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Item 8.01. Other Events.

As previously announced, on December 2, 2019, Cleveland-Cliffs Inc. (“Cliffs”), AK Steel Holding Corporation (“Holding”) and Pepper
Merger Sub Inc., a direct wholly owned subsidiary of Cliffs (“Merger Sub”), entered into an Agreement and Plan of Merger (the “Merger Agreement”)
providing for Cliffs’ acquisition of Holding. Under the terms of the Merger Agreement, Merger Sub will merge with and into Holding (the “Merger”)
and Holding will survive the Merger and become a direct wholly owned subsidiary of Cliffs. The completion of the Merger remains subject to
customary conditions. The Merger is currently expected to close in the first quarter of 2020.

This Current Report on Form 8-K is being filed to provide the pro forma financial information set forth under Item 9.01 below, which is
incorporated herein by reference.

Item 9.01. Financial Statements and Exhibits.

(b) Pro forma financial information
The following unaudited pro forma combined financial information is filed as Exhibit 99.1 hereto and is incorporated herein by reference.
* Unaudited Pro Forma Combined Statement of Operations for the fiscal year ended December 31, 2019;
* Unaudited Pro Forma Combined Statement of Financial Position as of December 31, 2019; and

* Notes to the Unaudited Pro Forma Combined Financial Information.

(d) Exhibits.

Exhibit

Number Description

991 Unaudited Pro Forma Combined Financial Information

101 Cover Page Interactive Data File - the cover page XBRL tags are embedded within the Inline XBRL

document.
104 The cover page from this Current Report on Form 8-K, formatted as Inline XBRL.
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UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

On December 2, 2019, Cleveland-Cliffs Inc. {(*Cliffs"), Pepper Merger Sub Inc. ("Merger Sub") and
AK Steel Holding Corporation (*Holding") entered into an Agreement and Plan of Merger (as it may be
amended from time to time, the “Merger Agreement”) pursuant to which, subject to satisfaction or (to the
extent permitled by law) waiver of the conditions set forth in the Merger Agreament, Cliffs will acguire
Holding by way of the Merger (as defined below).

Under the Merger Agreement, al the effeclive time of the Merger, Merger Sub will merge wilth and
into Holding, with Holding continuing as the surviving corporation and bacoming a diract, wholly ownad
subsidiary of Cliffs (the "Marger”).

As arasult of the Merger, each share of Holding comman stock issuad and outstanding immeadiately
prior to the effective time of the Merger (other than exciuded shares) will be converted into the right to
receive the merger consideration of 0.400 Cliffs common shares, and if applicable, cazsh in lieu of any
fractional Cliffs common shares. Cliffs estimates that, immediately following completion of the Merger,
former holders of Holding common stock will own approximately 32% and pre-Merger holders of Cliffs
common shares will own approximately 68% of the commen shares of the combined company,

The unaudited pro forma combined financial information set forth below gives effect to the Merger,

The accompanying unaudited pro forma combined financial information was prepared in
accordance with Article 11 of Regulation S-X, The historical consolidated financial information in the
unaudited pro forma combined financial information has been adjusted to give effect to pro forma events
that are (1) directly attributable to the Merger, (2) factually supportable and (3} with respect to the unaudited
pro forma combined statement of operations, expecied to have a continuing impact on the combined resulis
of Cliffs and Holding.

The unaudited pro forma combined financial information does not give effect to any cost savings,
operating synergies or revenue synergies that may result from the Merger or the costs to achieve any
synergies.

The unaudited pro forma combined financial information has been presented for informational
purpases only and is not necessarily indicative of what the combined company’s financial position or results
of operations would have been had the Merger been completed as of the dates indicated. In addition, the
unaudited pro farma combined financial information does not purport lo project the future financial position
or operating results of the combined company.

The unaudited pro farma combined financial information contains estimaled adjustments, based
upon available information and certain assumptions that Cliffs believes are reasonable under the
circumstances. The assumptions underlying the pro forma adjustments are described in greater detail in
the accompanying notes to the unaudited pro forma combined financial information. In many cases, these
assumptions were based on preliminary information and estimates.

