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PART L.
ITEM 1. BUSINESS

Overview

TimkenSteel Corporation (we, us, our, the CompanyimkenSteel) became an independent, publiclyeslacbmpany as the resuli
a spinoff (spinoff) from The Timken Company (TimReon June 30, 2014. In the spinoff, Timken transf@rto us all of the assets i
generally all of the liabilities related to Timkensteel business. TimkenSteel was incorporatechio &1 October 24, 2013, in anticipatior
the spinoff. In order to effect the spinoff andpimvide a framework for the relationship with TinmkelimkenSteel entered into a numbe
agreements with Timken, including a separation @distfibution agreement, tax sharing agreement, eyag matters agreement and trans
services agreement. These agreements govern ta@omship between TimkenSteel and Timken and peovar the allocation betwe
TimkenSteel and Timken of assets, liabilities ahtigations attributable to periods prior to therggf, and are described in more detail in
14 — “ Relationship with Timken and Related Enstfein the Notes to the Consolidated Financial Stegnts.

TimkenSteel traces its roots back to The TimkenldRdBearing Company, which was founded in 1899 agriagemaker/inventc
Henry Timken and his two sons. By 1913, the comgdaawyched its first formal research facility, certeon improving the quality of the r.
materials used to make its bearings. Early resedechonstrated the superiority of bearing steel miadelectricarc furnaces (rather th
existing Bessemer and open hearth processes)handiriding, coupled with a desire to ensure a ddpble supply of premium steel in
years leading into World War |, led to the decistoncompetitively produce steel-house. When The Timken Roller Bearing Company
Canton, Ohio steel plant became operational in 1®1cluded one of the largest electric arc-furméacilities in the country.

Based on our knowledge of the steel industry, wieebe we are the only focused special bar quaBBQ) steel producer in Noi
America and have the largest SBQ steel large barcé diameter and greater) production capacity aytbe North American steel produci
In addition, based on our internal estimates, weeHastorically supplied, on average, approximat@o of the seamless mechanical t
demand in the United States.

We believe we are the leading manufacturer of S&@I $arge bars (8ich in diameter and greater) and seamless medidnhing ir
North America and the only steel manufacturer wegipabilities of developing SBQ steel large bargaifu€-inches in diameter. Our busin
model is unique in our industry, we believe, intthe have the flexibility to produce customized SB&el for our customers in high or |
volume, as the situation dictates, whereas modiymers of customized SBQ steel products generatigyze in only either high or Ic
volume, but not both. We focus on creating tailopedducts and services for our customengist demanding applications. Our engineer.
experts in both materials and applications, so arework closely with each customer to deliver fldgisolutions related to our products as
as to their applications and supply chains. Weelveliour unique operating model gives us a competidvantage in our industry.

We manufacture alloy steel, as well as carbon airdoralloy steel, with an annual melt capacity of apprately two million tons
Our portfolio includes SBQ bars, seamless mechhtiténg and precision steel components. In addjtive supply machining and thert
treatment services, as well as manage raw matedgkling programs, which are used as a feedeesy$or our operations. We focus
research and development to devise solutions tocostomerstoughest engineering challenges and then levefagge tanswers into n
product offerings. Our goal is to create valuedibof our constituents through:

o Technology . Our technology and know-how in metallurgy, in Bggtions, in processes and in delivering bestlas:
products/services;

* Customer Focus . Our understanding of customers and their appdicat positions us to provide them with custom
products/services, tailored to demanding applicatiand supply chains. We believe we are an indusager for collaboration a
service;

» Performance . We believe we are North America’s leading manufer of SBQ steel large bars ifich diameter and greater) ¢
seamless mechanical tubing and the only high volateel manufacturer with capabilities of develop8§Q steel large bars of 6-
inches up to 1@xches in diameter. We are at the forefront in &zieatly meeting the high quality and reliabilittasdards of ot
customers;

» Operational Excellence . We have a unique operating model, and what wievzeto be industryeading manufacturing assets
strong supply chain management skills that createnapetitive advantage. We are environmentally gasiple and have a relentl
focus on safety; and




e Sewardship . We have built a legacy of trust with our stakeleos and have an ongoing commitment to the comm

SBQ steel is made to restrictive chemical compmsitiand high internal purity levels and is usedritical mechanical applicatior
We make these products from nearly 100% recyckesel stising our expertise in raw materials to creastom steel products with a competi
cost structure similar to that of a high-volumedaroer.

Operating Segments

We operate in and report financial results for segments: 1) Industrial & Mobile and 2) Energy &sMibution. These segme
represent the level at which we review our finahperformance and make operating decisions. Segeemings before interest and te
(EBIT) is the measure of profit and loss that duietoperating decision maker uses to evaluatditla@cial performance of our business ar
the basis for resource allocation and performaaciews. For these reasons, we believe that segaRifitrepresents the most relevant mes
of segment profit and loss. We may exclude cextharges or gains, such as corporate charges aadspécial charges, from EBIT to arrivi
a segment EBIT that is a more meaningful measungrafit and loss upon which to base our operatiagislons. We define segment El
margin as segment EBIT as a percentage of segraentvenues.

Industrial & Mobile

Our Industrial & Mobile segment is a leading praidf high-quality aimelted alloy steel bars, tubes, precision companant
valueadded services. For the industrial market sectersell to original equipment (OE) manufacturerdudimg agriculture, constructic
machinery, military, mining, power generation aadl.-or the mobile market sector, we sell to autwe customers, including ligivehicle
medium-truck and heawyuck applications. Our products in this segmem i#r applications including engine, transmissiorl aniveline
components, large hydraulic system componentstamjilordnance, mining and construction drilling ligagions and other types of equipme

Energy & Distribution

Our Energy & Distribution segment is a leading pdev of high quality air-melted alloy steel barsamless tubes and valaddet
services such as thermal treatment and machinihg. Bhergy & Distribution segment offers unique kstg®emistries in various prodt
configurations to improve our customengérformance in demanding drilling, completion an@duction activities. Application of o
engineered material solutions can be found in bffghore and landbased drilling rig activities. Vertical and horizaehdrilling and completio
applications include high strength drill string qoonents and specialized completion tools that enkptiraulic fracturing for shale gas
oil. Distribution channel activity is also condudtehrough this segment. Our distribution channéivig constitutes direct sales of steel t
and seamless mechanical tubes to our distributanskenSteel authorized service centers enable umltaborate with various independ
service centers to deliver differentiated solutifrsour end users.

Industry Segments and Geographical Financial Infornation

Information required by this Item is incorporateerdin by reference to Note 11 — “ Segment Inforomati in the Notes to tf
Consolidated Financial Statements.

Strengths and Strategy

We believe our business model is unique in ourstguand focuses on creating tailored productssamdices for our customensios
demanding applications and supply chains. Our teiaciuding degreed engineers and experienced metuniag professionals in bc
materials and applications, work closely with eaaktomer to deliver flexible solutions related to products as well as their applications
supply chains. We believe few others can consisteletiver that kind of customization and respoesigss.

The TimkenSteel business model delivers theser¢ailsolutions based on the following foundation:
» Deep and experienced management and technical
e Close and trusted working relationship with custmvaeross diverse end mark

e Leadership position in niche markets with differated product:




e Track record of innovation that grows from a mldechnical knowledge of steel materials, manufaoguprocesses and engde
applications. Our research and development effociss on creating the answers to our custos@tighest engineering challenges
then leveraging those answers into new productiaffe.

Recent investments are expected to significantgngthen our leadership position while enhancingaperational performance &
customer service.

Major Customers

We sell products and services that are used irversé range of demanding applications around thédw®ur customers inclus
companies in the following market sectors: oil &pautomotive; industrial equipment; mining; coustion; rail; aerospace and defense; h
truck; agriculture; and power generation. Our cop base is diverse. In 2014, we did not have disates to any single customer
accounted for 10% or more of total sales.

Products

We believe we produce some of the cleanest, highedbrming alloy air-melted steels in the worldr four customers'mos
demanding applications. Most of our steel is custmgineered. We leverage our technical knowledgegldpment expertise and produci
and engineering capabilities across all of our pobsland end-markets to deliver high-performanoeuyets to our customers.

SBQ Steel and Seamless Mechanical Steel TubOur focus is on alloy steel, although in total wamafacture more than 450 grades of hig!
performance carbon, micro-alloy and alloy steeld ss ingots, bars and tubes. These products ateromade in a variety of chemistri
lengths and finishes. Our metallurgical expertisel avhat we believe to be unique operational cajtigsildrive highvalue solutions fc
industrial, energy and mobile customers. Our sjitgciteels are featured in a wide variety of enadpicts including: oil country drill pipe; b
and collars; gears; hubs; axles; crankshafts andeding rods; bearing races and rolling elemdnishings; fuel injectors; wind energy shz
anti-friction bearings; and other demanding appiices where mechanical power transmission is @fitic the end-customer.

Value-added Precision Products and Servicda addition to our customized steels, we alsdamsnake precision components that provid
with the opportunity to further expand our market bar and tubing products and capture additioabdssby streamlining customer sug
chains. These products provide customers, espethalse in the automotive, energy and bearing itndiss with ready-tdinish componen
that simplify vendor management, streamline sugplgins and often cost less than other alternatiesalso customize products and sen
for the energy market sector. We offer well-borarg finishing products that, when combined with wigle range of higlyuality alloy stee
bars and tubes, can create a one-stop steel sfmurcestomers in the energy market sector. Our ggpmperate precision honing, pbibring
skiving, outside diameter turning and milling equignt to deliver precision hole-finishing to meeaeting dimensional tolerances.

Sales and Distribution

Our products are sold by a sales force largely madef engineers that are backed by a team of laeg@ts and other technic
experts. We work with customers in the automotimd &uck; forging; construction; industrial equipmieoil & gas drilling and antfriction
bearing. These customized solutions are manufattorexact specifications and typically shippeadiy from our steel manufacturing pla
to customers. While most of our products are salglctly to OE manufacturers, a portion of our saes made through authorized distribu
and steel service centers.

The majority of our customers are served througlividually negotiated contracts that have geer terms. A smaller percentagt
our contracts extend for more than one year anthooprices fixed for a period extending beyondrent shipments. Typically, these type:
contracts include a commitment by the custometalmse a designated percentage of its requirerfrentsus. We do not believe that ther
any significant loss of earnings risk associatetthany given contract.

Competition

The steel industry, both domestically and globaByhighly competitive and is expected to remainidaintaining high standards
product quality and reliability, while keeping prartion costs competitive, is essential to our gbilo compete with domestic and fore
manufacturers of mechanical components and alkgl.sEor bar products less than 6-inch in diamgtencipal competitors include foreign-
owned domestic producers Gerdau Special Steel Nambrica (a unit of Brazilian steelmaker Gerdaud)Sand Republic Steel (a unit
Mexican steel producer ICH). For bar products up-toch in diameter, domestic producers Steel Dynantics and Nucor Corporation are
principal competitors. For very large bars fromp9l6 inches in diameter, offshore producers argptheary competitors as well as speci
forging companies in North America such as ScogEand Sorel Steel. For seamless tubing, offshavdugers such as Tenaris, S.A.
Vallourec, S.A. are our primary




competitors as well as the foreigmned domestic producer ArcelorMittal Tubular Produa unit of Luxembourg based ArcelorMittal, 3.
We also provide unique valwsded steel products and supply chain solutiomsit@ustomers in the industrial, energy and autoraatectors
Competitors within the value-added market secter monintegrated component producers such as Linamanbdeg and Curtis Scre
Company.

Backlog

The backlog of orders for our operations is estadato have been $571.1 million at December 31, 28id! $285.7 million i
December 31, 2013 .

Virtually our entire backlog at December 31, 2044cheduled for delivery in the succeeding 12 mmenActual shipments depe
upon customers’ evarthanging production schedules. During periods ofteh lead times, backlog may not be a meaningidicator of futur
sales. Accordingly, we do not believe our backlagadand comparisons thereof, as of different da¢diaply indicate future sales or shipments

Raw Materials

The principal raw materials that we use to manufacsteel are recycled scrap metal, chrome, nickelybdenum oxide, vanadit
and other alloy materials. Raw materials comprisegaificant portion of the steelmaking cost stumetand are subject to price and availak
changes due to global demand fluctuations and kgaply limitations. Proper selection and managereraw materials can have a signific
impact on procurement cost, flexibility to supplyanges, steelmaking energy costs and mill prodtictiBecause of our diverse order b
and demanding steel requirements, we have develdiffedentiated expertise in this area and createdw material management system
contributes to our competitive cost position andaadage.

In addition to accessing scrap and alloys throlnghdpen market, we have established a scrap retymply chain with many of o
customers. In addition, we operate a scrap prawgssimpany for improved access, reliability andt.c@ur raw material feeder systen
designed to achieve high consistency, reliable itteynand low variability from a number of our soes. We have extensive segregz
points, chemistry monitoring, computerized modeliwfgvariability and total systems optimization (emntory, operating practices, capa
impact, order book, procurement flexibility andasérgy). Roughly 40% of our raw material sourcescamsidered “highly controlledyvhich
gives us greater flexibility to substitute lowasst scrap based on availability. Our raw matemahagement process achieves compe
procurement at competitive costs. This part of business solidly rests on a deep knowledge of #lwe material supply industry and
extensive network of relationships that resultteady, reliable supply from our raw material sosrce

Research

Our engineers analyze customer application chatieagd develop new solutions to address them. Weitily a century of experier
in materials science and steelmaking, we leveragaezhnical know-how to improve the performanceoof customersproducts and supg
chains.

We invest in technology that results in cleanegrgier, and more easily processed materials. Qgineers drive technology advan
in many market sectors, producing new and imprgureducts that have demonstrated increased perfaeriarhighstress conditions. Whett
we need to develop new material specificationsedp solve a customer processing challenge, ourredeamaterial engineers are among
most knowledgeable in our industry.

This expertise extends to advanced process teamatonvhich advanced material conversion, finishiggging and assembly enal
high quality production of our products. With resmes dedicated to studying, developing and implémgmew manufacturing processes
technologies, we are able to support new produt/tr and create value for our customers.

Our research and development expenditures for ¢hesyended December 31, 2014 , 2013 and 2012 \Besendllion , $9.4 millior
and $11.2 million , respectively.

Environmental Matters

We continue our efforts to protect the environmamd comply with environmental protection laws. Adfially, we have invested
pollution control equipment and updated plant opi@nal practices. We are committed to implementagdocumented environmer
management system worldwide and to becoming catitinder the 1SO 14001 standard. Six of our pléatge obtained an ISO 14(
certification.

We believe we have established appropriate reséovesver our environmental expenses. We have kegtdblished environmen
compliance audit program for our domestic unitasirogram measures performance against applitabkas




well as against internal standards that have bstabléshed for all units. It is difficult to assetb®e possible effect of compliance with fut
requirements that differ from existing ones. Asviwasly reported, we are unsure of the future faiahimpact to us that could result from
United States Environmental Protection AgescfEPA), final rules to tighten the National AmMtiékir Quality Standards for fine particuli
and ozone. In addition, we are unsure of the futim@ncial impact to us that could result from #BA instituting hourly ambient air qual
standards for sulfur dioxide and nitrogen oxide. &ve also unsure of the potential future finantiglact to us that could result from poss
future legislation regulating emissions of carb@xile or greenhouse gases.

We and certain of our subsidiaries located in th8.UWave been identified as potentially respongialdies for investigation a
remediation at offite disposal or recycling facilities under the Qmahensive Environmental Response, CompensationLetility Act
(CERCLA) known as the Superfund, or state lawslgimio CERCLA. In general, such claims for inveatign and remediation also have k
asserted against numerous other entities, whicbelieved to be financially solvent and are expet¢tesubstantially fulfill their proportione
share of any obligations.

From time to time, we may be a party to lawsuilgines or other proceedings related to environmeanttters and/or receive notice!
potential violations of environmental laws and regjons from the EPA and similar state or localhawities. As of December 31, 2014,
recorded reserves for such environmental matte$d & millionclassified as other current liabilities on the Guitated Balance Sheets. Th
were no amounts accrued as of December 31, 20X3udls related to such environmental matters reptemanagemerst’best estimate of t
fees and costs associated with these matters. Wgthdt is not possible to predict with certaintye tbutcome of such matters, managel
believes that their ultimate dispositions shoultllmeve a material adverse effect on our finanadaiton, cash flows, or results of operations.

Legal Proceedings

We are involved in various claims and legal actiarising in the ordinary course of business. Indp@ion of our management,
ultimate disposition of these matters will not havenaterial adverse effect on our consolidatedhfife position, results of operations or ¢
flows.

Patents, Trademarks and Licenses

We own a number of U.S. and foreign patents, traatksy licenses, copyrights and trade secrets, dsas/substantial knowow ant
technology relating to certain products and thegsses for their production. While we regard tlesenportant, we do not deem our busi
as a whole, or any segment, to be materially degr@ngpon any one item or group of items.

Employment

At December 31, 2014we had approximately 3,000 employees. Approxitgei@% of our employees are covered under one o
collective bargaining agreements that run throughdinber 2016 and September 2017, respectively.

Available Information

We use our Investor Relations website at http:#gters.timkensteel.com, as a channel for routirsrildution of importar
information, including news releases, analyst preg@ns and financial information. We post filings soon as reasonably practicable after
are electronically filed with, or furnished to, tBecurities and Exchange Commission (SEC), inctudir annual, quarterly and current reg
on Forms 10-K, 10-Q and I8; respectively; our proxy statements; and any afmeats to those reports or statements. All suckingssan:
filings are available on our website free of charfge addition, our website allows investors andeotinterested persons to sign uj
automatically receive mail alerts when we post news releases and fineimi@mation on our website. The SEC also mairgaanweb sitt
www.sec.gov, which contains reports, proxy andrmfation statements and other information regariingers that file electronically with t
SEC. The content on any website referred to inAlmisual Report on Form 1R-is not incorporated by reference into this AnnBaport unles
expressly noted.




ITEM 1A. RISK FACTORS

The following are certain risk factors that could affect our business, financial condition and results of operations. The risks that are
highlighted below are not the only ones we face. You should carefully consider each of the following risks and all of the other information
contained in this Annual Report on Form 10-K. Some of these risks relate principally to our spinoff from Timken, while others relate principally
to our business and the industry in which we operate or to the securities markets in general and ownership of our common shares. If any of the
following risks actually occur, our business, financial condition or results of operations could be negatively affected.

Risks Relating to Our Industry and Our Business
Competition in the steel industry, together withtpatial global overcapacity, could result in sigigant pricing pressure for our products.

Competition within the steel industry, both domeaty and worldwide, is intense and is expectecetoain so. The steel industry
historically been characterized by periods of exagsbal capacity and supply. Excess global capacitl supply has, and could continue
negatively affected domestic steel prices, whichld@dversely impact our results of operations fimaincial condition. High levels of ste
imports into the United States could exacerbataldweease in domestic steel prices.

Additionally, in some applications, steel competéth other materials. Increased use of materialsubstitution for steel produ
could have a material adverse effect on pricesdandand for our steel products.

Any change in the operation of our raw material stharge mechanisms, a raw material market index tetavailability or cost of ra
materials and energy resources could materiallyeft our revenues and earnings.

We require substantial amounts of raw materiatdugting scrap metal and alloys and natural gasp&rate our business. Many of
customer contracts contain surcharge pricing pionssthat are designed to enable us to recovenraterial cost increases. The surcharge
generally tied to a market index for that specifiszv material. Recently, many raw material marketigas have reflected significi
fluctuations. Any change in a raw material markeleix could materially affect our revenues. Any d®im the relationship between the ma
indices and our underlying costs could materiaffga our earnings. Any change in our projectedrysal input costs could materially aff
our last-in, first-out (LIFO) inventory valuationathod and earnings.

A rapid rise in raw material costs could have aatieg effect on our operating results. Since wei@dahe majority of our invento
utilizing the LIFO inventory valuation method, clggs in the cost of raw materials and productioivitiets are recognized in cost of prodt
sold in the current period even though these nadtand other costs may have been incurred at 8gnify different values due to the lengtt
time of our production cycle. In a period of risipgces, cost of products sold expense recognineeéruLIFO is generally higher than the ¢
costs incurred to acquire the inventory sold. Cosely, in a period of declining raw material pricesst of sales recognized under LIF¢(
generally lower than cash costs incurred to acghgenventory sold.

Moreover, future disruptions in the supply of cawrmaterials could impair our ability to manufaetmur products for our custom
or require us to pay higher prices in order to iwbthese raw materials from other sources, anddcthdreby affect our sales and profitabi
Any increase in the prices for such raw materialgdad materially affect our costs and therefore @amings.

We rely to a substantial extent on third partiesupply certain raw materials that are criticalthe manufacture of our produr
Purchase prices and availability of these critiesl materials are subject to volatility. At any g@ivtime we may be unable to obtain an ade:
supply of these critical raw materials on a timedsis, on acceptable price and other terms, dt. dt suppliers increase the price of critical 1
materials, we may not have alternative sourcesipply. In addition, to the extent we have quoteidgw to customers and accepted cust
orders for products prior to purchasing necessany materials, or have existing contracts, we mawrwble to raise the price of product
cover all or part of the increased cost of the naaterials.

Our operating results depend in part on continuedcsessful research, development and marketing ofvrend/or improved products al
services, and there can be no assurance that weasihtinue to successfully introduce new productsdaservices

The success of new and improved products and ssndepends on their initial and continued acceptdnycour customers. C
business is affected, to varying degrees, by tdogieal change and corresponding shifts in custoaemand, which could result
unpredictable product transitions or shorteneddifeles. We may experience difficulties or delayshie research, development, productio
marketing of new products and services that mayegmeus from recouping or realizing a return on itheestments required to bring n
products and services to market.




New technologies in the steel industry may: (a)riorp cost competitiveness; (b) increase productiapabilities; or (c) improy
operational efficiency compared to our current picitbn methods. However, we may not have sufficeapgital to invest in such technoloc
or to make certain capital improvements, and maymftime to time, incur cost oveuns and difficulties adapting and fully integrafithes:
technologies or capital improvements into our éxgsbperations. We may also encounter control odpction restrictions, or not realize
cost benefit from such capital intensive technoladgptations or capital improvements to our curpeatiuction processes. Customers con
to demand stronger and lighter products, amongrodaaptations to traditional products. We may net duccessful in meeting thi
technological challenges and there may be increlability exposure connected with the supply oflidnal products and services or
adverse impact to our results of operations anfitpbdlity.

Our business is capital intensive, and if there adewnturns in the industries we serve, we may becéa to significantly curtail or susper
operations with respect to those industries, whibuld result in our recording asset impairment chges or taking other measures that
adversely affect our results of operations and prability.

Our business operations are capital intensive vandevote a significant amount of capital to ceriadustries. If there are downtu
in the industries we serve, we may be forced taie@antly curtail or suspend our operations wiélspect to those industries, including laying
off employees, recording asset impairment chargelsagher measures. In addition, we may not redlizebenefits or expected returns fi
announced plans, programs, initiatives and cajpitaéstments. Any of these events could adversdigctafour results of operations ¢
profitability.

We are dependent on our key customers.

As a result of our dependence on our key customers;ould experience a material adverse effectuwrbasiness, financial conditi
and results of operations if any of the followiragmong other things, were to occur: (a) a loss ¢f @y customer, or a material amoun
business from such key customer; (b) the insolvesrchankruptcy of any key customer; (c) a declinmgrket in which customers redi
orders; or (d) a strike or work stoppage at a kestamer facility, which could affect both its suigps and customers. For the year el
December 31, 2014, sales to our 10 and 20 largessbmers accounted for approximately 44% and 62%uofnet sales, respectively. Th
figures include sales to Timken, which accountedaigproximately 5% of 2014 net sales. Sales to €miaclude direct sales only. Due
competitive pressures, we face the risk of losieg éustomers.

Weakness in global economic conditions or in anytbé& industries or geographic regions in which we @ur customers operate, as well
the cyclical nature of our customerdiusinesses generally or sustained uncertainty ingincial markets, could adversely impact our reves
and profitability by reducing demand and margins.

Our results of operations may be materially affédig the conditions in the global economy generatig in global capital marke
There has been volatility in the capital marketd emthe end markets and geographic regions inhwivie or our customers operate, which
negatively affected our revenues. Many of the marke which our customers participate are alsoicgktin nature and experience signific
fluctuations in demand for our steel products baseéconomic conditions, consumer demand, raw mahatard energy costs, and governn
actions. Many of these factors are beyond our obntr

A decline in consumer and business confidence padding, together with severe reductions in thelavitity and cost of credit,
well as volatility in the capital and credit marketould adversely affect the business and econemitonment in which we operate and
profitability of our business. We also are exposedsks associated with the creditworthiness afsuppliers and customers. If the availab
of credit to fund or support the continuation ampansion of our customersusiness operations is curtailed or if the costhat credit i
increased, the resulting inability of our customerf their customers to either access creditbh®oeb the increased cost of that credit ¢
adversely affect our business by reducing our sateby increasing our exposure to losses from uactible customer accounts. Th
conditions and a disruption of the credit marketsild also result in financial instability of somé our suppliers and customers. -
consequences of such adverse effects could inchelénterruption of production at the facilities ofir customers, the reduction, dela
cancellation of customer orders, delays or intaromg of the supply of raw materials we purchase bankruptcy of customers, supplier
other creditors. Any of these events could advgragéct our profitability, cash flow and financiedndition.

Our capital resources may not be adequate to previdr all of our cash requirements, and we are expd to risks associated with financi
credit, capital and banking markets.

