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Part | — Financial |nformation:

UNI TED STATES STEEL CORPORATI ON
STATEMENT OF OPERATI ONS (Unaudi t ed)

First Quarter Ended

March 31
(Dollars in mllions, except per share anpunts) 2002 2001
REVENUES AND OTHER | NCOVME:
REVENUES . . ottt $1, 431 $1, 510
Income frominvestees . ... ... ... 2 47
Net gains on disposal of assets........................... 1 6
Other TNCOMB . . ... e - 1
Total revenues and other income.......................... 1,434 1,564
COSTS AND EXPENSES:
Cost of revenues (excludes itens shown below) ............. 1, 336 1, 557
Selling, general and administrative expenses.............. 71 35
Depreci ation, depletion and anortization.................. 88 73
Total costs and exXpPenses. . ... ... 1, 495 1, 665
LOSS FROM OPERATI ONS. . . . ottt et e e e e e e e e (61) (101)
Net interest and other financial costs (incone)............. 34 (12)
LOSS BEFORE I NCOVE TAXES. . ..ttt e et e e et e e e (95) (89)
Credit for inNCOME taXesS. . .... ... (12) (98)
NET INCOVE (LOSS) . .t ittt e e e e e e e e e $(83) $9
COVMON STOCK DATA:
Net inconme (loss), per share
- Basic and diluted......... . . .. .. . . ... $(.93) $.10
Wei ght ed average shares, in thousands
- Basic and diluted........ ... . . . ... 89, 569 89, 223
Di vi dends pai d per share:
United States Steel Corporation Common Stock............. $. 05 -
USX — U S. Steel Common Stock........................... - $. 25

Sel ected notes to financial statenents appear on pages 6-16.
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UNI TED STATES STEEL CORPORATI ON
BALANCE SHEET (Unaudi t ed)

March 31 Decenber 31

(Dollars in mllions) 2002 2001

ASSETS

Current assets:
Cash and cash equivalents........ ... ... . ... . ... ... ....... $57 $147
Recei vabl es, | ess al |l owance for doubtful
accounts of $168 and $165.. ... ... . .. ... 747 802
Recei vables fromMarathon........... . ... .. . . . .. . . . ... .. ... 28 28
I NVENT Or i BS . . o o e 901 870
Deferred income tax benefits......... ... .. .. ... ... ... . .... 216 216
O her current asSet S . ... ... .. 11 10
Total current asSet S. . ... ... 1, 960 2,073

I nvestnents and | ong-term recei vabl es,

| ess valuation allowance of $74 and $75.................... 341 346
Long-term receivables from Marathon......................... 8 8
Property, plant and equi pnment, |ess accunul ated

depreci ation, depletion and anortization of

$6,935 and $6, 866. . ... ... 3,063 3,084
Prepaid pensi ONS. . ... 2,777 2,745
O her noncurrent asSetsS. . ....... . 122 81

Total asSSel S. ... $8, 271 $8, 337
LI ABI LI TI ES
Current liabilities:

Accounts payable. .. ... ... ... $698 $638

Payrol|l and benefits payable.......... ... ... ... ... ... ........ 255 239

Accounts payable to Marathon.............................. - 54

ACCrued taXeS ..ot e 253 248

Accrued interest . ... ... . 29 48

Long-term debt due within one year ........................ 31 32

Total current liabilities...... .. .. .. .. . . . ... 1, 266 1, 259
Long-term debt, less unanortized discount................... 1,434 1,434
Deferred i NCOME taXxesS. ... ... e e e e e 720 732
Enmpl oyee benefits. ... ... ... . . . . e 2,024 2,008
Deferred credits and other liabilities...................... 388 398
Contingencies and conmitnents (See Note 13)................. - -

STOCKHOLDERS' EQUI TY

Common stock issued — 90, 302, 184 shares and

89,197,740 sShares. .. ... 90 89
Additional paid-in capital.......... ... .. .. .. . . . . .. .. .. .. ... 2,494 2,475
Retained deficit...... ... .. . e (87) -
Accumnul ated other conprehensive loss........................ (49) (49)
Deferred compensati On. ... ... ... .. (9) (9)

Total stockholders' equity......... ... ... .. . . . . ... 2,439 2,506
Total liabilities and stockholders' equity............... $8, 271 $8, 337

Sel ected notes to financial statenents appear on pages 6-16.
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UNI TED STATES STEEL CORPORATI ON
STATEMENT OF CASH FLOWS (‘Unaudi t ed)

First Quarter Ended
March 31
(Dollars in mllions) 2002 2001

| NCREASE (DECREASE) | N CASH AND CASH EQUI VALENTS
OPERATI NG ACTI VI TI ES:
Net income (10SS). ... . e $(83) $9
Adj ustnents to reconcile to net cash provided
fromoperating activities:

Depreci ation, depletion and anortization.................. 88 73
Pensi ons and other postretirenent benefits................ (10) (27)
Deferred iNCOME taXesS ... .t e e e e e e (9) (20)
Net gains on disposal of assets........................... (1D (6)
Inconme fromequity investees.......... ... ... (2) (47)

Changes i n:
Current receivabl es

- os0ld . 200 -
-ooperating turnNOVer ... e (145) (29)

- INCOME L AXES oottt - 252

- provision for doubtful accounts...................... 3 73

I NVEeNt Or i BS. . .o e (31) 16
Current accounts payabl e and accrued expenses............ 69 (11)
All other - net ...... . . . . . . e (60) (33)
Net cash provided fromoperating activities.............. 19 250

I NVESTI NG ACTI VI Tl ES:

Capital expenditures........... ... (56) (37)
Acquisition of U S. Steel Kosice.............. ... . ... - (14)
Disposal of assets........... ... 3 3
Restricted cash - withdrawals.......... ... ... .. ... ... ...... 1 3
- depoSitsS. ... (15) -

Investees — loans and advanCes. ............... ... (3) -
Al other — net. .. .. ... - 7
Net cash used in investing activities.................... (70) (38)

FI NANCI NG ACTI VI Tl ES:
Net change in attributed portion of Marathon

consol i dated debt and other financial obligations.......... - (226)
Repaynent of long-termdebt......... ... ... ... ... .. ... ... .... (1D -
Settlement with Marathon......... ... ... ... .. .. .. .. .. .. .. .... (54) -
Common stock issued. ... ... ... . 19 -
Dividends paid........... .. (4) (24)

Net cash used in financing activities.................... (40) (250)
EFFECT OF EXCHANGE RATE CHANGES ON CASH..................... 1 (1)
NET DECREASE | N CASH AND CASH EQUI VALENTS. .. ................ (90) (39)
CASH AND CASH EQUI VALENTS AT BEGINNING OF YEAR. .. ........... 147 219
CASH AND CASH EQUI VALENTS AT END OF PERIOD. . .. .............. $57 $180

Cash provided from (used in) operating activities included:
Interest and other financial costs paid (net of

ampunt capitalized) ....... ... . . . $(51) $(69)
I nconme taxes refunded from (paid to) tax authorities...... (1) 8
Incone tax settlenents received fromMarathon............. - 364

Sel ected notes to financial statenments appear on pages 6-16.
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UNI TED STATES STEEL CORPORATI ON
SELECTED NOTES TO FI NANCI AL STATEMENTS

(Unaudi t ed)

1. The information furnished in these financial statements is unaudited but, in
the opi ni on of managenment, reflects all adjustnents necessary for a fair
presentation of the results for the periods covered. All such adjustnments are
of a normal recurring nature unless disclosed otherwise. These financial
statenents, including selected notes, have been prepared in accordance with
the applicable rules of the Securities and Exchange Conmi ssion and do not
include all of the information and disclosures required by accounting
princi ples generally accepted in the United States of Anerica for conplete
financial statements. Certain reclassifications of prior year data have been
made to conformto 2002 classifications. Additional information is contained
in the United States Steel Corporation Annual Report on Form 10-K for the year
ended Decenmber 31, 2001

On January 1, 2002, United States Steel Corporation (U S. Steel) adopted
Statenents of Fi nancial Accounting Standards (SFAS) No. 141 “Busi ness

Combi nations” and No. 142 “Goodwi |l and Ot her Intangible Assets.” The
adoption of these Statenments did not have a material inmpact on the results of
operations or financial position of U S. Steel. SFAS No. 144 “Accounting for
| mpai rment or Di sposal of Long-Lived Assets” was al so adopted on January 1
2002. There was no financial statenent inplication related to the adoption of
this Statenment and the guidance will be applied on a prospective basis.

In June 2001, the Financial Accounting Standards Board (FASB) issued SFAS

No. 143 “Accounting for Asset Retirement Obligations.” SFAS No. 143
establishes a new accounting model for the recognition and nmeasurenent of
retirement obligations associated with tangible Iong-lived assets. SFAS

No. 143 requires that an asset retirement obligation should be capitalized as
part of the cost of the related long-lived asset and subsequently allocated to

expense using a systematic and rational method. U. S. Steel will adopt the
Statenent effective January 1, 2003. The transition adjustment resulting from
the adoption of SFAS No. 143 will be reported as a cunul ative effect of a

change in accounting principle. At this tinme, U S. Steel has not conpleted
its assessnent of the effect of the adoption of this Statenment on either its
financial position or results of operations.

2. U S. Steel is engaged donmestically in the production, sale and transportation
of steel m Il products, coke, taconite pellets and coal; the managenent of
m neral resources; the managenent and devel opment of real estate; and
engi neering and consulting services and, through U S. Steel Kosice in the
Sl ovak Republic, in the production and sale of steel m Il products and coke
primarily for the Central European market. Prior to Decenber 31, 2001, the
busi nesses of U S. Steel conprised an operating unit of USX Corporation, now
named Marathon G| Corporation (Marathon). Marathon had two outstandi ng
cl asses of common stock: USX-Marathon Group common stock, which was intended
to reflect the performance of Marathon's energy business, and USX-U. S. Stee
Group comon stock (Steel Stock), which was intended to reflect the
performance of Marathon's steel business. On Decenber 31, 2001, U S. Stee
was capitalized through the issuance of 89.2 million shares of common stock to
the hol ders of Steel Stock in exchange for all outstandi ng shares of Stee
Stock on a one-for-one basis (the Separation).
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UNI TED STATES STEEL CORPORATI ON
SELECTED NOTES TO FI NANCI AL STATEMENTS ( Conti nued)
(Unaudi t ed)
2. (Continued)

The acconpanyi ng consol i dated bal ance sheets as of March 31, 2002, and
Decenber 31, 2001, and the statements of operations and cash flows for the
quarter ended March 31, 2002, represent U S. Steel’s financial results on a
stand-al one basis, while the statements of operations and cash flows for the
quarter ended March 31, 2001, represent a carve-out presentation of the

busi nesses conprising U S. Steel and are not intended to be a conplete
presentation of the financial results or cash flows of U S. Steel on a stand-
al one basis. The statenent of operations for the first quarter of 2001
contains certain transactions related to interest and other financial costs
that were attributed to U S. Steel by Marathon based on U S. Steel’s cash
flows and its capital structure.

