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Segments
 
U. S. Steel has three reportable operating segments: Flat-rolled Products (Flat-rolled), U. S. Steel Europe (USSE) and Tubular Products (Tubular). The results of
several operating segments that do not constitute reportable segments are combined and disclosed in the Other Businesses category.
 
The Flat-rolled segment includes the operating results of U. S. Steel’s North American integrated steel mills and equity investees involved in the production of
slabs, rounds, strip mill plates, sheets and tin mill products, as well as all iron ore and coke production facilities in the United States and Canada. These operations
primarily serve North American customers in the service center, conversion, transportation (including automotive), construction, container, and appliance and
electrical markets. Flat-rolled supplies steel rounds and hot-rolled bands to Tubular.
 
Flat-rolled has annual raw steel production capability of 24.3 million tons. Raw steel production was 18.6 million tons in 2011, 18.4 million tons in 2010 and
11.7 million tons in 2009. Raw steel production averaged 77 percent of capability in 2011, 76 percent of capability in 2010 and 48 percent of capability in 2009.
 
The USSE segment included the operating results of U. S. Steel Košice (USSK), U. S. Steel’s integrated steel mill and coke production facilities in Slovakia;
U. S. Steel Serbia (USSS), U. S. Steel’s integrated steel mill and other facilities in Serbia; and an equity investee. USSS was sold on January 31, 2012. USSE
primarily serves customers in the European construction, service center, conversion, container, transportation (including automotive), appliance and electrical, and
oil, gas and petrochemical markets. USSE produces and sells slabs, sheet, strip mill plate, tin mill products and spiral welded pipe, as well as heating radiators
and refractory ceramic materials.
 
USSE had annual raw steel production capability of 7.4 million tons, which consists of 5.0 million and 2.4 million tons from USSK and USSS, respectively. On
January 31, 2012, USSS was sold, reducing USSE’s annual steel capacity to 5.0 million tons. USSE’s raw steel production was 5.6 million tons in 2011,
6.1 million tons in 2010 and 5.1 million tons in 2009. USSE’s raw steel production averaged 76 percent of capability in 2011, 82 percent of capability in 2010 and
69 percent of capability in 2009.
 
The Tubular segment includes the operating results of U. S. Steel’s tubular production facilities, primarily in the United States, and equity investees in the United
States and Brazil. These operations produce and sell seamless and electric resistance welded (ERW) steel casing and tubing (commonly known as oil country
tubular goods or OCTG), standard and line pipe and mechanical tubing and primarily serve customers in the oil, gas and petrochemical markets. Tubular’s annual
production capability is 2.8 million tons.
 
All other U. S. Steel businesses not included in reportable segments are reflected in Other Businesses. These businesses include transportation services (railroad
and barge operations) and real estate operations.
 
For further information, see Note 3 to the Financial Statements.
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Financial and Operational Highlights
 Net Sales
 

 
 (a) Includes the former Lone Star facilities from the date of acquisition on June 14, 2007 and USSC from the date of acquisition on October 31, 2007.
 
Net Sales by Segment
 

(Dollars in millions, excluding intersegment sales)  2011      2010      2009  
Flat-rolled  $12,367    $10,848    $ 6,814  
USSE   4,306     3,989     2,944  
Tubular   3,034     2,403     1,216  

Total sales from reportable segments   19,707     17,240     10,974  
Other Businesses   177     134     74  

Net sales  $19,884     $17,374     $11,048  
 
Income (Loss) from Operations by Segment
 
  Year Ended December 31,  

(Dollars in Millions)  2011      2010      2009  
Flat-rolled  $ 469    $(261)
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Reportable Segments and Other Businesses – Income (Loss) from Operations (IFO)
 

 
 (a) Includes the former Lone Star facilities from the date of acquisition on June 14, 2007 and USSC from the date of acquisition on October 31, 2007.

 (b) Amounts prior to 2011 have been restated to reflect a change in our segment allocation methodology for postretirement benefit expenses as disclosed in Note 3
to the Financial Statements.

 
Steel Shipments
 

 
 (a) Includes the former Lone Star facilities from the date of acquisition on June 14, 2007 and USSC from the date of acquisition on October 31, 2007.
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Steel Shipments by Product and Segment
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Our commercial strategy is focused on providing value-added steel products, including advanced high strength steel and coated sheets for the automotive and
appliance industries, electrical steel sheets for the manufacture of motors and electrical equipment, galvanized and Galvalume  sheets for construction, tin mill
products for the container industry and oil country tubular goods for the oil and gas industry, including providing high quality steel to the developing North
American shale oil and gas market. In addition, our European operations concentrate on being a dependable source of high-quality steel to meet the needs of the
developing central European markets.
 
We are committed to meeting our customers requirements by developing new steel products and uses for steel. In connection with this commitment we have
research centers in Pittsburgh, Pennsylvania, and Košice, Slovakia. We also have an automotive center in Troy, Michigan and in 2011 we completed construction
of an innovation and technology center for Tubular products in Houston, Texas. The tuct�on d 
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During 2011, we were re-certified from the Wildlife Habitat Council (WHC) for our Wildlife at Work program at our South Taylor Environmental Park (STEP) near
Pittsburgh, Pennsylvania, which incorporates interaction with elementary school programs in Western Pennsylvania. In addit
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In May 2011, the U.S. International Trade Commission (ITC) concluded its five-year (sunset) reviews of antidumping orders against hot-rolled carbon steel flat
products from Brazil and Japan, a countervailing duty order against hot-rolled carbon steel flat products from Brazil, and a suspended antidumping investigation
concerning hot-rolled carbon steel flat products from Russia. It determined that terminating the existing suspended antidumping duty investigation on imports of
product from Russia would be likely to lead to the continuation or recurrence of material injury within a reasonably foreseeable time, and that revoking the orders
against product from Brazil and Japan would not be likely to lead to the continuation or recurrence of material injury within a reasonably foreseeable time. As a
result, the orders against product from Brazil and Japan have been terminated, while the suspended investigation against product from Russia will remain
suspended. U. S. Steel has appealed the ITC’s negative determinations with respect to Brazil and Japan to the U.S. Court of International Trade.
 
The U.S. Department of Commerce (DOC) and the ITC concluded their five-year (sunset) reviews of antidumping orders against seamless standard, line, and
pressure pipe from Japan (large-diameter and small-diameter) and Romania (small-diameter) in August 2011 and September 2011, respectively. The DOC
determined that revoking these orders would likely lead to the continuation or recurrence of dumping, and the ITC determined that revoking the orders would be
likely to lead to the continuation or recurrence of material injury within a reasonably foreseeable time. As a result, the orders remainin he U.�rrenrders remaaaaaaepae lC epectiy tembere deon oreeinju h Trade.
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East Chicago Tin is located in East Chicago, Indiana and produces tin mill products. Facilities include a pickling line�a�aci
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U. S. Steel has a 14.7 percent ownership interest in Hibbing Taconite Company (Hibbing), which is based in Hibbing, Minnesota. Hibbing’s rated annual
production capability is 9.1 million tons of iron ore pellets, of which our share is about 1.3 million tons, reflecting our ownership interest. Oshare is hr in..1.n.prs,annt aelduction cae a 3 illion t1.3 h�lion tnnuant million tons, reflarcionilei�
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Feralloy Processing Company (FPC), a joint venture between U. S. Steel and Feralloy Corporation, converts coiled hot strip mill plate into sheared and flattened
plates for shipment to customers. U. S. Steel has a 49 percent interest. The plant, located in Portage, Indiana, has annual production capability of approximately
275,000 tons.
 