The unaudited pro forma combined financial information is presented fo illustrate the estimated
effects of the Merger, based on the historical financial position and results of operations of Cliffs and
Halding, presented as follows:

The unaudited pro forma combined statement of operations for the year ended December 31, 2019
was preparad based on:

(1) the Cliffs historical audited consolidated statement of operations for the year ended December
N, 2019, and

(2) the Holding histonical audited consclidated staterment of operations for the year ended
Decamber 31, 2019,

EXHIBIT 99.1




The unaudited pro forma combined statement of financial position as of December 31, 2019 was
prepared based on:

(1) the Cliffs historical audited consclidated statement of financial position as of December 31,
2019; and

(2) the Holding histoncal audited consolidated balance sheet as of December 31, 2018

The unaudited pro forma combined financial information should be read in conjunction with this
historical financial information and related notes of Cliffs and Holding from which the information was
darivad:

(1) Cliffs’ Annual Report on Form 10-K for the year ended December 31, 2019, filad with the
Securities and Exchange Commissian (tha "SEC") on February 20, 2020; and

{2) Holding's Annual Report on Form 10-K for the year ended December 31, 2018, filed with the
SEC on February 20, 2020.

The Merger will be accounted for using the acquisition method of accounting in accordance with
Accounting Standards Codification (*ASC") Topic 805, Business Combinations. Cliffs management has
determined that Cliffs is the acquirer for financial accounting purposes.  In identifying Cliffs as the
accounting acquirer, management considered the structure of the Merger and other actions contemplated
by the Merger Agreement, the relative outstanding share ownership and market values of Cliffs and Halding,
the composition of the combined company's board of directors, the relative size of Cliffs and Holding, and
the designation of certain senior management positions of the combinad company.

The unaudited pro forma combined statement of operations for the year ended December 31, 2019
assumes the Merger occurred on January 1, 2019, The unaudited pro forma combined statement of
financial position as of December 31, 2019 assumes the Merger occurred on December 31, 2019,




Unaudited Pro Forma Combined Statement Of Operations

(Dellars and shares, in millions, except per share amounts)
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Unaudited Pro Forma Combined Statement OFf Financial Position

As of December 31, 2019
(Dollars, in millions)
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Notes to Unaudited Pro Forma Combined Financial Information

Mote 1: Description of transaction

On Decamber 2, 2019, Cliffs, Merger Sub and Holding entered into the Merger Agreemeant pursuant
o which, subject to satisfaction or (to the extent permitted by law) waiver of the conditions set forth in the
Merger Agreement, Cliffs will acquire Holding by way of the Merger.

Under the Merger Agreement, at the effective time of the Merger, Merger Sub will merge with and
into Holding, with Holding continuing as the surviving corporation in the Merger and as a direct, wholly
owned subsidiary of Cliffs,

As a result of the Merger, each share of Holding common stock issued and outstanding immediately
prior to the effective time of the Merger (other than excluded shares) will be converted into the right to
receive the merger consideration of 0,400 Cliffs common shares, and if applicable, cash in lieu of any
fractional Cliffs commaon shares. Cliffs estimates that, immediately following completion of the Merger,
former holders of Holding common stock will own approximately 32% and pre-Merger holders of Cliffs
common shares will own approximately 68% of the commaon shares of the combined company.

The unaudited pro forma combined financial information is based on the historical consolidated
financial information of Cliffs and Holding and has been prepared to give effect to the proposed Merger and
related financing transactions. Cliffs intends to replace or refinance certain of AK Stesl Corporation’s {"AK
Steel”) outstanding debt in conjunction with the completion of the Merger and to underake financing for,
amang other things, the paymeant of related fees and expenses. Anticipated financing activilies include
Cliffs issuing new long-term secured debt in the form of senior secured notes in the aggregate principal
amount of approximately $550 million, Cliffs issuing unsecured debt in the form of senior guaranteed notes
in the aggregate principal amount of approximately $400 million, replacing AK Steel's existing revolving
credit facility with a new combined asset-based revolving credit facility and exchanging up to $662 million
aggregale prncipal amount of AK Steel debt for a like amount of debt of Cliffs with identical terms with
respect to maturity and inleresl rales.

Mote 2: Basis of presentation

The unaudited pro forma combined financial information was prepared using the acquisition methad
of accounting, with Cliffs considerad the accounting acquirer of Holding. Under the acquisition meathod of
accounting. the preliminary purchase price is allocated to the underying tangible and intangible assets
acquired and liabilities assumed based on their respective fair market values, with the excess purchase
price, if any, allocated to goodwill. To prepare the unaudited pro forma combined financial infarmation,
Cliffs adjusted Holding's assets and liabilities to their estimated fair values based on Cliffs’ preliminary
valuation work. Cliffs has not complated the detailed valuation work necessary to finalize the required
astimatad fair values and estimated useful lives of Holding's assets to be acquired and liabilities to be
assumed and the related allocation of the purchase price. The final allocation of the purchase price will be
determined after completion of the Merger and determination of the estimated fair value of Holding's assets
and liabilities, and associated tax adjustments. Accordingly, the final acquisition accounting adjustments
may be matedally different from the unaudited pro forma adjustments contained herain,

The unaudited pro forma combined financial information has been compiled in a manner consistent
with the accounting policies adopted by Cliffs, Certain financial information of Holding as presented in its
histerical consolidated financial statements has been preliminarily reclassified to conform to the historical
presentation in Cliffs’ consolidated financial statements for the purposes of preparing the unaudited pro
forma combined financial information. Upon completion of the Merger, Cliffs will perform a full and detailed
review of Holding's accounting policies. As a result of that review, Cliffs may identify additional differences
between the accounting policies of the twa companies that, when confarmed, could have a material impact
on the consolidated financial statements of the combined company.