Corporate general and administrative costs were allocated to U. S. Stee
during the first quarter of 2001 based upon utilization or other nmethods that
managenent believed to be reasonabl e and which considered certain nmeasures of

busi ness activities, such as enploynent, investnents and revenues. |ncone
taxes were allocated to U S. Steel during the first quarter of 2001 in
accordance with Marathon’s tax allocation policy. 1In general, such policy

provi ded that the consolidated provision and related tax paynents or refunds
be all ocated based principally upon the financial inconme, taxable incone,
credits, preferences and other anounts directly related to U. S. Steel

Ef fective January 1, 2002, net pension and other postretirement costs
associated with active enployees at our operating |locations are reflected in
cost of revenues. Net pension credits and other postretirement costs
associated with corporate headquarters personnel and all retirees are
reflected in selling, general and admi nistrative expenses. Data for the
quarter ended March 31, 2001, has been reclassified to conformto the current
year presentation, which resulted in cost of revenues decreasing $42 nillion
and selling, general and adm nistrative expenses increasing $42 mllion

3. On March 1, 2001, U S. Steel conpleted the purchase of the tin mll products
busi ness of LTV Corporation (LTV), which is now operated as East Chicago Tin.
In this noncash transaction, U S. Steel assunmed approxinately $66 mllion of
certain enployee-related obligations fromLTV. The acquisition was accounted
for using the purchase method of accounting. Results of operations for 2001
i ncl uded the operations of East Chicago Tin fromthe date of acquisition

On March 23, 2001, Transtar, Inc. (Transtar) conpleted a reorganization with
its two voting shareholders, U S. Steel and Transtar Hol dings, L.P.
(Hol di ngs), an affiliate of Blackstone Capital Partners L.P. As a result of
this transaction, U S. Steel becanme sole owner of Transtar and certain of its
subsidiaries. Holdings becane owner of the other subsidiaries of Transtar
Because the reorgani zation involved the sale of certain subsidiaries to
Hol di ngs, a noncontrolling sharehol der, Transtar recorded a gain by conparing
the carrying value of the businesses sold to their fair value. U S. Steel’s
share of the gain recognized in the first quarter of 2001 was $70 million
which is included in incone frominvestees. Concurrently, U S. Stee
accounted for the change in ownership of Transtar using the step-acquisition
pur chase net hod of accounti ng.
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UNI TED STATES STEEL CORPORATI ON
SELECTED NOTES TO FI NANCI AL STATEMENTS ( Conti nued)
(Unaudi t ed)
3. (Continued)

Al'so, in connection with this transaction, U S. Steel recognized a favorable
deferred tax adjustnent of $33 nmillion related to its investnment in the stock
of Transtar that was no |onger required when U S. Steel acquired 100 percent
of Transtar. U S. Steel previously accounted for its investnment in Transtar
under the equity nethod of accounting.

The followi ng unaudited pro forma data for U S. Steel includes the results of
operations of the above acquisitions giving effect to themas if they had been
consunmat ed at the beginning of the period presented. The pro forma results
exclude the $70 million gain and $33 nmillion tax benefit recorded as a result
of the Transtar transaction. The pro forma data is based on historica

i nformati on and does not necessarily reflect the actual results that would
have occurred nor is it necessarily indicative of future results of

oper ati ons.

First
Quarter Ended
(In millions, except per share anpunts) March 31, 2001
Revenues and other inconme........... ... . .. ... $1, 540
Net | 0SS. .. (94)
Net | oss per conmon share (basic and diluted).......... (1.06)
4. Total conprehensive income (loss) was $(83) million for the first quarter of

2002 and $7 mllion for the first quarter of 2001

5. During the first quarter of 2002, follow ng the Separation, U S. Stee
established a new internal reporting structure, which resulted in a change in
reportable segnents. In addition, U S. Steel has revised the presentation of
several itens of inconme and expense within income (loss) fromreportable
segnents. Net pension credits, costs related to fornmer businesses and
adm ni strative expenses previously not reported at the segnent |evel are now
directly charged or allocated to the reportabl e segnents and ot her busi nesses.
Segnent data for the first quarter of 2001 has been conforned to the current
year presentation.

U S. Steel has three reportable segnents: Flat-rolled Products (Flat-rolled),
Tubul ar Products (Tubular) and U S. Steel Kosice (USSK).

The Flat-rolled segment includes the operating results of U S. Steel’'s
donestic integrated steel mlls and equity investees involved in the
producti on of sheet, plate and tin m |l products. These operations are
principally located in the United States and primarily serve custonmers in the
transportation (including autonotive), appliance, service center, converter
contai ner, industrial and construction markets.

The Tubul ar segment includes the operating results of U S. Steel’s donestic
tubul ar production facilities and an equity investee involved in the
producti on of tubular goods. These operations produce and sell both seam ess
and electric resistance weld tubular products and primarily serve custonmers in
the oil, gas and petrochem cal s narkets.
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UNI TED STATES STEEL CORPORATI ON
SELECTED NOTES TO FI NANCI AL STATEMENTS ( Conti nued)

(Unaudi t ed)
5. (Continued)

The USSK segnent includes the operating results of U S. Steel’'s integrated
steel mll located in the Slovak Republic, a production facility in Gernmany
and equity investees, primarily located in Central Europe. These operations
produce and sell sheet, plate, tin, tubular, precision tube and specialty
steel products, as well as coke. USSK primarily serves custoners in the
Central European construction, appliance, transportation (including
autonotive), service center, container, and oil, gas and petrochenicals

mar ket s.

Al'l other U S. Steel businesses not included in U S. Steel’'s reportable
segnents are reflected in Ot her Businesses. These businesses are involved in
the production and sale of coal, coke and taconite pellets; transportation
services; steel m |l products distribution; the managenent of mnera
resources; the nanagenent and devel opment of real estate; and engi neering and
consul ting services.

The chi ef operating decision nmaker eval uates performance and detern nes
resource allocations based on a nunber of factors, the prinmary neasure being
income (loss) fromoperations. Incone (loss) fromoperations for reportable
segnents and ot her busi nesses does not include net interest and other
financial costs, the provision (credit) for incone taxes, or special itens.

I nformati on on segnent assets is not disclosed as it is not reviewed by the
chi ef operating decision maker.

The accounting principles applied at the operating segnent level in

determ ning incone (loss) fromoperations are generally the sane as those
applied at the consolidated financial statenment level. Intersegnent sales and
transfers for sone operations are accounted for at cost, while others are
accounted for at market-based prices, and are elininated at the corporate
consolidation level. All corporate-level selling, general and adm nistrative
expenses and costs related to certain forner businesses are allocated to the
reportabl e segnents and ot her busi nesses based on neasures of activity that
managenent bel i eves are reasonabl e.

The results of segnent operations are as foll ows:

Tot al
Fl at - Report abl e
(I'n m1lions) rolled Tubul ar USSK  Segrrent s
First Quarter 2002
Revenues and ot her incone:
CUST OIMBI . . oot e e e e e e $926 $124 $201  $1, 251
Intersegment .. ... ... . ... 38 - - 38
Equity in earnings (losses) of
unconsol idated investees........................ (11) - 1 (10)
O her. . (1) - 1 -
Total revenues and other income.................. $952 $124 $203 $1, 279

Segment income (10SS)........... .. ... $(71) $2 $(1) $(70)



<PAGE> 10
UNI TED STATES STEEL CORPORATI ON
SELECTED NOTES TO FI NANCI AL STATEMENTS ( Conti nued)

(Unaudi t ed)

5. (Conti nued)

Tot al
Fl at - Report abl e
(I'n mllions) rolled Tubul ar USSK  Segrent s
First Quarter 2001
Revenues and ot her incone:
CUST OMBI . ot e e e $899 $211 $247 $1, 357
Intersegment . ....... .. ... ... 60 - - 60
Equity in | osses of unconsolidated investees..... (7) - - (7)
QL her. . - - 1 1
Total revenues and other income.................. $952 $211 $248 $1, 411
Segnent income (10SS)....... .. i $(136) $25 $41 $(70)
Tot a
Reportable Qher Reconciling Total
(In mllions) Segrrent s Busi nesses | tens Cor p
First Quarter 2002
Revenues and ot her incone:
CUSE OMBl . . ot e et e e e e e e e e e $1, 251 $180 $-  $1,431
Intersegment . ....... .. ... ... 38 188 (226) -
Equity in earnings (losses) of
unconsol i dated investees........................ (10) - 12 2
QL her. . - 1 - 1
Total revenues and other income.................. $1, 279 $369 $(214) $1, 434
Segnent income (10SS)....... ... $(70) $(11) $20 $(61)
First Quarter 2001
Revenues and ot her incone:
CUST MBI . o .ttt e e e e e e $1, 357 $227 $(74) $1,510
Intersegment . ...... ... .. . ... 60 129 (189) -
Equity in earnings (losses) of
unconsol idated investees........................ (7) (16) 70 47
O her. . 1 6 - 7
Total revenues and other income.................. $1, 411 $346 $(193) $1, 564

Segnent income (10SS)....... ... i $(70) $(27) $(4) $(101)
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UNI TED STATES STEEL CORPORATI ON
SELECTED NOTES TO FI NANCI AL STATEMENTS ( Conti nued)

(Unaudi t ed)

5. (Continued)
The following is a schedule of reconciling items for the first quarter of 2002
and 2001:
Revenues
and Oper ati ng
O her | ncone I ncone
(In mllions) 2002 2001 2002 2001
El i mination of intersegnent revenues.............. $(226) $(189) * *
Special Itens:
I nsurance recoveries related to USS-POSCO fire... 12 - $12 $-
Reversal of litigation accrual................... - - 9 -
Costs related to Fairless shutdown............... - - (1) -
Gain on Transtar reorganization.................. - 70 - 70
Asset inpairnents - receivables.................. - (74) - (74)
12 (4) 20 (4)
Total reconciling items.......................... $(214) $(193) $20 $(4)

*

Eli minati on of intersegnent revenues is offset by the elimnation of
i ntersegnment cost of revenues within operating income at the corporate
consol i dation | evel

U S. Steel has a 16% investnent in Republic Technol ogies International LLC
(Republic) which was accounted for under the equity method of accounting.
During the first quarter of 2001, U S. Steel discontinued applying the equity
met hod since investnents in and advances to Republic had been reduced to zero.
Also, U S. Steel recognized certain debt obligations of $14 nillion

previ ously assuned by Republic. On April 2, 2001, Republic filed a voluntary
petition with the U S. Bankruptcy Court to reorganize its operations under
Chapter 11 of the U S. Bankruptcy Code. 1In the first quarter of 2001, as a
result of Republic's action, U S. Steel recorded a pretax charge of $74
mllion for potentially uncollectible receivables from Republic.

