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 CONFIDENTIAL 

Analysis for Office of Congressional Ethics 
Review No. 21-9221 
Ankura Consulting Group, May 24, 20211 

 

I. Introduction 

1. We have been asked by the Office of Congressional Ethics, as part of the 

OCE Review No. 21-9221, to analyze and provide our opinion as to whether the 

purchase of common stock of Cleveland-Cliffs, Inc. by Victoria Kelly, the spouse of 

Representative Mike Kelly, may be deemed to constitute trading on the basis of 

material, nonpublic information and may therefore have been in violation of Federal law 

related to insider trading. 

2. U.S. securities law, under the authority of the Securities Exchange Act 

1934, has created a two-part test for prohibited insider trading.  In simplest terms, the 

first part is that insider trading pertains to purchasing or selling securities on the basis of 

material non-public information.  The second part is that the individual trading the 

securities must have violated a duty not to trade on such information stemming from the 

individual’s position as a corporate insider or some other position of trust or have been 

tipped by such an individual.2  

 
1 This report was prepared by an Ankura team led by , Senior Managing Director 

@ankura.com), and including , Senior Director, and , Senior 
Associate. 
2 See, for example, Bryan B. House and Joseph D. Edmondson, § 5.04, Implied Civil Liabilities under Section 10(b) 
and Rule 10b-5, in Federal Securities Exchange Act of 1934, Matthew Bender & Company, Inc., 2021. 
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3. The Stop Trading on Congressional Knowledge Act of 2012 (“STOCK 

Act”) added Section 21A(g) to the Securities Exchange Act of 1934.  This provides that, 

with regard to insider trading prohibitions, “each Member of Congress...owes a duty 

arising from a relationship of trust and confidence to the Congress, the United States 

Government, and the citizens of the United States with respect to material, nonpublic 

information derived from such person’s position as a Member of Congress...”.  SEC 

Rule 10b5-2 generally extends “duties of trust or confidence” in insider trading cases to 

spouses of those with a primary duty of trust or confidence.3  

4. Our analysis has three parts.  We first consider the investment of Ms. 

Kelly in Cleveland-Cliffs, and the degree to which was either routine or atypical of the 

Kellys’ investment behavior.  To the extent the Cleveland-Cliffs investment was atypical, 

the possibility that Ms. Kelly came into possession of material non-public information 

regarding the company may have been one explanation.  On the other hand, an 

investment that appears entirely routine is less likely to have been undertaken on the 

basis of material nonpublic information that indicated the likelihood of high risk-adjusted 

returns. 

5. We next consider what nonpublic information may have been available to 

Ms. Kelly at the time of her investment in Cleveland-Cliffs.  We make use of documents 

that have been provided to the OCE regarding communications between Cleveland-

Cliffs, the Department of Commerce (“DOC”), and Rep. Kelly’s office.4  We note that we 

 
3 See 17 CFR § 240.10b5-2. 
4 All references in this report to Rep. Kelly refer to Representative Mike Kelly. 
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do not have any direct evidence on whether information regarding the DOC’s intent to 

open a Section 232 investigation reaching Rep. Kelly’s office was in fact communicated 

to Rep. Kelly himself or to Ms. Kelly in advance of her investment in Cleveland-Cliffs.  

6. Finally, we evaluate whether the nonpublic information available to Rep. 

Kelly’s office (and presumably to Ms. Kelly) would be considered material.  Our 

standard for materiality, discussed in greater detail below, is whether the information 

changed the total mix of information sufficiently to change the investment decision of a 

reasonable investor.  The economic context for such analysis is the principle that 

investors are primarily concerned with the expected return and risk of their 

investments.5  Information matters to such investors and is “material” to the extent that it 

bears on either the expected return or the risk of that investment sufficiently to be 

relevant to their investment decisions.  An important component of this analysis is an 

“event study” of the impact on Cleveland-Cliffs stock price of the public release of the 

previously nonpublic information related to the initiation of the Section 232 investigation.  

We also consider other information that indicated whether the information was material. 

7. Our findings, detailed in this report, may be summarized as follows: 

a) Ms. Kelly’s purchase of Cleveland-Cliffs stock on April 29, 2020 represented a 

sharp departure from her investment behavior, leading to the inference that 

this investment was due to some special event or consideration, such as the 

receipt of material nonpublic information. 

 
5 Investors may of course have a variety of other, non-pecuniary objectives for making particular investments.  We 
do not consider such objectives in this report. 



Analysis for Office of Congressional Ethics Review No. 21-9221 CONFIDENTIAL 
Ankura Consulting Group 5/24/2021 
 

4 
 

b) The intention of the DOC to initiate a Section 232 investigation into electrical 

transformers and coils was nonpublic information communicated to Rep. 

Kelly’s office on April 28, 2020, a day before Ms. Kelly’s investment in 

Cleveland-Cliffs. 

c) There is substantial doubt as to whether the information regarding the DOC’s 

initiation of the Section 232 was material to investors in Cleveland-Cliffs.  

Among other factors, our event-study analysis does not find a statistically 

significant price reaction to the announcement of the investigation after 

market-close on May 4, 2020. 

d) Although Ms. Kelly may have traded while possessing nonpublic information, 

the evident lack of materiality of this information makes it unlikely, in our view, 

that she would be found to have violated Federal law against insider trading. 