U. S. Steel, along with Feralloy Mexico, S.R.L. de C.V. and Mitsui & Co. (USA), Inc., participates in a joint venture, Acero Prime, S.R.L. de CV (Acero Prime).
U. S. Steel has a 40 percent interest. Acero Prime has facilities in San Luis Potosi and Ramos Arizpe, Mexico. Acero Prime provides slitting, warehousing and
logistical services. Acero Prime’s annual slitting capability is approximately 385,000 tons.
 
USSE
 
USSE consisted of USSK and its subsidiaries, USSS and an equity investee.
 
On January 31, 2012, USSS was sold.
 
USSK operates an integrated facility in Košice, Slovakia, which has annual raw steel production capability of 5.0 million tons. This facility has two coke batteries,
three blast furnaces, four steelmaking vessels, a vacuum degassing unit, two dual strand casters, a hot strip mill, two pickling lines, two cold reduction mills, three
annealing facilities, a temper mill, a temper/double cold reduction mill, three hot dip galvanizing lines, two tin coating lines, three dynamo lines, a color coating line
and two spiral welded pipe mills. Principal products include hot-rolled, cold-rolled and coated sheets, tin mill products and spiral welded pipe. USSK also has
facilities for manufacturing heating radiators and refractory ceramic materials.
 
In addition, USSK has a research laboratory which, in conjunction with our Research and Technology Center, supports efforts in cokemaking, electrical steels,
design and instrumentation, and ecology.
 
USSS consisted of an integrated plant in Smederevo, Serbia which had annual raw steel production capability of 2.4 million tons. Facilities at this plant included
two blast furnaces, three steelmaking vessels, two slab casters, a hot strip mill, two pickling lines, a cold reduction mill, two annealing facilities, a temper mill and a
temper/double cold reduction mill. Other facilities included a tin mill in Šabac with one tin coating line, a limestone mine in Kučevo and a river port in Smederevo,
all located in Serbia. Principal products included hot-rolled and cold-rolled sheets and tin mill products.
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The amounts of such raw materials needed to produce a ton of steel will fluctuate based upon the specifications of the final steel products, the quality of raw
materials and, to a lesser extent, differences among steel producing equipment. In broad terms, U. S. Steel estimates that it consumes about 1.4 tons of coal to
produce one ton of coke and that it consumes approximately 0.4 tons of coke, 0.2 tons of steel scrap (40 percent of
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contracts for a portion of our expected business needs in order to partially manage our exposure to the volatility of the zinc and tin markets.
 
Natural Gas
 
All of U. S. Steel’s natural gas requirements are purchased from outside sources.
 
We believe that supplies 
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current Congress. The EU has established greenhouse gas regulations while in Canada, a
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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 Note 12 to the Financial Statements.
 
Employees
 
As of December 31, 2011, U. S. Steel had approximately 24,000 employees in North America and approximately 19,000 in Europe. Due to the sale of USSS on
January 31, 2012, our total employees were reduced by approximately 5,400.
 
Most hourly employees of U. S. Steel’s flat-rolled, tubular, cokemaking and iron ore pellet facilities in the United States are covered by collective bargaining
agreements with the USW entered into effective September 1, 2008 (the 2008 CBAs) that expire on September 1, 2012. The 2008 CBAs resulted in wage
increases ranging from $0.65 to $1.00 per hour as of the effective date. Employees received four percent wage increases on September 1, 2009, 2010 and 2011.
The 2008 CBAs also required U. S. Steel to make annual $75 million contributions to a restricted account within our trust for retiree health care and life insurance
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Risk Factors Concerning the Steel Industry
 
Steel consumption is highly cyclical, and worldwide overcapacity in the steel industry and the availability of alternative products have resulted in
intense competition, which may have an adverse effect on profitability and cash flow, especially during periods of economic weakness.
 
Steel consumption is highly cyclical and generally follows economic and industrial conditions both worldwide and in regional markets. The steel industry has
historically been characterized by excess global supply, which has led to substantial price decreases during periods of economic weakness. Substitute materials
are increasingly available for many steel products, which further reduces demand for steel.
 
As the overall North American economy has recovered, we have experienced shorter business cycles with durations measured in weeks or months rather than
the traditional multi-year cycles. This volatility makes it difficult to balance the procurement of raw materials and energy with our steel production and customer
product demand.
 
Rapidly growing supply in China and other developing economies may grow faster than real demand in those economies, which may result in
additional excess worldwide capacity and falling steel prices.
 
Over the last several years, steel consumption in China and other developing economies has increased at a rapid pace. Steel companies have responded by
rapidly increasing steel production capability in those countries and published reports state that further capacity increases are likely. Steel production capability,
especially in China, now appears to be well in excess of China’s home market demand. Because China is now the largest worldwide steel producer by a
significant margin, any excess Chinese supply could have a major impact on world steel trade and prices if this excess and subsidized production is exported to
other markets. Since the Chinese steel industry is largely government owned, it has not been as adversely impacted by the ongoing difficult economic conditions,
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automatic or discretionary recision or reduction. There can be no assurance that any such relief will be obtained or continued in the future or that such relief as
obtained will be adequate. There is also a risk that international bodies such as the World Trade Organization or judicial bodies in the United States, Canada or
the EU may change their interpretations of these laws in ways unfavorable to U. S. Steel such as a recent United States court ruling rejecting the ap
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Many domestic and international competitors do not provide retiree health care and life insurance or defined benefit pension plans, and other international
competitors operate in jurisdictions with government sponsored retirement and health care plans that may offer them a cost advantage. Benefit obligations under
our plans are not tied to operating rates; therefore, our costs do not change to reflect general economic conditions.
 
We have higher environmental remediation costs than our competitors. This creates a competitive disadvantage and negatively affects our results of
operations and cash flows.
 
U. S. Steel is involved in numerous remediation projects at currently operating facilities, facilities that have been closed or sold to unrelated parties and other sites
where material generated by U. S. Steel was deposited. In addition, there are numerous other former operating or disposal sites that could become the subject of
remediation. For example, we recorded a charge of $18 million in 2011 related to a component of the Gary Works RCRA corrective action program, and we
recorded a charge of $49 million in 2009 in connection with the expanded scope of remediation at our former Geneva Works.
 
Environmental remediation costs and related cash requirements of many of our competitors may be substantially less than ours. Many international competitors do
not face similar laws in the jurisdictions where they operate. Many U.S. competitors have substantially shorter operating histories than we do, resulting in less
exposure for environmental remediation. Competitors that have obtained relief under bankruptcy laws may have been released from certain environmental
obligations that existed prior to the bankruptcy filing.
 
Other Risk Factors Applicable to U. S. Steel
 
Unplanned equipment outages and other unforeseen disruptions may reduce our results of operations.
 
