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United States Steel Corporation  John P. Surma
600 Grant Street  Chairman of the
Pittsburgh, PA 15219-2800  Board of Directors

 and Chief Executive Officer

 
March 11, 2011

Dear Fellow U. S. Steel Stockholder,

We will hold the annual meeting of stockholders of United States Steel Corporation on the 33rd floor of the U. S. Steel Tower, 600 Grant Street, Pittsburgh, Pennsylvania
15219, on Tuesday, April 26, 2011, at 10:00 a.m. Eastern Time.

At this meeting, the agenda will include:
 

 •  Election of the four nominees for Class I directors and the one nominee for Class III director recommended by the Board of Directors and identified in the
Corporation’s proxy statement.

 

 •  Ratification of the appointment of PricewaterhouseCoopers LLP as the Corporation’s independent registered public accounting firm for 2011.
 

 •  Advisory vote on executive compensation.
 

 •  Advisory vote on the frequency of the shareholder vote on executive compensation.

Your stockholder vote is important and we strongly urge you to cast your vote, whether or not you plan to attend the meeting. You can vote either by telephone, over the
Internet or by marking, signing and returning your proxy or voting instruction card.

Sincerely,
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Audit Committee Pursuant to its Charter, the Audit Committee’s duties and responsibilities include:
 

 
�  reviewing and discussing with management and the independent registered public accounting firm matters related to the

annual audited financial statements, quarterly financial statements, earnings press releases and the accounting principles and
policies applied;

 

 �  reviewing and discussing with management and the independent registered public accounting firm matters related to the
Corporation’s internal control over financial reporting;

 

 �  reviewing the responsibilities, budget, staffing and performance of the Corporation’s internal audit function;
 

 �  reviewing issues that arise with respect to the Corporation’s compliance with legal or regulatory requirements and corporate
policies dealing with business conduct;

 

 

�  being directly responsible for the appointment (subject to shareholder ratification), compensation, retention, and oversight of
the work of the Corporation’s independent registered public accounting firm (including resolution of disagreements between
management and such firm regarding financial reporting), while possessing the sole authority to approve all audit engagement
fees and terms as well as all non-audit engagements with such firm; and

 

 �  discussing policies with respect to risk assessment and risk management.
 

 The charter requires the Committee to perform an annual self-evaluation and to review its charter during its first meeting of each
calendar year.

 

 The charter requires that the Committee be comprised of at least three directors, each of whom is independent and financially
literate, and at least one of whom must have accounting or related financial management expertise. The charter also requires that
no director who serves on the audit committees of more than two other public companies may serve on the Committee unless the
Board determines that such simultaneous service will not impair the ability of such director to effectively serve on the Committee.
The Committee has a number of members who meet the SEC’s definition of audit committee financial expert. The Board has
named Charles R. Lee, the Committee’s chairman, as the audit committee financial expert within the SEC’s definition. Mr. Lee is
independent as that term is defined by the New York Stock Exchange and the SEC.

 
 
Compensation & Organization Committee Pursuant to its Charter, the Compensation & Organization Committee’s duties and responsibilities include:
 

 �  determining and approving the CEO’s compensation level based on the evaluation of the CEO’s performance;
 

 �  approving the salaries of the other executives of the Corporation;
 

 �  with the Board, annually reviewing the Corporation’s executive management succession plans and the policies regarding
succession in the event of an emergency or the retirement of the CEO;

 

 �  administering the plans and programs under which short-term and long-term incentives are awarded to executives and
approving such awards;

 

 �  assessing whether the Corporation’s compensation and organization policies and practices for executives and non-executives
are reasonably likely to create a risk that could have a material adverse effect on the Corporation,

 

 �  reviewing with management and recommending to the Board the Compensation Discussion & Analysis and producing the
Committee report for inclusion in the proxy statement;

 

 �  adopting and amending employee benefit plans and designating participants therein; and
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 The Corporation has an agreement with the United Steelworkers (the “USW”) that permits the USW to suggest two individuals for
consideration for Board membership. The agreement recognizes that every director has a fiduciary duty to the Corporation and all
of its stockholders, and that each individual recommended by the USW must meet the criteria described above.

 

 The Committee’s charter gives the Committee the sole authority to retain and terminate any search firm to be used to identify
director candidates, including sole authority to approve the search firm’s fees and other retention terms.

 

 The charter requires the Committee to perform an annual self-evaluation and to review its charter during its first meeting of each
calendar year.

 

 The charter also requires that all Committee members be independent directors.
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 Board’s Role in Risk Oversight

 
 Pursuant to its charter, the Audit Committee of the Board of Directors is responsible for reviewing and discussing the

Corporation’s policies with respect to risk assessment and risk management, including:
 

 �  the guidelines and policies that govern the process by which the assessment and management of the Corporation’s exposure
to risk are handled by senior management, and

 

 �  the Corporation’s major risk exposures and the steps management has taken to monitor and control such exposures.
 

