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Abbreviation or acronym  Term

GAAP  Accounting principles generally accepted in the United States
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Abbreviation or acronym  Term

Wabush  Wabush Mines Joint Venture
Wabush Group

 
Wabush Iron Co. Limited and Wabush Resources Inc., and certain of their affiliates, including Wabush Mines (an unincorporated joint venture of
Wabush Iron Co. Limited and Wabush Resources Inc.), Arnaud Railway Company and Wabush Lake Railway Company

WE� aany akencorporatW Mi r  nca

Taopoaanh syeRai eraanh sye Comp��E� aany akencorpora  oai a buateu ted and Wabush eraanh shsour usTaopo.  LaT aI  of

Wabus aaCompaaCaaComp�ush Grou aaCompaaCaaCompany
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finished goods of 0.8 million long tons in transit or stored at the Port of Toledo to service customers, for which revenue had yet to be recognized. As of
December 31, 2017, under the previous accounting standard, we had finished goods of 1.5 million long tons stored at ports and customer facilities on the lower
Great Lakes to service customers for which revenue had yet to be recognized. Refer to NOTE 1 - BASIS OF PRESENTATION AND SIGNIFICANT
ACCOUNTING POLICIES and NOTE 2 - NEW ACCOUNTING STANDARDS for further discussion on revenue recognition.

Mining and Pelletizing Customers

Our Mining and Pelletizing segment revenues primarily are derived from sales of iron ore pellets to the North American integrated steel industry,
consisting primarily of three major customers. Generally, we have multi-year supply agreements with our customers. Sales volume under these agreements
largely is dependent on customer requirements, and in certain cases, we are the sole supplier of iron ore to the customer. Most agreements contain a base price
that is adjusted annually using one or more adjustment factors. Factors that could result in price adjustments under our contracts include changes in the Platts
62% Price, hot-rolled coil steel price, the Atlantic Basin pellet premium, published Platts international indexed freight rates and changes in specified Producer
Price Indices, including those for industrial commodities, fuel and steel.

During 2018, 2017 and 2016, we sold 20.6 million, 18.7 million and 18.2 million long tons of iron ore product, respectively, from our share of production
from our Mining and Pelletizing segment mines. Refer to Concentration of Customers  below for additional information regarding our major customers.

Metallics Segment

In June 2017, we announced the planned construction of an HBI production plant in Tolediሓd�ing thosing o  me u plaolPg gcer
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We have worked proactively to develop a comprehen
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EXECUTIVE OFFICERS OF THE REGISTRANT

Following are the names, ages and positions of the executive officers of the Company as of February 8, 2019. Unless otherwise noted, all positions
indicated are or were held with Cleveland-Cliffs Inc.

Name Age Position(s) Held
Lourenco Goncalves 61 Chairman, President and Chief Executive Officer (Au� t 201o ӗ present)ӻ and Chairman, President and Chief

Executive Officer of ̯etals UȞA Coldings Corp., an $mericanm manufucturer and processor of steel and other

metals (may 2006 ӗ April  201Ȕ)ģ

Clifford , . EmithĦ� Ğxecutive Ќice President, Chief Operuting Officer (иanuary 2019 ӗ present)ӻ Executive Ќice President, Einess

a evelopment (April 201d ӗ a ecem1er 2018)ӻ and Executive Ќice President, Eeu1orne Ironm Ore (иanuary 201o ӗ

ępril 201d)ģ

, erry G. FedorĦs Ğxecutive Ќice President, U.Ȟ. Ironm Ore (иanuary 201o ӗ present)ӻ and Ќice  ğresident, U.Ȟ. Ironm Ore Operutions

(February 2011 ӗ иanuary 201o)ģ

, imothy Ю. Flanagan o1Executive Ќice President, Chief Financial Officer (иanuary 201  ̦ӗ present)ӻ ,reurer (march 201̅ ӗ a ecem1er