In the ordinary course of business, we will seel¢oess competitive financial, credit, capital and/anking markets. Currently, -
believe we have adequate access to these markeesetoour reasonably anticipated business neeeésl lnasour historic financial performan
as well as our expected continued strong finanp@altion. To the extent our access to competitive




financial, credit, capital and/or banking marketswo be impaired, our operations, financial resatd cash flows could be adversely impa
Product liability, warranty and product quality clens could adversely affect our operating resul

We produce higlperformance carbon and alloy steel, sold as indmtss and tubes in a variety of chemistries, lengthd finishe
designed for our customers’ demanding applicatiGaglure of the materials that are included in customersiapplications could give rise
product liability or warranty claims. There canfmassurance that our insurance coverage will bguate or continue to be available on te
acceptable to us. If we fail to meet a customespecifications for its products, we may be subjecproduct quality costs and claims
successful warranty or product liability claim aggius could have a material adverse effect oreaurings.

The cost and availability of electricity and naturgas are also subject to volatile market conditfon

Steel producers like us consume large amountsarfignWe rely on third parties for the supply oErgy resources we consume in
steelmaking activities. The prices for and avaligbof electricity, natural gas, oil and other egy resources are also subject to volatile mi
conditions, often affected by weather conditionsva#l as political and economic factors beyond camtrol. As large consumers of electri
and gas, we must have dependable delivery in dod@perate. Accordingly, we are at risk in the @varan energy disruption. Prolonged black
outs or brownseuts or disruptions caused by natural disasteby @olitical considerations would substantiallyrdjst our production. Moreov
many of our finished steel products are delivergdriick. Unforeseen fluctuations in the price oélfwould also have a negative impact on
costs or on the costs of many of our customersdttition, changes in certain environmental regoeiin the United States, including th
that may impose output limitations or higher castsociated with climate change or greenhouse gasiems, could substantially increase
cost of manufacturing and raw materials, such asggnto us and other U.S. steel producers.

We may incur restructuring and impairment chargelsat could materially affect our profitability.

Changes in business or economic conditions, orbosiness strategy, may result in actions that requs to incur restructuring
impairment charges in the future, which could haveaterial adverse effect on our earnings.

Environmental laws and regulations impose substahttosts and limitations on our operations, and @mnmental compliance may be mc
costly than we expect.

We are subject to the risk of substantial enviromtaleliability and limitations on our operationsedtio environmental laws a
regulations. We are subject to extensive fedetateslocal and foreign environmental, health aatkty laws and regulations concerr
matters such as air emissions, wastewater dischiasgkd and hazardous waste handling and dispoghthe investigation and remediatiol
contamination. The risks of substantial costs aalilities related to compliance with these lawsl aagulations are an inherent part of
business, and future conditions may develop, anidee discovered that create substantial enviroteheompliance or remediation liabiliti
and costs.

Compliance with environmental, health and safegislation and regulatory requirements may provédamore limiting and cosi
than we anticipate. To date, we have committedifsigmt expenditures in our efforts to achieve amdintain compliance with the
requirements at our facilities, and we expect thatwill continue to make significant expendituretated to such compliance in the fut
From time to time, we may be subject to legal pediiegs brought by private parties or governmenitarities with respect to environmer
matters, including matters involving alleged prape&lamage or personal injury. New laws and regoesj including those which may relatt
emissions of greenhouse gases, stricter enforcesf@xisting laws and regulations, the discoverpiaviously unknown contamination or
imposition of new cleanyp requirements could require us to incur costbemome the basis for new or increased liabilitheg tould have
material adverse effect on our business, finarabition or results of operations.

From both a medium- and lonigkm perspective, we are likely to see an incréasests relating to our assets that emit relay
significant amounts of greenhouse gases as a mfsudiw legal and regulatory initiatives. Thesdi@tives will be either voluntary or mandat
and may impact our operations directly or througin suppliers or customers. Until the timing, sc@pel extent of any future regulat
becomes known, we cannot predict the effect orfinancial condition, operating performance andigbib compete.

Unexpected equipment failures or other disruption$ our operations may increase our costs and redume sales and earnings due
production curtailments or shutdown:

Interruptions in production capabilities would likéncrease our production costs and reduce salegarnings for the affected peri
In addition to equipment failures, our facilitiesdainformation technology systems are also subjettie risk of




catastrophic loss due to unanticipated events aadhies, explosions or violent weather conditiddar manufacturing processes are depel
upon critical pieces of equipment for which theraynibe only limited or no production alternativescts as furnaces, continuous casters
rolling equipment, as well as electrical equipmenich as transformers, and this equipment may,coasion, be out of service as a resu
unanticipated failures. In the future, we may eigrere material plant shutdowns or periods of redym®duction as a result of these type
equipment failures, which could cause us to los@revent us from taking advantage of various bssingpportunities or prevent us fr
responding to competitive pressures.

A significant portion of our manufacturing facilites are located in Stark County, Ohio, which incressthe risk of a significant disruption
our business as a result of unforeseeable developisié this geographic area.

It is possible that we could experience prolongedagls of reduced production due to unforeseerstrafzhic events occurring in
around our manufacturing facilities in Stark CoynBhio. As a result, we may be unable to shift nfiacturing capabilities to altern:
locations, accept materials from suppliers, mestaraer shipment deadlines or address other signfifissues, any of which could hav
material adverse effect on our business, finargabition or results of operations.

We may be subject to risks relating to our infornt technology systems.

We rely on information technology systems to precémnsmit and store electronic information anchagge and operate our busin
A breach in security could expose us and our custenand suppliers to risks of misuse of confidéntiformation, manipulation ar
destruction of data, production downtimes and dpmia disruptions, which in turn could adverselfeef our reputation, competitive positi
business or results of operations. While we haJiipe and procedures to prevent or limit the intpafcsystems failures, interruptions, i
security breaches, there can be no assuranceutfatesents will not occur or that they will be adetgly addressed if they do. Although
rely on commonly used security and processing syste provide the security and authentication resmgsto effect the secure transmissio
data, these precautions may not protect our sysiemmsall potential compromises or breaches of ggcu

Work stoppages or similar difficulties could sigigantly disrupt our operations, reduce our revenuasd materially affect our earnings.

A work stoppage at one or more of our facilitiesildohave a material adverse effect on our busirfees)cial condition and results
operations. As of December 31, 2014, approximad@Bt of our employees were covered under one ofduliective bargaining agreeme
that run through December 2016 and September 284@ectively. Any failure to negotiate and concluéev collective bargaining agreeme
with the unions when the existing agreements exqotéd cause work interruptions or stoppages. Afsane or more of our customers wer:
experience a work stoppage, that customer mayandimit purchases of our products, which could éna material adverse effect on
business, financial condition and results of openat

We are subject to a wide variety of domestic anceiign laws and regulations that could adversely edt our results of operations, cash fli
or financial condition.

We are subject to a wide variety of domestic amdiém laws and regulations, and legal complianskstiincluding securities laws, -
laws, employment and pensioslated laws, competition laws, U.S. and foreigpak and trading laws, and laws governing imprdpgsines
practices. We are affected by new laws and reguigtiand changes to existing laws and regulatiockjding interpretations by courts ¢
regulators.

Compliance with the laws and regulations describbdve or with other applicable foreign, federahtest and local laws a
regulations currently in effect or that may be addpn the future could materially adversely affeat competitive position, operating rest
financial condition and liquidity.

If we are unable to attract and retain key persorneur business could be materially adversely affst:

Our business substantially depends on the contimeedice of key members of our management. The dbsthe services of
significant number of members of our managementdcbave a material adverse effect on our busindsslern steetmaking uses specializ
techniques and advanced equipment and requiresienped engineers and skilled laborers. Our fusurecess will depend on our ability
attract and retain highly skilled personnel, susheagineers and experienced laborers, as welhasde, marketing and senior managel
professionals. Competition for these employeestsnse, and we could experience difficulty fromeino time in hiring and retaining 1
personnel necessary to support our business. tfongot succeed in retaining our current employeelsadtracting new higluality employee
our business could be materially adversely affected
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We may not realize the improved operating resultattwe anticipate from past and future acquisitioanid we may experience difficulties
integrating acquired businesses.

We intend to seek to grow, in part, through strat@gquisitions and joint ventures, which are ideth to complement or expand
businesses. These acquisitions could involve amgdisand risks. In the event that we do not successfutisgrate these acquisitions into
existing operations so as to realize the expedatadir on our investment, our results of operatieash flows or financial condition could
adversely affected.

Provisions in our corporate documents and Ohio lawuld have the effect of delaying, deferring or penting a change in control of u
even if that change may be considered beneficiasbye of our shareholders.

The existence of some provisions of our articlesnocbrporation and regulations and Ohio law coudvénthe effect of delayin
deferring or preventing a change in control ofhet a shareholder may consider favorable. Thesagiwos include:

« providing that our board of directors fixes the miemof members of the boa
« providing for the division of our board of directanto three classes with staggered te

» establishing advance notice requirements for notioinga of candidates for election to our board eédiors or for proposing matt
that can be acted on by shareholders at sharehukletings; and

» authorizing the issuance of “blank chegitéferred shares, which could be issued by ourdoofdirectors to increase the numbe
outstanding securities of ours with voting rightsl ahwart a takeover attempt.

As an Ohio corporation, we are subject to @raf704 of the Ohio Revised Code (“Chapter 170€hapter 1704 prohibits certi
corporations from engaging in a “chapter 1704 watien” (described below) with an “interested shatder” for a period of three years al
the date of the transaction in which the persoraimecan interested shareholder, unless, amongtbihgs, prior to the interested shareholger
share acquisition date, the directors of the caiiam have approved the transaction or the purchiskeares on the share acquisition date.

After the threeyear moratorium period, the corporation may notstonmate a Chapter 1704 transaction unless, ambieg things, |
is approved by the affirmative vote of the holdefsat least twathirds of the voting power in the election of di@s and the holders o
majority of the voting shares, excluding all shabbeseficially owned by an interested shareholdesroaffiliate or associate of an intere:
shareholder, or the shareholders receive certaiimmim consideration for their shares. A Chapter4li#@nsaction includes certain merg
sales of assets, consolidations, combinations amjdrity share acquisitions involving an interestddireholder. An interested sharehold
defined to include, with limited exceptions, anygmn who, together with affiliates and associdtethe beneficial owner of a sufficient num
of shares of the corporation to entitle the persiinectly or indirectly, alone or with others, tregcise or direct the exercise of 10% or mol
the voting power in the election of directors afeking into account all of the person’s benefigiawned shares that are not then outstanding

We are also subject to Section 1701.831 of the ®awvised Code (“Section 1701.831Which requires the prior authorization of
shareholders of certain corporations in order for person to acquire, either directly or indirec8hares of that corporation that would er
the acquiring person to exercise or direct the @gerof 20% or more of the voting power of thatpmoation in the election of directors ol
exceed specified other percentages of voting poivee. acquiring person may complete the proposedisitiqn only if the acquisition
approved by the affirmative vote of the holdersableast a majority of the voting power of all smentitled to vote in the election of direc
represented at the meeting, excluding the votingepoof all “interested shareslihterested shares include any shares held by theiraw
person and those held by officers and directoth@torporation.

We believe these provisions protect our sharehslftem coercive or otherwise unfair takeover tachy requiring potential acquirc
to negotiate with our board of directors and byvplimg our board of directors with more time to &ss any acquisition proposal, and are
intended to make our company immune from takeowéosvever, these provisions apply even if the ofifety be considered beneficial by sc
shareholders and could delay, defer or prevenicgaisition that our board of directors determinesiot in the best interests of our comg
and our shareholders.

We may issue preferred shares with terms that cadildte the voting power or reduce the value of ce@mmon shares.

Our articles of incorporation authorize us to issuihout the approval of our shareholders, onenore classes or series of prefe
shares having such designation, powers, preferaradselative, participating, optional and otheedgl rights, including preferences over
common shares respecting dividends and distribsitias our board of directors generally may detezmiline terms of one or more classe
series of preferred shares could dilute the vatioger or reduce the value of our
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common shares. For example, we could grant holofepseferred shares the right to elect some nurobeur directors in all events or on
happening of specified events or the right to \sgtecified transactions. Similarly, the repurchase=demption rights or liquidation preferen
we could assign to holders of preferred sharesdcaffiéct the residual value of the common shares.

Risks Relating to the Spinoff

Our historical consolidated financial information g not necessarily indicative of our future finanagi condition, results of operations
cash flows nor do they reflect what our financiabnodition, results of operations or cash flows wouldve been as an independent pul
company during the periods presented.

Some of the historical consolidated financial infietion included in this Annual Report on FormK@oes not reflect what o
financial condition, results of operations or célslivs would have been as an independent public eswyguring the periods presented ar
not necessarily indicative of our future finanatandition, future results of operations or futueste flows. This is primarily a result of -
following factors:

» these historical consolidated financial resultdexdfallocations of expenses for services histtlyigarovided by Timken, and tho
allocations may be significantly lower than the gamable expenses we would have incurred as anéndept company;

e our working capital requirements and capitalengitures historically have been satisfied as phifimken’s corporatavide capita
allocation and cash management programs; as at,resul debt structure and cost of debt and otheitalamay be significant
different from that reflected in our historical cmtidated financial statements;

» the historical consolidated financial informatiomynnot fully reflect the increased costs associat#d being an independent put
company, including significant changes that haveuoed in our cost structure, management, finaneimgngements and busin
operations as a result of our spinoff from Timkanc

» the historical consolidated financial informatiorymnot fully reflect the effects of certain liakidis that will be incurred or have b
assumed by us and may not fully reflect the effettsertain assets and liabilities that have betaimed by Timken.

Please refer to “Management’s Discussion and Amalgé Financial Condition and Results of Operatioasd our Consolidatt
Financial Statements and corresponding notes irdletsewhere in this Annual Report on Form 10-K.

We have limited history operating as an independenblic company. We have and may continue to in@dditional expenses to create !
corporate infrastructure necessary to operate as emlependent public company and we will experiencereased ongoing costs
connection with being an independent public company

Prior to the spinoff, we used Timkentorporate infrastructure to support our busirfaestions, including information technola
systems. The expenses related to establishing anttaiming this infrastructure were spread amomngfahe Timken businesses. We no lor
have access to Timkeninfrastructure and are in the process of estahtisour own. We began to incur infrastructure s@st2014 and expe
to continue to incur such costs in 2015.

Prior to the spinoff, Timken performed many impatt@orporate functions for us, including certaipasury, tax administratic
accounting, financial reporting, human resourceises, marketing and communications, informatiarhtelogy, incentive compensation, le
and other services. Following the spinoff, Timkesntinues to provide some of these services to us dransitional basis pursuant t
transition services agreement. We cannot assuréhgball these functions will be successfully exed by Timken during the transition per
or that we will not have to expend significant effoor costs materially in excess of those estithatethe transition services agreement.
interruption in these services could have a mdtadaerse effect on our financial condition, resuf operation and cash flows. In additior
the end of this transition period, we will needorform these functions ourselves or hire thirdiparto perform these functions on our bel
It is currently estimated that the ongoing costbadncurred related to the transition to becomingndependent public company and repls
the services previously provided by Timken will garfrom approximately $1 million to $1.5 millionh& costs associated with performin
outsourcing these functions may exceed the amaefiested in our historical consolidated financ#tements or that we have agreed tc
Timken during the transition period. A significaincrease in the costs of performing or outsourdimgse functions could materially ¢
adversely affect our business, financial conditi@sults of operations and cash flows.
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We remain subject to continuing contingent liabilits of Timken following the spinoff.

There are several significant areas where theliliasi of Timken may yet become our obligations.eT¢eparation and distributi
agreement and employee matters agreement generallyde that we are responsible for substantiallyliabilities that relate to our ste
business activities, whether incurred prior to fberathe spinoff, as well as those liabilities dfriken specifically assumed by us. In addit
under the Internal Revenue Code (Code) and th&etetales and regulations, each corporation thatavenember of the Timken consolide
tax reporting group during any taxable period ortipa of any taxable period ending on or before ¢bepletion of the spinoff is jointly a
severally liable for the federal income tax liatyilof the entire Timken consolidated tax reportgrgup for that taxable period. In connec
with the spinoff, we entered into a tax sharingeagnent with Timken that allocated the responsjbflitr prior period taxes of the Timk
consolidated tax reporting group between us anck&mHowever, if Timken is unable to pay any pperiod taxes for which it is responsil
we could be required to pay the entire amount ohgaxes. Other provisions of federal law estaldishilar liability for other matters, includii
laws governing tax-qualified pension plans as waslbther contingent liabilities.

If the spinoff does not qualify as a ti-free transaction, Timken could be subject to matdramounts of taxes and, in certain circumstanc
we could be required to indemnify Timken for matatitaxes pursuant to indemnification obligations der the tax sharing agreement.

The spinoff was conditioned on Timkesrreceipt of an opinion from Covington & Burling Bl.special tax counsel to Timken (or o
nationally recognized tax counsel), in form andstabce satisfactory to Timken, that the distributaf our common shares in the spit
qualified as taxree (except for cash received in lieu of fractiosizares) to us, Timken and Timken shareholderdJf&:. federal income t
purposes under Sections 355 and 368(a)(1)(D) datkdeprovisions of the Code. Such opinion wasveedid to us by special tax counsel
to the effectiveness of our registration statenmmtForm 10 relating to the spinoff. The opinionieél on, among other things, vari
assumptions and representations as to factual rmatiade by Timken and us which, if inaccurate epmplete in any material respect, cc
jeopardize the conclusions reached by such counsié$ opinion. We are not aware of any facts acwinstances that would cause
assumptions or representations relied on in thaiapiof counsel to be inaccurate or incompleterig material respect. The opinion is
binding on the Internal Revenue Service (IRS)herdourts, and there can be no assurance thatgiiéaption of the spinoff as a transaci
under Sections 355 and 368(a) of the Code willbeothallenged by the IRS or by others in courthat any such challenge would not prevail.

If, notwithstanding receipt of the opinion of coehshe spinoff were determined not to qualify un8ection 355 of the Code, Timk
would be subject to tax as if it had sold commoarsh in a taxable sale for their fair market vadmel would recognize taxable gain in
amount equal to the excess of the fair market vafigeich shares over its tax basis in such shares.

With respect to taxes and other liabilities thatildobe imposed on Timken in connection with thensffi (and certain relat:
transactions) under the terms of the tax sharimgeagent we entered into with Timken prior to thmsff, we may be liable to Timken for a
such taxes or liabilities attributable to actioaken by or with respect to us, any of our affiliater any person that, after the spinoff, i
affiliate thereof. We may be similarly liable if ieweach specified representations or covenant®ghtin the tax sharing agreement. If we
required to indemnify Timken for taxes incurredsaesult of the spinoff (or certain related tratisas) being taxable to Timken, it could h
a material adverse effect on our business, finhooradition, results of operations and cash flows.

Potential liabilities associated with certain assehobligations under the tax sharing agreement canibe precisely quantified at this tim

Under the tax sharing agreement with Timken, weresponsible generally for all taxes paid aftergpmoff attributable to us or a
of our subsidiaries, whether accruing before, oafter the spinoff. We have also agreed to be mesipte for, and to indemnify Timken w
respect to, all taxes arising as a result of tiveodp(or certain internal restructuring transaaos) failing to qualify as transactions under Sets
368(a) and 355 of the Code for U.S. federal inctaxepurposes (which could result, for example, frommerger or other transaction involv
an acquisition of our shares) to the extent sugHigdility arises as a result of any breach of aegresentation, warranty, covenant or ¢
obligation by us or certain affiliates made in ceation with the issuance of the tax opinion relatio the spinoff or in the tax shar
agreement. As described above, such tax liabiliyled be calculated as though Timken (or its atiflahad sold its common shares of
company in a taxable sale for their fair markeuealand Timken (or its affiliate) would recognizeable gain in an amount equal to the ex
of the fair market value of such shares over isiasis in such shares. That tax liability couldéha material adverse effect on our company.
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We may not be able to engage in desirable strategicequity raising transactions following the spiffo In addition, under som
circumstances, we could be liable for any adversg tonsequences resulting from engaging in sign#fid strategic or capital raisin
transactions.

Even if the spinoff otherwise qualifies as a feee distribution under Section 355 of the Code,spinoff may result in significant U
federal income tax liabilities to Timken under apable provisions of the Code if 50% or more of Kan's shares or our shares (in each «
by vote or value) are treated as having been asdjuitirectly or indirectly, by one or more persg¢other than the acquisition of our comn
shares by Timken shareholders in the spinoff) a$ @a plan (or series of related transactiongt timcludes the spinoff. Under th
provisions, any acquisitions of Timken shares or shares (or similar acquisitions), or any undemitag, arrangement or substar
negotiations regarding an acquisition of Timkenrebhaor our shares (or similar acquisitions), withio years before or after the spinoff
subject to special scrutiny. The process for det@ng whether an acquisition triggering those psaws has occurred is complex, inhere
factual and subject to interpretation of the faotd circumstances of a particular case. If a divedhdirect acquisition of Timken shares or
shares resulted in a change in control as conteetpllay those provisions, Timken would recognizeabde gain. Under the tax shar
agreement, there are restrictions on our abilittak® actions that could cause the separationilttofgualify as a taxXree distribution, and v
will be required to indemnify Timken against angluax liabilities attributable to actions takendaywith respect to us or any of our affilia
or any person that, after the spinoff, is an afdithereof. We may be similarly liable if we brie@ertain other representations or covenan
forth in the tax sharing agreement. As a resuthefforegoing, we may be unable to engage in cediategic or capital raising transacti
that our shareholders might consider favorablduding use of our common shares to make acquisitéord equity capital market transacti
or to structure potential transactions in the mammest favorable to us, without adverse tax conseges, if at all.

Potential indemnification liabilities to Timken pwuant to the separation and distribution agreemeatuld materially and adversely affe
our business, financial condition, results of opdians and cash flows.

We entered into a separation and distribution agess¢ with Timken that provides for, among othengs, the principal corpore
transactions required to affect the spinoff, cerminditions to the spinoff and provisions govegnihe relationship between our company
Timken with respect to and resulting from the sffindmong other things, the separation and distitou agreement provides -
indemnification obligations designed to make usfficially responsible for substantially all liabés that may exist relating to our s
business activities, whether incurred prior to feerathe spinoff, as well as those obligations whRen assumed by us pursuant to the sepa
and distribution agreement. If we are required ridemnify Timken under the circumstances set fortlthe separation and distribut
agreement, we may be subject to substantial lisgsili

In connection with our separation from Timken, Tinga will indemnify us for certain liabilities. Howear, there can be no assurance tl
the indemnity will be sufficient to insure us agashthe full amount of such liabilities, or that Tiken’s ability to satisfy its indemnificatic
obligations will not be impaired in the future.

Pursuant to the separation and distribution agreagniémken agreed to indemnify us for certain ligigis. However, third parti¢
could seek to hold us responsible for any of thkilities that Timken has agreed to retain, andetivan be no assurance that the indemnity
Timken will be sufficient to protect us against fiodd amount of such liabilities, or that Timkenlirbe able to fully satisfy its indemnificati
obligations. Moreover, even if we ultimately suatea recovering from Timken any amounts for whicle are held liable, we may
temporarily required to bear these costs ourself@3mken is unable to satisfy its indemnificatiobligations, the underlying liabilities col
have a material adverse effect on our businesandial condition, results of operations and caswsl

Further, Timkens insurers may deny coverage to us for liabiligessociated with occurrences prior to the spinofferEif we
ultimately succeed in recovering from such insuegpi@viders, we may be required to temporarily Ise@h loss of coverage.
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Our accounting and other management systems andoteses may not be adequately prepared to meet thantial reporting and othe
requirements to which are now subject as an indegent company. If we are unable to achieve and mainteffective internal controls, ot
business, financial condition, results of operatisrand cash flows could be materially adversely afézl.

As a result of the spinoff, we are now directly jgabto reporting and other obligations under teewBities Exchange Act of 1934 (
“Exchange Act”), including the requirements of Sewct404 of the Sarbané3xley Act of 2002. These reporting and other olilages ma
place significant demands on our management andné&drative and operational resources, includingoaoiting resources. To comply w
these requirements, we may need to upgrade oursgsincluding information technology, implementigidnal financial and managem
controls, reporting systems and procedures andaldid&ional accounting and finance staff. We mayuimadditional annual expenses relate
these steps, and those expenses may be signiflEamé. are unable to upgrade our financial and rgangent controls, reporting syste
information technology and procedures in a timeig &ffective fashion, our ability to comply with rofinancial reporting requirements ¢
other rules that apply to reporting companies urtiderExchange Act could be impaired. Any failureathieve and maintain effective intel
controls could have a material adverse effect arbasiness, financial condition, results of openagiand cash flows.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

We are headquartered in Canton, Ohio, at a faaildyown in fee. We have facilities in six countrielited States, China, Engla
Mexico, Poland and Singapore. We lease sales affieét of these countries.

We have manufacturing facilities at multiple locats in the United States. These manufacturingifiesilare located in Akron, Cant
(3) and Eaton, Ohio; Houston, Texas; and Columblasth Carolina. In addition to these manufacturiaglities, we own or lease warehou
and distribution facilities in the United Stateseiito and China. The aggregate floor area of tfexskities is approximately 3.8 million squi
feet, of which approximately 60-70% was fully wéd at the end of 2014Approximately 161,000 square feet of this aggredior area |
leased and the rest is owned in fee. The buildowsipied by us are principally made of brick, steeinforced concrete and concrete b
construction.

Our facilities vary in age and condition, and ea€lthem has an active maintenance program to ersssede operating environm
and to keep the facilities in good condition. Allildlings are in satisfactory operating conditiorcemduct our business.

