





Financial Highlights
Years ended December 31
(dollar amounts in millions, except per share data) 2008 2007 2006
Revenue $1,614.6 $1,928.0 $1,848.6
Gross profit 228.8 287.5 336.9
Advanced technology costs 110.2 127.3 105.5
Selling, general and administrative 54.3 453 48.8
Net income 48.7 96.6 106.2
Net income per share—basic $ 44 $ 104 $ 122
Net income per share—diluted $ 35 $ 94 $§ 122
Gross profit margin 14.2% 14.9% 18.2%
| Net cash provided by (used in) operating activities (104.9) 109.2 278.1
t Debt to total capitalization at year end 37% 36% 13%
|
Revenues Cumulative Net Income
{$ in millions) Expenditures on ACP ($ in millions)
(% in millions)
| o S
, N z+ o~
1 Ly /i\ Cb‘ ‘:: \9
R S & s =
s Y o b s 0
0 0 ]

$640

o

$
—1 $48.7

08 07 ‘06 08 07 06 08 07 ‘06




Dear Fellow Shareholders

2008 was a productive year for USEC as our effort to
build the American Centrifuge Plant began showing
solid results. As you may recall, we started building
the plant in Piketon, Ohio, in May 2007 after the U.S.
Nuclear Regulatory Commission issued a construc-
tion and operating license to USEC. But the plant is
much more than just concrete and steel. We are
leading a historic renewal of the uranium enrichment
industrial base in the United States for nuclear fuel,
and if needed, national security purposes. We are
re-establishing a manufacturing infrastructure that lay
dormant for two decades to provide a competitive
U.S.-owned source of nuclear fuel for America’s 104
power reactors, as well as the reactors for many cus-
tomers around the world.

While we are leading this effort, several other
major U.S. corporations equally committed to
rebuilding our nation’s nuclear power manufacturing
base have joined us. Together with these strategic
suppliers, we can create approximately 8,000 direct

and indirect jobs around the country. Given the dire

straits of our economy, creating these skilled jobs

can also play a role in improving communities in a
dozen states. This is a project that is focused on
meeting America’s energy, environmental and eco-
nomic needs.

We have many achievements to show for our
efforts in 2008. We logged tens of thousands of
hours operating the American Centrifuge machines
involved in our Lead Cascade test program. We
released the initial design for the AC100, the name
we have given our series of commercial centrifuge
machines, and worked closely with our strategic
suppliers to transfer the technology to their manu-
facturing facilities. They have begun production of
machine components. Locking ahead, we are value
engineering the AC100 to reduce its manufacturing
cost while continuing research and development
efforts. These efforts may well lead to an even more
productive centrifuge design that can be integrated
into the American Centrifuge Plant as we deploy

machines over the next several years.

é é We are re-establishing a4 manufacturing
infrastructure that lay dormant for two decades
to provide a U.S.-owned source of nuclear fuel

for America’s 104 power reactors. .. 99




The successful deployment of the American
Centrifuge technology has been a key focus, but not
our only one. Our Paducah employees produced the
highest amount of enrichment at the plant in 14 years
while working at one of their best safety records ever.
In January, the U.S. Supreme Court ruled unani-
mously in our favor in a long-standing trade case
that should ensure a level playing field with our
foreign-owned and controlled competitors and an
orderly transition to a robust and competitive nuclear
fuel market. We earned $49 million of net income
despite a run-up in prices paid for our two largest
cost factors: electric power and purchases from Rus-
sia. Despite these accomplishments, we ended the
year with one important disappointment: the Bush
administration’s Department of Energy did not take
action to select any advanced energy projects for
funding under its Loan Guarantee Program. That
remains one of our top priorities as we enter 2009.

The uncertainty surrounding project funding has
forced us to begin taking steps to moderate our
pace of spending on the American Centrifuge Plant.
This was not a step taken lightly because it will likely
increase the cost of the plant and delay the deploy-
ment of the centrifuge machines. Nonetheless, if the
project is not selected by DOE in the near future or
we determine funding will not be available in the
timeframe we need, we will need to take additional
steps to reduce spending on the project. As we write
this letter, we are seeing positive signs from the
Obama administration that the Loan Guarantee
Program, with its potential to create thousands of
jobs as we revitalize the U.S. nuclear power industry,
will be an emphasis for DOE. We look forward to
working with the new administration to accelerate
approval for projects to be funded by the Loan
Guarantee Program.

The market for our product continues to improve.
During the past two years, U.S. utilities applied for
construction and operating licenses for 26 new

power reactors in the United States. More than three

wide; and plans aré well i

long fo the

tors to begin construction. This pro ides a great
potential market for the low enriched 'urya',nium'
needed to fuel these and the 440 existing reactors.
We are meeting with customers regarding long-term
contracts for the output of the American Centrifuge
Plant and expect to have much of the plant's capac-
ity obligated for its first decade of operation later
this year.

An organization's backbone is its people, and
we have outstanding employees working diligently
to execute the plans we have laid out to build our
business. Our people testing the American Centri-
fuge technology in Oak Ridge, Tennessee and build-
ing parts there at the Technology & Manufacturing
Center are putting in long hours. The staff in Piketon,
Ohio, is eager to begin installing and operating the
centrifuge machines in the commercial plant. Our
employees in Paducah, Kentucky, continue to get
top performance out of the 50-year-old gaseous
diffusion plant. Other employees are supplying high
quality government contract services or providing
used uranium fuel storage technology for our utility
customers. Together, the 3,000 employees of USEC,
many of whom are shareholders, are pulling together

to build fong-term value.

Sincerely,

March 2, 2009
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This unigue transporter can

move six 43-foot-tall AC100
centrifuge machines from the

assembily area to the production

building. The transporter can be
driven from either end at a top

speed of about 2 m.p.h.




The American Centrifuge Plant,
under construction since May
2007, is taking shape as 1.8 mil-
lion square feet of floor space
and production infrastructure
is prepared for the 11,500 cen-
trifuge machines expected to
be installed over the next sev-
eral years. Prototype centri-
fuges operating for more than
150,000 machine hours have
provided significant data during
the Lead Cascade integrated
testing program since August
2007. We are now in the process
of building a cascade of AC100
series machines, the name we've
given our initial commercial cen-
trifuge. This next cascade will
verify the commercial machine’s
performance and will train staff
and suppliers on best practices
for manufacturing, quality con-
trol, assembly and installation.

We have transferred the
American Centrifuge technol-
ogy to strategic suppliers who
are preparing their facilities for
high-volume manufacturing.
Components for these unigue,
43-foot-tall machines are being
made in states across America
and assembled in Piketon, Ohio,
at the American Centrifuge
Plant. At peak production, as
many as 8,000 jobs could be
created as we re-establish the
U.S. nuclear industrial manufac-
turing base. When complete,
the American Centrifuge Plant
is expected to have a capacity
of 3.8 million separative work
units (SWUs) and we have the
potential to roughly double
that capacity.

Because the American
Centrifuge machines will use
95 percent less electricity

é ( We're building a first-class facility
that will lead the world in safely enriching
uranium while providing America with

energy security. 7?

Steve Fetherolf,
ACP Construction Manager

Positioning USEC for nuclear
power’s growth

as compared to our current

gaseous diffusion technology,
we expect to substantially
reduce USEC’s carbon foot-
print. As the country increas-
ingly turns to nuclear power as
the primary source of green-
house gas emissions-free,
baseload electricity, our use of
energy-efficient centrifuge
technology will further enhance
nuclear power’s standing as a

clean-air alternative.
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Paducah plant delivers product
on time, in spec

Our plant in Paducah, Kentucky, is one of the largest industrial complexes in the United

States. Because the plant uses the gaseous diffusion technology, it is also one of the

largest consumers of electricity in the United States.

Although the plant is more than
50 years old, the Paducah team
continues to set records for
efficiency, production and
safety. USEC bought 25 percent
more electric power than in the
past during the non-summer
months of 2008 to increase
production and to create addi-
tional uranium underfeeding
opportunities. The Paducah
team responded by producing
the most separative work units
in 14 years. This was accom-
plished by increasing the num-
ber of production cells on line
and by improving the efficient
use of the power well above
our operating plan, thereby
Jowering production costs. The
uranium obtained through

é é We're always looking for safer, better ways to
work. Our lab is more productive because we've
successfully merged advanced technology with
our proven analytical procedures. 99

underfeeding operations and
sold as feed stock for enrich-
ment also helped to significantly
reduce Paducah’s production
cost. All this was accomplished
with a culture of safety first—
Paducah had its best safety
record since 2004.

Megatons to Megawatts

Since 1994, USEC has been the
United States’ executive agent
for the important nonprolifera-
tion program known as
“"Megatons to Megawatts.” To
date, USEC has bought nuclear
fuel created by recycling ura-
nium from the equivalent of
more than 14,000 former Soviet

nuclear warheads. Dozens of

Paducah Radiochemistry Technician

reactors, mostly in the United
States, are fueled each year
with Megatons to Megawatts
low enriched uranium, sup-
plying about 10 percent of
America's electricity. Many
consider this to be the most
successful nonproliferation pro-
gram, which ensures that these
former weapons are beat into
peaceful plowshares. USEC is
proud of its record of success-
fully managing this program
and will continue to serve
as the U.S. executive agent
through the program’s com-
pletion in 2013.

Ayrie Crump




With approximately three dozen
power reactors under construc-
tion worldwide and dozens
more planned, including new
nuclear reactors in the United
States, USEC sees opportunities
in this renaissance of nuclear
power. OQur American Centrifuge
Plant employs a scalable, mod-
ular technology that can expand
to meet fuel requirements for a
growing fleet of reactors, so
we can match our SWU capacity
to demand as we sign long-
term supply contracts with our
customers. As the number of
reactors in operation increases,
USEC will be positioned to

6 é The MAGNASTOR System’s industry-leading
capacity, competitive cost and operational
advantages will make it a preferred storage

solution for many nuclear utilities. 99

meet this growing demand
without overbuilding centri-
fuge capacity.

Our customers are also seek-
ing a near-term solution to the
problem of a lack of storage
space for used nuclear fuel. The
long-term repository site at
Yucca Mountain, Nevada, is
more than two decades behind
schedule and U.S. utilities were
counting on shipping fuel to
Yucca Mountain to make room
available in the spent fuel pools
at their reactors. NAC, our sub-
sidiary, is a leader in dry cask
storage for this used fuel. In
February 2009, NAC’s most

NAC Director of Technical
Sales and Marketing

advanced storage system,
MAGNASTOR, was licensed by
the U.S. Nuclear Regulatory
Commission for use in the
United States. This system has
the largest capacity for fuel
assemblies of any concrete-
based, multipurpose canister
system approved to date and
consists of a welded stainless
steel canister inside a steel-
lined concrete cask for storage
on-site at the power plant.

Juan Subiry
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This annual report on Form 10-K, including “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in Item 7, contains “forward-looking statements” — that is,
statements related to future events. In this context, forward-looking statements may address our
expected future business and financial performance, and often contain words such as “expects,”
“anticipates,” “intends,” “plans,” “believes,” “will” and other words of similar meaning. Forward-
looking statements by their nature address matters that are, to different degrees, uncertain. For
USEC, particular risks and uncertainties that could cause our actual future results to differ materially
from those expressed in our forward-looking statements include, but are not limited to: risks related
to the deployment of the American Centrifuge technology, including our ability to meet targets for
performance, cost and schedule and to obtain financing; our success in obtaining a loan guarantee for
the American Centrifuge Plant and the impact of delays in financing on project spending, cost and
schedule; uncertainty regarding the cost of electric power used at our gaseous diffusion plant; our
dependence on deliveries under the Russian Contract and on a single production facility; our inability
under most existing long-term contracts to directly pass on to customers increases in our costs; the
decrease or elimination of duties charged on imports of foreign-produced low enriched uranium;
pricing trends in the uranium and enrichment markets and their impact on our profitability; changes
2



to, or termination of, our contracts with the U.S. government and changes in U.S. government
priorities and the availability of government funding, including loan guarantees; the impact of
government regulation; the outcome of legal proceedings and other contingencies (including lawsuits
and government investigations or audits); the competitive environment for our products and services;
changes in the nuclear energy industry; the potential impact of volatile financial market conditions on
our pension assets and credit and insurance facilities; and other risks and uncertainties discussed in
this and our other filings with the Securities and Exchange Commission. Revenue and operating
results can fluctuate significantly from quarter to quarter, and in some cases, year to year. For a
discussion of these risks and uncertainties and other factors that may affect our future results, please
see Item 1A of this report entitled “Risk Factors.” We do not undertake to update our forward-
looking statements except as required by law.

Items 1 and 2. Business and Properties
Overview

USEC, a global energy company, is a leading supplier of low enriched uranium (“LEU”) for
commercial nuclear power plants. LEU is a critical component in the production of nuclear fuel for

reactors to produce electricity. We:

e supply LEU to both domestic and international utilities for use in about 150 nuclear reactors
worldwide;

o are deploying what we anticipate will be the world’s most advanced uranium enrichment
technology, known as the American Centrifuge;

e are the exclusive executive agent for the U.S. government under a nuclear nonproliferation
program with Russia, known as Megatons to Megawatts;

e perform contract work for the U.S. Department of Energy (“DOE”) and its contractors at the
Paducah and Portsmouth gaseous diffusion plants (“GDPs”); and

e provide transportation and storage systems for spent nuclear fuel and provide nuclear and
energy consulting services.

USEC Inc. is organized under Delaware law. USEC was a U.S. government corporation until July
28, 1998, when the company completed an initial public offering of common stock. In connection with
the privatization, the U.S. government transferred all of its interest in the business to USEC, with the
exception of certain liabilities from prior operations of the U.S. government. References to “USEC” or
“we” include USEC Inc. and its wholly owned subsidiaries as well as the predecessor to USEC unless
the context otherwise indicates. A glossary of certain terms used in our industry and herein is included
in Part IV of this annual report.

Uranium and Enrichment

In its natural state, uranium is principally comprised of two isotopes: uranium-235 (“U%>") and
uranium-238 (“U%%”). U?? is the more abundant isotope, but it is not readily fissionable in light
water nuclear reactors. U’ is fissile, but its concentration in natural uranium is only 0.711% by
weight. Most commercial nuclear power reactors require LEU fuel with a U concentration greater
than natural uranium and up to 5% by weight. Uranium enrichment is the process by which the

concentration of U® is increased to that level.



The following outlines the steps for converting natural uranium into LEU fuel, commonly known
as the nuclear fuel cycle:

e Mining and Milling — Natural, or unenriched, uranium is removed from the earth in the
form of ore and then crushed and concentrated.

e (Conversion — Uranium concentrates are combined with fluorine gas to produce uranium
hexafluoride (“UFs”), a solid at room temperature and a gas when heated. UF; is shipped
to an enrichment plant.

e Enrichment -~ UFs is enriched in a process that increases the concentration of the Uu>
isotope in the UF; from its natural state of 0.711% up to 5%, which is usable as a fuel for
light water commercial nuclear power reactors. Depleted uranium is a by-product of the
uranium enrichment process. The standard measure of uranium enrichment is a separative
work unit (“SWU”). A SWU represents the effort that is required to transform a given
amount of natural uranium into two streams of uranium, one enriched in the U?** isotope
and the other depleted in the U™’ isotope. SWUs are measured using a standard formula
derived from the physics of uranium enrichment. The amount of enrichment deemed to
be contained in LEU under this formula is commonly referred to as its SWU component
and the quantity of natural uranium deemed to be used in the production of LEU under
this formula is referred to as its uranium component.

® Fuel Fabrication — LEU is converted to uranium oxide and formed into small ceramic
pellets by fabricators. The pellets are loaded into metal tubes that form fuel assemblies,
which are shipped to nuclear power plants.

e  Nuclear Power Plant — The fuel assemblies are loaded into nuclear reactors to create
energy from a controlled chain reaction. Nuclear power plants generate over 15% of the
world’s electricity.

e Consumers — Businesses and homeowners rely on the steady, baseload electricity
supplied by nuclear power and value its clean air qualities.

Commercial Nuclear Fuel Cycle

Enrichment is one of a series of steps required to prepare
naturally occurring uranium for use as nucieer fuel

Depleted Uranium




We produce or acquire LEU from two principal sources. We produce LEU at the Paducah GDP in
Paducah, Kentucky, and we acquire LEU by purchasing the SWU component of LEU from Russia
under the Megatons to Megawatts program.

Products and Services

Low Enriched Uranium

The majority of our customers are domestic and international utilities that operate nuclear power
plants. Our revenue is derived primarily from:

e sales of the SWU component of LEU,
e sales of both the SWU and uranium components of LEU, and
o sales of uranium.

Our agreements with electric utilities are primarily long-term, fixed-commitment contracts under
which our customers are obligated to purchase a specified quantity of SWU or uranium from us or
long-term requirements contracts under which they are obligated to purchase a percentage of their
SWU requirements from us. Under requirements contracts, customers only make purchases if the
reactor has requirements. The timing of requirements is associated with reactor refueling outages.

Contract Services

We perform contract work for DOE and DOE contractors at the Paducah and Portsmouth GDPs,
including infrastructure support services and maintenance of the Portsmouth GDP in a state of “cold
shutdown” in preparation for decontamination and decommissioning.

Through our subsidiary NAC, we are a leading provider of nuclear energy services and
technologies, specializing in:
e design, fabrication and implementation of spent nuclear fuel technologies,

e nuclear materials transportation, and
e nuclear fuel cycle consulting services.

Revenue by Geographic Area, Major Customers and Segment Information

Revenue attributed to domestic and foreign customers, including customers in a foreign country
representing 10% or more of total revenue, follows (in millions):

Years Ended December 31

2008 2007 2006
United States ......cocceeveeiennvivnnesnin $1,2125 $1,310.6 $1,109.5
Foreign:
Japan........oiininnneniinnennns 242.6 274.7 389.8
OtheT....ccvereecccreecniiinrininns 159.5 342.7 349.3
402.1 6174 739.1

$16146 $1.9280 $1.848:6
Our 10 largest utility customers represented 57% of revenue and our three largest utility
customers represented 30% of revenue in 2008. Revenue from two domestic customers, Exelon
Corporation and Entergy Corporation, each represented more than 10%, but less than 15%, of

revenue in 2008. Revenue from U.S. government contracts represented 12% of revenue in 2008, 9%
of revenue in 2007 and 10% of revenue in 2006. No other customer represented more than 10% of



revenue. Reference is made to segment information reported in note 17 to the consolidated financial
statements.

SWU and Uranium Backlog

Backlog is the aggregate dollar amount of SWU and uranium that we expect to sell in future periods
under contracts with customers. At December 31, 2008, we had contracts with customers aggregating
an estimated $6.9 billion, including $1.7 billion expected to be delivered in 2009, compared with $6.5
billion at December 31, 2007. Backlog is partially based on customers’ estimates of their fuel
requirements and other assumptions including our estimates of selling prices, which are subject to
change. Prices may be adjusted based on SWU or uranium market prices prevailing at the time of
delivery. Pricing elements may include escalation based on a general inflation index or a power price
index. We utilize external composite forecasts of future market prices and inflation rates in our pricing
estimates.

Gaseous Diffusion Plants

Two existing technologies are currently used commercially to enrich uranium for nuclear power
plants: gaseous diffusion and gas centrifuge. We currently use the older gaseous diffusion technology
and are deploying gas centrifuge technology to replace our gaseous diffusion operations. See
“Business and Properties — The American Centrifuge Plant.”

Gaseous Diffusion Process

The gaseous diffusion process separates the lighter U* isotope from the heavier US2. The
fundamental building block of the gaseous diffusion process is known as a stage, consisting of a
compressor, a converter, a control valve and associated piping. Compressors driven by large electric
motors are used to circulate the process gas and maintain flow. Converters contain porous tubes
known as a barrier through which process gas is diffused. Stages are grouped together in series to
form an operating unit called a cell. A cell is the smallest group of stages that can be removed from
service for maintenance. Gaseous diffusion plants are designed so that cells can be taken off line with
little or no interruption in the process.

The process begins with the heating of solid UFs to form a gas that is forced through the barrier.
Because U is lighter than U, it moves through the barrier more easily. As the gas moves, the
two isotopes are separated, increasing the U*> concentration and decreasing the concentration of
U8 in the finished product. The gaseous diffusion process requires significant amounts of electric
power to push uranium through the barrier.

Paducah GDP

We operate the Paducah GDP located in Paducah, Kentucky. The Paducah GDP consists of four
process buildings and is one of the largest industrial facilities in the world. The process buildings
have a total floor area of 150 acres, and the site covers 750 acres. We estimate that the maximum
capacity of the existing equipment is about 8 million SWU per year. In 2008, we produced
approximately 6.5 million SWU at the Paducah GDP for both LEU production and underfeeding
urazlgium. The Paducah GDP has been certified by the NRC to produce LEU up to an assay of 5.5%
U~-.



Portsmouth GDP

We ceased uranium enrichment operations at the Portsmouth GDP, located in Piketon, Ohio, in
2001. Under contract with DOE, we maintain the Portsmouth GDP in a state of “cold shutdown” in
preparation for a DOE decontamination and decommissioning program. DOE and USEC have
periodically extended the Portsmouth GDP cold shutdown contract, most recently through April 30,
2009. DOE has announced its intention to negotiate a sole-source extension of the cold shutdown
contract through September 30, 2010.

Lease of Gaseous Diffusion Plants

We lease the Paducah and Portsmouth GDPs from DOE. The lease covers most, but not all, of the
buildings and facilities relating to gaseous diffusion activities. Major provisions of the lease follow:

except as provided in the 2002 DOE-USEC Agreement (described under
“Business and Properties — 2002 DOE-USEC Agreement and Related Agreements
with DOE”), we have the right to renew the lease at either plant indefinitely in six-
year increments and can adjust the property under lease to meet our changing
requirements. The current lease term expires in 2016;

we may leave the property in an “as is” condition at termination of the lease, but
must remove wastes we generate and must place the plants in a safe shutdown
condition;

the U.S. government is responsible for environmental liabilities associated with
plant operations prior to July 28, 1998 except for liabilities relating to the disposal
of some identified wastes generated by USEC and stored at the plants;

DOE is responsible for the costs of decontamination and decommissioning of the
plants;

title to capital improvements not removed by us will transfer to DOE at the end of
the lease term, and if we elect to remove any capital improvements, we are
required to pay any increases in DOE’s decontamination and decommissioning
costs that are a result of our removing the capital improvements;

DOE must indemnify us for costs and expenses related to claims asserted against
us or incurred by us arising out of the U.S. government’s operation, occupation, or
use of the plants prior to July 28, 1998; and

DOE must indemnify us against claims for public liability (as defined in the
Atomic Energy Act of 1954, as amended) from a nuclear incident or precautionary
evacuation in connection with activities under the lease. Under the Price-
Anderson Act, DOE’s financial obligations under the indemnity are capped at
$12.5 billion for each nuclear incident or precautionary evacuation occurring
inside the United States.

In December 2006, we signed a lease agreement with DOE for our long-term use of facilities at
the Portsmouth GDP in Piketon for the American Centrifuge Plant. The lease for these facilities and
other support facilities is a stand-alone amendment to our current lease with DOE for the GDP
facilities. Further details are provided in “Business and Properties — The American Centrifuge Plant”.



Raw Materials
Electric Power

The gaseous diffusion process uses significant amounts of electric power to enrich uranium. Costs
for electric power are approximately 70-75% of production costs at the Paducah GDP. In 2008, the
power load at the Paducah GDP averaged 1,680 megawatts. We purchase most of the electric power
for the Paducah GDP under a power purchase agreement with Tennessee Valley Authority (“TVA”)
that expires May 31, 2012. Pricing under the TVA power contract consisted of a summer and a non-
summer base energy price through May 31, 2008. Beginning June 1, 2008, the price consists of a
year-round base energy price that increases moderately based on a fixed, annual schedule. All prices
are subject to a fuel cost adjustment provision to reflect changes in TVA’s fuel costs, purchased
power costs, and related costs. The impact of the fuel cost adjustment has been negative for USEC,
imposing an average increase over base contract prices of about 15% in 2008 and 8% in 2007. The
impact of future fuel cost adjustments, which are substantially influenced by coal prices, purchased
power costs and hydroelectric power generation, is uncertain and our cost of power could fluctuate in
the future above or below the agreed increases in the base energy price. We expect the fuel cost
adjustment to continue to cause our purchase cost to remain above base contract prices. The future
impact may be greater but is difficult to predict given uncertainty in energy prices.

The quantity of power purchases under the TVA contract generally ranges from 300 megawatts in
the summer months (June — August) to up to 2,000 megawatts in the non-summer months. We
supplement the TVA contract during the summer months with additional power purchased at market-
based prices. Beginning June 1, 2010 through the expiration of the contract on May 31, 2012, the
quantity of non-summer power purchases will be reduced to a maximum of 1,650 megawatts at all
hours. This is designed to provide a transition for the TVA power system because of the significant
amount of power we purchase. We expect to supplement the TVA contract with additional power
purchases beginning June 1, 2010 and will be evaluating possible sources of power for delivery after
May 31, 2012.

We are required to provide financial assurance to support our payment obligations to TVA. These
include a letter of credit and weekly prepayments based on TVA’s estimate of the price and our
usage of power.

Uranium

Natural uranium is the feedstock in the production of LEU at the Paducah GDP. In 2008, the plant
used the equivalent of approximately 8 million kilograms of uranium in the production of LEU.
Uranium is a naturally occurring element and is mined from deposits located in Canada, Australia
and other countries. According to the World Nuclear Association, there are adequate measured
resources of uranium to fuel nuclear power at current usage rates for at least 80 years.

Mined uranium ore is crushed and concentrated and sent to a uranium conversion facility where it
is converted to UFs, a form suitable for uranium enrichment. Two commercial uranium converters in
North America, Cameco Corporation and ConverDyn, deliver and hold title to uranium at the
Paducah GDP.

Utility customers provide uranium to us as part of their enrichment contracts or purchase the
uranium required to produce LEU from us. Customers who provide uranium to us generally do so by
acquiring title to uranium from Cameco, ConverDyn and other suppliers at the Paducah GDP. At
December 31, 2008, we held uranium to which title was held by customers and suppliers with a value
of $3.8 billion based on published price indicators. The uranium is fungible and commingled with
our uranium inventory. Title to uranium provided by customers generally remains with the customer
until delivery of LEU, at which time title to LEU is transferred to the customer and we take title to
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the uranium. The uranium that we sell to utility customers comes from our uranium inventories,
which includes uranium from underfeeding the enrichment process, purchases of uranium from third-
party suppliers and uranium that we obtained from DOE prior to privatization.

The quantity of uranium used in the production of LEU is to a certain extent interchangeable with
the amount of SWU required to enrich the uranium. Underfeeding is a mode of operation that uses or
feeds less uranium. Underfeeding supplements our supply of uranium, but requires more SWU in the
enrichment process, which requires more electric power. In producing the same amount of LEU, we
vary our production process to underfeed uranium based on the economics of the cost of electric
power relative to the prices of uranium and enrichment. ’

Coolant

The Paducah GDP uses Freon as the primary process coolant. The production of Freon in the
United States was terminated in 1995 and Freon is no longer commercially available. We expect our
current supply of Freon to be sufficient to support at least 10 years of continued operations at current
use rates. ‘

GDP Equipment

GDP equipment components (such as compressors, coolers, motors and valves) requiring
maintenance are removed from service and repaired or rebuilt on site. Common industrial
components, such as the breakers, condensers and transformers in the electrical system, are procured
as needed. Some components and systems are no longer produced, and spare parts may not be readily
available. In these situations, replacement components or systems are identified, tested, and procured
from existing commercial sources, or the plants’ technical and fabrication capabilities are used to
design and build replacements.

Equipment utilization at the Paducah GDP averaged 97% in 2008 compared to 98% in 2007.
Equipment utilization is based on a measure of cells in operation. The utilization of equipment is
highly dependent on power availability and costs. We reduce equipment utilization and the related
power load in the summer months when the cost of electric power is high. Equipment utilization is
also affected by repairs and maintenance activities. The number of cells available for operation
increased in 2008 due to the recovery of a number of cells which had been in standby for over 25
years.

Russian Contract (“Megatons to Megawatts”)

We are the U.S. government’s exclusive executive agent (“Executive Agent”) in connection with a
government-to-government nonproliferation agreement between the United States and the Russian
Federation. Under the agreement, we have been designated by the U.S. government to order LEU
derived from dismantled Soviet nuclear weapons. In January 1994, USEC signed a commercial
agreement (“Russian Contract”) with a Russian government entity known as OAO Techsnabexport

(“TENEX), to implement the program.

We have agreed to purchase approximately 5.5 million SWU each calendar year for the remaining
term of the Russian Contract through 2013. Over the life of the 20-year Russian Contract, we expect
to purchase about 92 million SWU contained in LEU derived from 500 metric tons of highly
enriched uranium. As of December 31, 2008, we had purchased 65 million SWU contained in LEU
derived from 350 metric tons of highly enriched uranium, the equivalent of about 14,000 nuclear
warheads. Purchases under the Russian Contract constitute approximately one-half of our supply
mix. Prices are determined using a discount from an index of international and U.S. price points,
including both long-term and spot prices. A multi-year retrospective view of the index is used to
minimize the disruptive effect of short-term market price swings. Increases in these price points in
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recent years have resulted in increases to the index used to determine prices under the Russian
Contract. On February 13, 2009, we entered into an amendment to the Russian Contract to revise the
pricing methodology for the SWU component of LEU delivered in calendar years 2010 through
2013. Approval of both the U.S. government and the government of the Russian Federation is
required for the amendment to become effective. The current pricing methodology uses a discount
from an index of international and U.S. price points, including both long-term and spot prices. The
new pricing methodology is intended to enhance the stability of future pricing for both parties
through a formula that combines a different mix of price points and other pricing elements. We
expect that prices paid under the Russian Contract, as amended, will continue to increase year over
year, and that the total amount paid to the Russian Federation for the SWU component of the LEU
delivered under the Russian Contract over the 20 year term of the contract will substantially exceed
$8 billion by the time the contract is completed in 2013. Officials of the Russian government have
announced that Russia will not extend the Russian Contract or the government-to-government
agreement it implements, beyond 2013. Accordingly, we do not anticipate that we will purchase
Russian SWU after 2013.

Under the Russian Contract, we are obligated to provide to TENEX an amount of uranium
equivalent to the uranium component of LEU delivered to us by TENEX, totaling about 9 million
kilograms per year. We credit the uranium to an account at the Paducah GDP maintained on behalf of
TENEX. TENEX holds the uranium or sells or otherwise exchanges this uranium in transactions with
other suppliers or utility customers. From time to time, TENEX may take physical delivery of
uranium supplied by a uranium converter that would otherwise deliver such uranium to us. Under
these arrangements, the converter provides uranium to TENEX for shipment back to Russia, and the
converter receives an equivalent amount of uranium in its account at the Paducah GDP.

Under the terms of a 1997 memorandum of agreement between USEC and the U.S. government,
we can be terminated, or resign, as the U.S. Executive Agent, or one or more additional executive
agents may be named. Any new executive agent could represent a significant new competitor.

2002 DOE-USEC Agreement and Related Agreements with DOE

On June 17, 2002, USEC and DOE signed an agreement in which both parties made long-term
commitments directed at resolving issues related to the stability and security of the domestic uranium
enrichment industry (such agreement, as amended, the “2002 DOE-USEC Agreement”). We and
DOE have entered into subsequent agreements relating to these commitments and have amended the
2002 DOE-USEC Agreement. The following is a summary of material provisions and an update of
activities under the 2002 DOE-USEC Agreement and related agreements:

Megatons to Megawatts

The 2002 DOE-USEC Agreement provides that DOE will recommend against removal, in whole
or in part, of us as the U.S. Executive Agent under the government-to-government nonproliferation
agreement between the United States and the Russian Federation as long as we order the specified
amount of LEU from TENEX and comply with our obligations under the 2002 DOE-USEC
Agreement and the Russian Contract.

Remediating or Replacing Out-of-Specification Uranium

Under the 2002 DOE-USEC Agreement, DOE was obligated to remediate or replace 9,550 metric
tons of UF; transferred to us from DOE prlor to privatization that contained elevated levels of
technetium. The contaminant put the uranium out-of-specification for commercial use. We operated
facilities at the Portsmouth GDP under contract with DOE to process and remove technetium from
the out-of-specification uranium, and in October 2006, the remediation project for USEC-owned
uranium was completed. We also processed and removed technetium from out-of-specification
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uranium owned by DOE under an agreement with DOE entered into in December 2004. The
remediation efforts were completed in September 2008 and we are currently performing services
related to demobilization.

Domestic Enrichment Facilities

Under the 2002 DOE-USEC Agreement, we agreed to operate the Paducah GDP at a production
rate at or above 3.5 million SWU per year. Historically, we have operated at production rates
significantly above this level, and in 2008, we produced approximately 6.5 million SWU at the
Paducah GDP for both LEU production and underfeeding uranium. Production at Paducah may not
be reduced below a minimum of 3.5 million SWU per year until six months before we have
completed a centrifuge enrichment facility capable of producing LEU containing 3.5 million SWU
per year. If the Paducah GDP is operated at less than the specified 3.5 million SWU in any given
fiscal year, we may cure the defect by increasing LEU production to the 3.5 million SWU level in the
next fiscal year. We may only use the right to cure once in each six-year lease period.

If we do not maintain the requisite level of operations at the Paducah GDP and have not cured the
deficiency, we are required to waive our exclusive rights to lease the Paducah and Portsmouth GDPs.
If we cease operations at the Paducah GDP or lose our certification from the NRC, DOE may take
actions it deems necessary to transition operation of the plant from us to ensure the continuity of
domestic enrichment operations and the fulfillment of supply contracts. In either of the circumstances
described in the preceding two sentences, DOE may be released from its obligations under the 2002
DOE-USEC Agreement. We will be deemed to have “ceased operations” at the Paducah GDP if we
(1) produce less than 1 million SWU per year or (2) fail to meet specific maintenance and operational
criteria established in the 2002 DOE-USEC Agreement.

Advanced Enrichment Technology

The 2002 DOE-USEC Agreement provides that we will begin operation of an enrichment facility
using advanced enrichment technology in accordance with certain milestones. A discussion of our
American Centrifuge uranium enrichment technology and those milestones is included under the
caption “Business and Properties— The American Centrifuge Plant — Project Milestones under the
2002 DOE-USEC Agreement”.

Other

The 2002 DOE-USEC Agreement contains force majeure provisions that excuse our failure to
perform under the agreement if such failure arises from causes beyond our control and without our
fault or negligence.

The American Centrifuge Plant

Since 2002, we have been developing and demonstrating a uranium enrichment gas centrifuge
technology that we call the American Centrifuge. We are deploying this technology in the American
Centrifuge Plant (“ACP”) being built in Piketon, Ohio. This technology was initially developed by
DOE during the 1970s and 80s and successfully demonstrated, but was ultimately not commercially
deployed for reasons unrelated to the technology itself. We have modified and improved this
technology through the use of modern materials, advanced computer-aided design, digital controls
and state-of-the-art manufacturing processes. .

We are deploying the ACP to replace our gaseous diffusion uranium enrichment plant and to be
well positioned to meet demand for LEU. Deploying the American Centrifuge technology will
substantially reduce our power costs and modernize our production capacity, enabling us to stay
competitive in the long term. Our baseline deployment schedule includes beginning initial

11



commercial plant operations in 2010 and reaching an annual production capacity at the ACP of 3.8
million SWU per year at the end of 2012. However, as discussed below in “—Capital
Requirements,” we have initiated steps to conserve cash and reduce the planned escalation of project
construction and machine manufacturing activities until we gain greater clarity on potentlal funding
for the project through the DOE Loan Guarantee Program. These steps are likely to increase the cost
and extend the schedule for the project.

We believe that the machine we deploy in the ACP will be the most advanced uranium enrichment
machine in the world. We refer to our production centrifuge machine design as the AC100 series
centrifuge machine. The AC100 series centrifuge machine is designed to produce 350 SWU per year,
which output is substantially greater than our competitors’ machines. As discussed below in “—
Value Engineering and Continued Technology Improvements,” we released an initial design for the
AC100 machine in 2008. We anticipate releasing the design for the initial AC100 series machines in
late March 2009 that will be deployed in the commercial plant. We w111 continue optlmlzatlon and
value-engineering efforts even after this design release.

Our Marketing and Sales department has been engaging in discussions with our customers to sell
the output of the ACP. We have signed long-term contracts with customers and have received
accepted offers from customers for additional commitments. We will continue to meet with
customers during 2009 to sell ACP output, which is critical to the success of the project. Sales
contracts for this initial output represent a strategic commitment by customers to ensure a reliable,
U.S.-based source of nuclear fuel that will be available for decades to come.

Lead Cascade Test Program

We have been conducting a Lead Cascade integrated testing program at our Piketon plant since
August 2007. The test program involves the integrated testing of multiple prototype machines in a
cascade configuration, and has demonstrated the ability to generate product assays in a range useable
by commercial nuclear power plants. Through the Lead Cascade test program, we obtain data on
machine-to-machine interactions, verify cascade performance models under a variety of operating
conditions, and obtain operating experience for our plant operators and technicians. The centrifuge
machines involved in the Lead Cascade integrated testing program have operated for more than
150,000 total machine hours, providing data on equipment reliability and identifying opportunities to
further optimize the machine and cascade design. These prototype machines confirmed design and
performance targets while verifying the predictions of our analytical performance models. We have
tested the centrifuge machines in a wide range of operating conditions unlikely to be seen in normal
plant operations. Lead Cascade operations also give our employees experience in operating a cascade
of machines in a variety of conditions, which allow us to refine operating and maintenance
procedures.

Although the Lead Cascade test program has involved prototype machines, improved AC100
components and design features are being tested in special test stands in Oak Ridge, Tennessee and
have been incrementally introduced during the current Lead Cascade operations. The next step is
deploying a cascade of AC100 series machines, as discussed below.

Initial AC100 Series Cascade

The initial design for the AC100 machine reflects improvements learned during individual
machine testing and subsequent integrated testing of the prototype machine in a cascade. During
2008, the initial AC100 machine design was released to our strategic suppliers in preparation for
installing a test cascade of AC100 series machines in Piketon in 2009. The strategic suppliers have
been manufacturing parts for the initial AC100 machines and the first components to build these
machines were delivered in November 2008. In manufacturing parts for the AC100, suppliers must
replicate on a commercial basis manufacturing that we previously self-performed in building our
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prototype machines. Start-up issues have arisen in this transfer of technology to our suppliers that
have delayed our timetable for operation of the initial AC100 cascade. We expected to encounter
start-up issues and the resolution of these issues at the outset will help to facilitate our transition to
high volume manufacturing. Delays in our operation of the AC100 cascade could affect our overall
deployment schedule but in light of our slow down of spending in 2009, which is impacting our
schedule, this may not have any additional impact.

A five-stage cascade of AC100 machines is now expected to be operational early in the third
quarter of 2009. This cascade will be in a commercial plant configuration and operate under
commercial plant conditions. Additional machines will be added to the cascade until we reach a
cascade of 40 to 50 machines, which is expected late in the third quarter of 2009. This cascade of 40
to 50 machines would operate for the rest of 2009. Although this cascade will operate in a closed-
loop configuration, the flow of uranium feed and tails between individual machines in the cascade
will be similar to those expected in commercial plant operations. This cascade is intended to provide
additional data on equipment operation and reliability that could identify opportunities to further
optimize the centrifuge and cascade design. These initial AC100 machines are expected to be
integrated into a commercial cascade or used for spares.

We expect that the first machines in the initial AC100 series cascade will have a throughput
somewhat Iess than 350 SWU per year as we continue to optimize the AC100 series machine. For the
same reason, the machines deployed in the first commercial cascade of the ACP may not achieve 350
SWU per year. However, we continue to be confident that the AC100 series machines that are
deployed in the commercial plant will achieve an average performance level of 350 SWU per year,
supporting an annual SWU production capacity of the ACP of 3.8 million SWU. In addition, our
testing program in Oak Ridge has demonstrated the potential for machine productivity beyond 350
SWU per year. We may be able to assemble and install machines with greater SWU capacity at one
or more specific planned points as we build out the ACP, which would provide us with an
opportunity to increase its annual SWU production capacity beyond 3.8 million SWU. However, as
discussed below in “—Capital Requirements,” our ability to achieve the 3.8 million SWU production -
capacity may be delayed or limited by capital constraints and potential project cost increases.

We believe an extensive Lead Cascade test program prior to beginning to manufacture thousands
of commercial plant centrifuges enables us to:

e Verify machine performance and identify modifications to improve performance, improve
machine reliability or reduce costs;

e Complete facilities and integrated support equipment, such as balancing stands, assembly
stands and gas test stands, needed to meet production levels of several hundred machines

per month;

e Train staff and supplier personnel on best practices for manufacturing, quality control,
transportation, assembly, installation and testing; and

¢ Validate manufacturing and assembly procedures.
Value Engineering and Continued Technology Improvements

We anticipate releasing the design for the initial AC100 series machine in late March 2009 that
will be deployed in the commercial plant. This design will reflect some value-engineering
improvements from the initial AC100 design released in 2008. We plan to continue our value
engineering efforts and other efforts to optimize the machine going forward. A benefit of the modular
centrifuge process is the ability to deploy improved machines as they become available; therefore
value-engineered aspects and other technology improvements can be integrated as the plant is built
out over several years.
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As noted previously, we expect to continue our research and development efforts during
commercial deployment. New analytic capability and computer-aided manufacturing methods
provide an opportunity to develop more productive and less costly machines as we seek to enhance
our capability in centrifuge technology and develop a new series of machines. This will result in
continued development spending that will be expensed.

Construction of the American Centrifuge Plant

Most of the buildings required for the commercial plant were constructed in Piketon during the
1980s by DOE. These existing structures include a centrifuge assembly building, a uranium feed and
withdrawal facility, and two enrichment production buildings. We began renovating and building the
ACP following receipt of a construction and operating license from the NRC in April 2007. Fluor
Corporation (“Fluor”) manages the engineering, procurement and construction management
activities. In September 2008, USEC and Fluor signed an amended and restated contract for services
totaling approximately $1 billion through 2012. Under the new contract, Fluor will be reimbursed for
costs plus a fixed base fee and an incentive fee that increases based on cost savings produced.

Construction of the ACP includes various systems including electric, telecommunications, HVAC
and water distribution. Service modules provide utilities to the centrifuge machines and the piping
that enables UFs gas to flow throughout the enrichment production facility. Process systems will
integrate and support the centrifuge machines and cascades. A distributed control system will
monitor and control the enrichment processing equipment.

The two production buildings have space for approximately 11,500 centrifuges. Contractors are
preparing the floor of the production buildings for machine mounts to support the centrifuges. The
feed and withdrawal facility where uranium is introduced into plant systems and low enriched
uranium is withdrawn is undergoing substantial renovation. A new boiler that will provide heat to the
ACP is being installed along with associated hot water piping. The first service modules, which
support the operation of approximately 20 centrifuges each, will be delivered by Teledyne Brown
Engineering, Inc. (“TBE”) in the first quarter of 2009.

Machine Manufacturing and Assembly

During the past two years, a major focus for our American Centrifuge team has been working with
leading companies to create a world-class industrial infrastructure needed to build components for
the highly sophisticated AC100 machines and supporting equipment. The highly specialized U.S.
manufacturing base needed to build the AC100 did not exist but is being established with USEC’s
leadership. In 2008, for example, we significantly refurbished a facility we purchased in Oak Ridge
and installed new production machining equipment, robotics, and computer controls and testing
systems to support the ramp-up to manufacturing centrifuge components. We have contracted with
B&W Clinch River, LLC (“B&W”), a subsidiary of the Babcock and Wilcox Co., to manufacture
upper and lower suspension assemblies, cap assemblies and column parts at this facility. B&W is
also responsible for assembling and balancing rotors, and procuring or manufacturing unclassified
metal parts.

Under contract arrangements with USEC, our suppliers are also helping to create the
manufacturing base for a revitalized U.S. nuclear fuel industry. A subsidiary of Alliant Techsystems
Inc., or ATK, is expanding facilities it has at the Allegany Ballistics Laboratory in Rocket Center,
West Virginia. It will produce the tall, carbon-fiber rotor tubes for the centrifuges. Major Tool &
Machine, Inc. has built a new automated production facility at its Indianapolis, Indiana, plant to
fabricate the steel casings for the machines and has delivered the first casings needed for the initial
cascade of AC100 machines. TBE has significantly expanded manufacturing capacity in Huntsville,
Alabama, to produce 540 gas centrifuge service modules for the ACP. These steel frame structures
hold valves, cabling, ductwork and electric supply. Each service module supports up to 20 AC100
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machines. Curtiss-Wright Electro-Mechanical Corporation of Cheswick, Pennsylvania, is providing
the motor drives that spin the centrifuge rotor at very high speeds. Honeywell Technology Solutions
is responsible for final assembly of the AC100 machines on site at the ACP.

Concurrent with our initial deployment of capacity for 3.8 million SWU per year, we are
analyzing the nuclear fuel market and other factors to determine the economics of adding additional
ACP capacity. Although we will need an amendment to our NRC license for any expansion of the
ACP, the environmental impact statement issued with our license contemplated the potential impact
of an expansion of the plant to approximately double its anticipated capacity. The manufacturing
infrastructure that we are putting into place to deploy the initial plant capacity will facilitate any
future expansion. Because an expansion would not require creating this manufacturing infrastructure
or another demonstration of the technology, the cost of any expansion is anticipated to be less than

the initial project.
Project Budget

In 2008, we established a baseline project budget of $3.5 billion following a thorough, bottom-up
review of the cost to build the ACP. This budget includes amounts already spent but does not include
financing costs or financial assurance related to decommissioning obligations. The expenditures to
date and budget at completion follow (in millions):

Cumulative Baseline
as of Project
December 31, Budget at
2008 Completion
Machine technology, lead cascade and program management.......... $361.2 $464.2
Machine manufacturing and assembly..........cccoeirimreenescriesncnnnnn. 389.7 1,592.5
Commercial PIANt.......coviiiiinieieeieninressteee sttt 422.2 1.442.1
Project development, deployment and construction................... $1.173.1 $3.498.8
Other costs:
(T TTE 17757 B 112 {0 Ao 25.0
Capitalized asset retirement Obligations ..........coceveeemeessesenrenseenss 13.0
Total ACP expenditures, including accruals...........ccococvevvcnecnn. $1.211.1
Amount expensed as part of advanced technology COSIS................... $542.1
Amount capitalized as part of construction work in progress.......... $601.8
Equipment, building and land used for manufacturing and plant...... $47.0
Depreciation and transfers ...t $(4.5)
Prepayments to suppliers for services not yet performed ................. $24.7

While our project budget includes some degree of embedded contingency with respect to cost
assumptions for labor and materials such as carbon steel and stainless steel, we remain subject to cost
escalation risk. We are working with our strategic suppliers primarily under cost-reimbursement
agreements. As we proceed with the project, we intend for contracts with suppliers to transition from
a cost-reimbursable model to a fixed-price or incentive-based model, as appropriate. However, if we
are not successful in obtaining fixed-price or incentive-based contracts in the timeframe we expect,
this could increase costs. We are also currently in discussions with our suppliers regarding a slow
down of spending during 2009 from what was planned under our baseline schedule, which will likely
increase the project cost as discussed below in “~ Capital Requirements”.
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Several key budget variables such as labor costs, the cost of raw materials to build the plant and
general inflation, are outside our control and difficult to forecast and increases in these variables
could increase costs. Our project budget assumes that certain cost savings are achieved through
value-engineering the AC100 machine. If we are not successful or these efforts take longer than we
expect, that could impact our schedule and/or increase costs.

If actual costs exceed the budget (including the built-in management reserve), and such costs
cannot otherwise be offset or financed, we may elect to deploy fewer centrifuge machines in the plant
to mitigate such potential cost growth. The modular nature of the plant construction permits normal
operation even if the scale is reduced from the current planned size. A reduced scale would reduce
the output of the plant absent offsetting improvements in machine performance.

Capital Requirements

We must still raise the remainder of the capital needed to build the ACP, and this has been and
will continue to be a focus of management. We do not believe public market financing for a large
capital project such as the ACP is available to us given current financial market conditions. We view
the DOE Loan Guarantee Program as the path for obtaining the debt financing to complete the
American Centrifuge project.

The DOE Loan Guarantee Program was created by the Energy Policy Act of 2005 and in
December 2007, federal legislation authorized funding levels available through September 30, 2009
of up to $2 billion for advanced facilities for the front end of the nuclear fuel cycle, which includes
uranium enrichment. DOE released its solicitation for the Loan Guarantee Program on June 30, 2008,
and we applied for $2 billion in funding in July 2008. Areva, a company majority owned by the
French government, also applied for funding under this program for a proposed plant in the U.S. and
is also being considered by DOE. Nonetheless, we believe that our project is ideally suited for the
Loan Guarantee Program and are seeking a selection of our project by DOE in the short term,
followed by an expeditious funding commitment and financial closing.

However, we have no assurance that our project will be selected to move forward in the program,
and if we are selected, it could still take an extended period for the loan guarantee and funding to be
finalized. Accordingly, we have initiated steps to conserve cash and reduce the planned escalation of
project construction and machine manufacturing activities until we gain greater clarity on potential
funding for the project through the DOE Loan Guarantee Program. In addition, on a parallel path, we
continue to evaluate potential third-party investment.

Our intent is to reduce our spending in 2009 to work within the combination of our expected funds
available through our cash from operations and available borrowings under our credit facility and
ensure that we have adequate liquidity for our ongoing operations. Under our deployment schedule
for the ACP, spending was expected to peak in 2009 with spending of approximately $800 million,
including a substantial ramp up in coming months with the hiring of plant construction workers and
preparing facilities that would provide key components for the AC100 centrifuge machines. Our
initial steps to slow the growth of project spending in 2009 include sharply reducing the planned
ramp up in hiring construction and craft workers for the ACP and deferring select procurements.
Engineering, procurement and construction (“EPC”) and machine manufacturing and assembly
(“MM&A”) activities represent approximately 75% of planned spending in 2009 and we are
targeting spending reductions in these areas. We are working with our EPC and MM&A suppliers,
such as Fluor, TBE, B&W and ATK, to identify and implement actions that can be taken to reduce
costs while minimizing the impact on project cost and schedule. We do not expect to reduce planned
spending during 2009 on machine technology activities such as the Lead Cascade test program and
operation of the AC100 cascade, which we view as critical near-term activities. As a potentially
offsetting benefit to our slow down of project activities, we will also be looking for opportunities to
reduce concurrency in our schedule, which could lower the overall risk of the project. For example,
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concurrency would be reduced if we are able to take more time to optimize the AC100 design before
we commence high volume manufacturing.

Our baseline schedule called for beginning commercial operations at the end of the first quarter of
2010, and reaching 1 million SWU capacity in the first quarter of 2011 and the full 3.8 million SWU
capacity at the end of 2012. Our decision to slow spending until a funding decision is made by the
DOE Loan Guarantee Program will likely increase the cost and extend the schedule for the project.
The potential cost and schedule impact is highly uncertain at this point and we are working with our
suppliers to evaluate and minimize the impact. At the same time, we are actively pursuing action by
the DOE Loan Guarantee Program so that we can minimize the duration of any slow down and its
effect on cost and schedule. Our ability to achieve the 3.8 million SWU production capacity may be
limited by capital constraints and potential project cost increases, including as a result of our decision
to slow project spending. In such circumstances, achieving the full 3.8 million SWU capacity may
be delayed until additional capital from project cash flow from operations or other funding becomes
available. As we gain greater clarity on potential funding through the DOE Loan Guarantee Program
and plan and coordinate with our strategic suppliers, we will be better able to quantify changes to
cost and schedule. We are currently engaged with suppliers in a bottom-up analysis and we do not
expect to be in a position to provide an update on the potential impact on cost and schedule until after
the first quarter of 2009.

As part of this process, we are planning and coordinating with our strategic suppliers regarding
various scenarios based on availability of DOE funding, which could include additional reductions in
spending from those currently being considered. If we continue to lack visibility into the receipt of
loan guarantee funding, we might need to more drastically reduce procurements and staff, which
would be more difficult to recover from and would lead to more significant delays and increased
costs. We could also determine to take other actions to ensure that we have adequate liquidity for our
ongoing operations. Further details are provided in Item 1A, “Risk Factors” of this report.

Project Milestones under the 2002 DOE-USEC Agreement

The 2002 DOE-USEC Agreement, as amended in January 2009, provides that we will develop,
demonstrate and deploy the American Centrifuge technology in accordance with 15 milestones as
follows:

Milestones under Milestone Achievemén_t
2002 DOE-USEC Agreement Date Date
Begin refurbishment of K-1600 centrifuge testing December 2002 December 2002
facility in Oak Ridge, Tennessee
Buiid and begin testing a centrifuge end cap January 2003 January 2003
Submit license application for Lead Cascade to NRC April 2003 February 2003
NRC dockets Lead Cascade application June 2003 March 2003
First rotor tube manufactured - November 2003 September 2003
Centrifuge testing begins : January 2005 January 2005
Submit license application for commercial plant to March 2005 August 2004
NRC
NRC dockets commercial plant application May 2005 October 2004
Begin Lead Cascade centrifuge manufacturing June 2005 April 2005
Begin commercial plant construction and June 2007 May 2007
refurbishment
Lead Cascade operational and generating product October 2007 October 2007
assay in a range usable by commercial nuclear power
plants
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(continued)

Milestones under Milestone Achievement
2002 DOE-USEC Agreement . Date Date
Secure firm financing commitment(s) for the November 2009

construction of the commercial American Centrifuge
Plant with an annual capacity of approximately 3.5

million SWU per year

Begin commercial American Centrifuge Plant August 2010
operations

Commercial American Centrifuge Plant annual November 2011

capacity at 1 million SWU per year

Commercial American Centrifuge Plant annual May 2013
capacity of approximately 3.5 million SWU per year

We believe our ability to meet the November 2009 financing milestone is dependent upon our
obtaining a commitment for a loan guarantee from DOE, the receipt and timing of which is uncertain.

Until we have met the November 2009 financing milestone, DOE has full remedies under the
2002 DOE-USEC Agreement. However, if a delaying event beyond our control and without our fault
or negligence occurs that would affect our ability to meet a milestone, we and DOE will jointly meet
to discuss in good faith possible adjustments to the milestones as appropriate to accommodate the
delaying event. Once we have met the November 2009 financing milestone, DOE’s remedies under
the 2002 DOE-USEC Agreement are limited to those circumstances where our gross negligence in
project planning and execution is responsible for schedule delays or in the circumstance where we
constructively or formally abandon the project or fail to diligently pursue the financing
commitment(s).

The 2002 DOE-USEC Agreement provides DOE with specific remedies if we fail to meet a
milestone that would materially impact our ability to begin commercial operations of the American
Centrifuge Plant on schedule. These remedies include terminating the 2002 DOE-USEC Agreement,
revoking our access to DOE’s U.S. centrifuge technology and requiring us to transfer our rights in
the American Centrifuge technology and facilities to DOE, requiring us to reimburse DOE for certain
costs associated with the American Centrifuge project, and recommending that we be removed as the
sole U.S. Executive Agent under the Megatons to Megawatts program.

Corporate Structure

In September 2008 we created four wholly owned subsidiaries to carry out future commercial
activities related to the American Centrifuge project. We anticipate that these subsidiaries will own
the American Centrifuge Plant and equipment, provide operations and maintenance services,
manufacture centrifuge machines and conduct ongoing centrifuge research and development. This
corporate structure will separate ownership and control of centrifuge technology from ownership of
the enrichment plant and also establish a separate operations subsidiary. This structure will facilitate
DOE loan guarantee financing and potential third-party investment, while also facilitating any future
plant expansion.

18



NRC Operating License

We have an NRC license to possess and use radioactive material at the American Centrifuge
Demonstration Facility that expires in August 2011. In April 2007 the NRC issued a license to
construct and operate the American Centrifuge Plant, and we began construction of the American
Centrifuge Plant in May 2007. Our construction and operating license is for a term of 30 years and
includes authorization to enrich uranium toa U 235 assay of up to 10%. Our license is based on a plant
designed with an initial annual production capacity of 3.8 million SWU. Although we will need an
amendment to our NRC license for any significant expansion of the American Centrifuge Plant, the
environmental report submitted with our license application and the environmental impact statement
issued by the NRC contemplated the potential expansion of the plant to approximately double the
currently expected capacity.

American Centrifuge Plant Lease

We lease the facilities in Piketon for the American Centrifuge Plant from DOE. The process
buildings that will house the cascades of centrifuges encompass more than 14 acres under roof. The
Jease for these facilities and other support facilities is a stand-alone amendment to our lease with
DOE for the gaseous diffusion plant facilities in Piketon and in Paducah. The initial term was
through June 2009, and on February 2, 2009, we renewed it for an additional term of five years
through June 2014. We have the option to extend the lease term for additional five-year terms up to
2043. Thereafter, we also have the right to extend the lease for up to an additional 20 years, through
2063, if we agree to demolish the existing buildings leased to us after the lease term expires. We
have the option, with DOE’s consent, to expand the leased property to meet our needs until the
earlier of September 30, 2013 or the expiration or termination of the GDP lease. Rent is based on the
cost of lease administration and regulatory oversight and is approximately $1.6 million per year. We
may terminate the lease upon three years’ notice. DOE may terminate for default, including default
under the 2002 DOE-USEC Agreement.

Financial Assurance for Decontamination and Decommissioning

We own all capital improvements at the American Centrifuge Plant and, unless otherwise
consented to by DOE, must remove them by the conclusion of the lease term. This provision is unlike
the lease of our gaseous diffusion plants where we may leave the property in an “as is” condition at
termination of the lease. DOE generally only remains responsible for pre-existing conditions of the
American Centrifuge leased facilities. At the conclusion of the 36-year lease period in 2043,
assuming no further extensions, we are obligated to return these leased facilities to DOE in a
condition that meets NRC requirements and in the same condition as the facilities were in when they
were leased to us (other than due to normal wear and tear). We are required to provide financial
assurance to the NRC incrementally based on facility construction and centrifuge installation. We are
also required to provide financial assurance to DOE in an amount equal to our current estimate of
costs to comply with lease turnover requirements, less the amount of financial assurance required of
us by the NRC for decontamination and decommissioning (“D&D”). As of December 31, 2008, we
have provided financial assurance to the NRC and DOE in the form of surety bonds totaling $57.7
million that supports construction progress. The surety bonds are partially collateralized with
interest-earning cash deposits.

The financial assurance requirements will increase each year commensurate with the status of
facility construction and operations. As part of our license to operate the American Centrifuge Plant,
we provide the NRC with a projection of the total D&D cost. The current estimate of the total D&D
cost related to the NRC is $377.3 million in 2008 dollars, and the projected total incremental lease
turnover cost related to DOE is estimated to be $25.5 million in 2008 dollars. Financial assurance
will also be required for the disposition of depleted uranium generated from future centrifuge

operations.
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Asset Retirement Obligations

D&D requirements for the American Centrifuge Plant create asset retirement obligations. As
construction of the American Centrifuge Plant takes place, the present value of the related asset
retirement obligation is recognized as a liability. An equivalent amount is recognized as part of the
capitalized asset cost. The liability is accreted, or increased, over time for the time value of money.
The accretion is charged to cost of sales. Upon commencement of commercial operations, the asset
cost will be depreciated over the shorter of the asset life or the expected lease period.

During each reporting period, we reassess and revise the estimate of asset retirement obligations
based on construction progress, cost evaluation of future D&D expectations, and other judgmental
considerations which impact the amount recorded in both construction work in progress and other
long-term liabilities. Our asset retirement obligation liability balance as of December 31, 2008 was
$13.7 million. Cost of sales in 2008 includes accretion of the asset retirement obligation of $0.5

million.
DOE Technology License

In December 2006, USEC and DOE signed an agreement licensing U.S. gas centrifuge technology
to USEC for use in building new domestic uranium enrichment capacity. We will pay royalties to the
U.S. government on annual revenues from sales of LEU produced in the American Centrifuge Plant.
The royalty ranges from 1% to 2% of annual gross revenue from these sales. Payments are capped at
$100 million over the life of the technology license.

Risks and Uncertainties

The successful construction and operation of the American Centrifuge Plant is dependent upon a
number of factors, including the availability and timing of financing, performance of the American
Centrifuge technology, overall cost and schedule, and the achievement of milestones under the 2002
DOE-USEC Agreement. Risks and uncertainties related to the American Centrifuge Plant are
described in further detail in Item 1A, “Risk Factors™.

Nuclear Regulatory Commission — Regulation

Our operations are subject to regulation by the NRC. The Paducah and Portsmouth GDPs are
regulated by and are required to be recertified by the NRC every five years. In 2008, the NRC
granted a renewal of the certifications for the five-year period ending December 2013. The
recertification represents NRC’s determination that the plants are in compliance with NRC safety,
safeguards and security regulations. The NRC also regulates our operation of the American
Centrifuge Demonstration Facility and the construction of the American Centrifuge Plant.

The NRC has the authority to issue notices of violation for violations of the Atomic Energy Act of
1954, NRC regulations, and conditions of licenses, certificates of compliance, or orders. The NRC
has the authority to impose civil penalties for certain violations of its regulations. We have received
notices of violation from NRC for violations of these regulations and certificate conditions. However,
in each case, we took corrective action to bring the facilities into compliance with NRC regulations.
We do not expect that any proposed notices of violation we have received will have a material
adverse effect on our financial position or results of operations.

Our operations require that we maintain security clearances that are overseen by the NRC and
DOE in accordance with the National Industrial Security Program Operating Manual. These security
clearances could be suspended or revoked if we are determined by the NRC to be subject to foreign
ownership, control or influence. In addition, statute and NRC regulations prohibit the NRC from
issuing any license or certificate to us if it determines that we are owned, controlled or dominated by
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an alien, a foreign corporation, or a foreign government.

Environmental Compliance

Our operations are subject to various federal, state and local requirements regulating the discharge
of materials into the environment or otherwise relating to the protection of the environment. Our
operations generate low-level radioactive waste that is stored on-site or is shipped off-site for
disposal at commercial facilities. In addition, our operations generate hazardous waste and mixed
waste (i.e., waste having both a radioactive and hazardous component), most of which is shipped off-
site for treatment and disposal. Because of limited treatment and disposal capacity, some mixed
waste is being temporarily stored at DOE’s permitted storage facilities at the Portsmouth GDP. We
have entered into a consent decree with the State of Ohio that permits the continued storage of mixed
waste at DOE’s permitted storage facilities and provides for a schedule for sending the waste to off-
site treatment and disposal facilities. We previously had entered into a consent decree with the State
of Kentucky, which was terminated in 2007 upon satisfaction of our obligations under the consent

decree.

Our operations generate depleted uranium that is stored at the plants. Depleted uranium is a result
of the uranium enrichment process where the concentration of the U 23 jsotope in depleted uranium
is less than the concentration of .711% found in natural uranium. All liabilities arising out of the
disposal of depleted uranium generated before J uly 28, 1998 are direct liabilities of DOE. The USEC
Privatization Act requires DOE, upon our request, to accept for disposal the depleted uranium
generated after the July 28, 1998 privatization date provided we reimburse DOE for its costs.

The gaseous diffusion plants were operated by agencies of the U.S. government for approximately
40 years prior to July 28, 1998. As a result of such operation, there is contamination and other
potential environmental liabilities associated with the plants. The Paducah GDP has been designated
as a Superfund site under CERCLA, and both the Paducah and Portsmouth GDPs are undergoing
investigations under the Resource Conservation and Recovery Act. Environmental liabilities
associated with plant operations prior to July 28, 1998 are the responsibility of the U.S. government,
except for liabilities relating to the disposal of certain identified wastes generated by USEC and
stored at the plants. The USEC Privatization Act and the lease for the plants provide that DOE
remains responsible for decontamination and decommissioning of the gaseous diffusion plants.

As described above under “Business and Properties — The American Centrifuge Plant — Financial
Assurance for Decommissioning”, we will be responsible for the decontamination and
decommissioning of the American Centrifuge Plant.

Reference is made to Management’s Discussion and Analysis of Financial Condition and Results
of Operations and note 15 to the consolidated financial statements for information on operating costs
relating to environmental compliance.

Occupational Safety and Health

Our operations are subject to regulations of the Occupational Safety and Health Administration
governing worker health and safety. We maintain a comprehensive worker safety program that
establishes high standards for worker safety, directly involves our employees and monitors key
performance indicators in the workplace environment.
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Competition and Foreign Trade

The highly competitive global uranium enrichment industry has four major producers of LEU:
« USEC,

*  Urenco, a consortium of companies owned or controlled by the British and Dutch
governments and by two private German utilities,

*  amultinational consortium controlled by Areva, a company principally owned by
the French government, and

* the Russian government’s State Atomic Energy Corporation (“Rosatom’), which
sells LEU through TENEX, a Russian government-owned entity.

Two of our three major competitors, Urenco and Areva, own a joint venture called the Enrichment
‘Technology Company, which develops and manufactures centrifuge machines for both owners.
There are also smaller producers of LEU in China, Japan and Brazil that primarily serve a portion of
their respective domestic markets.

Global LEU suppliers compete primarily in terms of price and secondarily on reliability of supply
and customer service. We believe that customers are attracted to our reputation as a reliable long-
term supplier of enriched uranium, and we intend to continue strengthening this reputation with the
planned transition to the American Centrifuge Plant.

USEC and Areva currently use the gaseous diffusion process to produce LEU and are constructing
centrifuge enrichment plants to replace their gaseous diffusion production. Urenco and Rosatom
already use centrifuge technology. Gaseous diffusion plants generally have higher operating costs
than gas centrifuge plants due to the significant amounts of electric power required by the gaseous
diffusion process.

We estimate that the enrichment industry market is currently about 45 million SWU per year. In
the past five years, we have delivered LEU containing 10 to 13 million SWU per year, of which
approximately 5.5 million SWU per year was obtained by us under the Russian Contract.

Urenco publicly stated in 2008 that its European enrichment facilities would reach an annual
capacity of 11 million SWU by the end of 2008. Louisiana Energy Services (“LES”), a group
controlled by Urenco, is constructing a gas centrifuge uranium enrichment plant in Lea County,
New Mexico. LES operations are expected to begin in the second half of 2009. Full capacity of
3 million SWU per year is expected in 2013. In November 2008, LES announced its plans to seek a
license amendment to increase its planned capacity to 5.9 million SWU by 2015. Urenco’s
announced plans call for total capacity, including LES, of 18 million SWU by the end of 2015.

Areva is constructing a centrifuge enrichment plant to replace its Georges Besse gaseous diffusion
plant in France. Initial production is expected in 2009 and full capacity of 7.5 million SWU per year
is expected by 2016. In addition, Areva announced in December 2008 that it submitted a license
application to the NRC to build its proposed Eagle Rock centrifuge uranium enrichment plant near
Idaho Falls, Idaho. Areva’s plan calls for initial production in 2014 with a targeted production rate of
3 million SWU per year reached in 2019.

Areva and Urenco’s European centrifuge enrichment facilities, as well as their plants under

construction or proposed in the U.S., use or will use centrifuge machines supplied by the Enrichment
Technology Company.
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All of our current competitors are owned or controlled, in whole or in part, by foreign
governments. These competitors may make business decisions in both domestic and international
markets that are influenced by political or economic policy considerations rather than exclusively by

commercial considerations.

In addition, GE Hitachi has an agreement with Silex Systems Limited, an Australian company, to
license Silex’s laser enrichment technology. USEC funded research and development of the Silex
technology for several years but terminated the arrangement in April 2003 to focus on the American
Centrifuge technology. GE Hitachi has begun a phased development process with the goal of
constructing a commercial enrichment plant in Wilmington, North Carolina with a target capacity of
between 3.5 million and 6 million SWU per year. Activities are currently focused on a test loop
facility to determine performance and reliability data, which could be used to make a decision on
whether or not to proceed with the construction of a commercial plant.

In addition to enrichment, LEU may be produced by downblending government stockpiles of
highly enriched uranium. Governments control the timing and availability of highly enriched
uranium released for this purpose, and the release of this material to the market could impact market
conditions. We have been the primary supplier of downblended highly enriched uranium made
available by the U.S. and Russian governments. To the extent LEU from downblended highly
enriched uranium are released into the market in future years for sale by others, these quantities
would represent a source of competition. In December 2008, DOE published a plan for the multi-year
disposition of its excess uranium inventories, including the downblending of 12.1 metric tons of
highly enriched uranium to produce about 220 metric tons of LEU (containing roughly 1.5 million
SWU), of which about 170 metric tons could be used for a general or special-purpose inventory for
DOE. In the plan, DOE stated its intention to minimize any material adverse impacts on the domestic
uranium mining, conversion and enrichment industries.

LEU that we supply to foreign customers is exported under the terms of international agreements
governing nuclear cooperation between the United States and the country of destination or other
entities. For example, exports to countries comprising the European Union take place within the
framework of an agreement for cooperation (the “EURATOM Agreement”) between the United
States and the European Atomic Energy Community, which, among other things, permits LEU to be
exported from the United States to the European Union for as long as the EURATOM Agreement is

in effect.
Government Investigation of LEU Imports from France

In 2001, the U.S. Department of Commerce (“DOC”) determined that French enricher Eurodif,
S.A., a consortium controlled by Areva, had dumped LEU into the United States, and in 2002, the
DOC imposed antidumping and countervailing duty (anti-subsidy) orders on imports of LEU
produced in France. These orders were challenged by Eurodif and certain U.S. utilities. As a result of
these challenges, the countervailing duty order was revoked in May 2007. The antidumping order

remains in place.

In 2005, the U.S. Court of Appeals for the Federal Circuit (“Federal Circuit™) concluded that
imports of French LEU pursuant to enrichment services transactions were not subject to the
antidumping law because such transactions involved a sale of “services” rather than a sale of
merchandise. Both the U.S. government and USEC sought reversal of the Federal Circuit decision
and, in February 2008, we and the Solicitor General of the United States, joined by the general
counsels of the Commerce, Defense, Energy and State Departments, appealed the Federal Circuit’s
decision to the U.S. Supreme Court. On January 26, 2009, the U.S. Supreme Court in a unanimous
ruling overturned the Federal Circuit’s 2005 decision. This ruling gives the DOC the ability to
enforce its dumping finding against all imports of French LEU, regardless of the form of contract

involved.
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In January 2007, the DOC and the U.S. International Trade Commission (“ITC”) initiated five-
year “sunset reviews” of the antidumping order against French LEU to determine if the order should
remain in place. The DOC determined that termination of the antidumping order would likely lead to
a continuation or recurrence of dumping of French LEU, and the ITC determined that termination of
the order would likely lead to a continuation or recurrence of material injury to the U.S. enrichment
industry. We supported both of these outcomes.

The DOC’s and ITC’s final results in the sunset review have been challenged before the U.S.
Court of International Trade (“CIT”), as has the ITC’s original material injury determination made in
2002 and determinations made by the DOC in past annual reviews of imports under the antidumping
order. The issues in these appeals are separate from the decision of the U.S. Supreme Court (see
above) and therefore, the appeals of the DOC and ITC sunset review and original injury
determinations before the CIT are still pending. A reversal of either the ITC’s original material injury
determination or the DOC or ITC determinations in either of the sunset review proceedings could
result in the revocation of the antidumping duty order at some point in the future and a reversal of the
DOC determinations in past annual reviews could result in the reduction or elimination of
antidumping duties. If the order is revoked or antidumping duties are significantly reduced or
eliminated, the absence of any limitation on dumped French LEU could adversely affect market
prices for SWU and result in lost sales by us.

