidiaries
Notes o, Consolidated Financial Statements Continued
NOTE DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES
The i table the fair value of gur derivative instruments and the classification of each on the
following presents
Statements  of Consolidated Financial Position .5 of December 31 2009 and 2008
IN milions
Derivative  Assets Derivative Liabilities
December 312009 December31 2008 December 312009 December 31 2008
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
under ASC 815
interest  Rate  Swap Derivative  liabilities Derivative  liabilities 2.6
current current
Total derivatives  designated
as hedging  instruments
underASC 815 2.6
Derivatives  not designated
as hedging  instruments
under ASC 815
Foreign Exchange Derivative  assets 4.2 Derivative  assets 03 Derivative  liabilities Derivative  liabilities 77.5
Contracts current current current current
Deposits and Deposits and 0.6 Derivative  liabilities Derivative  liabilities 34.3
miscellaneous miscellaneous long-term long-term
Customer supply Derivative  assets 47.3 Derivative  assets 76.6
Agreements current current
Deposits and 15.9 Deposits and
miscellaneous miscellaneous
Benchmark Pricing Derivative liabilities Derivative liabilities 7.7
Provision current current
United Taconite Purchase Derivative  liabilities Derivative  liabilities 106.5
Provision current current
Total derivatives  not
designated as hedging
instruments  under ASC
815 $67.4 $77.5 $226.0
Total derivatives $67.4 $77.5 $228.6
Derivatives Designated as Hedging Instruments
Cash Flow Hedges
Effective October 19 2007 we entered into $100 million fixed interest rate  gwap t© convert portion of our
floating rate debt to fixed rate debt interest 0N porrowings under our credit facility s based on floating rate dependent
in part ON the LIBOR rate exposing us to the effects of interest rate changes The objective of the hedge was to eliminate
the | riability of cash flows in interest payments for forecasted ficating rate debt attributable to changes in benchmark
LIBOR interest rates With the swap agreement W€ paid fixed three-month LIBOR rate for $100 million of our floating
rate  borrowings The changes in the cash flows of the interest rate swap Were expected to offset the changes in the cash
flows attributable to fluctuations in benchmark LIBOR interest rates for forecasted g 4ing rate debt The interest rate
swap terminated in October 2009 and qualified as cash flow hedge Based on the current interest rate environment and

the mMix of fixed

and variable

interest rates

that apply to our outstanding debt we have

no plans at this time to replace the

interest  rate  swap

To support hedge accounting We designated floating-to-fixed interest rate  gwaps  as cash  flow peqges of the
variability of future cash flows at the inception of the swap contract The fair Vvalue of our outstanding hedges was
recorded as an asset OF |iability ON the consolidated statement of financial position Ineffectiveness was Measured
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ciifts  Natural Resources Inc and Subsidiaries

Notes (o Consolidated Financial Statements Continued

NOTE FAIR VALUE OF FINANCIAL INSTRUMENTS

The following represents the assets and liabilities of the Company measured at fair value o December 31
2009 and 2008

IN milions
December 31 2009

Quoted Prices in

Active significant Other Significant
Markets for Identical Observable Unobservable
Assets/Liabilities Inputs Inputs
Description Level Level Level Total
Assets
Cash equivalents $376.0 $376.0
Derivative  assets 63.2 63.2
Marketable securities 81.0 81.0
Foreign exchange contracts 4.2 4.2
Total $457.0 $4.2 $63.2 $524.4
We had no financial instruments measured at fair value that were in liability position at December 31
2009

IN milions

December 312008

Quoted Prices in Active Other

Significant Significant
Markets for Identical Observable Unobservable
Assets/Liabilities Inputs Inputs
Description Level Level Level Total
Assets
Cash equivalents $40.4 40.4
Derivative assets 76.6 76.6
Marketable securities 10.9 0.3 11.2
Foreign exchange contracts 0.9 0.9
Total $51.3 1.2 76.6 $129.1
Liabilities
Interest rate swap 2.6 2.6
Foreign exchange contracts 111.8 111.8
Derivative liabil 114.2 114.2
Total $114.4 $114.2 $228.6
Financial assets Classified in Level at December 31 2009 and 2008 include money market funds and
available-for-sale marketable securities The valuation of these instruments is determined using market
approach taking into account current interest rates creditworthiness and liquidity risks in relation to current
market conditions and is based upon unadjusted quoted prices for identical assets in active mMmarkets
The valuation of financial assets and liabilities classified in Level is determined using market approach
based upon quoted prices for similar assets and tial ies in active markets or other inputs that are observable for
substantially the full term of the financial instrument Level securities primarily include derivative financial
instruments valued using financial models that yse as their basis readily Observable market parameters At
December 31 2009 and 2008 such derivative financial instruments include  substantially an  of our foreign