II. Background 

8. Section 232 of the Trade Expansion Act of 1962 allows the President of 

the United States to impose restrictions on specific imports based on a DOC 

investigation concluding that the product(s) are “being imported into the United States in 

such quantities or under such circumstances as to threaten to impair the national 

security.”6  Once an investigation is initiated by the DOC, government officials (and 

sometimes the public) are consulted, and a report on the DOC's findings and 

recommendations is submitted to the President within 270 days.  If the DOC concludes 

the imports constitute a threat to impair national security, the President has 90 days to 

 
6 19 U.S. Code § 1862. 
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determine whether to concur with the finding of the Commerce Secretary and, if so, 

another 15 days to “take action to adjust imports.”7 

9. In 2017, the Trump Administration initiated the first Section 232 

investigation since February 2001.8  In total, the Trump Administration initiated eight 

Section 232 investigations, five of which resulted in reports by the DOC.9  All five 

reports concluded that the investigated import(s) threatened to impair national security 

(prior to those, the last positive DOC finding was in 1999).10,11  President Trump 

concurred and acted on four of the five positive DOC reports, including imposing tariffs 

on steel and aluminum imports on March 23, 2018.  Exhibit 1 within the Appendix (at the 

end of this report) summarizes the Section 232 investigations initiated under the Trump 

Administration. 

10. On May 4, 2020, the DOC initiated a Section 232 investigation into imports 

of electrical transformers and components.  The DOC’s initial investigation statement 

referred to laminations and cores as “critical transformer components” made from grain-

oriented electrical steel (“GOES”), an electrical steel “necessary for power distribution 

transformers.”12  

 
7 Ibid. 
8 Prior to the Trump Administration, the last Section 232 investigation was a February 2001 investigation into iron 
ore and semi-finished steel. See: 
https://www.bis.doc.gov/index.php/other-areas/office-of-technology-evaluation-ote/section-232-investigations 
9 "Trump Administration Tariff Actions: Frequently Asked Questions," Congressional Research Service, December 
15, 2020 (Update). 
10 Ibid. 
11 Prior to the Trump Administration, the last positive conclusion by the DOC was on imports of crude oil. See: 
https://www.bis.doc.gov/index.php/other-areas/office-of-technology-evaluation-ote/section-232-investigations 
12 "U.S. Secretary of Commerce Wilbur Ross to Initiate Section 232 Investigation into Imports of Laminations and 
Wound Cores for Incorporation into Transformers, Electrical Transformers, and Transformer Regulators," 
Department of Commerce, May 4, 2020. 
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11. GOES is a steel product “specially processed so that optimal magnetic 

properties are developed.”13  Since 2016, the sole U.S. producer of GOES has been AK 

Steel/Cleveland-Cliffs.14  AK Steel claimed that following the inclusion of GOES in the 

Trump Administration’s March 2018 steel tariffs, domestic prices were suppressed due 

to imports of downstream products made principally of GOES (e.g., laminations and 

cores).15  

12. According to The Core Coalition, in 2019 (the first year after the original 

steel tariffs), U.S. imports of GOES metal dropped by about 31,000 tons (-52.5%) while 

the estimated imports of GOES as cores, stacks and laminations increased by about 

25,000 tons (+57%).16  That year, despite contributing an estimated $425 million to 

$511 million in sales to AK Steel (see Exhibit 2), GOES reportedly generated about $40 

million in EBITDA losses to the firm.17 

13. In March 2020, AK Steel merged with Cleveland-Cliffs, Inc.  As shown in 

Exhibit 3, on March 5, 2020, about two weeks prior to consummation of the deal, 

Lourenco C. Goncalves, the CEO of Cleveland-Cliffs, warned that due to imports of 

laminations and cores, the company’s two GOES plants, located in Zanesville, Ohio and 

 
13 The definition of GOES obtained from “Electrical Steel and Transformer-Related Parts 232 Survey,” Bureau of 
Industry and Security, 2020. 
14 In 2016 Allegheny Technologies, Inc exited the market for GOES. See “ATI Exits GOES Business, AK Steel Last US 
GOES Producer,” MetalMiner, November 9, 2016. 
15 AK Steel SEC Form 10-K, filed February 20, 2020. 
16 In 2019, U.S. imports of GOES dropped by 31,000 tons (from 59,000 in 2018 to 28,000 in 2019), while the 
estimated volume of GOES imported as cores, stacks, and laminations increased by 24,764 tons (43,373 in 2018 to 
68,137 in 2019). See Table 1 and Table 2 of “Public Comments on behalf of The Core Coalition LLC” submission to 
the U.S. Department of Commerce (pursuant to the May 19, 2020 Federal Register Document 2020-10715), dated 
July 3, 2020. 
17 See “Q1 2020 ClevelandCliffs Inc Earnings Call – Final,” CQ FD Disclosure, May 11, 2020. 
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Butler, Pennsylvania, were unprofitable and would close unless those components were 

included in Section 232 tariffs.18   

14. In the two months that followed, pressure for Section 232 action was 

evident in both public and private communications. On March 6, 2020, the day after Mr. 