Historical results should not be considered indicative of future combined company performance as
there are cerdain non-recurring items. For example, Holding's historical financial slatements include

5




naon-recurring Ashland Werks closure charges of $69.3 million for the year ended December 31, 2018 and
charges related to pension plan annuity transactions, which resulted in a non-cash pension setflement
charge of $26.9 million for the yvear ended December 31, 2019,

Mote 3: Accounting policies

The unaudited pro forma combined financial information reflects adjustments to conform Holding's
resulls to Cliffs' accounting policies, There is a significant difference between the respective company
accounting policies related (o pension and other postretirement employes benalit ("OPEB") amorization
methods. Both Holding and Cliffs use a “corridor,” dafined as 10% of the larger of the projected beneafit
obligation and plan assets, to determine recognition of previously unrecognized actuarial net gains or
losses. Holding immediately recognizes net actuarial gains or losses that exceed the corridor and amortizes
net actuarial gains or losses within the corridor over the plan participants” average life expectancy. Cliffs
amorlizes nel actuarial gains or losses that exceed the cormdor over the plan participants” average fulure
service period,

Mote 4: Reclassification adjustments

Certain reclassifications have been applied to the histarcal presentation of Holding's statements of
operations and balance sheel to conform o Cliffs’ financial statement presentation.

Reclassifications lo Holding's consolidated statement of operations for the year ended
December 31, 2019 are as follows:

{In millions) {In milliens) (In millions}
Historical Ak Stesl Historical Ak
Haolding Steel Holding
Corporation Bafore Corpaoration After
Financial Staternent Line Reclassifications Reclassifications MHotes Reclassifications
Cost of goods sold .. s St [5606.3) S (1928) i -4 (5.798.9)
Salling, general and admlms ]
BXPENSES (285.2) 23 0 {265.9)
Miscellaneous —net .. T {85.3) &, (85.3)
Depreciation ... P (192.6) 1926 | -
Ashland Wnrlm G[CIELI'E! (56.0) 56.0 il —
Interest expense, net . {146.6} 09 W (145.7)
Gain (kogs) on s:cungulsrment of debt —_— 0B v [1E-3
Pansion and OPEB income (expanse).. {12.0) 120 v —
Other income (EXpense) ... ‘ 18.5 {18.5) v, v vii —_—
Other non-operaling income ... — 5.0 i, wil 5.0

Represents the reclassification of $192.6 million of Depreciation to Cost of goods sold.

ii. Represents the reclassification of research and development costs of 29,3 milion from Selling,
general and administrative expenses to Miscellaneous - nel.

ii. Represenls the reclassiiication of $56.0 million of closure cost expenses from Ashland Works closure
to Miscellaneous - net,

iv. Reprasents the reclassification of $0.9 million of interest incoma from Other incomea (expansa) to
Interest expense, net.

v. Representz the reclazsification of debt extinguizhment gains of $0.6 milion from Other income
{expense) to Gain (loss) on extinguishment of debt.

vi. Represents the reclassification of losses of $12.0 million from Pension and OFEB income (expensze)
to Other non-operating income.




vii. Represents the reclassification of gains of $17.0 million from Other income (expense) to Other non-
operating income.

Reclassifications to Holding's consalidated balance sheet as of December 31, 2019 are as follows:

{ln millbons)  (In milliens) I millions}
Histarical AK Stesl Histarical AK
Halding Siteel Holding
Corporation Bafora Corporation After
Financial Statement Line Reclagsifi R fi e Motes Reclassifications
Inventories ..... AL RRL IR BB £ 13462 5 40.8 i -3 1.387.0
Derivative assets....... - 124 [] 12.8
Other current assets ............ 65.2 {128 i 523
Goodwill and intangible assels. 2934 (293.4) i —
Other non-current assals . i 345.0 2834 Hi 6384
Accounts payabe..........oociin. 2 T05.1 40.8 i 7458
Current portion of pansion and other
postretirernent benefit cbligations ... 41.0 41.0) W —
Other current liabilities ..o — 41.0 W 41.0
Envircnmental and mine closure
OBBOREONE. ... e e sivimciin s e brsin b s — 328 W 325
Other non-current liabilities ... 366.2 (32.8) W 3138

i Represents an increase in Raw materials inventories and Accounts Payable of $40.8 million to Holding
Historical balances to reflect inventory in which control transferred from Cliffs to Holding under ASC
Topic 606.