Limitations on Imports of LEU from Russia

Imports of LEU and other uranium products produced in the Russian Federation are subject to
quotas imposed under legislation enacted into law in September 2008 and under the 1992 Russian
Suspension Agreement.

The legislation enacted in September 2008 imposes annual quotas on imports of Russian LEU
through 2020. From 2008-2011, the quotas only permit a small amount of LEU to be imported. The
quotas increase moderately in 2012 and 2013, and then from 2014-2020 are set at an amount equal to
approximately 20% of projected annual U.S. consumption of LEU. These quotas are substantially
similar to the quotas established under the amendments to the Russian Suspension Agreement
discussed below. However, the legislation also includes the possibility of expanded quotas of up to
an additional 5% of the domestic market annually beginning in 2014 if the Russian Federation
continues to downblend highly enriched uranium after the Russian Contract is complete. As with the
‘amendment to the Russian Suspension Agreement, the legislation also permits unlimited imports of
LEU for use in initial cores for any newly licensed U.S. nuclear reactor.

Prior to being amended in 2008, the Russian Suspension Agreement precluded the export of LEU
(other than LEU under the Russian Contract) from Russia to the United States for consumption in the
United States. On February 1, 2008, the DOC and Rosatom signed an amendment to the Russian
Suspension Agreement that permits the Russian government to sell a stockpile of LEU containing
about 400,000 SWU located in the United States, and establishes annual export quotas for the sale of
Russian uranium products to U.S. utilities starting in 2011. In 2021, the suspended investigation (and
the Russian Suspension Agreement) will be terminated and the export quotas will no longer apply.
The September 2008 legislation provides that it supersedes the Russian Suspension Agreement in
cases where they conflict.
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Employees

A summary of our employees by location follows:
No. of Employees

at December 31,

Location 2008 2007
Paducah GDP Paducah, KY 1,172 1,169
Portsmouth GDP Piketon, OH 1,156 1,147

American Primarily Oak Ridge, TN

Centrifuge and Piketon, OH 00 397
NAC Primarily Norcross, GA 62 63
Headquarters Bethesda, MD 88 90
Total Employees 2,978 2,866

The United Steelworkers (“USW?”) and the Security, Police, Fire Professionals of America
(“SPFPA”) represented 54% of the employees at the GDPs at December 31, 2008. The number of
employees represented and the term of each contract follows:

Number of Contract
Employees Term
Paducah GDP:
USW Local 5-550 ....coovvereerccicccninnas 567 July 2011
SPFPA Local 111...ieenirerccicecnnnnee 76 March 2012
Portsmouth GDP:
USW Local 5-689....uueevereriirieenecrenenene 517 May 2010
SPFPA Local 66.......cccccevceviimunneniennnns 99 August 2012

In January 2008, we entered into an agreement with the USW and USW Local 5-689 resolving
issues related to the scope of the existing collective bargaining agreement at the Portsmouth GDP and
providing a path forward for labor relations at the American Centrifuge Plant. The agreement
recognizes that the existing Portsmouth GDP collective bargaining agreement does not apply to the
American Centrifuge Plant. The agreement provides a hiring preference for qualified USW-
represented workers who apply for new jobs created by us for the American Centrifuge Plant. It also
provides American Centrifuge Plant workers with an opportunity to decide on union representation
through an expedited election conducted by the National Labor Relations Board. The agreement
states that we will remain neutral in a union organizing campaign but will recognize the USW if a
majority of eligible ACP employees elect to join the union.
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Available Information

Our internet website is www.usec.com. We make available on our website, or upon request,
without charge, access to our annual report on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K, and amendments to those reports filed with, or furnished to, the Securities and
Exchange Commission, pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended, as soon as reasonably practicable after such reports are electronically filed with, or
furnished to, the Securities and Exchange Commission.

Our code of business conduct provides a brief summary of the standards of conduct that are at the
foundation of our business operations. The code of business conduct states that we conduct our
business in strict compliance with all applicable laws. Each employee must read the code of business
conduct and sign a form stating that he or she has read, understands and agrees to comply with the
code of business conduct. A copy of the code of business conduct is available on our website or upon
request without charge. We will disclose on the website any amendments to, or waivers from, the
code of business conduct that are required to be publicly disclosed.

We also make available free of charge, on our website, or upon request, our Board of Directors
Governance Guidelines and our Board committee charters.
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Item 1A. Risk Factors

Investors should carefully consider the risk factors below, in addition to the other information
in this Annual Report on Form 10-K.

The long-term viability of our business depends on our ability to replace our current enrichment
facility with the American Centrifuge Plant.

We currently use a gaseous diffusion uranium enrichment technology at the Paducah gaseous
diffusion plant (“Paducah GDP”) for approximately one-half of the LEU that we need to meet our
delivery obligations to our customers and to generate uranium through underfeeding to satisfy our
obligations under the Russian Contract. However, our competitors utilize or are in the process of
transitioning to centrifuge uranium enrichment technology. Centrifuge technology is more efficient
and operationally cost-effective than gaseous diffusion technology, which requires substantial
amounts of electric power to enrich uranium. We must transition to a lower operating cost
technology in order to remain competitive in the long term and one that is less dependent on volatile
energy markets.

We are focused on developing and deploying an advanced uranium enrichment centrifuge
technology, which we refer to as the American Centrifuge technology, as a replacement for our
gaseous diffusion technology. We are not currently pursuing any strategies to replace our gaseous
diffusion operations with alternatives other than the American Centrifuge Plant (“ACP”). The
construction and deployment of the ACP is a large and capital-intensive undertaking that is subject to
numerous risks and uncertainties. If we are unable to successfully and timely deploy the ACP on a
cost-effective basis, due to the risks and uncertainties described in this section or for any other
reasons, our gross profit margins, cash flows, liquidity and results of operations would be materially
and adversely affected and our business likely would not remain viable over the long term.

Delays in our deployment of the American Centrifuge technology could adversely affect the overall
economics, ability to finance and the likelihood of successful deployment of the ACP.

Our baseline deployment schedule calls for beginning commercial plant operations at the end of
the first quarter of 2010, and having the full 3.8 million SWU capacity at the end of 2012. However,
our recent decision to slow down project spending during 2009 in order to conserve cash will likely
delay this schedule, and the delay could be significant. We have also experienced a delay in our
timetable for operation of the initial AC100 cascade as part of our Lead Cascade test program as a
result of start-up issues in the transfer of technology to our suppliers. This could also impact our
overall schedule. We have also experienced delays in the past from a variety of factors, including the
failure of certain materials to meet specifications, performance problems with, and failures of, certain
centrifuge components and the time-consuming process of ensuring compliance with regulatory
requirements. Our efforts to reduce the centrifuge machine cost through value engineering have been
delayed due to our focus on resolving issues related to component performance that arose during
Lead Cascade testing and we have continued to be unable to devote the necessary resources to value
engineering based on other competing factors, which impacts cost.
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As a result of these and other factors, including factors and circumstances similar to those that
have delayed us in the past, we may be unable to meet our baseline project schedule or any revised
schedule. Significant delays in our schedule could:

* increase our costs for the project, both on an overall basis and in terms of the
incremental costs we must incur to recover from delays,

* cause us to fail to meet a milestone under the 2002 DOE-USEC Agreement leading
DOE to exercise the remedies described in the risk factor relating to the 2002 DOE-
USEC Agreement,

* make it more difficult for us to attract and retain customers and adversely affect our
ability to compete with other enrichment plants being built in the U.S., and

* extend the time under which we are contractually or otherwise required to continue to
operate our high-cost Paducah GDP.

Any of these outcomes could substantially reduce our revenues, gross profit margins, liquidity and
cash flows and adversely affect the overall economics, ability to finance and the likelihood of
successful deployment of the ACP. This would have a material adverse impact on our business and
prospects because we believe the long-term viability of our business depends on the successful
deployment of the ACP.

Our baseline deployment schedule and budget for the ACP are challenging. To minimize potential
schedule delays, we have made, and expect to continue to make, key decisions, including decisions to
expend or commit to expend large amounts of capital and resources, before we have financing to
complete the ACP and before we have received all relevant centrifuge machine performance data and
confirmation of the American Centrifuge project’s costs, schedule and overall viability.

If we are not able to obtain timely action from DOE regarding a loan guarantee or an alternate
capital commitment, we will need to take additional steps to implement further spending
reductions with respect to the American Centrifuge project.

We must raise capital to complete the ACP. We do not believe public market financing for a large
capital project such as the ACP is available to us given current financial market conditions. We view
the DOE Loan Guarantee Program as the path for obtaining the debt financing to complete the
American Centrifuge project. We believe that timely action by DOE regarding a loan guarantee is
critical. We have initiated steps to slow down spending on the project in 2009 and reduce the planned
escalation of project construction and machine manufacturing activities until we gain greater clarity
on potential funding for the project through the DOE Loan Guarantee Program. Our decision to slow
spending until a funding decision is made by the DOE Loan Guarantee Program will likely increase
the cost and extend the schedule for the project. We are planning and coordinating with our strategic
suppliers regarding various scenarios based on availability of DOE funding, which could include
additional reductions in spending from those currently being considered. If we continue to lack
visibility into the receipt of loan guarantee funding, we might need to more drastically reduce
procurements and staff, which would be more difficult to recover from and would lead to more
significant delays and increased costs and potentially make the project uneconomic. We could also be
forced to take other actions, including terminating the project. Termination of the ACP would have a
material adverse impact on our business and prospects because we believe the long-term viability of
our business depends on the successful deployment of the American Centrifuge Plant.

The Loan Guarantee Program was created by the Energy Policy Act of 2005 and in December
2007, federal legislation authorized funding levels through September 30, 2009 of up to $2 billion for
advanced facilities for the front end of the nuclear fuel cycle, which includes uranium enrichment.
DOE released its solicitation for the Loan Guarantee Program on June 30, 2008, and we applied for
$2 billion in funding in July 2008. Our application is under review by DOE. We cannot give any
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assurance that we will be selected or that we will receive a DOE loan guarantee at all or in the
amount or the timeframe we seek. The Loan Guarantee Program is a competitive process. Areva, a
company majority owned by the French government, also has applied for funding under the program
for a proposed plant in the U.S. and is being considered by DOE. This could adversely affect the
timing and amount of funding awarded to us, if any. Schedule delays, cost increases, or issues that
may arise with respect to the American Centrifuge technology could all adversely affect our
perceived creditworthiness and likelihood of selection for a DOE loan guarantee.

DOE has not yet issued any commitments or loan guarantees under the Loan Guarantee Program,
including from an initial solicitation in August 2006 (that did not apply to nuclear projects) and has
not provided a timeline for the process from solicitation to being granted a loan guarantee. The
change in Administration also has added delay to the process. Funding under the program is only
authorized until September 30, 2009.

We also cannot give any assurances that if we are selected to proceed with negotiations under the
Loan Guarantee Program that sufficient fands will be allocated to our project. We have requested a
loan guarantee for $2 billion, which is the entire amount authorized in the solicitation for front-end
nuclear facilities and Areva’s competing project also is seeking the full $2 billion.

On a parallel path, we continue to evaluate potential third-party investment; however, we cannot
assure you that we will be able to attract the capital we need to complete the American Centrifuge
project in a timely manner or at all.

Factors that could affect our ability to obtain financing or the cost of such financing include:

« the success of our demonstration of the American Centrifuge technology and the
estimated costs, efficiency, timing and return on investment of the deployment of the
American Centrifuge Plant (described below),

our ability to secure long-term SWU purchase commitments from customers on
satisfactory terms, including adequate prices,
e  our ability to get loan guarantees or other support from the U.S. government,

«  competition for financing or loan guarantees from another uranium enrichment
project and nuclear-related projects generally,

+ the level of success of our current operations,

*  SWU prices,
e USEC’s perceived competitive position and investor confidence in our industry and
inus,

» projected costs for the disposal of depleted uranium and the decontamination and
decommissioning of the American Centrifuge Plant, and the impact of related
financial assurance requirements,

e additional downgrades in our credit rating,
» market price and volatility of our common stock,
»  general economic and capital market conditions,

» conditions in energy markets,

» regulatory developments,

o our reliance on LEU delivered to us under the Russian Contract and uncertainty
regarding prices and deliveries under the Russian Contract, and

e restrictive covenants in the agreements governing our revolving credit facility and in
- our outstanding notes and any future financing arrangements that limit our operating
and financial flexibility.
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The centrifuge machines and supporting equipment that we deploy in the American Centrifuge
Plant may not meet our performance targets.

The ACP is expected to have an annual production capacity of 3.8 million SWU, which is based
on the expected performance of approximately 11,500 centrifuge machines and related equipment.
The expected output for the ACP is based on assumptions regarding performance and availability of
machines and related equipment and actual performance may be different than we expect. Factors
that can influence performance include:

» The success of our efforts to optimize the machine we expect to deploy in the ACP to
achieve 350 SWU per year;

o The performance and reliability of individual components built by our strategic suppliers;

» Our ability to successfully transition the technology to build AC100 machines to our
strategic suppliers; and

« Differences in actual commercial plant conditions from the conditions used to generate our
test data.

Our failure to achieve expected performance could affect the overall economics of the ACP and
our ability to finance and the likelihood of successful deployment of the ACP. This could have a
material adverse impact on our business and prospects.

We rely on third-party suppliers for key components for our AC100 machine and the American
Centrifuge Plant.

We rely on third-party suppliers for key American Centrifuge components. The failure of any of
our suppliers to provide their respective components as scheduled or at all or of the quality and the
precise specifications we need could result in substantial delays in, or otherwise materially hamper,
the deployment of the ACP. There are a limited number of potential suppliers for these key
components and finding alternate suppliers could be difficult, time consuming and costly. In
addition, because such suppliers are few and due to our dependence on them for key components, our
ability to obtain favorable contractual terms with these suppliers is limited. We have entered into and
expect to enter into future agreements with suppliers in which we bear certain cost, schedule and
performance risk. Although we will seek to manage these risks, we cannot provide any assurance that
we will be able to. This could result in cost increases and unanticipated delays. Our inability to
effectively integrate these suppliers and other key third-party suppliers could also result in delays and
otherwise increase our costs. Delays could also occur if we decide to search for alternate suppliers or
to self-perform certain items that we previously anticipated outsourcing to third-party suppliers.

The cost of the American Centrifuge project will likely exceed the baseline project budget and
increased costs and cost uncertainty could adversely affect our ability to finance and deploy the
American Centrifuge Plant.

In 2008, we established a baseline project budget for the ACP of $3.5 billion. This budget includes
amounts already spent but does not include financing costs or financial assurance. Through
December 31, 2008, we had spent $1.2 billion on the project, which leaves a going-forward cost of
$2.3 billion to complete the ACP.

The project budget is subject to cost risk. We are working with our strategic suppliers primarily
under cost-reimbursement agreements. As we proceed with the project, we intend for contracts with
suppliers to transition from a cost-reimbursable model to a fixed-price or incentive-based model, as
appropriate. However, if we are not successful in obtaining fixed-price or incentive-based contracts
in the timeframe we expect, this could increase costs. We are also currently in discussions with our
suppliers regarding a slowdown of spending during 2009 from what was originally planned, which
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will likely have an impact on the project cost. We are still in the early stages of planning and
coordinating with our strategic suppliers and the cost impact of any slowdown could be significantly
greater than we anticipate. We could also be forced to make a decision to more significantly slow
spending, which could result in more significant increased costs.

Several key budget variables such as labor costs, the cost of raw materials to build the plant and
general inflation, are outside our control and difficult to forecast and increases in these variables
could increase costs. Our project budget assumes that certain cost savings are achieved through value
engineering the AC100 machine. If we are not successful or these efforts take longer than we expect,
that could impact our schedule and/or increase costs.

Increases in the cost of the ACP increase the amount of external capital we must raise and could
threaten our ability to successfully finance and deploy the ACP. Our ability to achieve the 3.8 million
SWU plant capacity may be limited by capital constraints and potential project cost increases,
including as a result of our decision to slow project spending until a funding decision is made by the
DOE Loan Guarantee Program. In such circumstances, achieving the full 3.8 million capacity may
be delayed until additional capital from project cash flow from operations or other funding becomes
available. This could have an adverse affect on our ability to successfully deploy the ACP.

We cannot assure investors that costs associated with the ACP will not be materially higher than
anticipated or that efforts that we take to mitigate or minimize cost increases will be successful or
sufficient. Our cost estimates and budget for the ACP have been, and will continue to be, based on
many assumptions that are subject to change as new information becomes available or as unexpected
events occur. Regardless of our success in demonstrating the technical viability of the American
Centrifuge technology, uncertainty surrounding our ability to accurately estimate costs or to limit
potential cost increases could jeopardize our ability to successfully finance and deploy the ACP. Our
inability to finance and deploy the ACP would have a material adverse impact on our business and
prospects because we believe the long-term viability of our business depends on the successful
deployment of the ACP.

We are required to meet certain milestones under the 2002 DOE- USEC Agreement and our failure
to meet these milestones could cause DOE to exercise one or more remedies under the 2002 DOE-
USEC Agreement.

The 2002 DOE-USEC Agreement contains specific project milestones relating to the American
Centrifuge Plant. As amended in January 2009, the following four milestones remain under the 2002
DOE-USEC Agreement:

e November 2009 — Secure firm financing commitment(s) for the construction of the
commercial American Centrifuge Plant with an annual capacity of approximately 3.5 million
SWU per year (the “Financing Milestone”);

e August 2010 - begin commercial American Centrifuge Plant operations;

e November 2011 — commercial American Centrifuge Plant annual capacity at 1 million SWU
per year; and

e May 2013 — commercial American Centrifuge Plant annual capacity of approximately 3.5
million SWU per year.

We believe our ability to meet the Financing Milestone is dependent upon our obtaining a
commitment for a loan guarantee from DOE, the receipt and timing of which is uncertain. In order to
meet the Financing Milestone, we must (1) obtain debt or equity commitments by November 2009,
(2) such commitments together with USEC equity contributions, based on reasonable projections
acceptable to DOE, need to be sufficient to meet the estimated costs to construct the ACP with an
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annual capacity of approximately 3.5 million SWU per year, and (3) the commitments must, in the
reasonable judgment of DOE, be likely to close and fund by May 2010 or within nine months of such
commitments, whichever is earlier. Therefore, even if we are able to obtain a commitment for a loan
guarantee from DOE by November 2009 or earlier, DOE could still determine that we have not met
the Financing Milestone.

The dates of the August 2010, November 2011 and May 2013 milestones were set about five
months later than our baseline deployment schedule for the American Centrifuge Plant in order to
provide us with some flexibility in the case of an unanticipated delay. However, our recent decision
to slow down project spending during 2009 in order to conserve cash is likely to delay this schedule.
The amount of the delay is uncertain at this point and a delay of more than five months would impact
our ability to meet these milestones.

Until we have met the Financing Milestone, DOE has full remedies under the 2002 DOE-USEC
Agreement if we fail to meet a milestone that would materially impact our ability to begin
commercial operations of the American Centrifuge Plant on schedule. These remedies include
terminating the 2002 DOE-USEC Agreement, revoking our access to DOE’s U.S. centrifuge
technology that we require for the success of the American Centrifuge project and requiring us to
transfer our rights in the American Centrifuge technology and facilities to DOE, and requiring us to
reimburse DOE for certain costs associated with the American Centrifuge project. DOE could also
recommend that we be removed as the sole U.S. Executive Agent under the Megatons to Megawatts
program. Any of these actions could have a material adverse impact on our business and prospects.

The 2002 DOE-USEC Agreement provides that if a delaying event beyond our control and
without our fault or negligence occurs which would affect our ability to meet a milestone, we and
DOE will jointly meet to discuss in good faith possible adjustments to the milestones as appropriate
to accommodate the delaying event. However, in such circumstance we may not be able to reach an
agreement regarding possible adjustments or DOE may assert that a delaying event was not beyond
our control or without our fault or negligence. Uncertainty surrounding our ability to meet the
milestones under the 2002 DOE-USEC Agreement could also adversely affect our ability to obtain
financing for the American Centrifuge project.

Significant increases in the cost of the electric power supplied to the Paducah GDP have
materially increased our overall production costs and may, in the future, increase our cost of sales
to a level above the average prices we bill our customers.

Electric power constitutes approximately 70-75% of the production cost at the Paducah GDP. We
purchase most of our electric power for the Paducah GDP from the Tennessee Valley Authority
(“TVA”) under a multi-year power contract with TVA that expires in May 2012. The base price of
power under our power contract with TVA increases moderately each year through 2012. However,
our power costs under the contract are also subject to monthly adjustments to account for changes in
TVA’s fuel costs, purchased power costs, and related costs, which means that our actual power costs
could be greater than we anticipate. The impact of the fuel cost adjustment has been negative for
USEC, imposing an average increase over base contract prices of about 15% in 2008 and 8% in
2007. The fuel cost adjustment under the TVA contract in 2009 and beyond could be greater than we
experienced in 2008, and could also be very volatile. Factors that could affect TVA’s fuel and
purchased-power costs and the amount of the fuel cost adjustment include coal prices, purchased
power costs and hydroelectric power generation. We also purchase additional power for delivery
during the summer months at market prices, which is the time of the year when market prices tend to
be the highest.
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Higher costs for power put significant pressure on our business and will continue to do so unless
and until we are able to replace our existing gaseous diffusion operations with more efficient
centrifuge technology. Our competitors utilize or are in the process of transitioning to centrifuge
technology, which requires significantly less electric power than gaseous diffusion to enrich uranium.

Although we are currently signing new contracts with customers in which prices for future
deliveries are adjusted, in part, on the basis of changes in a power cost index, most of our sales
contracts do not include provisions that permit us to pass through increases in power prices to our
customers. As a result, our profit margins and cash flows under these older sales contracts are
significantly reduced by higher power costs. Additionally, profit margins under new sales contracts
that we enter into may be similarly impacted to the extent the adjustments in the power cost index are
not sufficient to account for increases in our power costs. Accordingly, if our power costs rise and
mitigating steps are unavailable or insufficient, production at the Paducah GDP could become
uneconomic, which will adversely affect the long-term viability of our business. Increases in our
power costs also reduce the value to us of underfeeding, which puts further upward pressure on our
production costs.

In accordance with the TVA power contract, we provide financial assurance to support our
payment obligations to TVA, including providing an irrevocable letter of credit and making weekly
prepayments based on TVA's estimate of the price and our usage of power. A significant increase in
the price we pay for power could increase the amount of this financial assurance, which could
adversely affect our liquidity and reduce capital resources otherwise available to fund the American

Centrifuge project.

Beginning June 1, 2010 through the expiration of the contract in May 2012, the quantity of power
available to us under the contract is reduced, which means we likely will be seeking to purchase
additional power, the price of which is uncertain. In addition, capacity and prices under the TVA
contract are only agreed upon through May 2012 and we have not yet contracted for power for
periods beyond that time. If we want to purchase power to operate the Paducah GDP beyond May
2012, we may be unable to reach an acceptable agreement and we are at risk for additional power
cost increases in the future.

Deliveries of LEU under the Russian Contract account for approximately one-half of our supply
mix and a significant delay or stoppage of deliveries could affect our ability to meet customer
orders and could pose a significant risk to our continued operations and profitability.

A significant delay in, or stoppage or termination of, deliveries of LEU from Russia under the
Russian Contract or a failure of the LEU to meet the Russian Contract’s quality specifications, could
adversely affect our ability to make deliveries to our customers. A delay, stoppage or termination
could occur due to a number of factors, including logistical or technical problems with shipments,
commercial or political disputes between the parties or their governments, or a failure or inability by
either party to meet the terms of the Russian Contract.

Because our annual LEU production capacity is less than our total delivery commitments to
customers, an interruption of deliveries under the Russian Contract could, depending on the length of
such an interruption, threaten our ability to fulfill these delivery commitments with adverse effects on
our reputation, costs, results of operations, cash flows and long-term viability. Depending upon the
reasons for the interruption and subject to limitations of liability and force majeure terms under our
sales contracts, we could be required to compensate customers for a failure or delay in delivery.

On February 13, 2009, we entered into an amendment to the Russian Contract to revise the pricing
methodology for delivery in calendar years 2010 through 2013. Approval of both the U.S.
government and the government of the Russian Federation is required for the amendment to become
effective. We are also awaiting the approval of the government of the Russian Federation regarding

33



the price for deliveries in calendar year 2009 under the Russian Contract. Failure or delay in
obtaining the required government approvals could have an adverse impact on our ability to receive
LEU in a timely manner in order to meet our delivery commitments.

The appointment of a substitute or additional executive agent pursuant to the U.S. government’s
compliance with the terms of the Executive Agent agreement under which USEC is designated the
U.S. Executive Agent would require that all or part of the fixed quantity of LEU available each year
under the Russian Contract be provided to the substitute or additional executive agent. This would
not only reduce our access to LEU under the Russian Contract, but would also create a significant
new competitor, which could impair our ability to meet our existing delivery commitments while
reducing our ability to bid for new sales. Reduced access to LEU under the Russian Contract could
also increase our costs and reduce our gross profit margins.

We depend on a single production facility in Paducah, Kentucky, for approximately one-half of
our LEU supply and significant or extended unscheduled interruptions in production could affect
our ability to meet customer orders and pose a significant risk to, or could significantly limit, our
continued operations and profitability.

Our annual imports of Russian LEU under the Russian Contract account for approximately one-
half of the total amount of LEU that we need to meet our delivery obligations to customers. In
addition, some customers do not permit us to deliver Russian LEU to them under their contracts with
us. Accordingly, our production at the Paducah GDP is needed to meet our annual delivery
commitments. An interruption of production at the Paducah GDP would result in a drawdown of our
inventories of LEU. Depending on the length and severity of the production interruption, we could
be unable to meet our annual delivery commitments, with adverse effects on our reputation, costs,
results of operations, cash flows and long-term viability. Depending upon the reasons for the
interruption and subject to limitations on our liability and force majeure terms under our sales
contracts, we also could be required to compensate customers for a failure or delay in delivery.

Production interruptions at the Paducah GDP could be caused by a variety of factors, such as:
» equipment breakdowns,

« interruptions of electric power, including those interruptions permitted under the TVA power
agreement, or an inability to purchase electric power at an acceptable price,

+ regulatory enforcement actions,
o labor disruptions,
 unavailability or inadequate supply of uranium feedstock,

« natural or other disasters, including seismic activity in the vicinity of the Paducah GDP,
which is located near the New Madrid fault line, or

o accidents or other incidents.

The Paducah GDP is owned by the U.S. government. Our rights to the plant are defined under a
lease agreement with DOE and the law that the lease agreement implements. Under the 2002 DOE-
USEC Agreement, we could lose our right to extend the lease of the Paducah GDP and could be
required to waive our exclusive right to lease the facility if we fail on more than one occasion within
specified periods to meet certain production thresholds and fail to cure the deficiency. In addition,
DOE could assume responsibility for operation of the Paducah GDP if we cease production at the
Paducah GDP and fail to recommence production within time periods specified in the 2002 DOE-
USEC Agreement. Without a lease to the Paducah GDP and absent access to other sources of LEU,
we would be unable to meet our annual delivery commitments to customers once our available
inventories were exhausted.
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Our ability to retain key executives and managers is critical to the success of our business.

The success of our business depends on our key executives, managers and other skilled personnel,
some of whom were involved in the development of our American Centrifuge technology and many
of whom have security clearances. We do not have employment agreements with our corporate
executives or American Centrifuge project managers or other key personnel nor do we have key man
life insurance policies for them. If our executives, managers or other key personnel resign, retire or
are terminated, or their service is otherwise interrupted, we may not be able to replace them in a
timely manner and we could experience significant declines in productivity and delays in the
deployment of our American Centrifuge project, on which the viability of our business depends.
Given the proprietary nature of our American Centrifuge technology, we are also at risk if key
American Centrifuge employees resign to work for a competitor.

The rights of our creditors under the documents governing our indebtedness may limit our
operating and financial flexibility.

Our revolving credit facility includes various operating and financial covenants that restrict our
ability, and the ability of our subsidiaries, to, among other things, incur or prepay other indebtedness,
grant liens, sell assets, make investments and acquisitions, consummate certain mergers and other
fundamental changes, make certain capital expenditures and declare or pay dividends or other
distributions. Complying with these covenants may make it more difficult for us to successfully
execute our business strategy. For example, these covenants could limit our use of the credit facility
for capital expenditures related to the American Centrifuge Plant. The revolving credit agreement
also requires that we maintain a minimum level of available borrowings and contains reserve
provisions that may reduce the available borrowings under the credit facility periodically.

Our failure to comply with obligations under the revolving credit facility or other agreements such
as the indenture governing our outstanding convertible notes, surety bonds, and the 2002 DOE-USEC
Agreement, or the occurrence of a “fundamental change” as defined in the indenture governing our
outstanding convertible notes or the occurrence of a “material adverse effect” as defined in our credit
facility, could result in an event of default under the credit facility. A default, if not cured or waived,
could permit acceleration of our indebtedness. We cannot be certain that we will be able to remedy
any default. If our indebtedness is accelerated, we cannot be certain that we will have funds available
to pay the accelerated indebtedness or that we will have the ability to refinance the accelerated
indebtedness on terms favorable to us or at all. In addition, our revolving credit facility matures in
August 2010. We cannot be certain that we will have funds available to repay the indebtedness
outstanding under the facility at that time and to replace any outstanding letters of credit under the
facility or that we will have the ability to refinance the revolving credit facility on terms favorable to

us or at all.
The current global financial crisis may adversely affect our liquidity, business and prospects.

The current global financial crisis - which has included, among other things, significant reductions
in available capital and liquidity from banks and other providers of credit, substantial reductions
and/or fluctuations in equity values worldwide, and concerns that the worldwide economy may enter
into a prolonged recessionary period - may adversely affect our liquidity, business and prospects.
The global financial crisis could result in an overall decrease in demand for electricity and
consequently decreased demand and increased price competition for LEU. This could adversely
affect our revenues and results of operations. The global financial crisis could also affect our
customers or potential customers’ access to capital, which could result in a delay or cancellation of
plans to build additional reactors, and otherwise affect the growth and outlook of the nuclear
industry. We could also face increased credit risk with respect to customer collections.
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The current global financial crisis could affect our ability to draw on our revolving credit facility
and therefore adversely affect our liquidity. Our access to funds under our revolving credit facility is
dependent on the ability of the banks that are parties to the facility to meet their funding
commitments. Those banks may not be able to meet their funding commitments to us if they
experience shortages of capital and liquidity or if they experience excessive volumes of borrowing
requests from borrowers within a short period of time. The current global financial market crisis
could also affect our ability to refinance our revolving credit facility when it matures in August 2010
and therefore adversely affect our liquidity.

The current global financial market crisis could also result in additional reductions in the fair
value of our pension and postretirement benefit plan assets and higher than expected net benefit costs
and additional future funding obligations, as described in note 10 to our consolidated financial
statements, which could adversely affect our financial condition and results of operations.

Changes in the price for SWU or uranium could affect our gross profit margins and ability to
service our indebtedness and finance the American Centrifuge project.

Changes in the price for SWU and uranium are influenced by numerous factors, such as:

* LEU and uranium production levels and costs in the industry,
*  supply and demand shifts,

* actions taken by governments to regulate, protect or promote trade in nuclear material,
including the continuation of existing restrictions on unfairly priced imports,

*  actions taken by governments to narrow, reduce or eliminate limits on trade in nuclear
material, including the decrease or elimination of existing restrictions on unfairly
priced imports,

e actions of competitors,

e exchange rates,

*  availability and cost of alternate fuels, and

e inflation.

The long-term nature of our contracts with customers delays the impact of any material change in
market prices and may prolong any adverse impact of low market prices on our gross profit margins.
For example, even as prices increase and we secure new higher-priced contracts, we are contractually
obligated to deliver LEU and uranium at lower prices under contracts signed prior to the increase. A
decrease in the price for SWU could also affect our future ability to service our indebtedness and
finance the American Centrifuge project.

Additionally, an increase in the price for SWU could result in an increase in the price that we pay
for the SWU component of Russian LEU. Currently, the price we are charged for the SWU
component of Russian LEU under the Russian Contract is determined by a formula that employs an
index of international and U.S. price points, which in turn reflects market prices. Beginning in 2010,
subject to receipt of necessary governmental approvals, prices will be determined under a formula
that combines a different mix of price points and other pricing elements. Under either formula, a
multi-year retrospective view of market-based price points in the formula is used to minimize the
disruptive effect of short-term swings in these price points. However, increases in market prices will
increase the prices Russia charges us and can substantially increase our costs of sales and inventories.
This increase, if not offset by increases in our sales prices, would adversely affect our cash flows and
results of operations.
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The release of excess government stockpiles of enriched uranium into the market could depress
market prices and reduce demand for LEU from our company.

Foreign governments have stockpiles of LEU that they could sell in the market. In addition, LEU
may be produced by downblending stockpiles of highly enriched uranium owned by the U.S. and
foreign governments. The release of these stockpiles into the market can depress prices and reduce
demand for LEU from us, which could adversely affect our revenues, cash flows and results of

operations.

The long-term nature of our customer contracts could adversely affect our results of operations in
current and future years.

As is typically the case in our industry, we sell nearly all of our LEU under long-term contracts.
The prices that we charge under many of our existing contracts (particularly those reflecting terms
agreed to prior to 2006) only increase based on an agreed upon inflation index. Therefore, prices
under older contracts will not increase with changes that result in increases in our actual costs, such
as increased power costs or increases in the prices we pay under the Russian Contract, and do not
permit us to take advantage of market increases in the price of SWU. These limitations, combined
with our cost structure and our sensitivity to increased power costs due to the power-intensive
gaseous diffusion technology that we currently depend on, could reduce our ability to cover our cost
of sales with revenues earned under our customer contracts and could materially and adversely
impact our gross profit margins and cash flows in current and future periods.

In addition, our older contracts give customers the flexibility to determine the amounts of natural
uranium that they deliver to us, which can result in our receiving less uranium from customers than
we transfer from our inventory to the Russian Federation under the Russian Contract. Over time, to
the extent our inventory, including uranium generated through underfeeding, is insufficient to absorb
the difference, we could be required to purchase uranium to continue to meet our obligations to the
Russian Federation. Depending on the market price of uranium, this could have an adverse impact on
our gross profit margins, cash flows, results of operations and liquidity.

We face significant competition from three major producers who may be less cost sensitive or may
be favored due to national loyalties and from emerging competitors in the domestic market.

We compete with three major producers of LEU, all of which are wholly or substantially owned
by governments: Areva (France), Rosatom/TENEX (Russia) and Urenco (Germany, Netherlands and
the United Kingdom). Currently, these competitors utilize or are in the process of transitioning to
more efficient and cost-effective technology to enrich uranium than we use at the Paducah GDP.

In addition, Louisiana Energy Services, a group controlled by Urenco, is constructing a uranium
enrichment plant in New Mexico, and Areva has proposed building a centrifuge uranium enrichment
plant in Idaho and has applied for a loan guarantee from DOE for its plant. We also face potential
competition from GE Hitachi, which has begun a phased development process with the goal of
constructing a commercial enrichment plant in North Carolina using an Australian laser enrichment
technology known as SILEX. All of these represent competition in our efforts to sell output from the
ACP.

Our competitors may have greater financial resources than we do, including access to below-
market financing terms. Our foreign competitors enjoy support from their government owners, which
may enable them to be less cost- or profit-sensitive than we are. In addition, decisions by our foreign
competitors may be influenced by political and economic policy considerations rather than
commercial considerations. For example, our foreign competitors may elect to increase their
production or exports of LEU, even when not justified by market conditions, thereby depressing
prices and reducing demand for our LEU, which could adversely affect our revenues, cash flows and
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results of operations. Similarly, the elimination or weakening of existing restrictions on imports from
our foreign competitors could adversely affect our revenues, cash flows and results of operations.

Imports of LEU and other uranium products produced in the Russian Federation are subject to
quotas through 2020 imposed under legislation enacted into law in September 2008 and under the
Russian Suspension Agreement. Although we believe these limitations will preserve a stable U.S.
market, this belief may prove to be wrong, and the quantity of Russian uranium products permitted
under the limitations may depress market prices and result in reduced sales by us and reduced
revenues.

Our dependence on our largest customers could adversely affect us.

Our 10 largest utility customers represented 57% of our total revenue in 2008, and our three
largest utility customers represented 30% of our total revenue in 2008. To the extent our existing
contracts with these customers include prices that are greater than the prices at which we could sell to
others, a reduction in purchases from these customers, whether due to their decision to increase
purchases from our competitors or for other reasons, including a disruption in their operations that
reduces their need for LEU from us, could adversely affect our business and results of operations.
Conversely, to the extent that our contracts with these customers include prices that are lower than
the prices at which we could sell to others, a decision by these customers to exercise options under
these contracts to purchase more from us also could adversely affect our business and results of
operations.

We are seeking to improve the pricing under new long-term contracts with our customers as
existing contracts come up for renewal. However, because price is a significant factor in a customer’s
choice of a supplier of LEU, when contracts come up for renewal, customers may reduce their
purchases from us if we attempt to increase our prices in order to offset increases in our costs,
resulting in the loss of new sales contracts. Moreover, once lost, customers may be difficult to regain
because they typically purchase LEU under long-term contracts. Therefore, given the need to
maintain existing customer relationships, particularly with our largest customers, our ability to raise
prices in order to respond to increases in costs or other developments may be limited. In addition,
because we have a fixed commitment to order LEU derived from at least 30 metric tons of highly
enriched uranium each year under the Russian Contract and to purchase the approximately
5.5 million SWU deemed to be contained in such material, any reduction in purchases from us by our
customers below the level required for us to resell both our own production and the Russian material
could adversely affect our revenues, cash flows and results of operations.

Our ability to compete in certain foreign markets may be limited for political, legal and economic
reasons.

Agreements for cooperation between the U.S. government and various foreign governments or
governmental agencies control the export of nuclear materials from the United States. If any of the
agreements governing exports to countries in which our customers are located were to lapse,
terminate or be amended, it is possible we would not be able to make sales or deliver LEU to
customers in those countries. This could adversely affect our results of operations.

Purchases of LEU by customers in the European Union are subject to a policy of the Euratom
Supply Agency that seeks to limit foreign enriched uranium to no more than 20% of European Union
consumption per year. Further, we are precluded from selling LEU in the Russian Federation by the
absence of an agreement for cooperation that permits exports to Russia.
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Our future prospects are tied directly to the nuclear energy industry worldwide.

Potential events that could affect either nuclear reactors under contract with us or the nuclear
industry as a whole, include:

¢ ' accidents, terrorism or other incidents at nuclear facilities or involving shipments
of nuclear materials,

 regulatory actions or changes in regulations by nuclear regulatory bodies, or
decisions by agencies, courts or other bodies that limit our ability to seek relief
under applicable trade laws to offset unfair competition or pricing by foreign
competitors,

disruptions in other areas of the nuclear fuel cycle, such as uranium supplies or
conversion,

»  civic opposition to, or changes in government policies regarding, nuclear
operations,

»  business decisions concerning reactors or reactor operations,
» the need for generating capacity, or
e consolidation within the electric power industry.

These events could adversely affect us to the extent they result in a reduction or elimination of
customers’ contractual requirements to purchase from us, the suspension or reduction of nuclear
reactor operations, the reduction of supplies of raw materials, lower demand, burdensome regulation,
disruptions of shipments or production, increased competition from third parties, increased
operational costs or difficulties or increased liability for actual or threatened property damage or
personal injury.

Changes to, or termination of, any of our agreements with the U.S. government, or deterioration
in our relationship with the U.S. government, could adversely affect our results of operations.

We, or our subsidiaries, are a party to a number of agreements and arrangements with the
U.S. government that are important to our business, including:

« leases for the gaseous diffusion plants and American Centrifuge facilities,

 the Executive Agent agreement under which we are designated the U.S. Executive
Agent and purchase the SWU component of LEU under the Russian Contract,

e the 2002 DOE-USEC Agreement and other agreements that address issues relating
to the domestic uranium enrichment industry and the American Centrifuge
technology,

» electric power purchase agreements with the Tennessee Valley Authority,
e contract work for DOE and DOE contractors at the Portsmouth and Paducah

GDPs, including maintenance of the Portsmouth GDP in preparation for a DOE
decontamination and decommissioning program, and

e NAC consulting and transportation activities.

Termination or expiration of one or more of these agreements, without replacement with an
equivalent agreement or arrangement that accomplishes the same objectives as the terminated or
expired agreement(s), could adversely affect our results of operations. In addition, deterioration in
our relationship with the U.S. agencies that are parties to these agreements could impair or impede
our ability to successfully implement these agreements, which could adversely affect our results of
operations.
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Our existing U.S. government contracts are subject to continued appropriations by Congress and
may be terminated if future funding is not made available.

Approximately 10% of our revenue is from U.S. government contracts. All contract work for
DOE, including Portsmouth GDP maintenance and certain NAC consulting and transportation
activities, is subject to the availability of DOE funding and congressional appropriations. If funds
were not available, we could be required to terminate these operations and incur related termination
costs. In addition, the criteria for awarding contracts to us may change such that we would not be
eligible to compete for such contracts, which could adversely affect our results of operations.

Revenue from U.S. government contract work is based on cost accounting standards and
allowable costs that are subject to audit by the Defense Contract Audit Agency. Allowable costs
include direct costs as well as allocations of indirect plant and corporate overhead costs. Audit
adjustments could reduce the amounts we are allowed to bill for DOE contract work or require us to
refund to DOE a portion of amounts already billed.

Our operations are highly regulated by the NRC and DOE.

Our operations, including the Paducah and Portsmouth GDPs and NAC, are regulated by the
NRC. In addition, the American Centrifuge Demonstration Facility and the construction and
operation of the American Centrifuge Plant are licensed by the NRC, which regulates our activities at
those facilities.

Our gaseous diffusion plants are required to be recertified every five years and the term of the
current certification expires on December 31, 2013. The NRC could refuse to renew either or both of
the certificates if it determines that: (1) we are foreign owned, controlled or dominated; (2) the
issuance of a renewed certificate would be inimical to the maintenance of a reliable and economic
domestic source of enrichment; (3) the issuance of a renewed certificate would be adverse to U.S.
defense or security objectives; or (4) the issuance of a renewed certificate is otherwise not consistent
with applicable laws or regulations in effect at the time of renewal. The same requirements apply to
NRC’s issuance of the 30-year license for the American Centrifuge Plant. If the certificate for the
Paducah GDP were not renewed, we could no longer produce LEU at the Paducah GDP, which
would threaten our ability to make deliveries to customers and meet the minimum production
requirements under the 2002 DOE-USEC Agreement, jeopardize our cash flows, and subject us to
various penalties under our customer contracts and the 2002 DOE-USEC Agreement.

The NRC has the authority to issue notices of violation for violations of the Atomic Energy Act of
1954, NRC regulations and conditions of licenses, certificates of compliance, or orders. The NRC
has the authority to impose civil penalties or additional requirements and to order cessation of
operations for violations of its regulations. Penalties under NRC regulations could include substantial
fines, imposition of additional requirements or withdrawal or suspension of licenses or certificates.
Any penalties imposed on us could adversely affect our results of operations. The NRC also has the
authority to issue new regulatory requirements or to change existing requirements. Changes to the
regulatory requirements could also adversely affect our results of operations.

Our American Centrifuge development and manufacturing facilities in Oak Ridge and certain of
our operations at our other facilities are subject to regulation by DOE. DOE has the authority to
impose civil penalties and additional requirements which could adversely affect our results of
operations. .
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Our operations require that we maintain security clearances that are overseen by the NRC and
DOE in accordance with the National Industrial Security Program Operating Manual. These security
clearances could be suspended or revoked if we are determined by the NRC to be subject to foreign
ownership, control or influence. In addition, statute and NRC regulations prohibit the NRC from
issuing any license or certificate to us if it determines that we are owned, controlled or dominated by
an alien, a foreign corporation, or a foreign government.

Our certificate of incorporation gives us certain rights with respect to equity securities held
(beneficially or of record) by foreign persons. If levels of foreign ownership set forth in our
certificate of incorporation are exceeded, we have the right, among other things, to redeem or
exchange common stock held by foreign persons, and in certain cases, the applicable redemption
price or exchange value may be equal to the lower of fair market value or a foreign person’s

purchase price.

Our certificate of incorporation gives us certain rights with respect to shares of our common stock
held (beneficially or of record) by foreign persons. Foreign persons are defined in our certificate of
incorporation to include, among others, an individual who is not a U.S. citizen, an entity that is
organized under the laws of a non-U.S. jurisdiction and an entity that is controlled by individuals
who are not U.S. citizens or by entities that are organized under the laws of non-U.S. jurisdictions.

The occurrence of any one or more of the following events is a “foreign ownership review event”
and triggers the board of directors’ right to take various actions under our certificate of incorporation:
(1) the beneficial ownership by a foreign person of (a) 5% or more of the issued and outstanding
shares of any class of our equity securities, (b) 5% or more in voting power of the issued and
outstanding shares of all classes of our equity securities, or (c) less than 5% of the issued and
outstanding shares of any class of our equity securities or less than 5% of the voting power of the
issued and outstanding shares of all classes of our equity securities, if such foreign person is entitled
to control the appointment and tenure of any of our management positions or any director; (2) the
beneficial ownership of any shares of any class of our equity securities by or for the account of a
foreign uranium enrichment provider or a foreign competitor (referred to as “contravening persons™);
or (3) any ownership of, or exercise of rights with respect to, shares of any class of our equity
securities or other exercise or attempt to exercise control of us that is inconsistent with, or in
violation of, any regulatory restrictions, or that could jeopardize the continued operations of our
facilities (an “adverse regulatory occurrence”). These rights include requesting information from
holders (or proposed holders) of our securities, refusing to permit the transfer of securities by such
holders, suspending or limiting voting rights of such holders, redeeming or exchanging shares of our
stock owned by such holders on terms set forth in our certificate of incorporation, and taking other
actions that we deem necessary or appropriate to ensure compliance with the foreign ownership
restrictions. '
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The terms and conditions of our rights with respect to our redemption or exchange right in respect
of shares held by foreign persons or contravening persons are as follows:

* Redemption price or exchange value: Generally the redemption price or exchange
value for any shares of our common stock redeemed or exchanged would be their fair
market value. However, if we redeem or exchange shares held by foreign persons or
contravening persons and our Board in good faith determines that such person knew or
should have known that its ownership would constitute a foreign ownership review
event (other than shares for which our Board determined at the time of the person’s
purchase that the ownership of, or exercise of rights with respect to, such shares did
not at such time constitute an adverse regulatory occurrence), the redemption price or
exchange value is required to be the lesser of fair market value and the person’s
purchase price for the shares redeemed or exchanged.

* Form of payment: Cash, securities or a combination, valued by our Board in good
faith.

* Notice: Atleast 30 days’ notice of redemption is required; however, if we have
deposited the cash or securities for the redemption or exchange in trust for the benefit
of the relevant holders, we may redeem shares held by such holders on the same day
that we provide notice.

Accordingly, there are situations in which a foreign stockholder or contravening person could lose
the right to vote its shares or in which we may redeem or exchange shares held by a foreign person or
contravening person and in which such redemption or exchange could be at the lesser of fair market
value and the person’s purchase price for the shares redeemed or exchanged, which could result in a
significant loss for that person.

Our operations are subject to numerous federal, state and local environmental protection laws and
regulations.

We incur substantial costs for compliance with environmental laws and regulations, including the
handling, treatment and disposal of hazardous, low-level radioactive and mixed wastes generated as a
result of our operations. Unanticipated events or regulatory developments, however, could cause the
amount and timing of future environmental expenditures to vary substantially from those expected.

Pursuant to numerous federal, state and local environmental laws and regulations, we are required
to hold multiple permits. Some permits require periodic renewal or review of their conditions, and we
cannot predict whether we will be able to renew such permits or whether material changes in permit
conditions will be imposed. Changes in permits could increase costs of producing LEU and reduce
our profitability. An inability to secure or renew permits could prevent us from producing LEU
needed to meet our delivery obligations to customers, which would threaten our ability to make
deliveries to customers and meet the minimum production requirements under the 2002 DOE-USEC
Agreement, adversely affect our reputation, costs, cash flows, results of operations and long-term
viability, and subject us to various penalties under our customer contracts and the 2002 DOE-USEC
Agreement.

Our operations involve the use, transportation and disposal of toxic, hazardous and/or radioactive
materials and could result in liability without regard to our fault or negligence.

Our plant operations involve the use of toxic, hazardous and radioactive materials. A release of
these materials could pose a health risk to humans or animals. If an accident were to occur, its
severity could be significantly affected by the volume of the release and the speed of corrective
action taken by plant emergency response personnel, as well as other factors beyond our control,
such as weather and wind conditions. Actions taken in response to an actual or suspected release of
these materials, including a precautionary evacuation, could result in significant costs for which we
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could be legally responsible. In addition to health risks, a release of these materials may cause
damage to, or the loss of, property and may adversely affect property values.

We lease facilities from DOE for the Paducah and Portsmouth GDPs, the American Centrifuge
Plant and centrifuge test facilities in Piketon, Ohio and Oak Ridge, Tennessee. Pursuant to the Price-
Anderson Act, DOE has indemnified us against claims for public liability (as defined in the Atomic
Energy Act of 1954, as amended) arising out of or in connection with activities under those leases
resulting from a nuclear incident or precautionary evacuation. If an incident or evacuation is not
covered under the DOE indemnification, we could be financially liable for damages arising from
such incident or evacuation, which could have an adverse effect on our results of operations and
financial condition. In connection with international transportation of LEU, it is possible for a claim
related to a nuclear incident occurring outside the United States to be asserted that would not fall
within the DOE indemnification under the Price-Anderson Act.

While DOE has provided indemnification pursuant to the Price-Anderson Act, there could be
delays in obtaining reimbursement for costs from DOE and DOE may determine that not all costs are
reimbursable under the indemnification.

We do not maintain any nuclear liability insurance for our operations at the gaseous diffusion
plants. Further, American Nuclear Insurers, the only provider of nuclear liability insurance, has
declined to provide nuclear liability insurance to the American Centrifuge Plant due to past and
present DOE operations on the site. In addition, the Price Anderson Act indemnification does not
cover loss or damage to property located on our facilities due to a nuclear incident.

NAC’s business involves providing products and services for the storage and transportation of
toxic, hazardous and radioactive materials, which, if released or mishandled, could cause personal
injury and property damage (including environmental contamination) or loss and could adversely
affect property values. NAC obtains nuclear liability insurance to protect against third-party liability
resulting from a nuclear incident, but this insurance contains exclusions and limits and this insurance
would not cover all potential liabilities.

In our contracts, we seek to protect ourselves from liability, but there is no assurance that such
contractual limitations on liability will be effective in all cases or that, in the case of NAC’s
contracts, NAC’s insurance will cover all the liabilities NAC has assumed under those contracts. The
costs of defending against a claim arising out of a nuclear incident or precautionary evacuation, and
any damages awarded as a result of such a claim, could adversely affect our results of operations and
financial condition.

The dollar amount of our sales backlog, as stated at any given time, is not necessarily indicative of
our future sales revenues.

Backlog is the aggregate dollar amount of SWU and uranium that we expect to sell in future
periods under contracts with customers. As of December 31, 2008, our sales backlog was an
estimated $6.9 billion, including $1.7 billion expected to be delivered during 2009. There can be no
assurance that the revenues projected in our backlog will be realized, or, if realized, will result in
profits. Backlog is partially based on customers’ estimates of their fuel requirements and other
assumptions, including our estimates of selling prices and inflation rates. Such estimates are subject
to change. For example, some of our contracts include pricing elements based on SWU or uranium
market prices prevailing at the time of delivery. Pricing elements may include escalation based on a
general inflation index or a power price index. We utilize external composite forecasts of future
market prices and inflation rates in estimating prices that we will be entitled to charge in the future.
These forecasts may not be accurate, and therefore our estimates of future prices could be overstated.
Any inaccuracy in our estimates of future prices would add to the imprecision of our backlog
estimate.
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For a variety of reasons, the amounts of SWU and uranium that we will sell in the future under our
existing contracts, or the timing of customer purchases under those contracts, may differ from our
estimates. Customers may not purchase as much as we predicted, nor at the times we anticipated, as a
result of operational difficulties, changes in fuel requirements or other reasons. Reduced purchases
would reduce the revenues we actually receive from contracts included in the backlog. For example,
our revenue could be reduced by actions of the NRC or nuclear regulators in foreign countries
issuing orders to delay, suspend or shut down nuclear reactor operations within their jurisdictions, or
by an interruption of our production of LEU or deliveries of Russian LEU to us, that we need to meet
our delivery commitments to customers. Increases in our costs of production or other factors could
cause sales included in our backlog to be at prices that are below our cost of sales, which could
adversely affect our results of operations, and customers may purchase more under lower priced
contracts than we predicted.

We use estimates in accounting for the future disposition of depleted uranium and changes in
these estimates or in actual costs could affect our future financial results and liquidity.

We currently store depleted uranium at the Paducah and Portsmouth GDPs and accrue estimated
costs for its future disposition. The long-term liability for depleted uranium is dependent upon the
volume of depleted uranium generated and estimated processing, transportation and disposal costs,
which involves many assumptions. Our estimated cost and accrued liability are subject to change as
new information becomes available, and an increase in the estimate would have an adverse effect on
our results of operations.

We anticipate that we will send most or all of our depleted uranium to DOE for disposition unless
a more economic disposal option is available. DOE is constructing facilities at the Paducah and
Portsmouth GDPs to process large quantities of depleted uranium owned by DOE. Under federal law,
DOE would also process our depleted uranium if we provided it to DOE. If we were to dispose of our
uranium in this way, we would be required to reimburse DOE for the related costs of disposal,
including our pro rata share of capital costs. -

The NRC requires that we guarantee the disposition of our depleted uranium with financial
assurance. Our estimate of the unit disposition cost for accrual purposes is approximately 35% less
than the unit disposition cost for financial assurance purposes, which includes contingencies and
other potential costs as required by the NRC. Any increase in our estimated unit cost of disposal will
require us to provide additional financial assurance and could adversely affect our liquidity. The
amount of future depleted uranium disposal costs could also vary substantially from amounts accrued
and an increase in our actual cost of disposal could have a material adverse impact on our results of
operations in future years.

Financial assurance is also provided for the ultimate decontamination and decommissioning of the
American Centrifuge facilities to meet NRC and DOE requirements. The amount of these
decontamination and decommissioning costs could vary from the amounts accrued.

Deferral of revenue recognition could result in volatility in our quarterly and annual results.

We do not recognize revenue for uranium or SWU sales in our LEU segment until LEU is
physically delivered. Consequently, in sales transactions where we have received payment and title
has transferred to the customer but delivery has not occurred because the terms of the agreement
require us to hold uranium to which the customer has title or because a customer encounters delays in
taking delivery of LEU at our facilities, recognition of revenue is deferred until LEU is physically
delivered. This deferral can potentially be over an indefinite period and is outside our control and can
result in volatility in our quarterly and annual results. If, in a given period, a significant amount of
revenue is deferred or a significant amount of previously deferred revenue is recognized, earnings in
that period will be affected, which could result in volatility in our quarterly and annual results.
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Additional information on our deferred revenue is provided in note 8 to our consolidated financial
statements.

Our operating results may fluctuate significantly from quarter to quarter, and even year to year,
which could have an adverse effect on our cash flows.

Under customer contracts with us for the supply of LEU to meet requirements for specific time
periods or specific reactor refuelings, our customers order LEU from us based on their refueling
schedules for nuclear reactors, which generally range from 12 to 18 months, or in some cases up to
24 months. Customer payments for the SWU component of such LEU typically average
approximately $15 million per order. As a result, a relatively small change in the timing of customer
orders due to a change in a customer’s refueling schedule may cause operating results to be
substantially above or below expectations, which could have an adverse effect on our cash flows.

The levels of returns on pension and postretirement benefit plan assets, changes in interest rates
and other factors affecting the amounts we have to contribute to fund future pension and
postretirement benefit liabilities could adversely affect our earnings and cash flows in future
periods.

Our earnings may be positively or negatively impacted by the amount of expense we record for
our employee benefit plans. This is particularly true with expense for our pension and postretirement
benefit plans. Generally accepted accounting principles in the United States (“GAAP”) require that
we calculate expense for the plans using actuarial valuations. These valuations are based on
assumptions that we make relating to financial market and other economic conditions. Changes in
key economic indicators can result in changes in the assumptions we use. The key year-end
assumptions used to estimate pension and postretirement benefit expenses for the following year are
the discount rate, the expected rate of return on plan assets, healthcare cost trend rates and the rate of
increase in future compensation levels. The rate of return on our pension assets and changes in
interest rates affect funding requirements for our defined benefit pension plans. The amount we
contribute to our pension plans is determined by IRS regulations, the Pension Protection Act of 2006,
and government cost accounting standards. For additional information and a discussion regarding
how our financial statements are affected by pension and postretirement benefit plan accounting
policies, see Critical Accounting Estimates in “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” and note 10 to our consolidated financial statements.

Anti-takeover provisions in Delaware law and in our charter, bylaws and shareholder rights plan
and in the indenture governing our convertible notes could delay or prevent an acquisition of
USEC.

We are a Delaware corporation, and the anti-takeover provisions of Delaware law impose various
impediments to the ability of a third-party to acquire control of our company, even if a change of
control would be beneficial to our existing shareholders. Our certificate of incorporation, or charter,
establishes restrictions on foreign ownership of our securities. Other provisions of our charter and
bylaws may make it more difficult for a third-party to acquire control of us without the consent of
our board of directors. We also have adopted a shareholder rights plan, which could increase the cost
of, or prevent, a takeover attempt. These various restrictions could deprive shareholders of the
opportunity to realize takeover premiums for their shares. Additionally, if a fundamental change
occurs prior to the maturity date of our convertible notes, holders of the notes will have the right, at
their option, to require us to repurchase all or a portion of their notes, and if a make-whole
fundamental change occurs prior to the maturity date of our convertible notes, we will in some cases
increase the conversion rate for a holder that elects to convert its notes in connection with such make-
whole fundamental change. In addition, the indenture governing our convertible notes prohibits us
from engaging in certain mergers or acquisitions unless, among other things, the surviving entity
assumes our obligations under the notes. These and other provisions could prevent or deter a third-
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party from acquiring us even where the acquisition could be beneficial to you.
Item 1B. Unresolved Staff Comments

None.
Item 3. Legal Proceedings

DOE Contract Services Matter

The U.S. Department of Justice (“DOJ”) asserted in a letter to us dated July 10, 2006 that DOE
may have sustained damages in an amount that exceeds $6.9 million under our contract with DOE for
the supply of cold standby services at the Portsmouth GDP. DOJ indicated that it was assessing
possible violations of the Civil False Claims Act (“FCA”), which allows for treble damages and civil
penalties, and related claims in connection with invoices submitted under that contract. We
responded to DOJ’s letter in September 2006, stating that the government does not have a legitimate
basis for asserting any FCA or related claims under the cold standby contract, and have been
cooperating with DOJ and the DOE Office of Investigations with respect to their inquiries into this
matter. In a supplemental presentation by DOJ and DOE on October 18, 2007, DOJ identified revised
assertions of alleged overcharges of at least $14.6 million on the cold standby and two other cost-
type contracts, again potentially in violation of the FCA. We have responded to these assertions and
have provided several follow-up responses to DOJ and DOE in response to their requests for
additional data and analysis. We believe that the DOJ and DOE analyses are significantly flawed, and
no loss has been accrued. We intend to defend vigorously any FCA or related claim that might be
asserted against us. As part of our continuing discussions with DOJ, we and DOJ have agreed several
times to extend the statute of limitations for this matter, most recently to April 10, 2009.

Environmental Matter

Under a cleanup agreement with the Environmental Protection Agency (“EPA”), we removed
certain material from a site in South Carolina previously operated by Starmet CMI, one of our former
contractors, that was attributable to quantities of depleted uranium we had sent there under a 1998
contract. In June 2007, we were contacted by the EPA concerning costs incurred by the EPA for
additional cleanup at the Starmet site. In January 2009, pursuant to the terms of a September 2008
settlement agreement, we paid the EPA $1.0 million for the share of additional cleanup costs
allocated to us in resolution of this matter. At this time, the EPA has completed its actions at the site
and USEC is not aware of any further claims associated with the site.

Other

We are subject to various other legal proceedings and claims, either asserted or unasserted, which
arise in the ordinary course of business. While the outcome of these claims cannot be predicted with
certainty, we do not believe that the outcome of any of these legal matters will have a material
adverse effect on our results of operations or financial condition.

Item 4. Submission of Matters to a Vote of Security Holders

None.
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Executive Officers of the Company

Executive officers are elected by and serve at the discretion of the Board of Directors. Executive
officers at February 26, 2009 follow:

Name Age Position
John K. Welch 58 President and Chief Executive Officer
John C. Barpoulis 44 Senior Vice President and Chief Financial Officer
Peter B. Saba 47 Senior Vice President, General Counsel and Secretary
Philip G. Sewell 62 Senior Vice President, American Centrifuge and Russian HEU
Robert Van Namen 47 Senior Vice President, Uranium Enrichment
W. Lance Wright 61 Senior Vice President, Human Resources and Administration
John M.A. Donelson 44 Vice President, Marketing and Sales
Stephen S. Greene 51 Vice President, Finance and Treasurer
J. Tracy Mey 48 Controller and Chief Accounting Officer
E. John Neumann 61 Vice President, Government Relations
Russell B. Starkey, Jr. 66 Vice President, American Centrifuge
Paul E. Sullivan 56 Vice President, Operations and Chief Engineer

John K. Welch has been President and Chief Executive Officer since September 2005. Prior to
joining USEC, Mr. Welch served as a consultant to several government and corporate entities. Mr.
Welch was Executive Vice President and Group Executive, Marine Systems for General Dynamics
Corporation from January 2000 to March 2003, and President of General Dynamics Electric Boat
from 1995 to 2000.

John C. Barpoulis has been Senior Vice President and Chief Financial Officer since August 2006.
Mr. Barpoulis joined USEC as Vice President and Treasurer in March 2005 and served as Treasurer
until February 2007. Prior to joining USEC, Mr. Barpoulis was Vice President and Treasurer of
National Energy & Gas Transmission, Inc. (formerly a subsidiary of PG&E Corporation) and certain
of its subsidiaries from 2003 to March 2005 and was Vice President and Assistant Treasurer from
2000 to 2003.

Peter B. Saba has been Senior Vice President, General Counsel and Secretary since February 2009
and was Vice President, General Counsel and Secretary from April 2008 to February 2009. Prior to
joining USEC, Mr. Saba was of counsel in the global projects group at Paul, Hastings, Janofsky &
Walker LLP from July 2005 to April 2008. Mr. Saba also served at the Export-Import Bank of the
United States as chief operating officer from March 2003 to June 2005 and as senior vice president
for legal affairs and general counsel from June 2001 to June 2005. Prior to that, he was counsel in
the energy and project finance group at Skadden, Arps, Slate, Meagher & Flom from March 1993 to
June 2001 and served in various capacities at the U.S. Department of Energy from March 1989 to
January 1993, including as principal deputy assistant secretary in the Office of Domestic and
International Energy Policy.
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Philip G. Sewell has been Senior Vice President, American Centrifuge and Russian HEU since
September 2005. Mr. Sewell was Senior Vice President directing international activities and
corporate development programs from August 2000 to September 2005 and assumed responsibility
for the American Centrifuge program in April 2005. Prior to that, Mr. Sewell was Vice President,
Corporate Development and International Trade from April 1998 to April 2000, and was Vice
President, Corporate Development from 1993 to April 1998.

Robert Van Namen has been Senior Vice President, Uranium Enrichment since September 2005.
Mr. Van Namen was Senior Vice President directing marketing and sales activities from January
2004 to September 2005 and was Vice President, Marketing and Sales from January 1999 to January
2004. Prior to joining USEC, Mr. Van Namen was Manager of Nuclear Fuel for Duke Power
Company.

W. Lance Wright has been Senior Vice President, Human Resources and Administration since
February 2005, and was Vice President, Human Resources and Administration from August 2003 to
February 2005. Prior to joining USEC, Mr. Wright was Vice President and Principal of Boyden
Global Executive Search from 2002 to 2003, and previously held director and manager positions in
Human Resources at ExxonMobil Corporation from 1986 to 2002.

John M.A. Donelson has been Vice President, Marketing and Sales since December 2005 and was
previously Director, North American and European Sales from June 2004 to December 2005,
Director, North American Sales from August 2000 to June 2004 and Senior Sales Executive from
July 1999 to August 2000.

Stephen S. Greene has been Vice President, Finance and Treasurer since February 2007. Prior to
joining USEC, Mr. Greene was a Vice President and Executive Director of Pace Global Energy
Services, an energy consulting firm, from January 2006 to January 2007. Previously, Mr. Greene was
a Vice President of Progress Energy, an electric utility holding company, and prior to that a Vice
President of National Energy & Gas Transmission, Inc. (formerly a subsidiary of PG&E
Corporation).

J. Tracy Mey has been Controller and Chief Accounting Officer since January 2007 and had been
Controller since June 2005. Prior to joining USEC, Mr. Mey was Controller and Chief Accounting
Officer of Power Services Company, a national energy company and former subsidiary of PG&E
Corporation, from June 2004 to May 2005, and previously was Corporate Controller of National
Energy & Gas Transmission, Inc. (formerly a subsidiary of PG&E Corporation) from 1994 to 2004.

E. John Neumann has been Vice President, Government Relations since April 2004. Prior to
Joining USEC, Mr. Neumann was Vice President, Government Relations, for the Edison Electric
Institute from 1995 to 2004.

Russell B. Starkey, Jr. was named Vice President, American Centrifuge in July 2008 and was
Vice President, Operations from February 2005 to J uly 2008, General Manager of the Paducah plant
from October 2001 to February 2005, Training Manager from April 1998 to October 2001 and Senior
Staff Consultant from October 1997 to April 1998. Prior to Joining USEC, over a 25 year period, Mr.
Starkey held a variety of senior management positions including General Manager, Robinson
Nuclear Plant, Vice President, Brunswick Nuclear Plant, and Vice President, Nuclear Services at
Carolina Power & Light Co. (now a subsidiary of Progress Energy).

Paul E. Sullivan was named Vice President, Operations and Chief Engineer in February 2009. Mr.
Sullivan recently retired with the rank of Vice Admiral after 34 years of service in the U.S. Navy. He
most recently served as the Commander of the Naval Sea Systems Command. He previously served
as Chief Engineer of the Naval Sea Systems Command and Program Manager of the Virginia and
Seawolf submarine classes.
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PART II

Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters

USEC’s common stock trades on the New York Stock Exchange under the symbol “USU.” High
and low sales prices per share follow:

2008 2007
High Low High Low
First Quarter ended March 31.................. $9.31 $3.15 $16.62 $12.13
Second Quarter ended June 30................. 7.09 3.76 25.65 16.14
Third Quarter ended September 30.......... 6.36 4.29 22.31 9.56
Fourth Quarter ended December 31......... 5.34 2.58 10.48 7.81

No cash dividends were paid in 2007 or 2008, and we have no intention to pay cash dividends in
the foreseeable future.

There are 250 million shares of common stock and 25 million shares of preferred stock
authorized. At January 31, 2009, there were 111,349,000 shares of common stock issued and
outstanding and approximately 53,000 beneficial holders of common stock. No preferred shares
have been issued.

The following table gives information about the Company’s common stock that may be issued
under the USEC Inc. 1999 Equity Incentive Plan and Employee Stock Purchase Plan as of December
31, 2008.

Number of Number of
securities to be Weighted-average securities
issued upon exercise exercise price of remaining available
of outstanding outstanding for future issuance
options, warrants options, warrants under equity
Plan category and rights and rights compensation plans
Equity compensation plans approved by security ‘
ROIETS ....oeveeciceciirnre ettt e e e 2,120,000 $8.52 5,404,000 (1)
Equity compensation plans not approved by security
RHOLIAETS ...eveveenvreeneeeereenrsesonnacecnssstsssisssssenessesasesssesennanes - - -
TOAL..cccrirerererrrrneeccienntetiiiisstessssreesnteeesssssessnansnanans 2,120,000 5,404,000

(1) Includes 5,193,000 shares with respect to which awards are available for issuance under the USEC Inc. 1999
Equity Incentive Plan (net of awards which terminate or are cancelled without being exercised or that are
settled for cash) and 211,000 shares available for issuance under the Employee Stock Purchase Plan.

The Board of Directors approved a shareholder rights plan in 2001. Each shareholder of record on
May 9, 2001, received preferred stock purchase rights that trade together with USEC common stock
and are not exercisable. In the absence of further action by the Board, the rights generally would
become exercisable and allow the holder to acquire USEC common stock at a discounted price if a
person or group acquires 15% or more of the outstanding shares of USEC common stock or
commences a tender or exchange offer to acquire 15% or more of the common stock of USEC.
However, any rights held by the acquirer would not be exercisable. The Board of Directors may
direct USEC to redeem the rights at $.01 per right at any time before the tenth day following the
acquisition of 15% or more of USEC common stock.

In 2008, we did not make any unregistered sales of equity securities.
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Matters Affecting our Foreign Stockholders

In order to aid in our compliance with certain regulatory requirements affecting us, which are
described in “Business — Nuclear Regulatory Commission — Regulation”, our certificate of
incorporation gives us certain rights with respect to shares of our common stock held (beneficially or
of record) by foreign persons. Foreign persons are defined in our certificate of incorporation to
include, among others, an individual who is not a U.S. citizen, an entity that is organized under the
laws of a non-U.S. jurisdiction and an entity that is controlled by individuals who are not
U.S. citizens or by entities that are organized under the laws of non-U.S. jurisdictions.

The occurrence of any one or more of the following events is a “foreign ownership review event”
and triggers the board of directors’ right to take various actions under our certificate of incorporation:
(1) the beneficial ownership by a foreign person of (a) 5% or more of the issued and outstanding
shares of any class of our equity securities, (b) 5% or more in voting power of the issued and
outstanding shares of all classes of our equity securities, or (c) less than 5% of the issued and
outstanding shares of any class of our equity securities or less than 5% of the voting power of the
issued and outstanding shares of all classes of our equity securities, if such foreign person is entitled
to control the appointment and tenure of any of our management positions or any director; (2) the
‘beneficial ownership of any shares of any class of our equity securities by or for the account of a
foreign uranium enrichment provider or a foreign competitor (referred to as “contravening persons”);
or (3) any ownership of, or exercise of rights with respect to, shares of any class of our equity
securities or other exercise or attempt to exercise control of us that is inconsistent with, or in
violation of, any regulatory restrictions, or that could jeopardize the continued operations of our
facilities (an “adverse regulatory occurrence”). These rights include requesting information from
holders (or proposed holders) of our securities, refusing to permit the transfer of securities by such
holders, suspending or limiting voting rights of such holders, redeeming or exchanging shares of our
stock owned by such holders on terms set forth in our certificate of incorporation, and taking other
actions that we deem necessary or appropriate to ensure compliance with the foreign ownership
restrictions.