Goncalves’s warning, Rep. Kelly, along with Rep. Troy Balderson of Ohio, sent the 

Trump Administration an open letter imploring the DOC to address imports of “minimally 

transformed” GOES.19  On April 15, 2020, they and several additional Representatives 

sent a second open letter to the Administration.20  Intensive communication between 

Cleveland-Cliffs, the DOC, and key legislators occurred in late April 2020, culminating 

the DOC initiating a Section 232 investigation into electrical transformers & components 

on May 4, 2020.  

III. Investment activity of Victoria Kelly 

15. Title I of the Ethics in Government Act of 1978 requires members of the 

U.S. House of Representatives to file Financial Disclosure Statements with the Clerk of 

the House of Representatives.  Among other information, these statements report year-

end assets valued at more than $1,000 held by the member, member’s spouse, and any 

dependent children.21  In addition, the STOCK Act requires members of Congress, their 

spouses, and any dependent children to file Periodic Transaction Reports (“PTRs”) for 

 
18 "AK Steel buyer warns of plant closures without stronger U.S. import curbs," Reuters, March 5, 2020. 
19 Letter signed by Rep. Kelly and Rep. Balderson to President Trump, Congress of the United States, March 6, 
2020. 
20 Letter signed by Rep. Kelly and Rep. Kaptur to President Trump, Congress of the United States, April 15, 2020. 
21 Ethics in Government Act of 1978, Pub. L. No. 95-521. 
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all financial securities transactions exceeding $1,000 within 30 days of notice of the 

transaction.22 

16. On April 29, 2020, before the DOC’s Section 232 investigation was 

initiated, Victoria Kelly purchased between $15,001 and $50,000 worth of Cleveland-

Cliffs stock.  Rep. Kelly reported this transaction in a PTR submitted May 15, 2020.23  

On February 12, 2021, Rep. Kelly submitted another PTR indicating that Ms. Kelly had 

sold between $50,001 and $100,000 of Cleveland-Cliffs’ stock on January 11, 2021.24 

17. The Cleveland-Cliffs investment was a relatively small portion of the 

Kellys’ overall investment portfolio.  The Kellys’ overall investment portfolio at year-end 

2019 fell in a range between $4.3 million and $9.9 million in total value.  See Exhibit 4.  

Based on this overall portfolio value, Ms. Kelly’s $15,001-50,000 Cleveland-Cliffs 

investment on April 29, 2020 was at most 1.14% of their total investment portfolio.  

18. Rep. Mike Kelly’s 2018 Financial Disclosure Statement reports holdings in 

61 individual stocks.  See Exhibit 5.  On May 28, 2019 the Kellys reported their last 

stock purchase of the 2019 calendar year before liquidating all single stock positions 

and investing in mutual funds in June 2019.25  Cleveland-Cliffs was the only single stock 

the Kellys held in their portfolio in 2020.26 

19. Other notable aspects of the Cleveland-Cliffs investment include: 

 
22 U.S House of Representatives Committee on Ethics Instruction Guide - Financial Disclosure Statements and 
Periodic Transaction Reports – Calendar Year 2020; Congressional Research Service - The STOCK Act, Insider 
Trading, and Public Financial Reporting by Federal Officials (April 18, 2013) 
23 May 15, 2020 George (Mike) Kelly, Jr. Periodic Transaction Report 
24 February 12, 2021 George (Mike) Kelly, Jr. Periodic Transaction Report 
25 George (Mike) Kelly, Jr. Financial Disclosure Statements (2019) Schedule B 
26 George (Mike) Kelly, Jr. Financial Disclosure Statements (2019) Schedule A; 2020 Periodic Transaction Reports 
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a) Cleveland-Cliffs had a substantially smaller stock market capitalization than 

the stocks the Kellys purchased in 2019.27 

b) Most of Victoria Kelly’s earlier single-stock investments involved purchases 

spread over multiple days.  See Exhibit 6.  In contrast, her entire Cleveland-

Cliffs investment was made on a single day. 

c) The size of the Cleveland-Cliffs position investment was comparable in size to 

those of the Kellys’ other single stock positions held in 2018 and the first half 

of 2019.  See Exhibit 5.  

20. In summary, Victoria Kelly’s investment in Cleveland-Cliffs represented a 

clear departure from her investment practices at the time.  It was her first purchase of a 

single stock (as opposed to a bond or mutual fund) in eleven months and her first 

holding of a single stock in ten months.  Based on market capitalization, Cleveland-Cliffs 

was a substantially smaller stock that her 2019 stock investments.  She also made her 

investment in Cleveland-Cliffs more quickly than most of her earlier investments.  On 

the other hand, the amount of her investment in Cleveland-Cliffs was in line with her 

earlier stock investments. 

IV. Timing of information related to Section 232 investigation 

21. Possible circumvention of Section 232 tariffs on GOES metal through 

imports of downstream products (and persistent requests for DOC action) were 

mentioned by market participants at least as early as 2018, as indicated in Exhibit 7. 

