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Ckifs wdi be prmemnent global producer and merchant of iron are

and other steekrelated products We wu be known for our operatonal

excellence  management experuse aNd technologtcal leadership

We me dedicated 1o puilding value for our shareholders partners

customers and employees by

Increasng the competitiveness of our exishng operations

Producng  superior products Services and rnnovahve solutions  for

the steel

industry
Providing safe  challenging @nd rewardng workplace
Extencng ho chffs franchise ,iernationally

We win conduct our busness with fasness and integrity and the

highest concern for environmenta stewarosnip
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Sonoma

Sonoma Sales
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TCR
Tilden
TMDL
TSR

UMWA
United
u.s
U.S steel
Usw
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VEBA
VIE

VNQDC Plan
Wabush

Taconite

Weirton
WEPCO
Wheeling

Term

Million British Thermal
MMX Minera 2o
Minnesota Power Inc

Minnesota Pollution Control Agency

Units

Met/Eiicos S.A

Michigan Public Service Commission

Minerals Resource Rent Tax
Mine safety and Health Administration
Bituminous Coal Wage Agreement

of Environmental Protection

National
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Northshore Mining Company
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New York stock Exchange
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Other comprehensive income
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Mining Company LLC
PinnOak Resources LLC
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and Affordable Care Act

Asia Pacific Iron Ore Holdings
Patient Protection
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Prevention of sSignificant Deterioration
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Rio Tinto working Group

Stock  Appreciation Rights
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United Taconite LLC

United States of America
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Wabush Mines Joint Venture

Compensation Plan

ArcelorMittal Weirton Inc

Wisconsin  Electric Power Company
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PART

Item Business

Introduction

cliffs Natural Resources INC traces s corporate history back to 1847 Today We are an Iinternational
mining and natural resources company member of the SP 500 |ndex W€ are the jargest producer of iron ore
peliets in North America major supplier ©f direct-shipping lump and fines iron ore out of Australia and
significant producer of metallurgical coal With core values of environmental and . oital stewardship our
colleagues across the globe endeavor to  provide all stakeholders operating and financial transparency as

embodied in the GRI framework Our companys operations are organized according t© product  category ~ and

geographic location North American Iron QOre North American Coal Asia Pacific Iron Qre Asia Pacific Coal

Latin American Iron Qre Alternative Energies Ferroalloys and our Global Exploration Group

In North America we six iron ore mines in Michigan Minnesota and Eastern Canada five

operate
metallurgical coal mines located in West virginia and Alabama and one thermal coal mine located in
West Virginia Our Asia Pacific operations are comprised of two iron gre mining complexes in Western
Australia serving the Asian iron ore markets with direct-shipping fines and lump ore and 45 percent economic
interest in coking and thermal coal mine located in Queensland Australia In Latin  America we have 30
percent interest in AmapA Brazilian iron ore project and in Ontario Canada we recently acquired chromite

properties Our operations also include our 95 percent controlling interest in renewaFUEL located in Michigan

In  addition our Global Exploration Group was established in 2009 and s focused on early involvement in
exploration  activities to identify NEW world-class projects for future development or projects that add significant
value

to existing operations

Industry Overview

The strengthening recovery and improving outlook of the economic environment during 2010 was
characterized by increased steel  production higher demand and rising prices In 2010 global crude steel
production significant driver of our pusiness was yp approximately 15 percent from 2009  with even greater

production iNcreases in some areas including MNorth America China produced 627 million metric

approximately

tons of crude steel in 2010 (epresenting approximately 44 Lercent ©f global production Steel in

China increased 10.4 percent 13.5 percent and 16 percent " 2010 2009 and 2008 respectively

production

The rapid growth in steel production in China over recent has only been

years met by

partially
corresponding increase in domestic Chinese iron ore production Chinese iron ore deposits although substantial
are of lower grade less than half of the equivalent iron ore content than the current iron ore supplied from

Brazil and Australia

The world price of jron ore is heavily influenced by international demand Worldwide stimulus efforts

initiated in 2009 jmproved demand  guring 2010 and rising spot Market prices for iron ore reflected  this trend

The apid growth in Chinese  demand particularly in more recent yegrg created market  jmbalance Wwhich
continues to indicate demand s outpacing supply In Asia pacific the demand for steelmaking raw materials
remained strong throughout 2010 primarily led py demand from China AS resur of increasing spot prices for
iron gre there has been shift in the industry toward shorter-term pricing arrangements linked 1o the g market
With the jmproved economic environment and corresponding strengthening of steel demand . oughout 2010
seaborne  iron ore prices for MOSt iron ore products increased  in excess ©Of 95 porcent

The world market for metallurgical coal in 2010 was influenced less by international demand and more by
the geographies Where icis consumed Throughout 2010 reported spot prices in Asia Pacific were strong and at
times  (ading above the range ©f announced quarterly settlement prices of $200 to $225 per metric ton In the

North American and European markets demand in 2010 improved over 2009 Ievels largely due (o the improved

economic environment and ggpg iNCreases in steel production

During 2010 capacity utilization among steelmaking facilities in North America demonstrated continued
improvement reaching an  gverage rate  of approximately 70 percent 2t year-end up from an average rate of
approximately 52 percent for 2009 The industry continued to Show  gigns Of stabilization  refiecting increasing




steel production and the restarting of blast furnaces in North America and Europe As result W€ experienced

marked improvements in customer demand and market expectations We increased production at MOst of our

and called employees back ¢, work in order to ensure that Wwe Weré positioned to meet increases in

demand while continuing to monitor the markets closely

Growth strategy and Recent Developments

Over recent years We have been executing strategy designed to achieve scale in the mining industry and
focused  on serving the Wworlds . and rastest growing stee! Mmarkets Throughout 2010 we continued to
increase our operating Scale and  recence as an international mining and natural resources company by

expanding Poth  geographically and yhough  the minerals  we mine and market The |ong-term ©utlook remains
healthy and we are NOW focusing ON our growth Projects with sustained investment in our core businesses Our

growth in North America as well as gcquisitions N minerals outside of iron ore and coal illustrates the execution

of this gyrategy during 2010

We aiso expect to achieve growth through early involvement N exploration activities by partnering with
junior mining companies which provide us low-cost g4y, points for potentially significant reserve additions We
established global exploration group in 2009 led by professional geologists who have the knowledge and
experience to identify new world-class [ giects for future development ©OF projects that add  significant value to
existing operations

Specifically we continued our sgategic growth as an international mining and natural resources company

through the following transactions in 2010

Freewest On January 27 2010 We acquired 2@ Of the remaining outstanding shares of Freewest  ror
C$ 1.00 per share including @ interest in the Rijng ©of Fire properties " Northern Ontario Canada Which  qpise
three premier ©chromite deposits The acquisition ©f Freewest is consistent with  our strategy '© broaden our
geographic and mineral diversification and allows ys to apply OUr expertise ' open-pit Mining and mineral
processing to chromite ore resource base that could form the foundation of North Americas ony fenochrome
production operation The planned MiN€ is expected t© produce million to million metric tons Of high-grade
chromite ore anpnually Which would be further ocesseq  into 400 thousand  to 800 thousand metric tons of
ferrochrome

Wabush On  rebruary 2010 We acquired entties  from our former partners that held their respective

interests in Wabush for $103 million thereby increasing our ownership interest to 100 percent With Wabushs

of the interest has increased our North American

5.5 million tons of production capacity acquisition remaining

Iron Ore equity production capacity by approximately 40 million tons and has added more than 50 million tons

of additional reserves Furthermore acquisition ©Of the remaining interest has provided us additional access to the
seaborne iron ore markets serving Steelmakers in Europe and Asia

spider We commenced formal cash offer to acquire @l Of the outstanding COMMON shares of Spider
Canadian-based mineral  exploration company for C$0.19 per share during the second quarter ©f 2010 On
July 2010 =n of the conditions to acquire the remaining COMMoON shares of gpider had been satisfied or waived
and We increased our ownership percentage o 52 percent representing majority ©f the common  shares
outstanding ©On fully-diluted basis Subsequently we extended the cash offer to permit additional shares to be
tendered and taken Up thereby increasing ©Our ownership percentage " Spider te 8% percent 2 ©f July 26 2010
Effective  October 2010 we completed the acquisiton ©f an of the remaining Shares of spider through — an
amalgamation ~ Consequently We Own 100 percent ©f spider a of December 31 2010 and have obtained

majority ownership of the Big Daddy chromite deposit 'ocated in Northern Ontario The Big Daddy chromite
deposit = one of the three premier chromite deposits that We originally acquired interest  in through the Freewest

acquisition  as discussed above

CLCC On ,,, 30 2010 We acquireda =W of the c0al gperations ©f privately-owned INR for $775.9
million and since that date the operations acquired from INR have been conducted through our wholly-owned
subsidiary known . CLCC CLCC . producer  ©f high-volatile metallurgical ~ and thermal coal located in
southern  West virginia CLCCs operations include two underground —continuous mining Method metallurgical

coal mines and one open surface thermal coal mine coal preparation and processing facility as well s large
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From the first application of electrical power in Michigans underground mines to the use of todays
sophisticated computers and global positioning Satellite  gystems W€ have been leader in the application of New

technology to the centuries-old business of mineral extraction Today our engineering and technical staffs are

engaged " full-time technical support of our operations and improvement of existing products

We are expanding our leadership Position in the industry by focusing On  high product quality technical
excellence superior relationships with our customers and partners and improved operational efficiency through
cost saving initiatives We operate fully-equipped research and development facility in Ishpeming Michigan

which  supports €ach  ©f our giobal operations Our research and development group ‘s staffed with  experienced

engineers and  scientists  and s organized to support the geological interpretation process mMmineralogy mine
engineering mineral  processing pyrometallurgy advanced process control  and analytical service disciplines
Our research and development group = also utilized by iron ore penet customers for laboratory testing and

simulation of blast furnace conditions

Exploration

Our exploration  program ‘= integral  to OUr growth strategy We have several ,igjects and  potential
opportunities  to diversify OuUr products expand our production Volumes and develop large-scale ore bodies
through early involvement in exploration activities We achieve this by partnering with  junior mining companies

which  provide us low-cost for potentially significant reserve additions In 2009 we established

entry points

global exploration group led py professional geologists who have the knowledge and experience to identfy NEW

world-class  projects for future development oOr projects that add  significant value to existing operations We spent
approximately $30 million on exploration activities in 2010 and We expect ¢ash expenditures between $50
million and $55 million 0N exploration activities in 2011 which We anticipate will provide us with  opportunities
for significant  fUtUre potential reserve additions  g5pai1y

Concentration of Customers

We have three customers that individually account for more than 10 percent of our consolidated  product
revenue in 2010 Total revenue from these customers represents approximately $1.8 billion $1.0 pillion and $1.6
billion of our total consolidated product revenue in 2010 2009 and 2008 respectively and s atuributable to our

North American I1ron Ore and North American Coal business segments !n 2009 and 2008 We had two and three

customers respectively that jndividually accounted for more than 10 percent ©f our consolidated product
revenue The following represents Sales revenue from each oOf these customers as percentage of our total
consolidated product revenue as well 55 the portion of  product sales for North American Iron Ore and
North American Coal that is attributable to each of these customers in 2010 2009 and 2008 respectively
Percentage of Percentage of
North American North American
Percentage of Total Iron Ore Product coal Product
Product Revenue Revenue Revenue
Customer 2010 2009 2008 2010 2009 2008 2010 2009 2008
ArcelorMittal 19% 28% 27% 28% 42% 39% 28% 28% 23%
Algoma 11 10 11 18 17 17
Severstal 11 12 17 13
Total 41% 46%  50% 63% 72%  74% 30% 32%  28%
Excluding wreight @Nd venture partners cost reimbursements

Includes subsidiaries ©of each customer

ArcelorMittal USA

On March 19 2007 We executed an umbrella agreement with ArcelorMittal USA subsidiary ~ ©f
ArcelorMittal that covered  significant price and volume matters under three geparate Ppre-existing iron ore peiet
supply agreements for ArcelorMittal USAS cleveland and Indiana Harbor West Indiana Harbor East and
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furnaces Production of steel py steel mMini-mills was approximately 70 percent ©f North American total finished
steel production in 2010 North  American steel producers also can produce  Steel Using imported ifon ore or semi
finished steel products which eliminates the need for domestic iron ore Environmental restrictions on the yse of
blast furnaces also may reduce our customers use of their blast furnaces Maintenance of blast furnaces can
require Substantial .. expenditures OuUr customers may choose not to maintain their blast furnaces and some

of our customers may not have the resources to  adequately maintain their blast furnaces If our

necessary

customers use methods to produce steel that do not use iron ore and coal demand for our iron ore and

products

coal products  will decrease  which would adversely affect our sales margins and  , Gritability

The availability of capital for exploration acquisitions ~and  mine development may be limited
We

both  geographically and through the minerals that W€ mine and market To execute on this

business and

expect to grow ©OUr presence @ an international mining company by continuing ' expand

strategy we will need
to have access to the capital markets to finance exploration acquisitions and development of mining propertics
During the recent global €CONOMIC crisis access to capital to finance NEW projects @A acquisitions Was extremely
limited We cannot  predict the general availability Or accessibility of capital to finance such projects in the future

1If We are unable to continue to access the capital markets our ability to execute on our growth strategy will be

negatively impacted

Our apility to collect payments from our customers depends On their creditworthiness

our  apility to receive payment for  products sold and delivered to our customers depends on the

creditworthiness of our customers With respect t© our North American Coal business ynit payment ‘* typically

received as the products are shipped However in our Asia Pacific and North American jron Ore business units
generally We deliver iron ore products to our CUSIOMErs facilities in advance of payment for those products

majority ©f the products shipped by our Asia Pacific  jron Ore business wunit are secured by bank letters of credit

Although tue and risk of loss with respect to North American Iron Ore products does not pass to the customer
until payment for the e = received there is typically period of time in which pellets for which we have
reserved title are Within  our customers control Consolidations in some Of the industries in which our customers
and

operate have created larger CUStomers These factors have caused some customers to be less  ciapie

increased OUr gyposure to credit risk Current credit markets remain highly Vvolatile and some of our customers
are highly leveraged significant adverse change in the financial and/or credit position of customer could
require US to assUMe giogter credit risk ,gighng to that customer and could limit our apiliy to collect receivables

