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PART I. FINANCIAL INFORMATION

ITEM I. FINANCIAL STATEMENTS

TimkenSteel Corporation
Consolidated Statements of Operations (Unaudited)

Three Months Ended June 30,

Six Months Ended June 30,

2015 2014 2015 2014
(Dollars in millions, except per share data)
Net sales $278.: $442.; $666.¢ $831.7
Cost of products sold 284.: 369.5 631.4 685.5
Gross (Loss) Profit (6.2) 727 35.5 146.2
Selling, general and administrative expenses 29.7 26.1 58.¢ 50.4
Impairment and restructuring charges 1.€ — 2.C —
Operating (Loss) Income (37.9 46.€ (25.9) 95.¢
Interest expense 1.C 0.7 1.1 0.7
Other expense (income), net 0.5 175 1.4 (0.7
(Loss) Income Before Income Taxes (38.9 44 .4 (27.9) 95.2
(Benefit) provision for income taxes (14.¢) 15.¢ (10.9 32.¢
Net (Loss) Income ($24.9) $28.¢ ($17.9 $62.¢
Per Share Data:
Basic (loss) earnings per share ($0.59) $0.6: ($0.39) $1.3¢
Diluted (loss) earnings per share ($0.59 $0.62 ($0.39) $1.3¢
Dividends per share $0.1¢ $— $0.2¢ $—

See accompanying Notes to the Unaudited Consofidéatencial Statements.
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TimkenSteel Corporation
Consolidated Statements of Comprehensive (Loss) lome (Unaudited)

Three Months Ended June 30,

Six Months Ended June 30,

2015 2014 2015 2014

(Dollars in millions)
Net (loss) income ($24.9 $28.¢ ($17.9 $62.2
Other comprehensive income, net of tax:

Foreign currency translation adjustments 0.¢ 0.€ — 0.4

Pension and postretirement liability adjustment 4.6 2.9 11.1 2.9

Other comprehensive income, net of tax 5.5 3.t 11.1 3.3
Comprehensive (Loss) Income, net of tax ($18.9) $32.1 ($6.9) $65.¢

See accompanying Notes to the Unaudited Consofidéatencial Statements.
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TimkenSteel Corporation
Consolidated Balance Sheets (Unaudited)

June 30, December 31,
2015 2014
(Dollars in millions)
ASSETS
Current Assets
Cash and cash equivalents $35.7 $34.t
Accounts receivable, net of allowances 115.2 167.1

2015 - $1.0 million; 2014 - $0.2 million
Inventories, net 229.F 293.¢
Deferred income taxes 20.5 20.5
Prepaid expenses 10.C 28.C
Other current assets 2 7.€

Total Current Assets 420.1 551.:
Property, Plant and Equipment, Net 764.5 771.¢
Other Assets
Pension assets 10.2 8.C
Intangible assets, net 31.¢ 30.5
Other non-current assets 2.t 2.€
Total Other Assets 44.4 40.¢
Total Assets $1,229.( $1,364..
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Accounts payable, trade $61.¢ $120.:
Salaries, wages and benefits 24.C 49.1
Accrued pension and postretirement cost 17.¢ 17.¢
Income taxes payable .2 .2
Other current liabilities 30.C 38.1
Total Current Liabilities 133.¢ 225.k
Non-Current Liabilities
Long-term debt 175.2 185.2
Accrued pension and postretirement cost 110.1 119.1
Deferred income taxes 69.¢ 75.1
Other non-current liabilities 10.C 11.1
Total Non-Current Liabilities 365.2 390.t
Commitments and contingencies — —
Shareholders’ Equity
Preferred shares, without par value; authorize@ ffllion shares, none issued — —
Common shares, without par value; authorized 260l(n shares; issued 2015 - 45.7 million shares;

2014 - 45.7 million shares; outstanding 2015 - 4dilBon shares; 2014 - 44.8 million shares — —
Additional paid-in capital 1,050.¢ 1,050."
Retained (deficit) earnings (0.5) 29.£
Treasury shares (34.2) (34.9)

Accumulated other comprehensive | (286.2) (297.9)



Total Shareholders’ Equity 729.¢ 748.1

Total Liabilities and Shareholders’ Equity $1,229.( $1,364.:

See accompanying Notes to the Unaudited Consofidatencial Statements.
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TimkenSteel Corporation
Consolidated Statements of Cash Flows (Unaudited)

Six Months Ended June 30,

2015 2014
(Dollars in millions)
CASH PROVIDED (USED)
Operating Activities
Net (loss) income ($17.9 $62.2
Adjustments to reconcile net income to net cashigemnl by operating activities:
Depreciation and amortization 36.7 27.€
Impairment charges 0.4 —
Loss on sale or disposal of assets 0.2 1.3
Deferred income taxes (12.0 (15.5)
Stock-based compensation expense 4.8 2.C
Pension and postretirement expense 15.1 3.7
Pension and postretirement contributions and patsnen (8.9 (14.9)
Changes in operating assets and liabilities:
Accounts receivable, including due from relatedypar 51.¢ (29.0
Inventories, net 64.2 (11.9
Accounts payable, including due to related party (58.9 28.t
Other accrued expenses (31.9 (1.6
Prepaid expenses 18.C
Other, net (1.6 2.8
Net Cash Provided by Operating Activities 62.2 55.k
Investing Activities
Capital expenditures (34.6) (65.€)
Proceeds from sale of assets 0.3 —
Net Cash Used by Investing Activities (34.9) (65.€)
Financing Activities
Cash dividends paid to shareholders (12.5) —
Purchase of treasury shares (5.0 —
Proceeds from exercise of stock options 1.3 —
Payment on long-term debt (40.0 (30.2)
Proceeds from issuance of debt 30.C 130.2
Dividend paid to The Timken Company — (50.0
Net transfers (to) from The Timken Company and slikses (0.5 3.8
Net Cash (Used) Provided by Financing Activities (26.7) 53.¢
Effect of exchange rate changes on cash — —
Increase In Cash and Cash Equivalents 1.2 43.7
Cash and cash equivalents at beginning of period 34.t —
Cash and Cash Equivalents at End of Period $35.7 $43.7

See accompanying Notes to the Unaudited Consatidéteancial Statements.
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TimkenSteel Corporation
Notes to Unaudited Consolidated Financial Statemesat
(dollarsin millions, except per share data)

Note 1 - Basis of Presentation

TimkenSteel Corporation (TimkenSteel) became amepeddent company as a result of the distributiondume 30, 2014 by T
Timken Company (Timken) of 100 percent of the arnding common shares of TimkenSteel to Timken $iwddlers. Each Timke
shareholder of record as of the close of businesdune 23, 2014 received one TimkenSteel commore $sbhaevery two Timken comm
shares held as of the record date for the distobufTimkenSteel common shares trade on the Nevk Yddock Exchange under the tic
symbol “TMST.”

Prior to the spinoff on June 30, 2014, TimkenStgetrated as a reportable segment of Timken. Thengeanying Unaudite
Consolidated Financial Statements for periods gddhe separation have been prepared from Tinskkistorical accounting records and
presented on a stardiene basis as if the operations had been condiundegendently from Timken. The Unaudited ConsaédaFinancie
Statements for periods prior to the separationuthelthe historical results of operations, assets labilities of the legal entities that i
considered to comprise TimkenSteel. The historiesults of operations and cash flows of TimkenSiaelsented in the Unaudit
Consolidated Financial Statements for periods paathe separation may not be indicative of what/tivould have been had TimkenS
actually been a separate stand-alone entity dgtieh periods, nor are they necessarily indicatfvErmkenSteels future results of operatic
and cash flows.

The accompanying Unaudited Consolidated FinanciateSients have been prepared in accordance witkeragn accepte
accounting principles in the United States (U.S.APA for interim financial information. Accordinglythey do not include all of tl
information and footnotes required by U.S. GAAP domplete financial statements. In the opinion ahagement, all adjustments (consis
of normal recurring accruals) and disclosures a®rsid necessary for a fair presentation have beduded. For further information, refer
TimkenSteel's Audited Consolidated Financial Staata and Notes included in its Annual Report onnFdiOK for the year ende
December 31, 2014 .