 
27 Market capitalization data from Bloomberg L.P.  The market capitalization of Cleveland-Cliffs on April 29, 2020 
was $1.9 billion.  Among the stocks purchased in 2019, the next smallest market capitalization was that of 
Ingersoll-Rand PLC, which was approximately $5.5 billion when purchased in April 2019. 
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Concerns regarding downstream GOES products—expressed both privately as well as 

through disclosures by Cleveland-Cliffs and statements by members of Congress—

predated the Trump Administration's implementation of steel tariffs in April 2018 and 

intensified after the December 3, 2019 announced acquisition of AK Steel by Cleveland-

Cliffs.  In the weeks leading up to the March 13, 2020 finalization of the AK Steel 

acquisition, the CEO of Cleveland-Cliffs threatened to close the two GOES plants in 

Pennsylvania and Ohio unless Section 232 action was taken, while Reps. Kelly & 

Balderson publicly wrote to President Trump. 

22. Lobbying for Section 232 tariffs on downstream GOES products intensified 

in April 2020, including in an additional letter to President Trump on April 15th led by 

Rep. Kelly and Rep. Kaptur and signed by 23 additional representatives.  Exhibit 8 also 

shows that private communications indicate Cleveland-Cliffs advised legislators and the 

DOC of the imminent closure of the two GOES steel plants by the end of April 2020 

unless action was taken. That month, the CEO of Cleveland-Cliffs continued to push for 

action through private communications with the DOC while publicly warning of inaction 

theretofore by Commerce Secretary Ross. 

23. On April 28, 2020, Cleveland-Cliffs informed Rep. Kelly’s office of the 

DOC’s intention to initiate a Section 232 investigation into transformer laminations and 

cores.  The DOC publicly disclosed its initiation of an investigation after the stock 

market closed in the afternoon of May 4, 2020. 
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V. Analysis of materiality 

24. The standard for materiality identified in Supreme Court decisions in the 

context of information omitted from a disclosure has been that “there must be a 

substantial likelihood that the disclosure of the omitted fact would have been viewed by 

the reasonable investor as having significantly altered the ‘total mix’ of information made 

available.”28  Courts have tended to place substantial weight on event-study analyses in 

assessing materiality, but have also considered other factors.29  The Supreme Court’s 

test has also been phrased as, “a fact is material if there is a substantial likelihood a 

reasonable investor would consider it important in making an investment decision.”30  In 

addition to analysis of the stock price reaction to the release of relevant news (event-

study analysis), courts have sometimes considered the impact of the issue on a 

company’s financials, focusing on the percentage change in (for example) earnings or 

revenue. They have emphasized, however, that should be no bright-line threshold for 

such percentages.31 

25. Courts have cited SEC Staff Accounting Bulletin No. 99 – Materiality, Aug. 

12, 1999.  The Bulletin states:  

One rule of thumb in particular suggests that the misstatement or omission 
of an item that falls under a 5% threshold is not material in the absence of 
particularly egregious circumstances, such as self-dealing or 
misappropriation by senior management. The staff reminds registrants 
and the auditors of their financial statements that exclusive reliance on this 

 
28 TSC Industries, Inc. v. Northway, Inc., 426 U.S. 438, 96 S. Ct. 2126 (1976). 
29 See Section 4.02, “The Concept of Materiality,” in Insider Trading: Liability and Compliance, Matthew Bender & 
Company, Inc., 2013. 
30 U.S. v. Bachynsky, 415 F. App'x 167 (11th Cir. 2011). 
31 See House and Edmondson, Section 4. 
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or any percentage or numerical threshold has no basis in the accounting 
literature or the law. 

The use of a percentage as a numerical threshold, such as 5%, may 
provide the basis for a preliminary assumption that – without considering 
all relevant circumstances – a deviation of less than the specified 
percentage with respect to a particular item on the registrant's financial 
statements is unlikely to be material. The staff has no objection to such a 
"rule of thumb" as an initial step in assessing materiality. But quantifying, 
in percentage terms, the magnitude of a misstatement is only the 
beginning of an analysis of materiality; it cannot appropriately be used as 
a substitute for a full analysis of all relevant considerations. Materiality 
concerns the significance of an item to users of a registrant's financial 
statements.  A matter is "material" if there is a substantial likelihood that a 
reasonable person would consider it important. In its Statement of 
Financial Accounting Concepts No. 2, the FASB stated the essence of the 
concept of materiality as follows: 

The omission or misstatement of an item in a financial report is 
material if, in the light of surrounding circumstances, the magnitude 
of the item is such that it is probable that the judgment of a 
reasonable person relying upon the report would have been 
changed or influenced by the inclusion or correction of the item. 

26. We conducted an “event study” analysis of the impact of the public 

announcement of the Commerce Department investigation.  An event study is a 

standard tool in financial economics and is frequently used in investigations and 

litigation related to information disclosures about corporations, including in securities 

class actions and in insider trading cases.  The theory of efficient financial markets 

holds that, to the extent information is important to investors’ assessment of the value of 

a security, the price of that security should react promptly to the public release of that 

information. 