ITEM 3. LEGAL PROCEEDINGS

We are involved in various claims and legal actiarising in the ordinary course of business. Indp@ion of our management,
ultimate disposition of these matters will not havenaterial adverse effect on our consolidatedhfie position, results of operations or ¢
flows.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
ITEM 4A. EXECUTIVE OFFICERS OF THE REGISTRANT

The executive officers are elected by the BoarBioéctors normally for a term of one year and utité election of their success:
All executive officers have been employed by utheir current roles since the spinoff. The exeaubificers of our Company as dflarch 2
2015 are as follows:

Name Age Current Position

Ward J. Timken, Jr. a7 Chairman, Chief Executive Officer and President

Christopher J. Holding 56 Executive Vice Pdesit and Chief Financial Officer

Donald L. Walker 58 Executive Vice President of Human Resources an@d@zgtional Advancement
Frank A. DiPiero 59 Executive Vice Presidemd &eneral Counsel

Ward J. Timken, Jr. is Chairman of our Board ofe@tors and our Chief Executive Officer and Predid®mior to the spinof
Mr. Timken served as a director of Timken since 2@Mhd as Chairman of the Board of Directors of T@mKrom 2005 until mid2014
Mr. Timken was President of Timken'’s steel busirfess 2004 to 2005, Corporate Vice President of kém
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from 2000 to 2003 and held key leadership positiariBimken’s European and Latin American businesses from 1®2200. Prior to joinin
Timken, Mr. Timken opened and managed the Washind2oC. office of McGough & Associates, a Columb@$jo-based government affa
consulting firm. Mr. Timken is also a member of tiward of Timken, since 2002, and Pella Corporatidrere he has served since 2008.

Christopher J. Holding is our Executive Vice Presidand Chief Financial Officer. Prior to the sgin®r. Holding served as Sen
Vice President of Tax and Treasury since 2010,@drGller of the Process Industries segment fro@820 2010, as Industrial Controller fr
2006 to 2008, and as Operations Controller from4202006, in each case for Timken. Mr. Holdingnealr his bachelor’'s and mastedegree
from the University of Cincinnati and is a certdipublic accountant.

Donald L. Walker is our Executive Vice President ddiman Resources and Organizational Advancemendr Ry the spinofi
Mr. Walker served as Senior Vice PresideHiusman Resources and Organizational Advancement#ten since 2004. Mr. Walker earned
bachelor's degree in psychology and a mastdegree in industrial psychology, both from Wastklichigan University, and a J.D. frc
Capital University. Mr. Walker also attended the ddlachusetts Institute of Technology Sloan FelloagRmm, where he earned a master
degree in business administration.

Frank A. DiPiero is our Executive Vice Presidengn@ral Counsel and Secretary. Mr. DiPiero joinedKen in 2014 in anticipation
the spinoff. Previously, Mr. DiPiero was Associ@eneral Counsel, UTC Aerospace Systems of Unitethi@ogies Corporation, a provis
of technology products and services to the gloleabspace and building systems industries, from 2012013, Vice President, Corpot
Secretary and Segment Counsel, Electronic Systeim&omdrich Corporation (Goodrich Corporation becamesubsidiary of Unite
Technologies Corporation through a merger in 2Gfdhn 2010 to 2012, and Segment Counsel, Actuatiwh lsanding Systems of Goodr
Corporation from 2004 to 2010. Mr. DiPiero earnésl lachelors degree in history from Youngstown State Univgraind a J.D. from Tt
University of Toledo College of Law.
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PART II.

Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Quarterly Common Stock Prices and Cash Dividends Ré&hare:

Our common shares are traded on the New York Jtackange (NYSE) under the symbol “TMSThe estimated number of rec
holders of our common shares at December 31, 2@544y879.

The following table provides information about thigh and low closing sales prices for our commasras and dividends declared
each quarter starting July 1, 2014, the date orlwbur common shares began regular-way trading®NY SE:

2014
Stock prices Dividends
High Low per share
Third quarter $49.9¢ $40.4: $0.14
Fourth quarter $44.5¢ $31.1° $0.1¢

Issuer Purchases of Common Shares:
The following table provides information about puaises of our common shares by us during the quarteyd December 31, 2014 :

Total number of shares Maximum number of

purchased as shares that may yet
Total number Average part of publicly be purchased
of shares price paid announced plans or under the plans or
Period purchased® per share programs programs @
10/01/14 — 10/31/14 75 $46.4( — 3,000,001
11/01/14 — 11/30/14 589,41: $37.5! 589,35! 2,410,64.
12/01/14 — 12/31/14 243,62! $34.7¢ 243,56« 2,167,07
Total 833,11: $36.7¢ 832,92 2,167,07:
(1) All shares not included in the number of sharescipased as part of publicly announced plans or progrwer

surrendered or deemed surrendered to us in coonesiih our share-based compensation plans.

(2 On August 6, 2014, our Board of Directors approaeshare repurchase plan pursuant to which we npayalease up
three million of our common shares in the aggregHés share repurchase plan expires on Decemh@0386. We may repurchase such st
from time to time in open market purchases or pelyanegotiated transactions. We may make all ot pithese repurchases pursuar
accelerated share repurchases or Rule 10b5-1 plans.
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Performance Graph:

The following graph compares the cumulative to&tlm of our common shares with the cumulativel tatturn of the Standard
Poor’s (S&P) MidCap 400 Index and S&P Steel Group Inaglesuming $100 was invested and that cash divideaos reinvested for the peri
from July 1, 2014 through December 31, 2014.

COMPARISON OF CUMMULATIVE TOTAL RETURN
Among TimkenSteel Corporation, the S&F MidCap 400 Index and the S&P 500 Steel Index

125
120
115
110
105
100 \/
a5
July 1, 2014 Septenber 30, 2014 December 31, 2014
— TimkenSt eel Corporation — G&P MidCap 400 1 ndex S&P 500 Steel Index
TimkenSteel S&P MidCap S&P 500 Steel
Date Corporation 400 Index Index
July 1, 2014 $100.0( $100.0( $100.0(
September 30, 2014 $120.9! $96.0: $104.2(
December 31, 2014 $96.7: $102.1: $95.4¢

This performance graph shall not be deemed to dleciting material” or to be “filed” with the SECrsubject to Regulation 14A or
14C, or to the liabilities of Section 18 of the Bange Act.
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ITEM 6. SELECTED FINANCIAL DATA

The Consolidated Financial Statements for periodsr go the separation include the historical reswdf operations, assets i
liabilities of the legal entities that are consitto comprise TimkenSteel. Our historical resolteperations, financial position, and cash fl
presented in the Consolidated Financial Statenfentseriods prior to the separation may not bedative of what they would have been
we actually been a separate stahuhe entity during such periods, nor are they seadly indicative of our future results of opevat
financial position and cash flows.

Years Ended December 31,

(dollars and sharesin millions, except per share data) 2014 2013 2012 2011 2010
Statement of Income Data:
Net sales $1,674.. $1,380.! $1,728. $1,956.! $1,359.!
Net income 104.¢ 89. 155.2 167.2 80.2
Earnings per shaf8:
Basic $2.2¢ $1.9¢ $3.3¢ $3.6¢€ $1.7¢
Diluted $2.27 $1.9¢ $3.3¢ $3.62 $1.7¢
Cash dividends declared per share $0.2¢ $— $— $— $—
Weighted average shares outstanding, diluted 46.C 46.2 46.2 46.2 46.2
Balance Sheet Data:
Total assets (as of period end) $1,364.: $1,078. $960." $982.: $834.¢
Long-term debt (as of period end) 185.2 30.2 30.2 30.2 38.1

M See Note 9 — “ Earnings Per Share ” in the NotedheédConsolidated Financial Statements.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
(dollarsin millions, except per share data)

Spinoff

We became an independent company as a result afistréoution by Timken of 100 percent of the oatsling common shares
TimkenSteel to Timken shareholders. Each Timkemediwdder of record as of the close of businessume 23, 2014 (Record Date) recei
one TimkenSteel common share for every two Timkemmon shares held as of the Record Date. The $pirmsf completed on June 30, 2
and was structured to be tax-free to both Timkeh BmkenSteel shareholders.

Changes to Segment Reporting

We changed the method by which certain costs asetssre allocated to our reportable segments mieginvith the third quarter
2014. The change reflects a refinement of our imatlereporting to align with the way management moakes operating decisions and man
the growth and profitability of our business asirsiependent company subsequent to the spinoff ffonken. This change corresponds \
managemens current approach to allocating costs and resewand assessing the performance of its segmentsepdet segment informati
in accordance with the provisions of Financial Ameting Standards Board (FASB) Accounting Standa@dsification (ASC) Topic 28!
“Segment Reporting.There has been no change in our total consolidatedcial condition or results of operations presty reported as
result of the change in our segment cost strucligeriods presented have been adjusted to tetés change.

Business Overview

Based on our knowledge of the steel industry, wiebwe we are the only focused SBQ steel producétarth America and have t
largest SBQ steel large bar if&ch diameter and greater) production capacity ajtbe North American steel producers. In additizesed o
our internal estimates, we have historically swggplion average, approximately 3@¥the seamless mechanical tube demand in the d
States.

We believe we are the leading manufacturer of S&@I $arge bars (8ich in diameter and greater) and seamless medidnhing ir
North America and the only steel manufacturer wegipabilities of developing SBQ steel large bargaifu€-inches in diameter. Our busin
model is unique in our industry, we believe, intthe have the flexibility to produce customized SB&el for our customers in high or |
volume, as the situation dictates, whereas modiymers of customized SBQ steel products generatigyze in only either high or Ic
volume, but not both. We focus on creating tailopedducts and services for our customengist demanding applications. Our engineer.
experts in both materials and applications, so arework closely with each customer to deliver fldgisolutions related to our products as
as to their applications and supply chains.

We manufacture alloy steel, as well as carbon aiwdoralloy steel, with an annual melt capacity of apjrately two million tons
Our portfolio includes SBQ bars, seamless mechhtitiéng and precision steel components. In addjtive supply machining and thert
treatment services, as well as manage raw mateggtling programs, which are used as a feedeesy&ir our operations.

Capital Investments

Our recent investments are expected to signifigastiengthen our position as a leader in providiifierentiated solutions for tl
energy, industrial and automotive market sectotslerenhancing our operational performance andocust service capabilities.

On July 17, 2014, we announced plans to investldit@nal advanced quench-and-temper hezdt capacity. The $40 million facili
which we expect will be fully operational within éwyears, will perform quench-and-temper hieast operations and, we believe, will h
capacity for up to 50,000 process-tons annuall§-ofch to 13inch bars and tubes. On October 8, 2014, we anraoliiat this facility will b
located in Perry Township, Ohio on the site of Gambrinus Steel Plant near three existing thernealtrent facilities. This facility will k
larger than each of our three existing thermalineat facilities in Canton, Ohio.

In October 2014, we completed our investment inwloeld’s largest jumbo bloom vertical caster, which cqgtraximately $20
million, excluding capitalized interest. We expemgce fully ramped, the new caster will improvelgiby approximately 10%, increase ant
finished ton capacity by up to 125,000 tons andaexipour product range servicing the energy andsitnidl market sectors by providing la
bar capabilities unique in the United States. ABetember 31, 2014, approximately $196 million a$ts had been incurred to date relate
the new caster. An additional ladle refiner becdufig
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operational in May 2013 and has nearly doubledréfiming capacity of the Faircrest Steel plant d&ad added annual melt ton capacit
approximately 40,000 tons.

A $50 million steel tube intermediate finishing dinIFL) project was completed in February 2013.sThivestment increas
operational efficiency, quality and safety in oteed tube manufacturing operations. The IFL incospes the latest technology and emp
lean processes, which have improved employee stfetygh reduced product handling and material meargs and led to reduced pmeces
inventory. Customer service has been improved titr@65% reduction in steel tube finishing cyahedj while finishing labor productivity h
increased by 40%. The IFL also incorporates a reawronmentally friendly water jet deesaling spray system that replaces the former ipig
process.

An in-line forge press was completed in Decembelr228t a cost of approximately $35 million. The ®36n forge press offers ¢
customers soundenter engineered steel bars. The investment mevath opportunity to focus on new markets, addgiaddl capacity an
operating efficiencies. The forge press uses aoviative large-bar forgetblled process, which we developed and installednioance cent
soundness of a larger cross-section of our SBQ. eebined with our recent investment in an ulbrds test largdsar inspection line, the ne
forging capabilities reinforces our position asrarpier provider of sound-center large bars of up&anches in diameter.

These investments reinforce our position of offgnimhat we believe to be the broadest range of SBQ and seamless mechar
tubing steel capabilities in North America and erdeour position as a leader in large bar capisilin North America.

Markets We Serve

We sell products and services that are used irversé range of demanding applications around thédw®ur customers inclus
companies in the following market sectors: oil ayab; automotive; industrial equipment; mining; damndion; rail; aerospace and defel
heavy truck; agriculture; and power generation. @ustomer base is diverse. We do not have dirées $a any single customer that accoun
10% or more of our total sales. The table belowrsanizes our sales by market sector for fiscal y2adst , 2013 and 2012 .

Years Ended December 31,

2014 2013 2012
Distribution 24% 20% 23%
Oil & Gas 1&8% 16% 17%
Passenger Car 16% 21% 15%
Light Truck 1€% 18% 13%
Industrial 8% 4% 6%
Machinery® 7% 10% 13%
Rail 3% 2% 2%
Mining 2% 2% 3%
Construction 1% 2% 2%
Other® 5% 5% 6%
Total 100(% 10C% 10C%

®“Machinery” includes historic intercompany salesTimken.
@“Other” represents endharket sectors that comprise less than 2% of tethbales and include the following market sectoititary/defense

heavy and medium truck, agriculture, metals reagglpower generation, marine and aerospace.

Key indicators for our market include U.S. lighthide production Seasonally Adjusted Annual Ratkand gas rig count activit
U.S. footage drilled, and industrial production &griculture and construction markets, distributo mining and oil field machinery produ
In addition, we closely monitor the Purchasing Mgara’ Index, which is a leading indicator for owmecall business.
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Impact of Raw Material Prices and LIFO

In the ordinary course of business, we are expts#ik volatility of the costs of our raw materialfghenever possible, we manage
exposure to commodity risks primarily through tlse wf supplier pricing agreements that enable @stablish the purchase prices for ce
inputs that are used in our manufacturing proc@ss.utilize a raw material surcharge mechanism ithatesigned to mitigate the impaci
increases or decreases in raw material costs,ugthgenerally with a lag effect. This timing effeen result in raw material spread whel
costs can be over- or undeeovered in certain periods. While the surchargeegally protects gross profit, it has the effefctlituting gros:
margin as a percent of sales.

We value certain of our inventory utilizing the IOFnventory valuation method. Changes in the cosaw materials and producti
activities are recognized in cost of products solthe current period even though these materiadsaher costs may have been incurre
different periods at significantly different valudse to the length of time of our production cydtea period of rising raw material prices, «
of products sold expense recognized under LIFGeregplly higher than the cash costs incurred taiaedhe inventory sold. Conversely, i
period of declining raw material prices, cost obguicts sold recognized under LIFO is generally lothan cash costs incurred to acquire
inventory sold. In periods of rising inventoriesdadeflating raw material prices, the likely resulill be a positive impact to net incor
Conversely, in periods of rising inventories anck@asing raw materials prices, the likely result e a negative impact to net income.

Results of Operation

Year Ended December 31, 2014 Compared to Year Endé&2kcember 31, 2013

Years Ended December 31,

2014 2013 $ Change % Change
Net sales $1,674.. $1,380.¢ $293.: 21.2%
Net sales, excluding surcharges 1,284.. 1,080." 203.t 18.8%
Gross profit 273.¢ 223.2 50.€ 22.7%
Gross margin 16.2% 16.2% NM 20 bps
Selling, general and administrative expenses 112.1 91.¢ 20.3 22.1%
Net income 104.¢ 89.t 14.¢ 16.6%
Scrap index per ton 41¢ 40¢E 13 3.2%
Shipments (in tons) 1,093,69: 918,24 175,44¢ 19.1%
Average selling price per ton, including surcharges $1,53: $1,50¢ $27 1.8%

Net Sales

Net sales for the year ended December 31, 2014 $&654.2 million , an increase of $293.3 millioor,21%, compared to the ye
ended December 31, 2013 . Excluding surchargesates increased $203.5 million , or 19%he increase was driven by higher shipmer
the industrial, energy and distribution market sext

Gross Profit

Gross profit for the year ended December 31, 2044 $273.8 million , an increase of $50.6 millioor 23%, compared to the ye
ended December 31, 2013Higher gross profit resulted from higher saletumm, favorable mix, and lower manufacturing exgeresultin
from better manufacturing performance. These itere partially offset by unfavorable raw materiatesad, increased LIFO expense, neg:
weather-related costs and certain one-time expeimadisding separation-related costs.

Our surcharge mechanism is designed to mitigatémpact of increases or decreases in raw matevstscalthough generally witt
lag effect. This timing effect can result in rawteréal costs being over- or undexeovered in certain periods. While the surchargegally
protects gross profit, it had the effect of dilgtigross margin as a percent of sales.

Selling, General and Administrative Expenses
Selling, General and Administrative (SG&A) expens$assthe year ended December 31, 2014 increased3 $2dlion , or 22%,

compared to the year ended December 31, 2013 in€hease was due primarily to costs to operatestaral-alone independent organization.
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Provision for Income Taxes

Years Ended December 31,

2014 2013 $ Change % Change
Provision for income taxes $53.¢ $38.1 $15.7 41.2%
Effective tax rate 34.(% 29.9% NM 410 bps

The increase in the effective tax rate in the yated December 31, 2014 compared to the year delsember 31, 2013 was due
primarily to the tax benefit of the reversal ofeserve related to uncertain tax positions in 2@i® no corresponding 2014 tax benefit.

Business Segments

Industrial & Mobile Years Ended December 31,
2014 2013 $ Change % Change

Net sales $962.( $865.( $97.( 11.2%
Net sales, excluding surcharges 744.¢ 683.t 60.¢ 8.9%
EBIT 79.€ 83.¢ 4.7 (4.9)%
EBIT margin 8.2% 9.7% NM (140) bp:
Shipments (in tons) 639,74« 587,23( 52,51 8.9%
Average selling price per ton, including surcharges $1,50¢ $1,47¢ $31 2.1%

Industrial & Mobile segment net sales increased 12914 compared to 2013 . Excluding surchargessales increased 9% . The
increase was driven by strong demand in the indlistrarket sector.

EBIT decreased 5% in 2014 compared to 2013 du@gtehselling, general and administrative costslrddo operate as a staalbne
independent organization, unfavorable raw matspatad and mix, partially offset by higher volunnel favorable manufacturing utilization.

Energy & Distribution Years Ended December 31,
2014 2013 $ Change % Change

Net sales $712.; $515.¢ $196.! 38.1%
Net sales, excluding surcharges 539.¢ 397.2 142.¢ 35.9%
EBIT 98.¢ 58.€ 40.2 68.6%
EBIT margin 13.% 11.4% NM 250 bps
Shipments (in tons) 453,94¢ 331,01 122,93! 37.1%
Average selling price per ton, including surcharges $1,56¢ $1,55¢ $1C 0.6%

Energy & Distribution segment net sales increast¥ 8uring the year ended December 31, 2014 compar2@l3 . Excluding
surcharges, net sales increased 36% . The inonesssdriven by higher volume across both the enanglydistribution market sectors.

EBIT increased 69% during the year ended Decemher2814 compared to 2013The increase was driven by higher volu
favorable mix, and better manufacturing utilizafigrartially offset by higher raw material spreadd aelling, general and administrat
expenses due to costs to operate as an indepesrdanization.
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Unallocated Years Ended December 31,

2014 2013 $ Change % Change
LIFO $6.¢ $1.t $5.4 360.0%
Corporate expenses 12.€ 13.2 (0.6) (4.5)%
Unallocated 19.t 14.7 4.8 32.7%
Unallocated % to net sales 1.2% 1.1% NM 10 bp:

Unallocated are costs associated with strategpotate development, tax, treasury, legal, inteandlit, LIFO and general
administration expenses. Unallocated increased #dli®n for the year ended December 31, 2014 caegbdo the same period @01:
primarily due to increased LIFO expense.

Year Ended December 31, 2013 Compared to Year Endé&kcember 31, 2012

Years Ended December 31,

2013 2012 $ Change % Change
Net sales $1,380.! $1,728. ($347.9) (20.1)%
Net sales, excluding surcharges 1,080." 1,311.° (231.0 (17.6)%
Gross profit 223.2 338.¢ (115.9) (34.1)%
Gross margin 16.2% 19.¢% NM (340) bp:
Selling, general and administrative expenses 91.¢ 103.t (12.7) (12.3)%
Net income 89.t 155.2 (65.7) (42.3)%
Scrap index per ton 40¢E 42¢ (24) (5.6)%
Shipments (in tons) 918,24: 1,070,38 (152,13) (14.2)%
Average selling price per ton, including surcharges $1,50¢ $1,61¢ ($117) (6.9)%

Net Sales

Net sales for 2013 decreased 20% compared to 2B%@uding surcharges, net sales decreased.IH% decrease was due prime
to lower volume, as well as unfavorable mix. Therdo volume was driven by a decrease in shipmentaitandustrial and energy emdarke
sectors, partially offset by higher shipments to mobile end-market sector.

Gross Profit

Gross profit decreased $115.7 million in 2013 coragato 2012, due primarily to the impact of lower volume andghel
manufacturing expense resulting from lower cosbgtion, as well as unfavorable mix.

Our surcharge mechanism is designed to mitigatémipact of increases or decreases in raw matevstkcalthough generally witt
lag effect. This timing effect can result in rawteréal costs being over- or undexeovered in certain periods. While the surchargeegally
protects gross profit, it had the effect of dilgtigross margin as a percent of sales.

Selling, General and Administrative Expenses

SG&A expenses decreased by $11.7 million , or 11#%2013 compared to 2012due primarily to lower incentive compensa
expense, partially offset by higher salary and Eeoests.

Provision for Income Taxes

Years Ended December 31,

2013 2012 $ Change % Change
Provision for income taxes $38.1 $79.1 ($41.0 (51.£%)
Effective tax rate 29.% 33.8% NM (390) bp:

The decrease in the effective tax rate in 2013 @etpto 2012 was due primarily to discrete U.S biaxefits, including certain
settlements related to tax audits, higher U.S rebdax credit and higher earnings in foreign jdig§ons where the
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effective tax rate is less than 35%. These faat@®e partially offset by lower U.S. manufacturingddction and higher U.S. state and |
taxes.

Business Segments

Industrial & Mobile Years Ended December 31,
2013 2012 $ Change % Change

Net sales $865.( $1,014.: ($149.) (24.7)%
Net sales, excluding surcharges 683.t 7742 (90.7) 11.7Y%
EBIT 83.¢ 102.( (18.7) Q7.7)%
EBIT margin 9.7% 10.1% NM (40) bp:
Shipments (in tons) 587,23( 654,98 (67,759 (20.3)%
Average selling price per ton, including surcharges $1,47: $1,54¢ ($75) (4.8)%

Industrial & Mobile segment net sales decreased 62013 compared to 2012 . Excluding surchargessales decreased 12% . The
decrease was primarily driven by lower volume anthuorable mix. The volume decrease was driverolet shipments to the industrial '
manufacturing end-market sector, partially offsgih increase to the mobile end-market sector.

EBIT decreased by $18.1 million in 2013 compare@@@2due to lower volume and higher manufacturing exparsulting fror
lower cost absorption, as well as unfavorable mix.

Energy & Distribution Years Ended December 31,
2013 2012 $ Change % Change

Net sales $515.¢ $714.¢ ($198.9) (27.8)%
Net sales, excluding surcharges 397.2 537.t (140.9 (26.1)%
EBIT 58.€ 128.¢ (70.9) (54.5)%
EBIT margin 11.2% 18.(% NM (660) bp:
Shipments (in tons) 331,01 415,39: (84,379 (20.3)%
Average selling price per ton, including surcharges $1,55¢ $1,72( ($161) (9.4)%

Energy & Distribution segment net sales decrea88d id 2013 compared to 2012 . Excluding surchangessales decreased 26% .
The decrease was driven by lower volume and unédblermix. The volume decrease was driven by lovaprsents to the energy (
manufacturing and distribution end-market sectors.

EBIT declined by $70.3 million in 2013 compared@i?2, due primarily to lower volume and higher manufisicty expense resulti
from lower cost absorption.

In 2012, $3.2 million of segment EBIT related tor ddexico operations was reclassified from Indut8aMobile to Energy &
Distribution to conform to the 2013 presentation.

Unallocated Years Ended December 31,

2013 2012 $ Change % Change
LIFO $1.t ($15.6 $17.1 (109.6)%
Corporate expenses $13.2 $11.¢ $1.2 10.9%
Unallocated $14.7 ($3.7) $18.2 (497.3)%
Unallocated % to net sales 1.1% (0.2% NM 130 bp:

Unallocated are costs associated with strategpotate development, tax, treasury, legal, inteandlit, LIFO and general
administration expenses. Unallocated increased4$isilion for the year ended December 31, 2013 canegh to the same period RBD1Z
primarily due to increased LIFO expense.
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Non-GAAP Financial Measures
Net Sales, Excluding Surcharge

This Managemen$’ Discussion and Analysis of Financial Conditiord dResults of Operations includes discussions of sads:
adjusted to exclude raw material surcharges, whephesents a financial measure that has not baemmieed in accordance with accoun
principles generally accepted in the United StéteS. GAAP). Generally, as we experience fluctuadiin our costs, we reflect them as
increases or surcharges to our customers withaheaf being essentially cost neutral. However neave are able to pass these raw mat
surcharges or price increases on to our custorttes®e may be a time lag between the time a costdse goes into effect and our abilit
implement surcharges or price increases. We bepesgenting net sales to exclude surcharges pewadaore consistent basis for compe
our core operating results.

