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 PART I
 
 Item 1. BUSINESS
 
Introduction
 
U. S. Steel is an integrated steel producer with major production operations in the United States and Central Europe. An integrated producer uses iron ore and
coke as primary raw materials for steel production. U. S. Steel has domestic annual raw steel production capability of 19.4 million net tons (tons) and Central
European annual raw steel production capability of 7.4 million tons. U. S. Steel is also engaged in several other business activities, most of which are related to
steel manufacturing. These include the production of iron ore pellets from taconite (rock containing iron) in the United States and the production of coke in both
the United States and Central Europe; to倀cprodu n d� oduces (o倀il road and bar ge operations) ; real est ate operations and engineering and consul ting oducess
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Supply and demand relationships worldwide are heavily influenced by supply and demand in China. The steel industry faces competition in many markets from
producers of materials such as aluminum, cement, composites, glass, plastics and wood.
 
U. S. Steel is the second largest integrated steel producer in North America and, through USSK and USSB, one of the largest integrated flat-rolled producers in
Central Europe. U. S. Steel competes with many domestic and foreign steel producers. Competitors include integrated producers which, like U. S. Steel, use
iron ore and coke as primary raw materials for steel production, and mini-mills, which primarily use steel scrap and, increasingly, iron-bearing feedstocks as raw
materials. Mini-mills typically enjoy certain competitive advantages in the markets in which they compete through lower capital expenditures for construction of
facilities and non-unionized work forces with lower total employment costs. Some mini-mills utilize thin slab casting technology to produce flat-rolled products
and are increasingly able to compete directly with integrated producers of flat-rolled products. Depending on market conditions, including market conditions for
steel scrap, the production generated by flat-rolled mini-mills could have an adverse effect on U. S. Steel’s selling prices and shipment levels. Due primarily to
growth in worldwide steel production, especially in China, prices for steelmaking commodities such as steel scrap, coal, coke and iron ore escalated to
unprecedented levels in 2004 and remain at these levels. U. S. Steel’s balanced domestic raw materials position and limited dependence on steel scrap has
helped the competitive position of U. S. Steel’s domestic operations.
 
The domestic steel industry has been under pressure for many years. Oversupply and low prices, which were attributable largely to excess imports, resulted in
significant temporary or permanent capacity closures starting in late 2000. Numerous bankruptcies created many opportunities for consolidation and the
domestic steel industry has been significantly restructured over the last few years. Domestic and global consolidation is expected to continue. The combination
of capacity closures, consolidation and the increase in global demand for steel led to a recovery of steel prices from 20-year lows in late 2001 and early 2002 to
all-time highs in 2004.
 
The trade remedies announced by President Bush on March 5, 2002, under Section 201 of the Trade Act of 1974, were removed by executive proclamation
effective December 5, 2003, prior to running their full term of three years. Upon announcing termination of the Section 201 relief, the administration committed to
continuing and improving a steel import monitoring system that will assist the domestic steel industry in identifying steel import problems in a timely manner.
The negative impact of removing the tariffs has been mitigated by a number of factors including the relative value of the dollar, significant increases in ocean
freight rates and the increase in the global demand for steel; however, imports have increased significantly in the past several months compared to 2003 and
early 2004. Despite the decline in December, total sheet imports in the fourth quarter of 2004 increased by almost 200 percent from the same quarter of 2003
and by almost 140 percent from the first quarter of 2004. Steel imports to the United States accounted for an estimated 26 percent of the domestic steel market
in the first 11 months of 2004, compared to 19 percent in 2003 and 26 percent in 2002.
 
The U.S. Department of Commerce (DOC) and the U.S. International Trade Commission (ITC) are currently conducting five year “sunset” reviews of trade relief
granted in 1999 regarding hot-rolled flat steel products. In these proceedings, the agencies will determine whether the following should remain in efffect: anti-
dumping orders against product from Brazil and Japan, a suspension agreement pertaining to dumped product from Russia and a countervailing duty order
against product from Brazil. The DOC has completed its investigations, finding that dumping or illegal subsidization, as the case may be, would be likely to
continue or recur if any of these orders or the suspension agreement is revoked. The ITC will hold a hearing in March 2005 and thereafter decide whether injury
to the domestic industry would be likely to continue or recur if any of the orders or the suspension agreement is revoked.
 