27. An event study is based on a “market model,” which is a regression 

analysis of the relationship of the daily changes (or returns) in the prices of a company’s 
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common stock (or another security) with the returns of either broad market indices or 

indices of related companies.  For our analysis, we chose a market model relating 

Cleveland-Cliffs’s daily common stock returns with the daily returns of the S&P 

SmallCap 600 market index.  The market capitalization of Cleveland-Cliffs fell within the 

size range of companies included in this index.32  To ensure that our results were not 

sensitive to our choice of index, we also considered another market index (the Russell 

2000 Index), as well as an index of metals and mining stocks (the S&P Metals & Mining 

Select Industry Index).  We estimated the market model using daily returns over the 

period February 12, 2020 -September 25, 2020.  This was the period between a 

disclosure that AK Steel and Cleveland-Cliffs anticipated an earlier-than-expected 

consummation of their merger and a disclosure that Cleveland-Cliffs would acquire 

Arcelor-Mittal USA.33  The nature and composition of Cleveland-Cliffs’s business over 

this period should therefore have been relatively stable.  We also considered several 

other regression sample periods as sensitivity checks.  The sensitivity checks indicate 

that our results are not sensitive to our choices of the market index and regression 

period. 

  

 
32 Cleveland-Cliffs is also a member of this index, which generally includes companies with market capitalizations 
ranging from $750 million to $3.3 billion. Bloomberg L.P; S&P U.S. Indices Methodologies. 
33 See "Cleveland-Cliffs Inc. and AK Steel Holding Corporation Announce the Extension of the Expiration Date for 
Exchange Offers and Consent Solicitations," BusinessWire, February 11, 2020 5:42 PM and “Cleveland-Cliffs Inc. to 
Acquire ArcelorMittal USA,” BusinessWire, September 28, 2020 1:40 AM. 
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28. The results of the market model regression are shown below in Table 1.   

Table 1: Market model regression 

 Coefficient t stat p value34  
Constant 0.000 0.044 0.965  
S&P SmallCap 600 Index 1.415 16.900 0.000 * 

     

     
R-squared: 0.647    
No. Observations: 158    

 

29. The regression model is based on logarithmic returns (that is, the daily 

changes in the logarithms of the stock price and the explanatory index).  A log return is 

approximately equivalent to a percentage return divided by one hundred.  The 

coefficient on the explanatory index, the S&P SmallCap 600 Index, is 1.415, indicating 

that for a 0.01000 return in the index, a 0.01415 return in Cleveland-Cliff’s stock would 

be expected.  This coefficient is sometimes referred to as the “beta” of the stock.  The 

constant term, which is estimated to be zero, is the return in the stock that would be 

expected given no change in the market index.  A stock return on any given day will 

differ from its expected return by an amount known as the excess, or abnormal, return.  

The R-squared of the regression, 0.647, is the portion of overall variation in Cleveland-

Cliffs stock returns explained by the regression model.  The remainder can be attributed 

to random market fluctuations (or “noise”) and to company-specific events. 

 
34 One star (*) indicates statistical significance at the 5% level. 
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30. Public news of the Commerce Department’s investigation came out after 

the 4 pm ET close of stock market trading on Monday May 4, 2020.  We no longer have 

access to the Commerce Department’s press release, but a Reuters news article as 

well as a Tweet by Commerce Secretary Ross both carry timestamps after 4 pm.  The 

relevant trading day to assess the market impact of the announcement is, therefore, the 

following trading day, May 5.  Our analysis of the market impact of this announcement is 

in Table 2. 

Table 2: Event study of Cleveland-Cliffs stock in response to the DOC’s  
May 4, 2020 initiation of Section 232 Investigation35 

Date 

Cleveland-
Cliffs 
Stock 
Price 

Actual 
Return 

S&P 
SmallCap 

600 
Return 

Predicted 
Return 

Excess 
Return  

t-
statistic 

5/4/2020 $4.31      
5/5/2020 $4.38 0.016 0.004 0.005 0.011 0.304 

 

31. The actual return in Cleveland-Cliffs stock that day was 0.016.  Of this 

return, our market model leads us to expect a 0.005 return (given the S&P SmallCap 

600 return of 0.004 that day).  The excess return of Cleveland-Cliffs stock, above what 

was expected, was therefore 0.011.  The “t-statistic” is a statistical measure off the size 

of this return relative to normal price variation for the stock.  Economists typically look 

for a t-statistic indicating statistical significance at the 5% level (in our model, this 

requires a t-statistic greater than 1.975 in absolute value) or sometimes at the 10% level 

 
35 “U.S. Secretary of Commerce Wilbur Ross to Initiate Section 232 Investigation into Imports of Laminations and 
Wound Cores for Incorporation into Transformers, Electrical Transformers, and Transformer Regulators,” U.S. 
Department of Commerce, May 4, 2020. This information was released after the close of trading on May 4, 2020. 
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(greater than 1.655 in absolute value).  The t-statistic shown, 0.304, is well below these 

levels, leading us to conclude that the impact of the Section 232 announcement on 

Cleveland-Cliffs stock price was not statistically significant.  This suggests that the 

information did not generally cause investors to change their assessment of the value of 

Cleveland-Cliffs, and therefore suggests the information was not material. 

32. We also considered the market impact of several earlier announcements 

related to the Section 232 investigation.  The results of our event studies of these 

events are summarized in Table 3, and descriptions of each relevant disclosure may be 

found in Exhibit 3.  None of events led to a statistically significant stock price reaction. 