exchange hedge contracts As of December 31 2008 such derivative instruments also included our interest rate

swap agreement which terminated in October 2009 The fair value of the interest rate swap and foreign exchange
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ciiffts Natural Resources Inc and Subsidiaries
Notes to Consolidated Financial Statements
Estimated Future Benefit payments

2010
2011
2012
2013
2014
2015-2019

Other Potential Benefit Obligations

While the foregoing reflects our obligation

greater Following ' summary comparison of the

our total

Continued

Pension

Benefits

52.5
55.7
57.9
56.9
58.2

309.8

exposure

total obligation

in the event

INn millions

Other Benefits
Gross Less Net
Company Medicare Company
Benefits Subsidy Payments
18.7 $0.9 17.8
20.2 0.9 19.3
21.5 1.0 20.5
22.4 1.1 21.3
23.8 1.3 22.5
130.2 8.6 121.6

of non-performance = potentially

INn minioiis
December 31 2009
Defined
Benefit Other
Pensions Benefits
Fair value of plan assets 483.4 136.7
Benefit obligation 750.8 333.0
Underfunded status  of plan $267.4 $196.3
Additional shutdown and early retirement benefits 54.4 16.4
NOTE 13STOCK COMPENSATION PLANS
At December 31 2009 we have two share-based compensation plans which 4 described below The
compensation cost that has been charged against iNCOMe for those plans Was $12.2 million $22.5 million and
$12.4 million in 2009 2008 and 2007 (espectively which was recorded primarily " Selling general and
administrative expenses ON the Statements of Consolidated Operations The total income tax benefit recognized
in the Statements of Consolidated Operations for share-based compensation  arrangements was $4.3 million $7.9

million and $4.3 million for 2009 2008 and 2007

deductions in excess of the compensation

classified $3.5 pmillion $3.5 million and $4.3 million
rather than cash from operating activities on our
December 31 2009 2008 and 2007 respectively

Employees Plans

respectively

expense

Cash

are classified as
in excess

Statements

flows

tax benefits

of Consolidated

resulting

financing

as

cash

cash

from the tax benefits

from gnancing

for tax

flows Accordingly we

activities

Cash Flows for the years ended

The Companys 2007 ICE Plan Plan authorizes yp to 4000000 of our common shares o be issued ;s
stock  gptions SARS restricted shares restricted share ynits retention units deferred shares and performance
shares or performance units Any of the foregoing awards may be made subject to attainment of ,eorformance
goals over performance period ©Of ONe or more ... Each stock option and SAR win reduce the common
shares available under the 2007 ICE Plan py one COMMON share Each other award will reduce the cOmMMON
shares available under the 2007 ICE Plan by two cOmmMON shares No participant " any fiscal yegr can be granted
in the ggregate  ©f number of Shares having Fair Market Value on the Date of Grant oqua to more than $5
million The performance shares 4 intended to meet the requirements Of Internal Revenue code section 162m
for deduction while the retention units gre NOt
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ciifts  Natural Resources and Subsidiaries

Notes to Consolidated Financial Statements Continued
2009 2008 2007
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Vested or expected to vest at
December 31 2009 776868
Directors  retainer and yoluntary Shares
Outstanding at peginning of year 2183 1100 1100
Granted  during the yegy 4602 2772
Vested 2189 1689
Outstanding ~ at eNd of yeqr 4596 2183 1100
Reserved for future grants or awards at end of year
Employee plans 1458438
Directors plans 146428
Total 1604866

summary of our outstanding share-based awards ,s of December 31 2009 s shown below

Weighted
Average
Grant Date
Shares Fair Value
Outstanding beginning  of year 911982 $27.37
Granted 644594 8.01
Vested 416053 46.18
Forfeited/expired 21832 20.12
Outstanding ©nd of year 1118691 $13.60
The total compensation cost related to outstanding awards  not yet recognized is  $9.3  million at