The Organization of Economic Cooperation and Development announced on June 29, 2004, that it was postponing until 2005 discussions aimed at the
reduction and elimination of government investment in and support for steelmaking.
 
U. S. Steel will monitor imports closely and file anti-dumping and countervailing duty petitions if unfairly traded imports adversely impact, or threaten to adversely
impact, financial results.
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Flat-rolled produces sheets, tin mill products, strip mill plate and coke. Sheet products include hot-rolled, cold-rolled and coated. Flat-rolled’s sheet customer
base includes service center, conversion, transportation (including automotive), construction and appliance customers. Flat-rolled also supplies a full line of tin
plate and tin-free steel products, primarily used in the container industry. U. S. Steel produces plate in coil on the hot strip mill at Gary Works, which is further
processed at the Feralloy Processing Company (FPC) joint venture. The majority of coke produced at the integrated steel plants is used to support Flat-rolled
operations; however, some coke from Clairton Works and the 1314B Partnership is sold to trade customers. Throughout 2004, U. S. Steel operated under a
force majeure declaration to its coke customers due to U. S. Steel’s inability to obtain adequate supplies of specific types of coal to meet all the specification
requirements of customers. U. S. Steel declared force majeure in early 2005 as coal supplies to Clairton Works were disrupted due to river lock closures
resulting from flooding. U. S. Steel has long-standing relationships with many of its customers, as do its joint ventures.
 
With the exception of the Fairfield pipe mill, the operating results of all the facilities within U. S. Steel’s domestic integrated steel mills are included in Flat-rolled.
These facilities include Gary Works, Great Lake Works, Mon Valley Works, Granite City Works and Fairfield Works.
 
Gary Works, located at Gary, Indiana, has annual raw steel production capability of 7.5 million tons. Gary Works has four coke batteries, four blast furnaces,
three basic oxygen converters, three Q-BOP vessels, a vacuum degassing unit and four continuous slab casters. Gary Works generally consumes all the coke it
produces and sells several coke by-products. Finishing facilities include a hot strip mill, two pickling lines, two cold reduction mills, three temper mills, a double
cold reduction line, two tin coating lines, an electrolytic galvanizing line and a hot dip galvanizing line. Principal products include hot-rolled, cold-rolled and
coated sheets and tin mill products. Gary Works also produces strip mill plate. The Midwest Plant and East Chicago Tin are operated as part of Gary Works.
 
The Midwest Plant, located in Portage, Indiana, finishes hot-rolled bands. Midwest facilities include a pickling line, two cold reduction mills, two temper mills, a
double cold reduction mill, two hot dip galvanizing lines, a tin coating line and a tin-free steel line. Principal products include tin mill products and hot dip
galvanized, cold-rolled and electrical lamination sheets. Midwest was acquired from National on May 20, 2003.
 
East Chicago Tin is located in East Chicago, Indiana. Facilities include a pickling line, which was acquired in late 2003 in a non-monetary exchange with
International Steel Group, a cold reduction mill, a temper mill, a tin coating line and a tin-free steel line.
 
Great Lakes Works, located in Ecorse and River Rouge, Michigan, has annual raw steel production capability of approximately 3.8 million tons. Great Lakes
facilities include three blast furnaces, two basic oxygen converters, a vacuum degassing unit, two slab casters, a hot strip mill, a high-speed pickling line, a
tandem cold reduction mill, a temper mill, an electrolytic galvanizing line and a hot dip galvanizing line. Principal products include hot-rolled, cold-rolled,
electrolytic galvanized and hot dip galvanized sheets. Great Lakes Works was acquired from National on May 20, 2003.
 