TimkenSteel Years Ended December 31,

2014 2013 2012
Net sales $1,674.. $1,380.! $1,728.
Less: surcharge revenue 390.( 300.2 417.C
Net sales, excluding surcharges $1,284.: $1,080.° $1,311.°
Industrial & Mobile Years Ended December 31,

2014 2013 2012
Net sales $962.( $865.( $1,014..
Less: surcharge revenue 217.€ 181.t 239.¢
Net sales, excluding surcharges $744. $683.t $774..
Energy & Distribution Years Ended December 31,

2014 2013 2012
Net sales $712.: $515.¢ $714.¢
Less: surcharge revenue 172.¢ 118.7 177.1
Net sales, excluding surcharges $539.¢ $397.: $537.t

The Balance Sheet
The following discussion is a comparison of the §nitated Balance Sheets as of December 31, 201 2GS :

December 31,

Current Assets 2014 2013

Cash and cash equivalents $34.5 $—
Accounts receivable, net, including due from relgtarty 167.1 149.¢
Inventories, net 293.¢ 227.(
Deferred income taxes 20.2 1.7
Prepaid expenses 28.C 0.8
Other current assets 7.€ 4.2
Total Current Assets $551.: $383.:

Refer to the “Liquidity and Capital Resources” sattin this Managemers’ Discussion and Analysis of Financial Conditiord
Results of Operations for a discussion of the iaseen cash and cash equivalents. Accounts redejvadt as of December 31, 20li#hcrease
$17.7 million from December 31, 2013 due primatiyincreased sales in the fourth quarter of 201doaspared to the fourth quarter of 2013
Inventories increased by $66.8 million in respotts@igher sales demand. Deferred income taxesasek$18.6 million fronDecember 3.
2013 due primarily to certain employee accruals and rét@ement and post retirement plans. Prepaid esggeimcludes a $24 million t
receivable that resulted from a reduction in tgp@gable related to a change in tax law subseqograytment of estimated taxes.
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December 31,

Property, Plant and Equipment, net 2014 2013
Property, plant and equipment, net $771.¢ $664.¢

Property, plant and equipment, net increased $1@libn from December 31, 2013The increase in property, plant and equipn
net was due to capital expenditures exceeding diggi@n expense, as well as the transfer of ags®ts Timken in conjunction with the spin
completed on June 30, 2014.

December 31,

Other Assets 2014 2013

Pension assets $8.( $—
Intangible assets, net 30.2 29.C
Other non-current assets 2.€ 1.¢
Total Other Assets $40.¢ $30.¢

During the second quarter of 2014, the assetsiahilities of certain ovefunded Timken pension plans related to our empleyer
retirees were transferred to pension plans spodsuyreis.

December 31,

Liabilities and Equity 2014 2013

Current liabilities $225.¢ $154.¢
Long-term debt 185.2 30.2
Accrued pension and postretirement cost 119.1 —
Deferred income taxes 75.1 86.1
Other non-current liabilities 11.1 6.8
Total equity 748.1 800.¢
Total liabilities and equity $1,364.: $1,078.1

Current liabilities increased to $225.5 millionaDecember 31, 2014 as compared to $154.9 miloof December 31, 2013 . The
increase was due primarily to higher accounts payasulting from higher purchases to meet our petidn requirements. In addition, dur
the second quarter of 2014, the assets and liabilitf certain undefunded Timken pension and postretirement planse@lto our employe:
and retirees were transferred to pension and pivetrent plans sponsored by us, which are recoadelioth current and lortgrm liabilities
Long-term debt increased due to our borrowings1d&S$0 million under our credit facility to fund ded expenditures, to pay $60.0 millior
dividend to Timken in connection with the spindff, repurchase shares at a cost of $30.6 millianpurchase shares withheld for taxe$
million , to fund cash dividends of $12.7 milligraid to shareholders and to fund our operations. décrease in our deferred income t
related primarily to the increase of pension anstqgdirement liabilities. Refer to the Consolidattdtements of Changes in Equity for de
of the decrease in total equity.

Liquidity and Capital Resources

Based on historical performance and current exfients we believe our cash and cash equivalenéscéish generated from |
operations, available credit facilities and ourligbito access capital markets will satisfy our Wiog capital needs, capital expenditu
quarterly dividends, share repurchases and otipeidity requirements associated with our operatfonst least the next twelve months.
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Cash Flows

The following table reflects the major categoriéxash flows for years ended December 31, 201413 2hd 2012 For additione
details, please see the Consolidated Statemefasdf Flows contained elsewhere in this Annual Repor

Cash Flows Years Ended December 31,
2014 2013 2012
Net cash provided by operating activities $93.¢ $175.: $296.¢
Net cash (used) by investing activities (129.¢) (183.6) (167.0
Net cash provided (used) by financing activities 70.2 8.5 (129.¢)
Increase in Cash and Cash Equivalents $34.5 $— $—

Operating activities

Net cash provided by operating activities for tleang ended December 31, 2014 and 2013 was $93i6nmahd $175.1 million,
respectively. The $53.3 milliodecrease was primarily the result of increasedaiseash related to changes in our inventory andwauc
receivable balances partially offset by higherinebme and cash provided by the changes in ouuadaexpense balances.

Net cash provided by operating activities for tleans ended December 31, 2013 and 2012 was $17Bidnnaind $296.6 million,
respectively. The decrease in cash provided byatipes of $121.5 milliorior 2013 as compared to 2012 was primarily theltefuower ne
income and lower cash provided by our accountsivabke and inventory positions. These decreaseg artially offset by a change in «
deferred income taxes, as well as increased casided by improvements in our accounts payableaadued liabilities.

Investing activities

Net cash used by investing activities for the yesmded December 31, 2014 and 2013 was $129.6 midial $183.6 million
respectively. Cash used for investing activitidmprily relates to capital investments in our prectittn processes.

Our business sometimes requires capital investnentsmain competitive and to ensure we can impitgrsgategic initiatives. O
$288 million construction in progress balance aBetember 31, 201ihcludes: (a) an investment of approximately $19%ion in the jumbc
bloom vertical caster to improve productivity, inase capacity and expand our product range; (b)r#80n relating to growth initiatives (i.¢
new product offerings, additional capacity and reapabilities) and continuous improvement projeats] (c) $62 million relating primarily
routine capital costs to maintain the reliabiliiptegrity and safety of our manufacturing equipmend facilities. We expect to inc
approximately $28 million of additional costs inding approximately $6 million relating to the jumbtmom vertical caster; approximately ¢
million relating to additional growth initiativesnd continuous improvement; and approximately $1llioni of additional costs to comple
other remaining projects.

Net cash used by investing activities for the yesmded December 31, 2013 and 2012 was $183.6 midial $167.0 million
respectively. The increase in cash used for inngsittivities reflects our increased capital exjitenels as we have made strategic investn
in our production processes. Our business sometmeesires capital investments to remain competitivel to ensure we can implerr
strategic initiatives. Our $ 213 millioronstruction in progress balance as of DecembeR@®13 includes: (a) an investment of approxim:
$143 million in the jumbo bloom vertical casteritoprove productivity, increase capacity and expand product range; (b) $36 milli
relating to growth initiatives (i.e., new produdfesings, additional capacity and new capabiliti@ayl continuous improvement projects; an
$34 million relating primarily to routine capitabsts to maintain the reliability, integrity and ef of our manufacturing equipment i
facilities.

Financing activities

Net cash provided by financing activities for theay ended December 31, 2014 was $70.2 million duweaply to $155.0 millionof
borrowings under the credit facility offset by &0$% million dividend to Timken in connection with the spinafpurchase of shares at a co:
$30.6 million , purchase of shares withheld foresmnf $4.1 million and cash dividends of $12.7 ionillpaid to shareholders.

Net cash provided by financing activities for theay ended December 31, 2013 was $8.5 millioa to net transfers from Timker
fund capital expenditures in excess of cash pravieoperations.
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Financing activities used net cash of $129.6 miilfior 2012, as excess cash flows of $121.1 milliomeneansferred to Timken.
addition, as part of a settlement with the IRS2@12 we redeemed half of the balance outstandinguowvariable rate State of Ohio Pollut
Control Revenue Refunding Bonds, maturing on Jyrg33, totaling $8.5 million, and agreed to redébenremaining balance of $8.5 mill
on December 31, 2022. As part of the settlememt, IRS agreed to allow these bonds to remainet@mpt during the period they
outstanding.

Covenant Compliance

We are required to maintain a certain capitalizatatio and interest coverage ratio as well asmum liquidity balances as set fc
in our revolving credit facility agreement. As oéEember 31, 2014we were in compliance with these ratios and dguirequirements, as w
as the additional covenants contained in the cegglitement. The maximum consolidated capitalizatidio permitted under the credit faci
is 0.50. As of December 31, 2014éur consolidated capitalization ratio was 0.28e Tinimum consolidated interest coverage rationgézc
under the credit facility is 3.0. As of December, 3014, our consolidated interest coverage ratio was5L7lhe minimum liquidity require
under the credit facility is $50 million. As of Dember 31, 2014 , our liquidity was $179.0 million .

We expect to remain in compliance with our debter@ants. However, we may need to limit our borrowiran the revolvin
commitment in order to remain in compliance. Theant available under the credit facility as of Dmber 31, 2014 was $144.5 million .

Dividends and Share Repurchases

On January 29, 2015, our Board of Directors dedlarguarterly cash dividend of $0.14 cents pereshittne dividend will be paid
February 27, 2015 to shareholders of record agbfuary 13, 2015.

On August 6, 2014, our Board of Directors approaeshare repurchase plan pursuant to which we npayakease up to three milli
of our outstanding common shares in the aggredais.share repurchase plan expires on Decembe0386. We may repurchase such sk
from time to time in open market purchases or pelyanegotiated transactions. We are not obligatedcquire any particular amount
common shares and may commence, suspend or disgemiirchases at any time or from time to time evittprior notice. Througbecembe
31, 2014 , $30.6 million was used to repurchase®22shares. Common shares repurchased are heghsisry shares.

Contractual Obligations

The following table summarizes our contractual gdions as of December 31, 2014 .

Less than More than

Contractual Obligations Total 1 Year 1-3 Years 3-5 Years 5 Years

Long-term debt $185.: $— $— $155.( $30.2
Interest payments 12.5 2.7 5.4 4.1 0.1
Operating leases 20.2 8.3 9.2 2.7 —
Purchase commitments 91.1 50.1 37.C 4.C —
Retirement benefits 939.% 94.t 190.1 196.: 458.¢
Total $1,248.! $155.¢ $241.° $362.: $489.:

Long-term debt includes the revolving credit fagitind certain revenue refunding bonds. Interestasiable rate debt included in the
table above was computed using the assumptiortitbahterest rate at December 31, 2014 was in tefifeche remaining term of the varia
rate debt. Actual interest could vary. See ltem gthis Annual Report for further discussion.

Purchase commitments are defined as agreementsdbase goods or services that are enforceabléegally binding on us. Includs
in purchase commitments above are certain obligatielated to capital commitments, service agre&nand energy consumed in
production process. These purchase commitment®tdeepresent our entire anticipated purchasesdrfuture, but represent only those it
for which we are presently contractually obligat€tde majority of our products and services are lpased as needed, with no commitment
do not have any off-balance sheet arrangementsunitbnsolidated entities or other persons.

Retirement benefits represent pension and heatth gayments expected to be paid to retirees or begieficiaries over the next -
years. These payments are largely covered by peasid postretirement benefit plan ass
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Critical Accounting Policies and Estimates

Our financial statements are prepared in accordawite U.S. GAAP. The preparation of these financs&htements requir
management to make estimates and assumptionsfibeit the reported amounts of assets and liatslitiethe date of the financial statem
and the reported amounts of revenues and expeuseg the periods presented. We review our criticaounting policies throughout the ye

New Accounting Guidance
See Note 2 — “ Significant Accounting Policies "thre Notes to the Consolidated Financial Statements
Revenue Recognition

We recognize revenue when title passes to the mestorhis occurs at the shipping point except foods sold by certain forei
entities and certain exported goods, where titespa when the goods reach their destination. §qiliices are fixed based on purchase o
or contractual arrangements. Shipping and handlosgs billed to customers are included in net safesthe related costs are included in
of products sold in the Consolidated Statementaaime for the years ended December 31, 2014 , a0d2012 .

Inventory

Inventories are valued at the lower of cost or regrkvith approximately 65%alued by the LIFO method and the remai
inventories, including manufacturing supplies ineen as well as international (outside the Unitédt&s) inventories are valued by the first-
first-out, average cost or specific identification metholin actual valuation of the inventory under tHEQ method can be made only at
end of each year based on the inventory levelscaists at that time. Accordingly, interim LIFO cdetions are based on management
estimates of expected year-end inventory levels aslls. Because these are subject to many facéyentd managemesst'control, annu
results may differ from interim results as they swbject to the final yearnd LIFO inventory valuation. We recognized an éase in our LIF
reserve of $7.7 million and $1.5 million in 2014da2013 , respectively.

Long-lived Asset Impairment

Longived assets (including tangible assets and intdegissets subject to amortization) are reviewednfipairment when events
changes in circumstances have occurred indicatiaigthe carrying value of the assets may not beverable.

We test recoverability of lontived assets at the lowest level for which ther identifiable cash flows that are independent fthe
cash flows of other assets. We review product Jipests, and subsidiaries, as well as individsakss for impairment. Assets and asset gl
held and used are measured for recoverability nypaoing the carrying amount of the asset or agsefpgto the sum of future undiscounted
cash flows expected to be generated by the assestet group.

Assumptions and estimates about future values eméining useful lives of our lonlgred assets are complex and subjective.
can be affected by a variety of factors, includixgernal factors such as industry and economiadgemd internal factors such as chang
our business strategy and our internal forecasts.

If an asset or asset group is considered to beiiethathe impairment loss that would be recognimethe amount by which t
carrying amount of the assets exceeds the faiewvaiihe assets. To determine fair value, we waoslklinternal cash flow estimates discou
at an appropriate interest rate, third party agjtaias appropriate, and/or market prices of siragaets, when available.

We recorded a $0.3 million writeff of certain capitalized costs related to a digaied real estate transaction in 2014. In 201€
recorded a writelown of $0.6 million related to the discontinuede usf certain machinery and equipment. There werenmmairment
recognized for the year ended December 31, 2012.

Indefinite-lived Intangibles

We test indefinitdived intangible assets for impairment at leastuatly as of October 1, after the annual forecaspingcess |
completed. Furthermore, indefiniieed intangible assets are reviewed for impairm&henever events or changes in circumstances ie
that the carrying values may not be recoverablehBaterim period, our management assesses wheth@ot an indicator of impairment
present that would necessitate that an impairmealysis be performed for indefinitered intangible assets at an interim period otter
during the fourth quarter.
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Indefinite-lived intangible assets are tested fopairment using planned growth rates, mabeed discount rates and estimate
royalty rates. If the carrying value exceeds faifue, the intangible asset is considered impairetlia reduced to fair value. In the fot
quarter of 2014 we made a final determination to discontinue ube of a tradename acquired in 2008, resultinghiimgpairment charge
$0.9 million to reduce the asset to its estimasedvialue of zero .

Income Taxes

For purposes of our Consolidated Financial Statésneme recorded income tax expense and deferredbabances as if we file
separate tax returns on a stand-alone basis apartfimken, which we refer to as the “separaterretuethod.”The separate return mett
applies the accounting guidance for income taxethd¢ostandalone financial statements as if we weseparate taxpayer and a stand:
enterprise for the periods presented. The calcuiatf the provision for income taxes, deferred daazets and liabilities, valuation allowar
against deferred tax assets, and accruals for tairtéax positions on a separate return basis resjai considerable amount of judgment ani
of both estimates and allocations. As a staluthe entity, our deferred taxes and effectiverédie may differ from those in the historical pes¢

We are subject to income taxes in the United Statesnumerous nob-S. jurisdictions and account for income taxesdéoordanc
with FASB ASC Topic 740, “Income TaxesAEC 740). Deferred tax assets and liabilities aeorded for the future tax consequel
attributable to differences between financial steet carrying amounts of existing assets and Itesiland their respective tax bases, as wi
net operating loss and tax credit carryforwardsfeBed tax assets and liabilities are measuredgusiracted tax rates expected to app
taxable income in the years in which temporaryedéhces are expected to be recovered or settlededded valuation allowances aga
deferred tax assets by tax jurisdiction when ihigre likely than not that such assets will not &alized. In determining the need for a value
allowance, the historical and projected financiaffprmance of the entity recording the net defeteadasset is considered along with any ¢
pertinent information. Net deferred tax assetsteepagimarily to pension and postretirement benafligations in the United States, which
believe are more likely than not to result in fettax benefits.

In the ordinary course of our business, there amayntransactions and calculations where the uléniatome tax determination
uncertain. We are regularly under audit by tax aties. Accruals for uncertain tax positions am@vided for in accordance with 1
requirements of ASC 740. We record interest andifpies related to uncertain tax positions as a asmapt of income tax expense.

Benefit Plans

Prior to the spinoff, our employees participated/amious retirement and postretirement benefitspred by Timken. During 201
assets and liabilities of these plans related toeoployees and retirees were transferred to @passored by us. Our benefit obligation ul
the transferred defined benefit pension plans awstretirement benefit plans were determined on cunagial basis as of the transfer d
Management uses actuaries to calculate such amasimg key assumptions such as discount ratestimfl, longterm investment returr
mortality, employee turnover, rate of compensatimreases and medical and prescription drug céstsumptions were determined base!
company data and appropriate market indicators aamevaluated as of the planseasurement date. A 0.25% percent decrease indbeud
rate assumption would increase annual benefit esgpby an estimated $2.3 million, while a 0.25% eetalecrease in the return on plan a
assumption would increase annual benefit expensatgstimated $2.8 million. A 0.25% percent incegasthe discount rate assumption we
decrease annual benefit expense by an estimat8dn$llion, while a 0.25% percent increase in thiime on plan assets assumption wi
decrease annual benefit expense by an estimat8difion. We recognize each planfunded status as an asset for overfunded plahas
liability for unfunded or underfunded plans. Actiagaigains and losses and prior service costs aagrezed and recorded in accumulated ¢
comprehensive loss, a component of equity. The atsawecorded in accumulated other comprehensivewdls continue to be modified
actuarial assumptions and service costs changealbsgch amounts will be amortized to expense aveeriod of years through the net pen
and net periodic benefit costs.

Further information on pensions and postretirenbemniefits is provided in Note 8 — “ Retirement arubtPetirement Benefit Plangri
the Notes to the Consolidated Financial Statements.

Other Loss Reserves

We have a number of loss exposures that are irgtinmrthe ordinary course of business such as emviemtal claims, product liabili
claims, product warranty claims, litigation and @aats receivable reserves. Establishing loss reser these matters requires manageraen
estimate and judgment with regards to risk exposumg ultimate liability or realization. These lagserves are reviewed periodically
adjustments are made to reflect the most recets & circumstances.
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Forward-Looking Statements

Certain statements set forth in this Annual RemortForm 10K (including our forecasts, beliefs and expectatjothat are ni
historical in nature are “forward-lookingtatements within the meaning of the Private SeearLitigation Reform Act of 1995. In particul
Management's Discussion and Analysis of Financiahdition and Results of Operations contains nunmerouwardiooking statement
Forward-looking statements generally will be accanipd by words such as “anticipate,” “believe,” ttsh” “estimate,” “expect,” “forecast,”
“outlook,” “intend,” “may,” “plan,” “possible,” “pdential,” “predict,” “project,” “seek,” “should,” target,” “would,” or other similar word
phrases or expressions that convey the uncertaintyture events or outcomes. You are cautionedtagilace undue reliance on forward
looking statements, which speak only as of the détthis Annual Report on Form 10- We caution readers that actual results may «
materially from those expressed or implied in fordvbooking statements made by or on behalf of westdua variety of factors, such as:

"o now "o ” o

e our ability to realize the expected benefits of $panoff;
» the costs associated with being an independenicpedrinpany, which may be higher than anticip

» deterioration in world economic conditions, or toaomic conditions in any of the geographic regimnghich we conduct busine
including additional adverse effects from globabmamic slowdown, terrorism or hostilities. This lunes: political risks associal
with the potential instability of governments aedal systems in countries in which we or our cust@neonduct business, and cha
in currency valuations;

» the effects of fluctuations in customer demandalass product mix and prices in the industries Imicly we operate. This includes:
ability to respond to rapid changes in customeratanthe effects of customer bankruptcies or ligtia@hs; the impact of changes
industrial business cycles; and whether conditafrfair trade continue in the U.S. markets;

e competitive factors, including changes in marketgteation; increasing price competition by existimgnew foreign and domes
competitors; the introduction of new products bystmrg and new competitors; and new technology thay impact the way o
products are sold or distributed;

* changes in operating costs, including the effeathanges in our manufacturing processes; changessis associated with vary
levels of operations and manufacturing capacitygilaiility of raw materials and energy; our abilty mitigate the impact
fluctuations in raw materials and energy costs Hrel effectiveness of our surcharge mechanism; @siy the expected co
associated with product warranty claims; changssltiag from inventory management, cost reductiatidtives and different leve
of customer demands; the effects of unplanned wtmpages; and changes in the cost of labor arefiteen

» the success of our operating plans, announced gragrinitiatives and capital investments (includihg jumbo bloom vertical cas
and advanced quench-atetmper facility); the ability to integrate acquiredmpanies; the ability of acquired companies toieae
satisfactory operating results, including resulisn accretive to earnings; and our ability to neimappropriate relations with unic
that represent our associates in certain locatioonsder to avoid disruptions of business;

e unanticipated litigation, claims or assessmentsluding claims or problems related to intellectymbperty, product liability c
warranty, environmental issues and taxes, amorgy otlatters;

* changes in worldwide financial markets, includingitability of financing and interest rates, whiaffect: our cost of funds and
ability to raise capital; our pension obligatiomsgldnvestment performance; and/or customer demaddtze ability of customers
obtain financing to purchase our products or eqeipinthat contain our products; and the amount gfdinidend declared by o
Board of Directors on our common shares; and

» those items identified under “Risk Factoesid other parts of this Annual Rep

You are cautioned that it is not possible to predicidentify all of the risks, uncertainties anther factors that may affect futt
results and that the above list should not be daned to be a complete list. Except as requirethbyfederal securities laws, we undertak
obligation to publicly update or revise any forwdodking statement, whether as a result of newrm#ftion, future events or otherwise.
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ltem 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Interest Rate Risk

Our borrowings consist entirely of variabigte debt, principally our revolving credit fagilitWe are exposed to the risk of ris
interest rates to the extent that we fund our dfmra with these variable-rate borrowings. As oécBmber 31, 2014 , we ha$&85.2 millior
of aggregate debt outstanding, all of which corsidtdebt with variable interest rates. Based @namount of debt with variablate interes
outstanding, a 1% rise in interest rates would Iteisuan increase in interest expense of approxéhga$l.9 million annually, with
corresponding decrease in income from operatiofdécome taxes of the same amount.

Foreign Currency Exchange Rate Risk

Fluctuations in the value of the U.S. dollar congghato foreign currencies may impact our earningsoggaphically, our sales
primarily made to customers in the United Statagréhcy fluctuations could impact us to the extitvetly impact the currency or the price
raw materials in foreign countries in which our gmtitors operate or have significant sales.

Commodity Price Risk

In the ordinary course of business, we are exptsetarket risk with respect to commaodity price flistions, primarily related to ¢
purchases of raw materials and energy, princifgipp steel, other ferrous and rferrous metals, alloys, natural gas and electrithyeneve
possible, we manage our exposure to commodity psksarily through the use of supplier pricing agreents that enable us to establist
purchase prices for certain inputs that are useslimmanufacturing business. We utilize a raw nia@teurcharge as a component of pric
steel to pass through the cost increases of sallags and other raw materials, as well as nataal From time to time, we may use derive
financial instruments to hedge a portion of ourasype to price risk related to natural gas andiédiy purchases. In periods of stable dern
for our products, the surcharge mechanism has woekectively to reduce the normal time lag in pagghrough higher raw material costs
that we can maintain our gross margins. When deraadctost of raw materials is lower, however, tirelsarge impacts sales prices to a le
extent.
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Report of Independent Registered Public Accountindrirm

To The Board of Directors and Shareholders of Tin&keel Corporation

We have audited the accompanying consolidated balaheets of TimkenSteel Corporation as of Dece®beP014 and 2013, and the rel:
consolidated statements of income, comprehenss@nie, changes in equity and cash flows for eacthefthree years in the period en
December 31, 2014. Our audits also included thenfiral statement schedule included at Item 15asd fieancial statements and schedul
the responsibility of the Comparsymanagement. Our responsibility is to expresspaman on these financial statements and schecagedo
our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamioUnited States). Those stand.
require that we plan and perform the audit to ebta@asonable assurance about whether the finaptaggments are free of mate
misstatement. We were not engaged to perform ait afidhe Companys internal control over financial reporting. Ourdés includet
consideration of internal control over financiapogting as a basis for designing audit procedurasdre appropriate in the circumstances
not for the purpose of expressing an opinion onefffiectiveness of the Compasyinternal control over financial reporting. Accmgly, we
express no such opinion. An audit also includesmixiag, on a test basis, evidence supporting theusms and disclosures in the finan
statements, assessing the accounting principled asd significant estimates made by management,esatiiating the overall financ
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaarferred to above present fairly, in all mater@spects, the consolidated financial pos
of TimkenSteel Corporation at December 31, 20142018, and the consolidated results of their opmratand their cash flows for each of
three years in the period ended December 31, 20t4nformity with U.S. generally accepted accouptiminciples. Also, in our opinion, t
related financial statement schedule, when consitier relation to the basic financial statemenitetiaas a whole, presents fairly in all mate
respects the information set forth therein.