Our steel production depends on the operation of critical structures and pieces of equipment, such as blast furnaces, casters, hot strip mills and various structures
and operations that support them. It is possible that we could experience prolonged periods of reduced production and increased maintenance and repair costs
due to equipment failures at our facilities or those of our key suppliers. For example, we experienced a structural failure at Gary Works in 2010 that disrupted
operations for several weeks. It is also possible that operations may be disrupted due to other unforeseen circumstances such as power outages, explosions,
fires, floods, accidents and severe weather conditions. We are also exposed to similar risks involving major customers and suppliers such as force majeure events
of raw materials suppliers that have occurred and may occur in the future. Production at USSE was curtailed in January 2009 due to the suspension of natural gas
deliveries to Europe from Russia transported through Ukraine and we remain vulnerable to this risk. Since that time, we have taken steps to mitigate the effects of
a future disruption including adding storage capacity in the Slovak Republic and the ability to have reverse flow gas from the Czech Republic to Slovakia.
Availability of raw materials and delivery of products to customers could be affected by logistical disruptions (such as shortages of barges, ocean vessels, rail cars
or trucks, or unavailability of rail lines or of locks on the Great Lakes or other bodies of water). To the extent that lost production could not be compensated for at
unaffected facilities and depending on the length of the outage, our sales and our unit production costs could be adversely affected.
 
We may be adversely impacted by volatility in prices for raw materials, energy, and steel.
 
In 2011, approximately 67 percent of U. S. Steel’s Flat-rolled segment sales in the United States are based on sales contracts with volume commitments and
durations of at least one quarter, while lesser percentages of Tubular and USSE segment sales are made pursuant to such contracts. These contracts generally
have a fixed price or a price that will fluctuate with changes in a defined index and do not always have firm volume commitments. During periods of rapid
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Declines in the production levels of our major customers could have an adverse effect on our financial position, results of operations and cash flow.
 
We sell to the automotive, service center, converter, energy and appliance and construction-related industries, all of which have been signficantly impacted by the
ongoing difficult economic conditions. Low demand from customers in these key markets may adversely affect our results of operations.
 
We face risks concerning new technologies, products and increasing customer requirements.
 
Technologies such as direct iron reduction and carbon substitution may be more cost effective than our current production methods. However, we may not have
sufficient capital to invest in such technologies and may from time to time, incur cost over-runs and difficulties adapting and fully integrating these technologies
into our existing operations. We may also encounter control or production restrictions, or not realize the cost benefit from such capital intensive technology
adaptations to our current production processes. Customers such as the automotive industry are demanding stronger and lighter products. Tubular customers are
increasingly requesting pipe producers to supply connections and other ancillary parts as well as inspection and other services. We may not be successful in
meeting these technological challenges and there may be increased liability exposures connected with the supply of additional products and services. Events such
as well failures, line pipe leaks, blowouts, bursts, fires and product recalls could result in claims that our products or services were defective and caused death,
personal injury, property damage or environmental pollution. The insurance we maintain may not be adequate, available to protect us in the event of a claim, or its
coverage may be limited, canceled or otherwise terminated, or the amount of our insurance may be less than the related impact on our enterprise value after a
loss.
 
The terms of our indebtedness contain provisions that may limit our flexibility.
 
The Amended Credit Agreement is secured by a lien on a majority of our domestic inventory and certain of our accounts receivable and includes a fixed charge
coverage ratio covenant that applies to the most recent four consecutive quarters when availability under the Amended Credit Agreement is less than the greater
of 10% of the total aggregrate commitments and $87.5 million. Because the Amended Credit Agreement was undrawn throughout 2011, this covenant was not
applicable. The value or levels of inventory may decrease or we may not be able to meet this covenant in the future, and either or both of these situations would
limit our ability to borrow under the Amended Credit Agreement. We also amended our RPA during 2011 to increase the maximum amount of receivables eligible
for sale by $100 million to $625 million. As of December 31, 2011, we have sold $380 million of our receivables to third party commercial paper conduits to fund our
working capital requirements. Reductions in accounts receivable would reduce the amount of receivables available for sale.
 
In general, availability under the Amended Credit Agreement is limited to a monthly borrowing base for certain eligible domestic inventory. Inventory reductions
could limit availability to less than the potential $875 million. If availability under the Amended Credit Agreement is less than the greater of 10% of the total
aggregate commitments and $87.5 million, we would also be subject to a fixed charge coverage ratio covenant. In addition, beginning on February 13, 2014 and
extending until the repayment or conversion of the 4.00% senior convertible notes, we must maintain minimum liquidity of at least $350 million if the aggregate
outstanding principal amount of the 4.00% senior convertible notes is $350 million or greater; or minimum liquidity of $175 million, if the outstanding principal
amount is lower than $350 million. The minimum liquidity (as further defined in the Amended Credit Agreement) must include at least $145 million of availability
under the Amended Credit Agreement. This may be a particular problem as market conditions and order levels continue to improve and U. S. Steel needs the
liquidity to build working capital. We have granted the lenders under the Amended Credit Agreement a secured position in our most liquid assets, which may be a
detriment to other creditors.
 
The Amended Credit Agreement, our Senior Convertible Notes issued in 2009 and our $2.2 billion of Senior Notes issued in 2007 and 2010 also contain
covenants limiting our ability to create liens and engage in sale-leasebacks. Additionally, the repayment of amounts outstanding under the Amended Credit
Agreement and repurchase of the Senior Convertible Notes and Senior Notes is required upon a change of control under specified circumstances, as well as other
customary provisions. The Amended Credit Agreement, the Senior Convertible Notes and the RPA have provisions that certain defaults under a material debt
obligation could cause a default under the Amended Credit Agreement or the Senior Convertible Notes or termination of the RPA. These terms may affect our
liquidity, our ability to operate our business and may limit our ability to take advantage of potential business opportunities.
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Rating agencies may downgrade our credit ratings, which would make it more difficult for us to raise capital and would increase our financial costs.
 
Any downgrades in our credit ratings may make raising capital more difficult, may increase the cost and affect the terms of future borrowings, may affect the terms
under which we purchase goods and services and may limit our ability to take advantage of potential business opportunities.
 
“Change in control” clauses in our financial and labor agreements grant the other parties to those agreements rights to accelerate obligations and to
terminate or extend our labor agreements.
 
Upon the occurrence of “change in control” events specified in our Senior Notes, Amended Credit Agreement, Senior Convertible Notes and various other
contracts and leases, the holders of our indebtedness may require us to immediately repurchase or repay that debt on less than favorable terms. Additionally, the
2008 CBAs give the USW the right to either terminate or extend the collective bargaining agreements for an additional four years. Among other things, these
provisions may make a takeover of U. S. Steel more difficult.
 
A “change of control” is generally defined to include any of the following: (a) the acquisition by a person or group of at least 35 percent of our common stock, (b) a
merger in which holders of our common stock own less than a majority of the equity in the resulting entity, or (c) replacement of a majority of the members of our
Board of Directors by persons who were not nominated by our current directors.
 