Mon Valley Works consists of the Edgar Thomson Plant, located in Braddock, Pennsylvania; the Irvin Plant, located in West Mifflin, Pennsylvania; the Fairless
Plant, located in Fairless Hills, Pennsylvania; and Clairton Works, located in Clairton, Pennsylvania. Mon Valley Works has annual raw steel production
capability of 2.9 million tons. Facilities at the Edgar Thomson Plant include two blast furnaces, two basic oxygen converters, a vacuum degassing unit and a
slab caster. Irvin Plant facilities include a hot strip mill, two pickling lines, a cold reduction mill, a temper mill, a hot dip galvanizing line and a hot dip
galvanizing/Galvalume® line. The only operational facility at the Fairless Plant is a hot dip galvanizing line. Principal products include hot-rolled, cold-rolled and
coated sheets, as well as coke produced at Clairton Works.
 
Clairton Works is comprised of nine coke batteries owned and operated by U. S. Steel, one coke battery leased and operated by U. S. Steel and an additional
two coke batteries that are operated by U. S. Steel for the 1314B Partnership, which is discussed below. Clairton (including the 1314B Partnership) produced
4.3 million tons of coke in 2004 and 4.5 million tons in 2003 and 2002. Approximately 35 percent of annual production (including the 1314B Partnership) was
consumed by U. S. Steel facilities in 2004 and the remainder was sold to other domestic steel producers. Several coke by-products are sold to the chemicals
and raw materials industries.
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U. S. Steel is the sole general partner of and owns an equity interest in the 1314B Partnership. As general partner, U. S. Steel is responsible for operating and
selling coke and by-products from the partnership’s two coke batteries located at U. S. Steel’s Clairton Works. U. S. Steel’s share of profits and losses during
2004 was 45.75 percent. The partnership at times had operating cash shortfalls in 2004, 2003 and 2002 that were funded with loans from U. S. Steel. There
were no outstanding loans with the partnership at December 31, 2004, 2003 or 2002. U. S. Steel may dissolve the partnership under certain circumstances
including if it is required to make equity investments or loans in excess of $150 million to fund such shortfalls. As the primary beneficiary of the partnership, U. S.
Steel consolidates the results of the 1314B Partnership in its financial statements.
 
Granite City Works, located in Granite City, Illinois, has annual raw steel production capability of approximately 2.8 million tons. Granite City’s facilities include
two coke batteries, two blast furnaces, two basic oxygen converters, two slab casters, a hot strip mill, a pickling line, a tandem cold reduction mill, a hot dip
galvanizing line and a hot dip galvanizing/Galvalume® line. Granite City Works generally consumes all the coke it produces and sells several coke by-products.
Principal products include hot-rolled, hot-dipped galvanized and Galvalume® sheets. Granite City Works was acquired from National on May 20, 2003.
 
Fairfield Works, located in Fairfield, Alabama, has annual raw steel production capability of 2.4 million tons. Fairfield Works facilities included in Flat-rolled are a
blast furnace, three Q-BOP vessels, a vacuum degassing unit, a slab caster, a rounds caster, a hot strip mill, a pickling line, a cold reduction mill, two
temper/skin pass mills, a hot dip galvanizing line and a hot dip galvanizing/Galvalume
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Coke
 
Domestically, U. S. Steel operates cokemaking facilities at its Clairton, Pennsylvania; Gary, Indiana; and Granite City, Illinois locations. These owned and/or
operated facilities have the capability to supply all of U. S. Steel’s domestic metallurgical coke requirements for blast furnace production. Following its purchase
of National in May 2003, U. S. Steel operated, pursuant to an Operations and Maintenance Agreement, a cokemaking facility owned by EES Coke Battery, LLC
(EES), located at U. S. Steel’s Great Lakes Works. Effective October 1, 2004, the Operations and Maintenance Agreement with EES was terminated and EES
assumed responsibility for operating its cokemaking facility. Pursuant to a Coke Sales Agreement with EES, U. S. Steel purchased 100 percent of the output of
the EES cokemaking facility during 2004 and will purchase a portion of such output during 2005. Blast furnace coal injection processes at Gary Works, Great
Lakes Works and Fairfield Works continue to reduce U. S. Steel’s domestic coke requirements.
 