Note 2 - Recent Accounting Pronouncements

In July 2015, the Financial Accounting Standardaflo(FASB) issued Accounting Standards Update (A3Q)5-11, fnventory
Simplifying the Measurement of Inventory (Topic 330which provides guidance that simplifies the subsetumeasurement of inventor
by replacing the lower of cost or market test wathower of cost and net realizable value test. Ghielance applies only to inventories
which cost is determined by methods other thanitadtrst-out (LIFO) and therefore applies only to the apprately 35% of inventory th
TimkenSteel values by first-in, firgtt (FIFO), average cost or specific identificatioethods. It is effective for annual reporting pee
beginning after December 15, 2016, with early adoppermitted. TimkenSteel is currently evaluatthg impact of the adoption of this A!
on its results of operations and financial conditio

In April 2015, the FASB issued ASU 2015-05, “Int#inigs-Goodwill and Other-Internal-Use Software (tplic 35040):
Customer’s Accounting for Fees Paid in a Cloud Catimg Arrangement."This ASU clarifies the circumstances under whiclel@uc
computing customer would account for the arrangenasna license of internalke software. It is effective for annual reportiperiod:
beginning after December 15, 2015, with early adoppermitted. TimkenSteel is currently evaluatihg impact of the adoption of this A!
on its results of operations and financial conditio

In April 2015, the FASB issued ASU 2015-03, “Intstrémputation of Interest (Subtopic 838): Simplifying the Presentation
Debt Issuance CostsThis ASU amends existing guidance to require tlesgmtation of debt issuance costs in the balarest sls a deducti
from the carrying amount of the related debt liapiinstead of a deferred charge. It is effective &nnual reporting periods beginning ¢
December 15, 2015, with early adoption permittechkKEnSteel is currently evaluating the impact @& #uoption of this accounting stanc
update on its results of operations and finan@alition.

In August 2014, the FASB issued ASU 2014-15, “Pnest@on of Financial Statements-Going Concern (&pibbt20540): Disclosur
of Uncertainties about an Entity’s Ability to Comtie as a Going Concern.” This ASU is intended tiindemanagemenrd’ responsibility t
evaluate whether there is substantial doubt aboubrganizatiors ability to continue as a going concern and tovie related footno
disclosures. The amendments in this ASU are etffedtr reporting periods beginning after Decemtigr2D16, with early adoption permitt
The adoption of ASU 2014-15 did not affect the hessof operations and financial condition of TimiStaeel.

In May 2014, the FASB issued ASU 2014-09, “Revefraen Contracts with Customers (Topic 606)hich provides guidance 1
revenue recognition. This ASU affects any entigtthither enters into contracts with customersanosfer goods
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or services or enters into contracts for the trmef nonfinancial assets. This ASU will supers#te revenue recognition requirement
Topic 605, “Revenue Recognition,” and most indusipgcific guidance. This ASU also supersedes sorsiegeadance included in Subto
605-35, “Revenue Recognition-Construction-Type &rdduction-Type Contracts.” The standaraore principle is that a company !
recognize revenue when it transfers promised goodsrvices to customers in an amount that refibetsonsideration to which the comp
expects to be entitled in exchange for those goodervices. In doing so, companies will need ®msre judgment and make more estin
than under todag' guidance. These may include identifying perforceanbligations in the contract, estimating the amtoaf variabl
consideration to include in the transaction prind allocating the transaction price to each sepgratformance obligation. In July 2015,
FASB affirmed a onerear deferral of the effective date of the new nexeestandard. The new standard will become effedtiv TimkenStet
in the first quarter of fiscal year 2018 and canabepted either retrospectively to each prior répgrperiod presented or as a cumule
effect adjustment as of the date of adoption. Eapiglication is permitted but not before the oradiaffective date of annual periods begini
after December 15, 2016. TimkenSteel is currentBlieating the impact of the adoption of this ASUitmresults of operations and finan
condition.

Note 3 - Inventories

The components of inventories, net as of June @05 2nd December 31, 2014 were as follows:

June 30, December 31,
2015 2014

Inventories, net:
Manufacturing supplies $44.7 $38.t
Raw materials 35.€ 56.¢
Work in process 74.4 110.:
Finished products 77.7 91.1

Subtotal 232.¢ 296.7
Allowance for surplus and obsolete inventory (2.9 (2.9

Total Inventories, net $229.t $293.¢

Inventories are valued at the lower of cost or ragrlith approximately 65% valued by the LIFO metlamd the remaining
inventories, including manufacturing supplies inwen as well as international (outside the Unitedt&s) inventories, valued by FIF
average cost or specific identification methods.

An actual valuation of the inventory under the LIR@thod can be made only at the end of each yesdban the inventory leve
and costs at that time. Accordingly, interim LIF@aulations must be based on management’s estimategpected yeaend inventory leve
and costs. Because these calculations are subjetany factors beyond managementontrol, annual results may differ from interiesult:
as they are subject to the final year-end LIFO imwegy valuation.

The LIFO reserve as of June 30, 2015 and DecembeP@®l4 was $74.7 million and $86.7 milligrrespectively. TimkenSte
projects that its LIFO reserve will decrease far ylear ending December 31, 2(&sed on lower anticipated costs, particularly patee
costs, and anticipated lower inventory quantitiightly offset by higher manufacturing costs.

Note 4 - Property, Plant and Equipment

The components of property, plant and equipmentasef June 30, 2015 and December 31, 2014 wdmdlas's:

June 30, December 31,
2015 2014
Property, Plant and Equipment, net:
Land and buildings $356.¢ $292.«
Machinery and equipment 1,347.: 1,183.(
Construction in progress 77.€ 288.:
Subtotal 1,781. 1,763.
Less allowances for depreciation (1,017.0 (991.9
Property, Plant and Equipment, net $764.t $771.¢
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Total depreciation expense was $33.6 million an8.%2nillion for the six months ended June 30, 2@h8 2014, respectively
TimkenSteel recorded capitalized interest of $1illian for the six months ended June 30, 20F5ior to the spinoff, TimkenSteel capitali:

interest allocated from Timken related to constarcprojects of $5.7 million for the six months eddJune 30, 2014TimkenSteel records
impairment charges of $0.4 million related to tiedntinued use of certain assets during the simthsoended June 30, 2015 .

Note 5 - Intangible Assets

The components of intangible assets, net as of 30n2015 and December 31, 2014 were as follows:

June 30, 2015 December 31, 2014
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.€ $4.2 $6.€ $2.4 $4.4
Technology use 9.C 4.4 4.€ 9.C 4.1 4.9
Capitalized software 55.C 32.2 22.¢ 50.€ 29.€ 21.C
Total Intangible Assets $70.¢ $39.2 $31.€ $66.4 $36.1 $30.¢

Intangible assets subject to amortization are dpsatton a straight-line method over their legag¢stimated useful lives, with useful
lives ranging from 3 to 15 years . Amortization erpe for intangible assets for the six months edded 30, 2015 and 2014 w&& 1 millior
and $1.9 million , respectively.

Note 6 - Financing Arrangements

The components of long-term debt as of June 306 208 December 31, 2014 were as follows:

June 30, December 31,
2015 2014

Variable-rate State of Ohio Water Development ReeeRefunding Bonds, maturing on
November 1, 2025 (0.07% as of June 30, 2015) $12.2 $12.2
Variable-rate State of Ohio Air Quality Developm&svenue Refunding Bonds, maturing on
November 1, 2025 (0.07% as of June 30, 2015) 9.5 9.5
Variable-rate State of Ohio Pollution Control ReverRefunding Bonds, maturing on June
2033 (0.08% as of June 30, 2015) 8.5 8.5
Revolving credit facility, due 2019 (LIBOR plus digjable spread) 145.C 155.(

Total Long-Term Debt $175.2 $185.:
Credit Facility

On June 30, 2014, TimkenSteel entered into a cfaditity with JPMorgan Chase Bank, N.A., as adsiirdtive agent, PNC Bar
National Association, as syndication agent, BanlRmierica, N.A. and HSBC Bank USA, National Assoiciat as c-documentation agen
and the other lenders and arrangers party thefdte. credit facility has a term of five years thrbugune 30, 201@nd provides for
committed revolving credit line of up to $300.0 kwih . The credit facility includes an expansion optelfowing TimkenSteel to reque
additional commitments of up to $150.0 millionterm loans or revolving credit commitments, sabjto certain conditions and approval
set forth in the credit agreement. The credit fgcprovides a $50.0 million sublimit for multicency loans, a $50.0 milliogublimit for
letters of credit and a $30.0 million sublimit ®wing 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.

