


CLIFFS 2012 ANNUAL REPORT

CUFFS NATURAL RESOURCES NC

Cliffs  Natural Resources Inc s an international mining and natural
resources  company member of the SP 500 Index the Company =

major global iren ore producer and significant producer ©f high- and
low-volatile metallurgical coal Driven by the core Vvalues of safety social
environmental and capital stewardship Cliffs associates across the globe

endeavor to provide an stakeholders operating and financial transparency

The Company = organized through global commercial  group responsible
for sales and gejivery O©Of Cliffs products and global operations dgroup
responsible for the production ©f the minerals the Company markets ciiffs
operates iron ore and coal mines i North America and an iron ore mining
complex in Western Australia In addition ciliffts has major Cchromite

project n the te.cibiity stage ©f development located in Ontario Canada
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DEFINITIONS

The following abbreviations

Natural Resources Inc

United States

currency

Abbreviation or acronym
Algoma

AmapA

AG

Anglo

APBO

APSC

ArcelorMittal

ArcelorMittal  USA

ASC

ATO

AusQuest

BART

Bloom | ake

BNSF

CLOG

Clean Water Act

Chromite project

ciirrs  Chromite Far North Inc
ciifts Chromite Ontario Inc
Cliffs  Erie
CN
Cockatoo Island
Compensation Committee
Consent QOrder
Consolidated

COIM

Thompson

Cr303

CSAPR

CSXT

DEP

Directors Plan
Dodd-Frank Act
Dofasco

EBIT

E8ITDA

EMPI

Empire

EPA

EPS

EPSL

ERM

or acronyms

and subsidiaries

References

We US Oour and ciiffs

O$ to Canadian currency and

are used in the text in this

report to the Company

collectively References to A$ or AUD refer to Australian currency

Term
Essar  steel Algoma Inc

Anglo Ferrous  Amap4 Mineracao Ltda and Anglo Ferrous |ogistica Amap/A Ltda

Autogenous  Grinding

Anglo American plc

Accumulated Postretirement Benefit  Obligation

Alabama  Public Services Commission

ArcelorMittal  as e parent  company of Arcelormittal  Mines Canada ArcelorMittal USA and Arcelormittal Dofasco

as well as many other subsidiaries

Arcelormittal - USA LLC . ging many of « North American ariiiates  subsidiaries and representatives References

to Arcelormittal USA comprise = SUCh relationships unless specific ArcelorMittal USA .., is referenced

Accounting Standards Codification

Australian Taxation Office

AusQuest Limited

Best Available Retrofit

Technology

The Bloom Lake won Ore Mine Limited partnership

Burlington Northern Santa Fe LLC

cufts  Logan County Coal LLC

Federal Water Pollution Control act

ciitts Chromite Far North Inc and ciifts Chromite Ontario Inc

Entity previously known as Spider Resources Inc

enity  previously ~Known as Freewest Resources Canada Inc

cilifts  Erie LLC

Canadian National Railway Company

Cockatoo Island Joint Venture

Compensation and organization Committee

Administrative Order py Consent

Consolidated Thompson 1on  p\jining Limited  now known as cirs Quebec ron Mining Limited

ciirts QUebec  on  pMining  Limited

Chromium Oxide

Cross-State Air Pollution Rule

CSX ji-ansportation

U.S Department of Environment Protection

Nonemployee Directors Compensation Plan as amended and restated 12/31/2008

Dodd-Frank wall street Reform and Consumer Protection Act

ArcelorMittal Dofasco Inc

Earnings before interest and taxes

Earnings before interest taxes depreciation and amortization

Executive Management Performance Incentive Plan

Empire ron  Mining Partnership

U.S Environmental Protection Agency

Earnings per Share
Esperance Port Sea and Land

Enterprise Risk  Management

CLIFFS NATURAL RESOURCES INC -2012

are to ciifrs

Form 10-K
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PART

ITEM Business

Introduction

ciiffs  Natural Resources Inc traces = corporate history back to 1847
Today We are an international mining and natural resources company

member o the SP 500 jndex We are  major global ion ore producer and

significant producer Of high- and low-volatile metallurgical coal  Driven py
the core values of gare social environmental and capita  stewardship our
Companys associates across the globe endeavor to provide = stakeholders

with  operating and financial transparency Our Company = organized
through global commercial group responsible for sales and delivery Of
our products @nd  global operations group responsible for the€ production
of the minerals that We market Our Companys operations

are organized

according to product category @nd geographic location U.S won Ore

Eastern Canadian won Ore Asia Pacific ron Ore€ North American Coal

Latin American won OF€ gerroalloys and our Global  Exploration

Group

Industry Overview

The key driver of our business is giopbar demand for steelmaking raw

materials in both developed and emerging €conomies with China and

the U.S representing the twO jargest markets ror our Company '™ 2012

China produced approximately 709 miion metric tons of crude gteel oOr

approximately 47 percent Of total global Crude steel production whereas

the U.S produced approximately 89 million metric tons of crude steel

or about percent of total crude steel production These figures each
represent an approximate percent and percent increase . crude  steel
production over 2011 respectively

Global crude  steel production continued to grow in 2012 despite facing
challenging  €conomic  headwinds  inciuding decreased year-over-year

pace of CONOMIC  growth aNd pontical  uncertainty = China as weil as the

widely reported fiscal issues in both the U.S and European Union These

challenges resulted in volatile pricing environment for steelmaking raw

materials Which  giecuy impacted our 2012 performance

puring 2013 Wwe expect yearoveryear steel  production to rise in both
the U.S and in China Chinas growth win be predicated on continued
urbanization and the consequent demand fer housing and durable goods
n the U.S steel demand aiso .- expected to increase due to steadily
recovering housing Mmarket and improving demand for automotive products
w addition domestic steet demand should benerit from increased investment

inthe o and gas industry

CLIFFS NATURAL RESOURCES |INC -2012 Form 10-K

in the United States We operate five ion ore MINES in \jichigan and
Minnesota Six metallurgical coal mines located . West ..~ and Alabama
and one thermal coal Mine located in West virginia We aiso operate  tWO
iron ore Mines in Eastern Canada Our Asia Pacific operations consist
solety Of our Koolyanobbing iren  ore mining complex " Western  Australia
as of December 31 2012 Our 50 percent equity interest in Cockatoo
Island an iron ore mine and our 45 porcent €COnNOMIc interest  in S0NomMa
coking and thermal coal mine also were included in these operations
through their sale dates in the thira and fourth quarters respectively n
Latin  America W€ have

the sale of which gy board approved in December 2012 and

30 percent interest n Arnapa Brazilian iron  ore
operation
n  Ontario Canada we have major chromite project that advanced to
the feasibility study stage ©of development =« May of 2012 0 addition our
Global Exploration  Group = focused on early involvement  in exploration
activities to identity new world-class projects for future development or

projects  that add  gignificant value to existing operations

We continue to expect Chinese steel  production to outpace e growth "

Chinese iron ore production which win face increasing production costs
due primarily '© diminishing iron ore grades and sing wages Chinese
iron ore while abundant .. lower grade containing less than narf of the
equivalent iron ore than the ore supplied by Australia and Brazil

The giobal price of iron ore the primary driver of our revenues = influenced

i Chinese demand Full-year 2012 spot Market prices reflected
heavily by Yy P! p!

decrease in Chinas economic  growth Wweaker demand from Europe

and giobal political  uncertainty Iron ore gpot Prices stabilized in the fourth

quarter  at lever well above nistorical averages indicating that giobal
iron  ore demand continues to outpace global iron  Ore supply The world
market benchmark that = utilized MOSt commonly in our sales contracts
= the Platts 62 percent Fe fines pricing which has reflected this trend

The plaus 62 percent Fe fines spot price decreased 23.1 percent to an

average price Of $130 per ton in 2012 The spot price volatiity impacts
our realized revenue rates panicularly in our Eastern Canadian won Ore

and Asia Pacific iron Ore business segments as the related contracts

are correlated heavily to world benchmark spot pricing However the
impact On our U.S won Ore revenues = muted  gignuy because  the nicing
mechanism for our long-term contracts = mostly Structured to be based on
12-month , crages ending August 31 although SOME include established

annual price collars Additionally our contracts often are priced partially OF

completely on other indices instead of world benchmark prices
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Business Segments

Our Company primary operations are organized and managed according to
product category and geographic location U.S won QOre Eastern Canadian
ron Ore Asia pPacific won OF€ North American Coal Latin American iron
Ore rerroalloys and our Global  Exploration Group Latin American iron
Ore Ferroalloys and our Global  Exploration Group operating segments
do not meet the ecriteria  for reportable =~ segments Sonoma Wwhich was

sold in the fourth quarter of 2012 previousty =~ Was reported through  our

Asia Pacific  Coal operating  segment which did not meet the criteria for

reportable segment

The U.S iron Ore and North American Coal business segments are

Ohio The Eastern Canadian ion Ore business

headquartered n Cleveland

segment has headquarters in Montreal Quebec Canada Our Asia
Pacific  headquarters = located in Perth Australia and our tatin  American
headquarters . located in Santiago Chile n additon the Ferroalloys and

Global Exploration ~Group operating segments currently are managed from

our Cleveland ©Ohio location

Segment information reflects OUr strategic business units  which are

organized  to meet customer requirements @0 gioba competition We

evaluate segment performance based on sales margin Which .« defined

as revenues less cost of goods sold and gperating

expenses identifiable

to each segment This measure ©f operating performance = an effective

measurement as We focus ON reducing production costs  throughout our

Company Financial information about oyr segments  including financial

information about geographic areas = included in Item Managements

Discussion

and NOTE

Statements

and Aanalysis ©f Financial Condition and Results of Operations

SEGMENT REPORTING

and supplementary Data of this Annual Report On Form 10-K

included in Item Financial

US Iron Ore

We are

U.S won OFre to integrated  steel companies in the U.S and Canada We

major global °n ore producer primarily seling production from

manage and operate five iron ore mines located i Michigan and Minnesota

The U.S-based mines currenty have an annual rated capacity of 32.9 milion

gross 1ONS of iron Oreé pejier  production representing 97 percent of total U.S

pellet  production  capacity ~Based 0N our equity ownership " these mines

our share of the annual rated production capacity currently 25.5 million

gross tONS representing 44.2 percent ©Of tota U.S annual peiec  capacity

The following chart summarizes the estimated annual  pejiet production

capacity @nd percentage of total U.S ojet  production capacity for each of

the respective iron Ore producers as of December3l 2012

U.S iron Ore Pellet

Annual Rated

An ciifts  managed mines

other U.S mines

U.S steevs Minnesota ore operations
Minnesota Taconite
Keewatin Taconite

Totai U.S  Steel

Arcelormittal  USA  Minorca mine

Totat other U.S mines

TOTAL U.S MINES

our U.S won  ore production generally is sold pursuant  to t€rm supply

agreements With various  price adjustment For the year ended

31 2012 we produced total of 29.5 m

provisions

on tons of iron ore

December

on tons on

pellets including 22.0 milion tons for gyr account and 7.5 m

behalf of steel company partners Of the mines

We produce  various grades of iron Or€ peiers  including Standard  and fluxed

for use i our CUStOMErs biast furnaces as pax Of the steelmaking process

The variation in grades results  from the gpeaific chemical and metallurgical

properties of the gres at each mine and whether or not fluxstone = added

in the the grade ©OF grades ©f peliets  currently delivered  to

which depend =

process PJthough
each customer are based on that customers preferences
part ON the characteristics

of the customers bpiast furnace operation " many

cases our ion ore pellets Can be used interchangeably demand  ror

Industry
the various grades of iron Ofe pejers O€PENds on each CUStOMErs preferences
and changes from time to time n the event that given MiN€ = operating at
wn capacity the terms of MOSt of our peier supply agreements allow Some

flexibility = providing our CUSIOMErs ion oOre pejets from different mines

Standard pellets require !©SS processing are generally the least costly

pellets  t© produce and are called standard because no ground fluxstone
such as limestone or dolomite = added to the iron ore concentrate before
turning the concentrates into  pellets In the case of fluxed pellets fluxstone
. added to the concentrate

which produces penets that can perform 2t

higher productivity levels in the CUSIOMers specific Plast furnace and win

minimize the amount of fluxstone the customer may be required to add

to the blast furnace

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K

Capacity Tonnage

Current Estimated Capacity Percent of Total

Gross Tons in Millions us Capacity

32.9 57.0%
16.0 27.7
6.0 10.4
22.0 38.1
2.8 4.9
24.8 43.0
57.7 100.0%

= not possible to produce pelets with  identical physical and chemical

properties from each of our mining and processing  operations The grade

or grades Of pellets purchased by and delivered to each customer are

based on that CUstomers preferences and  Lyaiability
Each of our U.S 1on Ore Mines .. located npear the Great Lakes The
majority ©Of our iron  ore pellets are transported via railroads to |oading

ports for shipment via vessel to steelmakers in North America or into the

international seaborne market via the St Lawrence  Seaway

Our U.S won Ore sales are influenced seasonal factors i the nr=e

by quarter
of the year @S shipments and sales are restricted py the Army Corp of
Engineers due to closure of the Soo Locks and the welland Canal oOn the

Great Lakes puring the s« quarter W€ continue to produce Our products

but We Cannot ship those products Vi@ lake vessel unui the conditions — on

the Great Lakes are npavigable which causes our first quarter inventory
levels to rise OuUr limited practice

of shipping product to ports On the

lower Great Lakes or to customers raci

ies  prior to the transfer of e

has somewhat the seasonal effect on first quarter inventories

mitigated

and gales as shipment from this point to the customers operations is

not limited by weather-related constraints At December 31

shipping

2012 and 2011 we had approximately 1.3 miion and .2 million tons of

pellets  respectively in inventory at lower lakes or cUStOmMers raciities
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Investments

Amap/A

On December 27 2012 our Board of Directors authorized the sale of

our 30 percent interest in Amapa which consists of an iron ore deposit

120-mile  railway connecting the mine location to an existing port facility

and 71 hectares of real estate ON the banks of the AMAazon River reserved

for  loading terminal The remaining 70 percent ©f AMap/ - owned py
Anglo  Together with  Anglo W€ win be geiing ©OUr respective  interest in
100 percent sale transaction to single entty Which . expected to close

during the first nar of 2013

buring 2012 Amap/Es annual production totaled 6.0 miion metric tons

of iron ore fines compared with 4.8 milion metric tons and 4.0 milion

metric tons in 2011 and 2010 respectively

Applied Technology

We have been leader N iron ore mining and process technology for
more than 160 years W€ operated SOME of the w.. mMines on Michigans

and

Marquette Iron  Range and  pioneered early open-pit underground

mining Methods From the wr=c application of electrical power ™ Michigans

underground mines to the use of todays sophisticated computers and giobal
positioning satellite  gystems We have been leader w the application of NeW
technology  to the centuries-old business of mineral extraction Today our
engineering ~ and technical swars are engaged ‘0 full-time technical g 555
of our expanding global operations and improvement ©of existing products

Exploration

Our exploration  program * integral 'O OUr growth  strategy We have several

projects and potential opportunities to diversify our products expand

our  production volumes and develop large-scale ore bodies tnough

carly involvement  in exploration activities We achieve  this by partnering

With  junior  mining companies WhIiCh provide us low-cost  entry points for

Concentration of Customers

We had one customer that inawiduaiy accounted for more than 10 percent

of our consolidated product  revenue in 2012 1n 2011 and 2010 we had

one and three customers respectively that  individually accounted for more
than 10 percent of our consolidated product fevenue Total revenue from

The (oiowing represents sales revenue from each of those customers as

sales for U.S won Qre Eastern Canadian wron Ore and North American Coal that

Customerra

ArcelorMittal

Algoma

Severstal

TOTAL
Excluding freight @nd  venwre  partners cost reimbursements
Includes  subsidiaries  of each customer

percentage

PART

ITEM Business

Sonoma

On suy 10 2012 we entered into definitive share and asset sale
agreement t© =eil our 45 percent €CONOMIC interest in the Sonoma jgine
venture coal Mine located in Queensland Australia Upon completion of

12 2012 we collected

$141 o minion = net cash proceeds The assets sold included our interests

the transaction on November approximately AUD

in the SONOMA mine gong with our ownership ©f the arfiiatea wash  piant

which  were previously reported as our Asia Pacific Coal gperating segment

Production and sales totaled approximately 2.8 mition and 2.9 milion

metric tons of coal respectively  through "€ Same completion ~ date This

compares with  production and sales of approximately 3.5 milion and

3.1 miion metric tons in 2011 respectively and production ~and sales or

approximately 3.5 milion metric tons in 2010

Research and Development

We continue  to |everage our advanced  technical expertise  t© develop

and execute projects that concentrate and process low grade ores

into  high-quality products for international markets With growing

and experienced  technical

We have an

international presence state-of-the-art equipment

professionals We remain on the forefront of mining technology

unsurpassed reputation for OUr pejietizing technology delivering world-

class quaity  product to  broad ... of sophisticated end users We are

pioneer = the development of emerging reduction technologies leader

in the extraction of value from challenging resources and frontrunner

in the implementation of safe and sustainable technology Our technical

experts are dedicated to excellence and deliver superior technical solutions

tailored  to our expanding global Customer base

potentially significant reserve additions Our giobal exploration

group =

led by professional  geologists WhHO have the knowledge and experience to

identify new projects for fure development ©F projects that add ggnificant
We spent  approximately $73.3 mition  and

in 2012 and 2011 respectively

value to existing operations

$48.4 milion  on exploration  activities

those customers represented  approximately $923.7 million  $1.4 binion  and

$1.8 billion of our total consolidated product revenue = 2012 2011 and 2010
respectively and = attributable to our US 1on Ore Eastern Canadian Iron
Ore and North American Coal pusiness segments

of our total consolidated  product revenue as well as the pomion  ©f product
attributable to each of those customers = 2012 2011 and 2010 respectively

Percentaae of Total Product Revenue
2012 2011 2010
17% 21% 19%

11

32% 34% 41%

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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ITEM 1A Risk Factors

An investment in our COMMON shares or other securities is subject to risk

inherent to our business and our industry Described below are certain

risks  @nd  yncertainties the occurrences of which could have material

adverse effect  ON US Before making an investment decision you should

consider  carefully an Of the risks described below (ogether Wwith the other

information included  in this report The risks and uncertainties described

below are not the ony oOnes we face Although W€ have significant risk

management policies practices and procedures aimed '© mjtigate these

risks Uncertainties may nevertheless impair our business  operation This

report = quaiied in s entirety by these factors

Economic and Market Risks

The stabiity ©f commodity prices namely iron ore and coal affects our

abitity 'O generate revenue  maintain stable cash flow and to fund our

operations including growth and expansion

AS  mining company our ability 'O generate revenue and . turn proficabilicy

is dependent upon the price ©of the commodities that We sell to our

customers  pamely iron ore and coal The commodity prices Of iron ore

and coal have experienced

significant fluctuations over the iast WO years

Our resuits  during 2011 were driven py increased  steel  production

2012  sicel

in China the worlds

higher

demand and ising prices By comparison during inventories

Were high international demand ror steel particutary

largest  producer ©f steel was abating and as resuit demand and prices

for iron ore declined For example during the third quarter compared to

of 2012 the Piatus

to an average of $1 13 per ton for the three

the second  quarter 62 percent Fe fines price declined

19.9 percent months ended
decreased 23.1 percent
31 2012

may fluctuate Wwith

September 30 2012 and the piaus to an

average ©f $130 per ton for the 12 months ended

pricing
December
This trend may continue and our earnings therefore

of the commodities We sell TO the extent that the prices Of

the prices

commodities

these significantly decline  for an extended period of time
could  affect adversely our Lpiity 'O generate revenues which in turn

could affect our financial condition cash flow and results of operations

Reduced revenues from lower commodity prices also could affect our

abiliy 1O fund growth and expansion  projects ~ 1h€Se factors could have
material adverse affect  on US

Uncertainty or weaknesses in global €CONOMIC  conditions and reduced

economic growth in China could affect adversely our business

The world prices of won ore and coal are influenced strongly by intemational

demand and global €conomic conditions Uncertainties or weaknesses in

global €conomic conditions including the ongoing sovereign debt  crisis

in Europe and the U.S debt ceiling could affect adversely our business

and negatively impact OUr financial results in addition the current level oOf

international demand ror raw materials used in steel  production = driven

by industrial growth in China the economic  growth rate in China

largely

slows for an extended period ©f time or - another giobal €CONOMIC  downturn

were to occur We would .., see decreased demand ror our products

and decreased prices resulting ' lower revenue levels and  gecreasing

margins We are not able to predict whether the global €cONomic conditions

will continue or worsen and the impact may have on our operations and

the jndustry in general going forward

Our ERM function  provides framework for managements consideration of
risk When making strategic financial operational and/or  project decisions