201̦ )ӻ and Ќice President, Corporate Controller and Chief $ccounting Officer (march 2012 ӗ a ecem1er 201 )̅ģ

иames a . Graham dl Executive Ќice President (wovem1er 201o ӗ present)ӻ Chief L0gal Officer (march 201Ȕ ӗ present)ӻ Eecretary

(march 201o ӗ present)ӻ and Ќice President (иanuary 2011 ӗ Octo1er 201o)ģ

maurice a . Curapia̬d̦ Executive Ќice President, Cuman Ùesources (march 201o ӗ present)ӻ Chief $dministrution Officer (иanuary 2018 ӗ

present)ӻ und Ùegional a irector đ Cuman Ùesources  ͌ a̞rric  ̌ Gold of worth $merica, a gold mining compuny

(wovem1er  2011 ӗ march 201o)ģ

, errence Ù. mee o9 Executive Ќice President, Glo1al Commercial (Octo1er 201o ͌ ̱resent)ӻ and Ќice President, Glo1al Ironm Ore Eales

(February 201o ӗ Octo1er 201o)ģ

Ù. Christopher Cebula oa Ќice President, Corporate Controller ќ Chief $ccounting Officer (February 201̦ ӗ ṟesent)ӻ and Eenior a irector đ

Corporate Financial Planning ќ $nalysis ($ ṟil 201Ȕ  ӗ February 201 )̦ģ

$ll 0xecutive officers serve ut the ple ure of the o̞ard. , here ure no urrangements or understandings 1et e̺en uny 0xecutive officer and any other

personm̱ursuant tom̺hich an 0xecutive officer ̺  selected tom1e an officer of the Compuny . , here i  no fumily relations��cunt �unt �unt io܀�mh̺fficer (иa܀�ers serveer
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We cannot be certain that we have been or will be at all times in complete compliance with such laws, regulations, permits and approvals. If we violate
or fail to comply with these laws, regulations, permits or approvals, we could be fined or otherwise sanctioned by regulators. Compliance with the complex and
extensive laws and regulations to which we are subject imposes substantial costs, which could increase over time because of increased regulatory oversight,
adoption of increasingly stringent environmental standards, and increased demand for remediation services leading to shortages of equipment, supplies and
labor, as well as other factors.

Specifically, there are several notable proposed or recently enacted rulemakings or activities to which we would be subject or that would further regulate
and/or tax our customers, namely the North American integrated steel producer customers, that may also require us or our customers to reduce or otherwise
change operations significantly or incur significant additional costs, depending on their ultimate outcome. These emerging or recently enacted rules, regulations
and policy guidance include, but are not limited to: trade regulations, aat egulaµ뀀Thes, 
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from mining operations. All requirements imposed by an 
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Customers outside of the U.S. may be subject to pressures and uncertainties that may affect their ability to pay, including trade barriers, exchange
controls, and local, economic and political conditions. Downturns in the economy and disruptions in the global financial markets have affected the
creditworthiness of our customers from time to time. Some of our customers are highly leveraged. If economic conditions worsen or prolonged global, national or
regional economic recession conditions return, it is likely to impact significantly the creditworthiness of our customers and could, in turn, increase the risk we
bear on payment default for the credit we provide to our customers and could limit our ability to collect receivables. Failure to receive payment from our
customers for products that we have delivered could affect adversely our results of operations, financial condition and liquidity.

Our operating expenses could increase significantly if the price of electrical power, fuel or other energy sources increases.