For additional information regarding the foreign ownership restrictions set forth in our certificate
of incorporation, please refer to “Risk Factors — Our certificate of incorporation gives us certain
rights with respect to equity securities held (beneficially or of record) by foreign persons. If levels of
foreign ownership set forth in our certificate of incorporation are exceeded, we have the right, among
other things, to redeem or exchange common stock held by foreign persons, and in certain cases, the
applicable redemption price or exchange value may be equal to the lower of fair market value or a
foreign person’s purchase price.”
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PERFORMANCE GRAPH

The following graph shows a comparison of cumulative total returns for an investment in the
common stock of USEC Inc., the S&P 500 Index, and a peer group of companies. USEC is the only
U.S. company in the uranium enrichment industry. However, USEC has identified a peer group of
companies that share similar business attributes with it. This group includes utilities with nuclear
power generation capabilities, chemical processing companies, and aluminum companies. USEC
supplies companies in the utility industry, and its business is similar to that of chemical processing
companies. USEC shares characteristics with aluminum companies in that they are both large users

of electric power. The graph reflects the investment of $100 on December 31, 2003 in the

Company’s common stock, the S&P 500 Index and the peer group, and reflects the reinvestment of

dividends.

$200

$150 -

-~ USEC Inc.
$175 | - S&P 500 Index
-O- Peer Group Index

e N%—A/
$100

$75 —
$50
$25
$0 T
12/31/2003 12/31/2004 12/31/2005 12/31/2006 12/31/2007 12/31/2008
December 31, Decoember 31, Decomber 31, December 31, December 31, December 31,
2003 2004 2005 2006 2007 2008
USEC inc. $100.00 $122.88 $158.45 $168.66 $119.32 $59.64
S&P 500 Index $100.00 $110.88 $116.32 $134.69 $142.09 $89.63
Peer Group Index’ $100.00 $114.29 $127.10 $149.07 $185.53 $123.57

(1) The Peer Group consists of: Air Products and Chemicals, Inc., Albemarle Corporation, Alcoa Inc., Constellation
Energy Group, Inc., Dominion Resources, Inc., Duke Energy Corporation, Eastman Chemical Company, Exelon
Corporation, Georgia Gulf Corporation, NL Industries, Inc., PPL Corporation, Praxair, Inc., Progress Energy,
Inc., The Southern Company, and XCEL Energy Inc. In accordance with SEC requirements, the return for each
issuer has been weighted according to the respective issuer’s stock market capitalization at the beginning of each

year for which a return is indicated.
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Item 6. Selected Financial Data

Selected financial data should be read in conjunction with the consolidated financial statements
and related notes and management's discussion and analysis of financial condition and results of
operations. Selected financial data have been derived from audited consolidated financial statements.

Years Ended December 31,
2008 2007 2006 2005 2004
(millions, except per share data)
Revenue:
Separative work units ..............oeureenene.... $1,175.5 $1,570.5 $1,3374 $1,085.6 $1,027.3
ULanitm........covovveeereerennnneenreseres s 217.1 163.5 316.7 261.3 224.0
U.S. government contracts and other........ 2220 194.0 194.5 212.4 165.9
Total revenue........c.cconuervevrererrenerennnne. 1,614.6 1,928.0 1.848.6 1,559.3 1.417.2
Cost of sales:
Separative work units and uranium.......... 1,202.2 1,473.6 1,349.2 1,148.4 1,071.6
U.S. government contracts and other........ 183.6 166.9 162.5 1814 151.5
Total cost of sales...........coueeurrvrreennenn. 1.385.8 1,640.5 1.511.7 1.329.8 1,223.1
Gross Profit ........ccceeereeeeeeenrreneneienseerernsesesinns 228.8 287.5 336.9 229.5 194.1
Special charges ........ccccoeveeceverreeieceeeeeenn - - 39(DH 732 -
Advanced technology costs...........c.ccrurunne.... 1102 127.3 105.5 94.5 58.5
Selling, general and administrative................ 54.3 45.3 48.8 61.9 64.1
Other (income) expense, net ..............oueen..... - - - 1.003) AN @
Operating inCome..............ccceverirvererereserensenes 64.3 114.9 178.7 66.8 73.2
Interest EXpense ........cococereeuneeererseessecrcnenes 17.3 16.9 14.5 40.0 40.5
Interest (INCOME) ......ccevvrevervirrereneieeceereereeaenns 247 (33.8) (6.2) (10.5) 39
Income before income taxes ......................... 71.7 131.8 1704 37.3 36.6
Provision for income taxes .............cecerunvennen-. _230 352 64.2 _150 _13.1
Net income...........cocvuireirenrreccrreenreearnneenenen $48.7 $96.6 $106.2 $223 $23.5
Net income per share —
BasiC....covuieviiiieeietreerreeenrer e eesresenae $.44 $1.04 $1.22 $.26 $.28
Diluted.....ccooevenrrrcnivrereneeeee e, $.35 $.94 $1.22 $.26 $.28
Dividends per share .........cccouvevrreererennenene. $- $- $- $.55 $.55
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__December 31,

2008 2007 2006 2005 2004
(millions)

Balance Sheet Data
Cash and cash equivalents .........ccoeeeevrienns $248.5 $886.1(5) $1714 $259.1 $174.8
INVENLOTIES «.oveeeeeeerrevrrerresaesssaromessssssasnnsaseasss 1,231.9 1,1534 924.2 1,045.7 1,165.6
Property, plant and equipment, net.............. 736.1 292.2 189.9 171.2 178.0
TOtal ASSELS...vererrreerererarsrerssresnerressnesensssessanes 3,055.3 3,087.8 1,861.4 2,080.8 2,003.4
Current portion of long-term debt............... 95.7 - - 288.8 -
Long-term debt ......coeevrrrveerrccriinisnnnninncnae 575.0 725.0 (5) 150.0 150.0 475.0
Other long-term liabilities....cccoevririnereriennne 601.5 3375 300.3 270.2 244 .4
Stockholders’ equity .....ooeeereseserisiessnecnnas 1,162.4 1,309.5 (5) 986.0 907.6 918.7

1)

()

3
4

&)

Special charges of $3.9 million in 2006 include a $2.6 million impairment of an intangible asset established
in 2004 relating to the acquisition of NAC, $1.5 million related to consolidation of office space in
connection with the 2005 restructuring plan, and special credits totaling $0.2 million representing changes
in estimate of costs for termination benefits charged in 2005.

The plan to restructure headquarters and field operations resulted in special charges of $7.3 million in 2005
related to termination benefits, principally consisting of severance benefits.

Other income in 2005 includes $1.0 million from customs duties paid to USEC as a result of trade actions.

Other income in 2004 includes income of $4.4 million from customs duties paid to USEC as a result of
trade actions, partly offset by an expense of $2.7 million for acquired-in-process research and development
expense relating to the acquisition of NAC.

In September 2007, we raised net proceeds, after underwriter commissions and offering expenses, of
approximately $775 million through the concurrent issuance of 23 million shares of common stock and

$575 million in aggregate principal amount of convertible notes.
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with, and is qualified in its entirety by
reference to, the consolidated financial statements and related notes appearing elsewhere in this
report.

Overview

USEC, a global energy company, is a leading supplier of low enriched uranium (“LEU”") for
commercial nuclear power plants. LEU is a critical component in the production of nuclear fuel for
reactors to produce electricity. We:

¢ supply LEU to both domestic and international utilities for use in about 150 nuclear reactors
worldwide;

¢ are deploying what we anticipate will be the world’s most advanced uranium enrichment
technology, known as the American Centrifuge;

¢ are the exclusive executive agent for the U.S. government under a nuclear nonproliferation
program with Russia, known as Megatons to Megawatts;

¢ perform contract work for the U.S. Department of Energy (“DOE”) and its contractors at the
Paducah and Portsmouth gaseous diffusion plants (“GDPs”); and

¢ provide transportation and storage systems for spent nuclear fuel and provide nuclear and
energy consulting services.

Low Enriched Uranium

LEU consists of two components: separative work units (“SWU”) and uranium. SWU is a
standard unit of measurement that represents the effort required to transform a given amount of
natural uranium into two components: enriched uranium having a higher percentage of U*° and
depleted uranium having a lower percentage of U?**. The SWU contained in LEU is calculated using
an industry standard formula based on the physics of enrichment. The amount of enrichment deemed
to be contained in LEU under this formula is commonly referred to as the SWU component and the
quantity of natural uranium used in the production of LEU under this formula is referred to as its
uranium component.

We produce or acquire LEU from two principal sources. We produce LEU at the Paducah GDP in
Paducah, Kentucky. Under the Megatons to Megawatts program, we acquire LEU from Russia under
a contract, which we refer to as the Russian Contract, to purchase the SWU component of LEU
recovered from dismantled nuclear weapons from the former Soviet Union for use as fuel in
commercial nuclear power plants.

Our View of the Business Today

There are approximately 440 nuclear power reactors in operation today, and international agencies
report that more than 100 reactors are on order or planned to be built over the next two decades. In
addition, approximately 260 more power reactors have been proposed. Many of these new reactors
will be built in Asia. Approximately 40 plants are currently under construction worldwide in 12
countries. In addition, many reactors in the current fleet are being upgraded to produce more
electricity or utilities are seeking to have their operating lives extended through equipment
improvements and regulatory permission. Driving this expansion are environmental concerns and
volatility in the price of fossil fuels.

U.S. utilities have filed 17 applications for construction and operating licenses for 26 new reactors
with the U.S. Nuclear Regulatory Commission (“NRC”). The NRC has also indicated it expects
license applications for 7 more reactors will be filed by 201 1. Growing acceptance by the public,
concerns about climate change and legislation that provided financial incentives have encouraged
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utilities to announce plans for new nuclear reactors in the United States. New reactors in the United
States are facing cost and financing pressures and many of these U.S. utilities have applied for loan
guarantees. DOE reported that it received 19 applications from U.S. utilities for loan guarantees to
build 21 new reactors.

To fuel potential new reactors, uranium enrichment capacity will need to double by 2030,
according to the World Nuclear Association. New uranium enrichment plants, including our
American Centrifuge Plant and other competing projects in the United States and worldwide, are
being proposed and built to meet this new demand and to replace remaining higher production cost
gaseous diffusion plants. These new uranium enrichment plant projects are supported by improved
fundamentals in the nuclear fuel industry, including increased market prices for SWU. Long-term
SWU price indicators associated with sales for deliveries in future periods increased 11% to $159 per
SWU during 2008, and increased 17% over the past two years. Looking forward, we believe market
supply and demand fundamentals suggest that SWU prices should remain firm as new reactors are
ordered and built in the markets we serve. Increased SWU demand, higher production costs for the
remaining gaseous diffusion plants, and the need to cover capital investment for new enrichment
capacity are three drivers for increased market prices for SWU. Because nuclear reactors provide
base load electricity and the demand for nuclear fuel from existing nuclear reactors is inelastic, our
industry is less affected than others by the global economic downturn.

As discussed in “Business and Properties — The American Centrifuge Plant,” we have been
developing and demonstrating a highly efficient uranium enrichment gas centrifuge technology that
we call the American Centrifuge. We are deploying this technology in the American Centrifuge Plant
(“ACP”) being built in Piketon, Ohio. During 2008, we continued our efforts with respect to the
centrifuge machine, with the continued operation of a cascade of prototype machines in our Lead
Cascade test program, which has now operated for more than 150,000 total machine hours.

We refer to our production centrifuge machine design as the AC100 series centrifuge machine.
The AC100 series machine is designed to produce 350 SWU per year, which output is substantially
greater than our competitors’ machines. During 2008, we released an initial design for the AC100
series machine to our strategic suppliers in preparation for installing a test cascade of these AC100
series machines in Piketon in 2009. We anticipate a design release for the initial AC100 series
machines in late March 2009 that will be deployed in the commercial plant. The strategic suppliers
have been manufacturing parts for the initial AC100 machines and the first components to build these
machines were delivered in November 2008. In manufacturing parts for the AC100, suppliers must
replicate on a commercial basis manufacturing that we previously self-performed in building our
prototype machines. Start-up issues have arisen in this transfer of technology to our suppliers that
have delayed our timetable for operation of the initial AC100 cascade. We expected to encounter
start-up issues and the resolution of these issues at the outset will help to facilitate our transition to
high volume manufacturing.

A five-stage cascade of AC100 machines is now expected to be operational early in the third
quarter of 2009. This cascade will be in a commercial plant configuration and operate under
commercial plant conditions. Additional machines will be added to the cascade until we reach a
cascade of 40 to 50 machines, which is expected late in the third quarter of 2009. This cascade of 40
to 50 machines would operate for the rest of 2009.

We expect that the first machines in the initial AC100 series cascade will have a throughput
somewhat less than 350 SWU per year as we continue to optimize the AC100 series machine. For the
same reason, the machines deployed in the first commercial cascade of the ACP may not achieve 350
SWU per year. However, we continue to be confident that the AC100 series machines that are
deployed in the commercial plant will achieve an average performance level of 350 SWU per year,
supporting an annual SWU production capacity of the ACP of 3.8 million SWU.

55



During 2008, we also continued our construction efforts to build the ACP and to work with
leading companies to create a world-class industrial infrastructure needed to build components for
the highly sophisticated AC100 machines and supporting equipment. The highly specialized U.S.
manufacturing base needed to build the AC100 did not exist but is being established with our
leadership. Under contract arrangements with USEC, our suppliers are also helping to create the
manufacturing base for a revitalized U.S. nuclear fuel industry in a dozen states. Construction of the
ACP includes various systems including electric, telecommunications, cooling and water distribution.
The two existing production buildings have space for approximately 11,500 centrifuges.

We must still raise the remainder of the capital needed to build the ACP, and we view the DOE
Loan Guarantee Program as the path for obtaining the debt financing to complete the American
Centrifuge project. Our baseline deployment schedule called for beginning initial commercial plant
operations in 2010 and reaching an annual production capacity of the ACP of 3.8 million SWU per
year at the end of 2012. However, we have initiated steps to conserve cash and reduce the planned
escalation of project construction and machine manufacturing activities until we gain greater clarity
on potential funding for the project through the DOE Loan Guarantee Program. In addition, on a
parallel path, we continue to evaluate potential third-party investment.

Our decision to slow spending until a decision is made by the DOE Loan Guarantee Program will
likely increase costs and extend the schedule for the project. As we gain greater clarity on potential
funding through the DOE Loan Guarantee Program and plan and coordinate with our strategic
suppliers, we will be better able to quantify changes to cost and schedule. We are currently engaged
with suppliers in a bottom-up analysis and we do not expect to be in a position to provide an update
on the potential impact on cost and schedule until after the first quarter of 2009. Further details are
provided in “Business and Properties — The American Centrifuge Plant”, “—Liquidity and Capital
Resources” and “Item 1A—Risk Factors.”

Our Marketing and Sales department continues to meet with customers to sell ACP output, which
is important to our financing efforts for ACP. We have signed long-term contracts with customers
and have received accepted offers from customers for additional commitments. Sales contracts for
this initial output represent a strategic commitment by customers to ensure a reliable, U.S.-based
source of nuclear fuel that will be available for decades to come.

Even as we build our new production facility, we have substantial current operations at the
gaseous diffusion plant we lease from the U.S. government in Paducah, Kentucky. Today, our supply
mix involves producing half of the low enriched uranium sold at the Paducah GDP and purchasing
half under contract with Russia under a highly successful, nonproliferation program known as
“Megatons to Megawatts.” Over the next several years we expect to transition the source of all of our
LEU supply to production from the ACP. During this transition period, we will seek to effectively
manage the ramp up in ACP capacity, determine the end date for commercial production from the
Paducah GDP and conclude the Megatons to Megawatts program in 2013. Our business and
financial profile will reflect the combined characteristics of our sources of enrichment, particularly
the gaseous diffusion and centrifuge operating environments. During this transition period, we will
also be looking at the potential expansion of the ACP beyond the initial 3.8 million SWU plant,
which could be done incrementally once the initial ACP construction phase is complete. The
manufacturing infrastructure that we are putting into place to deploy the initial plant capacity will
facilitate any future expansion. Because an expansion would not require creating this manufacturing
infrastructure or another demonstration of the technology, the cost of any expansion is anticipated to
be less than the initial project.

In 2008, we exercised our option to extend the lease with DOE for the Paducah GDP through June
2016, providing us with flexibility within our current enrichment process to help us through this
critical transitional period. Although we have been operating the Paducah GDP at the highest
efficiency in decades, the costs to operate the Paducah GDP have increased in the past several years
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because of increases in power costs. Our long-term plan for the Paducah GDP is dependent upon a
number of factors, including the successful and timely startup of the ACP, the cost of electric power
under our contract with the Tennessee Valley Authority (“TVA”), the availability and cost of electric
power beyond the expiration of the TVA contract in May 2012, the demand for SWU and uranium,
the cost to maintain the Paducah GDP, and the timing and nature of any potential tails re-enrichment
program or other programs we may undertake.

During the non-summer months of 2009, we expect to purchase 2,000 megawatts of power from
TVA, making USEC one of the largest industrial consumers of electric power in the United States.
We have a fixed-price contract that sets the base price for most of the power we purchase, but our
costs fluctuate above or below the base contract price based on fuel and purchased power costs
experienced by TVA. In 2008, this fuel cost adjustment increased our power cost over the base
contract price by about 15%, which had a significant effect on our net income and cash flow from
operations. The impact of current economic conditions on energy prices has reduced recent weekly
power invoices and has made forward cost projections from TVA very volatile, which results in
uncertainty in our financial projections. We will also face uncertainty with respect to power costs as
we look to purchase supplemental power starting in June 2010 when our purchases under the TVA
contract are reduced from their current level of 2,000 megawatts to 1,650 megawatts and beyond the
term of the current contract with TV A that expires in May 2012.

The manner in which Russian uranium products are introduced into the U.S. market in the next
few years and after the Megatons to Megawatts program concludes in 2013 is significant to our
transition and to our long-term success. Russia has a large, vertically integrated nuclear power
industry with excess capacity to enrich uranium. In recent years, we have been engaged in
international trade litigation to ensure that the U.S. market is protected from the dumping of unfairly
priced foreign merchandise, and on January 26, 2009, the U.S. Supreme Court in a unanimous ruling
overturned the decision of an appellate court that had called into question the enforceability of the
application of U.S. trade laws to all imports of LEU. For more information, see “Business and
Properties — Competition and Foreign Trade — Government Investigation of LEU Imports from
France.”

In addition, in September 2008, legislation was enacted that included a provision to ensure the
implementation of the Megatons to Megawatts program through 2013 and imposed quotas on imports
of Russian LEU through 2020 that are similar to the quotas agreed to with Russia earlier in 2008.
This legislation significantly reduces the threat of injury from imports of dumped Russian LEU, but
does not apply to imports from any other country. For more information, see “Business and
Properties — Competition and Foreign Trade — Limitations on Imports of LEU from Russia.”

Revenue from Sales of SWU and Uranium

Revenue from our LEU segment is derived primarily from:

e sales of the SWU component of LEU,
e sales of both the SWU and uranium components of LEU, and
e sales of uranium.

The majority of our customers are domestic and international utilities that operate nuclear power
plants, with international sales constituting approximately 30% of revenue from our LEU segment in
2008. Our agreements with electric utilities are primarily long-term, fixed-commitment contracts
under which our customers are obligated to purchase a specified quantity of SWU or uranium from
us or long-term requirements contracts under which our customers are obligated to purchase a
percentage of their SWU requirements from us. Under requirements contracts, a customer only
makes purchases if its reactor has requirements. The timing of requirements is associated with reactor
refueling outages.
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Backlog is the aggregate dollar amount of SWU and uranium that we expect to sell in future periods
under contracts with customers. At December 31, 2008, we had contracts with customers aggregating
an estimated $6.9 billion, including $1.7 billion expected to be delivered in 2009, compared with $6.5
billion at December 31, 2007. Backlog is partially based on customers’ estimates of their fuel
requirements and certain other assumptions including our estimates of selling prices, which are subject
to change. Prices may be adjusted based on SWU or uranium market prices prevailing at the time of
delivery. Pricing elements may include escalation based on a general inflation index or a power price
index. We utilize external composite forecasts of future market prices and inflation rates in our pricing
estimates.

Our revenues and operating results can fluctuate significantly from quarter to quarter, and in some
cases, year to year. Customer demand is affected by, among other things, reactor operations,
maintenance and the timing of refueling outages. Utilities typically schedule the shutdown of their
reactors for refueling to coincide with the low electricity demand periods of spring and fall. Thus,
some reactors are scheduled for annual or two-year refuelings in the spring or fall, or for 18-month
cycles alternating between both seasons. Customer payments for the SWU component of LEU
typically average approximately $15 million per order. As a result, a relatively small change in the
timing of customer orders for LEU due to a change in a customer’s refueling schedule may cause
operating results to be substantially above or below expectations. Customer requirements and orders
are more predictable over the longer term, and we believe our performance is best measured on an
annual, or even longer, business cycle. Our revenue could be adversely affected by actions of the
NRC or nuclear regulators in foreign countries issuing orders to modify, delay, suspend or shut down
nuclear reactor operations within their jurisdictions.

Our financial performance over time can be significantly affected by changes in prices for SWU.
The long-term SWU price indicator, as published by TradeTech, LLC in Nuclear Market Review, is
an indication of base-year prices under new long-term enrichment contracts in our primary markets.
Since our backlog includes contracts awarded to us in previous years, the average SWU price billed
to customers typically lags behind the current price indicators. Following are the long-term SWU
price indicator, the long-term price for UFg, as calculated using indicators published in Nuclear
Market Review, and the spot price indicator for UF:

December 31,
2008 2007 2006
Long-term SWU price indicator ($/SWU)...... $ 159.00 $ 143.00 $ 136.00
UF5:
Long-term price composite ($/KgU).......... 195.15 260.47 192.54
Spot price indicator ($/KgU)......ccccceuunere. 140.00 241.00 199.00

A substantial portion of our earnings and cash flows in recent years has been derived from sales of
uranium. We expect to continue to supplement our supply of uranium by underfeeding the production
process at the Paducah GDP. We may also purchase uranium from suppliers in connection with
specific customer contracts, as we have in the past. Underfeeding is a mode of operation that uses or
feeds less uranium but requires more SWU in the enrichment process, which requires more electric
power. In producing the same amount of LEU, we vary our production process to underfeed uranium
based on the economics of the cost of electric power relative to the prices of uranium and
enrichment. As noted in the table above, spot market prices for uranium declined in 2008 while
electric power costs increased, pressuring the economics of underfeeding the enrichment process to
obtain uranium for resale. Given supply and demand conditions in the spot uranium market, we see
fewer opportunities for near-term spot sales. We will continue to monitor and optimize the
economics of our production based on the cost of power and market conditions for SWU and
uranium.
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We supply uranium to the Russian Federation for the LEU we receive under the Russian Contract.
We replenish our uranium inventory with uranium supplied by customers under our contracts for the
sale of SWU and through underfeeding our production process. Our older contracts give customers
the flexibility to determine the amounts of natural uranium that they deliver to us, which can result in
our receiving less uranium from customers than we transfer from our inventory to the Russian
Federation under the Russian Contract. Our new SWU sales contracts and certain older contracts that
we have renegotiated require customers to deliver a greater amount of natural uranium to us.

The recognition of revenue and earnings for uranium sales is deferred until LEU to which the
customer has title is physically delivered rather than at the time title transfers to the customer. The
timing of revenue recognition for uranium sales is uncertain.

Our contracts with customers are denominated in U.S. dollars, and although revenue has not been
directly affected by changes in the foreign exchange rate of the U.S. dollar, we may have a
competitive price advantage or disadvantage obtaining new contracts in a competitive bidding
process depending upon the weakness or strength of the U.S. dollar. Costs of our primary
competitors are denominated in the major European currencies.

Revenue from U.S. Government Contracts

We perform and earn revenue from contract work for DOE and DOE contractors at the Paducah
and Portsmouth GDPs, including a contract for maintenance of the Portsmouth GDP in cold
shutdown. DOE and USEC have periodically extended the Portsmouth GDP cold shutdown contract,
most recently through April 30, 2009. DOE has announced its intention to negotiate a sole-source
extension of the cold shutdown contract through September 30, 2010. Continuation of U.S.
government contracts is subject to DOE funding and Congressional appropriations. Revenue from
U.S. government contracts is based on allowable costs determined under government cost accounting
standards. Allowable costs include direct costs as well as allocations of indirect plant and corporate
overhead costs and are subject to audit by the Defense Contract Audit Agency. Also refer to “DOE
Contract Services Matter” in note 16 to the consolidated financial statements. Revenue from the U.S.
government contracts segment includes revenue from our subsidiary NAC International Inc.

(“NAC”).
Cost of Sales

Cost of sales for SWU and uranium is based on the amount of SWU and uranium sold and
delivered during the period and is determined by a combination of inventory levels and costs,
production costs, and purchase costs. Production costs consist principally of electric power, labor and
benefits, long-term depleted uranium disposition cost estimates, materials, depreciation and
amortization, and maintenance and repairs. Under the monthly moving average inventory cost
method that we use, coupled with our inventories of SWU and uranium, an increase or decrease in
production or purchase costs will have an effect on inventory costs and cost of sales over current and

future periods.

We have agreed to purchase approximately 5.5 million SWU each calendar year for the remaining
term of the Russian Contract through 2013. Purchases under the Russian Contract are approximately
one-half of our supply mix. Prices are determined using a discount from an index of international and
U.S. price points, including both long-term and spot prices. A multi-year retrospective view of the
index is used to minimize the disruptive effect of short-term market price swings. Increases in these
price points in recent years have resulted in increases to the index used to determine prices under the
Russian Contract. On February 13, 2009, we entered into an amendment to the Russian Contract to
revise the pricing methodology for delivery in calendar years 2010 through 2013. Approval of both
the U.S. government and the government of the Russian Federation is required for the amendment to
become effective. The new pricing methodology is intended to enhance the stability of future pricing
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for both parties through a formula that combines a different mix of price points and other pricing
elements. We expect that prices paid under the Russian Contract, as amended, will continue to
increase year over year, and that the total amount paid to the Russian Federation for the SWU
component of the LEU delivered under the Russian Contract over the 20 year term of the contract
will substantially exceed $8 billion by the time the contract is completed in 2013. Officials of the
Russian government have announced that Russia will not extend the Russian Contract or the
government-to-government agreement it implements, beyond 2013. Accordingly, we do not
anticipate that we will purchase Russian SWU after 2013.

We provide for the remainder of our supply mix from the Paducah GDP. The gaseous diffusion
process uses significant amounts of electric power to enrich uranium. Costs for electric power are
approximately 70-75% of production costs at the Paducah GDP. In 2008, the power load at the
Paducah GDP averaged 1,680 megawatts, an increase of 11% compared to 2007. Additional
purchases of power allow us to underfeed the production process and increase our LEU production.
The quantity of uranium that is added to uranium inventory from underfeeding is accounted for as a
byproduct of the enrichment process. Production costs are allocated to the uranium added to
inventory based on the net realizable value of the uranium, and the remainder of production costs is
allocated to SWU inventory costs.

We purchase most of the electric power for the Paducah GDP under a power purchase agreement
with TVA that expires May 31, 2012. Pricing under the TVA power contract consisted of a summer
and a non-summer base energy price through May 31, 2008. Beginning June 1, 2008, the price
consists of a year-round base energy price that increases moderately based on a fixed, annual
schedule. All prices are subject to a fuel cost adjustment provision to reflect changes in TVA’s fuel
costs, purchased power costs, and related costs. The impact of the fuel cost adjustment has been
negative for USEC, imposing an average increase over base contract prices of about 15% in 2008 and
8% in 2007. The impact of future fuel cost adjustments, which is substantially influenced by coal
prices and hydroelectric power availability, is uncertain and our cost of power could fluctuate in the
future above or below the agreed increases in the base energy price. We expect the fuel cost
adjustment to continue to cause our purchase cost to remain above base contract prices, but is
uncertain given volatile energy prices.

The quantity of power purchases under the TVA contract generally ranges from 300 megawatts in
the summer months (June — August) to up to 2,000 megawatts in the non-summer months. We
supplement the TVA contract during the summer months with additional power purchased at market-
based prices. Beginning June 1, 2010 through the expiration of the contract on May 31, 2012, the
quantity of non-summer power purchases will be reduced to a maximum of 1,650 megawatts at all
hours. This is designed to provide a transition down for the TVA power system because of the
significant amount of power being purchased by us. We expect to supplement the TVA contract with
additional power purchases beginning June 1, 2010 and will be evaluating possible sources of power
for delivery after May 31, 2012.

We are required to provide financial assurance to support our payment obligations to TVA. These

include a letter of credit and weekly prepayments based on TVA’s estimate of the price and our
usage of power.
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Advanced Technology Costs

Expenditures related to American Centrifuge technology for the years ended December 31, 2008,
2007, and 2006, as well as cumulative expenditures as of December 31, 2008, follow (in millions):

Cumulative
as of
December
2008 2007 2006 31, 2008
Amount expensed as part of advanced technology costs................. $1088  $1259  $103.3  $542.1
Amount capitalized as part of construction work in progress (A)... 420.0 118.5 41.2 601.8
Equipment, building and land used for manufacturing and plant....  37.0 6.4 1.1 410
Depreciation and transfers (B).........ccovvevererenceneninnrenennnneccennnnnnnns 3.0 (0.6) (0.5) 4.5)
Prepayments to suppliers for services not yet performed................ 7.8 16.9 = 24.7
Total ACP expenditures, including accruals (C) ..........coevvieninnnas $5706 $267.1 $145.1 $1.211.1

(A) Amounts capitalized include interest of $14.7 million in 2008, $6.3 million in 2007 and $3.1 million
in 2006. Cumulative capitalized interest as of December 31, 2008 is $25.0 million.

(B) Depreciation and transfers represents the systematic and rational allocation of the costs for equipment
and building used for manufacturing and plant that are ready for their intended use. These
depreciation and transfers are part of the amount capitalized as part of construction work in progress.

(C) Total expenditures are all American Centrifuge costs including, but not limited to, demonstration
facility, licensing activities, commercial plant facility, program management, interest related costs
and accrued asset retirement obligations capitalized. This includes $48.5 million of accruals at
December 31, 2008.

For discussions of the financing plan for the American Centrifuge Plant, see “Management’s
Discussion and Analysis — Liquidity and Capital Resources.” For discussions of the project budget
for the American Centrifuge Plant, see “Business and Properties — The American Centrifuge Plant —
Project Budget.” Risks and uncertainties related to the deployment of the American Centrifuge Plant
are described in Item 1A, “Risk Factors” of this report.

Advanced technology costs also include research and development efforts undertaken for NAC,
relating primarily to its new generation MAGNASTOR™ dual-purpose dry storage system for spent
fuel. MAGNASTOR, or Modular, Advanced Generation, Nuclear All-purpose Storage System,
consists of a welded stainless steel canister inside a steel-lined concrete cask for storage. On
February 4, 2009, MAGNASTOR was added to the NRC’s list of dry storage casks approved for use
under a general license. MAGNASTOR has the largest capacity of any cask system approved to date.
NAC will submit an amendment for the storage of damaged fuel and an application for a transport
license including damaged fuel in 2009.

Critical Accounting Estimates

Our significant accounting policies are summarized in note 1 to our consolidated financial
statements, which were prepared in accordance with generally accepted accounting principles.
Included within these policies are certain policies that require critical accounting estimates and
judgments. Critical accounting estimates are those that require management to make assumptions
about matters that are uncertain at the time the estimate is made and for which different estimates,
often based on complex judgments, probabilities and assumptions that we believe to be reasonable,
but are inherently uncertain and unpredictable, could have a material impact on our operating results
and financial condition. It is also possible that other professionals, applying their own judgment to
the same facts and circumstances, could develop and support a range of alternative estimated
amounts. We are also subject to risks and uncertainties that may cause actual results to differ from
estimated amounts, such as the healthcare environment, legislation and regulation.
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The sensitivity analyses used below are not intended to provide a reader with our predictions of
the variability of the estimates used. Rather, the sensitivities used are included to allow the reader to
understand a general cause and effect of changes in estimates.

We have identified the following to be our critical accounting estimates:

Pension and Postretirement Health and Life Benefit Costs and Obligations

We provide retirement benefits under defined benefit pension plans and postretirement health and
life benefit plans. The valuation of benefit obligations and costs is based on provisions of the plans
and actuarial assumptions that involve judgments and estimates. Changes in actuarial assumptions
could impact the measurement of benefit obligations and benefit costs, as follows:

The weighted average expected return on benefit plan assets was 8.0% for 2008 and is 7.7%
for 2009. The expected return is based on historical returns and expectations of future returns
for the composition of the plans’ equity and debt securities. A 0.5% decrease in the expected
return on plan assets would increase annual pension costs by $2.8 million and postretirement
health and life costs by $0.2 million.

The differences between the actual return on plan assets and expected return on plan assets
are accumulated in Net Actuarial Gains and (Losses), which are recognized as an increase or
decrease to benefit costs over a number of years based on the employees’ average future
service lives, provided such amounts exceed certain thresholds which are based upon the
obligation or the value of plan assets, as provided by accounting standards.

In 2008, actual returns for our defined benefit pension plan assets were significantly below

our expected long-term rate of return on plan assets of 8% due to adverse conditions in the

financial markets. This performance and the associated decline in pension plan asset values
did not impact our funding pattern with respect to these plans in 2008.

A weighted average discount rate of 6.1% was used at December 31, 2008 to calculate the net
present value of benefit obligations. The discount rate is the estimated rate at which the
benefit obligations could be effectively settled on the measurement date and is based on
yields of high quality fixed income investments whose cash flows match the timing and
amount of expected benefit payments of the plans. A 0.5% reduction in the discount rate
would increase the valuation of pension benefit obligations by $50.2 million and
postretirement health and life benefit obligations by $9.8 million, and the resulting changes in
the valuations would increase annual pension costs by $5.6 million and postretirement health
and life benefit costs by $1.1 million.

The healthcare costs trend rates are 8.25% projected in 2009 reducing to 5.0% in 2016. The
healthcare costs trend rate represents our estimate of the annual rate of increase in the gross
cost of providing benefits. The trend rate is a reflection of health care inflation assumptions,
changes in healthcare utilization and delivery patterns, technological advances, and changes
in the health status of our plan participants. A 1% increase in the healthcare cost trend rates
would increase postretirement health benefit obligations by about $8.6 million and would
increase costs by about $1.0 million.

Costs for the Future Disposition of Depleted Uranium and GDP Lease Turnover Costs

SWU and uranium inventories include estimates and judgments for production quantities and
production costs. Production costs include estimates of future expenditures for the conversion,
transportation and disposition of depleted uranium, the treatment and disposal of hazardous, low-
level radioactive and mixed wastes, and GDP lease turnover costs. An increase or decrease in

62



production costs has an effect on inventory costs and cost of sales over current and future periods.

We store depleted uranium generated from our operations at the Paducah and Portsmouth GDPs
and accrue estimated costs for its future disposition. We anticipate that we will send most or all of
our depleted uranium to DOE for disposition unless a more economic disposal option becomes
available. DOE is constructing facilities at the Paducah and Portsmouth GDPs to process large
quantities of depleted uranium owned by DOE. Under federal law, DOE would also process our
depleted uranium if we provided it to DOE for disposal. If we were to dispose of our depleted
uranium in this way, we would be required to reimburse DOE for the related costs of disposing our
depleted uranium, including our pro rata share of DOE’s capital costs. Processing DOE’s depleted
uranium is expected to take about 25 years. The timing of the disposal of our depleted uranium has
not been determined. The long-term liability for depleted uranium disposition is dependent upon the
volume of depleted uranium that we generate and estimated processing, transportation and disposal
costs. Our estimate of the unit disposal cost is based primarily on estimated cost data obtained from
DOE without consideration given to contingencies or reserves. Our estimate of the unit cost is
periodically reviewed and updated as additional information becomes available.

The NRC requires that we guarantee the disposition of our depleted uranium with financial
assurance. Our estimate of the unit disposition cost for accrual purposes is approximately 35% less
than the unit disposition cost for financial assurance purposes, which includes contingencies and
other potential costs as required by the NRC. Our estimated cost and accrued liability, as well as
financial assurance we provide for the disposition of depleted uranium, are subject to change as
additional information becomes available.

Lease turnover costs are estimated and accrued for the Paducah and Portsmouth GDPs. For the
operating Paducah GDP, the balance of expected costs is being accrued over the expected productive
life of the plant. Costs of returning the GDPs to DOE in acceptable condition include removing
uranium deposits as required and removing USEC-generated waste. Significant estimates and
judgments relate to staffing and other costs associated with the planning, execution and
documentation of the lease turnover requirements.

The amount and timing of future costs could vary from amounts accrued. At December 31, 2008,
the accrued liability for depleted uranium is $119.5 million and the accrued liability for lease
turnover costs is $55.4 million.

American Centrifuge Technology Costs

Costs relating to the American Centrifuge technology are charged to expense or capitalized based
on the nature of the activities and estimates and judgments involving the completion of project
milestones. Costs relating to the demonstration of American Centrifuge technology are charged to
expense as incurred. Demonstration costs historically have included NRC licensing of the American
Centrifuge Demonstration Facility in Piketon, Ohio, engineering activities, and assembling and
testing of centrifuge machines and equipment at centrifuge test facilities located in Oak Ridge,
Tennessee and at the American Centrifuge Demonstration Facility.

Capitalized costs relating to the American Centrifuge technology include NRC licensing of the
American Centrifuge Plant in Piketon, Ohio, engineering activities, construction of centrifuge
machines and equipment, leasehold improvements and other costs directly associated with the
commercial plant. Capitalized centrifuge costs are recorded in property, plant and equipment as part
of construction work in progress. The continued capitalization of such costs is subject to ongoing
review and successful project completion. During the second half of 2007, we moved from a
demonstration phase to a commercial plant phase in which significant expenditures are capitalized
based on management’s judgment that the technology has a high probability of commercial success
and meets internal targets related to physical control, technical achievement and economic viability.
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If conditions change and deployment were no longer probable, costs that were previously capitalized
would be charged to expense.

As we continue construction of the American Centrifuge Plant, we create asset retirement
obligations based on our requirements to decontaminate and decommission (“D&D”) the facility.
The present value of an asset retirement obligation is recognized as a liability and an equivalent
amount is recognized as part of the capitalized asset cost. The liability is accreted, or increased, over
time for the time value of money. The accretion is charged to cost of sales. Upon commencement of
commercial operations, the asset cost will be depreciated over the shorter of the asset life or the
expected lease period. During each reporting period, we reassess and revise the estimate of asset
retirement obligations based on construction progress, cost evaluation of future D&D expectations,
and other judgmental considerations.

Income Taxes

During the ordinary course of business, there are transactions and calculations for which the
ultimate tax determination is uncertain. As a result, we recognize tax liabilities based on estimates of
whether additional taxes and interest will be due. To the extent that the final tax outcome of these
matters is different than the amounts that were initially recorded, such differences will impact the
income tax provision in the period in which such determination is made. If the provision for income
taxes increases/decreases by 1% of income from continuing operations, net income would have
declined/improved by $0.7 million in 2008.

Accounting for income taxes involves estimates and judgments relating to the tax bases of assets
and liabilities and the future recoverability of deferred tax assets. In assessing the realization of
deferred tax assets, we determine whether it is more likely than not that the deferred tax assets will be
realized. The ultimate realization of deferred tax assets is dependent upon generating sufficient
taxable income in future years when deferred tax assets are recoverable or are expected to reverse.
Factors that may affect estimates of future taxable income include, but are not limited to,
competition, changes in revenue, costs or profit margins, market share and developments related to
the American Centrifuge Plant. We have determined that it is more likely than not that deferred tax
assets will be realized. At December 31, 2008, our net deferred tax assets were $341.2 million.

Determining the need for or the amount of a valuation allowance involves Jjudgments, estimates
and assumptions. We review historical results, forecasts of taxable income based upon business
plans, eligible carryforward periods, periods over which deferred tax assets are expected to reverse,
developments related to the American Centrifuge Plant, tax planning opportunities, and other
relevant considerations. The underlying assumptions may change from period to period. If we were
to determine that it is more likely than not that all or some of the deferred tax assets will not be
realized in future years, a valuation allowance would result.

In July 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in
Income Taxes” (“FIN 48”), which became effective January 1, 2007. This interpretation clarifies the
accounting for income taxes by prescribing a minimum recognition threshold that a tax position is
required to meet before the related tax benefit may be recognized in the financial statements. FIN 48
also provides guidance on derecognition, measurement, classification, interest and penalties,
accounting in interim periods, disclosure and transition. At December 31, 2008, the liability for
unrecognized tax benefits, included in other long-term liabilities, was $3.8 million and accrued
interest and penalties totaled $0.9 million.



Results of Operations

We have two reportable segments measured and presented through the gross profit line of our
income statement: the low enriched uranium (“LEU”) segment with two components, separative
work units (“SWU”) and uranium, and the U.S. government contracts segment. The LEU segment is
our primary business focus and includes sales of the SWU component of LEU, sales of both SWU
and uranium components of LEU, and sales of uranium. The U.S. government contracts segment
includes work performed for DOE and its contractors at the Portsmouth and Paducah GDPs as well
as nuclear energy services and technologies provided by NAC. Intersegment sales between our
reportable segments were less than $0.1 million in each year presented below and have been
eliminated in consolidation.

2008 Compared to 2007
2008 2007 Change %
(millions)
LEU segment
Revenue:
SWU revenue.......coceevevereecccccnneeenneesscsonen $1,175.5 $1,570.5 $(395.0) (25)%
Uranium revenue ..........eeoeeeeerereeeserenveeseeen. 217.1 163.5 53.6 33%
TOtAL.....coeeereeeireerecreeeeeee et et eseeen: 1,392.6 1,734.0 (341.4) 20)%
Cost Of saleS....cccerererveviecrercnrrereerreeeerean: 1.202.2 1.473.6 271.4 18%
GrOSS Profit......ccvvuvveirvirenrerrinvsesnnsinsennnee. $1904 $2604 $(70.0 Q2NH%
U.S. government contracts segment
REVENUE .....ccvveeieeeetieeceeee e snesae e $222.0 $194.0 $28.0 14%
Cost Of SALES...cccereevrerererrerenreeercseenecessrennecnn: 183.6 1669 16.7) (10)%
GIOSS PIOfit..ccceececcerceneriercereeceseseeeennnen. $384 $27.1 $113 42%
Total
REVENUE ....ooeeeeemeeeeceeieee e seecnaeenessnssnen. $1,6146 $1,928.0 $(3313.4) (16)%
Cost Of 5alES......cuvireererecreeee e e crereeeeenes 1,385.8 1,640.5 2547 16%
GrOSS Profit..ccceeeeecrenreecceceerceeeressecessscsesee. $228.8 $287.5 $58. 1 20)%
Revenue

The volume of SWU sold declined 27% in 2008 compared to 2007 due to the timing of utility
customer refuelings. Because a majority of the reactors served by USEC are refueled on an 18-to-24
month cycle, we anticipate deliveries in 2009 roughly similar to 2007. The average price billed to
customers for sales of SWU increased 2% reflecting the particular contracts under which SWU was
sold during the periods as well as the general trend of higher prices under contracts signed in recent
years. There was no revenue under barter contracts in 2008. In 2007, revenue from the sales of SWU
under barter contracts, based on the estimated fair value of uranium received in exchange for SWU,
was $50.8 million.

The volume of uranium sold in 2008 compared to 2007 declined 4% and the average price
increased 38% reflecting the timing of customer orders and the particular price mix of contracts
under which uranium was sold.

Revenue from the U.S. government contracts segment increased 14% in 2008 compared to 2007.
Revenue for contract work at the Portsmouth GDP increased $18.8 million to $176.2 million in 2008.
This increase was related to cold shutdown efforts and incremental revenue for fiscal 2002 DOE
contract work based on the resolution of concerns regarding billable incurred costs. Revenue for
contract work at the Paducah GDP also increased by $1.2 million to $12.7 million in 2008. Revenue
for contract work at NAC increased $8.0 million to $33.1 million in 2008 due to the timing of sales
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for NAC.

As of December 31, 2008, we have finalized and submitted to DOE the billable incurred costs for
Portsmouth and Paducah GDP contract work for the six months ended December 31, 2002 and the
years ended December 31, 2003, 2004, 2005, 2006 and 2007. At December 31, 2008, $4.6 million,
reflecting the elimination of allowances associated with estimates contained in the provisional billing
rates, was recognized. Additional revenue based on the difference between provisional billing rates
and final billing rates will be recognized upon completion of the DCAA audit and notice by DOE
authorizing final billing.

Cost of Sales

Cost of sales for SWU and uranium declined $271.4 million (or 18%) in 2008 compared to 2007
due to the declines in volumes sold partially offset by higher unit costs. Under our monthly moving
average cost method, new production and acquisition costs are averaged with the cost of inventories
at the beginning of the period. Cost of sales per SWU was 4% higher in 2008 compared to 2007.

Production costs increased $108.5 million (or 14%) in 2008 compared to 2007 primarily due to a
10% increase in overall production volume and an increase in the average cost of electric power. Unit
production costs increased 3%. The cost of electric power increased by $104.7 million year-to-year,
reflecting an additional 1.6 million megawatt hours purchased in 2008, an increase of 12%. The
increase in production volume and power purchased resulted in a 2% decline in our electric power
usage efficiency. The average cost per megawatt hour increased 6% driven by TV A fuel cost
adjustments and higher costs for supplemental power purchased at market-based prices.

Purchase costs for the SWU component of LEU under the Russian Contract increased $53.0
million in 2008 compared to 2007 due to an 11% increase in the market-based purchase cost per
SWU. Purchase prices paid under the Russian Contract are set by a market-based pricing formula and
have increased as market prices have increased in recent years.

Cost of sales for the U.S. government contracts segment increased $16.7 million (or 10%)
primarily due to increased contract work related to cold shutdown efforts and NAC timing of sales.

Gross Profit

Our gross profit margin was 14.2% in 2008 compared to 14.9% in 2007 reflecting lower margins
in the LEU segment slightly offset by higher margins in the U.S. government contracts segment.

Gross profit for SWU and uranium declined $70.0 million in 2008 compared to 2007 due to lower
SWU sales volume and higher inventory costs, partly offset by higher average sales prices for SWU
and uranium.

Gross profit for the U.S. government contracts segment increased $11.3 million in 2008 compared
to 2007 due to increased contract work related to cold shutdown efforts at the Portsmouth GDP,
incremental revenue for fiscal 2002 DOE contract work based on the resolution of concerns
regarding billable incurred costs, and the elimination of allowances associated with estimates
contained in the provisional billing rates for the six months ended December 31, 2002 and the years
ended December 31, 2003, 2004, 2005, 2006 and 2007.
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The following table presents elements of the accompanying consolidated statements of income
that are not categorized by segment (amounts in millions, except percentages):

2008 2007 Change %,

GIOSS Profit ...c.cocecemvcururnninnreenernneresssssesssenscs $228.8 $287.5 $(58.7) 0)%
Advanced technology COStS.......couvenrreicnne 110.2 127.3 17.1 13%

Selling, general and administrative............. 543 453 _9.00 20)%
Operating iNCOME.......cueerriveriessessessissesssasees 64.3 114.9 (50.6) 44)%
INLETESt EXPENSE..o.eeemeerirerirercirrererssraresssanes 17.3 16.9 0.4) (2)%
Interest (INCOME) .....cucurrverereerreserensecsecrcnes 241 (33.8) _9.1) 2N%
Income before income taxes .........cceeeeeenns 71.7 131.8 (60.1) (46)%
Provision for income taxes........c..cocvereenrrenes _230 35.2 12.2 35%

NEL INCOMC c...eerervvecrceereesrsnessensesssessssaseens $48.7 $9.6 $419) (50)%

Advanced Technology Costs

The decrease in advanced technology costs reflects reduced demonstration costs for the American
Centrifuge technology. Demonstration costs associated with assembling and testing of centrifuge
machines and equipment at our Oak Ridge test facilities has declined as spending has increased in
activities related to capitalized construction work in progress on the centrifuge machines and
American Centrifuge Plant. Demonstration costs for the American Centrifuge technology were
$108.8 million in 2008 compared to $125.9 million in 2007. The remaining amounts included in
advanced technology costs are efforts by NAC to develop its MAGNASTOR storage system.

Selling, General and Administrative

Compensation and benefit expenses increased $2.1 million in 2008 compared to 2007 reflecting
the low level of stock-based compensation expense in 2007 that resulted from a decline in our stock
price. Consulting costs increased $1.9 million primarily related to strategy, enterprise risk
management, and organizational efforts. Travel costs increased $1.1 million primarily related to
additional corporate travel related to the American Centrifuge project. Selling, general, and
administrative expenses in 2007 reflect the reversal of a previously accrued tax penalty of $3.4
million.

Interest Expense and Interest Income

Interest expense increased $0.4 million (or 2%) reflecting a full year of interest in 2008 on our
3.0% convertible senior notes or an increase of approximately $12.8 million, offset by increased
interest amounts capitalized related to American Centrifuge of approximately $8.4 million, as well as
reductions in interest expense as we repaid a portion of our 6.75% senior notes. In addition, accrued
interest expense for taxes decreased $2.8 million period to period reflecting the reduction in our FIN

48 liability.

Interest income declined $9.1 million (or 27%) in 2008 compared to 2007. Interest income in
2007 benefited from reversals of previously accrued interest expense on taxes and interest expense
recorded upon the adoption of FIN 48 effective January 1, 2007. These reversals related to the
expiration of the U.S. federal statute of limitations with respect to tax return years 1998 through 2003
and agreement on outstanding matters reached with the IRS during the second quarter of 2007.
Partially offsetting the decline in interest income was a $2.2 million increase of interest income on
short-term investments in 2008 as a result of increased cash and investment balances following our
issuance of convertible notes and common stock in September 2007.
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Provision for Income Taxes

The provision for income taxes in 2008 was $23.0 million, including benefits of $4.4 million
primarily due to reversals of previously accrued amounts under accounting guidance provided in FIN
48 of $2.9 million and an increase in research credits of $1.5 million for 2007 which resulted from a
research credit study completed in the third quarter 2008. The reversals of FIN 48 liabilities in 2008
of $2.9 million primarily resulted from the completion of IRS federal income tax audits for 2004
through 2006. The provision for income taxes of $35.2 million in 2007 included $12.6 million in
benefits due to reversals of accruals previously recorded and those associated with the adoption of
FIN 48. These reversals primarily resulted from the expiration of the U.S. federal statute of
limitations with respect to tax return years 1998 through 2003.

Excluding the effects of FIN 48 and research credit related adjustments, the overall effective
income tax rate was 38% in 2008 and 36% in 2007. The increase is primarily due to decreases in
income before income taxes, the manufacturing deduction, and the FIN 48 penalty reversal, offset by
the increase in the federal research credit. In October 2008, the federal research credit was extended
through December 31, 2009.

Net Income

Net income declined $47.9 million (or $0.60 per share-basic and $0.59 per share-diluted) in 2008
compared to 2007 due primarily to the after-tax impact of lower gross profits in the LEU segment
due to lower SWU sales volume, which was a result of the timing of utility customer refuelings, and
higher inventory costs, partially offset by higher average sales prices for SWU and uranium. The
decline was partially offset by lower advanced technology expenses. In addition, the corresponding
period in 2007 benefited by $22.1 million from the impact of reversals of accruals previously
recorded and those associated with the adoption of FIN 48, released upon the U.S. federal statute of
limitations expiration with respect to tax return years 1998 through 2003 and the completion of the
IRS examination for all tax years through 2003. The decline in net income per share also reflects our
issuance of 23 million shares of common stock in September 2007.
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2007 Compared to 2006

2007 2006 Change %
(millions)

LEU segment
Revenue:

SWU rEVENUE......cccrveeererecsrneecnerssnneemsesesnes. $1,5705 $1,3374 $233.1 17%

UTanium FEVENUE ......veeevvveeereasscsoeeesseensanenn: 163.5 316.7 (153.2) (48)%

TOtAL.......co oo neenenerrse s nssssnens 1,734.0 1,654.1 79.9 5%
COSE OF SALES ceeeerrereerravrerecrnraresssesnsesaisrennesan: 1,473.6 1,349.2 (124.4) (9%
GIOSS PIOfil..c..cieviriisinireinennonsnescsnnesinenassnins $260.4 $304.9 $44.5) (15)%
U.S. government contracts segment
REVENUE ....c.oeeeevreereeereeeerrecenssceecneeessssssseensanee: $194.0 $194.5 $(0.5) 0%
COSt Of SALES..covevirrierrrrrererreneereersecssessanane. 166.9 162.5 44 )%
GIOSS PIOfil..ecececcrcmirerireseneserersnesinsensssensanan: $27.1 $32.0 $(4.9 (15)%
Total
REVENUE ..cveeeeevverirrreeievenaessmnasseessasisrssssessssesnns $1,928.0 $1,848.6 $794 4%
COSt OF SALES..uuvererirecrrecrcnanneneerrerisiseresssssannaens 1,640.5 1,511.7 (128.8) D%
GIOSS PrOfit...cuoncveiucncrerirrnrrssesessasssssissnsenn. $287.5 $336.9 $(49.4) (15)%

Revenue

The volume of SWU sold increased 8% in 2007 compared to 2006 and the average price billed to
customers increased 9%. The increase in volume reflects net increases in purchases by customers and
the timing of utility customer refuelings. The increase in the average price reflects higher prices
charged to customers under contracts signed in recent years, price increases from contractual
provisions for inflation and market adjustments, and the mix of deliveries under newer versus older
contracts.

Revenue from the sales of SWU under barter contracts, based on the estimated fair value of
uranium received in exchange for SWU, was $50.8 million in 2007 and $12.5 million in 2006.

The volume of uranium sold decreased 60% reflecting declines in our inventory of uranium
available for sale. The average price for uranium delivered increased 29% reflecting higher-priced
contracts signed with customers in recent years.

Revenue from the U.S. government contracts segment declined less than 1% in 2007 compared to
2006. Revenue for contract work at the Portsmouth GDP increased $0.7 million in 2007 due to an
additional scope of work performed under the cold shutdown contract partially offset by a reduction
resulting from the completion of the legacy centrifuge equipment removal project in August 2006.
Revenue for contract work at the Paducah GDP and NAC slightly declined in 2007 compared to
2006 offsetting the Portsmouth GDP increase.

Cost of Sales

Cost of sales for SWU and uranium increased $124.4 million (or 9%) in 2007 compared to 2006
primarily due to the 8% increase in the volume of SWU sold. Cost of sales per SWU was 7% higher
reflecting increases in average inventory costs. Under our monthly moving average cost method, new
production and acquisition costs are averaged with the cost of inventories at the beginning of the

period.
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Production costs increased $157.2 million (or 25%), primarily due to increases in the cost of
electric power. Production levels increased 9% and unit production costs increased 14%. The cost for
electric power increased $147.3 million, reflecting an increase in the average cost per megawatt hour
and an increase in megawatt hours purchased. The average cost per megawatt hour increased 22%,
reflecting higher prices under the TVA power contract effective June 2006. The utilization of electric
power, a measure of production efficiency, was about the same in 2007 as in 2006.

Purchase costs for the SWU component of LEU under the Russian Contract increased $23.4
million due to increases in the market-based purchase cost per SWU. Purchase prices paid under the
Russian Contract are set by a market-based pricing formula and have increased as market prices have
increased in recent years.

Cost of sales for the U.S. government contracts segment increased $4.4 million (or 3%) primarily
due to sales of lower margin contract services at NAC.

Gross Profit

Our gross profit margin was 14.9% in 2007 compared to 18.2% in 2006 reflecting lower margins
in both segments.

Gross profit for the LEU segment declined $44.5 million (or 15%) in 2007 compared to 2006. The
positive impact of increases in SWU and uranium sales prices was reduced in 2007 compared to
2006 as higher production and purchase costs were recognized in cost of sales. In addition, the
decline in uranium sales reflects reduced uranium available for sale.

Gross profit for the U.S. government contracts segment declined $4.9 million (or 15%) due to
sales of lower margin contract services at NAC.

The following table presents elements of the accompanying consolidated statements of income
that are not categorized by segment (amounts in millions, except percentages):

2007 2006 Change %
GIOSS PrOfit ....ovceerereeerereceeeese e, $287.5 $336.9 $(49.4) (15)%
Special charges......cccoeeeeeververeecvrincrrenenn, - 39 39 -
Advanced technology costs......................... 127.3 105.5 (21.8) 2DH%
Selling, general and administrative............. 453 488 35 1%
Operating iNCOME.........corurrererereererrerecrrenne. 114.9 178.7 (63.8) (36)%
Interest EXPEnSe. .......covvurevereererrerernsrereresennene 16.9 14.5 2.4 (17)%
Interest (INCOME) .....voverenmeeeereeeeeeeeeeeeeenn. (33.8) (6.2) 216 445%
Income before income taxes ..............co...e... 131.8 170.4 (38.6) (23)%
Provision for income taxes............cooovevevnen. 352 64.2 29.0 45%
NEt INCOME ...t seseseeenas $96.6 $106.2 $(9.6) 9%

Special Charges

Special charges in 2006 consisted of $1.3 million related to an organizational restructuring and
$2.6 million resulting from the impairment of an intangible asset related to the 2004 acquisition of
NAC. The acquisition cost allocated to customer contracts and relationships from the NAC
acquisition was reduced after DOE set aside certain contract work for small businesses for which
NAC did not qualify.

70



Advanced Technology Costs

The increase in advanced technology costs reflects increased demonstration costs for the
American Centrifuge technology. NAC-related advanced technology costs were $1.3 million in 2007
and $2.1 million in 2006.

Selling, General and Administrative

The decline in selling, general, and administrative expenses reflects a reversal in 2007 ofa
previously accrued tax penalty of $3.4 million. We reached agreement with the IRS during the
second quarter of 2007 on certain deductions related to expenditures made in the tax return years
1998 through 2000. Consulting expenses declined $0.8 million in 2007 compared to 2006. Offsetting
these improvements were increased stock-based compensation expenses resulting primarily from
vesting of participants in our equity compensation plans.

Interest Expense and Interest Income

Interest expense increased in 2007 compared to 2006 due to accrued interest on our $575.0 million
of convertible notes issued in September 2007, and increases of accrued interest for taxes. The
increase is partly offset by an increase of $3.2 million in capitalized interest related to the American
Centrifuge Plant and our repayment of $288.8 million of our 6.625% senior notes on the scheduled
maturity date in January 2006.

Interest income increased due, in large part, to reversals of previously accrued interest expense on
taxes and interest expense recorded upon the adoption of FIN 48 effective January 1, 2007. These
reversals relate to the expiration of the U.S. federal statute of limitations with respect to tax return
years 1998 through 2003 and agreement on outstanding matters reached with the IRS during the
second quarter of 2007. The increase in interest income is also due to increased cash and investment
balances resulting from the proceeds from our issuances of convertible notes and common stock in

September 2007.
Provision for Income Taxes

The provision for income taxes in 2007 was $35.2 million with an overall effective income tax
rate of 27%. We recorded the effects of $12.6 million of tax benefits due to reversals of accruals
previously recorded and those associated with the adoption of FIN 48 effective January 1, 2007.
Excluding these effects, our effective tax rate would have been 36% in 2007. The most significant
items in the remaining difference between the effective tax rate in 2007 as compared to the statutory
federal and state income tax rate include the positive effects related to our manufacturing deduction
and research and other tax credits.

The provision for income taxes in 2006 was $64.2 million with an overall effective income tax
rate of 38%. Differences between the effective tax rate in 2006 as compared to the statutory federal
and state income tax rate include the effects of state deferred tax asset reductions offset by research

and other tax credits.

Net Income

Net income declined $9.6 million (or $0.18 per share-basic and diluted) in 2007 compared to
2006, reflecting the after-tax impacts of lower gross profits and higher American Centrifuge
demonstration costs, partly offset by $22.1 million of tax-related effects from the impact of reversals
of accruals previously recorded and those associated with the adoption of FIN 48, released upon the
U.S. federal statute of limitations expiration with respect to tax return years 1998 through 2003 and
the completion of the IRS examination for all tax years through 2003. The decline in net income per
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share also reflects our issuance of 23 million shares of common stock in September 2007.

2009 Outlook

As expressed in previous guidance, we expect the volume of SWU sold in 2009 to return to a level
similar to that seen in 2007. Because a majority of our customers refuel their reactors on an 18-to-24
month cycle, those customers who refueled reactors in 2007 are likely to require LEU again in 2009.
In the past five years, we have sold roughly 10 to 13 million SWU per year, and we expect to exceed
the high end of that range in 2009.

We expect total revenue in the range of $2.2 to $2.25 billion in 2009. Revenue from SWU sales is
expected to be approximately $1.8 billion, or about 50% higher than 2008. SWU volume is expected
to be approximately 40% higher and the average price billed to customers is expected to be 10%
higher. Revenue from uranium is expected to decline to just under $200 million in 2009 as spot
uranium prices gradually fell during 2008. The recognition of this revenue is subject to the timing of
uranium used as feed stock in LEU deliveries. Revenue from government services and other is
expected to be relatively flat at about $220 million in 2009.

Electric power represents 70% to 75% of our cost of production at the Paducah GDP. We have a
contract with the Tennessee Valley Authority to purchase 2,000 megawatts of power during the non-
summer months of 2009 at a fixed base price that increased slightly over 2008. Under this contract
we also pay an adjustment to reflect the cost of fuel or purchased power above or below the cost
assumed in that base price. The fuel cost adjustment averaged 15% above the base price in 2008 and
TV A has continued to forecast increased fuel and purchased power costs for 2009. The uncertainty of
fuel prices in the current economic climate results in difficulty in predicting this major production
cost component, and variations from our forecast can significantly affect results. We produce about
half of our supply and purchase half from Russia under the Megatons to Megawatts program. Under
the program’s market-based pricing formula, we expect to pay Russia about 11% more for LEU
purchased in 2009, compared to 2008, reflecting increases in SWU market price indicators in recent
years.

Our cost of sales, reflecting higher production and purchase costs rolling through our inventory, is
increasing faster than our average price billed to customers. This has put pressure on our gross
margin in recent years and that trend is expected to continue in 2009. Thus, although our average
price billed to customers is expected to improve from last year, the expected increase in cost of sales
is greater. We expect our gross profit margin in 2009 to be between 10% and 12%, compared to
14.2% in 2008.

The sharp downturn in the fair value of pension and postretirement benefit plan assets, due
primarily to market conditions from 2008, will also result in higher net benefit costs in 2009. These
net benefit costs are embedded in our costs for both business segments, as well as selling, general and
administrative (“SG&A”) expense. Combined, this net benefit cost is estimated to be approximately
$51 million higher than in 2008 and will also require us to fund these plans by approximately $15
million more than in 2008.

Below the gross profit line, we expect SG&A expense to be approximately $57 million in 2009.
We expect our income tax rate will be close to the combined federal and state statutory rate.
Although much of our spending on the American Centrifuge Plant is anticipated to be capitalized, we
expect to continue development and value engineering efforts that are expensed. We expect to
expense roughly $120 million of spending during 2009. In addition, our baseline plan for ACP
capital expenditures in 2009 is approximately $700 million but this amount will be affected by our
announced plan to slow down spending on the ACP, as discussed in “Liquidity and Capital
Resources”.
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Based on these projections, we anticipate net income in a range of $25 to $50 million for 2009.
Cash flows from operations in 2008 were negative in part due to a build-up of SWU inventory in
advance of higher anticipated SWU deliveries in 2009. This inventory is expected to be monetized in
2009, thus substantially improving cash flow from operations, year over year. Although we expect
higher disbursements for electric power, increased purchase costs from Russia and continued
significant ACP spending that is expensed, we anticipate cash flow generated from operations in a
range of $240 to $275 million.

Our financial results guidance is subject to a number of assumptions and uncertainties that could
affect results either positively or negatively. Variations from our expectations could cause substantial
differences between our guidance and ultimate results. Among the factors that could affect net
income and cash flows are:

o Changes to the electric power fuel cost adjustment from our current projection;

e The potential for significantly reduced ACP spending as a result of our announced plan to
slow down project spending;

e The amount of spending on the ACP that is classified as an expense;

e The timing of recognition of previously deferred revenue, particularly related to the sale of
uranium;

¢ Movement and timing of customer orders;

e Changes in SWU and uranium market price indicators, and changes in inflation that can
affect the price of SWU billed to customers; and

e Additional uranium sales made possible by underfeeding the production process at the
Paducah GDP.

Liquidity and Capital Resources

We provide for our liquidity requirements through our cash balances, working capital and access to
our bank credit facility. Our cash needs include the funding of American Centrifuge project activities.

We had a cash balance of $248.5 million as of December 31, 2008 compared to $886.1 million at
December 31, 2007. We need to raise a significant amount of additional capital to continue funding
and to complete the American Centrifuge Plant. We do not believe public market financing for a
large capital project such as the American Centrifuge Plant is available to us given current financial
market conditions. In July 2008, we applied to the DOE Loan Guarantee Program as the path for
obtaining $2 billion in debt financing to complete the American Centrifuge Plant. Areva, a company
majority owned by the French government, also applied for funding under this program for a
proposed plant in the U.S. and is also being considered by DOE. We are seeking a selection of our
project by DOE in the short term, followed by an expeditious funding commitment and financial
closing. However, we have no assurance that our project will be selected to move forward in the
program, and if we are selected, it could still take an extended period for the loan guarantee and
funding to be finalized. Accordingly, we have initiated steps to conserve cash and reduce the planned
escalation of project construction and machine manufacturing activities until we gain greater clarity
on potential funding for the project through the DOE Loan Guarantee Program. In addition, on a
parallel path, we continue to evaluate potential third-party investment.

Our intent is to reduce our spending in 2009 to work within the combination of our expected funds
available through our cash from operations and available borrowings under our credit facility and
ensure that we have adequate liquidity for our ongoing operations. Under our deployment schedule
for the ACP, spending was expected to peak in 2009 with spending of approximately $800 million,
including a substantial ramp up in coming months with the hiring of plant construction workers and
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preparing facilities that would provide key components for the AC100 centrifuge machines. Our
initial steps to slow the growth of project spending in 2009 include sharply reducing the ramp up in

- hiring construction and craft workers for the ACP and deferring select procurements. We are working
with our suppliers to identify and implement actions that can be taken to reduce costs while
minimizing the impact on project cost and schedule. We may also take other actions to ensure that
we have adequate liquidity for our ongoing operations and remain in compliance with covenants
under our debt agreements. Further details are provided in “~ Capital Structure and Financial
Resources” and Part I, Item 1A, “Risk Factors” of this report.

Without a DOE loan guarantee or other financing and without taking into account our plans to
slow down project spending in 2009, we anticipate that our cash, expected internally generated cash
flow from operations and available borrowings under our revolving credit facility would be sufficient
to meet our cash needs for approximately 6-9 months under our baseline budget and schedule. Taking
into account our plans to slow down project spending, we anticipate that our liquidity will be
sufficient beyond this period. If we determine that a loan guarantee or alternative financing is not
forthcoming or available in the near term, we will take additional steps to implement further project
spending reductions to maintain sufficient liquidity for at least twelve months. However, additional
funds may be necessary sooner than we currently anticipate if we are not successful in our efforts to
conserve cash or in the event of increases in the cost of the American Centrifuge project,
unanticipated prepayments to suppliers, increases in financial assurance, unanticipated costs under
the Russian Contract, increases in power costs or any shortfall in our estimated levels of operating
cash flow, or to meet other unanticipated expenses.

We believe the Paducah GDP provides a meaningful operational backstop during the ACP
deployment period and we have the flexibility to extend its operations as part of any alternative
planning we may evaluate as the most prudent path for deploying the ACP.

The change in cash and cash equivalents from our consolidated statements of cash flows are as
follows on a summarized basis (in millions):

Years Ended December 31
2008 2007 2006
Net cash provided by (used in) operating activities........... $(104.9) $109.2 $278.1
Net cash (used in) investing aCtiVities ...........eoevuueersrenn. @712  (1704) (79.6)
Net cash provided by (used in) financing activities........... (35.5) 775.9 (286.2)

Net increase (decrease) in cash and cash equivalents........ $(637.6) $714.7 $@7.7

Operating Activities

During 2008, net cash used in operating activities was $104.9 million. Net inventory balances
grew $270.6 million reflecting increased production volume and costs and a build-up of SWU
inventory in advance of higher anticipated SWU deliveries in 2009. An additional use of cash flow
was an increase in prepaid power costs of $17.7 million related to the TVA fuel adjustment and
prepaid taxes of $20.9 million. A decrease in accounts receivable of $98.8 million in 2008 following
strong sales in the fourth quarter of 2007 and increased deferred profits relating to uranium and LEU
that were sold but not shipped during the year provided increased cash flow. Results of operations in
2008 contributed $48.7 million to cash flow and $34.2 million in non-cash adjustments for
depreciation and amortization.

During 2007, we generated net cash flow from operating activities of $109.2 million. Results of
operations of $96.6 million and $39.5 million in non-cash adjustments for depreciation and
amortization contributed to our operating cash. Results of operations include approximately $22.1
million of non-cash related reversals of tax-related accruals previously recorded and those associated
with the adoption of FIN 48. These increases in cash flow were slightly offset by the timing of other
balance sheet items.
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During 2006, we generated net cash flow from operating activities of $278.1 million. Results of
operations contributed $106.2 million to cash flow and $36.7 million in non-cash adjustments for
depreciation and amortization. A reduction in net inventory balances of $176.1 million period to
period also contributed to cash flow, as we sold from existing inventories as well as from current
production. Reductions in accounts payable and other liabilities reduced cash flow from operations
by $82.1 million during the period, principally from tax payments, prepayment modifications under
the amended TV A contract, and payments to our former president and chief executive officer in
settlement of his claims. The timing of other balance sheet items, principally the timing of accounts
receivable collections, also contributed to the increase in cash flow.

Investing Activities

Capital expenditures were $441.9 million in 2008, $137.2 million in 2007 and $44.8 million in
2006. Capital expenditures during these periods are principally associated with the American
Centrifuge Plant, including prepayments made to suppliers for services not yet performed. Cash
deposits are made as collateral for surety bonds were $35.3 million in 2008, $33.2 million in 2007
and $34.8 million in 2006. The surety bonds represent financial assurance relating primarily to the
future disposition of depleted uranium generated in our enrichment process and American Centrifuge
decontamination and decommissioning.

Financing Activities

There were no short-term borrowings under the credit facility at December 31, 2008 or at
December 31, 2007. Aggregate borrowings and repayments under the revolving credit facility in
2008 were $48.3 million, and the peak amount outstanding was $37.4 million. In 2008, we
repurchased $54.3 million of the 6.75% senior notes due January 20, 2009. The cost of the
repurchase was $52.8 million and was net of a discount of $1.5 million. Subsequently, we repaid the
remaining principal balance of $95.7 million on the scheduled maturity date of January 20, 2009 with
available cash.

In September 2007, we raised net proceeds, after underwriter commissions and offering expenses,
of approximately $775 million through the concurrent issuance of 23 million shares of common stock
and $575 million in aggregate principal amount of convertible notes. Other issuances of common
stock, primarily from employee stock-based compensation plans, provided cash flow from financing
activities of $0.1 million in 2008, $0.5 million in 2007, and $2.5 million in 2006. There were 111.8
million shares of common stock outstanding at December 31, 2008, compared with 110.6 million at
December 31, 2007, an increase of 1.2 million shares (or 1%) and 87.1 million at December 31,
2006, or an increase from 2006 to 2007 of 23.5 million shares (or 27%).