TimkenSteel is required to maintain a certain @iztion ratio and interest coverage ratio as aglminimum liquidity balances
set forth in the credit agreement. As of June 8152 TimkenSteel was in compliance with these ratiod liquidity requirements, as well
the additional covenants contained in the credi¢agent. The credit agreement also provides traetsrnwith the ability to reduce the cre
line amount even if TimkenSteel is in compliancéhvall conditions of the credit agreement upon aemi@ adverse change to the busir
properties, assets, financial condition or resofitsperations of TimkenSteel.
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Subject to certain limited exceptions, the creditteament contains a number of restrictions thait liimkenSteel$ ability to incur addition:
indebtedness, pledge its assets as security, gaarahligations of third parties, make investmeuniglergo a merger or consolidation, disj
of assets, or materially change its line of bushesnong other things. In addition, the credit agrent includes a crostefault provisiol
whereby an event of default under other debt otitiga, as defined in the credit agreement, wilcbasidered an event of default undet
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%,)io certain cases, an alternate base rate (lmasedrtain 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 to tinsed borrowings multiplied by an applicable nrafgarying from 0.20% to 0.40%
The applicable margins are calculated quarterly g based on TimkenStegltonsolidated capitalization ratio as set fortithia credi
agreement. The interest rate under the revolvimglicifacility was 1.94% as of June 30, 201%he amount available under the cr
facility as of June 30, 2015 was $154.4 million

Advanced Quench-and-Temper Facility

In the second quarter of 2015, TimkenSteel enténénl a capital lease arrangement with the Starkn@outPort Authority i
connection with the construction of a new advangednch-andemper facility in Perry Township, Ohio and theusce of an Industri
Revenue Bond. The bond is held 100% by Timken3iieg¢trial Services, LLC (a whollgwned subsidiary of the Company) and, accordil
the obligation under the lease agreement and imesgtin the Industrial Revenue Bond, as well agéfeed interest income and expense
eliminated in the Unaudited Consolidated Finan&@tements. As a result, TimkenSteel’'s net investroest in the advanced quench-and-
temper facility of $3.7 million being reported ingperty, plant and equipment, net in the Unaud@edsolidated Balance Sheets.

Revenue Refunding Bonds

On June 1, 2014, Timken purchased, in lieu of rqatem, the State of Ohio Water Development ReveRaiinding Bonds (Wat
Bonds), State of Ohio Air Quality Development RewerRefunding Bonds (Air Quality Bonds) and Staté@bio Pollution Control Reven
Refunding Bonds (Pollution Control Bonds) (collgety, Bonds). Pursuant to an Assignment and Assioamgtgreement dated June 24, 2
(Assignment) between Timken and TimkenSteel, Timissigned all of its right, title and interest mdao the loan agreements and the r
associated with the Bonds to, and these obligatiser® assumed by, TimkenSteel. Additionally, reptaent letters of credit were issued
the Water Bonds and the Pollution Control Bondse Boonds were remarketed on June 24, 2014 (RemiagkBtte) in connection with t
conversion of the interest rate mode for the Botedshe weekly rate and the delivery of the replaeeirietters of credit, as applical
TimkenSteel is responsible for payment of the ggeand principal associated with the Bonds sutesgdo the Remarketing Date. As a re
of the purchase and remarketing of the Bonds, TinBkeel recorded a loss on debt extinguishment of ®@lion during the second quarter
2014 related to the writeff of original deferred financing costs, which arflected as interest expense in the Unauditeds@imfate
Statements of Operations.

All of TimkenSteel's long-term debt is variablate debt and, as a result, the carrying valudisfdebt is a reasonable estimate of
value as interest rates on these borrowings appairi current market rates, which is consideredvalL2 input.

Note 7 - Accumulated Other Comprehensive Loss

Changes in accumulated other comprehensive loghda@ix months ended June 30, 2015 and 2014 bpa@oent are as follows:

Pension and
Foreign Currency Postretirement
Translation Liability
Adjustments Adjustments Total
Balance at December 31, 2014 ($4.9 ($292.5 ($297.9)
Other comprehensive loss before reclassificatibefre income tax — (0.7 (0.2
Amounts reclassified from accumulated other comgmsive loss, before
income tax — 17.€ 17.€
Income taxes — (6.4) (6.4
Net current period other comprehensive incomephitcome tax — 11.1 11.1
Balance at June 30, 2015 ($4.9) ($281.9) ($286.7)
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Pension and
Foreign Currency Postretirement
Translation Liability
Adjustments Adjustments Total
Balance at December 31, 2013 ($0.9) $— ($0.9)
Net transfer from Timken (3.9 (233.9 (237.7)
Other comprehensive income before reclassificatibefore income tax 04 — 0.4
Amounts reclassified from accumulated other comgmsive loss, before
income tax — 4.€ 4.€
Income taxes — (2.7 (1.7)
Net current period other comprehensive incomephitcome tax 0.4 2.¢ 3.3
Balance at June 30, 2014 ($3.9) ($231.0) ($234.9)

The reclassification of the pension and postretinenfiability adjustment was included in costs odgucts sold and selling, general
and administrative expenses in the Unaudited Cateted Statements of Operations. These componemte@duded in the computation of
periodic benefit cost.

Note 8 - Changes in Shareholders' Equity

Changes in the components of shareholders’ eqoiitthE six months ended June 30, 2015 were sl

Accumulated

Retained Other
Additional Paid- (Deficit) Comprehensive

Total in Capital Earnings Treasury Shares Loss
Balance as of December 31, 2014 $748.: $1,050.° $29.4 ($34.7) ($297.9
Net loss (17.9 — (17.9 — —
Pension and postretirement adjustment, net of tax 11.1 — — — 11.1
Stock-based compensation expense 4.8 4.8 — — —
Dividends — $0.28 per share (12.5) — (12.5) — —
Net transfer to Timken and subsidiaries (0.5 (0.5 — — —
Stock option exercise activity 1.3 1.3 — — —
Purchase of treasury shares (2.9 — — (2.9 —
Issuance of treasury shares — (5.5 — h.5 —
Shares surrendered for taxes (2.7 — — (2.7 —
Balance as of June 30, 2015 $729.¢ $1,050.¢ ($0.5) ($34.2) ($286.2)

Note 9 - Retirement and Postretirement Plans

The components of net periodic benefit cost forttitee and six months ended June 30, 2015 and\#6ftas follows:

Three Months Ended June 30, 2015 Three Months Ended June 30, 2014
Components of net periodic benefit cost: Pension Postretirement Pension Postretirement
Service cost $4.1 $0.5 $2.€ $0.2
Interest cost 12.7 2.3 7.8 1.€
Expected return on plan assets (19.9 (1.7) (12.7) (1.
Amortization of prior service cost 0.2 0.2 0.1 0.1
Amortization of net actuarial loss 8.2 0. 4.4
Allocated benefit cost from Timken — — 0.8 0.5
Net Periodic Benefit Cost $5.% $1.2 $3.€ $1.4

12
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Six Months Ended June 30, 2015 Six Months Ended June 30, 2014

Components of net periodic benefit cost: Pension Postretirement Pension Postretirement
Service cost $8.3 $0.¢ $2.€ $0.3
Interest cost 25.7 4.7 7.8 1.€
Expected return on plan assets (38.7) (3.9 (12.7) (1.2
Amortization of prior service cost 0.2 0.t 0.1 0.1
Amortization of net actuarial loss 16.¢ — 4.4 —
Allocated benefit cost from Timken — — 5.2 2.2

Net Periodic Benefit Cost $12.¢ $2.7 $8.C $3.1

During the three and six months ended June 30, 2pfidr to the spinoff, employees of TimkenSteaitizipated in various
retirement and postretirement benefit plans sp@usby Timken. Because Timken provided these bentfieligible employees and retir
of TimkenSteel, the costs to participating emplayeé TimkenSteel in these plans were reflectechin Wnaudited Consolidated Finan
Statements, while the related assets and liakiltiere retained by Timken. Expense allocationgHese benefits were determined based
review of personnel by business unit and basedlocasions of corporate and other shared functigeaisonnel. All cost allocations relates
the various retirement benefit plans have been ddepaid by TimkenSteel to Timken in the period ihiah the cost was recorded. |
periodic benefit costs are included in the Unaubl@ensolidated Statements of Operations as a coempafi cost of products sold and sell
general and administrative expenses. Allocatedfliermests from Timken were funded through interc@myp transactions.

