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UNITED STATES STEEL CORPORATION

7.00% SERIES B MANDATORY CONVERTIBLE PREFERRED SHARES (MEDS)

We will pay annual dividends on each of our MEDS in the amount of $3.50.
Dividends will be cumulative from the date of issuance and will accrue and be
paid quarterly. The first dividend payment will be made on June 15, 2003. The
liquidation preference is $50 per MEDS, plus accrued and unpaid dividends.

On June 15, 2006, each of our MEDS will automatically convert, subject to
adjustments described in this prospectus supplement, into between 3.1928 and
3.8314 shares of our common stock depending on the then current market price of
our common stock. At any time prior to the conversion date, holders may elect to
convert each of our MEDS, subject to adjustments described in this prospectus
supplement, into 3.1928 shares of our common stock, although by doing so would
forfeit any undeclared dividends.

Prior to this offering, there has been no market for our MEDS. We have applied
to list the MEDS on the New York Stock Exchange under the symbol "X PrB." Our
common stock is listed on the New York Stock Exchange, the Chicago Stock
Exchange and the Pacific Stock Exchange under the symbol "X." The last reported
sale price of our common stock on February 4, 2003 was $13.05 per share.

U. S. Steel has granted the underwriters an option for 30 days to purchase up to
750,000 additional MEDS.

INVESTING IN OUR MEDS INVOLVES RISKS. SEE "RISK FACTORS" BEGINNING ON PAGE S-10

OF THIS PROSPECTUS SUPPLEMENT AND BEGINNING ON PAGE 2 OF THE ATTACHED PROSPECTUS
TO WHICH THIS PROSPECTUS SUPPLEMENT RELATES.

Public offering price $50.00 $250,000,000
Underwriting discount $ 1.50 $ 7,500,000
Proceeds to U. S. Steel, before expenses $48.50 $242,500,000

The underwriters expect to deliver the MEDS to purchasers on or about February
10, 2003.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS
PROSPECTUS SUPPLEMENT OR THE PROSPECTUS TO WHICH IT RELATES IS TRUTHFUL OR
COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.
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GOLDMAN, SACHS & CO. LEHMAN BROTHERS

SALOMON SMITH BARNEY SCOTIA CAPITAL (USA)
February 4, 2003

IN MAKING YOUR INVESTMENT DECISION, YOU SHOULD RELY ONLY ON THE INFORMATION
CONTAINED OR INCORPORATED BY REFERENCE IN THIS PROSPECTUS SUPPLEMENT AND THE
ATTACHED PROSPECTUS. WE AND THE UNDERWRITERS HAVE NOT AUTHORIZED ANYONE TO
PROVIDE YOU WITH ANY OTHER INFORMATION. IF YOU RECEIVE ANY OTHER INFORMATION,
YOU SHOULD NOT RELY ON IT. WE AND THE UNDERWRITERS ARE OFFERING TO SELL THE
SECURITIES ONLY IN PLACES WHERE OFFERS AND SALES ARE PERMITTED. YOU SHOULD NOT
ASSUME THAT THE INFORMATION CONTAINED OR INCORPORATED BY REFERENCE IN THIS
PROSPECTUS SUPPLEMENT OR THE ATTACHED PROSPECTUS IS ACCURATE AS OF ANY DATE
OTHER THAN THE DATE ON THE FRONT COVER OF THIS PROSPECTUS SUPPLEMENT.
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FORWARD-LOOKING STATEMENTS

This prospectus supplement and the attached prospectus and the documents
incorporated herein and therein by reference include "forward-looking
statements" that are identified by the use of forward-looking words or phrases,
including, but not limited to, "intends," "intended," "expects," "expected,"
"anticipates" and "anticipated." These forward-looking statements are based on
(1) a number of assumptions made by management concerning future events and (2)
information currently available to management. Readers are cautioned not to put
undue reliance on those forward-looking statements, which are not a guarantee of
performance and are subject to a number of uncertainties and other facts, many
of which are outside our control, that could cause actual events to differ
materially from those statements. All statements other than statements of
historical facts included in this prospectus supplement and the attached
prospectus and the documents incorporated herein and therein by reference,
including those regarding our future financial position, results of operations,
cash flows and costs, and those regarding our business strategy and growth
opportunities, are forward-looking statements. Although we believe our
expectations reflected in those forward-looking statements are reasonable, we
cannot assure you that these expectations will prove to be correct. Important
factors that could cause actual results to differ materially from our
expectations ("Cautionary Statements"), in addition to those factors disclosed
under "Risk factors" beginning on page 2 of the attached prospectus and on page
S-10 of this prospectus supplement and in our SEC filings listed under "Where
you can find more information," include:

—-— prices and volumes of our sales of steel products;
—-— levels of imports of steel products into the United States;
—-— general economic, financial market and political conditions; and

—-— whether or not and to what extent we participate in the consolidation of
the domestic steel industry.