USSK operates a cokemaking facility that primarily serves the steelmaking operations at USSK. Depending on market conditions and operational schedules,
USSK may purchase small quantities of coke on the open market and may also supply a portion of USSB’s needs. Blast furnace coal injection processes at
USSK continue to reduce its coke requirements. USSB purchases predominantly all of its coke requirements from third party suppliers. While the coke market is
expected to continue to be constrained in 2005, U. S. Steel believes that supplies of coke, adequate to meet USSK’s and USSB’s needs, are available at
competitive market prices. The main sources of coke for USSK and USSB in 2005 include Poland, Ukraine, Russia, Bosnia and China.
 
Limestone
 
All domestic limestone requirements are purchased from third parties. U. S. Steel believes that supplies of limestone, adequate to meet its domestic needs, are
readily available from third parties at competitive market prices.
 
All limestone requirements for USSK are purchased from a third party under a long-term contract. USSB sources approximately 50 percent of its limestone
requirements from third party suppliers with the balance coming from production from a limestone mine under its direct control. U. S. Steel believes that
supplies of limestone, adequate to meet USSB’s needs, are available from third parties at competitive market prices.
 
Scrap and Other Materials
 
Supplies of steel scrap, tin, zinc and other alloying and coating materials required to fulfill U. S. Steel’s requirements for domestic and European operations are
available from third parties at competitive market prices. Generally, approximately 40 percent of U. S. Steel’s scrap requirements is generated through its
normal operations. U. S. Steel utilizes some hedging and derivative purchasing practices with regard to domestic requirements for tin and zinc.
 
Natural Gas
 
U. S. Steel purchases all of its domestic natural gas requirements from third parties. U. S. Steel believes that supplies of natural gas, adequate to meet its
domestic needs, are available from third parties at competitive market prices. Currently, about 60 percent of U. S. Steel’s domestic natural gas purchases are
based on solicited bids, on a monthly basis, from various vendors; approximately 30 percent are made through long-term contracts; and the remainder are made
daily. U. S. Steel utilizes some hedging and derivative purchasing practices with regard to domestic requirements for natural gas because of the volatility of
natural gas markets.
 
USSK and USSB purchase their natural gas requirements from third parties under annual contracts. U. S. Steel believes that supplies of natural gas, adequate
to meet USSK’s and USSB’s needs, are available from third parties at competitive market prices.
 
Environmental Matters
 
U. S. Steel maintains a comprehensive environmental policy overseen by the Corporate Governance and Public Policy Committee of the U. S. Steel Board of
Directors. The Environmental Affairs organization has the
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In September 1997, the EPA adopted revisions to the National Ambient Air Quality Standards for ozone and particulate matter, which are significantly more
stringent than prior standards. The EPA is also developing regulations to address Regional Haze. The impact of these revised standards could be significant to
U. S. Steel, but the cost cannot be reasonably estimated until the final regulations are promulgated and, more importantly, the states implement their State
Implementation Plans covering their standards. For additional information regarding significant enforcement actions, capital expenditures and costs of
compliance, see “Item 3. Legal Proceedings – Environmental Proceedings” and “Item 7. Management’s Discussion and Analysis of Financial Condition and
Results of Operations – Environmental Matters, Litigation and Contingencies.”
 
Water
 
U. S. Steel maintains the necessary discharge permits as required under the National Pollutant Discharge Elimination System program of the CWA, and
conducts its operations to be in compliance with such permits. For additional information regarding enforcement actions, capital expenditures and costs of
compliance, see “Item 3. Legal Proceedings – Environmental Proceedings” and “Item 7. Management’s Discussion and Analysis of Financial Condition and
Results of Operations – Environmental Matters, Litigation and Contingencies.”
 