Note 10 - Earnings Per Share

On June 30, 2014, 45.4 millicFimkenSteel common shares were distributed to Timsteareholders in conjunction with the spir
For comparative purposes, and to provide a morenmgful calculation for weighted average sharess #imount was assumed to
outstanding as of the beginning of the three ardmsinths ended June 30, 20idthe calculation of basic weighted average shan
addition, for the dilutive weighted average shaa&wations, the dilutive securities outstandinglane 30, 2014 were assumed to als
outstanding as of the beginning of the three axdnginths ended June 30, 2014 . For the three andaiths ended June 30, 2015 and 2014
2.0 million and 0.2 million of equitpased awards, respectively, were excluded fronctineputation of diluted earnings per share bec
their effect would have been anti-dilutive. In jpeis$ in which a net loss has occurred, as is the fomghe three and six months endede 3(
2015, the dilutive effect of stock-based awardsosrecognized and thus is not utilized in theghtion of diluted earnings per share.

The following table sets forth the reconciliatioitiee numerator and the denominator of basic egenper share and diluted earni
per share for the three and six months ended Jun2035 and 2014 :

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014

Numerator:

Net (loss) income for basic and diluted earningsspare ($24.9) $28.¢ ($17.9 $62.¢
Denominator:

Weighted average shares outstanding, basic 44,779,01 45,729,622 44,776,19 45,729,622
Dilutive effect of stock-based awards — 519,88: — 519,88:
Weighted average shares outstanding, diluted 44,779,01 46,249,50 44,776,19 46,249,50
Basic (loss) earnings per share ($0.59) $0.6: ($0.39) $1.3¢
Diluted (loss) earnings per share ($0.59 $0.62 ($0.39) $1.3¢

Note 11 - Segment Information

TimkenSteel operates and reports financial redoitsvo segments: Industrial & Mobile and EnergyD8stribution. These segme!
represent the level at which the chief operatingisien maker (CODM) reviews the financial perforrnanof TimkenSteel and mal
operating decisions. Segment earnings before sttared taxes (EBIT) is the measure of profit arg$ lthat the CODM uses to evaluate
financial performance of TimkenSteel and is thests resource allocation, performance
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reviews and compensation. For these reasons, Tigtkehbelieves that Segment EBIT represents th¢ malevant measure of segment pi
and loss. The CODM may exclude certain chargesaorsgirom EBIT, such as corporate charges and apecial charges, to arrive &
Segment EBIT that is a more meaningful measurerafitpand loss upon which to base operating densidimkenSteel defines Segm
EBIT margin as Segment EBIT as a percentage ofales.

TimkenSteel changed the method by which certaitscasd expenses are allocated to its reportableesgig beginning with the thi
quarter of 2014. The change reflects a refineméitsanternal reporting to align with the way maeanent now makes operating decis
and manages the growth and profitability of itsibess as an independent company subsequent tgithaffsrom Timken. This chang
corresponds with managementurrent approach to allocating costs and resswed assessing the performance of its segment&eniStee
reports segment information in accordance withpifwvisions of FASB Accounting Standards CodificatB0, “Segment ReportingThere
has been no change in the total consolidated finnondition or results of operations previousiported as a result of the change i
segment cost structure. All periods presented baea adjusted to reflect this change.

Industrial & Mobile

The Industrial & Mobile segment is a leading praridf high-quality aimelted alloy steel bars, tubes, precision companant
valueadded services. For the industrial market sectomk&nSteel sells to original equipment manufacturarcluding agricultur
construction, machinery, military, mining, powemgeation and rail. For the mobile market sectomKeénSteel sells to automotive custon
including light-vehicle, medium-truck and heatryck applications. Products in this segment argpiplications including engine, transmis
and driveline components, large hydraulic systemmanents, military ordnance, mining and construrctdlling applications and other tyy
of equipment.

Energy & Distribution

The Energy & Distribution segment is a leading pdev of high-quality air-melted alloy steel bareamless tubes and valadder
services such as thermal treatment and machinihg. Bhergy & Distribution segment offers unique kteeemistries in various prodt
configurations to improve customers’ performancel@manding drilling, completion and production witiiés. Application of TimkenSteed’
engineered material solutions can be found in kaitehore and landased drilling rig activities. Vertical and horizah drilling anc
completion applications include high strength dsilling components and specialized completion ttud$ enable hydraulic fracturing
shale gas and oil. Distribution channel activityoais conducted through this segment. Distributibannel activity constitutes direct sale
steel bars and seamless mechanical tubes to distrsh TimkenSteel authorized service centers endithkenSteel to collaborate w
various independent service centers to deliveedéfitiated solutions for end users.

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
Net Sales:
Industrial & Mobile $211.: $254.7 $444.¢ $486.¢
Energy & Distribution 67.1 187.t 222.: 345.2
$278.. $442.; $666.¢ $831.%
Segment EBIT:
Industrial & Mobile ($18.9) $20.1 ($14.9) $47.4
Energy & Distribution (21.0 28.2 (16.9) 56.4
Total Segment EBIT ($39.9) $48.: ($30.7) $103.¢
Unallocated? 1.8 3.9 4.C (7.9
Interest expense (2.0 (0.7) (1.2 (0.7)
(Loss) Income Before Income Taxes ($38.9) $44.4 ($27.9) $95.2

@ Unallocated are costs associated with strategyiotate development, tax, treasury, legal, intemalit, LIFO and general administrat
expenses.
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Note 12 - Income Tax (Benefit) Provision

TimkenSteels (benefit) provision for income taxes in interiraripds is computed by applying the appropriatenegid annu
effective tax rates to income or loss before incéaxes for the period. In addition, non-recurringdscrete items, including interest on prior-
year tax liabilities, are recorded during the pasian which they occu

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
(Benefit) provision for income taxes ($14.6 $15.¢ ($10.9 $32.¢
Effective tax rate 37.5% 35.6% 37.8% 34.6%

The effective tax rate for the three months endedd B0, 2015 was higher than the U.S. federaltstatuate of 35%due primarily tc
U.S. state and local taxes and the tax benefitcéteal with nond.S. earnings taxed at a rate less than the UaButsty rate. These we
partially offset by the effect of other permaneifitedlences.

The effective tax rate for the three months endsck B0, 2014 was higher than the U.S. federaltstgtuate of 35%primarily dut
to losses at foreign subsidiaries where no taxfiteseuld be recorded, U.S. state and local taxescertain discrete tax expenses. These
partially offset by the U.S. manufacturing deduetand the effect of other permanent differences.

The effective tax rate for the six months endeceJ8® 2015 was higher than the U.S. federal statutde of 35%due primarily tc
U.S. state and local taxes and the tax benefitcéteal with nond.S. earnings taxed at a rate less than the UaSutsty rate. These we
partially offset by the effect of other permaneifitedlences.

The effective tax rate for the six months endeceI8®, 2014 was lower than the U.S. federal statutate of 35%primarily due t
the U.S. manufacturing deduction. This was pattiaffset by losses at foreign subsidiaries wher¢axdbenefit could be recorded, U.S. <
and local taxes and certain discrete tax expenses.

Note 13 - Contingencies

TimkenSteel has a number of loss exposures thanewered in the ordinary course of business ssclrevironmental claims, prod
liability claims, product warranty claims, litigati and accounts receivable reserves. Establisluisg feserves for these matters req
managemens estimate and judgment regarding risk exposureutimdate liability or realization. These loss rases are reviewed periodica
and adjustments are made to reflect the most réaetstand circumstances.

Environmental Matters

From time to time, TimkenSteel may be a party teslaits, claims or other proceedings related toremvhental matters and/or nr
receive notices of potential violations of enviramtal laws and regulations from the U.S. EnvirontaleRrotection Agency and similar st
or local authorities. TimkenSteel recorded resefeesuch environmental matters as other curreitilities on the Unaudited Consolida
Balance Sheets. Accruals related to such envirotahematters represent managemsriest estimate of the fees and costs associath
these matters. Although it is not possible to prediith certainty the outcome of such matters, nganaent believes that their ultim
dispositions should not have a material adverscefin TimkenSteel’s financial position, cash flpesresults of operations.