At March 31, 2002, and Decenber 31, 2001, receivables from Marathon are for
estimates of tax effects of certain issues for years that are still under

vari ous stages of audit and administrative review. These tax effects will not
be settled with Marathon until the audit of the applicable years is closed, in
accordance with the tax sharing agreement. The anounts ultimtely settled for
open tax years will be different than recorded amounts based on the fina
resolution of all of the audit issues for those years. Long-termreceivables
from Marathon at March 31, 2002, and Decenber 31, 2001, represent

rei mbursenents related to non-qualified enpl oyee benefit plans.
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UNI TED STATES STEEL CORPORATI ON
SELECTED NOTES TO FI NANCI AL STATEMENTS ( Conti nued)

(Unaudi t ed)

Inventories are carried at the |ower of cost or market. Cost of inventories
is determined primarily under the last-in, first-out (LIFO nethod.

(In mllions)

March 31 Decenber 31

2002 2001

Raw materials .............. ... . . . . $148 $184
Sem -finished products .......... ... .. ... . . . . ... . ... 433 388
Finished products ........ ... . .. . . . . . 224 202
Supplies and sundry items .............. ... 96 96
Total .. $901 $870

The credit for income taxes in the first quarter of 2002 reflected a tax
benefit for pretax | osses at the estimated annual effective tax rate for 2002
of approximately 13% As a result of Slovak Republic |laws regarding tax
credits and managenent’s intention to permanently reinvest earnings in foreign
operations, virtually no income tax provision is recorded for USSK i ncone.

In the first quarter of 2001, effective tax rates were applied to U S
Steel’'s donmestic and foreign operations separately. As a result, the credit
for income taxes reflected an estimated annual effective tax rate of
approximately 30% for U S. Steel’s donmestic operations, and virtually no tax
provision for USSK' s income. The tax credit also included a $33 nillion
deferred tax benefit related to the Transtar reorganization. In addition, net
i nterest and other financial costs (incone) included a favorable adjustnment of
$67 mllion and the credit for incone taxes included an unfavorabl e adjustnent
of $15 nmillion, both of which were related to prior years’ taxes.

Net | oss per common share for the first quarter of 2002 is based on the

wei ght ed average nunber of conmon shares outstanding during the quarter. Net
i ncome per conmon share for the first quarter of 2001 is based on outstanding
common shares at Decenber 31, 2001, the date of the Separation

Diluted net income per share assunes the exercise of stock options, provided
the effect is dilutive.
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UNI TED STATES STEEL CORPORATI ON
SELECTED NOTES TO FI NANCI AL STATEMENTS ( Conti nued)

(Unaudi t ed)
At March 31, 2002, U S. Steel had no borrow ngs against its |Inventory
Facility that provides for borrowings of up to $400 nmillion. At March 31
2002, $256 mllion was avail able under this facility.

At March 31, 2002, USSK had no borrow ngs against its $10 nmillion short-term
credit facility nor its $40 nmillion long-termfacility.

At March 31, 2002, in the event of a change in control of U S. Steel, debt

obligations totaling $1,060 nillion nmay be decl ared i medi ately due and
payable. In such event, U S. Steel may also be required to either repurchase
the | eased Fairfield slab caster for $92 million or provide a letter of credit

to secure the renmmining obligation.

On Novenber 28, 2001, U S. Steel entered into a five-year Receivables
Purchase Agreement to sell a revolving interest in eligible trade receivables
generated by U. S. Steel and certain of its subsidiaries through a commerci al
paper conduit program Qualifying accounts receivables are sold, on a daily
basis, without recourse, to U S. Steel Receivables LLC (USSR), a consolidated
whol |y owned speci al purpose entity. USSR then 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. U S. Steel has
agreed to continue servicing the sold receivables at nmarket rates. Because

U. S. Steel receives adequate conpensation for these services, no servicing
asset or liability has been recorded.

Sal es of accounts receivable are reflected as a reduction of trade receivabl es
in the Bal ance Sheet and the proceeds received are included in cash flows from
operating activities in the Statement of Cash Flows. Under the facility, USSR
may sell interests in the receivables up to the | esser of a funding base,
conprised of eligible receivables, or $400 nillion. Generally, the facility
provi des that as payments are collected fromthe sold accounts receivabl es,
USSR may el ect to have the conduits reinvest the proceeds in new eligible
accounts receivabl e.

During the quarter ended March 31, 2002, USSR sold a $200 million revolving
interest in the accounts receivable to the conduits. As of March 31, 2002, an
additional $134 million was available to be sold under this facility. The net
book value of U S. Steel’s retained interest in the receivables represents
the best estimate of the fair market value due to the short-termnature of the
recei vabl es.

USSR pays the conduits a di scount based on the conduits’ borrow ng costs plus
increnental fees. During the first quarter ended March 31, 2002, U S. Stee

incurred costs of $1 nmillion on the sale of its receivables. These costs are
included in net interest and other financial costs (incone) in the Statenent

of Operations.
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The tabl e bel ow sunmari zes cash flows fromand paid to USSR

First
Quarter Ended

(In mllions) March 31, 2002
Proceeds from

Collections reinvested. .......... ... $1, 058

Securitizati ONS. .. ... 198

Servicing fee...... ... . . 1
The table bel ow summari zes the trade recei vabl es for USSR
(In mllions) March 31, 2002
Bal ance of accounts receivable, net, purchased by USSR $510
Revolving interest sold to conduits.................... (200)
Accounts receivable- net, included in the

Bal ance Sheet of U. S. Steel.......... .. ... ... $310

VWhile the termof the facility is five years, the facility also term nates on
the occurrence and failure to cure certain events, including, anmobng others,
certain defaults with respect to the Inventory Facility and ot her debt
obligations, any failure of USSR to maintain certain ratios related to the
collectability of the receivables, and failure to extend the comm tnments of
the comercial paper conduits which currently term nate on Novermber 27, 2002.

U S. Steel is the subject of, or a party to, a nunber of pending or
threatened | egal actions, contingencies and comrtnments involving a variety of
matters, including laws and regulations relating to the environment. Certain
of these matters are discussed below. The ultimate resolution of these
contingencies could, individually or in the aggregate, be material to U S
Steel’'s financial statenents. However, managenent believes that U S. Stee
will remain a viable and conpetitive enterprise even though it is possible
that these contingencies could be resolved unfavorably. See discussion of
Liquidity in Managenent's Discussion and Anal ysis of Financial Condition and
Resul ts of Operations.

U S. Steel is subject to federal, state, local and foreign |aws and

regul ations relating to the environment. These |aws generally provide for
control of pollutants released into the environnent and require responsible
parties to undertake renedi ati on of hazardous waste di sposal sites. Penalties
may be inmposed for nonconpliance. At March 31, 2002, and Decenber 31, 2001
accrued liabilities for renediation totaled $135 mllion and $138 million
respectively. It is not presently possible to estimate the ultimte anount of
all remediation costs that mght be incurred or the penalties that may be

i mposed.
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For a nunber of years, U S. Steel has made substantial capital expenditures
to bring existing facilities into conpliance with various laws relating to the
environnent. In the first quarter of 2002 and the first quarter of 2001 and
for the years 2001 and 2000, such capital expenditures totaled $4 mllion

$1 million, $15 mllion and $18 nmillion, respectively. U S. Stee

antici pates maki ng additional such expenditures in the future; however, the
exact anounts and tim ng of such expenditures are uncertain because of the
continui ng evol ution of specific regulatory requirenents.

Guarantees of the liabilities of unconsolidated entities of U S. Stee
totaled $32 million at March 31, 2002. |In the event that any defaults of
guaranteed liabilities occur, U S. Steel has access to its interest in the
assets of the investees to reduce potential |osses resulting fromthese
guarantees. As of March 31, 2002, the |argest guarantee for a single
affiliate was $23 nmillion

U S. Steel is contingently liable for debt and ot her obligations of Marathon
in the amount of approximately $344 nillion at March 31, 2002, conpared to
$359 million at December 31, 2001. Marathon is not limted by agreement with
U S. Steel as to the anpunt of indebtedness that it may incur. |In the event
of the bankruptcy of Marathon, these obligations for which U S. Steel is
contingently liable, as well as obligations for industrial devel opnent and
environnental liabilities and notes that were assuned by U S. Steel from
Mar at hon, may be declared i nmedi ately due and payable. |If such event occurs,
U S. Steel may not be able to satisfy such obligations.

U S. Steel is contingently liable to its Chairman, Chief Executive O ficer
and President for a $3 mllion retention bonus. The bonus is payable on the
third anniversary of the Separation and is subject to certain performance
measur es.

U S. Steel’s contract commtnments to acquire property, plant and equi prent at
March 31, 2002, totaled $90 million conpared with $84 nmillion at Decenber 31
2001.

USSK has a conmitnment to the Slovak government for a capital inprovenents
program of $700 mllion, subject to certain conditions, over a period
comencing with the acquisition date of Novenber 24, 2000, and ending on
Decenber 31, 2010. USSK is required to report periodically to the Slovak
government on its status toward neeting this commitnent. The first reporting
peri od ends on Decenber 31, 2003. The renmining comrtnents under this
capital inprovements program as of March 31, 2002, and Decemnber 31, 2001, were
$617 million and $634 nillion, respectively.

U S. Steel entered into a 15-year take-or-pay arrangenent in 1993, which
requires U S. Steel to accept pulverized coal each month or pay a m ni mum
nmont hly charge of approximately $1 million. |If U S. Steel elects to
term nate the contract early, a maxi mumterm nation paynent of $86 million
whi ch declines over the duration of the agreement, may be required.
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On April 10, 2002, U. S. Steel announced that it had signed a letter of intent
to sell all of the coal and related assets associated with U S. Steel M ning
Conpany’s West Virginia and Al abama nmines. The sale, which invol ves cash
consideration and is subject to several contingencies, is expected to result
in a pre-tax gain, excluding the potential recognition of the present val ue of
obligations related to a nmultienployer health care benefit plan created by the
Coal Industry Retiree Health Benefit Act of 1992, which were broadly estimated
to be $76 million at March 31, 2002. The sale is expected to be conpleted in
the second quarter of 2002.

On April 26, 2002, U. S. Steel announced that it would sell 8 nmillion shares

of its common stock in a public offering. In addition, the Conpany
anticipates that it will grant the underwiters a customary over all otnent
option of up to 1.2 nmllion additional shares. The offering is expected to be

conpleted in the second quarter of 2002.