The framework .. based on ISO 31000 an internationaly recognized risk
management standard Management uses  consistent  methodology '©
ienuy ~ @nd assess risks determine and jmplement 'S mitigation actions

and monitor and communicate information about the Companys key risks
Through these processes W€ have identifiea six  categories of risk that
We are subject tO economic and market 11 regulatory i financial v

operational v development and sustainability and V| human capitar The

following risk factors are presented according to these key risk categories

Capacity expansions  Within the mining industry could lead w0 lower giobal

iron ore and coal prices impacting OUr profitability

2012

particularly from cChina resuited

During continued global growth of iron ore and coal demand

in the major iron  ore and metallurgical

coal suppliers announcing plans to increase their production capacity We

the supply ©Of both iron ore and metallurgical coal to increase due

expect

to these expansions Which based on those suppliers project-completion

estimates wil be an upward trend that win continue  through 2016 =

the current iron ore and coal markets an increase in our competitors

capacity could resut in excess supply ©fthese commodities resulting in

downward pressure  ©ON prices This decrease in pricing Wwould adversely

impact our sales margins and rofitabiity

i+ steelmakers use methods other than blast furnace production to

steel or if their blast furnaces shut dOwn or othewise reduce

produce

the demand for our iron ore and coal products may decrease

production

Demand ror our iron ore and coal products = determined by the operating
rates for the blast furnaces of steel companies However not o finished
steel = produced by blast furnaces finished steel  also may be produced by

other methods that do not require iron  ore products SUCh as scrap steel

North American steel producers also can produce steel using imported iron

ore or semi-finished  swel products  Which eliminates the need ror domestic

iron oOre Environmental restrictions on the use of blast furnaces

also may

reduce our customers use of their blast furnaces Maintenance of blast

furnaces may require substantial capital expenditures OuUr customers

may choose not to maintain or may not have the resources necessary ©

maintain their blast furnaces . our customers use methods to produce

steel  that do not use iron ore and coal products demand ror our ion ore

and coal products win decrease which would affect  adversely ©OUr sales

margins  and  rofitability

Due to economic conditions and volawiy " commodity prices our

customers could approach us about our supply agreements Modifications

to our supply agreements could potentially be made due tw© such yoiadiey

which could impact adversely OUr sales mMmargins profitability and cash flows

Although Weé have contractual commitments  for sales in our U.S ron

Ore and Eastern Canadian won Ore business rfor 2013 and beyond the

uncertainty in global ~€conomic conditions may adversely impact the

abiiy Of our customers to meet their obligations As result of such

market | ojatitity our customers could approach us about modifying our

supply agreements Any modifications to our supply agreements could

adversely impact our sales mMargins profitability and cash flows These

discussions or potential actions py our customers could also result in

contractual  dgisputes ~ Which could  utimately require arbitration Or Jitigation

either of which could be time consuming and costly Any such disputes

could impact adversely our sales Margins profitabiity and cash flows

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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and e insurance benefits thereby accelerating our obligation t© provide

these benefits Certain mine closures Would precipitate pension  closure

liability gignificantly greater than an ongoing operation liability  Finally

mine closure could i severance-related obligations
permanent trigger

which can equal up © eight weeks  of pay per employee depending ©On

length ©Of service As result the closure of one or more ©Of our Mines

could adversely affect  OUF financial condition  and resus  of operations

Our sales and competitive position depend ON the apiuiy, 'O transport OUF

to our customers at competitive rates and in timely Manner

products

n our U.S won Ore and Eastern Canadian 'ron Ore operations disruption

of the lake and ocean-going freighter and i  transportation services

because  of weather-related problems including ice and winter weather

conditions on the Great Lakes or St Lawrence Seaway sStrikes lock-outs

or other events could impair OUr apiity 'O supply iron oOre to our Customers
at competitive rates or in  timely Manner and thus could adversely
affect  our sales margins and ofiability Similarly our North American
Coal operations depend on international feighter and re" transportation
services as well as the Luaiability Of dOCK  capacity and any disruptions

to those services or the lack of dock capacity could impair our ability ©

supply coal to our customers at competitive rates or in timely Mmanner

and thus could adversely affect our sales and rofitability Further  reduced

dredging ~and environmental changes particularly a Great Lakes ports

could impact negatively OUr ability t© move our iren ore and coal products
because lower water levels restict the tonnage that freighters can haul
resulting in higher feignt  rates

Our Asia Pacific won Ore gperations are also dependent upon e and

port capacity Disruptions in i service or availabiity — ©Of dOCK  capacity

could gimiary impair OUr apiiy t© supply iron ore to Our customers

thereby adversely affecting our sales and profitability In addition our Asia
Pacific ron OF€ operations are also in direct competition with  the major
world seaborne exporters of iron ore and our customers face higher
transportation costs than most other Australian producers to ship our
products to the Asian markets because of the Iocation of our major shipping
port on the south coast of Australia Further increases in transportation
costs decreased _yaiabiiy ©Of ocean vessels or changes in such costs
relative O transportation COSts incurred  py our competitors could make

restrict our access to certain markets and

our products less competitive

have an adverse effect  ON our sales margins and profitability

Natural disasters Weather conditions disruption ©f energy unanticipated

geological  conditions equipment failures and other unexpected events

may lead our customers our suppliers OF our facilities O curtail production

or shut down gperations

Operating 'evels within the mining industry are subject '© unexpected

conditions  and events that are peyond the industrys control Those events

could cause industry members o their suppliers O curtail  production or

shut down portion ©OF ai of their operations Which could reduce the

demand for our iron ore and coal products and could affect adversely

our sales  margins and  proficability

Interruptions i production  capabities  ineviably  wi Increase our production

costs and reduce our profitability We do not have meaningful excess

capacity  for current  production needs and Wwe are not able t© quickly

increase at pne MinNe to offset an jnterruption in production

production

at another mine

portion ©f oUr production costs are fixed regardless ©Of current  operating

levels As noted Our operating levels  are subject to conditions beyond  our

control that can delay deliveries or increase the cost Of mining at particular

mines for varying lengths Of time These include weather conditions for

example extreme winter weather tornadoes floods and the lack of

availabiiy  Of process water due to drought and natural disasters  pi

wall failures unanticipated geological conditions including  variations in
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the amount of rock and soil overlying the deposits ©f iron ore and coal

variations in rock and other natural materials and variations in geologic

conditions and ore processing changes
The manufacturing processes thattake pigce in our mining operations as
well as = OUr processing faciliies depend ON critical pieces ©of equipment

This equipment may on occasion be out of service because or unanticipated

In addition os have been

failures many ©f our mines and processing facil

n operation for several decades and the equipment = aged In the future

we may experience additional material plant shutdowns  or periods of

reduced production because  of equipment failures Further remediation

of any interruption in production capability May require Uus to make large

capital expenditures that could have effect on our  profitability

and cash flows Our business

negative

interruption  insurance would not cover

. of the lost revenues associated with  equipment failures | onger-term

business  gisruptions could resut in loss ©f customers WhiCh adversely

could  affect our future sales teveis gnd therefore our  Lrofitability

Regarding the impact ©f unexpected ©€Ve"S happening t© our suppliers
many ©f our MINES are dependent ON One source for eeaic  power and for
natural gas significant interruption in service froM our gnergy suppliers

due to terrorism weather conditions natural disasters or any other cause

can resut in substantial losses that may not be runy recoverable either

from our business interruption insurance  or responsible third  parties

We are subject 1O risks involving operations and sales in multiple countries

We have to broaden or scope as supplier of raw materials to

strategy

the giobal integrated  steel industry AS W€ expand beyond our taditional

North American base business We are subject to additional risks peyond

those relating  t© our North American operations such as fluctuations in

currency  exchange  rates  potentially adVerse tax consequences due to

overlapping or differing tax  structures burdens to comply with muitiple

and potentially conflicting foreign laws and regulations including  export

requirements s and other barriers environmental  heaith  and safety

requirements  @nd  unexpected changes = any of these laws and regulations

the imposition of duties tariffs  import and export controls and other trade

the seaborne iron ore and coal markets aifficuities in

barriers impacting

staffing and  managing multi-national  operations political and economic

and disruptions including terrorist  attacks disadvantages of

to U.S

instability

competing against companies from countries that are not subject

laws and regulations including ~ the Foreign Corrupt ~ Practices  Act and

uncertainties in the enforcement of cgai rights and remedies in multiple

jurisdictions « W€ are unable to manage successfully the risks associated
with expanding our global business these risks could have material
adverse effect  ON our business results  of operations ~ OF financial condition

Our profitability could be affected adversely by the railure oOf outside

contractors to perform

Asia Pacific wron Ore and Eastern Canadian won Ore use contractors to

handle many of the operational phases ©of teir mining and processing

operations and therefore We are subject to the performance of outside
companies ON key production areas failure Of gny of these contractors
to perform significant way would resut i additional costs for ys which

also could affect  adversely ©OUr production rates and resuits of operations

Coal mining = complex due to geological characteristics of the region

The geological —characteristics of coal reserves such as depth of overburden

and coal Sseam thickness make them complex and costly to mine As

mines become depleted replacement reserves may not be available

when required or - available may "°t be capable of peing Mined at costs

comparable to those characteristic of the depleting Mines and therefore

decisions to defer mine development activities may adversely impact our

These factors could

ability to substantially increase future coal production

materially adversely affest  OUr mining operations @Nd cost structures  which

could amect adversely our sales promabmy and cash flows

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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Development and Sustainability Risks

Significant delays in expanding production at Bloom Lake could have

an adverse impact on our future eamings and cash flow generation

We have invested and continue to invest in Bloom Lake our |arge-scale
seaborne on ore growth project ™ Eastern Canada Maximizing Bloom

Lakes production  capabilities represents  a@n opportunity  to create  ggnificant

shareholder value and We expect the Phase expansion at Bloom Lake

tO meaningfully enhance our future earnings and cash flow generation

by increasing sales volume and reducing unit  operating costs \Vvarious

factors such as volatile pricing €nvironment for iron ore and work

stoppages ©°uld delay components of Phase s construction activities

and  planned startup date Any significant delay in expanding production

at Bloom Lake could have an adverse impact ONn our future earnings and

cash flow generation

We may be unable o successfully identify acquire and integrate strategic

acquisition candidates

OUr apiity  t© grow  successfully through  acquisitions depends  upon our

abitity 1O identiry negotiate complete and integrate suitable acquisitions

and to obtain ccessary  financing We cannot provide assurance that we

win be able tO igeniry  successfully strategic candidates or acquire any

such  businesses in addition  the costs of acquiring Other businesses  could

increase competition for acquisition candidates increases Additionally

the sSuccess of an acquisition = subject tO other risks and uncertainties

including our apiliy to realize operating efficiencies expected from an

acquisition the size or quality Of the mineral potential delays N realizing
the benefits

of an  acquisition difficulties in retaining key employees

customers  or suppliers Of the acquired businesses  difficulties maintaining
uniform  controls procedures standards and policies throughout acquired
companies the risks associated with  the assumption of contingent or

undisclosed liabiities  of acquisition targets the impact ©Of changes to our

allocation of purchase price and the apiiy tO generate future cash flows

or the Lyailability of financing

Moreover any acquisition opportunities WE€ pursue could affect  materially
our tiquidity @8N0 capitai  resources  @Nd  may require  us tO INCUr indebtedness

seek equity capital or both  Future acquisitions could also result in us
assuming MOre |ong-term liabilities  relative to the value of the acquired

assets than e have assumed in our previous acquisitions

Estimates and we

relating to NEW development projects are uncertain

may incur  pigher costs and lower economic returns than estimated

Mine  development projects  typically require number of years and ggnificant
expenditures during the development phase before production = possible
Such  projects could  experience unexpected problems and delays during

development construction and mine start-up

Our decision to develop project typically = based on the results of feasibility
studies  which estimate the anticipated economic returns of  project The

acwal  project  profitability or €CONOMIC  reasibility may differ from such  estimates

as  resut of any of the fiowng  factors among Others

changes '™ tonnage grades 29 metallurgical characteristics  of ore to
be mined and processed

higher construction and infrastructure costs
the guaiyy Of the data on Which engineering  assumptions Wwere made
higher Production  COSts

adverse  geotechnical conditions
availabiity  °of adequate labor force
availability ~and cost of water and

power

vy and cost of transportation

fluctuations w inflaton  and currency ~ €xchange rates

availabiity  @nd terms  of financing

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K

delays = obtaining environmental or other government permits ©r changes

in the jaws and regulations related to those permits

weather or severe climate impacts and
potential delays relating to social and community issues

Our future development activities may not result in the expansion or

replacement of current  production with  NEW production or one or more

of these NeW production sites or racilities may be less profitable than

currently anticipated or may not be profitable at an any ©f Which could

have material adverse effect  ON our ggles margins and cash flows

must replace reserves depleted by production Our

may Not result in additional discoveries

We continuaily

exploration activities

OuUr apility t© replenish Our ore reserves = important t© OUr |ong-term  viability

Depleted ore reserves must be replaced by further delineation of existing

ore bodies or by locating NEW deposits in order to maintain  production

levels over the |5hg term Resource exploration and development are

highly speculative in nature Our exploration projects involve many risks

require substantial expenditures and may not resuit in the discovery of

sufficient additional mineral geposits that can be mined profitably Once

site with mineralization i« discovered may take several from

years
the initial phases Of arining until  production is possible during Which

time the economic feasibility of production may change Substantial

expenditures are required tO establish recoverable proven and probable
reserves and to construct mining and processing facilities As result

there = no assurance that current o future exploration programs Wi be

successful and there risk that depletion of reserves will not be offset

by discoveries Or acquisitions

We rely on estimates of our recoverable reserves which is complex
due to geological characteristics  of the properties and the nNumMber of

assumptions Mmade

We regularly evaluate our U.S iron ore Eastern Canadian ion ore and

coal reserves based on revenues and costs and ypdate them as required =
accordance with SEC Industry Guide and Canadas

43-101 i addition

National Instrument
our Asia Pacific Iron Ore business segment has

published reserves that follow JORC in Australia and changes have been

made to our Western  Australian reserve values to Make them comply

with SEC  requirements There are numerous uncertainties inherent  in

estimating quantities ©Of reserves of our mines including many factors

beyond 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 prices for iron  ore

and coal future jndustry conditions and  operating costs severance and
excise taxes  development costs and costs of extraction and reclamation an
of which  may vary considerably —from actual results Estimating the quantity
and grade of reserves requires Us to determine the size shape and gepth  of
our mineral bodies by analyzing geological data such as samplings ©Of amn
holes tunnels and other underground workings In addition to the geology
assumptions ©f our mines assumptions are also required to determine

the economic

feasibility Of mining these reserves including estimates  of

future commodity prices and demand the mining methods Wwe use and

the related costs incurred to develop and mine our reserves For these
reasons estimates of the ecconomically recoverable  guantties of mineralized
deposits  atributable O any particular group  ©f properties classifications of
such reserves based on risk of recovery and estimates  of future net cash

flows prepared by different engineers ©OF 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 mine  planning Actual volume and grade of reserves
recovered  production  rates revenues and expenditures ~ With respect to our
reserves  will jikely vary ffOM  estimates and such variances are material
our sales and ,ofitability could be affected adversely



Any defects in title of leasehold interests in our properties could 1imit oOur
abitity  © mine these properties or could result in significant unanticipated
costs

We conduct significant part ©of OUr mining operations on properties  that

we lease These leases were entered into over period ©f many years by

some of our predecessors @Nnd e to our leased properties ~ and mineral

rights may not be thoroughly verified until permit to Mine the property
- obtained Our g, to MiNe€ some of our ;... and probable reserves
affected . there were

for iron

ore or coal may be materially adversely

defects w wue or boundaries In order to obtain leases

Or mining contracts

to conduct our mining operations ON property Where these defects exist

We may = the future have to incur unanticipated costs Which could afrect

adversely ~ OUr  profitability

VI Human capital Risks

Oour profita y could be affected adversely ir W& rai to maintain

satisfactory labor relations

Production in our mMines . dependent upon the efferts  of our employees

We are party to labor agreements With various labor unions that represent

employees at OUr gperations Such labor agreements are negotiated

periodically and therefore We are subject toO the risk that these agreements

may not be able w be renewed on reasonably satistactory terms . = difficult

o predict ~What issues may arise as paq  of the collective bargaining process

and whether negotiations concerning these issues win be successful

es or other

Due to union act employee actions WE could experience

or other disruptions

The USW represents

labor disputes Work stoppages in our production

of coal and minerals that could affect Us adversely

. hourly employees at our U.S won Ore and Eastern Canadian won Ore

owned  and/or by cliffs Or «=  subsidiary

2012

and Hibbing mines in

operations managed companies

except for Northshore Effective  September our Empire and

Tilden mines in Michigan and United Taconite

Minnesota entered into 37-month labor agreements Wwith the USW  that

cover  approximately 2400 USW-represented employees at those mines
Those agreements are efrective through  September 30 2015 Effective
March 2009 Wabush entered into five-year labor agreement with the

USW  that  covers

which = effective
800

approximately 700 hourly employees

through February 28 2014 The UMWA represents approximately

hourly employees at our Pinnacle location in West virginia and our Oak

Grove location in Alabama new five and one-half year labor agreement

with  respect to those mines was entered ino with the UMWA effective

July 2011 through December 31 2016 Approximately 120 hourly

employees at the railroads we OWN that transport products among our

unions The moratorium

facilities are represented by Seven separate ran

as to each of those unions Under the Railway Labor Act

for  pargaining

expired on December 31 2009 since then jveyear agreements have been

reached with six of the ynijons and the moratorium on bargaining expires

as to each on December 31 2014 Negotiations are actively underway

with the remaining union and . . COMMON for bargaining under this Act
to iast  number of years afer the Moratorium has expired before new
agreement = reached With respect to Raiway Labor Act pargaining

cannot occur unti the matter has been mMediated before

work  stoppages

federal mediator On November2l 2012 the USW was cemiea  to

represent €mployees in Bloom  Lake Negotiations will pegin " the first

quarter ©f 2013 . we enter inw NEew labor agreement Wwith any union

that ggnificanty increases our labor costs relatve  to our competitors our
affected

ability '@ compete may be materially and adversely

We may encounter labor shortages fOr eritical operational positions

our abi

which could affect adversely vy 'O produce OUr products

We are predicting long-term shortage of skilled workers for the mining

the available  workers limits OUr ability to atract

industry and competition for

and retan  employees Currently the mining industry = experiencing an
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and maintain

In order to continue to foster growth in Our business

ctabiiy  Of our earnings W& must maintain  our social license o operate

with our stake holders

and consistent

AS  mining company maintaining strong  reputation
operational  @Nd  safety history = vial = order to continue  to foster growth
and maintain stability  in OuUr earnings As sustainability  expectations

increase and regulatory requirements continue 1O evolve  maintaining our

social license to operate DECOMES increasingly important We suive  to
incorporate social  license  expectations in our ERM program OUr abiiy to
maintain  our reputation and sgrong oOperating  history could be threatened

by circumstances outside of our control '+ WE are not able to

including

respond effectively to these and other challenges to our social license

to operate our reputaton could be damaged significanty ~Damage to

our reputation  ©ould afect  adversely ©ur operations ~ 2Nd apbmy to foster

growth ~ our Company

acute  skills  shortage in Australia Canada ®Brazi and other countries n

which we do not have operations currently At our mining locations many

employees are approaching retirement age As

have

of our mining operational

these experienced employees retire W€ may aifficulty  replacing  them

at competitive wages

benefit and pension

Our expenditures for post-retirement obligations

could be materially higher than we have predicted ir our underlying

assumptions  airer frOm actual  outcomes there are Mine closures or

ourjoint venture partners fail to perform the€irobligations that relate to

employee pension plans

We provide defined benefit pension plans and OPEB to certain ecigibie

including ~ our share of

union and non-union employees in North America

expense and funding obligations with respect © unconsolidated ventures

Our pension  expense and our required contributions to our pension plans

are affected direcuy by the value of pan assets the projected and actual

rate of return ON pa, assets and the actuarial assumptions W€ use to

measure  our defined benefit pension plan obligations including the rate

a Which future opligations are discounted

We cannot predict Whether changing mMarket or economic conditions

regulatory ~ changes ©or other factors will increase  our pension expenses

or our funding o©bligations  diverting funds We would otherwise  apply to

other uses

We have -calculated our unfunded pension and OPEB  opligations based

on number of assumptions « our assumptions d0 not materialize as

and costs that WE incur could be materially

expected cash expenditures

Moreover W€ cannot be certain that regulatory changes  win not

higher

increase our obligations t© provide these oy additional benefits These
obligations also may iNcrease substantially = the event of adverse  medical
cost trends or unexpected rates  of eany retirement  particularly  for bargaining
unit retirees reiree  medical cap NAas been negotiated and . effective