These forward-looking statements represent our Jjudgment as of the date of this
prospectus supplement. All subsequent written and oral forward-looking
statements are expressly qualified in their entirety by the Cautionary
Statements. Unless otherwise required by law, we disclaim any intent or
obligation to update the respective forward-looking statements.

ii

SUMMARY



Edgar Filing: UNITED STATES STEEL CORP - Form 424B2

The following information supplements, and should be read together with, the
information contained or incorporated by reference in other parts of this
prospectus supplement and the attached prospectus. This summary highlights
selected information from the prospectus supplement and the attached prospectus.
As a result, it does not contain all of the information you should consider
before investing in our MEDS. You should carefully read this prospectus
supplement and the attached prospectus, including the documents incorporated by
reference in it, which are described under "Where you can find more information"
in the attached prospectus. Unless the context otherwise requires, references in

this prospectus to "U. S. Steel," "USS," "we," "us" and "our" are to United
States Steel Corporation and its subsidiaries. References to tons are to U.S.
short or "net" tons (2,000 1lbs.) unless otherwise indicated. A metric ton ("mt"

or "tonne") is equal to roughly 1.10 U.S. short tons (2,205 lbs).
UNITED STATES STEEL CORPORATION

We are the largest integrated steel producer in North America and have annual
global steelmaking capacity of 17.8 million tons. We have a broad and diverse
mix of products and customers. We make, sell and transport a wide range of
value—-added steel products to customers with demanding technical applications in
the automotive, appliance, container, industrial machinery, construction and oil
and gas industries. We are one of the leading steel sheet suppliers to the North
American automotive and appliance industries, one of the largest producers of
tin mill products in North America, the largest integrated flat-rolled producer
in Central Europe and the largest domestic producer of seamless oil country
tubular goods.

We have a significant market presence in each of our major product areas and we
have long-term relationships with many of our major customers. For the year
ended December 31, 2002, we shipped 14.6 million tons of steel globally and
generated revenues and other income of $7,054 million.

We operate three integrated steel mills in North America--Gary Works in Indiana,
Mon Valley Works in Pennsylvania and Fairfield Works in Alabama--which have
annual steelmaking capacity of 12.8 million tons. We also operate processing and
finishing facilities at six locations in those three states and in Ohio. We
produce most of the iron ore and coke and a portion of the coal we use as raw
materials in our domestic steelmaking process, and we sell some of this
production to third parties. We also own real estate, steel distribution, and
engineering and consulting services businesses.

In addition to our domestic facilities, we have significant operations in
Central Europe through U. S. Steel Kosice, s.r.o., which we acquired in November
2000. USSK, headquartered in Kosice in the Slovak Republic, is the largest
integrated steel sheet producer in Central Europe, with annual steelmaking
capacity of 5.0 million tons. USSK has enabled us to establish a low-cost
manufacturing base in Europe and positioned us to serve our global customers.

STEEL INDUSTRY CONDITIONS

CONSOLIDATION AND RESTRUCTURING IS UNDERWAY. The domestic steel industry is
restructuring after many years of oversupply and low prices, which resulted in
significant capacity closures starting in late 2000 and led to the introduction
of Section 201 import tariffs in March 2002. The
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combination of capacity closures, trade restrictions and the imposition of
tariffs led to a recovery in steel prices from 20-year lows in late 2001 and
early 2002.
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The pace of domestic steel industry consolidation has accelerated as evidenced
by a number of recent acquisitions, including the acquisition of assets from
bankrupt companies. Transactions during 2002 included the purchases of assets of
Trico Steel Co. LLC, Acme Metals, Inc. and LTV Corporation out of bankruptcy and
the purchase of Birmingham Steel Corporation. One factor facilitating the
restructuring of the domestic integrated steel industry has been the elimination
of unfunded pension, healthcare and other legacy costs through the bankruptcy
process. We believe the continuing consolidation of steelmaking assets will
reduce the domestic steel industry's cost basis, creating a more globally
competitive industry structure.

STEEL PRICES RECOVERED DURING 2002. In December of 2001, hot-rolled prices hit
a 20-year low of $210 per ton, according to published sources. In March 2002,
President Bush announced his decision to impose trade restrictions in response
to the prior finding of the International Trade Commission under Section 201 of
the Trade Act of 1974 that imports were a substantial cause of serious injury to
the domestic steel industry. Domestic spot market hot-rolled prices for December
of 2002, as reported by published sources, were $300 per ton, more than $90 per
ton higher than those realized in December of 2001.

COMPETITIVE STRENGTHS

LEADING GLOBAL STEEL PRODUCER. We are the 11th largest global steel producer
and the largest integrated steel producer in North America. We are a leading
provider of flat-rolled steel to customers with demanding technical applications
in the automotive, appliance, container and construction industries. We supply
each of the "Big 3" automotive companies and are a growing supplier to foreign
automotive companies with manufacturing facilities in the United States. We are
a leading supplier of carbon sheet product to the North American appliance
industries and one of the largest tin mill product producers in North America.
We are the largest domestic producer of seamless oil country tubular goods.

The acquisition of USSK in 2000 has enabled us to establish a low-cost
manufacturing base in Central Europe, has positioned us to serve our global
customers and has enabled us to participate in the continued economic
development in Central Europe. In addition, USSK's arrangements with Sartid,
a.d. in Serbia have expanded our European distribution network.