 Although the Audit Committee has primary responsibility for overseeing risk management, each of our other Board committees
also considers the risks within their specific areas of responsibility. For example, the Compensation & Organization Committee is
responsible for assessing whether the Corporation’s compensation and organization policies and practices for executives and non-
executives are reasonably likely to create a risk that could have a material adverse effect on the Corporation. The Corporate
Governance & Public Policy Committee considers the risks associated with legislative, regulatory and public policy issues
affecting the Corporation’s businesses and operations. Each committee periodically reports to the full Board of Directors on their
respective activities, including, when appropriate, those activities related to risk assessment and risk management oversight.

 

 The Board as a whole also considers risk assessment and management. For example, the Board annually reviews the
Corporation’s strategic plan which includes a review of safety, environmental, operating and competitive matters; political and
regulatory issues; employee and labor issues; and financial results and projections.

 

 The Company believes that its leadership structure, as described above, supports the Board’s role in risk oversight.
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 Communications from Security Holders and Interested Parties

Security holders and interested parties may send communications through the Secretary of the Corporation to (1) the Board,
(2) the Committee chairmen, (3) the presiding director, or (4) the outside directors as a group. The Secretary will collect, organize
and forward to the directors all communications that, in his or her judgment, are appropriate for consideration by the directors.
Examples of communications that would not be considered appropriate for consideration by the directors include solicitations for
products or services, employment matters, and matters not relevant to the shareholders, to the functioning of the Board, or to the
affairs of the Corporation.

Policy With Respect To Related Person Transactions
The Board of Directors of the Corporation has adopted a written policy that requires certain transactions with related persons to be
approved or ratified by its Corporate Governance & Public Policy Committee. For purpose�ted aon b
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 Nominees for Class I Directors
Terms Expire 2014

 
 Richard A. Gephardt  Director since 2005  Age 70
 President and Chief Executive Officer, Gephardt Group (consulting)

 

 

Congressman Gephardt received a Bachelor of Science degree from Northwestern University and a Juris Doctor degree from the
University of Michigan Law School. After serving as a Democratic committeeman and alderman in his native St. Louis, he was
elected to the United States House of Representatives in 1976, representing Missouri’s Third District. He was re-elected 13 times.
While in the House, Congressman Gephardt served on the Budget Committee and on the Ways and Means Committee. He was
elected Chairman of the House Democratic Caucus in 1984; and he served as majority leader from 1989 to 1994. In 1994 he was
elected House Democratic Leader, the top Democratic leadership position in the House. He served as minority leader from 1995 to
2003. After deciding not to seek re-election, Congressman Gephardt retired from the House on January 3, 2005. Congressman
Gephardt has served as President and Chief Executive Officer of Gephardt Group, a multi-disciplined consulting firm, since 2005.
He is a director of Spirit Aerosystems Holdings, Inc., Centene Corporation, CenturyLink, Inc. and Ford Motor Company. He
previously served as a director of Embarq Corporation and Dana Holding Corporation.
 

Congressman Gephardt has valuable experience in public policy and governmental affairs as a result of his service in the United
States House of Representatives. He was recommended as a candidate for election to the Board of Directors pursuant to an
agreement with the United Steelworkers that permits it to suggest two individuals for consideration for Board membership.

 
 Glenda G. McNeal  Director since 2007  Age 50

 

Executive Vice President and General Manager—Global Client Group, Merchant Services Americas
American Express Company (global payments, network, credit card and travel services)
 

 

Ms. McNeal received a Bachelor of Arts degree in Accounting from Dillard University and an MBA in Finance from the Wharton
School of the University of Pennsylvania. Ms. McNeal began her career with Arthur Andersen, LLP in 1982, and was employed by
Salomon Brothers, Inc. from 1987 to 1989. In 1989, Ms. McNeal joined American Express Company and since that time has served in
a series of increasingly responsible positions for that company. She assumed her current position in 2009. Ms. McNeal also serves as a
member of the Pepsico Multicult�asralumed her cnyvT W� � ace r cnyvT 
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Continuing Class III Directors
Terms Expire 2013

 
 Dan O. Dinges  Director since 2010  Age 57

 
Chairman, President and Chief Executive Officer, Cabot Oil & Gas Corporation
(exploration and development of oil and gas properties)

 

 

Mr. Dinges graduated from the University of Texas with a BBA degree in Petroleum Land Management. Mr. Dinges began his career
with Mobil Oil Corporation in 1978. From 1981 to 2001, Mr. Dinges worked in a variety of management positions with Samedan Oil
Corporation, a subsidiary of Noble Affiliates, Inc. (now Noble Energy Inc.). In September 2001, Mr. Dinges joined Cabot Oil & Gas
Corporation as its President and Chief Operating Officer, and assumed his current position in May 2002. Mr. Dinges serves on the
Board of Directors of Spitzer Industries, Inc., the American Natural Gas Alliance, the American Exploration & Production Council
and the Foundation for Energy Education. Mr. Dinges previously served on the Board of Directors of Lone Star Technologies, Inc.
 