2015 Eany retirement

tor those employees WhO retre ater January
rates nkeny Would increase substantially in the event of mine closure
We depend ©On oursenior management team and other key employees

and the loss any of these employees could adversely affect our business

Our success depends in part ON our abiiyy tO attract and motivate our
senior  management and key employees  Achieving this oObjective may
be aimicur due t©  variety Of factors including fluctuations in the giobal
economic and jndustry conditions competitors hiring  practices cost
reduction activities and the effectiveness of our compensation programs
Competition for qualiied personnel can be very intense W€ must continue

to recruit retain and motivate our Senior management and key personnel

.« order to maintain our business and support our projects loss of senior

management 2Nd key personnel  SOUld  prevent us from  capitalizing on

business opportunities ~ and our operating rfesuts  could be adversely affected

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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We have no unresolved comments  from the SEC

ITEM

Properties

Unresolved staff Comments

The tollowing Map shows the locations of our operations and offices as of December3l 2012

TOKYO OFFICE EMPIRE
TILDEN MINE
THUNDERBAYOFF1CE
NORTHSHORE
MINING
HIBBING  TACONITE
UNITED
BEUING  OFFICE TACONIT
CLIFFS SHARED
SERVICES
KOOLYANOBBING
COMPLEX
PERTH OFFICE
General Information about the Mines
A1 of Our iron Ofe mining operations @reé open-pit MiNes that are = production
Additional ;. development = underway at €ach mine as required by long-

range Mine plans At our U.S o, Ore Eeastern Canadian won Ore and

Asia  pacific  won Ore mines ariting programs are conducted . iogicaly

for the purpose ©Of refining guidance related to ongoing operations

Our North  American Coal operations  consist of both underground and

surface mines that are in production oriling programs are conducted
periodically for the purpose  ©f refining  guidance related  to ongoing  operations
CLIFFS NATURAL RESOURCES INC -2012 Form 10-K

CLIFFS
TECHNOLOGY GROUP

WABUSH mINES

B LOO M LAKE MINE

POINTE-NOIRE

MONTREAL OFFICE

TORONTO OFFICE

CORPORATE
HEADQUARTERS

SANTIAGO OFFICE

Geologic models are developed for an mines to define the major ore and

waste rock types Computerized block models for iron ore and cyadgraphic

models for coal are constructed that include i relevant geologic and

metanurgiear  data These are used to generate grade AN (gpnage  estimates

followed  py detailed mine gesign and w. of MiNe gperating schedules
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ITEM Mine Disclosures

safety

The NDEP ,uplished Record of Decision for the Rio Tinto Mine which was

signed ON February 14 2012 py, the NDEP and the EPA On september 27

2012

which was lodged Wwith the U.S

issued

the agencies subsequently proposed Consent Decree

District  Court for the biswict of Nevada

and opened for 30-day public comment on October 2012 Under the

terms of the Consent pecree RTING has agreed to pay $25 mition in

cleanup costs and natural resource damages to the site @Nd  surrounding

area The Companys share Of the total settlement cost Wwhich includes

remedial  action insurance and other oyersight costs = to be

approximately $12 million

Under the terms of the Consent pecree the RTWG win be responsible

for removing MiN€ iailings from mil Creek improving the creek  to support

redband wout and improving Water quaity in min Creek and the East Fork

Owyhee River Previous cleanup projects included ., = old MiNe shafts

ITEM

We are committed t© protecting the occupational health and well-being
of each of our employees safety = One of our Companys core values
and We strive to ensure that safe production is the first griority for an
employees OUr inemal  opjective = tO achieve  zero injuries and incidents
across the Company by focusing  ON proactively identifying needed
prevention  activities establishing standards  and evaluating ~ performance

and the

tO mitigate any Potential 0SS to people equipment production

environment We have implemented intensive employee training that .=
geared toward maintaining high 'eve! of awareness and  knowledge of
safety and health issues . the work environment  through the development
and coordination of requisite information skins  and attitudes WE believe

that through these policies our Company Nas developed an effective

safety management system
Under the Dodd-Frank Act each operator ©f coal or other mine = required
to include certain mine safety results within = periodic reports filed with

the SEC As required included

in 1503a

mine

by the reporting requirements

of the Dodd-Frank Act and Item 104 ©of rRegulaton S-K the required

safety results regarding certain mining safety and health matters for each

of our MiNE locations that are covered under the scope ©f the Dodd-Frank

Act are included w Exhibit 95 of/tern 15 Exhibits and Financial ~Statement

Schedules of this Annual Report On Form 10-K

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K

grading  @nd covering leach pads and iauings @Nd puang  diversion  ditches

NDEP  win oversee

the nearby Shoshone-Paiute

the cleanup With input from EPA and monitoring  from

Tribes of Duck valey

WISCO Arbitration  Our wholy OwNed subsidiary CQIM along with

Bloom Lake General Partner Limited of which we own 75 percent were
named as respondents in an arbitration  claim  fiea by WISCO under
the Ontario Arbitration Act of 1991 WISCO fica the arbitration claim  in

February 2012 pursuant to the dispute resolution provisions of the Amended

and Restated Limited  partnership Agreement and the Shareholders

interests of the parties in

Agreement both of which govern the respective

Bloom Lake The parties negotiated ~ and executed settlement  of the claim

in December 2012 and the arbitral was terminated by mutual

proceeding

consent in January 2013 The terms of the settlement are confidential and

the settlement amount is not material

Mine safety Disclosures
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Related Stockholder

Matters and

Purchases of gquity Securities

Stock Exchange !nformation

Our common  shares ticker symbol OLE are iistea on the NYSE and the

Common Share Price Performance

The (ollowing table sets forth for the periods indicated the high and low sales prices

per COMMON  share

First Quarter
Second  Quarter
Third Quarter
Fourth Quarter

Year

We expect O continue i cash
per share
At February 2013 we had 1436

High
78.85
71.60
50.89
46.50

78.85

dividend to shareholders

shareholders of record

2012
Low
5940
44.40
32.25
28.05

28.05

however

Professional

and Dividends

Dividends
0.28
0.625
0.825
0.625

2.155

the amount of our

Segment

per COMMonN

quarterly dividend

of NYSE  Euronext  Paris

Issuer

share as reported on the NYSE and the dividends declared

2011
High
101.62
102.48
102.00
74.38

102.48

CLIFFS NATURAL RESOURCES

Low
79.15
80.37
51.08
47.31

47.31

win be reduced in the

INC

Dividends
0.14

0.14

028

near term to $0.15

2012 Form 10-K
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ITEM

Selected Financial

Summaryof Financial and Other statistical Data
CLIFFS NATURAL RESOURCES INC AND SuUBSIDIARIES
Financial  data
in wmilions except per share amounts
Revenue from product sales and services
Cost o goods sold and operating expenses
Other  gperating expense
Operating income |oss
Income  |oss from continuing operations
Income  |oss and gain ON sale from discontinued operations net of tax
Net income |oss
Less Income |oss attributable to noncontrolling interest
Net income |pss attributable to ciifts shareholders
Preferred  stock dividends
Income |oss attributable to ciifis COMMON  shareholders
Earnings l0SS per COMMON share attributable to cliffs  shareholders basic
Continuing  operations
Discontinued operations
Earnings l0SS per COMMON  share  auributable to ciiffts shareholders basic
Earnings loss per COMMON share attributable to curfs shareholders diluted
Continuing operations
Discontinued operations
Earnings 0SS per COMMoON share attributable (o Cliffs  shareholders diluted
Totalassets
Long-term obligations
Net cash from operating activities
Redeemable  cumulative convertible  perpetual  preferred ~ Stock
Distributions to preferred  Shareholders cash dividends
Distributions to COMMON shareholders cash dividends
Per share
Total
Repurchases of COMMON shares
Common  shares outstanding basic  millions
Averageforyear
At yearend
iron ore and coal production and sales statistics
tons in milions US iron ore and North American Coal metric tons in milions
Production tonnage U.S won Ore
Eastern Canadian won Ore
Asia Pacific iron Ore

North American Coal
Production tonnage Cliffs share
U.S won Ore
Eastern Canadian won Ore
Sales  tonnage- U.S won Ore
Eastern Canadian won Ore

Asia  Pacific wron Ore

North  American Coal

Data

5872.7
4700.6
1480.9

308.8
1162.5
35.9
1126.6
227.2
899.4

899.4

6.57
0.25

6.32

6.57
0.25
632
13574.9
4196.3

514.5

2.155

307.2

142.4

142.5

Asia pPacific Iron
6.4

22.0

8.5

CLIFFS

2011d
6563.9
3953.0
314.1
2296.8

1792.5

20.1
1812.6
193.5

1619.1

1619.1

11 a1

.48
14541.7
3821.5

2288.8

118.9

289.8

140.2

142.0

ore and Eastern
31.0
6.9
8.9

5.0

7.4
8.6

4.2

NATURAL

4483.8
3025.1
225.9
1232.8
997.4

1019.9

1019.9

1019.9

7778.2
1881.3

1320.0

135.3

135.5

Canadian Iron

28.1
3.9
9.3

3.2

3.3
9.3

3.3

RESOURCES

2009
2197.4
1907.3
70.9
219.2
198.3
6.8

205.1

205.1

205.1

4639.3
644.3

185.7

125.0

131.0

Ore

2.7
8.3

1.7

2.7
8.5

1.9

INC -2012

2008
3485.6
2379.2

205.5
900.9

504.4

4111.3
580.2
853.2

0.2

0.35

36.1

101.5

113.5

4.3
7.7

3.5

11
21.7

1.0
7.8

3.2
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ITEM

Managements Discussion and analysis

of Financial Condition and Results

of Operations

Managements Discussion and  analysis of Financial Condition

statements with narrative from the perspective of management

affect our future results

Overview

cliffs  Natural Resources Inc traces « corporate history back to 1847

Today We are an international mining and natural resources

member of he SP 500

company

Index We are major global iron ore producer
and  gignificant producer  ©f high- and low-volatile metallurgical coal Our
Companys operations ~ are organized according © product category and

geographic location US won Ore Eastern Canadian iwon Ore Asia Ppacific

ron  Qre North American Copal Latin American won QOre Ferroalloys and

our Global  Exploration Group

We have been executing strategy  designed to achieve  scale w the mining
industry and focused on serving the worlds |argest and fastest growing
steel markets in the U.S we operate five iron ore mines in Michigan and
Minnesota five  metanurgical coal mines located w WSt (iginia and Alabama

and one thermal coal mMine located in West virginia W€ also operate two

iron ore Mines in Eastern Canada Our Asia Pacific operations consist

solely of our Koolyanobbing iron ore mining complex in Western — australia

as of December 31 2012 Our 50 percent interest in Cockatoo

equity

Island an iron ore mine and our 45 percent economic  interest ~ Sonoma

coking and thermal coal mine also were included in these operations

through their sale dates in the nra and fourth quarters
w AmapZ
approved =~ December

major chromite

respectively n

Lain  America W€ have interest Brazilian iron ore

2012 and

project that advanced to

30 percent
operation the sale of which our board

in ontario Canada We have

the feasibility study stage of development in May of 2012 n addition our
Global  Exploration Group = focused on early involvement I exploration

activities tO jdentiry New world-class projects for future development or
projects  that add significant value to g icing operations OUr capital
allocation strategy = designed O prioritize @' potential uses of future cash
flows manner that is most meaningful  for shareholders While W€ plan

on ysing future cash flows to reduce debt over time we also intend to

deploy capital 'O finance organic growth Maintaining ~ financial  fiexibiliy  aS

the business cycle .

commodity pricing changes throughout = imperative

to our gpiiy to €Xecute our gstrategic initiatives

The key driver of our business .« giobal demand for steelmaking faw

materials in both developed and emerging economies with  China and

the WO 5, gest Mmarkets ror our Company 'n 2012
709  minion

the U.S representing

China produced metric tons of crude gteel or

47

approximately

approximately percent of total giobal Crude steel production whereas

89 milion metric tons of crude steel or

These

the U.S produced approximately

about percent of total crude steel production figures represent an
approximate

over 2011

percent and percent increase in crude steel production

respectively

Global crude steel production continued facing

to grow in 2012
decreased

despite

challenging ~ €CONOMIC  headwinds including year-over-year

pace of €CONOMIC  growth and poitical uncertainty = China as wen as the

widely reported fiscal issues in both the U.S and the European Union

AS  result these pojenges  resulted in  volatle  Licino environment  for

steelmaking raw materials Which directly  impacted our 201 performance

puring 2013 We expect year-overyear steel  production to rise in both

the U.S and in China Chinas growth win be predicated on continued

urbanization and the consequent demand for housing @and durable goods n

and Results of operations

on our financial

reader of our financial

MDA = designed t© provide

condition results of operations liquidity and other factors that may
the U.S steet demand = expected to increase duU€ tO  geadiy  recovering
housing Mmarket and improving demand for automotive products In addition
domestic geer demand should benefit from increased investment . the
on and gas industry
We continue to expect that Chinese  steel production  win outpace the growth
in Chinese iron ore production which wu  face increasing production costs
due primarily t© diminishing iron ore grades and ,sing wages Chinese
ron ore while abundant lower grade containing less than har of
the equivalent iron ore content than ore supplied by Australia and Brazil

The giobal price Of iron ore i influenced heavily by Chinese demand and

the decrease in 2012 of spot Market prices reflected economic growth

in China weakened demand from Europe political  uncertainty

global

and supply ©f NEW iron Ore won ore spot prices Stabilized in the fourth

quarter  at level well above

iron  ore demand  continues

nistorical averages indicating that giobal

The world

to outpace global iron Ore supply

market benchmark utilized in our sales contracts

that .= MOSt commonly

= the Platts 62 percent which has reflected twis trend

The Piats 62

Fe fines pricing

Fe fines price decreased 23.1 to an

percent spot
per ton in 2012 The gpot

percent

average price of $130 price volatility  impacts

our realized revenue rates paricularly w our Eastern Canadian won Ore

and Asia Pacific ron Ore business segments as the related contracts are

correlated heavily to world benchmark spot pricing However the impact

of this yolauiy ON our U.S won Ore revenues « muted gignuy because

the | icing " our long-term contracts = mostly structured o be based on
12-month . erages ending August 31 Wwith SOME jncuding contracts  that
established annual price collars Additionally contracts often are priced
partially ~Or completely on other indices instead of world benchmark prices

puring 2012 capacity  utilization among North American steelmaking
racitiies  improved t© an  guerage annual rate of about 75.2 percent when
compared to the average annual rate of 74.4 percent in 2011 despite

diminishing capacity in the Jater hat of the year Both the automotive

industry and the growth of the shale gas industry supported U.S steel

demand in 2012 demand ror our products

providing ~ Sources  of healthy
Metallurgical ¢o0al prices are influenced heavily by European Japanese
and chinese  demand which . declined from ievels reached w 2011 The
decline « demand resulted  decreased low-volatile hard  _oing €02l gpot
prices from an average of $292 per ton w 2011 w an average of $191  per
ton in 2012 The spot price volatity impacts our realized revenue rates
for our North American Coal business segment

Our consolidated  revenues  for the year €nded December 31 2012 decreased

to $5.9 piion With net loss from  continuing operations per diluted share
of $6.57 This compares with revenues of $6.6 uinion with net income
for the comparable

31 2012

from continuing  operations  per diuted  share of $1 34

period in 2011 Revenues during the year ended December

were impacted primarily by the decrease in market pricing throughout

2012 in comparison 1O the nistoricany  high prices ©of 2011  Earnings were

adversely impacted by impairment charges establishment of valuation

allowances against certain deferred tax assets and higher spending Wwhich

WEre artany offset py total increased iron ore and coal sales volumes at

most of our operations around the world

CLIFFS  NATURAL RESOURCES INC -2012 Form 10-K
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ITEM Managements of Financial

Discussion and analysis

Growth  sirategy

Through number  of strategic acquisiions ~ ©Xecuted over recent years

we have increased significantly ©Yr portfolio ©f asSsetsS enhancing our

profie 2N growth pipeline OUI capia  Allocation strategy

production project

- designed t© prioritize @mMONg = Ppotential uses of future cash flows in

manner that .. MOSt meaningful ror shareholders We an on using
future cash flows to develop organic growth projects and to reduce  debt
overtime  maintaining financial flexibitity @ commodity pricing changes

tO our abity 'O execute our

throughout the business cycle = imperative

strategic initiatives

As We continue to expand our operating scale and geographic presence

as an international mining @Nd nawral  resources company ~We have  shitted

to one that

our strategy "M  merger @Nd  acquisition-based strategy

primariy  focuses  ON organic growth and expansion ~initiatives  OUr focus .
investing = the expansion ©f our S€aborne ion ore production  capabiites
driven py our belief the constructive long-term  outlook  for the seaborne

won ore Market Throughout 2012 we continued  to make investments

Bloom Lake our large-scale ~ S€@POrNe ron ore growth project " Fastern

Canada Maximizing Bloom Lakes production capabilities represents  an

opportunity to create  significant shareholder  value \We expect the Phase

expansion at Bloom Lake to meaningfully enhance our future earnings

and cash flow generation DY increasing sales volume and  reducing  unit

ramp-up has made meaningful

operating COStS OUr production progress

Recent Developments

Maintaining ~ financial flexibility aNd  preserving  OUr investment-grade credit
are important elements of our strategy to resume the Phase

profile

expansion at Bloom Lake Our strategic €mphasis 0N financial flexibility

credit ratings is driven py recent volatlity N

and our investment-grade

iwon  ore prices @nd the capiar  intensive nature of the Phase expansion
combined  with the increased mining development costs W€ expect during
construction We believe that by reducing debt lowering our dividend
to enable investing the majority ©Of our future Cash flows in the Phase
expansion  solidifying access to our primary source ©f liquigity  disposing
of non-core assets and refinancing = Nearterm  debt maturiies We win be

position to resume the Phase and accelerate the

in  strong expansion
realization of Bloom Lakes ggnificant earnings potential
Our Board o Directors recently approved eduction to our quarterly cash

dividend to $0.15 per share Our Board of Directors

rate py 76 percent

tooK this step '™ order to improve the future cash flows available for

investment  in the Phase expansion at Bloom Lake as well as to preserve

our  jinvestment-grade credit ratings

On rebruary 2013 We received unanimous support from our lenders to

suspend the totar Funded Debt to EBITDA jeverage ratio for a quarterly

w 2013 within the amendment Wwe wu add temporarily

reporting periods

total  capitalization and minimum  tangible Mt worth covenant dguring these

periods WE believe this proactive  measure provides financial nexivitity

as We invest inthe Phase expansion at Bloom Lake and reinforces  our

commitment to maintaining an investment-grade credit rating « also

demonstrates the favorable relationships and transparency we have with

our lenders

Business segments

Our Companys  primary operations are organized and managed according '©

i Canadian
and geographic location U.S won Ore Eastern

Ore North American Coal Latin American ion

product category

won Ore Asia Pacific tron

Ore Ferroalloys and our Global Exploration Group Latin  American ron

Ore Ferroalloys and our Global  Exploration Group  operating segments

CLIFFs NATURAL RESOURCES INC 2012 Form 10-K

Condition and

Results  of Operations
despite SOmMe of the operational challenges experienced during the year
n 2012 We also made gnicant progress  in the construction of Bloom
Lakes Phase concentrator mill Despite this progress the years volatile
pricing ~ €Nvironment  drove us to delay components of Phase iis construction
activities and planned startup date
We also own additional development properties known as Labrador Trough

South located in Quebec that poentiany could allow us tO |everage Parts

of our existing infrastructure in Eastern Canada to sypply additional iron

ore into the seaborne market in future years developed

Our chromite  project located Northern  Ontario represents aN attractive

diversification opportunity tor us We advanced the project t0© the feasibility

study stage ©f development in May or 2012 We expect tO buid further — on

the technical and economic evaluations developed n the prefeasibility study

stage @nd improve the accuracy of cost estimates to assess the economic

viabilty ~Of the project which work necessary before W€ can advance

to the execution stage Of the project 'n addition to this Jarge greenfield

project our Global Exploration Group expects to achieve — additional growth
through early involvement in exploration and development actvities by
partnering With  junior mining COMpanies various parts ©of the world This
potentially provides us With low-cost  entry points to increase gignificanty

our reserve base and growth production profile

On December 27 2012 our Board or Directors authorized the sale of our

interest in the AmapAE joimt venture  located in Brazil

we made

30 percent During

determination that the value of our Amap/

this  process

interest needed to be agjusted to reflect  the fair value of our investment

we recorded
31 2012

in Amap/ZE We eliminated
there and €enabled s to focus the investment

Subsequently non-cash impairment charge of $365.4 million

in our December financial statements By disposing of our

interest the potential for incurring further losses

of future cash flows on the

Phase expansion at Bloom Lake

On December raised $500.0 minion dollars in

2012 we successfully

public senior notes with an annual interest rate of 3.95 percent and

maturity date . 2018 We used the net proceeds t© pay off $325.0 mition

in private Placement notes Which were higher cost and maturing ™ 201

and 2015 We used the remainder of the net proceeds to pay down

credit faciliy and term loan

portion ©of our revolving

On November 12 2012 we announced that we finalized the sale of

our 45 percent €conomic interest in the SONOMa coal Mine located in

Queensland Australia to OUF join venture  partners We divested  our

interests in the SONOMA mine aiong With our ownership of the arfiliated

wash  plant We received  approximately AUD$1 41 .0 mition in net cash

proceeds ypon the close of the transaction

do not meet the ecriteria for reportable segments Sonoma Wwhich was

sold in the fourth quarter ©f 2012 previousy WAaS reported through our
Asia Pacific  Coal operating  segment which did not Meet the criteria for
reportable  segment
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ITEM Managements