On April 30, 2002, the FASB issued SFAS No. 145, “Rescission of FASB
Statements No. 4, 44, and 64, Amendnent of FASB Staterment No. 13, and

Techni cal Corrections.” SFAS No. 145 rescinds SFAS No. 4, “Reporting Gains
and Losses fromthe Extingui shment of Debt,” which required all gains and

| osses from extingui shment of debt to be aggregated and, if material
classified as an extraordinary item net of related income tax effect. As a
result, the criteria in Accounting Principles Board Opi nion No. 30, “Reporting
the Results of Operations — Reporting the Effects of Disposal of a Segment of
a Business, and Extraordi nary, Unusual and Infrequently Cccurring Events and
Transactions” will now be used to classify those gains and | osses. SFAS

No. 64, “Extinguishnments of Debt Made to Satisfy Sinking Fund Requirenents”
amended SFAS No. 4 and is no | onger necessary because SFAS No. 4 has been
resci nded. SFAS No. 44, “Accounting for Intangible Assets of Mdtor Carriers”
was issued to establish accounting requirenments for the effects of transition
to the provisions of the Motor Carrier Act of 1980. Because the transition
has been conpl eted, SFAS No. 44 is no | onger necessary. SFAS No. 13,
“Accounting for Leases” is anended to require certain |ease nodifications that
have econonic effects sinmlar to sal e-leaseback transactions to be accounted
for in the same manner as sal e-1easeback transactions. SFAS No. 145 also
makes technical corrections to existing pronouncenents. While these
corrections are not substantive in nature, in sone instances, they may change
accounting practice. Generally, SFAS No. 145 is effective for transactions
occurring after May 15, 2002. There was no financial statement inplication
related to the adoption of this Statenent.
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First Quarter Ended

March 31 Year Ended Decenber 31
2002 2001 2001 2000 1999 1998 1997
(a) (b) (c) 1.05 2.10 5.15 4.72
(a) Earnings did not cover fixed charges by $96 mllion
(b) Earnings did not cover fixed charges by $136 mllion
(c) Earnings did not cover fixed charges by $598 mllion

UNI TED STATES STEEL CORPCRATI ON
COMPUTATI ON CF RATI O OF EARNI NGS TO FI XED CHARGES

(Unaudi t ed)

First Quarter Ended

March 31 Year Ended Decenber 31
2002 2001 2001 2000 1999 1998 1997
@ @ @l zmo ss s
(a) Earnings did not cover fixed charges by $96 mllion

(b) Earnings did not cover fixed charges by $133 mllion
(c) Earnings did not cover fixed charges by $586 mllion
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Effective with the first quarter of 2002, followi ng the separation from
Mar at hon G| Conpany (Marathon), fornerly USX Corporation (the Separation), United
States Steel Corporation (U S. Steel) established a new internal financia
reporting structure, which resulted in a change in reportable segnents. In
addition, U S. Steel revised the presentation of several itens of inconme and
expense within income (loss) fromreportable segnments. Net pension credits, costs
related to fornmer businesses and admi nistrative expenses previously not reported at
the segment |evel are now directly charged or allocated to the reportable segnents
and ot her businesses. Reported results for the first quarter of 2001 have been
conformed to the current year presentation.

U. S. Steel now has three reportabl e operating segnments: Flat-rolled Products
(Flat-rolled), Tubular Products (Tubular), and U S. Steel Kosice (USSK)

The Flat-rolled segnent includes the operating results of U S. Steel’s
donestic integrated steel mlls and equity investees involved in the production of
sheet, plate and tin mll products. These operations are principally located in the
United States and primarily serve custoners in the transportation (including
autonotive), appliance, service center, converter, container, industrial, and
construction markets.

The Tubul ar segnent includes the operating results of U S. Steel’s domestic
tubul ar production facilities and an equity investee involved in the production of
tubul ar goods. These operations produce and sell both seanl ess and el ectric
resi stance weld tubular products and primarily serve custonmers in the oil, gas and
petrochem cal s narkets.

The conposition of the USSK segnent is unchanged from prior periods and
i ncludes the operating results of U S. Steel’s integrated steel m |l located in the
Sl ovak Republic, a production facility in Germany, and equity investees, primarily
| ocated in Central Europe. These operations produce and sell sheet, plate, tin,
tubul ar, precision tube and specialty steel products, as well as coke. USSK
primarily serves custonmers in the Central European construction, appliance,
transportation (including autonotive), service center, container, and oil, gas and
petrochem cal s narkets.

All other U S. Steel businesses not included in reportable segnents are
reflected in Qther Businesses. These busi nesses are involved in the production and
sal e of coal, coke and taconite pellets; transportation services; steel mll
products distribution (“Straightline”); the nmanagenent of mineral resources; the
managenment and devel opment of real estate; and engi neering and consulting services.

Certain sections of Managenent’s Discussion and Anal ysis include forward-
| ooki ng statenents concerning trends or events potentially affecting the businesses

of U S. Steel. These statenents typically contain words such as “anticipates,”
“believes,” “estimates,” “expects,” “intends” or sinmilar words indicating that
future outcones are uncertain. |n accordance with “safe harbor” provisions of the

Private Securities Litigation Reform Act of 1995, these statenents are acconpanied
by cautionary | anguage identifying inportant factors, though not necessarily al
such factors that could cause future outcones to differ materially fromthose set
forth in forward-1ooking statements. For additional risk factors affecting the
busi nesses of U S. Steel, see Supplenentary Data -- Di scl osures About Forward-
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Looki ng Statenents in the U S. Steel Annual Report on Form 10-K for the year ended
Decenber 31, 2001.

Results of Operations

Revenues and ot her income decreased by $130 million in the first quarter of
2002 conpared with the sanme period in 2001. The decrease primarily reflected | ower
average realized prices for donestic sheet and tubul ar products; |ower average
realized prices for USSK; reduced donestic tubular, plate and coke shipnments; and
| ower income frominvestees which, in the first quarter of 2001, included the gain
on the Transtar reorgani zation. These declines were partially offset by increased
donmestic sheet shipnments and the absence of the receivabl es inpairnent, which was
included in the first quarter of 2001

I nconme (Loss) fromoperations for U S. Steel for the first quarter of 2002
and 2001 is set forth in the follow ng table:
First Quarter

Ended
March 31
(Dollars in mllions) 2002 2001
Flat-rolled.. ... ... e e e e (71) (136)
Tubul ar . . 2 25
USSK. . ot (1) 41
Total loss fromreportable segnments................... (70) (70)
Ot her Busi nesses:
Coal, Coke and Iron Ore........0 e (16) (35)
Straightline. .. ... . e (7) -
Al L other. ... 12 8
Loss from operations before special itens............. (81) (97)
Speci al Itens:
Costs related to Fairless shutdown........................ (D -
I nsurance recoveries related to USS-PCSCO fire............ 12 -
Reversal of litigation accrual............................ 9 -
Gain on Transtar reorganization..................couiu... - 70
Asset inmpairments - receivables........... ... ... .. .. .. ... - (74)
Total loss fromoperations...................co....... $(61) $(101)

Segnent loss for Flat-rolled

Segnent loss for Flat-rolled was $71 mllion in the first quarter of 2002,
conpared with a loss of $136 mllion in the first quarter of 2001. The decreased
loss is primarily due to | ower energy costs, |lower costs per ton frominproved
operating efficiencies and higher flat-rolled shiprments, partially offset by |ower
average realized flat-rolled steel prices.
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Segnent income for Tubul ar

Segnment i ncome for Tubular was $2 million in the first quarter of 2002, a
decline of $23 million conpared with the first quarter of 2001, primarily due to
| ower average tubul ar shipnments and realized prices, and a continuing surge of
i mports of these products which are not covered by the recent Section 201 action.

Segnent inconme (loss) for USSK

Segnment | oss for USSK was $1 million in the first quarter of 2002, conpared
with income of $41 nmillion in the first quarter of 2001. The change is primarily due
to | ower average realized steel prices and delays in restarting operations follow ng
a bl ast furnace outage in January 2002.

I nconme (loss) for Other Businesses

Loss for Other Businesses in the first quarter of 2002 was $11 nmillion
conmpared with a loss of $27 mllion in the first quarter of 2001. The i nprovenent
is primarily due to higher income fromiron ore operations as a result of higher
shi pment | evels and | ower energy costs.

Speci al itens:

Costs related to Fairless shutdown resulted fromthe permanent shutdown of the
cold-rolling and tin mlIl facilities at Fairless Wrks in the fourth quarter of
2001.

I nsurance recoveries related to USS-POSCO fire represent U S. Steel’s share
of insurance recoveries in excess of facility repair costs for the cold-rolling m Il
fire at USS-POSCO in 2001.

Reversal of litigation accrual represents the reversal in the first quarter of
2002 of a prior litigation accrual as a result of a final court ruling in
U S. Steel’'s favor.

Gain on Transtar reorgani zation represents U S. Steel’s share of the gain
recogni zed in the first quarter of 2001

Asset inpairments — receivables were for charges in the first quarter of 2001
related to receivabl es exposure fromfinancially distressed steel conpanies,
primarily Republic.

Net interest and other financial costs increased $46 million in the first
quarter of 2002 conpared with the same period in 2001. Last year’'s first quarter
included a favorable adjustment to interest of $67 million that was related to prior
years' taxes. Excluding this favorable adjustnent, net interest and other financia
costs in the first quarter of 2002 decreased $21 million fromthe first quarter of
2001 primarily due to a | ower average debt |evel follow ng the Decenmber 31, 2001
val ue transfer of $900 million from Marathon
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The credit for inconme taxes in the first quarter 2002 was $12 nillion conpared
with $98 million in the first quarter of 2001. The credit for income taxes in the
first quarter of 2002 reflected a tax benefit for pretax |osses at the estimted
annual effective tax rate of approximately 13 percent. As a result of Slovak
Republic |l aws regarding tax credits and nanagenent’s intention to permanently
reinvest earnings in foreign operations, virtually no incone tax provision is
recorded for USSK income. |In the first quarter of 2001, effective tax rates were
applied to U. S. Steel’s donestic and foreign operations separately. As a result,
the credit for incone taxes reflected an estimted annual effective tax rate of
approximately 30 percent for U S. Steel’s donestic operations, and virtually no tax
provision for USSK income. The tax credit in the first quarter of 2001 al so
included a $33 mllion deferred tax benefit associated with the Transtar
reorgani zati on and an unfavorabl e adjustment of $15 million primarily related to the
settl enent of prior years’ taxes.

Net incone decreased $92 million in the first quarter of 2002, conpared to the
same period in 2001, primarily reflecting the factors di scussed above.

Operating Statistics

Flat-rolled shipnments of 2.3 mllion tons for the first quarter of 2002
i ncreased about 9 percent fromthe first quarter 2001 and 15 percent fromthe fourth
quarter of 2001. Tubul ar shipnents of 188,000 tons for the first quarter of 2002
decreased about 36 percent fromthe same period in 2001 and i nproved approxinately 5
percent fromthe fourth quarter of 2001. At USSK, first quarter 2002 shipnments of
756, 000 tons were about the sane as in the first quarter of 2001 and down
approximately 13 percent fromthe fourth quarter of 2001

Raw steel capability utilization for donestic facilities and USSK in the first
quarter of 2002 averaged 92.1 percent and 74.4 percent, respectively, conpared with
83.1 percent and 77.2 percent in the first quarter of 2001 and 67.0 percent and 66.4
percent in the fourth quarter of 2001

Bal ance Sheet

Cash and Cash Equival ents at March 31, 2002 decreased $90 million from year-
end 2001 primarily due to capital expenditures and paynent of a $54 mllion cash
settlement in accordance with the terns of the Separation, partially offset by cash
generated from common stock issued and from operating activities, which included
$200 million fromthe sale of accounts receivable under the Receivabl es Purchase
Agreenent .
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Cash Fl ow

Net cash provided fromoperating activities decreased $231 million in the
first quarter of 2002, conpared with the first quarter of 2001. The decrease was
due primarily to |l ess favorable working capital changes and a net |oss of $83

mllion in the first quarter of 2002 versus net inconme of $9 million in the first
quarter of 2001. Working capital changes in the first quarter of 2002 were an
unfavorable $104 million excluding the receipt of $200 nmillion in cash for the sale

of accounts receivabl e under the Receivabl es Purchase Agreenent. This was prinmarily
caused by increased production and sales |levels, particularly in the latter half of
the first quarter of 2002, which resulted in increases in receivables, inventory,
and payables. Working capital changes in the 2001 period included the effects of a
favorabl e income tax settlement of $364 million with Marathon arising fromtax
benefits generated by U S. Steel in 2000, partially offset by the unfavorable

i mpact of accruals in the first quarter of 2001 for incone tax benefits relating to
2001. Working capital changes in 2001 also reflect the inpacts of an increase in
the all owance for doubtful accounts due to the inpairnment of receivables from
Republ i c.