ii. Represents the reclassification of $12.9 million of Other current assets to Derivative assets.

ii. Represents the reclassification of $293.4 million of Goodwill and intangible assets to Other non-current
assets,

iv. Reprasents the raclassification of $41.0 million of Current portion of pension and other postratiremant
banefit obligations to Other current liabilities.

v. Represanis the reclassification of 532 8 million of Other liabilities to Environmental and mina closure
obligations.

Mote 5: Purchase consideration

The unaudited pro forma combined statement of financial position has been adjusted to reflact a
preliminary allocation of the estimated purchase price to Holding's identifiable assets to be acquired and
liabilities to be assumed, with any remaining excess recordad as goodwill, if applicable, The preliminary
purchase price allocation in this unaudited pro forma combined financial information is based upon an
astimated purchasa price of approximately $1,753.3 million as detarminad by:

s the cosing price per Cliffs common share on February 21, 2020, multiplied by 126 & million
Clifis common shares (the estimated number of shares that will be issued to Holding
stockholders in connection with the Merger, based on the 0.400 exchange ratio and the 316.9
million shares of Holding commaon stock outstanding as of February 21, 2020);

+ the closing price per Cliffs common share on February 21, 2020, multiplied by 0.6 million shares
(the estimatad number of shares underying Holding equity awards that will be converted into
awards with respect to Cliffs common shares upon completion of the Merger, based on the
number of shares of Holding common stock underying such awards as of February 21, 2020
and the exchange ratio);




» the portion of the fair value attribufable to pre-Merger completion of service with respect fo
outstanding equity awards held by Holding employeeas that will be converted into awards with
respect to Cliffs commaon shares,

» the estimated cash consideration payable in lieu of fractional shares owed to current Holding
common stockholders, which amount is not material; and

« lhe estimaled fair value of the outstanding 7.50% senior secured notes due 2023 issuad by AK
Steal and the oulstanding balance on AK Steel’s existing revolving credit facility, which are
currently expected to ba refinanced in connection with the Margar.

Tha pra forma purchase price adjustments are praliminary and are subject to change based on the
Cliffiz common share price, the number of shares of Holding common stock outstanding, the number of
equity awards that will be converted, the plan with respect to, and execution of, the debt restructuring that
is scheduled o occur at closing, as well as the actual net langible and intangible assets and liabilities that
exist on the closing date of the Merger. Increases or decreases in the purchase price and estimated fair
value of assets and liabilities will resull in adjustments thal could malerally impact the unaudited pro farma
combinad financial information. For example, a 10% increase (or decreasa) to the Cliffs common share
price would increase (or decrease) the estimated purchase price and allocation of fair value by $91.2 million.

Total estimated transaction consideration is calculated as follows:

{Daltars, in millions) Amount
Fair value of Cliffs commaon shares issued for Holding outstanding common

slock and vesled equily awards ... I 903.3
Fair value attributable to pre- Margar sarwca for cr:mvarlad equtty awards 15
Estimated fair value of AK Sieel's debt to be refinanced in connection wlth

the Merger... e 848.5

H 1,753.3

Total esiimated transaction ms#deratinn

Thae fair value of Cliffs common shares issued for cutstanding shares of Holding commaon stock and
with respect to Cliffs common shares underlying converted Holding equity awards that are vested or
expected to vest upon completion of the Merger is calculated as follows:

{In millions, except par share amounts) Amount
Mumber of shares of Holding commaon stock outstanding as of Fﬁbmary 21,

2020 .. - 369
Number ul Huldmg 5tock aw&rds ea-:pec:led to U‘EEt and.fur be |55ued asa

rESUIt Of the MENGEM T ) reein s irnerssss s sasssseseen s sesmsasas se1svesessas snat s smsmsaas s 1.5
Total outstanding shares of Holding comman stock entitied to merger

consideration and underlying converled vestad equity awards ... 3184
Exchange ratio{2) 0.400
Cliffs common shares issued for Holding cutstanding common stock and

underlying converted vested equity awards... 1274
Closing price of Cliffs common share as of Februanr 21 2[}2{] e 7.09
Fair value of Cliffs common shares issued for Holding uuts’landmg

common stock and vested equity awards..............cocninn e $ 903.3

(1) Represents Holding stock awards expected to vest as a result of the Merger, which is considered a
“change in control” for purposes of the award agreements.