Mr. Dinges has valuable experience in managing the issues that face a publicly held company as a result of his service as Chairman
and Chief Executive Officer of Cabot Oil & Gas Corporation. Mr. Dinges also possesses knowledge of and insight into the steel
industry through his prior service as a director of Lone Star Technologies, Inc. In addition, he provides the Board with knowledge
and insight regarding the energy industry, an important supplier to, and customer of, the Corporation.

 
 John G. Drosdick  Director since 2003  Age 67

 
Retired Chairman, Chief Executive Officer and President, Sunoco, Inc.
(petroleum and petrochemical products)

 

 

Mr. Drosdick graduated from Villanova University with a BS degree in chemical engineering and receih    �瀀(  witc
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 Charles R. Lee  Director since 2001  Age 71
 Retired Chairman, Verizon Communications (telecommunications)

 

 

Mr. Lee received a Bachelor’s degree in metallurgical engineering from Cornell University and an MBA with distinction from the
Harvard Graduate School of Business. He served in various financial and management positions before becoming Senior Vice
President-Finance for Penn Central Corporation and then Columbia Pictures Industries Inc. In 1983, he joined GTE Corporation
(which merged with Bell Atlantic Corporation to form Verizon Communications in 2000) as Senior Vice President of Finance and
in 1986 was named Senior Vice President of Finance and Planning. He was elected President, Chief Operating Officer and director
in December 1988 and was elected Chairman of the Board and Chief Executive Officer of GTE in May 1992. Mr. Lee served as
Chairman and Co-Chief Executive Officer of Verizon from June 2000 to March 2002 and as Non-Executive Chairman until
December 31, 2003. Mr. Lee is a director of Marathon Oil Corporation, United Technologies Corporation and DirecTV Group. He
previously served on the Board of Directors of The Procter & Gamble Company. Mr. Lee is also a member of the Board of
Overseers of the Weill Medical College of Cornell University and Trustee Emeritus of Cornell University.
 

As a result of his service as Chairman and Chief Executive Officer of Verizon Communications, Mr. Lee has valuable experience in
managing the issues that face a publicly held company with significant international operations. In addition, he has extensive
financial and accounting expertise, as reflected in his designation as a financial expert on our Audit Committee.
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We are asking our stockholders to indicate their support for the compensation of our named executive officers by voting “FOR”
the following resolution:

RESOLVED, that the stockholders of United States Steel Corporation (the “Corporation”) approve, on an
advisory basis, the compensation of the named executive officers as disclosed pursuant to Item 402 of Regulation
S-K in the Corporation’s proxy statement for the 2011 Annual Meeting of Stockholders, including the
Compensation Discussion and Analysis, compensation tables and narrative discussion.

Although this is an advisory vote which will not be binding on the Compensation & Organization Committee or the Board, we
will carefully review the results of the vote. The Compensation & Organization Committee considers our stockholders’ interests
and takes them into account when making executive compensati ti ensat�
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 Audit Committee Report
Our committee has reviewed and discussed U. S. Steel’s audited financial statements for the year ended December 31, 2010 with
U. S. Steel’s management. We have discussed with the independent registered public accounting firm,
PricewaterhouseCoopers LLP (PwC), the matters required to be discussed by Statements on Auditing Standards No. 61, as
amended (AICPA, Professional Standards, Vol. 1. AU section 380), as adopted by the Public Company Accounting Oversight
Board in Rule 3200T. We also discussed with U. S. Steel’s management management’s assessment of the effectiveness of U. S.
Steel’s internal control over financial reporting as of December 31, 2010 and PwC’s opinion on the effectiveness of U. S. Steel’s
internal control over financial reporting as of December 31, 2010. We have received the written disclosures and the letter from
PwC required by applicable requirements of the Public Company Accounting Oversight Board regarding the independent
accountant’s communications with the audit committee concerning independence, and we have discussed with PwC its
independence. Based on the review and discussions referred to above, we recommended to the Board that the audited financial
statements for U. S. Steel be included in U. S. Steel’s Annual Report on Form 10-K for the year ended December 31, 2010 for
filing with the Securities and Exchange Commission.