Reconciliation of our iNCOMe tax attributable to

continuing  operations

In Millions

Tax a U.S statutory rate of 35 percent
Increases/Decreases due to
remeasurement

Foreign exchange

Non-taxable loss income related to nponcontrolling interests

Impact ©Of tax law change

Percentage depletion in excess of cost depletion

Impact ©f foreign operations
Income  not subject to tax

Goodwill i pairment

Non-taxable hedging income
State  taxes net
Manufacturers  deduction

Valuation allowance
Tax uncertainties

Otheriterns-net

Income  tax expense

in 2012 our income tax expense
to 2011 The

decreased py $151.8 mition compared

reduction in income tax

is due primarily to sig cant

decrease in our giobal pre-tax book income combined with the impact ©Of

consistent permanent book tax differences such s percentage depletion

on decreased giobal pre-tax book income as compared tO the rior year

This reduction = offset however significant items that occurred

by other

throughout  the [, We  conciuded that . was not MOre e than not that

the deferred tax asset related to the Alternative Minimum Tax Credit would

be utitized  and wi  valuation  allowance in the amount of $226.4 milion

was recorded in the fourth guarter Annually  in the fourth quarter we
evaluate our jong range INCOME forecasts as tis |ong range forecast
critical data point the Company updated == evaluation of « Alternative
Minimum  Tax Credit ;i yforward concluding wn valuation  allowance

WaS required to state the credit at « net realizable value

Additionally currency  elections made during 2012 impacted the

remeasurement of deferred  tax assets and abilities eguiting iIn et tax
expense of $60.5 million gnayy  the book  goodwill impairment related
to the Bloom Lake |, iing unit in the amount of $997.3 million s

non-deductible for tax purposes and as result no tax benefit has been

recorded  for this charge

The MRRT . . Was passed by the Australian Senate on March 19

2012 and received Royal Assent on March 29 2012 thereby enacting the law

The MRRT commenced on sury 2012 and proadly @iMS to tax existing

and future  iron ore and coal projects at an effective tax rate of 225

percent

As resut  of the based on valuations and modeling carried

asset Wwas

legislation

out ON our Australian projects the starting base deferred tax

determined  , be $357.1 miion WE determined  that this deferred tax 8sset

was not realizable based upon updated |ong-range income forecasts and

as result wn valuation was established The net impact of

MRRT to the resuns

based on current

allowance
of operations for the wn  year = NOminal

of the MRRT We expect that

Additionally

estimations this tax wm have

NO effect  ON our INCOME tax expense for the we oOf our current Australian

mining operations

See NOTE 15 |INCOME TAXES ror further information

Equity Income | ggs from ventures

Equity loss from ventures for the year ended December 31 2012 ¢

$404.8 milion compares to equity income from ventures for the o,

ended December 31 2011 of $9.7 million The gquity loss from ventures

for 2012 . comprised primarily of an impairment  charge ~ Of $365.4 milion

ownership in Amapa
approved =~ December 2012 We coxpect

related to our 30 percent interest the sale of which

the board the sale to close dung

Discussion and

computed

PART .

Analysis of Financial Condition gnd Results of Operations

at the U.S federal statutory rate = as follows

2012 2011
176.6 766.7
62.3 62.6
61.0 63.6
357.1
109.1 153.4
65.2 44.0
108.0 67.5
202.2
32.4
7.3 7.5
4.7 .9
634.5 49.5
148 17.7
1.7
85.9 407.7

the ws nar of 2013  Aagditionally our equity loss consisted of our share

of operating losses  of $31.4 milion for the ., ended December 31
2012 compared with  operating income of $32.4 milion for the Same
period » 2011 Amap/Es equity loss from operations = 2012 . awibutable

primarily '© our share of settlement charge taken in the third quarter of

2012 for the termination of transportation agreement that resulted in

$10.2 million loss and $5.5 million adjustment related to tax credits that

We were determined would not be realizable additionally although sales

volumes exceeded  the .ior year Sales margin WAaS lower primarily as

resut  of decreases in market pricing and sales mix The equity iNcome

from Amapa for the (., ended December3l 2011 was offset partany by

the impairment of $1 91 recorded on our investment in AusQuest

million

in which a« December3l 2011 we had 30 percent ownership interest

Income |Loss and Gain on Sale from Discontinued

Operations net of tax

Income  |oss and gain on sale from discontinued operations net of tax

comprised ©of the gain ON the sale of Sonoma the loss on the operations

of the 45 percent economic interest in SOnoma

12 2012 and the
production
of $38.0 million

November

through the sale on

November loss oOn the operations at the renewaFUEL

biomass taciity ~The sale of SONOMAa resulted in  net gain

that was recorded upon of the sale on

12 2012 The Sonoma jui.. venture

the completion

operations resulted in

net loss of $2.1 million and net iNncome of $38.6 million for the years ended
December 31 2012 and 2011 respectively The change in operations
year-over-year mainly = attnbuted to unfavorable sales price and mix

The renewaFUEL resulted loss of $0.1 million for the

operations year
ended December 31 2012 compared to loss of $18.5 million net of
$9.2 million in tax benefits for the year ended December 31 2011 which
included $16.0 mition  impairment charge taken to write dOWN the
renewaFUEL assets to fair value

Noncontrolling Interest

Noncontrolling interest primarily = comprised of our consolidated but

owned ies at Bloom Lake

less-than-wholly subsi and the Empire mining

operations Bloom Lake experienced net loss of $1147.9 million of
which $252.0

2012

million Was attributable to the noncontrolling interest in

compared to net income during 2011 of $186.8 million of which

interest This net loss in

of $997.3 million of Which

$56.9 ~ million was atributable to the noncontrolling
2012 was driven
$249.3 minion

by an impairment of goodwill

was allocated to the interest This would not

noncontrolling

have impacted earnings comparably in 2011

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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ITEM Managements Discussion  and ., ysis of Financial

Our jong-term  outlook remains stable and WE are focusing ©ON our growth

with sustained investment  our core businesses 2012

facilities w North America remained

projects Throughout

capacity  utilization

among steelmaking
steady We

expect Modest growth from the U.S economy sustaining

healthy business inthe U.S Crude swel production and ion ore imports

in Asia continue demand for our products in the seaborne

to generate

market the economic  environment w which

We are continually monitoring

W€ operate = an effort to take zgyantage ©f opportunities presented by

the markets for our commodity-driven business

Based on current mine plans and to future  iron ore and coal

in 2013

subject prices

We expect estimated operating cash flows to be less than our

budgeted investments and debt

dividends

capital  expenditures expected payments

and other cash requirements Refer to OUtloOK for additional

guidance regarding  expected futre  results including Projections 0N pricing

sales volume and production  for our various businesses

Our U.S operations  aNd our financing ~ arrangements  provide  sufficient

liquigity and consequently we do not need to  cparriate earnings from our

foreign operations however . W€ repatriated these earnings Wé would

be subject to income tax Our ys cash and cash equivalents balance  at

December 31 2012 was $168.4 iion or approximately B63 percent of
our consolidated  iota1 cash and cash equivalents balance  of $1952  milion
Historically we have been aple to rase additional capiai  through  private

financings and puplic debt and equity offerings the bulk of which to

date have been U.S.-based Aadditionally as of December 31 2012 and

December31l 2011 we had avaiable borrowing  capacity ©f $504.9 minion
and $1 .7 bilion respectively under  our $1.75  pition U.S-based o qing
credit . .., due to current covenant restrictions u the demand from
the U.S and Asian economies weakened and pricing deteriorated for

prolonged period W€ have the financial and operational flexibility to reduce

production delay capital expenditures sen assets and reduce overhead

costs  to provide liquidity in the absence of cash flow from operations

We have  implemented global exploration ~program Wwhich  « inegrai  t© our

growth  syrategy aNd = focused on onuing  @Nd capturing  NEW  projects

for future development ©OF projects that add . value to existing

operations Our Global  Exploration Group = expected tO© provide us With

reserve additions  globally and

» 2013  Throughout 2012

involvement in

opportunities for significant future potential
approximately $25

$83.3 minion

W€ expect to spend million

we have spent approximately related to our

exploration  activities which comprised ©of both exploration expenditures

and net investments In addition our Ferroalloys operations are in the

feasibility stage ©f the development of our chromite project in Northern

Ontario  and we expect to spend approximately $60 miion in 2013  on

engineering and (easibility studies as well as on other environmental and

exploration activities n 2013 we have

$72.9 m

Throughout 2012 spent approximately

on related to those

activities for this operating segment

Investing Activities

Net cash activities was $961 s
with  $5304.4 million for the
in May 2011

Thompson  for net

used by investing
2012

in 2011 significant

million for the year

ended December31l compared

comparable period activity occurred

as WE completed our acquisition ©of Consolidated

acquisition price ©of $4423.5 million n addition we purchased the
outstanding Consolidated Thompson senior  secured notes  girectly from
the note holders for $125.0 million including ~ accrued and unppaid interest
We aiso had capiar  expenditures of $1127.5 minion and $880.7 milion
for the yegrs ended December 31 2012 and December 31 2011
respectively As we remain  focused ON organic growth and expansion
our mMain capital focus has been on the construction of the Bloom [ agke

at the Bloom

Phase operations On the ramp-up and expansion projects

Lake mine we have g, ot approximately $574 miion and approximately
$165 milion during the o, ended December 31 2012 and 2011
respectively Although dependent ©On market conditions which could
impact timing ©f completion of Phase . W€ expect total capital spend
related to the ramp-up and expansion projects at the Bloom Lake mine
to be $900 mition during 2013 and 2014

CLIFFs NATURAL RESOURCES INC -2012 Form 10-K

Condition and Results

of Operations

" addition other major capital projects throughout

expansion projects at our Koolyanobbing

ramp up t© bring our Lower War Egagle mine o

Oak Grove mine that incurred

of 2011

and upgrades to our

damage during the second quarter

The completion of the expansion project at our

2012 and 2011

Empire and Tilden

production and

significant

included
mines the
repair

tornado

Koolyanobbing mine has

increased  production capacity O approximately 11 million metric tons

year The expansion project required capital investment  of $207 million
of which approximately $37 minion and $170 minion was spent " 2012
and through 2011 espectively  Extending the existing production  capacity

at our Empire Mine and increasing production capacity at our Tilden mine

" Michigans Upper Peninsula required an investment of $53 minion and
$140  minion  Guring  the year ended December 31 2012 and through
December 31 2011 respectively

In order to pring Lower War gagle mine high-volatile metallurgical coal
mine «» West viginia e production  guring 2012 W€ spent approximately
$40 mimion and $41 minion of capital for the year ended December 31
2012 and through December 31 2011 respectively ~ AS  resut  Of the
significant tornado damage to the gpove-ground operations ~ at our Oak
Grove mine during the second quarter of 2011 WE completed $58 million
capital project to .cpar the damage of which $12 minion and $46 minion
was spent in 2012 and 2011 (espectively

W€ aaamonany  spent approximately ~ $329 minion and $314 miion
on expenditures related 1O g gtaining  capitar 2012 and 2011 respectively

Sustaining capital spend includes environmental

and health

infrastructure

mobile

equipment  safety fixed equipment quality

n alignment ~ With our strategy to focus on organic growth and expansion
initatves  and  based upon our jong-term outlook We anticipate total
cash used ror capital expenditures in 2013 to be approximately $800
$850 million This . comprised ©f gustaining capital expenditures for an
of our operations and growth and productive capital expenditures related

to Bloom Lake mines expansion to increase processing

Financing Activities

Net cash provided by financing actvities during 2012 was
compared to $1975.1 milion  for the comparable period
flows provided by financing  activities during 2012  included
in net proceeds from the issuance of the $500.0 million
completed through public  offering in December 2012

notes  orrering ~ Was

and $55.0

net proceeds from the senior
2012 to

the $270.0 minion million

repay

placement senior notes and also (or the repayment of

borrowings outstanding under the term loan

credit In  addition we had net porrowings and

of $325.0

facility

the revolving credit iacility million and

venture partners resulted in net cash receipts

the proceeds from  financing  activities n 2012 were dividend

and $124.8 minion
distributions of $118.9

2011

$307.2 for term loan

million repayments

to dividend and term loan

$278.0 minion

million

during

w March 2012 our board of directors

to $0625 er share The

increased the
quarterly

dividend py 123 percent increased

New rate was paig on June

outstanding

faciity and the
repayments
cash cans

of $95.4 million

capabilities

$119.6 million
in 2011 cash
$497.0 minion
senior

notes

portion Of the

used on December 28

private
portion ©Of the

revolving
under
from our joint
Offsetting
distributions of
This  compares

repayments of

common share

dividend 4 the

2012 August 31 2012 and December

2012 to shareholders of record as of the close of business on aprii 27
2012 August 15 2012 and November 23 2012 respectively During the
first quarter ©f 2013 the board of directors approved reduction  to the
quarterly dividend to $0.15 per share

Additionally €ash flows from g cing  activities in the comparable period
in 2011 included  $998.1  milion = net proceeds from the issuance o two
tranches of senior notes in the aggregate principal amount  of $1.0 piion
completed w March and apri 2011  « additon We borrowed $750.0  million
under the pridge ecredit facitiy and $1 250.0 minion under the term loan
in May 2011 and incurred $38.3 miion and $8.7 million respectively of

issuance costs related to the execution and funding

of each arrangement
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ITEM Managements

Outlook

n 2013 We anticipate the end markets for our products © 'Main  heaithy

primarily driven py, Chinas continued demand for steelmaking rfaw materials

We expect our global iron  ore sales to be

40 minion

relatively flat year OvVer year 2t

approximately tons Wwhile the recent iron ore spot price reached

$159 per ton  new 2-month high W€ expect pricing for the commodities

We sen to remain volatie Due to this expected volatitity and for the purpose

of providing full-year  OUtlOOk WE wil utlize  the year-to-date average

U.S 1ron Orel

Revenues  Per Ton $115
Sensitivity Per Ton 1 - $10
The year-to-date/ron ore price Of $150 per ton = the average 62 percent Fe seaborne
to-date  average iron ore prce and the related  sensitivities  for OU regpective iron ore
U.S ron Ore tons are reported in long tONS
Eastern Canadian Iron Ore tons are reported w mewic tons FOB  easiem Canada
roa pactiron 06 s we rpones o mowe tons FOB e pon

U.S 1ron Ore 2013 Outlook Long Tons

For 2013 our expected sales and production volumes in U.S won Ore

are 20 minion tons

The U.S won Ore revenues-per-ton  sensitvity  included witin  the 2013 revenue

sensitivity summary table above also includes the following assumptions

2013 North American blast furnace utilization 70 percent

of approximately

2013 average Mot rolled steel  pricing of $650 per ton

Approximately 50 percent o©f the expected 2013 sales volume . linked

to seaborne iron ore pricing

in addition  the revenues-per-ton sensitivity also considers various contract

provisions  lag-year adjustments and pricing caps and floors contained
in certain supply agreements Actual realized revenue  per ton for the
year will depend ©ON ion ore price changes customer miX production

input costs and/or steel prices an factors contained in certain of our
supply agreements

Our ruiyear 2013 U.S ion Ore cash-cost-per-ton expectation - $65
$70 Cash costs per ©©N are anticipated t© P€ signhuy higher year over year
primarily due to less fixed-cost |everage as the resutt of lower expected
full.year  sales  volume  pepreciation depletion and amortization for run-
year 2013 . expected to be approximately $6 per ton

Eastern Canadian Iron Ore 2013 Outlook Metric Tons
F.0.B Eastern Canada

For 2013 We are maintaining our ful-year sales volume expectation of
9-10 milion tONS Full-year production volume s also expected to be
9-10 milion tons

The Eastern Canadian won Ore revenues-per-ton sensitivity = included

within the 2013 above  Full-year 2013
Canadian 1on Ore - expected to be $100

to be $85  $90

revenues-per-ton sensitivity table

cash cost per ton in Eastern

$105 Cash cost per ton at Bloom Lake Mine . expected
and amortization

2013

Depreciation depletion - expected to be approximately

$20 per ton for fuiyear

Discussion

2013 Realized

iron ore fines

business

PART .

and  analysis of Financial Condition and Results of Operations

62 percent Fe Seaborne ion ore spot price as ©f January 31 2013 which

was $150 per ton C.,ER China as base price

assumption for providing

our ruiyear 201  revenue per tori  sensitivities for our iron ore business
segments With $150 per ton as base price assumption for full-year
2013 included in the table below . the expected revenue-per-ton range

for the Companys iron ore business sensitivity

segments and the perton

for each $10 per ton variance from the base price assumption

Revenue Sensitivity Summary411
Eastern Canadian Iron Ore13 Asia Pacific Iron Oreldl
$120 $120 $125 $125 $130
1- 34 1- $9 1- 39

as of january 31 2013 We expect

periods

price CFR  China to update e year-

segments in future reporting

Asia Pacific Iron Ore 2013 Outlook Metric Tons F.O.B

the port

OUr uinyear 2013 Asia Pacific ron Ore expected sales and production

volumes are approximately 11 minion tONS The product mix = expected

to be approximately nair lump and narr fines iron Ore
The Asia pPacific ron Ore revenues-per-ton sensitivity = included Wwithin the
2013  revenues-per-ton sensitivity table above Full-year 2013 Asia Pacific

ron Ore cash cost per ton = expected '© P€ approximately $70 $75

the previous years cash costs due to the absence

slightly higher than
= volume  sol in i weighted-
of the low-grade I Id 2012 which had lower ghted
amortization  to
average COsSt We  anticipate  depreciation depletion ~ and
i full-year
be approximately $15 per ton for 2013

North American Coal 2013 Outlook Short Tons F.O.B
the mine

Our (uiyear 2013 North American Coal expected sales and  production

volumes are approximately milion tONS Sales volume MiX = anticipated  to

be approximately 67 percent low-volatile metallurgical coal and 25 percent

high-volatile coal Wwith thermal coal making up the remainder

metallurgical

Our uiyear 2013 North American Coal revenue-per-ton outlook = $110

s1 15 We have approximately 70 percent ©Of our expected 2013 sales

volume committed and priced at approximately
to be $95

short ton at the
111 per

$100

due to the improved operating

mine Cash cost per ton = anticipated lower than 2012s

full-year Cash costs performance

primarily

Full-year 2013  depreciation depletion and amortization = expected to be

approximately $16 per ton

CLIFFs NATURAL RESOURCES INC -2012 Form 10-K
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ITEM Managements Discussion and 4, ysis of Financial Con N and Results of Operations
The (oiowing table provides summary of our 2013 guidance for our four business gegments
2013 Outlook Summary
u.s Eastern Canadian Asia Pacific North American
Iron oreihi Iron Oreiz Iron Orel Coaldi
Sales volume million tons 20 10 11
Production  volume million tons 20 10 11
Cash cost per ton $65  $70 $100  $105 $70  $75 $95  $100
DDA |, ton $6 $20 $15 $16
US on Ore tons  are reported ™ long tONS
Easen  Canadian iron Ore tons ae repoted ™ metric tons PO Easem  Canada
hsia  Paciicion  Ore tons  ae repored w metic  tons FOB  the por
North ~ American  Coal tons are reported in short tons FOB e mine

SGA Expenses and Other Expectations

Full-year 2013 SGA expenses are expected to be approximately We expect OUr runyear 2013  depreciation depletion and amortization to
$230 million decrease of pearly $60 miion from 2012 The decrease be approximately $610 million

= orimarily driven by continued focus to reduce overhead costs

To support future growth projects  our full-year cash outflows  expectation 2013 capital Budget Update and Other Uses of Cash

= approximately $85 minion This = comprised ©of approximately $25  mitiion

related to exploration and approximately $60 miion related to completing We  are increasing our 2013 capital expenditures budget to $800
the feasibility stage ©f development for our chromite project = Ontario $850 minion from our previous expectation of $700 $800 mition due to
Canada We indicated  that negotiations with the Government of Ontario additional investments . our Eastern Canadian won Ore business segment
regarding key elements of our chromite project have slowed and ks are The run-year capital  expenditures  are comprised  of approximately ~ $300 mitiion
being suspended during the provincial government transition We remain with  the remainder comprised of growth productivity improvement and
prepared  to resume these discussions ~ when Ontarios NEW jeadership license o operate  capital

in position

Recently Issued Accounting Pronouncements

Refer to NOTE BUSINESS SUMMARY AND SIGNIFICANT  ACCOUNTING POLICIES  of the consolidated financial  statements  for  description  Of

recent  accounting pronouncements  including the respective  dates oOf adoption and effects ON resuits  of gperations  and financial condition

Critical Accounting Estimates

Managements discussion and apalysis Of financial condition and resuits Revenue Recognition

of operations = based on our consolidated financial statements which

have been prepared in accordance with GAAP  preparation of financial

statements  requires Management to Make assumptions estimates U.S Eastern Canadian and Asia Pacific Iron Ore
and judgments that affect the reported amounts of assets iabiities Provisional Pricing Arrangements
revenues costs and expenses and the related disclosures  of contingencies
Management bases .. estimates 0N various assumptions and mistorical Most of our U.S won Ore g erm  supply agreements are comprised
experience  Which are believed to be reasonable however due to the of base price with annual price adjustment factors SOmMe of which are
inherent  nature  of estimates actual results  may differ  signicanty due to subject to annual price collars . order to limit the percentage increase  or
changed  conditions or assumptions On regular basis management decrease . prices for our N ore pellets  during any given year The base
reviews  the ,ccounting policies assumptions estimates and judgments price = the primary component of the purchase price for €ach contract
to ensure that our financial statements are fairy presented w accordance The inflation-indexed  price adjustment factors are jhegral to the iron ore
with  GMP However because future events and tweir effects cannot be supply contracts and .. based on the agreement but ypicay include
determined  with certainty actual resuts could aiffer from our assumptions adjustments based upon changes in benchmark  ahd international ejet
and estimates and such differences could be material Management prices and changes in specified Producers Price |ndices including those
believes that the following critical accounting estimates  and judgments for = commodities  industrial commodities  energy and steel The pricing
have significant impact ON our financial statements adjustments generally operate = the same manner with each factor (ypically
comprising portion ©f the price adjustment although the weighting of

each factor varies based upon the specific terms of each agreement In
most cases these adjustment factors have not been finalizea at the time
our product = sold n these cases W€ nhistorically have estimated the
adjustment ~ factors at each  reporting period based ypon the best ira-party

information available The estimates are then agdjusted to actual when the

information has been finalized

CLIFFS  NATURAL  RESOURCES INC -2012 Form 10-K
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PART Ii
ITEM 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations
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PART .