DIVERSIFIED PRODUCT AND CUSTOMER MIX. We have a broad and diversified mix of
products and customers. Our customers include the automotive, appliance,
container, industrial machinery, construction and oil and gas industries. None
of our customers represented 10% of our revenues in 2002. We believe this
product and end-market diversity decreases the potential impact of a downturn in
any one product or industry.

MODERNIZED COMPETITIVE FACILITIES. We have four well-maintained and globally
competitive fully integrated steel manufacturing facilities, as well as a number
of finishing operations, and we continue to focus on cost reductions at all of
our facilities. During the five years ended December 31, 2002, we have invested
over $1.4 billion in modernizing and upgrading our plants. We believe our
modernized facilities and extensive finishing capabilities give us the
flexibility to adjust our capital spending based on changing market and economic
conditions and take advantage of growth opportunities while maintaining
acceptable liquidity.

S-2

STRONG LIQUIDITY POSITION. As of December 31, 2002 we had total liquidity of
$1.03 billion, which we define to include cash and cash equivalents and
availability under our receivables sales program, inventory credit facility and
USSK credit facilities.
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BUSINESS STRATEGY

FOCUS ON GROWING HIGHER VALUE-ADDED CAPABILITIES. In North America we are
focused on providing value-added steel products to our target markets where we
believe our leadership position, production and processing capabilities and
technical service give us a competitive advantage. We continue to enhance our
value—-added businesses through the upgrading and modernization of our production
facilities. We intend to expand our capabilities and market positions in our key
markets.

EXPAND OUR GLOBAL BUSINESS PLATFORM. We plan to create a global company through
the utilization of our European and domestic assets and consideration of further
opportunities that are consistent with our business strategy. Through our
purchase of USSK, we initiated a major offshore expansion and followed many of
our customers into the Central European market. USSK has entered into
arrangements with Sartid, an integrated steel producer in Serbia. We are
exploring additional opportunities for investment in Central Europe to increase
our source of low cost steel, serve those customers who are seeking worldwide
supply arrangements and participate in the economic development in the region.

CONTINUE TO REDUCE COSTS. We previously announced a plan to reduce our domestic
costs by $30 per ton over a three-year period beginning with 2002. Currently, we
are ahead of this plan, which should ultimately result in annual operating
savings of over $300 million, from 2001 levels, by the end of 2004. USSK also
has a cost reduction program that has reduced costs by more than $30 per ton
since our acquisition of USSK in November 2000.
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RECENT DEVELOPMENTS

FINANCIAL RESULTS

On January 28, 2003, we announced our fourth quarter and full-year unaudited
2002 results. The information set forth below should be read in conjunction with

the more detailed information included in our Current Report on Form 8-K filed
January 28, 2003 and our Current Report on Form 8-K filed June 4, 2002.

THREE MONTHS

ENDED YEAR ENDED
DECEMBER 31, DECEMBER 31
(IN MILLIONS EXCEPT PER SHARE DATA) 2002 2001 2002 20
STATEMENT OF OPERATIONS DATA
Revenues and other InCome........uiiiuetenneennennnn $1,899 $1,414 $7,054 Se,
Net 1ncome (L1OSS) v v it ittt ettt ettt et teeeeeeeneenns 12 (174) 62 (
Adjustments for special items (Pre-tax):
Pension settlement 10SS.. ...t iiineeeeennnnnneennn 90 - 100
Asset impairments-receivables............iiiiiii.. - 72 14
Asset impairments-intangible asset................. - 20 -
Costs related to separation...........cciiiiie.... - 16 -
Costs related to Fairless shutdown................. - 9 1
Federal excise tax refund........uiiiiiininnnnnn. (2) —= (38)
Insurance recoveries related to USS-POSCO fire..... (19) (23) (39)
Gain on VSZ share Sale. .. v vttt teeeeenenennn (20) —— (20)
Reversal of litigation accrual..........c.ccieiee.o... - - (9)
Gain on Transtar reorganization.................... - - -

’

375
218)

146
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Prior year tax adjustments............cciiiiieee... - (9) -
Tax effect of special items.........ci ... (17) (32) (3)
Net income (loss) adjusted for special items......... S 44 S (121) S 68
Net income (loss) per diluted share.................. $ 0.12 $(1.95) $ 0.64
Net income (loss) adjusted per diluted share......... $ 0.44 $(1.36) $ 0.70

The presentation of net income (loss) adjusted per diluted share and net income
(loss) adjusted for special items reflects our results exclusive of period items
that management considers to be unusual and non-recurring.

S-4
DECEMBER 31,
(IN MILLIONS) 2002 2001

SUMMARY BALANCE SHEET DATA
Cash and cash equivalent s . . vttt ittt et e eeeeeeeeneennnns S 243 S 147
Other cuUrrent asSet S . . .u i i ittt ittt ittt ettt eeeeeeaeeens 2,198 1,926
Property, plant and equipment —— net.............0iiiiiee... 2,978 3,084
PEeNSIion ASSeE i ittt ittt e it e et et e e e e e et e e 1,654 2,745
(Ol oL = = = = i 905 435

B o= T = = $7,978 $8,337
Current liabilities. ...t i ittt ittt eeeeeneeeeneeennnns $1,371 $1,259
Long—term debt . ...ttt ittt ettt e et e e e e 1,408 1,434
Employee benefits. ..t ittt e e e e et 2,601 2,008
Other long-term liabilities........iiiiiiiiiiineennnnnnnn 569 1,130
Stockholders' equUity. ..ttt ittt ettt e et eeaeeens 2,029 2,506