/sl Ernst & Young LLP

Cleveland, Ohio

March 2, 2015
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Consolidated Statements of Income

Years Ended December 31,

2014 2013 2012
(Dollars in millions, except per share data)
Net sales $1,674.. $1,380.! $1,728.
Cost of products sold 1,400.¢ 1,157 1,389.¢
Gross Profit 273.¢ 223.2 338.¢
Selling, general and administrative expenses 112.1 91.¢ 103.t
Impairment charges 1.2 0.€ —
Operating Income 160.t 130.¢ 235.¢
Interest expense 0.9 0.2 .2
Other expense, net 1.4 3.C 0.8
Income Before Income Taxes 158.2 127.€ 234.:
Provision for income taxes 53.¢ 38.1 79.1
Net Income $104 .« $89.t $155.:
Per Share Data:
Basic earnings per share $2.2¢ $1.9¢ $3.3¢
Diluted earnings per share $2.27 $1.9¢ $3.3¢
Dividends per share $0.2¢ $— $—

See accompanying Notes to the Consolidated FinaBtzgements.
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Consolidated Statements of Comprehensive Income

Years Ended December 31,

2014 2013 2012

(Dollars in millions)
Net Income $104. $89.t $155..
Other comprehensive income (loss), net of tax:

Foreign currency translation adjustments (1.2 0.2 0.c

Pension and postretirement liability adjustment (58.€) — —

Other comprehensive (loss) income, net of tax (59.9 0.2 0.¢
Comprehensive Income, net of tax $44.¢ $89.7 $156.:

See accompanying Notes to the Consolidated FinaBtzgements.
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Consolidated Balance Sheets

December 31,

2014 2013
(Dollars in millions)
ASSETS
Current Assets
Cash and cash equivalents $34.t $—
Accounts receivable, net of allowancez)(4 - $0.2 million; 2013 - $0.2 million) 167.1 122.7
Accounts receivable due from related party — 26.7
Inventories, net 293.¢ 227.C
Deferred income taxes 20.5 1.7
Prepaid expenses 28.C 0.€
Other current assets 7.€ 4.z
Total Current Assets 551.3 383.1
Property, Plant and Equipment, Net 771.¢ 664.¢
Other Assets
Pension assets 8.C —
Intangible assets, net 30.2 29.C
Other non-current assets 2.€ 1.¢
Total Other Assets 40.¢ 30.¢
Total Assets $1,364.: $1,078.
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable, trade $120.: $86.¢
Accounts payable due to related party — 17.3
Salaries, wages and benefits 49.1 37.€
Accrued pension and postretirement cost 17.¢ —
Income taxes payable 0.2 —
Other current liabilities 38.1 13.2
Total Current Liabilities 225t 154.¢
Non-Current Liabilities
Long-term debt 185.2 30.2
Accrued pension and postretirement cost 119.1 —
Deferred income taxes 75.1 86.1
Other non-current liabilities 11.1 6.€
Total Non-Current Liabilities 390.t 123.1
Commitments and contingencies — —
Equity
Preferred shares, no par value; authorized 10l®mghares, none issued — —
Common shares, no par value; authorized 200.0amiflhares; issued 2014 - 45.7 million shares; 2@G8 shares — —
Additional paid-in capital 1,050.7 —
Net parent investment — 801.2
Retained earnings 29.2 —
Treasury shares (34.9) —
Accumulated other comprehensive loss (297.9) (0.4
Total Equity 748.1 800.¢
Total Liabilities and Equity $1,364.: $1,078.

See accompanying Notes to the Consolidated FinaBtzgements.
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Consolidated Statements of Changes in Equity

Accumulated

Additional Net Parent Retained Treasury Com;c))rtgﬁénsive
Total Paid-in Capital Investment Earnings Shares Loss

(Dollars in millions)

Balance as of December 31, 2011 $662.: $— $663.7 $— $— ($1.5)
Net income 155.2 — 155.2 — — —
Foreign currency translation adjustments 0.c — — — — 0.€
Stock-based compensation expense 2.€ — 2.6 — — —
Net transfer (to)/from Timken and affiliates (121.7 — (121.7) — — —

Balance as of December 31, 2012 $699.¢ $— $700.< $— $— ($0.€)
Net income 89.t — 89.t — — —
Foreign currency translation adjustments 0.2 — — — — 0.2
Stock-based compensation expense 2.8 — 2.8 — — —
Net transfer from/(to) Timken and affiliates 8.t — 8.5 — — —

Balance as of December 31, 2013 $800.¢ $— $801.2 $— $— ($0.4)
Net income 104.¢ — 62.3 42.1 — —
Pension and postretirement adjustment, net of tax (58.€) — — — (58.6)
Foreign currency translation adjustments (1.2 — — — — 1.2
Stock-based compensation expense 6.C 4.C 2.C — — —
Dividends — $0.28 per share (12.9) — — (12.7) — —
Net transfer (to)/from Timken and affiliates (62.0 9.2 165.¢ — — (237.)
Reclassification of net parent investment to

additional paid-in capital — 1,031. (1,031.9) — — —
Stock option exercise activity 6.1 6.1 — — — —
Purchase of treasury shares (30.6) — — — (30.6) —
Shares surrendered for taxes 4.7 — — — (4.2) —
Balance as of December 31, 2014 $748.: $1,050. $— $29.4 ($34.7) ($297.9)

See accompanying Notes to the Consolidated FinaBtztements.

39




Consolidated Statements of Cash Flows

Years Ended December 31,

2014 2013 2012
(Dollars in millions)
CASH PROVIDED (USED)
Operating Activities
Net income $104.. $89.t $155.:
Adjustments to reconcile net income to net cashigeal by operating activities:
Depreciation and amortization 58.C 50.C 46.2
Impairment charges 1.2 0.€ —
Loss on sale or disposal of assets 1.4 3.2 0.€
Deferred income taxes 1.4 16.C 7.1
Stock-based compensation expense 6.C 2.8 2.€
Pension and postretirement expense 14.¢ — —
Pension and postretirement contributions and patsnen (20.7) — —
Changes in operating assets and liabilities:
Accounts receivable, including due from relatedypar (7.7 (11.9) 102.:
Inventories, net (66.€) 29.2 44.¢
Accounts payable, including due to related party 16.2 (8.1 (50.2)
Other accrued liabilities 26.2 3.2 (11.9)
Prepaid expenses (27.€) 3 (0.7
Other, net (3.0 0.2 (0.9
Net Cash Provided by Operating Activities 93.¢ 175.1 296.¢
Investing Activities
Capital expenditures (129.6) (182.¢) (167.2)
Proceeds from disposals of property, plant andmqgeint — 0.2 0.2
Other — (2.0 (0.2
Net Cash Used by Investing Activities (129.¢ (183.¢) (167.0)
Financing Activities
Cash dividends paid to shareholders (12.7) — —
Purchase of treasury shares (34.7) — —
Proceeds from exercise of stock options 5.8 — —
Payment on long-term debt (30.2) — (8.5)
Proceeds from issuance of debt 185.2 — —
Dividend paid to Timken (50.0 — —
Net transfers from/(to) Timken and affiliates 3.8 8.t (121.))
Cash received from Timken for settlement of sejpamat 3.C — —
Net Cash Provided (Used) by Financing Activities 70.2 8.t (129.6)
Effect of exchange rate changes on cash — — —
Increase in Cash and Cash Equivalents 34.5 — —
Cash and cash equivalents at beginning of period — — —
Cash and Cash Equivalents at End of Period $34.5 $— $—

See accompanying Notes to the Consolidated FinaBtzgements.
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Notes to Consolidated Financial Statements
(dollarsin millions, except per share data)

Note 1 - Basis of Presentation

TimkenSteel Corporation (TimkenSteel) became arpeddent company as a result of the distributionJume 30, 2014 by T
Timken Company (Timken) of 100 percent of the arnding common shares of TimkenSteel to Timken $iwdders. Each Timke
shareholder of record as of the close of busines§ume 23, 2014 received one TimkenSteel commore gba every two Timken comm
shares held as of the Record Date.

On July 1, 2014, TimkenSteel common shares beggulareway trading on the New York Stock Exchange undertibker symbc
“TMST.”

TimkenSteel manufactures alloy steel, as well abaraand micralloy steel, with an annual melt capacity of apjmmately twc
million tons. TimkenStee$ portfolio includes special bar quality (SBQ) basamless mechanical tubing and precision steepooents. |
addition, TimkenSteel supplies machining and thémmatment services and manages raw material liegyprograms, which are used &
feeder system for TimkenSteel’s operations.

Prior to the spinoff on June 30, 2014, TimkenStgmérated as a reportable segment of Timken. Thengzanying Consolidat:
Financial Statements for periods prior to the s&p@m have been prepared from Timkehistorical accounting records and are presentes
stand-alone basis as if the operations had beeatucted independently from Timken. Accordingly, Tiemkand its subsidiarieget investmel
in these operations is shown as net parent investmdieu of stockholdes equity in the Consolidated Financial StateméeFig. Consolidate
Financial Statements for periods prior to the s&fam include the historical results of operatiomssets and liabilities of the legal entities
are considered to comprise TimkenSteel. The habresults of operations, financial position, aagh flows of TimkenSteel presented in
Consolidated Financial Statements for periods pothe separation may not be indicative of whatytkvould have been had TimkenS
actually been a separate stand-alone entity dstieh periods, nor are they necessarily indicativEimkenSteels future results of operatio
financial position and cash flows.

Note 2 - Significant Accounting Policies
Basis of Combination

The Consolidated Financial Statements include thrabined assets, liabilities, revenues and experedeted to TimkenSteel as
December 31, 2014 and 2013 and for the years ebeéegmber 31, 2014 , 2013 and 2012l significant intercompany accounts ¢
transactions within TimkenSteel have been elimishatethe preparation of the Consolidated FinanStatements. All significant intercompe
transactions with Timken prior to the spinoff aeethed to have been paid in the period the costngasred.

Revenue Recognitior

TimkenSteel recognizes revenue when title passteetoustomer, which includes related party sal€Brnken and its subsidiaries
the periods prior to spinoff. This occurs at thgping point except for goods sold by certain fgreentities and certain exported goods, w
titte passes when the goods reach their destingfielting prices are fixed based on purchase omiecentractual arrangements. Shipping
handling costs hilled to customers are includedhéh sales and the related costs are included ihafogroducts sold in the Consolida
Statements of Income.

Cash Equivalents:

TimkenSteel considers all highly liquid investmewith a maturity of three months or less when pasgu to be cash equivalents.
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Allowance for Doubtful Accounts

TimkenSteel maintains an allowance for doubtfuloacts, which represents an estimate of the losspscted from the accoul
receivable portfolio, to reduce accounts receivabltheir net realizable value. The allowance isdoupon historical trends in collections
write-offs, management’s judgment of the probapitit collecting accounts and managememrt/aluation of business risk. TimkenSteel ext
credit to customers satisfying pdefined credit criteria. TimkenSteel believes i$ fianited concentration of credit risk due to theedsity of its
customer base.

Inventories, Net:

Inventories are valued at the lower of cost or rearkhe majority of TimkenSteel's domestic inveigerare valued by the last;
first-out (LIFO) method. The remaining inventories, imthg manufacturing supplies inventory as well agrimational (outside the Unit
States) inventories are valued by the first-irstfout (FIFO), average cost or specific identifisatmethods.

Property, Plant and Equipment, Ne

Property, plant and equipment, net are valued sttless accumulated depreciation. Maintenance epairs are charged to expens
incurred. The provision for depreciation is complupeincipally by the straighine method based upon the estimated useful lifeésebasset
The useful lives are approximately 30 years fotdings and three to 20 years for machinery andpgent.

Intangible Assets, Nei

Intangible assets subject to amortization are ameaiton a straighline method over their legal or estimated usefugdi with useft
lives ranging from three to 20 years . Indefidited intangible assets not subject to amortizatios tested for impairment at least annu
TimkenSteel performs its annual impairment testfadctober 1 after the annual forecasting proces®mpleted. Furthermore, indefiniteed
intangible assets are reviewed for impairment whenevents or changes in circumstances indicate thea carrying value may not
recoverable in accordance with accounting rulestedito goodwill and other intangible assets.

In accordance with Financial Accounting Standardarl (FASB) Accounting Standards Codification (AS©pic 350-40, “Internal-

Use Software”, (ASC 35@0), TimkenSteel capitalizes certain costs incufii@dcomputer software developed or obtained fderimal use
TimkenSteel capitalizes substantially all exteroasts and qualifying internal costs related to plhechase and implementation of softw
projects used for business operations. Capitakodtivare costs primarily include purchased softward external consulting fees. Capitali
software projects are amortized over the estimassdul lives of the software. Historically, Timkee8l inappropriately reported capitali
software as a component of property, plant and pegent. Capitalized software amounting to $17.8 iamllat December 31, 2013 w
reclassified from property, plant and equipment,toentangibles assets, net to conform to ASC 88@&nd the current year presentation.
immaterial classification misstatement had no inhpactotal assets as of December 31, 2013.

Long-lived Asset Impairment:

Longived assets (including tangible assets and intdegissets subject to amortization) are reviewednfipairment when events
changes in circumstances have occurred indicatiagthe carrying value of the assets may not beverable.

TimkenSteel tests recoverability of lofiged assets at the lowest level for which theidentifiable cash flows that are indepen
from the cash flows of other assets. TimkenSteakves product lines, plants, and subsidiaries, a as individual assets for impairme
Assets and asset groups held and used are me#ésuredoverability by comparing the carrying amoahfthe asset or asset group to the su
future undiscounted net cash flows expected todpeigated by the asset or asset group.

Assumptions and estimates about future values anmhining useful lives of TimkenSteel's lofiged assets are complex ¢
subjective. They can be affected by a variety ofdes, including external factors such as induatrgt economic trends and internal factors
as changes in TimkenSteel's business strategyraechal forecasts.

If an asset or asset group is considered to beiigthathe impairment loss that would be recognimethe amount by which t
carrying amount of the assets exceeds the faievaluhe assets. To determine fair value, TimkeglSt®uld use internal cash flow estim:
discounted at an appropriate interest rate, thartlypappraisals, as appropriate, and/or markeepri¢ similar assets, when available.
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TimkenSteel recorded a $0.3 million writéf- of certain capitalized costs related to a ditwed real estate transaction in 201«
2013, TimkenSteel recorded a write-down of $0.6iomlrelated to the discontinued use of certain mrary and equipment. There ware
impairments recognized for the year ended Dece®ibe?012.

Product Warranties:

TimkenSteel accrues liabilities for warranties ltasgon specific claim incidents in accordance vatitounting rules relating
contingent liabilities. Should TimkenSteel becomeee of a specific potential warranty claim for aHiliability is probable and reasona
estimable, a specific charge is recorded and adeduior accordingly. TimkenSteel has no significamtrranty claims for the years en
December 31, 2014 , 2013 and 2012 .

Income Taxes:

For the periods ending prior to and on June 30420tome taxes, as presented herein, attributeriuand deferred income taxe:
Timken to the TimkenSteel stamdbne financial statements in a manner that isegyatic, rational and consistent with the assetldlity
method prescribed by the FASB ASC Topic 740, “Actmg for Income Taxes”ASC 740). Accordingly, the TimkenSteel income
provision was prepared following the “separate netmethod.” The separate return method applies A8Lto the standione financie
statements of each member of the consolidated greupthe group member were a separate taxpayka atancklone enterprise. As a res
actual tax transactions included in the financiatesnents of Timken may not be included in the ©bdated Financial Statements
TimkenSteel. Similarly, the tax treatment of cartitems reflected in the Consolidated Financialteteents of TimkenSteel may not
reflected in the financial statements and tax retwf Timken; therefore, such items as alternatin@imum tax, net operating losses, cr
carryforwards, and valuation allowances may existhie stand-alone financial statements that magnay not exist in Timkers financia
statements.

Deferred tax assets and liabilities are recordedHe future tax consequences attributable to wiffees between financial staten
carrying amounts of existing assets and liabilitesl their respective tax bases, as well as natatipg loss and tax credit carryforwal
TimkenSteel recognizes valuation allowances agaiefdrred tax assets by tax jurisdiction when inigre likely than not that such assets
not be realized. Accruals for uncertain tax poatiare provided for in accordance with ASC 740.KenSteel recognizes interest and pen:
related to uncertain tax positions as a componkincome tax expense.

In general, the taxable income (loss) of varioeelsentities was included in Timkentonsolidated tax returns, where applicabl
jurisdictions around the world. As such, separat®ine tax returns were not prepared for any estidfeTimkenSteel. Consequently, incc
taxes currently payable are deemed to have beeittednio Timken, in cash, in the period the lialilarose and income taxes curre
receivable are deemed to have been received frankeh in the period that a refund could have be@ogmized by TimkenSteel h
TimkenSteel been a separate taxpayer. Accrued fdderal, state and certain foreign current income lalances, including penalties
interest, are treated as being settled without geyras of the end of each year. Therefore, théegaiht of the current income tax liabi
without payment is treated as a Parent contribuiod is included in net transfer (to)/from Timkendaaffiliates in the accompanyi
Consolidated Statements of Changes in Equity.

Following the spinoff on June 30, 2014, TimkenStedounts for income taxes under the asset anititiiabhethod, which requires tl
recognition of deferred tax assets and liabilifiesthe expected future tax consequences of ewtatshave been included in the finan
statements. Under this method, deferred tax aasetdiabilities are determined on the basis ofdifierences between the financial stater
and tax bases of assets and liabilities using eddek rates in effect for the year in which thiéedénces are expected to reverse. The effec
change in tax rates on deferred tax assets anilitiezbis recognized in income in the period tiatludes the enactment date. Timkens
recognizes deferred tax assets to the extent tinatehSteel believes these assets are more likaly tot to be realized. In making suc
determination, TimkenSteel considers all availgbbsitive and negative evidence, including futureersals of existing taxable tempor
differences, projected future taxable income, glaaning strategies, and results of recent opersitih TimkenSteel determines that it woulc
able to realize deferred tax assets in the futuextess of their net recorded amount, TimkenSteald make an adjustment to the deferret
asset valuation allowance, which would reduce tlowipion for income taxes. TimkenSteel records uiage tax positions in accordance v
ASC 740 on the basis of a tvetep process whereby (1) TimkenSteel determinesh&hé is more likely than not that the tax pasit will be
sustained on the basis of the technical meritshefgosition and (2) for those tax positions thaettée more-likely-thamot recognitio
threshold, TimkenSteel recognizes the largest amolutax benefit that is more than 50 percent jikiel be realized upon ultimate settlen
with the related tax authority.

TimkenSteel recognizes interest and penalties e@ldb unrecognized tax benefits within the incorag expense line in tl
accompanying Consolidated Statements of Incomerukckinterest and penalties are included within iblated tax liability line in tF
Consolidated Balance Sheets.
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Foreign Currency Translation:

Assets and liabilities of subsidiaries are tramslat the rate of exchange in effect on the balaheet date; income and expense
translated at the average rates of exchange preyailring the year. The related translation adpestts are reflected as a separate comp
of accumulated other comprehensive loss. Gainslasgks resulting from foreign currency transactians included in the Consolida
Statements of Income. TimkenSteel realized foreigmency exchange losses of $1.1 million in 20$8.1 million in 2013 and $0.4 millioim
2012.

Net Parent Investment

Prior to the spinoff, Timken's net investment imikenSteel was presented as net parent investméatiiof stockholdes equity. Th
Consolidated Statements of Changes in Equity irdudet cash transfers and other property trangfetseen Timken and TimkenSte
Timken performed cash management and other treaslaed functions on a centralized basis for ryealtlof its legal entities, which includ
TimkenSteel. The net parent investment accounuded assets and liabilities incurred by Timken ehdif of TimkenSteel such as accr
liabilities related to corporate allocations indhugl administrative expenses for legal, accountingasury, information technology, hun
resources and other services. Other assets arilitiBabrecorded by Timken, whose related incomd ampense had been pushed dow
TimkenSteel, were also included in net parent itest.

All intercompany transactions effected through perent investment in the accompanying Consolid®athnce Sheets we
considered cash receipts and payments and aretegfli financing activities in the accompanyingh€alidated Statements of Cash Flows.

The following table is a reconciliation of the amtal presented in the Consolidated Statements of@alsain Equity as net trans
(to)/from Timken and affiliates and the amountsspreged as net transfers from/(to) Timken and aféé on the Consolidated Statemen
Cash Flows.

Year Ended
December 31, 2014
Net transfer (to)/from Timken and affiliates - Etyui ($62.0)
Dividend paid to Timken 50.C
Net transfer of (assets) and liabilities from Timke 25.C
Settlement of (assets) and liabilities with Timken (9.2)
Net transfers from/(to) Timken and affiliates - Ca$ Flow $3.¢

Pension and Other Postretirement Benefi

TimkenSteel recognizes an overfunded status orréunted status (i.e., the difference between tlrevidue of plan assets and
benefit obligations) as either an asset or a lighibr its defined benefit pension and postretiegrinbenefit plans on the Consolidated Bal:
Sheets, with a corresponding adjustment to accuedil@ther comprehensive loss, net of tax. The &udist to accumulated ott
comprehensive loss represents the current yeammetognized actuarial gains and losses and unne=mhprior service costs. These amo
will be recognized in future periods as net peidainefit cost.

Prior to the spinoff, certain of TimkenSteeEmployees participated in defined benefit penaiwh other postretirement benefit pl
sponsored by Timken and accounted for by Timkesrcoordance with accounting guidance for definedebiepension and other postretirern
benefit plans. Expense allocations for these benefire determined based on a review of personnelibiness unit and based on allocatior
corporate and other shared functional personnel.

Stock-Based Compensation:

TimkenSteel recognizes stock-based compensatioansgpbased on the grant date fair value of thek-4tased awards over th
required vesting period on a straidine basis, whether the award was granted with egtaat cliff vesting. Stock options are issued watl
exercise price equal to the opening market pric@iofkenSteel common shares on the date of grarg. falr value of stock options
determined using a Blacgeholes option pricing model, which incorporatesuasptions regarding the expected volatility, thpested optio
life, the risk-free interest rate and the expedateddend yield. The fair value of stodkased awards that will settle in TimkenSteel com
shares, other than stock options, is based ongbeing market price of TimkenSteel common sharethergrant date. The fair values of stock
based awards that will settle in cash are remedsatreach reporting period until settlement ofaherds.
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Derivative Instruments;

TimkenSteel recognizes all derivatives on the Chaated Balance Sheets at fair value. Derivatived are not designated as het
must be adjusted to fair value through earningswbnd contracts on various foreign currencies mayebtered into in order to manage
foreign currency exchange rate risk on forecaseagnue denominated in foreign currencies. Othawdod exchange contracts on vari
foreign currencies may be entered into in ordemtemage the foreign currency exchange rate riskcéded with certain of TimkenSteel’
commitments denominated in foreign currencies.

As of December 31, 2014 and 2013 , TimkenSteelfbezign currency forward contracts with a fair valaf less thar$0.1 millior
based on level 2 inputs.

Research and Developmer

Expenditures for TimkenSteel research and developammounted to $8.5 million , $9.4 million and $ iillion for the years end:
December 31, 2014 , 2013 and 2Ql&spectively, and were recorded as a componeselbhg, general and administrative expenses &
Consolidated Statements of Income. These experditoray fluctuate from year to year depending ortiapgrojects and the needs
TimkenSteel and its customers.

Recent Accounting Pronouncement

In August 2014, the FASB issued ASU 2014-15, “Pné&son of Financial Statements-Going Concern (Spilst20540): Disclosur
of Uncertainties about an Entity’s Ability to Comtie as a Going Concern.” This ASU is intended tiindemanagemend’ responsibility t
evaluate whether there is substantial doubt aboubrganizatiors ability to continue as a going concern and tovige related footno
disclosures. The amendments in this ASU are effedtr reporting periods beginning after Decemlgr2016, with early adoption permitt
The adoption of ASU 2014-15 did not affect the hssof operations and financial condition of TimiStael.

In May 2014, the FASB issued ASU 2014-09, “Revefroen Contracts with Customers (Topic 606yhich provides guidance 1
revenue recognition. This ASU affects any entitgtthither enters into contracts with customersraadfer goods or services or enters
contracts for the transfer of nonfinancial ass@tsis ASU will supersede the revenue recognitionum@ments in Topic 605,Revenu
Recognition,” and most industry-specific guidanthis ASU also supersedes some cost guidance irttlid&ubtopic 605-35,Revenu
Recognition-Construction-Type and Production-TymaiEacts.” The standarsicore principle is that a company will recognigeenue when
transfers promised goods or services to customeas iamount that reflects the consideration to i@ company expects to be entitle
exchange for those goods or services. In doingc@mpanies will need to use more judgment and matee rastimates than under today’
guidance. These may include identifying performasickgations in the contract, estimating the amaefntariable consideration to include
the transaction price and allocating the transaqtiice to each separate performance obligation.Standard will be effective for TimkenSit
in the first quarter of fiscal year 2017. Early ption is not permitted. TimkenSteel is currenthakmting the impact of the adoption of -
accounting standard update on its results of ojpeitind financial condition.

Use of Estimates:

The preparation of these Consolidated Financide8tants in conformity with U.S. GAAP requires magagnt to make estimates i
assumptions that affect the amounts reported in Gbesolidated Financial Statements and accompangotgs. These estimates
assumptions are reviewed and updated regularlgflect recent experience.
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Note 3 - Inventories
The components of inventories, net as of Decembg?2@14 and 2013 were as follows:

December 31,

2014 2013

Inventories, net:
Manufacturing supplies $38.t $32.¢
Raw materials 56.¢ 42.¢
Work in process 110.: 81.¢
Finished products 91.1 71.€

Subtotal 296.7 228.¢
Allowance for surplus and obsolete inventory (2.9 (1.9

Total Inventories, net $293.¢ $227.(

Inventories are valued at the lower of cost or regrkvith approximately 65%alued by the LIFO method and the remai
inventories, including manufacturing supplies intoen as well as international (outside the Unite¢dt&s) inventories are valued by the FI
average cost or specific identification methods.