Table 3: Event study summary for other announcements 

Event Date 
Actual 
Return 

S&P 
SmallCap 

600 
Return 

Predicted 
Return 

Excess 
Return  t-statistic 

3/5/2020 -0.047 -0.036 -0.051 0.005 0.138 
3/9/2020 -0.108 -0.101 -0.143 0.035 0.996 

4/15/2020 -0.117 -0.050 -0.070 -0.047 -1.308 
4/22/2020 0.000 0.009 0.012 -0.012 -0.351 
11/5/2020 0.068 0.028 0.039 0.029 0.803 

 

 

33. Finally, given the allegations of insider trading, it is conceivable that such 

trading had a market impact in the days preceding the public announcement after-hours 

on May 4.  For this reason, Table 4 shows our analysis of the cumulative excess return 

of Cleveland-Cliffs stock over various intervals ending on May 5.  The t-statistics 
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indicate that none of these cumulative excess returns are statistically significant, 

confirming our findings for the single-day excess return on May 5, described above.  

Table 4: Cumulative excess returns of Cleveland-Cliffs stock through May 5, 2020 

Initial Date 

Cumulative 
Excess Return 

Through May 5, 
2020 t-statistic 

4/24/2020    0.093 0.984 
4/27/2020    0.086 0.989 
4/28/2020    0.081 1.019 
4/29/2020    0.047 0.659 
4/30/2020    0.060 0.978 

5/1/2020    0.049 0.973 
5/4/2020    0.011 0.304 

 

 

34. Information relevant to materiality, in addition to the above event studies of 

Cleveland-Cliffs stock, may include (1) whether sales of GOES metal played a 

significant role in the operations of AK Steel/Cleveland-Cliffs, (2) analyst perspectives 

on GOES relative to the combined business, and (3) uncertainties regarding the 

outcome of the Section 232 investigation and any resulting Presidential action.  

35. We estimate that in 2019, AK Steel/Cleveland-Cliffs sold between $425 

million and $511 million worth of GOES steel, or about 5% to 6% of combined-company 

revenue.36  About 193,000 metric tons of GOES was sold (representing an average 

capacity utilization of 73%) at an estimated domestic price ranging from $2,205 to 

 
36 $425 to $511 million is approximately 5% to 6% of combined-company revenue of $8,349.3 million. 
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$2,646 per ton. Details and sources may be found in Exhibit 2.  Since the Trump 

Administration’s 2018 action on steel tariffs, imported GOES metal has been subject to 

a 25% tariff.37  As discussed in Section IV of this report, concerns were raised that 

further Section 232 action was needed to resolve circumvention of the 25% tariff. 

Assuming Presidential action stemming from the Section 232 investigation initiated on 

May 4, 2020 results in a 25% increase in the domestic price of GOES, prices would 

increase by $551 to $661 per metric ton. At 2019 production levels, that equates to an 

increase of between $106 million and $128 million in revenue to AK Steel/Cleveland-

Cliffs (or about 1.3% to 1.5% over 2019 combined company revenue). Further assuming 

that production increases to firm capacity, revenue is estimated to increase by $304 

million to $366 million (or about 3.7% to 4.4% over 2019).  We do not, unfortunately, 

have any means to judge, independent of our event study, whether such a revenue 

increase would cause many investors to change their evaluation of the value of 

Cleveland-Cliffs stock.  It is greater than the 3% level cited by at least one court.38  But 

courts and the SEC have cautioned about using such thresholds without considering the 

context. 

36. We have also reviewed nine securities-analyst reports by five different 

research teams following Cleveland-Cliffs, published between April 1, 2020 and May 12, 

 
37 GOES relevant to the DOC's Section 232 investigation was classifiable under subheadings 7225.11.0000, 
7226.11.1000, 7226.11.9030, and 7226.11.9060 of the Harmonized Tariff Schedule of the United States (HTS), 
according to “Electrical Steel and Transformer-Related Parts 232 Survey,” Bureau of Industry and Security, 2020. 
The Trump Administration's 2018 steel tariffs included, among other articles, those defined at the HTS as 7216.99 
through 7301.10, according to "Adjusting Imports of Steel Into the United States," Proclamation 9705 of March 8, 
2018, Federal Register Vol. 83, No. 51. 
38 See House and Edmondson. 
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2020.  Except for one report, published by Cowen and Company, LLC, on May 5, 2020, 

right after the DOC announcement, none of these reports mentions GOES or the 

prospect of any expansion of Section 232 tariffs related to downstream GOES products.  

Analysts tended to focus most on the effects of the COVID pandemic, including 

shutdowns in automobile production, on Cleveland-Cliffs business.  This suggests that 

the prospect of these tariffs was not generally an important consideration for most 

investors. 

37. It is also worth noting that the May 4, 2020 announcement by the DOC 

was only the announcement of the initiation of an investigation.  It was not the 

announcement of a positive outcome of such an investigation for Cleveland-Cliffs or of 

any eventual imposition of additional tariffs by the President.  Even if the imposition of 

such tariffs may have been material, if and when it occurred, the announcement of the 

initiation of the investigation arguably only raised the probability of such tariffs, but 

certainly did not make such tariffs a certainty. 