Capital expenditures in the first quarter of 2002 were $56 mllion, conpared
with $37 mllion in the same period in 2001. The increase was primarily due to the
new Quench and Tenper Line project at Lorain Tubular and vari ous projects at USSK
i ncludi ng the upgrade of the No. 1 Pushing Furnace, the Vacuum Degassing Facility,
and the Sinter Plant Dedusting project.

Contract conmitnents for capital expenditures at March 31, 2002, totaled
$90 mllion, conpared with $84 m|lion at Decenber 31, 2001

Net change in attributed portion of Marathon consolidated debt and other
financial obligations reflects a decrease of $226 million in the first quarter of
2001 in the anmpunt of debt and other financial obligations attributed to U S. Stee
by Marathon. Prior to the Separation, debt and certain other financial obligations
that were centrally nanaged by Marathon were attributed to U S. Steel based on
U S. Steel’s cash flows and capital structure. The decrease of $226 mllion was
primarily due to U S. Steel’s positive cash provided from operations, which
i ncluded the $364 mllion year 2000 tax settlenment with Marathon, partially offset
by cash used for capital expenditures and dividend paynents.

Settlement with Marathon in the first quarter of 2002 reflected a $54 nmillion
cash paynment made in accordance with the Separation

Common stock issued in the first quarter of 2002 reflects proceeds from stock
purchases made by the United States Steel Corporation Savings Fund Plan for Salaried
Enmpl oyees and purchases through the Dividend Rei nvestnent and Direct Stock Purchase
Pl an.

Di vidends paid in the first quarter of 2002 were $4 mllion, reflecting the
initial quarterly dividend rate of five cents per share established by U S. Stee
after the Separation. Dividends paid in the first quarter of 2001 resulted froma
quarterly dividend rate of 25 cents per share paid to USX-U S. Steel G oup conmpn
shar ehol ders and quarterly dividends on the 6.50% Cunul ati ve Convertible Preferred
Stock outstanding in 2001 that was retired by Marathon as part of the Separation.
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Liquidity

In Novenber 2001, U. S. Steel entered into a five-year Receivabl es Purchase
Agreenment with financial institutions. U S. Steel established a wholly owned
subsidiary, United States Steel Receivables LLC, which is a special-purpose,
bankruptcy-rennte entity that acquires, on a daily basis, eligible trade receivables
generated by U S. Steel and certain of its subsidiaries. Fundings under the

facility are limted to the | esser of eligible receivables or $400 mllion. As of
April 30, 2002, U S. Steel had $344 million of eligible receivables, of which $240
mllion were sold, primarily to fund working capital needs based on increased

operating rates.

In addition, U S. Steel entered into a three-year revolving credit facility
expiring Decenmber 31, 2004, that provides for borrowi ngs of up to $400 nillion
secured by all donestic inventory and rel ated assets (“lnventory Facility”),

i ncludi ng recei vabl es other than those sold under the Receivabl es Purchase
Agreenment. As of April 30, 2002, $262 nmillion was available to U. S. Steel under the
I nventory Facility.

USSK has bank credit facilities aggregating $50 mllion. At April 30, 2002,
$49 nmillion was avail able under these facilities.

U S. Steel currently has Senior Notes outstanding in the aggregate principa
amount of $535 nillion. The Senior Notes inpose significant restrictions on
U S. Steel such as the followi ng: restrictions on paynents of dividends; limts on
addi tional borrowi ngs, including limting the anbunt of borrow ngs secured by
i nventories or accounts receivable; linmts on sale/leasebacks; limts on the use of
funds from asset sales and sale of the stock of subsidiaries; and restrictions on
our ability to invest in joint ventures or nake certain acquisitions. The Inventory
Facility inposes additional restrictions on U. S. Steel including the foll ow ng:
effective Septenber 30, 2002, U. S. Steel nust neet an interest expense coverage
ratio of at least 2 to 1 through March 30, 2003 and 2.5 to 1 thereafter and a debt
to EBITDA | everage ratio of no nore than 6 to 1 through Decenber 30, 2002, 5.5 to 1
t hrough March 30, 2003, 5 to 1 through June 29, 2003, 4.5 to 1 through Septenber 29,
2003, 4 to 1 through March 30, 2004 and 3.75 to 1 thereafter; limtations on capita
expenditures; and restrictions on investnments. If these covenants are breached or if
we fail to make paynents under our material debt obligations or the Receivables
Purchase Agreenent, creditors would be able to termnate their conmtnents to nake
further | oans, declare their outstanding obligations i mediately due and payabl e and
forecl ose on any collateral, and it nmay al so cause term nation events to occur under
t he Receivabl es Purchase Agreement and a default under the Senior Notes. Additiona
i ndebt edness that U S. Steel may incur in the future may also contain sinmlar
covenants, as well as other restrictive provisions. Cross-default and cross-
accel eration clauses in the Receivabl es Purchase Agreenent, the Inventory Facility,
the Senior Notes and any future additional indebtedness could have an adverse effect
upon our financial position and liquidity.
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U S. Steel has utilized surety bonds to provide financial assurance for
certain transactions and business activities. The total amunt of active surety
bonds currently being used for financial assurance purposes is approximtely
$255 mllion. Recent events have caused major changes in the surety bond market
i ncludi ng significant increases in surety bond prem uns. These factors, together
wi th our non-investnent grade credit rating, have caused U S. Steel to replace sone
surety bonds with other forms of financial assurance, and may require it to provide
some formof collateral to the surety bond providers in order to keep bonds in
pl ace. The other forms of financial assurance or collateral could include financia
instruments that are supported by either the Receivabl es Purchase Agreement or
Inventory Facility. The use of these types of financial instruments for financia
assurance and collateral will have a negative inmpact on liquidity. During the
second quarter of 2002, U. S. Steel managenent expects approximately $100 million of
l[iquidity sources to be used to provide financial assurance.

U S. Steel is contingently liable for debt and other obligations of Marathon
in the anobunt of $344 million as of March 31, 2002. Marathon is not limted by
agreement with U S. Steel as to the anobunt of indebtedness that it may incur. In
the event of the bankruptcy of Marathon, these obligations for which U S. Steel is
contingently liable, as well as obligations relating to Industrial Devel opnent and
Envi ronment al | nprovenent Bonds and Notes that were assumed by U S. Steel from
Mar at hon, may be decl ared i medi ately due and payable. If that occurs, U S. Stee
may not be able to satisfy such obligations. 1In addition, if Marathon loses its
i nvestment grade ratings, certain of these obligations will be considered
i ndebt edness under the Senior Notes indenture and for covenant cal cul ati ons under
the Inventory Facility. This occurrence could prevent U S. Steel fromincurring
addi ti onal indebtedness under the Senior Notes or may cause a default under the
Inventory Facility.

U S. Steel is the sole general partner of and owns a 10 percent equity
interest in Clairton 1314B Partnership, L.P. As general partner, U S. Steel is
responsi bl e for operating and selling coke and by-products fromthe partnership's
three coke batteries located at U S. Steel's Clairton Wrks. U S. Steel's share of
profits and |losses is currently 1.75% except for U S. Steel’s share of
depreci ation and anortization, which is 45.75% Beginning in 2003, U S. Steel’s
share of all profits and losses will increase to 45.75% The partnership at tines
has operating cash shortfalls after paynments of distributions to the partners that
are funded with loans fromU. S. Steel. As of March 31, 2002, the partnership owed
U S. Steel $6 million, which was repaid in April 2002. U. S. Steel may dissolve
the partnership under certain circunstances including if it is required to make
equity investments or loans in excess of $150 mllion to fund such shortfalls.
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The following table sunmarizes U S. Steel's liquidity as of March 31, 2002:

(Dollars in mllions)

Cash and cash equivalents....................... $57

Amount avail abl e under Recei vabl es
Purchase Agreement........................... 134
Amount avail abl e under Inventory Facility....... 256
Amount s avail abl e under USSK credit facilities.. 49
Total estimated liquidity..................... $496

U. S. Steel managenent believes that our liquidity will be adequate to satisfy

our obligations for the foreseeable future, including obligations to conplete
currently authorized capital spending progranms. Future requirenments for

U. S. Steel's business needs, including the funding of capital expenditures, debt
service for outstanding financings, and any anounts that nmay ultimately be paid in
connection with contingencies, are expected to be financed by a conbination of
internally generated funds, proceeds fromthe sale of stock, borrow ngs and other
external financing sources. However, there is no assurance that our business wll
generate sufficient operating cash flow or that external financing sources will be
avail able in an ampunt sufficient to enable us to service or refinance our

i ndebt edness or to fund other liquidity needs. If there is a prolonged delay in the
recovery of the manufacturing sector of the U S. economy, U S. Steel believes that
it can maintain adequate liquidity through a conbination of deferral of nonessentia
capi tal spending, sales of non-strategic assets and ot her cash conservation

measur es.

U. S. Steel mmnagenent's opinion concerning liquidity and U S. Steel's
ability to avail itself in the future of the financing options nentioned in the
above forward-1ooking statenents are based on currently available information. To
the extent that this information proves to be inaccurate, future availability of
financing may be adversely affected. Factors that could affect the availability of
financing include the performance of U S. Steel (as measured by various factors
i ncl udi ng cash provided fromoperating activities), levels of inventories and
accounts receivable, the state of worldwi de debt and equity markets, investor
percepti ons and expectations of past and future performance, the overall U.S.
financial climate, and, in particular, with respect to borrow ngs, the |evels of
U. S. Steel's outstanding debt and credit ratings by rating agencies.
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Environnental Matters, Litigation and Contingencies

U S. Steel has incurred and will continue to incur substantial capital
operating and mai nt enance, and renedi ati on expenditures as a result of environnental
| aws and regul ations. In recent years, these expenditures have been mainly for
process changes in order to neet Clean Air Act obligations, although ongoing
conpliance costs have al so been significant. To the extent these expenditures, as
with all costs, are not ultimately reflected in the prices of U S. Steel’s products
and services, operating results will be adversely affected. U S. Steel believes
that all of its donestic conpetitors are subject to simlar environmental |aws and
regul ati ons. However, the specific inpact on each conpetitor nay vary depending on a
nunber of factors, including the age and |location of its operating facilities,
producti on processes and the specific products and services it provides. To the
extent that conpetitors are not required to undertake equivalent costs in their
operations, the conpetitive position of U S. Steel could be adversely affected.