Failure to receive payment from our customers for products that We have delivered could adversely affect our

financial condition and

results  of gperations liquidity

We rely on estimates of our recoverable reserves Which s complex due to geological Ccharacteristics of the

properties and the number of assumptions made

We

regularly €valuate our North American iron ore and coal reserves based 0N revenues and costs and

update them o requireq in accordance with  SEC  |ndustry Guide In  addition Asia Pacific Iron Ore and

Sonoma have ,plished reserves which follow JORC in Australia and have been made (o the Asia

changes

Pacific Iron Ore and SONOMa reserve values to make them comply with SEC requirements There are numerous

uncertainties  inherent in egtimating  quantities of reserves of our mines jncluding many factors  peyond our
control

Estimates of reserves and future net cash flows necessarily depend upon number of variable factors and
assumptions such  as production capacity effects of regulations by governmental agencies future ,rices for iron

ore and coal future industry conditions and operating costs Severance and excise taxes development costs and

costs of extraction and reclamation an of which may " fact yary considerably from actual results For these
reasons estimates of the economically recoverable quantities of mineralized deposits attributable to any
particular group of properties classifications of such reserves based on 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 by future industry conditions geological
conditions and ongoing MiN€ planning Actual production revenues and expenditures With respect to our reserves
will likely  vary from estimates and if such variances are material our sales and profitability could be adversely

affected

25
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MiNing operations in North America  are subject to increasing levels of goruting  U-S regulatory  Sfforts  targeted

at eliminating or minimizing the adverse environmental impacts of mountaintop coal mining practices have
impacted all types ©f coal ,perations These regulatory initiatives could  cause material  jmpacts delays or
disruptions to our coal operations due 0 our inability to obtain NEeW or renewed permits or modifications to
existing permits
Underground mining ' subject to increased safety regulation and may require us to incur additional
compliance cost

Recent MiN€ disasters have led to the enactment and consideration  of | ificant Nnew federal and state laws
and regulations relating te safety in underground ¢<oal mines These laws and regulations include requirements for
constructing and  maintaining caches for the gigrage ©f additional self-contained self rescuers  throughout

underground MINES  installing rescue chambers in yngerground mines constant tracking ©of and communication
with  personnel in the mines instaling ¢able lifelines from the mine portal to an sections of the mMine to assist in

and of

emergency escape Submission approval emergency response Plans and new and additional  gafery
training Additionally NEW 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 us to iNncur substantial additional .55ts Which may adversely impact our results of operations financial
condition  or profitability

Our profitability could be negatively affected ifWe fail to maintain satisfactory labor relations

The USW represents 2!' hourly employees at our North American Iron Ore locations for Northshore

except
the UMWA represents hourly employees at our North American Coal locations On October 2008 we entered
into four-year 'abor ggreement With the USW  that covers approximately 2300 USW-represented workers at our
Empire and Tilden mines in \jchigan and our United Taconite and Hibbing Mines in MiNnesota that expires in
October 2012 We entered  into NeW five-year labor ,greement With the USW for Wabush in February 2010 that
i= effective  from March 2009 to February 28 2014 The ,grcement provides fOF 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 ©OUr facilities are
represented by multiple unions  with labor ,greements that oypire at various dates If the collective bargaining
agreements relating to the employees at our mines or railroads are not successfully renegotiated prior © their

expiration ~We could face WOrk gopnages or labor strikes

We may encounter labor gporages  fOr oritical  operational which  could affect our

adversely

ability © produce OUr products

Prior i the global €CONOMIC crisis the global mining industry Was facing critical  ghortage  ©Of essential

skiled employees Competition for the available workers limited our gpility to attract and retain employees

We are predicting long term shortage ©Of skilled workers for the mining industry At our mining locations
many ©f our mining operational employees are approaching retirement age As these experienced employees

retire . W& mgy have difficulty  replacing them at competitive wages AS  result wages 2'€ increasing to address

the turnover

Our profitability could be adversely affected py the failure of outside contractors t© perform

Asia Pacific Iron Ore and Sonoma use contractors o handle many of the operational phases O©Of their mining
and processing operations and therefore are subject to the performance of outside companies on key production
areas
We may be unable t successfully identify acquire and integrate strategic acquisition candidates

Our ability '© grow successfully through acquisitions depends upon ©OUr ability to identify negotiate
complete and  integrate suitable  acquisitions and to obtain necessary  financing 1t is possible that we will be
unable  to successfully complete potential acquisitions including  the pending acquisition ~ of Consolidated
Thompson In  addition the costs oOf 5cquiring ©Other businesses could increase if competition for acquisition
candidates  increases Additionally the success Of an acquisition = subject to other risks and uncertainties

29
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metric tons in the second half of 2010 Ore = hauled by haul truck to the giockpiles ©Crushed and screened and

then transferred by conveyor to the shiploader where the ore is loaded onto ships for export to customers in Asia

Mine Capacity and Mineral Reserves

We have corporate policy relating to internal control  and procedures with  (egpect t© auditing and
estimating mineral reserves The procedures include the calculation of mineral reserves at each mine by
professional mining engineers and geologists Management compiles and  reviews the calculations and once
finalized such information is used to prepare the disclosures for our annual and quarterly reports The disclosures

are reviewed and approved by management including our Chief Financial Officer and Chief Executive Officer

Additionally the ong-range mine planning and mineral reserve estimates are reviewed annually by our Audit
Committee Furthermore ai changes to Mineral reserve estimates other than those due to production are
adequately documented and submitted (o our Chief Executive Officer for review and  approval Finally We
perform periodic feviews of |ong-range mine plans and mineral reserve estimates at MiN€ staff meetings and
senior management meetings

Reserves are defined by SEC Industry Standard Guide as that  papg of mineral deposit that could be
economically and |egany extracted and produced at the time of the reserve determination All reserves are

classified as proven  ©F probable and are supported by life-of-mine ;53¢

Iron Ore Reserves

Ore reserve estimates for our iIron gre mMines ,s of December 31 2010 were estimated from fully-designed

open pits developed using three-dimensional modeling techniques These fully designed pits incorporate design
slopes practical mining shapes and access ramps to assure the sccuracy of our reserve estimates The iron ore
prices utilized for reserve estimation are derived from three-year trailing averages of regional benchmark o icing

For North American Iron Ore operations prices are based 0N iron ore pejets delivered to the Lower Great Lakes

and for gperations N Asia  Pacific  ifoN ore prices represent the three-year trailing average ©f international
benchmark [ icing for the ,oqucts generated by our Asia Pacific Iron Ore business unit sinter fines lump
ore We evaluate and analyze irON ore reserve estimates g gn, three ygg.g in accordance  with our mineral reserve
policy or earlier ir conditions merit For the fiscal year ended December 31 2010 iron ore prices  vary based on
the date Of the last reserve analysis 1h€ table below identifies the reserve analysis date and the  ggpective three-
year trailing price for each of our iron ore Mines .5 of December 31 2010
Date of Base Economic Commodity
Mine Ore Reserve Analysis Pricing
North America
Empire 20092 $89.19
Hibbing Taconite 2008 $90.42
Northshore 20092 $90.42
Tilden 2008 $89.19
United Taconite 20 102 $96.49
Wabush 2010 $101.81
Asia Pacific
Koolyanobbing 2010 Lump $1 -079

Fines $0.837

Cockatoo Island 2008 Fines  $0.685

Pricing in North America refiects US$ per long tons of peiiets F.O.B o1t except for Empire and Tilden

which are F.O.B mine Pricing in Asia Pacific reflects Uss$ per product dry metric ton iron unit

The decision was made to exclude anomolous 2008 Benchmark Pricing from the three-year trailing average
price used in determining our North American Iron Ore reserve estimates Therefore the three-year trailing
average for the 2009 reserve analysis reflects 2005-2007 prices and the 2010 reserve analysis reflects 2006-

2009 prices exluding 2008
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Asia pacific ron Ore

Mineral Reserves

Current inera Method  of
Current Year .
iron Ore Annual t Previous glits Reserve Operating
Mine Mineralization Capacity Proven probable  Total Year Owned Leased Estimation Since Infrastructure

Metric tons in millions

Koolyanobbing Banded Iron 85 0.9 98.5 99.3 85.2 0% 100%  Geologic 1994 Mine Road
Formations Block  Model Train  Haulage
Southern Cross Crushing
Terrane vilgarn Screening  Plant

Mineral Field

Hematite Goethite

Cockatoo Island Sandstone  Yampi 14 2.0 2.0 2.3 0% 100%  Geologic 1994 Mine
v Formation Block  Model Crushing
Kimberley Mineral Screening Plant
Field Hematite Shiploader
Total 9.9 0.9 100.5 101.3 87.5

Metric tons of 2205 pounds

Reported ore reserves reswicted  © pouen  and  probable tonnages  based on Nfe Of MIN€ goq ain, Schedules 0.9 million metric tons of the
Koolyanobbing reserves are Sourced  from current stockpiles

Rail and plant upgrades in 2009 increased the annual capacity to 85 million Metric  tons

Asia Pacific  Iron Ore has 50% interest  in the Cockatoo Island | . venture Reserves  reported at 100% and represent "  Stage Seawall

extension project area

Net of 2010 production Koolyanobbing ore reserves increased py 23 million metric tons The increase s
attributable to the addition Of pewly discovered resources and mMiNe planning optimization
During 2010 construction  of Stage extension of the seawall €embankment was completed Production
recommenced in 2010 following completion of the seawall This extension is expected to extend production for
approximately two years
Coal Reserves
North American Coal
Coal reserve estimates for our North American ynderground and surface coal mines as of December 31 2010
were estimated ysing three-dimensional modeling techniques coupled With mine pian designs Coal pricing for the
g g q P P g
North American Coal reserve estimates utilized $85 per ton F.O.B mine based ypon three-year trailing average [1OM
2006 to 2008 We win generate Nnew coal reserve estimate for CLCC in 2011 The Pinnacle and Oak Grove coal
reserves have not changed net of 2010 mine production
The following table reflects  expected current annual capacities and economically recoverable reserves for our
North American coal mines ., of December 31 2010
Current Method  of
Annual Proven and Probable Reserves Mineral  Rights Reserve
Mine Category Capacity In-place Moist Recoverable Owned  Leased Estimation Infrastructure
Tons in Millions
Pinnacle  Complex 4.0 0% 100% Geologic Mine preparation
Pocahontas No Assigned 1131 52.4 swar  Model Plant Load-out
Pocahontas No Unassigned 26.8 o8
Oak Grove 25 0% 100% Geologic Mine  Preparation
Blue Creek Seam Assigned 80.0 421 swar  Model Plant Load-out
Cliffs  Logan County Coal
Multi-Seam  Underground Assigned 17 137.5 58.9 0% 100% Geologic Mine preparation
swar  Model Plant Load-out
Multi-Seam  Surface Assigned 12 65.9 61.8 0% 100% Geologic MineLoadout

strat  Model

Total 9.4 423.3 225.0
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ArcelorMittal Arbitrations Nomination dispute On  september 11 2009 ciliffs The cleveland-Cliffs

Iron Company Cliffs Mining Company Northshore Mining Company and ciliffs Sales Company filed two
arbitration demands  against ArcelorMittal USA |nc ISG cleveland Inc ISG Indiana Harbor |nc and wmittal
steet  USA Weirton Inc with respect to ArcelorMittal attempt t© modify its Lo NOMinations submitted to
cliffs in 2008 for the calendar o5 2009 and with respect to ArcelorMittal attempt to revoke one-time
deferral  election to defer 550000 tons from 2009 two 2010 Both arbitrations were settted on aprii 14 2010
Under the settlement ciiffs reached an agreement with ArcelorMittal as to the final nomination for 2009 and the
binding nomination for 2010 On June 2010 Arcelormittal filed complaint in the Circuit Court of Cook
County 'Winois  geeking declaratory judgment that Cliffs MUSt permit i+ to change the amounts and  hes Of
pellets to P® ghipped to s Indiana Harbor East facility in 2010 from the amounts and types set forth in the
settlement agreement as part Of ArcelorMittal 2010 nomination On June 25 2010 cliffs filed motion i 4y
the case and to compel arbitration On August 20 2010 ArcelorMittal dismissed the Cook County l'awsuit and
commenced arbitration in Cleveland Ohio ciifts filed an answering statement in the arbitration on
September 10 2010 AN evidentiary hearing has been scheduled for May 2011

ArcelorMittal Arbitrations Price Re-opener dispute On May 18 2010 The cCleveland-Cliffs Iron
Company and ciifts Mining Company filed an arbitration  demand against ArcelorMittal USA for arbitration  with

respect to the pPellet Sale and Purchase Agreement dated December 31 2002 (gyering the Indiana Harbor East
facility The agreement provides for the use of published annual g e prices *© adjust e prices Of the pelets
sold to ArcelorMittal Cliffs contends that such prices have ceased to be published and s seeking declaration

that the agreement requires ArcelorMittal to enter into  pegotiations with cliffs o amend the agreement in this

regard and that pending the outcome of such Logotiations or an order from the arbitration panel amending the
agreement Sliffs need not comply with certain conditions  for requesting price reopener fOr 2010 under the

that would otherwise have to be met py 54y 2010 Arcelormittal filed o on June 2010

agreement response

on suly 2010 ciiffs  filed second amended demand in the arpitration seeking declaration that Cliffs s
entitted  to price reopener for 2010 On January 25 2011 the arbitrator denied both parties Cross-motions for

summary judgment An evidentiary hearing @S not yet been scheduled

ArcelorMittal Litigation 201 Nomination Dispute On january 31 2011 ArcelorMittal USA Inc rilea
complaint " the Circuit Court of Cook County Iinois against Cliffs Cliffs Sales Company The cCleveland-

Sliffs Iron Company cliffts  Mining Company and Northshore  NMining Company With respect to ArcelorMittals

attempt to twice modify its pellet Nomination submitted to ciiffs in 2010 for the calendar year 2011 The
nomination modifications  in gispute relate  © ggniticant increases in iron ore pejets to be delivered in 2011 to
ArcelorMittals Cleveland Works and Indiana Harbor Works ArcelorMittal i= demanding declaratory judgment
and claiming Preach of contract We strongly disagree With ArcelorMmittals allegations and intend to defend this
case vigorously