If all inventories had been valued on the FIFO rodthinventories would have been $86.7 million am®.8 million greater ¢
December 31, 2014 and 2013 , respectively. Timke=iStcognized an increase in its LIFO reserve %7 $nillion during 2014n cost o
products sold compared to an increase of $1.5amilliuring 2013 . The increase in the LIFO reseeamgnized during 201vas due to high:
costs, particularly scrap steel costs.

Note 4 - Property, Plant and Equipment
The components of property, plant and equipmentasef December 31, 2014 and 2013 were as follows:

December 31,

2014 2013
Property, Plant and Equipment, net:
Land and buildings $292.¢ $250.:
Machinery and equipment 1,183.( 1,125.;
Construction-in-progress 288.< 213.C
Subtotal 1,763. 1,588.¢
Less allowances for depreciation (991.9) (924.0
Property, Plant and Equipment, net $771.¢ $664.¢

Total depreciation expense was $50.8 million , $4million and $43.0 million for the years ended Bexber 31, 2014 , 2018nc
2012, respectively. In conjunction with the spinoff,operty, plant and equipment, including its relasbwance for depreciation, w
transferred from Timken to TimkenSteel in the setqoarter of 2014.

Prior to the spinoff, TimkenSteel capitalized ietgr allocated from Timken related to constructioojgrts was $5.7 million $10.¢
million , and $4.5 million for the years ended Dexteer 31, 2014 , 2013 and 2012espectively. TimkenSteel recorded additionalitedipec
interest of $1.2 million related to its borrowinggsequent to the separation from Timken on Jun2@t.
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Note 5 - Intangible Assets

The components of intangible assets, net as oflbleee31, 2014 and 2013 were as follows:

December 31, 2014 December 31, 2013
Gross Carrying Accumulated Net Carrying Gross Carrying Accumulated Net Carrying
Amount Amortization Amount Amount Amortization Amount
Intangible Assets Subject to Amortization:

Customer relationships $6.¢ $2.4 $4.4 $6.¢ $2.C $4.¢
Technology use 9.C 4.1 4.9 9.C 3.5 5.k
Capitalized software 50.¢€ 29.€ 21.C 41.2 23.4 17.¢
66.4 36.1 30.: 57.C 28.C 28.1

Intangible Assets not Subject to Amortization:
Tradename — — — 0.¢ — 0.¢
— — — 0.¢ — 0.¢
Total Intangible Assets $66.< $36.1 $30.3 $57.¢ $28.¢ $29.(

Intangible assets subject to amortization are arealton a straighline method over their legal or estimated usefugdi with useft
lives ranging from five to 20 years . Amortizatierpense for intangible assets for the years en@eeémber 31, 2014 , 2013 and 2012 $as
million , $2.9 million and $3.2 million , respectily.

In the fourth quarter of 2014TimkenSteel made a final determination to distw# the use of a tradename acquired in 2008,theg
in an impairment charge of $0.9 milligrattributable to the Energy & Distribution segmetot reduce the asset to its estimated fair vah
zero .

Note 6 - Financing Arrangements
The components of long-term debt as of Decembe2@14 and 2013 were as follows:

December 31,

2014 2013

Variable-rate State of Ohio Water Development ReeeRefunding Bonds, maturing on November !
2025 (0.04% as of December 31, 2014) $12.2 $12.2
Variable-rate State of Ohio Air Quality Developm&svenue Refunding Bonds, maturing on
November 1, 2025 (0.04% as of December 31, 2014) 9.t 9.t
Variable-rate State of Ohio Pollution Control ReverRefunding Bonds, maturing on June 1, 2033
(0.04% as of December 31, 2014) 8.t 8.t
Revolving credit facility, due 2019 (LIBOR plus digjable spread) 155.( —

Total Long-Term Debt $185.: $30.2

Credit Facility

On June 30, 2014, TimkenSteel entered into a cfadility with JPMorgan Chase Bank, N.A., as admiirgtive agent, PNC Bar
National Association, as Syndication Agent, BankAaferica, N.A. and HSBC Bank USA, National Assoatas C-Documentation Agen
and the other lenders and arrangers party theramcredit facility has a term of five years throutune 30, 2018nd provides for a committ
revolving credit line of up to $300.0 millionThe credit facility includes an expansion opt@lfowing TimkenSteel to request additic
commitments of up to $150.0 milligrin term loans or revolving credit commitmentshjeat to certain conditions and approvals as gt fio
the credit agreement. The credit agreement proddi=0.0 million sublimit for multicurrency loares $50.0 millionsublimit for letters of crec
and a $30.0 million sublimit for swing line loans.

The credit facility may be used for working capitald asset renewal and acquisition and is secuyed first priority lien ol
substantially all of the assets of TimkenSteel imdubsidiaries.
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TimkenSteel is required to maintain a certain @dizigtion ratio and interest coverage ratio as wslminimum liquidity balances
set forth in the credit agreement. As of Decemier2B14, TimkenSteel was in compliance with these ratios lgquidity requirements, as w
as the additional covenants contained in the cegiitement. The credit agreement also provideketiters with the ability to reduce the cn
line amount, even if TimkenSteel is in compliandéhvall conditions of the credit agreement, upomaterial adverse change to the busit
properties, assets, financial condition or resofitsperations of TimkenSteel. Subject to certaimted exceptions, the credit agreement con
a number of restrictions that limit TimkenSteedibility to incur additional indebtedness, pleitgeassets as security, guarantee obligatio
third parties, make investments, undergo a merg@&onsolidation, dispose of assets, or materidiignge its line of business, among ¢
things. In addition, the credit agreement includesossdefault provision whereby an event of default unoléyer debt obligations, as defir
in the credit agreement, will be considered an ewédefault under the credit agreement.

Borrowings under the credit facility bear interéstsed on the daily balance outstanding at LIBORh(wio rate floor), plus ¢
applicable margin (varying from 1.25% to 2.25%r)in certain cases, an alternate base ratedlmseertain lending institution®rime Rat
or as otherwise specified in the credit agreemeith no rate floor), plus an applicable margin fiag from 0.25% to 1.25%. The cred
facility also carries a commitment fee equal touhesed borrowings multiplied by an applicable ma(garying from 0.20% to 0.4096 The
applicable margins are calculated quarterly angt sased on TimkenStesltonsolidated capitalization ratio as set fortthm credit agreeme
TimkenSteel borrowed $155.0 million under the drddtility to fund capital expenditures, to pay 80% million dividend to Timken i
connection with the spinoff, to repurchase shates @st of $30.6 million , to purchase shares hétt for taxes $4.1 million to fund cas
dividends of $12.7 million paid to shareholders amdund TimkenStee$ operations. The interest rate under the revoleneglit facility wa:
1.75% as of December 31, 2014 . The amount dlailander the credit facility as of December 31142 was $144.5 million .

Revenue Refunding Bond

On June 1, 2014, Timken purchased in lieu of redempghe State of Ohio Water Development Revenuiiiéng Bonds (Watt
Bonds), State of Ohio Air Quality Development ReverRefunding Bonds (Air Quality Bonds) and StateDtiio Pollution Control Reven
Refunding Bonds (Pollution Control Bonds) (colleety, the Bonds). Pursuant to an Assignment andigsion Agreement dated June
2014 (the Assignment) between Timken and TimkernStémken assigned all of its right, title and irgst in and to the loan agreements
the notes associated with the Bonds to, and thelgations were assumed by, TimkenSteel. Additignakplacement letters of credit w
issued for the Water Bonds and the Pollution CdérBonds. The Bonds were remarketed on June 24, 20l Remarketing Date)
connection with the conversion of the interest ratele for the Bonds to the weekly rate and thevdsliof the replacement letters of credit
applicable. TimkenSteel is responsible for paynodrthe interest and principal associated with tliads subsequent to the Remarketing [
As a result of the purchase and remarketing oBitreds, TimkenSteel recorded a loss on debt extamgpoent of $0.7 milliorduring the secor
quarter of 2014 related to the writé-of original deferred financing costs, whichréflected as interest expense in the ConsolidataigiSent
of Income.

All of TimkenSteel's long-term debt is varialidate debt and, as a result, the carrying valuaisfdebt is a reasonable estimate of
value as interest rates on these borrowings appaiei current market rates, which is considered welL@ input. For the year enc
December 31, 2014 , interest paid, net of amouspitalized, was $0.2 million Prior to the spinoff, interest payments relaed imkenStee
were made by Timken.

In addition, as part of a settlement with the IR52012 TimkenSteel redeemed half of the balandstanding on the variable
State of Ohio Pollution Control Revenue Refundirapés, maturing on June 1, 2033, totaling $8.5 arilliand agreed to redeem the remai
balance of $8.5 million on December 31, 2022. Ad phthe settlement, the IRS agreed to allow tHemeds to remain tagxempt during tk
period they are outstanding.

Leases

TimkenSteel leases a variety of real property amuipnent. Rent expense under operating leases daattm $9.2 million $8.4
million and $8.2 million in 2014, 2013 and 2012spectively. As of December 31, 2014uture minimum lease payments for noncance
operating leases totaled $20.2 million and are lpleyas follows: 2015 - $8.3 million ; 2016 - $5.9lion ; 2017 - $3.3 million ; 2018 $1.¢
million and 2019 - $0.9 million . TimkenSteel has significant lease commitments after 2019.
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Note 7 - Accumulated Other Comprehensive Loss

Changes in accumulated other comprehensive loghdorears ended December 31, 2014 and 2013 byarwenpare as follows:

Pension and
Foreign Currency Postretirement
Translation Liability
Adjustments Adjustments Total
Balance at December 31, 2012 ($0.6) $— ($0.€)
Other comprehensive income before reclassificatibefore tax 0.2 — 0.2
Income tax benefit = = —
Net current period other comprehensive incomephtax 0.z — 0.2
Balance at December 31, 2013 ($0.9) $— (%$0.4)
Net transfer from Timken (3.2 (233.9 (237.))
Other comprehensive loss before reclassificatibefgre tax (1.2 (209.9) (110.5
Amounts reclassified from accumulated other comgmslve loss, before income tay — 19.2 19.2
Income tax benefit — 31.t 31.t
Net current period other comprehensive loss, neof (1.2 (58.6) (59.9)
Balance at December 31, 2014 ($4.9) ($292.5) ($297.9)

The reclassification of the pension and postretinenfiability adjustment was included in costs odgucts sold and selling, general
and administrative expenses in the Consolidatetei®tnts of Income. These components are includetiedncomputation of pension
postretirement net periodic benefit cost. Refdltde 8 — “ Retirement and Postretirement BenefinBl” for further details.

Note 8 - Retirement and Postretirement Benefit Plas
Defined Benefit Pension

Prior to the spinoff, eligible TimkenSteel emploge@cluding certain employees in foreign countrigarticipated in the followir
Timken-sponsored plans: The Timken Company PenBlan; The Timken-Latrobe-MPBerrington Retirement Plan; and the Timken
Pension Scheme. During 2014, the assets and fiebibf these pension plans related to TimkenSteqdloyees and retirees were transferr
pension plans sponsored by TimkenSteel as follovimkenSteel Corporation Retirement Plan; TimkenlStearporation Bargaining Ur
Pension Plan and the TimkenSteel UK Pension Schétae. assets of $1,193.6 million , benefit planigdilons of $1,134.8 millioranc
accumulated other comprehensive losses of $361l®m{ $228.9 million, net of tax) were recorded by TimkenSteel relatethese plan
The amounts recorded related to the transfer tk@n8teel plans were remeasured as of the dataraffér, which included updated valua
assumptions, as appropriate.

Pension benefits earned are generally based os péaervice and compensation during active empétmTimkenStee$ funding
policy is consistent with the funding requiremeatsapplicable laws and regulations. Asset allocetiare established in a manner consi
with projected plan liabilities, benefit paymentsdaexpected rates of return for the various adssses. The expected rate of return fol
investment portfolio is based on expected ratestoin for various asset classes, as well as iisiasset class and fund performance.

Postretirement Benefit

Prior to the spinoff, eligible retirees of Timker8t and their dependents were provided healtharzaldife insurance benefits from
following Timkensponsored plans: The Timken Company Bargaining Whelfare Benefit Plan for Retirees and The Timkeompan
Welfare Plan for Retirees. During 2014, the asaats liabilities of these postretirement plans edato TimkenSteel employees and reti
were transferred to postretirement plans sponsoyetimkenSteel as follows: TimkenSteel Corporatigargaining Unit Welfare Benefit PI
for Retirees and TimkenSteel Corporation Welfaredi¢ Plan for Retirees. Plan assets of $130.1ionil] benefit plan obligations &232.:
million and accumulated other comprehensive log$ek8.2 million ( $5.0 million, net of tax) were recorded by TimkenSteel reldatethes
plans. The amounts recorded related to the tramnsféimkenSteel plans were remeasured as of the afatransfer, which included upda
valuation assumptions, as appropriate.
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The following tables set forth the change in benefiligation, change in plan assets, funded stafitsamounts recognized on

Consolidated Balance Sheets for the defined beperfision plans for 2014:

Change in benefit obligation: Pension Postretirement
Benefit obligation as of December 31, 2013 $— $—
Service cost 10.z 1.1
Interest cost 33.c 6.5
Actuarial (gains) losses 131.2 16.4
Employee contributions — —
Benefits paid (44.2) (12.9
Liabilities assumed from separation 1,134.¢ 232.2
Foreign currency translation adjustment (7.8 —
Benefit obligation as of December 31, 2014 $1,257.! $243.:
Change in plan assets: Pension Postretirement
Fair value of plan assets as of December 31, 2013 $— $—
Actual return on plan assets 87.t 5.C
Employee contributions — —
Company contributions / payments 0.2 20.¢
Benefits paid (44.2) (22.9
Assets received from separation 1,193.¢ 130.]
Foreign currency translation adjustment (7.9 —
Fair value of plan assets as of December 31, 2014 1,229.: 142.¢
Funded status as of December 31, 2014 ($28.79) ($100.7)
Accumulated Benefit Obligation $1,218.° $243.:

Amounts recognized on the balance sheet at Dece®ib@014 , for TimkenSteel’'s pension and posggtent benefit plans include:

Pension Postretirement
Non-current assets $8.C $—
Current liabilities (0.9 (17.9
Non-current liabilities (35.9) (83.9)
($28.7) ($100.7

Included in accumulated other comprehensive lo&eaember 31, 2014 , were the following beforeamounts that had not been

recognized in net periodic benefit cost:

Pension Postretirement
Unrecognized net actuarial loss $433.¢ $20.(
Unrecognized prior service cost 2.7 3.4
$436.¢ $23.¢
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The change in plan assets and benefit obligatiefisré tax recognized in accumulated other compraterioss for the year enc
December 31, 2014 was as follows:

Pension Postretirement
Net actuarial loss $94.7 $15.¢
Recognized net actuarial loss (18.7) —
Recognized prior service cost (0.5 (0.6)
Net transfer from Timken 361.¢ 8.2
Foreign currency translation adjustment (1.9 —
$436.t $23.¢

Amounts expected to be amortized from accumulatieeraomprehensive loss and included in total Bebgic benefit cost during tl
year ended December 31, 2015, are as foll

Pension Postretirement
Net actuarial loss $32.¢ $0.1
Prior service cost 0.€ 1.1
$33.¢ $1.2

The weighted-average assumptions used in deterghb@nefit obligation as of December 31, 2014 weréolows:

Assumptions: Pension Postretirement
Discount rate 4.21% 4.05%
Future compensation assumption 3.0% n/a

The weighted-average assumptions used in detergnrénefit cost for the year ended December 31, 25ré as follows:

Assumptions: Pension Postretirement
Discount rate 4.65% 4.3%
Future compensation assumption 3.11% n/a
Expected long-term return on plan assets 7.25% 5.0(%

The discount rate assumption is based on currésg od high-quality long-term corporate bonds ahersame period that benefit
payments will be required to be made. The expegtsof return on plan assets assumption is basatieoweightediverage expected reti
on the various asset classes in the plpogtfolio. The asset class return is developedgubkistorical asset return performance as well aseal
market conditions such as inflation, interest rated equity market performance. At December 3142@1lnew mortality table was used
purposes of determining TimkenSteel's mortalityuagstion that contributed to an increase in projgdienefit obligations of approximate
$75 million .

For measurement purposes, TimkenSteel assumedghtegaverage annual rate of increase in the per capga (bealth care cc
trend rate) of 7.00% for 2015, declining gradpédl 5.00% in 2023 and thereafter for medical prescription drug benefits, and 9.0066
2015, declining gradually to 5.00% in 208fd thereafter for HMO benefits. A one percentagiatgncrease in the assumed health care
trend rate would have increased the 2014 postme¢iné benefit obligation by $3.5 millioand increased the total service and interesi
components by $0.1 million . A one percentage pdetrease would have decreased the 2014 postretitdranefit obligation b$3.1 millior
and decreased the total service and interest oagp@nents by $0.1 million .
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The components of net periodic benefit cost forytbars ended December 31, 2014 , 2013 and 2012asdofiows:

Pension Postretirement
Years Ended December 31, Years Ended December 31,
Components of net periodic benefit cost: 2014 2013 2012 2014 2013 2012
Service cost $10.2 $— $— $1.1 $— $—
Interest cost 33. — — 6.5 — —
Expected return on plan assets (51.0 — — (4.4 — —
Amortization of prior service cost 0.t — — 0.€ — —
Amortization of net actuarial loss 18.1 — — — — —
Allocated benefit cost from Timken 5.2 23.¢ 19.C 2.2 6.4 9.C
Net Periodic Benefit Cost $16.: $23.¢ $19.( $6.C $6.4 $9.(

As disclosed above, prior to the spinoff, employeésTimkenSteel participated in various retiremant postretirement bene
sponsored by The Timken Company. Because Timkeviged these benefits to eligible employees andeesi of TimkenSteel, the cost:
participating employees of TimkenSteel in thesenplavere reflected in the Consolidated FinanciateBtants, while the related assets
liabilities were retained by Timken. Expense altoaas for these benefits were determined basedreriaw of personnel by business unit
based on allocations of corporate and other sharextional personnel. All cost allocations relatedhe various retirement benefit plans t
been deemed paid by TimkenSteel to Timken in théogen which the cost was recorded in the Constéd Statements of Income ¢
component of cost of products sold and selling.egainrand administrative expenses. Allocated berefit from Timken were funded throt
intercompany transactions, which were reflectedhiwithe net parent investment on the Consolidatddrize Sheets.

TimkenSteel recognizes its overall responsibildyensure that the assets of its various defineeéfligpension plans are mana
effectively and prudently and in compliance with ftolicy guidelines and all applicable laws. Preaggon of capital is important; howev
TimkenSteel also recognizes that appropriate legkldsk are necessary to allow its investment rgansi to achieve satisfactory loteyr
results consistent with the objectives and thedialty character of the pension funds. Asset allonatare established in a manner consi
with projected plan liabilities, benefit paymentsdaexpected rates of return for various asset etasthe expected rate of return for
investment portfolios is based on expected ratagtoin for various asset classes, as well asrigatasset class and fund performance.
target allocations for plan assets are 32% eqeityrities, 54% debt securities and 14% in all otiypes of investments.

Fair value is defined as the price that would ired to sell an asset or paid to transfer alitghin an orderly transaction betwe
market participants at the measurement date (exit)p The FASB provides accounting rules thatsifgsthe inputs used to measure fair vi
into the following hierarchy:

Level 1 - Unadjusted quoted prices in active markets fortidahassets or liabilitie

Level 2 - Unadjusted quoted prices in active markets for laimassets or liabilities, or unadjusted quotedqwifor identical ¢
similar assets or liabilities in markets that ao¢ active, or inputs other than quoted prices #énatobservable for the as
or liability.

Level 3- Unobservable inputs for the asset or liabi
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The following table presents the fair value hiehgréor those investments of TimkenStegbension assets measured at fair value
recurring basis as of December 31, 2014 :

Total Level 1 Level 2 Level 3
Assets:
Cash and cash equivalents $51.¢ $0.£ $51.¢ $—
Government and agency securities 298.¢ 283. 15.2 —
Corporate bonds - investment grade 133.¢ — 133.¢ —
Equity securities - U.S. companies 80.4 80.4 — —
Equity securities - international companies 70.1 70.1 — —
Common collective funds - domestic equities 52.€ — 52.€ —
Common collective funds - international equities 93.c — 93.c —
Common collective funds - fixed income 240.% — 240.: —
Common collective funds - other 20.€ — 20.€ —
Mutual funds - real estate 34.2 34.2 — —
Mutual funds - other 40.C — 40.C —
Real estate partnerships 56.3 — 56.3 —
Risk parity® 57.C — 57.C —
Total Assets $1,229.. $468.¢ $760. $—

@ nvestments in multi-asset risk parity strategydsiwith holdings in domestic and international dafd equity securities, commodities, real estatd, a
derivative investments.

The following table presents the fair value hiehgrdor those investments of TimkenSteepostretirement assets measured a
value on a recurring basis as of December 31, 2014

Total Level 1 Level 2 Level 3

Assets:

Cash and cash equivalents $2.2 $— $2.2 $—

Common collective funds - domestic equities 21.¢ — 21.¢ —

Common collective funds - international equities 11.C — 11.C —

Common collective funds - fixed income 93.4 — 93.4 —

Risk parity ® 14.1 — 14.1 —
Total Assets $142.¢ $— $142.¢ $—

@ nvestments in multi-asset risk parity strategydsiwith holdings in domestic and international damfd equity securities, commodities, real estate, a
derivative investments.

Future benefit payments are expected to be asafsilo

Postretirement
Medicare Part D

Benefit Payments: Pension Gross Subsidy Receipts
2015 $74.% $21.2 $0.¢
2016 75.€ 20.7 0.c
2017 75.7 20.C 1.C
2018 83.¢ 19.t 1.1
2019 76.€ 18.7% 1.2
2020-2024 383.7 81.C 6.€

Defined Contribution Plan

Prior to the spinoff, substantially all of Timkee8t's employees in the United States and employeegrtdirt foreign locatior
participated in defined contribution retirement @adlings plans sponsored by Timken. TimkenSteelrdet! expense
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primarily related to employer matching contribusaio these defined contribution plans of $4.7 anillin 2014, $3.8 million in 2013 ar&8.¢
million in 2012.

Note 9 - Earnings Per Share

On June 30, 2014, approximately 45.4 millibimkenSteel common shares were distributed to Timieareholders in conjuncti
with the spinoff. Basic earnings per share are adrtb based upon the weighted average number of conshares outstanding. Dilu
earnings per share are computed based upon théntegigverage number of common shares outstandirggtipé dilutive effect of comm:
share equivalents calculated using the treasumk stoethod. For comparative purposes, and to progideore meaningful calculation
weighted average shares, the weighted averagesshatstanding as of June 30, 2014 was assumeddotsanding as of the beginning of €
period presented prior to the spinoff in the caltioh of basic weighted average shares. In addifiamthe dilutive weighted average st
calculations, the dilutive securities outstandibhdume 30, 2014 were assumed to be also outstaati#arh of the periods presented prior ti
spinoff. For the years ended December 31, 20143 2@d 2012 , 0.1 million , 0.2 million and 0.2 limih of equitybased awards, respectivt
were excluded from the computation of diluted eagriper share because the effect of their inclusionld have been antiutive. Treasur
stock is excluded from the denominator in calcatboth basic and diluted earnings per share.

The following table sets forth the reconciliatiohtibe numerator and the denominator of basic eganper share and diluted earni
per share for the years ended December 31, 20043, &nd 2012 :

Years Ended December 31,

2014 2013 2012

Numerator:

Net income for basic and diluted earnings per share $104. $89.t $155..
Denominator:

Weighted average shares outstanding, basic 45,541,70 45,729,622 45,729,622
Dilutive effect of stock-based awards 502,43t 519,88: 519,88:
Weighted average shares outstanding, diluted 46,044,14 46,249,50 46,249,50
Basic earnings per share $2.2¢ $1.9¢ $3.3¢
Diluted earnings per share $2.27 $1.9¢ $3.3¢

Note 10 - Stock-Based Compensation

Description of the Plar

Prior to the spinoff, employees of TimkenSteel weligible to participate in The Timken Company Lehgrm Incentive Ple
(Timken LTIP Plan) and The Timken Company 2011 L-rgm Incentive Plan (Timken 2011 Plan) and weigilde to receive Timken stock-
based awards including stock options, restrictedresrawards and performanbased restricted share units. Effective June 304,
TimkenSteel employees and nemployee directors began participating in the TinSteel Corporation 2014 Equity and Incer
Compensation Plan (TimkenSteel 2014 Plan).

The TimkenSteel 2014 Plan authorizes the Compams&ommittee of the TimkenSteel Board of Directiargrant nonqualified o
incentive stock options, stock appreciation riglsteck awards (including restricted shares, rdstiichare unit awards, performance sh
performance units, deferred shares and commonghane cash awards to TimkenSteel employees anémgpioyee directors. No more tt
6.75 million TimkenSteel common shares may be delivered undeiitmkenSteel 2014 Plan. The TimkenSteel 2014 Btartains fungibl
share counting mechanics, which generally meansathards other than stock options and stock apgtienirights will be counted against
aggregate share limit as 2.d6mmon shares for every one common share thatuslbcissued or transferred under such awardss ean:
for example, that if all awards made under the Enikteel 2014 Plan consisted of restricted stockdsyanly approximatel2.7 million
common shares could be issued in settlement of awelnds with the 6.75 millionommon shares authorized by the TimkenSteel 2044
The TimkenSteel 2014 Plan authorized up to 3.0ieniltommon shares for use in granting “replacenagrards”to current holders of Timki
equity awards under Timken’s equity compensati@nglat the time of the spinoff. As of December 3114 , approximately4.1 million
shares of TimkenSteel common stock remained dlaifar grants under the TimkenSteel 2014 Plan.
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In connection with the spinoff, stock compensatamards granted under the Timken LTIP Plan and tinekdn 2011 Plan we
adjusted as follows:

» Vested and unvested stock options were adjustetthegothe grantee holds options to purchase botrkdmmand TimkenSte
common shares.

e The adjustment to the Timken and TimkenSteel styations, when combined, were intended to geneglbgerve the intrins
value of each original option grant and the rafithe exercise price to the fair market value ahik&én common shares on June
2014.