VI. Conclusions 

38. As described above, Victoria Kelly made what was for her a highly 

unusual investment in Cleveland-Cliffs stock on April 29, 2020, although this investment 

did not represent a large share of the Kellys’ overall investment portfolio.  This 

investment occurred one day after Cleveland-Cliffs informed Rep. Kelly’s staff that the 

DOC would be initiating an investigation into downstream GOES products, information 

that was not yet public.  We do not have any direct information on whether this 

information reached Ms. Kelly before her investment. 
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39. In order to assess the materiality of this information, we conducted an 

event study of the reaction of Cleveland-Cliff stock price to the public release of this 

information, after hours on May 4, 2020.  The lack of a statistically significant price 

reaction suggests the information may not have been material.  Our analysis of 

movements of the stock on other days is consistent with this negative finding.  We also 

estimate that in the still highly uncertain event that tariffs were imposed on downstream 

GOES products, Cleveland-Cliffs likely would have realized incremental revenue of at 

most 4.4% of its revenue.  Perhaps for this reason, the prospect of such tariffs does not 

seem to have been a major focus for analysts covering Cleveland-Cliffs during this 

period.  For these reasons, we conclude that the information provided to Rep. Kelly 

regarding the pending announcement of the DOC’s investigation would not have been 

considered material by most investors. 
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Exhibit 1: Section 232 Investigations Initiated by the Trump Administration 1

Date of
Import Investigated DOC Investigation Initiation Presidential Action

steel 4/20/2017 3/23/2018
aluminum 4/27/2017 3/23/2018

motor 
vehicles/parts

5/23/2018 5/17/2019

uranium 7/18/2018 None2

titanium sponge 3/4/2019 2/27/2020
electrical 

transformers & 
components

5/4/2020 N/A3

mobile cranes 5/6/2020 None4

vanadium 6/3/2020 N/A5

Sources and notes: 
1 Investigations and dates obtained from "Trump Administration

Tariff Actions: Frequently Asked Questions," Congressional 
Research Service, December 15, 2020 (Update).

2 ibid. President Trump did not concur with the DOC's findings. 
The U.S. Nuclear Fuel Working Group was established to develop 
recommendations to revive domestic industry.

3 The DOC “concluded its investigation and delivered its report to 
President Trump on October 16, 2020, but it has not been made 
public.” The only related action taken by the Trump Administration
was to waive further Section 232 action against Mexico after they 
agreed to establish a monitoring system. See Section 232 
Investigations: Overview and Issues for Congress, Congressional 
Research Service, May 18, 2021.

4 The Commerce Department terminated the Section 232 
investigation into mobile cranes following a September 8, 2020 
request by the applicant, citing a changing economic environment 
due to the Covid-19 pandemic. See “Commerce Department 
Terminates Section 232 Investigation into Mobile Crane Imports,”
Bureau of Industry and Security, December 4, 2020.

Page 1 of 2 Exhibit 1
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Exhibit 1: Section 232 Investigations Initiated by the Trump Administration 1

5 The DOC “concluded its investigation and delivered its report to 
President Biden on February 22, 2021; it has not been made 
public.” If there was an affirmative finding, according to the
Congressional Research Service, President Biden has until 
May 23, 2021 “to determine the appropriate response.”  
See Section 232 Investigations: Overview and Issues for 
Congress, Congressional Research Service, May 18, 2021, p. 25.

Page 2 of 2 Exhibit 1
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Exhibit 2: Estimated Impact of Section 232 Action on Revenue of Cleveland-Cliffs

Sources and notes:
1 Obtained from "Public Comments on behalf of The Core Coalition LLC" submission to the U.S. Department of

Commerce (pursuant to the May 19, 2020 Federal Register Document 2020-10715), dated July 3, 2020.
2 Estimated based on the "typical" domestic price of $2,000 to $2,400 per short ton for medium and higher

grade GOES according to market participants, as-obtained from "New Section 232 probe may increase GOES 
prices," Metal Bulletin Daily, May 7, 2020. The price per metric ton is calculated by multiplying the short ton 
price by 1.1023.

3 A 25% increase in the domestic price of GOES is assumed since the objective of the Section 232 action
on downstream GOES products is to mitigate circumvention of the original 25% tariff on GOES metal.
Industry commentary implies that a 25% domestic price increase in GOES is an upper limit: a U.S. cores 
manufacturer stated that a 25% tariff on the "downstream items [i.e. laminations and cores] won't always close 
that gap" between the  domestic price of GOES and the import price that's already subject to a 25% tariff. 
See "New Section 232 probe may increase GOES prices," Metal Bulletin Daily, May 7, 2020.

4 Total 2019 combined Cleveland-Cliffs and AK Steel revenue equals $8,349.3 million. This is calculated as the
sum of $6,359.4 million in AK Steel revenue and $1,989.9 million in Cleveland-Cliffs revenue. 
See SEC Forms 10-K for each firm filed on February 20, 2020.