December 31 2009 The weighted average remaining period for the awards outstanding at December 31 2009 s

1.5

approximately years

NOTE 14INCOME TAXES

Income from continuing o©operations before income taxes and  gquity less from ventures includes  the

following components

INn Millions

2009 2008 2007

United States $130.7 $566.6 $312.3
Foreign 159.9 149.7 68.4
$290.6 $716.3 $380.7
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ciliftis Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued

NOTE 16 ACCUMULATED OTHER COMPREHENSIVE LOSS

The components ©f Accumulated other comprehensive l!ess within Cliffs shareholders  equity ahd related tax

effects  allocated o each are shown below as of December 31 2009 2008 and 2007

IN milions

Tax
Pre-tax Benefit After-tax
Amount Provision Amount
As of December 31 2007
Postretirement  benefit ;4 pji¢, $192.5 37.7 $154.8
Foreign currency translation adjustments 96.5 96.5
Unrealized net gain on derivative financial instruments 26.7 8.0 18.7
Unrealized loss On interest rate gwap 1.4 0.5 0.9
Unrealized gajin ON securities 15.7 5.5 10.2
55.0 24.7 30.3
As of December 31 2008
Postretirement  benefit |iapbility $480.8 $137.5 $343.3
Foreign currency translation adjustments 68.6 68.6
Unrealized net gain ON derivative financial instruments 27.3 8.2 19.1
Unrealized loss on interest rate swap 2.6 0.9 1.7
Unrealized loss on securities 0.2 0.1 0.1
$524.9 $130.3 $394.6
As of December 31 2009
Postretirement benefit  jiability $451.9 $132.8 $319.1
Foreign currency translation adjustments 163.1 163.1
Unrealized net gain On derivative financial instruments 5.7 1.7 4.0
Unrealized gain On securities 43.1 13.7 29.4
$240.0 $117.4 $122.6
The  following table  reflects the changes in Accumulated other comprehensive loss related o Cliffs

shareholders equity for 2009 2008 and 2007

IN milions

Unrealized

Net Gain
Adoption Unrealized Unrealized Loss on Accumulated
Postretirement of Certain Net Gain Foreign Loss on Derivative Other
Benefit Provisions Loss on Currency Interest Financial Comprehensive
Liability of ASC 715  securities Translation Rate Swap Instruments Gain Loss
Balance December 31
2006 82.9 $110.7 9.6 9.6 4.5 $169.9
Change during 2007 71.9 110.7 0.6 86.9 0.9 14.2 139.6
Balance December 31
2007 154.8 10.2 96.5 0.9 18.7 30.3
Change during 2008 188.5 10.3 165.1 0.8 0.4 364.3
Balance December 31
2008 343.3 0.1 68.6 1.7 19.1 394.6
Change during 2009 24.2 29.5 231.7 1.7 15.1 272.0
Balance December 31
2009 $319.1 29.4 163.1 4.0 $122.6
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ciiftrs Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued

point within the range 's more probable than another As additional information becomes available any potential

liability related to these matters = assessed and the estimates are revised if necessary Based on currently
available information management believes that the ultimate outcome of these matters individually @nd in the
aggregate will not have material adverse effect on our financial position ©OF resuits of operations However
litigation is subject to inNherent uncertainties and unfavorable rulings could occur An unfavorable ruling could
include monetary damages o©or an injunction I1f an unfavorable ruling were to occur there exists the o cibiity ©f

material adverse impact On the financial position and results  of gherations ©f the period ' which the ruling
occurs or future periods HOwever we believe that gny pending litigation Wil not resut in  material igpijin, N
relation to our consolidated financial statements Refer to Part Item Legal Proceedings for additional

information

Environmental Matters

We had environmental liabilities of $14.5 million and $16.4 million at December 31 2009 and 2008
respectively including  obligations  for known environmental remediation g, posures At active and closed mining

operations and other sites These amounts have been recognized based on the estimated cost Of jhyestigation and

remediation at each site and include site studies design and implementation of remediation plans iegal and
consulting fees and post-remediation monitoring and related activities 1t the cost can only be estimated a
range ©f possible amounts with  no  gpecific amount peing More likely the minimum  of the range s accrued
Future oypenditures are not discounted unless the amount and timing ©f the cash disbursements are readily
known Potential insurance recoveries have not been reflected Additional environmental obligations could  be
incurred the extent of which cannot be assessed The amount of our ultimate |, .5, With regpect to these
matters may be affected py several uncertainties primarily the ultimate cost of required remediation and the
extont o Which other responsible paries  contribute  Refer w NOTE 1 ENVIRONMENTAL AND MINE
CLOSURE OBLIGATIONS for further information