 
Charles R. Lee, Chairman  Glenda G. McNeal
Dan O. Dinges  Graham B. Spanier
Richard A. Gephardt  

 Security Ownership of Certain Beneficial Owners
 
 The following table furnishes information concerning all persons known to U. S. Steel to beneficially own five percent or more of

the voting stock of U. S. Steel:
 

Class   Name and Address of Beneficial Owner   

Amount
and Nature
of Beneficial
Ownership   

Percent
of

Class  

U. S. Steel Common Stock

  

Capital Research Global Investors
333 South Hope Street
Los Angeles, California 90071    10,789,200    7.5  

U. S. Steel Common Stock

  

BlackRock, Inc.
40 East 52 Street
New York, New York 10022    9,106,349    6.3  

U. S. Steel Common Stock

  

T. Rowe Price Associates, Inc.
100 E. Pratt Street
Baltimore, Maryland 21202    8,162,661    5.6  

U. S. Steel Common Stock

  

The Vanguard Group, Inc.
100 Vanguard Blvd.
Malvern, Pennsylvania 19356    7,262,729    5.1  

 

 
(1) Based on Schedule 13G filed on February 11, 2011 which indicates that Capital Research Global Investors had sole voting

power over 10,789,200 shares, shared voting power over no shares, sole dispositive power over 10,789,200 shares and
shared dispositive power over no shares.

 
(2) Based on Schedule 13G filed on February 9, 2011 which indicates that BlackRock, Inc. had sole voting power over

9,106,349 shares, shared voting power over no shares, sole dispositive power over 9,106,349 shares and shared dispositive
power over no shares.

 
(3) Based on Schedule 13G filed on February 10, 2011 which indicates that T. Rowe Price Associates, Inc. had sole voting

power over 1,901,353 shares, shared voting power over no shares, sole dispositive power over 8,162,661 shares and shared
dispositive power over no shares.

 
(4) Based on Schedule 13G filed on February 9, 2011 which indicates that The Vanguard Group, Inc. had sole voting power

over 180,587 shares, shared voting power over no es, share
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 Security Ownership of Directors and Executive Officers

 
 

The Board has adopted stock ownership and retention requirements for executive management. These requirements are described
under the caption Stock Ownership and Retention Policy on page 50 of this proxy statement. Each executive officer is in
compliance with the applicable stock ownership and retention requirements.

 

 

Non-employee directors are required to hold equity interests in the Corporation in the form of stock-based deferred compensation.
This requirement is a part of our Corporate Governance Principles. Each non-employee director is required to defer at least
50 percent of his or her annual retainer as stock-based compensation under the Deferred Compensation Program for Non-
Employee Directors. Amounts deferred are credited to the director’s deferred stock account in the form of Common Stock Units.
No amounts are paid to the director from the deferred stock account until the director leaves the Board, at which time he or she
receives actual shares of common stock corresponding to the number of Common Stock Units in his or her account. The Board
and management believe that such deferral, by continually building each director’s equity interest in the Corporation, provides a
meaningful continued interest in the Corporation that is tied to the shareholders’ interest because the stock issued upon a director’s
departure from the Board reflects all changes in the market value of U. S. Steel common stock from the date of deferral. Each
director is in compliance with the requirement described in this paragraph.

 

 

The following table sets forth the number of shares of U. S. Steel common stock beneficially owned as of January 31, 2011 by
each director and director nominee, by each executive officer named in the Summary Compensation Table and by all directors and
executive officers as a group. No director or executive officer beneficially owned, as of the applicable date, any equity securities
of U. S. Steel other than those shown.
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(2) Includes shares which may be acquired upon exercise of outstanding options which are or will become exercisable within

60 days of January 31, 2011 in the following amounts: Mr. Babcoke 8,040; Mr. Garraux: 25,756; Mr. Goodish: 100,186;
Mrs. Haggerty: 112,192; Mr. Surma: 297,980; and all directors and executive officers as a group: 589,009.

 

 (3) Includes 70,000 shares which have been pledged by Mr. Goodish as security.
 

 (4) The total number of shares beneficially owned by each director and executive officer, and by all directors and executive
officers as a group, in each case constitutes less than one percent of the outstanding shares of common stock of U. S. Steel.

 
 

 Compensation & Organization Committee Report
The Compensation & Organization Committee of the Board of Directors of the Corporation has reviewed and discussed the
Compensation Discussion & Analysis required by Item 402(b) of Regulation S-K with management, and based on such review
and discussion, the Compensation & Organization Committee recommended to the Board that the Compensation Discussion &
Analysis be included in this proxy statement.