In January 2006, we repaid the remaining principal balance of our 6.625% senior notes of $288.8
million on the scheduled maturity date using cash on hand and borrowing under our bank credit
facility of approximately $78.5 million. We repaid the $78.5 million borrowing with funds from
operations by the end of January 2006.
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Working Capital

December 31,
2008 2007
(millions)
Cash and cash equivalents ...........ccoeeeerrereeereeerreencncncane $248.5 $886.1
Accounts receivable..............o.oueenne... et rasanens 154.1 2529
INVENLOTIES, NEL.....ccvvererrrreaenreieirirecaerseeeerreessessesesssnenes 1,101.7 831.1
Current portion of long-term debt...........coeveererieercenen. 95.7) -
Other current assets and liabilities, net ..........ccceuvuenen.ee.. (234.3) (255.3)
Working €apital ........ccocvvivieviecrnieeresiereeniereeserenecseennes $1.1743 $1,714.8

The decline in working capital of $540.5 million reflects cash used in investing activities of
$477.2 million in 2008, principally for capitalized expenditures associated with the American
Centrifuge Plant. At December 31, 2008, the current portion of long-term debt consisted of the
remaining balance of the 6.75% senior notes, which were paid in full on the scheduled maturity date
of January 20, 2009. The increase in net inventories reflects a temporary build-up in anticipation of a
greater volume of near-term SWU sales.

Capital Structure and Financial Resources

At December 31, 2008, our long-term debt consisted of $575.0 million in 3.0% convertible senior
notes due October 1, 2014. These notes are unsecured obligations and rank on a parity with all of our
other unsecured and unsubordinated indebtedness. Financing costs of $14.3 million related to the
convertible notes were deferred and are being amortized over the life of the debt. The current portion
of long-term debt, included in current liabilities, consisted of $95.7 million of 6.75% senior notes
which were paid in full at maturity on January 20, 2009.

In August 2005, we entered into a five-year, syndicated bank credit facility, providing up to
$400.0 million in revolving credit commitments, including up to $300.0 million in letters of credit,
secured by assets of USEC Inc. and our subsidiaries. The credit facility is available to finance
working capital needs and fund capital programs, including the American Centrifuge project.
Financing costs of $3.5 million and $0.3 million to obtain and amend the credit facility, respectively,
were deferred and are being amortized over the five-year life.

There were no short-term borrowings under the revolving credit facility at December 31, 2008 or
December 31, 2007. Letters of credit issued under the facility amounted to $48.0 million at
December 31, 2008 and $38.4 million at December 31, 2007.

Outstanding borrowings under the credit facility bear interest at a variable rate, which at our
election is equal to either:

e the sum of (1) the greater of the JPMorgan Chase Bank prime rate and the federal funds rate
plus ¥2 of 1%, plus (2) a margin ranging from 0.25% to 0.75% based upon collateral
availability, or

¢ the sum of LIBOR plus a margin ranging from 2.0% to 2.5% based on collateral availability.
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Borrowings under the credit facility are subject to limitations based on established percentages of
qualifying assets such as eligible accounts receivable and inventory. The credit facility contains
various reserve provisions that reduce available borrowings under the facility periodically or restrict
the use of borrowings if certain requirements are not met, including those listed below.

December 31,
" Requirement 2008 2007
(millions)

Available Credit.........coceervrueeunee $343.0 $361.6
Credit facility provisions:

Availability ........ccovvecmiicrnnccaas 2 $35.0 $342.3 $360.9

Collateral Availability ........... 2 $75.0 $342.3 $393.3

Available Liquidity................ 2$125.0 $591.5 $1,247.7

As of December 31, 2008 and 2007, we met all of the reserve provision requirements by a large
margin. However, we expect to have borrowings under the credit facility in 2009, which will reduce
Availability, Collateral Availability and Available Liquidity.

“Available Credit” reflects the levels of qualifying assets at the end of the previous month less any
borrowings or letters of credit, and will fluctuate during the year. Qualifying assets are reduced by
certain reserves, principally a reserve for future obligations to DOE with respect to the turnover of
the gaseous diffusion plants at the end of the term of the lease of these facilities.

“Availability” means, the lesser of (i) $400 million and (ii) the sum of eligible receivables and
eligible inventory, subject to caps, less the sum of letters of credit issued, outstanding loan balances
and accrued interest, fees and expenses. Availability equals Available Credit less accrued interest,
fees and expenses.

“Collateral Availability” means the sum of eligible receivables and eligible inventory, subject to
caps, minus the outstanding loans, letters of credit issued and accrued interest, fees and expenses.

“Available Liquidity” means Availability plus cash balances in accounts controlled by the
administrative agent.

Additional details regarding these reserve provisions follow.

Requirement Outcome
Auvailability 2 $35 million If not met at any time, an event of default is triggered.

Collateral Availability If not met for 7 consecutive days, then fixed charge ratio

2 $75 million required to be 1.00 to 1.00 until the 90™ consecutive day
Collateral Availability is restored to $75 million.

Available Liquidity If not met for 7 consecutive days, non-financed capital

2 $125 million expenditures are limited to $50 million until the 90"
consecutive day Available Liquidity is restored to $125
million.

Other reserves under the revolving credit facility, such as availability reserves and borrowing base
reserves, are customary for credit facilities of this type.

The revolving credit facility also includes various customary operating covenants, including
restrictions on the incurrence and prepayment of other indebtedness, granting of liens, sales of assets,
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making of investments, maintenance of a minimum amount of inventory, and payment of dividends
or other distributions. Failure to satisfy the covenants would constitute an event of default under the
revolving credit facility. As of December 31, 2008, we were in compliance with all of the covenants.

Our current credit ratings are as follows:
Standard & Poor’s Moody’s

Corporate credit/family rating B- B3
3.0% convertible senior notes CCC unrated
Outlook Negative Negative

Our debt to total capitalization ratio was 37% at December 31, 2008 and 36% at December 31,
2007.

Financial Markets and Defined Benefit Pension Plans

In 2008, actual returns for our defined benefit pension plan assets were significantly below our
expected long-term rate of return on plan assets of 8% due to adverse conditions in the financial
markets. This performance and the associated decline in pension plan asset values did not impact our
funding pattern with respect to these plans in 2008. A summary of actual plan funding in 2008 and
expected funding in 2009 follows:

Postretirement

Defined Benefit Health and Life
Pension Plans Benefit Plans

{millions)
Actual contributions in 2008............ccocoereerevverrererannnn, $10.3 $3.6
Expected contributions in 2009 ..........c..coceeeveveereereresrsnns 23.6 53

The amount we contribute to our pension plans is determined by IRS regulations, the Pension
Protection Act of 2006, and government cost accounting standards.

The valuation of benefit obligations and costs in our financial statements requires judgments and
estimates including actuarial assumptions, expectations of future returns on benefit plan assets, and the
estimated discount rate at which benefit obligations could be effectively settled. A change in any of
these assumptions could result in different valuations. Our financial statements and future funding
levels could be impacted to the extent actual results differ from these assumptions, or lead to changes
in these assumptions. Refer to the risks, uncertainties and estimates related to pension plans in Item
1A, “Risk Factors”, and “Management’s Discussion and Analysis of Financial Condition and Results
of Operations — Critical Accounting Estimates,” and note 10 to our consolidated financial statements.
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Financial Assurance and Related Liabilities

The NRC requires that we guarantee the disposition of our depleted uranium and stored wastes with
financial assurance. The financial assurance in place for depleted uranium and stored wastes is based
on the quantity of depleted uranium and waste at the end of the prior year plus expected depleted
uranium generated over the current year. We also provide financial assurance for the ultimate
decontamination and decommissioning (“D&D”) of the American Centrifuge facilities to meet NRC
and DOE requirements. Surety bonds for the disposition of depleted uranium and for D&D are
partially collateralized by interest earning cash deposits included in other long-term assets. A
summary of financial assurance, related liabilities and cash collateral follows (in millions):

Financial Assurance Long-Term Liability

December 31, December 31,
2008 2007 2008 2007
Depleted uranium disposition ........ceecevueeee $232.0 $188.3 $119.5 $98.3
Decontamination and decommissioning of
American Centrifuge .......cocoveeceeecrieneenee 57.7 41.6 13.7 44
Other financial assurance..........ccceeeeveevrennes 229 16.5
Total financial asSUTANCEe .........ccvveeeviivrernns $312.6 $246.4
Letters of credit.....ooereeecreccrrceinrnnnrivenane 48.0 384
SUFELY DONAS «...covrvrinriirierentesenneinaeeeens 264.6 208.0
Cash collateral deposit for surety bonds...... $135.1 $97.0

The amount of financial assurance needed in the future for depleted uranium disposition is
anticipated to increase by an estimated $35 to $45 million per year depending on Paducah GDP
production volumes and the estimated unit disposition cost defined by the NRC requirement.

The amount of financial assurance needed for D&D of the American Centrifuge Plant is anticipated
to increase to roughly $200 million by the end of 2009, depending on construction progress and cost
projections. The current estimate of the total cost related to NRC and DOE D&D requirements is $403
million. Financial assurance will also be required for the disposition of depleted uranium generated
from future centrifuge operations.

See note 15 to the consolidated financial statements for a more detailed explanation regarding the
nature of differences between the financial assurance amounts and the related long-term liabilities.
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Contractual Commitments

USEC had contractual commitments at December 31, 2008, estimated as follows (in millions):

2010-  2012-
2009 2011 2013  Thereafter Total
Financing (1):
DEDE ot e e s $95.7 $- $- $575.0 $670.7
INEETESt 0N AEbE .n.vevveeeeeeereeeee oo 20.5 345 345 173 106.8
1162 345 345 3923 1775
Purchase Commitments:
United States Enrichment Corporation (2)........ 1,163.0 2,331.2 1,651.7 - 5,145.9
American Centrifuge (3)...cccccceeevvveerrevenerennens _102.2 _13.6 - - 1758
12652 24048 16517 = 3.321.7
Expected payments on operating leases.................. 6.7 11.1 6.8 29.2 53.8
Other long-term liabilities (4) ...cccovevveureernerrennnee. 29.5 54.7 81.1 436.2 601.5

$14176 $25051 $1.7741 $10577 $6,754.5

(1) We paid the 6.750% senior notes balance of $95.7 million on the scheduled maturity date of January
20, 2009. The 3.0% convertible senior notes amounting to $575 million are due October 1, 2014,
assuming no conversion to shares of common stock.

(2) Purchase commitments of subsidiary United States Enrichment Corporation include a commitment
to purchase SWU under the Russian Contract of approximately $3.4 billion and a commitment to
purchase power under the TVA contract of approximately $1.7 billion.

Currently, prices under the Russian Contract are determined using a discount from an index of
international and U.S. price points, including both long-term and spot prices. Beginning in 2010,
subject to receipt of necessary governmental approvals, prices will be determined under a formula
that combines a different mix of price points and other pricing elements. Under either formula, a
multi-year retrospective view of market-based price points in the index is used to minimize the
disruptive effect of any short-term swings in these price points. Actual amounts will vary based on
changes in the price points and other pricing elements.

Capacity under the TVA power purchase agreement is fixed. Prices are subject to monthly fuel cost
adjustments to reflect changes in TVA's fuel costs, purchased power costs, and related costs.

(3) Supply agreements for the purchase of materials, goods and services for the manufacture of
centrifuge machines to be used in the American Centrifuge Plant. Prices for minimum purchase
commitments above are subject to adjustment for inflation. Contractual provisions for termination
payments total $26.7 million for these agreements.

(4) Other long-term liabilities reported on the balance sheet include pension benefit obligations and
postretirement health and life benefit obligations amounting to $391.2 million, accrued depleted
uranium disposition costs of $119.5 million, the long-term portion of accrued lease turnover costs of
$54.9 million and the liability for unrecognized tax benefits of $3.8 million.

Off-Balance Sheet Arrangements

In December 2006, DOE signed an agreement with us licensing U.S. gas centrifuge technology to
USEC for use in building new domestic uranium enrichment capacity. We will pay royalties to the
U.S. government on annual revenues from sales of LEU produced in the American Centrifuge Plant.
The royalty ranges from 1% to 2% of annual gross revenue from these sales. Payments are capped at
$100 million over the life of the technology license. Other than the letters of credit issued under the
credit facility, the surety bonds and certain contractual commitments discussed above, there were no
material off-balance sheet arrangements, obligations, or other relationships at December 31, 2008 or
2007.
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Environmental Matters

In addition to estimated costs for the future disposition of depleted uranium, we incur costs for
matters relating to compliance with environmental laws and regulations, including the handling,
treatment and disposal of hazardous, low-level radioactive and mixed wastes generated as a result of
our operations. Environmental liabilities associated with GDP operations prior to July 28, 1998, are
the responsibility of the U.S. government, except for liabilities relating to certain identified wastes
generated by us and stored at the GDPs. DOE remains responsible for decontamination and
decommissioning of the GDPs. Operating costs for environmental compliance, including estimated
costs relating to the future disposition of depleted uranium, amounted to $39.9 million in 2008, $44.9
million in 2007, and $32.2 million in 2006.

Under a cleanup agreement with the Environmental Protection Agency (“EPA”), we removed
certain material from a site in South Carolina previously operated by Starmet CMI, one of our former
contractors, that was attributable to quantities of depleted uranium we had sent there under a 1998
contract. In June 2007, we were contacted by the EPA conceming costs incurred by the EPA for
additional cleanup at the Starmet site. In January 2009, pursuant to the terms of a September 2008
settlement agreement, we paid the EPA $1.0 million for the share of additional cleanup costs allocated
to us in resolution of this matter. At this time, the EPA has completed its actions at the site, and we are
not aware of any further claims associated with the site.

New Accounting Standards Not Yet Implemented

In September 2006, the Financial Accounting Standards Board (“FASB”) issued Statement of
Financial Accounting Standard (“SFAS”) No. 157, “Fair Value Measurements.” This statement
clarifies the definition of fair value, establishes a framework for measuring fair value when required
or permitted under other accounting pronouncements, and expands the disclosures on fair value
measurements. The implementation of SFAS No. 157 for financial assets and liabilities, effective
January 1, 2008, did not have an impact on USEC’s financial position and results of operations.

SFAS No. 157 is effective beginning with USEC’s first quarter of 2009 for non-financial assets

and liabilities. USEC does not expect that the adoption of the statement will have a material effect on
its financial position or results of operations for the first quarter of 2009.
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk

At December 31, 2008, the balance sheet carrying amounts for cash and cash equivalents,
accounts receivable, accounts payable and accrued liabilities, and payables under the Russian
Contract approximate fair value because of the short-term nature of the instruments.

We have not entered into financial instruments for trading purposes. At December 31, 2008, the
fair value of USEC’s term debt, based on the most recent trading price, and related balance sheet
carrying amounts follow (in millions):

Balance Sheet Fair
Carrying Amount Value
Debt:
6.75% senior notes due January 20, 2009............c..cou...... $95.7 $94.9
3.0% convertible senior notes due October 1, 2014.......... 575.0 207.0
$670.7 $301.9

Reference is made to additional information reported in management’s discussion and analysis of
financial condition and results of operations included herein for quantitative and qualitative
disclosures relating to:

* commodity price risk for electric power requirements for the Paducah GDP (refer to
“Overview ~ Cost of Sales” and “Results of Operations — Cost of Sales”),

* commodity price risk for raw materials needed for construction of the American Centrifuge
Plant, that could affect the overall cost of the project (refer to “Item 1A. Risk Factors — The
cost of the American Centrifuge project will likely exceed the baseline project budget and
increased costs and cost uncertainty could adversely affect our ability to finance and deploy
the American Centrifuge Plant”), and

* interest rate risk relating to any outstanding borrowings at variable interest rates under the
$400.0 million revolving credit agreement (refer to “Liquidity and Capital Resources —
Capital Structure and Financial Resources™).

Item 8. Consolidated Financial Statements and Supplementary Data

Our consolidated financial statements, together with related notes and the report of
PricewaterhouseCoopers LLP, our independent registered public accounting firm, are set forth on the
pages indicated in Part IV, Item 15.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

None.
Item 9A. Controls and Procedures
Disclosure Controls and Procedures

USEC maintains disclosure controls and procedures that are designed to ensure that information
required to be disclosed by USEC in reports it files or submits under the Securities Exchange Act of
1934 is recorded, processed, summarized and reported on a timely basis and that such information is
accumulated and communicated to management, including the Chief Executive Officer and the Chief
Financial Officer, as appropriate, to allow for timely decisions regarding required disclosure.
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As of the end of the period covered by this report, USEC carried out an evaluation, under the
supervision and with the participation of the Company’s management, including the Chief Executive
Officer and the Chief Financial Officer, of the effectiveness of the design and operation of disclosure
controls and procedures pursuant to Exchange Act Rule 13a-15. Based upon, and as of the date of,
this evaluation, the Chief Executive Officer and the Chief Financial Officer concluded that disclosure
controls and procedures were effective.

Management’s Annual Report on Internal Control Over Financial Reporting

USEC’s management is responsible for establishing and maintaining adequate internal control
over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange
Act of 1934, as amended) and for an assessment of the effectiveness of internal control over financial
reporting. USEC’s internal control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles.

A company’s internal control over financial reporting includes those policies and procedures that
pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company;
and provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in conditions, or that the
degree of compliance with the policies or procedures may deteriorate.

Management assessed the effectiveness of USEC’s internal control over financial reporting as of
December 31, 2008, based on criteria established in “Internal Control — Integrated Framework”
issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on this
evaluation, management concluded that our internal control over financial reporting was effective at
a reasonable assurance level as of December 31, 2008.

The effectiveness of USEC’s internal control over financial reporting as of December 31, 2008
has been audited by PricewaterhouseCoopers LLP, an independent registered public accounting firm,
as stated in their report which appears herein.

Changes in Internal Control Over Financial Reporting

There have not been any changes in internal control over financial reporting during the quarter
ended December 31, 2008 that have materially affected, or are reasonably likely to materially affect,
USEC’s internal control over financial reporting.

Item 9B. Other Information

None.
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PART I

Item 10. Directors, Executive Officers and Corporate Governance

Certain information regarding executive officers is included in Part I of this annual report.
Additional information concerning directors, executive officers and corporate governance is
incorporated herein by reference to the definitive Proxy Statement to be filed pursuant to Regulation
14 A under the Securities Exchange Act of 1934 for the annual meeting of shareholders scheduled to
be held on April 30, 2009.

Item 11. Executive Compensation

Information concerning management compensation is incorporated herein by reference to the
definitive Proxy Statement to be filed pursuant to Regulation 14A under the Securities Exchange Act
of 1934 for the annual meeting of shareholders scheduled to be held on April 30, 2009.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters

Information concerning security ownership of certain beneficial owners and management and
related stockholder matters is incorporated herein by reference to the definitive Proxy Statement to
be filed pursuant to Regulation 14A under the Securities Exchange Act of 1934 for the annual
meeting of shareholders scheduled to be held on April 30, 2009.

Item 13. Certain Relationships and Related Transactions, and Director Independence
Information concerning certain relationships and related transactions and director independence is
incorporated herein by reference to the definitive Proxy Statement to be filed pursuant to Regulation
14A under the Securities Exchange Act of 1934 for the annual meeting of shareholders scheduled to
be held on April 30, 2009.
Item 14. Principal Accountant Fees and Services
Information concerning principal accountant fees and services is incorporated herein by reference

to the definitive Proxy Statement to be filed pursuant to Regulation 14A under the Securities
Exchange Act of 1934 for the annual meeting of shareholders scheduled to be held on April 30, 2009.
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PART IV

Item 15. Exhibits and Financial Statement Schedules
(a) (1) Consolidated Financial Statements

Reference is made to the consolidated financial statements appearing elsewhere in this annual
report.

(2) Financial Statement Schedules

No financial statement schedules are required to be filed as part of this annual report.

(3) Exhibits

The exhibits listed on the accompanying Exhibit Index are filed or incorporated by reference
as part of this report and such Exhibit Index is incorporated herein by reference. The
accompanying Exhibit Index identifies each management contract or compensatory plan or

arrangement required to be filed as an exhibit to this report, and such listing is incorporated
herein by reference.
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Report of Independent Registered Public Accounting Firm

To Board of Directors and Stockholders of USEC Inc.:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
income, consolidated statements of cash flows, and consolidated statements of stockholders' equity
present fairly, in all material respects, the financial position of USEC Inc. and its subsidiaries at
December 31, 2008 and 2007, and the results of their operations and their cash flows for each of the three
years in the period ended December 31, 2008 in conformity with accounting principles generally accepted
in the United States of America. Also in our opinion, the Company maintained, in all material respects,
effective internal control over financial reporting as of December 31, 2008, based on criteria established
in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO). The Company's management is responsible for these financial
statements, for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting, included in Management's Annual Report on
Internal Control Over Financial Reporting appearing under Item 9A. Our responsibility is to express
opinions on these financial statements and on the Company's internal control over financial reporting
based on our integrated audits. We conducted our audits in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the financial statements are free of
material misstatement and whether effective internal control over financial reporting was maintained in
all material respects. Our audits of the financial statements included examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall financial statement
presentation. Our audit of internal control over financial reporting included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk. Our
audits also included performing such other procedures as we considered necessary in the circumstances.
We believe that our audits provide a reasonable basis for our opinions.

As discussed in Note 10 to the consolidated financial statements, the Company changed the manner in
which it accounts for defined benefit pension and other postretirement plans as of December 31, 2006. As
discussed in Note 12 to the consolidated financial statements, the Company changed the manner in which
it accounts for income taxes as of January 1, 2007.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company’s internal
control over financial reporting includes those policies and procedures that (i) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles,
and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (iii) provide reasonable assurance regarding prevention
or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could
have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

PricewaterhouseCoopers LLP
McLean, Virginia
February 24, 2009
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USEC Inc.
CONSOLIDATED BALANCE SHEETS
(millions, except share and per share data)

December 31,
2008 2007
ASSETS
Current Assets
Cash and €ash EQUIVALENLS .........ccocueveecureeruierieerreresssnsssssssssessssessnssenens $248.5 $886.1
Accounts TECEIVADIE. ........ccecverreeireeeceercennesie e esbas s e sessasanasesasane 154.1 252.9
Inventories:
Separative WOTK UMILS ......coevierimeeeereeninecneenitscstcicnncs it nsssesssseas 813.0 6713
UTANIUITL et eevvrecenreeseeresentseessseessessesssoeessssossseiorssssnssnsassassrsssassssasssssasens 402.1 465.9
Materials and SUPPHES ..ceceveecereemrreniiireiiinrirree e nssresteerssrssnesnesassssessens 16.8 10.2
TOtal INVENLOTIES ....oeoeeeveerieeerrereenreeesieosinssneiessiraessssssssasessssssssosonsae 1,231.9 1,1534
Deferred INCOME LAXES ....vuirevreeeeerirrreisssureeriiemisrarrissesasssssmesassnssssscasisssenss 67.9 495
OLhET CUITENTE @SSELS ....venreveerveereeaareeosseresssesssessenssressnsesssesnssssssssessesessossssese 188.3 88.7
TOtal CUITENE ASSELS ...eeeveirveeuracrereseerieriaerseessnesaessmssassassnsstssnssesansscesess 1,890.7 2,430.6
Property, Plant and EQUipment, Ret........oooevrrrevcreniniiiiiinninnsssesience 736.1 292.2
Other Long-Term Assets
Deferred INCOME LAXES ......vceveereereereirrernoserssseriinsstisresissssessssssssessesesessssssanss 2733 180.1
Deposit for SUrety BONdS.........ccocevierieerereeriiensscesecnieccnssissinrns s 135.1 97.0
PENSION ASSEL...cueereerererresrerrersesseescneersesieeesntsssssssssassessssesssssanrensssssssseesccasens - 67.1
Bond financing COSLS, NEL........ccceveiiiiiiuirinrersersesssisesresssncacecenssnssssssssins 12.0 13.8
GOOAWILL....cooneriernireeerereniestesreenssas s seoeeessessestsssssssbessesasnasassnasansasssonansses 6.8 6.8
Other 10N-tEIIM ASSELS .....vvverirriterrreerrrsssssnerasesesesesstsesesesisssssasisasnsssenssnses 1.3 0.2
Total Other Long-Term ASSEES......cccveeeirmiemrereirsnneriesssesensscsscsssacsssanes 428.5 365.0
TOUAL ASSELS....crerernerereccrcaseriisasissirisesensenesesessrsssassssnstassstssssstsnsssssssnsasasasees $3,055.3 $3,087.8
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities
Current portion of 10ng-term debt ............ceoeeieieieenniensnicenecnncncnnnnes $95.7 $-
Accounts payable and accrued liabilities.........ovoveecnineeneiccniiinninnnnes 1723 162.2
Payables under Russian CONMrack.........oveeimueniereurencecsmeescnsisiisnsnnsesessenss 121.5 112.2
Inventories owed to customers and SUPPLETS .....c..ovurevrerrereeieeencenianiseeenncs 130.2 3223
Deferred revenue and advances from CUSOIMETS ......cvoeerenesreaaneacscoracencnns 196.7 119.1
Total Current Liabilities .......ccccceveeveeserireneniiriirerrennsnnienessteresrecssnsnens 716.4 715.8
LOong-TerM DEDL .....cooviriiirrereniriniennsssnnsts sttt sasnasss 575.0 725.0
Other Long-Term Liabilities
Depleted uranium diSPOSIION ........ccoveeeeurieuensesstsisssntisienssnstsasssssnasssssesss 119.5 98.3
Postretirement health and life benefit 0bligations .......ceeeerieiieecccicnnencnes 168.1 130.6
Pension benefit Habilities. .....veueeiverrecreeeemreernenrrinisnnsesesisnesessesnsssessscscens 223.1 23.0
Other HADIIIHES ......cveeecirreereeceereerisesinsee e ertcetrsstessesns i esansonsssessessesasanas 90.8 85.6
Total Other Long-Term Liabilities .......coeveereeiinninnncnseienninisnnennnnne. 601.5 337.5
Commitments and Contingencies (Note 16)
Stockholders’ Equity
Preferred stock, par value $1.00 per share, 25,000,000 shares
authorized, NONE ISSUEA .......c.eccvreeererrnieiirinersiinrirsnnsernsaesiessssneensesassncns - -
Common stock, par value $.10 per share, 250,000,000 shares
authorized, 123,320,000 shares iSSUEd .......ccovvveerumrerirncrinicercerecnisensnns 12.3 12.3
Excess of capital OVer par Value ........coeuiveeninimeninenencniinnnssiniieisssanenss 1,184.2 1,186.2
Retained EAMINES .......cccevereerercetrreniiririsrcsseesesesssssssssssssesssssssssssssssssasaenes 2639 215.2
Treasury stock, 11,564,000 and 12,741,000 shares..........cccoovvererennnniennnn. (84.1) (92.9)
Accumulated other comprehensive 10ss, net of (X .......cccveeceerrcnciiiiennnnns (213.9) (11.3)
Total Stockholders” EQUILY.....cc.oovrivnmeniirmiiesieninienestecnescesnincscnennienes 1.162.4 1,309.5
Total Liabilities and Stockholders’ EQUity...........ccoueueiverminininisnsisrscsensessssscncass $3.0553 $3,087.8

See notes to consolidated financial statements.
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USEC Inc.
CONSOLIDATED STATEMENTS OF INCOME
(millions, except per share data)

Years Ended December 31,

2008 2007 2006
Revenue:
Separative WOTK UNLS.........couevvereeueeenrrrereresessesenesenssesensones $1,1755 $1,5705  $1,337.4
UTAINIUIN c.c.ceneeeecnceeteenscecsecaeenasesessssenssssssensasssssesessassessses 217.1 163.5 316.7
U.S. government contracts and Other ...........e..eevereruerrereernene 2220 194.0 194.5
Total FEVENUE .....c.eorvineiiiiicir e 1,614.6 1.928.0 1,848.6
Cost of sales:
Separative work units and uranium............ceecerceaerreereceerenans 1,202.2 1,473.6 1,349.2
U.S. government contracts and other .........ccovvceeeeccencnnne 183.6 166.9 162.5
Total COSE Of SALES ..evvvveeeirrieceriiiereritereeeersteresseessereneens 1.385.8 1.640.5 1,511.7
GIOSS PIOfit...cciiscieeneciiiniiiieiiicsieeeeestsseeseneeesesssnse et nsasenaes 228.8 287.5 336.9
Special Charges.........ooviiiciiiiicnieeereeeeeeseeeeee s sareaee e eseeanaes - - 39
Advanced technOlOZY COSIS..........civvirueerrnsnrerecresarsaconsnesesneseos 110.2 127.3 105.5
Selling, general and adminiStrative .......c.c.cceeeeveereececencercenence 543 453 _48.8
Operating iNCOMME ........coveriieriir ettt sesresssestssees 64.3 114.9 178.7
INEETESt EXPENSL..cuvcrrerirriiririnrrinrertiisisscsensiaitsssrssesessssssesesisns 17.3 16.9 14.5
INtErest (INCOME) ...cuveeviruririireenririiiriersnesseessessnsseesassnssssesseessesens 24.7 (33.8) (6.2)
Income before INCOME LAXES..........occveeenrrrrscrnrrscrrecneeressasaressens 71.7 131.8 170.4
Provision for INCOME [AXES.......ccevemrueeerrecersirsenirscrsesnensaceseeens _23.0 352 _64.2
NEL INCOMIE c.covevireirisririsinirisresistseteenteseseeseesesesasesasnssasesesenesenes $48.7 $96.6 $106.2
Net income per share — basiC..........coceveveeerercenccrercrercncscncnnnne $.44 $1.04 $1.22
Net income per share — diluted..........cccoceeeerneevrnernnenrcerenenenee $.35 $.94 $1.22
Weighted average number of shares outstanding:
BASIC...ueeciiieiriiriciirneeteennene et sen et e s eneesen s s enessarenens 110.6 93.0 86.6
DiIluted.....coomiinriiiniinnniciicinicseee et esassnee e seenearens 158.7 105.8 86.8

See notes to consolidated financial statements.
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USEC Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(millions)

Years Ended December 31,

2008 2007 2006
Cash Flows From Operating Activities
INEEL INCOIIE ..c.cvveeveeveneeeriaeerseserseesessesessenssasssssesssssssnessessstossssnssismssssssssannses $48.7 $96.6 $106.2
Adjustments to reconcile net income to net cash provided by (used in)
operating activities:
Depreciation and amOrtiZation ............eeeeeeesieceneieescsescinsecencscsicsninns 34.2 39.5 36.7
Deferred INCOME LAXES ...ccevreeeernnerrerereressessessonsesssssssssassssssssessessassssnns 31 (40.6) (13.4)
Impairment of intangible asset .........coevevreireerrorerrcsrerscnncccecsennnee - - 2.6
Changes in operating assets and liabilities:
Accounts receivable — (increase) decrease ......cooevvvererereerrnennnns 98.8 (37.0) 40.8
Inventories — net (increase) decrease........ccevveveercssavessnssnesninsanes (270.6) 36.2 176.1
Payables under Russian Contract — increase (decrease) .............. 9.3 6.9 6.3)
Deferred revenue, net of deferred costs — increase (decrease) ..... 24.5 5.1 3.7
Accrued depleted uranium dispoSition.........cevevervenseserecenereienscene 21.2 26.8 24.5
Accounts payable and other liabilities — (decrease)......c.ccecvnnee (31.2) (25.1) (82.1)
OHhET, NEL....veveereverererirrrratesssrneresesestenssesasassaseessasssssssssassenssasrnssans 42.9) 0.8 (3.3)
Net Cash Provided by (Used in) Operating ACtiVities .........oceverrerrrverersnanns (104.9) 109.2 278.1
Cash Flows Used in Investing Activities
Capital EXPENdItUIES........c.cuvvririrrirererirnireireissssisssnsessssssas e essisesensassssscnensins 4419) (137.2) (44.8)
Deposits fOr SUTELYy DONMS........coocivirisiriveirrsrrenersseenssenssssessessaseesessassesessens (35.3) 332y (34.8)
Net Cash (Used in) Investing ACHVILIES........ccceervirieseiiieesiniiressenineresnsassees (4712) (1704) (79.6)
Cash Flows Provided by (Used in) Financing Activities
Borrowings under credit facility .....ccoecvveeeverireeneeierenine st 483 75.1 133.8
Repayments under credit facility ........coveeeerreereneieesienneeiicniecnesiscsncans (48.3) (75.1) (133.8)
Repayment and repurchases of senior notes, including premiums.............. (54.3) - (288.8)
Tax benefit related to stock-based COMPENSALION........c.couerevireeineeireserncecas - 0.9 04
Proceeds from issuance of convertible senior NOES........cceeeeiieriencensnnerenne - 575.0 -
Payments made for deferred financing COSES.......coeveercrccneisinnininisinireninnns (1.3) (14.3) (0.3)
Common stock issued, net of iSSUANCE COSES....cvuerreivrrrrrieriersreransrereessensenses 0.1 214.3 2.5
Net Cash Provided by (Used in) Financing ACtVIties ........ccececrencrceneicsinnns (55.5) 7759 (286.2)
Net INCrease (DECTEASE) ....cvvvvreerereracemmrisirscesississsssesssnsnsssssssssesassassasasaassces (637.6) 714.7 (87.7)
Cash and Cash Equivalents at Beginning of Period...........ccccoeveiiecnnnee. 886.1 1714 259.1
Cash and Cash Equivalents at End of Period..........ccccouuemeverereneninnssnsncnnse $2485 $886.1 $1714
Supplemental Cash Flow Information
Interest paid, net of capitalized INtErest.........cc.ovemrererreeeunreneennsensesesscusens $15.9 $6.9  $193
INCOME tAXES PAIA......covrceeercrereriierisririisiesesisrsressesnesessnnsssesssssssssesnssscsse 50.0 101.9 107.3

See notes to consolidated financial statements.
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Balance at December 31,2005.......ccccoveeevevuennn.

Common stock issued:

Proceeds from exercise of stock options........

Restricted and other stock issued,
net of amortization

Eliminate deferred compensation

under SFAS No. 123(R).....cceerrmereerenenanenas

Reduction in minimum pension liability,

net of income tax of $0.5 million...................

Recognition of funding status of retirement
plans under SFAS No. 158, net of income

tax benefit of $26.9 million.........ccccceceeuenen

Net income

Balance at December 31,2006 ........cccorveeerrennnns

Implementation of FIN 48, net of income tax

benefit of $7.5 million (Note 12).....................

Common stock issued:

Proceeds from issuance of common stock.....

Proceeds from exercise of stock options .......

Restricted and other stock issued, net of
amortization
Amortization of actuarial losses and prior
service costs (credits) and valuation revisions,
net of income tax of $14.8 million...................

Net income
Balance at December 31, 2007 .......cccccevereeuennne.

Restricted and other common stock issued, net
of amortization

Valuation revisions and amortization of
actuarial losses and prior service costs
(credits), net of income tax of $114.7 million..

Net income

Balance at December 31,2008 ........................

USEC Inc.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(millions, except per share data)

Common

Stock, Excess of

Par Value  Capital

$.10 per over

Share Par Value
10.0 970.6

- 2.7
- Q2.7

10.0 970.6
23 2115

- 4.1

12.3 1,186.2
- 2.0)

$123 $1.184.2

Retained  Treasury

Earnings
313

ry
o !

._.
w
=~
n

(18.9)

Stock

(99.5)
2.1

1.9

0.8

1.8

92.9)

8.8

Deferred
Comp-
ensation

@7

27

See notes to consolidated financial statements.
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Accumulated
Other
Compre-
hensive

Income (Loss)
2.1)

1.1

35.6)

(36.6)

253

(11.3)

(202.6)

$Q139)

Total Compre-
Stockholders’ hensive
Equity Income (Loss)
907.6
2.1 -
4.6 -
1.1 1.1
(35.6)
106.2 106.2
986.0 $107.3
(18.9) -
213.8 -
0.8 -
5.9 -
253 253
96.6 96.6
1,309. $1219
6.8 -
(202.6) (202.6)
48.7 48.7
$1,1624 $(153.9)



USEC Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Y

Nature of Operations

USEC Inc. (“USEC”) is a global energy company and is a leading supplier of low enriched
uranium (“LEU”) for commercial nuclear power plants.

Customers typically provide uranium to us as part of their enrichment contracts. Customers are
billed for the separative work units (“SWU”) deemed to be contained in the LEU delivered to them.
SWU is a standard unit of measurement that represents the effort required to transform a given
amount of uranium into two streams: enriched uranium having a higher percentage of U** and
depleted uranium having a lower percentage of U**. The SWU contained in LEU is calculated using
an industry standard formula based on the physics of enrichment.

Consolidation

The consolidated financial statements include the accounts of USEC Inc., its principal subsidiary,
United States Enrichment Corporation, and its other subsidiaries including NAC International Inc.
(“NAC”). All material intercompany transactions are eliminated. Certain amounts in the notes to the
consolidated financial statements have been reclassified to conform with the current presentation.

Cash and Cash Equivalents

Cash and cash equivalents include temporary cash investments with original maturities of three
months or less.

Inventories

Inventories of SWU and uranium are valued at the lower of cost or market. Market is based on the
terms of long-term contracts with customers, and, for uranium not under contract, market is based
primarily on published long-term price indicators at the balance sheet date. SWU and uranium
inventory costs are determined using the monthly moving average cost method.

SWU costs are based on production costs at the plants and purchase costs under the Russian
Contract. Production costs consist principally of electric power, labor and benefits, depleted uranium
disposition cost estimates, materials, depreciation and amortization and maintenance and repairs. The
cost of the SWU component of LEU purchased under the Russian Contract is recorded at acquisition
cost plus related shipping costs.

Underfeeding is a mode of operation that uses or feeds less uranium but requires more SWU in the
enrichment process, which requires more electric power. The quantity of uranium that is earned or
added to uranium inventory from underfeeding is accounted for as a byproduct of the enrichment
process. Production costs are allocated to the uranium earned based on the net realizable value of the
uranium, and the remainder of production costs is allocated to SWU inventory costs.

Revenue

Revenue is derived from sales of the SWU component of LEU, from sales of both the SWU and
uranium components of LEU, and from sales of uranium. Revenue is recognized at the time LEU or
uranium is delivered under the terms of contracts with domestic and international electric utility
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customers. USEC often advance ships LEU to nuclear fuel fabricators for scheduled or anticipated
orders from utility customers. Based on customer orders, USEC generally arranges for the transfer of
title of LEU from USEC to the customer for the specified quantity of LEU at the fuel fabricator.
Revenue is recognized when delivery of LEU to the customer occurs at the fuel fabricator. Some
customers take title and delivery of LEU at the Paducah plant, and revenue is recognized when
delivery of LEU to the customer is complete.

Certain customers make advance payments to be applied against future orders or deliveries.
Advances from customers are reported as deferred revenue, and revenue is recognized as LEU is
delivered. Under SWU barter contracts, USEC exchanges SWU for uranium. Revenue from the sale
of SWU under barter contracts is recognized at the time LEU is delivered and is based on the fair
market value of the uranium received in exchange for SWU. There was no revenue from SWU barter
contracts in 2008. Revenue from SWU barter contracts was $50.8 million in 2007 and $12.5 million
in 2006.

USEC performs contract work primarily for the U.S. Department of Energy (“DOE”) and DOE
contractors. U.S. government contract revenue includes billings for fees and reimbursements for
allowable costs that are determined in accordance with the terms of the underlying contracts. USEC
records revenue as work is performed and as fees are earned. Revenues determined based on
allowable costs include pension and other allocated costs that are determined in accordance with
government cost accounting standards, whereas costs and expenses reflected in the financial
statements are determined in accordance with generally accepted accounting principles. Amounts
representing contract change orders or final billing rates based on incurred costs are accrued and
included in revenue when they can be reliably estimated and realization is probable. The final
settlement of the allowable costs submitted for reimbursement is subject to audit by the Defense
Contract Audit Agency (“DCAA”) and acceptance by DOE. This process has been completed for
fiscal 2002, USEC’s first year as a federal contractor under government cost accounting standards. In
addition, as of December 31, 2008, USEC has finalized and submitted to DOE the billable incurred
costs for contract work for the six months ended December 31, 2002 and the years ended December
31, 2003, 2004, 2005, 2006, and 2007. Based on USEC’s limited experience to date, revenue
resulting from final billing rates is recognized upon completion of the DCAA audit and notice by
DOE authorizing final billing.

Advanced Technology Costs

Costs relating to the American Centrifuge technology are charged to expense or capitalized based
on the nature of the activities and estimates and judgments involving the completion of project
milestones. Costs relating to the demonstration of American Centrifuge technology are charged to
expense as incurred. Demonstration costs include Nuclear Regulatory Commission (“NRC”)
licensing of the American Centrifuge Demonstration Facility in Piketon, Ohio, engineering activities,
and assembling and testing of centrifuge machines and equipment at centrifuge test facilities located
in Oak Ridge, Tennessee and at the American Centrifuge Demonstration Facility.

Capitalized costs relating to the American Centrifuge technology include NRC licensing of the
American Centrifuge Plant in Piketon, Ohio, engineering activities, construction of centrifuge
machines and equipment, leasehold improvements and other costs directly associated with the
commercial plant. Capitalized centrifuge costs are recorded in property, plant and equipment as part
of construction work in progress. Amounts capitalized include interest of $14.7 million in 2008, $6.3
million in 2007 and $3.1 million in 2006. The continued capitalization of costs is subject to ongoing
review and successful project completion. USEC’s move during the second half of 2007 from a
demonstration phase to a commercial plant phase in which significant expenditures are capitalized
was based on management’s judgment that the technology has a high probability of commercial
success and meets internal targets related to physical control, technical achievement and economic
viability. If conditions change and deployment were no longer probable, costs that were previously
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capitalized would be charged to expense.

In 2002, USEC and DOE signed an agreement in which both USEC and DOE made long-term
commitments directed at resolving issues related to the stability and security of the domestic uranium
enrichment industry. Discussion of USEC’s commitments related to American Centrifuge project
milestones under this agreement is provided in note 16.

Property, Plant and Equipment

Construction work in progress is recorded at acquisition or construction cost. Upon being placed
into service, costs are transferred to leasehold improvements or machinery and equipment at which
time depreciation and amortization commences.

USEC leases the Paducah gaseous diffusion plant (“GDP”) located in Paducah, Kentucky and the
Portsmouth GDP located in Piketon, Ohio from DOE. Leasehold improvements and machinery and
equipment are recorded at acquisition cost and depreciated on a straight line basis over the shorter of
the useful life of the assets or the expected productive life of the plant, which is 2016 for the Paducah
GDP commensurate with an extension of the lease agreement exercised in June 2008. Maintenance
and repair costs are charged to production costs as incurred.

Lease Turnover Costs and Asset Retirement Obligations

Property, plant and equipment assets related to the GDPs are not subject to an asset retirement
obligation. At the end of the lease, ownership of plant and equipment that USEC leaves at the GDPs
transfers to DOE, and responsibility for decontamination and decommissioning of the GDPs remains
with DOE. USEC estimates and accrues lease turnover costs. For the operating Paducah GDP, the
balance of expected costs is being accrued over the expected productive life of the plant. Costs of
returning the GDPs to DOE in acceptable condition include removing uranium deposits as required
and removing USEC-generated waste. Liabilities for lease turnover costs are based on current-dollar
cost estimates and are not discounted.

USEC also leases facilities in Piketon, Ohio from DOE for the American Centrifuge Plant. USEC
owns all capital improvements and, unless otherwise consented to by DOE, must remove them by the
conclusion of the lease term. At the conclusion of the 36-year lease period in 2043, assuming no
further extensions, USEC is obligated to return these leased facilities to DOE in a condition that
meets NRC requirements and in the same condition as the facilities were in when they were leased to
USEC (other than due to normal wear and tear).

Decontamination and decommissioning requirements for the American Centrifuge Plant create an
asset retirement obligation. As construction of the American Centrifuge Plant takes place, the present
value of the related asset retirement obligation is recognized as a liability. An equivalent amount is
recognized as part of the capitalized asset cost. The liability is accreted, or increased, over time for
the time value of money. The accretion is charged to cost of sales in the LEU segment. Upon
commencement of commercial operations, the asset cost will be depreciated over the shorter of the
asset life or the expected lease period.

During each reporting period, USEC reassesses and revises the estimate of the asset retirement
obligation based on construction progress, cost evaluation of future decommissioning expectations,
and other judgmental considerations which impact the amount recorded in both construction work in
progress and other long-term liabilities.
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Long-Lived Assets

USEC evaluates the carrying value of long-lived assets by performing impairment tests whenever
adverse conditions or changes in circumstances indicate a possible impairment loss. Impairment tests
are based on a comparison of estimated future cash flows to the carrying values of long-lived assets.
If impairment is indicated, the asset carrying value is reduced to fair market value or, if fair market
value is not readily available, the asset is reduced to a value determined by applying a discount rate
to expected cash flows.

Environmental Costs

Environmental costs relating to operations are accrued and charged to inventory costs as incurred.
Estimated environmental costs, including depleted uranium disposition and waste disposal, are
accrued where environmental assessments indicate that storage, treatment or disposal is probable and
costs can be reasonably estimated. USEC stores depleted uranium at the Paducah and Portsmouth
GDPs for future disposition. Changes in the estimated unit disposal cost result in charges to cost of
sales for the accumulated quantity of depleted uranium. Liabilities for waste and depleted uranium
disposition are based on current-dollar cost estimates and are not discounted.

Financial Instruments

The balance sheet carrying amounts for cash and cash equivalents, accounts receivable, accounts
payable and accrued liabilities, and payables under the Russian Contract approximate fair value
because of the short-term nature of the instruments.

Concentrations of Credit Risk

Credit risk could result from the possibility of a customer failing to perform or pay according to
the terms of a contract. Extension of credit is based on an evaluation of each customer's financial
condition. USEC regularly monitors credit risk exposure and takes steps to mitigate the likelihood of
such exposure resulting in a loss.

Stock-Based Compensation

USEC has stock-based compensation plans available to- grant restricted stock, restricted stock
units, non-qualified stock options, performance awards and other stock-based awards to key
employees and non-employee directors, as well as an employee stock purchase plan. Stock-based
compensation cost is measured at the grant date, based on the fair value of the award, and is
recognized over the requisite service period, which is either immediate recognition if the employee is
eligible to retire, or on a straight-line basis until the earlier of either the date of retirement eligibility
or the end of the vesting period.

Deferred Income Taxes

USEC follows the asset and liability approach to account for deferred income taxes. Deferred tax
assets and liabilities are recognized for the anticipated future tax consequences of temporary °
differences between the balance sheet carrying amounts of assets and liabilities and their respective
tax bases. Deferred income taxes are based on income tax rates in effect for the years in which
temporary differences are expected to reverse. The effect on deferred income taxes of a change in
income tax rates is recognized in income when the change in rates is enacted in the law. A valuation
allowance is provided if it is more likely than not that some or all of the deferred tax assets may not
be realized.
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Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and assumptions that
affect reported amounts presented and disclosed in the consolidated financial statements. Significant
estimates and judgments include, but are not limited to, pension and postretirement health and life
benefit costs and obligations, costs for the conversion, transportation and disposition of depleted
uranium, accounting treatment for expenditures on American Centrifuge, plant lease turnover costs, .
the tax bases of assets and liabilities, the future recoverability of deferred tax assets, and determination
of the valuation allowance for deferred tax assets. Actual results may differ from such estimates, and
estimates may change if the underlying conditions or assumptions change.

New Accounting Standard

In September 2006, the Financial Accounting Standards Board (“FASB”) issued Statement of
Financial Accounting Standard (“SFAS”) No. 157, “Fair Value Measurements.” This statement
clarifies the definition of fair value, establishes a framework for measuring fair value when required
or permitted under other accounting pronouncements, and expands the disclosures on fair value
measurements. The implementation of SFAS No. 157 for financial assets and liabilities, effective
January 1, 2008, did not have an impact on USEC’s financial position and results of operations.

SFAS No. 157 is effective beginning with USEC’s first quarter of 2009 for non-financial assets
and liabilities. USEC does not expect that the adoption of the statement will have a material effect on
its financial position or results of operations for the first quarter of 2009.

2. ACCOUNTS RECEIVABLE AND OTHER CURRENT ASSETS

December 31
2008 2007
(millions)
Accounts receivable (1):
Utility customers:
Trade receivables ........ccoceveeeeereniemrereneesaeereesseesenssenns $109.2 $160.9
Unbiled revenue (2) ......cccccevereeeeeceeneeereesesssnsssessaennees _1.5 533
110.7 214.2
Contract services, primarily Department of Energy (3): -
Billed revenue..........coceeeuerieereereresanereeseessesnensessennenes 26.6 249
Unbilled reVeNUE........cccceveeeermererrrenrenreerseresresseesssenes _16.8 _13.8
434 387
$154.1 $252.9
Other current assets:
Deferred costs relating to deferred revenue ...........cccoveenee $111.4 $58.3
Prepaid IS ..........eoveeeeeeeeecen e eeeeeeeasesaeseeeeesnesees 76.9 304
$188.3 $88.7

(1) Accounts receivable are net of valuation and allowances for doubtful accounts totaling $14.5
million at December 31, 2008 and $17.4 million at December 31, 2007.

(2) Unbilled revenue for utility customers represents price adjustments for past deliveries that are not
yet billable under the applicable contracts.

~ (3) Billings for contract services related to DOE are invoiced based on provisional billing rates
approved by DOE. Unbilled revenue represents the difference between actual costs incurred, prior
to DCAA audit and notice by DOE authorizing final billing, and provisional billing rate invoiced
amounts. USEC expects to invoice and collect the unbilled amounts as billing rates are revised,
submitted to and approved by DOE.
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3. PURCHASE OF SEPARATIVE WORK UNITS UNDER RUSSIAN CONTRACT

USEC is the U.S. government’s exclusive executive agent (“Executive Agent”) in connection with
a government-to-government nonproliferation agreement between the United States and the Russian
Federation. Under the agreement, USEC has been designated by the U.S. government to order LEU
derived from dismantled Soviet nuclear weapons. In January 1994, USEC signed a commercial
agreement (“Russian Contract™) with a Russian government entity known as OAO Techsnabexport
(“TENEX”), to implement the program.

USEC has agreed to purchase approximately 5.5 million SWU each calendar year for the
remaining term of the Russian Contract through 2013. Over the life of the 20-year Russian Contract,
USEC expects to purchase about 92 million SWU contained in LEU derived from 500 metric tons of
highly enriched uranium, and as of December 31, 2008, USEC had purchased 65 million SWU
contained in LEU derived from 352 metric tons of highly enriched uranium. Purchases under the
Russian Contract approximate one-half of USEC’s supply mix. Prices are determined using a
discount from an index of international and U.S. price points, including both long-term and spot
prices. A multi-year retrospective view of the index is used to minimize the disruptive effect of any
short-term market price swings. Increases in these price points in recent years have resulted in
increases to the index used to determine prices under the Russian Contract. On February 13, 2009,
USEC entered into an amendment to the Russian Contract to revise the pricing methodology for
delivery in calendar years 2010 through 2013. Approval of both the U.S. government and the
government of the Russian Federation is required for the amendment to become effective. The new
pricing methodology is intended to enhance the stability of future pricing for both parties through a
formula that combines a different mix of price points and other pricing elements.

The Russian Contract provides that the parties may agree on appropriate adjustments, if necessary,
to ensure that TENEX receives at least approximately $7.6 billion for the SWU component over the
20-year term of the Russian Contract through 2013. From inception of the Russian Contract in 1994
through December 31, 2008, USEC has purchased the SWU component of LEU at an aggregate cost
of approximately $5.6 billion. Purchases of SWU under the Russian Contract are expected to exceed
$0.5 billion per year through 2013.

4. INVENTORIES
— December 31,
2008 2007
(millions)
Current assets:
Separative WOrk URLS .........ccovveerrereeececcreesnrrnenserernen. $813.0 $677.3
UTANIUML«..ccoviorenrrceerrreeeceeeseesesteeesesssssssessassesassessssesens 402.1 465.9
Materials and SUPPLIES ........corerreerrrareerenesnnrrecrerraesesnen. 16.8 10.2

1,231.9 1,153.4
Current liabilities:
Inventories owed to customers and suppliers................ (130.2) (322.3)

INVENIOTIES, NEL ......eoveeerniiircniiiiisencncassessseis s $1,101.7 $831.1

Inventories Owed to Customers and Suppliers

Generally, title to uranium provided by customers as part of their enrichment contracts does not
pass to USEC until delivery of LEU. In limited cases, however, title to the uranium passes to USEC
immediately upon delivery of the uranium by the customer. Uranium provided by customers for
which title passed to USEC is recorded on the balance sheet at estimated fair values of $1.6 million at
December 31, 2008 and $2.8 million at December 31, 2007.
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Additionally, USEC owed SWU and uranium inventories to fabricators with a cost totaling $128.6
million at December 31, 2008 and $319.5 million at December 31, 2007. Fabricators process LEU
into fuel for use in nuclear reactors. Under inventory optimization arrangements between USEC and
domestic fabricators, fabricators order bulk quantities of LEU from USEC based on scheduled or
anticipated orders from utility customers for deliveries in future periods. As delivery obligations
under actual customer orders arise, USEC satisfies these obligations by arranging for the transfer to
the customer of title to the specified quantity of LEU on the fabricator’s books. Fabricators have
other inventory supplies and, where a fabricator has elected to order less material from USEC than
USEC is required to deliver to its customers at the fabricator, the fabricator will use these other
inventories to satisfy USEC’s customer order obligations on USEC’s behalf. In such cases, the
transfer of title of LEU from USEC to the customer results in quantities of SWU and uranium owed
by USEC to the fabricator. The amounts of SWU and uranium owed to fabricators are satisfied as
future bulk deliveries of LEU are made.

Uranium Provided by Customers and Suppliers

USEC held uranium with estimated fair values of approximately $3.8 billion at December 31,
2008, and $5.8 billion at December 31, 2007, to which title was held by customers and suppliers and
for which no assets or liabilities were recorded on the balance sheet. The reduction reflects a 42%
decline in the uranium spot price indicator partially offset by a 12% increase in quantities. Utility
customers provide uranium to USEC as part of their enrichment contracts. Generally, title to uranium
provided by customers remains with the customer until delivery of LEU at which time title to LEU is
transferred to the customer, and title to uranium is transferred to USEC.

5. PROPERTY, PLANT AND EQUIPMENT

A summary of changes in property, plant and equipment follows (in millions):

Capital Transfers Capital Transfers
December 31, Expenditures and December 31, Expenditures and December 31,
2005 (Depreciation) Retirements 2006 (Depreciation) Retirements 2007

Construction work in progress ... $29.0 $53.9 $(1LD $71.8 $141.5 $(20.6) $192.7
Leasehold improvements ........... 161.5 - 6.5 168.0 - 38 171.8
Machinery and equipment.......... 179.7 1.2 _11 1820 27 _63 191.0
370.2 55.1 3.5) 421.8 144.2 (10.5) 555.5
Accumulated depreciation and
AMOTtization ......c..e.eeceevevennes 199.0 (36.3) _34 (2319 314 _60 (263.3)
$171.2 S18.8 $0.n $189.9 $106.8 $4.5 2922
Capital Transfers
December 31, Expenditures and December 31, \

2007 (Depreciation) Retirements 2008

Construction work in progress ... $192.7 $472.5 $47.7) $617.5
Leasehold improvements ........... 171.8 - 5.0 176.8
Machinery and equipment.......... 191.0 2.1 41.2 2343
555.5 474.6 (15) 1,028.6
Accumulated depreciation and
amortization ............cecceeueenene (263.3) (30.7) 15 (292.5)
$292.2 $443.9 $- $736.1

Capital expenditures include items in accounts payable and accrued liabilities for which cash is
paid in the following period. :
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USEC is working to construct and deploy the American Centrifuge Plant. Construction work in
progress related to the American Centrifuge Plant, none of which has yet been placed in service,
totaled $601.8 million at December 31, 2008 and $181.8 million at December 31, 2007. Capitalized
asset retirement obligations included in construction work in progress totaled $13.0 million at
December 31, 2008 and $4.3 million at December 31, 2007.

6. GOODWILL AND INTANGIBLES

USEC acquired NAC in 2004, allocating $7.5 million of the purchase cost to goodwill and $3.9
million to intangible assets related to customer contracts and relationships. As part of the acquisition,
a tax-related valuation allowance of $2.3 million was established primarily for state net operating
losses that are available to offset future taxable income of NAC. During 2006, USEC recognized
$0.7 million of tax benefits earned or expected to be earned from the net operating losses. The offset
to these benefits was recorded as a reduction to goodwill. The goodwill amount is not deductible for
income tax purposes.

The amount allocated to intangible assets included $3.4 million related to the management of the
Nuclear Materials Management and Safegnards System (“NMMSS”) for DOE. This value was based
on a three-year, $25 million contract extension that ran through September 2008, and further
renewals that were anticipated through 2017. In 2006, DOE verbally communicated to NAC that the
NMMSS contract would be set aside for a small business after the contract expired in 2008, and DOE
issued a solicitation seeking qualified small businesses with an interest to bid. A special charge of
$2.6 million in 2006 represents an impairment of the intangible asset since NAC was not considered
a qualified small business as defined by DOE. The special charge was calculated after analyzing cash
flow projections and comparing the results to the estimated fair value of the assets acquired at the
date of acquisition. Amortization of the remaining portion of intangible assets relating to NMMSS
was completed in 2008.

Intangible assets related to NAC’s customer contracts and relationships reflect the special charge
and amortization as follows (in millions):

Gross
Carrying Accumulated
Amount Amortization Net
December 31, 2005.....uuoinieeieeieeeeeeeeeieneresnressenressnns $3.9 $(0.3) $3.6
2006 amortization expense and special charge.......... (2.6) (0.4 (3.0)
December 31, 2000........ccorireeeecnieeneteerseeceeraenne 1.3 0.7 0.6
2007 amOTtization €XPENSE ........c.eueuerereseesrserescsenenens _ - (0.4) 0.4
December 31, 2007 .......cccoirreerririnnnnesnsressessesssesnenns 1.3 (1.nH 0.2
2008 amortization EXPENSE ......ccooeeeuereeeuereererensencnarens - 0.2) 0.2)
December 31, 2008..........cooiiecereneeeccteseeeeceeeens $1.3 $(1.3) $ -
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7. ACCOUNTS PAYABLE AND ACCRUED LIABILITES

December 31
2008 2007
(millions)
Trade payables.................... grerereeteesstatatesasesasassesaenes $36.6 $47.3
Compensation and benefits ............eerverrrmerersrrenns 533 49.5
Accrued interest payable on long-term debt............. 7.9 9.6
Accrued income taxes payable..............oooeeueereernnee 1.9 4.2
American Centrifuge accrued liabilities................... 48.5 15.5
Other accrued Habilities.........ccooerueeerveeecerreeneiaias _24.1 _36.1
$172.3 $162.2

8. DEFERRED REVENUE AND ADVANCES FROM CUSTOMERS

Deferred revenue and advances from customers were as follows (in millions):

December 31,
2008 2007
DEfErred TEVENMUE ....ccvvverereieireereseereeseressssneessssssessees $196.3 $116.4
Advances fTOMm CUSLOMETS...ccecvverrereeererereersrsrnerenessssensene 04 2.7

$1967 = $119.1

In a number of sales transactions, title to uranium or LEU is transferred to the customer and USEC
receives payment under normal credit terms without physically delivering the uranium or LEU to the
customer. This may occur because the terms of the agreement require USEC to hold the uranium to
which the customer has title, or because the customer encounters brief delays in taking delivery of
LEU at USEC’s facilities. In such cases, recognition of revenue does not occur at the time title to
uranium or LEU transfers to the customer but instead is deferred until LEU to which the customer
has title is physically delivered. Related costs associated with deferred revenue, reported in other
current assets, totaled $111.4 million at December 31, 2008 and $58.3 million at December 31, 2007.

9. DEBT
December 31,
2008 2007
(millions)
3.0% convertible senior notes, due October 1, 2014....... $575.0 $575.0
6.75% senior notes, due January 20, 2009 ..........ccecevune 95.7 150.0
$670.7 $725.0

Convertible Senior Notes due 2014

In September 2007, USEC issued $575.0 million in convertible notes. The notes bear interest at a
rate of 3.0% per annum payable semi-annually in arrears on April 1 and October 1 of each year,
beginning on April 1, 2008. As part of this issuance, USEC paid underwriting discounts and accrued
related offering expenses of $14.3 million. These costs are deferred and are being amortized using the
effective interest rate method over the life of the convertible notes. Amortization was $0.5 million in
2007 and $1.8 million in 2008.

The notes are senior unsecured obligations and rank equally with all existing and future senior
unsecured debt of USEC Inc. and senior to all subordinated debt of USEC Inc. The notes are
structurally subordinated to all existing and future liabilities of subsidiaries of USEC Inc. and will be

effectively subordinated to existing and future secured indebtedness of USEC Inc. to the extent of the
value of the collateral.
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Holders may convert their notes to common stock at their option on any day prior to the close of
business on the scheduled trading day immediately preceding August 1, 2014 only under the following
circumstances: (1) during the five business day period after any five consecutive trading day period in
which the price per note for each trading day of that measurement period was less than 98% of the
product of the last reported sale price of USEC Inc. common stock and the conversion rate on each
such day; (2) during any calendar quarter (and only during such quarter), if the last reported sale price
of USEC Inc. common stock for 20 or more trading days in a period of 30 consecutive trading days
ending on the last trading day of the immediately preceding calendar quarter exceeds 120% of the
conversion price in effect on the last trading day of the immediately preceding calendar quarter; or (3)
upon the occurrence of specified corporate events. The notes will be convertible, regardless of the
foregoing circumstances, at any time from, and including, August 1, 2014 through the scheduled
trading day immediately preceding the maturity date of the notes. The notes were not eligible for
conversion as of December 31, 2008.

Upon conversion, for each $1,000 in principal amount outstanding, USEC will deliver a number of
shares of USEC Inc. common stock equal to the conversion rate. The initial conversion rate for the
notes is 83.6400 shares of common stock per $1,000 in principal amount of notes, equivalent to an
initial conversion price of approximately $11.956 per share of common stock. The conversion rate will
be subject to adjustment in some events but will not be adjusted for accrued interest. In addition, if a
make-whole fundamental change (as defined in the indenture governing the notes) occurs prior to the
maturity date of the notes, USEC will in some cases increase the conversion rate for a holder that
elects to convert its notes in connection with such make-whole fundamental change.

Subject to certain exceptions, holders may require USEC to repurchase for cash all or part of their
notes upon a fundamental change (as defined in the indenture governing the notes) at a price equal to
100% of the principal amount of the notes being repurchased plus any accrued and unpaid interest up
to, but excluding, the relevant repurchase date. USEC may not redeem the notes prior to maturity.

At December 31, 2008, the fair value of the convertible notes, based on quoted market prices, was
$207.0 million, compared with the balance sheet carrying amount of $575.0 million.

Senior Notes due January 20, 2009

Senior notes bearing interest at 6.75% amounted to $95.7 million in aggregate principal amount at
December 31, 2008 and $150.0 million at December 31, 2007. Interest was paid every six months in
arrears on January 20 and July 20. The remaining balance of the senior notes was paid on the
scheduled maturity date of January 20, 2009. The senior notes were unsecured obligations ranking on
parity with all other unsecured and unsubordinated indebtedness of USEC Inc. At December 31, 2008,
the fair value of the senior notes calculated based on a credit-adjusted spread over U.S. Treasury
securities with similar maturities was $94.9 million.

Revolving Credit Facility

In August 2005, USEC entered into a five-year, syndicated bank credit facility, providing up to
$400.0 million in revolving credit commitments, including up to $300.0 million in letters of credit,
secured by assets of USEC Inc. and its subsidiaries. There were no short-term borrowings under the
revolving credit facility at December 31, 2008 or at December 31, 2007. In 2008, aggregate
borrowings and repayments amounted to $48.3 million, and the peak amount outstanding was $37.4
million. Letters of credit issued under the facility amounted to $48.0 million at December 31, 2008
and $38.4 million at December 31, 2007.
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The revolving credit facility is available to finance working capital needs and fund capital
programs, including the American Centrifuge project. Financing costs of $3.5 million and $0.3
million to obtain and amend the credit facility, respectively, were deferred and are being amortized
over the life of the facility.

Outstanding borrowings under the credit facility bear interest at a variable rate, which at our
election is equal to either: ‘

e the sum of (1) the greater of the JPMorgan Chase Bank prime rate and the federal funds rate
plus ¥ of 1%, plus (2) a margin ranging from .25% to .75% based upon collateral availability,
or ‘

e the sum of LIBOR plus a margin ranging from 2.0% to 2.5% based on collateral availability.

Borrowings under the credit facility are subject to limitations based on established percentages of
qualifying assets such as eligible accounts receivable and inventory. The credit facility contains
various reserve provisions that reduce available borrowings under the facility periodically or restrict
the use of borrowings if certain requirements are not met, including those listed below.

December 31
Requirement 2008 2007
(millions)
Available Credit...........cccoovrnnnnen. $343.0 $361.6
Credit facility provisions:
Availability ......ccoeeeiiieinins 2$35.0 $342.3 $360.9
Collateral Availability............ 2$75.0 $342.3 $393.3
Available Liquidity ................ 2$125.0 $591.5 $1,247.7

As of December 31, 2008 and 2007, we met all of the reserve provision requirements by a large
margin. However, we expect to have borrowings under the credit facility in 2009, which will reduce
Availability, Collateral Availability and Available Liquidity.

“Available Credit” reflects the levels of qualifying assets at the end of the previous month less any
borrowings or letters of credit, and will fluctuate during the year. Qualifying assets are reduced by
certain reserves, principally a reserve for future obligations to DOE with respect to the turnover of
the gaseous diffusion plants at the end of the term of the lease of these facilities. As a result of the
capital USEC raised from the issuance of common stock and convertible notes in September 2007,
qualifying assets are no longer reduced by a $150.0 million reserve referred to in the agreement as
the “senior note reserve”.

“Availability” means, the lesser of (i) $400 million and (ii) the sum of eligible receivables and
eligible inventory, subject to caps, less the sum of letters of credit issued, outstanding loan balances
and accrued interest, fees and expenses. Availability equals Available Credit less accrued interest,
fees and expenses.

“Collateral Availability” means the sum of eligible receivables and eligible inventory, subject to
caps, minus the outstanding loans, letters of credit issued and accrued interest, fees and expenses.

“Available Liquidity” means Availability plus cash balances in accounts controlled by the
administrative agent.
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Additional details regarding these reserve provisions follow.

Requirement Outcome
Availability 2 $35 million If not met at any time, an event of default is triggered

Collateral Availability If not met for 7 consecutive days, then fixed charge ratio

2 $75 million required to be 1.00 to 1.00 until the 90" consecutive day
Collateral Availability is restored to $75 million '

Available Liquidity If not met for 7 consecutive days, non-financed capital

2 $125 million expenditures are limited to $50 million until the 90"
consecutive day Available Liquidity is restored to $125
million

Other reserves under the revolving credit facility, such as availability reserves and borrowing base
reserves, are customary for credit facilities of this type.

The revolving credit facility also includes various customary operating covenants, including
restrictions on the incurrence and prepayment of other indebtedness, granting of liens, sales of assets,
making of investments, maintenance of a minimum amount of inventory, and payment of dividends
or other distributions. Failure to satisfy the covenants would constitute an event of default under the
revolving credit facility. In September 2007, the revolving credit facility was amended to specifically
permit the issuance of the convertible senior notes described above, and any conversion of the
convertible senior notes into common stock.

A failure by USEC to comply with obligations under the revolving credit facility or other
agreements such as the indenture governing USEC’s outstanding convertible notes and the 2002
DOE-USEC Agreement, or the occurrence of a “fundamental change” as defined in the indenture
governing USEC’s outstanding convertible notes or the occurrence of a “material adverse effect” as
defined in USEC’s credit facility, could result in an event of default under the credit facility. A
default, if not cured or waived, could permit acceleration of USEC’s indebtedness.

DOE Loan Guarantee Program
Included in other long-term assets are approximately $1.3 million for deferred financing costs
related to the DOE Loan Guarantee Program, such as loan guarantee application fees paid to DOE

and third-party costs. Deferred financing costs will be amortized over the life of the loan or, if USEC
does not receive a loan, charged to expense.

Other

In January 2006, USEC repaid the remaining balance of its 6.625% senior notes of $288.8 million
on the scheduled maturity date.
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10. PENSION AND POSTRETIREMENT HEALTH AND LIFE BENEFITS

There are approximately 7,300 employees and retirees covered by defined benefit pension plans
providing retirement benefits based on compensation and years of service, and approximately 4,000
employees, retirees and dependents covered by postretirement health and life benefit plans. DOE
retained the obligation for postretirement health and life benefits for workers who retired prior to July
28, 1998. Pursuant to the supplemental executive retirement plans (“SERP”) and pension restoration
plan, USEC provides executive officers additional retirement benefits in excess of qualified plan
limits imposed by tax law. Non-union employees hired on or after September 1, 2008 do not
participate in a defined benefit pension plan.

In September 2006, the FASB issued SFAS No. 158, “Employers’ Accounting for Defined
Benefit Pension and Other Postretirement Plans”, requiring the recognition in the balance sheet of the
overfunded or underfunded status of a defined benefit postretirement plan as an asset or liability, and
an offsetting adjustment to accumulated other comprehensive income (loss), a component of
stockholders’ equity. SFAS No. 158 requires prospective application, and was effective beginning
with USEC’s financial statements at December 31, 2006. SFAS No. 158 requires balance sheet
recognition of net actuarial losses and prior service costs and benefits (items that are deferred and
recognized as net periodic benefit costs in the statement of income over time). SFAS No. 158 also
requires that plan assets and benefit obligations be measured at the year-end balance sheet date,
which is consistent with USEC’s practice. SFAS No. 158 does not impact the measurement of plan
assets and benefit obligations, or the determination of the amount of net periodic benefit cost in the
statement of income.

During 2008 the defined benefit pension plans moved from overfunded to underfunded status
driven by a decrease in the value of plan assets. The expected return on plan assets is based on the
weighted average of long-term return expectations for the composition of the plans’ equity and debt
securities. Expected returns for each asset class are based on historical returns and expectations of
future returns. The differences between the actual return on plan assets and expected return on plan
assets are accumulated in Net Actuarial Gains and (Losses). The expected return on plan assets for
the defined benefit pension plans in 2008 was 8%.
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Changes in the projected benefit obligations and plan assets and the funded status of the plans
follow (in millions):

Postretirement Health
Defined Benefit Pension Plans and Life Benefit Plans
Years Ended Years Ended
December 31, December 31,
2008 2007 2008 2007
Changes in Benefit Obligations
Obligations at beginning of year........................ $737.0 $7444 $203.6 $202.2
Actuarial (gains) 10SS€S, NEt .........veeveververeeeenn, 203 (31.7) 0.6 (5.0
SEIVICE COSIS....vvrvverrrverrerrreerrenesererann. ceveeerereraeeeas 17.4 17.9 4.4 4.1
IDLETESE COSES...u.vvrrnrecrerrrensracensncsseessnessesnsessasssenss 45.7 43.1 12.1 11.8
Gr0ss DENEits Paid.....ceersreerrerrrnersesssrersenessorsens (31.6) (36.3) 9.7 9.7
ORET ..o.eveereranrrrerereereresssensesessssess seassssensannsnns - 04) - -
Less federal subsidy on benefits paid.................. N/A N/A 0.2 02
Obligations at end of year..........c.cceevuerrervernnnn. 782.8 731.0 211.2 203.6
Changes in Plan Assets
Fair value of plan assets at beginning of year..... 780.9 7377 73.0 73.5
Actual return on plan assets .......c.oceeceeveereerernennens (194.8) 70.2 (23.8) 6.1
USEC contributions .........ccccceeeveereevercnnresessennee 10.3 9.8 3.6 3.1
Benefits Paid .....coeeeverureeeerenreriencresseassesnseeacssenes (37.6) (36.3) 9.7 9.7
OUBET ..ot ereeteese e ss s sessasesessesssssessassasens — 0.5) —_— _
Fair value of plan assets at end of year ............... 358.8 780.9 —43.1 _13.0
Funded (Unfunded) status at end of year ............ (224.0) 439 (168.1) (130.6)
Amounts recognized in assets and liabilities:
Noncurrent assets................. eeeerrererenes $ - $67.1 $ - $ -
Current liabilities............ccccerererreeeireeerereane 0.9) 0.2) - -
Noncurrent liabilities ...........ccccovvvevrvenvanne.. 223.1) 23.0) (168.1) (130.6)

Amounts recognized in accumulated other
comprehensive income, pre-tax:

Net actuarial 10ss (gain) .......ccocevvervencrvennnne. $302.0 $26.0 $55.1 $26.2
Prior service cost (Credit) .........ccveveenennee.. 1.5 9.2 (23.0) (37.4)

$3005 = §352 0§21 00 sa12)

Assumptions used to determine benefit
obligations at end of year:
DiSCOURL 1ate ........cocevreverveerrerenrersrerreresnennns 6.09% 6.21% 6.00% 5.96%

Compensation increases........................... 4.25 4.25 4.25 4.25

Projected benefit obligations for the defined benefit pension plans and the postretirement health
and life benefit plans were discounted at weighted average rates of 6.09% and 6.00%, respectively, to
determine the present values of the obligations as of December 31, 2008. The discount rates are the
estimated rates at which the benefit obligations could be effectively settled on the measurement date
and are based on yields of high quality fixed income investments whose cash flows match the timing
and amount of expected benefit payments of the plans.