Our operations expose us to uncertainties and risks in the countries in which we operate, which could negatively affect our results of operations and
cash flows.
 
Our U.S. operations are subject to economic conditions and political factors in the United States, which if changed could negatively affect our results of operations
and cash flow. Political factors include, but are not limited to, taxation, inflation, increased regulation, limitations on exports of energy and raw materials, and trade
remedies. Actions taken by the U.S. government could affect our results of operations and cash flow.
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We are exposed to potential impairment of goodwill recorded on our balance sheet.
 
Our acquisitions of Lone Star Technol
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Provisions of Delaware Law, and our governing documents may make a takeover of U. S. Steel more difficult.
 
Certain provisions of Delaware law, our certificate of incorporation and by-laws could make more difficult or delay our acquisition by means of a tender offer, a
proxy contest or otherwise and the removal o
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Other Operations

Property  Location  Products and Services
U. S. Steel Košice
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About 2,570, or approximately 80 percent, of these claims are currently pending in jurisdictions which permit filings with massive numbers of plaintiffs. Based upon
U. S. Steel’s experience in such cases, it believes that the actual number of plaintiffs who ultimately assert claims against U. S. Steel will likely be a small fraction
of the total number of plaintiffs. Most of the claims filed in 2011, 2010 and 2009 involve individual or small groups of claimants.
 
Historically, these claims against U. S. Steel fall into three major groups: (1) claims made by persons who allegedly were exposed to asbestos at U. S. Steel
facilities (referred to as “premises claims”); (2) claims made by industrial workers allegedly exposed to products formerly manufactured by U. S. Steel; and
(3) claims made under certain federal and general maritime laws by employees of former operations of U. S. Steel. The ultimate outcome of any claim depends
upon a myriad of legal and � fedlegal ma taljurle
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current or former premises. These claims may be made by an indeterminable number of people such as truck drivers, railroad workers, salespersons, contractors
and their employees, government inspectors, customers, visitors and even trespassers. In most cases, the claimant also was exposed to asbestos in non-U. S.
Steel settings; the relative periods of exposure between U. S. Steel and non-U. S. Steel settings vary with each claimant; and the strength or weakness of the
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Minnesota Environmental Response and Liability Act on its Permanent List of Priorities. The U.S. Environmental Protection A�
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sediments behind the East Breakwall. Implementation of these programs continued during the fourth quarter of 2011. In addition, U. S. Steel has submitted an
interim stabilization measure workplan to address certain components of the East Side Groundwater Solid Waste Management Area as required by the
Administrative Order. Until the remaining Phase I work and Phase II field investigations are completed, it is not possible to assess what additional expenditures
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batteries at its Clairton Plant and to resolve alleged opacity violations from its Edgar Thomson Plant. Under the COA, U. S. Steel paid a civil penalty of $301,800
on March 25, 2008. The COA requires U. S. Steel to conduct interim repairs on existing batteries and make improvements at the Ladle Metallurgical Facility and
Steelmaking Shop at the Edgar Thomson Plant. The COA also required that Batteries 1, 2 and 3 be shutdown by August 11, 2015. On September 30, 2010, U. S.
Steel and ACHD amended the COA to require U. S. Steel to install two new Low Emissions Quench Towers to replace existing towers and bring Batteries 1, 2 and
3 into compliance rather than shutting them down. We are repairing existing Batteries 19 and 20 and we continue to make improvements on Batteries 1, 2 and 3.
The capital costs for the quench towers is estimated to be $60 million while the cost of improvements at Batteries 1, 2 and 3 cannot be estimated at this time. U. S.
Steel is also completing upgrades at its Edgar Thomson Plant that would reduce emissions. U. S. Steel shut down Batteries 7, 8 and 9 in 2009 as required by the
COA.
 
On October 8, 2009, Mon Valley Clairton Plant received an NOV from ACHD alleging that the Clairton Plant was culpable for hydrogen sulfide (H S) Pennsylvania
ambient air quality standard exceedances. The NOV requires U. S. Steel to submit a plan with milestones to reduce and minimize fugitive emissions of coke oven
gas from the coke producing operations at Clairton including identification of coke oven gas emission sources and method of improved emission prevention and
control. While U. S. Steel appealed the NOV on October 16, 2009, U. S. Steel submitted an Action Plan to ACHD that was required by the NOV. U. S. Steel and
ACHD have performed H S modeling and are in the process of evaluating all potential sources of H S in the area. U. S. Steel and ACHD continue to meet and
discuss resolution.
 

Midwest Plant
 
A former disposal area located on the east side of the Midwest Plant was designated a SWMU (East Side SWMU) by IDEM before U. S. Steel acquired this plant
from National Steel Corporation. U. S. Steel submitted a Closure Plan to IDEM recommending consolidation and “in-place” closure of the East Side SWMU. IDEM
approved the Closure Plan in January 2010. Implementation of the Closure Plan began during the third quarter of 2010 and field work was completed early in the
second quarter of 2011. A full vegetative cover over the project area is in place and the Closure Completion Report was approved by IDEM on November 21,
2011. As of December 31, 2011, $4.2 million has been spent on the project. The remaining cost is estimated to be $216,000 for post construction monitoring work
and was recorded as an accrued liability as of December 31, 2011.
 

Fairless Plant
 
In January 1992, U. S. Steel commenced negotiations with EPA regarding the terms of an Administrative Order on consent, pursuant to RCRA, under which
U. S. Steel would perform an RFI and a CMS at our Fairless Plant. A Phase I RFI report was submitted during the third quarter of 1997. The cost to U. S. Steel to
continue to maintain the interim measures, develop a Phase II/III RFI Work Plan and implement certain corrective measures is estimated to be $683,000. It is
reasonably possible that additional costs of as much as $25 million to $45 million may be incurred at this site in combination with four other projects. See note 24
to the Financial Statements “Contingencies and Commitments – Environmental Matters – Remediation Projects – Projects with Ongoing Study and Scope
Development.”
 

Fairfield Works
 
A consent decree was signed by U. S. Steel, EPA and the U.S. 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. In accordance with the consent decree, U. S. Steel initiated a RCRA corrective action program at
the Fairfield Works facility. The Alabama Department of Environmental Management (ADEM) with the approval of EPA assumed primary responsibility for
regulation and oversight of the RCRA corrective action program at Fairfield Works. ADEM is currently reviewing the Phase II RFI work plan. In October, 2011, U.
S. Steel initiated a Phase I Investigation of the Exum Materials Management Area. In total, the accrued liability for remaining work under the Corrective Action
Progam including the former Ensley facility was $790,000 at December 31, 2011, based on estimated remaining costs. It is reasonably possible that additional
costs of as much as $25 million to $45 million may be incurred at this site in combination with four other projects. See note 24 to the Financial Statements
“Contingencies and Commitments – Environmental Matters – Remediation Projects – Projects with Ongoing Study and Scope Development.”
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Granite City Works
 