 
John G. Drosdick, Chairman  Seth E. Schofield
Dan O. Dinges  David S. Sutherland
Charles R. Lee  Patricia A. Tracey
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Performance and Pay Versus Peer Companies
The Committee’s consultant annually prepares a competitive assessment of the aggregate compensation awarded for the prior year
by position in relation to the performance of the Corporation (see “Setting Executive Compensation — Compensation Assessments
and Pay for Performance”). This assessment seeks to ascertain whether compensation provided to our named executive officers is
aligned with corporate performance. For purposes of the assessment below, “Compensation” is the aggregate value of the annual
salary, actual short-term incentive paid and grant date fair market value of the long-term incentives awarded for the relevant year.
The following table illustrates that U. S. Steel’s compensation ranking within the peer group has been aligned with its return on
capital employed (ROCE) performance ranking within the peer group. ROCE, the major performance measure in our executive
short-term incentive program, is a key measure of overall corporate performance and is linked to our strategy and business plans
(for a more detailed discussion of the ROCE performance measure, see “Elements of Executive Compensation – Short-Term
Incentive Compensation” and “Summary Compensation Table—Discussion of the Summary Compensation Table—Non-Equity
Incentive Plan Compensation”).

 

Year   

U. S. Steel
CEO Compensation

(Ranking within Peer Group) 

U. S. Steel
NEO Compensation (All 5)

(Ranking within Peer Group) 

U. S. Steel
Return on

Capital Employed
(Ranking

within Peer Group)
2009

(as reported in 2010)   Lowest quartile  Lowest quartile  Lowest quartile
2008

(as reported in 2009)   Third quartile  Highest quartile  Highest quartile

(Note: Lowest quartile = 1  to 25  percentile, Second quartile = 26  to 50  percentile, Third quartile = 51  to 75  percentile, Highest quartile = 76  to 100
percentile.)
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 12 percent (approximately the Corporation’s historical cost of capital), which greatly reduced the probability of paying
target bonus awards (see “Elements of Executive Compensation – Short-Term Incentive Awards”).

 

 

�  Balancing its decision to set the short-term incentive ROCE target at the approximate historical cost of capital for
2010, the short-term incentive threshold payout was extended from a 40 percent payout at a ROCE performance of
6 percent to a 20 percent payout at a ROCE performance of 2 percent. This lower performance threshold and its
associated lower payout rate offered executives an opportunity to earn a modest award if the Corporation achieved a
modest return on capital while keeping the target payout for performance at the 12 percent ROCE level (see above,
also see “Elements of Executive Compensation – Short-Term Incentive Awards”). The Committee chose the lower
ROCE threshold and payout rate because at that level shareholders would likely realize positive earnings per share, it
would signify a substantial performance improvement from 2009 actual ROCE performance, and the modest incentive
award that would result would be affordable to the Corporation.

 

 

�  Given the difficult business conditions in 2009, Mr. Surma expressed his desire to forego any long-term incentive
award for 2009. As long-term incentive awards comprised over 60 percent of Mr. Surma’s compensation for 2008 and
2007, the Committee’s acceptance of his request resulted in a significant reduction in Mr. Surma’s compensation in
2009.

 

 

�  Except for Mr. Surma, who received no long-term incentive award in 2009 (see above), the Committee decided to add
an incremental amount to the May 2009 long-term incentive awards for executives, whose salaries were reduced
effective July 1, 2009. The purpose of the incremental value in 2009 was to provide an opportunity for those impacted
by the salary reductions to recoup the value of the reductions through vehicles tied to the long-term success of the
Corporation.

 

 

�  In 2010, the Committee awarded a long-term incentive grant to Mr. Surma at a level equal to approximately the 75
percentile for CEOs of the peer group of companies. The grant was made at this level because the Committee wanted
to reward Mr. Surma for navigating the Corporation through an extremely challenging period in 2009 and 2010 and in
recognition of the fact that Mr. Surma had received no long-term incentive grant in 2009 (see “Elements of Executive
Compensation – Long-Term Incentive Awards and Stock Ownership”).

 

 

�  The long-term incentive awards to the other named executive officers in 2010 were approximately ten percent above
the 50  percentile of the peer group of companies reflecting the Committee’s view that the executive management
team had done an excellent job in responding to the market changes over the preceding 24 months with the idling of
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�  The Corporation has implemented rigorous stock ownership and retention requirements for executives. In addition to
the Corporation’s stock ownership requirements, and even following compliance with those requirements, executives
must continue to retain at least 25 percent of the after-tax value of long-term incentives in the form of shares until they
are eligible to retire and until they have obtained permission from the CEO to sell (see “Elements of Executive
Compensation – Long-Term Incentives and Stock Ownership — Stock Ownership and Retention Policy”).

 

 �  The Committee implemented the review of Tally Sheets for analyzing compensation, wealth accumulation and
potential amounts to be paid upon various termination scenarios.