(2) The exchange ratio is egual to 0.400 in accordance with the Merger Agreement.




The fair value of Cliffs common shares underlying Holding outstanding equity awards that will be converted

into awards with respect to Cliffs commaon shares is calculated as follows:

(Daltars, in millions, except per share amounts ) L Amount
Mumber of Holding stock awards outstanding(1). ... e ecceeeen e 28
Exchange ratio{2) 0.400
Cliffs equity awards issued for Holding outstanding eguity awards ..........eeee 1
Closing price of Cliffs common share as of February 21, 2020.. 5 7.09
Fair value of Cliffs equity awards issued for Holding wtslandlng Eqmty Euwards ] 7.8
Less: Estimated fair value allocated to post-acquisition compensation expensa .. (6.3)
Fair value of awards included in consideration.....................ccccee. 9 1.5

(1}

Represents Holding stock awards that will be converted into awards with respect to Cliffs shares upon
completion of the Merger. Holding eguity awards include awards issued under various stock incentive
plans of Holding.

(2) The exchange ratio is egual to 0.400 in accordance with the Merger Agreement.
The estimated fair value of AK Steel's debl included in consideration is calculated as follows:

{Im milions} Amount

AK Steel's existing revolving credit Facility ... .o i B 4500
7.50% Senior Secured Notes due July 2023 ..o e, 380.0

§ 8300

Estimated debt issuance costs. .. 18.5
Fair value of debt included in Dunmdﬂrntlnn R 848.5

Amounts oulstanding under AK Steel's existing revolving credit facility will potentially change

batween the December 31, 2019 balance sheet used for purposes of these unaudited pro forma combined
financial statements and the closing date, and Cliffs may determine not to refinance or to rollover a portion
of the outstanding AK Steel debt. Accordingly, the amount of AK Steel debt actually repaid on the closing
date in connection with the Merger may differ from the amount expecied to be repaid and included as part
of consideration as of the date of these unaudited pro forma combined financial statements,

The fallowing is a preliminary estimate of the assets to be acquired and the liabilities to be assumad

by Cliffs, as if the Merger had occurrad on December 31, 2019:

{In milligns) Amount

Cash and cash equivalents . 5 31.0
Accounts receivable. net.. 577.9
Inventories.. ... cumenns 1.503.7
Derivative assets . 129

Other current assats ..... 523

Property, plant and E:qmpment ne 24486
Deferred income faxes... 56.3
Other nen-current asaets. 749.0
Accounts payable.. (745.9)
Accrued liabilities ...... {133.8)
Other current liabilities . (221 .6)
Long-term debt... {1,167.3)

Pension and c-thar puslrehren‘nent b-er.eﬁt Ilabdmes (717.8)
Environmental and mine closure ohl-gahcns -2 (32.6)
Cther nen-current llabilities ... e i (333.6)
MNoncantroliing |n1Jeresl (325.8)

Total CONSIARIAtON........ oo 817903




Mote 6: Adjustments to Pro Forma Combined Statement of Operations

a. Revernue from product sales and services—Represents elimination of revenues eamed by Cliffs on
sales to Holding that would be considered intercompany transactions and will be eliminated in the
consolidated financial statements of the combined company following completion of the Merger,
Revenue eliminated for the year ended December 31, 2019 was $597.1 million,

b. Costs of geods sold—Represents adjustments comprised of the following:

Year Ended
December 31,
{In millions) 2019
Amaortization of acquired intangible 8ssets (i}....cecen e - 8 (9.9)
Depreciation of property, plant and equipment (i) . {47.0)
Total pro forma transaction adjustments ............cccco e AR 5 {56.9}
Elimination of costs related to intercompany sales from Cliffs ta Holding (iii)........ 3 56898

(i} Represents net impact of removal of historical amortization expense and increased amortization
expense for the fair value of definite lived intangible assets recognized as part of acquisition
accounting. Amortization expanse for inlangible assets is calculated using the straight-line method,

(i} Represents adjustment to depreciation expense due to the recagnition of Holding's property, plant and
aquipment at their preliminary fair values in acquisition accounting, depraciated over their estimatad
remaining useful lives, detarmined in accordance with Cliffs’ policy.

{iii) Represents elimination of cost of goods sold relating to transactions betwaen Cliffs and Holding that
would be considered intercompany transactions and will be eliminated in the consolidated financial
staterments of tha combinad company following the Merger.