U. S. Steel received two NOVs, dated February 20, 2004 and March 25, 2004, for air violations at the coke batteries, the blast furnace and the steel shop at our
Granite City Works facility. All of the issues have been resolved except for an issue relating to air emissions that occurs when coke is pushed out of the ovens, for
which a compliance plan has been submitted to the Illinois Environmental Protection Agency (IEPA). On December 18, 2007, U. S. Steel and IEPA entered into a
consent order (State of Illinois ex. rel. Lisa Madigan vs. United States Steel Co
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EXECUTIVE OFFICERS OF THE REGISTRANT
 
The executive officers of U. S. Steel and their ages as of February 1, 2012, are as follows:
 

Name  Age   Title  
Executive Officer

Since
George F. Babcoke

 
 55  

 
Senior Vice President – European Operations & Global
Operations Services  

March 1, 2008

Larry T. Brockway   52   Senior Vice President and Chief Risk Officer  August 1, 2011
James D. Garraux   59   General Counsel & Senior Vice President – Corporate Affairs  February 1, 2007
Gretchen R. Haggerty   56   Executive Vice President & Chief Financial Officer  December 31, 2001
David H. Lohr

 
 58  

 
Senior Vice President – Strategic Planning, Business Services &
Administration  

June 1, 2008

John P. Surma   57   Chairman of the Board of Directors and Chief Executive Officer  December 31, 2001
Susan M. Suver   52   Vice President – Human Resources  November 1, 2007
Gregory A. Zovko   50   Vice President & Controller  April 1, 2009

 
All of the executive officers mentioned above have held responsible management or professional positions with U. S. Steel or our subsidiaries for more than the
past five years, with the exception of Ms. Suver. Prior to joining U. S. Steel, Ms. Suver served as corporate vice president, Global Human Resources for Arrow
Electronics, Inc. (Arrow), a $12 billion global provider of industrial and commercial electronic components and computer products. She joined Arrow in 2001 as
vice president, Global Organizational Development. Prior to that, she served as vice president, Organization Effectiveness and Communication for Phelps Dodge
Corporation.
 
Messrs. Garraux and Surma and Ms. Haggerty will hold office until the annual election of executive officers by the Board of Directors following the next Annual
Meeting of Stockholders, or until his or her earlier resignation, retirement or removal. Messrs. Bab s l wib eg a d Movko vtil hhe reresignation, retirement or removal.

g
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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. 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-59.
 
As of January 31, 2012, there were 18,414 registered holders of U. S. Steel common stock.
 
The Board of Directors intends to declare and pay dividends on U. S. Steel common stock based on the financial condition and results of operations of U. S. Steel,
although it has no obligation under Delaware law or the U. S. Steel Certificate of Incorporation to do so. Dividends are declared by U. S. Steel on a quarterly basis.
For all four quarters in 2011 and 2010, the dividend declared per share of U. S. Steel common stock was $0.05. Dividends on U. S. Steel common stock are
limited to legally available funds.
 
Shareholder Return Performance
 
The graph below compares the yearly change in cumulative total shareholder return of our common stock with the cumulative total return of the Standard & Poor’s
(S&P’s) 500 Stock Index and the S&P Steel Index.
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Operations reporting units was estimated using probability weighted scenarios of future cash flow projections based on management’s long range estimates of
market conditions over a multiple year horizon
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be able to realize deferred tax assets in the future in excess of the net recorded amount, an adjustment to the deferred tax asset valuation allowance would
increase income in the period such determination was made. Likewise, should U. S. Steel determine that it would not be able to realize all or part of our deferred
tax assets in the future, an adjustment to the valuation allowance for deferred tax assets would be charged to income in the period such determination was made.
U. S. Steel expects to generate future taxable income to realize the benefits of our net deferred tax assets. On January 31, 2012, U. S. Steel sold USSS and the
Serbian deferred tax assets and offsetting valuation allowance will be removed in the first quarter of 2012 in connection with the sale.
 
U. S. Steel makes no provision for deferred U.S. income taxes on undistributed foreign earnings because as of December 31, 2011, it remained management’s
intention to continue to indefinitely reinvest such earnings in foreign operations. See Note 10 to the Financial Statements. Undistributed foreign earnings at
December 31, 2011 amounted to approximately $2,993 million. If such earnings were not indefinitely reinvested, a U.S. deferred tax liability of approximately
$900 million would have been required.
 
U. S. Steel records liabilities for potential tax deficiencies. These liabilities are based on management’s judgment of the risk of loss for items that have been or
may be challenged by taxing authorities. In the event that U. S. Steel were to determine that tax-related items would not be considered deficiencies or that items
previously not considered to be potential deficiencies could be considered potential tax deficiencies (as a result of an audit, court case, tax ruling or other
authoritative tax position), an adjustment to the liability would be recorded through income in the period such determination was made.
 
Environmental Remediation – U. S. Steel provides for remediation costs and penalties when the responsibility to remediate is probable and the amount of
associated costs is reasonably determinable. Remediation liabilities are accrued based on estimates of known environmental exposures and are discounted in
certain instances. U. S. Steel regularly monitors the progress of environmental remediation. Should studies indicate that the cost of remediation is to be more than
previously estimated, an additional accrual would be recorded in the period in which such determination was made. As of December 31, 2011, the total accrual for
environmental remediation was $206 million, excluding liabilities related to asset retirement obligations. Due to uncertainties inherent in remediation projects, it is
possible that total remediation costs for active matters may exceed the accrued liability by as much as 15 to 30 percent.
 
Segments
 
U. S. Steel has three reportable operating segments: Flat-rolled Products (Flat-rolled), U. S. Steel Europe (USSE) and Tubular Products (Tubular). The results of
several operating segments that do not constitute reportable segments are combined and disclosed in the Other Businesses category.
 
The Flat-rolled segment includes the operating results of U. S. Steel’s North American integrated steel mills and equity investees involved in the production of
slabs, rounds, strip mill plates, sheets and tin mill products, as well as all iron ore and coke production facilities in the United States and Canada. These operations
primarily serve North American customers in the service center, conversion, transportation (including automotive), construction, container, and appliance and
electrical markets. Flat-rolled supplies steel rounds and hot-rolled bands to Tubular.
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Segment results for Flat-rolled
(Includes USSC from the date of acquisition on October 31, 2007)
 

 
The Flat-rolled segment had income of $469 million for the year ended December 31, 2011 compared to a loss of $261 million for the year ended December 31,
2010. The significant improvement in Flat-rolled results for the year ended December 31, 2011 compared to the same period in 2010 resulted mainly from net
favorable changes in commercial effects (approximately $1,260 million), favorable changes from increased steel substrate sales to our Tubular segment
(approximately $195 million), decreased facility restart costs (approximately $50 million), hi
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Segment results for Tubular
(Includes Lone Star facilities from the date of acquisi
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Items not allocated to segments:
 
We recorded an $18 million environmental remediation charge  in 2011 as a component of the Gary Works RCRA corrective action program was defined. We
recorded a $49 million environmental remediation charge in 2009 in connection with the definition of an expanded scope of remediation at our former Geneva
Works.
 
We recorded a $6 million pretax net gain on the sale of assets in 2010 related to the sale of transportation assets in Alabama, the sale of the bar mill and bloom
and billet mill assets located at Hamilton Works and the sale of the majority of the operating assets of Fintube Technologies. We recorded a $97 million pretax net
gain on sale of assets in 2009 as a result of the sale of a majority of the operating assets of EJ&E. The net gain included a pension curtailment loss of
approximately $10 million.
 