ITEM Financial Statements and Supplementary Data
Statements of Consolidated Operations
ciliffs Natural Resources Inc and Subsidiaries
Year Ended December 31
In Millions Except Per Share  Amounts 2012 2011 2010
REVENUES FROM PRODUCT SALES AND SERVICES
Product 5520.9 6321.3 4218.5
Freight and venture  pariners cost reimbursements 351.8 242.6 265.3
5872.7 6563.9 4483.8
COST OF GOODS SOLD AND OPERATING EXPENSES 4700.6 3953.0 3025.1
SALES MARGIN 1172.1 2610.9 1458.7
OTHER OPERATING  INCOME EXPENSE
Selling general aNd administrative  gypenses 282.5 248.3 171.7
Exploration costs 142.8 80.5 33.7
Impairment of goodwill and other |ong-lived assets 1049.9 27.8
Consolidated Thompson acquisition costs 25.4
Miscellaneous net 5.7 67.9 20.5
1480.9 314.1 225.9
OPERATING INCOME LOSS 308.8 2296.8 1232.8
OTHER INCOME EXPENSE
Gain  ON acquisition ©f controlling iNterests 40.7
Changes " fair value of foreign currency contracts net 0.1 101.9 39.8
Interest  expense net 195.6 206.2 59.4
Other non-operating income expense 2.7 2.0 12.5
193.0 106.3 33.6
INCOME LOSS FROM CONTINUING OPERATIONS BEFORE INCOME TAXES
AND EQUITY INCOME | OSS FROM VENTURES 501.8 2190.5 1266.4
INCOME TAX EXPENSE 255.9 407.7 282.5
EQUITY INCOME | OSS FROM VENTURES 404.8 9.7 13.5
INCOME | OSS FROM CONTINUING OPERATIONS 1162.5 17925 997.4
INCOME LOSS AND GAIN ON SALE FROM DISCONTINUED  OPERATIONS
NET OF TAX 35.9 20.1 22.5
NET INcOME LOSS 1126.6 1812.6 1019.9
LESS INCOME LOSS ATTRIBUTABLE TO NONCONTROLLING INTEREST 227.2 193.5
NET INCOME | OSS ATTRIBUTABLE TO cuLFrs SHAREHOLDERS 899.4 1619.1 1019.9
EARNINGS | 0SS PER COMMON SHARE ATTRIBUTABLE TO CLIFFS
SHAREHOLDERS BASIC
Continuing operations 6.57 11.41 7.37
Discontinued operations 0.25 0.14 0.17
6.32 11.55 7.54
EARNINGS LOSS PER COMMON SHARE ATTRIBUTABLE TO CLIFFS
SHAREHOLDERS DILUTED
Continuing ~ operations 6.57 1.34 7.32
Discontinued operations 0.25 0.14 0.17
6.32 11.48 7.49
AVERAGE NUMBER OF SHARES |N THOUSANDS
Basic 142351 140234 135301
Diluted 142351 141012 136138
CASH DIVIDENDS DECLARED PER SHARE 2.16 o.84 0.51
The accompanying notes are an igegral  part Of these consolidated financial statements
cLIFFs NATURAL RESOURCES INC -2012 Form 10-K
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ITEM Financial Statements and Supplementary Data

Statements of Consolidated Comprehensive Income

ciiffs Natural Resources Inc and Subsidiaries

In Millions

NET INCOME LOSS ATTRIBUTABLE TO cLiFrs SHAREHOLDERS
OTHER COMPREHENSIVE INCOME LOSS

Pension and OPEB |i.piiy, net of tax

Unrealized net gain lOsSs on marketable securities net Of tax

Unrealized net gain loss ON foreign currency translation

Unrealized net gain loss ON derivative financial instruments net of tax
OTHER COMPREHENSIVE INCOME LOSS
LESS OTHER COMPREHENSIVE INCOME LOSS ATIRIBUTABLE
TO THE NONCONTROLLING INTEREST
TOTAL COMPREHENSIVE INCOME LOSS ATTRIBUTABLE TO CLIFFS
SHAREHOLDERS

The accompanying notes are an jegrai  part Of these consolidated

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K

Year Ended December

_ul 2011

1619.1
443$3

SI

121.4
31.0
2.2
1.5
1561

17.6

1480.6

financial statements

31

Loss

2010

1019.9

4.2

151.6

1.3
1693

0.8

1188.4
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ITEM Financial Statements  and  gypplementary Data
Statements of Consolidated Cash Flows
cliffs Natural Resources Inc and Subsidiaries
Year Ended December 31
In Millions 2012 2011 2010
OPERATING ACTIVITIES
Net income 1126.6 1812.6 1019.9
Adjustments to reconcile  net income to net cash provided uUsed by operating
activities
Depreciation depletion ~ and amortization 525.8 426.9 322.3
Impairment of goodwill and other |ong-lived assets 1049.9 27.8
Derivatives  and currency hedges 4.1 69.0 39.0
Foreign exchange loss gains 2.2 6.2 39.1
Share-based compensation 16.5 13.9 12.5
Equity INCOME loss in ventures net of tax 404.8 9.7 13.5
Pensions and other postretirement benefits 26.1 26.3 8.7
Deferred income taxes 127.0 66.6 15.2
Changes deferred  revenue and below-market sales contracts 24.5 146.0 39.3
Gain - on acquisition of controlling iNnterests 40.7
Other 37.6 0.1 9.9
Changes  in gperating assets and riabilities
Receivables and other assets 74.8 81 .a 204.6
Product  inventories 39.9 74.5 61.2
Payables and accrued expenses 366.1 324.6 89.7
Net cash provided by operating activities 514.5 2288.8 1320.0
INVESTING ACTIVITIES
Acquisition of Consolidated Thompson net of cash acquired 4423.5
Acquisition of controlling interests net of cash acquired 994.5
Net settlements in Canadian dollar  foreign exchange contracts 93.1
Investment . Consolidated Thompson senior secured notes 125.0
Purchase of property plant and equipment 1127.5 880.7 266.9
Investments in ventures 5.2 191.3
Proceeds from sale of Sonoma 152.6
Other investing activities 13.1 36.9 85.0
Net cash used by investing  activities 961.8 5304.4 1367.7
FINANCING ACTIVITIES
Net proceeds from issuance of COMMON shares 853.7
Net proceeds from issuance of senior notes 497.0 998.1 1388.1
Borrowings ©On term loan 1250.0
Repayment of term  loan 124.8 278.0
Borrowings ON pridge credit iacility 750.0
Repayment of bridge credit  facility 7800
Borrowings under revolving credit raciity 1012.0 250.0 450.0
Repayment under revolving credit racinty 687.0 250.0 450.0
Debt issuance costs 4.3 54.8
Repayment of Consolidated Thompson convertible debentures 337.2
Repayment of senior notes 325.0
Repayment of $200 milion term loan 200.0
Payments ~under share buyback program 289.8
Contributions by joint Ventures net 95.4
Common stock dividends 307.2 118.9 68.9
Other financing  activities 36.5 48.0 31 .e
Net cash  Lroyided by financing activities 119.6 1975.1 1087.6
EFFECT OF EXCHANGE RATE CHANGES ON CASH 13 4.6 241
INCREASE DECREASE in CASH AND CASH EQUIVALENTS 326.4 1045.1 1064.0
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 521.6 1566.7 502.7
CASH AND CASH EQUIVALENTS AT END OF PERIOD 195.2 521.6 1566.7
The accompanying notes  are an inegrai part ©Ff these consolidated financial statements
see NOTE 212 CcASH FLOW INFORMATION
CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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ITEM Financial Statements

Statements of Consolidated Changes in Equity

cliffs Natural

In Millions
January 12010
Comprehensive income

Net income

Other comprehensive 'Ncome
loss
pension ~and OPEB iapine

net of tax

Unrealized  net gain

on marketable securities

net of tax

Unrealized  net gain

currency translation

Reclassification of net

on derivative  financial

gains
instruments into  net income
netof tax

Unrealized  gain ON derivative

instruments net of tax

Total comprehensive income

loss

Purchase ©of subsidiary shares

from  noncontrolling interest

Undistributed losses

to noncontrolling interest
Capital contribution
by noncontrolling interest
to subsidiary

Purchase of additional

noncontrolling interest

Acquisition of controlling interest

Stock and other incentive plans
Common

$0.51

stock dividends

per share

Other

December 31 2010

CLIFFS  NATURAL RESOURCES

on foreign

INC

and Supplementary

Resources

Data

Inc and Subsidiaries

Number of

cliffs

Capital in

Excess of

Common Common Par Vvalue
Shares Shares of Shares
131.0 16.8 695.4
.6
4.2 0.5 172.6
0.3 19.4
10.5
135.5 17.3 896.3
2012 Form 10-k

Shareholders

Retained
Earnings

1973.1

1019.9

68.9

2924.1

Accumulated
Common

Other
Shares in Comprehensive
Treasury Income Loss
19.9 122.6
14.0
a2
151 6
3.2
°
7.3
10.5
37.7 a45.9

Non-
Controlling

Interest

5.8

0.8

0.8

3.0

Total

2537.0

1019.9

4.2

151.6

1.9

1189.2

3.0

1.6

173.1

68.9

3838.7

continued
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PART .

ITEM Financial

Statements

and Supplementary

Data

Statements of Consolidated Changes in Equity

ciiffs Natural Resources Inc and Subsidiaries Continued
ciurrs  Shareholders
Capital in Accumulated
Number of Excess of Common Other
Common Common Par Value Retained Shares in Comprehensive
In Millions Shares Shares of Shares Earnincis Treasury Income Loss
Comprehensive income
Net income 899.4
Other comprehensive INcome
loss
Pension and OPEB by
net of tax 26.2
Unrealized net loss
on marketable securities
net of tax 0.5
Reclassification of net gain
on foreign currency translation 14.4
Unrealized net gain ON foreign
currency translation 18.2
Reclassification of net
gains 0N derivative financial
instruments inlo  net income
net of tax 18.1
Unrealized gain ON derivative
financial instruments net of tax 25.6
Total  comprehensive INcome
loss
Purchase of supsidiary shares
from  noncontrolling interest
Undistributed losses
to noncontrolling interest
Capital contribution
by noncontrolling interest
to subsidiary 1.6
Acquisition of controlling interest
Stock and other incentive  plans 0.5 2.3 13.4
Common  stock dividends
$2.16 per share 307.2
December 31 2012 1425 18.5 1774.7 3217.7 322.6 55.6
The accompanying notes are an jegrai  part ©f these consolidated  financial  statements
CLIFFs NATURAL RESOURCES INC -2012 Form 10-K
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Controlling

Interest

227.2

7.6

219.6

0.4

102.8

8.0

1128.2

Total

1126.6

18.1

0.4

104.4

8.0

307.2

5760.9



Notes to Consolidated Financial Statements

NOTE

Business Summary

We are an international mining and natural resources company

of high and

major

global iron ore producer and significant producer low-volatile

metallurgical coal in the U.S we operate five iron ore MINES in \ichigan
and Minnesota six metallurgical coal Mines located in West  yirginia and
Alabama and gnpe thermal coal mine located in West  virginia We also

operate WO iron ore mines .. Eastern Canada As of December3l 2012

our Asia Pacific operations ~ Consist solely ©f our Koolyanobbing n ore

mining complex in Western Australia  Our 50 percent equity interest in

Cockatoo  island an ron  ore mine and our 45 porcent  €CONOMIC interest

in Sonoma coking and thermal coal mine Were also included in these

operations through their sale dates i the third and fourth

America Weé have

quarter
~ Amap/ZE

approved =~ December

respectively

Brazilian iron

2012 and

In Latin 30 percent interest

ore project the sale ot which our board

i Ontario Canada we have major chromite  project " the feasibility study

stage ©f exploration In addition our Global  Exploration Group . focused

on early involvement activities 1O jgentiry New world-class

that add

in exploration

projects for future development or projects significant value to

existing  operations Our Companys operations are organized according O

product category and geographic location U.S 1ron Ore Eastern Canadian

Iron Qre Asia Pacific ron Qre North American Copal Latin American iron

Ore Ferroalloys and our Global Exploration Group

Basis of Consolidation

The consolidated financial statements include our accounts and the accounts

operations

Name Location

Northshore Minnesota

United Taconite Minnesota

Newfoundland and Labrador

Wabush Quebec canada
Bloom Lake Quebec Canada
Tilden Michigan
Empire Michigan
Koolyanobbing Western  Australia
Pinnacle West  yirginia

Oak Grove Alabama
CLCC West  yiginia
Intercompany transactions  and balances are eliminated ypon consolidation
On May 12 2011 We acquired =» Of the outstanding common shares of

Consolidated Thompson for C$1 7.25 o share in an all-cash transaction

The consolidated statements as of and for

31 2011

net debt

financial

including

the oo ended December refiecc  our 100 percent  interest in

Consolidated ~ Thompson  since that date Refer to NOTE ACQUISITIONS

AND OTHER INVESTMENTS  ror further information

Also included . our consolidated resuits  gre clifts Chromite oOntario Inc

and ciifts Chromite Far North |nc Wwhich together have 100 percent

interest n each or the Black Label and Black Thor chromite deposits ~and
70 percent interest in the Big Daddy chromite deposit = located in

northern  ontario  Canada

Business Summaryand significant

Accounting Policies

Significant Accounting Policies

We consider  the following policies to be beneficial in understanding the
judgments that gre involved in the preparation of our consolidated financial

statements  and the uncertainties that could impact our financial condition

results of operations and cash flows

Use of Estimates

The preparation  of financial statements .« conformity Wwith GAAP  equires

management to make estimates and assumptions that afect the reported

amounts  of assets and iiabilities and disclosure  of contingent assets and

liabiliies at the date of the financial statements and the reported amounts

of revenues  and gypenses during the reporting period  The MOre  ignificant

use of management

realizable cash

areas requiring the estimates and assumptions

related to mineral reserves future flow environmental

reclamation and closure obligations Vvaluation of goodwill long-lived assets

and investments valuation of inventory valuation of post-employment

post-retirement and other employee benefit  jiapiities Valuation of deferred
tax assets reserves for contingencies and jitigation and the fair value of
derivative  instruments Actual results could aiffer from estimates On an

ongoing basis management reviews estimates Changes n facts and

circumstances such estimates and affect results of operations

may aier

and  financial position in future periods

of our wholly owned and majority-owned subsidiaries including the following
Ownership Interest Operation
100.0% won Ore

100.0% won Ore

100.0% ion Ore

75.0% ron Ore

85.0% ron Ore

79.0% won Ore

100.0% won Ore

100.0% Coal

100.0% Coal

100.0% Coal

Cash Equivalents

Cash and cash equivalents include cash on hand and on geposit as wel
as i short-term  securities held for the primary purpose of general liuidity
We consider investments  n highly liquia debt instruments  with an oginal

maturity of three months or less from the date of acquisition to be cash

equivalents We outinely monitor  and evaluate counterparty credit risk

related to the financial institutions short-term investment

by which our

securities are held

cLiIFFs NATURAL RESOURCES INC -2012 Form 10-K
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Repairs and Maintenance

Repairs maintenance and replacement ©f components are expensed

as incurred The cost of major power plant overhauls = capitalized and
depreciated over the estimated useful iire WhIiCh .. the period until the next
scheduled overhaul  generally five years Al other pianned and unplanned

repairs and maintenance costs are expensed when incurred

Share-Based Compensation

The rair value of each grant = estimated ON the date of grant using Monte

Carlo simulation to forecast relative Consistent with

TSR performance
of ASC 718

the guidelines correlation matrix of historic and projected

stock prices Was developed for both the Company @nd « predetermined

peer group ©f mining and metals companies The fair value assumes that

performance goals will be achieved

The  expected term of the grant represents the time from the grant date to

the end of the service period for €ach of the three pian year agreements

We estimated of our COMMON shares and that of the ..

the yolatility

and metals

group ©f mining companies using daily price intervals for an
companies The risk-free interest rate is the rate at the grant date on
zero-coupon government bonds with term commensurate with  the

remaining we ©Of the performance plans

Cash flows resulting from the tax benefits for tax deductions in excess o

B4

the compensation expense are classified Refer to

NOTE 14 STOCK COMPENSATION

as financing cash flows

PLANS for additional information

Income Taxes

Income taxes are based on income for financial reporting purposes

calculated  using tax rates by jurisdiction and refiect current  tax jability

or asset for the estimated taxes payable OF recoverable on the current

annual changes in deferred

year tax return and expected taxes Any

interest or penalties on income tax are recognized as component of

Income tax expense

We account fror income taxes under the asset and iy method which

requires the recognition of deferred tax assets and avies for the expected

fuure  tax consequences of events that have been included in the financial

statements Under wis Mmethod deferred tax assets and iial are
determined based on the differences between the financial statement
and tax basis of assets and iiabilities ysing €nacted tax rates M effect  for

the year " which the differences are expected to reverse The effect of

change in tax rates ON deferred tax assets and iiabilities

income . the period that includes

is recognized
the enactment date

We record net deferred tax assets to the extent WE believe these assets
will MOre  jikery than not be realized n making such  getermination we
consider i available po e and negative €evidence including Scheduled
reversals of deferred tax jiapilties projected future taxable income tax
planning strategies and recent financial results of operations

Accounting for uncertainty in iNnCOMe taxes recognized n the financial
statements requires  that tax benefit from gn uncertain tax position be

recognized When . . more e than not that the position wn be sustained

upon examination including resolutions of gny related appeals OF iitigation

processes based on technical merits

See NOTE 15 INCOME TAXES for further information

Earnings Per Share

We present both basic and aiwea EPS amounts  Basic EPS are calculated

by dividing iNncome attributable to ciifts COMMON  shareholders by the

weighted average number of common shares  outstanding during  the

period presented  Dpiluted EPS are calculated by dividing Net Income
LOss Attributable t ciifts Shareholders by the weighted average ~ Number
of COMMON shares COMMON share equivalents and convertible preferred
stock  outstanding during the period  utitizing the treasury stock method

PART .