 

 

�  A portion of executive long-term incentives were awarded in the form of restricted stock awards until the Committee
changed that portion to restricted stock units beginning in 2008. The main difference between these types of awards is
in the treatment of dividends; while the restricted stock awards pay dividends on all outstanding shares, the Committee
believes it is more appropriate to pay dividends only on the shares that ultimately vest. Accordingly, the dividends for
restricted stock units are accumulated on a notional basis and are paid only on the shares that vest and only at the time
the shares vest (see “Elements of Executive Compensation – Long-Term Incentives and Stock Ownership – Restricted
Stock Units”). The last of the restricted stock awards vested in 2010.

 

 

�  The Committee added a “double trigger” provision for long-term incentives granted after 2008. Beginning with
awards granted in 2009, a termination of the executive’s employment is a condition to accelerate the vesting of
unvested awards in the event of a qualified change in control. This provision removes the chance of a windfall for an
executive who is not terminated and not demoted following a change in control.

 

 

�  In 2010, the Corporation implemented a policy that provides for the recoupment of compensation from an executive
in the event the Corporation’s financial statements are restated and the executive is involved in fraud or misconduct,
including gross negligence, in connection with the reason for the restatement (see “Setting Executive Compensation —
Award Recoupment and Revisions”).

 

 
�  The Committee evaluates annually whether the Corporation’s compensation and organizational programs and

practices are reasonably likely to create a risk that could have a material adverse affect upon the Corporation (see “The
Board of Directors and its Committees – Compensation & Organization Committee”).
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 Executive Compensation Objectives and
Summary Analysis of Compensation Design

The overall objectives established by the Committee for U. S. Steel’s executive compensation programs are to attract, retain,
motivate and reward executives who will make significant contributions to the achievement of corporate goals and objectives. The
following compensation principles supplement and support our overall objectives and the compensation design discussed in the
following pages, and summarized below, work to support these principles:

 

Compensation Principles   
Summary Analysis of Committee Design Supporting
the Principles

The compensation programs should be fair and
competitive, taking into account each
executive’s individual role and unique
responsibilities.   

The Committee believes that targeting the 50 percentile of a peer group
of companies for all elements of compensation is fair and competitive. In
addition to objective corporate performance, the Committee uses
subjective individual performance as a factor in making its decisions.

The programs should link a significant portion of
the executive’s pay to the performance of the
organization.

  

Short-term incentives are paid based upon the Corporation’s annual
performance against financial, operating and citizenship measures and the
values of long-term incentives are tied to the performance of the
Corporation’s stock.

The programs should foster an ownership culture
to better align the executive’s interests with
those of our shareholders.

  

A significant portion of an executive’s compensation is delivered in stock.
Also, formal stock ownership requirements and retention expectations are
in place to ensure continued alignment of the executive’s interests with
those of our shareholders.

The programs should consider the historically
cyclical nature of our industry and provide some
stability to the overall compensation program.

  

The Committee grants two-thirds of the value of long-term incentives in
the form of awards (restricted stock units and performance awards) that
are capable of retaining value in a down market and, thereby, are capable
of providing meaningful retention benefits to the Corporation.

The compensation programs should in the
aggregate be cash- and tax-efficient for the
Corporation.

  

The greatest portion of the executive’s compensation is in the form of
long-term incentives, which are cash efficient and, except for the restricted
stock unit awards, tax efficient. Programs are administered to permit tax
deductions under Internal Revenue Code §162(m).

The executive compensation programs should be
consistent with and aligned with the metrics of
the non-executive management compensation
programs, which should be aligned with the key
performance drivers of the Corporation.   

The payouts under the executive and the non-executive short-term
incentive programs are largely determined by the Corporation’s Return on
Capital Employed during the performance period, a key performance
driver of the Corporation, and executive and non-executive long-term
incentives are tied to the performance of the Corporation’s stock.

 
 Setting Executive Compensation Consultant and Management Input
 

 

The Committee makes decisions regarding executive compensation with input from Pay Governance LLC, an independent
consultant engaged directly by the Committee (for a discussion of the Committee’s independent consultant, see “The Board of
Directors and its Committees — Compensation & Organization Committee”). Additionally, with regard to compensation for
executives other than the Chief Executive Officer (“CEO”), the Committee seeks and obtains input from the CEO. At its
meetings, the Committee regularly holds executive sessions, which exclude management and, subject to the Committee’s
discretion, may include its independent consultant.