Solid Waste
 
U. S. Steel continues to seek methods to minimize the generation of hazardous wastes in its operations. RCRA establishes standards for the management of
solid and hazardous wastes. Besides affecting current waste disposal practices, RCRA also addresses the environmental effects of certain past waste disposal
operations, the recycling of wastes and the regulation of storage tanks. Corrective action under RCRA related to past waste disposal activities is discussed
below under “Remediation.” For additional information regarding significant enforcement actions, capital expenditures and costs of compliance, see “Item 3.
Legal Proceedings – Environmental Proceedings” and “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations –
Environmental Matters, Litigation and Contingencies.”
 
Remediation
 
A significant portion of U. S. Steel’s currently identified environmental remediation projects relate to the remediation of former and present operating locations. A
number of these locations were sold by U. S. Steel and are subject to cost-sharing and remediation provisions in the sales agreements. Projects include
completion of the remediation of the Grand Calumet River and the closure and remediation of permitted hazardous and non-hazardous waste landfills.
 
U. S. Steel is also involved in a number of remedial actions under CERCLA, RCRA and other federal and state statutes, particularly third party waste disposal
sites where disposal of U. S. Steel-generated material occurred, and it is possible that additional matters may come to its attention which may require
remediation. For additional information regarding remedial actions, capital expenditures and costs of compliance, see “Item 3. Legal Proceedings –
Environmental Proceedings” and “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations – Environmental Matters,
Litigation and Contingencies.”
 
Property, Plant and Equipment Additions
 
For property, plant and equipment additions, including capital leases, see “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations – Financial Condition, Cash Flows and Liquidity – Cash Flows” and Notes 15 and 24 to the Financial St�àt܀l Co 15 an – Ca�s al Co 1 ion �倀ncial Su�– Ca�s aund Nncial Su�– anwCancit itn dd�Ǹ it is pos“I

Ei ow i io CLAculudehddi di  don

al t. al

 dieaseculudehddi di t  don, Ruegdinnanedn

al t. alnC蝐�se �– 

Ei owand it is pos“ it. Sssce i ieasgenc

 al oi  It no a” aal Pl o RCers

dieo  mpl RCP9§, s Dial l  Su�–io Fl  Co    onal iteonA甀�l su�– ol it d eases.”s l Ps�̀.i i i lung Resis–i d   St c Fin� i nag

Ei owon i� n ,  Co i nf is Di Coitadnne o aand LiquidPlu�– lanA甀�l u�–rs

di Co –r  s, capi C�al

n� i ire  s u i CoP nf s it s –Ei owPl olanA甀�l u�–rial u�– u�



Table of Contents

by the Bricklayers and Laborers International unions. Agreements with these unions expire in November and December 2008, and also contain no-strike
provisions. Domestic hourly employees engaged in transportation activities are represented by the USWA and other unions and are covered by collective
bargaining agreements with varying expiration dates. In Europe, most represented employees at USSK are represented by the OZ Metalurg union and are
covered by an agreement that expires in February 2007, which is subject to annual wage negotiations. Represented employees at USSB are covered by a
collective bargaining agreement that expires in November 2006, which is also subject to annual wage negotiations.
 
Available Information
 
U. S. Steel’s Internet address is www.ussteel.com. U. S. Steel posts its annual report on Form 10-K, its quarterly reports on Form 10-Q and its proxy statement
to its web site as soon as reasonably practicable after such reports are filed with the Securities and Exchange Commission. U. S. Steel also posts all press
releases and earnings releases to its web site.
 
All other filings are available via a direct link on the U. S. Steel web site to the Securities and Exchange Commission’s web site, the Internet address of which is
www.sec.gov.
 
Also available on the U. S. Steel web site are U. S. Steel’s Corporate Governance Principles and the charters of the Audit & Finance Committee, Compensation
& Organization Committee and Corporate Governance & Public Policy Committee of the Board of Directors. These documents and the Annual Report on Form
10-K are also available in print to any shareholder who requests them. Such requests should be sent to the Office of the Corporate Secretary, United States
Steel Corporation, 600 Grant Street, Pittsburgh, Pennsylvania 15219-2800 (telephone: 412-433-4801).
 