Total liabilities and stockholders' equity................ $7,978 $8,337

NATIONAL STEEL

On January 9, 2003, we announced the signing of an asset purchase agreement with
National Steel Corporation, which filed for bankruptcy protection on March 6,
2002, to acquire substantially all of National's steelmaking, processing and
finishing assets for approximately $950 million, including the assumption of
approximately $200 million of liabilities. The assets of National we had agreed
to acquire included: facilities at National's two integrated steel plants, Great
Lakes Steel, in Ecorse and River Rouge, Michigan; Granite City Division, Granite
City, Illinois; the Midwest finishing facility in Portage, Indiana; ProCoil
Corporation in Canton, Michigan; and various other subsidiaries and
joint-venture interests, including National's interest in Double G Coatings. For
the year ended December 31, 2001, National reported net sales of $2,492 million.
We believe the acquisition of National would significantly increase our
value-added production capabilities and enhance our ability to serve the needs
of our North American customers in the automotive, container, appliance and
construction industries. The closing of our agreement with National was
contingent on, among other things, the approval of the Bankruptcy Court for the
Northern District of Illinois, Eastern Division, and the execution and
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ratification of a new labor agreement with the United Steelworkers of America
with respect to the steelworkers at the National facilities we would acquire.

On January 30, 2003, National announced that it had signed an agreement with
another party, under which National would sell substantially all of its assets,
including its pellet-making facility, for $1,125 million, consisting of cash and
the assumption of approximately $200 million of liabilities. A hearing in the
Bankruptcy Court has been scheduled for February 6, 2003, at which a motion to
approve certain portions of that agreement, including bidding procedures
attached thereto, will be considered. The closing of the agreement between
National and that other party is contingent on, among other things, the approval
of the Bankruptcy Court and the execution and ratification of a new labor
agreement with the USWA with respect to the steelworkers at the National
facilities to be acquired. The bidding procedures attached to that agreement
contemplate that an auction will be held subsequent to March 17, 2003. We and
others will have the opportunity to submit bids for National's assets at any
such auction.

S-5

We remain interested in acquiring the assets of National if we are able to reach
a new labor agreement with the USWA for the steelworkers at the National
facilities and acquire the assets at a price that we view to be appropriate in
light of conditions in the steel and financial markets at the time of the
auction. We are in discussions with the USWA regarding such a labor agreement,
as well as other matters, including our mutual interest in encouraging
consolidation in the North American integrated steel industry. We also continue
to evaluate other potential acquisitions.

We cannot assure you that we will participate in or prevail at the auction for
National's assets. If we were to acquire National's assets, we may use the
proceeds from this offering to pay a portion of the purchase price.

OTHER INITIATIVES

Work continues on several potential transactions to dispose of non-strategic
assets. These include the sale of the raw materials and transportation
businesses to an entity to be formed by affiliates of Apollo Management L.P.,
which U. S. Steel estimates would result in a pretax loss of up to $300 million;
the sale of most of the assets of U. S. Steel Mining; and the contribution of
certain timber properties to one or more employee benefit plans. In addition, we
continue to explore possibilities for participating in the restructuring of
Sartid. We are also exploring opportunities in Poland.

OUTLOOK

Shipments for the Flat-rolled segment in the 2003 first quarter are expected to
improve somewhat from fourth quarter levels. The first quarter average realized
price is also expected to improve slightly from the previous quarter. First
quarter costs, however, will continue to be negatively affected by higher prices
for natural gas. For full-year 2003, Flat-rolled shipments are expected to
approximate 10.1 million net tons, as compared to 9.9 million net tons in 2002.

For the Tubular segment, first quarter 2003 shipments are projected to be up
substantially from the 2002 fourth quarter, and the average realized price is
expected to be lower than in the fourth quarter. Shipments for full-year 2003
are expected to be approximately 1.1 million net tons, as compared to 0.8
million net tons in 2002, as higher energy prices should spur a recovery in
North American drilling activity in the second half of 2003.

USSK's first quarter 2003 shipments are expected to increase slightly from the
2002 fourth quarter, and shipments for the full year are projected to be
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approximately 4.1 million net tons, as compared to 3.9 million net tons in 2002.
USSK's average realized price in the first quarter should improve slightly from
the fourth quarter due primarily to a January 1, 2003 price increase for all
products. On January 31, 2003, a work stoppage suspended all rail movements in
Slovakia. Since USSK is dependent upon rail shipments for delivery of its raw
materials and shipment of most of its finished products, a prolonged disruption
of rail services would adversely impact USSK's shipments, revenue and operating
income. Although as of February 3, 2003, USSK was once again receiving rail
service, we cannot predict the ultimate outcome of this work stoppage.