¢ Seling, general and administrative expenses—Represents the elimination of $8.3 milion in
nan-recurring transaction costs incurred ralatad to the Merger,

d. Interest (expanse} income, nel—Represents adjustments to reflect the planned refinancing of AK
Steal's historical dabt in connection with the Margar:

Year Ended
December 31,
{In millions) 2019
Elimination of AK Steel's historical debt issuance costs and original issue
g i S T TIRE R S e § 145
Decreased interest expense from the planned debt refinancing .. a7
Total pro forma transaction BdjUSIMENTS ... e e 24.2

A 0. 125% increase in anticipated interest rates is not expected to have a material impact on pro forma
interest expense

&, Other non-operating income (expensa)—Tha 5121 milion adjusiment relales to non-service pension
banafit costs for the year ended December 31, 2018, Thesa adjustmeants reflect the alimination of prior
senvice cost and actuarial loss amortization, and the net impact of the estimated remeasurement of the
liability on interest costs and expected return on plan assets to conform to Cliffs’ accounting policy.

f. Income tax benefit (expense)—Represents adjusiments to reflect the following: i) income tax expense
on Historical AK Steel Holding Corporation After Reclassifications—Income (Loss) From Continuing
Operations Before Income Taxes, attributable to Holding stockholders, at a statutory rate of 24.5% to
remove the historical impact of the valuation allowance and ii) incoma tax impact of Pro Forma
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Transaction Adjustments that affect Income (Loss) From Continuing Operations Before Income Taxes
at a statutory rate of 24.5%.

The Elimination adjustments to Income tax benefit (expense) represent the income tax impact of
aliminations that affect Income from Continuing Operations Before Income Taxes at & statutory rate of
24.5%.

g. Basic average number of shares—Reflects the pro forma issuance of 127.4 million Cliffs comman
shares issued in exchange for outstanding shares of Holding common stock and underlying converted
Holding equity awards that vest immediately upon closing of the Merger in accordance with the Merger
Agreement.

h. Diluted average number of shares—Reflects the pro forma issuance of 128.5 million Cliffs common

shares in exchange for outstanding shares of Holding common stock and Chffs common shares
underlying converted Holding equity awards thal vest immediately upon closing of the Merger, and the
potential issuance of Cliffs common shares under equity awards convertad in accordance with the
Merger Agreement. In connection with the Merger, unvested awards held by certain Holding employees
will be converted to Cliffs awards with respect to a number of Cliffs common shares determined by the
exchange ratio.

Mote 7: Adjustments to Unaudited Pro Forma Combined Statement of Financial Position

Cash and cash equivalents—Adjustments for estimated transaction costs total $86.0 million. Estimatad
fransaction costs include legal, consulting, regqulatory, filing and other fees diractly related to the Merger,

Accounts receivable, nel, Accounts payable and Other current liabilitiess—Represants elimination of
balances related to supply agreaments between Cliffs and Holding for the sale and purchase of iron
ore peliets.

k. Inventories—includes the estimated fair value adjustment to step-up Holding's finished goods by
$116.7 million to & preliminary estimated fair value of $1,503.7 million for raw materials, semi-finished
goods and finished goods inventories. The astimated step-up inventory will increase cost of goods sold
as the acquired inventory is sold within the first turn of inventory after the Merger. As there is no
continuing impact, the effect on cost of goods sold from the inventory step-up is not included in the
unaudited pro forma combined statemant of operations.

Inventories ware also impactad by $63.7 million for the elimination of pellet costs as of Decamber 31,
2019 related to pellets sales and purchases between Cliffs and Holding.

|.  Property, plant and equipment, net—Represents the elimination of Holding's historical accumulated
depreciation of $5.2 billion and the preliminary estimated fair value adjustment to step-up Holding's
property, plant and equipment by $516.7 million to a preliminary fair value of $2.4 billion. The
preliminary estimated fair value is expected to be depreciated over the estimated useful lives of the
assets, generally on a straight-line basis.

Estimated Remaining
Property, Plant and Equipment Classification _Estimated Fair Value Useful Life
Land, land improvements and leasehold
R [ty e R G Y e e el O 2073 Pt
Bl | s st I e S A S S 388.3 10-13 years
Machinery and equipmEnt........cccoccoeinesimsasas e 1,700.0 2-10 years
Construction iN Progress ... e s 153.0 M
TRl s b e Mt S e s tahets) B 24486

The preliminary estimated fair values and estimated useful lives are praliminary and subject to change
onca Cliffs has sufficient information as to the specific types, nature, age, condition and location of




Holding's property, plant and eguipment. The finalization of the detailed valuation work may have a
material impact on the valuation of property, plant and equipment and the purchase price allocation.