Balance at December 31, 2014 $1.2
Expenses —
Payments (0.2

Balance at June 30, 2015 $1.1
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Note 14 - Restructuring Charges

During the second quarter of 2015, TimkenSteel aygat and implemented a cost reduction plan thatltesb in the reduction
TimkenSteel's salaried headcount. As a result, EinSteel recognized restructuring charges of $1.liomiconsisting of severanc
employeerelated benefits and other associated expensesehidteel recorded reserves for such restructurhgyges as other curr
liabilities on the Unaudited Consolidated Balanted&s. Of the $1.6 million charge, $1.2 millicated to the Industrial & Mobile segm

and $0.4 milliorrelated to the Energy & Distribution segment. Tbkofving is a rollforward of the consolidated restturing accrual for tf
six months ended June 30, 2015 :

Balance at December 31, 2014 $—
Expenses 1.€
Payments (0.6)

Balance at June 30, 2015 $1.C
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
(dollarsin millions, except per share data)

Business Overview

TimkenSteel traces its roots back to The TimkendRdearing Company, which was founded in 1899 agriagemaker/inventc
Henry Timken and his two sons. By 1913, the comgdanyched its first formal research facility, ceetdon 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)hanfirtding, coupled with a desire to ensure a ddpble supply of premium steel in
years leading into World War 1, 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-funmdacilities in the country.

We manufacture alloy steel, as well as carbon aicdoralloy steel, with an annual melt capacity of apprately two million tons
Our portfolio includes special bar quality (SBQ)$aseamless mechanical tubing and precision st@eponents. In addition, we sup
machining and thermal treatment services, as vgelnanage raw material recycling programs, whichused as a feeder system for
operations. We focus on research and developmegg\ise solutions to our custometsughest engineering challenges and then lev
those answers into new product offerings. Basedusrinternal estimates, we have historically suggplion average, approximately 30% of
seamless mechanical tube demand in the UnitedsState

Based on our knowledge of the steel industry, wiebe we are the only focused SBQ steel produc&tarth America and have t
largest SBQ steel large bar i(&h diameter and greater) production capacity agtbe North American steel producers. In additios, are
the only steel manufacturer with capabilities of@leping SBQ steel large bars up toih6hes in diameter. SBQ steel is made to reste
chemical compositions and high internal purity levand is used in critical mechanical application& make these products from ne
100% recycled steel, using our expertise in rawens to create custom steel products with a caithgecost structure similar to that o
high-volume producer.

We operate in and report financial results for segments: 1) Industrial & Mobile and 2) Energy &Mibution. Our custome
include companies in the following market sectait:and gas; automotive; industrial equipment; mdniconstruction; rail; aerospace
defense; heavy truck; agriculture; and power geimraA significant portion of our production faitiés services all of our end markets ac
both reportable segments. As a result, we allooat@in costs based on the segments’ use of thasedsresources.

Capital I nvestments

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

On July 17, 2014, we announced plans to invest ddit@nal advanced quench-and-temper hesdt capacity. The $
million facility, which we expect will be fully opational within two years, will perform quench-ateinper heatreat operations and, °
believe, will have capacity for up to 50,000 prazéans annually of 4-inch to liieh bars and tubes. On October 8, 2014, we anmoutha
this facility will be located in Perry Township, ®@hon the site of our Gambrinus Steel Plant neegetlexisting thermal treatment faciliti
This facility will be larger than each of our threeisting thermal treatment facilities in Cantorhi®

In October 2014, we cast our first heat on the @#erlargest jumbo bloom vertical caster, which cqgiraximately $200 millior
excluding capitalized interest. We expect, oncdyfehmped, the new caster will improve yield by appmately 15%, increase ann
finished ton capacity by up to 125,000 tons andaexpour product range servicing the energy andsinidli market sectors by providing la
bar capabilities unique in the United States.
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Results of Operations

Three Months Ended June 30,

2015 2014 $ Change % Change
Net sales $278.. $442 .. ($164.0) (37.1)%
Net sales, excluding surcharges 239.¢ 339.¢ (200.0 (29.4)¥%
Gross (loss) profit (6.2) 720 (78.¢) (108.4)%
Gross margin (2.2% 16.4% NM (1,860) bp
Selling, general and administrative expenses 29.7 26.1 3.6 13.8%
Net (loss) income (24.9) 28.€ (52.9 (185.0)%
Scrap index per ton 25C 41F (16%5) (39.8)¥
Shipments (in tons) 211,93t 289,46: (77,527 (26.8)¥
Average selling price per ton, including surcharges $1,31¢ $1,52¢ ($215) (14.1)%
Capacity utilization 46.7% 75.71% NM (2,900) bp
Six Months Ended June 30,
2015 2014 $ Change % Change
Net sales $666.¢ $831.% ($164.9) (19.8)%
Net sales, excluding surcharges 553.¢ 639.¢ (86.9) (13.5)%
Gross profit 35.5 146.2 (110.%) (75.7)%
Gross margin 5.2% 17.€% NM (1,230) bp
Selling, general and administrative expenses 58.¢ 50.4 8.4 16.7%
Net (loss) income 17.9 62.2 (79.79) (127.9)%
Scrap index per ton 25( 41F (16%) (39.8)%
Shipments (in tons) 483,03 539,33t (56,299 (10.4)%
Average selling price per ton, including surcharges $1,38: $1,54: ($167) (10.4)%
Capacity utilization 56.4% 70.2% NM (1,390) bp

Net Sales

Net sales for the second quarter of 2015 were 28lion , a decrease of $164.0 million comparedhe second quarter of 2014
Excluding surcharges, net sales decreased $100i6rmior 29.4% . The decrease was driven by loglépments of approximately 5k the
Industrial & Mobile segment and approximately 5#¥4he Energy & Distribution segment as a resulloefer demand for energy and rele
industrial products.

Net sales for the first half of 2015 were $666.%9iom , a decrease of $164.8 million compared ® finst half of 2014, Excluding
surcharges, net sales decreased $86.4 millionl3&% . The decrease was primarily due to lowepraknts of approximately 27% the
Energy & Distribution segment as a result of lowlemand for energy products in the first half of 20Year-todate shipments for tl
Industrial & Mobile segment were approximately flat

Gross (Loss) Profit

Gross loss for the second quarter of 2015 was $fllibn , a decrease of $ 78.8 million , or 108.4%ompared to gross profit
$72.7 million for the second quarter of 201%he decrease was driven primarily by higher maciring costs of approximately $32 milli
lower volume of approximately $28 million, raw madé spread of approximately $19 million and prioe{ of approximately $4 millior
partially offset by higher LIFO income of $7 miltio As discussed previously, shipping volume de@edn the second quarter of 2(
compared to the second quarter of 2014 as a rekidiver customer demand. Manufacturing costs weravorable due primarily to m
utilization declining from approximately 76% in tisecond quarter of 2014 compared to approximatédg for the second quarter of 2015
The unfavorable raw material spread was drivenimjng associated with our customer surcharge mashmarOur surcharge mechanisn
designed to mitigate the impact of increases ored#ses in raw material costs, although generaltii wilag. As a result, we end up wit
timing difference between how much
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we pay for scrap and the surcharge recovery. Witeharge generally protects gross profit, it Haal éffect of diluting gross margin a
percentage of sales in the second quarter of 2015.

Gross profit for the first half of 2015 was $35.8lion , a decrease of $ 110.7 million , or 75.7%ompared to gross profit $1146.:
million the first half of 2014 The decrease was driven primarily by higher mactufring costs of approximately $48 million, rawteral
spread of approximately $41 million, lower volumfeapproximately $20 million and price/mix of appnarately $11 million, partially offsi
by higher LIFO income of $14 million. As discusga@viously, shipping volume decreased in the figdf of 2015 compared to the first i
of 2014 as a result of lower customer demand. Maoiufing costs were unfavorable due primarily toltnuilization declining fron
approximately 70% in the first half of 2014 comphte approximately 56% for the first half of 201Fhe unfavorable raw material spr
was driven by timing associated with our custonuecisarge mechanism as discussed above.

Selling, General and Administrative Expenses

Selling, general and administrative (SG&A) experfeeshe second quarter of 2015 increased $3.6anill or 13.8% compared t
the second quarter of 2014 . SG&A expenses incded8el million , or 16.7% for the first half of 2015 compared to the firstlf of 2014
The increases for both periods were due primavilgdditional costs to operate as a stand-alongérkent organization.

Impairment and Restructuring Charges

During the second quarter of 2015, we approvediamdemented a cost reduction plan, which resultethe recognition o$1.€
million of restructuring charges during the quartRefer to Note 14 - “ Restructuring Chargeis: 'the Notes to our Unaudited Consolid:
Financial Statements for details. During the fgatrter of 2015, we recorded impairment charge®0of millionrelated to the discontinu
use of certain assets.