Essar Steel plgoma Application and Arbitration On May 28 2010 Essar steel Algoma filed  an
Application fr Emergency Relief in the Ontario Superior Court of Justice in Ontario Canada requesting that the
court order The Cleveland-Cliffs Iron Company Cliffs Mining Company and Northshore Mining Company to

ship pellets to the Algoma facility in Sault Ste Marie Ontario Algoma and ciliffs  gre parties  to Pellet Sale and
Purchase Agreement dated Jjanuary 31 2002 The agreement provides for mid-year adjustment of the price paid
by Algoma for the pelets that it purchases Algoma disputed the adjustment made py Cliffs i May 2010 and
refused to pgy the adjusted price The agreement  permits <!iffS  to suspend performance ir Algoma does not pay
any amount due tw Cliffs Algoma application sought to preclude Cliffs  from suspending shipments of pellets
and to require it to continue performance at  provisional price set by cCliffs in December 2009 wuntil such time as
arbitration resolves the ,jcing issues The court granted the application and ordered Ciliffs to résume shipping

at the December 2009 The injunction expired 0N October 2010 following an agreement between

pellets price

the ities ON an iNterim .o to be pajg by Algoma pending the outcome of the related arbitration in Ohio

Simultaneously With the appjication  for Emergency Relief Algoma filed an arbitration demand pursuant t©
the agreement The demand requested that the arbitration panel determine price adjustment and declare that the
May 2010 adjustment by Cliffs s invalid and ineffective cliffs filed an gnswer and counterclaim on June 18

2010 and an amended answer and counterclaim in the arbitration on guly 16 2010 The amended counterclaim

asserted that published annual prices used to adjust the price Of the pelets sold to Algoma under the agreement
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ciiftis  Natural Resources

Inc

SP 500 Index Total Returns

SP 500 steel Index

SP Midcap 400 Index

Issuer Purchases ©of Equity Securities

Period

October 1312010
November 30 2010
December 2010
Total

On july 11 2006 we received

four million common

shares

Return
Cum$
Return
Cum$
Return
Cum$
Return

Cum$

the approval by

There

were NO repurchases

2005

100.00

100.00

100.00

100.00

Total
Number
of Shares
or Units

Purchased

2006 2007 2008
9.77 108.77 -48.90
109.77 229.16 117.11
15.78 5.49 -36.99
115.78 122.14 76.96
80.26 21.72 -51.73
180.26 219.41 105.91
10.31 7.97 -36.24
110.31 119.10 75.94
Total Number of
Shares
Oor Units
Average Purchased ,s
Price Paid Part  of publicly
per Share Announced
or unit Plans  or

Programs

the Board of Directors to repurchase up

47

in the fourth

quarter ©f

2010 under

to

2009 2010
81.92 70.69
213.05 363.65
26.47 15.07
97.33 111.99
28.88 33.86
136.50 182.72
37.37 26.64
104.32 132.11
Maximum
Number
Or Approximate
Dollar Vvalue
of Shares

Or Units that
May Yet be
Purchased

Under

the Plans

or Programs

2495400
2495400
2495400

2495400

an aggregate

this

of

program
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Results of Operations Consolidated

2010 Compared to 2009

The following is summary ©Of our consolidated results oOf operations for 2010 compared With 2009

IN milions

Variance

Favorable

2010 2009 Unfavorable

Revenues  from , ,qyct sales and services 4682.2 2342.0 2340.2

Cost of goods sold and operating expenses 3158.7 2033.1 1125.6

Sales  Margin 1523.5 308.9 1214.6
sales  Margin 32.5% 13.2% 19.3%

Revenue from Product sales and services

Sales revenue in 2010 increased $2.3 billion or 100 percent from 2009 The increase in sales revenue was
primarily due to higher sales Vvolume and pricing related 1 our Asia Pacific and North American business
operations Sales volume increased 60 percent  at North American Iron Ore in 2010 when compared t© 2009 and

sales Vvolume for North American Coal was 75 percent higher than the prior year Improving market conditions

throughout 2010 led (o increasing production N the North American steel industry and in turn higher demand for
iron ore and metallurgical coal Higher sales Vvolumes in 2010 were also attributable to increased sales of \WWabush
pellets made available through  Oour acquisition ©Of full ownership of the mine during the first quarter ©f 2010 and

increased sales  of etallurgical and thermal coal mMade available through our acquisition ©f CLCC during the

third guarter ©f 2010

Higher sales prices also contributed (o the increase in our consolidated revenue for the year ended 2010
recent shift in the industry toward shorter-term pricing arrangements that g linked to the spot market and
elimination of the annual benchmark system caused us to reassess and in some cases renegotiate the terms of

certain of our supply agreements primarily Wwith our North American iron Ore and Asia Pacific jron Ore

customers We renegotiated the terms of our supply agreements with our Chinese and Japanese Asia Pacific iron

Ore customers moving to shorterterm L iicing mechanisms of various durations based on the average daily spot
prices With certain  pricing Mechanisms tat have duration of yp to quarter This change Wwas effective in the
first quarter ©f 2010 for our Chinese customers and the second quarter of 2010 for our jJapanese customers The

increase in 2010 iicing Was ONn average an 87 percent aNd 98 ercent increase for lump and fines respectively
In North America we reached final pricing Settlement with some of our North American 1Iron Ore customers
the fourth of 2010 The increase in 2010 pricing was an increase of 98 2009

through quarter average percent over

prices for contracts based on world ... prices Although pricing has been sewled with some of our North
American  customers for 2010 for the 2010 contract year We are =sun in the [ocess Of assessing  the jmpact

change to the nistorical annual  pricing Mechanism win have on certain  of our jarger existing NOrth American
Iron Ore customer supply agreements that extend over multiple years and negotiations ~are st ongoing Wwith

these customers

Refer to Results of gperations Segment INformation for additional information regarding the impact oOf

specific  factors  that jmpacted revenue during the period

Cost of Goods Sold and gperating  Expenses

Cost  of goods sold and operating expenses Was $3.2 billion in 2010 an increase of $1.1 billion or 55
percent compared with 2009 The increase in 2010 was primarily attributable to higher costs at both our North
American and Asia Pacific business gperations as result  Of pigher sales volume artially offset by lower idie
expense at our North American businesses result  Of pigher production levels in 2010 to Meet increasing

customer demand costs were also negatively impacted in 2010 by approximately $125.3 million related to

unfavorable foreign exchange ™@*s compared With the same period in 2009 $35.3 million of inventory step-up
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Equy Income LOoss in Ventures

Equity income |oss N ventures s primarily  comprised of our share of the resunts from Amap/A and

AusQuest for Which we have 30 ownership interest in each The gquity iNcome in ventures for the year

percent
ended December 31 2010 of $13.5 million primarily represents our share of the gharating results  of our equity
method investment in Amap/AE Such resuits consisted of income of $17.2 million During 2010 We recorded
income of g12.9 million related (o the reversal of certain accruals In addition during the second quarter of 2010
Amap/ repaid = total project debt outstanding for which we ovided several guarantee On our 30 porcent
share  Upon repayment ©f the project debt our obligations under the ,iyisions ©f the guarantee arrangement

were relieved and our estimate of the aggregate  fair value of the g,istanding guarantee ©Of $6.7 million was

reversed  (hrough Equity INncome |oss from ventures for year ended December 31 2010 Apart from the reversal

of the debt guarantee @Nd the reversal of certain  accruals our investment in AmapAE realized nearly break-even
operating results This  qpnaes With equity losses related to Amap/& ©f s62.2 million in 2009 The negative
results in the

operating prior year Were primarily due to slower than gpticipated ramp-up ©f operations and

product yields
2009 Compared to 2008

The following is summary of our consolidated resuits of operations for 2009 compared with 2008

In Millions

Variance

Favorable

2009 2008 Unfavorable

Revenues from |, quct 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

SalesMargin% 13.2% 32.1% -18.9%
Revenue from Product Sales and Services

Sales revenue in 2009 declined $1.3 pillion or 35 percent  from 2008 The decrease in sales revenue Wwas
primarily due to lower sales Vvolumes related (o our NOrth American pusiness operations  as result of the

volatility  @nd uncertainty in global markets i, oughout much of 2009 which led to production slowdowns in the

North  American steel industry and in turn reduced demand for iron ore and metallurgical coal In addition the
global €CONOMIC crisis resulted in  gregt deal of Lessure fTOM customers particularly in China for ron back of
the 2008 price increases for seaborne iron ore and metallurgical coal in 2009 We experienced reduction in

2009 pricing at each of our business units thereby contributing to lower revenue levels during the year

As result of the geteriorating '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

respectively compared With 2008 Based upon the economic downturn and the resulting impact on demand sales

volumes in 2009 declined gpproximately 28 percent at North American Iron Ore North American Coal
experienced decrease in volume of 42 percent year V€' year Revenues in 2009 were also negatively impacted

by base rate adjustments related to reductions in World pellet Pricing and producer price indices referenced in
certain  of our NOrth American 1ron Ore contracts .5 well .5 the estimated decline in average annual hot band

steel pricing for one of our North  American Iron Ore customers

Revenues  from our Asia Pacific gperations Were negatively impacted by the decline in 2009 iron ore prices
caused by lower demand for steel worldwide As result revenues at Asia Pacific Iron Ore in 2009 declined 30

percent from 2008 Pricing decreases in 2009 contrasted with settled price increases in 2008 of 97 percent and 80

percent for lump and fines respectively The overall decline in 2009 revenue at Asia Pacific Iron Ore was

mix and increase in sales Vvolume 4 result of increased demand

partially  offset by positive  sales percent

from China

Refer o Results of operations Segment Information (or additional information regarding the impact oOf

specific factors  that jmpacted revenue  during the period
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Equity LOSS in Ventures

Equity loss in ventures is primarily comprised of our share of the results from AmapﬁE and AusQuest for

which we have 30 percent ownership interest in each The equity loss in ventures for the ended

year
December 31 2009 of $65.5 million primarily represented our share of the operating results of our equity method
investment in AmapﬁE Such resuits consisted of operating losses of $62.2 million Results in 2008 mainly
consisted of operating losses of $45.6 million partially offset by foreign currency hedge gains of $10.5 million
The negative operating results in each year Were primarily due to slower than anticipated ramp-up ©f operations
and product yields OUr equity share of the losses for Amap/ was also higher in 2009 due to write-down in the
value of inventory asset jmpairment charges as well as changes in foreign currency exchange rates during 2009

and the resulting impact 0N project debt denominated in Brazilian real

Noncontrolling Interest

Noncontrolling interest in consolidated income was loss of $0.8 million in 2009 compared with income of

$21.2 million in 2008 The change Was primarily attributable to the acquisition ©Of the remaining 19.6 percent

interest in Asia Pacific Iron Ore formerly known as Portman Limited during 2008 thereby eliminating the

related noncontrolling iNterests  in 2009
Results of Operations Segment Information

Our company is organized and managed according ©  product category and geographic location Segment
information reflects  our serategic business ynits Which gre organized to meet customer requirements and global
competition We evaluate segment performance based on sales margin defined as revenues less cost of goods
sold identifiable to each segment This measure of operating performance is an effective measurement as We

focus on reducing production costs  throughout the Company

2010 Compared to 2009

North American 1ron Ore

Following = summary ©f North American 1Iron Ore resuits for 2010 and 2009

IN minions
Change due to

ldle  cost

Production

volume Freight and Total
2010 2009 Rate Volume variance reimbursements change
Revenues from product sales
and services 2921.4 1447.8 549.0 794.9 129.7 $1473.6
Cost of goods sold and
operating  expense 1999.4 1172.3 244 .4 534.9 81.9 129.7 827.1
Sales margin 92.0 275.5 304.6 260.0 $81.9 646.5
Sales tons 26.2 16.4
Production tons
Total 32.0 19.6
Cliffs share of total 25.4 17.12

Long tons Of ,oiers 2240 pounds
Includes 1.6 million tons allocated to cliffs due to re-nominations by Cliffs partners 2t Tilden and Wabush

Sales margin for North American Iron Ore was $922.0 million in 2010 compared With sales margin of
$275.5 million in 2009 The improvement  over 2009 s attributable to an IiNncrease in revenue of $1.5 pillion
partially  offset by an increase in cost of ggoods Sold and goerating expenses ©f $827.1  million The increase in

revenue s resuit  of improvements in both rate and sales volumes Which caused revenue to increase $549.0
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Sales margin for Asia Pacific Iron Ore declined to $87.2 million in 2009 compared with $348.6 million in
2008 Revenue decreased 30 percent N 2009 primarily as result  of lower pricing for lump and fines gyring the
year compared with 2008 prices While the 2009 benchmark prices for iron ore lump and fines did not sette with
an of our customers W€ negotiated pricing arrangements with certain customers in China to reflect the decline in

steel demand and prices Pricing decreases in 2009 of 44 percent ad 33 porcent for lump and  fines respectively

contrasted with settled i jce INcreases in 2008 of 97 percent and 80 percent respectively Pricing " 2009  was
based ypon previously reported Settlements in  japan and worldwide o essures ' the market and remained
unchanged from the estimates we made ,oughout most of 2009 The overall decline in 2009 revenue was
partially offset by favorable variance of g72.5 million due to nine percent increase in sales Vvolume result
of increased demand as well o positive sales MIX variance of $34.1 million due to More sales of lJump and fines
at higher prices and reduced sales of |g gradge  fines

Cost of goods sold and operating expenses in 2009 \were relatively consistent with 2008 cCosts were
unfavorably impacted by approximately $38.8 million of amortization gypense  related  to the  accounting for the
acquisition ©f the remaining ownership interest in Asia Pacific Iron Qre which occurred during the second half

of 2008 cCosts in 2009 aiso increased by approximately $29.6 million due to higher sales Vvolumes as well o

higher shipping costs of $53 million due to freight arrangements with  customers to secure sales during the
period Increases in costs during 2009 were partiany offset Py favorable foreign exchange variances of $35.2

million

Production

Production at Asia Pacific Iron Ore in 2009 was higher than 2008 as result  Of increased demand and
initiatives  taken during the year to improve supply ¢onditions and eliminate certain  production and ogistics
constraints  including rail upgrades 20 stockpile Utilization Increases in production in 2009 were partiany ©ffset
by the end of production at Cockatoo Island gyuring 2008
Liquidity Cash Flows and capital Resources