* Unvested restricted stock awards were replaced adibsted, substitute awards for restricted sharesnits, as applicable,
Timken and TimkenSteel common shares. The new aaafrdestricted stock were intended to generalBserve the intrins
value of the original award determined as of June2814.

» Vesting periods of awards were unaffected by thesashent and substitutic

Awards granted in connection with the adjustmerawérds originally issued under the Timken LTIPnPdad the Timken 2011 PI
are referred to as replacement awards under th&ehi8teel 2014 Plan and, as noted above, reducealiénum number of TimkenSte
common shares available for delivery under the BinSteel 2014 Plan. TimkenSteel records compensakpeanse for both TimkenSteel
Timken common shares for awards held by TimkenS&egloyees only.

The following table provides the significant asstimms used to calculate the grant date fair mavkéies of options granted usin
Black-Scholes option pricing method:

2014
Subsequent to 2014
Spinoff Prior to Spinoff 2013 2012
Weighted-average fair value per option $18.43 $23.17 $21.17 $20.16
Risk-free interest rate 1.78% 1.80% 1.09% 1.15%
Dividend yield 1.22% 1.75% 2.29% 1.94%
Expected stock volatility 47.00% 50.35% 50.66% 50.00%
Expected life - years 6 6 6 6

The expected life of stock option awards granteblaised on historical data and represents the pefitiche that options granted
expected to be held prior to exercise. In the atrsef adequate stock price history of TimkenSteetmon stock, expected volatility relatet
stock option awards granted subsequent to the $pabased on the historical volatility of a sekxt group of peer companiestock. Prior t
the spin, volatility was calculated using the hital volatility of Timken stock. Expected annuavidends per share are estimated using
most recent dividend payment per share as of thiet glate. The riskee rate for periods within the expected life lné option is based on 1
U.S. Treasury yield curve in effect at the timehaf grant.

The following summarizes TimkenSteel stock optiotivity from June 30, 2014 to December 31, 2014 :

Weighted Average Aggregate
Weighted Average  Remaining Contractual Intrinsic Value

Number of Shares Exercise Price Term (millions)
Outstanding as of June 30, 2014 1,859,311 $26.3:
Granted 10,62( $46.0¢
Exercised (330,03)) $18.1:
Canceled, forfeited or expired (18,847 $32.5¢

Outstanding as of December 31, 2014 1,521,05: $28.1¢ 6.43 $13.60

Options expected to vest 637,62: $33.2¢ 8.11 $2.50

Options exercisable 801,32 $23.5¢ 4.80 $10.80

Stock options presented in this table represenk@n8teel awards only, including those held by Tim&mployees.

The total intrinsic value of stock options exerdiskiring the period from June 30, 2014 to Decer8iie2014 was $9.7 millionCasl
proceeds from the exercise of stock options wer 8bllion . The tax benefit from stock option egises was $0.3 million .
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The following summarizes TimkenSteel stock-settiestricted share award activity from June 30, 2@1Becember 31, 2014 :

Weighted Average
Number of Shares Grant Date Fair Value

Outstanding as of June 30, 2014 342,08 $31.9:
Granted 34,37( $37.9¢
Vested (16,429 $44.3¢
Canceled or expired (67,767 $31.5¢

Outstanding as of December 31, 2014 292,25¢ $32.0¢

Restricted share awards presented in this tabtesept TimkenSteel awards only, including those bgl Timken employees.

The adjustment of the stock compensation awardsrget in conjunction with the distribution of Timk8teel common shares
Timken shareholders in the June 30, 2014 aftarket distribution. Outstanding restricted shamaras include restricted shares, restri
shares units, performanbased restricted shares and deferred shares thasettle in common shares. Outstanding restricthdres ar
restricted share units generally chfést after three years or vest in 25% incrementsially beginning on the first anniversary of theedal
grant. Performance-based restricted shares vest lmsachievement of specified performance objestiv

TimkenSteel recognized stock-based compensatioansepof $6.0 million ( $3.8 million after tax), 82million ( $1.8 millionaftel
tax) and $2.6 million ( $1.6 million after tax) fohe years ended December 31, 2014 , 2013 and 2fspectively, related to stock opt
awards and stock-settled restricted share awar@$4 Zompensation expense includes the recognitfo$0a3 million of incremente
compensation expense in the second quarter of @&1dting from the adjustment and substitutiontotk-settled awards.

As of December 31, 2014 , unrecognized compensatistirelated to stock option awards and stoclesetestricted shares wédl.z
million , which is expected to be recognized ovewaighted average period of 1.5 year$he calculations of unamortized expense
weighted-average periods include awards based tnThimkenSteel and Timken stock awards held by En8teel employees.

Certain restricted stock units, including performebased restricted stock units, are settled in cashwere adjusted and substitt
as described above. TimkenSteel accrued $5.3 miliad $1.5 million as of December 31, 2014 and 20&8pectively, which was includec
salaries, wages and benefits, and other non-cuiadvilities on the Consolidated Balance Sheets.

Note 11 - Segment Information

TimkenSteel operates and reports financial resait$wo segments: Industrial & Mobile and EnergyDistribution. These segme!
represent the level at which the chief operatingjsien maker (CODM) reviews the financial perforrnarof TimkenSteel and makes opera
decisions. Segment earnings before interest areb téxBIT) is the measure of profit and loss that @ODM uses to evaluate the finan
performance of TimkenSteel and is the basis fooues® allocation, performance reviews and compansafor these reasons, TimkenS
believes that Segment EBIT represents the mostaelaneasure of segment profit and loss. The CODay exclude certain charges or gi
from EBIT, such as corporate charges and otheriapetarges, to arrive at a Segment EBIT that isoie meaningful measure of profit
loss upon which to base operating decisions. TirSkegl defines Segment EBIT margin as Segment EBH @ercentage of net sales.

TimkenSteel changed the method by which certaitscarsd expenses are allocated to its reportablaesgg beginning with the thi
quarter of 2014. The change reflects a refinemeits anternal reporting to align with the way maeaent now makes operating decisions
manages the growth and profitability of its busgi&s an independent company subsequent to theffsfiom Timken. This chang
corresponds with managementurrent approach to allocating costs and resewand assessing the performance of its segmemntkeniStee
reports segment information in accordance withpitevisions of FASB ASC 280, “Segment Reportingtiere has been no change in the
consolidated financial condition or results of @iems previously reported as a result of the changts segment cost structure. All peri
presented have been adjusted to reflect this change
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Industrial & Mobile

The Industrial & Mobile segment is a leading praricf high-quality aimelted alloy steel bars, tubes, precision companant
value-added services. For the industrial market sectonk&nSteel sells to original equipment manufactinecluding agriculture, constructic
machinery, military, mining, power generation amd.rFor the mobile market sector, TimkenSteelss&ll automotive customers includ
light-vehicle, medium-truck and heatsuck applications. Products in this segment ar@applications, including engine, transmission
driveline components, large hydraulic system coneptsy military ordnance, mining and constructioiflidg applications and other types
equipment.

Energy & Distribution

The Energy & Distribution segment is a leading jey of high-quality air-melted alloy steel bareamless tubes and valadde:
services such as thermal treatment and machinihg. Bhergy & Distribution segment offers unique kstg®emistries in various prodt
configurations to improve customers’ performancel@manding drilling, completion and production wities. Application of TimkenSteed’
engineered material solutions can be found in béf$hore and landbased drilling rig activities. Vertical and horizahdrilling and completio
applications include high strength drill string quonents and specialized completion tools that enbiptraulic fracturing for shale gas i
oil. Distribution channel activity also is condugtthrough this segment. Distribution channel attigionstitutes direct sales of steel bars
seamless mechanical tubes to distributors. TimlesiStuthorized service centers enable TimkenSteebltaborate with various independ
service centers to deliver differentiated solutiforsend users.

Years Ended December 31,

2014 2013 2012
Net Sales:
Industrial & Mobile $962.( $865.( $1,014..
Energy & Distribution 712.2 515.¢ 714.¢
$1,674.. $1,380.! $1,728.
Segment EBIT:
Industrial & Mobile $79.¢ $83.¢ $102.(
Energy & Distribution 98.¢ 58.€ 128.¢
Total Segment EBIT $178.¢ $142.t $230.¢
Unallocated (19.5) (14.7) 3.7
Interest expense (0.9 (0.2 (0.9
Income Before Income Taxes $158.. $127.¢ $234.:

@ Unallocated are costs associated with strategyjocate development, tax, treasury, legal, inteenalit, LIFO and general administrat

expenses.

Energy & Distribution intersegment sales to theustdial & Mobile segment were $1.5 million , $1.7limn and $1.7 millionfor the

years endeDecember 31, 2014 , 2013 and 2012 , respectively.

Years Ended December 31,

2014 2013 2012
Capital Expenditures:
Industrial & Mobile $59.¢ $83.t $92.¢
Energy & Distribution 70.C 99.: 74.L
$129.¢ $182.¢ $167..
Depreciation and Amortization:
Industrial & Mobile $27.¢ $22.1 $24.%
Energy & Distribution 30.2 27.¢ 22.C
$58.( $50.( $46.2
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December 31,

2014 2013
Assets Employed at Year-end:
Industrial & Mobile 700.1 585.¢
Energy & Distribution 750.7 571.¢
Unallocated? (86.7) (79.0
$1,364.. $1,078.1

@Unallocated assets are costs associated with LIFO.
Geographic Information

TimkenSteel changed the method by which it repoefssales by geographic area during the year eBdegmber 312014. Th
change reflects a refinement of its internal répgrto align with the way management now makes aifreg decisions and manages the grt
and profitability of its business as an independmhpany subsequent to the spinoff from Timken. dides by geographic area are
reported by the country in which the customer imibded. All periods present have been adjustedeftect this change. There has beel
change in the total consolidated financial conditiw results of operations previously reported assalt of the change in the determinatio
geographic information.

Long-lived assets include property, plant and eapeipt and intangible assets subject to amortizationgdived assets by geograp
area are reported by the location of the TimkeriStgasidiary to which the asset is attributed.

Years Ended December 31,

2014 2013 2012
Net Sales:
United States $1,514.¢ $1,244.. $1,567.«
Foreign 159.2 136.t 161.:
$1,674. $1,380.! $1,728.

December 31,

2014 2013
Long-lived Assets:
United States $801.¢ $693.¢
Foreign 0.€ 0.2
$802.: $693.¢
Note 12 - Income Tax Provision
As previously discussed in Note 2 — “ Significantodunting Policies "although TimkenSteel was historically included e

consolidated income tax returns of The Timken CamgpdimkenSteel's income taxes are computed andrteg herein under theséparat
return methodfor periods ending prior to and on June 30, 2018k bf the separate return method may result irrdiffces when the sum
the amounts allocated to standalone tax provisimesompared with amounts presented in the Comgetid-inancial Statements. In that e\
the related deferred tax assets and liabilitieddcte significantly different from those presenteerein. Certain tax attributes, such as
operating loss carryforwards that were actualljetéd in Timkerns Consolidated Financial Statements may or maxist at the standalo
level for TimkenSteel. Following the spinoff on &80, 2014, TimkenSteslincome taxes are computed and reported hereier uhd ass
and liability method under ASC 740. Prior to th@gB0, 2014 spinoff transaction from Timken, TimB&rel was included in Timkenincomi
tax returns for all applicable years. TimkenStagic@pates an adjustment of income taxes payabtieiuthe tax sharing agreement betv
Timken and TimkenSteel upon the filing of Timker¢onsolidated U.S. federal and state income taxne for the period prior to June
2014. When the income tax payable adjustments iagdizied with Timken for the pré@une 30, 2014 period based on filed tax ret
TimkenSteel will adjust its additional paid-in cegbias necessary.

Income from operations before income taxes, basggeographic location of the operations to whicthssiarnings are attributable, is
provided below.
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Years Ended December 31,

2014 2013 2012
United States $155.( $125.¢ $231.¢
Non-United States 3.2 1.7 2.4
Income from operations before income taxes $158.: $127.¢ $234.:
The provision for income taxes consisted of théofeing:
Years Ended December 31,
2014 2013 2012
Current:
Federal $32.: $18.t $65.¢
State and local 5.2 & 5.4
Foreign 0.t 0.1 1.C
$38.1 $22.1 $72.(
Deferred:
Federal $17.¢ $15.t $6.¢
State and local (1.9 0.t 0.2
Foreign — — 0.1
15.% 16.C 7.1
United States and foreign tax expense on income $53.¢ $38.1 $79.1

Tax payments made by Timken, related to TimkenSteethe six months ended June 30, 2014 and foy#ar ended December 31,
2013 and December 31, 2012 were $35.2 million ,B23llion and $72.0 million respectively. Income taxes currently payable rpigothe
spinoff are deemed to have been remitted to Timkeoash, in the period the liability arose andoime taxes currently receivable are dee
to have been received from Timken in the period theefund could have been recognized by Timkeh$tae TimkenSteel been a sepa
taxpayer.

Tax payments made by TimkenSteel for the six moattded December 31, 2014 were $27.9 million and &0llion for U.S. feder:
and state payments and foreign payments, respictéeDecember 31, 2014 TimkenSteel had refundable overpayments of fédecame
taxes of approximately $25.0 milliariTimkenSteel recorded that receivable as a comyparfeprepaid expenses on the Consolidated Ba
Sheets.

The reconciliation between TimkenSteekffective tax rate on income from continuing @piens and the statutory tax rate it
follows:

Years Ended December 31,

2014 2013 2012
Income tax at the U.S. federal statutory rate $55.4 $44.¢ $82.(
Adjustments:
State and local income taxes, net of federal tavetie 2.1 25 3.7
Foreign losses without current tax benefits — — 0.5
Foreign earnings taxed at different rates includagholidays (0.2 (0.3 0.3
U.S. domestic manufacturing deduction (3.2 (2.9 (6.9
U.S. research tax credit (0.6) (0.5) (0.6)
Accruals and settlements related to tax audits — (6.2) —
Other items, net .3 0.2 (0.4
Provision for income taxes $53.¢ $38.1 $79.1
Effective income tax rate 34.(% 29.9% 33.8%
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Income tax expense includes U.S. and internatiorme taxes. Except as required under U.S. tax 8. income and forei
withholding taxes have not been recognized on #uess of the amount for financial reporting over thx basis of investments in fore
subsidiaries that is indefinitely reinvested outsithe United States. This amount becomes taxalde aprepatriation of assets from
subsidiary or a sale or liquidation of the subsigidJndistributed earnings of foreign subsidiarikat are invested indefinitely outside of
United States were $1.5 million , $6.4 million af@.0 million at December 31, 2014 , 2013 and 20i@spectively. Determination of 1
amount of any unrecognized deferred income taxliigton this temporary difference is not practitmlbecause of the complexities of
hypothetical calculation.

The effect of temporary differences giving riseltderred tax assets and liabilities at DecembeRB14 and 2013 was as follows:

December 31,

2014 2013

Deferred tax assets:

Pension and other postretirement benefits $52.5 $—

Other employee benefit accruals 17.2 5.2

Tax loss carryforwards 18.1 14.]

Intangible assets 3.C 3.1

Other, net 1.7 8.2
Deferred tax assets subtotal $92.% $30.%

Valuation allowances (11.9) (14.7
Deferred tax assets 80.¢ 16.¢€
Deferred tax liabilities:

Depreciation ($131.9 ($93.9)

Inventory (3.9 (7.€)
Deferred tax liabilities subtotal (135.¢) (101.0
Net deferred tax liabilities ($54.9) ($84.9)

As of December 31, 2014 , TimkenSteel had loss/fmmwards in the U.S. and various non-U.S. juritidits with tax benefits totaling
$18.1 million having various expiration dates. Tanlsteel has provided valuation allowances of $irillfon against these carryforwards. -
majority of the norld.S. loss carryforwards represent local country opdrating losses for branches of TimkenSteel oities treated ¢
branches of TimkenSteel under U.S. tax law. Taxebenhave been recorded for these losses in thied)Btates. The related local country
operating loss carryforwards are offset fully byuedion allowances.

As of December 31, 2014 , TimkenSteel had no mtass unrecognized tax benefits, andanmunts which represented unrecogr
tax benefits that would favorably impact Timken$teeffective income tax rate in any future periddsuich benefits were recognized. A
December 31, 2014 , TimkenSteel does not anticipateange in its unrecognized tax positions duttiegnext 12 months. TimkenSteel had
accrued interest and penalties related to uncef@aipositions as of December 31, 20IAmkenSteel records interest and penalties el
uncertain tax positions as a component of incomeetgense. As of December 31, 2013 , TimkenStedl $@&7 million of total gros
unrecognized tax benefits. Included in this amouas $0.4 million, which represented the amount of unrecognizedb&mefits that woul
favorably impact TimkenSteel's effective income tate in any future periods if such benefits we&®ognized. TimkenSteel had accrifd]
million of interest and penalties related to unaiertax positions as of December 31, 20T8nkenSteel records interest and penalties re
uncertain tax positions as a component of incomexaense.
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The reconciliation of TimkenSteel's total grosseaognized tax benefits is as follows:

Years Ended December 31,

2014 2013 2012
Beginning balance, January 1 $0.7 $8.C $8.C
Tax positions related to prior years:
Additions — 0.2 0.1
Reductions (0.7) (6.0 (0.7
Settlements — (1.6 —
Ending balance, December 31 $— $0.7 $8.C

As of December 31, 2014 , Timken is subject to ération by the IRS for tax years 2006 to the prestimken also is subject to tax
examination in various U.S. state and local taxsgictions for tax years 2006 to the present. Timkéso is subject to tax examinatior
various foreign tax jurisdictions, including Mexidor tax years 2007 to the present, China for taary 2010 to the present and the Ui
Kingdom for tax years 2011 to the present. TimkerBis subject to examination by the IRS for theqaeJune 30, 2014 through Decembel
2014. TimkenSteel also is subject to tax examimatio various foreign tax jurisdictions, includiMgexico, China, Poland, Singapore, and
United Kingdom for the period June 30, 2014 throDgitember 31, 2014.

Note 13 - Contingencies

TimkenSteel has a number of loss exposures thahewered in the ordinary course of business suchravironmental claims, prod
liability claims, product warranty claims, litigati and accounts receivable reserves. Establislusg leserves for these matters req
managemen$ estimate and judgment with regards to risk exqgosund ultimate liability or realization. These doseserves are review
periodically and adjustments are made to reflezttiost recent facts and circumstances.

Environmental Matters

From time to time, TimkenSteel may be a party teslaits, claims or other proceedings related to remmental matters and/or r
receive notices of potential violations of enviramtal laws and regulations from the U.S. Environtakirotection Agency and similar statt
local authorities. TimkenSteel recorded reservestdich environmental matters as other currentliiedsi on the Consolidated Balance She
There were no amounts accrued as of December 3B &0d 2012. Accruals related to such environmeantdters represent management
best estimate of the fees and costs associatedheite matters. Although it is not possible to tedith certainty the outcome of such matt
management believes that their ultimate dispositishould not have a material adverse effect ork@in8teels financial position, cash flow
or results of operations.

2014
Balance at December 31, 2013 $—
Expenses 1.t
Payments (0.2)
Balance at December 31, 2014 $1.c

Note 14 - Relationship with Timken and Related Enties

Prior to the spinoff on June 30, 2014, TimkenStes$ managed and operated in the normal coursesiidss with other affiliates
Timken. Transactions between Timken and TimkenStedh the exception of sales and purchase traisectand reimbursements
payments made to third-party service providers bgkEn on TimkenSteead’ behalf, are reflected in equity in the ConsolidaBalance Shee
as net parent investment and in the Consolidatate®ents of Cash Flows as a financing activity én tnansfers (to)/from Timken a
affiliates.
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Corporate Costs/Allocations

For the periods prior to April 1, 2014, the Condated Financial Statements include corporate dostsred by Timken for servic
that were provided to or on behalf of TimkenStaet|uding but not limited to legal, treasury, corgte administration, technology and hui
resource services. These costs consist of allocaistipools and direct costs. Corporate costs baea directly charged to, or allocatec
TimkenSteel using methods management believesoargstent and reasonable. TimkenSteel direct @sténcurred directly by TimkenSt
based on negotiated usage rates and dedicated yerapéssignments. These corporate charges and taiedave been deemed paid
TimkenSteel to Timken in the period in which thestsowere recorded in the Consolidated Statemeritscofne. Net charges from Timken
these services, reflected in selling, general aldimistrative expenses, were $7.4 million , $23.ifion and $24.3 millionfor years ende
December 31, 2014 , 2013 and 2QX2spectively. Effective April 1, 2014, TimkenStperformed these functions using internal resosim
services provided by third parties, certain of viahigere provided by Timken and directly charged tmkenSteel. Timken will continue
provide such services during a transition periodspant to a transition services agreement deschibkxiv.

Transactions with Other Timken Businesses

Throughout the periods covered by the Consoliddtedhncial Statements, TimkenSteel sold finisheddgot Timken and i
businesses. During the years ended December 34, (2@1a related-party basis prior to the spind)13 and 2012 respectively, revenu
from related party sales of products totaled $46illon , or 2.7% of net sales, $75.1 million ,2#4% of net sales and $101.2 million ,509%
of net sales, respectively. Prior to the spinofinRenSteel recorded relat@adrty receivables from other Timken businesses esoént:
receivable due from related party in its ConsokdaBalance Sheets. Upon separation, outstandingir@mavere reclassified to tre
receivables.

TimkenSteel purchased material from a related partyapproximately $1.0 million , $5.0 million ar®6.2 million during the yea
ended December 31, 2014 , 2013 and 2012 , resphctim addition, certain of TimkenSteel’s thipadity service providers are paid by Tim
on behalf of TimkenSteel. TimkenSteel subsequaiinburses Timken in cash for such payments. Roidhe spinoff, TimkenSteel recorc
relatedparty payables to other Timken businesses as Ats@ayable due to related party in its Consolid&alhnce Sheets. Upon separal
outstanding amounts were reclassified to tradelgaga

Material Agreements Between TimkenSteel and Timl

On June 30, 2014, TimkenSteel entered into a skpara@nd distribution agreement and several otgegeaments with Timken to affe
the spinoff and to provide a framework for the tielaship with Timken. These agreements govern dh&tionship between TimkenSteel .
Timken subsequent to the completion of the spimaofi provide for the allocation between TimkenSteal Timken of assets, liabilities ¢
obligations attributable to periods prior to théngff. Because these agreements were enteredrirtteei context of a related party transac
the terms may not be comparable to terms that wioelldbtained in a transaction between unaffiligzdies.

Separation and Distribution Agreement— The separation and distribution agreement conttiaskey provisions relating to t
spinoff, including provisions relating to the pripal intercompany transactions required to efflet $pinoff, the conditions to the spinoff
provisions governing the relationships between En#iteel and Timken after the spinoff.

Tax Sharing Agreement— The tax sharing agreement, which generally gavéfimkenSteel’s and Timkes'respective right
responsibilities and obligations after the spineith respect to taxes for any tax period endingoobefore the distribution date, as well as
periods beginning before and ending after the itigion date. Generally, TimkenSteel is liable & predistribution U.S. federal incor
taxes, foreign income taxes and non-income taxedwable to TimkenSteed’ business, and all other taxes attributable tok&mteel, pai
after the distribution. In addition, the tax shgrinagreement addresses the allocation of liability thxes that are incurred as a resu
restructuring activities undertaken to effectudte tlistribution. The tax sharing agreement alswiges that TimkenSteel is liable for ta
incurred by Timken that arise as a result of Tinfeels taking or failing to take, as the case may beaie actions that result in t
distribution failing to meet the requirements daa-free distribution under Section 355 of the intd Revenue Code of 1986, as amended.

Employee Matters Agreement— TimkenSteel entered into an employee matters agreemith Timken, which generally provic
that TimkenSteel and Timken has responsibilityifelown employees and compensation plans, sulyezgrtain exceptions as described ir
agreement. In general, prior to the spinoff, Tink&rel employees participated in various retiremieeslth and welfare, and other empic
benefit and compensation plans maintained by Timketiowing the spinoff (or earlier, in the casetbé taxqualified defined benefit pla
and retiree medical plans), pursuant to the employatters agreement, TimkenSteel employees andfamployees generally participat
similar plans and arrangements established andtama@d by TimkenSteel. The employee matters agreepr@vides for the bifurcation
equity awards as described in Note 10 — “ StockeBaSompensation Among other things, the employee matters agreemaisatprovides fc
TimkenSteel's
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assumption of certain employmemtated contracts that its employees originallyeesd into with Timken, the allocation of certainayee
liabilities and the cooperation between TimkenSgewl Timken in the sharing of employee information.