LY

The current portion of underfunded plan liabilities represents the expected benefit payments for
the following year in excess of the fair value of the plan assets at year-end. Therefore, the current
liability reflects projected benefit payments for SERP and the pension restoration plan in the
following year.
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Projected benefit obligations are based on actuarial assumptions including future increases in
compensation. Accumulated benefit obligations are based on actuarial assumptions but do not
include possible future increases in compensation. The accumulated benefit obligation for all defined
benefit pension plans was $704.5 million at December 31, 2008 and $661.9 million at December 31,
2007. At December 31, 2008, none of USEC’s plans had fair value of plan assets in excess of
accumulated benefit obligations.

The expected cost of providing pension benefits is accrued over the years employees render
service, and actuarial gains and losses are amortized over the employees’ average future service life.
For postretirement health and life benefits, actuarial gains and losses and prior service costs or
benefits are amortized over the employees’ average remaining years of service from age 40 until the
date of full benefit eligibility. '

USEC began receiving federal subsidy payments in 2006 in connection with a change in Medicare
law affecting corporations that sponsor prescription drug benefits. The Medicare Prescription Drug
Improvement and Modernization Act of 2003 provides prescription drug benefits under Medicare
(“Medicare Part D) as well as federal subsidy payments to sponsors of plans that provide
prescription drug benefits that are at least actuarially equivalent to Medicare Part D. USEC, in
consultation with its actuaries, has determined that the prescription drug provisions of its
postretirement health benefit plan are at least actuarially equivalent to Medicare Part D.

The components of net benefit costs for pension and postretirement health and life benefit plans
were as follows (in millions):

ERRE Postretirement Health
Defined Benefit Pension Plans and Life Benefit Plans
Years Ended December 31 Years Ended December 31
2008 2007 2006 2008 2007 2006
Service COSLS ............ $17.4 $17.9 $18.3 $4.4 $4.1 $4.7
INEETESt COSLS ...cuvreurmercrnirersnercnessesseseanssssanssnsns 45.7 43.1 40.7 12.1 11.8 11.0
Expected return on plan assets (gains).............. 61.4) (58.0) (53.8) (5.2) (5.6) (5.5)
Amortization of prior service costs (credit)...... 1.7 1.8 1.7 (14.5) (14.5) (14.5)
Amortization of actuarial (gains) losses, net..... 0.7 1.3 5.3 0.7 2.2 2.6
Other special charges . - 01 - - - -
Net benefit COSES ....ccevieririerrirrnirensinessescsissnens $4.1 $6.2 $12.2 $2.5) $2.0) $(LT)
Assumptions used to determine net benefit costs:
Discount rate ... . . 621% 5.75% 5.50% 5.96% 5.75% 5.50%
Expected return on plan assets ................... 8.00 8.00 8.00 7.50 8.00 8.00
Compensation INCIEASES.......coveveeverressessneas 425 4.00 3.75 4.25 4.00 3.75

The estimated actuarial net loss and prior service cost for the defined benefit pension plans that
will be amortized from accumulated other comprehensive loss into net periodic pension benefit cost
during 2009 are $23.9 million and $1.7 million, respectively. The estimated actuarial net loss and
prior service cost credit for the postretirement health and life plans that will be amortized from
accumulated other comprehensive loss into net periodic benefit cost during 2009 are $4.2 million and
$(14.5) million, respectively.
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Healthcare cost trend rates used to measure postretirement health benefit obligations follow:

December 31
2008 2007
Healthcare cost trend rate for the following year .............. 8.25% 9.00%
Long-term rate that the healthcare cost trend rate
gradually declines to ...........c.covueeeeerrreerrecerereeennerrenn, 5% 5%
Year that the healthcare cost trend rate is expected to
reach the long-term rate...........ccoeoevevvveeeverceeeeenrirneeeeenn. 2016 2014

A one-percentage-point change in the assumed healthcare cost trend rates would have an effect on the
postretirement health benefit obligation and costs, as follows (in millions):

One Percentage Point

Increase Decrease

Postretirement health benefit obligation ............... $8.6 $(8.3)
Net benefit COSES....uoennrrinririeiitiieeee e e eeeeeseens $1.0 $(0.9)
Benefit Plan Assets

Independent investment advisors manage assets in each category to maximize investment returns
within reasonable and prudent levels of risk. Risk is reduced by diversifying plan assets in a broad
mix of asset classes and by following a strategic asset allocation approach. Asset classes and target
weights are adjusted periodically to optimize the long-term portfolio risk/return tradeoff, to provide
liquidity for benefit payments, and to align portfolio risk with the underlying obligations. In 2008,
actual returns for the defined benefit pension plan assets were significantly below the expected long-
term rate of return on plan assets of 8% due to adverse conditions in the financial markets.

The allocation of plan assets between equity and debt securities and the target allocation range by

asset category follows:
Percentage of Target
Plan Assets Allocation
December 31, Range

2008 2007 2008

Defined Benefit Pension Plans:

EQUItY SECUITHIES.....cecveereerereriieceeiieeereeesesesaessnens 50% 60% 40-60%
Debt SECUTItIES......cecveeveeeeeeeeeeeeeree et aeseesens 50 40 40-60
100% 100%
Postretirement Health and Life Benefit Plans:
EqQUity SECUMES. ..c.cevvueerrnrserreerenererssnresesnsninssens 61% 65% 55-75%
Debt SECUIIIES......cveereeeerreereieeeiereeeeeseeseessaserenns 33 35 25-45
100% 100%

In order to attempt to reduce the volatility of pension plan assets and also to better align plan
assets with liabilities, the target equity allocation was reduced in 2008 by 10% and the target fixed
income allocation was increased by 10%.
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Benefit Plan Cash Flows

USEC expects cash contributions to the plans in 2009 will be as follows: $23.6 million for the
defined benefit pension plans and $5.3 million for the postretirement health and life benefit plans.

Estimated future benefit plan payments and expected subsidies from Medicare follow (in
millions):

Postretirement Expected
Defined Benefit Health and Life Subsidies
Pension Plans Benefit Plans From Medicare

2009......coeirnrreereenens $39.2 $114 $0.3
2010 ..o 41.0 13.2 0.4
2011 .. 426 14.9 0.5
2012 51.2 16.3 07
2013 .. 46.9 17.8 0.9
2014 to0 2018 ............... 273.1 108.7 74

Other Plans

USEC sponsors a 401(k) defined contribution plan for employees. Employee contributions are
matched at established rates. Amounts contributed are invested in a range of investment options
available to participants, and the funds are administered by an independent trustee. USEC’s matching
cash contributions amounted to $7.4 million in 2008, $6.6 million in 2007 and $6.1 million in 2006.
Under the Executive Deferred Compensation Plan (and previously under the 401(k) Restoration
Plan), qualified employees contribute and USEC matches contributions in excess of amounts eligible
under the 401(k) plan. USEC’s matching contributions amounted to $0.1 million in each of 2008,
2007 and 2006.
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11. STOCK-BASED COMPENSATION

USEC has stock-based compensation plans available to grant restricted stock, restricted stock
units, non-qualified stock options, performance awards and other stock-based awards to key
employees and non-employee directors, as well as an employee stock purchase plan. A summary of
stock-based compensation costs follows (in millions).

Years Ended December 31
2008 2007 2006
Total stock-based compensation costs:
Restricted stock and restricted stock units...........c..ec.eue.. $5.1 $5.2 $3.5
Stock options, performance awards and other................. 1.2 0.8 0.8
Less: costs capitalized as part of inventory..................... (0.2) (0.3) (0.3)
Expense included in selling, general and
admMUNISLrative.......coeeveeeeeiecireeieieeceeciee e ereeeeens $6.1 $5.7 $4.0
Total after-tax €Xpense ...........coccecvirvinrcecverrnereennenens $3.9 $36 $2.6

As of December 31, 2008, there was $4.1 million of unrecognized compensation cost, adjusted for
estimated forfeitures, related to non-vested stock-based payments granted, of which $2.7 million
relates to restricted shares and restricted stock units, and $1.4 million relates to stock options. That
cost is expected to be recognized over a weighted-average period of 1.6 years.

Of the 16.9 million shares of common stock approved by stockholders for issuance under USEC’s
equity incentive plan and employee stock purchase plan, there were 5,404,000 shares available for
future awards under the plan at December 31, 2008 (excluding outstanding awards which terminate
or are cancelled without being exercised or that are settled for cash), including 4,036,000 shares
available for grants of stock options and 1,368,000 shares available for restricted stock or restricted
stock units, performance awards and other stock-based awards, as well as the employee stock
purchase plan. USEC’s practice is to issue shares under stock-based compensation plans from
treasury stock.

Restricted Stock Units and Restricted Stock

Under the long-term incentive program established in April 2006, the target award denominated in
shares of USEC stock is determined based on the average closing price of USEC’s common stock in
the calendar month prior to the beginning of the performance period. The awards are then marked to
market each period, with 80% of the adjustment based on the ending price of USEC’s common stock.
The remaining 20% is based on a market condition and is valued using a Monte Carlo model.
Compensation cost for these awards is generally recognized over a three-year service period. The
awards can be settled in cash or USEC stock, or can be deferred for future settlement at the
employee’s discretion. Since there is the potential for cash settlement, the awards are classified as a
liability. Non-employee directors are granted restricted stock units as part of their compensation for
serving on the Board of Directors which can only be settled in USEC stock. The restricted stock units
vest over one or three years.
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The fair value of restricted stock is determined based on the closing price of USEC’s common stock
on the grant date. Compensation cost for restricted stock is amortized to expense on a straight-line
basis over the vesting period, which, depending on the grant, is amortized ratably over a one-, three- or
five-year period. Sale of such shares is restricted prior to the date of vesting. A summary of restricted
shares activity for the year ended December 31, 2008 follows (shares in thousands):

N Weighted-Average

Grant-Date

Shares Fair Value
Restricted Shares at December 31, 2007 .......... 788 $10.82
Granted .......eoeeovemeeeicniceeeeeceeterccnnesaerassseses 820 5.84
VESIEA c.cenveiereireereireernerereereeererseaeassssssassnsnes (338) i1.15
Forfeited ...oouvviveereeeecrerareceeeeeeeevesencens (13) 13.09
Restricted Shares at December 31, 2008 .......... 1,257 $7.46

Stock Options

The intrinsic value of an option, if any, represents the excess of the fair value of the common
stock over the exercise price. The determination of the fair value of stock option awards is affected
by USEC’s stock price and a number of complex and subjective variables. Fair value is estimated
using the Black-Scholes option pricing model, which includes a number of assumptions including
USEC’s estimates of stock price volatility, employee stock option exercise behaviors, future dividend
payments, and risk-free interest rates.

The expected term of options granted is the estimated period of time from the beginning of the
vesting period to the date of expected exercise or other settlement, based on historical exercises and
post-vesting terminations. Future stock price volatility is estimated based on historical volatility for
the recent period equal to the expected term of the options. The risk-free interest rate for the expected
option term is based on the U.S. Treasury yield curve in effect at the time of grant. No cash dividends
are expected in the foreseeable future and therefore an expected dividend yield of zero is used in the
option valuation model. Historical data are used to estimate pre-vesting option forfeitures at the time
of grant. Estimates for option forfeitures are revised in subsequent periods if actual forfeitures differ
from those estimates. Compensation expense is recognized for stock option awards that are expected
to vest.

Assumptions used to value option grants follow:

Years Ended December 31

2008 2007 2006
Risk-free interest rate .........cocecvvevvinincincnvenrennns 1.84-2.62% 4.5% 4.6%
Expected dividend yield..........ccccoeverrerrnncnnnee, - - -
Expected volatility ........cccocovnviniviiincnnsecnnnenne 50-56% 42% 41%
Expected option life ........coreeveencivnneernnnnns, 3.5 years 3.5 years 3.5 years
Weighted-average grant date fair value............. $2.23 $4.77 $4.21
Options granted.........cc.coeivieveiniirnnerenieesresrenens 818,000 258,000 288,000
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Stock options vest or become exercisable in equal annual installments over a one to three year
period and expire 5 or 10 years from the date of grant. A summary of stock option activity follows:

Weighted-Average
Stock Weighted- Remaining Aggregate
Options Average Contractual Intrinsic Value
(thousands) Exercise Price Term (vears) (millions)
Outstanding at December 31, 2007........... 1,318 10.23
Granted .........ccceevmeeiececeeere e 818 5.85
Exercised ........c.ccoovvvveeeeveeieeeieeeene - -
Forfeited or expired ............cccceune....... (16) 12.65
Outstanding at December 31, 2008............ 2,120 $8.52 L5 $-
Exercisable at December 31, 2008............. 1,077 $9.64 2.3 $-

Cash received from the exercise of stock options was $0.8 million in 2007 and $2.1 million in
2006. The total intrinsic value of options exercised was $1.0 million in 2007 and $1.3 million in
2006. There were no options exercised in 2008.

Stock options outstanding and options exercisable at December 31, 2008, follow (options in
thousands):

Weighted
Average
Remaining
Stock Exercise Options Contractual Options
Price Outstanding Life in Years Exercisable
$3.63 t0 $7.00 1,033 0.6 216
7.02t07.13 151 3.1 151
8.05 104 0.2 104
8.50 142 2.6 142
10.44 t0 11.88 103 1.7 103
12.09 225 23 149
12.19 to 14.28 275 30 125
16.90 _87 1.3 87
2,120 1.5 1,077

Employee Stock Purchase Plan

Under the employee stock purchase plan, participating employees may purchase shares of USEC
Inc. common stock at 85% of the market price at the end of the six-month offer period. There is a
minimum holding period of one year. Employees can elect to designate up to 10% of their
compensation to purchase common stock under the plan. USEC is required to recognize the
compensation costs for the discounts provided under the plan effective January 1, 2006. USEC
recognized expense of $0.1 million in each of the years ended December 31, 2008 and 2007 related
to this plan. Shares purchased by employees amounted to approximately 132,000 in 2008 and
approximately 54,000 in 2007. At December 31, 2008, there were 211,000 remaining shares
available for purchase under the plan.
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12. INCOME TAXES
Provision

The provision for income taxes from continuing operations is as follows (in millions):

Years Ended December 31,

2008 2007 2006
Current:
Federal........ooeeeeiveieeeeeeeereeesereesenesnes $13.7 $68.3 $70.4
State and local .......cceeevveeeeveeeecveerenrienees 6.2 15 1.2
19.9 158 176
Deferred:
Federal.........oommreieeeeeeeeecie e 41.2) (14.4)

25
State and local ......ceeeeurermeriveecvrereeeinens 0.6 0.6 1.0
31 (40.6) (13.4)
$23.0 $35.2 $64.2

Deferred Taxes

Future tax consequences of temporary differences between the carrying amounts for financial
reporting purposes and USEC’s estimate of the tax bases of its assets and liabilities result in deferred
tax assets and liabilities, as follows (in millions):

December 31
2008 2007
Deferred tax assets:

Plant lease turnover and other exit COStS ......cc.ccoevveene. $23.2 $23.9
Employee benefits COSIS .....ouvivninninneinnncrrinriensnene. 166.5 574
INVENLOTY .eveeerreeirreeereeeeeriireeeessesseossessscsnesnsensssasssesnene 448 28.7
Property, plant and equipment..........cc.covrvineniesiseencas 47.1 66.9
Tax intangibles ........ovvevrvrrircrsrmsesniincninssniicn 34 44
Deferred costs for depleted uranium ...........cocvuvnennnee. 46.1 38.7
Net operating loss carryforwards.......c.cccceceevecvrveecene. 1.6 1.9
ACCTUEA EXPEMSES ...c.nevverrrrrranerencrearessesacersosasssatssssssssacss 6.1 7.3
OUNET...ocveerrireieeecereeeereeerresereere e rseeassssessstassssasensaras _ 52 3.4
$344.0 $232.6
Valuation allowance...........oceeevennvecvecvnsennncnscsnessensens (1.5) (1.8)
Deferred tax assets, net of valuation allowance ...... 342.5 230.8

Deferred tax liabilities:
Prepaid €XPEnSes .....ccceveercreeemervneiissssisssisssssmssssissens 13 1.2
Deferred tax Habilities.....ccoevevieveeriieccereeerecereveesnnnns 1.3 1.2
$341.2 $229.6

The valuation allowances of $1.5 million and $1.8 million at December 31, 2008 and 2007,
respectively, reduce deferred tax assets and are recorded as a result of the acquisition of NAC, and
relate to state net operating losses that are available to offset future taxable income of NAC. The
NAC state net operating losses currently expire through 2023. A valuation allowance is provided if it
is more likely than not that all or a portion of a deferred tax asset will not be realized. Tax benefits
earned or expected to be earned from the net operating losses are recorded as reductions to goodwill
and have been reflected in the balance. The goodwill amount will not be deductible for income tax
purposes. The $0.3 million decrease to the valuation allowance and net operating loss carryforwards
recorded in 2008 did not affect the deferred tax provision and was attributable to state net operating
losses that expired as of December 31, 2008 for which full valuation allowances were previously
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recorded. The deferred tax asset, net of valuation allowance, is more likely than not to be realized in
future years based on an assessment of positive and negative available evidence.

Effective Tax Rate

A reconciliation of income taxes calculated based on the federal statutory income tax rate of 35%
and the effective tax rate follows:

Years Ended December 31

2008 2007 2006
Federal statutory tax rate............c.eeeeveeeeereverereeeeemeeesennnn. 35% 35% 35%
State income taxes, net of federal.............ccoveeeeemrerenennnnn, 5 3 2
EXpOTt tax iNCENtIVES.......coueevevereeeererireeirieteeeeeeeeseeessenee. - ¢)) 4}
Research and other tax credits..............cooovvveveeeecreeeeuernnnnn, (6) ) ¢))
Manufacturing deduction .............o.coueveveeeerceceeeneseeeerenennn: - Q) -
Other nondeductible expenses..............oeereeeeemeenenennnn. 1 - 1
Impact of state rate changes on deferred taxes.................. 1 2

1
FIN 48 uncertain tax positions (see below)....................... 4) 9) -
2% 21% -38%

FIN 48 Uncertain Tax Positions

In July 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in
Income Taxes™ (“FIN 48”). This interpretation clarifies the accounting for income taxes by
prescribing a minimum recognition threshold that a tax position is required to meet before the related
tax benefit may be recognized in the financial statements. FIN 48 also provides guidance on
derecognition, measurement, classification, interest and penalties, accounting in interim periods,
disclosure and transition.

USEC adopted the provisions of FIN 48 effective January 1, 2007. As a result of implementing
FIN 48, USEC recognized a $31.1 million increase in the liability for unrecognized tax benefits. This
increase resulted in a $7.5 million decrease in the January 1, 2007 retained earnings balance and a
$23.6 million increase in the deferred tax assets. Implementation of FIN 48 also resulted in an
additional $11.4 million decrease in the January 1, 2007 retained earnings balance for accrued
interest and penalties. The liability for unrecognized tax benefits was $38.5 million at J anuary 1,
2007, of which $19.5 million would impact the effective tax rate, if recognized.

A reconciliation of the beginning and ending amount of unrecognized benefits is as follows (in
millions):

Years Ended December 31,

2008 2007
Balance at beginning of the year....................... $10.8 $38.5
Additions to tax positions of prior years ........... - 5.6
Reductions to tax positions of prior years......... (7.3) “.2)
Additions for tax positions of current year........ 0.3 1.1
SEIEMENLS ...t eeeseneenns - 12.2)
Statute eXpiration...........eveveeeevvecececeseersesnenn. - (18.0)
Balance at end of the year (1).........c..ccoevnneu.... $3.8 $10.8
Liability decrease..........coeoverereremvererereneressennrennns $7.0 $27.7

(1) Amount for unrecognized tax benefits included in other long-term liabilities.
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During 2008, the liability for unrecognized tax benefits decreased $7.0 million, of which $2.9
million decreased the tax provision. The decrease was primarily as a result of the completion of the
2004 through 2006 IRS examination and the filing of a tax accounting method change.

During 2007, the liability for unrecognized tax benefits decreased $27.7 million, of which $12.6
million decreased the tax provision. The decrease was primarily a result of the expiration of the
federal statute of limitations for all tax years through 2003, the resolution of an issue with the IRS,
and the completion of the IRS examination.

The $2.9 million and $12.6 million tax provision decrease reduced the effective tax rate by 4%
and 9% for 2008 and 2007, respectively, as shown in the rate reconciliation above. All of the liability
balance at December 31, 2008 of $3.8 million would affect the effective tax rate, if recognized.
USEC believes that the liability for unrecognized tax benefits will not materially change in the next
12 months.

USEC and its subsidiaries file income tax returns with the U.S. government and various states and
foreign jurisdictions. In the third quarter of 2007, the IRS completed USEC’s federal income tax
return examination for tax years 1998 through 2003. As of December 31, 2008, the federal statute of
limitations is closed with respect to all tax years through 2003. The IRS commenced an examination
of USEC’s 2004 through 2006 federal income tax returns during 2007, and the exam was completed
in July 2008. As of December 31, 2008, the applicable Kentucky and Ohio statutes of limitations for
tax years 2004 forward and 2005 forward, respectively, had not yet expired.

USEC recognizes accrued interest as a component of interest expense and accrued penalties as a
component of selling, general and administrative expense in the consolidated statement of income,
which is consistent with the reporting for these items in periods prior to the implementation of FIN
48. After implementation of FIN 48, USEC’s balance of accrued interest and penalties was $19.5
million at January 1, 2007. Expenses for accrued interest and penalties totaled $0.5 million during
2008 and $3.3 million during 2007. During 2008, $1.5 million of previously accrued interest and
penalties were reversed primarily as a result of the completion of the IRS exams for 2004 through
2006 and the filing of a tax accounting method change. During 2007, $16.4 million of previously
accrued interest and penalties were reversed as a result of the expiration of the federal statute of
limitations and the completion of the IRS examination for all tax years through 2003. The reversal of
previously accrued interest was recorded as interest income and the reversal of the previously
accrued penalties was recorded as a reduction to selling, general and administrative expense in the
consolidated statement of income. As a result of settling the IRS examinations through 2003, USEC
made an interest payment to the IRS of $3.5 million in September 2007 and interest payments
totaling $1.0 million to various states in December 2007. Accrued interest and penalties as of
December 31, 2008 totaled $0.9 million and as of December 31, 2007 totaled $1.9 million.

115



13. STOCKHOLDERS’ EQUITY

Common Stock

Changes in the number of shares of common stock outstanding follow (in thousands):

Shares Treasury Shares

Issued Stock Outstanding
Balance at December 31, 2005............... 100,320 (13,749) 86,571
Common stock issued ........c.ceeeeveneenneee. - 571 SN
Balance at December 31, 2006............... 100,320 (13,178) 87,142
Common stock issued .............ceveennnee. 23,000 437 23.437
Balance at December 31, 2007............... 123,320 (12,741) 110,579
Common stock issued .........cccrerverenen... - 1,177 1,177
Balance at December 31, 2008............. 123,320 (11,564) 111,756

In September 2007, USEC issued 23 million shares of common stock raising net proceeds of
approximately $214 million after underwriter commissions and offering expenses.

Preferred Stock Purchase Rights

In April 2001, the Board of Directors approved a shareholder rights plan, under which
shareholders of record on May 9, 2001 received rights that initially trade together with USEC
common stock and are not exercisable. In the absence of further action by the Board, the rights
generally would become exercisable and allow the holder to acquire USEC common stock at a
discounted price if a person or group acquires 15% or more of the outstanding shares of USEC
common stock or commences a tender or exchange offer to acquire 15% or more of the common
stock of USEC. However, any rights held by the acquirer would not be exercisable. The Board of
Directors may direct USEC to redeem the rights at $.01 per right at any time before the tenth day
following the acquisition of 15% or more of USEC common stock by a person or group.
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14. NET INCOME PER SHARE

Basic net income per share is calculated by dividing net income by the weighted average number
of shares of common stock outstanding during the period, excluding any unvested restricted stock.

In calculating diluted net income per share, the numerator is increased by interest expense on the
convertible notes, net of tax, and the denominator is increased by the weighted average number of
shares resulting from potentially dilutive stock compensation awards and the convertible notes,
assuming full conversion. Conversion of the convertible notes is not assumed if the effect is
antidilutive. Convertible debt is antidilutive if foregone interest on the notes (net of tax and
nondiscretionary adjustments) per common share obtainable upon full conversion exceeds basic net
income per share.

Years Ended December 31
2008 2007 2006
(in millions)

Numerator:

NEL INCOME ....oueevnieerereeeererereteneneetessseessesesaeseonens $48.7 $96.6  $106.2

Interest expense on convertible notes — net of tax..... _6.5 29 -

Net income if-converted..........c.ceveervcrvcrcsvessnerncsiae $55.2 $995 $106.2
Denominator:

Weighted average common Shares........c.uievveinsseseens 111.4 93.4 86.9

Less: Weighted average unvested restricted stock .... _0.8 04 0.3

Denominator for basic calculation .............ccocevenecnee 110.6 93.0 86.6

Weighted average effect of dilutive securities:

Convertible NOES .......cccoeeereeceenirceeciiiicisiissiis 48.1 12.5 -

Stock compensation awards........c.coeeeeveerrecreecenseniaias - 03 _0.2

Denominator for diluted calculation ............cu.ee...... 158.7 105.8 86.8
Net income per share — basic........ccoververcierisreeinrnennns $.44 $1.04 $1.22
Net income per share — diluted.........ccuvvivrnvvrvcuriienennene $.35 $.94 $1.22

Options to purchase shares of common stock having an exercise price greater than the average
share market price are excluded from the calculation of diluted earnings per share (options in
millions):

Years Ended December 31
2008 2007 2006
Options excluded from diluted earnings per share ...... 2.0 0.1 0.4
$5.86 to $11.88 to
Exercise price of excluded options ..........ccceeuviceeieinnnens $16.90 $16.90 $16.90
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15. ENVIRONMENTAL COMPLIANCE

Environmental compliance costs include the handling, treatment and disposal of hazardous
substances and wastes. Pursuant to the USEC Privatization Act, environmental liabilities associated
with the Paducah and Portsmouth GDPs prior to July 28, 1998 are the responsibility of the U.S.
government, except for liabilities relating to certain identified wastes generated by USEC and stored
at the GDPs.

Depleted Uranium

USEC stores depleted uranium at the Paducah and Portsmouth GDPs and accrues estimated costs
for its future disposition. USEC anticipates that it will send most or all of its depleted uranium to
DOE for disposition unless a more economic disposal option becomes available. DOE is constructing
facilities at the Paducah and Portsmouth GDPs to process large quantities of depleted uranium owned
by DOE. Under federal law, DOE would also process USEC’s depleted uranium if provided to DOE.
If we were to dispose of our uranium this way, USEC would be required to reimburse DOE for the
related disposition costs of our depleted uranium, including a pro rata share of DOE’s capital costs.
Processing DOE’s depleted uranium is expected to take about 25 years. The timing of the disposal of
USEC’s depleted uranium has not been determined. The long-term liability for depleted uranium
disposition is dependent upon the volume of depleted uranium generated and estimated processing,
transportation and disposal costs. USEC’s estimate of the unit disposal cost is based primarily on
estimated cost data obtained from DOE without consideration given to contingencies or reserves.
USEC’s estimate is periodically reviewed as additional information becomes available. USEC’s
estimate of the unit disposition cost for accrual purposes is approximately 35% less than the unit
disposition cost for financial assurance purposes, which includes contingencies and other potential
costs as required by the NRC.

Compliance with NRC regulations requires that USEC provide financial assurance regarding the
cost of the eventual disposition of USEC’s depleted uranium and stored wastes. The financial
assurance requirement is based on our year-end liability plus expected volume increases over the
coming year, including NRC required contingencies, totaling to an annual projected required amount.
At December 31, 2008, the financial assurance requirements in place for 2009, principally the
amount associated with disposition of depleted uranium, total $232.0 million and are covered by a
combination of $204.5 million under surety bonds and a $27.5 million letter of credit.

USEC’s estimated cost and accrued liability for depleted uranium disposition, as well as related
financial assurance USEC provides, are subject to change as additional information becomes
available.

Stored Wastes

USEC's operations generate hazardous, low-level radioactive and mixed wastes. The storage,
treatment, and disposal of wastes are regulated by federal and state laws. USEC utilizes offsite
treatment and disposal facilities and stores wastes at the Paducah and Portsmouth GDPs pursuant to
permits, orders and agreements with DOE and various state agencies. Liabilities accrued for the
treatment and disposal of stored wastes generated by USEC's operations amounted to $6.0 million at
December 31, 2008 and $4.7 million at December 31, 2007.

GDP Lease Turnover

Y

At the conclusion of the GDP lease with DOE, USEC may leave the property in an “as is”
condition, but must remove all wastes generated by USEC, which are subject to off-site disposal, and
must place the GDPs in a safe shutdown condition. Accrued liabilities for lease turnover costs
amounted to $55.4 million at December 31, 2008 and $56.9 million at December 31, 2007.
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American Centrifuge Decontamination and Decommissioning
Financial Assurance

USEC leases facilities in Piketon, Ohio from DOE for the American Centrifuge Plant. At the
conclusion of the 36-year lease period in 2043, assuming no further extensions, USEC is obligated to
return these leased facilities to DOE in a condition that meets NRC requirements and in the same
condition as the facilities were in when they were leased to USEC (other than due to normal wear
and tear). USEC owns all capital improvements at the American Centrifuge Plant and, unless
otherwise consented to by DOE, must remove them by the conclusion of the lease term. USEC is
required to provide financial assurance to the NRC incrementally based on facility construction and
centrifuge installation. USEC is also required to provide financial assurance to DOE in an amount
equal to its current estimate of costs to comply with lease turnover requirements, less the amount of
financial assurance required of USEC by the NRC for decontamination and decommissioning
(“D&D”). As of December 31, 2008, USEC has provided financial assurance to the NRC and DOE
for 2009 in the form of surety bonds totaling $57.7 million.

The financial assurance requirements will increase each year commensurate with the status of
facility construction and operations. As part of USEC’s license to operate the American Centrifuge
Plant, USEC provides the NRC with a projection of the total D&D cost. The current estimate of the
total cost related to NRC requirements is $377.3 million in 2008 dollars, and the projected total
incremental lease turnover cost related to DOE is estimated to be $25.5 million in 2008 dollars.
Financial assurance will also be required for the disposition of depleted uranium generated from
future centrifuge operations.

Asset Retirement Obligations

Commensurate with the American Centrifuge Plant commercial lease signed in December 2006,
USEC recorded the financial assurance amount for 2006 of $8.8 million as the estimate of the present
value of the asset retirement obligation at year end. In 2007, USEC reassessed and revised the
estimate of the asset retirement obligation reducing the amount recorded in both construction work in
progress and other long-term liabilities. The estimate is also revised for any changes in long-term
inflation rate assumptions. Additional retirement obligations are recognized as construction progress
continues as indicated by the increase during 2008. Changes in USEC’s asset retirement obligation
liability balance since December 31, 2006 follow (in millions):

Balance at December 31, 2006 ................. $8.8
Additional retirement obligation and
revision of estimate........ccoevvvvuvernns (4.6)
Time value acCretion.......oeeveeevecrvverriinnns 02
Balance at December 31, 2007 .....coerveeee $4.4
Additional retirement obligation........... 8.8
Time value acCretion.....eeeeereccircvrsuncens _0.5
Balance at December 31, 2008 .................. $13.7
Surety Bond Collateral

Other long-term assets at December 31, 2008 include interest-earning cash deposits of $135.1
million provided as collateral for surety bonds relating primarily to depleted uranium and American
Centrifuge Plant decontamination and decommissioning.
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16. COMMITMENTS AND CONTINGENCIES
Power Contracts and Commitments

The gaseous diffusion process uses significant amounts of electric power to enrich uranium.
USEC purchases most of the electric power for the Paducah GDP from the Tennessee Valley
Authority (“TVA”) under an agreement for power deliveries through May 2012. Capacity under the
agreement is fixed. As of December 31, 2008, USEC is obligated to make minimum payments under
the agreement, whether or not it takes delivery of electric power, of approximately $1.7 billion
through May 2012. USEC’s costs are subject to monthly fuel cost adjustments to reflect changes in
TVA's fuel costs, purchased power costs, and related costs.

American Centrifuge Plant
Milestones under the 2002 DOE-USEC Agreement

USEC is working to construct and deploy the American Centrifuge Plant as a replacement for the
Paducah GDP. In 2002, USEC and DOE signed an agreement (such agreement, as amended, the
“2002 DOE-USEC Agreement”) in which USEC and DOE made long-term commitments directed at
resolving issues related to the stability and security of the domestic uranium enrichment industry.
The 2002 DOE-USEC Agreement contains specific project milestones relating to the American
Centrifuge Plant. At USEC’s request, the last four milestones were amended in J anuary 2009 to
replace milestones that were not aligned with USEC’s deployment schedule for the American
Centrifuge Plant. The first of the new milestones requires that USEC secure firm financing
commitment(s) by November 2009 for the construction of the commercial American Centrifuge
Plant with an annual capacity of approximately 3.5 million SWU per year.

Until USEC has met the November 2009 financing milestone, DOE has full remedies under the
2002 DOE-USEC Agreement. However, if a delaying event beyond the control and without the fault
or negligence of USEC occurs which would affect USEC’s ability to meet a milestone, DOE and
USEC will jointly meet to discuss in good faith possible adjustments to the milestones as appropriate
to accommodate the delaying event. Once USEC has met the November 2009 financing milestone,
DOE’s remedies under the 2002 DOE-USEC Agreement are limited to those circumstances where
USEC’s gross negligence in project planning and execution is responsible for schedule delays or in
the circumstance where USEC constructively or formally abandons the project or fails to diligently
pursue the financing commitment(s).

The 2002 DOE-USEC Agreement provides DOE with specific remedies if USEC fails to meet a
milestone that would materially impact USEC’s ability to begin commercial operations of the
American Centrifuge Plant on schedule. These remedies could include terminating the 2002 DOE-
USEC Agreement, revoking USEC’s access to DOE’s U.S. centrifuge technology that USEC
requires for the success of the American Centrifuge project and requiring USEC to transfer its rights
in the American Centrifuge technology and facilities to DOE, and requiring USEC to reimburse DOE
for certain costs associated with the American Centrifuge project. DOE could also recommend that
USEC be removed as the sole U.S. Executive Agent under the Megatons-to-Megawatts program,
which could reduce or terminate USEC’s access to Russian LEU. Any of these actions could have a
material adverse impact on USEC’s business.
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Project Funding

USEC needs to raise a significant amount of additional capital to continue funding and to
complete the American Centrifuge Plant. USEC does not believe public market financing for a large
capital project such as American Centrifuge is available given current financial market conditions. In
July 2008, USEC applied to the DOE Loan Guarantee Program as the path for obtaining $2 billion in
debt financing to complete the American Centrifuge Plant. Areva, a company majority owned by the
French government, also applied for funding under this program and is also being considered by
DOE. USEC is seeking a selection of its project by DOE in the short term, followed by an
expeditious funding commitment and financial closing. However, USEC has no assurance that its
project will be selected to move forward in the program, and if USEC is selected, it could still take an
extended period for the loan guarantee and funding to be finalized. Accordingly, USEC has initiated
steps to conserve cash and reduce the planned escalation of project construction and machine
manufacturing activities until USEC gains greater clarity on potential funding for the project through
the DOE Loan Guarantee Program. In addition, on a parallel path, USEC continues to evaluate
potential third-party investment.

Without a2 DOE loan guarantee or other financing and without taking into account USEC’s plans
to slow down project spending in 2009, USEC anticipates that its cash, expected internally generated
cash flow from operations and available borrowings under its revolving credit facility would be
sufficient to meet its cash needs for approximately 6-9 months under the baseline budget and
schedule. Taking into account USEC’s plans to slow down project spending, USEC anticipates that
its liquidity will be sufficient beyond this period. If USEC determines that a loan guarantee or
alternative financing is not forthcoming or available in the near term, USEC will take additional steps
to implement further project spending reductions to maintain sufficient liquidity for at least twelve
months. However, additional funds may be necessary sooner than USEC currently anticipates if
USEC is not successful in its efforts to conserve cash or in the event of increases in the cost of the
American Centrifuge project, unanticipated prepayments to suppliers, increases in financial
assurance, unanticipated costs under the Russian Contract, increases in power costs or any shortfall
in USEC’s estimated levels of operating cash flow, or to meet other unanticipated expenses.

Legal Matters

DOE Contract Services Matter

The U.S. Department of Justice (“DOJ”) asserted in a letter to USEC dated July 10, 2006 that
DOE may have sustained damages in an amount that exceeds $6.9 million under USEC’s contract
with DOE for the supply of cold standby services at the Portsmouth GDP. DOJ indicated that it was
assessing possible violations of the Civil False Claims Act (“FCA”), which allows for treble damages
and civil penalties, and related claims in connection with invoices submitted under that
contract. USEC responded to DOJ’s letter in September 2006, stating that the government does not
have a legitimate basis for asserting any FCA or related claims under the cold standby contract, and
has been cooperating with DOJ and the DOE Office of Investigations with respect to their inquiries
into this matter. In a supplemental presentation by DOJ and DOE on October 18, 2007, DOJ
identified revised assertions of alleged overcharges of at least $14.6 million on the cold standby and
two other cost-type contracts, again potentially in violation of the FCA. USEC has responded to these
assertions and has provided several follow-up responses to DOJ and DOE in response to their
requests for additional data and analysis. USEC believes that the DOJ and DOE analyses are
significantly flawed, and no loss has been accrued. USEC intends to defend vigorously any FCA or
related claim that might be asserted against it. As part of USEC’s continuing discussions with DOJ,
USEC and DOJ have agreed several times to extend the statute of limitations for this matter, most
recently to April 10, 2009.
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Environmental Matter

Under a cleanup agreement with the Environmental Protection Agency (“EPA”), USEC removed
certain material from a site in South Carolina previously operated by Starmet CMI, one of USEC’s
former contractors, that was attributable to quantities of depleted uranium USEC had sent there under
a 1998 contract. In June 2007, USEC was contacted by the EPA concerning costs incurred by the
EPA for additional cleanup at the Starmet site. In January 2009, pursuant to the terms of a September
2008 settlement agreement, USEC paid the EPA $1.0 million for the share of additional cleanup
costs allocated to USEC in resolution of this matter. At this time, the EPA has completed its actions
at the site and USEC is not aware of any further claims associated with the site.

Other Legal Matters

USEC is subject to various other legal proceedings and claims, either asserted or unasserted,
which arise in the ordinary course of business. While the outcome of these claims cannot be
predicted with certainty, USEC does not believe that the outcome of any of these legal matters will
have a material adverse effect on its results of operations or financial condition.

Lease Commitments

Operating costs incurred under the operating leases with DOE for the Paducah, Piketon, and Oak
Ridge facilities, and leases for office space and equipment amounted to $9.2 million in 2008, $8.3
million in 2007 and $9.1 million in 2006. Future estimated minimum lease payments and expected
lease administration payments follow (in millions):

2009......coceiererrennninn. $6.7
2010....ucciieeienreenrenn. 5.8
/0 ) N DO 5.3
2012 35
1220 ) 1K S 33
Thereafter................. _29.2

$53.8

Except as provided in the 2002 DOE-USEC Agreement, USEC has the right to extend the lease
for the GDPs indefinitely and may terminate the lease in its entirety or with respect to one of the
plants at any time upon two years’ notice.

The initial term of the American Centrifuge Plant lease was through June 30, 2009, and on
February 2, 2009, USEC renewed it for an additional term of five years through June 30, 2014.
USEC has the option to extend the lease term for additional five-year terms ending in 2043.
Thereafter, USEC has the right to extend the American Centrifuge Plant lease for up to an additional
20 years, through 2063, if it agrees to demolish the existing buildings leased to USEC after the lease
term expires. USEC has the option, with DOE’s consent, to expand the leased property to meet its
needs until the earlier of September 30, 2013 or the expiration or termination of the GDP lease.
USEC may terminate the American Centrifuge Plant lease upon three years’ notice. DOE may
terminate the lease for default, including default under the 2002 DOE-USEC Agreement.

USEC has office space and equipment leases for our corporate headquarters in Bethesda,

Maryland through November 2016, for our NAC operations in Norcross, Georgia through February
2012, and for a Washington, D.C. office through June 2011.
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DOE Technology License

USEC has a non-exclusive license in DOE inventions that pertain to enriching uranium using gas
centrifuge technology. The license agreement with DOE provides for annual royalty payments based
on a varying percentage (1% up to 2%) of USEC’s annual revenues from sales of the SWU
component of LEU produced by USEC at the American Centrifuge Plant and any other facility using
DOE centrifuge technology. There is a minimum annual royalty payment of $100,000 and the
maximum cumulative royalty over the life of the license is $100 million.

17. REVENUE BY GEOGRAPHIC AREA, MAJOR CUSTOMERS AND SEGMENT
INFORMATION

Revenue attributed to domestic and foreign customers, including customers in a foreign country
representing 10% or more of total revenue, follows (in millions):

Years Ended December 31,

2008 2007 2006
United States .........ccoceeevereerennne. $1,2125  $1,310.6 $1,109.5
Foreign:
Japan........cecveernreneeesiennnnnnn. 242.6 274.7 389.8
Other......ccovververeneerecnrrrneenns 159.5 342.7 349.3
402.1 617.4 739.1

$1.6146 $1.928.0 §1.348.6

USEC’s 10 largest utility customers represented 57% of revenue and USEC’s three largest utility
customers represented 30% of revenue in 2008. Revenue from two domestic customers, Exelon
Corporation and Entergy Corporation, each represented more than 10%, but less than 15%, of
revenue in 2008. Revenue from U.S. government contracts represented 12% of revenue in 2008, 9%
of revenue in 2007 and 10% of revenue in 2006. No other customer represented more than 10% of
revenue.

123



USEC has two reportable segments measured and presented through the gross profit line of the
income statement: the low enriched uranium (“LEU”) segment with two components, separative
work units (“SWU”) and uranium, and the U.S. government contracts segment. The LEU segment is
USEC’s primary business focus and includes sales of the SWU component of LEU, sales of both
SWU and uranium components of LEU, and sales of uranium. The U.S. government contracts
segment includes work performed for DOE and DOE contractors at the Portsmouth and Paducah
GDPs, as well as nuclear energy services and technologies provided by NAC. Gross profit is USEC’s
measure for segment reporting. Intersegment sales were less than $0.1 million in each of 2008, 2007
and 2006 and have been eliminated in consolidation.

Years Ended December 31
2008 2007 2006
(millions)
Revenue
LEU segment:
Separative WOrk URitS.........c.ceeevveeereereeereereeeaeeenrernen $1,175.5 $1,570.5 $1,337.4
L8} ¢ 141111 SOOI TORPTUSUOOORRU 217.1 163.5 316.7
1,392.6 1,734.0 1,654.1
U.S. government contracts S€gment............coovereeeemercenen. 2220 194.0 194.5
$1.6146  $1.9280  $1.848.6
Segment Gross Profit
LEU SEEMENL.......ccnirrrrrerererireeriresesieeseeseescsssesnesssseses $190.4 $260.4 $304.9
U.S. government contracts segment................orvereennee... _38.4 271 320
GIOSS PIOfIL ...cocveererreeirnrienrerrerete et neaeeeens 228.8 2875 336.9
Advanced technology COSES............coeeueermrereeeerererersrerrnn. 110.2 127.3 105.5
Selling, general, and administrative .............cocoeemn......... 54.3 45.3 48.8
OHET, NEL....eeeeeeeeereiecee et eseeesssesesere s se e sssas - = 39
Operating iNCOIME .........vcureerverreneeeeiseseeeaeeesseeeeesesesaesesans 64.3 114.9 178.7
Interest (inCOME) EXPENSE, NEL ........oevereeeererrrerrrsrsrans (1.4) (16.9) _83
Income before iNCOME taXES...........v.eeweeevererenerersrerersnnnnn. $71.7 $131.8 $1704
December 31,
2008 2007 2006
(millions)
Assets
LEU SEZMENL ...ececveeeeeeeeeeeeeeeeeeeeseeeeeeesseesesseseserees $2,997.7  $3,0364  $1,800.1
U.S. government contracts segment...............c.ceuemeuenr..... 57.6 514 61.3

$3,0553 $3.0878  $1.8614

USEC’s long-term or long-lived assets include property, plant and equipment and other assets
reported on the balance sheet at December 31, 2008, all of which were located in the United States.
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18. QUARTERLY FINANCIAL DATA (Unaudited)

The following table summarizes quarterly and annual results of operations (in millions, except per

share data):

Gross profit ..........ccou.....
Advanced technology costs

.............................................

.............................................

.............................................

.........................................

Selling, general and administrative............cceceuruenenen..

Operating income

Interest expense..............
Interest (income).............

.............................................

.............................................

.............................................

Provision (benefit) for income taxes.........coccvveveenennnen

Net income.......ccceeeeen...

Net income per share — basic
Net income per share — diluted

.............................................

.....................................

...................................

Weighted average number of shares outstanding:

Gross profit ........ccceuee...
Advanced technology costs

.............................................

.............................................

.............................................

.............................................

.............................................

.........................................

Selling, general and administrative.................ccooernunn.

Operating income (loss)
Interest expense..............
Interest (income) ............

..............................................

.............................................

.............................................

Provision (benefit) for income taxes.............coovevurneenee

Net income (loss) ...........

.............................................

Net income (loss) per share — basic ...........ccceeveeennne.
Net income (loss) per share — diluted..............c...c........

Weighted average number of shares outstanding:

(a) No effect of the convertible notes was recognized since the effect of full conversion was antidilutive.

.............................................

.............................................

March 31,
2008

$343.3
304.5
38.8
23.9
120
2.9
6.3
(10.8)
3.0
844

$.04
$.04 (a)

109.9
110.2 (a)

March 31,
2007

3.5
9.9)
6.9
$39.3

$.45
$.45

86.8
87.2

June 30, Sept. 30, Dec. 31, Year
2008 2008 2008 2008
$249.0 $590.4 $431.9 $1,614.6

185.5 542.0 353.8 1,385.8
63.5 484 78.1 228.8
28.2 29.1 29.0 110.2
163 124 13.6 54.3
19.0 6.9 355 64.3

5.2 4.0 1.8 17.3
6.0) 4.5) (3.4) (24.7)
990 1.0) 120 -23.0
$10.8 $8.4 $25.1 $48.7
$.10 $.08 $.23 $.44
$.08 $.06 $.16 $.35

110.6 110.8 110.8 110.6

158.7 158.9 158.9 158.7

June 30, Sept. 30, Dec. 31, Year

2007 2007 2007 2007

$211.1 $634.7 $617.2 $1,928.0

1834 5227 542.6 1,640.5
27.7 112.0 74.6 287.5
35.6 30.8 27.2 127.3
1135 9.0 123 45.3

(19.4) 72.2 35.1 114.9

24 33 7.7 16.9
(1.9) 3.9 (12.1) (33.8)
(0.5) 272 144 _35.2
$134) 3456 $251 $96.6
$(.15) $.52 $.22 $1.04
$(.15) $.51 $.18 $.94
87.1 87.9 110.1 93.0
87.1 89.8 158.4 105.8

The calculation of net income per share and average number of shares outstanding on a dilutive
basis for the years ended December 31, 2008, 2007 and 2006 is provided in note 14. No dilutive
effect is recognized in periods in which a net loss has occurred.
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GLOSSARY

2002 DOE-USEC Agreement — An agreement in which USEC and DOE made long-term
commitments directed at resolving issues related to the stability and security of the domestic uranium
enrichment industry (such agreement, as amended, the “2002 DOE-USEC Agreement”). This
agreement provides that USEC will develop, demonstrate and deploy the American Centrifuge
technology in accordance with 15 milestones.

American Centrifuge — An advanced uranium enrichment technology based on the proven workable
U.S. centrifuge technology developed by DOE in the mid-1980s.

American Centrifuge Demonstration Facility — Demonstration facility in Piketon, Ohio where
USEC has installed and is operating centrifuge machines as part of its Lead Cascade test program to
demonstrate the American Centrifuge technology.

American Centrifuge Plant (“ACP”’) - USEC’s planned commercial uranium enrichment facility
using centrifuge technology. USEC plans to install thousands of centrifuge machines and operate the
facility in the gas centrifuge enrichment plant buildings in Piketon, Ohio owned by DOE.

Assay — The concentration of U expressed by percentage of weight in a given quantity of uranium
ore, uranium hexafluoride, uranium oxide or other uranium form. An assay of 3% to 5% U is
required for most commercial nuclear power plants.

Centrifuge — A technology for enriching uranium by spinning uranium hexafluoride at high speed
and using centrifugal force to separate the heavier U**® from the lighter U™

CERCLA - The Comprehensive Environmental Response, Compensation, and Liability Act (42
U.S.C. 9601 et seq.), a federal law passed in 1980 by the Superfund Amendments and
Reauthorization Act. The act created a government trust fund, commonly known as Superfund, to
investigate and clean up abandoned or uncontrolled hazardous waste sites.

Depleted Uranium — Uranium hexafluoride that is depleted in the U** isotope as a result of the
enrichment process.

DOC - The U.S. Department of Commerce.
DOE - The U.S. Department of Energy.

Downblending -The diluting or mixing of highly enriched uranium with depleted or natural uranium
to produce low enriched uranium with a concentration of U of less than 5% for use in commercial
nuclear reactors.

Enrichment - The step in the nuclear fuel cycle that increases the weight percent of U?* relative to
U* in order to make uranium usable as a fuel for nuclear power reactors.

EPA - The U.S. Environmental Protection Agency.

Freon — The trade name for a group of chlorofluorocarbons (CFCs) used primarily as a refrigerant.
The Paducah GDP uses Freon as the primary process coolant. The production of Freon in the United
States was terminated in 1995.

Gaseous Diffusion — A means of enriching uranium hexafluoride, which is heated to a gas and
passed repeatedly through a porous barrier to separate the heavier U*® from the lighter U?°. The gas
that diffuses through the barrier becomes increasingly more concentrated or enriched.
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Highly Enriched Uranium — Uranium enriched in the isotope U to an assay equal to or greater
than 20%.

Isotope — One or more atoms of an element having the same atomic number but different mass
number.

Lead Cascade — An array of full-size centrifuge machines operating in a closed-loop configuration,
from which samples are withdrawn for testing purposes and the enriched and depleted uranium
streams are recombined into feed material.

Low Enriched Uranium (“LEU”) — Uranium enriched in the isotope U?* to an assay of less than
20%. Commercial grade LEU typically has an assay of 3% to 5% and is used as fuel in nuclear

reactors for the generation of electric power.
Megatons to Megawatts — The Russian Contract.

Megawatt (“MW”) — A megawatt equals 1,000 kilowatts. One megawatt-hour represents one hour
of electricity consumption at a constant rate of 1 MW.

Natural Uranium — Uranium that has not been enriched or depleted in the isotope U,
NMMSS - The Nuclear Materials Management and Safeguards System of the DOE and NRC.
NRC - The U.S. Nuclear Regulatory Commission.

Paducah GDP - The Paducah gaseous diffusion plant in Paducah, Kentucky.

Portsmouth GDP — The Portsmouth gaseous diffusion plant in Piketon, Ohio.

Price-Anderson Act — Price-Anderson Nuclear Industry Indemnities Act of 1957, as amended,
provides a system of indemnification for certain legal liability resulting from a nuclear incident in
connection with contractual activity for DOE.

Russian Contract — Contract, dated January 14, 1994, between USEC and TENEX to implement the
Agreement between the United States and the Russian Federation Concerning the Disposition of
Highly Enriched Uranium Extracted from Nuclear Weapons. Under the contract, USEC serves as
Executive Agent for the United States Government, and TENEX serves as agent for the State Atomic
Energy Corporation (“Rosatom’), Executive Agent for the Russian government.

Russian Suspension Agreement — A 1992 agreement between the U.S. Commerce Department and
the Russian Ministry of Atomic Energy suspending an antidumping investigation against imports of
Russian uranium products that had resulted in preliminary duties in excess of 100% of the value of
the imports.

Separative Work Unit (“SWU”’) — The standard measure of enrichment in the uranium enrichment
industry is a separative work unit or SWU. A SWU represents the effort that is required to transform
a given amount of natural uranium into two streams of uranium, one enriched in the U** isotope and
the other depleted in the U?* isotope, and is measured using a standard formula based on the physics
of uranium enrichment. The amount of enrichment contained in LEU under this formula is
commonly referred to as the SWU component.

Technetium — A byproduct from the operation of nuclear reactors and a contaminant in natural
uranium.
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TENEX - OAO Techsnabexport, agent for the State Atomic Energy Corporation (“Rosatom™),
Executive Agent for the Russian government under the Agreement between the United States and the
Russian Federation Concerning the Disposition of Highly Enriched Uranium Extracted from Nuclear

Weapons.

TVA - Tennessee Valley Authority, a federally-chartered corporation that supplies electric power to
the Paducah gaseous diffusion plant.

Underfeeding — A mode of operation that uses or feeds less uranium but requires more SWU in the
enrichment process, which requires more electric power.

Uranium — One of the heaviest elements found in nature. Approximately 993 of every 1000
uranium atoms are U*® while approximately seven atoms are U?, which can be made to split, or
fission, and generate heat energy.

UFg¢ - See Uranium Hexafluoride.

Uranium Hexafluoride (“UF;”) — Uranium chemical compound produced from converting natural
uranium oxide into a fluoride at a conversion plant. Uranium hexafluoride is the feed material for

uranium enrichment plants.
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restated, dated November 1, 2007, incorporated by reference to Exhibit 10.3 of the Quarterly Report
on Form 10-Q for the quarter ended September 30, 2008 (Commission file number 1-14287). (b)

USEC Inc. 401(k) Restoration Plan, incorporated by reference to Exhibits 10.41(a) through (f) of the
Quarterly Report on Form 10-Q for the quarter ended December 31, 1999 (Commission file number
1-14287). (b)

USEC Inc. 1999 Supplemental Executive Retirement Plan, as amended and restated, dated August 1,
2008, incorporated by reference to Exhibit 10.2 of the Quarterly Report on Form 10-Q for the quarter
ended September 30, 2008 (Commission file number 1-14287). (b)

Summary Sheet for 2007 Non-Employee Director Compensation, incorporated by reference to Exhibit
10.3 to the Quarterly Report on Form 10-Q for the quarter ended June 30, 2007 (Commission file
number 1-14287). (b)

Summary Sheet for 2008 Non-Employee Director Compensation, incorporated by reference to Exhibit
10.1 to the Quarterly Report on Form 10-Q for the quarter ended June 30, 2008 (Commission file
number 1-14287). (b)

Summary of Compensation Arrangement with James R. Mellor, incorporated by reference to Exhibit
10.61 of the Annual Report on Form 10-K for the year ended December 31, 2006 (Commission file
number 1-14287). (b)

Summary of 2008 Annual Performance Objectives for Named Executive Officers, incorporated by
reference to Exhibit 10.1 of the Quarterly Report on Form 10-Q for the quarter ended March 31, 2008
(Commission file number 1-14287). (b)

USEC Inc. 2006 Supplemental Executive Retirement Plan, as amended and restated, dated November
1, 2007, incorporated by reference to Exhibit 10.64 of the Annual Report on Form 10-K for the year
ended December 31, 2007 (Commission file number 1-14287). (b)

Executive Incentive Plan Summary Plan Description, incorporated by reference to Exhibit 10.1 of the
current report on Form 8-K filed on April 28, 2006 (Commission file number 1-14287). (b)

USEC Inc. Executive Severance Plan dated August 1, 2008, incorporated by reference to Exhibit 10.1
of the Quarterly Report on Form 10-Q for the quarter ended September 30, 2008 (Commission file
number 1-14287). (b)

USEC Inc. Executive Deferred Compensation Plan, dated November 1, 2007 incorporated by
reference to Exhibit 10.67 of the Annual Report on Form 10-K for the year ended December 31, 2007
(Commission file number 1-14287). (b)
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10.61 USEC Inc. Director Deferred Compensation Plan, dated November 1, 2007 incorporated by reference
to Exhibit 10.68 of the Annual Report on Form 10-K for the year ended December 31, 2007
(Commission file number 1-14287). (b)

21 Subsidiaries of USEC Inc. (a)

23.1 Consent of PricewaterhouseCoopers LLP, independent registered public accounting firm. (a)
31.1 Certification of the Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a). (a)

31.2 Certification of the Chief Financial Officer pursuant to Rule 13a-14(a)/15d-14(a). (a)

32 , Certification of CEO and CFO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002. (a)

99.1 Letter from U.S. Department of State, dated August 23, 2002, in compliance with Rule 0-6 of the
Securities Exchange Act of 1934, incorporated by reference to Exhibit 99.4 of the Annual Report on
Form 10-K for the fiscal year ended June 30, 2002 (Commission file number 1-14287).

99.2 Annual CEO Certification dated April 30, 2008, as filed with the New York Stock Exchange. (a)

(a) Filed herewith

(b) Management contracts and compensatory plans and arrangements required to be filed as exhibits pursuant to Item
15(b) of this report.
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EXHIBIT 21

SUBSIDIARIES OF USEC INC.
Name of Subsidiary State of Incorperation
United States Enrichment Corporation Delaware
NAC International Inc. Delaware

135



EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8
(File Numbers 333-71635, 333-129410, 333-117867, and 333-150564) and on Form S-3 (File
Number 333-146063) of USEC Inc. of our report dated February 24, 2009 relating to the financial
statements and the effectiveness of internal control over financial reporting, which appears in this
Form 10-K.

PricewaterhouseCoopers LLP
McLean, Virginia
February 24, 2009
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

v

I, John K. Welch, certify that:
1. Ihave reviewed this annual report on Form 10-K of USEC Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting
that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant's auditors and the audit committee of
the registrant's board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant's
ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have
a significant role in the registrant's internal control over financial reporting.

February 26, 2009 /s/ John K. Welch
John K. Welch

President and Chief Executive Officer
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EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

L, John C. Barpoulis, certify that:
1. Thave reviewed this annual report on Form 10-K of USEC Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances
under which such statements were made, not misleading with respect to the period covered by
this report;

3. Based on my knowledge, the financial statements, and other financial information included in
this report, fairly present in all material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting
that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant's auditors and the audit committee of
the registrant's board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant's
ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have
a significant role in the registrant's internal control over financial reporting.

a

February 26, 2009 /s/ John C. Barpoulis
John C. Barpoulis
Senior Vice President and Chief Financial Officer
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EXHIBIT 32

Certification of CEO and CFO Pursuant to
18 U.S.C. Section 1350,
as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the annual report on Form 10-K of USEC Inc. for the year ended December 31,
2008, as filed with the Securities and Exchange Commission on the date hereof (the “Report”),
pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, John
K. Welch, President and Chief Executive Officer, and John C. Barpoulis, Senior Vice President and
Chief Financial Officer, each hereby certifies, that, to the best of his knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the
financial condition and results of operations of USEC Inc.

February 26, 2009 /s/ John K. Welch
John K. Welch
President and Chief Executive Officer

February 26, 2009 /s/ John C. Barpoulis
John C. Barpoulis
Senior Vice President and Chief Financial Officer
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EXHIBIT 99.2

Domestic Company
Section 303A
Annual CEO Certification

As the Chief Executive Officer of USEC Inc. (USU), and as required by Section 303A.12(a) of the
New York Stock Exchange Listed Company Manual, I hereby certify that as of the date hereof I am
not aware of any violation by the Company of NYSE's corporate governance listing standards, other
than has been notified to the Exchange pursuant to Section 303A.12(b) and disclosed on Exhibit H to
the Company’s Domestic Company Section 303A Annual Written Affirmation.

This certification is:

%%} Without qualification
or
O With qualification

By /s/ John K. Welch

Print Name:___John K. Welch

Title: President and Chief Executive Officer

Date: April 30, 2008

[No Exhibit H accompanied the Annual Written Affirmation.]
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Shareholder Information

Corporate Headquarters
USEC Inc.

Two Democracy Center
6903 Rockledge Drive
Bethesda, MD 20817-1818
Phone: (301} 564-3200

Fax: (301} 564-3211

Stock Exchange Listing

USEC Inc. common stock is listed and
traded on the New York Stock
Exchange under the ticker symbol
USU. As of January 31, 2009, the
Company had approximately 53,000
beneficial holders of its common stock.

Annual Meeting

The Annual Meeting of Shareholders
will be held at 10 a.m., April 30, 2009.
at the Bethesda Marriott Suites, 6711
Democracy Bivd., Bethesda, MD 20817,

Annual Report on Form 10-K
Copies of USEC's reports on Form
10K, Form 10-Q, and Form 8K, as
filed with the Securities and Exchange
Commission are available without
charge. These items can be viewed and
printed by visiting the Investor Relations
section of our web site, www.usec.com
or requests for printed copies of these
reports should be mailed to the atten-
tion of Investor Relations at the address
listed above.

Web Site

The Company maintains an Internet
site af www.usec.com that contains a
substantial amount of information
about USEC and its activities, corpo-
rafe governance, news releases, and
financial information. Investors can
sign up for e-mail alerts for Company
news releases or SEC filings by visiting
the Investor Relations section and
clicking on “e-mail alerts.” There are
also links to our filings with the
Securities and Exchange Commission.
E-mail inquiries to USEC Inc. may be
addressed to: financial@usec.com.

Certifications

In April 2008, USEC submitted to the
New York Stock Exchange {NYSE} a
certification by our chief executive
officer that he was not aware of any
violation by the Company of NYSE
corporate governance listing standards.
Additionally, contained in Exhibits 31.1
and 31.2 of this annual report are our
CEO’s and CFO's certifications regard-
ing the quality of our public disclosure
under Section 302 of the Sarbanes-
Oxley Act of 2002.

Investor Relations

Security analysts and representatives
of financial institutions may contact:
Steven Wingfield, Director—Investor
Relations {301) 564-3354 or financial@
usec.com.

Stock Held in Brokerage
Account or “Street Name”
When you purchase stock and it is
held for you by your broker, it is listed
with the Company in the broker’s
name, or “street name.” Most USEC
Inc. common shares are held in street
name accounts and if you hold your
stock in street name, you receive all
correspondence, annual reports and
proxy materials through your broker.
Any questions you may have about
your shares should therefore be
directed to your broker.

Transfer Agent & Registrar
USEC Inc. shareholder records are
maintained by our transfer agent,
Computershare. Shareholders of record
with inquiries relating to stock records,
stock transfer, change of ownership,
change of address and consolidation
of accounts should contact:

Computershare Trust Company NLA.
P.O. Box 43078

Providence, Rl 02940-3078

Phone: (888) 485-2938

Internet: www.computershare.com

Overnight courier:
250 Royall Street
Canton, MA 02021

Independent Accountants
PricewaterhouseCoopers LLP
Mclean, Virginia



James R. Mellor®

Chairman of the Board,

USEC Inc.

Retired Chairman and

Chief Executive Officer,
General Dynamics Corporation

Dr. Michael H. Armacost™?
Walter H. Shorenstein
Distinguished Fellow and
Visiting Professor,

Stanford University

Dr. Joyce F. Brown®@?
President,

Fashion Institute of Technology
of the State University of

New York

Joseph T. Doyle!™?
Certified Public Accountant
and Consultant

H. William Habermeyer?®
Retired President and
Chief Executive Officer,
Progress Energy Florida

USEC Board of Directors

John R. Hall@3
Retired Chairman and
Chief Executive Officer,
Ashland, Inc.

Dr. William J. Madia®%®

Vice President,

Stanford University

Retired Executive Vice President,
Battelle Memorial Institute

W. Henson Moore!'®
Retired President and
Chief Executive Officer,
American Forest and Paper
Association

Joseph F. Paquette, Jr.™
Retired Chairman and
Chief Executive Officer,
PECO Energy Company

John K. Welch
President and

Chief Executive Officer,
USEC Inc.

COMMITTEES:

1. Audit and Finance

2. Compensation

3. Nominating and Governance

4. Regulatory and Government
Affairs

5. Technology and Competition

(Standing from left to right)

a

Henson Moore, William Habermeyer, John Welch, Joseph Paguette, Michael Armacost, Joseph Doyle.

(Seated from left)

William Madia, Joyce Brown, James Mellor and John Hall.
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A Global Energy Company sﬁ’cr/ SSing
. f;;g »3 )
USEC Inc. £ tigg
Two Democracy Center ”O‘l
6903 Rockledge Drive ~ 100" OC
Bethesda, Maryland 20817 : 09
March 19, 2009

Dear Shareholder:

You are cordially invited to attend our annual meeting of shareholders to be held on Thursday, April 30,
2009, at 10:00 a.m., Eastern Time, at the Bethesda Marriott Suites, 67 11 Democracy Boulevard Bethesda,
Maryland.

Matters scheduled for consideration at this meeting are (1) the election of ten directors, (2) the approval
of the proposed USEC Inc. 2009 Equity Incentive Plan, (3) the approval of the proposed USEC Inc. 2009
Employee Stock Purchase Plan, and (4) the ratification of the appointment of the Company’s independent
auditors. The meeting will also provxde an opportunity to review with you USEC’s business dunng the year
ended December 31, 2008.

Your vote is important no matter how many shares you own. We encourage you to vote your shares today.
You may vote by completing and returning the enclosed proxy card in the postage-paid envelope provided or
by using telephone or Internet voting systems. If you do attend the meeting and desire to vote in person, you
may do so even though you have previously submitted your proxy.

We appreciate your continued confidence in the Company and look forward to seeing you at the annual
meeting.
Sincerely,

el 2

James R. Mellor. John K. Welch
Chairman of the Board . President and Chief Executive Officer



Y USEC

A Global Energy Company

USEC Inc.

Two Democracy Center
6903 Rockledge Drive
Bethesda, Maryland 20817

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held April 30, 2009

The Annual Meeting of Shareholders of USEC Inc. will be held on Thursday, April 30, 2009, at
10:00 a.m., Eastern Time, at the Bethesda Marriott Suites, 6711 Democracy Boulevard, Bethesda, Maryland,
for the purpose of considering and voting upon:

1. The election of ten directors for a term of one year;
2. The approval of the proposed USEC Inc. 2009 Equity Incentive Plan;
3. The approval of the proposed USEC Inc. 2009 Employee Stock Purchase Plan;

4. The ratification of the appointment of PricewaterhouseCoopers LLP as USEC’s independent
auditors for 2009; and

5. Such other business as may properly come before the meeting or any adjournments thereof.

We are enclosing a copy of the Company’s Annual Report for the year ended December 31, 2008 with
this Notice and Proxy Statement.

The record date for determining shareholders entitled to notice of, and to vote at, the meeting was the
close of business on March 6, 2009. Please complete and return the enclosed proxy card in the postage-paid
envelope provided at your earliest convenience, or use telephone or Internet voting systems to vote your
shares.

By Order of the Board of Directors,

P B St

Peter B. Saba
Senior Vice President, General Counsel and Secretary

Bethesda, Maryland
March 19, 2009
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USEC Inc.
Two Democracy Center
6903 Rockledge Drive
Bethesda, Maryland 20817

Important Notice Regarding the Availability of Proxy Materials
for the Shareholder Meeting to Be Held on April 30, 2009

This proxy statement and our Annual Report for
the year ended December 31, 2008 are available at www.edocumentview.com/USU.

PROXY STATEMENT

We are providing these proxy materials in connection with the solicitation by the Board of Directors of
USEC Inc. of proxies to be voted at USEC Inc.’s (“USEC,” the “Company,” “we,” “us,” or “our”) 2009 Annual
Meeting of Shareholders. The meeting will be held at the Bethesda Marriott Suites, 6711 Democracy
Boulevard, Bethesda, Maryland, on April 30, 2009, beginning at 10:00 a.m., Eastern Time. The proxies also
may be voted at any adjournments or postponements of the meeting.

This Proxy Statement, proxy card and our Annual Report for the year ended December 31, 2008 are
being mailed starting March 20, 2009.

QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

Who may vote at the meeting?

The Board set March 6, 2009 as the record date for the meeting. If you were the owner of USEC Inc.
common stock at the close of business on March 6, 2009, you may vote at the meeting. You are entitled to
one vote for each share of common stock you held on the record date, including shares:

* held directly in your name with our transfer agent, Computershare Trust Company, N.A., as a
“shareholder of record;”

* held for you in an account with a broker, bank or other nominee (shares held in “street name” for a
“beneficial owner”); and

* held for you under a USEC employee stock ownership plan with our plan administrator, Computershare
Trust Company, N.A., or under the USEC 401(k) plan with our plan administrator, Fidelity (each a
“USEC stock ownership plan™).

How many shares must be present to hold the meeting?

A majority of USEC’s outstanding shares of common stock as of the record date, March 6, 2009, must be
present at the meeting in order to hold the meeting and conduct business. This is called a quorum. On the
record date, there were 111,348,742 shares of USEC common stock outstanding, each entitled to one vote.
Your shares are counted as present at the meeting if you:

* are present and vote in person at the meeting; or
* have properly submitted a proxy card or voting instructions prior to the meeting.

Abstentions and “broker non-votes” are counted as present and entitled to vote for purposes of
determining a quorum. A “broker non-vote” occurs when a bank, broker or nominee holding shares for a
beneficial owner does not vote on a particular matter because it does not have discretionary voting power for
that particular matter and has not received voting instructions from the beneficial owner. If you are a beneficial
owner, your bank, broker or other nominee is permitted to vote your shares on the election of directors and the
ratification of the appointment of PricewaterhouseCoopers LLP as our independent. auditors even if the
nominee does not receive voting instructions from you, as these matters are deemed to be routine in nature.
Your broker does not have discretionary voting power with respect to the proposal to approve the USEC Inc.



2009 Equity Incentive Plan or on the proposal to approve the USEC Inc. 2009 Employee Stock Purchase Plan,
as these matters are deemed to be non-routine.

How do I vote my shares?

You may vote using any of the following methods:

By Mail

If you are a shareholder of record or hold shares through a USEC stock ownership plan, be sure to
complete, sign and date the proxy card accompanying this Proxy Statement and return it in the prepaid
envelope. You should sign your name exactly as it appears on the proxy card. If you are signing in a
representative capacity (for example as guardian, executor, trustee, custodian, attorney or officer of a
corporation), you should indicate your name and title or capacity. If you are a shareholder of record and you
return your signed proxy card but do not indicate your voting preferences, the persons named as proxies in the
proxy card will vote the shares represented by that proxy as recommended by the Board of Directors.