(Benefit) Provision for Income Taxes

Three Months Ended June 30,

2015 2014 $ Change % Change
(Benefit) provision for income taxes ($14.9 $15.¢ ($30.9) (192.4)%
Effective tax rate 37.5% 35.€% NM 190 bp:

Six Months Ended June 30,

2015 2014 $ Change % Change
(Benefit) provision for income taxes ($10.9 $32.¢ ($43.9) (131.6)%
Effective tax rate 37.%% 34.€% NM 280 bp:

The increase in the effective tax rate for bothsbeond quarter of 2015 and the first half of 26dfmpared to the comparable peri
in 2014was due primarily to the loss of a tax benefit agted with the U.S. manufacturing deduction, whichot expected to be available
2015.
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Business Segments

Industrial & Mobile

Three Months Ended June 30,

2015 2014 $ Change % Change
Net sales $211.: $254.° ($43.¢) (17.1)%
Net sales, excluding surcharges 181.¢ 197.¢ (16.0 (8.1)%
EBIT (18.¢) 20.1 (38.9) (193.5)¥
EBIT margin (8.9% 7.€% NM (1,680) bp
Shipments (in tons) 160,12« 169,00: (8,87¢) (5.3)%
Average selling price per ton, including surcharges $1,31¢ $1,50° (%189 (12.5)%
Industrial & Mobile Six Months Ended June 30,

2015 2014 $ Change % Change
Net sales $444.¢ $486.¢ ($41.9 (8.6)%
Net sales, excluding surcharges 370.¢ 377.2 (6.9 Q. 7%
EBIT (14.9) 47.2 (61.79) (130.2)%
EBIT margin (3.2% 9.7% NM (1,290) bp
Shipments (in tons) 324,29: 322,78¢ 1,50z 0.5%
Average selling price per ton, including surcharges $1,37: $1,50° ($13¢) (9.0)%

Industrial & Mobile segment net sales decreased@pidlion , or 17.1% , in the second quarter o12@ompared to the second
quarter of 2014 . Excluding surcharges, net sadesedised 8.1%The decrease was driven primarily by lower volush1% in the secoi
quarter of 2015 compared to second quarter of 201the industrial market sector, which was neg#ivepacted by weak mining a
declining oil and gas endharket demands. This decrease was partially offgebcreased volume in the mobile market sectds%ffor the
second quarter of 2015 compared to the secondeguar2014 as a result of continued strong demaridbirth American automotive.

Industrial & Mobile segment net sales decreased%#lllion , or 8.6% , in the first half of 2015 mpared to the first half of 2014
Excluding surcharges, net sales decreased 1.T#& decrease was due primarily to changes inyatoghix as shipping volume remair
approximately flat compared to 2015.

EBIT decreased $38.9 million , or 193.5% , in theceand quarter of 2015 due to higher allocated manufaoturcosts ¢
approximately $21 million, raw material spread ppeoximately $13 million and lower volume of appimately $5 million.

EBIT decreased $61.7 million , or 130.2% , in tirstfhalf of 2015 compared to the first half of 20due to higher allocat
manufacturing costs of approximately $32 milliordaaw material spread of approximately $26 million.

Energy & Distribution Three Months Ended June 30,

2015 2014 $ Change % Change
Net sales $67.1 $187.¢ ($120.9) (64.2)%
Net sales, excluding surcharges 57.¢ 141.¢ (84.0 (59.2)%
EBIT (21.0 28.2 (49.2) (174.5)%
EBIT margin (31.9% 15.(% NM (4,630) bp
Shipments (in tons) 51,81: 120,46: (68,649 (57.0)%
Average selling price per ton, including surcharges $1,29¢ $1,55° ($262) (16.8)%

20




Table of Contents

Energy & Distribution

Six Months Ended June 30,

2015 2014 $ Change % Change
Net sales $222.: $345.; ($122.9) (35.6)%
Net sales, excluding surcharges 182.t 262.¢ (80.7) (30.5)%
EBIT (16.9) 56.4 (72.¢) (129.1)%
EBIT margin (7.9% 16.2% NM (2,370) bp
Shipments (in tons) 158,74 216,54 (57,800 (26.7)%
Average selling price per ton, including surcharges $1,40( $1,59: ($199 (12.2)%

Energy & Distribution segment net sales decread2®8 million , or 64.2% , during the second quanfe2015 compared to the
second quarter of 2014 . Excluding surchargessales decreased 59.2%he decrease was driven by a 77% decline in veltoithe energ
end market due to reduced demand for eneetpted products as a result of the drop in rignt@and higher customer inventory lev
Shipments to industrial distributors in the secqndrter of 2015 declined 33% compared to the seqoaader of 2014lue to reduced dema
from mining and industrial equipment end markett gupport U.S.-based fracking.

Energy & Distribution segment net sales decread®?$ million , or 35.6% , during the first half 2015compared to the first hi
of 2014 . Excluding surcharges, net sales decre23&86. The decrease was driven by a 43% decline in veltorihe energy end market
a decrease of 7% in the industrial distribution eradket for the first half of 2015 compared to tingt half of 2014.

EBIT decreased $49.2 million , or 174.5% , during second quarter of 2015 compared to the segoader of 2014. The decre.
was driven by lower volume of approximately $27lioil, higher allocated manufacturing costs of agpnately $11 million and the re
material spread of approximately $6 million.

EBIT decreased $72.8 million , or 129.1% uring the first half of 2015 compared to theffinalf of 2014. The decrease was dr
by lower volume of approximately $24 million, highallocated manufacturing costs of approximately $dillion, raw material spread
approximately $15 million and price/mix of approxtaly $9 million.

Unallocated Three Months Ended June 30,

2015 2014 $ Change % Change
LIFO $6.C ($1.9 $7.4 (528.6)¥
Corporate expenses (4.2) (1.8 (2.9 127.8%
Unallocated 1.¢ (3.2 5.1 (159.4)%
Unallocated % to net sales 0.7% (0.7% NM 140 bp:
Unallocated Six Months Ended June 30,

2015 2014 $ Change % Change
LIFO $12.( ($1.¢) $13.¢ (766.7)%
Corporate expenses (8.0 (6.2) (1.9 31.1%
Unallocated 4.C (7.9 11.€ (150.6)¥%
Unallocated % to net sales 0.€% (0.9% NM 150 bp:

Unallocated are costs associated with strategpotate development, tax, treasury, legal, inteandlit, LIFO and general

administration expenses. Unallocated costs deatessd million for the second quarter of 2015 add.® million for the first half oR01E
due primarily to increased LIFO income of $7.4 il and $13.8 millionfor the second quarter and first half, respectiv€prporat
expenses increased $2.3 million and $1.9 milfmmthe second quarter and first half, respectivelye primarily to additional costs to ope
as a stand-alone independent organization.
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Net Sales, Excluding Surcharges

This Managemens’ Discussion and Analysis of Financial Conditiord dResults of Operations includes discussions ofsaét:
adjusted to exclude raw material surcharges, wigphesents a financial measure that has not beemueed in accordance with U.S. GA;
Generally, as we experience fluctuations in outs;ose reflect them as increases or decreasesgirour customer surcharge mechar
with the goal of being essentially cost neutral. Wédieve presenting net sales to exclude surchgsg®sdes a more consistent basis
comparing our core operating results.

TimkenSteel Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014

Net sales $278.: $442.; $666.¢ $831.7

Less: surcharge revenue 38.4 102. 113t 191.¢

Net sales, excluding surcharges $239.¢ $339.¢ $553.¢ $639.¢

Industrial & Mobile Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014

Net sales $211.: $254.7 $444.¢ $486.-

Less: surcharge revenue 29.2 56.¢ 73.7 109.:

Net sales, excluding surcharges $181.¢ $197.¢ $370.¢ $377.:

Energy & Distribution Three Months Ended June 30, Six Months Ended June 30,

2015 2014 2015 2014
Net sales $67.1 $187.5 $222.7 $345.;
Less: surcharge revenue 9.2 45.€ 39.¢ 82.€
Net sales, excluding surcharges $57.¢ $141.¢ $182.f $262.¢

The Balance Sheet

The following discussion is a comparison of the uttited Consolidated Balance Sheets as of June@(y andDecember 3:

2014 :
June 30, December 31,

Current Assets 2015 2014

Cash and cash equivalents $35.7 $34.5
Accounts receivable, net 115. 167.1
Inventories, net 229t 293.¢
Deferred income taxes 20.2 20.2
Prepaid expenses 10.C 28.C
Other current assets 9.3 7.€
Total Current Assets $420.: $551.:

Refer to the “Liquidity and Capital Resources” gattin this Management's Discussion and Analysifiogncial Condition and

Results of Operations for a discussion of the changash and cash equivalents. Accounts receivaldereased $51.8 milligorimarily due
to lower sales in the second quarter of 2015 coatp& the fourth quarter of 2014. Inventories daseel by $64.3 milliomlue to efforts t
reduce inventory to align with anticipated saletum@es as well as lower scrap cost compared to 2Pfepaid expenses decreasedsib§.(
million due primarily to the refund of a tax receble that existed as of December 31, 2014 .
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June 30, December 31,
Property, Plant and Equipment 2015 2014

Property, plant and equipment, net $764. $771.¢

Property, plant and equipment, net decreased $iflidmfrom the balance as of December 31, 201#e @ecrease in property, plant
and equipment, net was due to depreciation expeinapproximately $34 milliompartially offset by capital expenditures, excludexgrruals
of approximately $27 million during the first half 2015.