In the fourth quarter 2002, as previously reported, U. S. Steel recorded a
pretax pension settlement loss of $90 million for the nonunion qualified plan
and, under the accounting rules related to additional minimum pension
liabilities, a charge to equity of $748 million for the union plan. In addition,
based on preliminary actuarial information for 2003, U. S. Steel expects
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annual net periodic pension costs to be $65 million and annual retiree medical
and life insurance costs to be $210 million. In 2002, U. S. Steel recorded a
credit of $103 million for pensions (excluding settlement charges of $100
million) and a $138 million expense for retiree medical and life insurance
(excluding multiemployer and other plans). Pension costs are expected to
increase from 2002 primarily because of lower plan assets, average asset return
assumptions that have been reduced from 8.8% to 8.2%, and a discount rate that
has been reduced from 7.0% to 6.25%. The anticipated increase in retiree medical
and life insurance costs primarily reflects unfavorable health care claims cost
experience in 2002 for union retirees, the use of the lower discount rate and
higher assumed medical cost inflation. For 2003, a 10% annual rate of increase
in the per capita cost of covered health care benefits has been assumed; this
rate is assumed to decrease gradually to 4.75% for 2010 and remain at that level
thereafter. As a result of the above factors and payments made in 2002 from
benefit plans, our underfunded benefit obligations for retiree medical and life
insurance increased from $1.8 billion at year-end 2001 to $2.6 billion at
year—-end 2002. Also, the funded status of the pension benefit obligation
declined from an overfunded position of $1.2 billion at year-end 2001 to an
underfunded position of $0.4 billion at year-end 2002.
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THE MEDS OFFERING

The following summary is not intended to be complete. For a more detailed
description of the MEDS, see "Description of the MEDS." Unless stated otherwise,
the information in this prospectus supplement assumes no exercise of the
underwriters' over-allotment option.

ISSUET e v e et et e e eeaeeeeeeeenns United States Steel Corporation.

Securities Offered............ 5 million MEDS.

Liquidation Preference........ $50 per MEDS, plus accrued and unpaid
dividends.

Dividend Payment Dates........ The 15th calendar day (or the following

business day if the 15th is not a business day)
of each March, June, September and December,
beginning on June 15, 2003.

Dividend Rate................. $3.50 for each MEDS per year.

Mandatory Conversion Date..... June 15, 2006, or such later date as to which



Edgar Filing: UNITED STATES STEEL CORP - Form 424B2

Mandatory Conversion..........

Conversion Rate...............

Optional Conversion...........

Early Conversion Upon Cash

Merger

such date may be deferred as discussed under
"Description of the MEDS--Conversion--Mandatory
conversion," which we call the conversion date.
On the conversion date, each of our MEDS will
automatically convert into shares of our common
stock, based on the conversion rate as of

June 15, 2006.

The conversion rate for each of our MEDS will
be not more than 3.8314 shares of our common
stock and not less than 3.1928 shares of our
common stock, depending on the average market
price for shares of our common stock as of June
15, 2006, as described below.

The average market price is the average of the
closing price per share of our common stock on
each of the 20 consecutive trading days ending
on the third trading day immediately preceding
June 15, 2006. The average market price will be
calculated as described under "Description of
the MEDS--Conversion--Mandatory conversion."

If the average market price of our common stock
as of June 15, 2006 is greater than or equal to
$15.66, the conversion rate will be 3.1928
shares of our common stock per MEDS. If the
average market price of our common stock as of
June 15, 2006 is less than $15.66 but greater
than $13.05, the conversion rate will be equal
to $50 divided by the average market price of
our common stock as of June 15, 2006. If the
average market price of our common stock as of
June 15, 2006 is less than or equal to $13.05,
the conversion rate will be 3.8314 shares of
our common stock per MEDS.

The conversion rate is subject to adjustments
as described under "Description of the
MEDS--Conversion—-—-Anti-dilution adjustments."

At any time prior to the mandatory conversion
of the MEDS, you may elect to convert each of
your MEDS into 3.1928 shares of our common
stock. This conversion rate is subject to
adjustments as described under "Description of
the MEDS--Conversion--Anti-dilution
adjustments."

Prior to the conversion date, if we are
involved in a merger, acquisition or
consolidation in which at least 30% of the
consideration for shares of our common stock
consists of cash or cash equivalents, which we
refer to as the "cash merger," then on or after
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the date of the cash merger, you will have the
right to convert your MEDS into shares of our

common stock at the conversion rate in effect

immediately before the cash merger.

Anti-dilution Adjustments..... The formula for determining the conversion rate
and the number of shares of our common stock to
be delivered upon a conversion may be adjusted
if certain events occur. See "Description of
the MEDS--Conversion--Anti-dilution
adjustments."

Voting Rights................. The holders of our MEDS are not entitled to any
voting rights, except as required by applicable
state law and as described under "Description
of the MEDS--Voting rights."

New York Stock Exchange

1S % (11 o T T We have applied to list the MEDS on the New
York Stock Exchange under the symbol "X PrB."
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RISK FACTORS

In addition to the risk factors disclosed in the accompanying prospectus, other
information contained or incorporated by reference in this prospectus supplement
and the accompanying prospectus, the following factors should be carefully
considered prior to deciding whether to purchase the MEDS.

RISKS RELATED TO THE MEDS

PURCHASERS OF OUR MEDS WILL BEAR THE RISK OF A DECLINE IN THE MARKET PRICE OF
SHARES OF OUR COMMON STOCK BELOW THE INITIAL PRICE.