Transition Services Agreement— The transition services agreement governs the psooeder which TimkenSteel and Tim
provide and/or make available various administeaervices and assets to each other, during wieipescted to be a period of 24 month
less beginning on the distribution date. Servicede provided by Timken to TimkenSteel include @iartservices related to engineer
finance, facilities, information technology and dayge benefits. Services to be provided by TimkeaBto Timken include certain servi
related to engineering, operations, finance, féefliand information technology.
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SUPPLEMENTAL DATA

Selected Quarterly Financial Data (Unaudited)
(dollarsin millions, except per share data)

Selected quarterly operating results for each gquaitfiscal 2014 and 2013 for TimkenSteel areddlgs:

Quarters Ended

December 31 September 30 June 30 March 31
2014
Net Sales $408.: $434.. $442.. $389.t
Gross Profit 56.4 71.2 72.1 73.t
Net Income? 16.£ 25.7 28.¢ 33.7
Per Share Dat#’
Basic earnings per share $0.3¢ $0.5¢ $0.6:¢ $0.7¢
Diluted earnings per share $0.3¢ $0.5¢ $0.62 $0.7:
Quarters Ended
December 31 September 30 June 30 March 31
2013
Net Sales $330.( $350.¢ $354.. $346.:
Gross Profit 55.¢ 50.C 62.€ 54.7
Net Income? 26.1 17.1 25.2 21.C
Per Share Dat&®
Basic earnings per share $0.57 $0.37 $0.5¢ $0.4¢
Diluted earnings per share $0.5¢ $0.37 $0.5¢ $0.4¢

@ Net Income for the fourth quarter of 2014 and 2@iSuded impairment charges of $1.2 million and6$million, respectively. The fourth quarter 2
impairment charges related to the wiatifs of a trade name as well as certain costs @tsdcwith a discontinued real estate project.063 the impairme

charges related to the disposal of certain machiner

@ Basic and diluted earnings per share are computiebendently for each of the periods presentedorangly, the sum of the quarterly earnings pere
amounts may not equal the total for the year. Bonmarative purposes, and to provide a more mearliogfculation for weighted average shares, thisuamn
was assumed to be outstanding as of the beginiagah period presented prior to the spinoff indhieulation of basic weighted average shares N&¢e9
— “Earnings Per Share " in the Notes to the Codstdid Financial Statements.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this AnnBaport on Form 1@, our management carried out an evaluation, urloe
supervision and with the participation of the Comga principal executive officer and principal finaalcofficer, of the effectiveness of 1
design and operation of the Company’s disclosunetrots and procedures as defined in Exchange Adé R8ai5(e). Based upon tt
evaluation, the principal executive officer andhpipal financial officer concluded that the Compangisclosure controls and procedures
effective as of the end of the period covered liy Amnual Report on Form 10-K.

Report of Management on Internal Control Over Finarcial Reporting

This Annual Report on Form 10-K does not includeeport of managemerst'assessment regarding internal control over fiiai
reporting or an attestation of the Companyegistered public accounting firm due to a trémsiperiod established by rules of the SEC
newly-public companies.

Changes in Internal Controls

There have been no changes during the Companytthfguarter of 2014in our internal control over financial reportingat hawv
materially affected, or are reasonably likely totenally affect, our internal control over finantiaporting.

ITEM 9B. OTHER INFORMATION

None.
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PART III.
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

Required information will be set forth under thetians “Election of Directors” andSection 16(a) Beneficial Ownership Repor
Compliance”in the proxy statement to be filed within 120 dayecember 31, 2014 in connection with the anmue¢ting of shareholders
be held on or about May 6, 2015nd is incorporated herein by reference. Infoibmategarding the executive officers of the registris
included in Part | hereof. Information regarding tiompanys Audit Committee and its Audit Committee Finand&apert is set forth under t
caption “Audit Committee” in the proxy statemeriedi in connection with the annual meeting of shaldérs to be held on or aboMiay 6
2015, and is incorporated herein by reference.

The Companys Corporate Governance Guidelines and the charféts Audit Committee, Compensation Committee &lwinating
and Corporate Governance Committee are also alailab the Compang’ website at www.timkensteel.com and are availdbleany
shareholder in print, without charge, upon requegshe General Counsel. The information on the Camg{s website is not incorporated
reference into this Annual Report on Form 10-K.

The Company has adopted a code of ethics thatempfi all of its employees, including its principedecutive officer, princip
financial officer and principal accounting officers well as its directors. The Compagode of ethics, the TimkenSteel Code of Conds
available on its website at www.timkensteel.com angrint, without charge, upon request to the Gah€ounsel. The Company intend:
disclose any amendment to its code of ethics ovevdrom its code of ethics that applies to itsipipal executive officer, principal financ
officer, principal accounting officer, or any Ditec by posting such amendment or waiver, as apgkcan its website.

ITEM 11. EXECUTIVE COMPENSATION

Required information will be set forth under thetians “Compensation Discussion and Analysis;” ‘12@Bummary Compensati
Table;” “ 2014 Grants of Plan-Based Awards Tabbnt the narrative to the Summary Compensation TaideGrants of PlaBased Award
Table following immediately thereafter; “Outstangiiquity Awards at 2014 Year-End Table;” “ 200Dption Exercises and Stock Ves
Table;” “Pension Benefits;” “ 2014 Nonqualified @efed Compensation Table;Pbtential Payments Upon Termination or Chanc
Control;” “Director Compensation;” “Compensation @mittee;” “Compensation Committee Interlocks andidier Participation;”anc
“Compensation Committee Repoiiti the proxy statement to be filed within 120 daysDecember 31, 2014 in connection with the an
meeting of shareholders to be held on or about 8)&015 , and is incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Required information, including with respect totingional investors owning more than 5% of the Q@amy’s common shares, will
set forth under the caption “Beneficial OwnershfpGmmmon Stock’in the proxy statement filed in connection with @enual meeting
shareholders to be held on or about May 6, 2018l j@incorporated herein by reference.

Required information is set forth under the captiBquity Compensation Plan Informationt the proxy statement to be filed wit
120 days of December 31, 2014 in connection withahnual meeting of shareholders to be held obautaMay 6, 2015 and is incorporate
herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE

Required information will be set forth under thettans “Director Independence” and “Related PangriBactions Approval Policyih
the proxy statement to be filed within 120 dayDeicember 31, 2014 in connection with the annualtimg®f shareholders to be held or
about May 6, 2015, and is incorporated hereindfgrence.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Required information regarding fees paid to andiises provided by the Compasyindependent auditor during the years er
December 31, 2014 and 2013 and the pre-apppoligies and procedures of the Audit Committeehaf Companys Board of Directors wi
be set forth under the captions “Services of Inddpet Auditor for 2014” and “Audit Committee Pre{fpval Policies and Procedurdgs’the
proxy statement to be filed within 120 days of Daber 31, 2014 in connection with the annual meatihshareholders to be held on or al
May 6, 2015, and is incorporated herein by refegen
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PART IV.
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
Exhibit

Number Exhibit Description
2.1t Separation and Distribution Agreement, dated akioé 30, 2014, by and between TimkenSteel Corporatid The Timken

Company.

3.1 Amended and Restated Articles of IncorporationiaikenSteel Corporation (incorporated by referecéxhibit 3.1 to the
Company'’s Current Report on Form 8-K filed on JtB8e2014, File No. 001-36313).

3.2 Code of Regulations of TimkenSteel Corporationdmporated by reference to Exhibit 3.2 of Amendnidot 3 to the

Company'’s Registration Statement on Form 10 filedviay 15, 2014, File No. 001-36313).
10.1% Tax Sharing Agreement, dated as of June 30, 2014nd between TimkenSteel Corporation and The Tim&empany.
10.2%1 Employee Matters Agreement, dated as of June 304,26y and between TimkenSteel Corporation andTiimken Company.
10.37 Transition Services Agreement, dated as of Jun@@D4, by and between TimkenSteel Corporation areTimken
Company.
10.4% Trademark License Agreement, dated as of June(@@, by and between TimkenSteel Corporation andTiim&en
Company.
10.5% Noncompetition Agreement, dated as of June 30, 20 4nd between TimkenSteel Corporation and Thek&nh Company.
10.61t TimkenSteel Corporation 2014 Equity and Incentiverpensation Plan.
10.71t TimkenSteel Corporation Senior Executive Managerfentormance Plan.
10.81t TimkenSteel Corporation Annual Performance AwaahP|
10.91t Form of Director Indemnification Agreement.
10.10tt  Form of Officer Indemnification Agreement.
10.11tt  Form of Director and Officer Indemnification Agreent.

10.12 Supplemental Pension Plan of TimkenSteel Corpargtdfective June 30, 2014) (incorporated by reafeesto Exhibit 10.1 to
the Company’s Current Report on Form 8-K filed anel13, 2014, File No. 001-36313).

10.13 Form Amended and Restated Employee Excess BeAgfitement with TimkenSteel Corporation (incorpodaty reference
to Exhibit 10.2 to the Company’s Current Reportramm 8-K filed on June 13, 2014, File No. 001-36313

10.14 Form Severance Agreement with TimkenSteel Corpamdincorporated by reference to Exhibit 10.3 ® @ompanys Curren
Report on Form 8-K filed on June 13, 2014, File B@1-36313).

10.15 TimkenSteel Corporation 2014 Deferred Compensdian (Effective June 30, 2014) (incorporated bgmerfice to Exhibit
10.4 to the Company’s Current Report on Form 8kedfion June 13, 2014, File No. 001-36313).

10.16 TimkenSteel Corporation Director Deferred CompeinsaPlan (Effective June 30, 2014). (incorporatgddference to Exhibit
10.11 of the Company’s Registration Statement amF®-1/A filed on June 18, 2014, Registration N&83-396287).

10.17 Credit Agreement, dated as of June 30, 2014, arongenSteel Corporation, JPMorgan Chase Bank, Ni&administrative
agent, and the other agents and lenders partytthé¢irecorporated by reference to Exhibit Numbes616f the Company’s
Current Report on Form 8-K filed on July 31, 20E#de No. 001-36313).

21.1* A list of subsidiaries of the Registrant.
23.1* Consent of Independent Registered Public Accourking.
24.1* Power of Attorney.

31.1* Certification of the Chief Executive Officer pursuido Rule 13a-14 of the Exchange Act, as adogtedsuant to Section 302
of the Sarbanes-Oxley Act of 2002.

31.2* Certification of the Chief Financial Officer purquao Rule 13a-14 of the Exchange Act, as adogtersuant to Section 302 of
the Sarbanes-Oxley Act of 2002.

32.1* Certifications of Chief Executive Officer and Chlghancial Officer pursuant to 18 U.S.C. 1350, depted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.
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Exhibit

Number Exhibit Description
101.INS* XBRL Instance Document.
101.SCH* XBRL Taxonomy Extension Schema Document.
101.PRE* XBRL Taxonomy Extension Presentation Linkbase Doenin
101.CAL* XBRL Taxonomy Extension Calculation Linkbase Docute
101.LAB*  XBRL Taxonomy Extension Label Linkbase Document.
101.DEF* XBRL Taxonomy Extension Definition Linkbase Docurhen
t Incorporated by reference to the exhibit filed unithe corresponding Exhibit Number of the Compar@(srent Report on
Form 8-K filed on July 3, 2014, File No. 001-36313.
Tt Incorporated by reference to the exhibit filed unithe corresponding Exhibit Number of Amendment Bl¢o the Company’s

Registration Statement on Form 10 filed on May2(8.,4, File No. 001-36313.
Filed herewith.
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Schedule lI-Valuation and Qualifying Accounts

Allowance for uncollectible accounts: 2014 2013 2012
Balance at Beginning of Period $0.2 $1.1 $2.4
Additions:

Charged to Costs and Expenses (1) — 0.9 (0.9
Deductions (2) — — (0.9
Balance at End of Period $0.2 $0.2 $1.1
Allowance for surplus and obsolete inventory: 2014 2013 2012
Balance at Beginning of Period $1.¢ $1.t $1.€
Additions:

Charged to Costs and Expenses (3) 1.€ 1.7 1.C
Deductions (4) (0.6 (1.3 (1.9
Balance at End of Period $2.¢ $1.¢ $1.t
Valuation allowance on deferred tax assets: 2014 2013 2012
Balance at Beginning of Period $14.1 $14.7 $16.2
Additions:

Charged to Costs and Expenses (5) — — 0.2

Charged to Other Accounts (6) — 0.2 0.€
Deductions (7) (2.9 (0.8 (2.9
Balance at End of Period $11.7 $14.1 $14.5

1)
(2)
(3)
(4)
(5)
(6)
(7)

Provision for uncollectible accounts included iperse:
Actual accounts written off against the allowenet of recoverie
Provisions for surplus and obsolete inventory ideldiin expense

Inventory items written off against the allowar

Increase in valuation allowance is recorded as@poment of the provision for income tay

Includes valuation allowances recorded againstrahmprehensive income/loss or goody

Amount primarily relates to the removal of losses carried over to TimkenSteel and a decrease irtdxKates
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SIGNATURES

Pursuant to the requirements of Section 13 or 18{dhe Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatyp authorized.

TIMKENSTEEL CORPORATION

Date: March 2, 2015 /sl Christopher J. Holding

Christopher J. Holding
Executive Vice President and Chief Financial Office

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed byfdHowing persons on behalf of 1
registrant and in the capacities and on the dattisdted.

Signature Title Date

Chairman, Chief Executive Officer and President
/s/ Ward J. Timken, Jr. (Principal Executive Officer) March 2, 2015

Ward J. Timken, Jr.

Executive Vice President and Chief Financial Office
/sl Christopher J. Holding (Principal Financial Officer) March 2, 2015

Christopher J. Holding

Vice President and Corporate Controller
/sl Amanda J. Sterling (Principal Accounting Officer) March 2, 2015

Amanda J. Sterling

* Director March 2, 2015
Joseph A. Carrabba

* Director March 2, 2015
Phillip R. Cox
* Director March 2, 2015

Diane C. Creel

* Director March 2, 2015
Randall Edwards

* Director March 2, 2015
Donald Misheff

* Director March 2, 2015
John P. Reilly

* Director March 2, 2015
Ronald A. Rice

* Director March 2, 2015

Randall A. Wotring

*Signed by the undersigned as attorney-in-factageht for the Directors indicated.



/sl Frank A. DiPiero Executive Vice President, General Counsel and &agre March 2, 2015

Frank A. DiPiero
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Exhibit 21.1

Subsidiaries of the Registrant

The active subsidiaries of the Company (all of vatace included in the Consolidated Financial Statenof the Company and its subsidial
are as follows:

Percentage of voting
State or sovereign powe securities owned directly

under laws of which or indirectly by

Name organized Company
United States

EDC, Inc. Ohio 100.0%
TimkenSteel Material Services, LLC Delaware 100.0%
TSB Metal Recycling LLC Ohio 100.0%
International

TimkenSteel UK Limited England 100.0%
TimkenSteel de Mexico S. de R.L. de C.V. Mexico 100.0%
TimkenSteel Singapore Pte. Ltd. Singapore 100.0%

TimkenSteel (Shanghai) Corporation Limited China 100.0%



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iféllewing Registration Statements:

1)

)
®3)

(4)

Registration Statement (Form S-8 No. 333-18j@eértaining to TimkenSteel Corporation SavinganHbr Certain Bargaining
Employees;

Registration Statement (Form S-8 No. 333-19J@értaining to TimkenSteel Corporation Savingd lavestment Pension Plan;
Registration Statement (Form S-8 No. 333-18J@eértaining to TimkenSteel Corporation 2014 Egjaitd Incentive Compensation
Plan; and

Registration Statement (Form S-8 No. 333-19j@eértaining to TimkenSteel Corporation Voluntémyestment Pension Plan

of our reports dated March 2, 20,1%ith respect to the consolidated financial staets and schedule of TimkenSteel Corporation ireduid
this Annual Report (Form 10-K) for the year endedcember 31, 2014 .

/sl Ernst & Young LLP

Cleveland, Ohio
March 2, 2015



Exhibit 24.1

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned Director of TimkenSteel Casfion hereby constitutes &
appoints Frank A. DiPiero, Christopher J. Holdiagd Amanda J. Sterling, and each of them (each fwithlpower to act alone), his true ¢
lawful attorneys-infact and agents, with full power of substitutiordaesubstitution, for him and in his name, placd atead, in any and
capacities, to sign the Annual Report on FormK16f TimkenSteel Corporation for the fiscal yeaded December 31, 2014, including
amendments thereto, on his behalf, and to file slime with all exhibits thereto, and other documémtsonnection therewith, with t
Securities and Exchange Commission, granting uait attorneys-irfact and agents, and each of them, full power artticgity to do an
perform each and every act and thing requisiterammssary to be done, as fully to all intents amp@ses as he might or could do in per
hereby ratifying and confirming all that said atteys-infact or agents, or any of them, or their or hisssitiite or substitutes, may lawfully
or cause to be done by virtue hereof.

/sl Joseph A. Carrabba
Joseph A. Carrabba, Director
Dated: January 30, 2015




POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned Director of TimkenSteel Coafion hereby constitutes
appoints Frank A. DiPiero, Christopher J. Holdiagd Amanda J. Sterling, and each of them (each fwitlpower to act alone), his true ¢
lawful attorneys-infact and agents, with full power of substitutiordaesubstitution, for him and in his name, placd atead, in any and
capacities, to sign the Annual Report on FornK16f TimkenSteel Corporation for the fiscal yeaded December 31, 2014, including
amendments thereto, on his behalf, and to file smme with all exhibits thereto, and other documémtsonnection therewith, with t
Securities and Exchange Commission, granting uait attorneys-irfact and agents, and each of them, full power antogity to do an
perform each and every act and thing requisitersassary to be done, as fully to all intents amggses as he might or could do in per
hereby ratifying and confirming all that said afteys-in-fact oagents, or any of them, or their or his substitrteubstitutes, may lawfully
or cause to be done by virtue hereof.

/s/ Phillip R. Cox
Phillip R. Cox, Director
Dated: January 30, 2015




POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS , that the undersigned Director of TimkenSteel ©oafion hereby constitutes
appoints Frank A. DiPiero, Christopher J. Holdiagd Amanda J. Sterling, and each of them (each fwitlpower to act alone), her true ¢
lawful attorneys-irfact and agents, with full power of substitutiordaesubstitution, for him and in her name, place stead, in any and
capacities, to sign the Annual Report on FornK16f TimkenSteel Corporation for the fiscal yeaded December 31, 2014, including
amendments thereto, on her behalf, and to filesdimme with all exhibits thereto, and other documémtsonnection therewith, with t
Securities and Exchange Commission, granting uait attorneys-irfact and agents, and each of them, full power antogity to do an
perform each and every act and thing requisitersaugtssary to be done, as fully to all intents ampgses as she might or could do in pel
hereby ratifying and confirming all that said atteys-infact or agents, or any of them, or their or herstitdtte or substitutes, may lawfully

or cause to be done by virtue hereof.

/s/ Diane C. Creel
Diane C. Creel, Director
Dated: January 27, 2015




POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned Director of TimkenSteel Coafion hereby constitutes
appoints Frank A. DiPiero, Christopher J. Holdiagd Amanda J. Sterling, and each of them (each fwitlpower to act alone), his true ¢
lawful attorneys-infact and agents, with full power of substitutiordaesubstitution, for him and in his name, placd atead, in any and
capacities, to sign the Annual Report on FornK16f TimkenSteel Corporation for the fiscal yeaded December 31, 2014, including
amendments thereto, on his behalf, and to file smme with all exhibits thereto, and other documémtsonnection therewith, with t
Securities and Exchange Commission, granting uait attorneys-irfact and agents, and each of them, full power antogity to do an
perform each and every act and thing requisitersassary to be done, as fully to all intents amggses as he might or could do in per
hereby ratifying and confirming all that said atteys-infact or agents, or any of them, or their or hiss$ilte or substitutes, may lawfully

or cause to be done by virtue hereof.

/s/ Randall Edwards
Randall Edwards, Director
Dated: January 30, 2015




POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned Director of TimkenSteel Coafion hereby constitutes
appoints Frank A. DiPiero, Christopher J. Holdiagd Amanda J. Sterling, and each of them (each fwitlpower to act alone), his true ¢
lawful attorneys-infact and agents, with full power of substitutiordaesubstitution, for him and in his name, placd atead, in any and
capacities, to sign the Annual Report on FornK16f TimkenSteel Corporation for the fiscal yeaded December 31, 2014, including
amendments thereto, on his behalf, and to file smme with all exhibits thereto, and other documémtsonnection therewith, with t
Securities and Exchange Commission, granting uait attorneys-irfact and agents, and each of them, full power antogity to do an
perform each and every act and thing requisitersassary to be done, as fully to all intents amggses as he might or could do in per
hereby ratifying and confirming all that said atteys-infact or agents, or any of them, or their or hiss$ilte or substitutes, may lawfully

or cause to be done by virtue hereof.

/s/ Donald T. Misheff
Donald T. Misheff, Director
Dated: January 30, 2015




POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned Director of TimkenSteel Coafion hereby constitutes
appoints Frank A. DiPiero, Christopher J. Holdiagd Amanda J. Sterling, and each of them (each fwitlpower to act alone), his true ¢
lawful attorneys-infact and agents, with full power of substitutiordaesubstitution, for him and in his name, placd atead, in any and
capacities, to sign the Annual Report on FornK16f TimkenSteel Corporation for the fiscal yeaded December 31, 2014, including
amendments thereto, on his behalf, and to file smme with all exhibits thereto, and other documémtsonnection therewith, with t
Securities and Exchange Commission, granting uait attorneys-irfact and agents, and each of them, full power antogity to do an
perform each and every act and thing requisitersassary to be done, as fully to all intents amggses as he might or could do in per
hereby ratifying and confirming all that said atteys-infact or agents, or any of them, or their or hiss$ilte or substitutes, may lawfully

or cause to be done by virtue hereof.

/sl John P. Reilly
John P. Reilly, Director
Dated: January 30, 2015




POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned Director of TimkenSteel Coafion hereby constitutes
appoints Frank A. DiPiero, Christopher J. Holdiagd Amanda J. Sterling, and each of them (each fwitlpower to act alone), his true ¢
lawful attorneys-infact and agents, with full power of substitutiordaesubstitution, for him and in his name, placd atead, in any and
capacities, to sign the Annual Report on FornK16f TimkenSteel Corporation for the fiscal yeaded December 31, 2014, including
amendments thereto, on his behalf, and to file smme with all exhibits thereto, and other documémtsonnection therewith, with t
Securities and Exchange Commission, granting uait attorneys-irfact and agents, and each of them, full power antogity to do an
perform each and every act and thing requisitersassary to be done, as fully to all intents amggses as he might or could do in per
hereby ratifying and confirming all that said atteys-infact or agents, or any of them, or their or hiss$ilte or substitutes, may lawfully

or cause to be done by virtue hereof.

/s/ Ronald A. Rice
Ronald A. Rice, Director
Dated: January 30, 2015




POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned Director of TimkenSteel Coafion hereby constitutes
appoints Frank A. DiPiero, Christopher J. Holdiagd Amanda J. Sterling, and each of them (each fwitlpower to act alone), his true ¢
lawful attorneys-infact and agents, with full power of substitutiordaesubstitution, for him and in his name, placd atead, in any and
capacities, to sign the Annual Report on FornK16f TimkenSteel Corporation for the fiscal yeaded December 31, 2014, including
amendments thereto, on his behalf, and to file smme with all exhibits thereto, and other documémtsonnection therewith, with t
Securities and Exchange Commission, granting uait attorneys-irfact and agents, and each of them, full power antogity to do an
perform each and every act and thing requisitersassary to be done, as fully to all intents amggses as he might or could do in per
hereby ratifying and confirming all that said atteys-infact or agents, or any of them, or their or hiss$ilte or substitutes, may lawfully

or cause to be done by virtue hereof.

/sl Randall A. Wotring
Randall A. Wotring, Director
Dated: January 30, 2015




Exhibit 31.1

CERTIFICATION

I, Ward J. Timken, Jr., certify that:
1. I have reviewed this annual report on FornKléF TimkenSteel Corporatio

2. Based on my knowledge, this report does notatommny untrue statement of a material fact ortaémstate a material fact necessary tc
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statemamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a. Designed such disclosure controls and procedarecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b. Evaluated the effectiveness of the registradisslosure controls and procedures and presentisi report our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

c. Disclosed in this report any change in thestegnt’s internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b. Any fraud, whether or not material, that inveadvmanagement or other employees who have a s@mifiole in the
registrant’s internal control over financial repogt

Date: March 2, 2015 /s/ Ward J. Timken, Jr.

Ward J. Timken, Jr.
Chairman, Chief Executive Officer and President
(Principal Executive Officer)




Exhibit 31.2

CERTIFICATION

I, Christopher J. Holding, certify that:
1. I have reviewed this annual report on FornKléF TimkenSteel Corporatio

2. Based on my knowledge, this report does notatommny untrue statement of a material fact ortaémstate a material fact necessary tc
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statemamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a. Designed such disclosure controls and procedarecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b. Evaluated the effectiveness of the registradisslosure controls and procedures and presentisi report our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

c. Disclosed in this report any change in thestegnt’s internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b. Any fraud, whether or not material, that inveadvmanagement or other employees who have a s@mifiole in the
registrant’s internal control over financial repogt

Date: March 2, 2015 /sl Christopher J. Holding
Christopher J. Holding
Executive Vice President and Chief Financial Office
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarban&3xley Act of 2002

In connection with the Annual Report of TimkenSt€erporation (the “Company”) on Form 10-K for therjpd ended December 31, 2014, as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), each of the usideied officers of the Company certifies,
pursuant to 18 U.S.C. Section 1350, as adoptedipnt$o Section 906 of the Sarbanes-Oxley Act @22@hat, to such officer's knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh1934; an

(2) The information contained in the Report faphgsents, in all material respects, the finarmaldition and results of operations of the
Company as of the dates and for the periods exgnidaghe Report.

Date: March 2, 2015 /sl Ward J. Timken, Jr.

Ward J. Timken, Jr.
Chairman, Chief Executive Officer and President
(Principal Executive Officer)

Date: March 2, 2015 /sl Christopher J. Holding

Christopher J. Holding
Executive Vice President and Chief Financial Office
(Principal Financial Officer)