Notes to Consolidated Financial Statements

for employee stock plans COMMON  share equivalents are excluded from

in in which effect

the periods they have an ant-dilutive

EARNINGS PER SHARE for further information

EPS computations

see NOTE 19

Foreign Currency Translation

Our financial statements are prepared With the U.S dolar as the reporting

currency  The functional  currency ©f the Companys Australian  subsidiaries

= the Australian Dollar The functional currency of an other international

subsidiaries is the U.S dollar The financial statements of international
subsidiaries are translated  inoe U.S dollars using the exchange rate at
each balance  sheet date for assets and tabiliies and  weighted average

rate for each period gains and losses

exchange for revenues expenses

the functional

Where the 1ocal currency = translation adjustments

the U.S

currency

loss Where

are recorded as Accumulated other comprehensive

dollar i the functional currency translation adjustments are recorded in

the Statements of Consolidated Operations Income taxes generally are

not provided fer foreign currency translation adjustments

Discontinued Operations

On July 10 2012 we entered into definitive share and asset sale

in the SONOMA j6ine

agreement to sen our 45 percent €conomic interest
venture coal mine located in Queensland Australia Upon completion of
the transaction on November 13 2012 we collected AUD

approximately
$141.0 minion =~ net cash proceeds The assets sold included our interests
 the SONOMA mine giong Wwith our ownership of the afiliated
As of september 30 2012 we pegan

of the SONOMA operations

washplant
reporting the assets and iiabilities
as Assets held for sale and Liabiites held for

sale in the Statements of Consolidated Financial Position and reflected

the results of operations as discontinued operations in the Statements or

Consolidated  Operations ~ for i periods presented ~ The S0NOMA operations

were previously included . Other within our reportable segments Refer

to NOTE DISCONTINUED OPERATIONS for additional information

On september 27 2011 we amnounced  our plans to cease and aispose

of the operations at the renewaFUEL biomass production facitity — in
2012 we entered into

LLC The resurs

Michigan ON january an agreement to sen the

renewaFUEL assets to RNFL Acquisition of operations

of the renewaFUEL operations ~ are reflected as discontinued operations

in the accompanying consolidated financial statements  for an  periods

presented We  recorded loss of $0.1 million as Income | oss and Gain

on sale from Discontinued Operations net of tax in the Statements of

31 2012 This

in tax penefits

Consolidated Operations ~ for the g, ended December

of $18.5 m

to losses on net of $9.2 minion

compares

and $3.1 mi in tax  penefits

ion net of $1.5 milion respectively for the
31 2011
31 2011

taken  to write the renewaFUEL

ended December and 2010 The loss recorded for the year

years

ended December included $16.0 millien  impairment charge

assets dOWN to fair value

The impairment charge taken w the third quarter Of 2011 was based on an

internal  assessment around the recovery of the renewaFUEL assets  primarily

plant and equipment The assessment considered several factors

property
including the unique industry the highly Customized nature of the related
property  plant and  equipment and the fact that the pane had not performed

Up t© design capacity Given these points ©f consideration . was determined

that  the expected values on the renewaFUEL assets were low The

recovery
renewaFUEL  total assets were recorded at fair value i the Statements of
Consolidated  Financial  Position as of December3l 2011 and ,imany are

comprised ©f property plant and equipment The renewaFUEL operations

were previously included in Other within our reportable segments

Recent Accounting Pronouncements

in May 2011 the FASB amended the guidance on rfair value as result  of

the joine efforts py the FASB and the IASB to develop single converged

rair value framework The amended rair value framework provides —guidance

on how to measure fair value and on what disclosures to provide about

fair value Mmeasurements The significant amendments to the rair value

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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PART .

Statements

The following SUMMArizes the efiect of our derivatives tat are NOt designated as  hedging instruments n the Statements of Consolidated Operations for the
years ended December31l 2012 2011 and 2010
Amount of Gain/Loss
Derivatives Not pesignated Location of Gain Loss Recognized in Income
as Hedging Instruments Recognized in Income on Derivative on Derivative
Year Ended December 31
n Millions 2012 2011 2010
Foreign Exchange  Contracts Product revenues 1.0 11.1
Foreign Exchange Contracts Other income expense 0.3 101 .o 39.8
Income |Loss and Gain oOn Sale from Discontinued Operations net
Foreign Exchange  Contracts of tax 0.3
Treasury Locks Changes in fair value of foreign currency contracts net 0.4
Customer sSupply Agreements Product revenues 171.4 178.0 1202
Provisional  pricing Arrangements Product revenues 1.8 809.1 960.7
TOTAL 183.2 1090.0 1131.8
Refer to NOTE FAIR VALUE OF FINANCIAL INSTRUMENTS for additional information
NOTE Inventories
The following table presents the detail of our Inventories .. the Statements of Consolidated  Financial Position as of December 31 2012 and 201
2012 December 2011
Segment December31 31
In Millions Finished Goods Work-in  Process Total |nventory Finished ~G00dS Work-in  Process Total |nventory
U.S won Ore 147.2 22.9 170.1 100.2 8.5 108.7
Eastern Canadian won Ore 62.6 44.2 106.8 96.2 43.0 139.2
Asia Pacific tron Ore 36.7 37.2 73.9 57.2 21.6 78.8
North American Coal 36.7 49.0 85.7 19.7 1105 130.2
TOTAL 283.2 153.3 436.5 273.3 183.6 456.9
U.S 1i1ron Ore The effect of the inventory reduction was decrease m Cost of goods sold
and operating  expenses ©f $7:0 milion . the Statements or Consolidated
The excess of current cost over LIFO cost of ion ore inventories was Operations As of December 31 2011 the product inventory balance
$122.2 mition and $117.1 minon a December 31 2012 and 2011 tor Eastern Canadian won Ore increased to $47.1  million resuling  an
respectively ~ As o December31l 2012 the product inventory balance  for additional LIFO .o being added during the year
U.S ron Ore increased resuiting in creation of LIFO jayer in 2012 The
effect of the jnventory build WAas an increase = Inventories of $47.5 million
in the Statements of Consolidated Financial ~ Position for the ., ended North American Coal
December 2012 As of December 2011 the
31 31 product inventory We recorded  lower-of-cost-or-market inventory charges of $24.4  million
balance for U.S wron Ore declined resulting " liquidation of layers
$6.6 million and $26.1 million in Cost of goods sold and operating
in 2011 The effect of the jnventory reduction was decrease . Cost of .
expenses " the Statements of Consolidated Operations for the years
oods sold and operatin expenses of $152  miion in the Statements of
g ° ° P ded D b 31 2011 ended December31l 2012 2011 and 2010 (espectively These charges
Consolidated i 2 the endel ecember . ]
Operations " year were result  of market declines and operational and geological  issues
Eastern Canadian iron Ore
The excess of current cost gyer LIFO cost of iron ore inventories was
$27.7  mition and $21.9 million at December31 2012 and 2011 respectively
As of December3l 2012 the iron oOre pejec inventory balance  ror Eastern
Canadian won Ore declined resulting N liquidation of layers = 2012
CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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Notes to Consolidated Financial Statements
The foiowing table illustrates information  about  guantitative inputs and assumptions for the derivative assets and derivative Nabilities categorized n Level of
the wmi value hierarchy
Qualitative/Quantitative Information About Level Fair Value Measurements
Fair Value at Balance Sheet Valuation Unobservable Range Weighted
n Millions 12/31/2012 Location Technique Input Average
Provisional  pricing Arrangements 3.5 Derivative  assets Market Approach Managements Estimate or 62% Fe $115 -$130 $120
11.3 Other currenwvsabiities
Customer sSupply Agreement 58.9 Derivative assets Market Approach Hot-Rolled Steel Estimate $605 $660 $635
The Lignificant unobservable input used i the fair value measurement of the These significant estimates are determined by collaboration of our
reporting entitys provisional pricing arrangements = managements estimate commercial finance and teasury departments and are reviewed py
of 62 percent Fe price that . estimated based upon current market data management
including  historical seasonality @nd forward-looking estimates  determined
Substantially =i of the financial assets and liabilities are carried at fair value
by management Significant increases or decreases in this jnput Would
or contracted amounts  that gpproximate fair value
result  in significantly higher ©r lower fair value measurement respectively PP
. the
The qignificant unobservable input  Used i the wm« value mMmeasurement of the We recognize any transfers between levels as of the  peginning of
reporting period including both transfers ino and out or levels There were
reporting entitys CUStomer supply agreements @ the future hot-rolled steel
price et = estimated based on curent market data analysts  projections no transfers between Level and Level of the fair value hjerarchy during
the  Uoars ended December 31 2012 and =201 As  noted above there
projections provided by the customer and forward-looking estimates
. was transfer from Level to Level and transfer from Level to Level
determined  py management Significant increases or decreases in this
n 201 as reflected ,, the table below The : table
input would resuit i gignificanty higher or lower fair value measurement following represents
reconciliation of the changes  fair value of financial instruments measured
respectively
at fair value 0N recurring basis using significant Unobservable inputs
Level for the years ended December 31 2012 and 201
Derivative Asset Derivative Liabilities
Level Level
Year Ended December 31 Year Ended December 31
In Millions 2012 2011 2012 2011
Beginning  balance January 157.9 45.6 19.5
Total  gains
Included  in earnings 174.9 403.0 11.3 19.5
Included n other comprehensive income
Settlements 270.4 319.7 10.5
Transfers  into  Level 49.0
Transfers out of Level 20.0
Ending balance December31 62.4 157.9 11.3 19.5
IN
TOTAL  GAINS FOR THE PERIOD INCLUDED EARNINGS
AT1RIBUTABLE TO THE CHANGE in UNREALIZED GAINS LOSSES
ON ASSETS LIABILITIES STILL HELD AT THE REPORTING DATE 174.9 403.0 11.3 19.5
CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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December 31 2011
Debt Instrument Annual Effective Final Total Face
in Millions Type Interest  Rate Maturity Amount Total Debt
$1.25 Bition Term Loan Variable 1.40% 2016 972.0 972.0
$700 minion  4.875% 2021 Senior Notes Fixed 4.88% 2021 700.0 699.32
$1 -3 Bilion Senior Notes
$500 wimon  4.80% 2020 Senior Notes Fixed 4.80% 2020 500.0 499.1
$800 Mimion  6.25% 2040 Senior Notes Fixed 6.25% 2040 800.0 790.1
$400 wminion 5.90% 2020 senior Notes Fixed 5.90% 2020 400.0 398.0
$325 miion  Private Placement senior Notes
Series  2008A Tranche Fixed 6.31% 2013 270.0 270.0
Series  2008A Tranche Fixed 6.59% 2015 55.0 55.0
$1 .75 Billion Credit Facility
Revolving Loan Variable 2016 1750.0
TOTAL DEBT 5447.0 3683.5
Less current portion 74.8
LONG-TERM DEBT 3608.7
As of December 31 2012 and December 31 2011 $402.8 milion and $278.0 milion respectively ~ had been pajg down  on the originai  $1.25 omon  term  loan and ©of the
remaining term  loan $94 mifion and $74.8 miliion respectively was classified as Curent  popion ©f debt The current classification = based ypon "Me principal payment terms
of the arrangement  requiring  principal payments ~on €ach three-month anniversary following  the funding  of the term loan
As of December 31 2012 and December 31 2011 e $700 million 4.88 percent senior notes were recorded at par value of $700 million less unamortized discounts of
$0.6 milion and $0.7 mililon respectively based on an imputed interest rate of 4.89 percent
As of December 31 2012 and December 31 2011 e $500 million 4.80 percent senior  notes were recorded at  par vawe ©f $500 million less unamortized  discounts of
$0.8 million and $0.9 million respectively ~ based on an jmputed interest rate of 4.83 percent
As of December 31 2012 and December 31 2011 the $800 milton 6.25 percent senior noes were recorded at par vawe ©f $800 million less unamortized discounts of
$9.8 miiion and $9.9 miiion respectively based on an jmputed interest rate of 6.38 percent
As of December 31 2012 and December 31 2011 the $400 million 5.90 percent semior noes were fecorded at oo vaue of $400 million less unamortized discounts of
$1.8 milion and $2.0 million respectively based on an jmputed interest rate of 5.98 percent
As of December 31 2012 e $500 milion 3.95 percent Semior notes were recorded at  par vaue ©f $500 million less unamortized discounts of $4.3 million based on an
imputed interest rate ©f 4.14 percent
As of December 31 2012 and December 31 2011 $325.0 million and npo revolving loans were drawn under the credit raciiy respectively and the principal amount  of letter
of credit opiigations  totaled  $27.7 ion and $23.5 miliion for each period respectively  thereby  reducing available  porrowing capacity  t© $1.4 wwen  and $1.7 bwen  for €ach
period  respectively
Credit Fac ty the apiiy 1O request @n increase =« available revolving  eredit  borrowings
under the amended credit agreement by an additional amount of yp to
On august 11 2011 we entered into five-year unsecured amended and $250 ion by obtaining the agreement of the custng fnancial institutions
restated  multicurrency credit  agreement or amended credit agreement to increase  their lending COMMIitments or by adding additional lenders
with syndicate of financial institutions in order to amend the terms of
i As or December31l 2012 $325.0 milion in loans were drawn under the
our existing multicurrency credit agreement On October 16 2012 we °
credit The i annual terest e under
executed an @amendment  to Our evowing  credit facility extending the maturity revolving facitity weighted average eres e
h . credit - was 2.02 as of December 31 2012
date from August 11 2016 to October 16 2017 The former $800 mition the  revolving facttity percent
multicurrency credit  ggreement consisted of  $600 miion revolving  Sredit As condition of agreeing to the amended credit agreement terms
it and 200 i 1 I millior loan i
facility $ million term loan The $200 minion term was  paid $250 minion Was drawn  against the revolving credit  faciiy ©ON August 11
n ks entirety in March 2010 (educing the multicurrency credit  agreement 2011  order to pay down portion ©Of the term loan an amounts
million i redi iti Th m i i
to  $600 o1 revolving ~ credit  facility e amended credit agreement outstanding under the revolving credit faciity Were€ repaid in s ON
provides for among other things $1 .75 bwen  revolving  STedit raciiity December 12 2011 and as such nNO revolving loans were drawn under
i i f i subsidiari
and allows for the gdesignation ©f °etan  foreign Subsidiaries as borrowers the credit  racime, as of December3l 2011 The weighted  average  2nnual

under the amended

credit agreement certain conditions are satisfied

Borrowings under the amended credit agreement bear interest at floating
rate  based upon base rate or the LIBOR rate plus margin based upon
our |everage ratio Certain ©f our material domestic subsidiaries have
our obligations and borrowers under

guaranteed the obligations ©f other

the amended credit agreement Previously W€ had amended the terms

of our $800 minion multicurrency credit effective October 29

2009 The 2009 amendment

agreement

resulted in among other things an increase

in the sub-limit for lewters of credit from $50 mition to $150 milion the
addition of multi-currency letters  Of credit and more iiberany defined
financial covenants and debt restrictions An increase ©f 50 basis points
to the annual LIBOR margin resulted from this 2009 amendment
Proceeds from the amended  credit  agreement are used to refinance existing
indebtedness to finance general working capital needs and for other
general corporate  purposes including the funding ©f acquisitions We  have
CLIFFS NATURAL RESOURCES INC -2012 Form 10-K

interest rate under the (eyolving credit  facility during the time the porrowings

were outstanding was -84 percent

Loans are drawn with choice of interest rates and maturities  subject
to the terms of the agreement Under the amended credit agreement
described above interest rates could be for Eurocurrency loans

range  from LIBOR pjus 0.75 percent '© 2:00 percent based on the |everage
ratio or for Base Rate Joans the nighest Of the prime rate the
Federal Funds Rate pus 0.50 percent or the one-month LIBOR rate
plus o percent plus zero t© .00 percent based on the |everage ratio

has two financial covenants based on

Funded

The amended credit agreement

debt to earnings ratio  Total Debt to EBITDA as those terms
are defined in the amended credit  agreement as of the iast day of each
fiscal cannot  exceed 3.5 o 1.0 none of the $270 million  private

quarter

placement senior notes due 2013 remain outstanding or otherwise the
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Consolidated Thompson Senior Secured

Notes
The consolidated Thompson senior  secured notes were included among
the iiabiities assumed . the acquisition ©Of Consolidated Thompson On

Aprii 13 2011 We purchased the outstanding Consolidated Thompson

senior secured notes  girectly from the note holders for $125 minion

including

accrued and unpaid interest The senior secured notes had face amount
of $100  inion stated interest rate of 85 Lorcent and were scheduled to
mature w 2017 The transaction — was recorded as an investment  in
Consolidated Thompson senior  secured notes during the second quarter

ot 2011  However upon the completion of the acquisition ©f Consolidated

Thompson and consolidation into  our financial statements the Consolidated

Thompson senior  secured notes and our investment in the notes were

eliminated  as jntercompany transactions During August 2011 consolidated

Thompson our wholly owned subsidiary  provided for the redemption and
release of the Consolidated Thompson senior secured potes resulting

w the cancellation of the notes Refer to NOTE ACQUISITIONS AND

OTHER INVESTMENTS for additional information

Consolidated Thompson Convertible

Debentures

Included  among the liabilities assumed in the acquisition ©f Consolidated

Thompson  were the Consolidated  Thompson convertible  debentures which

as result  of the acquisition were able to be converted by their holders

into cash in accordance with the cash change-of-control provision of the

convertible debenture indenture The convertible debentures gjiowed the

debenture holders  to convert at premium conversion ratio peginning  ON

the o trading day prior t© the closing of the acquisition and ending ©N the
ao day subsequent to the mailing ©f @n offer to purchase the convertible

debentures Which was the cash change-of-control conversion period as
defined py the convertible debenture indenture  ON May 12 2011 following

the (iosing ©f the acquisition Consolidated Thompson commenced the offer

NOTE 11

Lease opligations

We iease certain mining production  and other equipment UNder operating

and  capitar leases The leases gare for varying lengths generally at market
interest rates and contain  purchase and/or renewal options at the end of the
terms Our operating lease gxpense Wwas $25.8 million $26.3 minion and
for the years ended December3l 2012 2011
and 2010 capital lease assets were $471.7 miion and $406.0 mition at

$242  million respectively

December 31 2012 and 2011 respectively Corresponding accumulated

amortization Of capital leases included  in respective allowances for

depreciation were $184.5 minion and $110.6 minion a December 31
2012 and 2011 respectively

In Millions

PART .

Notes o Consolidated Financial Statements

to purchase = Of the outstanding convertible  debentures =~ accordance

with « obligations under the convertible debenture indenture  py mailing
the offer to purchase to the debenture holders  additionally On May 13
2011 Consolidated Thompson gave notice that . WaS exercising s

to redeem  gny convertible debentures that remained outstanding

right

on June 13 2011 after giving effect to any conversions that occurred

during the cash  change-of-control conversion period AS previously

disclosed Consolidated Thompson received  sufficient consents from

the debenture poiders pursuant to  CONSeNt solicitation to amend the

convertible debenture indenture to gijve Consolidated Thompson such

redemption right As resuit of these eyents NO convertible debentures

ACQUISITIONS AND OTHER

remain outstanding Refer to NOTE
INVESTMENTS  ror additional information

Letters of Credit

" conjunction with our acquisition ©f Consolidated Thompson Wwe issued

standby letters of credit With certain financial  institutions n order o support
Consolidated  Thompsons and Bloom Lakes general business opligations ™
addition ~ We issued standby letters Of credit With certain  financial institutions

during the third g aer ©Of 2011 in order to support Wabushs gpiigations
As of December 31 2012 and 2011 these tetter of credit opligations
totaled $96.9 minion and $95.0 million respectively An of these standby
letters oOf credit are  addition to the tetters of credit provided for under

the amended and restated muiticurrency eredit  agreement

Debt Maturities

borrowings ©On the revolving
a December31

Maturities of debt jnstruments excluding

credit  facitiy Dased  on the prncipar  AMOUNtS o icranding

2012 total approximately $94.1 mition in 2013 $117.7 minion in 2014
$353.0 million in 2015  $282.4 milion w» 2016 none . 2017 and $2.9 bi

thereafter

w October 2011 our North American Coal segment entered inwo the second

phase of the sale-leaseback arrangement — executed » December 2010
for the sale of the pew longwall PpPlOwW system =t our Pinnacle mine = West
virginia The w-. and second phases of the leaseback arrangement are for

period ©of five yegrg The 201 sale-leaseback arrangement Was cpecific
to the assets at the time of the agreement and did not include the |ongwall
plow system assets Both phases of the leaseback arrangement have been
accounted for as capital lease We recorded assets and iabilities under
the capital lease of $75.9 millioN  efecting the lower of the present value
of the minimum lease payments or the rair value of the asset
Future MiNIMUM  payments under  capiai  leases and  non-cancellable o ating

leases at December31 2012 are as follows

capital Leases Operating Leases

2013 75.2 24.7
2014 69.0 20.9
2015 57.7 13.0
2016 42.1 8.0
2017 35.3 7.4
2018 and thereafter 92.4 215
TOTAL MINIMUM LEASE PAYMENTS 3717 055
Amounts representing interest 82.0

PRESENT VALUE OF NET MINIMUM LEASE PAYMENTS 289.711

The total « comprised ©f $54.1 million and g$2356 million classified a5 Other current labiities and Other |.piites respectively in the Statements of Consolidated

Financial ~ Position at December 31 2012

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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PART .