m. Deferred income taxes—Represents adjustments to record the income tax impact at a statutory rate of
24.5% on certain preliminary fair value adjustments resulting in 5170.8 million of deferred tax liabilites.
The Defarred income taxes are also adjusted to include the release of the valuation allowance on the
historical tax basis of Holding deferred tax assets that are more likely than not to be realized upon the
consummation of the Merger. The valuation allowance release adjustment includes 363.5 million
related to net operating loss camyforwards and $163.6 million related to all other domestic net deferred
tax assets that are expected to be realized in the future.

n. Other non-current assets—Represents adjustments to record the preliminary estimated fair value of
intangibles of approximately $404.0 million, which represents an increase of $110.6 million over
Holding's net book valug of intangible assets prior to the Merger. The estimaled fair values of
identifiable intangible assets are preliminary and are determined based on assumplions that market
participants would use in pricing an asset, based on most advantageous market for the asset {i.e., its
highest and best use).

The relief from royalty method, a form of both the Income Approach and Market Approach, was used
o value the trade names and rademarks and lechnology intangible assets. The relief from royalty
method measures the benefit of owning intellectual propery as the “reliel” from the royally expense
that would otherwise be incurred by licensing the asset from a third party.

The final fair value determinations for identifiable intangible assets may differ from this preliminary
determinaticn, and such differences could be material. The intangible assets acquired primarily consist
of the following:

[In millions)

Intangible Amortization Estimated

Type Estimated Useful Life Meathod Fair Value
Technology 15 years Straight-line g 204.0
Trade name and trademarks Indefinite 110.0
Total % 404.0

Pro forma amortization expense of the acquired intangible assels was $9.9 million for the year ended
December 21, 2019, The following table summarizes the expected pro forma amortization expense of
the acquired intangible assets for the fiscal years ending December 31, 2020 through Decembar 31,
2025, which has been prepared to reflect the fransaction as if it occurred on January 1, 2019, Cliffs
has not completed the detailed valuation work necessary to finalize the required estimated fair values,
estimated lives, or pattern of amortization associated with the acquired intangible assets which may
resull in a change in aclual amoization expense recognized. The finalization of the detailed valuation
wark may have a material impact an the valuation of intangible assets and the purchase price allocation.

Remaining (In millions)

2025 and
2020 2021 2022 2023 2024 theraafter

Amortization
axpansa 5 196 % 196 3 196 % 186 5 196 % 176.4

o.  Other current lisbilities—Represents the elimination of the current portion of defered revenue related
to preexisting contract relationship between Haolding and Cliffs

p. Long-term debt—Represents the anticipated $47.0 million fair value adjustment of dabt obligations
assumed and dabt lo be issued as part of the Merger, net of the extinguishment of AK Sleel's historically
outstanding securad notes and the balance on the revolving credit facility. Additionally, the adjustment
includes approximately $145.3 million of related transaction costs.
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gq. Other liabilities—Represents the elimination of the noncurrent portion of deferred revenue related to
preexisting contract relationship between Holding and Cliffs.

r. Total equity—Represents the elimination of Holding commaon stock, additional paid-in capital, treasury
stock, accumulated deficit and accumulated other comprehensive loss, as well as the following
adjustments to reflect the capital struciure of the combined company.

Capital in Accumulated
excess of other
Common par value of Retained Treasury comprehensive
Shares shares deficit shares loss

Fair value of Cliffs

common shares issued

for Holding commaon

stock and underlying

converted Holding

vested equity awards $ 158 § 8889 § - % -  § -
Elimination of Holding's

historical stockholders’

aquity (3.2) (2,804.2) 2,680.6 7.3 i
Elimination of

intercompany margin on

beginning inventory

balances in retained

deficit — —_ (63.7) —_— —_
Gain on preexisting

contract relationship

liahility reversal 38.5

Estimated fransaction

costs in connaction with

Ihe Marger (231.3)

Elimination of

unrealized losses

related o pension and

pastretirement benefits _ —_ —_ —_ 52.2
Elimination of cash flow

hedges — — — - 14.6
Elimination of foreign

currency translation = = = 2o 1.2
Tatal 5 12.7 $(20153) § 24241 $ T 5 68.0
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Forward-looking Statements