Page 2 of 2 Exhibit 2
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Exhibit 5: 2018 Year End Asset Summary

Count of Assets in Category1

Block B Category
Low end of 

range
High end of 

range Stocks Bonds
Mutual 
Funds Total2

B $1 $1,000 0 0 0 0
C $1,001 $15,000 34 0 0 34
D $15,001 $50,000 27 1 0 28
E $50,001 $100,000 0 3 3 6
F $100,001 $250,000 0 20 4 24
G $250,001 $500,000 0 0 3 3
H $500,001 $1,000,000 0 0 2 2
I $1,000,001 $5,000,000 0 0 0 0

Total $4,870,063 $11,500,000 61 24 12 97

Sources and notes: 
1George (Mike) Kelly, Jr. United States House of Representatives 2018 Financial Disclosure Statement - 
Schedule A
2 Total only includes stocks, bonds, and mutual fund assets

Exhibit 5 
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Exhibit 7: Public Disclosures Related to Initiation of a Section 232 Investigation into Downstream GOES Products

Date Public Disclosure

3/8/18 Senators Casey, Portman & Brown write to President Trump regarding Section 232 steel tariffs and downstream GOES products1

3/23/18 The Trump Administration enacts Section 232 tariffs on steel2

4/30/18
AK Steel discloses that circumvention of tariffs on GOES metal through downstream products may adversely affect their electrical 
steel business and that the firm raised concerns with the U.S. gov't3

11/20/19 Reps. Kelly & Balderson write to the U.S. Trade Rep. regarding Section 232 and downstream GOES products4

12/3/19 Cleveland-Cliffs announces acquisition of AK Steel5

3/5/20 Cleveland-Cliffs CEO warns of plant closures w/o Section 232 action6

3/6/20 Reps. Kelly & Balderson write to President Trump regarding Section 232 and downstream GOES products7

3/13/20 Cleveland-Cliffs closes deal to buy AK Steel, the sole producer of GOES metal in the United States8

4/15/20 Kelly-Kaptur letter to President Trump regarding Section 232 and downstream GOES products9

4/22/20
Cleveland-Cliffs CEO states that "Secretary Wilbur Ross is sitting on a proclamation to take the President Trump for his signature, and 
he's not acting."10

5/4/20 Dept. of Commerce announces Section 232 Investigation into electrical transformers & components11

Sources and notes: 
1 Senator Portman, “Portman, Brown, Casey Ask President Trump to Prioritize Electrical Steel in Trade Remedy,” press release, March 8, 2018.
2 Section 232 Investigations: Overview and Issues for Congress, Congressional Research Service, May 18, 2021.
3 AK Steel SEC Form 10-Q, filed April 30, 2018.
4 Letter to Ambassador Robert E. Lighthizer from Reps. Balderson and Kelly, November 20, 2019.
5 "Cleveland-Cliffs to Acquire AK Steel," BusinessWire, December 3, 2019.
6 "AK Steel buyer warns of plant closures without stronger U.S. import curbs," Reuters, March 5, 2020, 2:37 PM EST.
7 Letter to President Donald Trump from Reps. Balderson and Kelly, March 6, 2020.
8 "Cleveland-Cliffs Completes Acquisition of AK Steel," Business Wire, March 13, 2020.
9 Letter to President Donald Trump from Reps. Kaptur and Kelly, April 15, 2020.

10 "Cleveland Cliffs Inc Annual Shareholders Meeting - Final, CQ FD Disclosure," April 22, 2020.
11 “U.S. Secretary of Commerce Wilbur Ross to Initiate Section 232 Investigation into Imports of Laminations and Wound Cores for Incorporation

into Transformers, Electrical Transformers, and Transformer Regulators,” U.S. Department of Commerce, May 4, 2020.

Exhibit 7
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Exhibit 8: Private Disclosures Related to Initiation of a Section 232 Investigation into Downstream GOES Products

Date Nonpublic Communications
1/15/20 Cleveland-Cliffs contacts DOC Sec. Ross regarding GOES and pending AK Steel acquisition1

2/19/20 Meeting between Cleveland-Cliffs CEO and Sec. Ross at the DOC (resulting from 1/15/20 email)2

3/11/20 Planned meeting between AK Steel, Cleveland-Cliffs, and the DOC regarding GOES is cancelled3

4/22/20
Cleveland-Cliffs requests meeting with DOC Sec. Ross to discuss time-sensitive matter involving electrical steel 
business (8:37 AM)4

4/22/20 DOC informs Rep. Kelly's office that the DOC continues to look into the matter (10:22 AM)5

4/22/20 Cleveland-Cliffs informs Rep. Kelly of "potential layoffs at Butler Works"6

4/24/20
Cleveland-Cliffs informs Rep. Kelly's staff that “the DOC had declined to pursue coverage of laminations and cores as 
‘derivative products’ under existing steel Section 232 tariffs/quotas.”7

4/28/20
Cleveland-Cliffs provides notification to Rep. Kelly’s staff of the DOC’s intent to initiate a Section 232 investigation 
covering transformer laminations and cores8

4/29/20
Rep. Kelly's staff expresses that the DOC still needs "to get their legal ducks in a row" and "it ain't over until 
commerce makes that announcement."9

5/1/20
Rep. Kelly's staff reference a "great call" that day with DOC Sec. Ross. Rep. Kelly states that he'll "be more upbeat 
once we get it off our lot and in his driveway."10

Sources and notes: 
1 Commerce-OCE-RFI-21-9221-0000092-97
2 Commerce-OCE-RFI-21-9221-0000092-97
3 Commerce-OCE-RFI-21-9221-0000118-20
4 Commerce-OCE-RFI-21-9221-0000154
5 _0027
6 Call Summaries – CC_OCE000126
7 CC_OCE-000037-38; Call Summaries – CC_OCE000126
8 Call Summaries – CC_OCE000126
9 _0010

10 _0011
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