Notes to Consolidated Financial Statements
Restricted  stock deferred stock allocation and perlormance share actviy ~Under our |ong-term  equity plans and Directors  Plans gre as follows
2012 2011 2010
Weighted-Average Weighted-Average Weighted-Average
Shares Exercise Price Shares Exercise Price Shares Exercise Price
Restricted awards
Outstanding and restricted at peginning
of year 425166 371712 290702
Granted during the year 151889 125059 133666
Vested 181741 61330 50156
Cancelled 21 507 10275 2500
OUTSTANDING AND RESTRICTED
AT END OF YEAR 393787 425166 371712
Performance shares
Outstanding at  peginning of vear 877435 843238 823393
Granted guring the year 501346 263816 376524
Issued 574518 215870 343321
Forfeited/cancelled 31179 13749 13358
OUTSTANDING AT END OF YEAR 772484 877435 843238
Vested or expected to vest as of
December 31 2012 743907
Directors retainer and yoluntary Shares
Outstanding at  peginning of year 2811 2509 4596
Granted during the year 1823 1815 2075
Vested 1554 1713 4162
OUTSTANDING AT END OF YEAR 2880 2611 2509
Reserved for future grants or awards
at end of year
Employee  plans 11568119
Directors plans 94848
TOTAL 11863561
The shares granted duing ¢ yegr Mnclude 191506 shares 71956 shares and 114371 shares for each ... presented respectively ~ related (o the 50 pecent  payout
associated with the prioryear  pool @S actial  payout €xceeded  arget
For each year Presented the shares vested on December 31 201 December 31 2010 and December 31 2009 respectively and were valued on February 13
2012 fEebruary 14 2011 and February 19 2010 respectively
summary ©f OUr outstanding ~Share-based awards as or December 31 2012 . shown below
Shares Weighted Average Grant Date Fair Value
Outstanding beginning  ©f year 1305212 43.19
Granted 655038 68.85
Vested 737813 11.70
Forfeited/expired 53286 76.44
OUTSTANDING  END OF YEAR 1169151 6181
The total compensation cost related to outstanding awards not yet recognized - $28.0 minion December 31 2012 The weighted ayerage remaining
period for the awards outstanding at December 31 2012 = approximately .o years
NOTE 15 Income Taxes
Income | Oss from continuing Operations Before Income Taxes and gquity INncome | oss from Ventures includes the following components
In Millions 2012 2011 2010
United States 838.6 1506.5 602.1
Foreign 1340.4 684.0 664.3
80IM 2190.5 1266.4
CLIFFS NATURAL RESOURCES INC -2012 Form 10-K



The components

of the provision benefit for INCOME taxes ON continuing operations ~ CONSist

In Millions

Current  provision benefit

United States federal

United States state local

Foreign

Deferred  provision benefit

United States federal

United States state local

Foreign
TOTAL PROVISION ON INCOME LOSS FROM CONTINUING OPERATIONS
Reconciliation  of our INCOME tax attributable to continuing ©Operations computed at the U.S
In Millions
Tax at U.S statutory rate ©f 35 percent
Increase decrease due to

Foreign exchange remeasurement

Non-taxable

Impact of tax

Percentage depletion

loss income

law change

Impact Of foreign operations
Legal entity restructuring
Income not subject O tax
Goodwill  jmpairment
Non-taxable hedging income
Statetaxes net
Manufacturers  deduction
Valuation  allowance

Tax uncertainties

Other items

net

INCOME TAX EXPENSE

The components

In Millions

of iNncome taxes

Other comprehensive income
Pension/OPEB liability
Mark-to-market adjustments
Other

TOTAL

Paid  in capital stock based

Discontinued

Operations

related to noncontrolling

in excess of cost

for other

loss

interests

depletion

than continuing operations

compensation

consisted

of the

federal

of the following

CLIFFS

Notes

following

statutory

NATURAL

rate

2012

128.9

221.2

1.4
95.6

127.0

255.9

as follows

2012
175.6
62.3
61.0
357.1
109.1
65.2
108.0
202.2
7.3
4.7
634.5
14.8
7.3
255.9
2012
13.8
1.7
2.6
18.1
12.8
10.4
RESOURCES

to Consolidated Fi

PART .

inancial Statements
2011 2010
246.8 109.6
2.8 2.6
224.7 155.1
474.3 267.3
23.8 61.1
4.7 5.2
95.1 51.1
666 15.2
407.7 282.5
2011 2010
766.7 443.2
62.6
63.6
16.1
153.4 103.1
44.0 89.0
87.4
67.5
32.4
7.5 31
1.9
49.5 83.3
17.7 27.7
1.7 11.4
407.7 282.5
2011 2010
60.2 14.0
17.7 1.7
77.9 15.7
4.6 4.0
3.2 9.5

INC
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PART .

Notes (o Consolidated Financial

NOTE 17

Accumulated

Statements

Other Comprehensive Income |_oss

The components  of Accumulated other comprehensive INCOME |oss winin  cilifts shareholders equity a@nd related  tax ofects  allocated  to each are shown
below as of December3l 2012 2011 and 2010
Tax Benefit
In Millions Pre-tax  Amount Provision After-tax Amount
As of December3l 2010
Postretirement benefit oty 452.0 146.9 305.1
Foreign currency translation adjustments 329.9 15.2 314.7
Unrealized  net gain ON derivative  financial instruments 3.9 1.2 5.7
Unrealized  gain on securities 46.9 13.3 33.6
71.3 117.2 45.9
Asof December31 2011
Postretirement benefit japiity 615.9 207.0 408.9
Foreign currency translation adjustments 312.5 312.5
Unrealized  net gain on derivative  financial instruments 1.7 0.5 2
Unrealized gain 0N securities 2.5 01 2.6
299.2 206.6 92.6
As of December3l 2012
Postretirement benefit |apility 576.7 194.0 3822
Foreign currency  translation  adjustments 316.3 316.3
Unrealized  net gajn ON derivative  financial instruments 12.4 3.1 8.7
Unrealized gain 0N securities 3.3 1.2 2.1
244.7 189.1 55.8
The toiiowing table  refiects  the changes « Accumulated other comprehensive income |pss related to clifts  shareholders equity for 2012 2011 and 2010
Unrealized Net Unrealized Accumulated
Postretirement Gain Loss on Net Gain on Net ynrealized Gain Other
Benefit | jability Securities net Foreign Currency on Derivative Financial Comprehensive
In Millions net of tax of tax Translation Instruments net of tax Income Loss
BALANCE DECEMBER 31 2009 319.1 29.4 163.1 4.0 122.6
Changeduring2olo 14.0 4.2 151.6 1.3 168.5
BALANCE DECEMBER 31 2010 305.1 33.6 314.7 2.7 45.9
Change during 2011 103.8 31.0 2.2 1.5 138.5
BALANCE DECEMBER 31 2011 408.9 2.6 312.5 t2 092.6
Change  during 2012 26.2 0.5 3.8 7.5 37.0
BALANCE DECEMBER 31 2012 382.7 21 316.3 8.7 586
NOTE 18 Related Parties
Three of our five U.S iron ore mines and one of our WO Eastern Canadian iron co-own and g ON OUr joine VeNture partners t© make their required  capital

ore mines are Owned with various

producers ~ or

The foiowing summary of the mine

Mine
Empire
Tilden
Hibbing

Bloom Lake

CLIFFS  NATURAL RESOURCES INC

joint Venture partners

their subsidiaries \WWe are the manager

ownership

-2012

cliffs,

that are jnegrated

of each

of these iron

Natural

Form 10-K

ore mines

steel

of the mines We that

Resources

contributions

We produce The joint venture

ac December31

and w pay for their share of the iron oOre peets and concentrate

are also our customers

partners
2012
ArcelorMittal U.S steel Canada WISCO
21.0
15.0
62.3 14.7
25.0



ArcelorMmittal has  unilateral right O put ne interest in the Empire mine to us
Product  revenues from related  parties ~Were as follows

In Millions

Product  revenues from related parties

Total  product ~revenues

Related party product revenue as percent ©f tetal  product revenue
Amounts due from related parties recorded in Accounts receivable
net and Derivative assets including customer supply agreements and
provisional pricing arrangements Wwere $149.8 minion and $180.4 minion
at December 31 2012 and =201 respectively Amounts due to related
parties "ecorded in Other current liabilities  including provisional pricing
arrangements and iiabiities  t© minority parties Were $20.2  mion and

$43.0 minion ar December 3] 2012 and 201 respectively

in 2002 we entered inte an agreement With |spat that restructured the

ownershi of the Empire mine and increased our ownershi from 46.7 percent
P pl rship P!
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Notes to Consolidated Financial Statements
but has not exercised this rigne to date
Year Ended December 31
2012 2011 2010
1660.8 2192.4 1165.5
5520.9 6321.3 4218.5
30.1% 34.7% 27.6%
ispat ©f $120.0 million recorded at  present Value of $19.3 minien and
$26.5 minion at December 31 2012 and 201 respectively Of these
amounts $9.3 miion and $16.5 milion were classified as Other non-current
assets at December 31 2012 and 201 respectively with the balances
current over the 2-year we Ofthe supply agreement
Supply agreements with one ©Of our Customers include  provisions for

supplemental revenue or refunds based on the CuUStomers annual steel

consumed customers

as an embedded

pricing for the year the product = in the blast

furnace The supplemental pricing = characterized

to 79.0 percent in exchange for assumption of . MiNe abiities Under derivative  Refer to NOTE DERIVATIVE INSTRUMENTS AND HEDGING
the terms of the agreement W€ indemnified 1spat  from opiligations  of ACTIVITIES  for further information
Empire = exchange for certain future payments to Empire and to us by
NOTE 19 Earnings Per Share
The following table SumMMarizes the computation of basic and diuted  earnings per Share atributable to cliffs shareholders
Year Ended December3l
2012 2011 2010
Net Income |oss from continuing Operations attributable to ciiffs shareholders 9353 1599.0 997.4
Income |Loss and Gain on Sale from Discontinued Operations net of tax 35.9 20.1 22.5
NET INCOME | OSS ATTRIBUTABLE TO CLIFFS SHAREHOLDERS 899.4 1619.1 1019.9
Weighted ~ Average Number or Shares
Basic 142.4 140.2 135.3
Employee Stock Plans 0.8 0.8
DILUTED 142.4 141.0 136.1
Earnings loss per Common Share Atributable to Ciifts  Shareholders Basic
Continuing  operations 6.57 1141 7.37
Discontinued operations 0.25 0.14 0.17
6.32 11.55 7.54
Earnings loss per Common Share Attributable to ciifts Shareholders Diluted
Continuing operations 6.57 11.34 7.32
Discontinued operations 0.25 0.14 0.17
6.32 11.48 7.49

NOTE 20

Commitments and cContingencies

We have commitments of

total contractual obligations and binding
approximately $14.6 bmion as of December 31 2012 compared with
$1 .o bmion as of December 31 2011 primarily related t© purchase

commitments debt lease

minimums and mine closure

interest

principal and payments ©ON long-term

and OPEB funding

obligations  Pension

obligations Such future commitments total  approximately $1 .6 billion
in 2013 $0.7 biion in 2014 $0.9 bmion n 2015 $0.8 bmon in 2016
$0.8 biion in 2017 and $9.7 binion thereafter

Purchase Commitments

to INCUr  capital commitments related to the expansion

n 2011 We began

of the Bloom Lake mine The Phase expansion project requires capital

investment of over $1 .3 bilion including the expansion Of the Mine and the

mines processing  capabilities The capitar investment also includes common

infrastructure npecessary to Sustain current  operations and support  the

expansion  AS previousty announced at the Bloom Lake mine WE are delaying

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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NOTE 22 Subsequent Events
On  February 2013 We amended the Term Loan Agreement among Clifts The amended agreements retain  the Minimum Interest Coverage Ratio
Natural Resources inc and various lenders dated March 2011 as amended requirement ~ Oof 2.5 to as defined above
and the Amended and Restated  pulti credit ciitrs
ulticurrency Agreement among Per the terms ©Of the amended (evolving credit and term loan agreements
Natural Resources and various lenders dated August 11 2011 s further
N We are subject 1O higher borrowing Ccosts The appiicable interest rate
amended Amendment 0  as of October 16 to effect the followin . -
by 2012 ec 9 . determined py reference to the former Funded Debt to EBITDA ratio
Suspend the current Funded Debt to EBITDA rato requirement ™% = Based on the amended terms borrowing ~COsts could increase as much as
quarterly Measurement periods in 2013  after which  point will revert 0.5 percent relative to the outstanding borrowings as well as o1 percent

back to the debt to earnings ratio for the period ending March 31 2014 on unborrowed ~Aamounts Furthermore e amended revoving  credit

untit maturity agreement and term loan agreement place certain restrictions upon

o our declaration and payment of dividends our abiiny to CONSUMMate
Require Minimum  tangible Net Worth ot approximately $4.6 npillion as acquisitions and the debt tevels of our Subsidiaries
of each of the three-month periods ©nded March 31 2013 June 30
2013 september 30 2013 and December3l 2013 Minimum Tangible On repbruary 11 2013 our Board of Directors  approved reduction  to
Net Worth =~ accordance with the amended revolving credit agreement our quarterly cash dividend rate py 76 percent to $0.15 per share Our
and term loan agreement - defined as tow shareholders equity less Board or Directors took this step ' ©fder to improve the future cash flows
goodwill and intangible assets available for investment in the Phase expansion at Bloom |[ake as wen
Maintain Maximum rota Funded Debt to Capitalization Of 52.5 percent 3 O preserve OUr Investmentgrade eredt ratings
from the amendments effective date until the period ending December 31 We have evaluated subsequent events through the date of financial
2013 statement  issuance

NOTE 23 Quarterly Results of Operations Unaudited

The sum of quarterty EPS may not equal EPS rfor the year dUe to discrete  quarterly calculations

2012
Quarters
In Millions Except Per Share  Amounts First Second Third Fourth Year
Revenues from product sales and services 1212.4 1579.5 1544.9 1535.9 5872.7
sales margin 291.8 443.5 198.3 238.5 1172.1
Net Income LOSS from continuing Operations  attributable to ciits shareholders 370.3 255.7 87.8 1649.1 935.3
Income |Loss and Gain on Sale from Discontinued Operations net of tax 5.5 2.3 2.7 30.8 35.9
Net Income | oss Attributable to Clifts Shareholders 375.8 258.0 85.1 1618.3 899.4
£amings 10SS per COMMON Share Attributable to ciits  Shareholders Basic
Continuing  operations 2.60 1.79 0.62 11.58 6.57
Discontinued operations 0.04 0.02 0.02 22 025
264 1.81 0.60 11.36 6.32
Earmings loss per COMMON Share Attributable to curs Shareholders Diluted
Continuing operations 2.59 1.79 0.61 11.58 6.57
Discontinued operations 0.04 0.02 0.02 0.22 0.25
2.63 1.81 0.59 11.36 6.32

cLIFEs NATURAL RESOURCES INC -2012 Form 10-K = 125
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Report of Independent Registered Public
Accounting Firm

To the Board of Directors and Stockholders of

ciifts  Natural Resources Inc

Cleveland Ohio

We have audited the internal control over financial reporting ©Of ciits  Natural Resources Inc and subsidiaries the Company  as of December 31
2012 based on criteria established  in Internal Control Integrated ~ Framework  issued py the Committee of Sponsoring Organizations of the Treadway
Commission The Companys management = responsible for  maintaining effective internal control over financial reporting aNd for . assessment of the
effectiveness  of intermai  control over fimancial  reporting included = the accompanying ~ Managements Report ON Intemal  Control  Over Financial  Reporting

OUr esponsibility = to express an opinion ©On the Companys inernai control over financial reporting based on our audit

We conducted our audit in accordance with the standards ©f the Public Company Accounting Oversight Board United States Those standards  require
that W€ pjan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting Was maintained N
material respects QU audit included  obtaining a@n understanding of internal  control over financial reporting assessing the risk that ~ material weakness

exists testing @Nd evaluating the design and operating effectiveness of internal control based on the assessed risk and performing such other procedures

as We considered  npecessary ™ the circumstances We believe that our audit provides reasonable  basis for our opinion

companys  intemai  control over financial  reporting =  process  designed by or under the supervision ©f the COMPanys  prncipa  ©xecutive  and principal
@nancial  officers OF porsons  performing  similar functions ~ @nd effected by the companys ~ board  of directors Mmanagement and other personnel O provide
reasonable  @SSUranNce regarding the retiabiliy Of financial reporting and the preparation  of financial statements  ror extemal  purposes « accordance  with
generally accepted accounting  principles  companys ~ imeral  GONMrol over financial  reporting includes  th0Se  poicies  ANd procedures  that porain o the
maintenance of records that in reasonable detail accurately 8Nd rainy refiect the transactions  aNd dispositions of the assets ©fthe company provide
reasonable  assurance that transactions are recorded as pecessary to permit preparation  of financial statements in accordance with generally —accepted
accounting principles and that receipts and expenditures of the company are peing Made only = accordance with authorizations of management and
directors of the company and provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition use ©r disposition

of the companys assets that could have material effect ON the financial statements

Because of the inherent limitations Of internal  CONrol oyer financial reporting including "€ possibiiy  Of collusion  or improper ~ Management override  of

controls material misstatements due to error or fraud may not be prevented or detected 0N timely basis AISO prolections ~ ©f any evaluation  ©f the

effectiveness of the internal control over financial reporting O future periods are subject tO the risk that the controls  may become inadequate  because

of changes in conditions or that the degree ©f compliance with the policies ©r procedures may deteriorate

In our opinion the Company maintained in . material respects effective internal control over financial reporting as of December 31 2012 based on

the criteria established  in Internal Control Integrated ~ Framework  issued p, the Committee of Sponsoring Organizations of the Treadway Commission

We have also audited in accordance with the standards of the Public Accountin Oversight Board United States the consolidated financial
ompany g 9
statements and financial statement  schedule as of and ror the year ©Nded December3l 2012 of the Company and our report dated February 12 2013

expressed an unqualified opinion ON those financial statements and financial statement schedule

i DELOILTE ~ TOUCHE LLP
Cleveland ©Ohio

February 12 2013

CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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ITEM Changes in and Disagreements
with Accountants on Accounting

and Financial Disclosure

None

ITEM 9A controls and Procedures

We  maintain disclosure controls and procedures that are designed to assurance ©f achieving the desired control opjectives and  management
ensure that information required to be disclosed in our Exchange Act necessarily was required t© apply == judgment  evaluating the cost-benefit
reports = recorded processed summarized and reported Within the time relationship ©Of possible controls and procedures
periods  specified = the SECS rues and forms and tat  such information = _
. As of the end of the period covered py this report W€ carried out
accumulated and communicated to our Management including our Chief
an evaluation under the supervision and with the participation ©Of our
Executive officer ~and Chief Financial Officer as appropriate to allow timely )
management including our Chief Executive officer —and our Chief Financial
decisions  regarding required  disclosure  based solely on the definition of
Officer Of the effectiveness of the design @nd operation of our disclosure
disclosure  controls and procedures ° Rule  3a-1 5€ promulgated under

controls  and procedures Based on the foregoing our Chief Executive
the Exchange ACt 'n designing and evaluating the disclosure  controls and
officer and Chief Financial Officer concluded that our disclosure controls
procedures management recognized  that gpy controls  and  procedures
and procedures Were effective at the reasonable assurance level
no matter hOW wen designed and operated Can provide only reasonable

CLIFFS NATURAL RESOURCES |INC -2012 Form 10-K 129
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Managements Report on Internal Control
Over Financial Reporting

Our management = responsible  for establishing and maintaining adequate
internal control over financial reporting as Such term .« defined under Rule
13a-15f promulgated under the Exchange Act

Internal control over financial reporting = process designed 1© provide
reasonable assurance regarding the reciiability of financial reporting and the

preparation  of the Companys consolidated

financial statements  for external

purposes in accordance with oneraly  accepted accounting principles
Internal  control  over financial reporting includes those pojicies anNd procedures
that pertain to the maintenance of records that in reasonable detail

and reflect  the transactions

accurately fairly

of the Company reasonable

recorded

provide

as npecessary 'O permit the pre

financial statements in accordance with

principles and that receipts and

made oniy ~ accordance with appropriate

Company and

and directors of the iii p

prevention or timely detection of
of the Companys

statements

regarding
or disposition assets th

on the consolidated financial

assurance

generally

expenditures

and dispositions of the assets
that transactions are
consolidated

paration of the

accepted accounting
of the Company are being

authorizations of management

rovide reasonable assurance
unauthorized acquisition use
at could have material effect