U. S. Steel does not intend to incorporate the contents of any web site into this document.
 
Other Information
 
Information on revenues and income (loss) of the reportable segments and Other Businesses and on revenues and other income and assets by geographic area
are set forth in Note 5 to the Financial Statements.
 
For significant operating data for U. S. Steel for each of the last five years, see “Five-Year Operating Summary” on pages F-57 and F-58.
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Fairfield Works
 
In December 1995, U. S. Steel reached an agreement in principle with EPA and DOJ with respect to alleged RCRA violations at Fairfield Works. A consent
decree was signed by U. S. Steel, EPA and DOJ and filed with the United States District Court for the Northern District of Alabama (United States of America v.
USX Corporation) on December 11, 1997, under which U. S. Steel paid a civil penalty of $1.0 million, completed two Supplemental Environmental Projects at a
cost of $1.75 million and initiated a RCRA corrective action program at the facility. The Alabama Department of Environmental Management (ADEM) assumed
primary responsibility for regulation and oversight of the RCRA corrective action program at Fairfield Works, with the approval of EPA. The first Phase I RFI
work plan was approved for the site on September 16, 2002. Field sampling for the work plan was completed in 2004. U. S. Steel is currently preparing a Phase
I RFI Report for submission to ADEM in early 2005. The cost to complete this study is estimated to be $414,000. In addition, U. S. Steel is developing a
corrective measure implementation plan for remediation of Upper Opossum Creek. The cost to U. S. Steel for implementing this plan is estimated to be $3.6
million. Lower Opossum Creek is approximately 4.5 miles of the Opossum Creek Area of Concern. U. S. Steel is investigating Lower Opossum Creek under a
joint agreement with Beazer, Inc. whereby U. S. Steel has agreed to pay 30 percent of the investigation costs. U. S. Steel estimates its share of the remaining
costs of this investigation and costs to implement sediment remediation to be $823,000. In January 1999, ADEM included the former Ensley facility site in
Fairfield Corrective Action. Implementation of the Phase I fieldwork for Ensley commenced in June 2004. The cost to complete this study is approximately
$478,000.
 

Lorain Pipe Mills
 
In 1997, USS/Kobe Steel Company (USS/Kobe)㝐�ork po eximates
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 PART II
 
 Item 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES
 
Common Stock Information
 
The principal market on which U. S. Steel common stock is traded is the New York Stock Exchange. U. S. Steel common stock is also traded on the Chicago
Stock Exchange and the Pacific Exchange. Information concerning the high and low sales price for the common stock as reported in the consolidated
transaction reporting system and the frequency and amount of dividends paid during the last two years is set forth in “Selected Quarterly Financial Data
(Unaudited)” on page F-55.
 
As of January 31, 2005, there were 31,747 registered holders of U. S. Steel common stock.
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Segments
 
During 2004, U. S. Steel had four reportable operating segments: Flat-rolled Products (Flat-rolled), U. S. Steel Europe (USSE), Tubular Products (Tubular) and
Real Estate. As of January 1, 2004, the residual results of Straightline are included in the Flat-rolled segment. The application of Financial Accounting
Standards Board (FASB) Interpretation No. 46 (revised December 2003) (FIN 46R), “Consolidation of Variable Interest Entities, an interpretation of ARB No.
51,” resulted in U. S. Steel consolidating the Clairton 1314B Partnership, L.P. (1314B Partnership) effective January 1, 2004. The results of the 1314B
Partnership, which are included in the Flat-rolled segment, were previously accounted for under the equity method. For further information, see Notes 4 and 18
to the Financial Statements.
 
The National acquisition changed the composition of the Flat-rolled segment and Other Businesses as described below, but did not result in a change in U. S.
Steel’s reportable segments. Effective with the Mining Sale, Other Businesses are no longer involved in the mining, processing and sale of coal. Effective with
the acquisition of Sartid, the USSK segment was renamed USSE and includes the operating results of both USSK and USSB.
 