USSK is subject to the aws of the Slovak Republic. The environnental |aws of
the Sl ovak Republic generally follow the requirenments of the European Union, which
are conparable to donestic standards. USSK has al so entered into an agreenent with
the Sl ovak governnent to bring, over tine, its facilities into European Union
envi ronnental conpliance.

In addition, U S. Steel expects to incur capital and operating expenditures
to meet environnmental standards under the Slovak Republic’'s environnental |aws for
its USSK operation.

U S. Steel has been notified that it is a potentially responsible party
(“PRP") at 20 waste sites under the Conprehensive Environnmental Response,
Conpensation and Liability Act (“CERCLA") as of March 31, 2002. In addition, there
are 13 sites related to U S. Steel where it has received informati on requests or
other indications that it nmay be a PRP under CERCLA but where sufficient infornmation
is not presently available to confirmthe existence of liability or make any
judgment as to the amount thereof. There are also 35 additional sites related to
U S. Steel where renediation is being sought under other environnental statutes,
both federal and state, or where private parties are seeking renediation through
di scussions or litigation. At nany of these sites, U S. Steel is one of a nunber of
parties involved and the total cost of renediation, as well as U S. Steel’s share
thereof, is frequently dependent upon the outcome of investigations and renedi al
studies. U S. Steel accrues for environnental remediation activities when the
responsibility to renediate is probable and the anpbunt of associated costs is
reasonably determ nable. As environnental renediation matters proceed toward
ultimate resolution or as additional renediation obligations arise, charges in
excess of those previously accrued may be required.
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In 1998, U S. Steel entered into a consent decree with the EPA which resol ved
al l eged violations of the Clean Water Act National Pollution Discharge Elimnation
System (“NPDES") permt at Gary Works and provides for a sedi nent renediation
project for a section of the Grand Cal unet River that runs through Gary Works.

Cont enporaneously, U S. Steel entered into a consent decree with the public

trustees, which resolves potential liability for natural resource damages on the
same section of the Grand Calunmet River. |In 1999, U S. Steel paid civil penalties
of $2.9 million for the alleged water act violations and $0.5 nillion in natura
resource danmages assessnent costs. In addition, U S. Steel will pay the public
trustees $1 nillion at the end of the renediation project for future nonitoring
costs and U S. Steel is obligated to purchase and restore several parcels of
property that have been or will be conveyed to the trustees. During the

negotiations leading up to the settlenent with EPA capital inprovenents were nade
to upgrade plant systens to conply with the NPDES requirenents. The sedi nent
remedi ati on project is an approved final interimmeasure under the corrective action
program for Gary Works. As of March 31, 2002, project costs have anounted to

$6 million with another $32.4 nillion presently projected to conplete the project,
over the next two years. Estinmated renmediation and nmonitoring costs for this

proj ect have been accrued. Construction began in January on a Corrective Action
Managenment Unit (CAMJ) to contain the dredged material on conpany property north of
the river between Bridge Street and the fornmer Anerican Juice factory. Renpval of
PCB- cont anmi nat ed sedinent will start in October at the river’'s headwaters.

At Gary Works, U S. Steel has agreed to close three hazardous waste di sposa
sites located on plant property. The D2 disposal site and a nearby refuse area wl|
be cl osed collectively. A CAMJ for the West End Mai ntenance Area of Gary Works will
i nclude wastes fromthe D5 and T2 disposal sites. Total costs to close D2, D5, T2
and the refuse area are estimated to be $18.8 million

In 1987, U S. Steel and the Pennsylvani a Departnent of Environmental
Resources (“PADER’) entered into a Consent Order to resolve an incident in January
1985 invol ving the all eged unauthorized di scharge of benzene and other organic
pollutants fromClairton Works in Clairton, Pa. That Consent Order required
U S. Steel to pay a penalty of $50,000 and a nonthly payment of $2,500 for five
years. In 1990, U S. Steel and the PADER reached agreenent to anmend the Consent
Order. Under the anended Order, U S. Steel agreed to renediate the Peters Creek
Lagoon (a forner coke plant waste disposal site); to pay a penalty of $300,000; and
to pay a nonthly penalty of up to $1,500 each nmonth until the former disposal site
is closed. Renediation costs have amobunted to $10.0 million wi th another
$1.1 million presently estimated to conplete the project.

U S. Steel is the subject of, or a party to, a nunber of pending or
threatened | egal actions, contingencies and comrtnents involving a variety of
matters, including aws and regul ations relating to the environnent. The ultinmate
resolution of these contingencies could, individually or in the aggregate, be
material to the U S. Steel Financial Statenents. However, nanagenent believes that
U S. Steel will renmain a viable and conpetitive enterprise even though it is
possi bl e that these contingencies could be resolved unfavorably to U S. Steel
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Qut | ook

Qur donestic order rate began to increase |late |ast year. Sheet facilities are
now fully | oaded and spot market price increases are being inplenmented. Plate and
tubul ar markets continue to reflect weak demand. In the second quarter of 2002,
donestic shipnents are expected to inprove and average realized prices are expected

to be higher. For full-year 2002, donmestic shipnents are expected to be
approximately 10.7 mllion net tons, including flat-rolled and tubul ar shipnents of
9.8 million net tons and 0.9 mllion net tons, respectively.

USSK' s average realized prices in the second quarter 2002 are expected to
i mprove slightly, with shipments increasing significantly fromthe first quarter of
2002. Full year shipnments are projected to be approximately 3.8 mllion net tons.

Managenment is encouraged by inproving econom c conditions and currently
anticipates that U S. Steel will be profitable for 2002.

For the longer term donestic shipnent levels and realized prices will be
i nfluenced by the strength and timing of a recovery in the manufacturing sector of
the donestic econony, levels of inported steel follow ng the outconme of the
Presi dent's Section 201 decision and production capability changes at donmestic
facilities. Many factors will determ ne the strength and tim ng of such recovery,
and shiprment |evels and prices are al so subject to many of the sane factors. For
USSK, econom ¢ and political devel opnents in Europe, including many factors simlar
to those inpacting donmestic operations, will inmpact USSK s results of operations.

U S. Steel's inconme from operations includes net pension credits, which are
primarily noncash, associated with all of U S. Steel's pension plans. Net pension
credits were $120 million in 2001. At the end of 2000, U S. Steel's nmmin pension
plan's transition asset was fully anortized, decreasing the pension credit by
$69 million in 2001 and in future years for this conponent. In addition, for the
year 2002, |lower than expected narket returns in the year 2001 and the nergers of
Transtar and LTV tin mll liabilities will further reduce net pension credits to
approximately $110 million, excluding settlements and any potential effects of
consolidation or rationalization activities. An unfavorable $8 million settlenent
charge is expected in the second quarter of 2002 under the nonqualified pension plan
relative to salaried enpl oyees accepting retirenment under |ast year's Voluntary
Early Retirenment Program ("VERP"). A settlenent effect is not currently expected
under the qualified salaried pension plan in 2002 relative to the VERP program The
above includes forward-1|ooki ng statenments concerning net pension credits which can
vary dependi ng upon the market performance of plan assets, changes in actuaria
assunptions regardi ng di scount rate and rate of return on plan assets, plan
anmendnents affecting benefit payout |evels and profile changes in the beneficiary
popul ati ons bei ng val ued. Changes in any of these factors could cause net pension
credits to change. To the extent net pension credits decline in the future, incone
from operations would al so decline.
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In its retiree nmedical estimtes of escalation, U S. Steel projects an
aggregate 8.0% initial trend rate in 2002 that gradually reduces each year to an
ultimate trend rate of 5% in the year 2008. This was increased froma 7.5% initia
trend rate assuned for 2001. The 8.0%rate reflects a weighting of various
escal ation rates on different conponents of the plan, with some rates as high as
15% after taking into consideration the denographics of the affected popul ati ons
and the different utilization patterns of nedicare versus pre-nedicare retirees.

U S. Steel has publicly stated that it is willing to participate in
consolidation of the donestic steel industry if it would be beneficial to our
shar ehol ders, creditors, customers and enpl oyees. A nunber of inportant conditions
nmust occur to facilitate such consolidation including inplenentation of President
Bush's three-part programto address worl dw de overcapacity, relief fromthe burden
of costs related to retiree obligations of other donestic steel conpanies and a new
progressive | abor agreement. On March 5, 2002, President Bush announced a
Section 201 trade renedy. In addition, U S. Steel nmay nmke additional investnents
in Central Europe to grow our business and to better serve our custonmers who are
seeki ng worl dwi de supply arrangenents.

U S. Steel has responded to donestic conpetition resulting fromexcess stee
i ndustry capability by elimnating less efficient facilities, nodernizing those that
remain and entering into joint ventures, all with the objective of focusing
production on higher val ue-added products, where superior quality and specia
characteristics are of critical inportance. Qur business strategy is to nmexim ze
our investment in high-end finishing assets and to nininmze or redeploy our
i nvestment in donmestic raw materials and hot-ends.

On March 8, 2002, USSK announced that it had entered into a conversion and
tolling agreenent and a facility nmanagenent agreenment with Sartid, a.d. (Sartid), an
integrated steel conpany with facilities |located in Snederevo and Sabac in the
Republic of Serbia. The tolling agreenent provides for the conversion of slabs into
hot-roll ed bands and cold-rolled full hard into tin-coated products. USSK wil |
retain ownership of these materials and will market the hot-rolled bands and
finished tin products in its own distribution system The facility managenent
agreenent pernmts USSK, or an affiliated conpany, to have managenent oversight of
Sartid' s tin processing facilities at Sabac. |In addition, USSK, the Governnent of
the Republic of Serbia and Sartid have signed a letter of intent that provides USSK
with the opportunity to explore possibilities for involvenent in the restructuring
of Sartid.

On April 10, 2002, U S. Steel announced that it had signed a letter of intent
to sell all of the coal and rel ated assets associated with U S. Steel M ning
Conpany’s West Virginia and Al abama mnes. The sale, which invol ves cash
consideration and is subject to several contingencies, is expected to result in a
pre-tax gain, excluding the potential recognition of the present val ue of
obligations related to a multienployer health care benefit plan created by the Coa
I ndustry Retiree Health Benefit Act of 1992, which were broadly estimated to be
$76 mllion at March 31, 2002. The sale is expected to be conpleted in the second
quarter of 2002.
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Republic, an equity investee and mmj or purchaser of raw materials from
U S. Steel, as well as a major supplier of rounds for U S. Steel’s Lorain Tubul ar
facility, remains in Chapter 11 bankruptcy proceedings. At March 31, 2002,
U S. Steel’s renmining financial exposure to Republic was approximtely
$20 million. On April 25, 2002, Republic announced that it had signed a non-binding
letter of intent with two investors to sell substantially all of its assets for
approximately $450 million in cash and assunption of liabilities. Republic further
stated that this transaction is subject to a nunber of conditions including
bankruptcy court approval. On May 7, 2002, Republic informed the bankruptcy court
that one of the other parties has withdrawn fromthe letter of intent. The court
did not rule on the sale and set a tentative hearing date for June 17, 2002.