Postretirement benefit expenses  increased from 2010 to 2011 and from 2009 to 2010 as a result of higher amortization of unrecognized losses and lower
asset returns, both of which relate to a lower market-related value of assets caused by the recognition of the deferred 2008 investment losses.
 

During 2009, U. S. Steel received a federal excise tax refund  of $34 million associated with the recovery of black lung excise taxes that were paid on coal
export sales from 1990 to 1992.
 

A litigation reserve of $45 million involving a rate escalation provision in a U. S. Steel power supply contract was established in 2008 as a result of a court
ruling and was subsequently reversed in 2009 as that decision was overturned.
 

Workforce reduction charges of $86 million in 2009 reflected employee severance and net benefit charges related to a VERP offered in the first quarter of
2009 to certain non-represented employees in the United States.
 
Net Interest and Other Financial Costs
 
   Year Ended December 31,  

(Dollars in millions)      2011             2010             2009     
Interest and other financial costs  $ 217    $ 223    $ 179  
Interest income   (6)    (7)    (10) 
Foreign currency losses (gains)   27     58     (8) 

Net interest and other financial costs  $ 238     $ 274     $ 161  
 
The favorable change in net interest and other financial costs from 2010 to 2011 was mainly due to reduced net foreign currency losses in 2011 as compared to
2010. The foreign currency effects primarily resulted from the accounting remeasurement effects on a U.S. dollar-denominated intercompany loan (the
Intercompany Loan) from a U.S. subsidiary to a European subsidiary that had an outstanding balance of $1.6 billion at December 31, 2011 partially offset by euro-
U.S. dollar derivatives activity, which we use to mitigate our foreign currency exchange rate exposure.
 
The unfavorable change in net interest and other financial costs from 2009 to 2010 was partially due to foreign currency losses in 2010 compared to foreign
currency gains in 2009 which primarily resulted from the accounting remeasurement effects of the Intercompany Loan partially offset by euro-U.S. dollar
derivatives activity. Additionally, interest expense increased in 2010 due to the issuance of $600 million of 7.375% Senior Notes in March 2010 and the issuance
of $863 million 4.00% Senior Convertible Notes in May of 2009 partially offset by reduced interest expense on the USSK revolving credit facility due to repayments
in 2010.
 
For additional information on U. S. Steel’s foreign currency exchange activity see Note 15 to the Financial Statements and “Item 7A . Quantitative and Qualitative
Disclosures about Market Risk – Foreign Currency Exchange Rate Risk.”
 

68



Table of Contents

Income Taxes
 
The income tax provision for the year ended December 31, 2011 was $80 million, compared to an income tax provision of $97 million in 2010 and an income tax
benefit of $439 million in 2009. The effective tax rates differs from the statutory rate because losses in Canada and Serbia, which are jurisdictions where we have
recorded full valuation allowances, do not generate a tax benefit for accounting purposes and because the tax provision does not reflect any tax provision or
benefit for certain foreign currency accounting remeasurement gains and losses that are not recognized in any tax jurisdiction. These foreign currency gains or
losses relate to the accounting remeasurement effects on the outstanding balance of a U.S. dollar-denominated intercompany loan from a U.S. subsidiary to a
European subsidiary. (See Item 7A. Quantitative and Qualitative Disclosures about Market Risk – Foreign Currency Exchange Rate Risk for further details.)
Included in the 2010 tax provision is a net tax benefit of $39 million resulting from the conclusion of certain tax return examinations and the remeasurement of
existing tax reserves, offset by a tax charge of $27 million as a result of the U.S. health care legislation enacted in the first quarter (see Note 18 to the Financial
Statements).
 
The net domestic deferred tax asset was $697 million at December 31, 2011 compared to $563 million at December 31, 2010. The increase in the net deferred tax
asset from 2010 to 2011 was primarily due to an increase in credit carryforwards and the change in the funded status of our pension and other employee benefit
plans (see Note 10 to the Financial Statements). A substantial amount of U. S. Steel’s domestic deferred tax assets relates to employee benefits that will become
deductible for tax purposes over an extended pe m�essSan cr � b stic defedit carr
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U. S. Steel’s contract commitments to acquire property, plant and equipment at December 31, 2011, totaled $257 million.
 
Capital expenditures for 2012 are expected to total approximately $900 million. With regard to capital investments, we remain focused on a number of key projects
of strategic importance in each of our three business segments. We have made significant progress to improve our self-sufficiency and reduce our reliance on
coke for the steel making process through the application of advanced technologies, upgrades to our existing coke facilities and increased use of natural gas and
pulverized coal in our operations. This may enable us to minimize additional capital investments in coke and carbon alloy projects in the future. Engineering and
construction of a technologically and environmentally advanced battery at the Mon Valley Works’ Clairton Plant with projected capacity of 960,000 tons per year is
underway with completion expected near year-end 2012. We are constructing a carbon alloy facility at our Gary Works which utilizes an environmentally
compliant, energy efficient and flexible production technology to produce a coke substitute with a projected capacity of 500,000 tons per year with completion
expected in the second half of 2012. We expect both of these projects to reach full production capability in 2013. We completed construction of our blast furnace
coal injection �oal t prolŠ�0�t p
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from the sale of transportation assets in Alabama, and approximately $22 million from the sale of a majority of the operating assets of Fintube. Disposal of assets
in 2009 primarily reflects pre-tax cash proceeds of approximately $300 million from the sale of a majority of the operating assets of EJ&E and $36 million from the
sale of emissions allowances by USSK.
 

Restricted cash  in 2011 and 2010 primarily relates to the receipt and use of the proceeds received from the issuance of $70 million of Recovery Zone
Facility Bonds in 2010. The proceeds of which were placed in escrow and restricted for the heat treat and finishing facilities capital project at our Tubular
operations in Lorain, Ohio. The proceeds became unrestricted as capital expenditures for this project were made. This project was completed in 2011. Restricted
cash in 2009 primarily reflected collateral required for financial assurance purposes.
 

Borrowings against revolving credit facilities in 2011 reflect amounts drawn under USSK’s €280 million total unsecured revolving credit facilities.
 

Repayments of revolving credit facilities in 2011 reflect USSK’s repayment of the outstanding borrowings under its €280 million total unsecured revolving
credit facilities. Repayments of revolving credit facilities in 2010 reflects USSK’s repayment of the outstanding borrowings under its €200 million unsecured
revolving credit facility and repayment of current year borrowings under revolving credit facilities.
 

Proceeds from Receivables Purchase Agreement in 2011 reflect activity under the Receivables Purchase Agreement.
 

