. 3937 Report of Organizational Actions

(Decomber 2011} Affecting Basis of Securities OMB No. 1646-2224
Department of the Ti
!ntgma!nﬁgv;ms?aerr\??osew P See separate instructions,
Reporting Issuer

1 I[ssuer's name 2 Issuer's employer identification number (EIN}
Cliffs Natural Resources Inc. 34-1464672

3 Name of contact for additional infformation | 4 Telephone No. of contact § Email address of contact
Paul Finan {216) 694-5700 paul finan@cliffsnr.com

6 Number and street (or P.O. box if mail is not delivered to street address) of contact 7 City, town, or post office, state, and Zip cods of contact
200 Public Square, Suite 3300 Cleveland, Ohio 44114-25644

8 Date of action 9 Classification and description
02/01/2016 Mandatorily Convertible Preferred Stock
10 CUSIP number 11 Serial number(s) 12 Ticker symbol 13 Account number(s)

18683K408 CLV

Organizational Action Aitach additional statements if needed. See back of form for additional questions.
14 Describe the organizational action and, if applicable, the date of the action or the date against which shareholders' ownership is measured for
the action ™  gee attachment.

15  Describe the quantitative effect of the organizational action on the basis of the security in the hands of a U.S. taxpayer as an adjustment per
share or as a percentage of old basis » gee attachment.

16  Describe the calculation of the change in basis and the data that supports the calculation, such as the market values of securities and the
valuation dates ® gag attachment.

For Paperwork Reduction Act Notice, see the separate insiructions. Cat, No, 37762P Form 8937 (12-2011)
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X Organizational Action (continued)

17 List the applicable Internal Revenue Code section{s) and subsection{s) upaen which the tax treatment is based »

See attachment,

18  Can any resulting loss be recognized? » See attachment.

19 Provide any ofher information necessary to implement the adjustment, such as the reportable tax year & See altachment.

bellef, it is true, correct, and complets. Decla

Sign T
Here Signature » .. o

¥ :

Print your narme » P, Kelly Tompkins

Under penalties of perjury, | declare that | have x”éﬂ?‘n"ined this raturn, Including accompanying schedules and statements, and to the bast of my knowiedge and
4lion of preparer (other than officer} is based on all information of which preparer has any knowledge,

..5/ / *7]/ 7010

Title ™ Execuiive VP & CFO

. ; 0 D :

Paid Print/Type preparer's name Preparer's signatuwre ate Gheok [ it PTIN

Preparer seif-employed

Use Only { fimsnams  » Fim's EIN >
Firm's address Phone no.

Send Form 8937 (including accompanying statements) to: Department of the Treasury, Internal Revenue Service, Ogden, UT 84201-0054




Form 8937 - Report of Organizational Actions Affecting Basis of Securities
Cliffs Natural Resources, Inc.

Emplover Identification Number; 34-1464672

Part II, Line 14,

Under the terms of Cliffs Natural Resources Inc.’s (“CNR” or “the Company”) 7.00% Series A
Mandatory Convertible Preferred Stock, Class A (“Preferred Shares™), all issued and outstanding
Preferred Shares were mandatorily converted into CNR Common Shares on February 1, 2016
(the “Mandatory Conversion Date™). The final quarterly dividend to be received by shareholders
of the Preferred Shares was not paid in cash; instead, pursuant to the terms of the Preferred
Shares, the conversion rate was increased such that holders received additional Common Shares
in lieu of the accrued dividend on the Mandatory Conversion Date. The aggregate number of
Common Shares issued in lieu of the dividend equaled 1,260,729.526 shares (not reduced for the
amount of fractional shares satisfied in cash),

The total amount of Common Shares issued on the Mandatory Conversion Date equaled

26,476,227.768 shares (not reduced for the amount of fractional shares satisfied in cash). CNR
paid cash for fractional shares resulting from the conversion.

i16639376.5




Form 8937 - Report of Organizational Actions Affecting Basis of Securities
Cliffs Natural Resources, Inc.

Employer Identification Number; 34-1464672

Part I, Line 15.

The Company intends the transaction described in Line 14 to qualify as a reorganization pursuant
to Section 368(a) of the Internal Revenue Code of 1986, as amended (the “Code™). A
shareholder’s aggregate tax basis in the Common Shares received pursuant to the recapitalization
(excluding shares issued in lieu of the dividend) is equal to such shareholder’s aggregate tax
basis in the Preferred Shares surrendered. To the extent a shareholder received cash in lieu of a
fractional share, a portion of tax basis must be allocated to the fractional share and such
fractional share will be deemed to be received and then exchanged for cash. Common Shares
received in respect of the accrued dividend would have a tax basis equal to their fair market
value.

15639376.5




Form 8937 - Report of Organizational Actions Affecting Basis of Securities
Cliffs Natural Resources, Inc,

Emplover Identification Number: 34-1464672

Part 11, Line 16.

See Line 15 above. The tax basis of each shareholder’s total investment in the Common Shares
received (excluding Common Shares received with respect to the accrued dividend) remains the
same as such sharcholder’s basis in the Preferred Shares immediately prior to the Conversion,
reduced by the basis allocated to fractional shares, if any. Common Shares received in licu of the
accrued dividend would have a fair market value tax basis.

15639376.5




Form 8937 - Report of Organizational Actions Affecting Basis of Securities
Cliffs Natural Resources, Inc.

Emplover Identification Number: 34-1464672

Part I, Line 17.

IRC Section 368(a)(1)(E) — Recapitalization.

IRC Section 354 — Exchanges of stock and securities in certain reorganizations.
IRC Section 358 — Basis to distributees.

IRC Section 301{d) — Basis of property received in a distribution.

16639376.5




Form 8937 - Report of Organizational Actions Affecting Basis of Securities
Cliffs Natural Resources, Inc.

Emplover Identification Number: 34-1464672

Part H, Line 18.

A U.S. holder will not recognize loss on the exchange of Preferred Shares for Common Shares,
except that a holder who receives cash in lieu of any fractional shares in connection with the
conversion may recognize loss in an amount equal to the difference between the amount of cash
received in lieu of the fractional share and the holder’s tax basis allocable to such fractional
share.

15639376.5




Form 8937 - Report of Organizational Actions Affecting Basis of Securities
Cliffs Natural Resources, Inc.

Emplover Identification Number: 34-1464672

Part 11, Line 19,

The adjustment to basis will be taken into account in the tax year of the shareholder during
which the exchange occurred (e.g., 2016 for calendar year taxpayers).

16639376.5