The preceding statenents concerning antici pated steel demand, steel pricing,
and shipnment | evels are forward-I|ooking and are based upon assunptions as to future
product prices and nix, and |evels of steel production capability, production and
shi pnents. These forward-|ooking statenents can be affected by levels of inports
foll owi ng governnent action on Section 201 activities, donestic and internationa
econoni es, donmestic production capacity and custoner denand. In the event these
assunptions prove to be inaccurate, actual results may differ significantly from
those presently anticipated. The negotiation and possi ble consummati on of any nerger
or acquisition agreenent and the potential conpletion of any industry consolidation
or acquisitions, whether donestic or international, are all subject to numerous
conditions, sonme of which are described above. Many of these conditions depend upon
actions of other parties, such as the federal governnent, the USWA and foreign

governnents. There is no assurance that any nmerger agreenent will be negotiated
and/ or consummated, or that any industry donestic or international consolidation in
general will occur, nor any specificity concerning the terms upon which any of these

m ght occur.

Steel inports to the United States accounted for an estimted 30% 24% and 27%
of the donestic steel market in the first two nonths of 2002, and for the years 2001
and 2000, respectively.

On March 29, 2002, U. S. Steel joined other mmjor producers of oil country
tubul ar goods in filing unfair international trade cases against 14 countries.
I mports of these products have increased nore than 390 percent during the past two
years. Thirteen countries renmined subject to the proceedings follow ng the
wi t hdrawal of the anti-dunping petition against Colonbia. On May 10, 2002, the
I nternational Trade Conm ssion nade a negative prelinmnary injury determ nation
This action causes the investigations at both the International Trade Conm ssion and
the Departnent of Conmerce to be term nated.

On April 29, 2002, the U S. Departnent of Commerce announced prelimnary
deternminations in the anti-dunping cases concerning cold-rolled carbon steel flat
products from 20 countries. The Departnent had previously issued its prelininary
countervailing duty determ nations agai nst cold-rolled products fromthe four
countries that are subject to those proceedings. The U S. Departnment of Commerce
and the U . S. International Trade Comri ssion will continue their investigations in
all of the cases.
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The relief in the Section 201 action that was announced by President Bush on
March 5, 2002 becane effective for inports entering the U S. on and after March 20,
2002. The U.S. Trade Representative will continue to process requests for exenption
fromthe renmedy through July 3, 2002.

Accounting Standards

On January 1, 2002, U S. Steel adopted Statenents of Financial Accounting
St andards (SFAS) No. 141 “Busi ness Conbinations” and No. 142 “Goodwi || and O her
I ntangi bl e Assets.” The adoption of these Statenents did not have a material inpact
on the results of operations or financial position of U S. Steel. SFAS No. 144
“Accounting for Inpairnment or Disposal of Long-Lived Assets” was al so adopted on
January 1, 2002. There was no financial statement inplication related to the
adoption of this Statenent and the guidance will be applied on a prospective basis.

The adoption of these Statenents has not affected U S. Steel’'s critica
accounting policies and estinmates. For a discussion of critical accounting policies
and estimates, please refer to the Annual Report on Form 10-K for the year ended
Decenber 31, 2001.

In June 2001, the Financial Accounting Standards Board (FASB) issued SFAS
No. 143 “Accounting for Asset Retirenment Cbligations.” SFAS No. 143 establishes a
new accounting nodel for the recognition and neasurenent of retirenment obligations
associated with tangible long-lived assets. SFAS No. 143 requires that an asset
retirement obligation should be capitalized as part of the cost of the related | ong-
lived asset and subsequently allocated to expense using a systematic and rationa
method. U S. Steel will adopt the Statenent effective January 1, 2003. The
transition adjustnent resulting fromthe adoption of SFAS No. 143 will be reported
as a cunul ative effect of a change in accounting principle. At this tine,
U S. Steel has not conpleted its assessnent of the effect of the adoption of this
Statenent on either its financial position or results of operations.

On April 30, 2002, the FASB issued SFAS No. 145, “Rescission of FASB
Statenents No. 4, 44, and 64, Anendnent of FASB Statenent No. 13, and Technica
Corrections.” Generally, SFAS No. 145 is effective for transactions occurring after
May 15, 2002. There was no financial statenment inplication related to the adoption
of this Statement. For nore information see Note 16 of the Selected Notes to
Fi nanci al Statenents.
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Sensitivity anal yses of the incremental effects on pretax incone of
hypot heti cal 10% and 25% decreases in commodity prices for open derivative conmmodity
i nstruments as of March 31, 2002, are provided in the follow ng tabl e(d):

I ncremental Decrease in
I ncome Before |Incone Taxes
Assum ng a Hypot heti cal
Price Decrease of:

(Dollars in mllions) 10% 25%
Comodi ty-Based Derivative Instruments
U S. Steel

ZINC ot 3.4 8.5

TN 0.2 0.4

(8  wth the adoption of SFAS No. 133, the definition of a derivative instrunent has been
expanded to include certain fixed price physical comodity contracts. Such
instrunents are included in the above table. Amounts reflect the estimated
increnental effects on pretax incone of hypothetical 10% and 25% decreases in closing
comodity prices for each open contract position at March 31, 2002. Managenent
eval uates the portfolio of derivative commodity instruments on an ongoi ng basis and
adjusts strategies to reflect anticipated narket conditions, changes in risk profiles
and overal |l business objectives. Changes to the portfolio subsequent to March 31,
2002, nmay cause future pretax incone effects to differ fromthose presented in the
tabl e.
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Interest Rate Risk

U S. Steel is subject to the effects of interest rate fluctuations on certain
of its non-derivative financial instruments. A sensitivity analysis of the
projected i ncrenental effect of a hypothetical 10% decrease in March 31, 2002,
interest rates on the fair value of the U S. Steel’s non-derivative financia
instruments is provided in the follow ng table:

(Dollars in mllions)

As of March 31, 2002

I ncrenent al
I ncrease in
Non- Deri vati ve Fair Fair
Fi nanci al I nstrunments(a) Val ue Val ue(b)
Fi nanci al assets:
| nvest nents and
long-termreceivables ......... ... .. .. . . .. .. .. $43 $-
Financial liabilities:
Long-termdebt (C)Cd) . $1, 267 $75

(2) Fair values of cash and cash equi val ents, receivabl es, notes payabl e, accounts payable and
accrued interest approximte carrying value and are relatively insensitive to changes in
interest rates due to the short-term maturity of the instruments. Accordingly, these
instruments are excluded fromthe table.

(b) Refl ects, by class of financial instrument, the estimted incremental effect of a
hypot hetical 10% decrease in interest rates at March 31, 2002, on the fair val ue of
U S. Steel’s non-derivative financial instrunents. For financial liabilities, this assumes
a 10% decrease in the weighted average yield to maturity of U S. Steel’s long-term debt at
March 31, 2002.

(€) I ncludes ampunts due within one year.

(d) Fair value was based on market prices where avail able, or current borrowi ng rates for
financings with simlar terms and maturities.

At March 31, 2002, U S. Steel’s portfolio of |ong-termdebt was conprised
primarily of fixed-rate instrunments. Therefore, the fair value of the portfolio is
relatively sensitive to effects of interest rate fluctuations. This sensitivity is
illustrated by the $75 mllion increase in the fair value of |long-termdebt assum ng
a hypothetical 10% decrease in interest rates. However, U S. Steel’s sensitivity
to interest rate declines and corresponding increases 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 val ue.
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U S. Steel is subject to the risk of price fluctuations related to
antici pated revenues and operating costs, firmconmtnents for capital expenditures
and existing assets or liabilities denom nated in currencies other than U S.
dollars, in particular the Euro and Slovak koruna. U S. Steel has not generally
used derivative instruments to manage this risk. However, U. S. Steel has nade
limted use of forward currency contracts to nmanage exposure to certain currency
price fluctuations. At March 31, 2002, U S. Steel had open Euro forward sale
contracts for both U S. dollars (total carrying value of approximtely

$27.9 mllion) and Slovak koruna (total carrying value of approximtely
$15.8 million). A 10%increase in the March 31, 2002 Euro forward rates woul d
result in a $4.5 mllion charge to incone.

Equity Price Risk

As of March 31, 2002, U. S. Steel was subject to equity price risk and narket
liquidity risk related to its investnent in VSZ a.s., the forner parent of
U S. Steel Kosice, s.r.o. These risks are not readily quantifiable for severa
reasons including the absence of a readily deternminable fair value as determ ned
under U. S. generally accepted accounting principles.

Saf e Har bor

U S. Steel’s Quantitative and Qualitative Disclosures About Market Risk
i nclude forward-1ooking statements with respect to managenent’s opinion about risks
associated with U S. Steel’s use of derivative instrunents. These statements are
based on certain assunptions with respect to market prices, industry supply and
demand for steel products and certain raw materials, and foreign exchange rates. To
the extent that these assunptions prove to be inaccurate, future outcomes with
respect to U S. Steel’s hedging prograns nay differ materially fromthose di scussed
in the forward-|ooking statenents.
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First Quarter Ended

March 31
(Dollars in mllions) 2002 2001
| NCOVE (LOSS) FROM OPERATI ONS
Flat-rolled Products (&) . . . . . . . . . . . . . . . . $(71) $(136)
Tubul ar Products (@) . . 2 25
U S Steel KOSiCe. .. ... (1) 41
O her Busi nesses:
Coal, Coke and lron are (8) ... .. ... ... ... ... .. ... . ........ (16) (35)
Straightline. ... ... ... . . . . . . . (7) -
Al l other Q) e 12 8
Loss from Operations before special itens..................... (81) (97)
Special Itens:
Costs related to Fairless shutdown......................... (1) -
I nsurance recoveries related to USS-POSCO fire............. 12 -
Rever sal litigation accrual ........ ... ... .. .. ... .. .. .. ... 9 -
Gain on Transtar reorganization.................c.o.uuuoon.. - 70
Asset Inpairnents — Receivables........ ... .. ... .. .. ........ - (74)
Total Loss fromQOperations ............ ... ... ... .......... $(61) $(101)
CAPI TAL EXPENDI TURES
Flat-rolled Products . ...... ... .. $11 $16
Tubul ar ProducCt s . ....... ... . e 5 -
U S. Steel KOoSiCe....... . e e e 17 5
O her BUSI NESSES . ...ttt e e e e e 23 16
Tot al .. $56 $37
OPERATI NG STATI STI CS
Average realized price: ($/net ton)(b)
Flat-rolled Products ........ ... . .. ... $377 $402
Tubular ProducCts ........ ... 640 701
U. S, Steel KOSIiCe ... ... e e e 245 293
St eel Shi prents: (P) (¢)
Flat-rolled Products .......... ... @i 2,330 2,137
Tubular ProducCts ........ ... 188 295
U. S, Steel KOSiCe .. ... e e i 756 753
Raw St eel - Producti on: (€)
Domestic Facilities ......... . e 2,906 2,623
U. S, Steel KOSiCe . ... e e e 917 952
Total Raw Steel -Production............ ... . ... .. 3, 823 3,575
Raw Steel -Capability Utilization: (d)
Donmestic Facilities ... ... .. ... it 92. 1% 83. 1%
U. S, Steel KOSiCe ... ... e e e 74. 4% 77.2%
Donestic iron ore shipments(C)(€) . ... ... L. 2,289 1,911
Donestic coke shipments(C)(€) . . . . . ... 1,164 1, 208

(a) Amounts allocated within segnent results have been updated from Current Report on Form
8-K dated April 26, 2002.
(b) Excl udes intersegnent transfers.