Our rimary sources ©Of liquidity are cash generated from our operating 2" financing activities Our  cash
flows from operating activities are driven primarily by our operating results and  changes in our working capital
requirements Our cash flows from financing activities are dependent upon ©OUr ability to access credit or oOther
capital

Throughout 2010 we have taken balanced  gpproach  to the allocation  of our capitai resources —and free cash
flow We have continued to strengthen our balance sheet and enhance financial flexibility including the
completion of tWO public offerings Of Senior notes in the sggregate principal amount of $400 million and $1
billion during the first and third quarters of 2010 (espectively Al or portion ©f the net proceeds from the
offerings have been used for the repayment of portion ©of other debt gpjigations including those related to our
investment in Amap/A and have been or may be used for the funding of an  or portion ©Of other siategic
transactions such 45 the 2010 acquisitions and the pending acquisition of Consolidated Thompson pursuant to
the definitive arrangement agreement that Was entered into in January 2011 and s subject to the satisfaction or

waiver  of various cjgsing Cconditions Other uses of the proceeds from the $1 billion public offering ©f senior

notes  may include  general corporate purposes and pending final yse investments in short-term  marketable

securities
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Refer w0 NOTE 17 COMMITMENTS AND CONTINGENCIES of the cConsolidated Financial

commitments and obligations

Statements for additional information regarding our future i, chase
Financing Activities
Net cash  ,rovided by financing activities in 2010 was $1.1 billion compared with $304.3 million in 2009
and $32.4 million in 2008 Cash flows from financing activities in 2010 Lrimarily included $397.8 million and

$990.3 miillion in Net proceeds respectively from two public offerings of senior notes Which we completed on
March 17 2010 and September 20 2010 respectively portion ©f the net proceeds from the $400 million
public offering ©f senior notes were used for the repayment of our $200 million term loan under our credit
facility which  Wwe repaid n March 2010 as well 5 the repayment of our share of AmapAES remaining debt
outstanding ©f $100.8 million in Mgy 2010 In addition portion Of the net proceeds Wwere used to fund portion
of the purchase price for the gpiger and CLCC acquisitions portion of the net proceeds from the $1 billion
public offering of senior notes were used for the repayment of the $350 million porrowings outstanding under our
credit  facility Other uses Of the net proceeds from the $1 billion public offering of senior notes may include
general corporate Purposes the funding ©f stategic  acquisitions such as the pending acquisition ©f Consolidated

Thompson and pending final ge INnvestments in short-term Mmarketable securities Successful execution of these
offerings allowed us to enhance our financial flexibiliy and better  ogjtion ourselves to take  jgvantage of

possible opportunities 32 the market  continues  to improve in 2011

In May 2010 our Board of Directors increased our quarterly COMmMon share dividend from $0.0875 to $0.14

per share The increased cash dividend was paid on June 2010 september 2010 and December 2010 n
May 2009 our Board of Directors enacted 55 percent reduction in our quarterly COmmon share dividend o
$0.04 from $0.0875 for the second and third quarters ©f 2009 in order to enhance financial flexibility In the
fourth quarter ©f 2009 the dividend was reinstated to its previous level

Cash flows from financing activities in 2009 primarily included $348 million in net proceeds from the sale

of gur COMMON shares

As previously discussed on January 11 2011 we entered  into definitive arrangement agreement With
Consolidated Thompson to acquire =1 Of &s common shares in an all-cash transaction including net debt valued
at approximately ~C$4.9 billion We have currently entered into $3.7 billion pridge financing ComMmmitment to

provide for the financing of the arrangement We intend to arrange Permanent financing for the transaction  py

among other things accessing the capitar ™Markets depending o©n market conditions during 2011 portion ©f our
cash will also be used to fund portion ©f the pyrchase price however management focus s ON  maintaining
sufficient cash balances to address our future operational needs

Capital Resources

We expect to fund our business obligations from available cash current ogperations and existing borrowing

arrangements The following represents summary ©f key iiquiaity ~measures  as of December 31 2010 and 2009

IN milions

December 31 December 31
2010 2009
Cash and cash equivalents 1566.7 502.7
Credit  facility 600.0 800.0
Senior notes 1725.0 325.0
Senior potes drawn 1725.0 325.0
Term loans drawn 200.0
Letter Of credit opligations and other commitments 64.7 31.4
Borrowing capacity available 535.3 568.6
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The customers gyerage annual price = not KNOWN at the time of sae and the actual price is received on

delayed basis at the end of the yegr once the ,yerage annual price has been finalized As ,(esuit We estimate the

average Pprice and adjust the estimate to actual in the fourth

guarter When the information is provided by the

customer at the end of each year Information used in developing the estimate includes such factors as production

and pricing information from the cystomer current spot prices  third-party analyst forecasts publications and

other jndustry information The accuracy of our estimates ypically increases ,s the year progresses based on

additional information in the market becoming available and the customers ability to MOre accurately determine

the historical

the sverage price it will realize for the yegr The following represents accuracy of our pricing

estimates related to the derivative as well 55 the impact on revenue resulting from the difference between the

estimated price and the actual price for each quarter during 2010 2009 and 2008 prior to receiving final
information  from the customer for tons consumed during each year

Hot Band steel Price Estimate vys Actual

2010 2009 2008

Impact ©on tmpact ©on Impact on

Final Estimated Revenue Final Estimated Revenue Final Estimated Revenue

Price Price in millions Price Price iNn millions Price Price in millions

First Quarter $593 $624 0.8 $528 $523 $1.2 $763 $645 24.9
Second Quarter 593 634 12.1 528 545 1.3 763 773 54
Third Quarter 593 609 7.0 528 536 0.6 763 794 176

Fourth  Quarter 593 593 528 528 763 763

We estimate  that $100 change " the ,yerage hot band steel jce realized from the December 31 2010
estimated price recorded for the uynconsumed tons  [emaining at year-end would cause the fair value of the

derivative instrument o increase or decrease by approximately $10 million thereby impacting our consolidated

revenues py the same amount

Provisional Pricing Arrangements

Historically certain supply agreements primarily with our Asia Pacific Iron Ore customers provided for
revenue or refunds based on the ultimate settlement of annual international benchmark pricing for lump and
fines As result  of the derivative  5ccounting treatment gppjlied © the provisions revenue reflected the estimated
benchmark price wuntil final settlement occurred Therefore to the extent final prices Were higher or lower than
what was recorded on provisional basis an increase or decrease (o revenues was recorded each

reporting period
until  the date of final Lricing Accordingly in times of rising 1IN ore prices our revenues benefited from higher

prices received for contracts priced at the current benchmark price and also from an increase related o the final

pricing of provisionally priced sales pursuant to contracts entered into in prior periods in times of iron gre

falling

prices the gpposite Occurred pricing estimates were primarily based upon reported price settlements in the

industry and worldwide [ ossures in the market
As  discussed above in 2010 the worlds |, .5 iron ore producers moved away from the annual
international penchmark pricing Mechanism referenced in certain  of our customer  supply agreements resuiting in
shift in the industry toward shorter-term pricing arrangements linked o the spot market As result we
renegotiated the terms of our supply agreements Wwith our Chinese and Japanese Asia pacific Iron Ore customers

moving to shorter-term pricing mMechanisms of various durations based on the average daily spot prices with

certain  pricing Mechanisms that have duration of up t© quarter This change Wwas effective in the first guarter
of 2010 for our Chinese customers and the second quarter ©f 2010 for our japanese customers Based on {iming
of these changes pricing settlements were finalized with  customers during each of the 2010 guarters With the

exception of the first gquarter of 2010  Therefore provisional pricing estimates were used during the first quarter

of 2010 to reflect an increase of 26 percent over 2009  settled prices for both Jump and fines based on provisional

quarterly Ndex pricing The pricing estimates for the first quarter Of 2010 reflected the increase in steel demand
and Spot prices for iron ore and were based upon index-pricing mechanisms  previously reported N the jnqustry
In  addition sales  to our Japanese customers during the first quarter of 2010 reflected 2009 prices based upon

contract years ©f april  to March 31
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IN milions

December 31

Item Financial Statements and Supplementary Data
Statements of Consolidated Financial Position
Cliffs Natural Resources Inc and Subsidiaries
2010
ASSETS
CURRENT ASSETS
Cash and cash equivalents $1566.7
Accounts receivable 359.1
Inventories 269.2
Supplies and other inventories 148.1
Deferred and refundable taxes 43.2
Derivative assets 82.6
Other current assets 114.8
TOTAL CURRENT  ASSeTS 2583.7
PROPERTY PLANT AND EQUIPMENT NET 3979.2
OTHER ASSETS
Marketable securities 85.9
Investments in ventures 514.8
Goodwill 196.5
Intangible assets net 175.8
Long-term receivables 56.1
Deferred income taxes 140.3
Deposits and miscellaneous 45.9
TOTAL OTHER ASSETS 1215.3
TOTAL ASSETS $7778.2
See notes to consolidated financial statements

87

2009

502.7
103.5

272.5
102.7
61.4
51.5

66.9

1161.2

2592.6

88.1
315.1
74.6
114.8
49.8
151.1

92.0

885.5

$4639.3



Statements of Consolidated Financial Position

cliffs Natural Resources Inc and Subsidiaries

LIABILITIES
CURRENT LIABILITIES

Accounts payable

Accrued  gmployment costs
Income  taxes payable
State and local taxes payable

Below-market sales contracts current

Accrued expenses
Deferred revenue

Other current liabilities

TOTAL CURRENT LIABILITIES
POSTEMPLOYMENT BENEFIT LIABILITIES
Pensions

Other postretirement Penefits

TOTAL POSTEMPLOYMENT BENEFIT LIABILITIES
ENVIRONMENTAL AND MINE CLOSURE OBLIGATIONS
DEFERRED INCOME TAXES
SENIOR NOTES
TERM LOAN
BELOW-MARKET SALES CONTRACTS
OTHER LIABILITIES

TOTAL LIABILITIES
COMMITMENTS AND CONTINGENCIES

EQUITY
CLIFFS SHAREHOLDERS EQUITY
Preferred stock no par value
Class 3000000 shares authorized and unissued
Class 4000000 shares authorized and unissued
Common shares par value $0.125 o share
Authorized 224000000 shares
Issued 138845469 shares 2009 134623528 shares
Outstanding 135456999 shares 2009 130971470 shares
Capital " excess of par value of shares

Retained Earnings
Cost of 3388470 common shares in treasury 2009 3652058 shares

Accumulated other comprehensive income loss
TOTAL CLIFFS SHAREHOLDERS EQUITY
NONCONTROLLING INTEREST
TOTAL EQUITY
TOTAL viaeiLITEs  AND EQUITY

See notes to consolidated financial statements
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INn milions  Except
Share Amounts

December 31

2010 2009
266.5 178.9
129.9 78.4
103.4 6.1
38.9 35.1
57.1 30.3
136.7 77.4
215.6 105.1
80.6 59.1
1028.7 570.4
284.9 267.3
243.1 178.5
528.0 445.8
184.9 124.3
63.7 70.8
1713.1 325.0
200.0
164.4 153.3
256.7 212.7
3939.5 2102.3
17.3 16.8
896.3 695.4
2924.1 1973.1
37.7 19.9
45.9 122.6
3845.9 2542.8
7.2 5.8
3838.7 2537.0

$7778.2 $4639.3



(In Millions, Except Per Share
Amounts)

i,

Product . ... ... eee $44168 $22162 $32948
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Statements of Consolidated cash Flows

cliffs Natural Resources Inc and Subsidiaries

CASH FLOW FROM CONTINUING OPERATIONS
OPERATING ACTIVITIES

Net income

Adjustments

Depreciation

Derivatives

Foreign

to reconcile

depletion

and

currency

loss

exchange

net income

to net cash from ogperating

and amortization

hedges
gains

Share-based  compensation

income
and other

Equity loss in ventures npet of tax

Pensions benefits

postretirement

Deferred income taxes

Changes i deferred revenue and below-market sales

Impairment of securities

Gain on acquisition ©f controlling interests

Other
assets and liabilities

Changes "™ operating

Receivables and other assets
Inventories

Payables and accrued expenses

Net cash from operating

INVESTING ACTIVITIES

activities

interests net of cash

contracts

Acquisition

Purchase

Purchase

Investments

of

of

of controlling

noncontrolling

acquired

interests

property

in ventures

plant @d equipment

Investment in marketable securities

Redemption of marketable securities

Proceeds from sale of assets
Proceeds from property damage insurance recoveries
Net cash used by investing activities
FINANCING ACTIVITIES
Net proceeds from issuance of common shares
Borrowings under credit ¢ ijiry,
Repayments under credit o ipy,

Net proceeds from issuance of senior notes

Repayment of term loan

Common stock dividends

Repayment of other porrowings

Contributions  py TO joint ventures net

Other financing activities

Net cash activities

from financing

EFFECT OF EXCHANGE RATE CHANGES ON CASH

INCREASE in CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

See notes to consolidated
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financial

IN milions

Year Ended

2010

1019.7
activities
322.3
39.0
39.1
125
13.5
8.7
15.2
39.3
1.2
40.7
8.9

204.6
61.2

89.7

1320.0

994.5

266.9
191.3
6.6
32,5

59.1

1367.7

450.0
450.0

1388.1
200.0
68.9
16.7

1.4

13.5

1087.6
24.1

1064.0
502.7

$1566.7

statements

December

2009

204.3

236.6
204.5
28.1
10.1
65.5
27.3
60.8
33.4

24.2
7.7

141.0

185.7

116.3
81.8
14.9
5.4

28.3

179.3

347.3
279.7
276.4

31.9
9.7
8.3

3.6

304.3

13.0

323.7

179.0

502.7

31
2008

537.0

201.1

58.4

21.4
35.1
32.9
88.5
58.0

25.1

55.4
44.6
142.3

853.2

589.5
182.5
62.7
30.4
17.8
41.2

10.5

795.6

540.0

780.0
325.0

36.1
8.4
10.5
2.4
32.4
68.1

21.9

157.1

179.0
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ciifts Natural Resources Inc and Subsidiaries