If you are a beneficial owner whose shares are held of record by a bank, broker or other nominee, be sure
to complete, sign and return the voting instruction card received from your nominee.

By Telephone or on the Internet

The telephone and Internet voting procedures established by USEC for shareholders of record are
designed to authenticate your identity, allow you to give your voting instructions and confirm that those
instructions have been properly recorded.

You can vote by calling the toll-free telephone number on your proxy card and following the voice
prompts that you hear during the call. By following the voice prompts, you may vote your shares and confirm
that your instructions have been properly recorded. :

The website for Internet voting is www.envisionreports.com/USU. As with telephone Votlng, you can
confirm that your instructions have been properly recorded. '

Telephone and Internet voting facilities for shareholders of record will be available 24 hours a day.
Proxies submitted by telephone or the Internet must be received by 10: 00 a.m. Eastern Time on April 30,
20009.

The availability of telephone and Internet voting for beneficial owners will depend on the voting
processes of your broker, bank or other nominee. Therefore, we recommend that you follow the voting
instructions m the materials you receive.

If you vote by telephone or on the Internet, you should not separately return your proxy card or voting
instruction card.

In Person at the Annual Meeting

Even if you plan to attend the meeting, we -encourage you to vote by compléting, signing, dating, and
returning the enclosed proxy card or by voting using the Internet or telephone so your vote will be counted if
you later decide not to attend the meeting. If you decide to change your vote at the meeting, you may do so
by voting in person at the meeting. If you choose to vote at the Annual Meeting:

* If you are a shareholder of record, you may vote by the ballot prov1ded at the meetlng

. If you hold your shares in “street name,” you must obtain and bring with you to the Annual Meetmg a
legal proxy from your bank, broker, nominee or other holder of record in order to vote by ballot at the
meeting. : o



+ If you hold your shares through a USEC stock ownership plan, you cannot vote: in person at the Annual
Meeting. Please vote by signing and dating your proxy card and mailing it in the postage-paid envelope
provided or by using the Internet or telephone.

What are my Voting choices when voting for director nominees (Item 1) and what vote is needed to elect
directors?

In the vote on the election of ten directors to serve until the 2010 Annual Meeting of Shareholders,
shareholders may:

¢ vote “FOR” all nominees;
* “WITHHOLD” votes as to all nominees; or
* “WITHHOLD votes as to one or more specific nominees.

Directors will be elected by a plurahty of the votes cast. This means that the ten nominees who receive
the largest number of “FOR” votes cast will be elected as directors. If you “WITHHOLD” authority to vote
with respect to any director nominee, your shares will be counted for purposes of establishing a quorum, but
will have no effect on the election of that nominee.

The Board of Directors recommends that you vote “FOR” each of the director nominees.

What are my voting choices when voting on the proposal to approve the USEC Inc. 2009 Equity Incen-
tive Plan (Item 2) and what vote is needed for approval?

In the vote on the proposal to approve the USEC Inc. 2009 Equity Incentive Plan, shareholders may:
* vote “FOR” the proposed USEC Inc. 2009 Equity Incentive Plan;

 vote “AGAINST” the proposed USEC Inc. 2009 Equity Incentive Plan; or

* “ABSTAIN” from voting on the proposed USEC Inc. 2009 Equity Incentive Plan.

The approval of the proposed USEC Inc. 2009 Equity Incentive Plan requires the “FOR” vote of a
majority of the shares present in person or by proxy at the meeting and entitled to vote on that proposal;
provided that the total votes cast on the proposal represent more than 50% of USEC’s outstanding shares of
common stock as of the record date. Abstentions will have the same effect -as a vote “AGAINST” the approval
of the proposed USEC Inc. 2009 Equity Incentive Plan.

The Board of Directors recommends that you vote “FOR” the approval of the proposed USEC Inc. 2009
Equity Incentive Plan. .

What are my voting choices when voting on the proposal to app"rove the USEC Inc. 2009'Employee
Stock Purchase Plan (Item 3) and what vote is needed for approval?

In the vote on the proposal to approvenfhe USEC Inc. 2009 Employee Stock Purchase Plan, shareholders
may: )
* vote “FOR” the proposed USEC Inc. 2009‘ Employee Stock Purchase Plan;
" vote “AGAINST” the proposed USEC Inc. 2009 Employee Stock Purchase Plan; or
* “ABSTAIN” from voting on the proposed USEC Inc. 2009 Employee Stock Purchase Pla.n

The approval of the proposed USEC Inc. 2009 Employee Stock Purchase Plan requires the “FOR?” vote of
a majority of the shares present in person or by proxy at the meeting and entitled to vote on that proposal.
Abstentions will have the same effect as a vote “AGAINST” the approval of the proposed USEC Inc. 2009
Employee Stock Purchase Plan.

The Board of D]Iectors recommends that you vote “FOR” the approval of the proposed USEC Inc. 2009
Employee Stock Purchase Plan. ,



What are my voting choices when voting on the ratification of the appointment of PricewaterhouseCoop-
ers LLP as-the Company’s independent auditors (Item 4), and what vote is needed to ratify their
appointment? '

In the vote on the ratification of the appointment of PricewaterhouseCoopers LLP as our independent .
auditors for 2009, shareholders may:

* vote “FOR” the ratification;
* vote “AGAINST” the ratification; or
« “ABSTAIN” from voting on the ratification.

The ratification of the appointment of the independent auditors requires the “FOR” vote of a majority of
the shares present in person or by proxy at the meeting and entitled to vote on that proposal. Abstentions will
have the same effect as a vote “AGAINST” the ratification of the appointment of the independent auditors.

The Board of Directors recommends that you vote “FOR” the ratification of the appointment of
PricewaterhouseCoopers LLP as independent auditors.
What if I do not specify a choice for a matter when returning a proxy?

Shareholders should specify their choice for each matter on the enclosed proxy card. If you just sign and
submit your proxy card without marking your vote, your shares will be voted:

e Jtem 1: “FOR” each director nominee;
e Ttem 2: “FOR” the approval of the proposed USEC Inc. 2009 Equity Incentive Plan;
e Item 3: “FOR” the approval of the proposed USEC Inc. 2009 Employee Stock Purchase Plan; and
« Item 4: “FOR” the ratification of the appointment of PricewaterhouseCoopers LLP as USEC’s
independent auditors for 2009.
May I revoke my proxy and change my vote?
You may revoke your proxy at any time before it is voted at the meeting by:

+ submitting a properly executed proxy card with a later date, which proxy card is received prior to the
date of the Annual Meeting; ‘

o delivering to the Secretary of USEC, prior to the date of the Annual Meeting, a written notice of
revocation bearing a later date than the proxy; or

* voting in person at the Annual Meeting.

How are proxies solicited and what is the cost?

We have hired Morrow & Co., LLC, located at 470 West Avenue, Stamford, CT 06902, to assist us in
soliciting proxies from banks, brokers, and nominees and we will pay Morrow & Co., LLC a fee of
approximately $10,000, plus expenses, for these services. We will reimburse banks, brokerage houses, and
other institutions, custodians, nominees, and fiduciaries for reasonable expenses in forwarding proxy material
to their principals. '

Our directors, officers, and employees may also solicit proxies by mail, e-mail, telephone or personal
contact. They will not receive additional compensation for these activities.
What is householding?

If you and other residents at your mailing address own shares of USEC stock in “street name,” your
broker or bank or other nominee may have notified you that your household will receive only one annual
report, proxy statement and Notice of Internet Availability of Proxy Materials for each company in which you
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hold stock through that broker or bank or other nominee. This practice is known as “householding.” Unless
you responded that you did not want to participate in “householding,” you were deemed to have consented to
the process. Your broker or bank or other nominee will send one copy of our annual report, proxy statement
and Notice of Internet Availability of Proxy Materials to your address Each shareholder will continue to
receive a separate proxy card or voting instruction card.

If you would like to receive your own set of USEC’s future annual report, proxy statement and Notice of
Internet Availability of Proxy Materials or if you share an address with another USEC shareholder and
together both of you would like to receive only a single set of USEC annual disclosure documents, please
contact Broadridge Financial Solutions, Householding Department, 51 Mercedes Way, Edgewood, New York
11717 or call them at (800) 542-1061. Be sure to indicate your name, the name of your brokerage firm or
bank or other nominee, and your account number. Any revocation of your consent to householding will be
effective 30 days following its receipt.

If you did not receive an individual copy of this year’s proxy statement, our annual report, or the Notice
of Internet Availability of Proxy Materials, we will promptly send a copy to you if you address a written
request to USEC Inc., Two Democracy Center, 6903 Rockledge Drive, Bethesda, Maryland 20817, Attention:
Investor Relations or call (301) 564-3238.
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ITEM 1. ELECTION OF DIRECTORS

On the nomination of our Board of Directors, James R. Mellor, Michael H. Armacost, Joyce F. Brown,
Joseph T. Doyle, H. William Habermeyer, John R. Hall, William J. Madia, W. Henson Moore, Joseph F.
Paquette, Jr., and John K. Welch will stand for re-election at the meeting, each to hold office until the next
Annual Meeting of Shareholders and until his or her successor is elected and qualified. Each of the nominees
presently is a member of our Board. -

Unless otherwise directed, shares represented by proxies solicited on behalf of the Board of Directors will
be voted for the nominees listed below. All nominees have consented to serve if elected, but if any nominee
becomes unavailable to serve, the persons named as proxies may exercise their discretion to vote for a
substitute nominee.

The principal occupations of and certain other information about the nominees are set forth on the
following pages.

The Board recommends a vote FOR the election of these nominees as directors.

NOMINEES FOR DIRECTORS

James R. Mellor Director since 1998
Age 78

Mr. Mellor retired in 1997 as Chairman and Chief Executive Officer of General
Dynamics Corporation, a company engaged in shipbuilding and marine systems, land
and amphibious combat systems, information systems, and business aviation
businesses, a position he held since 1994. Prior to assuming that position, Mr. Mellor
was President and Chief Executive Officer from 1993 to 1994 and was previously
President and Chief Operating Officer of General Dynamics. Mr. Mellor served as
interim President and Chief Executive Officer of the Company from December 2004
to October 2005. Mr. Mellor also serves on the Board of Trustees of the Scripps
Research Institute and the Board of Directors of IDT Corporation.

Michael H. Armacost Director since 2002
Age 71

Mr. Armacost is a Walter H. Shorenstein distinguished fellow and visiting
professor in the Asia/Pacific Research Center at Stanford University. Mr. Armacost
served as President and a Trustee of The Brookings Institution from 1995 to 2002. He
served as Undersecretary of State for Political Affairs from 1984 to 1989, as U.S.
Ambassador to Japan from 1989 to 1993 and to the Philippines from 1982 to 1984.
Mr. Armacost also serves on the Board of Directors of AFLAC Inc.

Joyce F. Brown Director since 1998
Age 62

Dr. Brown is the President of the Fashion Institute of Technology of the State
University of New York, a position she has held since 1998. From 1994 to 1997,
Dr. Brown was a professor of clinical psychology at the City University of New York,
where she previously held several Vice Chancellor positions. From 1993 to 1994, she
served as the Deputy Mayor for Public and Community Affairs in the Office of the
Mayor of the City of New York. Dr. Brown also serves on the Board of Directors of
# Polo Ralph Lauren Corporation.




Joseph T. Doyle Director since 2006
Age 61

Mr. Doyle is a consultant to and a director of several for profit companies and
not for profit organizations. From July 2002 through March 2003, he served as Senior
Vice President and Chief Financial Officer of Foster Wheeler, Inc. Prior to joining
Foster Wheeler, Mr. Doyle was Executive Vice President and Chief Financial Officer
of U.S. Office Products from 1998 through 2001, Chief Financial Officer of
Westinghouse Electric Company’s Industrial Group from 1996 through 1998, and
Chief Financial Officer of Allison Engine Company (now Rolls Royce Allison) from
1994 through 1996.

H. William Habermeyer Director since 2008
Age 66

Mr. Habermeyer retired in 2006 as President and Chief Executive Officer of
Progress Energy Florida, a subsidiary of Progress Energy, Inc., a diversified energy
company. Mr. Habermeyer joined Progress Energy predecessor, Carolina: Power &
Light in 1993 and served as Vice President of Nuclear Services and Environmental
Support, Vice President of Nuclear Engineering, and Vice President of the Western
Region in North Carolina, before assuming the role of President and Chief Executive
Officer of Progress Energy Florida in 2000. Prior to that, Mr. Habermeyer had a 28-
year career in the U.S. Navy, retiring as a Rear Admiral. Mr. Habermeyer also serves
on the Board of Directors of Raymond James Financial, Inc. and Southern Company.

John R. Hall Director since 1998
Age 76

Mr. Hall retired in 1997 as Chairman of the Board of Directors of Ashland, Inc.,
a company engaged in specialty chemicals, lubricants, car-care products, chemical and
plastics distribution businesses, a position he held since 1981. Mr. Hall also-was Chief
Executive Officer of Ashland, Inc. from 1981 to 1996. Mr. Hall was Chairman of the
Board of Directors of Arch Coal, Inc. from 1997 to 1998, and a director until 1999.

William J. Madia Director since 2008
Age 61

Dr. Madia is a vice president at Stanford University responsible for oversight of
the SLAC National Accelerator Laboratory, a U.S. Department of Energy national
science lab. Dr. Madia retired in 2007 as Executive Vice President of Laboratory
Operations of the Battelle Memorial Institute, a non-profit independent research and
development organization, where he oversaw the management or co-management of
six Department of Energy National Laboratories. Dr. Madia served in that position
since 1999. In addition, he was President and CEO of UT-Battelle, LLC, he managed
Battelle’s global environmental business, served as president of Battelle Technology
International, director of Battelle’s Columbus Laboratories, and corporate vice
president and general manager of Battelle’s Project Management Division.




W. Henson Moore Director since 2001
Age 69

Mr. Moore was President and Chief Executive Officer of the American Forest and
Paper Association, the national trade association of the forest, paper and wood
products industry, from 1995 to 2006. He was also President of the International
Council of Forest Product Associations from 2002 to 2004. Mr. Moore was previously
Deputy Secretary of Energy from 1989 to 1992 and in 1992 became Deputy Chief of
Staff for President George Bush. From 1975 to 1987 he represented the Sixth
Congressional District of Louisiana in the U.S. House of Representatives. Mr. Moore
also serves on the Board of Directors of Domtar Corporation.

Joseph F. Paquette, Jr. Director since 2001
Age 74

Mr. Paquette retired in 1997 as Chairman and Chief Executive Officer of PECO
Energy Company, a company engaged in the production, purchase, transmission,
distribution, and sale of electricity and the distribution and sale of natural gas, a
position he held since 1988. Before that, Mr. Paquette held positions with Consumers
Power Company as President, and Senior Vice President and Chief Financial Officer,
and with Philadelphia Electric Company as Chief Financial Officer. Mr. Paquette also
serves on the Board of Directors of CMS Energy Corporation.

John K. Welch Director since 2005
Age 58

Mr. Welch has been President and Chief Executive Officer since October 2005.
Prior to joining USEC, he served as a consultant to several government and corporate
entities. He was Executive Vice President and Group Executive, Marine Systems at
General Dynamics Corporation from March 2002 to March 2003, and Senior Vice
President and Group Executive, Marine Systems from January 2000 to March 2002.
Prior to that, Mr. Welch held several executive positions over a ten-year period at
General Dynamic’s Electric Boat Corporation, including President from 1995 to 2000.
Mr. Welch currently serves on the Board of Directors of Battelle Memorial Institute,
the U.S. Naval Academy Foundation and Precision Custom Components Inc.




GOVERNANCE OF THE COMPANY

Governance Information

Our Governance Guidelines

The Board of Directors recognizes that good corporate governance is an important means of protecting

_ the interests of USEC’s shareholders, employees, customers, and the community. We have adopted Governance
Guidelines, which serve as principles addressing the role of the Board of Directors in the areas of fiduciary
oversight, independence, evaluation of the chief executive officer, and succession planning. The Governance
Guidelines also set standards relating to the composition and operation of the Board of Directors and its
committees, including standards relating to the selection and qualification of directors, evaluation of the Board
and its committees, and director education. The Governance Guidelines are administered by the Board’s
Nominating and Governance Committee, which regularly reviews director criteria and qualifications, and leads
the performance assessments of the Board and its Commiitees. The Board annually assesses the adequacy and
effectiveness of its Governance Guidelines. Copies of the current Governance Guidelines are available on our
website at www.usec.com or upon written request, addressed to the Secretary, USEC Inc. at Two Democracy
Center, 6903 Rockledge Drive, Bethesda, Maryland 20817.

Executive Sessions of Non-Management Directors

Our Governance Guidelines contemplate that non-management directors meet regularly in executive
session. During 2008, the non-management directors met without management at regularly scheduled executive
sessions, and Michael Armacost, Chairman of the Nominating and Governance Committee, presided at these
executive sessions.

Communications with the Board of Directors

The Board has an established process to receive communications from shareholders and other interested
parties. This process has been approved by a majority of the independent directors. Shareholders and other
interested parties may contact the Board, the presiding director for executive sessions of the non-management
directors, or the non-management directors as a group, by mail or electronically. To communicate with the
Board of Directors, the presiding director for executive sessions of the non-management directors, or the non-
management directors as a group, correspondence should be addressed to such recipient or recipients in care
of USEC’s Secretary at the following address: c/o Secretary, USEC Inc., Two Democracy Center, 6903
Rockledge Drive, Bethesda, Maryland 20817. ' -

To communicate electronically with the Board, the presiding director for executive sessions of the non-
management directors, or the non-management directors as a group, shareholders should go to our website at
www.usec.com. Under the Corporate Governance section, you will find a link to the e-mail address for writing
an electronic message to the Board, the presiding director for executive sessions of the non-management
directors, or the non-management directors as a group. '

Director Independence

The New York Stock Exchange (“NYSE”) listing standards require that the boards of listed companies
have a majority of independent directors and that audit, nominating and governance, and compensation
committee members must all be independent as affirmatively determined by the Board. At its February 2009
meeting, after reviewing the NYSE standards of independence, the Board of Directors affirmatively determined
that the folIowing seven directors were independent: Mr. Armacost, Dr. Brown, Mr. Doyle, Mr. Habermeyer,
M. Hall, Mr. Moore and Mr. Paquette. The basis for these determinations was that each of these seven
directors (other than Mr. Habermeyer) had no relationships with the Company other than being a director
and/or shareholder of the Company. The Board determined that Mr. Habermeyer had no material relationships
with the Company, taking into consideration his service on the board of directors of Southern Company, a

_ customer of USEC. All of the members of the Company’s Audit and Finance, Nominating and Governance,
and Compensation committees are independent.



Criteria for Board Membership

The Nominating and Governance Committee believes that the minimum qualifications for serving as a
director of the Company are that a nominee demonstrate, by significant accomplishment in his or her field, an
ability to make a meaningful contribution to the Board’s oversight of the business and affairs of the Company.
This assessment includes the consideration of each director’s, or each nominee’s, business background,
experience and capabilities complementary to other directors’ experience and capabilities, financial acumen,
experience. with government, willingness and ability to devote adequate time to the Company, integrity, and
any other factor deemed appropriate, all in the context of an assessment of the perceived needs of the Board at
that point in time. In addition, the Board considers the diversity of its members when considering a candidate.

The Nominating and Governance Committee identifies potential nominees by asking current directors to
notify the Committee if they become aware of persons meeting the criteria described above, who might be
available to serve on the Board. The Nominating and Governance Committee also, from time to time, may
engage firms that specialize in identifying director candidates. As described below, the Committee will also
consider candidates recommended by shareholders.

Once a person has been identified by the Nominating and Governance Committee as a potential
candidate, the Committee may collect and review publicly available information regarding the person to assess
whether the person should be considered further. If the Nominating and Governance Committee determines
that the candidate warrants further consideration, the Chairman or another member of the Committee contacts
the person. Generally, if the person expresses a willingness to be considered and to serve on the Board, the
Nominating and Governance Committee requests information from the candidate, reviews the person’s
accomplishments and qualifications, including in light of any other candidates that the Committee might be
considering, and conducts one or more interviews with the candidate. In certain instances, Committee members
may contact one or more references provided by the candidate or may contact other members of the business
community or other persons that may have greater first-hand knowledge of the candidate’s accomplishments.
The Committee’s evaluat1on process does not vary based on whether or not a candidate is recommended by a
shareholder. :

Director Nomihéﬁons by Shareholders

The Nominating and Governance Comrmttee will consider director candidates recommended by share-
holders. In considering candidates submitted by shareholders, the Nominating and Governance Committee will
take into consideration the needs of the Board and the qualifications of the candidate. To have a candidate
considered by the Nominating and Governance Committee, a shareholder must comply with notification
requirements in USEC’s bylaws. The bylaws require, among other things, that a shareholder must submit the
recommendation in writing and must include the following information:

* the name of the shareholder and evidence of the person’s ownership of Company stock, including the
number of shares owned and the length of time of ownership; and

* the name of the candidate, the candidate’s resume or a listing of his or her qualificatibns to be a
director of the Company and the person’s consent to be named as a director if selected by the
Nominating and Governance Committee and nominated by the Board.

Under our bylaws, a shareholder’s nomination for director must be delivered to the Company’s Secretary.
not less than 90 days nor more than 120 days prior to the anniversary date of the previous year’s annual
meeting, unless the date of the next annual meeting is more than 30 days before or more than 60 days after
such anniversary date, in which case notice must be received not later than the tenth day following the day on
which notice of the meeting is mailed or public disclosure of the date of the annual meeting is made.
Accordingly, shareholder nominations for director must be received by the Company between December 31,
2009 and January 30, 2010, in order to be considered timely,-unless the Company gives notice that the date of
the annual meeting is more than 30 days before, or more than 60 days after, April 30, 2010.
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Code of Business Conduct

USEC has a Code of Business Conduct, applicable to all of our directors, officers and employees, that
provides a summary of the standards of conduct that are at the foundation of our business operations. The
‘code of business conduct states that we conduct our business in strict compliance with all applicable laws and
addresses other important matters such as conflicts of interest and how violations of the code may be reported
and will be handled. Each director, officer and employee must read the code of business conduct and sign a
form stating that he or she has read, understands and agrees to comply with the code of business conduct. Our
Business Conduct Committee is responsible for monitoring performance under the code of business conduct
and for addressing any issues that arise with respect to the code. A copy of the code of business conduct is
available on our website at www.usec.com or upon written request, addressed to the Secretary, USEC Inc. at
Two Democracy Center, 6903 Rockledge Drive, Bethesda, Maryland 20817.

Transaétions with Related Persons

The Board has adopted a policy and procedures for review, approval or ratification of transactions
involving the Company and “related persons” (the Company’s directors and executive officers and shareholders
owning five percent or greater of the Company’s outstanding stock, or their immediate family members). The
policy covers any related person transaction that meets the minimum threshold for disclosure under the
relevant SEC rules or that is otherwise referred to the Board for review. This generally includes transactions
involving amounts exceeding $120,000 in which a related person has a direct or indirect material interest.
Under this policy, related person transactions must be approved by the Nominating and Governance
Committee, although the Chairman of the Board may direct that the full Board review specific transactions.
The transaction must be approved in advance whenever feasible and, if not feasible, must be ratified at the
Nominating and Governance Committee’s next meeting. In determining whether to approve or ratify a related
person transaction, the Nominating and Governance Committee will take into account all factors it deems
appropriate, including: whether the subject matter of the transaction is available from other non-affiliated
sources; whether the transaction is on terms no less favorable to the Company than terms generally available
from an unaffiliated third party; the extent of the. related person’s interest in the transaction; and whether the
transaction is in the best interests of the Company.

Management is responsible for the development and implementation of processes and controls to ensure
that related person transactions are identified and that disclosure is made as required by law. To that end,
currently we annually require each of our directors and executive officers: to complete a directors’ and officers’

" questionnaire that elicits - information  about related person transactions.

Corporate Governance Information

Shareholders will find information about our corporate governance practices on our website at
www.usec.com. Qur, website contains information about.-our Board of Directors, Board committees, current
copies of our bylaws and charter, committee charters, Code of Business Conduct and Governance Guidelines.
Shareholders may obtain, without charge, hard copies of the above documents by writing to the Secretary,
USEC: Inc at Two Democracy Center, 6903 Rockledge Drive, Bethesda, Maryland 20817.

Board and Commnttee Membership

Pursuant to the Delaware General Corporat10n Law, under which USEC is organized, our business,
property, and affairs are managed under the direction of our Board of Directors. Members of the Board are
kept informed of our business through discussions with the Chief Executive Officer and other officers, by
reviewing materials prepared for them by management, by participating in meetings of the Board and its
committees and by other means. .

It is the Board’s policy that all directors attend the annual meeting. We had ten directors at the time of
the 2008  Annual Meeting, all -of whom attended the 2008 Annual Meeting.
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During 2008, the Board of Directors held eight regular meetings and no special meetings. All directors
attended 75% or more of the Board of Directors” meetings and meetings of the committees on which they
served. The average attendance of all directors at all Board and committee meetings in 2008 was 95%.

During 2008, the Board had designated five committees, each identified in the table below.. All five
committees -are composed entirely of non-employee directors. The Board has adopted a written charter for
each of these committees. The full text of each charter is available on the Company’s website located at
WWW.USEC.COML.

The table below sets forth the membership of these committees as of March 6, 2009 and the number of

meetings held in 2008:

: ’ Regulatory and
Audit and Nominating and Government Technology and

Finance Compensation Governance Affairs Competition
Director Committee Committee Comnittee Committee Committee
James R.Mellor . . .............. X
Michael H. Armacost . . .......... X ' X*
Joyce F. Brown................. ' X X
Joseph T.Doyle . ............... X X
H. William Habermeyer . . . .. S X ' X
John R Hall. .. ....oovveernnnn. DG X
William J. Madia ............... . X X*
W. Henson Moore. .. ............ X : X*
Joseph E. Paquette, Jr. ....... . X ' X

Number of Meetings in 2008. . . . . .. 7 6 5 5 4

*  Chairman

The functions performed by our five standing committees are described below.

Audit and Finance Committee

The Audit and Finance Committee represents and assists the Board with the oversight of: the integrity of
the Company’s financial statements and internal controls, the Company’s compliance with legal and regulatory
requirements, the independent auditor’s qualifications and independence, the performance of the Company’s
internal audit function, and the performance of the independent auditors. In addition, the Committee is
responsible for appointing, overseeing and terminating the Company’s independent auditors, and reviewing the
Company’s accounting processes, financial controls, reporting systems, and the scope of the audits to be
conducted. The Committee is also responsible for advising the Board regarding significant financial matters.
The Committee meets regularly in executive session with the Company’s independent auditors and with the
Company’s internal auditors.

The Board has determined that each member of the Audit and Finance Committee is an “independent
director” in accordance with NYSE listing standards. Under the NYSE listing standards, all audit committee
members must be “financially literate,” as that term is determined by the Board in its business judgment.
Further, under the Securities and Exchange Commission’s (the “SEC”) rules, the Board must determine
whether at least one member of the audit committee is an “audit committee financial expert,” as defined by
the SEC’s rules. The Board has determined that all members of the Audit and Finance Committee are
“financially literate” and that Mr. Paquette and Mr. Doyle qualify as “audit committee financial experts.”

Compensation Committee

The Compensation Committee’s responsibilities include annually reviewing the performance of the Chief
Executive Officer and other senior management; overseeing and administering the Company’s executive
compensation program and advising and making recommendations to the Board with respect thereto; and
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reviewing, overseeing and evaluating overall compensation programs and policies for the Company and its
employees and making recommendations to the Board. The Compensation Committee is also responsible for
periodically reviewing compensation for non-employee directors and making recommendations to the Board.
The Compensation Committee also establishes annual performance objectives under the Company’s incentive
programs and oversees administration of employee benefit plans. Additional information on the processes and
procedures for consideration of executive and director compensation are addressed in the Compensation
Discussion and Analysis. '

The Board has determined that each member of the Compensation Committee is an “independent
director” in accordance with NYSE listing standards.

Nominating and Governance Committee

The functions of the Nominating and Governance Committee include the following: identifying and
recommending to the Board individuals qualified to serve as directors of the Company; recommending to the
Board directors to serve on committees of the Board; advising the Board with respect to matters of Board
composition and procedures; developing and recommending to the Board a set of corporate governance
principles applicable to the Company and overseeing corporate governance matters generally; and overseeing
the annual evaluations of the Chief Executive Officer, the Board and its committees. The Nominating and
Governance Committee will consider director candidates recommended by shareholders in accordance with the
procedures previously described under “Governance Information — Director Nominations by Shareholders.” In
addition, the Nominating and Governance Committee is responsible for reviewing the Company’s Code of
Business Conduct and overseeing the Company’s processes for monitoring compliance, and for reviewing and
approving all transactions between the Company and any related person under the Company’s related person
transaction policy previously described.

‘The Board has determined that each member of the Nominating and Governance Comumittee is an -
“independent director” in accordance with NYSE listing standards.

Regulatory and Government Affairs Committee

The Regulatory and Government Affairs Committee’s responsibilities include monitoring the Company’s
compliance with regulatory requirements, overseeing the Company’s initiatives with and involving various
agencies of the United States government and applicable State governments, and advising the Board on
regulatory and other governmental considerations in the Board’s deliberations and decision-making processes.

Technology and Competition Committee

The Technology and Competition Committee’s responsibilities include providing oversight and guidance
to management with respect to the Company’s technology initiatives, with a focus on the potential technolog-
ical advances and technological risk related to the Company’s centrifuge technology, informing the Board of
significant energy policy developments and developments in enrichment technology, monitoring competition
and market demand in the enrichment industry, monitoring the protection of the Company’s mtellectual
property and monitoring issues with respect to the Company’s information technology.

Compensation of Directors

Standard Non-Employee Director Compensation Arrangement

Annual compensation for non-employee directors covers service for the one-year term commencing at the
annual meeting. The compensation is unchanged for the 2009 — 2010 term. Mr. Welch, President and Chief
Executive Officer, did not receive separate compensation for his Board activities in 2008.

During the 2008 — 2009 term, non-employee directors received an annual retainer of $200,000, consisting
of $80,000 in cash and restricted stock units with a value of $120,000 under the USEC Inc. 1999 Equity
Incentive Plan. The restricted stock unit portion of the annual retainer was increased in 2008 for the
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2008-2009 term by $20,000 from $100,000. These restricted stock units will vest one year from the date of
grant, however, vesting is accelerated upon (1) the director attaining eligibility for retirement, (2) termination
of the director’s service by reason of death or disability, or (3) a change in control. No separate meeting fees
are paid. The chairman of the Audit and Finance Commnittee receives an annual chairman’s fee of $20,000 in
cash, the chairman of the Compensation Committee receives an annual chairman’s fee of $10,000 in cash, and
the chairman of each other committee receives:an annual chairman’s fee of $7,500 in cash. Directors have the
option to receive their cash fees in restricted stock units. A director who elects to receive their cash fees in
restricted stock units will receive an incentive payment of restricted stock units equal to 20% of the portion of
the cash fees that the director elects to take in restricted stock units in lieu of cash. These incentive restricted
stock units will vest in equal annual installments over three years from the date of grant, however, vesting is
accelerated upon (1) the director attaining eligibility for retirement, (2) termination of the director’s service by
reason of death or disability, or (3) a change in control. All fees are payable at the beginning of the term.
Settlement of restricted stock units granted to non-employee directors is made in shares of USEC stock upon
the director’s retirement or other.end of service. All non-employee directors are reimbursed for any reasonable
expenses incurred in connection with their duties as directors of the Company.

Director Deferred Compensation Plan

Directors also have the option to defer all or a portion of their cash fees into the USEC Inc. Director
Deferred Compensation Plan. This plan is intended to be a non-qualified deferred compensation plan that
complies with the regulations of Section 409A of the Internal Revenue Code of 1986, as amended. Participants
in the plan may defer up to a maximum of 100% and a minimum of 5% of cash director fees. A director may
receive a distribution from the plan upon a qualifying distribution event such as a separation from service,
disability, death, or in-service distribution, change in control or an unforeseeable emergency all as defined in
the plan. Distributions from the plan will be made in cash in a lump sum, annual installments, or a :
combination of both, in the manner elected by the director and provided for in the plan. During 2008, no -
directors participated in the plan.

Arrangement with James R. Mellor

James R. Mellor, Chairman of the Board, receives an annual chairman’s fee of $100,000.in cash in
connection with his duties as Chairman of the Board. This is in addition to the annual compensation payable
to all non-employee directors. In 2008, Mr. Mellor elected to receive all fees, including his annual chairman’s
fee, in restricted stock units in lieu of cash and was eligible to receive an incentive payment of restricted stock
units equal to 20% of the cash fees that he elected to take in restricted stock units in lieu of cash.

Director Stock Ownership Guidelines

" TIn order to more closely align directors’ interests with the interests. of shareholders, directors are required
to hold 25,000 shares of Company common stock. As an incentive to take more of their compensation in the
form of Company stock, directors are eligible to receive incentive restricted. stock units described above under -
“Standard Non-Employee Director Compensation Arrangement.”
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Director CompenSation in Fiscal Year 2008

Fees Earned or Stock

Name ’ Paid in Cash(1) Awards(2)(3) Total

James R.Mellor ..o, — $336,000  $336,000
Michael H. Armacost. . .. ..o oo $ 87,500 $120,000 $207,500
Joyce EBIown . ....ooiii i $ 80,000 $120,000 $200,000
Joseph T.Doyle. . ................. P — $216,000  $216,000
H. William Habermeyer. .. ....................... $ 96,658 $140,822 $237,480
JohnR. Hall ....... ... ... . . . . — $228,000 $228,000
William J. Madia. . ......... ... ... ... ... ... .. ... $105,719 $140,822 $246,541
W.Henson Moore . . .............ccivuveuninnnn. L. $ 87,500 $120,000 $207,500
Joseph F Paquette, Jr. .. ........... ... ... — $240,000  $240,000

(1) The amounts shown in the Fees Earned or Paid in Cash column include the following:

¢ Annual Retainers: Cash paid in 2008 to Mr. Armacost, Dr. Brown, Mr. Habermeyer, Dr. Madia, and
Mr. Moore for $80,000 cash portion of annual retainers for the 2008 — 2009 term. Mr. Mellor,
Mr. Doyle, Mr. Hall, and Mr. Paquette elected to take all fees in restricted stock units in lieu of cash as
shown in the Stock Awards column. Cash paid in 2008 to Mr. Habermeyer and Dr. Madia for $16,658
cash portion of pro-rated annual retainer for the 2007-2008 term. Mr. Habermeyer and Dr. Madia joined
" the Board in February 2008.

* Committee Chairman’s Fees: Cash paid in 2008 to Mr. Armacost, Dr. Madia and Mr. Moore for annual
committee chairman’s fees of $7,500 for the 2008 — 2009 term. Cash paid in 2008 to Dr. Madia for
$1,561 pro-rated committee chairman’s fee for the 2007-2008 term.

(2) The amounts shown in the Stock Awards column represents the compensation cost recognized by USEC in
2008 related to stock awards to directors, computed in accordance with Statement of Financial Accounting
Standards No. 123 — Revised 2004, “Share Based Payment” (SFAS No. 123(R)) and do not reflect
whether the director has actually realized a financial benefit from the award. For a discussion of valuation
assumptions, see Note 11 to our consolidated financial statements included in our annual report on
Form 10-K for the year ended December 31, 2008. In accordance with SEC rules, the amounts shown
exclude the impact of estimated forfeitures related to service-based vesting conditions.

Mr. Mellor, Mr. Doyle, Mr. Hall and Mr. Paquette elected to take all fees in restricted stock units in lieu
of cash and so amounts include $200,000 annual retainer for the 2008-2009 term, chairman fees, and
incentive restricted stock units. Amount for Mr. Armacost, Dr. Brown, Mr. Habermeyer, Dr. Madia and
Mr. Moore includes $120,000 annual retainer payable in restricted stock units. Amount for Mr. Habermeyer
and Dr. Madia includes $20,822 pro-rated annual retainer payable in restricted stock units for the
2007-2008 term. The amounts shown in the Stock Awards column for each of the non-employee directors
includes the following grants of restricted stock units, which have the following grant date fair value,
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calculated using the closing price of USEC’s common stock on the date of grant in accordance with
SFAS No. 123(R):

Number of

Restricted Grant Date

Name Grant Date Stock Units Fair Value
James R.Mellor .......... . i, 05/06/08 64,245 $336,000
Michael H. Armacost. . . ... oo i it it it i ieie i eae et 05/06/08 22,945 $120,000
Joyce EBrown . ... 05/06/08 22,945 $120,000
Joseph T.Doyle. ........ .o 05/06/08 41,300 $216,000
H. William Habermeyer. .. ......... ... ..., 02/08/08 2,666 $ 20,822
05/06/08 22,945 $120,000

JohnR. Hall ...... ... .. i 05/06/08 43,595 $228,000
WilliamJ. Madia......... .ot 02/08/08 2,666 $ 20,822
05/06/08 22,945 $120,000

W. Henson MOOTE . o o vt v i e et ittt et et e eeeean e 05/06/08 22,945 $120,000
Joseph F. Paquette, Jr. ......... ... .ot 05/06/08 45,889 $240,000

The aggregate number. of stock- awards, including shares of restricted stock and restricted stock units,
outstanding at December 31, 2008 for each of the non-employee directors are as follows:

Number of Shares of
Restricted Stock or

Name Restricted Stock Units
James R.Mellor .o oo v e e e e 262,793
Michael H. Armacost. . . .............. P 56,487
Joyce EBrown ......... .. .. i e e 75,681
Joseph T.DoYle. . ..o ot 52,806
H. William Habermeyer. . . . . .. .ottt i e e 25,611
JoomR.Hall ............. o e e 163,202
William J. Madia. . .. ... ... e 25,611
W HeENSOM MOOTE . . v o it et e ittt et et ettt ettt et e et 63,884
Joseph E.Paquette, JI. . .. ... i 106,601

(3) No stock option grants were made to directors in 2008 and all prior stock option grants to directors bad
been fully expensed prior to 2008. The following table shows the number of stock options held by each
non-employee director as of December 31, 2008, all of which are immediately exercisable:

Number of Securities

Underlying
Name Unexercised Options
James R. Mellor & . . oottt e e e et et e et e e e e 211,876
Michael H. ATNACOSE . . v ot ot et it ettt ettt e et ettt e et en s 16,750
JoyCe B BIOWI. . . oottt i 17,250
Joseph T.Doyle .. ..o e 1,227
John R Hall .. oo e e e e e e e e 47,222
W, HenSOM MOOTE . .« « « e e e e et e e e et e e e e ettt e e e e e 10,500
Joseph F. Paquette, JT. . ... ..o 17,250
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of March 6, 2009, the beneficial ownership of the Company’s common -
stock for the following persons: (a) all shareholders known by the Company to beneficially own more than 5%
of the common stock; (b) each of the Company’s directors; (c) the Company’s Chief Executive Officer, Chief
Financial Officer, and the three other most highly paid executive officers of the Company serving as executive
officers at December 31, 2008; and (d) all of the Company’s directors and executive officers as a group.
Unless otherwise indicated in the table, each person has the sole power to vote and dispose of the shares
reported as beneficially owned by such person. Certain information in the table is based on information
contained in filings made by the beneficial owner with the SEC.

Common Stock

Beneficially Owned(1)
Shares Owned = Percent of Class

Name of Beneficial Owner

FMR LLC () . . ittt ettt e e e e et et e e e e 12,701,820 8.0%
82 Devonshire Street :
Boston, Massachusetts 02109

Tradewinds Global Investors, LI.C(3) .................. e 12,018,278 10.8%
2049 Century Park East, 20th Floor ‘
Los Angeles, California 90067

Donald Smith & Co., InC.(4). . . ..ottt 11,108,700 10.0%
152 West 57th Street ,

New York, New York 10019 _ , :

SouthernSun Asset Management(S) ................................. 8,209,379 7.4%
600 Poplar Avenue, Suite 220 ‘

Memphis, Tennessee 38119

Dimensional Fund Advisors LP(6) .. ..............i . .. 7,367,590 6.6% -
6300 Bee Cave Road ' :

Austin, Texas 78746

Directors

Michael H. AIACOSE . . . . .\ e vt e e et e et et e e i et e 74,552(7) *

Joyce E Brown ........... R 69,934(7) *

Joseph T.Doyle . .......oviii 42,181(7) *

H. William Habermeyer . ............. ... . oo 35,611(7) *

JohnR. Hall.......... e O 212,424¢7) *

William J. Madia . ... ..o e 2,666(7) *

James R. Mellor. . ... .... O 475,669(7) *

W. Henson Moore . ........... E R e - 74,384(7) *

Joseph E. Paquette, Jr. ........... .. ... ... ..... e PR L 142,659(7) o*

Officers ’ ' k ' o

John K. Welch . ..................t. B 1,007,226(7) ®

John C. Barpoulis. . .................... e e e e 291,552(7) o

Philip G. Sewell. . ..ttt et i e 465,639(7) *

Robert Van Namen . . .. ... ...ttt it et i et e e 373,816(7) - *

W. Lance Wright . ... ... . . e 249,905(7) *

Directors and all executive officers as a group (21 persons) .. ............. 4,067,898(8) 3.6%

* Less than 1%

(1) For purposes of computing the percentage of outstanding shares beneficially owned by each person, the

number of shares owned by that person and the number of shares outstanding includes shares as to which
such person has a right to acquire beneficial ownership within 60 days (for example, through the exercise
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of stock options or conversion of securities), in accordance with Rule 13d-3(d)(1) under the Securities
Exchange Act of 1934, as amended.

According to the Schedule 13G/A filed with the SEC by FMR LLC and Edward C. Johnson 3d on
February 17, 2009, the beneficial owner of 11,524,135 shares of the Company’s common stock is Fidelity
Management & Research Company, a wholly owned subsidiary of FMR LLC, and the beneficial owner of
the remaining 1,177,685 shares is Pyramis Global Advisors, LLC, a wholly owned subsidiary of FMR
LLC. The Schedule 13G/A states that the number of shares of common stock owned by the investment
companies includes 2,482,435 shares of common stock resulting from the assumed conversion of
$29,680,000 principal amount of the Company’s 3% convertible senior notes due October 1, 2014

(83.64 shares of common stock for each $1,000 principal amount of notes), and so in calculating the per-
centage of the class owned by FMR LLC we have assumed the conversion of the entire $575,000,000 prin-
cipal amount of the Company’s 3% convertible senior notes. The predominant owners of Class B shares of
common stock of FMR LLC representing 49% of the voting power of FMR LLC are members of the
Edward C. Johnson 3d family. The Schedule 13G/A states that FMR LLC has sole voting power with
respect to 1,177,685 shares and sole dispositive power with respect to 12,701,820 shares. For additional
information on FMR LLC’s beneficial ownership please see the Schedule 13G/A.

The Schedule 13G/A filed on February 13, 2009 with the SEC by Tradewinds Global Investors, LL.C states
that it has sole power to vote 8,654,841 shares and sole power to dispose of 12,018,278 shares. Tradewinds
Global Investors, LLC states in its Schedule 13G/A that all securities reported therein are owned by its
clients.

The Schedule 13G filed on February 11, 2009 with the SEC by Donald Smith & Co., Inc. states that it has
sole power to vote 8,455,962 shares and sole power to dispose of 11,108,700 shares. Donald Smith & Co.,
Inc. states in its Schedule 13G that all securities reported therein are owned by its advisory clients, no one
of which, to its knowledge, owns more than 5% of the class of securities.

The Schedule 13G/A filed on January 12, 2009 with the SEC by Michael W. Cook Asset Management, -
Inc. d/b/a SouthernSun Asset Management states that it has the sole power to vote 7,531,819 shares and
the sole power to dispose of 8,209,379 shares.

The Schedule 13G/A filed on February 9, 2009 with the SEC by Dimensional Fund Advisors LP states
that it has sole power to vote 7,189,428 shares and sole power to dispose of 7,367,590 shares. Dimensional
Fund Advisors states in its Schedule 13G/A that all securities reported therein are owned by its funds, no
one of which, to its knowledge, owns more than 5% of the class of securities. In its Schedule 13G/A,
Dimensional Fund Advisors disclaims beneficial ownership of all such securities.

Includes shares subject to options granted pursuant to the USEC Inc. 1999 Equity Incentive Plan exercis-
able, as of March 6, 2009, or within 60 days from such date as follows: Mr. Armacost 16,750; Dr. Brown
17,250; Mr. Doyle 1,227; Mr. Hall 47,222; Mr. Mellor 211,876; Mr. Moore 10,500; Mr. Paquette 17,250;
Mr. Welch 347,563; Mr. Barpoulis 89,785; Mr. Sewell 280,606; Mr. Van Namen 160,830; and Mr. Wright
83,312. Also includes restricted stock units that can be converted into USEC common stock within 60 days
from March 6, 2009 as follows: Mr. Armacost 31,960; Dr. Brown 8,863; Mr. Doyle 10,954;

Mr. Habermeyer 25,611; Mr. Hall 64,356; Dr. Madia 2,666; Mr. Mellor 91,016; Mr. Moore 31,960; and
Mr. Paquette 52,172.

Includes 1,372,172 shares subject to options granted pursuant to the USEC Inc. 1999 Equity Incentive Plan
exercisable as of March 6, 2009, or within 60 days from such date. Includes 320,051 restricted stock units
that can be converted into USEC common stock within 60 days from March 6, 2009.
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires our executive officers, directors, and
persons who own more than 10% of our common stock to file reports of beneficial ownership and changes in
beneficial ownership with the SEC and to furnish us with copies of the reports. We received written
representations from each such person who did not file an annual report with the SEC on Form 5 that no
Form 5 was due. Based on our review of the reports and representations, except as follows, we believe that all
required Section 16(a) reports were timely filed in 2008: Stephen S. Greene and J. Tracy Mey, executive
officers, both filed an amended Form 4 on March 6, 2008 which corrected the number of shares of restricted
stock granted to them that was reported on their Form 4 filed on March 5, 2008. Joseph F. Paquette, Jr., a
director, filed an amended Form 4 on May 22, 2008 which included the late reporting of restricted stock units
which had been omitted from his Form 4 filed on May 7, 2008.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

The following discussion and analysis contains statements regarding future individual and company
performance targets and goals. These targets and goals are disclosed in the limited context of USEC’s
executive compensation programs and should not be understood to be statements of management’s expecta-
tions or estimates of financial results or other guidance. USEC specifically cautions investors not to apply
© these statements to other contexts. '

Executive Summary

USEC is a global energy company that currently operates the only uranium enrichment plant in the
United States. We are in the midst of a critical transition period for our enrichment business as we move from’
the older gaseous diffusion enrichment technology to the advanced technology of the American Centrifuge
through our deployment of the American Centrifuge Plant (“ACP”). The transition period has several
challenges and opportunities and during this period our ability to attract, motivate and retain employees and
executives with the requisite skills and experience to meet these challenges is essential to our success and to
the creation of long-term value for our shareholders. In recognition of this, in February 2008, the Compensa-
tion Committee determined to reposition overall total direct compensation for certain executives for 2008 to
approximately the 75th percentile of the market. This included an increase in base salary levels and annualized
target levels of restricted stock and nonqualified stock options for 2008. These changes are discussed more
fully below in “Elements of Executive Compensation — Total Direct Compensation.” However, in early 2009,
as part of the Company’s cash conservation efforts, steps were taken to limit executive compensation as more
fully described below.

USEC began 2008 with a business plan focused on retiring or mitigating a number of key risks that faced
the business and getting us to the next step with respect to the American Centrifuge program. At the beginning
of 2008, when the annual performance goals were set, the financial outlook for 2008 included projected net
income for the year in a range of $25 to $45 million, projected gross profit margin for 2008 of roughly 13%
to 14%, and projected cash flows used by operations for the year of $60 to $80 million. As reported in our
Annual Report on Form 10-K for the year ended December 31, 2008, we ended 2008 with net income of
approximately $49 million and a gross profit margin of 14.2%, which exceeded the high end of the range for
both items, notwithstanding greater than expected increases in costs of production that were seen in 2008.
Management was also successful in its efforts to control selling, general and administrative (SG&A) expense
at just below our initial forecast of $55 million. However, on the cash side, our business was severely impacted
by rising costs for electric power (which makes up 70-75% of our cost of production), which are largely

. outside of management’s control. We ended 2008 with cash flow used by operations of approximately
$105 million. This was unfavorable compared to our initial outlook and our annual incentive award target.
However, management initiated efforts in 2008 that although they had a negative impact on 2008 cash flow
were value-adding. For example, the Company’s early repurchase in 2008 of notes due in January 2009 had a
negative cash impact in 2008 but yielded net savings of approximately $2 million. As more fully described
below under “Elements of Executive Compensation — Annual Incentive,” adjustments were made in calculat-
ing cash flow for purposes of determining 2008 annual incentive awards in order not to penalize management
for these efforts.

USEC management also achieved a number of key business objectives in 2008, including (1) progress in
our efforts with respect to the centrifuge machine that we will deploy in the American Centrifuge Plant, with
the continued operation of prototype machines in our Lead Cascade test program, which has now operated for
more than 150,000 total machine hours; (2) transferring technology to our strategic suppliers to manufacture
components for our centrifuge machines; (3) selling output from the American Centrifuge Plant; (4) positioning
the Company to receive a loan guarantee from the U.S. Department of Energy (“DOE”) to fund the completion
of the ACP; (5) performing a comprehensive analysis of the activities, steps, processes, systems and
organization infrastructure needed during the period of transition through commercial deployment of the ACP;
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and (6) strengthening our core operations by producing the most enrichment at our Paducah gaseous diffusion
plant in 14 years while achieving one of their best safety records ever.

However, we ended 2008 with one important disappointment: the Bush administration’s Department of
Energy did not take action to select any advanced energy projects for funding under its Loan Guarantee
Program. That remains one of management’s top priorities as we enter 2009. The uncertainty surrounding
project funding forced us in early 2009 to begin taking steps to conserve cash and reduce the planned
escalation of American Centrifuge project construction and machine manufacturing activities until we gain
greater clarity on potential fundlng for the project through the DOE Loan Guarantee Program.

Settmg the “tone at the top, management began the cash conservation program with recommendmg to
the Compensation Committee a freeze in base salaries for senior officers, capping 2008 annual incentive
awards at the target level, and requiring that 50% (rather than 35%, or 0% for someone who had met their
stock ownership guidelines) of 2008 annual incentive awards for officers be taken in restricted stock instead of
cash. Mr. Welch, President and Chief Executive Officer, elected to take his entire 2008 annual incentive award
in restricted stock, as he has done now for three consecutive years. Director compensation for 2009-2010 was
also frozen at the 2008-2009 level (all non-employee directors already receive more than 50% of their
compensation in equity and have not received an increase in their cash compensation since 2007). The
Compensation Committee determined that these actions were appropriate in responding to the current business
circumstances while rewarding performance and recognizing the importance of retention of executives and
other key employees who are critical to the Company’s success. '

Taking into account the achievements of management and other key employees combined with the focus
on cash conservation discussed above; the five executives named in the Summary Compensation Table that
follows this discussion (whom we refer to as our “named executive officers”) were awarded annual incentive
awards that were just below target for 2008 and that were payable at least 50% in restricted stock (100% in
the case of Mr. Welch).

December 2008 marked the end of the three-year performance component of the Long-Term Incentive
Program described below under ‘“Long-Term Incentive Compensation — 2006 — 2008 Executive Incentive
Plan,” which covers the performance period March 1, 2006 through December 31, 2008. Despite the
significant achievements of management during the period and the continued progress on the American
Centrifuge project, the failure to fully achieve financial and economic performance targets related to the
American Centrifuge project that were set back in 2006 at an early stage in the project, coupled with declines
in the Company’s stock price, led to performance and payout well below target for the plan (56% of target
levels). In light of general economic and market conditions and the short-term uncertainty facing the Company
with respect to the financing of the American Centrifuge project, which impacts the project cost and schedule,
the Compensation Committee deterniined to postpone the implementation of a new three-year Executive '
Incentive Plan until at least 2010 and instead to replace the plan for 2009 with a one-year performance based
award that vests over three years, as discussed under “Long-Term Incentive Compensatlon — 2009 Perfor-
mance Plan.” : ‘

Looking- ahead, the Compehsation Committee is particularly focused on retention of key executives and
employees during this critical transition period while still maintaining a focus on pay-for-performance.

Compensatlon Phllosophy and ObJectlves

The Compensation Committee on behalf of the Board of D1rectors oversees an executive compensatlon
program designed: to enable USEC to attract highly talented individuals. This program reflects the Company’s
philosophy that the majority of an executive’s:compensation should be based on his or her overall contribution
to the success of the Company and the creation of long-term value for our shareholders. This. pay-for-
performance philosophy is the basis for the development of the Company’s executive compensation program.
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In keeping with this philosophy, the Compensation Committee has established the followmg objectives for the
Company’s executive compensation program:

o Compensation should be aligned with shareholders’ interests:  The program seeks to align the interests
of executives with the long-term interests of our shareholders by providing strong incentives to
maximize long-term value for our shareholders. Long-term stock ownership by our executives is
emphasized to provide ongoing alignment.

o Compensation should support our business strategy: Our compensation program is designed to
reinforce our underlying business strategy and objectives by rewarding successful execution of our
business plan, with performance goals tied to our business plan. Our success is heavily dependent on
our ability to attract and retain experienced executives who consistently deliver operational and
financial results.

* Compensation should reward performance:. A substantial portion of the total compensation opportu-
nity is variable and dependent upon the Company’s operating and financial performance.

« Compensation opportunities should be market competitive: To accomplish these guiding principles, it
is essential for the compensation and benefits programs to provide competitive compensation relative to
the labor markets for our executives while maintaining fiscal responsibility for our shareholders.

* Compensation and benefits programs should encourage long-term retention: Our compensation and
benefits programs, including our retirement plans are intended to encourage retention and reward
continuity of service, which is particularly important due to the unique skill sets of our executives.

The elements of direct compensation for the named executive officers are base salary, cash and restricted
stock awards under the Company’s annual incentive program, and long-term incentive awards. The long-term
awards include restricted stock, non-qualified stock options and a performance component. Named executive
officers are also eligible for other elements of indirect compensation, including retirement benefits. In setting
the terms of executive compensation, the Compensation Committee considers all elements of compensation,
both direct and indirect. In addition, the Compensation Committee has instituted stock ownership guidelines
for all executives providing an additional alignment between the interests of executives.and shareholders.

Director compensation is established by the Board upon the recommendation of the Compensation
Committee. In recommending director compensation, the Compensation Committee consults with Watson
Wyatt Worldwide (“Watson Wyatt”), an independent compensation consultant. Watson Wyatt utilizes compen-
sation information from a peer group of companies with board members with comparable experience to the
Company’s Board. Watson Wyatt’s role is more fully described under “Setting Executive Compensation.”

Role of Executive Officers in Compensation Decisions

The Compensation Committee believes that input from management provides useful information and
points of view to assist the Compensation Committee. The Chief Executive Officer and the Senior Vice ‘
President of Human Resources and Administration provide support to the Compensation Committee. The Chief
Executive Officer gives the Compensation Committee performance assessments and compensation recommen-
dations for each of the other named executive officers. Those recommendations are considered by the
Compensation Committee with the assistance of the compensation consultant. The Chief Executive Officer and
the Senior Vice President of Human Resources and Administration generally attend Compensation Committee
meetings but are not present for the executive sessions or for any discussion of their own compensation. The
Chief Financial Officer also attends Compensation Committee meetings as needed to report on financial items.
Each Compensation Committee meeting usually includes an executive session without members of manage-
ment present.
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Setting Executive Compensation

Based on the foregoing objectives, the Compensation Committee has structured the Company’s executive
compensation program to motivate executives to achieve the business goals set by the Company and to reward
executives for achieving these goals.

In furtherance of this, the Compensation Committee has retained the services of Watson Wyatt. Watson
Wyatt provides the Compensation Committee with independent compensation data, analysis and advice.
Watson Wyatt reports to the Compensation Committee and under the Compensation Committee’s charter, the
Compensation Committee has sole authority to retain and terminate the compensation consultant and to
approve the consultant’s fees and other retention terms. Watson Wyatt does not do any work for USEC other
than work performed for the Compensation Committee. Throughout 2008, Watson Wyatt worked closely with
the Compensation Committee and attended all Compensation Committee meetings. Examples of projects
assigned to Watson Wyatt included market studies of executive pay and of Board pay, development of a
revised peer group for executive compensation benchmarking, a review of the value of Company equity owned
by executives, a review of walk-away values as of year end, and a presentation on executive compensation

trends to the Board.

Watson Wyatt uses compensation information from (1) a “Peer Group” of companies in specific industries
in which we compete for executive talent, through a review of their proxy statements; and (2) general industry
companies with revenues comparable to USEC’s through the pooled survey data described below.

Currently, as the only uranium enrichment company in the United States, USEC does not have direct
publicly traded U.S. peers. Therefore, the Peer Group was selected by the Compensation Committee on the
recommendation of Watson Wyatt and includes energy/utility and processing-oriented companies similar in
size to the Company. The selected companies in the Peer Group are companies that fall within a reasonable
range of comparison factors such as revenue and market capitalization, and/or that we may compete with for
executive talent. The Peer Group was not picked on the basis of executive compensation levels. The Peer
Group during 2008 was comprised of the following 15 companies:

Hercules Inc

IPNM Resources Inc
[Westar Energy Inc
Arch Chemicals Inc
Oth Percentile

HPC

PNM
WR

ARJ

1,914
1,727
1,492

N/A
872
2492
649

2890

2800

4931
4931

__ INDL INORGANIC CHEMI

CHEMICALS & ALLIED PRODUCTS

2007 12/31/08
Ticker | Revenue Market Cap

Company Name Symbeol | ($MM) ($MM) SIC Code SIC Description
[Western Refining Inc WNR | 7,305 691 2911 PETROLEUM REFINING
Frontier Oil Corp FTO 5,270 1,913 2911 PETROLEUM REFINING
Holly Corp HOC 4,792 1,435 2911 PETROLEUM REFINING
IBemis Co Inc BMS 3,779 2,360 2670 CONVRT PAPR,PAPRBRD,EX BOXES
Cyte¢ Industries Inc CYT 3,640 1,000 2890 MISC CHEMICAL PRODUCTS
INSTAR NST 3,345 3,897 4911 ELECTRIC SERVICES
Georgia Gulf Corp GGC 3,157 86 2810 INDL INORGANIC CHEMICALS
IArch Coal Inc ACI 2,984 2,327 1220 BITUMINOUS COAL, LIGNITE MNG
FMC Corp FMC 2,633 3,311 2800 CHEMICALS & ALLIED PRODUCTS
Cabot Corp CBT 2,616 1,001 2890 MISC CHEMICAL PRODUCTS
Albemarle Corp ALB 2,336 2,034 2890 MISC CHEMICAL PRODUCTS

2,136 MISC CHEMICAL PRODUCTS

ELECTRIC & OTHER SERV COM
ELECTRIC & OTHER SERV COMB

During 2008, the Compensation Committee asked Watson Wyatt to conduct a review of its Peer Group in
light of potential changes in the types of companies we may be competing with for executive talent as we
focus on the deployment of the American Centrifuge project. Watson Wyatt worked with members of the
Compensation Committee to develop a new Peer Group of companies for purposes of evaluating executive
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compensation for 2009. In selecting companies for the Peer Group, consideration was given to several factors,
including industry relevance (focusing on specialty chemicals, aerospace and defense, construction and
engineering, utilities with nuclear operations, and other utilities), business operations and comparable size.
This new Peer Group includes the following nineteen companies, five of which were included in the 2008 Peer
Group (denoted by an asterisk): Albemarle Corp.*, Alliant Techsystems Inc., Arch Chemicals Inc.*, Arch Coal
Inc.*, Cameco Corp., CONSOL Energy Inc., Curtiss-Wright Corp., Cytec Industries Inc.*, Esterline Technol-
ogies Corp., FMC Corp.*, Goodrich Corp., Hexcel Corp., McDermott International Inc., OM Group, Orbital
Sciences Corp., Rockwell Collins Inc., Rockwood Holdings Inc., Shaw Group Inc., and Teledyne Technolo-
gies. The Peer Group is different from the peer group index utilized in the performance graph included in our
annual report on Form 10-K, which is more focused on companies with similar business attributes, primarily
utilities with nuclear péwer generation capabilities, but also including chemical processing companies and
aluminum companies (that are also large users of electric power).

Peer Group compensation data is limited to publicly available information and therefore does not provide
precise comparisons by position as offered by more comprehensive survey data. As a result, our Compensation
Committee uses Peer Group data on a limited basis to analyze the competitiveness of our target compensation
and our general compensation philosophy. '

Because the Peer Group data is limited, our Compensation Committee also used commercially available
survey data provided to it by Watson Wyatt to identify market-median and other market elements related to
our 2008 compensation program. This survey data included the 2008/2009 Watson Wyatt Data Services Top
Management Report, the 2008 Mercer Executive Compensation Survey, and a proprietary Watson Wyatt large
company compensation survey. This survey data includes pooled compensation data from many companies and
the findings are segregated by, for example, revenue level, number of employees, and industry. Using survey
cuts of durable goods manufacturing organizations and general manufacturing organizations with comparable
annual revenues, the Compensation Committee reviewed pooled compensation data for positions similar to
those held by each named executive officer. In the case of Messrs. Welch and Barpoulis, whose positions are
the most directly comparable with those in other companies, the Compensation Committee also used a survey
cut of metals and mining organizations with comparable annual revenues. The Compensation Cemmittee is not

“provided with the names of the companies making up these surveys and is only privy to the statistical
summaries provided in these surveys. : :

Based on the objectives outlined above, the Compensation Commitiee strives to set target opportunity
compensation levels to be comipetitive with the market in which the Company competes for executive talent.
Actual compensation may be above or below targets based on both the performance of the Company and of
the individual: Executives may realize compensation above target levels based on achieving outstanding
results. This approach is intended to ensure that there is a direct relationship between the Company’s overall
performance in the achievement of its financial, operational and strategic goals and each individual executive’s
total compensation. In making its decisions on an individual’s compensation, the Compensation Committee
considers the nature and scope of all elements of an executive’s total compensation package, the executive’s
responsibilities and his or her effectiveness in supporting Company performance.

The Compensation Committee sirives to align each component of the executive’s compensation as well as
the total compensation opportunity with the competitive market and the Company’s objectives. Generally, as
employees move to higher levels of responsibility with greater ability to influence the Company’s results, a

“greater proportion of pay will be “at risk” and dependent on Company performance. The Compensation
Committee’s goal is to strike the appropriate balance among base salary, annual, and long-term incentives, and
it may adjust the allocation of pay to best meet the Company’s objectives or maintain compensation equity
with the competitive market in which the Company competes for executive talent.
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Elements of Executive Compensation
TOTAL DIRECT COMPENSATION

For 2008, total direct compensation for the named executive officers consisted of three key elements: base
salary, performance-based annual incentive, and performance-based and time-based long-term incentive
compensation. The chart below shows the relative proportion of each program (based on target levels):

Information Related to the CEOQ
Base Salary: $900,000
Target Annual Incentive: $900,000 (1X or 100% of base salary)
Target Long-Term Incentive: $2,250,000 (2.5X or 250% of base salary)

Fixed vs. Variable Pay Short-Term vs. Long-Term Pay Cash vs. Equity-Based Pay
Fixed 22% Short-Term 44 % : Cash 37%
(Base Salary) (Salary + Annual Incentive Value) |(Salary + 65% of Annual Incentive
Value)
Variable 78 % Long-Term 56% Equity-Based 63%
(Annual + Long-Term Incentive (Long-Term Incentive Value) (35% of Annual Incentive Value +
Value) Long-Term Incentive Value)

Information Related to the Other Named Executive Officers
Base Salary: $370,000 — $470,000 (Range)
Target’ Annual Incentive: $259,000 — $329,000 (.7X or 70% of base salary)
Target Long-Term Incentive: $518,000 —— $846,000 (1.4X or 140% of base salary to 1.8X or 180% of base salary)

Fixed vs. Variable Pay Short-Term vs. Long-Term Pay Cash vs. Equity-Based Pay
Fixed 29-32% Short-Term 49-55% Cash 42-47%
(Base Salary) (Salary + Annual Incentive Value) [(Salary + 65% of Annual Incentive
‘ Value)
Variable 58-61% Long-Term 45-51% Equity-Based 53-58 %
(Annual + Long-Term Incentive (Long-Term Incentive Value) (35% of Annual Incentive Value +
Value) Long-Term Incentive Value)

Observations Regarding Mix of Total Direct Compensation

+ The value of long-term incentives is generally about double that of the annual incentive to weight an
executive’s compensation toward a focus on long-term rather than short-term goals.

e The amount of variable or “at-risk” compensation is higher for the Chief Executive Officer than the
other named executive officers in light of his greater responsibility and ability to influence the
Company’s results.

¢ Annual incentives are normally paid 65% in cash and 35% in restricted stock. If an executive has met
his or her stock ownership guidelines, the amount of restricted stock received may be less as they may
elect to receive a greater proportion of their annual incentive in cash. Alternatively, an executive may
elect to receive a greater proportion of his annual incentive in restricted stock in lieu of cash.

* For 2008, annual incentive awards were paid 50% in restricted stock (100% in the case of the CEO).
This had the effect of further reducing the amount of cash compensation.

Each year, using the resources and services of its compensation consultant, the Compensation Committee
evaluates compensation levels for each of the executive officers of the Company. In setting compensation for
2008, the Compensation Committee reviewed and considered total compensation for each named executive
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officer, including a review of tally sheets that provide the value of (1) historic and current elements of each
officer’s compensation (including savings plans, pension plans, health and welfare benefits and perquisites);
(2) stock, stock options and restricted stock units held by the executive at year-end in the Company’s incentive
and benefits plans; and (3) a review of compensation that would be paid upon termination of employment
under various scenarios.

Base Salary

The base salary element of compensation is intended to provide a stable annual salary at a level consistent
with individual contributions. The Compensation Committee recommends base salary levels for executive
officers to the Board of Directors for its approval. The Compensation Committee consults with the Chief
Executive Officer with respect to the recommended base salaries for the other officers.

USEC is engaged in a complicated, unique and technologically sophisticated business, whose success will
have a major impact on the nation’s energy, environmental and national security goals. The success of our
business depends on our ability to retain key executives, managers and other skilled personnel, some of whom
have been involved in the development of centrifuge technology since the early 1980s and whose experience is
virtually irreplaceable. In light of the unique qualifications and experience of our key executives and the
importance of retaining these executives during the Company’s critical transition period, following a review of
executive pay and consultation with its compensation consultant, in February 2008, the Compensation
Committee decided to reposition 2008 base salaries to approximately the 75th percentile of the market (from
within plus or minus 10% of the 50th percentile of the market for 2007), as determined using market data
provided to the Compensation Committee by Watson Wyatt, which includes a combination of commercially
available pooled survey data and Peer Group data. Watson Wyatt averages the data from the Peer Group with
the survey data to create the market data reviewed by the Compensation Committee. In setting individual base
salaries, consideration was given to (1) the performance of the Company; (2) the individual performance of
each executive; (3) the executive’s scope of responsibility in relation to other officers and key executives
within the Company; and (4) any retention issues. In evaluating performance, the Compensation Committee
considers the recommendations of the Chief Executive Officer with respect to the performance and contribu-
tion of individual named executive officers and also considers the performance measures under the Annual
Incentive Program. Base salaries are set at the beginning of the year at the same time that annual incentive
awards for the prior year are made under the Annual Incentive Program. : '

The following adjustments were made in 2008 to the base salaries for the named executive officers.
Following these adjustments, the base salaries of the named executive officers were between approximately
95% and 108% of the 75th percentile of the market as determined by the compensation consultant. The Chief
Executive Officer’s base salary was increased to approximately 100% of the 75th percentile of the market.

Name 2007 Salary Adjustment 2008 Salary
John K. Welch ....... ... i $830,000 $70,000 $900,000
John C.Barpoulis. . ......... ... . i $350,000 $50,000 $400,000
Philip G. Sewell . . ....... R S $425,000 $45,000 $470,000
Robert Van' Namen . . ... ..ot vttt een e eae e $371,000 $39,000 $410,000
W. Lance Wright . .. ................... Vi $320,000 $50,000 $370,000

Increases in base salaries have the effect of increasing other elements of total compensation, including
annual incentives, long-term incentives, and retirement benefits. In setting base salaries for the named
executive officers, the Compensation Committee considers the effects of such increases on other elements of
total compensation. ' :

As part of its previously described cash conservation efforts, the Compensation Committee froze the base
salaries for the named executive officers for 2009 at the 2008 level.
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Annual Incentive

The Company has established an Annual Incentive Program to reward the achievement of critical annual
financial and operational performance goals. Under the Annual Incentive Program, executive officers and
certain other key employees have the opportunity to earn an annual incentive based on the achievement of pre-
determined annual performance objectives. Executive officers may earn between 0% and 150% of their target
annual incentive based on a combination of Company financial and individual performance measures described
below. The Annual Incentive Program is a subset of the Company’s 1999 Equity Incentive Plan, a shareholder

approved plan.

Form.of Awards. Annual incentives are generally paid 65% in cash and 35% in restrlcted stock. As
discussed above, for 2008 awards paid in 2009, executives were requlred to take 50% of their annual incentive
award in restricted stock in order to conserve cash and Mr. Welch elected to take his entire annual incentive
award in restricted stock. The restricted stock portion of the award is granted seven days after the release of
the Company’s annual earnings and vests one year from the date of grant, subject to accelerated vesting in
certain circumstances. The number of shares of restricted stock to be issued is calculated based on the New
York Stock Exchange’s closing price of the Company’s common stock on the date of grant. The Compensation
Committee determined that including a restricted stock component in the annual incentive conserves cash,
provides the executive with an additional incentive to maintain shareholder value, further links Company
management and shareholders, promotes executive ownership and acts as a management retention vehicle.

Normally, if a named executive officer has met his stock ownership guidelines, he is viewed as having
already built a significant ownership stake in the Company and is entitled to receive all of his annual incentive
in cash. If instead he elects to receive any portion of his annual incentive in the form of restricted stock he
would receive an additional incentive payment (in the form of restricted stock that vests in equal annual
installments over three years from the date of grant) equal to 20% of the portion of the annual incentive that
he took in restricted stock in lieu of cash. For 2008, all of the named executive officers had satisfied their
stock ownership guidelines. Since the Compensation Committee -determined that the 20% additional restricted
stock incentive payment remained applicable on any amounts being taken in restricted stock that would have
been payable in.cash and since the named executive officers received 50%. (100% for Mr. Welch) of their
annual incentive in restricted stock, they also received additional restricted stock with a value equal to 10%
(20% for Mr. . Welch). of their annual incentive award. :

Target Levels. Target annual incentive levels are set by the Compensation Committee in consultation
with its compensation consultant. The Compensation Committee uses commercially available survey data
(previously described) and analysis by its compensation consultant to compare annual incentive payments to
the market. For 2008, target levels were set based on a percentage of the executive’s base salary, as follows:
Position s Target Level Rationale

CEO. ... " 100% ¢ Provides executives with the motivation' and
reward to perform at the highest level in
achieving critical annual financial and
operating objectives..

Other named executive officers . . .......... 70%

» Goal of targeting the named executive
officers’ base salary plus the annual
incentive to a competitive level.

Performance Measures. For 2008 annual incentive awards, our Compensation Committee set the
performance measures as described in the table below: .