Our mining operations require significant use of energy. Energy expenses, which make up approximately 20% to 25% in the aggregate of our operating
costs in our Mining and Pelletizing locations, are sensitive to changes in electricity prices and fuel prices, including diesel fuel and natural gas prices. Prices for
electricity, natural gas and fuel oils can fluctuate widely with availability and demand levels from other users. During periods of peak usage, supplies of energy
may be curtailed and we may not be able to purchase them at historical rates. A disruption in the transmission of energy, inadequate energy transmission
infrastructure, or the termination of any of our energy supply contracts could interrupt our energy supply and affect adversely our operations. While we have
some long-਀ aoi
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Guidance is necessarily speculative in nature, and it can be expected that some or all of the assumptions of the guidance furnished by us will not
materialize or will vary significantly from actual results. Accordingly, our guidance is only an estimate of what management believes is realizable as of the date of
release. Actual results will vary from the guidance. Investors should also recognize that the reliability of any forecasted financial data diminishes the further in
the future that the data are forecast. In light of the foregoing, investors are urged to put the guidance in context and not to place undue reliance on it.

Any failure to successfully implement our operating strategy or the occurrence of any of the events or circumstances set forth in our Annual Reports on
Form 10-K or our Quarterly Reports on Form 10-Q could result in actual operating results being different than the guidance, and such differences may be
adverse and material.

We rely on our joint venture partners to meet their payment obligations and we are subject to risks involving the acts or omissions of our joint
venture partners.

We co-own and manage one of our four operating Mining and Pelletizing mines with ArcelorMittal and U.S. Steel. We rely on our joint venture partners
to make their required capital contributions and to pay for their share of the iron ore produced. One of our Mining and Pelletizing joint venture partners is also our
customer. If one or both of our joint venture partners fail to perform their obligations, the remaining joint venture partners�e ria sngd�Ⰰc  
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large capital expenditures that could have a negative effect on our profitability and cash flows. Our business interruption insurance would not cover all of the
lost revenues associated with equipment failures. Longer-term business disruptions could result in a loss of customers, which adversely could affect our future
sales levels and, therefore, our profitability.

Regarding the impact of unexpected events happening to our suppliers, many of our mines are dependent on one source for electric power and for
natural gas. A significant interruption in service from our energy suppliers due to terrorism or sabotage, weather conditions, natural disasters, or any other
cause can result in substantial losses that may not be fully recoverable, either from our business interruption insurance or responsible third parties.
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V. DEVELOPMENT AND SUSTAINABILITY
RISKS

The cost and time to implement a strategic capital project may prove to be greater than originally anticipated.

We underta�Ff
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could affect adversely our ability to mine any associated reserves. In addition, from time to time the rights of third parties for competing uses of adjacent,
overlying, or underlying lands such as for roads, easement�ol
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Our expenditures for post-retirement benefit and pension obligations could be materially higher than we have predicted if our underlying
assumptions differ from actual outcomes, there are mine closures, or our joint venture partners fail to perform their obligations that relate to
employee pension plans.

We provide defined benefit pension plans and OPEB to certain eligible union and non-union employees, including our share of expense and funding
obligations with respect to our unconsolidated joint venture. Our pension and OPEB expenses and our required contributions to our pension and OPEB plans
are affected directly by the value of plan assets, the projected and actual rate of return on plan assets, and the actuarial assumptions we use to measure our
defined benefit pension plan obligations, including the rate at which future obligations are discounted.

We cannot predict whether changing market or economic conditions, regulatory changes or other factors will increase our pension and OPEB expenses
or our funding obligations, diverting funds we would otherwise apply to other uses.

We have calculated our unfunded pension and OPEB obligations based on a number of assumptions, including our joint venture partners satisfying
their funding obligations. If our assumptions do not materialize as expected, cash expenditures and costs that we incur could be materially higher. Moreover, we
cannot be certain that regulatory changes will not increase our obligations to provide these or additional benefits. These obligations also may increase
substantially in the event of adverse medical cost trends or unexpected rates of early retirement, particularly for bargaining unit retirees.
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Item 4. Mine Safety Disclosures

We are committed to protecting the occupational health and well-being of each of our employees. Safety is one of our core values, and we strive to
ensure that safe production is the first priority for al�te ty to t cuprd pto pwetcming tewe weedto p tecalutogsue mcagedcction se heoprdprio tcwetrivdotedfe pwep
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

Management's Discussion and Analysis of Financial Condition and Results of Operations ("MD&A") is designed to provide a reader of our financial
statements with a narrative from the perspective of management on our financial condition, results of operations, liquidity and other factors that may affect our
future results. The following discussion should be read in conjunction with the consolidated financial statements and related notes that appear elsewhere in this
document.