Continued

cliffs Natural Resources Inc and Subsidiaries

IN minions

Cliffs. Shareholders

Number capital 1IN Common
of Excess of Shares
Common Common Par Value Retained in
Shares Shares of Shares Earnings Treasury
Comprehensive income
Net income 1019.9
Other  comprehensive income
Pension and OPEB inniiiey
Unrealized  net gain on marketable
securities
Unrealized  net gain on foreign
currency  transiation
Reclassification of net gains on
derivative  financial instruments  into
net income
Unrealized  gajn on derivative
instruments
Total  comprehensive income
Purchase  of subsidiary Shares from
noncontrolling interest
Undistributed losses 1o noncontrolling
interest
Capital contribution by noncontrolling
interest  to  subsidiary
Purchase  of additional noncontrolling
interest 1.6
Acquisition  ©f controlling interest 4.2 05 1726
Stock and other incentive plans 03 19.4 7.3
Common stock dividends 68.9
Other 105 10.5
December 31 2010 135.5 $17.3 $896.3 $2924.1 $37.7
See notes to consolidated financial statements

92

Accumulated
Other

Compre
hensive

Income

Loss

4.2

151.6

Non-

Controlling

Interest Total
0.2 1019.7
o8 128

4.2
151.6
3.2
19
0.6 1189.0
0.5 0.5
4.5 4.5
3.0 30
1.6
1731
121
68.9
$7.2 $3838.7



cliffs Natural Resources Inc and Subsidiaries
Notes to Consolidated Financial Statements
NOTE BUusiNEss SUMMARY AND SIGNIFICANT ACCOUNTING POLICIES

Business Summary

We are an international mining and natural resources

company the | ,gest producer of iron ore pellets in
North  America major supplier ©f direct-shipping lump @nd fines iron ore out of Australia and significant
producer of metallurgical coal In North America we operate S Iron ore mines in Michigan Minnesota and

Eastern Canada five metallurgical c°al mines located in West vVirginia and Alabama and one thermal coal mine

located in West Our Asia Pacific

Virginia operations are comprised of two iron ore mining complexes in
Western Aaustralia serving the Asian iron gre markets with direct-shipping fines and |ump ore and 45 percent
economic interest in  Sonoma coking and thermal coal mine located in Queensland Australia In Latin
America we have 30 percent interest in AmapAE Brazilian iron ore project and in Ontario Canada we have
recently acquired Ring of Fire ,ioperties Our operations also include our 95 orcent controlling interest in

renewaFUEL located in Michigan Our companys operations are organized and managed according t° product

category and geographic location North American I1ron Qre North American Coal Asia Pacific Iron Qre Asia

Pacific Coal Latin American iron Qre Alternative Energies Ferroalloys and our Global Exploration  Group

Accounting  Policies

We consider the following  policies to Pe beneficial in understanding the judgments that are involved in the

preparation ©f our consolidated financial statements and the uncertainties that could impact our financial

condition results  of Goerations and cash flows

Use of Estimates

The preparation Of financial statements in conformity With GAAP requires management to make estimates

and assumptions that affect the reported amounts Of assets and liabilities and disclosure of contingent assets and

liabilities at the date of the financial statements and  the reported amounts of revenues and expenses during the
reporting period Actual results could differ from estimates On an ongoing basis management reviews estimates
Changes in facts and circumstances may alter such estimates and affect results of operations and financial

position in future Leoriggs

Basis of Consolidation

The consolidated financial statements include our accounts and the accounts of our wholly-owned and
majority-owned subsidiaries  including the fglowing Subsidiaries

Name Location Ownership Interest Operation
Northshore Minnesota 100.0% Iron Ore
United  Taconite Minnesota 100.0% Iron Ore
Wabush Canada 100.0% Iron Ore
Tilden Michigan 85.0% Iron Ore
Empire Michigan 79.0% Iron Ore
Asia Pacific Iron Ore Western Australia 100.0% Iron Ore
Pinnacle West  virginia 100.0% Coal
Oak Grove Alabama 100.0% Coal
CLCC West \irginia 100.0% Coal
renewaFUEL Michigan 95.0% Biomass
Freewest Canada 100.0% Chromite
Spider Canada 100.0% Chromite

Intercompany transactions and balances are eliminated upon consolidation
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cliffs Natural Resources Inc and Subsidiaries

Notes (o Consolidated Financial statements Continued

The table indicates the value of each Of the mgjor classes of our consolidated depreciable assets as

following
of December 31 2010 and 2009

IN ninions

December 31

2010 2009

Land rights and mineral rights $3019.9 $1877.3
Office and information technology 60.4 53.7
Buildings 107.6 773
Mining equipment 628.5 381.0
Processing equipment 658.8 499.5
Railroad equipment 122.9 92.2
Electric power facilities 54.4 60.0
Port facilities 64.0 52.5
Interest  capitalized during construction 19.4 18.9
Land improvements 25.0 22.4
Other 36.0 41.6
Construction in progress 140.0 81.7
4936.9 3258.1
Allowance  for depreciation and depletion 957.7 665.5
$3979.2 $2592.6

We recorded depreciation expense of $165.4 pmillion $120.6 million and $113.5 million gn the Statements

of Consolidated Operations for the years ended December 31 2010 2009 and 2008 respectively

The costs capitalized and classified as Land rights and mineral rights represent lands where we own the
surface and/or mineral rights The value of the land rights 'S split between surface only surface and minerals and

minerals only

Our North American Coal operation !eases coal ining rights from third  _ es through lease ggreements
The lease agreements are for yarying terms and extend through the earlier of their lease termination date or until
an  merchantable and mineable coal has been extracted Our  jnterest in coal reserves and resources was Vvalued
using discounted cash flow method The fair value was estimated based upon the Lresent value of the expected

future cash flows from coal operations over the life of the reserves

Our Asia Pacific Iron QOre Wabush and United Taconite operations interest in iron ore reserves and
resources was Valued ysing discounted cash flow method The fair value was estimated based upon the present

value of the gy pected future cash flows from iron ore operations over the economic lives of the mines

The net book value ©Of the land rights and mineral (ignts as of December 31 2010 and 2009 is as follows

INn milions

December 31

2010 2009
Land rights 36.8 29.0
Mineral rights
Cost $2983.1 $1848.3
Less depletion 376.4 243.8
Net mineral rights $2606.7 $1604.5
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ciifts  Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued

Accumulated  depletion relating to mineral rights WhICh was recorded ging the ynit-of-production method
is included in Allowances for depreciation and depletion We  recorded depletion expense ©f $955 million
$68.1 million and $66.6 million On the Statements of Consolidated Operations for the yogrs ended December 31

2010 2009 and 2008 respectively

We review iron ore and coal reserves based on current expectations of revenues and costs Which ae subject
to 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 costs  during the development of mine before production begins are capitalized as part ©f the
depreciable cost of puilding developing and constructing mine These capitalized costs are amortized over the
productive life of the mine using the units of production Method The productive phase ©f mine s deemed
have pegun Wwhen saleable minerals are extracted produced from an ore body regardiess ©f the level of
production The production phase does not COMMENCe with the removal of de MinNiMis saleable mineral mMaterial
that occurs N conjunction with the removal of overburden or waste material for purposes of obtaining access to
an ore body The stripping C€OSts incurred in the production phase ©Of 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 to  expansion of mining asset of proven and probable reserves are variable
production costs that are included in the costs of the inventory produced during the period that the stripping costs

are incurred

Marketable sSecurities

Our marketable securiies  consist of debt and equity instruments and are classified  as either p[g|d-to-maturity
or available-for-sale Securities investments that WE have the intent and apility to hOld to maturity are classified
as held-to-maturity and recorded at amortized cost Investments in marketable equity Securities that are peing
held for an indefinite period are classified as available-for-sale We determine the appropriate classification of
debt and gqujty securiies gt the time of [, chase 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

the determination of whether the jmpairment = 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 in relation to our debt securities
I decline in fair value i= judged other than temporary the basis of the individual gecyrity 's written down to fair
value as new cost pasis and the amount of the write-down is included as realized loss For our

debt

held-to-maturity fair value s less than cost and We do not expect to recover the entire

amortized cost basis of the security the other-than-temporary impairment is separated into the amount

representing the credit |oss Which s recognized N earnings and the amount representing an Other factors which

income Joss Refer w NOTE MARKETABLE

= recognized in Accumulated other

SECURITIES for additional information

comprehensive
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ciitfts Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued

values are estimated by using pricing models quoted prices ©Of securities with similar characteristics or
discounted cash flows In these instances the valuation s based (pon quoted prices for similar assets  and
liabilities in active markets or other jnhputs that are Observable for substantially the fun term of the financial
instrument and the related financial instrument is therefore classified within  Level of the valuation piararchy

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 an active market marketable securities  are classified within Level of
the valuation hierarchy Marketable securities classified in Level at December 31 2010 and 2009 include
available-for-sale securities The valuation of these instruments is determined using market  approach and =
based upon unadjusted quoted prices for identical assets in active markets

Derivative Financial Instruments

Derivative financial instruments  valued using financial models that use as their basis readily Observable
market parameters are classified  within Level of the valuation hjerarchy Such derivative financial instruments
include  substantially all of our foreign currency €Xxchange contracts and derivative financial instruments  that are

valued based ypon published pricing settlements realized by other companies in the industry Derivative financial

instruments that are valued based upon models  with o iccant unobservable market  parameters and that are
normally traded less actively are classified within Level of the valuation hierarchy

Non-Financial Assets and Liabilities

We adopted e provisions ©f ASC 820 effective  January 2009 with ggpect to our non-financial  assets

and liabilities The initial mMeasurement provisions Of ASC 820 have been applied t© our asset retirement
obligations guarantees assets and liabilities acquired through business ~combinations and certain other jtems

and are reflected s such in our consolidated financial statements Effective  January 2009 we also the

adopted
fair value provision with  regpect '© our pension and other postretirement benefit 515, assets NoO  transition

adjustment WaS necessary upon adoption

In January 2010 W€ adopted the amended g,gance oOn fair value to add NEW disclosures about transfers into

and out of Levels and Our policy = to recognize any transfers between levels as of the peginning of the
reporting period including both transfers into and out of levels
Refer  NOTE FAIR VALUE OF FINANCIAL INSTRUMENTS and NOTE 1 PENSIONS AND

OTHER POSTRETIREMENT BENEFITS for further information

Pensions and Other Postretirement Benefits

We offer defined benefit pension plans defined contribution pension plans and other Lostretirement Penefit

plans primarily consisting of retiree healthcare penefits to MOsSt employees in North America as part of total
compensation and benefits program This includes employees ©f PinnOak and CLCC who became employees ©f

the Company through the July 2007 and July 2010 acquisitions respectively Upon te acquisition of the

remaining 732 percent interest in Wabush in February 2010 we ¢y consolidated the related Canadian plans

Nt our pension and OPEB obligations We do not have employee retirement benefit obligations at our Asia

Pacific Iron Ore operations

We recognize the funded status  Of our postretirement benefit obligations 0N our December 31 2010 and
2009 sStatements of Consolidated Financial Position based on the market value of plan assets and the actuarial
present Value of our retirement obligations ON that date For each plan We determine it the 55, assets exceed the
benefit obligations  or vice-versa If the plan assets exceed the retirement obligations the amount of the surplus is
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ciifts  Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued

recorded as an agsset ir the retirement obligations exceed the plan assets the amount of the underfunded
obligations are recorded as liability Year-end balance sheet  adjustments t©  postretirement assets and
obligations are charged to Accumulated other comprehensive income loss

The market value of 5 assets = Measured a¢ the yegreng balance sheet date The PBO i determined
based upon an actuarial estimate of the present value of pension benefits to be paid to current employees and
retirees The APBO

represents an actuarial  estimate of the pogent value of OPEB benefits to be paid to current

employees and retirees

The actuarial estimates of the PBO and APBO retirement obligations incorporate various  assumptions
including the discount rgtes the rates of increases in compensation healthcare cost trend rates mortality
retirement timing and employee turnover For the U.S plans the discount rate is determined based on the
prevailing year-end rates  for high-grade corporate bonds with duration matching the oxpected cash flow timing

of the benefit payments from the various plans For the Canadian plans the discount rate = determined by

calculating the single level discount rate that When applied to particular cash flow pattern produces the same

present Value as discounting the cash flow apern using spot rates generated from high-quality corporate bond
yield curve The remaining assumptions are based on our estimates of future events jncorporating historical

trends and future expectations The amount of net periodic CcOst that is recorded in the Consolidated Statements of
Operations consists of several components including service cogt interest  cost expected return  on plan assets
and amortization of previously unrecognized amounts Service cost represents the value of the benefits earned in

the current year by the participants Interest  COSt | gpresents the cost associated with  the pagsage of time In

addition the net periodic cost i= affected py the anticipated iNcome from the return on invested assets as Well as

the income or expense resulting from the recognition of previously deferred items Certain jtems such as plan
amendments gains and/or losses resulting from differences between actal and assumed results for demographic
and economic factors affecting the obligations and assets of the Lans and changes ™ plan assumptions are
subject to deferred recognition for income and expense purposes The expected return ON plan assets is
determined utilizing the weighted average of  expected returns for plgn  asset  iNvestments in various asset
categories based ON historical performance adjusted fOr current trends See NOTE i PENSIONS AND

OTHER POSTRETIREMENT BENEFITS for further information

Asset Retirement Obligations

Asset retirement gpjigations are recognized when incurred and recorded as liabilities at fair value The fair

value of the ., ‘s determined as the discounted value of the expected future cash flow The asset retirement

obligation is accreted over time through periodic charges to earnings In  addition the asset retirement cost is
capitalized as part ©f the assets carrying value and amortized over the life of the related asset Reclamation costs

are periodically adjusted to reflect changes in the estimated present value resulting from the passage of time and

revisions to the estimates of either the timing ©Or amount of the reclamation costs We review on an annual pasis

unless otherwise deemed necessary the asset retirement ,pjigation at €ach mine site in accordance with  the
provisions of ASC 410 We perform an in-depth evaluation of the |,y every three yog o in addition (o routine
annual assessments