Because of «. inherent |imitations internal control over financial reporting
may not prevent Or detect misstatements AISO  projections  ©of any evaluation
of effectiveness to future periods are subject tO the risk that controls may
become  jhadequate because or changes n conditions or that  the degree
of compliance with the policies or procedures may deteriorate
Management ~ conducted an assessment o the Companys inemal  control
over financial reporting as of December 31 2012 using the framework
specified  in Internal Control Integrated Framework pupiished by the

Committee o gponsoring  Organizations  of the Treadway ~ COMmMission Based

on such assessment management has concluded that the Companys
internal control over financial reporting was effective as of December 31 2012
The effectiveness o the Companys imemal  control over fmancial  reporting

as of December31l 2012 has been audited py Deloitte Touche LLp an
independent  registered  public accounting firm @s stated in their | ooqep
that 5pnearg  herein

12 2013

February

Changes in Internal Control Over Financial Reporting

There have been no changes = our intemal  control over financial reporting ©Of m other factors that occurred during ©OUr last fiscal guarer OF OUr last fiscal
year that have materially affected  or are reasonably likely 'O materially affect our internal  control over financial reporting
ONn  Eebruary 2013 the Company entered into Amendment No to replaces the MaxXiMuM |eyerage ratio coOvenant it maximum
Amended and Restated Multicurrency Credit Agreement the Revolver balance sheet |everage ratio cOvenant that requires the ratio to
Amendment to the Amended and Restated Multicurrency Credit Agreement be below 525 percent and tangible net worth covenant of
dated as of august 11 2011 with Bank or America N.A as administrative approximately $4.6 bilion during the temporary revised covenant
agent and the lenders nNamed therein and Amendment NO  to Term period  and
Loan Agreement the Te€rm Loan Amendment and together with  the
modifies the covenants restricting certain investments and
Revolver Amendment each Credit agreement Amendment to the .
acquisitions the incurrence of certain indebtedness and iiens
Term Loan Agreement dated as of March 2011 with JPMorgan Chase
and the amount of dividends that may be declared or paid in
Bank N.A as administrative agent and the lenders nNamed therein
each case during the temporary revised covenant period
Each Credit other thi
Agreement Amendment  among things The Revolver Amendment . fiea herewith as Exhibit 10.93 and the
increases  the applicable  margin for borrowings  under the applicable Term Loan Amendment . wea herewith as Exhibit 10.96 The foregoing
§ ipti of the Revolver Amendment and the Term Loan
agreement the COMpPanys jeverage '4° = greater than or equal descriptions Agreement
0 350 o .00 for the preceding fiseal quarter during  the temporary are guanniea in their  enurety by reference  to the wu text of the Revolver
Amendmen nd the Term i
revised covenant  period  Which began On February 2013 and ends endment and the Term Loan Amendment as appicable  Which are
on the earier of  December31l 2013 and the date ON which the incorporated herein  py reference
applicable ~ administrative agent  receives notice from the Company
terminating such temporary revised covenant period
CLIFFS NATURAL RESOURCES |INC -2012 Form 10-K



PART

ITEM 10 pirectors Executive Officers and Corporate

Governance

The information be furnished py this Item wu be set forth in our

required to

definitive proxy Statement t© security holders under the headings Board

Meetings and Committees  Audit Committee Business Ethics Policy

and Related Party Transactions Information

16a

Independence
and Nominees

Concerning

Directors and Section Beneficial Ownership Reporting

herein by reference and made

The

and Compliance and . incorporated

part hereof from the proxy Statement information regarding executive

officers required by this Item set forth Part Item Business  hereof

under Executive of the Registrant which information

and made

the heading officers

= incorporated herein py reference part hereof

ITEM 11 Executive Compensation

The information required to be furnished by this Item win be set fortn

Committee

Compensation Compensation Report Compensation

and . incorporated herein py reference  and made . hereof from

in our

Committee

definitive Proxy Statement to security holders under the headings Director

Interlocks  and Insider Participation and Executive Compensation

the proxy Statement

ITEM 12 Security Ownership of Certain Beneficial
Owners and Management and Related

Stockholder

The information required to be furnished py this €M  regarding Related stockholder Matters and security Ownership  will be set forth w our definitive
proxy Statement to security holders Under the headings Independence and Related Party JIransactions and oOwnership ©f Equity Securities of the
Company respectively and - incorporated herein py reference and made pare hereof from the Proxy Statement

Equity Compensation Plan Information

The table below sets forth certain information regarding the following
Plan the MPI Plan the EMPI pjgn the OPIP Plan the VNQDC Plan the
the Directors Plan and the EMPI Plan have been approved by shareholders

equity compensation
NQDC pPian and the Directors

Matters

31 2012
the 2012  Equity

plans as of December 2012 Equity Plan the ICE

Plan only Plan the ICE

cLiIFrs NATURAL  RESOURCES INC -2012 Form 10-K
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OPIP Plan

The OPIP for senior MiNe managers and

of the OPIP

Plan provides an opportunity

salaried employees to earn cash bonuses The purpose

Plan - to encourae improvements  areas Such as energy utilizaton
labor  productivity =~ Controllable  costs and safety by providing incentive
compensation in these greas Certain  participants May

for improvements

elect to defer .. or part Of their cash bonuses under the NQDC Plan For
bonuses earned ad paid in 2011 and those earned in 2011 but paid in
2012 in the OPIP Plan were able to elect to defer

certain participants

ITEM 13

ITEM

portion of such bonus

14 principal

Accountant

PART ..

Fees and sServices

the VNQDC pjan which . described

Transactions and Director |ndependence

The information  required to be furnished  py this Item wau be set forth wn our

and Related party Transactions and « incorporated herein by reference

a or into
above Participants could elect to defer their bonuses under the OPIP Plan
into shares and receive 25 percent match subject to five-year vesting
period Each year the participants under the OPIP Plan must Make their
cash bonus deferral election by December 31 the yoar prior to the
year " Which the bonus . earned eginning in 2012 the OPIP Plan =
NO longer engibie for deferrals

definitive Proxy Statement to security holders under the heading Independence

and made part hereof

from the

Proxy Statement

ITEM 14 principal Accountant Fees and Services

The information  required to be furnished by this Item win be set forn in our definitive proxy Statement
of Independent Registered  Public  Accounting Firm and s incorporated herein  py reference and made  part
CLIFES NATURAL

to security holders

hereof from

RESOURCES

under the heading

the proxy

INC

Ratification

Statement

-2012 Form 10-K
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PART 1v

ITEM 15 Exhibits and Financial Statement Schedules

and List of Financial Statements and Financial Statement Schedules
The following consolidated financial statements  of cliffs Natural Resources Inc are included at Item Financial Statements  and  sypplementary pata above
Statements of Consolidated Financial ~ Position December31 2012 and 2011
Statements of Consolidated Operations vears ended pecember 31 2012 2011 and 2010
Statements of Consolidated Comprehensive Income Years ended December 31 2012 2011 and 2010
Statements or Consolidated Cash Flows vears ended December 31 2012 2011 and 2010
Statements of Consolidated Changes in Equity Years ended December 31 2012 2011 and 2010
Notes to Consolidated Financial ~Statements
The (ollowing consolidated financial  Statement  schedule of ciliffs Natural Resources Inc . included herein « Item 15d and attached as exnibit 99a
Schedule . Valuation and  Qualifying Accounts

An other schedules for Which provision . made

n the applicable  accounting regulation ©of the SEC are not required UNder the related instructions or are
inapplicable and therefore have been omiffed

List of Exhibits Refer to Exhibit Index 0N pages 135-141 Which . incorporated herein py reference

Exhibits tistea in Item 533 above are incorporated herein py reference

The schedule listea above in item 1581 and = attached as Exhibit 99a and incorporated herein py reference
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Signatures

Pursuant to the requirements

ws behalf py the undersigned

Pursuant to the requirements

Registrant ~and in the

Signatures

Is CARRABBA

Carrabba
Is PARADIE
Paradie
Is FLANAGAN
Flanagan

Cunningham

Eldndge

Gluski

Green

Henry

Kirsch

McAllister

Riederer

Ross

Sullivan

capacities

The undersigned by signing

officers and directors

of the

this report © P& signed ©on

Officer

of the

of Section 13 or 15d of the Securies Exchange Act ©f 1934 the Registrant has quy caused
thereunto  guly authorized
CLIFFs NATURAL RESOURCES INC
By Is TIMOTHY FLANAGAN
Name Timothy Flanagan
Title Vice President Corporate
Control/er and cChief Accounting
Date February 12 2013
of the Securities Exchange Act of 1934 this report has been gigned below by the following persons ©On behalf
and on the dates indicated
Tite Date
Chairman pPresident and Chief Executive Officer and Director principal EX€cutive  Officer February 12 2013
Senior Vice President and chief Financial Officer February 12 2013
Vice-President Corporate Controller and Chief Accounting ~Officer February 122013
Director February 12 2013
Director February 12 2013
Director February 12 2013
Director February 12 2013
Director February 12 2013
Director February 12 2013
Director February 12 2013
Director February 12 2013
Director February 12 2013
Director February 12 2013
his Name hereto does gign and execute this Annual  Report On Form  10-K pursuant Power ©f Auorney executed on behalf  of the above-indicated

regstrant  and filed herewith

as Exhibit

24 on behalf

of the

registrant

By

CLIFFS NATURAL

/s/IT.M.PARADIE

Paradie as Attorney-in-Fact

RESOURCES

INC -2012 Form 10-K
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EXHIBIT 21

SIGNIFICANT SUBSIDIARIES

CLIFFs NATURAL RESOURCES INC AS OF DECEMBER 31 2012

Name

Cleveland ciifts  International Hoiding COompany
cliffs  Gibraltar Holdings  Limited

Cliffs Gibraltar Holdings Umited | uxembourg
cliffs Gibraltar Limited

ciitts Asia Pacific on Ore .m0 ppy Ltd
ciiffs Asia Pacific wron Ore pyy Ltd

ciifts Canada  Finance Inc

ciirrs Greene By

cif's  Minnesota mining Company

ciiffis  Natural Resources Holdings Pty Ltd
O1lIPtttFReeourees Luxembourg art
ciiffts  Natural Resources pyy Ltd

ciifts Netherlands

ciirtrs  Quebec Iron  Mining Limited

cirrs NOP 1nc

ciris UTAC  poiding LLC

Northshore Mining  Company

The Bloom Lake ion Ore Mine Limited partnership
The Cleveland-Cliffs Iron Company

Tilden mining COmpany L.C

United Taconite LLC

cLIFFs NATURAL RESOURCES INC -2012 Form 10-K

Cliffs Effective  Ownership
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

75%
100%
85%
100%

Place ©f Incorporation
Delaware USA
Gibraltar
Luxembourg
Gibraltar
Australia
Australia

Ontario Canada
The Netherlands
Delaware USA
Australia
LuXembourg
Australia

The Netherlands
Canada
Michigan USA
Delaware USA
Delaware USA
Quebec Canada
Ohio USA
Michigan USA

Delaware USA



EXHIBIT 231

Consent  of |ndependent  Registered Public  Accounting Firm

We  consent to the incorporation by reference in

Registration statement NO 333-30391 on Form S-8 pertaining  to the 1992 Incentive Equity Plan aS amended and restated as of May 13 1997 and

the related prospectus

Registration ~ Statement NO 333-56661 on Form S-8 gs amended py Post-Effective ~ Amendment NO pertaining  to the Northshore  mining Company
and siver Bay Power Company Retirement Saving Plan and the related prospectus

Registration Statement NO 333-06049 on Form S-8 pertaining to the ciifts Natural Resources Inc  Nonemployee Directors Compensation Plan

Registration Statement NO 333-84479 on Form S-8 pertaining to the 1992 Incentive Equity Plan as amended and restated as of May 11 1999

Registration ~ Statement NO 333-64008 on Form S-8 ¢ amended py Post-Effective ~ Amendment No and Post-Effecive ~Amendment NoO pertaining
to the cuirrs Natural Resources Inc  Nonemployee Directors Compensation pPlan as amended and restated as of january 2004

Registration sStatement NO 333-159162 on Form S-3 dated May 12 2009 | iiaining  t© the  giswation of indeterminate number of COMMON shares
and  accompanying rights that may from time to time be issued at indeterminate prices

Registration ~ Statement NO 333-165376 on Form S-3 dated March 10 2010 pertaining 1O the cgistration of an indeterminate amount of debt securities

that may from time to time be issued at indeterminate prices

Registration Statement NO 333-165021 on Form S-8 pertaining to the 2007 Incentive Equity Plan

Registration ~ Statement NO 333-172649 on Form S-8 dated March 2011  ortaining O the egiswation of an additional 9000000 commoN shares

under the Amended and Restated ciifis 2007 Incentive  Equity Plan and

Registration statement NO 333-184620 on Form s.8 dated October 26 2012 pertaining  to the registration ©of an additional 6000000 common

shares under the Amended and Restated ciifts 2012 Incentive  Equity Plan

°f our reports relating to the consolidated financial statements and financial statement  schedule of ciliffs Natural Resources Inc and the effectiveness of cCiliffs
Natural Resources Inc.s internal control over financial reporting dated February 12 2013 appearing n the Annual Report On Form 10-K or ciirts  Natural
Resources Inc for the year ended December31l 2012

Is DELOIUE TOUCHE vLLP
Cleveland Ohio

February 12 2013

CLIFFS  NATURAL RESOURCES INC -2012 Form 10-K
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EXHIBIT 31.1

Certification
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EXHIBIT 31.2

Certification

Terrance Paradie certiry that
have reviewed tis annual  report ON Form 10-K or cliffs Natural Resources |nc
Based on my knowledge this report d0es not contain gny untrue statement of material fact or omit to State material fact necessary to Make
the statements made in igne Of the circumstances under which such statements were Made not misleading With respect O the period Ccovered

Date

by this  report

Based on my knowledge the financial statements and other financial information included  in this report fairly present in ar material respects the
financial  condition resuits  Of operations ~ and cash flows of the registrant as Of a@nd for the periods presented " ™S report

The registrants ©er  ceritying oficer and  are responsible  for establishing and  maintaining disclosure  controls  @nd procedures  @s defined in
Exchange Act Rules 3a-1 e and 5d-1 5@ and intemal  control over financial reporting as defined = Exchange Act Rules sa-1 5f and sd-1 SF

for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls  and procedures  to be designed under  our supervision
to ensure that material information relating 1O the registrant including == consolidated subsidiaries . made known to us py others within
those entities particularly during  the period ™ WhIiCh this  report = being prepared
Designed Such intermal control over financial reporting ©or caused  such internai control over financial reporting to be designed under our
supervision to provide reasonable assurance regarding the reliability Of financial reporting and the preparation of financial statements for
external  purposes ™ accordance with generally accepted accounting principles
Evaluated the effectiveness of the registrants disclosure  controls  and procedures and presented in this report our conclusions about the
effectiveness of the disclosure  controls and procedures as of the end ©of the period covered py wis report based on such evaluation and
Disclosed in this report any change " the registrants intermal  control over financial reporting that occurred  during the registrants 'MOSt recent
fiscal quarter the registrants [OUrth fiscal quarter in the case of an annual  report that has aterially affected or .. reasonably likely O materialy
affect the registrants internal control over financial reporting and

The registrants ©ter ceritying officer and have disclosed based on our MOSt recent evaluation Of internal control over financial reporting t© the

registrants auditors and the audit COMMIttee of the registrants board of directors Or persons performing  the equivalent functions
Al significant deficiencies and material weaknesses n the design o©Or operation ©Of internal control over financial reporting which are reasonably
iikery to adversely affect the registrants awiiy O record process Summarizeé and report financial  information and
Any fraud whether or not material that involves management or other employees WhO have significant role in the | ogistrants inermal  control
over financial reporting

February 12 2013 By 1s TERRANCE PARADIE

Terrance Paradie
Senior Vice President

Chief Financial Officer

cLirFrs  NATURAL  RESOURCES INC -2012 Form 10-K
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Following ' summary ©f the information istea above for the oo ended December 31 2012
Year Ended December31l 2012
Legal Legal Legal
Section Total Dollar Actions Actions Actions
Section Section Section 107a value of MSHA Pending as Initiated Resolved
Mine Name/MSHA i 1042 SS 104b 104d Citations Proposed of Last Day During During
No Operation Citations Orders Orders Orders Assessmentsl of Period Period Period
Pinnacle  Mine/4601816 Coal 98 26 522565 532 10
pinnacle  P1ant14605868 Coal u 47945
Groan Ridge
1/4609030 Coal
Green Ridge
2/4609222 Coal 2242
Oak Grove/0100851 Coal 125 361746 386
Concord Plantiol 00329 Coal 6018
Dingess
Chilton/4609280 Coal 40 120892
Powellton/4609217 Coal 48 122427 338
Saunders
Prep/4602140 Coal 1344
Toney Forw4609I0I Coal 33 37866 510
Elk UckTipple/4604315 Coal 351 111
Lower War
Eagle/4609319 Coal 12 7276 6121
Elk Lick
Chilton/4609390 Coal
Tilden/2000422 ron Ore 23 123598 713
Empire/2001 012 ron Ore 11128 314
Northshore
Plant/2100831 won Ore 28 134182
Northshore
Mine/2100209 won Ore 16 10994 1915
Hibbing/2101600 ron Ore 28 - 129842 816 11
United Taconite
PlantJ2103404 iron Ore 25 136298 817 13
United Taconite
Mine/21 03403 iron  Ore 3522
Amounts  included  under the heading Proposed ~ Assessments  @re€ we total dollar amounts for proposed ~ assessments  received fom MSHA on or before  December3l 2012
Included i this number are 25 pending legal actions related  © contests of citations and orders  referenced n Subpart of FMSH Acts pocedural rules and 28 pending legal
actions related  to contests of proposed penalties referenced in Subpart ot FMSH Acts procedural rules
This number consists Of  pending legal actions  related o contests of proposed  penaltics  referenced w Subpart of FMSHACES ,ocequral rules
This number consists of pending legal acton related to contests of proposed penalties  referenced n Subpart  of FMSH ACtS pocedural rules
This number conmsists of 11 pending legal acons ~ related w contests  of proposed ~Penalties feferenced/n subpart  of FMSHACtS  proceaura rules
lncluded  w we  number ae  pending legal actions  related w contests  ©Of citations and orders  referenced w Subpart of FMSHACts ocedural rules 33 pending legal actons
related tO contests of proposed penalties  referenced n Subpart of FMSH Acts procedural rules pending  legal action related  «w complaints for compensation referenced
Subpart  of FMSH Acts procedural rules and appeal ©f judges decisions or orders  to FMSHACES | oceaural rules
Included . this nUMber e pending  legal acions  felated 1o comesis  of citatons ~And orders referenced n Subpart of FMSH Acts procedurar rules and 23 pending legal
actions  related to contests of proposed penalties  referenced in Subpart  of FMSH Acts  procedural rules
Included in wis number  are pending  legal actions related  to contests of citations and orders  referenced w  Subpart  of FMSH Acts  procedural rules and 27 pending legal
actons  related to contests O proposed  penalties  referenced in subpart of FMSH Acts procedural rules
This number conmsists ©f  pending legal actions  related o contests of proposed  penalties  "eferenced n Subpart of FMSHACtS  ocedural rules
10 s number consists of  pending legal Actions  related o contests  ©f proposed penaities referenced » sSubpart of FMSHACIS  procequrar rules
11 This number consists of pending legal acton ~related to coniests of proposed Ppenalties  referenced i Subpart of FMSHACLtS  procedural rules
12 icluded  w this number ae  pending  legal actions  related @ conesis  of citations and orders  referenced w Subpart  of FMSHACtS ocequra rules and  pending  tegal achons
rolated o comests  of proposed  penaities  "eferenced w Subpart of FMSH Acts procedural rules
13 incuded  w this number are  pending  legal actons  related to contests  of proposed  penaities *'"M°ed n Subpart of FMSH Acts procedural rules and  appeal ©f judges
decisions or orders to FMSH Acts jrocedural rules
14 This number consists of pending legal actions  related to contests  ©Of proposed  penalties  referenced in subpart  of FMSHACIS  pocequral rutes
15 icudea  m this number ae 18 pending legal acions  related o comesis  of proposed  penaities referenced n Subpart  of FMSHACIS  procedural rules and  appeal ©f judges
decisions or orders to FMSH Acts pocedural rules
16 This number consists of pending legal Aactons  related (o contests  of proposed penalties  referenced in Subpart  of FMSHACtS  pioceaural rutes
17 cludedn w nUmber ae  pending legal actons  related 1o comesis  of citauons and orders referenced w subpart of FMSHACLS  procedural rules and  pending legal actions
related  «© contests of proposed ~ penalties  referenced in Subpart of FMSH Acts  procedural rules
152 CLIFFS NATURAL RESOURCES INC -2012 Form 10-K
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