Issuance of long-term debt, net of financing costs  in 2011 reflects the issuance of $195 million of Environmental Revenue Bonds (ERBs) maturing from
2015 to 2029. Issuance of long-term debt, net of financing costs in 2010 primarily reflects the issuance of $600 million of 7.375% Senior Notes due in 2020. U. S.
Steel received net proceeds of $582 million afterf �t  r2029. Issu  r2 su 2 su 2 su ἠ al 58ent.
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Liquidity
 
The following table summarizes U. S. Steel’s liquidity as of December 31, 2011:
 

(Dollars in millions)     
Cash and cash equivalents  $ 408  
Amount available under $875 Million Credit Facility   875  
Amount available under Receivables Purchase Agreement   245  
Amounts available under USSK credit facilities   233  
Amounts available under USSS credit facilities   39  
Total estimated liquidity  $      1,800  

 (a) The USSS credit facilities were terminated on January 31, 2012 as a result of the sale of USSS. Therefore, first quarter 2012 availability will be reduced by this amount.  

 

 
(a) Excludes $20 million at December 31, 2007 of cash primarily related to the Clairton 1314B Partnership because it was not available for U. S. Steel’s use. On October 31, 2008, we acquired the equity

interests in Clairton 1314B that we did not wholly own. Excludes $1 million of cash at December 31, 2008 related to our variable interest entities.
 
Over the last three years there have been substantial changes in our working capital. Cash was generated as business activity slowed during the recession and
cash was consumed as working capital was rebuilt in 2010 as raw steel capability utiliza� ty been sa ess
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As of December 31, 2011, U. S. Steel has a Receivables Purchase Agreement (RPA) that provides liquidity and letters of credit depending upon the number of
eligible domestic receivables generated by U. S. Steel. Domestic trade accounts receivables are sold, on a daily basis, without recourse, to U. S. Steel
Receivables, LLC (USSR), a consolidated wholly owned special purpose entity. As U. S. Steel accesses this facility, USSR sells an undivided interest in these
receivables to certain conduits. The conduits issue commercial paper to finance the purchase of their interest in the receivables and if any of them are unable to
fund such purchases, two banks are committed to do so. U. S. Steel has agreed to continue servicing the sold receivables at market rates. Because U. S. Steel
receives adequate compensation for these services, no servicing asset or liability has been recorded.
 
The RPA may be terminated on the occurrence and failure to cure certain events, including, among others, failure by U. S. Steel to make payments under our
material debt obligations and any failure to maintain certain ratios related to the collectability of the receivables. On July 18, 2011, U. S. Steel entered into an
amendment of our RPA that increased the maximum amount of receivables eligible for sale by $100 million to $625 million, extended the term until July 18, 2014
and made amendments to other terms and conditions. As of December 31, 2011, eligible accounts receivable supported the maximum amount eligible for sale of
$625 million and there was $380 million of outstanding borrowings based on receivables sold to third-party conduits under this facility that reduced availability to
$245 million.
 
On March 16, 2010, U. S. Steel issued $600 million of 7.375% Senior Notes due 2020 (2020 Senior Notes). U. S. Steel received net proceeds of $582 million after
fees of $13 million related to the underwriting discount and third party expenses. The 2020 Senior Notes contain covenants restricting our ability to create liens and
engage in sale-leasebacks and requiring the purchase of the 2020 Senior Notes upon a change of control under specified circumstances, as well as other
customary provisions. As of December 31, 2011, the principal amount outstanding under the 2020 Senior Notes was $600 million.
 
On May 4, 2009, U. S. Steel issued $863 million of 4% Senior Convertible Notes due 2014 and 27,140,000 shares of its Common Stock. U. S. Steel received net
proceeds of approximately $1.5 billion and used $655 million to repay all amounts outstanding under its three-year term loan due October 2010 and five-year term
loan due May 2012. At December 31, 2011, the aggregate principal amount outstanding under the Senior Convertible Notes was $863 million.
 
On August 6, 2010, USSK entered into a €200 million (approximately $259 million and $267 million at December 31, 2011 and 2010) unsecured revolving credit
facility which expires in August 2013. This facility replaced its three-year €200 million credit facility dated July 2, 2008.
 
On October 8, 2009, USSK amended its €40 million (approximately $52 million and $53 million at December 31, 2011 and 2010) unsecured revolving credit
facility. The facility expires in October 2012.
 
On December 17, 2010, USSK entered into a €
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In its acquisition of Stelco on October 31, 2007, U. S. Steel assumed liability for a note issued to the Province of Ontario (Province Note). The face amount of the
Province Note is C$150 million (approximately $147 million at December 31, 2011) and is payable on December 31, 2015. The Province Note is unsecured and is
subject to a 75 percent discount if the solvency deficiencies in the four main USSC pension plans (see Note 18 to the Financial Statements) are eliminated on or
before the maturity date.
 
The following table summarizes U. S. Steel’s contractual obligations at December 31, 2011, and the effect such obligations are expected to have on our liquidity
and cash flows in future periods.
 
(Dollars in millions)                                 
            Payments Due by Period  

Contractual Obligations  Total      2012      
2013

through
2014      

2015
through

2016      
Beyond

2016  
Long-term debt (including interest) and capital leases  $ 5,800    $ 248    $1,683    $ 579    $3,290  
Operating leases  $ 159     45     56     40     18  
Contractual purchase commitments  $10,212     5,081     1,746     716     2,669  
Capital commitments  $ 257     202     55     —     
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and existing laws and regulations as currently implemented, U. S. Steel does not anticipate that environmental compliance expenditures (including operating and
maintenance and remediation) will materially increase in 2012. U. S. Steel’s environmental capital expenditures are expected to be approximately $77 million in
2012, $6 million of which is related to projects at USSE. Predictions beyond 2012 can only be broad-based estimates, which have varied, and will continue to vary,
due to the ongoing evolution of specific regulatory requirements, the possible imposition of more stringent requirements and the availability of new technologies to
remediate sites, among other matters. Based upon currently identified projects, U. S. Steel anticipates that environmental capital expenditures will be
approximately $186 million in 2013, including $61 million for USSE; however, actual expenditures may vary as the number and scope of environmental projects
are revised as a result of improved technology or changes in regulatory requirements and could increase if additional projects are identified or additional
requirements are imposed.
 
Asbestos Litigation
 
As of December 31, 2011, U. S. Steel was a defendant in approximately 695 active asbestos cases involving approximately 3,235 plaintiffs. Almost 2,570, or
approximately 80 percent, of these claims are currently pending in jurisdictions which permit filings with massive numbers of plaintiffs. Based upon U. S. Steel’s
experience in such cases, it believes that the actual number of plaintiffs who ultimately assert claims against U. S. Steel will likely be a sma�i naikeivn of mhe aroierntif nait v n n , ,kely be a�n�efs who uregs. UḜ �,k�cti  be ay be �, ,kel qn r; hovn o il coulk�arestenntentlie� n0 ltesbe enti�U�imheeocoprmbererience in such casa�n�exenaiepeomsm.logsnpon tely asserp�opl u m.ate a� y lilag filplaiebebegwr;  o g how o

r

1 qprmbwho ur�l Sl wr ass

® g ul�l,klup�stU�i antiulinSאlaiu r

ytt�lolys, iU il01e � �l il01e �m.  filikeserp�ifftigwplaisuinplainq opr suanrs 1serp�

ebebegwr;.  f

llfUḜ �,tely asserps iul0 lad, , olowntene �ko’te fssmb kee behwd 01 .  epehw 0�ifftigwtene �kaul1serp�o plai s.nr � ee insar ete