Performance Measure Weight Rationale )
Corporate Quantitative Goals - 55% :
* Gross proﬁt margin percentage (30%) + Gross profit margin percentage is an 1mportant
measure of the Company’s opérational
profitability.
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Performance Measure

Weight

Key Performance Objectives
* Individual performance measures weighted

Actual Performance (95%) . . .

*

¢+ Cash flow from operations before American

Centrifuge expense, interest and taxes
(“Adjusted cash flow from operations”)
(25%)

American Centrifuge project (ACP) earned
value (35%) (measures project performance
quantitatively by comparing work completed
against work planned at a given date in the
project schedule)

Selling, general and administrative (SG&A)
expense, not including other compensation
and stock based compensation (“Adjusted
SG&A expense”) (10%)

between 10% and 35%

45%

Rationale

Adjusted cash flow from operations is a non-
GAAP measure of cash created by existing
operations with a slightly lower weighting due
to potential timing variances. ACP expense is
excluded because it is covered by the ACP
earned value metric. Interest and taxes are
excluded because most members of
management cannot influence these factors.

ACP earned value is an important non-GAAP
measure of management’s progress on the ACP
for capital invested, and is weighted most
heavily because of its strategic importance.

Adjusted SG&A expense is a non-GAAP
measure of controllable overhead expenses.
Other compensation and stock based
compensation are excluded because they can
be influenced by stock price volatility and
other subjective variables.

Based on the Company’s strategic initiatives
and operating plan. The weight of each of the
key performance objectives varied by
individual based on their areas of
responsibility.

Each corporate financial performance measure, or “corporate quantitative goal,” comprises threshold,
target and maximum performance levels, which, if achieved, results in payments of 0%, 100% and 150% of
that target financial performance measure component, respectively. Proportional payments are made for
achievement between threshold, target and maximum performance levels. If the threshold corporate financial
performance is not achieved, no amount is paid for that financial performance measure component. The
threshold levels were set based on the Company’s budget for 2008 and the target and maximum levels were
set based on stretch targets taking into account potential opportunities for management to effect positive
impacts and were not designed to encourage or reward the taking of excessive or unnecessary risk. The table
below describes the corporate quantitative goal target and achievement levels for 2008. ’

Gross Profit

Adjusted Cash

Margin Flow from ACP Earned Adjusted SG&A
Level Percentage (30%) Operations (25%) Value (35%) Expense (10%)
Maximum (150%) .......... 15.5% $220 million 1.5 $36 million
Target (100%) . ............ 14.0% $140 million 1.0 $43 million
" Threshold (0%) ............ 11.5% $25 million 0.5 $50 million

14.2% (102%) $98 million* (81%) 0.97 (97%) $42.6 million (101%)

The Annual Incentive Program permits the Compensation Committee to adjust performance based criteria
or awards in recognition of unusual or non-recurring events affecting the Company. Adjustments to Cash

Flow from Operations totaling $45.9 million were made for net interest savings and bond discount on the
early repurchase in 2008 of notes due in January 2009, power cost credits received in early 2009 for 2008

payments, and prepaid taxes.

For 2008, the Compensation Committee set specific individual performance measures for our Chief
Executive Officer and adopted specific individual performance measures recommended by the Chief Executive
Officer for our remaining named executive officers (which flow down from the key performance objectives
established for the Chief Executive Officer). The 2008 key performance objectives for the Chief Executive
Officer and the other named executive officers included objectives aimed at the following five objectives. As
detailed in the table below, the 2008 key performance objectives were all designed to achieve the Company’s
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strategic business plan and accordingly were designed to be achievable and not to encourage or reward
excessive or unnecessary risk, but to require a substantial effort and initiative on the part of the individual
named executive officers.

Key Performance Objective

Strengthen near-term performance of the business
through efforts to control costs and increase
revenues.

Meet critical design, performance and deployment
objectives relating to the Company’s American
Centrifuge Plant.

Perform a comprehensive analysis of the activities,
steps, processes, systems and organization
infrastructure needed during the period of transition
through commercial deployment of the American
Centrifuge Plant, including optimal use of the

Paducah gaseous diffusion plant, Russian purchases -

and inventory.

Refine, document and begin implementation of a
centrifuge production-based business model,
focusing on long-term enrichment contracts with
customers and management’s capital structure
goals. Take steps to improve the Company’s long-
term credit profile in advance of issuing debt.

Maintain a stable supply under the Russian highly
enriched uranium contract and appropriate
restrictions on imports of low enriched uranium into
the U.S. market. :

Difficulty

Achievement of initiatives relating to expanding
revenue generation and controlling costs involve
substantial effort and initiative, including efforts
with respect to contracting, managing electric
power costs, and improving plant operations.

The American Centrifuge project is a unique
project and the Company’s deployment schedule
and objectives are ambitious; therefore achievement
of this objective is subject to a number of
uncertainties and involves substantial effort-and
initiative.

Due to the number of risks and uncertainties facing
the Company, implémentation of a smooth

. transition plan involves a great deal of strategic

planning and substantial effort and initiative.

This includes contracting for output from the
American Centrifuge Plant and securing the. .
significant amount of capital needed to complete
construction of the American Centrifuge Plant, both
of which are challenging because of the

‘uncertainties relating to the American Cenirifuge

Plant; therefore achievement of this objective
involves substantial effort and initiatjve.

USEC purchases low enriched uranium from
dismantled Soviet nuclear weapons under the
Megatons to Megawatts nonproliferation program
with Russia, which is a unique program. In
addition, Russia has the largest nuclear fuel
industry in the world and is aggressively seeking to
expand its share of the world market, in particular
the United States. Therefore, this objective is
subject to a number of uncertainties and involves
substantial effort and initiative. ‘

For individual named executive officers (other than the Chief Executive Officer), their particular
objectives were a more detailed subset of these five objectives with a focus on such named executive officer’s
functional area. For example, Mr. Barpoulis® specific objectives as Chief Financial Officer generally related to
financial and accounting matters; Mr. Sewell’s specific objectives as Senior Vice President, American
Centrifuge and Russian HEU generally related to American Centrifuge and Russian HEU program manage-
ment matters; Mr. Van Namen’s specific objectives as Senior Vice President, Uranium Enrichment generally
related to uranium enrichment operations and marketing and sales matters; and Mr. Wright’s specific objectives
as Senior Vice President, Human Resources and Administration generally related to functions providing
centralized IT, human resources and security support to. the Company. There are no individual performance
factors in.addition to, and separate from, the five factors listed in the table above and each of the named
executive officers” key performance objectives were designed to be difficult to achieve and to challenge the
executive as set forth in the table above.



The Compensation Committee reviews.and approves the achievement level and incentive payment for
each named executive officer under the Annual Incentive Program. The achievement levels and incentive
payment percentages approved by the Compensation Committee for the named executive officers for 2008 are
summarized in the table below:

Key Performance Corporate Annual Incentive

Objective Quantitative Goals Award (as a

Achievement Level Achievement Level percentage of
Name ) ; (45%) (55%) target)
JoomK. Welch.................... ... 99% 95% 97%
John C. Barpoulis ..... P 103% 95% - 99%
PhilipG. Sewell . .................... 103% 95% 99%
Robert Van Namen ................... 100% 95% 7%
W. Lance Wright. . . ........... ... ... 100% 95% 97%

Long-Term Incentive Compensation .

]

The Compensation Committee is committed to long-term equity incentive programs for executives that
promote the long-term growth and success of the Company. The long-term incentive compensation is designed
to ensure that the executive decision-making process maintains a balanced focus on both immediate measures
of success and on the effective growth and development of the business three to five years in the future. The
Long-Term Incentive Program under the shareholder-approved 1999 Equity Incentive Plan permits the
Compensation Committee to grant a variety of stock-based awards, including restricted stock, stock options
and restricted stock units (RSUs).

Long-term incentives are designed to more closely align executive officers’ and other employees’ interests
with those of the shareholders and are a key element and significant component of market-competitive total
compensation. The Long-Term Incentive Program is designed to make annual grants of restricted stock and
non-qualified stock options with vesting periods of three years to executive officers and other program
participants. The Long-Term Incentive Program for 2008 also includes a three-year performance component.
In consultation with its compensation consultant, the Compensation Committee established stock option and
restricted stock award levels that are designed to provide the executive with total direct compensation (base
salary, annual incentives and long-term incentives) at a competitive level.

'Annualized target award levels for named executive officers under the Long-Term Incentive Program for
2008 ranged from 140% to 250% of base salary depending on the executive’s position, and were comprised of
the following (as more fully described below):

Percentage of Annualized Long-Term Incentive Value

Annualized Target

Long-Term Incentive Value Restricted Stock Stock Option Executive
Position (as a Multiple of Base Salary) Awards Awards Incentive Plan
CEO........ ..ot 2.5X : 30% 30% 40%
Other named executive officers . . 14X to 1.8X .29% to 33% 29% to 33%  33% to 43%

As previously described, in light of the unique qualifications and experience of our key executives and
the importance of retaining these executives during the Company’s critical transition period, the Compensation
Committee determined during 2008 to make certain changes to the Company’s compensation program. The-
Compensation Committee determined to reposition overall total direct compensation for the named executive
officers and certain other executives to approximately the 75th percentile of the market, as determined using
market data provided to the Compensation Committee by Watson Wyatt. Accordingly, adjustments were made
to the annualized target levels of restricted stock and nonqualified stock options granted to the named
executive officers. These changes are described below.
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Restricted Stock Awards. Named executive officers (and other program participants) receive an annual
grant of restricted stock as a part of their long-term incentive. The value of the grant is equal to a percentage
of the named executive officer’s base salary as follows:

2007 Target % 2008 Target % .

Name (of base salary) (of base salary)
John K. Welch. .. ..o e 50% 75%
John C.Barpoulis . ... .ccve vt 35% 60%
Philip G. Sewell. ... ... P 35% 60%
Robert Van Namen ............. e e 35% 60%
W, Lance WEEDE . . o o v vveeeeee e e e e e 5% 0 40%

These shares are granted by the Compensation Committee at fair market value on the date of grant and
vest ratably over three years, subject to accelerated vesting under certain circumstances. This grant of
restricted stock has no performance component associated with it. It is a time-based award designed as a
retention-based component in achieving market-based total direct compensation for the executive. It is also
designed to help increase share ownership by the executive officers. It is the Compensation Committee’s belief
that stock awards combined with the Company’s requirement for executive officers to hold significant levels of
Company stock provide a direct incentive to achieve the longer-term performance goals for the Company.

Stock Option Awards. Named executive officers (and certain other program partic_ipants) also receive an
annual grant of non-qualified stock options. The value of the grant is equal to a percentage of the named

executive officers’ base salary as follows:
2007 Target % 2008 Target %

Name (of base salary) (of base salary)
John K. Welch......... e 50% 75%
John C. Barpoulis . . ... s e e 35% 60%
Philip G. Sewell. . .......: P 35% 60%
Robert Van Namen .......... ... ... . . i, 35% 60%
W. Lance Wright . ... ...... e 35% 40%

Stock options are valued using the Black-Scholes methodology and are calculated with the assistance of the
compensation consultant. It is the Company’s policy that stock option grants dre made sevén days after the
release of the Company’s annual earnings and are awarded at the New York Stock Exchange’s closing price of
the Company’s common stock on the date of grant. Stock option grants vest ratably over three years and expire
five years after grant, subject to accelerated vesting under certain circumstances. Each named executive officer’s
2008 grant of stock options is detailed on the Grants of Plan-Based Awards in Fiscal Year 2008 table. While a
number of organizations have recently ehmmated or significantly reduced stock option grants to executives, the
Compensation Committee believes that, stock options are a highly effective way to focus executives on ensuring
the long-term performance -of the Company In addition, the Compensation Committee believes they are a highly
effective tool in aligning the. interests of the executive officers and shareholders toward sustained, long-term
stock performance. Consequently, they remain a mgmﬁcant component of the incentive m1x

2006 - 2008 Executive Incentive Plan. Tn April 2006, the Compensation Committee approved a three-year
performance component of the Company’s long-term incentive program (the “2006 ~ 2008 Executive Incentive
Plan”) under the USEC Inc. 1999 Equity Incentive Plan, effective March 1, 2006. Each of the named executive
officers participated in the 2006 — 2008 Executive Incentive Plan. The Compensation Committee, in consultation
with its-compensation consultant, identified the need for a focused long-term program with measurable performance
goals. The 2006 — 2008 Executive Incentive Plan was designed to focus rewards on a limited number of highly
important objective targets that if completed would s1gmﬁcantly add to the long-term value of the business.

The 2006 — 2008 Executive Incentive Plan was an objective, performance-based program which rewarded
part101pants for successful performance against financial and business strategy-based targets over a three-year
period. The performance period ran from March 1, 2006 through December 31, 2008 (this reflected a
shortened performance period due to implementation in the first quarter of 2006). Under the 2006 — 2008
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Executive Incentive Plan, the Company’s named executive officers were awarded the right to earn shares of
the Company’s common stock (or an equivalent amount of cash or restricted stock units settleable for cash).

Each participant’s target award was based on an annual percentage of his base salary at the start of the
performance period as follows:

Value of Target Award
(based on a 3-year

Annualized Value performance period,
Name (as a % of base salary) as a % of base salary)
CEO. ... 100% 300%
Other named executive officers . . ... .............. 60% 180%

For this three-year period, the annual target percentages were set based on the degree to which an individual’s
efforts influence the Company’s long-term performance. In setting the award levels for the 2006 — 2008 Executive
Incentive Plan, the Compensation Committee worked closely with its compensation consultant. The consultant
analyzed the three-year award opportunity both as a stand-alone award and as a part of the executive officers’
overall total compensation. Using both commercially available survey data and Peer Group data (as previously
discussed), the Compensation Committee determined that these award levels were consistent with the market for
similar-sized companies and that executive officers were receiving market competitive total compensation.

December 2008 marked the end of the three-year performance period March 1, 2006 through
December 31, 2008. Actual payouts of the awards were determined based on performance against pre-
determined performance goals, described below. Participants were eligible to receive from 80% (threshold) to
120% (maximum) of their target award for each goal based on performance, with performance below the 80%
(threshold) level resulting in no award for a goal.

Performance Goal Weight  Measure/Difficulty
1. Gross profit for 2008 as measured against 30% Threshold: Internal target minus $13 million
internal targets Target: Specified internal target (in $ millions)

Maximum: Internal target plus at least $35 million
The Compensation Committee believed that these
internal gross profit targets were achievable yet
required considerable effort and innovation on the
part of the executive management team

~ Actual Perfommnce. ' __$228. million, Capped at Maximum a20%)

2. USEC’s total shareholder return (TSR) for - 20% Threshold: USEC TSR between the 45th and 54th
the period as measured against the S&P 500 percentile of the S&P 500
total shareholder return (without dividends) " Target: USEC TSR between the 55th and 64th

perceatile of the S&P 500
Maximum: USEC TSR at the 65th percentile or -
) - greater of the S&P 500
Actual Performance: | s4497hare, Below Threshold (0%)
3. Two business performance targets 50% Related to achieving USEC’s internal goals relatlng
to the American Centrifuge program

* 3a. Achieving a specified economic Threshold: Performance level is within minus 10%
performance of the centrifuge machine of specified performance level ,
(50%) - Target: Specified performance level* is ach1eved

Maximum: Performance level is 10%. or more :

above specified performance level

*The specified performance level is elassified for
_purposes of national secunty o

Actual Performance: ., | Below Threshold (0%) . 0
* 3b. Completion of a fmancmg plan for Achievable yet requires con81derab1e effort and
the Company’s American Centrifuge innovation on the part of the executive management
plant (50%)
_ Actual Performance:
Tatal Achievement: 56
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Each named executive officer’s payout is included in the Summary Compensation Table under Non-
Equity Incentive Plan Compensation.

2009 Performance Plan. In light of general economic and market conditions and the short-term
uncertainty facing the Company with respect to the financing of the American Centrifuge project, which
impacts the project cost and schedule, in 2009, the Compensation Committee determined to postpone the
implementation of a new three-year Executive Incentive Plan until at least 2010 and instead to replace the
Executive Incentive Plan for 2009 with a one-year performance based award that vests over three years (the
“2009 Performance Plan”). Under the 2009 Performance Plan, executives are awarded the right to earn shares
of restricted stock of the Company that vest ratably over three years from March 4, 2009. Target awards for
the named executive officers are based on a percentage of the executive’s base salary as follows: CEO: 100%;
other named executive officers: 60%. This amount is. equal to the annualized value of the 2006 — 2008
Executive Incentive Plan that it is replacing. The target number of shares of restricted stock was calculated .
based on the Company’s stock price on March 4, 2009 (seven days after the release of earnings for the year
ended December 31, 2008). :

Actual awards, if any, will be determined by performance of the Company during the period January 1,
2009 through December 31, 2009 against a pre-determined performance goal relating to ensuring sufficient
liquidity for ongoing Company operations and attracting capital to support the financing of the Company’s
American Centrifuge Plant. Awards will be granted following the completion of the performance period.

Participants may receive from 80% (threshold) to 120% (maximum) of their target award based on
performance, with performance below 80% (threshold) level resulting in no award. If, prior to the grant of an
award with respect to the performance period: (1) there is a change in control of the Company and a
participant’s employment is terminated by the Company other than for cause (or by the participant for good
reason), fully vested awards will be made at target regardless of performance; (2) a participant leaves the
Company due to retirement or termination other than for cause, fully vested pro rated awards will be made in
accordance with performance at the end of the performance period; and (3) a participant leaves the Company
due to death or disability, fully vested pro rated awards will be made at target regardless of performance.
Performance must be approved by the Compensation Committee prior to any award being made.

The Compensation Committee believes that placing a significant portion of executive officer compensa-
tion opportunity in equity sends a clear message that a primary role of the executive officer is in building the
long-term value of the Company, and that his own long-term wealth is tied to the long-term success of the
Company.

INDIRECT COMPENSATION
Retirement Plans

The Company provides its executive officers with benefits that are described below and that are intended
to be a part of a competitive compensation package that provides health, welfare and retirement programs
comparable to those provided to employees and executives at other companies in similar industries. All
employees of USEC Inc., including the named executive officers, are eligible to participate in the USEC
Savings Program. In addition, all employees of USEC Inc. other than certain American Centrifuge employees
and any non-union employees hired on or after September 1, 2008 are eligible to participate in the Employees’
Retirement Plan of USEC Inc.

In addition, named executive officers and other executives designated by the Company are entitled to
participate in the USEC Inc. Executive Deferred Compensation Plan and the Pension Restoration Plan. Each
of the named executive officers also participates in a supplemental executive retirement plan. The benefit plan
descriptions here and in the Pension Benefits in Fiscal Year 2008 table prov1de an explanation of the major
features of these benefit plans.

Savings Plans. Named executive officers have the opportunity to participate in two defined contribution
savings plans: The USEC Savings Program and the USEC Inc. Executive Deferred Compensation Plan.
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The USEC Savings Program is a tax-qualified broad-based 401(k) employee savings plan. USEC Inc.
employees, including the named executive officers, are able to contribute the lesser of up to 50% of their
annual base salary or dollar limits established annually by the Internal Revenue Service (“IRS”). The Company
will match 100% of the first 3% of pay that is contributed to the USEC Savings Program and 50% on the next
2% of pay contributed. Employee contributions are fully vested upon contribution and Company match
contributions vest 50% after two years of service and 100% after three years of service. Those USEC Inc.
employees who are not eligible to participate in the Employees’ Retirement Plan of USEC Inc. are provided
an enhanced employer matching contribution under the USEC Savings Program.

In addition to the USEC Savings Program, during 2008, executives designated by the Company, including
the named executive officers, could participate in the USEC Inc. Executive Deferred Compensation Plan (the
“Deferred Compensation Plan”). Mr. Welch, Mr. Van Namen, and Mr. Wright participated in the Deferred
Compensation Plan in 2008. The Deferred Compensation Plan is intended to be a non-qualified deferred
compensation plan that complies with the regulations of Section 409A of the Internal Revenue Code of 1986,
as amended. The Deferred Compensation Plan replaced the USEC Inc. 401(k) Restoration Plan, effective
January 1, 2008. Account balances under the 401(k) Restoration Plan were transferred to the Deferred
Compensation Plan. Participation in the Deferred Compensation Plan is not limited to the Company’s officers
but also includes a select group of management and highly compensated employees. Participants in the
Deferred Compensation Plan may defer up to a maximum of 90% and a minimum of 5% of base salary and a
maximum of 100% and a minimum of 5% of cash bonus amounts received through the Company’s incentive
compensation programs. The Company matches participant contributions under the Deferred Compensation
Plan at the rate that would apply if they had been contributed to the USEC Savings Program without regard
for any statutory limitations, reduced by amounts contributed to the USEC Savings Program. A participant
may receive a distribution from the Deferred Compensation Plan upon a qualifying distribution event such as a
separation from service, disability, death, or in-service distribution on a specified date, change in control or an
unforeseeable emergency all as defined in the plan. Distributions from the Deferred Compensation Plan will
be made in cash in a lump sum, annual installments, or a combination of both, in the manner elected by the
participant and provided for in the plan.

Participants in the USEC Savings Program direct the investment of their account balances among various
funds available under the plan. Deferred Compensation Plan accounts are deemed to be invested in a number
of mutual funds made available for designation by the participant.

Pension Plans. Named executive officers have the opportunity to participate in a qualified pension plan,
a pension restoration plan and one of two supplemental executive retirement plans (each, a “SERP”).

The Employees’ Retirement Plan of USEC Inc. is a broad based, tax-qualified pension plan whose
maximum benefits are limited by legislation, while the USEC Inc. Pension Restoration Plan is a non-qualified
supplemental pension benefit that is designed to continue the accrual of pension benefits that exceed the
legislated limits under the Employees’ Retirement Plan of USEC Inc. All officers, including the named
executive officers, whose compensation exceeds the qualified plan limits are automatically enrolled in the
USEC Inc. Pension Restoration Plan. Information regarding the calculation of benefits under the Employees’
Retirement Plan of USEC Inc. and the USEC Inc. Pension Restoration Plan can be found in the narrative
accompanying the Pension Benefits in Fiscal Year 2008 table.

The Company also maintains two SERPs. The USEC Inc. 1999 Supplemental Executive Retirement Plan
(the “1999 SERP”) was approved by the Compensation Committee in 1999 and Mr. Sewell is the only active
participant. The Compensation Committee decided not to add any additional participants after 2001. The 1999
SERP provides Mr. Sewell with a benefit calculated in the form of a monthly annuity equal to 55% of his
final average compensation, with offsets for benefits received under the Company’s retirement programs and
any U.S. government retirement program to which the Company contributed, and Social Security benefits.
More information regarding the calculation of benefits payable to Mr. Sewell under the 1999 SERP can be
found in the narrative accompanying the Pension Benefits in Fiscal Year 2008 table.

Messrs. Welch, Barpoulis, Van Namen and Wright participate in the USEC Inc. 2006 Supplemental
Executive Retirement Plan (the “2006, SERP”). As applicable to Mi. Welch, the 2006 SERP incorporates the
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terms of a SERP agreed to by the Company in September 2005 in connection with setting Mr. Welch’s initial
terms of employment. The Company agreed to provide Mr. Welch with a SERP that generally provided for a
benefit equal to 30% of final average pay with five years of service, increasing to 50% with ten.or more years
of service, with offsets for benefits received under the Company’s other retirement programs and Social
Security benefits. This new SERP was designed to be less expensive than the 1999 SERP.

As applicable to other participants, the 2006 SERP provides for a monthly supplemental retirement
benefit equal to 2.5% of final average pay for each year of service, to a maximum benefit of 50% after
20 years of service, with offsets for benefits received under the Company’s other retirement programs and
Social Security benefits. In determining to implement the 2006 SERP and determining the level of benefits to
be provided, the Compensation Committee worked with its compensation consultant and reviewed tally sheets
that showed the value of total compensation paid to executives. More information regarding the calculation of
benefits under the 2006 SERP can be found in the narrative accompanymg the Pension Beneflts in Fiscal Year
2008 table.

Participation in the 2006 SERP is contingent on the participant’s agreeing to comply with certain
restrictive covenants relating to confidentiality, non-competition and non-solicitation of Company employees
for a period of time following his termination of employment.

Severance Arrangements

Executive Severance Plan. The Compensation Committee believes that in the absence of employment
agreements between the Company and its key employees, it is appropriate to have a reasonable severance
policy in place in order to attenuate concerns about short-term continuity of income and allow executives to
focus on the Company’s business. In 2008, the Board approved the USEC Inc. Executive Severance Plan (the
“Executive Severance Plan”), intended to be an unfunded welfare plan subject to the Employee Retirement
Income Security Act of 1974, as amended. Payment and benefit levels under the Executive Severance Plan
were not changed from what was provided under the Company’s existing executive severance policy based on
an assessment by the Compensation Committee, in consultation with its compensation consultant, that they
continued to be competitive and reasonable with respect to the intent of the program.

Under the Executive Severance Plan, if an executive officer is terminated by the Company without cause,
he is eligible to receive his current base salary and a prorated share of his current annual incentive (payable at
the end of the performance period based on actual performance) up to the date of termination. In addition, as
a severance payment he would receive a cash payment equal to one year’s base salary at his current rate and
an amount equal to his final average bonus (generally the average of his last three year’s annual incentive
awards, both cash and restricted stock). He would also receive continuation of medical and dental coverage as
well as life insurance paid for by the Company for one year after termination (or until he received similar
coverage from a subsequent employer, whichever occurs first) and outplacement assistance services. Severance
benefits are contingent upon the exécutive executing a release and agreeing to comply with certain restrictive
covenants relating to non-competition and non-solicitation of Company employees for one year following his
termination of employment. No séverance is paid to an employee who is terminated for cause or who resigns
voluntarily.

In addition, if an employee is terminated by the Company other than for cause, all unvested restricted
stock (that vests based on performance of service) and all stock options would vest and the employee would
have up to one year to exercise all vested stock options. Awards under the one-year Performance Plan would
be pro-rated based on the period of time in which the participant was in the plan and would be made at the
end of the one-year performance period based on actual performance.

Change in Control Agreements. The Compensation Committee believes that change in control agree-
ments are an important tool for executive retention and the retention of other key employees. The Company
has entered into change in control agreements with each of the named executive officers. These agreements
have an initial term of three years, which is automatically extended for additional one-year periods unless the
Board of Directors has given notice of non-renewal. Upon a change in control, the agreements will expire no
earlier than three years following the date that the change in control occurs. A change in control is generally
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defined as the acquisition by a person of 30% or more of the voting power of the Company, a change in the -
majority of the Company’s Board, the consummation of certain mergers or consolidations involving the
Company, a sale or disposition of 40% or more of the Company’s assets, or a hquldatlon of the Company
involving the sale of at least 40% of the Company’s assets.

Payment and benefit levels under the change in control agreements were set when these agreements were
put into place and were based on an assessment by the Compensation Committee of what was competitive and
reasonable with respect’to the intent of the program. The Compensation Committee periodically reviews the
payment and benefit level undér these agreements and reviewed them in 2008, in consultation with its
compensation consultant, and made only technical modifications to the change in control agreements.

The change in control agreements provide each named executive officer with certain benefits if there is a
change in control of the Company and within a protected period beginning three months before and ending
three years after that change in control (the “protected period”) the Company terminates his employment for
any reason other than cause, or the executive terminates his employment for “good reason” (as defined in the
agreement). The Compensation Committee believes this “double- trigger” is appropriate because the purpose of

-the change in control agreements is to provide enhanced severarce protection and not to provide a windfall
upon the change in control. These benefits are in lieu of any severance benefits the named executive officer
would otherwise be eligible to receive under the Company’s Executive Severance Plan. In order to receive
these benefits, the named executive officer must comply with the non-competition, non-solicitation, and
confidentiality provisions of the change in control agreement during the term of the agreement and for
2.5 years thereafter (five years in the case of the confidentiality provision).

Under the terms of each named execut1ve officer’s change in control agreement, if during a protected
period he is terminated other than for cause or terminates his employment for “good reason,” he would receive
a cash payment of his unpaid base salary through the date of termination plus all other amounts to which he
was entitled under any compensation or benefit plan of the Company under the terms of such plans. In
addition, as a change in control payment, he would receive a cash lump sum payment equal to 2.5 times the
sum of his final base salary and Hhis final average bonus (generally the average of his last three years’ annual
incentive awards, both cash and restricted stock). In addition, under the terms of each agreement, the Company
would provide him and his dependents with continuation of life, accident and health insurance benefits for
2.5 years following the occurrence of the change in control or, if sooner, until he is covered by comparable
programs of a subsequent employer. In addition, the executive will receive 2.5 additional years of service for
purposes of retirement plan benefits under the SERPs. If the executive receives payments, whether or not
under his or her agreement that would subject him to any federal excise tax due under section 4999 of the
Internal Revenue Code, the executive will also receive a cash payment equal to the amount of such excise tax.

In addition, if an employee is terminated by the Company other than for cause (or by the participant for
good reason) coincident with or following a change in control, all unvested restricted stock and stock options
would vest and the employee would have up to one year to exercise all vested stock, options. Under the 2009
Performance Plan, in the case of a termination of employment coincident with or following a change in
control for reasons other than for cause, fully vested awards will be made at target.

For details of payments under the above arrangements see the. Potennal Payments Upon Termination or
Change in Control table.

Perquisites

The Company maintains a limited number of perquisites-for senior executive officers. These include an
annual financial counseling allowance of $7,500 ($15,000 for the Chief Executive Officer) and an annual
executive physical valued at approximately $4,000. In addition, the Company reimburses the Chief Executive
Officer for annual dues for up to two business or golf organizations or clubs. Perquisites do not represent a
significant compensation element for any of the named executive officers and the Compensation Committee is
considering phasing some or all of these out beginning in 2010.
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Recoupment of Previously Paid Bonuses

The Company’s equity incentive plan includes a “claw back™ provision that requires repayment of all
payments ‘in settlement of any awards earned or accrued during the twelve-month period following the first
public issuance or filing with the SEC of a financial document that is subsequently restated as a result of
misconduct. The claw back applies to a grantee who knowingly or through gross negligence engaged in or
failed to prevent the misconduct or who is subject to automatic forfeiture under Section 304 of the Sarbanes-
Oxley Act of 2002.

Tax and Accouliting Treatments of Elements of Compensation

In its deliberations, the Compensation Committee considers the potential impact of IRC Section 162(m).
IRC Section 162(m) currently disallows a tax deduction for the Company for individual executive compensa-
tion exceeding $1 million in any taxable year for the Chief Executive Officer and the other three highest
compensated officers (other than the Chief Financial Officer), other than compensation that is performance-
based under a plan that'is approved by the shareholders of the Company and that meets ceitain other technical
requlrements Annual incentive awards and awards under the 2006 — 2008 Executive Incentive Plan and the
2009 Performance Plan are intended to meet the performance—based compensation requirements, while base 4
salary, long-term incentive awards of time-vested restricted stock and stock options are not.

While the Compensation Committee designs certain components of executive compensation to preserve
deductibility, it believes that shareholder interests are best served by not restricting the Compensation
Committee’s discretion and flexibility in crafting compensation programs, even though such programs may
result in certain non-deductible compensation expenses. Accordingly, the Compensation Committee may from
time to time approve compensation arrangements for certain officers that are not fully deductible. Further,
because of ambiguities and uncertainties as to the application and interpretation of IRC Section 162(m) and
the regulations issued thereunder, no assurance can be given, notwithstanding the Company’s efforts, that
compensation intended by the Company to satisfy the requirements for deductibility under IRC Section 162(m)
does in fact do so.

In addition, in structuring compensation arrangements, the Compensation Committee intends to permit
participants to avoid potential tax penalties under IRC Section 409A. During 2007 and 2008, the Compensa-
tion Committee and the Board approved a number of technical changes to the Company’s compensation
arrangements for executive officers in order to facilitate compliance with IRC Section 409A. The Compensa-
tion Committee also takes into account the impact of potential gross-up payments by the Company to cover
federal excise taxes due under section 4999 of the Internal Revenue Code. '

The Compensation Committee considers the accounting and dilution impact of equity awards made to
executive officers. We account for our equity incentive grants under SFAS No. 123(R) and use the Black-
Scholes option pricing formula for determining the fair value of our stock option grants.

Stock Ownership Guidelines

Every executive officer and certain other employees must hold an ownership stake in the Company that is
significant in comparison to their base salary. The Compensation Committee has established stock ownership
guidelines which apply to all executive officers and certain other employees. The amount required to be
retained varies depending on the executive’s position. These guidelines must generally be achieved within five
years after the person becomes subject to the guidelines. The stock ownership guidelines that apply to each of
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the named executive officers as well as their achievement as of December 31, 2008 are shown in the table
below:

Number of Stock

Stock Ownership Guideline Years of Ownership as
Name - (number of shares) Service of 12/31/08
John K. Welch. . ....................... 300,000 3 463,157
John C. Barpoulis ...................... 65,000 3 110,940
Philip G. Sewell ....................... 65,000 7 102,648
Robert Van Namen . .................... 65,000 - 10 108,907
W. Lance Wright. .. .................... 65,000 5 - 100,812 .

Compensation Committee Report

The Compensatlon Committee has reviewed and discussed the Compensatlon Discussion and Analysis
required by Ttem 402(b) of Regulation S-K (Section 229.402(b)) with management. Based on this review and
discussions, the Compensation Committee recommended to the Board of Directors that the Compensation
Discussion and Analysis be included in this proxy statement,

Compensation Committee
John R. Hall, Chairman
Joyce F. Brown

Joseph T. Doyle
H. William Habermeyer
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Summary Compensation Table

The following table sets forth information regarding the compensation of the Chief Executive Officer, the

Chief Financial Officer, and the three other most highly paid executive officers of the Company serving as
executive officers at December 31, 2008 (collectively, the “named executive officers”), for the years ended
December 31, 2006, 2007 and 2008. .

Change in
Pension
Value and
Non-Qualified
Non-Equity Deferred
. Stock Option  Incentive Plan Compensation All Other
Name and Fiscal Awards Awards  Compensatien Earnings Compensation
Principal Position Year Salary a ) 3) @ (). Total
John K. Welch. . ... ..... 2. 2008 $900,000 $1,122,858 $518,712  $371,853 $1,298,226 $61,512 $4,273,161
President and CEO . .. :". .. 2007 $828,462 $1,477,617 $330,055 $ 65,025 $ 925,499 $66,295 $3,692,953
2006 $750,000 .$ 931,392 $182,934 $ 0 $ 317,658  $49,650 $2,231,634
John C. Barpoulis. .. ....... 2008 $400,000 $ 165,623 $136,852  $239,182 $ 92,036 $ 9,200 $1,042,893
Senior ‘Vice President and. . . 2007  $349,808 $ 281,543 $ 63,375  $168,232 $ 29,725 $ 9,000 $ 901,683
Chief Financial Officer . ... 2006  $317,538 .$ 255,836. $ 21,991 . $190,326 $ 20,856 $ 8,800 $ 815,347
Philip G. Sewell .......... 2008 $473,269 $ 169,575 $334,358  $282,677 $ 396,197 $ 0 $1,656,076
Senior Vice President, . . . . . 2007 $424,615 $-328,585 $188,928  $544,926 $ 749,935 $ 0 $2,236,989
American Centrifuge and . . . - 2006 $401,423. $ 338,343 § 91437  $352,592 $ 695,653 $ 0 $1,879,448
Russian HEU
Robert Van Namen. . .. .. ... 2008 $410,000 $ 13,461 $151,958  $240,696 $ 214,180 $30,038 $1,060,333
Senior Vice President, . . . . . 2007 $370,404 $ 215500 $ 78,386  $473,866 $ 129,257 $26,466 $1,293,879
Uranium Enrichment . . .. . -~ 2006 $340,000 $ 361,559 $ 57,122 $296,003 $ 222,162 - $20437 $1,297,283
W. Lance Wright . . . ....... 2008 $370,000 $ 128,911 $114,040 - $215,181 $ 288,878 $20,827 $1;137,837
Senior Vice President, . . . . . 2007 $319,615 $ 269,211 § 66,935  $211,389 $ 213,867 $19,890 $1,100,907
Human Resources and . . . . . 2006 $300,000 $ 333,389 '$ 28,075  $166,700 $ 67,611 $17,744 $ 913,519
Administration ’
(1) The amounts shown in the Stock Awards column represents the compensation cost recognized by us in the

1))

3

applicable fiscal year related to stock awards to the named executive officers, computed in accordance
with SFAS No. 123(R) and do not reflect whether the named executive officer has actually realized a
financial benefit from the award. Amounts for a fiscal year include amounts taken into account in that fis-
cal year for awards granted in and prior to that fiscal year and do not include amounts for restricted stock
awards made for performance during that fiscal year under the Company’s Annual Incentive Program,
which are made in the following fiscal year. In April 2008, Mr. Sewell became eligible for retirement
under the Company’s retirement plans, and accordingly any unrecognized compensation cost for outstand-
ing equity awards was fully recognized at such time. In addition, the compensation cost of any future
equity award to Mr. Sewell is recognized by us in full on the date of grant. For a discussion of valuation
assumptions, see Note 11 to our consolidated financial statements included in our annual report on

Form 10-K for the year ended December.31, 2008, Note 15 to our consolidated financial statements
included in our annual report on Form 10-K/A for the year ended December 31,-2007 and Note 13 to our
consolidated financial statements included in our annual report on Form 10-K for the year ended Decem-
ber 31, 2006. In accordance with SEC rules, the amounts shown exclude the impact of estimated forfei-
tures related to service-based vesting conditions.

The amounts shown in the Option Awards column represent the compensation cost recognized by us in the
applicable fiscal year related to option awards to the named executive officers, computed in accordance
with SFAS No. 123(R). See footnote 1 above regarding equity awards to Mr. Sewell. For a discussion of
valuation assumptions, see Note 11 to our consolidated financial statements included in our annual report
on Form 10-K for the year ended December 31, 2008, Note 15 to our consolidated financial statements
included in our annual report on Form 10-K/A for the year ended December 31, 2007 and Note 13 to our
consolidated financial statements included in our annual report on Form 10-K for the year ended Decem-
ber 31, 2006.

The amounts: shown in the Non-Equity Incentive Plan Compensation column constitute the cash portion of
the annual incentive awards made to-each of the named executive officers based on the Compensation
Committee’s evaluation of each officer’s performance during the year. The amounts shown for a fiscal year
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include cash amounts earned under the Company’s Annual Incentive Program for that year and paid in
March of the following year.

For 2008, all of the named executive officers had met their stock ownership guidelines and were eligible
to receive their entire 2008 annual incentive award in cash. Named executive officers are eligible to
receive 20% incentive payments of restricted stock for taking amounts they are enititled to receive in cash
in restricted stock in lieu of cash. Amounts shown represent only the portion of the annual incentive
awards that was paid in cash as follows: Welch 0%, Barpoulis 50%, Sewell 50%, Van Namen 50%, Wright
50%. Mr. Welch took his entire annual incentive award of $871,190 in restricted stock and therefore
received an incentive payment of $174,238 in restricted stock. Messrs. Barpoulis, Sewell, Van Namen and
Wright took 50% of their annual incentive awards of $276,077, $324,394, $279,104 and $251,875, respec-

‘tively, in restricted stock and therefore received incentive payments of $27,608, $32,439, $27,910 and

$25,187, respectively, in restricted stock. Restricted stock granted to Messrs. Welch, Barpoulis, Sewell,

" Van Namen and Wright for 2008 annual incentive awards was granted in March 2009 and is not shown in

the Summary Compensation Table for 2008. Amounts for 2008 also include cash payouts made in March
2009 under the 2006 — 2008 Executive Incentive Plan for the performance period March 1, 2006 through
December 31, 2008 as follows: Mr. Welch, $371,853; Mr. Barpouhs, $101,144; Mr. Sewell, $120,480;
Mr. Van Namen, $101,144; and Mr. Wright, $89,244.

For 2007, Mr. Sewell and Mr. Van Namen had met their stock ownership guidelines and were eligible to
receive their entire 2007 annual incentive awatds of $384,147 and $340 947, respectively, in cash. All
other named executive officers were eligible to receive 65% of their annual incentive awards in cash.
Amiounts shown represent only the portion of the annual incentive awards that was paid in cash as follows:

" Welch 0%, Barpoulis 52%, Sewell 100%, Van Namen 100%, Wright 52%. Mr. Welch took his entire

“

annual incentive award of $1,086,678 in restricted stock and therefore received an incentive payment of
$141,268 in restricted stock. Messrs. Barpoulis and Wright took 48% of their annual incentive awards of
$323,523 and $289,744, respectively, in restricted stock and therefore received incentive payments of
$8,409 and $7,524, respectively, in restricted stock. Amounts for 2007 also include cash payouts made in
2007 to the named executive officers for-a terminated performance program as follows: Mr. Welch,
$65,025, Mr. Sewell, $160,779, Mr. Van Namen; $132,919 and Mr. Wright, $60,722.

For 2006, Mr. Sewell and Mr. Van Namen had met their stock ownership guidelines and were eligible to
receive‘their entire 2006 annual incentive awards of $352,592 and $296,003, respectively, in cash. All
other named executive officers were eligible to receive 65% of their annual incentive awards in cash.
Amounts shown represent only the portion of the annual incentive awards that was paid in cash as follows:
Welch 0%, BarpouliS' 65%, Sewell 100%, Van Namen 100%, Wright 65%. For 2006, Mr. Welch took his
entire annual incentive award of $912,533 in restricted stock and therefore received an incentive payment
of $118,629 in restricted stock.

The amounts shown in the Change in Pension Value and Non-Qualified Deferred Compensation earnings
column represent the change in the actuarial present value of the named executive officer’s accumulated

- benefits under the Employees’ Retirement Plan of USEC Inc., the USEC Inc. Pension Restoration Plan

©)

and the USEC Inc. 2006 Supplemental Executive Retirement Plan (or, in the case of Mr. Sewell, the 1999
Supplemental Executive Retirement Plan) at December 31, 2008, as compared to December 31, 2007; at
December 31, 2007, as compared to December 31, 2006; and at December 31, 2006, as compared to
December 31, 2005. None of our plans provide for above-market earnings on deferred compensation
amounts, and as a result, the amounts reported here do not reflect any such earnings.

The armounts shown in the All Other Compensaﬁion column for 2008 for Mr. Welch, Mr. Barpoulis,

Mr. Van Namen and Mr. Wright include Company matching contributions of $9,200 made under the USEC
Savings Program. The amounts for Mr. Welch, Mr. Van Namen and Mr. Wright for 2008 also include
Company matching contributions of $26,800, $20,838, and $11,627, respectively, made under the USEC
Inc. Executive Deferred Compensation Plan (formerly the 401(k) Restoration Plan), as included in the

‘Nonqualified Deferred Compensation in Fiscal Year 2008 table. For Mr. Welch, the amount shown for

2008 also includes $25,512 for perquisites and other personal benefits received by him in 2008. These per-
quisites and other personal benefits (none of which exceeded the greater of $25,000 or 10% of the total

40



amount of these benefits for Mr. Welch) include: (a) financial counseling; (b) golf club membership -dues;
(c) an annual physical; and (d) spouse travel and related expenses.

Grants of Plan-Based Awards in Fiscal Year 2008

The following table sets forth information concerning each grant of an award to a named executive officer

in the year ended December 31, 2008 under any plan.

All Other Al Other

Date of _ Eslgi;“:ltft‘si Il’]’:flsi?le Afvt::gs: &’;11'?12 v Exercise or Grant Date
Compensation Non—Ezluity Ince,entive Number of ~ Number of Base Price ~  Fair Value
o CopmNopimllgee  ed sonls Opie” ook
Name Date (if different) Threshold ~~ Target Maximum Units - Options ($/Sh) Awards(2)
John K. Welch .. ... 2/06/08 $0 $ 0$ 0
3/03/08 - 2/06/08(3) 209,546(4) $1,227,940
3/03/08  2/06/08(3) 115,188(5) $ 675,000
3/03/08  2/06/08(3) 302,691(6) $5.86 $ 675,000
John C. Barpoulis . . . 2/06/08 $0 $140,000 $210,000
3/03/08  2/06/08(3) » 27,935(4) $ 163,700
3/03/08  2/06/08(3) : 40,956(5) $ 240,000
3/03/08 - 2/06/08(3) 107,623(6) $5.86 $ 240,000
Philip G. Sewell . . .. 2/06/08 - $0 $164,500 $>246,750
: 3/03/08 . 2/06/08(3) 48,123(5) - $ 282,000
3/03/08  -2/06/08(3) 126,457(6) $5.86 $ 282,000
Robert Van Namen . . 2/06/08 . $0 $143,500 $215,250
4 ©3/03/08  2/06/08(3) 41,980(5) $ 246,000
i 3/03/08  2/06/08(3) 110,314(6) $5.86 $ 246,000
W. Lance Wright. . . . 2/06/08 $0 $129,500 $194,250
3/03/08  2/06/08(3) 25,017(4) $ 146,600
3/03/08  2/06/08(3) 25,256(5) $ 148,000
$ 148,000

&)

@)

3)

C))

3/03/08 - 2/06/08(3) _ 66,368(6) $5.86

Amounts shown are estimated possible cash payouts under the Company’s 2008 Annual Incentive Program
based on performance against 2008 corporate and individual performance goals at the threshold (0%), target
(100%) and maximum (150%) levels. Actual payouts under the 2008 Annual Incentive Program were approved
by the Compensation Committee in February 2009 and were 97% to 99% of target for each of the named
executive officers. The cash portion of these payouts are shown in the Non-Equity Incentive Plan Compensa-
tion column of the Summary Compensation Table. The amounts shown in the table above represent only the
cash portion of the 2008 annual incentive awards. Under the Annual Incentive Program annual incentives are
paid in a combination of cash and restricted stock. As described in the Compensation Discussion and Analysis,
for 2008 awards were required to be paid at least 50% in restricted stock unless an executive elected to take a
greater portion of their annual incentive in restricted stock. For 2008, Messrs. Barpoulis, Sewell, Van Namen
and Wright took 50% of their annual incentive awards in cash, with the remainder in restricted stock, and

Mr. Welch took his entire annual incentive award in restricted stock. The stock portion of these awards was
awarded in March 2009 and will be reflected in the Grants of Plan Based Awards table for 2009.

The value of the stock awards is based on the fair value of such award on the grant date, computed in
accordance with SFAS No. 123(R).

These annual incentive awards were ‘made by the Compensatlon Committee, effective as of a later date fol-
lowing the release of the Company’s audited financial results.

Includes shares of restricted stock granted to the named executive officers in 2008 under the Company’s
Annual Incentive Program based on performance against’corporate and individual performance goals in
2007. These shares vested on March 3, 2009. :
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(5) Includes shares of restricted stock granted to the named executive officers in 2008 under the Company’s
Long-Term Incentive Program. These shares will vest ratably over three years from the date of grant.

(6) Includes non-qualified stock options granted to the named executive officers in 2008 under the Company’s
Long-Term Incentive Program. These options will vest ratably over three years from the date of grant.

Outstanding Equity Awards at Fiscal Year-End December 31, 2008

The following table sets forth information regarding unexercised options, stock that has not vested, and
outstanding equity incentive plan awards as of the year ended December 31, 2008 for each of the named
executive officers. If an executive’s employment is terminated by the Company without cause or is terminated
by reason of the executive’s death, disability or retirement, or upon a change in control, all of the executive’s
shares of restricted stock and unvested stock options granted under the USEC Inc. 1999 Equity Incentive Plan
will become vested. -

Option Awards Stock Awards
Market
Number of Number of Number of Value of
Securities Securities Shares or Shares or
Underlying Underlying Units of Units of
Unexercised Unexercised Option Option Stock That Stock That
Options Options Exercise = Expiration Have Not Have Not
Name Exercisable Unexercisable Price Date Vested Vested
JohnK. Welch ................. 100,000 $11.00 10/03/10 355,969(1) $1,598,301
59,081 29,540(2)  $12.09 3/28/11
29,023 58,045(3) $13.24 3/05/12
‘ 302,691(4) $ 5.86 3/03/13
John C. Barpoulis .. ............. 8,655 $13.98 5/04/10 78,341(5) $ 351,751
18,748 9,374(2)  $12.09 3/28/11.
8,567 17,134(3)  $13.24 3/05/12
107,623(4) $ 5.86 3/03/13
Philip G. Sewell . .. ........... .- 59,300 $ 8.50 7/31/11 38,718(6) $ 202,882
48,142 $7.02 °  8/07/12
50,000 $ 7.00 8/06/13
53,913 $ 8.05 2/10/09
26,708 $16.90 3/23/10
22,333 11,166(2) ~ $12.09 3/28/11
10,403 20,805(3)  $13.24 3/05/12
126,457(4) $ 5.86 3/03/13
Robert Van Namen . ............. 36,000 $ 8.50 7/31/11 51,799(7) $ 232,578
18,000 $ 7.00 8/06/13
44,571 : $ 8.05 2/10/09
23,775 $16.90 3/23/10
18,748 9,374(2)  $12.09 3/28/11
9,081 18,162(3)  $13.24 3/05/12
, 110,314(4) $ 5.86 3/03/13
W. Lance Wright. . . ............. 5,250 $ 8.05 2/10/09 58,808(8) $ 264,048
20,710 $16.90 3/23/10
16,543 8,271(2)  $12.09 3/28/11
7,833 15,655(3) $13.24 3/05/12

66,368(4) $ 586 3/03/13

(1) Shares of restricted stock vest as follows: 247,942 shares with a vesting date of March 3, 2009;
10,448 shares with a vesting date of March 5, 2009; 10,339 shares with a vesting date of March 28, 2009;
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38,396 shares with a vesting date of March 3, 2010; 10,448 shares with a vesting date of March 5, 2010;
and 38,396 shares with a vesting date of March 3, 2011.

(2) Stock options vest at the rate of 33%% per year, with vesting dates of March 28, 2007, March 28, 2008
and March 28, 2009.

(3) Stock options vest at the rate of 33%4% per year, with vesting dates of March 5, 2008, March 5, 2009, and
March 5, 2010.

(4) Stock options vest at the rate of 33%% per year, with vesting dates of March 3, 2009, March 3, 2010, and
March 3, 2011.

(5) Shares of restricted stock vest as follows: 41,587 shares with a vesting date of March 3, 2009; 3,084 shares
with a vesting date of March 5, 2009; 3,282 shares with a vesting date of March 28, 2009; 13,652 shares
with a vesting date of March 3, 2010; 3,084 shares with a vesting date of March 5, 2010; and 13,652 shares
with a vesting date of March 3, 2011.

(6) Shares of restricted stock vest as follows: 10,434 shares with a vesting date of March 3, 2009; 2,436 shares
with a vesting date of March 5, 2009; 2,542 shares with a vesting date of March 28, 2009; 10,435 shares
with a vesting date of March 3, 2010; 2,436 shares with a vesting date of March 5, 2010; and 10,435 shares
with a vesting date of March 3, 2011.

(7) Shares of restricted stock vest as follows: 13,993 shares with a vesting date of March 3, 2009; 3,269 shares
with a vesting date of March 5, 2009; 3,281 shares with a vesting date of March 28, 2009; 13,993 shares
with a vesting date of March 3, 2010; 3,269 shares with a vesting date of March 5, 2010; and 13,994 shares
with a vesting date of March 3, 2011.

(8) Shares of restricted stock vest as follows: 33,436 shares with a vesting date of March 3, 2009; 2,820 shares
with a vesting date of March 35, 2009; 2,895 shares with a vesting date of March 28, 2009; 8,419 shares
with a vesting date of March 3, 2010; 2,820 shares with a vesting date of March 5, 2010; and 8,418 shares
with a vesting date of March 3, 2011.

Option Exercises and Stock' Vested in Fiscal Year 2008

The following table sets forth information regarding each exercise of stock options and each vesting of
restricted stock during the year ended December 31, 2008 for each of the named executive officers.

Option Awards Stock Awards
Number of Shares Value Realized on Number of Shares Value Realized on
Name ) Acquired on Exercise Exercise Acquired on Vesting Vesting(1)
John K. Welch............. — < — .98,669 $530,356
John C. Barpoulis. .......... — ' — 15,834 $ 80,641
Philip G. Sewell. . .......... — — 30,238 $150,427
Robert Van Namen. ......... — — . 8,135 $ 35,770
W. Lance Wright .. ......... — — 13,874 $ 68,897

(1) Amounts reflect the market value of the stock on the day the stock vested.

43



Pension Benefits in Fiscal Year 2008

We maintain the Employees’ Retirement Plan of USEC Inc., a tax-qualified defined benefit plan that
provides retirement benefits to eligible employees. Section 415 and Section 401(a)(17) of the Internal Revenue
Code generally place a limit on the amount of annual pension that can be paid from a tax-qualified plan as
well as on the amount of annual earnings that can be used to calculate a pension benefit. However, we
maintain the USEC Inc. Pension Restoration Plan that pays eligible employees the difference between the
amount. payable under the tax-qualified plan and the amount they would have received without the qualified
plan’s limits. We also maintain two supplemental executive retirement plans (each, a “SERP”) in order to
provide additional retirement benefits to executives to be competitive with the market. Mr. Welch,

Mr. Barpoulis, Mr. Van Namen, and Mr. Wright participate in the USEC Inc. 2006 Supplemental Executive
Retirement Plan (the “2006 SERP”) and Mr. Sewell is the sole active participant in the USEC Inc. 1999
Supplemental Executive Retirement Plan (the “1999 SERP”). The USEC Inc. Pension Restoration Plan and the

SERPs are unfunded and are subject to forfeiture in the event of insolvency.

The following table shows the present value of benefits that the named executive officers are entitled to
under the Employees’ Retirement Plan of USEC Inc. (the “Retirement Plan”), the USEC Inc. Pension
Restoration Plan (the “Pension Restoration Plan”), and the applicable SERP. Mr. Welch and Mr. Barpoulis
were not vested in the Retirement Plan, the Pension Restoration Plan, or the 2006 SERP as of December 31,
2008, however, they would be entitled to a minimum benefit under the 2006 SERP in the case of a change in
control or death or disability as shown in the Potential Payments Upon Termination or Change in Control

table.

Name

John K. Welch. .

John C. Barpoulis .. .. ...

Philip G. Sewell

Robert Van Namen . ... ..

W. Lance Wright

Plan Name

Retirement Plan
Pension Restoration Plan
2006 SERP

Total

Retirement Plan

Pension Restoration Plan
2006 SERP

Total

Retirement Plan

Pension Restoration Plan
1999 SERP

Total
Retirement Plan

Pension Restoration Plan
2006 SERP

Total

Retirement Plan

Pension Restoration Plan
2006 SERP

Total

Present Value of

Number of Years of Accumulated Payments During
Credited Service Benefit(1) Last Fiscal Year
3 yr. 3 mos. $ 98,440 $0
3 yr. 3 mos. $ 497,355 $0
3 yr. 3 mos. $2,059,012 $0
$2,654,807 $0
3 yr. 9 mos. $ 54,386 $0
3 yr. 9 mos. $ 77,010 $0
3 yr. 9 mos. $ 34,520 $0
$ 165916 $0
7 yrs. 7 mos. $ 300,710 $0
7 yrs. 7 mos. $ 740,708 $0
7 yrs. 7 mos. $3,831,506 $0
$4,872,924 $0
10 yrs. $ 157,063 $0
10 yrs. $ 347,370 $0
10 yrs. $ 279,568 $0
$ 784,001 $0
5 yrs. 4 mos. $ 153,249 $0
5 yrs. 4 mos. $ 236,443 $0
5 yrs. 4 mos. $ 283,488 $0
$ 673,180 $0

(1) In determining the present value of each participant’s pension benefit, a 6.09% discount rate is assumed.
An assumed interest rate of 6.29% is used in converting Pension Restoration Plan, 2006 SERP and 1999
SERP annuities into lump sums. The lump sum. interest rate is determined at the time of benefit com-
mencement and reflects an average of the un-annualized Moody’s Aa index bond yield plus 75 basis
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points. For purposes of this:table, the calculation assumes retirement at the earliest age at which unreduced
benefits could be paid, 1nclud1ng projected future service for:eligibility purposes only. e

The Retirement Plan and Pension Restoration Plan benefits shown in the table above are net present
Values All named executive officers have elected a lump sum form of payment under the Pension Restoration
Plan for benefits earned and vested after 2004. Pension Restoration Plan beneﬁts earned prior to 2005 are
payable as an annuity. As of December 31, 2008, benefits under the, Retrrement Plan are not payable as a..
lump sum (except that under the terms of the plan, Mr. Van Namen is elrg1ble to receive a lump sum for any
benefit accrued prior to 2001) The normal form of payment under the Retrrement Plan is a single life annuity
or a 50% joint and survivor annuity. Retirement benefits are calculated under the followmg three formulas
with the formula that glves the participant the largest benefit used for the final calculatlon

* Regular Formula: The monthly benefit under the “Regular Formula™ is calculated as-1.2% of final
average monthly compensation (base salary plus annual bonus) times years and months of credited
service plus $110. There are no-offsets to this benefit.

Altemate ‘Formula: The monthly benefit under the “Alternate Formula™ is calculated as 1 5% of final
average monthly compensation (base salary plus annual bonus) times years. and months of credited
service minus 1.5% times actual or projected monthly primary Social Security benefit times years and
months of credited service up to 33Y% years (up to a maximum of 50% of the actual or projected
monthly Social Security benefit).

* Minimum Formula: The monthly benefit under the “Minimum Formula” is calculated as $5 multiplied
by the first ten years and months of credited service, plus $7 multiplied by the next ten years and
months of credited service, plus $9 times the years and months of credited service in excess of 20 years,
plus 10% (less 1% per year of credited service less than 8) of the final average monthly compensation
as calculated under the Regular Formula plus $110. There are no offsets to this benefit.

An employee’s final average monthly compensation includes base salary plus annual incentive compensa-
tion, including cash and restricted stock, and does not include the value of any award under the Company’s .
Long-Term Incentive Program. Pension plan benefits are determined, in part, using the employee’s actual age
and credited service. The normal retirement age under the Retirement Plan and Pension Restoration Plan is 65.
An employee is eligible for early retirement without any reduction in benefits (1) if the employee has
completed at least 10 years of service and has attained the age of 62; or (2) if the sum of the employee’s age
and years of service equals 85 or greater. In addition, an employee is eligible for early retirement after
completing 10 years of credited service and attaining the age of 50, with benefits reduced based on employee-.
age and credited service, per the plan’s reduction factor schedule. As of December 31, 2008, Mr. Sewell was
eligible for early unreduced retirement. He was the only named executive officer eligible for normal or eatly
retirement under the Retirement Plan and Pension Restoration Plan. As a practice, the Company generally does
not provide additional years of age or service (except under the change in control agreements, which grant
additional service) and no named executive officer has been credited with additional years of age or service
for purposes of computing a retirement benefit, under the Retirement Plan or the Pension Restoration Plan.

The 1999 SERP provides Mr. Sewell with an annual benefit in the form of a monthly annuity equal to
55% of final average compensation,swith offsets for (1) any benefits received under the Company’s other
retirement programs and any U.S. federal governmental retirement program to which the Company has
contributed on the participant’s behalf; and.(2) Social Securrty benefits should the part101pant be eligible for
such benefit. Mr. Sewell elected to receive a lump sum that is the actuar1al equivalent of the above-described
annuity for benefits earned and vested after 2004. Final average compensation for this purpose includes base
salary and annual incentive compensation, 1nclud1ng cash and restricted stock, earned for the three years
precedmg the part1crpant s date of termination, d1v1ded by three. As of December 31, 2008, Mr Sewell was
eligible for normal retirement under the 1999 SERP

Participants in the 2006 SERP will generally accrue a monthly supplemental retirement benefit equal to
2.5% of their final average compensation for each year of service, to a maximum benefit equal to 50% of the
final average compensation after 20 years of service. For Mr. Welch, no supplemental retiremrent benefit is
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‘accrued until five years of service, at -which point Mr. Welch’s benefit is equal to 30% of final average
compensation. With seven years of service, this benefit increases to 40% of final average compensation and
with ten or more years of service increases to 50% of final average compensation. Final average compensation
under the 2006 SERP includes salary and annual incentive compensation, including cash and restricted stock,
paid (or vested, in the case of restricted stock) for the three years preceding the participant’s date of
termination. The normal retirement age under the 2006 SERP is 62. Benefits are reduced by 6% (3% for

Mr. Welch) for each year the executive commences payment of benefits prior to age 62. Monthly benefits
payable under the 2006 SERP to a partlc1pant are offset by the amount the participant is eligible to receive
under the Company s other retirement plans and Social Security. Participants are generally vested in their
benefits under the 2006 SERP after five years of service, although vesting will be accelerated in the event of
the participant’s death or termination of employment as a result of disability or in the event of a change in
control of the Company. A minimum monthly supplemental retirement benefit equal to 10% (20% for

Mr. Welch) of final average compensation applies where vesting is so accelerated.

Benefits under the 2006 SERP are generally payable to a participant in the form of a lump sum (or an
annuity at the election of the participant within the first 30 days of participation) when the participant
terminates, but no earlier than age 55 (age 60 for Mr. Welch), except in the case of disability or death. All
named executive officers participating in the 2006 SERP have elected a lump sum. Where a participant is
terminated for cause (as defined in the 2006 SERP) or where a participant violates certain restrictive
covenants, the participant’s benefits will be forfeited whether or not then vested and subject to repayment to
the Company to the extent already paid to the participant.

Nonqualified Deferred Compensatidn in Fiscal Year 2008

Executive Registrant Aggregate Aggregate Aggregate
Contributions Contributions Earnings Withdrawals/ Balance

Name in Last FY(1) in Last FY(2) in Last FY(3) Distributions at Last FYE4)
John K. Welch ............... $90,000 $26,800 $(27,466) — $198,835
John C. Barpoulis . . ........... — — —_ — -
Philip G. Sewell . . ............ — — —_ — -
Robert Van Namen ... ......... $37,547 $20,838 $(79,228) — $124,032
W. Lance Wright . ............ $52,067 $11,627 $(38,315) — $ 73,570

(1) Amount represents executive’s contributions to thé USEC Inc. Executive Deferred Compensation Plan (the
“Deferred Compensation Plan”). These amounts are also included in the Summary Compensation Table in
the Salary column.

(2) Amount represents the Company’s contributions to the Deferred Compensation Plan. These amounts are
also included in the Summary Compensation Table in the All Other Compensation column.

(3) Amount represents earnings on the Deferred Compensation Plan during 2008.

(4) Amount represents the aggregate balance for the named executive officers as of December 31, 2008 under
the Deferred Compensation Plan. Includes the executive’s contributions to the Deferred Compensation Plan
(formerly the USEC Inc. 401(k) Restoration Plan) previously reported as compensation to the named exec-
utive officers in the Summary Compensation Table in the Salary column in 2007 and 2006, as follows:

Mr. Welch $34,081 in 2007, $22,500 in 2006; Mr. Van Namen $15,866 in 2007, $9,524 in 2006; and

Mr. Wright $9,222 in 2007, $7,290 in 2006. Amount includes the Company’s contributions to the Deferred
Compensation Plan (formerly the USEC Inc. 401(k) Restoration Plan) previously reported as compensation
in the Summary Compensation Table in the All Other Compensation column in 2007 and 2006 as follows:
Mr. Welch $26,892 in 2007,.$21,200 in 2006; Mr. Van Namen $17,466 in 2007, $11,637 in 2006; and

Mr. Wright $10,890 in 2007, $8,944 in 2006.
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Potential Payments Upon Termination or Change in Control

The table below shows potential payments to our named executive officers under existing agreements,
plans or arrangements for various scenarjos involving a termination of employment or a change in control of
the Company. The table assumes a December 31, 2008 termination date and is based on the named executive
officers’ compensation and service levels as of that date. Where applicable, the table uses the closing price of
our common stock of ‘$4.49 as reported on the New York Stock Exchange as of December 31, 2008. The
benefits in the table below are in addition to certain benefits available generally to salaried employees, such as
accrued salary and vacation pay and distributions of plan balances under the USEC Savings Program.

Due to the number of factors that affect the nature and amounts of any benefits provided upon the events
discussed below, any actual amounts paid or distributed may be different. Factors that could affect these
amounts include the timing during the year of any such event, the Company’s stock price and the executive’s
age. ' : :

Payments Made Upon Termination

Under the USEC Inc. Executive Severance Plan, if an executive ofﬁcer is terminated by the Company
without cause, he is eligible to receive the following:

« his current base salary and a prorated share of his current annual incentive (payable at the end of the
performance period based on actual performance) up to the date of termination;

* a cash severance payment equal to one year’s base salary at his current rate and an amount equal to his
final average bonus (generally the average of his last three year’s annual incentive awards, both cash
and restricted stock); and

* continuation of medical and dental coverage as well as life insurance paid for by the Company for one
year after termination (or until he receives similar coverage from a subsequent employer, whichever
occurs first) and outplacement assistance services. :

Severance benefits are contingent upon the executive executing a release and agreeing to comply with
certain restrictive covenants relating to non-competition and non-solicitation of Company employees for a
period of one year following his termination of employment. No severance is paid to an employee who is
terminated for cause or who resigns voluntarily.

Payments Made Upon a Change in Control

The Company has entered into change in control agreements w1th each of the named executive officers.
The change in control agreements provide each named executive officer with the following benefits (in lieu of
any severance benefits under the Executive Severance Plan described above) if there is a change in control of
the Company and within a protected period beginning three months before and ending three years after that
change in control (the “protected period”), the Company terminates the executive’s employment without cause
or the executive terminates his employment for “good reason” (as defined in the agreement):

* a cash lump sum payment of his unpaid base salary‘throug'h the date of termination, plus all other
amounts to which he was entitled under any of the Company’s compensation or benefit plans under the
terms of such plans.

* a cash lump sum payment equal to 2.5 times the sum of the executive’s final annual base salary and his
final average bonus. The executive’s final average bonus is the average of the three most recent annual
incentive bonuses paid to the executive prior to the date of termination (whether paid in the form of
cash or in grants of restricted stock). Any annual incentive bonus paid to an executive during the prior
three years that was pro-rated or otherwise adjusted because the executive was not employed by the
Company' during the entire period to which the bonus related is annualized for purposes of the
calculation of the executive’s final average bonus. If the executive has experienced a change in position
that has increased the executive’s annual bonus opportunity, any annual bonus paid to the executive
with respect to a period prior to the change in position is not included in the calculation of the
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executive’s final average bonus. If the executive has not been paid at least three annual bonuses prior to
the date of termination that are includable in the calculation of the executive’s final average bonus, the
executive’s final average bonus is an amount equal to the average of such lesser number of annual
bonuses. If the executive has not been paid at least one annual bonus prior to the date of termination ~
that is includable in the calculation of the executive’s final average bonus, the executive’s final ‘average
bonus is an amount equal to the executive’s annual target bonus as in effect on the date of termination.

* continuation of life, accident and health insurance benefits for 2.5 years following the change in
control, or, if sooner, until he is covered by comparable programs of a subsequent -employer.

¢ two and one-half additional years of service for purposes of vesting, eligibility and benefit accrual
under the Company’s SERPs.

if the executive receives payments that would subject him to any federal excise tax due under

section 4999 of the Internal Revenue Code, he would also receive a cash payment equal to the amount
of such excise tax. The calculation of the 280G gross-up amount in the tables below is based upon a
280G excise tax rate of 20% and a 35% income tax rate.

In order to receive these benefits, the executive must comply with the non-competition, non-solicitation
and conﬁdentla,hty provisions of the change in control agreement during the term of the agreement and for
2.5 years thereafter (five years in the case of the confidentiality provision). For purposes of the 280G
calculation we have not assumed that any amounts will be discounted as attributable to reasonable compensa-
tion or that any value will be attributed to executive’s being bound by the agreements regarding. non-
competition, non-solicitation and confidentiality contained in their change in-control agreements, because these
amounts are too subject to the facts and circumstances in place at the time of payment to be capable of
valuation.

Equity Awards

If the executive’s employment is terminated by the Company without cause or is terminated by reason of
the executive’s death, disability, or retirement (normal retirement or unreduced early retirement), all of the: -
executive’s shares of restricted stock and unvested stock options granted under the USEC Inc. 1999 Equlty
Incentive Plan will become vested. ,

In addition, under the 2006 — 2008 Executive Incentive Plan, an executive whose employment was
terminated by the Company as of December 31, 2008 without cause or was terminated by reason of the
executive’s death, disability, or retirement (normal retirement or unreduced early retirement) would have
received an award valued and paid-at the end' of the performance period ended December 31, 2008. This
performance period has now been completed and actual payouts were made in March 2009, as-described in
the Compensation Dlscussmn and Analysis. :

If the executive’s employment is terminated for cause or if the executive voluntarily terminates
employment (other than retirement), all of the executive’s restricted stock and unvested stock options will be
cancelled and forfeited. As of December 31, 2008, the executive also would have forfeited any award
opportunities under the 2006 — 2008 Executive Incentive Plan because awards had not yet been made.

Upon a change in control, all of the executive’s shares of restricted stock and unvested stock options will
become vested. In addition, as of December 31, 2008, the executive would have received an award under the
2006 — 2008 Executive Incentive Plan for the performance period ended December 31, 2008. The awards
would have been calculated assuming achievement of all applicable performance goals at target level.

The table below includes the intrinsic value (that is, the value based on the closing price of the
Company’s stock of $4.49 as reported on the New York Stock Exchange as of December 31; 2008 and, in the
case of options, less the exercise price) of stock options and restricted stock that would become exercisable or
vested if the named executive officer terminated employment as of December 31, 2008. As of December 31,
2008, all unvested stock options held by the named executive officers had exercise prices that were greater
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than the closing price of our common stock of $4.49 as reported on the New York Stock Exchange as of

December 31, 2008.

Retirement Benefits

The Pension Benefits in Fiscal Year 2008 table describes the general terms of each retirement plan in
which the named executive officers participate, the years of credited service and the present value of each
named executive officer’s accumulated pension benefit. The table below includes the present value of benefits

under the Employees Retirement. Plan of USEC Inc. (the “Retirement Plan”), the USEC Inc. Pension

Restoration Plan (the “Pension Restoration Plan”), the USEC Inc. 1999 Supplemental Executive Retirement
Plan (the “1999 SERP”), and the USEC Inc. 2006 Supplemental Executive Retirement Plan (the *“2006 SERP”)
that would have become payable if the named executive officer had terminated employment as of December 31,

2008.

Executive Benefits

and Payments

Upon Termination

John K. Welch

Severance Payments(2) .. ... ..
Stock Options . ............
Restricted Stock. . ..........
Executive Incentive Plan(3). . . .
Retirement Plan(4). . . .......
Pension Restoration Plan(4). . . .
2006 SERP(S) .. ...........
280G Tax Gross-up .........
Continuing Benefits(6) . . ... ..

John C. Barpoulis

Severance Payments(2). ... ...
Stock Options . .. ..........
Restricted Stock. . ...........
Executive Incentive Plan(3). . . .
Retirement Plan(4). . ... ... ..
Pension Restoration Plan(4). . . .
2006 SERP(S) . .......... L.
280G Tax Gross-up .........
Continuing Benefits(6) .. ... ..

Philip G. Sewell

Severance Payments(Z) .......
Stock Options . ............
Restricted Stock. . ..........
Executive Incentive Plan(3). . . .
Retirement Plan(4)..........
Pension Restoration Plan(4). . . .
1999 SERP(7) . .. ..........
280G Tax Gross-up . ........
Continuing Benefits(6) . .. .. ..

Involuntary

or Good
Reason
. Involuntary Involuntary Termination .