Future remediation costs for inactive mMines 4. accrued based on managements best estimate 4 the end of

each period Of the cOSts expected to be incurred at site Such cost estimates jnclude Where applicable ongoing

maintenance and monitoring CcoOsts Changes in estimates 4 inactive mines gre reflected in the

N earnings period
an estimate s revised see NOTE 10 ENVIRONMENTAL AND MINE CLOSURE OBLIGATIONS  for

further information

Environmental Remediation Costs

We have formal )icy for environmental protection and restoration OuUr mining and exploration activities

are subject to various laws and regulations governing protection of the environment We conduct  our operations

t© protect the public health and environment and believe our operations are in compliance with applicable laws
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Cliffs

Notes

2009 and 2008

Depreciation

Natural Resources Inc and Subsidiaries

to Consolidated Financial Statements

The

table

following presents

including

income taxes and equity income |loss from yentures
Revenues from . q,ct sales and services
North American I1ron Ore
North American Coal
Asia Pacific Iron Ore
Other
Total revenues from product  sales and services
reportable segments
Sales margin
North American Iron Ore
North American Coal
Asia Pacific Iron Ore
Other
Sales margin
Other  gperating  expense
Other

income expense

Income from continuing operations before

and equity income |oss from ventures

depletion and amortization

North American 1I1ron Ore
North American Coal
Asia Pacific Iron Ore
Other
Total depreciation depletion and amortization
Capital additions
North American Iron Ore
North American Coal
Asia Pacific Iron Ore
Other
Total capital additions
Assets
North American Iron Ore
North American Coal
Asia Pacific Iron Ore
Other
Total segment assets
Corporate
Total assets
Includes lease additions

capital

income

Continued

summary ©f our reportable

reconciliation of segment sales

taxes

110

segments

2010

$2921.4

438.2

1123.9

198.7

$4682.2

922.0
28.6
566.2

63.9

1523.5
258.5

33.2

$1298.2

103.6
60.4
133.9

24.4

322.3

103.5
89.5
53.6

29.2

275.8

$2166.7
1623.8
1195.3
1257.8

6243.6
1534.6

$7778.2

for the

years €nhded

margin to income from continuing

IN minions

2009

62%
9%
24%
5%

$1447.8
207.2
542.1

144.9

100% $2342.0

275.5
71.9
87.2

i18.1

308.9

78.7

60.4

290.6

74.3
38.2
110.6

13.5

236.6

42.6
20.8
96.2

8.6

168.2

$1478.9

765.0

1388.2

300.0

3932.1

707.2

$4639.3

December

2008

62%
9%

23%
6%

$2369.6
346.3
769.8

123.4

100% $3609.1

804.3

46.4
348.6

53.2
1159.7

220.8
222.6

716.3

66.0
51.5

73.7

201.1

53.3
96.6
67.8

14.9

232.6

31 2010

operations before

66%

10%

21%
3%

100%
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ciiffts Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued
NOTE DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES
The following table  presents the fair value of our derivative instruments and the classification of each on the
Statements  of Consolidated Financial Position as of December 31 2010 and 2009
IN milions
Derivative Assets
December 31 2010 December 31 2009
Balance  Sheet Fair Balance  Sheet Fair
Derivative Instrument Location Value Location Value
Derivatives designated as hedging instruments under
ASC 815
Foreign Exchange Contracts Derivative assets
current $2.8
Total derivatives designated as hedging instruments
underASC si1s $2..8
Derivatives not designated as hedging instruments
under ASC 815
Foreign Exchange Contracts Derivative assets Derivative assets
current $34.2 current 4.2
Deposits and Deposits ~ and
miscellaneous 2.0 miscellaneous
Customer Supply Agreements Derivative assets Derivative assets
current 45.6 current 47.3
Deposits and Deposits and
miscellaneous miscellaneous 15.9
Total derivatives not gegignated as hedging instruments
underASCs8I5 81.8 $67.4
Total derivatives $84.6 $67.4
There were no derivative instruments classified  as  jiapilin, as Of December 31 2010 and 2009
Derivatives Designated as Hedging Instruments
Cash Flow Hedges
Foreign Exchange Contracts
We  are subject to changes N foreign currency exchange rats as resuit  of our operations in Australia
Foreign exchange risk arises from our exposure to fluctuations in foreign currency exchange rates because our
reporting  currency i« the U.S dollar Our Asia Pacific operations receive funds in U.S currency for their iron ore

and coal sales W€ use forward exchange contracts call options and cotlar options ' hedge our foreign currency

exposure for portion Of our sales receipts u.s currency is converted to Australian dollars at the currency

exchange rate in effect at the time of the transaction The primary objective for the use of these instruments s to
reduce exposure t© changes in Australian and U.S currency exchange rates and to protect against undue adverse
movement in these exchange rates Effective October 2010 Wwe elected hedge accounting for certain  types of
our foreign exchange contracts entered into  gypsequent to September 30 2010 These instruments are subject t©
formal documentation intended to achieve qualifying hedge treatment and are tested  at jnception and at each

reporting period as to effectiveness Our hedging policy allows no more than 75 percent of anticipated operating

costs for up t© 12 months and no more than 50 percent ©f operating costs for up to 24 months 1f and when these
hedge contracts are determined not to be Rhighly effective as hedges the underlying hedged transaction is no

longer likely t© occur Or the derivative is terminated hedge accounting is discontinued
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ciifts  Natural Resources Inc and Subsidiaries

Notes o Consolidated Financial Statements Continued

additional information on assumed asset retirement opligations offset to net decrease of $1.7 million in the fair
value of the oquity interest from the initial purchase price allocation Thus the gain resulting from the
remeasurement of our prior €quity interest net of amounts previously recorded in Accumulated other

comprehensive income |oss of $20.3 million Was adjusted to $25 million for the period ended December 31
2010

Under the business combination guidance in ASC 805 prior periods beginning with the period of
acquisition are required to be revised to reflect changes to the original purchase price allocation In accordance
with this gujdance We have retrospectively recorded the adjustments to the fair value of the acquired assets and

assumed liabilities and the resuiting Goodwill and Gain on acquisition of controlling interests made during the
second half of 2010 back to the date of acquisition Accordingly such amounts are reflected in the Statements of
Consolidated Operations for the (o5, ended December 31 2010 but have been excluded from the three months
ended September 30 2010 and December 31 2010 respectively We finalized the purchase price allocation for
the scquisition ©f Wabush during the fourth g arer Of 2010 comparison ©of the initial and final purchase price

allocation has been provided in the fgowing table

In Millions

Initial Final
Allocation Allocation Change
Consideration
Cash 88.0 88.0
Working capital adjustments 15.0 15.0
Fair value of total consideration transferred 103.0 103.0
Fair value of Cliffs equity interest in Wabush held prior to
acquisition Of remaining interest 39.7 38.0 1.7
142.7 141.0 1.7
Recognized amounts of identifiable assets acquired and liabilities
assumed
ASSETS
In-process inventories 21.8 21.8
Supplies and other inventories 43.6 43.6
Other current assets 13.2 13.2
Mineral rights 85.1 84.4 0.7
Plant and equipment 146.3 147.8 1.5
Intangible assets 66.4 66.4
Other  assets 16.3 19.3 3.0
Total identifiable assets  gcquired 392.7 396.5 3.8
LIABILITIES
Current liabilities 48.1 48.1
Pension and OPEB obligations 80.6 80.6
Mine closure obligations 39.6 53.4 13.8
Below-market sales contracts 67.7 67.7
Deferred taxes 20.5 20.5
Other liabilities 8.9 8.8 o1
Total identifiable liabilities assumed 265.4 258.6 6.8
Total identifiable net assets  acquired 127.3 137.9 10.6
Goodwill 15.4 31 12.3
Total net assets acquired $142.7 $141.0 1.7
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ciifts  Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial statements Continued
The below-market sales contracts are classified as liabitity @19 recognized over the terms of the gerlying
contracts  Which range from 35 , 85 years For the years ended December 31 2010 2009 and 2008 we
recognized $62.4 million $30.3 million and $151 million respectively in Product revenues related 1o the
below-market saes contracts The following amounts wvill be recognized in Product revenues for each of the five
succeeding fiscal years
IN milions
Amount
Year Ending December 31
2011 58.3
2012 48.8
2013 45.3
2014 23.0
2015 23.0
Total $198.4

NOTE FAIR VALUE OF FINANCIAL INSTRUMENTS

The folowing represents the assets and liabilities of the Company measured at fair value at December 31
2010 and 2009

IN milions

December 31 2010

Quoted Prices in Active significant Other Significant
Markets for Identical Observable Unobservable
AssetslLiabilities Inputs Inputs
Description Level Level Level Total
Assets
Cash equivalents $1307.2 $1307.2
Derivative  assets 45.6 45.6
U.S marketable securities 22.0 22.0
international marketable securities 63.9 63.9
Foreign exchange contracts 39.0 39.0
Total $1393.1 $39.0 $45.6 $1477.7
In Millions
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
U.S marketable securities 28.2 28.2
International marketable securities 52.8 52.8
Foreign exchange contracts 4.2 4.2
Total $457.0 $4.2 $63.2 $524.4
There were no financial instruments measured at fair value that were in liability position at December

2010 and 2009
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ciifts Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued

Short-term Facilities

On March 31 2010 Asia Pacific Iron Ore entered into new A$40 million $40.7 million bank contingent
instrument faciiy @and cash advance racility to replace the existing A$40 million multi-option facility ~ Which was
extended  through June 30 2010 and subsequenty ~ renewed undi June 30 2011 The taciliy Which s renewable
annually at the banks discretion provides A$40 million in credit for contingent instruments such as
bonds and the apiliy to request cash advance facility to be provided at the discretion of the bank

performance

As of December 31 2010 the outstanding bank guarantees under this facility totaled A$24  million $24.4

million thereby reducing borrowing capacity to A$16 million $16.3 million We have provided guarantee  ©f
the facility along With  certain of our Australian subsidiaries The tacility agreement contains  customary
covenants that require compliance with certain  financial covenants debt to earnings ratio and interest
coverage ratio both based on the financial performance of the Company As of December 31 2010 we were in

compliance With these financial covenants

Latin America

At December 31 2009 Amap/E had total project 9ebt outstanding ©f approximately ~$530 million fer which
We provided several guarantee On our 30 percent share During 2010 Amap/ repaid = total project debt
outstanding Repayment of our share of the total project debt outstanding consisted ©of $54.2 million and $100.8
million repaid On February 17 2010 and May 27 2010 respectively Upon repayment our estimate of the

fair value of the outstanding guarantee Of $6.7 Million was reversed through Equity INCOME lOSS from

aggregate
ventures in the Statements of Consolidated Operations ~ for the yoa ended December 31 2010 The fair value was
estimated using discounted cash flow model based upon the spread between guaranteed and non-guaranteed

debt over the period the debt was expected to be outstanding

Debt Maturities

Maturities  of |ong-term de€bt instruments based on the  principal amounts outstanding 2t December 31 2010

total $270 million in 2013 $55 mMmillion in 2015 and $1.4 billion thereafter

refer to NOTE FAIR VALUE OF FINANCIAL INSTRUMENTS for further information

NOTE LEASE OBLIGATIONS

We lease certain  mining production 2" ©ther equipment under operating and capitar 'eases The leases are
for yarying lengths generally @t market  interest rates and contain purchase and/or renewal  options At the end of
the terms OUr operating '®25¢  expense was $24.2 million $25.5 million and g20.8 million in 2010 2009 and
2008 respectively Capital '€35€ assets  were $283.2 million and $167.1 million 5 December 31 2010 and 2009
respectively Corresponding accumulated amortization of leases included in respective @allowances for

capital

depreciation were $92.7 million and $41.5 million ar December 31 2010 and 2009 respectively

In December 2010 our North American Coal Under the

segment entered into sale-leaseback arrangement

arrangement We sold the new iongwall plow system at our Pinnacle  mine in West virginia and leased i back ror

period Of five years The sale-leaseback arrangement Was specific to the assets at the time of the sgreement and
does not include the |gngwall PlIOW system @ssets pending delivery The leaseback has been accounted for as
capital lease We recorded assets and liabilities under the capitai lease of $57.3 million reflecting the lower of

the present value of the MINIMUM ease payments or the fair value of the asset
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ciitts Natural Resources Inc and Subsidiaries
Notes to Consolidated Financial Statements
The following tables and information

Obligations and Funded status

provide additional

Continued

The following tables and information provide additional disclosures for
and 2009
Change in benefit opligations
Benefit  gpligations beginning ©f year
Service cost excluding expenses
Interest  cost
Plan amendments
Actuarial  loss
Benefits  paid

Participant contributions

Federal on benefits

subsidy paid

Exchange rate gain

Acquired through business combinations
Benefit  opligations end of (o,

Change in plan assets

Fair value Of .. assets beginning ©f year
Actual return on pjan assets

Participant  contributions

Employer contributions
Asset transfers

Benefits

paid
Exchange rate gain
Acquired through bPusiness combinations

Fairvalueofplanassetsendofyear

Funded status at December 31

Fair value Of plan  assets

Benefit obligations

Funded status plan assets less benefit opligations
Amount  recognized at December31

Amounts in statements of Financial Position

recognized
Current iiabilities

Noncurrent iabilities

Net amount  recognized

Amounts recognized in accumulated other comprehensive

Net actuarial loss

Prior service cost

Transition asset

Net amount  recognized

The estimated amounts that win be amortized from accumulated
comprehensive iNcCome into net periodic benefit cost in 2011
Net actuarial loss