This axhibit contains certain forward-locking statements within the meaning of the federal securities laws,
including Section 27A of the Securities Act of 1933, as amended, Section 21E of the Securities Exchange
Act of 1934, as amended, and the safe harbor provisions of the Private Securities Litigafion Reform Act of
1955, When used in this exhibit, words such as “anticipate,” “assume,” “believe,” “build,” “continue,”
‘craale,” “design,” “eslimale,” “expect,” “focus,” “forecast” “fulure,” “goal,” “guidance,” “imply,” “intend,”
“look,” “objective,” "opportunity,” “outlook,” “plan,” “position,” “potential,” “predict,” “project,” “prospective,”
"pursue,” “seek,” “strategy,” “target,” “work,” “could,” "may.” “should,” "would,” "will" or the negalive of such
terms or other variations therecf and werds and terms of similar substance may identify forward-looking
siatemenis, including statements with respect to the businesses, siralegies and plans of Holding and Cliffs,
their expactations relating to the Merger, including the expected benefits of the proposed Merger and the
anlicipaled completion of the proposed Merger or the timing thereof, and their respective fulure financial
condition and performance and expectations, estimates and projections about Cliffs” or Holding's respective
industries or businesses. Cliffs and Holding cauticn investors that any forward-looking statements are
subject to risks and uncertainties thal may cause actual results and future trends to differ materially from
those matters expressed in or implied by such forward-locking statements. Investors are cautioned not 1o
place undue reliance on forward-locking statements. Among the risks and uncertainties that could cause
aclual results to differ from those described in forward-looking statements are the following: the risk that
the Merger Agreement may be terminaled in accordance with its terms and that the Merger may not be
completed; the possibility thal Cliffs shareholders may not approve the Merger Agreement and the
fransactions contemplated by the Merger Agreement, including the issuance of Cliffs common shares in
connection with the Merger; the possibility that Holding stockholders may not adopt the Merger Agreement;
Ihe risk that the parties may not be able o satisfy any or all of the conditions to the completion of the Merger
in a timely manner or at all; the risk that the Merger may be lass accrative than expected, or may be dilutive,
to Cliffs’ earnings per share, which may negatively affect the market price of Cliffs common shares; the
passibility that Cliffs and Holding will incur significant transaction and other costs in connection with the
Merger, which may be in excess of those anlicipated by Cliffs or Holding; the risk that the financing
fransactions to be undertaken in connection with the Merger have a negative impact on the combinad
company’s credil profile or financial condition; the risk that Cliffs may fail o realize the benefils expectad
from the Merger, the risk that the combined company may be unable to achieve anticipated synergies or
that it may take longer than expected to achieve those synergies; the risk that any announcements relating
fo, or the completion of, the Merger could have adverse effects on the market price of Cliffs common shares;
the risk related to any unforeseen liability and future capital expenditure of Holding or Cliffs; the risk that
pending litigation relaling to the Merger and any polential future liligation against Cliffs, Holding or their
respective directors may delay or prevent the completion of the Merger; the risks related to Cliffs' ability 1o
issue new senior notes or cbtain a new revolving credit facility in connection with the Merger on favorable
terms, if at all; the risk that the Merger and its announcement or completion could have an adverse effect
on the ability of Cliffs and Holding to retain customers, retain and hire key personnel and/or maintain
relationships with their suppliers and business parlners; and the nsk of any changes in general economic,
market or business conditions, or changes in the economic or financial condition of Cliffs and Holding. Other
risks o Cliffs and Holding and factors that may present significant additional obstacles to the realization of
forward-looking statements or that could have a material adverse effect on Cliffs’ and Holding's respective
financial condition, operating results, credit rating, liguidity and businesses generally are described under
fhe caption “Risk Faclors™ in Cliffs' end Holding's respective Annual Reports on Form 10-K for the year
ended December 31, 2019 and other perodic reports filed with the SEC as well as in the registration
stalement on Form 5-4 (File No. 333-235855) (as amended and as it may be supplemented from time lo
fime) that was declared effective by the SEC on February 4, 2020 and that includes a joint proxy statement
of Cliffs and Holding and alzo constitutes a prospectus of Cliffs.

Unless exprassly stated otherwise, forward-looking statements are basad on the expectations and baliafs
of the respective management teams of Cliffs and Holding based on information currently available.
Forward-looking statements are subject to inherent risks and uncerainties and are based on assumptions
and estimates that are inherantly affected by the respective operations and business environments of Cliffs
and Holding, including economic, competitive, regulatory and operational risks, many of which are beyond
the contral of Cliffs and Holding and which are difficult to pradict and may turm out to be wrong. Tha
foregoing list of factors should not be construed to be exhaustive. There is no assurance that the actions,
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events or results of the forward-looking staternents will occur, or, if any of them do, when they will occur or
what effect they will have on the results of operations, financial condition or cash flows of Cliffs or Holding.
In view of these uncertainties, Cliffs and Helding caution that investors should not place undue reliance on
any forward-looking statements. Further, any forward-looking statement speaks only as of the date on which
it is made, and, except as required by law, Cliffs and Holding undertake no obligation lo update or revise
any forward-looking statement to reflect events or circumstances after the date on which it is made or to
reflect the occumence of anticipated or unanticipated events or circumstances.
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