June 30, December 31,
Other Assets 2015 2014
Pension assets $10.< $8.C
Intangible assets, net 31.€ 30.2
Other non-current assets 205 2.€
Total Other Assets $44.¢ $40.¢

Intangible assets, net increased $1.3 million ftbenbalance as of December 31, 2014 . The incirastangible assets, net was
driven by approximately $4 million of expendituifes capitalized software partially offset by appiroately $3 millionof amortization in th
first half of 2015.

June 30, December 31,

Liabilities and Shareholders’ Equity 2015 2014

Current liabilities $133.¢ $225.¢
Long-term debt 175.2 185.2
Accrued pension and postretirement cost 110.1 119.1
Deferred income taxes 69.¢ 75.1
Other non-current liabilities 10.C 11.1
Total shareholders’ equity 729.¢ 748.1
Total Liabilities and Shareholders’ Equity $1,229.( $1,364..

Current liabilities decreased to $133.9 millioro&dune 30, 2015 as compared to $225.5 millionf&ecember 31, 2014 . The
decrease was due primarily to a decrease in aceqayable of approximately $58 milliesulting from lower inventory purchases
discussed above, as well as a decrease of apprelym®25 million in accrued salaries, wages and benefits driven higy viariabl
compensation payout made to employees in theduatter of 2015 related to 2014 year-end performabhongterm debt decreased for
period due to repayments on our revolving credilitg. Non-current accrued pension and postretirement costdsed as a result
payments on the postretirement plans partiallyedffsy the recognition of the first half expenseeTdecrease in our nanirent deferre
income taxes related primarily to the increase ofi-current deferred tax assets related to net operdtisses partially offset by t
recognition of the non-current deferred tax lidiitielated to pension and postretirement expendaglthe first half of 2015. Refer to Note 8 -
“ Changes in Shareholders' Equityiri the Notes to our Unaudited Consolidated FindnSimtements for details of the decreas
shareholders’ equity.

Liquidity and Capital Resources

Based on historical performance and current exfien&® we believe our cash and cash equivalengsscéish generated from
operations, availability under our credit facilignd our ability to access capital markets will sfgtiour working capital needs, cap
expenditures, quarterly dividends, share repurchasd other liquidity requirements associated withoperations for at least the next twi
months.
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Cash Flows

The following table reflects the major categoriéscash flows for the six months ended June 30, 2811d 2014. For additione
details, please see the Unaudited ConsolidatedrSémits of Cash Flows contained elsewhere in trasteplly report.

Cash Flows Six Months Ended June 30,
2015 2014
Net cash provided by operating activities $62.2 $55.5
Net cash used by investing activities (34.9) (65.6)
Net cash (used) provided by financing activities (26.7) 53.¢
Increase in Cash and Cash Equivalents $1.2 $43.7

Operating activities

Net cash provided by operating activities for tie months ended June 30, 2015 and 2014 was $62ldmand $55.5 million,
respectively. The $6.7 millioimcrease was primarily the result of cash provibdgdhe changes in our accounts receivable, invesgonet an
prepaid expense balances offset by an approxim@&8&ymillion decrease in net income as well as an increasedfuseh related to chang
in our accounts payable and other accrued expeaiaades.

Investing activities

Net cash used by investing activities for the signths ended June 30, 2015 and 2014 was $34.3 miliw $65.6 million,
respectively. Cash used for investing activitiegsnarily relates to capital investments in our praiitan processes. Capital spending decre
approximately $31 milliordue to lower spending related to the jumbo bloomiced caster on completion of the project comparethe firs
half of 2014.

Our business sometimes requires capital investntermsmain competitive and to ensure we can impfgragrategic initiatives. O
$77.6 million construction in aprogress balancef@dune 30, 201&cludes: (a) $33 million relating to growth initiees (i.e., new produ
offerings, additional capacity and new capabiljtiead continuous improvement projects; and (b) B84ion relating primarily to routin
capital costs to maintain the reliability, integrand safety of our manufacturing equipment andifies. We expect to incur approximat
$47 million of additional costs including approxitely $29 million relating to additional growth ird@tives and continuous improvement
approximately $18 million of additional costs tongolete other remaining projects. These additionatare expected to be incurred du
the next one to three years.

Financing activities

Net cash used by financing activities for the sianths ended June 30, 2015 was $26.7 miliompared to net cash provided
financing activities of $53.8 milliofor the six months ended June 30, 2014. The chamgedue primarily to cash dividends of approximg
$13 million paid to shareholders, $10 million net repaymentdeurthe credit facility, the repurchase of outstagdshares at a cost
approximately $3 million and share-based compemsadictivity of approximately $2 million for the simonths ended June 30, 2015
Financing activities for the six months ended J80Ae 2014consisted of $100 million borrowings under the dréacility offset by a $5
million dividend to Timken in connection with thpisoff.

Credit Facility

On June 30, 2014, we entered into a credit facilityy JPMorgan Chase Bank, N.A., as administratigent, PNC Bank, Natior
Association, as syndication agent, Bank of Ameri¢a. and HSBC Bank USA, National Association, asdocumentation agents, and
other lenders and arrangers party thereto. Thetdiadlity has a term of five years through Jure 2019and provides for a committ
revolving credit line of up to $300.0 millianThe credit facility includes an expansion optédlowing us to request additional commitment
up to $150.0 millionin term loans or revolving credit commitments, sabjto certain conditions and approvals as seh fortthe cred
agreement. The credit facility provides a $50.0lionl sublimit for multicurrency loans, a $50.0 ot sublimit for letters of credit and
$30.0 million sublimit for swing line loans.

We are required to maintain a certain capitalizatitio and interest coverage ratio as well asmmimn liquidity balances as set fc
in our credit agreement. As of June 30, 201% were in compliance with these ratios and dguirequirements, as well as the additic
covenants contained in the credit agreement. Thémuan consolidated capitalization ratio permittester the credit facility is 0.50. As
June 30, 2015, our consolidated capitalizatioio raas 0.19. The minimum consolidated interest
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coverage ratio permitted under the credit facibty.0. As of June 30, 201%ur consolidated interest coverage ratio was.8h@ minimun
liquidity required under the credit facility is $Bdillion. As of June 30, 2015, our liquidity wa$30.7 million.

We expect to remain in compliance with our debter@ants. However, we may need to limit our borrowimmg the revolvin
commitment in order to remain in compliance. Adofie 30, 2015we are currently able to borrow the full amouvaitable under our crec
facility and still remain in compliance with ourlitecovenants. The amount available under the cfadiiity as of June 30, 2015 w&454.
million .

Dividends and Share Repurchases

On August 12, 2015, our Board of Directors declaeaglarterly cash dividend of $0.14 cents per shre dividend will be paid ¢
September 10, 2015 to shareholders of record Asigidist 27, 2015.

On August 6, 2014, our Board of Directors approaedhare repurchase plan pursuant to which we npayalease up to three milli
of our outstanding common shares in the aggre@ais.share repurchase plan expires on Decemb&03®6, We may repurchase such st
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 diseemurchases at any time or from time to time outtprior notice. We may make
or part of these purchases pursuant to accelesdtack repurchases or Rule 10b5-1 plans. From iiecegtrough June 30, 2015%$33.t
million was used to repurchase 929,185 shares uhdeshare repurchase plan. Common shares repacthes held as treasury shares.

Critical Accounting Policies and Estimates

Our financial statements are prepared in accordavite U.S. GAAP. The preparation of these financs&htements requir
management to make estimates and assumptionstfibettthe reported amounts of assets and liakslisiethe date of the financial statem
and the reported amounts of revenues and expensieg dhe periods presented. We review our critexaounting policies throughout
year.