Ec} Thousands of net tons.
Based on annual raw steel production capability of 12.8 nillion net tons for domestic

facilities and 5.0 mllion net tons for U S. Steel Kosice.
(e) I ncl udes intersegnment transfers.
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Item 1. LEGAL PROCEEDI NGS
Envi ronnent al Proceedi ngs

In 1998, U S. Steel entered into a consent decree with the EPA which resol ved
al l eged violations of the Clean Water Act National Pollution Discharge Elimnation
System (“NPDES") permt at Gary Works and provides for a sedi nent renediation
project for a section of the Grand Cal unet River that runs through Gary Works.

Cont enporaneously, U S. Steel entered into a consent decree with the public

trustees, which resolves potential liability for natural resource damages on the
same section of the Grand Calumet River. In 1999, U S. Steel paid civil penalties
of $2.9 million for the alleged water act violations and $0.5 nillion in natura
resource damages assessnent costs. |In addition, U S. Steel will pay the public
trustees $1 nillion at the end of the renediation project for future nonitoring
costs and U S. Steel is obligated to purchase and restore several parcels of
property that have been or will be conveyed to the trustees. During the negotiations

| eading up to the settlenment with EPA, capital inprovenments were nade to upgrade

pl ant systens to conply with the NPDES requirenents. The sedinent renediation
project is an approved final interim neasure under the corrective action program for
Gary Works. As of March 31, 2001, project costs have anpunted to $6 million with
another $32.4 mllion presently projected to conplete the project over the next two
years. Estimated renediation and nonitoring costs for this project have been
accrued. Construction began in January on a Corrective Action Managenent Unit (CAMJ)
to contain the dredged material on conpany property north of the river between
Bridge Street and the former Anerican Juice factory. Renpval of PCB-contam nated
sedinment will start in October at the river’'s headwaters.

In 1987, U S. Steel and the Pennsylvani a Departnent of Environmental
Resources (“PADER’) entered into a Consent Order to resolve an incident in January
1985 invol ving the all eged unauthorized di scharge of benzene and other organic
pollutants fromClairton Works in Clairton, Pa. That Consent Order required U S.
Steel to pay a penalty of $50,000 and a nonthly paynment of $2,500 for five years. In
1990, U. S. Steel and the PADER reached agreenent to amend the Consent Order. Under
the amended Order, U S. Steel agreed to renediate the Peters Creek Lagoon (a forner
coke plant waste disposal site); to pay a penalty of $300,000; and to pay a nonthly
penalty of up to $1,500 each nonth until the former disposal site is closed.
Renedi ati on costs have ampunted to $10.0 million with another $1.1 nmllion presently
estimated to conplete the project.

Asbestos Litigation

U S. Steel is a defendant in a |arge nunber of cases in which approximtely
18,000 claimants allege injury resulting fromexposure to asbestos. Nearly all of
theses cases involve multiple defendants. These clains fall into three mgjor
groups: (1) clainms made under certain federal and general maritine |aw by enpl oyees
of the Great Lakes Fleet or Intercoastal Fleet, forner operations of U S. Steel
(2) clainms nmade by persons who perfornmed work at U S. Steel facilities; and (3)
clainms made by industrial workers allegedly exposed to an el ectrical cable product
formerly manufactured by U S. Steel. To date all actions resolved have been either
di sm ssed or resolved for immterial anmpunts. In 2001, U S. Steel disposed of
clainms from approximately 11,300 claimants with aggregate total paynments of |ess
t han $200, 000 and approximately 10,000 new clains were filed. It is not possible to
predict with certainty the outcone of these natters; however, based upon present
know edge, managenent believes that it is unlikely that the resolution of the
remai ning actions will have a material adverse effect on our financial condition
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Anmong the factors that nmanagenent considered in reaching this conclusion are: (1)
that U S. Steel has been subject to a total of approximtely 32,000 asbestos cl ai nms
over the |ast twelve years that have been adnministratively dism ssed due to the
failure of the claimants to present any medi cal evidence supporting their clains,

(2) that over the | ast several years the total nunber of pending clainms has renai ned
steady, (3) that it has been many years since U S. Steel enployed maritinme workers
or manufactured electrical cable and (4) U S. Steel’s history of trial outcones,
settlenents and dism ssals. This statenent of belief is a forward-Iooking
statement. Predictions as to the outcone of pending litigation are subject to
substantial uncertainties with respect to (anmong other things) factual and judicia
determ nations, and actual results could differ materially fromthose expressed in
this forward-1ooking statement.

[tem 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS
The annual neeting of sharehol ders was held on April 30, 2002.
Approxi mately 96.2 percent of the votes cast by U S. Steel sharehol ders

approved the election of Dr. Shirley Ann Jackson, Dan D. Sandman, John W Snow,
Thomas J. Usher and Douglas C. Yearley to serve three-year terns as Cl ass |

directors. Continuing as Class Il directors for a termexpiring in 2003 are J. Gary
Cooper, Paul E. Lego, Seth E. Schofield, and John P. Surma. Continuing as Class Il
directors for a termexpiring in 2004 are Robert J. Darnell, Roy G Dorrance,

Charles R Lee, and John F. McG I Iicuddy.

St ockhol ders al so el ected Pricewat erhouseCoopers LLP (PwC) as independent
accountant with a favorable vote of approximtely 95.5 percent.

ltem 6. EXH BI TS AND REPORTS ON FORM 8- K
(a) EXH BITS

12.1 Computation of Ratio of Earnings to Conbi ned Fi xed Charges and
Preferred Stock Dividends

12.2 Computation of Ratio of Earnings to Fixed Charges
(b) REPORTS ON FORM 8- K

Form 8-K dated January 17, 2002, reporting under Item 9. Regulation FD

Di scl osure, that United States Steel Corporation is furnishing information
for the January 17, 2002 press release titled “U. S. Steel Announces Option
Agreement with NKK Corporation for the Purchase of NKK's Interest in

Nati onal Steel Corporation.”

Form 8-K dated January 18, 2002, reporting under Item 9. Regulation FD

Di scl osure, that United States Steel Corporation is furnishing information
for the January 18, 2002 press release titled “United States Stee

Di scl oses Updated CQutl ook.”

Form 8-K dated February 8, 2002, reporting under Item5. OQther Events, the
filing of the February 8, 2002 press release titled “U S. Steel Announces
Di scount on Stock Purchases Through Di vi dend Rei nvestnent Plan.”
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Form 8- K dated February 21, 2002, reporting under Item9. Regulation FD

Di scl osure, that United States Steel Corporation is furnishing information
for the February 21, 2002 presentation being given by John Surma, United
States Steel Vice Chairman and Chief Financial Oficer.

Form 8-K dated March 1, 2002, reporting under Item5. Other Events, the
filing of the audited Financial Statenents and Suppl ementary Data; and
Management’ s Di scussi on and Anal ysis of Financial Condition and Results of
Operations for the fiscal year ended Decenber 31, 2001; and reports of

i ndependent accountants.

Form 8-K dated March 12, 2002, reporting under Item 9. Regulation FD

Di scl osure, that United States Steel Corporation is furnishing information
for the March 12, 2002 presentation given by Tom Usher at the Mrgan
Stanl ey M ning, Paper and Packagi ng Conference.

Form 8-K dated April 10, 2002, reporting under Item 9. Regulation FD

Di scl osure, that United States Steel Corporation is furnishing information
for the April 10, 2002 press release titled “U. S. Steel to Sell Assets of
M ni ng Conpany.”

Form 8-K dated April 26, 2002, reporting under Item 9. Regulation FD
Di scl osure, that United States Steel Corporation is furnishing information
for the April 26, 2002 United States Steel Corporation Earnings Rel ease.

Pursuant to the requirenents of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned chi ef
accounting officer thereunto duly authorized.

UNI TED STATES STEEL CORPCRATI ON

By /s/ Gretchen R Haggerty
G etchen R Haggerty
Seni or Vice President and
Controller

May 14, 2002



UNI TED STATES STEEL CORPORATI ON
COVPUTATI ON OF RATI O OF EARNI NGS TO COMBI NED FI XED CHARGES
AND PREFERRED STOCK DI VI DENDS
(Unaudi t ed)

(Dollars in MIIions)

Three NMbnt hs

Exhi bi

t 12.1

Ended Year Ended December 31
March 31 c- e - i e
2002 2001 2001 2000 1999 1998

Portion of rentals

representing interest............ $11 $10 $45 $48 $46 $52
Capitalized interest................ - - 1 3 6 6
O her interest and fixed

charges........... ... ... ... ..... 35 54 153 115 75 47
Pret ax earni ngs which woul d

be required to cover

preferred stock dividend

requi renents of parent........... - 3 12 12 14 15
Conmbi ned fixed charges

and preferred stock

dividends (A).................... $46 $67 $211 $178 $141  $120
Ear ni ngs-pretax i ncone

with applicable

adjustments (B)................. $(50) $(69) $(387) $187 $295 $618
Ratio of (B) to (A ................. (a) (b) (c) 1.05 2.10 5.15
(a) Earnings did not cover fixed charges by $96 million

(b) Earnings did not cover fixed charges by $136 nillion
(c) Earnings did not cover fixed charges by $598 mllion



Exhi bi

UNI TED STATES STEEL CORPORATI ON
COVPUTATI ON OF RATI O OF EARNI NGS TO FI XED CHARGES
(Unaudi t ed)

(Dollars in MIIions)

Three Mont hs
Ended Year Ended Decenber 31
March 31 @ ---- - oo e e
2002 2001 2001 2000 1999 1998

Portion of rentals

representing interest............ $11 $10 $45 $48 $46 $52
Capitalized interest................ - - 1 3 7 6
O her interest and fixed

charges.......... .. . .. . .. 35 54 153 115 74 47
Total fixed charges (A)............. $46 $64 $199 $166 $127  $105
Ear ni ngs- pretax i ncone

wi th applicable

adjustments (B).................. $(50) $(69) $(387) $187 $295 $618
Ratio of (B) to (A)................. (a) (b) (c) 1.13 2.33 5.89

(a) Earnings
(b) Earnings
(c) Earnings

did not cover fixed charges by $96 million
did not cover fixed charges by $133 mllion
did not cover fixed charges by $586 mllion

t 12.2