 
38

th 



Table of Contents

Benchmarking
Determinations of levels for salary, short-term incentives and long-term incentives begin with a benchmarking process for each
executive position against a group of approximately thirty peer companies recommended by the independent consultant and
chosen by the Committee prior to, or near the beginning of, the award year (for a list of the 2010 peer companies, see the
discussion under “Grants of Plan-Based Awards—Discussion of the Grants of Plan-Based Awards Table—Estimated Future
Payouts Under Equity Incentive Plan Awards—Performance Awards”). Peer companies are chosen from publicly traded
industrial companies of similar size with the goal that the median level of the group’s annual revenues approximate our annual
revenues. Other measures such as market capitalization, profitability and the comparative volatility of the company’s stock price
are also considered.
U. S. Steel ranked at the 33 percentile in terms of annual revenues relative to its peer group of companies based upon the 2009
data available at the time of the Committee’s 2010 compensation decisions. The Committee has considered the relative size
difference between U. S. Steel and the peer companies when making compensation decisions in the past; however, the Committee
made no such adjustment in 2010 because, with the uncertainty in the market, the Committee believed the prior revenue data and
the revenue estimates did not form a reliable basis for making such adjustments.
While the peer group is relatively stable from year to year, changes do occur when there is a change in a peer company’s
circumstances or when a company that better matches U. S. Steel’s size and/or business is identified. The peer companies chosen
for benchmarking are also used for purposes of comparing total shareholder return in connection with the performance awards
granted each May (see “Elements of Executive Compensation—Long-Term Incentive Awards and Stock Ownership—Performance
Awards”).
The Committee’s independent consultant uses a combination of its survey data from the peer group of companies together with
the public disclosures from the peer group to determine the 50 percentile level of compensation for each executive position.
When the consultant is satisfied that it has a sufficient number of matches within the peer group of companies for a given position,
the peer group is used exclusively to determine the relevant compensation decision. When the consultant is not satisfied with the
quality of the peer group data for a given position, the consultant uses broader survey data (Towers Watson and Mercer HR
Consulting surveys) from hundreds of large general industry companies to augment the peer group data. Regression analysis is
used to appropriately size the data from these large company surveys based upon each position’s revenue responsibility.
The peer group of companies is used to benchmark the salary, short-term incentive, long-term incentive and other elements of
compensation and compensation related matters, including retirement benefits, perquisites, stock ownership and retention policies
and severance agreements. As a secondary source of information for comparison purposes, custom analyses are performed from
time to time using the publicly disclosed information from other Fortune 500 companies. The peer group is also used to evaluatem
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The distribution of compensation among salary, short-term incentive awards and long-term incentive awards and the resulting
distribution of compensation between fixed and variable compensation, and between cash and equity compensation, are primarily
influenced by our benchmarking process and the Committee’s desire to link compensation with short-term and long-term goals.
Because each element is benchmarked, the value awarded for one element of compensation typically does not directly affect the
value awarded for the other elements. However, for executives other than Mr. Surma, in 2009 the value of the long-term incentive
awards was incrementally increased to offset compensation that would not be delivered due to the executive salary reduction.
Also, Mr. Surma’s 2010 long-term incentive award did recognize the fact that he received no such award for 2009 (see “Overview
— Summary of Key Actions and Decisions in 2009 and 2010”).

Individual Performance
The individual performance evaluation is used primarily as a modifier for compensation purposes; the main drivers of
compensation are changes in the market median level of compensation and corporate financial and operational performance.
Individual performance evaluations are subjective and in the aggregate can affect compensation by up to approximately 20
percent, but usually the impact is within the 0 to 10 percent range.
The Committee is charged by its charter to approve the CEO’s compensation level, giving consideration to, among other things,
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instances, a salary market reference point is adjusted to reflect a position’s internal value. In July 2010, the Committee restored
executive salaries to their pre-2009 levels after having reduced them due to the challenging economic environment (see
“Overview – Summary of Key Actions and Decisions in 2009 and 2010”).

The Committee makes decisions regarding an executive’s annual salary adjustments based largely on the executive’s actual salary
in relation to the salary mid-point for the executive’s level and the executive’s individual performance. If an executive’s salary
exceeds the salary mid-point, future salary increases will be significantly reduced, and performance-based incentive compensation
becomes the primary basis for any increases in compensation. While salary compensation typically does not provide rewards for
the Corporation’s performance, salary increases may reflect subjective evaluations of individual performance (see the individual
performance discussion in “Setting Executive Compensation—Individual Performance,” above) or may be limited or deferred if
the Corporation experiences difficult economic and market conditions (see “Overview – Summary of Key Actions and Decisions inE1rqf Kend D销and Decissssss
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For 2010, the short-term incentive threshold payout level was extended from 40 percent at a ROCE performance of 6 percent to a
payout level of 20 percent at a ROCE performance of 2 percent. This lower payout rate at a lower threshold performance level
offered executives an opportunity to earn a modest award if the Corporation achieved a modest return on capital, which would
represent a significant improvement over 2009 result��
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In 2010, the Committee determined to make a long-term incentive award to Mr. Surma at approximately the 75  percentile for
CEOs of the peer group recognizing both his leadership as he navigated the Corporation through an extremely challenging period
in 2009 and 2010 and the fact that he had received no long-term incentive award in 2009 (see “Overview – Summary of Key
Actions and Decisions in 2009 and 2010”). The awards to the other named executive officers for 2010 were about ten percent
above the 50  percentile of the peer group of companies reflecting the Committee’s view that the executive management team had
done an excellent job in responding to the market changes over the preceding 24 months with the idling of facilities and with the
eventual resumption of operations at those facilities.