Effective with the third quarter of 2003, the composition of the Flat-rolled segment was changed to include the results of the coke operations at Clairton Works
and Gary Works, which were previously reported in Other Businesses. This change reflected U. S. Steel’s management consolidations. Effective with the fourth
quarter of 2003, benefit expenses for current retirees are separately identified and are no longer allocated to the reportable segments and Other Businesses.
These expenses include pensions, health care, life insurance and any profit-based expenses for the benefit of retirees. Benefit expenses for active employees
continue to be allocated to the reportable segments and Other Businesses. Furthermore, U. S. Steel changed its methodology for allocating certain corporate
costs. See Note 5 to the Financial Statements for details. These changes were made so that operating results of U. S. Steel’s reportable segments will better
reflect their current contribution and so that U. S. Steel’s segment results will be more comparable to those of t e rl . b t  ́bst
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Capital expenditures for 2005 are expected to be approximately $755 million, reflecting approximately $475 million for domestic operations and $280 million for
European facilities. Domestic projects include the rebuild of the Gary Works’ No. 13 blast furnace, acquisition of mobile and mining equipment and coke oven
thru-wall repairs at Clairton Works and Gary Works. Projects in Slovakia include initial spending for a new automotive galvanizing line; and continuing work on
air emissions reduction projects in the steelmaking facilities and on a new air separation plant. Projects in Serbia include completion of the rehabilitation of the
second blast furnace and steel production improvements.
 
The preceding statement concerning expected 2005 capital expenditures is a forward-looking statement. This forward-looking statement is based on
assumptions, which can be affected by (among other things) levels of cash flow from operations, general economic conditions, business conditions, availability
of capital, whether or not assets are purchased or financed by operating leases, and unforeseen hazards such as contractor performance, weather conditions,
explosions or fires, which could delay the timing of completion of particular capital projects. Accordingly, actual results may differ materially from current
expectations in the forward-looking statement.
 

Acquisitions in 2003 consisted of $839 million for the National assets, $29 million for USSB and a $37 million cash payment related to the purchase of
USSK. The $38 million in 2002 was a cash payment related to the purchase of USSK.
 

Disposal of assets in 2004 consisted mainly of proceeds from the sale of substantially all of the Real Estate segment’s remaining mineral interests and
certain real estate interests. Disposal of assets in 2003 consisted mainly of proceeds from the Mining Sale, cash collections on notes received in prior years’
asset disposals, the sale of the former National headquarters building and the sale of U. S. Steel’s interest in Delta Tubular Processing. Disposal of assets in
2002 consisted mainly of proceeds from the sale of U. S. Steel’s investment in stock of VSZ.
 

Restricted cash – Net deposits of $32 million in 2003 and $67 million in 2002 were mainly used to collateralize letters of credit to meet financial assurance
requirements.
 

Issuance of long-term debt in 2003 resulted from the issuance of $450 million of 9  3/4% senior notes in May, net of deferred financing costs associated
with the notes and the inventory facility. For discussion, see “Liquidity.”
 

Repayment of long-term debt in 2004 mainly reflected the retirement of long-term USSK debt and the early redemption of certain senior notes. For
discussion, see “Liquidity.” Repayment of long-term debt in 2003 and 2002 was mainly the USSK debt.
 

Preferred stock issued in 2003 reflected net proceeds from the offering of 5 million shares of Series B Preferred.
 

Common stock issued in 2004 primarily reflected $294 million of net proceeds from U. S. Steel’s equity offering completed in March 2004. The remaining
amount mainly reflected proceeds from stock sales through the exercise of options. The 2003 amount primarily reflected sales through the Dividend
Reinvestment and Stock Purchase Plan. The 2002 amount primarily reflected $192 million of net proceeds from U. S. Steel’s equity offering completed in May
2002, as well as sales through the Dividend Reinvestment and Stock Purchase Plan.
 