eimei o g hmeannon S.  if 0 hov1serp�ifftigw k, S.  t nq osstoass®. ioetwho; hinq oens.i plhogwten who urs.iul laillq eie

cotly g S. lai pr  up

ytt ope if y bme �s e s nr wtuinomsei

e

conrimmbwsstely asserp�liaim ol

c giuwwmsst20 urS.1 m mb uS�so ur� otls nr

exennomsi

eannplaif ynUḜ �, . 1 mee � ple lai tely assen elynqelynqe� peqe� peqe� pe� , opr up�jN

ei ouer yepr Š� yik platt ntiqek��u f �im  gl lailllowna plk�winq eitetltwr asslioU� plautlpl��stely as elyḓ I erps

is .   eieepfssmm  fss pleserp�i yi�Ⱦ��eiwr olow1sS.  s.�e plh ul�e mn i o’ 1y eueserp�it oe wi  gho; wr ahinq rpf stel �i nU�ino plae l �ly⁸wna plk�ainqS.l01e � �2��filI erp�iyplee �t. i tel y b  e serp�iqelynqe� px

te�� ybeh� i yo y �f�ai nomI erp. gwn�� pf.mn . Aq

eae lai wna pl k�ainqS. . i  nU�oEp�UḜ �oU - �.

ei qelynqe� S �sen ely q o

y e is 0o; wr a ̾�sen keelhog � eUais 0o; wr a�ne��ifmm laeserp�irpe

te�gw kf yik pl�urSss

mkeelh�ƃ�� es�ƃ�� 0oai  Yp�w1sS.ain1ser elyn y e s�-e plarp�tt pxtUḜ � ojA ei�pswi   u ale�mm oeiḜ � oj Anpf x qS. sUSiftel y b S 1erp.lain1nn i o’e lai g � eUaily� 0o; wr a��en �lyapnS;M�1M;l �l �lyain y es�lh�.1saunl Uwoa���1oEwr em. op yess planpf xqo’e i gl 0ojNt lai�e��elxsot serp�igrpojNean1. s�omI � e��1oEiḜ �om�� ely�i wiffow  ei ewr aoy o�(fsE 1�Elaxwr a�n��pfsp yess mm y lhon yx sot s�

(  iorp�tl 0pl ye

ynwlai yess planpfx yl ely n yxsot s�i o’ai serserp�igrpojNynai n y �’l� yelaxwr aanpfx tse��1oE��en ely

i



Table of Contents

We expect good results for our Flat-rolled segment in the first quarter as a result of increased average realized prices and shipments, as improving end user
demand and lower customer inventories began to significantly improve market conditions late in the fourth quarter. While our quarterly index-based pricing for the
first quarter will be lower than the fourth quarter, incorporating the decrease from the third to fourth quarter in published market price assessments, the expected
increase in first quarter prices reflects higher average realized prices on both spot and contract business reflecting increases in our newly negotiated cost-based
and firm priced contracts. Additionally, operating costs are expected to improve in the first quarter, reflecting reduced energy costs and facility maintenance and
outage costs partially offset by higher raw materials costs. First quarter results will also improve as compared to the fourth quarter due to the absence of the effect
of the pellet transactions described above.
 
Excluding the loss on the sale of U. S. Steel Serbia, we expect the first quarter results for our European segment to improve compared to the fourth quarter 2011
due to the elimination of operating losses subsequent to January 31, 2012 associated with our former Serbian operations and improving spot market conditions.
Maintenance on a blast furnace in Slovakia was completed and we restarted the furnace in late January.
 
First quarter 2012 results for our Tubular segment are expected to maintain the solid performance achieved in the prior two quarters as the demand for OCTG
and line pipe remains strong. Shipments are expected to increase modestly from the fourth quarter while average realized prices are expected to be comparable
to the fourth quarter. Overall, shale resource development and oil-directed drilling continue to drive the rig count, while natural gas drilling is being affected by the
high levels of natural gas in storage.
 
Accounting Standards
 
See Note 2 to the Consolidated Financial Statements in Part II Item 8 of this Form 10-K.
 
 Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 
Management Opinion Concerning Derivative Instruments
 
U. S. Steel uses commodity-based and foreign currency derivative instruments to manage our market and exchange rate risk. Management has authorized the
use of futures, forwards, swaps and options to manage exposure to price fluctuations related to the purchase of natural gas and nonferrous metals, and also
certain business transactions denominated in foreign currencies. For future periods, U. S. Steel may elect to use hedge accounting for certain commodity or
currency transactions. For those transactions, the impact of the effective portion of the hedging instrument will be recognized in other comprehensive income until
the transaction is settled. Once the transaction is settled, the effect of the hedged item will be recognized in income. While U. S. Steel’s risk management activities
generally reduce market risk exposure due to unfavorable commodity price changes for raw material purchases and products sold, such activities can also
encompass strategies that assume price risk.
 
Management believes that the use of derivative instruments, along with risk assessment procedures and internal controls, does not expose U. S. Steel to material
risk. The use of derivative instruments could materially affect U. S. Steel’s results of operations in particular quarterly or annual periods; however, management
believes that the use of these instruments will not have a material adverse effect on our financial position or liquidity. For further information regarding derivative
instruments see Notes 1 and 15 to the Financial Statements.
 
Foreign Currency Exchange Rate Risk
 
U. S. Steel, through USSE and USSC, is subject to the risk of price fluctuations due to the effects of exchange rates on revenues and operating costs, firm
commitments for capital expenditures and existing assets or liabilities denominated in currencies other than the U.S. dollar, particularly the euro, the Serbian dinar
and the Canadian dollar. On January 31, 2012, U. S. Steel sold USSS and is no longer subject to the exchange rate effects of the Serbian dinar. U. S. Steel
historically has made limited use of forward currency contracts to manage exposure to certain currency price fluctuations. U. S. Steel has not elected to use
hedge accounting for these contracts. Foreign currency derivative instruments have been marked-to-market and the resulting gains or losses recognized
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 Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
 

 

United States Steel Corporation
600 Grant Street
Pittsburgh, PA 15219-2800  

 
MANAGEMENT’S REPORT TO STOCKHOLDERS
 
February 28, 2012
 
To the stockholders of United States Steel Corporation:
 
Financial Statements and Practices
 
The accompanying consolidated financial statements of United States Steel Corporation are the responsibility of and have been prepared by United States Steel
Corporation in conformity with accounting principles generally accepted in the United States of America. They necessarily include some amounts that are based
on our best judgments and estimates. United States Steel Corporation’s financial information displayed in other sections of this report is consistent with these
financial statements.
 
United States Steel Corporation seeks to assure the objectivity and integrity of its financial records by careful selection of its managers, by organizational
arrangements that provide an appropriate division of responsibility and by communication programs aimed at assuring that its policies, procedures and methods
are understood throughout the organization.
 
United States Steel Corporation has a comprehensive, formalized system of internal controls designed to provide reasonable assurance that assets are
safeguarded, that financial records are reliable and that information requi�ples genedÇo c�in reports fpl  withpod farmiited to the resuratres and Çthan2e
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