 

 

The Committee believes the use of long-term incentive awards as a substantial portion of an executive’s overall compensation fits
the Committee’s objective of linking an element of pay to long-term corporate performance because it puts a significant portion of
the executive’s compensation at risk and subjects that portion to changes in the Corporation’s stock price. Additionally, the use of
long-term incentive awards as a substantial portion of an executive’s compensation facilitates the Committee’s executive stock
ownership objectives (see “Stock Ownership and Retention Policy” below).

 

 

The Corporation does not time the release of material non-public information around the granting of equity incentive awards, nor
does it time the granting of equity incentive awards around the release of material non-public information. Equity grants are
usually made at the Committee’s May meeting under the Long-Term Incentive Compensation Program, a program under the
United States Steel Corporation 2005 Stock Incentive Plan, which was recently amended by the Corporation’s shareholders on
April 27, 2010. The date of grant is the date that the Committee approves the grant, or, if the market is not open on that date, the
next day the market is open (see “Grants of Plan-Based Awards—Discussion of the Grants of Plan-Based Awards Table—Grant
Date”).

 

 

Approved award values are converted to a number of award units (shares) using an award unit determination procedure that
requires (i) the use of the fair market value stock price on the date of grant in determining an accounting-based unit value for each
award and (ii) the division of the relevant award unit value into each award value to determine the number of units (shares)
awarded to each grantee on the date of grant.

Stock Options
 

 
Stock options are performance-based awards that reward executives for an increase in the Corporation’s stock price over the term
of the option. The value to executives is limited to any appreciation of our stock price above the option’s exercise price after the
option becomes exercisable and before it expires.

 

 

Stock options granted under this program have a term of ten years and vest ratably over three years with one-third of the granted
options vesting on each of the first, second and third anniversaries of the grant date, subject to continued employment on each
vesting date (see “Potential Payments Upon Termination or Change in Control—Discussion of Compensation Elements—Stock
Options”). The exercise price is the average of the high and low stock prices on the date of grant in accordance with the terms of
the shareholder-approved United States Steel Corporation 2005 Stock Incentive Plan.

 

 

Except for the 2009 and 2010 stock option grants, the stock options awarded to executives over the prior six years had no intrinsic
value at the end of 2010 and, therefore, had little retention value at that time; however, these options have several years remaining
of their original term. Stock options offer executives incentive to increase the Corporation’s stock price in order to realize value
from the awards.

Restricted Stock Units
 

 Restricted stock units are awards that deliver full-value shares and accumulated dividends upon vesting. Restricted stock units
vest ratably over three years, with
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Stock Ownership and Retention Policy
 

 U. S. Steel has adopted a comprehensive stock ownership and retention policy designed to support a culture of ownership among
its executives for the purpose of better aligning their interests with those of the Corporation’s shareholders. The Committee
believes significant ownership levels will provide additional motivation to executives to perform in accordance with the interests
of the Corporation’s shareholders. The policy complements the Corporation’s equity compensation program, thereby continually
increasing the share ownership levels of our executives and providing clear guidelines as to what executives can expect to realize
for compensation purposes. The program consists of two elements:

 

 �  Stock ownership requirements, and
 

 �  Stock retention requirements.
 

 Our stock ownership policy requires our executives to accumulate and retain a minimum level of ownership in U. S. Steel
common stock commensurate with their positions and salaries. Executives are required to meet the ownership guideline
requirements within five years of their promotion to one of the following three categories by holding a number of shares
equivalent in value to a multiple of their salary reference point:

 

Position   

Multiple
of Salary
Reference

Point  
CEO    5  X  
Executive Management Committee member    3  X  
All other executives    1  X  

 

 Once the stock ownership requirement is met, each executive is further expected to retain at least 25 percent of all additional
shares (net of any exercise costs and taxes) realized through the exercise of stock options and the vesting of restricted stock units
and performance awards until the executive is eligible for retirement and he or she receives consent from the CEO to dispose of
these shares. Our stock retention policy ensures a continual increase in share ownership during an executive’s tenure with the
Corporation.

 

 The Committee’s consultant studied stock ownership programs at the peer group of companies and at companies in the broader
market. While either element of the program (ownership or retention) alone would be regarded as a market-based stock ownership
program for executives, the combined approach is considered to be rigorous in that it goes beyond what the peer group of
companies or other large industrial companies typically use. The Committee believes this program establishes a balance between
equity compensation and equity ownership by clearly setting the stock ownership expectations of the Corporation and defining the
number of shares that must be retained by the executive in connection with transactions involving the sale of sto