Dividends paid in 2004 were $39 million, compared with $35 million in 2003 and $19 million in 2002. Payments in all three periods reflected the quarterly
dividend rate of five cents per common share. Dividends paid in 2004 also reflected a quarterly dividend rate of $0.875 per share for the Series B Preferred.
Dividends paid in 2003 also included an initial dividend of $1.206 per share for the Series B Preferred, �ermedtherome����怀Seri oedd�er倀d2mn�
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The following table summarizes U. S. Steel’s liquidity as of December 31, 2004:
 

(Dollars in millions)
Cash and cash equivalents (a)     $ 1,021
Amount available under Receivables Purchase Agreement      500
Amount available under Inventory Facility      594
Amounts available under USSE credit facilities      69
     
Total estimated liquidity     $      2,184

 (a) Excludes $16 million of cash, which resulted from the consolidation of the 1314B Partnership, because it is not available for U. S. Steel’s use.  
 
U. S. Steel’s liquidity at December 31, 2004 increased significantly compared to year-end 2003 primarily as a result of cash generated from operating activities.
 
The following table summarizes U. S. Steel’s contractual obligations at December 31, 2004, and the effect such obligations are expected to have on its liquidity
and cash flows in future periods.
 
(Dollars in millions)          
  Payments Due by Period  

Contractual Obligations  Total     2005   

2006
through

2007    

2008
through

2009    
Beyond

2009  
Long-term debt and capital leases (a)  $1,373    $ 8   $ 33   $ 379   $ 953 
Operating leases (b)   460     118    169    57    116 
Capital commitments(c)   355     59    39    -    257 
USSB Commitments   22     -    3    19    - 
Environmental commitments(c)   123     21    -    -    102(d)

Steelworkers Pension Trust       (e)     26    55    29        (e)

Other postretirement benefits       (f)     243    545    475        (f)
              

Total contractual obligations       (g)    $475   $ 8�on �က 
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Sensitivity analyses of the incremental effects on pre-tax income of hypothetical 10 percent and 25 percent decreases in commodity prices for open derivative
commodity instruments as of December 31, 2004, and December 31, 2003, are provided in the following table:
 

(Dollars in millions)

     

Incremental Decrease in
Pre-tax Income Assuming a

Hypothetical Price
Decrease of(a)

     2004     2003
Commodity-Based Derivative Instruments     10%     25%     10%     25%
Zinc     2.9    7.2    1.2    3.1
Tin     NA    NA    0.0    0.1
Natural Gas     1.8    4.4    0.9    2.2

 

  (a) The definition of a derivative instrument includes certain fixed pricea桵� (

i riva

4RoU4RoU4�2UtsI䚇倀Na i d
    

(nt ntnn(nt 0�ixed�st defr anude

 

 

n

 

 

0

d

e

r(

  ((n䚇倀n ne䀀nn d
( (v annn(

i((

4RoU4�gRNAn ARm22I

s䚇倀HmRRo�42 Isg 2 4I )nUI

  s )ưm0(

i(

nx(

Na (((
  a)



Table of Contents

in the fair value of its debt portfolio would unfavorably affect U. S. Steel’s results and cash flows only to the extent that U. S. Steel elected to repurchase or
otherwise retire all or a portion of its fixed-rate debt portfolio at prices above carrying value.
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internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting. Our responsibility is to express
opinions on management’s assessment and on the effectiveness of the Company’s internal control over financial reporting based on our audit. We conducted
our audit of internal control over financial reporting in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects. An audit of internal control over financial reporting includes obtaining an understanding of internal control over financial
reporting, evaluating management’s assessment, testing and evaluating the design and operating effectiveness of internal control, and performing such other
procedures as we consider necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinions.
 
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.
 
/s/ PricewaterhouseCoopers LLP
 
PricewaterhouseCoopers LLP
Pittsburgh, Pennsylvania
February 25, 2005
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STATEMENT OF OPERATIONS
 

  

Year Ended December 31,
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STATEMENT OF CASH FLOWS
 

  

Year Ended December 31,

 
(Dollars in millions)  2004     2003     2002  
Increase (decrease) in cash and cash equivalents
Operating activities:                 
Net income (loss)  $ 1,091    $ (463)   $ 61 
Adjustments to reconcile net cash provided by operating activities:                 

Extraordinary loss, net of tax   -     52     - 
Cumulative effects of changes in accounting principles, net of tax  aPh
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