Tax Matters

The calculation of our tax liabilities involves dealing Wwith uncertainties in the gpplication ©of complex tax
regulations We recognize liabilities  for gnticipated tax audit issues based on our estimate of whether and the
extent to which additional taxes win be dU€ 1f we ultimately determine that payment ©f these amounts s
unnecessary We reverse the jiability and recognize tax benefit during the period " Which we determine  that the
liability ' NO longer necessary We aiso recognize tax benefits to the extent that it is MOre |ikery than not that our
positions Wil be sustained when challenged by the taxing authorities To the extent W€ prevail N matters for

which liabilities have been established ©Or are required to pay amounts in excess of our liabilities our effective

tax rate N given period could be materially affected AN unfavorable tax settlement would  oquire use of our
cash and result in agn increase in our effective tax rate in the year of resolution favorable tax settlement would
be recognized as reduction in our effective tax rate in the yg,, Of resolution

Guarantees

We are party t© financing arrangements under  which we issue guarantees on behalf of certain of our
unconsolidated subsidiaries In the event of non-payment We are obligated to make payment in accordance with

the ,iovisions ©F the guaranee arrangement At December 31 2009 and 2008 AmapA had total ipject debt
outstanding ©f approximately $530 million and $493 million respectively We nhave provided several garantees
on our 30 orcent share of the total debt outstanding or $160 million and $148 million at December 31 2009
and 2008 respectively OQOUr estimate of the aggregate fair value of the outstanding guarantees = $6.7 million as

of December 31 2009 and 2008 which s reflected in Other Liabilities on the Statements of Consolidated

Financial Position The fair value was estimated using discounted cash flow model based upon the spread
between guaranteed @Nd non-guaranteed debt over the period the debt is expected to be outstanding Should  we
be required t© pay any portion of the total amount of the loans We have guaranteed W€ could attempt to recover
some or an of that amount from guaranteed parties We nhold no cotateral in respect ©f the guarantees
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ciifts Natural Resources Inc and Subsidiaries

Notes (o Consolidated Financial Statements Continued

Product revenues to related parties Were as follows

INn Millions

2009 2008 2007

Product revenues to related parties 593.8 $1020.5 754.3

Total product revenues 2216.2 3294.8 1997.3

Related party product revenue as percent ©Of total product

revenue 26.8% 31.0% 37.8%

Accounts receivable from related paries Wwere $1.8 million and $2.9 million at December 31 2009 and
2008 respectively

In 2002 we entered into an agreement With . that restructured the ownership ©f the Empire mine and
increased our ownership from 46.7 percent to 79 percent in exchange for assumption ~Of an mine liabilities Under
the terms of the agreement W€ indemnified |spat from opligations ©f Empire in exchange for certain future

payments to Empire and to ys by ispat ©Of $120.0 million recorded at present value of $38.3 million and $43.2
million ac December 31 2009 and 2008 respectively Of these amounts $28.3 million and $33.2 million were

classified as Long-term rfeceivable at December 31 2009 and 2008 respectively With the balances current over

the 12.year life of the supply agreement

Supply agreements with one of our customers include provisions for supplemental revenue or refunds based
on the customers annual steel pricing for the yeog, the poguct = consumed  in the customers bpilast furnace The
supplemental pricing 's characterized as an embedded derivative refer o NOTE DERIVATIVE