The number of shares of our common stock issuable upon conversion of the MEDS is
fixed within a range. The maximum number of shares that may be issued, subject
to certain anti-dilution adjustments, is 3.8314 shares of our common stock per
MEDS. If the market price of our common stock on the conversion date is less
than $13.05 per share, holders of our MEDS will receive shares of common stock
with an aggregate market value that is less than the amount paid by the holders
for the MEDS. Any such decline in the market price of shares of our common stock
may be substantial.

PURCHASERS OF OUR MEDS MAY NOT REALIZE THE BENEFIT OF AN INCREASE IN THE MARKET
PRICE OF SHARES OF OUR COMMON STOCK.

The market value of our common stock that you will receive upon mandatory
conversion of our MEDS on the conversion date will exceed the stated amount of
$50 per MEDS only if the average market price as of June 15, 2006 of our common
stock equals or exceeds the threshold appreciation price of $15.66. The
threshold appreciation price represents an appreciation of 20% over the initial
price. This means that the opportunity for equity appreciation provided by an
investment in our MEDS is less than that provided by a direct investment in
shares of our common stock. If the average market price of our common stock as
of June 15, 2006 exceeds the initial price but is less than the threshold
appreciation price, a holder of our MEDS will realize no equity appreciation on
our common stock. Furthermore, if the average market price of our common stock
as of June 15, 2006 exceeds the threshold appreciation price, the value of the
common stock received upon conversion will be approximately 83% of the value of
the common stock that could be purchased with $50 at the time of this offering.
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COVENANT RESTRICTIONS MAY LIMIT OUR ABILITY TO PAY DIVIDENDS ON THE MEDS AND OUR
COMMON STOCK AND MAY POSTPONE OUR ABILITY TO CONVERT THE MEDS INTO SHARES OF OUR
COMMON STOCK.

Under the terms of our 10 3/4% senior notes due 2008, we may not be able to pay
dividends on capital stock, including but not limited to the MEDS and our common
stock, unless we can meet certain restricted payment tests, including a 2-to-1
consolidated coverage ratio based on EBITDA and consolidated cash interest
expense, as defined in the indenture, for a period covering the then most recent
four quarters. Although we met this consolidated coverage ratio test as of
December 31, 2002, we did not meet it as of September 30, 2002. Notwithstanding
these covenant restrictions, we are permitted to make, as of December 31, 2002,
up to $28 million of restricted payments, including, but not limited to,
payments of dividends on the MEDS and our common stock. In addition, we have the
ability to make, as of December 31, 2002, up to $12 million in dividend payments
on our common stock through December 31, 2003. If in future periods we are not
in compliance with the restricted payments tests and we
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have paid dividends up to the amount otherwise permitted under the senior notes,
we would be unable to pay dividends on the MEDS and our common stock. We may
also be unable to pay dividends due to inadequate cash flow and borrowing
capacity.

If we are unable to pay all accumulated and unpaid dividends on June 15, 2006
due to restrictions under our senior notes, the conversion date of the MEDS will
be deferred until we are able to pay such dividends in full. The MEDS will
continue to accumulate dividends until they are converted.

NO MARKET FOR OUR MEDS CURRENTLY EXISTS. AN ACTIVE TRADING MARKET FOR OUR MEDS
MAY NOT DEVELOP.

The MEDS are a new issue of securities for which no market currently exists. If
our MEDS are traded after their initial issuance, they may trade at a discount
from the public offering price depending on prevailing interest rates, the
market for similar securities, the trading price of our common stock and other
factors. A holder of MEDS may not be able to sell them in the future, and any
sale of MEDS may be at a price equal to or less than the public offering price
of the MEDS. An active market may not develop or be maintained for the MEDS. The
underwriters currently intend to make a market in the MEDS, subject to
applicable law and regulations. However, the underwriters are not obligated to
do so and may discontinue any market making at any time without notice.

THE TRADING PRICE FOR OUR COMMON STOCK WILL DIRECTLY AFFECT THE TRADING PRICE
FOR OUR MEDS.

To the extent there is a secondary market for our MEDS, the trading price of our
common stock will directly affect the trading price of our MEDS. It is
impossible to predict whether the price of our common stock will rise or fall.
Our credit quality, operating results, economic and financial prospects, whether
or not and to what extent we participate in the consolidation of the domestic
steel industry and other factors will affect the trading price of our common
stock. Market conditions can also affect the capital markets generally, and the
price of our common stock. These conditions may include the level of, and
fluctuations in, the trading prices of stocks generally and sales of substantial
amounts of our common stock in the market after the offerings or the perception
that those sales are likely to occur.

YOU MAY SUFFER DILUTION OF THE SHARES OF OUR COMMON STOCK ISSUABLE UPON
CONVERSION OF OUR MEDS.
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The number of shares of our common stock issuable upon conversion of our MEDS is
subject to adjustment only for share splits and combinations, share dividends
and specified other transactions. The number of shares of our common stock
issuable upon conversion is not subject to adjustment for other events, such as
employee stock option grants, offerings of our common stock for cash, or in
connection with acquisitions, or other transactions which may reduce the price
of our common stock. The terms of our MEDS do not restrict our ability to offer
common stock in the future or to engage in other transactions that could dilute
our common stock. We have no obligation to consider the interests of the holders
of our MEDS in engaging in any such offering or transaction.