There have been no material changes to these gmlitiring the six months ended June 30, 20E6r a summary of the critic
accounting policies and estimates that we usebampteparation of our Unaudited Consolidated Firsr8tatements, see our Annual Re
on Form 10-K for the year ended December 31, 20éd With the SEC on March 2, 2015.

New Accounting Guidance
See Note 2 to our Unaudited Consolidated Finar&talements entitled “ Recent Accounting Pronounegsn&for a discussion

recently issued accounting pronouncements.
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Forward-Looking Statements

Certain statements set forth in this FormQ@including our forecasts, beliefs and expectatjdhat are not historical in nature
“forward-looking” statements within the meaning thfe Private Securities Litigation Reform Act of H99n particular, Managemest’
Discussion and Analysis of Financial Condition d@elsults of Operations contains numerous forwaréia@p statements. Forwatdeking
statements generally will be accompanied by worgshsas “anticipate,” “believe,” “could,” “estimate’jexpect,” “forecast,” “outlook,”
“intend,” “may,” “plan,” “possible,” “potential,” predict,” “project,” “seek,” “should,” “target,” “wuld,” or other similar words, phrases
expressions that convey the uncertainty of futurents or outcomes. You are cautioned not to plawtue reliance on forwaridoking
statements, which speak only as of the date of Fbisn 10Q. We caution readers that actual results may rdiffaterially from thos
expressed or implied in forward-looking statememéggle by or on behalf of us due to a variety ofdes;tsuch as:

" ou

e our ability to realize the expected benefits of $paoff from The Timken Compar
» the costs associated with being an independenicpedrinpany, which may be higher than anticip

» deterioration in world economic conditions, or goaromic conditions in any of the geographic regionahich we conduct busine
including additional adverse effects from globabmamic slowdown, terrorism or hostilities. This lindes: political risks associal
with the potential instability of governments aratjdl systems in countries in which we or our custi@ctonduct business, ¢
changes in currency valuations;

» the effects of fluctuations in customer demand @les product mix and prices in the industries iclv we operate. This includ:
our ability to respond to rapid changes in custoohemand; the effects of customer bankruptcies quidations; the impact
changes in industrial business cycles; and whetheditions of fair trade continue in the U.S. maske

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

» changes in operating costs, including the effeath@inges in our manufacturing processes; changessis associated with vary
levels of operations and manufacturing capacitygilafility of raw materials and energy; our ability mitigate the impact «
fluctuations in raw materials and energy costs #ral effectiveness of our surcharge mechanism; @wing the expected co
associated with product warranty claims; changsgltieg from inventory management, cost reductitidtives 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 (including jumbo bloom vertical cas
and advanced quench-atemper facility); the ability to integrate acquiredmpanies; the ability of acquired companies toiec
satisfactory operating results, including resuksny accretive to earnings; and our ability to rteiim appropriate relations w
unions that represent our associates in certaatitots in order to avoid disruptions of business;

e unanticipated litigation, claims or assessmentsluding claims or problems related to intellectpabperty, product liability ¢
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 obligatiomgldnvestment performance; and/or customer demaddtee ability of customers
obtain financing to purchase our products or eqeipnthat contain our products; and the amount gfdividend declared by o
Board of Directors on our common shares and theuaireind timing of any repurchases of our commomeshand

» those items identified under “Risk Factors” umr &nnual Report on Form 1K-for the year ended December 31, 2014 filed whi
SEC.

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 dened to be a complete list. Except as requirethbyederal securities laws, we undertak
obligation to publicly update or revise any forwdodking statement, whether as a result of newrim#tion, future events or otherwise.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
Interest Rate Risk

Our borrowings consist entirely of variabigte debt, principally borrowings under our revolyicredit facility. We are exposed to
risk of rising interest rates to the extent we fund operations with these variable-rate borrowings of June 30, 2015 , we ha$&75.:
million of aggregate debt outstanding, all of whaznsists of debt with variable interest rates.eBlasn the amount of debt with varialbee
interest outstanding, a 1% rise in interest ratealévresult in an increase in interest expenseppfaimately $1.8 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 conaglato foreign currencies may impact our earningsodgaphically, our sales
primarily made to customers in the United Statagréhcy fluctuations could impact us to the exthiely 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 exptisethrket risk with respect to commodity price fluations, primarily related to ¢
purchases of raw materials and energy, principadlsap steel, other ferrous and rferrous metals, alloys, natural gas and electr
Whenever possible, we manage our exposure to coityrmigks primarily through the use of supplierging agreements that enable u
establish the purchase prices for certain inpwasdhe used in our manufacturing business. Weetdiraw material surcharge as a compc
of pricing steel to pass through the cost increa$ssrap, alloys and other raw materials, as a&latural gas. From time to time, we may
derivative financial instruments to hedge a portddrour exposure to price risk related to natus gnd electricity purchases. In period
stable demand for our products, the surcharge mésrthahas worked effectively to reduce the normaktiag in passing through higher |
material costs so that we can maintain our grosgima When demand and cost of raw materials ietolWwowever, the surcharge impi
sales prices to a lesser extent.

ITEM 4. CONTROLS AND PROCEDURES
(a) Disclosure Controls and Procedt

As of the end of the period covered by this qufrteeport, we carried out an evaluation, under servision and with tl
participation of our management, including our pifpl executive officer and principal financial ioffr, of the effectiveness of 1
design and operation of our disclosure controls pratedures (as defined in Exchange Act Rulel&&)). Based upon tt
evaluation, the principal executive officer andnpipal financial officer concluded that our disalos controls and procedures w
effective as of the end of the period covered Iy duarterly report.

(b) Changes in Internal Control Over Financial Repg

During the Company’s most recent fiscal quarteeréhhave been no changes in the Comgaimternal control over financ
reporting that have materially affected, or aresosably likely to materially affect, the Compasyhternal control over financ
reporting.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

We are involved in various claims and legal actiansing in the ordinary course of business. Indpmion of our management,
ultimate disposition of these matters will not havmaterial adverse effect on our consolidatedhfired position, results of operations or ¢
flows.

Item 1A. Risk Factors
We are subject to various risks and uncertaintiegbé course of our business. The discussion df gaks and uncertainties may

found under “Risk Factors” in our Annual Reportfeorm 10-K filed with the SEC. There have been ntemi@ changes to such risk factors.
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds

The following table provides information about pumses by the Company of its common shares durmgjtlarter endedune 3(

2015.
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 @
4/01/15 — 4/30/15 11¢ $26.2¢ — 2,070,81!
5/01/15 - 5/31/15 1,95¢ $31.8¢ — 2,070,81!
6/01/15 — 6/30/15 4 $31.2: — 2,070,81!
Total 2,07¢ $31.57 — 2,070,81!

(1) Consists of shares surrendered or deemednsiemed to the Company in connection with the Comisastockbased compensati
plans in April, May and June.

(2) On August 6, 2014, the Company announced that é@rdB of Directors approved a share repurchase mlasuant to which t
Company may repurchase up to 3 million of its comrebares in the aggregate. This share repurchasesgpires on December
2016. The Company may repurchase such shares ifmrtd time in open market purchases or privatelgatiated transactions. T
Company may make all or part of these repurchasessignt to accelerated share repurchases or Rofellflans.
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Iltem 6. Exhibits

Exhibit Number

Exhibit Description

31.1* Certification of the Chief Executive Officer pursiido Rule 13a-14 of the Exchange Act, as adojersuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
31.2* Certification of the Chief Financial Officer pursudao Rule 13a-14 of the Exchange Act, as adogtedsuant 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.
101.INS* XBRL Instance Document
101.SCH* XBRL Taxonomy Extension Schema Document
101.PRE* XBRL Taxonomy Extension Presentation Linkbase Doenim
101.CAL* XBRL Taxonomy Extension Calculation Linkbase Docutne
101.LAB* XBRL Taxonomy Extension Label Linkbase Document
101.DEF* XBRL Taxonomy Extension Definition Linkbase Docurhen
* Filed herewith.
*x Furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causiedréport to be signed on its
behalf by the undersigned thereunto duly authorized

TIMKENSTEEL CORPORATION

Date: August 13, 2015 /sl Christopher J. Holding

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

Exhibit Number  Exhibit Description

31.1 Certification of the Chief Executive Officer pursiido Rule 13a-14 of the Exchange Act, as adogtesuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
31.2 Certification of the Chief Financial Officer pursudao Rule 13a-14 of the Exchange Act, as adogtedsuant 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.
101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenim
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docune
101.LAB XBRL Taxonomy Extension Label Linkbase Document
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen
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