INSTRUMENTS AND HEDGING ACTIVITIES for further information

NOTE 21 SUBSEQUENT EVENTS

Freewest  Acquisition

ONn january 25 2010 we obtained shareholder approval t© acquire an Of the outstanding shares of Freewest
for C$1.00 ., share court approval Was received 0N January 26 2010 and the transaction closed ON January 27
2010 We issued 0.0201 of our common shares for each Freewest share total Of 4.2 million COMMON shares

representing total purchase Consideration of approximately $174 million

Wabash  acquisition

On january 26 2010 we obtained the remaining regulatory approvals required to obtain full  ownership of
Wabush  ownership transfer 1o Cliffs  of U.S steel Canadas 44.6 percent interest and ArcelorMittal Dofascos
28.6 percent interest in Wabush was completed ©n February 2010 Total purchase Consideration for the

acquisition Was approximately $88 million subject to certain  yorking capital adjustments

Ratification of New Labor Agreement at Wabush

In February 2010 we entered into new five-year labor agreement With the USW for our Wabush mine
The agreement provides for 15 percent increase in labor costs over the five-year term of the agreement

inclusive of benefits

We have evaluated subsequent events through February 18 2010 which (opresents the date ©f financial

statement Issuance
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Consolidated

Undistributed

Amortization of

Interest expense

Acceleration of

Interest  portion

Total Earnings

Interest expense

Acceleration of
Interest

portion

Preferred Stock

Fixed Charges and Preferred Stock Dividend Requirements -

RATIO OF EARNINGS TO COMBINED

pretax

earnings

Ratio of Earnings T0 Combined
And Preferred Stock Dividend

IN Millions

income from

continuing operations

of non-consolidated affiliates

capitalized interest

debt issuance costs

of rental expense

debt issuance costs

of rental expense

dividend |equirements

FIXED CHARGES

AND PREFERRED STOCK DIVIDEND
REQUIREMENTS

Fixed cCharges

Requirements

Year

2009 2008
$290.6 $716.3
65.5 35.1
3.0 5.6
39.0 39.8
5.8 8.4
$272.9 $735.0
39.0 39.8
5.8 8.4
1.4
44.8 49.6
6.1x 14.8x

2007

$380.7
11.2
2.0

22.6
0.8

4.7

$399.6

22.6
0.8
4.7

6.7

34.8

11.5x

Exhibit 12

Ended December 31

2006

$387.8
0.1
2.0
3.6
1.7

54

$400.6

3.6

5.4

7.4

22.1x

2005

$368.1
0.1
2.0

4.5

5.0

$379.7

5.0

6.8

16.3

23.3x



cLIFFS NATURAL RESOURCES INC AND its SUBSIDIARIES

Name
Cliffs Natural Resources Inc
7261471 Canada Inc
7261489 Canada Inc
7261543 Canada Inc
7280831 Canada Inc

Anglo Ferrous Amap/E Minera@o  Ltda
Anglo Ferrous | ggistica AmapA Ltda
Armnaud  Rajlway Company

AusQuest Limited

As of December 31 2009

Barcomba Joint  Venture unincorporated TV
Beard pinnacte LLC

CALipso Sales Company

Centennial AsSSel  paiicipa Oes Amap/A S.A

Cleveland-Ciliffs International

Cleveland-Cliffs Ore Corporation

CLE PinnOak LLC

Holding Company

ciliffs  Gibraltar Holdings Limited

cliffs  Gibraltar Holdings Limited | yxembourg S-C-S
cliffs Gibraltar Limited

cliffs Gibraltar Mather 111 Limited

Cliffs US Mather LLC

ciliffs and Associates Limited

cliffs Asia Pacific Iron Ore Finance Pty Ltd

cliffs Asia Pacific Iron Ore Holdings

cliffs Asia Pacific Iron Ore Investments

cliffs Asia Pacific Iron Ore Management

Pty Ltd fka Portman |imited

pry Ltd

pry Ltd

cliffs  Asia Pacific Iron Ore pyy Ltd fg Portman iron Ore Limited

cliffs Australia Coal pty Ltd

Cliffs  Australia Holdings Pty Ltd

cCliffts  Australia Washplant Operations pty Ltd
ciiffs  Biwabik Ore corporation

ciiffs  Brown B.V

cliffs  Empire N¢

ciliffs Erie L.L.C

Cliffs  Exploraciones Peru S.A.C

ciiffs Greene B.V

ciliffts Harrison B.V

cliffs International LuUxX S. ra

ciiffs International Lux n S. ra

cCliffs International Lux IV s. r-1 N Liquidation
Cliffs International Luxembourg sS. r-