S-11

PURCHASERS OF OUR MEDS MAY SUFFER DILUTION OF OUR MEDS UPON THE ISSUANCE OF A
NEW SERIES OF PREFERRED STOCK RANKING EQUALLY WITH THE MEDS SOLD IN THIS
OFFERING.

The terms of our MEDS do not restrict our ability to offer a new series of
preferred stock that ranks equally with our MEDS in the future or to engage in
other transactions that could dilute our MEDS. We have no obligation to consider
the interests of the holders of our MEDS in engaging in any such offering or
transaction.

IF YOU PURCHASE OUR MEDS, YOU WILL HAVE NO RIGHTS AS A COMMON STOCKHOLDER UNTIL
THE MEDS ARE CONVERTED INTO SHARES OF OUR COMMON STOCK.

Until you acquire shares of our common stock upon conversion, you will have no
rights with respect to our common stock, including voting rights (except as
required by applicable state laws and as described under "Description of the
MEDS--Voting rights"), rights to respond to tender offers and rights to receive
any dividends or other distributions on our common stock. Upon conversion, you
will be entitled to exercise the rights of a holder of common stock only as to
actions for which the record date occurs after the conversion date.

RECENT PROPOSALS MAY AFFECT TAXATION OF DIVIDENDS FOR US AND FOR HOLDERS OF OUR
MEDS.

President Bush in early 2003 proposed eliminating U.S. income taxes on dividends
consisting of distributions of previously taxed corporate earnings, effective
for distributions made on or after January 1, 2003 with respect to corporate
earnings after 2000. Under the proposal, all or a portion of dividends paid by a
corporation to its shareholders during a calendar year would be tax—-free if
those dividends are paid from previously taxed corporate income. The current
proposal would also partially eliminate the dividends received deduction in
respect of dividends paid by us. Based on the information available, it is not
clear how the proposal, if enacted, would affect any dividends paid in 2003 with
respect to our MEDS and common stock because U. S. Steel did not file a federal
income tax return in 2002 (U. S. Steel was included in the Marathon consolidated
federal income tax return for 2001 that was filed in 2002). Investors should be
aware, however, that prospects for the enactment of this legislation are
uncertain, and we cannot predict whether these rules will be enacted or what
changes may be made to them prior to enactment.

RISKS RELATED TO PROPOSED INDUSTRY CONSOLIDATION

On December 4, 2001, we announced our support for significant consolidation in
the domestic integrated steel industry and we continue to be interested in
participating in consolidation of the domestic steel industry. We have had and
continue to have discussions with several parties regarding consolidation
opportunities. We may or may not participate in the auction for National's
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assets and if we do participate, we may not be the successful bidder. The market
price of our common stock and our MEDS may decline as a result of these factors.

IF WE ACQUIRE NATIONAL'S ASSETS OUR BUSINESS AND THE MARKET PRICE OF OUR COMMON
STOCK AND OUR MEDS COULD BE ADVERSELY AFFECTED.

If we acquire National's assets:

-— we would incur significant additional indebtedness to pay the purchase
price for National's assets or we may utilize availability under our receivables
sales program and revolving credit facility, which could reduce our liquidity;
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—— the market price of our common stock and the MEDS may decline if we are
unable to integrate National into our operations or to achieve the expected
benefits of the transaction;

-— we may be subject to unknown environmental or other risks inherent in the
National transaction;

—-— the process of integrating the operations of National could cause an
interruption of, or loss of momentum in, the activities of our or National's
business or the loss of key personnel; and

-— we would incur charges to reflect costs of integration.

IF WE DO NOT PARTICIPATE IN THE CONSOLIDATION IN THE DOMESTIC INTEGRATED STEEL
INDUSTRY, OUR BUSINESS AND THE MARKET PRICE OF OUR COMMON STOCK AND THE MEDS
COULD BE ADVERSELY AFFECTED.

During 2002 there were a number of acquisitions in the domestic steel industry.
We expect this consolidation to continue in 2003. In addition to the prospective
purchase of National's assets out of bankruptcy by us or a third party, the
assets of Bethlehem Steel may be purchased out of bankruptcy pursuant to an
offer that has been made by International Steel Group. If another party were to
purchase National's assets or International Steel Group were to purchase
Bethlehem Steel's assets, we would no longer be the largest integrated steel
producer in North America. In addition, if we do not participate in the
consolidation of the domestic integrated steel industry our cost basis may be
higher than that of our competitors and we will not have the benefits of the
operating synergies that may result from consolidation. These factors could
adversely affect our business and the market price of our common stock and the
MEDS could be adversely affected.

IF WE PARTICIPATE IN CONSOLIDATION IN THE DOMESTIC INTEGRATED STEEL INDUSTRY,
OUR BUSINESS AND THE MARKET PRICE OF OUR COMMON STOCK AND THE MEDS COULD BE
ADVERSELY AFFECTED.

In order to complete possible future acquisitions, we may issue equity, which
would dilute the ownership of our current equity holders, including holders of
the MEDS, or incur additional indebtedness. In addition, we may utilize
availability under our receivables sales program or inventory credit facility or
otherwise use our liquidity. The incurrence of additional debt or the
utilization of our existing liquidity could increase our interest expense and
otherwise adversely affect our financial condition, operating results and cash
flow. These factors could adversely affect our business and the market price of
our common stock and the MEDS.