Prior service cost

Transition asset

Net amount  recognized

income

other

137

the

years

Pension
2010

750.8
18.5
52.9

3.7

57.5

67.0

10.2

195.7

1022.3

483.4

45.6

67.0
8.9

176.3

734.3

734.3
1022.3

288.0

288.0

3.1
284.9

288.0

269.3

24.2

293.5

19.7

4.4

ended December

disclosures for our consolidated plans

31 2010

IN milions

Benefits

2009

706.6
14.3
42.6
3.0

38.6

54.3

750.8

456.0

63.0

18.5

0.2

54.3

$483.4

$483.4
750.8

$267.4

$267.4

0.1
267.3

$267.4

313.7

337.6

Other Benefits

2010 2009
333.0 307.4
7.5 5.4
22.0 18.9
43.6 19.5
28.2 22.8
6.2 3.7
0.9 0.9
2.9
52.3
440.2 333.0
136.7 91.6
20.1 27.8
1.6
23.7 17.4
7.9 0.1
$174.2 $136.7
$174.2 136.7
440.2 333.0
$266.0 $196.3
$266.0 $196.3
22.9 17.8
243.1 178.5
$266.0 $196.3
152.3 120.9
11.8 13.5
57 9.1
$158.4 1253
9.6
3.7
3.0
10.3



(In Millions)
2010

Banisn Plasd e———k1h




— i

ma Sl acapele 23 1000 Tho JT§ Jdicaguntpotoo.ara dateueinodeb mgtohinge tha,

[




*.rfﬁ‘ Natnral Racnnrcac Ina pAd CQuhcidiarine .
L 1
) .
. . et |

] - - s S 1 wm g
’ﬂi o EHYHJ ‘




ciifts Natural Resources INC and sSubsidiaries
Notes to Consolidated Financial Statements Continued
Pension

The fair values of our pension plan assets at December 31 2010 and 2009 py asset category are as follows

IN milions

December 31 2010

Quoted Prices in Active significant Other Significant
Markets for Identical Observable Unobservable
Assets/Liab Inputs Inputs
Asset category Level Level Level Total
Equity securities
U.S jarge-cap $122.4 $122.4
u.s small/mid-cap 21.7 21.7
International 164.5 164.5
Fixed income 224.7 224.7
Hedge funds 105.8 105.8
Private equity 11.8 25.0 36.8
Structured credit 39.7 39.7
Real estate 15.5 15.5
Cash 3.2 3.2
Total $548.3 $186.0 $734.3
In Mmillions
December 31 2009
Quoted Prices in Active Significant Other Significant
Markets  for identical Observable Unobservable
Assets/Liabilities Inputs Inputs
Asset category Level Level Level Total
Equity securities
U.S jarge-cap 88.1 88.1
U.S smalmid-cap 35.1 35.1
International 57.8 57.8
Fixed income 144.8 144.8
Hedge funds 71.4 71.4
Private equity 13.6 18.2 31.8
Structured credit 39.1 39.1
Real estate 14.4 14.4
Cash 0.9 0.9
Total $340.3 $143.1 $483.4
Following is description of the inputs and wvaluation methodologies used (o measure the fair value of gur
plan assets
Equity Securities
Equity securities classified as Level investments include U.S large small and mid-cap investments and
international equity These investments are comprised of securities listed ON an exchange market or automated
quotation system for which quotations are readily available The valuation of these securities is determined using

market approach and is based upon unadjusted quoted prices for identical assets in active markets
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cilifts  Natural Resources Inc and Subsidiaries
Notes to Consolidated Financial Statements Continued
Effective October 2009 one of the real estate funds began an orderly wind-down over the next three to
four years The decision to wind down the fund was driven primarily by real estate Market factors that adversely
affected the availability of NeW investor capital Third-party appraisals ©Of this funds assets will be eliminated
however internal  valuation ypdates for an assets and will be prepared quarterly The funds
asset values are recorded on one-quarter lag and current market information is reviewed for any material
changes in values at the reporting date Distributions from sales of properties will be made on pro-rata basis
Repurchase requests Will not be honored during the wind-down period
The following represents the effect of fair value measurements using significant unobservable inputs Level
on changes in plan assets for the yegrg ended December 31 2010 and 2009
IN milions
Year Ended December 31 2010
Private  Equity Structured Real
Hedge Funds Funds Credit Fund Estate Total
Beginning balanceJdanuary 2010 71.4 $18.2 $39.1 $14.4 $143.1
Acquired through business combination 17.0 17.0
Actual return ON plan assets
Relating to assets stn held at the reporting
date 2.4 3.4 0.5 1.5 7.8
Relating t© assets sold guring the period 0.1 0.1
Purchases sales and settlements 15.0 3.3 0.1 0.4 18.0
Transfers in gyt of Level
Ending balance December 31 2010 $105.8 $25.0 $39.7 $15.5 $186.0
INn Millions
vear Ended December 31 2009
Private  Equity Structured Real
Hedge Funds Funds Credit Fund Estate Total
Beginning balance January 2009 $69.3 $21.0 $15.9 $23.5 $129.7
Actual return on pjan assets
Relating to assets stn held ar the ophorting
date 2.1 5.6 23.2 o.5 10.2
Relating to assets SOld guring the period 0.5 0.6 0.1
Purchases sales and settlements 3.3 0.2 3.1
Transfers in QUL of Level
Ending balance December 31 2009 $71.4 $18.2 $39.1 $14A $143.1
The expected return on plan assets takes into account the weighted average of expected returns for each
asset  category Expected returns g determined based on historical performance adjusted for cunent trends The
expected return is net of investment expenses
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ciiffts Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued
to  expected settlements  With  the taxing authorities or expiration Of the statute of limitations We recognized
potential accrued interest and penalties Of $2.1 million and $3.4 million related to unrecognized tax benefits in

income  tax expense n 2010 and 2009 respectively At December 31 2010 and 2009 we had $11.6 million and

$15.2 million respectively of accrued interest and penalties related to the unrecognized tax benefits recorded in
Other liabilities on the Statements of consolidated Financial Position
Tax years that remain subject to examination are years 2007 and forward for the U.S 1993 and forward for

Canada and 1994 and forward for Australia

NOTE 14 CAPITAL STOCK
Dividends

On May 11 2010 our Board ©of Directors increased our quarterly COMMON share dividend from g0.0875 to
$0.14 per share The increased cash dividend Wwas paid ON June 2010 September 2010 and December
2010 (o shareholders on record as of May 14 2010 August 13 2010 and November 19 2010

respectively

Shareholder Rights Plan

On october 2008 our Board of Directors adopted shareholder plan Under the . ... plan the

rights
rights initially traded together with the COMMON shares and were not exercisable In the absence of further action

by our Board of pirectors the rights Wwould have become exercisable and allowed the holder o zcquire COMMoON

shares at  discounted price if person ©OrF group acquired 10 percent or more of the gutstanding COMMON  shares
Oor any additional common shares in the case of person  ©OF group that gjready beneficially owned 10 percent ©F
more of our outstanding common shares on October 13 2008 without the prior approval of our Board of

Directors  rights held py persons WhO exceeded the ,ppjicaple threshold would have been void Under certain

circumstances the | ighes would have entitted the holder o buy shares in an acquiring entity at discounted price

The L ights plan @also included an exchange option In general if the rignts Would have become exercisable
our Board of Directors could have at its option effected an exchange of part oOr an of the rights Other than rights
that would have become void at ratio of one common share for each [jgnht subject to adjustment in certain
circumstances The rights were redeemable at 4, time L joto the time that e, Would have become exercisable
for $0.001 Lo right subject t© agjustment in  certain circumstances Unless earlier amended redeemed or
exchanged the rigmis Wwould have gy nireq on October 29 2011 On March 2010 our Board of Directors
approved the [egemption of the [gne accompanying our COMMON shares The redemption of the rights
effectively terminated the Shareholders Rights Plan The cqemption price of $0.00 per right Was paid as ,a OFf
the common share dividend on June 2010 o shareholders of record as of May 14 2010 Accordingly $0.001
of the $0.14 quarterly dividend was allocated to pay the redemption price of the rights

The issuance of the rights Was not taxable event did not affect our reported financial condition or resuilts

of operations including ©Ur earnings per share and did not change the manner in which our common shares were

being traded
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cilitffs Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued

NOTE 16 EARNINGS PER SHARE

The following table summarizes the computation of basic gnd diluted earnings per share attributable to

Cliffs shareholders

IN millions Except per Share

2010 2009 2008
Per Per Per
Amount Share Amount Share Amount Share
Net Income attributable to Cliffs  shareholders 1019.9 $7.54 205.1 $1.64 515.8 $5.08
Preferred dividends 1.1
Income  attributable to Cliffs common
shareholders basic 1019.9 $7.54 205.1 $1.64 514.7 $5.07
Dilutive effect preferred dividend 1.1
Income attributable to Cliffs COMMON shareholders
plus assumed conversions diluted 1019.9 $7.49 205.1 $1.63 515.8 $4.76
Average Nhumber of shares in thousands
Basic 135301 124998 101471
Employee stock plans 837 753 1485
Convertible preferred stock 5332
Diluted 136138 125751 108288
NOTE 1/ COMMITMENTS AND CONTINGENCIES
We  have total contractual obligations and  pinding commitments of  approximately $5.7 billion as oOf
December 31 2010 compared with $2.7 billion as of December 31 2009 primarily felated  to  purchase

commitments principal and interest payments ON long-term debt lease gpjigations pension  and OPEB funding

minimums and mine closure obligations Such future commitments total  gpproximately $1.0 billion in 2011

$0.4 billion in 2012 $0.6 billion in 2013 $0.3 billion in 2014 $0.3 billion in 2015 and $3.1 billion thereafter

Purchase Commitments

During the third  guarter ©f 2010 our Board of Directors approved capital  project at oOur gKoglyanobbing

Operation in Western Australia The project is expected to increase the production capacity atthe Koolyanobbing
Operation to approximately 11 mMillion metric tons annually The improvements consist of enhancements to the
existing ra&il infrastructure and upgrades to various other existing operational constraints The expansion project

requires capital  investment of approximately $254 million of which approximately $122 million has been
committed that will be required to Meet the timing of the proposed expansion As of December 31 2010 $22

million in  capital expenditures had been expended related (o this commitment Of the committed capital

expenditures Of approximately $90 million and $10 million are scheduled to be made in both 2011 and 2012

respectively

In the third guarter ©F 2010 We incurred capitar COMMIitments related to an expansion project at our Empire

and Tilden mines in Michigans Upper Peninsula As of December 31 2010 the project has been approved for

capital investments on equipment of approximately $111 million of which $110 million has been committed

and s expected to allow the Empire mine to produce at three million tons annually through 2014 and increase

Tilden mine ,,.,quction by an additional two million tons annually As of December 31 2010 capital
expenditures 'elated 1o this purchase Were approximately $9 million Of the committed capital expenditures of

approximately $96 million and $5 million gre scheduled +to be made in 2011 and 2012 respectively
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ciliffs Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued

unnecessary we reverse the jiability and recognize tax benefit during the period in which we determine that the
liability is NO Jonger necessary We  aso recognize tax benefits to the extent that it is more likely than not that our
positions  wvill be sustained when challenged by the taxing authorities TO the extent we prevail in matters for

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

tax rate in given period could be materially affected An unfavorable tax settlement would require use of our
cash and result in an 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 year of resolution Refer to NOTE 13 INCOME

TAXES for further information

NOTE 18 cASH FLOW INFORMATION

reconciliation of additions o, cash

capital paid O capitai expenditures for the (o5 ended December 31

2010 2009 and 2008 is .5 follows

INn milions

2010 2009 2008

Capital additions $275.8 $168.2 $232.6
Cash paid for capital expenditures 209.6 116.3 182.5
Difference 66.2 51.9 50.1
Non-cash accruals 8.9 3.0 257
Capital leases 57.3 48.9 24.4
Total 66.2 51.9 50.1

Cash paid for capital expenditures for 2010 has been shown net of cash proceeds of $57.3 million from the
Pinnacle longwall sale-leaseback that was completed in December of 2010 The adjustment was necessary

in 2010 due to the timing ©Of the cash payments related to the longwall

Cash payments for interest and income taxes in 2010 2009 and 2008 gre as follows

IN millions

2010 2009 2008
Taxes paid On income $208.3 $64.8 $175.5
Interest  paid ON debt obligations 34.2 25.3 26.3

Non-cash j,yesting activities as of December 31 2010 include the issuance of 4.2 million of our common

shares valued at $173.1 million as pare Of the purchase consideration for the acquisition Of the remaining interest
in Freewest Non-cash items as of December 31 2010 aiso include gains of $38.6 million primarily related to the

remeasurement of our previous ownership interest in Freewest and Wabush held prior to each business

acquisition Refer to NOTE ACQU|S|T|ONS AND OTHER INVESTMENTS for further information

NOTE 19O RELATED PARTIES

We co-own three of our six North American iron ore mines with various joint venture partners that are
integrated steel producers or their subsidiaries We are the manager of each of the mines we co-own and rely ONn
our joint Vventure partners to make their required capital contributions and to pay for their share of the iron ore
pellets that W€ produce The joint venture partners are aiso our customers The following is summary of the

mine ownership of these three North American iron ore mines at December 31 2010

Percent  ownership

clifls  Natural Steel
Mine Resources ArcelorMittal Canada
Empire 79.0 21.0 0.0
Tilden 85.0 0.0 15.0
Hibbing 23.0 62.3 14.7
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ciliffs Natural Resources Inc and Subsidiaries

Notes to Consolidated Financial Statements Continued

NOTE 21 QUARTERLY RESULTS OF OPERATIONS UNAUDITED

The sum of quarterly EPS may "°t equal EPS for the year due to discrete quarterly calculations

IN mMillions  Except per COmMmon  share

2010
Quarters
First Second Third Fourth Year
Revenues from ., qquct sales and services $727.7 $1184.3 $1346.0 $1424.2 $4682.2
Sales margin 150.0 414.7 476.5 482.3 1523.5
Net income attributable to Cliffs shareholders 77.4 260.7 297.4 384.4 1019.9
Earnings per common share attributable to Cliffs
shareholders
Basic 0.57 1.93 2.20 2.84 7.54
Diluted 0.57 1.92 2.18 2.82 7.49
2009
Quarters
First Second Third Fourth Year
Revenues  from product sales and services $464.8 $390.3 $666.4 $820.5 $2342.0
Sales margin 42.4 11.7 103.2 175.0 308.9
Net income |oss attributable to Cliffs shareholders 7.4 455 58.8 108.2 205.1
Earnings loss per COMmMon share attributable to Cliffs
shareholders
Basic $0.07 0.36 0.45 0.83 1.64
Diluted 0.07 0.36 0.45 0.82 1.63
As result  of gcquiring the remaining ownership interests in Freewest and Wabush during the first quarter
of 2010 our first quarter results were impacted by realized gains of $38.6 million primarily related to the

increase in fair value of our previous ownership interest in each investment held prior to the business

acquisitions The fair value of our

2010 the date of

previous 124 percent interest in Freewest was $27.4 million on january 27
acquisition  resulting " gain ©f $13.6 million paing  recognized in 2010 The fair value of our
previous 268 percent equity interest in Wabush was $38 million on February 2010 resulting in  gain ©f $25.0

million also  peing recognized  in 2010

In the Months subsequent to the initial i chase price allocation for Wabush we further refined the fair
values oOf the assets acquired and liab