Cliffs International Management Company LLC
cliffs International Minera o Brasil Ltda

Cliffs International  participacOes Brasil Ltda
cliffs - Marquette '"¢

ciliffs  Merger Sub Inc

Exhibit 21

AND AFFILIATES

Cliffs
Effective
Ownership Place of Incorporation
Ohio USA
100%  oOntario Canada
100% Ontario Canada
100% Ontario Canada
100% Ontario Canada
30% Brazil
30% Brazil
26.830% Quebec Canada
30% WA austraiia

50% WA Australia

100% Oklahoma USA
82.395% Delaware USA
100% Brazil
100% Delaware USA
100% Ohio USA
100% Delaware USA
100% Gibraltar
100% Luxembourg
100% Gibraltar
100% Gibraltar
100% Delaware USA
82.395% Trinidad
100% WA Australia
100% SA Australia
100% QLD Australia
100% NSW Aaustralia
100% NSW Aaustralia
100% QLD Australia
100% QLD Australia
100% QLD Australia
100% Minnesota USA
100% The Netherlands
100%  Michigan USA
100% Delaware USA
100% Peru
100% The Netherlands
100% The Netherlands
100% Luxembourg
100% Luxembourg
100% Luxembourg
100% Luxembourg
100% Delaware USA
100% Brazil
100% Brazil
100%  michigan USA
100% Delaware USA
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Cliffs

Effective

Name Ownership Place  of |ncorporation

Oak Grove Land Company LLC 100% pelaware USA

Oak Grove Resources LLC 100% Delaware USA
100% Minnesota USA

100% pelaware USA

Pinnacle  Mining Company LLC 100% pelaware USA
PinnOak Coal saes LLC 100% pelaware USA

Pickands Hibbing Corporation

Pinnacle  Land Company LLC

12.47%  victoria Australia
6.436% BC canada
100% WA Australia
10006 WA austraiia
100% Australia
100% NA Australia
90.77% Minnesota USA

Pluton Resources Limited

PolyMet Mining Corporation

Portman Coal Investments Pty Ltd

Portman Iron Ore Limited fka Esperance Iron Limited
Portman Limited fka Pelsoil Limited

Portman Mining Limited

renewaFUEL LLC

Wetlands Preserve LLC 100%  michigan USA
100% pelaware USA
Silver gay Power Company 100% pelaware USA

Sonoma Coal pgject 8.333% QLD Australia
Ltd 45% QLD Australia

Republic
Seignelay Resources INC fka Angola Services Corporation

Sonoma Mine \anagement Pty
50% WA Australia

50% WA Australia
100% Minnesota USA
100% Ohio USA
100% pelaware USA
85% Michigan USA
Limited 6.866% Canada
100% pelaware USA
100% Ohio USA
26.830%  Newfoundland Canada

Springleigh J°oint  Venture unincorporated NAVS
st Lawrence Joint Venture nincorporated Vv
Syracuse  Mining Company

The cCleveland-Cliffs Iron  Company

The Cleveland-Ciliffs Steamship  Company
Tilden Mining Company L-C
Twin  Fais Power cgrporation
United Taconite LLC
Wabush iron CO Limited
Wabush Lake Rajlway Company Limited
Wabush Mines unincorporated JV 26.830%  Newfoundland Canada
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Exhibit 32a

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 gepory ©Of Cliffs  Natural Resources Inc the Company on Form 10-K for

the . ended December 31 2009 s filed with the Securities and Exchange Commission on the date hereof the

yeal

Form 10-K  soseph Carrabba Chairman President and Chief Executive Officer of the Company certify
pursuant to 18 U.S.C  sSection 1350 as adopted pursuant to Section 906 of the sarbanes-Oxley Act of 2002 that

to such officers knowledge

The Form 10-K tuuy complies with the [oquirements ©f Section 13a or 15d of the Securities

Exchange Act of 1934 15 U.S.C 78m or 780d and

The information contained in the Form 10-K fairly presents 0 an material respects the financial

condition and results Of operations ©Of the Company as ©f the dates and for the periods expressed in the

Form 10-K

Date February 18 2010
By Is Joseph Carrabba

Joseph Carrabba

Chairman President and Chief Executive Officer
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