 
Industry Overview

The key driver of our business is demand for steelmaking raw materials from U.S. steelmakers. During 2018, the U.S. produced approximately 87
million metric tons of crude steel, which is up 6% when compared to 2017, or about 5% of total global crude steel production. U.S. total steel capacity utilization
was approximately 78% during 2018, which is an approximate 6% increase from 2017. Throughout 2018, global crude steel production increased about 5%
compared to 2017, driven by an approximate 7% increase in Chinese crude steel production.

The Platts 62% Price decreased 3% to an average price of $69 per metric ton for the year ended December 31, 2018 compared to 2017. Volatility in the
iron ore price impacts our realized revenue rates, but the price of iron ore and our revenue realizations are not fully correlated. Pricing mechanisms in our
contracts reference the Platts 62% Price, but our prices are somewhat protected from potential volatility given that it is just one of many inputs used in contract
pricing formulas. While iron ore pricing over the past year has remained relatively stable, we recognize that a change in behavior of the major iron ore producers
and/or Chinese steelmakers could either lift or put pressure on iron ore prices in the near term. During 2018, the main trend that emerged was the more
selective iron ore buying behavior among Chinese mills, which caused significant divergence in pricing for different grades of ores, but kept the Platts 62% Price
at its most stable levels since daily pricing was introduced a decade ago. This intensified focus on iron ore quality is driven primarily by both a greater emphasis
on environmentally friendly steelmaking and enhanced productivity (as less efficient mills have been shut down).

The Atlantic Basin pellet premium, another important pricing factor in our contracts, averaged $59 per metric ton for the year ended December 31,
2018, a 30% increase compared to 2017. We believe the supply-demand dynamics of this market will continue to be favorable for us. Heightened demand for
iron ore pellets is a result of rapiH㝐�ra t
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Income from discontinued operations, net of tax

During the year ended December 31, 2018, we recorded income of $88.2 million within Income from discontinued operations, net of tax . For the year
ended December 31, 2018, net income attributable to Asia Pacific Iron Ore was $118.3 million. As a result of the liquidation of substantially all of the Australian
subsidiaries' net assets, the 
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Income from discontinued operations, net of tax

For the year ended December 31, 2017, we recorded Income from discontinued operations, net of tax  of $2.5 million. During 2017, the Wabush Scully
Mine was sold as part of the ongoing CCAA proceedings for the Wabush Group, which resulted in a net gain of $31.4 million. The gain was offset by an
estimated liability of $55.6 million, which was established based on the probable assertion of a preference claim against the Company and was classified
as Contingent claims in the Statements of Consolidated Financial Position . Additionally, for the year ended December 31, 2017, we recorded income of $21.2
million within Income from discontinued operations, net of tax  relating to our Asia Pacific Iron Ore operations.

For the year ended December 31, 2016 we recorded a gain from discontinued operations of $76.7 million, which was attributable to income generated
by our Asia Pacific Iron Ore operations of $96.6 million, offset partially by a loss related to our North American Coal and Eastern Canadian Iron Ore operations.

Refer to NOTE 13 - DISCONTINUED OPERATIONS for further information.

Noncontrolling Interest

During 2017, our ownership interest in Empire increased to 100% as we reached an agreement to distribute the noncontrolling interest net assets of
$132.7 million to ArcelorMittal, in exchange for its interest in Empire. The agreement had no direct impact on the Loss (income) attributable to noncontrolling
interest in the Statements of Consolidated Operations . However, for the year ended December 31, 2017, the Empire mine was indefinitely idled resulting in a
loss attributable to the noncontrolling interest of $3.9 million. In comparison, during the year ended December 31, 2016, the Empire mine was operating and
had income of $25.2 million attributable to