Wabush  was

ies assumed Additionally We continued to ensure our existing Nterest in

incorporating all of the book basis including amounts recorded in Accumulated other

comprehensive income |oss Based on this process the acquisition date fair value of the previous equity interest

was adjusted to $38 million in the final purchase price allocation The gain resulting from the remeasurement of

our Lrior equity interest net of amounts previously recorded in Accumulated other comprehensive income |oss

of $20.3 million Wwas adjusted '© $25 million Under the business combination

guidance in ASC 805 prior

periods beginning with  the pariod  ©f acquisition are required t© be revised to reflect

changes to the original
purchase price allocation In accordance with  this guidance W€ retrospectively recorded the adjustments to the
fair value of the jcquired assets and assumed liabilities and the Goodwill and Gain on

resulting acquisition  of

controlling Mterests  back o the date of soquisition Accordingly Such amounts were excluded from the fourth

guarter results and have been retrospectively adjusted back (o the first quarter results in the table above Refer to

NOTE ACQU'S'T'ONS AND OTHER INVESTMENTS for further information
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
cliffs Natural Resources Inc

Cleveland Ohio

We have audited the accompanying consolidated  financial position of Cliffs  Natural Resources Inc and

subsidiaries  the Company as of December 31 2010 and 2009 and the related statements of consolidated

operations cash flows and changes in equity for each of the three years in the period ended December 31 2010
Our audits glso Iincluded the financial statement schedule listed in the Index at Item 15 These financial
statements and financial statement schedule are the responsibility of the Companys management Our

responsibility = t© eypress an opinion 0N the financial statements and financial statement schedule based on our

audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight

Board United States 1h0S€ standards require that W€ plan and perform the audit o obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit includes examining on test
basis evidence supporting the amounts and disclosures in the financial statements An audit also includes
assessing the accounting principles used and significant estimates made py management as well as evaluating
the overall financial statement presentation We believe that our audis provide reasonable basis for our
opinion
In our opinion such consolidated financial statements present fairly in an material respects the financial

position ©f Cliffs Natural Resources Inc and subsidiaries 45 of December 31 2010 and 2009 and the resuits of
their and their cash flows for each of the three in the ended December 31 2010 in

operations years period

conformity  With  accounting principles generally accepted N the United states of America Also in our opinion

such financial statement schedule when considered in relation to the basic consolidated financial statements

taken ¢ material the information set forth therein

whole present fairly N an respects

We have also audited in accordance with the standards of the Public Company Accounting Oversight Board

United States the Companys internal control over financial reporting as Of December 31 2010 based on the

criteria established in Internal Control integrated Framework issued py the Committee of sponsoring
Organizations ©of the Treadway Commission and our report dated February 17 2011 expressed an unqualified
opinion on the Companys internal control oyer financial reporting

Is DELOITTE TOUCHE LLP

Cleveland Ohio
February 17 2011
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mitigate  any potential loss to people equipment production and the environment We have implemented
intensive employee training that is geared toward maintaining high level of awareness and knowledge of safety
and health issues in the work environment through the development and coordination of requisite information

skKills and attitudes We believe that through these policies our company has developed an effective safety

management system

The to regulation by MSHA under we FMSH Act MSHA inspects our

mines on regular basis and issues various citations and orders when it believes violation has occurred under

we FMSH Act We

of our Mines is

operation subject

information below regarding certain  mining safety and health citations which MSHA

present
has issued with respect to our mining operations In evaluating this jnformation consideration should be given to
factors such gs the number of citations and orders wiill vary depending on the size of the mine i 1 the number
of citations issued will vary from inspector ' inspector and mMine to mine and §ii citations and orders can be

contested and appealed and in that process are Often reduced in  severity and amount and are sometimes

dismissed

Under the recently enacted Dodd-Frank Act each operator of coal or other mine s required t© include

flea with the SEC As the

certain mine  gafety results within  its  periodic  reports required by reporting
requirements included in 1503a of wme Dodd-Frank Act we present e following items  (egarding certain
mining safety and health matters for each of our mine locations that are covered under the scope of the Dodd-

Frank Act

The totar number of violations of mandatory health or safety standards that could  significantly and

substantially contribute to the cause and effect of coal or other mine safety or health hazard under

section 104 of the FMSH Act 30 U.S.C 814 for which the operator received citation from MSHA
The total number of orders issued under section 104b of the FMSH Act 30 uU.s.C 814b

The totar number of citations and orders for unwarrantable failure of the mine operator '© comply With

mandatory health or safety standards under section 104d of the FMSH Act 30 U.s.C 814d

The total number of imminent ganger orders issued under section 71(Q7g of the FMSH Act 30 U.s.C

8l7a

The totar dollar value of

seq and

proposed  assessments from MSHA under the FMSH Act 30 U.sS.C 801 et

and Health Review Commission

Any pending legal action currently before the Federal Mine Safety
involving such coal or other Mine
Our mine locations did not receive any flagrant violations under Section 10b2 of the FMSH Act and no
written notices of pattern of violations or the potential to have pattern of such violations under section

104e of the FMSH Act were received during the yes, ended December 31 2010 In addition there were no

mining-related fatalities  at gpy of our mine locations during these same periods
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OSAP which  permits elected officers who have not met the equirements ©f the Companys Share
Ownership  Guidelines to invest specified dollar  amount or percentage of their share deferral account  in
common shares with compensation previously deferred in cash under the VNQDC Plan However no participant
may elect to invest gpy such amount or percentage " excess of that needed to enable the participant to satisty the
Companys Share Ownership ~Guidelines When  _ icipants in the MPl plan OPIP plan MSAP or OSAP eciect
to have accounts credited with deferred cOmmon shares under the VNQDC Plan they receive match equal to 25
percent ©f the value of the deferred common shares  The matching shares gare subject to the same five-year

vesting period and employment and non-distribution aquirements

Item 13 Certain Relationships and Related i gnsactions and Director |ndependence

The information required to be furnished py this Item will be gt forth in our definitive Proxy Statement to
Security Holders  under the heading Director Independence and s jncorporated herein by reference and made

hereof from the proxy Statement

part
Item 14  pjhcipar Accountant Fees and  Services

The information required to be furnished py this Item will be set forth in our definitive Proxy Statement  to
Security Holders under  the peading Ratification of Independent Registered Public  aAccounting Firm and i
incorporated herein py reference and made part hereof from the Proxy Statement
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Signatures Title
Director
McAllister
Director
Phillips
Director
Riederer
Director
Ross
Director
Schwartz

The undersigned by signing her name hereto does sign and execute this Annual Report

pursuant to Power of Attorney executed on behalf of the above-indicated officers and

registrant and filed herewith .5 Exhibit 24 on behalf of the registrant

By Is Brlas

Brias as Attorney-in-Fact
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Exhibit Sequential

Number Numbering System
10ddd Pellet Sale and Purchase Agreement dated and effective as of January 31 Not applicable
2002 py and among The cCleveland-Cliffs Iron  Company Cliffs Mining

Company Northshore Mining Company and Algoma Steel INC filed as Exhibit

10a to FOrm 10-Q of ciifts on aprit 25 2002 and jncorporated by reference

10eee pellet Sale and Purchase Agreement dated and effective as Of April 10 2002 Not  applicable
by and among The cCleveland-Cliffs Iron  Company clitfts  Mining Company
Northshore Mining Company Northshore Sales Company International Steel
Group Inc ISG Cleveland Inc and ISG Indiana Harbor Inc filed as Exhibit

10a to Form 10-Q of <ilifts on July 25 2002 and incorporated by reference

1 OFff First Amendment ., pPellet Sale and Purchase Agreement dated and effective Not Applicable
December 16 2004 py and gmong The Cleveland-Cliffs Iron Company  <liffs
Mining Company Northshore Mining Company cliffs Sales Company formerly
known as Northshore Sales Company International Steel Group Inc ISG
Cleveland Inc and ISG Indiana Harbor filed as Exhibit 10a to Form 8-K of

currs  on December 29 2004 and j,corporated by reference

10ggg Pellet Sale and Purchase Agreement dated and effective as of December 31 Not applicable
2002 by and among The Cleveland-Cliffs Iron Company Cliffs Mining
Company and |gpge Inland INC  filed as Exhibit 10vv o Form 10-K of ciifts

filed on gebruary 2003 and incorporated by reference

10hhh Amended and Restated Pellet Sale and Purchase  Agreement dated and Not Applicable
effective  as Of May 17 2004 py and gmong The Cleveland-Cliffs  Iron Company

ciifts  Mining Company  Northshore Mining Company Cliffs Sales Company

International  Steel Group INc and ISG Weirton Inc filea as Exhibit 10a of

Form 8-K of ciifts on September 20 2004 and incorporated by reference

1 Oiii Umbrella Agreement between Mittal steet USA and cleveland-cCliffs mcC The Not Applicable
Cleveland-Cliffs Iron  Company cliffs  Mining Company  Northshore Mining
Company and ciiffs  Sales Company amending three existing pellet  sales
contracts for Mittal steel USA-Indiana Harbor West gexnhibit |0eee and 1 Offf
above in this jndex Mittal Steel USA-Indiana Harbor East Exhibit 10ggg
above in this jndex and Mittal steet USA-Weirton Exhibit 10hhh above in
this jndex dated s of March 2007 and effective a5 Of Appj 12 2006  filed as
Exhibit 10www for Form 10-K of ciiffts on May 25 2007 and incorporated by

reference

10iii Amended and Restated Pellet Sale and Purchase Agreement dated and Not  Applicable
effective January 2006 by and among Cliffs Sales Company The Cleveland-
ciifts Iron Company <lif's Mining Company and Severstal North America Inc
filed as Exhibit 10Offf ©of FOrm 10-K of ciiffs on February 21 2006 and
incorporated by reference
10kkk Term sheet for Amendment and Extension of the Amended and Restated Not Applicable
Pellet Sale and Purchase Agreement among Cliffs Sales Company The
Cleveland-Cliffs Iron  Company Ciliffs Mining Company and  Severstal
North America INC filed as Exhibit 10d tw Form 10-Q of clifts on guy 31

2008 and incorporated by reference

Confidential  treatment requested and/or  gpproved as to certain portions which portions have been omitted

and filed separately With the Securities and Exchange Commission
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Exhibit 12

Ratio of Earnings 10 Combined Fixed charges
And Preferred Stock Dividend Requirements

INn Millions

Year Ended December 31

2010 2009 2008 2007 2006
Consolidated pretax income from continuing operations $1298.2 $290.6 $716.3 $380.7 $387.8
Undistributed  garnings ©f non-consolidated affiliates 13.5 65.5 35.1 11.2 0.1
Amortization of capitalized interest 3.6 3.0 5.6 2.0 2.0
Interest  gypense 69.7 39.0 39.8 22.6 3.6
Acceleration of debt issuance costs 0.8 1.7
Interest  portion ©f rental  oypense 4.6 5.8 8.4 4.7 5.4
Total Earnings $1389.6 $272.9 $735.0 $399.6 $400.6
Interest oy pense 69.7 39.0 39.8 22.6 3.6
Acceleration of debt issuance costs 0.8 1.7
Interest  portion Of rental expense 4.6 5.8 8.4 4.7 5.4
Preferred Stock dividend requirements 1.4 6.7 7.4
i . 44.8 . . .
Fixed charges Requirements 74.3 48.2 28.1 10.7
Fixed cparges and Preferred Stock Dividend Rrequirements 74.3 44.8 49.6 34.8 18.1
RATIO OF EARNINGS TO FIXED CHARGES 18.7x 6.1x 15.2x 14.2x 37.4x

RATIO OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDEND
REQUIREMENTS 18.7x 6.1x 14.8x 11.5x 22.1x
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Exhibit 24
POWER OF ATTORNEY
KNOW ALL MEN BY THESE PRESENTS that the ,nqersigned Directors and officers of ciiffs Natural
Resources INc an Ohio corporation Company hereby  constitute and  gppoint Joseph Carrabba Laurie
Brlas Terry Paradie and ey Tompkins and each of them their wue and lawful guormey ©OF attorneys-in-fact
with  full power of substitution and revocation for them and in their ngme place and stead to sign on their behalf
as Director or officer of the Company ©rf both as the case may be an Annual Report pursuant to Section 13 or
15d of the Securities Exchange Act of 1934 on Form 10-K ror the fiscal year ended December 31 2010 and o
sign any and an amendments to such  Annual Report and to file the ggme With an exhibits thereto and other
documents in connection therewith with the Securities and Exchange Commission granting unto Said guorney or
attorneys-in-fact and each of them fun power and guthority t© do and Loiform  €ach  and guery  act @Nd  hing
requisite and ecessary to be done in and about the premises as fuly to all intents and i poses  as they might or
could do in person hereby ratifying and confirming an that said gyorney OF attorneys-in-fact or any ©f them or
their substitute or substitutes may lawfully do or cause to be done py Virtue hereof
Executed .5 of the 1ith day of January 2011
Is Carrabba Is McAllister
Carrabba McAllister Director
Chairman President and Chief Executive Officer
Is Cambre 1s1 Phillips
Cambre DbDirector Phillips Director
Is Cunningham Is Riederer
Cunningham Director Riederer Director
Is Eldridge Is Ross
Eldridge Director ROSs Director
Is Gluski Is Schwarz
Gluski Director Schwartz Director
Is Green Is Brlas
Green Director Brlas
Executive Vice President Finance and Administration
and Chief Financial Officer
Is Henry Is Paradie
Henry Director Paradie
Senior Vice president Corporate Controller and
Chief Accounting Officer
Is Kirsch

Kirsch Director
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