IF WE WERE TO FINANCE AN ACQUISITION BY INCURRING ADDITIONAL DEBT, RATING
AGENCIES MAY DOWNGRADE OUR CREDIT RATINGS, WHICH WOULD INCREASE OUR COST OF
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BORROWING AND MAY MAKE IT MORE DIFFICULT FOR US TO RAISE CAPITAL.

The interest rate on borrowings under our inventory credit facility and the
amount of receivables eligible under our receivables sales program are
determined, in part, by our credit ratings. On January 9, 2003, following our
announcement that we had entered into an asset purchase agreement with National,
rating agencies placed our credit ratings under review. National has since
announced that it has entered into an asset purchase agreement with another
party and we expect that there will be an auction for National's assets
subsequent to March 17, 2003. If we were to acquire National's assets or
complete any other acquisition and

our credit ratings were downgraded, or if our credit ratings were downgraded for
any other reason:

—— the cost of borrowings under our inventory credit facility would increase;
—-— the fees payable under our receivables sales program would increase; and

—-— the amount of receivables eligible for sale under our receivables sales
program could be reduced.

In addition, a downgrade in our credit ratings could make capital raising more
difficult and increase the cost of future borrowings.

ACQUIRED COMPANIES AND ASSETS MAY INCREASE OUR INDEBTEDNESS AND OTHER
OBLIGATIONS AND REQUIRE SIGNIFICANT EXPENDITURES.

Possible future acquisitions could result in the incurrence of additional debt
and related interest expense, underfunded pension and other post-retirement
obligations, contingent liabilities and amortization expenses related to
intangible assets, all of which could have a material adverse effect on our
financial condition, credit ratings, operating results and cash flow.

Many of the available domestic acquisition targets have incurred operating
losses in recent years and may require significant capital and operating
expenditures to return them to profitability. Financially distressed steel
companies typically do not maintain their assets adequately. Such assets may
need significant repairs and improvements. We may also have to buy sizable
amounts of raw materials, spare parts and other materials for these facilities
before they can resume profitable operation. Many potential acquisition
candidates are financially distressed steel companies that may not have
maintained appropriate environmental programs. These problems may require
significant expenditures.

RISKS RELATED TO OUR BUSINESS
OVERCAPACITY IN THE STEEL INDUSTRY MAY NEGATIVELY AFFECT OUR PRODUCTION LEVELS.

There is an excess of global steelmaking capacity over global consumption of
steel products. Recently, a number of domestic steel facilities that had been
closed have become operational again, contributing to the overcapacity. This has
caused shipments and prices for our domestic operations to vary from year to
year and quarter to quarter, affecting our results of operations and cash flows.
From 1997 through 2002, our domestic steel shipments have varied from a high of
11.6 million net tons in 1997 to a low of 9.8 million net tons in 2001.
Production levels as a percentage of capacity have ranged from a high of 96.5%
in 1997 to a low of 78.9% in 2001. Many factors influence these results,
including demand in the domestic market, international currency conversion rates
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and domestic and international government actions.

OUR BUSINESS IS CYCLICAL. FUTURE ECONOMIC DOWNTURNS, A STAGNANT ECONOMY OR
CURRENCY FLUCTUATIONS MAY ADVERSELY AFFECT OUR BUSINESS, RESULTS OF OPERATIONS
AND FINANCIAL CONDITION.

Demand for most of our products is cyclical in nature and sensitive to general
economic conditions. Our business supports cyclical industries such as the
automotive, appliance, construction and energy industries. As a result, future
downturns in the U.S. or European economy or in any of these industries, which
may result from war with Iraq or other factors,
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could adversely affect our results of operations and cash flows. Because we and
other integrated steel producers generally have high fixed costs, reduced
volumes result in operating inefficiencies, such as those experienced in 2001.
From 1997 through 2002, our net income has varied from a high of $452 million in
1997 to a loss of $218 million in 2001 as our domestic steel shipments have
varied from a high of 11.6 million net tons in 1997 to a low of 9.8 million net
tons in 2001. Future economic downturns, a stagnant economy or currency
fluctuations, such as an increase in the strength of the dollar, which would
lead to a decrease in the cost of imported products, may adversely affect our
business, results of operations and financial condition.

WE HAVE A SUBSTANTIAL AMOUNT OF INDEBTEDNESS AND OTHER OBLIGATIONS, WHICH COULD
LIMIT OUR OPERATING FLEXIBILITY AND OTHERWISE ADVERSELY AFFECT OUR FINANCIAL
CONDITION.

As of September 30, 2002, we were liable for indebtedness of approximately $1.4
billion. This does not include obligations of Marathon for which we are
contingently liable and that are not recorded on our balance sheet. As of
September 30, 2002, such obligations of Marathon were $166 million. This
substantial amount of indebtedness and related covenants could limit our
operating flexibility and otherwise adversely affect our financial condition.
Our high degree of leverage could have important consequences to you, including
the following:

—-— our ability to satisfy our obligations with respect to any other