Voluntary Retirement Not for Cause For Cause (Change Death or
Termination Termination - Termination in Control) Disability
$ 0 N/A  $1,866,404 $ 0 $ 4,728,509 $ 0
$ 0 N/A $ 0 s 0 3 0 $ 0
$ 0 N/A  $1,598,301 § 0 $ 1,598,301 $1,598,301
$ 0 N/A § 448,823  $ 0 $ 448,823 $ 448,823
$ 0 NA § 0 3 o 3 0 $ 0
$ 0 NA $ 0 $ 0 3 0 $ 0
$ 0 NA 8 0 3 0 $ 4,997,988 $3,646,414
$ 0 N/A $ 0o S 0 $ 2,337,091 $ 0
$ 0 NA $§ 12956 § 0 $ 32,390 $ 0
3 0 $3,926,484 $ 0 $14,143,102 $5,693,538
$ 0 N/A $ 698,771 $ 0 $ 1,770,391 $ 0
$ 0 NA $ o $ 0 3 0 $ 0
$ 0 N/A  $ 351,751 $ 0 $ 351,751 $ 351,751
$ 0 NA  $ 122079 §$ 0 §$ 122,079 $ 122,079
$ 0 NA § 0 3 0 3 0 $ 0
$ 0 NA § 0 % 0 3 0 $ 0
$ 0 NA $ 0 3 0 $ 346,288(9) $ 332,921
$ 0 N/A §$ 0 3 0 $ 456,045 $ 0
$ 0 NA $§ 15832 § 0 $ 39,580 $ 0
$ 0 $1,188433  § 0 $ 3,086,134 $ 806,751
$ 0 3 0 $ 825246 $ 0 $ 2,074,418 $ 0
$ 0 s 0o $ 0 $ 0 s o $ 0
$ 0 $ 202,882 $ 202882 § 0 $ 202,882 $ 202,882
$ 0 $ 145418 § 145418 §$ 0 $ 145418 $ 145418
$ 300,710 .$ 300,710 $ 300,710 $ 300,710 $ 300,710 $ 156,046(8)
$ 740,708 $ 740,708 $ 740,708 - $ 740,708 $ 740,708 $ 649,541(8)
$3,831,506  $3,831,506  $3,831,506 $ 0 $ 3,831,506(9) $2,502,553
$ 0 s 0 s 0 3 0o % . 0 $ 0
$ 0 $ 0 3 1,648 $ 0 $ . 4120 $ 0
$4,872,924  $5,221,224  $6,048,118 $ 7,299,762 $3,656,440

49

$1,041,418



Involuntary
or Good

Executive Benefits Involuntary Involuntary Tell'{ne:i’:ggon

and Payments Voluntary Retirement Not for Cause For Cause (Change Death or
Upon Termination Termination 1) Termination Termination in Control) Disability
Robert Van Namen

Severance Payments(2) . . .. . .. $ 0 NA $ 717983 $ 0 $ 1,818,583 $ 0
Stock Options . . .. ......... $ 0 NA § 0 3 0 3 0 $ 0
Restricted Stock. . . ......... $ 0 N/A $ 232578 $ 0 $ 232578 $ 232,578
Executive Incentive Plan(3).... $ 0 N/A $ 122079 $ 0 $ 122,079 $ 122,079
Retirement Plan(4). . ........ $ 91,600 NA $ 91,600 $ 91,600 $ 91,600 $ 111,964(8)
Pension Restoration Plan(4). ... $ 233,484 N/A $ 233484 $§ 233484 $ 233484 $ 247,609(8)
2006 SERP(5) . . ........... $ 400,540 N/A $ 400,540 $ 0 $ 6105599 $ 389,234
280G Tax Gross-up ......... $ 0 N/A $ 0 3 0 $ 0 $ 0
Continuing Benefits(6) . . ... .. $ 0 NA $ 15874 % 0 $ 39,685 $ 0
Total. . .................. $ 725,624 $1,814,138  $ 325,084 $ 3,148,568 $1,103,464
W. Lance Wright

Severance Payments(2). . ... .. $ 0 N/A $ 638399 § 0 $ 1,610,290 $ 0
Stock Options .. ........... $ 0 N/A $ 0 3 0 3 0 $ 0
Restricted Stock. . . ......... $ 0 N/A $ 264,048 $ 0 $ 264,048 $ 264,048
Executive Incentive Plan(3).... $ 0 N/A  $ 107,717  $ 0 $ 107,717 $ 107,717
Retirement Plan(4). . ........ $ 144,419 N/A $ 144419 § 144419 § 144419 $ 69,146(8)
Pension Restoration Plan(4). ... $ 248,149 N/A $ 248,149 $ 248,149 $ 248,149 $ 245,201(8)
2006 SERP(5) . ............ $ 301,167 N/A  $ 301,167  $ 0 $ 715677(9) $ 301,167
280G Tax Gross-up ......... $ 0 NA §$ 0 s 0 $ 436,372 $ 0
Continuing Benefits(6) . . . . . .. $ 0 NA $ 2252 § 0 $ 5,630 $ 0
Total. .. ........ e $ 693,735 $1,706,151 $ 392,568 $ 3,532,302 $ 987,279

(1) As of December 31, 2008, Mr. Sewell is eligible for normal retirement in the 1999 SERP and early retire-
ment in the Retirement Plan and the Pension Restoration Plan. Because of his years of services, Mr. Sewell
would have been eligible to commence an immediate unreduced retirement benefit if he had retired as of
December 31, 2008. No other named executive officer is eligible for an early or normal retirement under
any of the Company’s retirement programs as of December 31, 2008.

(2) In calculating the Severance Payment payable upon involuntary not for cause termination under the USEC
Inc. Executive Severance Plan, the calculation of the final average bonuses for the named executive offi-
cers included each executive’s 2008 target annual incentive bonus because annual incentive bonuses for
2008 had not been determined as of December 31, 2008.

In calculating the Severance Payment under the executives’ change in control agreements, the final
average bonuses for the named executive officers were calculated using the average of any bonuses paid
in 2007, 2006 and 2005, except that Mr. Welch’s pro-rated 2005 bonus was annualized for purposes of
this calculation and Mr. Barpoulis’ 2005 bonus was excluded because in 2006 he experienced a change in
position that increased his bonus opportunity.

(3) Amounts reflect the value of a target award as of December 31, 2008 notwithstanding the actual perfor-
mance during the period ended December 31, 2008 of 56% of target, which was determined by the Com-
pensation Committee in February 2009.

(4) Only Mr. Sewell, Mr. Van Namen and Mr. Wright are vested under the Retirement Plan and the Pension
Restoration Plan as of December 31, 2008. Mr. Sewell (age 62 as of December 31, 2008) is eligible for
early retirement and would commence an immediate unreduced benefit upon termination. Mr. Van Namen
(age 47 as of December 31, 2008) is not yet eligible for retirement but is eligible for immediate com-
mencement of benefits accrued prior to 2001, payable as a lump sum. Mr. Van Namen will be eligible to
commence a reduced pension for benefits accrued after 2000 at age 50. Mr. Wright (age 61 as of
December 31, 2008) is not yet eligible for retirement but is eligible to commence an immediate, reduced
benefit. Pension Restoration Plan benefits earned and vested after December 31, 2004 will be paid as a
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lump sum. Amounts shown are the actuarial present value ‘of annuity payments and lump sums, as applica-
ble.. The present value of accumulated benefits is calculated using the assumptions under SFAS No. 158,
“Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans,” as shown in Note 10
to our consolidated financial statements included in our annual report on Form 10-K for the year ended
December 31, 2008. In the case of disability, each of the executives would continue to accrue service dur-
ing periods of disability rather than commence a retirement benefit.

M. Van Namen and Mr. Wright are the only named executive officers vested under the 2006 SERP.

Mr. Welch and Mr. Barpoulis are only vested under the 2006 SERP in the case of a change in control or
death or disability. Accrued SERP benefits are forfeited upon a termination for cause. Mr. Barpoulis (in
the case of a change in control) and Mr. Van Namen are ineligible to commence payment so their amounts
represent the present value of an age 55 lump.sum payment. Mr. Welch (in the case of a change in control)
and Mr. Wright are eligible for immediate lump sum benefits. Lump.sum death benefits are payable imme-
diately. The 2006 SERP provides for a minimum benefit objective of 10% of final average pay (20% in
the case of Mr. Welch) in the case of a change in control or death or disability. Amounts for all executives
represent the present value of accrued benefits payable in lump sum form. The present value of accumu-
lated benefits is calculated using the assumptions under SFAS No. 158, “Employers’ Accounting for
Defined Benefit Pension and Other Postretirement Plans,” as shown in Note 10 to our consolidated finan-
cial statements included in our annual report on Form 10-K for the year ended December 31, 2008.

Includes (a) the cost of continuation of medical, dental and life insurance benefits for a period of one year
following termination of employment in the case of an involuntary not for cause termination; and (b) the
continuation of medical, dental, life insurance and disability benefits for a period of 2.5 years following
termination of employment in the case of a change in control. Amounts vary by executive based on their
specific benefit elections.

Mr. Sewell is the only named executive officer with benefits under the 1999 SERP. Mr. Sewell is eligible
to commence an immediate, unreduced benefit upon termination. Benefits accrued prior to 2005 are pay-
able in the form of an annuity and post-2004 benefits are payable as the lump sum equivalent of such
annuity. Accrued 1999 SERP benefits are forfeited upon a termination for cause. The amount shown is the
actuarial present value of life annuity and lump sum payments. Death benefits are 50% of Mr. Sewell’s
pre-2005 accrued benefit and 100% of his post-2004 accrued benefit, with survivor benefits payable as an
annuity. The present value of accumulated benefits is calculated using the assumptions under SFAS No. 158,
“Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans,” as shown in Note 10
to our consolidated financial statements included in our annual report on Form 10-K for the year ended
December 31, 2008.

In the case of death, Mr. Sewell’s, Mr. Van Namen’s and Mr. Wright’s beneficiaries would be entitled to
survivor annuity benefits under the Retirement Plan and the Pension Restoration Plan and would be eligi-
ble to commence survivor benefits immediately. Mr. Sewell’s survivor benefit is 50% of the amount

Mr. Sewell would receive in the form of a single life annuity. Mr. Van Namen’s survivor’s benefit is 50%

of the amount Mr. Van Namen would receive in the form of a single life annuity and is reduced for early
commencement, subject to a minimum survivor benefit of 25%. Mr. Wright’s survivor’s benefit is the 50%
survivor portion of a joint and survivor annuity and is reduced for early commencement. Benefits accrued
and vested after December 31, 2004 in the Pension Restoration Plan are payable as a lump sum. In the
case of disability, each of the executives would continue to accrue service during periods of disability
rather than commence a retirement benefit.

Change in control agreements provide for an additional 2.5 years of service for vesting, eligibility and ben-
efit accrual for the executive’s retirement benefits. This is done through the executive’s SERP benefit and
accordingly, amount reflects gross benefit with 2.5 year service enhancement, less vested accrued benefits
under the Retirement Plan and the Pension Restoration Plan.
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Equity Compensation Plan Information

The following table gives information about the Company’s common stock that may be issued under the
USEC Inc. 1999 Equity Incentive Plan and the USEC Inc. 1999 Employee Stock Purchase Plan as of
December 31, 2008. '

Number of .
securities to be Weighted-average Number of securities
issued upon exercise exercise price of remaining available
of outstanding outstanding for future issuance
options, warrants options, warrants under equity
Plan category and rights and rights compensation plans

Equity compensation plans approved by

security holders. . . ............... 2,120,000 $8.52 7 5,404,000(1)
Equity compensation plans not approved ' :

by security holders ............... ) — e g

Total .« oo 2,120,000 5,404,000

(1) Includes 5,193,000 shares available for issuance under thé IjSEC Inc. 1999 Equity Incentive. Plan (net of
awards which terminate or are cancelled without being exercised or that are settled for cash) and
211,000 shares (rounded) available for issuance under the USEC Inc. 1999 Employee Stock Purchase
Plan. ) ,
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ITEM 2. APPROVAL OF THE PROPOSED USEC INC. 2009 EQUITY INCENTIVE PLAN

In 1999, the Company’s shareholders approved the 1999 Equity Incentive Plan (the “1999 Plan™) under
which 9,000,000 shares of its common stock were available for awards to be granted under the 1999 Plan. In
2004, the Company’s shareholders approved the First Amendment to the 1999 Plan which among other things
increased the number of shares of its common stock available for awards to be granted under the 1999 Plan to
14,100,000.

On February 25, 2009, the Board approved the USEC Inc. 2009 Equity Incentive Plan (the “2009 Plan™),
subject to shareholder approval at the 2009 Annual Meeting. If approved, the 2009 Plan would replace the
1999 Plan and no further awards would be granted under the 1999 Plan. The 2009 Plan is needed to enable us
to continue to provide equity-based incentives as a key element of our compensatlon program and remain
competitive with our peers. :

The purpose of the 2009 Plan is to advance the long-term interests of the Company and its shareholders
by providing incentives to attract, retain and reward individuals and by promoting the growth and profitability
of the Company and its affiliates. As with the 1999 Plan, the 2009 Plan also includes the ability to grant
awards to our non-employee directors. -

As discussed in the Compensation Discussion and Analysis section of this proxy statement, equity awards
make up a significant portion of total compensation for executives and certain other key employees and are
critical for atfracting, motivating and retaining these employees and aligning their interests with those of the
shareholders. USEC is in a critical transition period as we move from the older gaseous diffusion enrichment
technology to the advanced technology of the American Centrifuge Plant and during this period, our ability to
attract, motivate and retain employees and executives with the requisite skills and experiences to meet these
challenges is essential to our success and the creation of long-term value for our shareholders. As discussed in
the Compensation Discussion and Analysis section, we have been taking steps to conserve cash until we gain
greater clarity on potential funding for our American Centrifuge Plant. One way to conserve cash is to divert
potential cash compensation into equity compensation as was done with respect to a portion of the 2008
annual incentive awards. It is critical that we maintain the ability to provide the necessary equity incentive
awards. ' »

As of March 6, 2009, approximately 2,978 employees and nine non-employee directors are eligible to
participate in the 2009 Plan. If approved, it is expected that initially approximately 46 employees and nine
non-employee directors would participate in the 2009 Plan. Future grants under the 2009 Plan will be made at
the sole discretion of the Committee.

Summary Description of the USEC Inc. 2009 Equity Incentive Plan
General’

The 2009 Plan is summarized below. This summary does not purport to be a complete description of all |
the provisions of the 2009 Plan and is qualified in its entirety by reference to the complete text of the 2009
Plan. A copy of the 2009 Plan is attached as Appendix A to this proxy statement and is incorporated by
reference into this summary.

Key Features of the 2009 Plan .
* An independent committee of the Board administers the 2009 Plan;
* Awards may not be granted later than 10 years from the effective date of the 2009 Plan;

* Awards may be stock options, stock appreciation rights, restricted stock, restricted stock units,
performance awards; and cash-based and other stock-based awards;

» Stock options and stock appreciation rights may not be repriced under the 2009 Plan;
* Stock options and stock appreciation rights may not be granted below fair market value;

* Stock options and stock appreciation rights cannot be exercised more than 10 years from the date of ~
grant;
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o Awards are subject to the following vesting limits: (1) awards other than non-employee director awards
and performance awards will vest no faster than proportionally over a minimum period of three years;
(2) performance awards shall not be vested over a period of less than one year; and (3) up to 210,000
awards may be granted without minimum vesting;

+ Dividends, if any, may not be paid on unvested performance awards;

« Awards granted by the Committee under the 2009 Plan will provide for acceleration of exercisability,
vesting and/or settlement in connection with a change in control where there is also an involuntary
separation from service other than for cause (or by the employee for good reason) (e.g., “double
tigger”); ' .

« Includes a “claw back” provision that requires repayment of all payments in settlement of any awards
earned or accrued during the 12-month period following the first public issuance or filing with the SEC
of a financial document that is subsequently restated as a result of misconduct; and

+ The Board may not make material amendments to the 2009 Plan without shareholder approval,
including an amendment that would (1) materially increase the benefits accrued to participants under
the 2009 Plan, (2) materlally increase the number of shares available under the 2009 Plan (except for
anti-dilution adjustments in the case of certain corporate transactions or events), (3) change the type of
awards that may be granted under the 2009 Plan, (4) materially modify the requirements for
participation in the 2009 Plan, or (5) require approval of the Company’s shareholders under applicable
law, including the rules of any stock exchange upon which the Company’s shares are listed.

Admlmstratwn

The 2009 Plan will be administered by the Compensation Committee of the Board of Directors (the
“Committee”) but may be administered by another committee or subcommittee of our Board appointed by the
Board. The Committee has full power and authority to take all actions necessary to construe and interpret the
2009 Plan, to carry out the purpose and intent of the 2009 Plan, and to establish such rules, regulations and
procedures for the administration of the 2009 Plan as it deems appropriate. The Committee may delegate
certain of its authority under the 2009 Plan, except that no delegation may be made in the case of awards
intended to be qualified under Section 162(m) of the Internal Revenue Code or to be made to officers or
directors of the Company who are subject to Rule 16b-3 under the Securities Exchange Act of 1934, as
amended.

Shares Subject to the Plan ‘

The number of shares of common stock reserved for delivery with respect to awards under the 2009 Plan
is the sum of: (2) 4,500,000 shares, plus (b) the number of shares, if any, underlying grants under the 1999
Plan that are forfeited, canceled, terminated or settled in cash without delivery of shares on or after the date of
approval of the 2009 Plan by the shareholders of the Company. Authorized but unissued shares or treasury
shares, or any combination, may be delivered under the 2009 Plan. If any award, or portion of an award,
expires, is forfeited, or becomes unexercisable, the shares will become available for future grant. Restricted
stock that is forfeited will become available for future grant. In addition, shares that are applied by the
Company, including by net exercise, as payment of the exercise price of any award or in payment of any
applicable withholding for taxes in relation to any award will become available for future grant. As of March 6,
2009, the closing price per share of common stock of the Company as quoted on the New York Stock
Exchange was $3.37.

Awards granted to individuals reasonably expected to be Covered Employees (as defined below) under
Section 162(m) that are intended to qualify for deduction under Section 162(m) of the Internal Revenue Code
(“Section 162(m)”), are subject to limits under the 2009 Plan as follows:

« For options or SARs, the annual grant limit per Covered Employee is 1 ,000,000 shares;

* o Por restricted stock or restricted stock units, the annual grant limit per Covered Employee is
1,000,000 shares;
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* For performance awards settled in shares, the annual grant limit per Covered Employee is
1,000,000 shares; and

"« For cash-based awards or performance awards settled in cash, the annual grant limit per Covered
Employee is $2,000,000.

If the Committee determines that any dividend or other distribution, recapitalization, share split, reverse
share split, reorganization, merger, consolidation, split-up, spin-off, combination, repurchase, exchange of
shares of common stock or other securities of the Company, issuance of warrants or other rights to purchase
shares or other securities of the Company, or other similar corporate transaction or event affects the shares
such that an adjustment is appropriate in order to prevent dilution or enlargement of the benefits or potential
benefits intended to be made available under the 2009 Plan, then the Committee will make adjustments it
deems. equitable, to any or all of: (1) the number of shares with respect to which awards may be granted;

(2) the annual limits on grants to individuals to comply with Section 162(m) described above; (3) the number
of shares subject to-outstanding awards; and (4) the exercise price or strike price with respect to any award.

Eligibility
The Committee may select officers, directors, employees and other individuals providing bona fide

services to or for the Company and its affiliates to receive awards under the 2009 Plan. Non-employee
directors are only eligible to receive the non-employee director awards.

The following types of awards are available under the 2009 Plan:

Stock Options

Options may be either nonqualified stock options or incentive stock options under Section 422 of the
Internal Revenue Code. The exercise price of any stock option may not be less than the fair market value of
the stock on the grant date. Except as otherwise provided in the award, the exercise price of any option is
payable in cash, check or cash equivalent, by tendering shares of common stock, by broker-assisted cashless
exercise, by net exercise, or by such other consideration as the Committee approves (or by any combination
thereof). No stock option will be exercisable more than ten years after the grant. The Committee determines
the terms of each stock option at the time of the grant.

Stock Appreciation Rights

Stock appreciation rights may be granted either in tandem with other awards or as freestanding stock
appreciation rights. The strike price of any stock appreciation right granted in tandem with an option will be
equal to the exercise price per share under the related option. The strike price of any freestanding stock
appreciation right will not be less than the fair market value of a share on the grant date. No stock
appreciation right will be exercisable more than ten years after the grant. Stock appreciation rights will entitle
the holder to receive a payment in cash, in shares or a combination, having an aggregate value equal to the
difference between the fair market value of the underlying shares on the date of exercise and the strike price.
The Committee determines the terms of each stock appreciation right at the time of the grant.

Restricted Stock

Restricted stock ‘may be subject to restrictions, including continued employment, achievement of
performance goals or other criteria. The Committee will determine the purchase price, if any, applicable to
restricted stock awards. Payment of the purchase price for restricted stock, if any, may be made in cash, by
check or cash equivalent or by such other consideration as the Committee approves (or by any combination
thereof). Except for restrictions on transfer and such other restrictions as the Committee may impose on
restricted stock, award holders will have all the rights of a shareholder with respect to the restricted stock,
including dividend and voting rights. The Committee determines the terms of each restricted stock award at
the time of the grant.
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Restricted Stock Units

Restricted stock units may become nonforfeitable contingent upon continued employment, achievement of
performance goals or other criteria deemed appropriate by the Committee. Each restricted stock unit will have
a value equal to the fair market value of one share. Award holders will not have shareholder rights with
respect to the restricted stock units but may receive dividend equivalent rights. Restricted stock units may be
paid in cash, shares or other consideration, as determined by the Committee. The Committee determines the
terms of each restricted stock unit award at the time of the grant.

Performance Awards

Performance awards may be payable in cash or shares or a combination of both, contingent on the level
of attainment of performance goals. The Committee will establish performance measures and the performance
period applicable to each performance goal and will determine the level of attainment of the performance '
goals. Performance awards may include dividend equivalent rights, except that dividends may not be paid on
unvested performance awards. Performance awards may, but need not, include performance criteria that satisfy
Section 162(m).

Section 162(m) disallows our deduction for compensation in excess of $1,000,000 paid to our chief
executive officer and the three other most highly paid executive officers named in the summary compensation
table (other than the Chief Financial Officer) (“Covered Employees™). However, performance-based compen-
sation payable solely on account of attainment of one or more performance goals is not subject to this
deduction limitation if the performance goals are objective, pre-established and determined by a compensation
committee comprised solely of two or more outside directors, the material terms under which the compensa-
tion is to be paid are disclosed to the shareholders and approved by a majority vote, and the compensation
committee certifies that the performance goals and other material terms were in fact satisfied before the
compensation is paid. The deduction limitation would not apply to compensation otherwise deductible on
account of the exercise of stock options (and stock appreciation rights) granted under the 2009 Plan with an
exercise price (or strike price) no less than the fair market value of a share on the date of grant provided the
plan limits the number of shares that may be awarded to any individual and is approved by our shareholders.
The 2009 Plan is designed so that if the 2009 Plan is approved by our shareholders, the Committee may grant
awards that satisfy the performance-based compensation exception under Section 162(m).

To the extent that awards are intended to qualify for the performance-based compensation exception
under Section 162(m), the performance criteria will be based on the achievement of any one or more of the
following performance measures, as determined by the Committee:

* revenue, « cash flow(s);

* sales; * free cash flow;

* expenses; * operating cash flow;

¢ operating income; "« balance of cash, cash equivalents and market-

* gross profit; able securities;

* gross margin; * stock price;

« operating margin; » earnings or book value per share;

« earnings before any one or more or a combina- * earnings per share;
tion of: stock-based compensation expense, « diluted earnings per share;
interest, taxes, depreciation and amortization; « return on shareholder equity;
* pre-tax profit; * return on capital;
* operating income or profit; « Teturn on assets;
* net operating income; * return on equity;
* net income; * return on capital, capital employed or
* after tax operating income; investment;
* economic value added; * return on investment;
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+ ‘employee satisfaction; * production (separative work units or SWUs);

. employee retention, customer satisfaction, safety ¢ stock price or total shareholder return;

or diversity, market share product development; + dividends; and
* research and development expenses; * strategic business objectives, consisting of one
 completion or attainment of objectively deter- or more objectives based on meeting specified
minable targets with respect to an identified cost targets, business expansion goals, and goals
special project; relating to acquisitions or divestiture.

* total sales or revenues or sales or revenues per
. employee;

- Awards not subject to Section 162(m) and awards not intended to qualify for the performance-based
compensation exception may be subject to any other performance criteria established by the Committee.

Cash-Based and Other Stock-Based Awards

Cash-based or other stock-based awards will be payable in cash, shares or other securities or any
combination thereof as the Committee determines. Holders of other stock-based awards will not have the
rights of a shareholder until shares are delivered but may receive dividend equivalent rights. The Committee
determines the terms of each cash-based award or other.stock-based award at the time of the grant.

Transferability .

Unless otherwise determined by the Committee, a;vards under the 2009 Plan may not be transferred
except by will or the laws of descent and distribution and during his or her lifetime, awards may be exercised
only by the grantee

Non-Emplbyeé Director Awards

The Committee may. provide that all or any portion of a non-employee director’s annual retainer, any
committee or other chairman fees, and any other fees will be payable, either automatically, or at the election
of the non-employee director, in the -form of nonqualified stock options, restricted stock, restricted stock units
or other stock-based awards. Non- employee director awards will be subject to the terms and conditions

established by the Committee.

Special Vesting Rules

The vesting conditions for awards will be determmed by the Comumittee; provided, however, that awards
other than non-employee director awards and performance awards will vest no faster than proportionally over
a minimum period of three years. Up to 210,000 shares may be granted under the 2009 Plan without the. above
minimum Vestlng requlrements , ,

Change in Control

The Committee may provide for the full or partial acceleration of the exercisability, vesting and/or
settlement of an award or any portion thereof in connection with a change in control, upon such conditions,
including termination of the grantee’s service prior to, upon or following such change in control, to such
extent as the: Committee shall determine.

Amendment and Termination

The Board may at any time suspend or terminate the 2009 Plan. The Board may amend the 2009 Plan at
any time, provided that the Board may not make material amendments to the 2009 Plan without shareholder
approval, including an amendment that would (1) materially increase the benefits accrued to participants under
the 2009 Plan, (2) materially increase the number of shares available under the 2009 Plan (except for anti-
dilution adjustments in the case of certain corporate transactions or events), (3) change the type of awards that

&
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may be granted under the 2009 Plan, (4) materially modify the requirements for participation in the 2009 Plan,
or (5) require approval of the Company’s shareholders under applicable law, including the rules of any stock
exchange upon which the Company’s shares are listed.

No awards may be granted under the 2009 Plan after February 25, 2019.

Certain Federal Income Tax Consequences

The following discussion is a brief summary of the principal United States federal income tax treatment
under current federal income tax laws, of awards authorized under the 2009 Plan, if the plan is approved by
our shareholders. This summary is not intended to be exhaustive or to constitute tax advice, and, among other
things, does not describe state, local or foreign income and other tax consequences.

Incentive Stock Options

An optionee will not recognize any taxable income at the time of grant or timely exercise of an incentive
stock option, and the Company will not be entitled to a tax deduction with respect to such grant or exercise.
Exercise of an incentive stock option may, however, give rise to taxable income subject to applicable
withholding taxes, and a tax deduction to the Company, if the incentive stock option is not exercised timely. or
if the optionee subsequently engages in a “disqualifying disposition,” as described below. To be a timely
exercise for this purpose, the exercise generally must occur while the optionee is employed by the Company
or within three months after termination of employment. The amount by which the fair market value of the
common stock on the exercise date of an incentive stock option exceeds the exercise price generally will
increase the optionee’s alternative minimum taxable income in the year of exercise.

An optionee who pays the option exercise price upon exercise of an option, in whole or in part, by
delivering already owned shares of stock generally will not recognize gain or loss on the shares surrendered at -
the time of such delivery. Rather, such gain or loss recognition generally will occur upon disposition of the
shares acquired in substitution for the shares surrendered.

An optionee will recognize long-term capital gain or loss upon his or her disposition of shares acquired
upon the exercise of an incentive stock option if such disposition occurs at least one year after the transfer of
the shares to such optionee and at least two years after the date of grant of the incentive stock option. Such
long-term capital gain or loss will be measured by the difference between the amount realized on such
disposition and the option exercise price. If, however, an optionee disposes of shares acquired upon the
exercise of an incentive stock option within two years after the date of grant of the incentive stock option or
within one year from the date of transfer of the incentive stock option shares to the optionee, such sale or
exchange will generally constitute a “disqualifying disposition” of such shares and will have the following
results: any excess of (a) the lesser of (i) the fair market value of the shares at the time of exercise of the
incentive stock option and (ii) the amount realized on such disqualifying disposition of the shares over (b) the
option exercise price of such shares, will be ordinary income to the optionee, and the Company will be entitled
to a tax deduction in the amount of such income. Any further gain or loss after the date of exercise generally
will qualify as capital gain or loss and will not be deductible by the Company.

Nongqualified Stock Options

An optionee will not recognize any taxable income upon the grant of a nonqualified stock option, and the
Company will not be entitled to a tax deduction with respect to such grant. Upon exercise of a nonqualified
stock option, the excess of the fair market value of the common stock on the exercise date over the option
exercise price will be taxable as ordinary income to the optionee and will be subject to applicable withholding
taxes. The Company will generally be entitled to a tax deduction at such time in the amount of such ordinary
income. The optionee’s tax basis for the common stock received pursuant to the exercise of a nonqualified
stock option will equal the sum of the ordinary income recognized and the exercise price.

An optionee who pays the option exercise price upon exercise of an option, in whole or in part, by
delivering already owned shares of stock generally will not recognize gain or loss on the shares surrendered at
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the time of such delivery. Rather, such gain or loss recognition generally will occur upon disposition of the
shares acqurred in subst1tut1on for the shares surrendered

In the event of a sale of common stock recelved upon the exercise of a nonqualified stock option, any
appreciation or depreciation after the exercise date generally will be taxed as capital gain or loss.

Stock Appreciation Rights

An award holder will not recognize any income upon the grant of a stock appreciation right. If the stock
appreciation right is settled in .cash, the cash will be taxed as ordinary income to the award holder at the time
it is received. If the stock apprecratlon right is settled in stock, the difference between the fair market value of
the stock received and the aggregate strike price will be taxed as ordinary income to the award holder The
Company will generally be entitled to a tax deduction in the amount of and at the same time that ordinary
income is required to be recognized by the award holder as a result of the exercise.

Restricted Stock

An award holder will not recognize any income upon the grant of restricted stock unless he or she elects
under Section 83(b) of the Internal Revenue Code, within thirty days of such receipt, to recognize ordinary
income in an amount equal to the fair market value of the restricted stock at the time of receipt, less any
amount paid for the shares. If the election is made, the award holder will not be allowed a deduction for
amounts subsequently required to be returned to the Company. If the election is not made, the award holder
generally will recognize ordinary income, on the date that the shares are no longer subject to a substantial risk
of forfeiture, in an amount equal to the fair market value of such shares on such date, less any amount paid
for the shares. At the time ordinary income is recognized, the Company generally will be entitled to a
deduction in the same amount, subject to the application of Section 162(m).

Generally, upon a sale or other disposition of restricted stock with respect to which the award holder
recognized. ordinary income, the award holder will recognize capital gain or loss in an amount equal to the
difference between the amount realized on such sale or other disposition and the award holder’s basis in such
shares. The Company is not entitled to any fiirther deduction.

Restricted Stock Units, Performance Awards, Cash-Based Awards and Other Stock-Based Awards

In 'general', the grant of restricted stock units, performance awards, cash-based awards and other stock-
based awards will not result'in income for the award holder or in a tax deduction for the Company. Upon the
settlement of such an award, the award holder will recognize ordinary income equal to the aggregate value of
the payment received, and the Company generally will be entitled to a tax deductlon in the same amount,
subject to the application of Section 162(m).

Plan Benefits

Future benefits under the 2009 Plan are not currently determinable because participation and the types of
awards available for grant under the plan are subject to the discretion of the Committee. To date 181,452
awards have been granted under the 2009 Plan, subject to approval of the plan by the shareholders. This
included a grant of restricted stock under the Company’s Long-Term Incentive Program to the Chief Executive
Officer for 2009. If the 2009 Plan is not approved by the shareholders, this award will become null and void.

The approval of the 2009 Plan requires the affirmative vote of a majority of the shares present at the
annual meeting in person or by proxy and entitled to vote on this matter; provided that the total votes cast on
the proposal represent more than 50% of USEC s outstanding shares of common stock as of the récord date.

.. The Board recommends votmg FOR the approval of the proposed USEC Inc 2009 Equity Incentive
Plan
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ITEM 3. APPROVAL OF PROPOSED USEC INC. 2009 EMPLOYEE STOCK PURCHASE PLAN

In February 1999, the Company established the 1999 Employee Stock Purchase Plan (the “1999 Stock
Purchase Plan”), an employee stock purchase plan under which 2,500,000 shares of its common stock were
authorized for sale to participating employees. In April 2008, the Company’s shareholders approved an
increase in the number of shares authorized for issuance under the 1999 Stock Purchase Plan by 250,000 to
2,750,000 and extended the term by two years from February 2, 2009 until February 2, 2011.

As of March 6, 2009, there were approximately 211,405 shares available for purchase in the current and
future offering periods under the 1999 Stock Purchase Plan, which may not be sufficient for the program to
continue beyond 2009. In order to continue this valuable program, on February 25, 2009, the Board of
Directors adopted the 2009 Employee Stock Purchase Plan (the “2009 Stock Purchase Plan™), subject to
approval by our shareholders.

The purpose of the 2009 Stock Purchase Plan is to provide employees with the opportunity to become
equity owners of the Company by purchasing shares of common stock through generally semi-annual offerings
financed by payroll deductions. As of January 1, 2009 (the beginning of the current offering period under the
1999 Stock Purchase Plan), approximately 2,800 employees were eligible to participate. During the offering
period ended December 31, 2008, approximately 340 employees participated in the 1999 Stock Purchase Plan.

Summary Description of the USEC Inc. 2009 Employee Stock Purchase Plan

The 2009 Stock Purchase Plan is summarized below. This summary does not purport to be a complete
description of all the provisions of the 2009 Stock Purchase Plan and is qualified in its entirety by reference to
the complete text of the 2009 Stock Purchase Plan. A copy of the 2009 Stock Purchase Plan is attached as
Appendix B to this proxy statement and is incorporated by reference into this summary.

General

The, 2009 Stock Purchase Plan is intended to comply with the requirements of Section 423 of the Internal
Revenue Code, thereby assuring the participants the associated tax advantages. These tax advantages are
described below in the Section entitled “Certain Federal Income Tax Consequences.”

Administration

The 2009 Stock Purchase Plan will be administered by a committee of the Board (the “Committee”),
which has been so designated by the Board. The Compensation Committee of the Board currently has been
designated as the administrator of the 2009 Stock Purchase Plan. The Committee has full authority to construe
and interpret the 2009 Stock Purchase Plan, and may make such rules and regulations and establish such
procedures for the administration of the 2009 Stock Purchase Plan as it deems appropriate.

Shares Available for Purchase

Subject to adjustment as described below, the number of shares of common stock that may be sold under
the 2009 Stock Purchase Plan may not exceed 1,000,000. For purposes of the 2009 Stock Purchase Plan,
shares of common stock may be authorized but unissued shares, treasury shares or shares purchased on the
open market or from private sources. If the Committee determines that any dividend, other distribution,
recapitalization, stock split, reverse stock split, reorganization, merger, consolidation, split-up, spin-off,
combination, repurchase, exchange of shares of common stock or other securities of the Company, issuance of
warrants or other rights to purchase shares of common stock or other securities of the Company, or other
similar corporate transaction or event, affects the common stock such ‘that an adjustment is appropriate to
prevent dilution or enlargement of the benefits under the 2009 Stock Purchase Plan, then the Committee shall
make such equitable adjustments in the 2009 Stock Purchase Plan and then outstanding offering, as it deems
necessary or appropriate, including changing the number of shares of Company securities reserved under the
2009 Stock Purchase Plan and the purchase price of the then current offering.
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Participation and Offerings

Subject to certain procedural requirements, all employees of the Company and any incorporated
subsidiaries that are designated by the Committee who-have at least six months of service and work at least
20 hours per week or five months in any calendar year, will be eligible to participate in the 2009 Stock
Purchase Plan, except that employees who are 5% or more shareholders of the Company or any subsidiary of
the Company will not be eligible to participate.

Pursuant to the 2009 Stock Purchase Plan, during each offering period (generally a six-month period, or
such other period, not to exceed one year, as determined by the Committee), each eligible employee will be
permitted to make an election to authorize regular payroll deductions for the purchase of shares of common
stock. Payroll deductions may be in an amount equal to 1% to 10% of the employee’s compensation (as
defined in the 2009 Stock Purchase Plan), as elected by the employee, for each payroll period. However, the
fair market value of the shares of common stock that may be purchased by any employee under the 2009
Stock Purchase Plan during any calendar year may not exceed $25,000.

Payroll deductions are credited to recordkeeping accounts..At the end of the offering period, shares of
common stock will be purchased on behalf of participating employees with their accumulated payroll
deductions at a purchase price equal to 85% of the fair market value of the common stock on the date the
offering period ends. Participants may withdraw from the 2009 Stock Purchase Plan during an offering period
and will receive their accumulated payroll deductions, but may not resume participation until the following
offering period.

Change in Control

Upon the occurrence of a change in control (as defined in the 2009 Stock Purchase Plan), if the
Committee determines that the operation or administration of the 2009 Stock Purchase Plan could prevent
participants from obtaining the benefit of accrued purchase rights thereunder, the 2009 Stock Purchase Plan
may be terminated in any manner deemed by the Committee to provide equitable treatment to participants.

Nontransferable Right to Purchase

Neither payroll deductions credited to a participant’s account, nor any rights with respect to the purchase
of shares of common stock that are granted to a participant under the 2009 Stock Purchase Plan may be
assigned, transferred, pledged or otherwise disposed of in any way, other than by will, the laws of descent and
distribution or beneficiary designation.

Restrictions on Resale

Shares of common stock purchased under the 2009 Stock Purchase Plan by a participant will be subject
to a one-year restriction on the sale of such shares.

Amendment or Discontinuance

The Company’s Board or the Committee may at any time and for any reason amend, suspend or
discontinue the 2009 Stock Purchase Plan. However, no amendment will increase the maximum aggregate
number of shares that may be issued under the 2009 Stock Purchase Plan or change the designation of the
‘corporations or class of corporations whose employees may participate in the 2009 Stock Purchase Plan
without the approval of the Company’s shareholders within 12 months before or after such action by the
Company’s Board or the Committee.

Term

The 2009 Stock Purchase Plan will expire upon completion of any offering period under which the
limitation on the total number of shares of common stock reserved for issuance under the 2009 Stock Purchase
Plan has been reached unless the 2009 Stock Purchase Plan is sooner terminated by the Company’s Board.
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Certain Federal Income Tax Consequences

The following discussion is a brief summary of the principal United States federal income tax
consequences under current federal income tax laws relating to purchases under the 2009 Stock Purchase Plan.
This summary is not intended to be exhaustive or to constitute tax advice, and, among other things, does not
describe state, local or foreign income and other tax consequences. ~

The 2009 Stock Purchase Plan, and the right of participants to make purchases thereunder, is intended to
qualify under the provisions of Section 423 of the Internal Revenue Code. Under the applicable Internal
Revenue Code provisions, no.income will be taxable to a participant until the sale or other disposition of the
shares purchased under the 2009 Stock Purchase Plan. Upon such sale or disposition, the participant will
generally be subject to tax in an amount: that depends upon the length of time such shares are held by the
participant prior to disposing of them. If the shares are sold or disposed of more than two years from the first
day of the offering period during which the shares were purchased and one year from the date of purchase, or
if the participant dies while holding the shates, the participant (or his or her estate) will recognize ordinary
income measured as the lesser of (1) the excess of the fair market value of the shares at the time of such sale
or disposition over the purchase price; or (2) an amount equal to 15% of the fair market value of the shares as
of the first day of the offering period. Any additional gain will be treated as long-term capital gain. If the
shares are held for the holding periods described above but are sold for a price that is less than the purchase
price, there is no ordinary income and the participating employee has a long-term cap1ta1 loss for the
difference between the sale price and the purchase price.

If the shares are sold or otherwise disposed of before the expiration of the holding periods described
above, the participant will recognize ordinary income generally measured as the excess of the fair market
value of the shares on the date the shares are purchased over the purchase price. Any additional gain or loss
on such sale or disposition will be long-term or short-term capital gain or loss, depending on how long the
shares were held following the date they were purchased by the participant prior to disposing of them.

The Company is not entitled to a deduction for amounts taxed as ordmary income or capital gain to a
participant except to the extent of ordinary income recognized upon a sale or disposition of shares prior to the
expiration of the holding periods described above.

Plan Benefits

The benefits that will be received or allocated to eligible employees under the 2009 Stock Purchase Plan
cannot be determined at this time because the amount of contributions set aside to purchase shares of the
common stock under the 2009 Stock Purchase Plan (subject to the limitations discussed above) is entirely
within the discretion of each participant.

As of March 6, 2009, 2,538,595 shares of our common stock had been purchased 4under the 1999 Stock
Purchase Plan. The following table gives the dollar value of the benefit (the 15% discount on the purchase
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price) during the fiscal year ended December 31, 2008 and the number of shares that were purchased under
the 1999 Stock Purchase Plan by the persons and groups 1dent1f1ed below during such period:

Aggregate Number of

Shares Purchased
Dollar Value of under the 1999 Stock
Benefit in the Purchase Plan in the
Fiscal Year Ended Fiscal Year Ended
Name . December 31, 2008 - December 31, 2008
Named Executive Officers: '
JohnK. Welch ............... P T $ 0 ' 0
President and CEO ' A o
John C. Barpoulis . . ..o vvvn e $ 0 0
Senior Vice President and CFO
Philip G. Sewell . . . covvee et $ 0 0
Senior Vice President, American Centrifuge and Russian
HEU
Robert Van Namen . .. ... ittt $ 723 : 934
Senior Vice President, Uranium Enrichment
W.Lance Wright. . .. ..o vt e $. 0 0
Senior Vice President, Human Resources and '
Administration
Total for All Executive Officers (12 persons) .......... $ 1,183 1,529
Non-Executive Director Group (9 persons). ... ........ N/A N/A
All employees who are not executive officers, as a $101,336 130,354
group .. .... R P '
Total ... .. e e e e e $102,519 131,883

The approval of the 2009 Stock Purchase Plan requires the affirmative vote of a majority of the shares
present at the annual meeting in person or by proxy and entitled to vote on this matter.

The Board recommends voting FOR the approval of the proposed USEC Inc. 2009 Employee Stock
Purchase Plan. -
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ITEM 4. RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

The Audit and Finance Committee of the Company has appointed the firm of PricewaterhouseCoopers
LLP to serve as the independent auditors of the Company for 2009, subject to ratification of this appointment
by the shareholders of the Company. PricewaterhouseCoopers LLP has advised the Company that neither it
nor any member thereof has any direct or material indirect financial interest in the Company or any of its
subsidiaries in any capacity. One or more representatives of PricewaterhouseCoopers LLP will be present at
the Annual Meeting and will have an opportunity to make a statement if he or she desires to do so.
PricewaterhouseCoopers LLP representatives will also be available to respond to appropriate questions.

The Audit and Finance Committee has sole authority for appointing and terminating USEC’s independent
auditors for 2009. Accordingly, shareholder approval is not required to appoint PricewaterhouseCoopers LLP
as USEC’s independent auditors for 2009. The Audit and Finance Committee believes, however, that
submitting the appointment of PricewaterhouseCoopers LLP to the shareholders for ratification is a matter of
good corporate governance. If the shareholders do not ratify the appointment, the Audit and Finance
Committee will review its future selection of the Company’s independent auditors.

The ratification of the appointment of PricewaterhouseCoopers LLP as USEC’s independent auditors
requires the affirmative vote of a majority of the shares present at the meeting in person or by proxy and
entitled to vote.

The Board recommends voting FOR ratification of the appointment of PricewaterhouseCoopers
LLP as USEC’s independent auditors.

Audit and Non-Audit Fees

The Audit and Finance Committee pre-approves all audit and non-audit services provided by the
independent auditors prior to the engagement of the independent auditors with respect to such services. The
Audit and Finance Committee has delegated pre-approval authority to the Chairman of the Audit and Finance
Committee, who presents any decisions to the full Audit and Finance Committee at its next scheduled meeting.
The following amounts were billed to the Company by the independent auditors for services rendered for the
periods indicated:

Amount Billed Amount Billed
For Year Ended For Year Ended
Type of Fee December 31, 2008  December 31, 2007
(In thousands) (In thousands)
AUt FEES(1) - . v v v v e e e e e e e . $ 9% $1,088
Audit-Related Fees(2). . . ... oo ii i i $ 300
Tax Fees(3) « v ittt e e $ 66 $ 99
All OtherFees(4) . . ... it $ 3 $ 2
Total . ... e $1,065 $1,489

(1) Primarily audits of the financial statements for both periods including internal control testing over financial
reporting and reviews of quarterly financial statements for both periods.

(2) Securities issuance efforts in 2007 and SEC comment letter in 2007.
(3) Primarily services related to selected tax projects and IRS audit assistance for both periods.

(4) Service fee for access to electronic publication.
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AUDIT AND FINANCE COMMITTEE REPORT

The Audit and Finance Committee of the Board of Directors is comprised of four independent directors
and operates under a written charter. The Committee meets with the internal and independent aunditors, with
and without management present, to facilitate and encourage private communication.

In ﬁ.llﬁlling' its responsibilities, the'Committee has reviewed and discussed with management and the ,
independent auditors the Company’s audited consolidated financial statements for the year ended December 31,
2008. -

The Committee has discussed with _the independent auditors the matters required to be discussed by
Statement on Auditing Standards No. 61, Communication with Audit Committees, as amended. In addition, the
Committee has’received' the writtén disclosures and the letter from the independent accountant required by
applicable requirements of the Public Company Accounting Oversight Board regarding the independent
accountant’s communications with the Committee concerning independence, and has discussed with the
1ndependent accountant the 1ndependent accountant’s independence.

The Committee con81dered and concluded that the provision of non-audit services by the independent
auditors was compatible with maintaining their independence.

In reliance on the fev1ews and discussions referred to above, the Committee recommended to the Board
of Directors that the audited consolidated financial statements referred to above be included in the Company’s
Annual Report on Form 10-K for the year ended December 31, 2008.

Audit and Finance Committee

Joseph F. Paquette, Jr., Chairman -
Michael H. Armacost

Joseph T. Doyle

W. Henson Moore

In accordance with SEC rules, notwithstanding anything to the contrary set forth in any of the Company’s
previous or future filings under the Securities Act of 1933, as amended, or the Securities Exchange Act of
1934, as amended, that might incorporate this proxy statement or future filings made by the Company under
those statutes, the information included under the captions “Compensation Committee Report,” and “Audit
and Finance Committee Report” shall not be deemed “soliciting material” or to be “filed” with the SEC and
shall not be deemed incorporated by reference into any of those prior filings or into any future filings made by
the Company under those statutes, except to the extent that the Company specifically incorporates these items
by reference. '
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DATE FOR SUBMISSION OF SHAREHOLDER PROPOSALS AND OTHER INFORMATION

Date for ‘Submission of Shareholder Proposals

Under the SEC rules, in order to be considered for inclusion in USEC’s proxy statement for the 2010
annual meeting of shareholders, proposals from shareholders must be received by the Secretary of the
Company at Two Democracy Center, 6903 Rockledge Drive, Bethesda, Maryland 20817 not later than
November 20, 2009. ‘

Our bylaws contain an advance notice provision regarding shareholder proposals that are not sought to be
included in the Company’s proxy statement, which provides that, to be timely, a shareholder’s notice of
intention to bring lglisiness before a meeting must be delivered to the Company’s Secretary, at the Company’s
principal executive office, not less than 90 days nor more than 120 days prior to the anniversary date of the
previous year’s annual meeting, unless the date of the next annual meeting is more than 30 days before or
more than 60 days after such anniversary date, in which case notice must be received not later than the tenth
day following the day on which notice of the meeting is mailed or public disclosure of the date of the annual
meeting is made. Accordingly, shareholder nominations for director or other proposed items of business
intended to be brought before the next annual meeting of shareholders must be received by the Company
between December 31, 2009 and January 30, 2010 in order to be considered timely, unless the Company gives
notice that the date of the annual meeting is more than 30 days before, or more than 60 days after, April 30,
2010. Any proposals received outside of that period will not be permitted to be raised at the meeting.

Other Matters

As of the date of this Proxy Statement, the Board of Directors does not know of any matters to be
presented at the 2009 Annual Meeting other than those specifically set forth above. If other matters should
properly come before the Annual Meeting or any adjournment thereof, including shareholder proposals that
have been excluded pursuant to Rule 14a-8 under the Securities Exchange Act of 1934, the persons named as
proxies in the enclosed proxy card intend to vote the shares represented by them in accordance with their best
judgment with respect to such matters.

By order of the Board of Directors,

P> B St

Peter B. Saba
Senior Vice President, General Counsel and Secretary

Bethesda, Maryland
March 19, 2009
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APPENDIX A

USEC Inc.
2009 Equity Incentive Plan

1. Establishment, Duration and Purpose of Plan.

1.1  Establishment and Duration of Plan. USEC Inc., a Delaware corporation (the “Company”), hereby
establishes the USEC Inc. 2009 Equity Incentive Plan (the “Plan”). The Plan is effective February 25, 2009
(the “Effective Date”), subject to the approval of the shareholders of the Company. The Plan shall continue in
effect until its termination by the Committee; provided, however, that any Award shall be granted, if at all,
within ten (10) years from the Effective Date.

1.2 Purpose. The purpose of the Plan is to advance the interests of the Company, its Affiliates and its
shareholders by providing incentives to attract, retain and reward individuals performing services for the
Company or its Affiliates and by promoting the growth and profitability of the Company and its Affiliates.
The Plan seeks to achieve this purpose by providing for Awards in the form of Options, Stock Appreciation
Rights, Restricted Stock Units, Restricted Stock, Performance Awards, Cash-Based Awards and Other Stock-
Based Awards.

2. Definitions. Whenever used herein, the following terms shall have their respective meanings set
forth below.

2.1 “Affiliate” means an entity that directly, or indirectly through one or more intermediary entities,
controls the Company or (b) an entity that is controlled by the Company directly or indirectly through one or
more intermediary entities. For this purpose, the terms “control” and “controlled by” mean ownership of
(i) stock possessing more than fifty percent (50%) of the total combined voting power of all classes of stock
entitled to vote, or more than fifty percent (50%) of the total value of all shares of all classes of stock of such
corporation, or (ii) an aggregate of more than fifty percent (50%) of the profits interest or capital interest of a
non-corporate entity; provided, that with respect to any entity in which the Company owns at least a twenty
percent (20%) interest but less than or equal to a fifty percent (50%) interest, the Committee may determine
that such entity will be an Affiliate for purposes of this Plan or for purposes of any Award under this Plan if
the Committee has determined prior to the granting of such Award that there are legitimate business criteria
for treating such entity as an Affiliate.

2.2 “Award” means any Option, Stock Appreciation Right, Restricted Stock, Restricted Stock Unit,
Performance Award, Cash-Based Award or Other Stock-Based Award.

2.3 “Award Agreement” means a written agreement, contract, or other instrument evidencing an Award
setting forth the terms and conditions of an Award which shall incorporate the terms of the Plan by reference.

2.4 “Board” means the Board of Directors of the Company.
2.5 “Cash-Based Award” means an Award granted to a grantee as described in Section 11.1.

2.6 “Cause” means, unless otherwise defined in the applicable Award Agreement, any of the following:
(a) the engaging by the grantee in willful misconduct that is injurious to the Company or its Affiliates, (b) the
embezzlement or misappropriation of funds or material property of the Company or its Affiliates by the
grantee, or the conviction of the grantee of a felony or the entrance of a plea of guilty, or nolo contendere by
the grantee to a felony, (c) the willful failure or refusal by the grantee to substantially perform his or her
duties or responsibilities that continues after demand for substantial performance is delivered by the Company
to the grantee that specifically identifies the manner in which the Company believes the grantee has not
substantially performed his or her duties (other than any such failure resulting from the grantee’s incapacity
due to Disability). For purposes of this definition, no act, or failure to act, on the grantee’s part shall be
considered “willful” unless done, or omitted to be done, by him or her not in good faith and without
reasonable belief that his or her action or omission was in the best interest of the Company. Any determination
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of Cause shall be made by the Committee in its sole discretion. Any such determination shall be final and
binding on a grantee.

2.7 “Change in Control” means, unless such term or an equivalent term is otherwise defined in the
applicable Award Agreement, the occurrence of any of the following:

(a) any “Person,” as such term is used in Sections 13(d) and 14(d) of the Exchange Act or Persons
acting as a group (other than (A) the Company, (B) any trustee or other fiduciary holding securities under
an employee benefit plan of the Company, and (C) any corporation owned, directly or indirectly, by the
shareholders of the Company in substantially the same proportions as their ownership of Shares), is or
becomes the “beneficial owner” (as defined in Rule 13d-3 under the Exchange Act), directly or indirectly,
of securities of the Company by reason of having acquired such securities during the 12-month period
ending on the date of the most recent acquisition (not including any securities acquired directly from the
Company or its Affiliates) representing thirty percent (30%) or more of the total voting power of the
Company’s then outstanding voting securities;

(b) the majority of members of the Company’s Board is replaced during any 12-month period by
directors whose appointment or election is not endorsed by a majority of the members of the Company’s
Board before the date of the appointment;

(c) there is consummated a merger or consolidation of the Company or any subsidiary of the
Company with any other corporation or other entity, resulting in a change described in clauses (a), (b),
(d), (e) or (f) of this definition, other than (A) a merger or consolidation that would result in the voting
securities of the Company outstanding immediately prior thereto continuing to represent (either by
remaining outstanding or by being converted into voting securities of the surviving or parent entity) more
than sixty percent (60%) of the total voting power of the voting securities of the Company or such
surviving or parent entity outstanding immediately after such merger or consolidation or (B) a merger or
consolidation effected to implement a recapitalization of the Company (or similar transaction) in which
no Person, directly or indirectly, acquired forty percent (40%) or more of the total voting power of the
Company’s then outstanding securities (not including any securities acquired directly from the Company
or its Affiliates);

(d) a liquidation of the Company involving the sale to any Person or Persons acting as a group of at
least forty percent (40%) of the total gross fair market value of all of the assets of the Company
immediately before the liquidation;

(e) the sale or disposition by the Company or any direct or indirect subsidiary of the Company to
any Person or Persons acting as a group (other than any subsidiary of the Company) of assets that have a
total fair market value equal to forty percent (40%) or more of the total gross fair market value of all of
the assets of the Company and its subsidiaries (taken as a whole) immediately before such sale or
disposition (or any transaction or related series of transactions having a similar effect), other than a sale
or disposition by the Company or any direct or indirect subsidiary of the Company to an entity, at least
sixty percent (60%) of the total voting power of the voting securities of which is beneficially owned by
shareholders of the Company in substantially the same proportions as their beneficial ownership of the
Company immediately prior to such sale;

(f) the sale or disposition by the Company or any direct or indirect subsidiary of the Company to
any Person or Persons acting as a group (other than any subsidiary of the Company) of a subsidiary or
subsidiaries of the Company credited under GAAP with forty percent (40%) or more of the total revenues
of the Company and its subsidiaries (taken as a whole) in the current fiscal year or in any of the two
most recently completed fiscal years (or any transaction or related series of transactions having a similar
effect), other than a sale or disposition by the Company or any direct or indirect subsidiary of the
Company to an entity, at least sixty percent (60%) of the total voting power of the voting securities of
which is beneficially owned by shareholders of the Company in substantially the same proportions as
their beneficial ownership of the Company immediately prior to such sale; or
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(g) a change of the kind described in clauses (a), (b), (c), or (d) of this definition with respect to any
Material Subsidiary (with such determination made by replacing “Company” with “Material Subsidiary”
in each instance in such clauses); provided, however, that for purposes of applying this provision to
clause (a) of this definition, a “Change in Control” shall not be deemed to occur solely as a result of a
Person or Persons acting as a group becoming the beneficial owner (as determined under clause (a) of
this definition) of less than fifty percent (50%) of the ownership interests of a Material Subsidiary, but
shall be deemed to occur if such Person or Persons acting as a group thereafter become the beneficial
owner (as determined under clause (a) of this definition) of fifty percent (50%) or more of the ownership
interests of such Material Subsidiary. C

7.8 “Code” means the Internal Revenue Code of 1986, as amended from time to time, and any
regulations or administrative guidelines promulgated thereunder.

2.9 “Committee” means the Compensation Committee of the Board, or such other committee or
subcommittee of the Board as may be duly appointed to administer the Plan and having such powers as shall
be specified herein or by the Board. If, at any time, there is no committee of the Board then authorized or
properly constituted to administer the Plan, the Board shall exercise all of the powers of the Committee
granted herein, and, in any event, the Board may in its discretion exercise any or all of such powers. For
purposes of Awards granted to Non-Employee Directors pursuant to Section 12 of the Plan, references to the
Committee shall be deemed to be references to the Board. For purposes of qualifying transactions as exempt
under Rule 16b-3, the Committee shall be the entire Board or a Committee established by the Board of two or
more “non-employee directors” within the meaning of Rule 16b-3. To the extent desirable to qualify Awards
granted under the Plan for the Section 162(m) Exemption, the Committee shall consist exclusively of two or
more “outsidedirectors” within the meaning of Section 162(m) of the Code.

2.10 “Company” means USEC Inc., a Delaware corporation.

2.11 “Covered Employee” means any employee who is designated by the Committee at the time of any
Award or at any subsequent time as reasonably expected to be a “covered employee” as defined in
Section 162(m) of the Code and related regulations, or any successor statute, and related regulations.

2.12 “Disability” means, unless otherwise defined in the applicable Award Agreement, a disability that
would qualify as such under the Company’s then current long-term disability plan; provided, that with respect
to Incentive Stock Options, “Disability” means the permanent and total disability of the grantee, within the
meaning of Section 22(e)(3) of the Code. ' ~

2.13 “Dividend Equivalent Right” means the right of a grantee, granted at the discretion of the
Committee or as otherwise provided by the Plan or the Award Agreement, to receive a credit for the account
of such grantee in an amount equal to the amount of ordinary cash dividends paid on one Share represented
by an Award held by such grantee payable in cash, Shares or other securities or other property as determined
by the Committee. Dividend Equivalent Rights shall be forfeited or cancelled if the underlying Award is
forfeited or cancelled. .

2.14 “Exchange Act” means the Securities Exchange Act of 1934, as amended.
2.15 “Exercise Price” means the price at which an Option shall be exercised.

2.16 “Fair Market Value” with respect to Shares, as of anydate, shall mean, as determined by the
Committee, (a) the closing sales price per Share on the New York Stock Exchange (or, if the shares are no
longer traded-on the New York Stock Exchange, any other such market on which the Shares are traded) on
such. date, or in the absence of reported sales on such date, the closing sales price on the immediately
preceding date on which sales were reported, (b) an arithmetic mean of selling prices on all trading days over
a specified averaging period or a specified averaging period weighted by volume of trading on each trading-.
day in the-period, that is within-thirty (30) days before or thirty (30) days after the applicable date as
determined by the Committee in its discretion; provided, that if an arithmetic mean of prices is used to set an
Exercise Price or Strike Price, the-commitment to grant such Award based on such arithmetic mean must be
irrevocable before the beginning of the specified averaging period in accordance with Treasury
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Regulation 1.409A-1(b)(S)(iv)(A), or (c) in the event there is no public market for the Shares, the fair market
value as determined, in good faith, by the Committee in its sole discretion; provided, that such manner is
consistent with Treasury Regulation 1.409A-1(b)(5)(iv)(B).

2.17 “Freestanding SAR” means an SAR granted independently of any Option.

2.18 “Grant Date” means the date an Award is duly granted by the Committee or the Board or such
later date as may be specified by the Committee or the Board.

2.19 “Incentive Stock Option ” means an Option that is identified in the Award Agreement as intended to
qualify as an incentive stock option within the meaning of Section 422 of the Code, and that actually does so
qualify.

2.20 “Material Subsidiary” means any subsidiary of the Company (a) whose total assets represent forty
percent (40%) or more of the total gross fair market value of all of the assets of the Company and its
subsidiaries (taken as a whole) at any time in the current fiscal year or in any of the two most recently
completed fiscal years or (b) credited under GAAP with forty percent (40%).or more of the total revenues: of
the Company and its subsidiaries (taken as a whole) in the current fiscal year or in any of the two most
recently completed fiscal years. ‘

2.21 “Net Exercise” means a procedure for exercising an Option, subject to Section 19.6, by which the
grantee will receive a number of Shares determined in accordance with the following formula:

N = X(A-B)/A, where

“N” = the number of Shares to be delivered to the grantee upon exercise of the Option, rounded
to the next lower whole number of Shares; :

“X” = the total number of whole Shares with resp'ect to which the grantee has elected to
exercise the Option;

“A” = the Fair Market Value of one €))] Share on the exercise date; and
“B” = the Exercise Price per Share
2.22 “Nonqualified Stock Option” means an option that is not an Incentive Stock Option.

2.23 “Non-Employee Director” means a member of the Board who is not an employee of the Company
or any of its Affiliates.

2.24 “Option” means an Incentive Stock Option or a Nonqualified Stock Option.

2.25 “Other Stock-Based Award” means any Award granted under Section 11 of the Plan of unrestricted
Shares or-other types of equity-based or equity-related Awards not otherwise described by the terms of this
Plan.

2.26 “Performance Award” means performance shares or performance units or any other‘Award,
denominated in cash or Shares in accordance with Section .10 which are based upon the achievement of
Performance Goals.

2.27 “Performance Goals” means the objective performance goals established by the Committee for each
performance period. Performance Goals may be based upon the performance of the Company, of any Affiliate,
of a division or unit thereof, or of an individual, or groups of individuals, using one or more of the
Performance Measures or performance formulas selected by the Committee. Performance Goals may be
expressed on an absolute and/or relative basis, may be based on or otherwise employ comparisons based on
internal targets, the past performance of the Company and/or the past or current performance of other
companies, and in the case of earnings-based measures, may use or employ comparisons relating to capital,
shareholders” equity and/or shares outstanding, or to assets or net assets. With respect to grantees who are not
Covered Employees and for Awards not intended to qualify for the Section 162(m) Exemption, the Committee
may establish other subjective or objective goals, 1nclud1ng individual Performance Goals, which it deems
appropriate.
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2.28 “Performance Measures” means measures of business or financial performance as described in
Section 10.3(a) on which Performance Goals are based. Performance Measures may be expressed on an
absolute and/or relative basis, may be based on or otherwise employ comparisons based on internal targets, the
past performance of the Company and/or the past or current performance of other companies, and in the case
of earnings-based measures, may use or employ comparisons relating to capital, shareholders’ equity and/or
shares outstanding, or to assets or net assets.

2.29 “Restricted Stock” means any restncted Share granted under Section 8 of the Plan.
2.30 “Restricted Stock Unrit” means any unit granted under Section 9 of the Plan.

2.31 “Retirement” means, unless otherwise defined in the applicable Award Agreement, the termination
of employment of a grantee with a right to an immediate normal retirement benefit or immediate unreduced
early retirement benefit under the terms of the applicable Company tax-qualified retirement plan or, if a
grantee is not covered by any such plan, termination of such grantee’s employment for a reason other than
Cause on or after such grantee’s 65" birthday. In the case of non-employee directors, “retirement” shall mean
a termination of service on or after the non-employee director’s 75" birthday.

2.32 “Rule 16b-3” means Rule 16b-3 as promulgatéd under the Exchange Act.
2.33 “SAR” or “Stock Appreciation Right” means an Award granted under Section 7 of the Plan.

2.34 “Sectzon 162(m) Exemption” means the exemption from the limitation on deductlblhty imposed by
Section 162(m)(4)(C) of the Code.

2.35 “Section 409A” means Sectlon 409A of the Code and related regulations, or any successor statute,
and related regulations.

2.36 “Securities Act” means the Securities Act of 1933, as amended.

2.37 “Shares” mearns common stock $0.10 par value, of the Company, or such other securities of the
Company as may be designated by the Committee from time to time, and as adjusted from time to time in
accordance with Section 16. :

2.38 “Strike Price” means the price with reference to which the value of an SAR is measured.

2.39 “subsidiary” means, with respect to any Person (the “parent”) at any date, any corporation, limited
liability company, partnership, association or other entity the accounts of which would be consolidated with
those of the parent in the parent’s consolidated financial statements if such financial statements were prepared
in accordance with GAAP as of such date, as well as any other corporation, limited liability company,
partnership, association or other entity (a) of which securities or other ownership interests representing more
than fifty percent (50%) of ‘the equity or more than fifty percent (50%) of the ordinary voting power or, in the
case of a partnership, more than fifty percent (50%) of the general partnership interests are, as of such date, or
were, prior to a Change of Control, owned, controlled or held, or (b) that is, or was prior to a Change of
Control, otherwise Controlled, by the parent or one or more subsidiaries of the parent or by the parent and one
or more subsidiaries of the parent. For purposes of this paragraph, “Controlled” shall mean the possession,
directly or indirectly, of the power to direct or cause the direction of the management or policies of a Person,
whether through the ability to exercise voting power, by contract or otherwise.

2.40 “Iandem SAR” means an SAR granted with all or any. portion of a related Option.
2.41 “1999 Plan” means the USEC Inc. 1999 Equlty Incentive Plan, as amended.
3. Administration.

3.1 Administration by the Committee. The Plan shall be administered by the Committee. Subject to the
express provisions of the Plan, all designations, determinations, interpretations, and other decisions under or
with respect to the Plan or any Award shall be within the sole discretion of the Committee, may be made at
any time and shall be final, conclusive, and binding upon all persons, including the Company, any Affiliate,
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any grantee, any holder or beneficiary of any Award; any employee, any Non—Employee Director: and any
individual prov1d1ng bona fide services to or for the Company.

32 Delegatzon of Authority. The Committee shall have the right, from time to time, to delegate to one
or more of its members or to one or more officers of the Company the authority of the Committee to grant
and determine the terms and conditions of Awards granted under the Plan, subject to the requirements of
Section 157(c) of the Delaware General Corporation Law (or any successor provision) and such other
limitations as the Committee shall determine. In no event shall any such delegation of authority be permitted
with respect to Awards to any members of the Board or to any person who is subject to Rule 16b-3 under the
Exchange Act, to any Covered Employee, or to such delegate. The Committee shall also be permitted to
delegate, to any appropriate officer or employee of the Company, responsibility for performing certain
ministerial functions under the Plan. In the event that the Committee’s authority is delegated to officers or
employees in accordance with the foregoing, all provisions of the Plan relating to the Committee shall be
interpreted in a manner consistent with the foregoing by treating any such reference as a reference to such
officer or employee for such purpose. Any action undertaken in accordance with the Committee’s delegation
of authority hereunder shall have the same force and effect as if such action was undertaken directly by the
Committee and shall be deemed for all purposes of the Plan to have been taken by the Committee.

3.3 Powers of the Committee. In addition to any other powers set forth in the Plan and subject to the
express provisions of the Plan, the Committee shall have the full and final power and authority, in its
discretion to: (a) determine the persons to whom, and the time or times at which, Awards shall be granted and
the number of Shares, units or monetary value to be subject to each Award; (b) determine the number of
Shares to be covered by or with respect to which payments, rights, or other matters are to be calculated in
connection with Awards; (c) determine the type of Awards to be granted; (d) determine the Fair Market Value
of Shares or other property; (¢) determine the terms and conditions applicable to each Award (which need not
be identical) and any Shares or cash or other property acquired pursuant thereto; (f) determine the exercise or
purchase price of Shares pursuant to any Award; (g) determine the method of payment for Shares purchased
pursuant to any Award; (h) determine the method for satisfaction of any tax withholding obligation arising in
connection with Award, including by the withholding or delivery of Shares; (i) determine the timing, terms
and conditions of the exercisability or vesting of any Award or any Shares acquired pursuant thereto;

(j) determine the Performance Measures, performance period, performance formula and Performance Goals
applicable to any Award and to determine and certify the extent to which such Performance Goals have been
attained; (k) determine the time of the expiration of any Award; (1) determine the type and time of the
grantee’s termination of service and the effect of such termination on any Award; (m) determine all other
terms and conditions applicable to any Shares acquired pursuant an Award not inconsistent with the terms of
the Plan; (n) determine whether and under what circumstances an Award will be settled in Shares, cash, other
securities, other Awards or other property, or any combination thereof, or canceled, forfeited, or suspended,
and the method by which Awards may be settled, exercised, canceled, forfeited or suspended; (o) approve one
or more forms of Award Agreement; (p) amend, modify, extend, cancel or renew any Award or waive any
restrictions or conditions applicable to any Award or any Shares or other securities acquired pursuant thereto;
(q) accelerate, continue, extend or defer the exercisability or vesting of any Award or any Shares acquired
pursuant thereto, including with respect to the period following a grantee’s termination of service; (r) determine
whether, to what extent, and under what circumstances amounts payable with respect to an Award shal] be
deferred either automatically or at the election of the holder thereof or of the Committee; (s) construe and
interpret the Plan, any Award Agreement, and any other document affecting Awards under the Plan or rights
under such Awards; (t) prescribe, amend, suspend, waive or rescind rules, guidelines and policies relating to
the Plan, and adopt sub-plans or supplements to, or alternative versions of, the Plan, including, without
limitation, as the Committee deems necessary or desirable to comply with the laws or regulations of or to
accommodate the tax policy, accounting principles or custom of, foreign jurisdictions whose citizens or
residents may be granted Awards; (u) appoint such agents as it shall deem appropriate for proper administra-
tion of the Plan; (v) correct any defect, supply any omission or reconcile any inconsistency in the Plan or any
Award Agreement; and (w) to make all other determinations and take such other actions with respect to the
Plan or any Award as the Committee may deem advisable to the extent not inconsistent with the express
provisions of the Plan or applicable law. The Committee’s actions and determinations under the Plan need not
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be uniform and may be made by the Committee selectively among individuals who receive, or are eligible to
receive, Awards under the Plan, whether or not such individuals are similarly situated.

3.4 Indemnification. In addition to such other rights of indemnification as they may have as members
of the Board or the Committee or as officers or employees of the Company or its Affiliates and subject to
Delaware law, the members of the Committee and individuals to whom authority to act for the Board, the
Committee or the Company is delegated in accordance with Section 3 hereof, shall have no liability for any
action taken or determination made in good faith with respect to the Plan or any Award granted hereunder and
shall be indemnified by the Company against all reasonable expenses, including attorneys’ fees, actually and
necessarily incurred in connection with the defense of any action, suit or proceeding, or in connection with
any appeal therein, to which they or any of them may be a party by reason of any action taken or failure to
act, determination made in good faith under or in connection with the Plan, or any Award or right granted
hereunder; provided, however, that within sixty (60) days after the institution of such action, suit or
proceeding, such person shall offer to the Company, in writing, the opportunity at its own expense to handle
and defend the same.

4. Shares Subject to Plan.

4.1 Maximum Number of Shares. Subject to adjustment as provided in Section 16, the number of
Shares reserved for delivery under the Plan pursuant to Awards settled in Shares shall be the sum of:
(i) 4,500,000 Shares, plus (ii) the number of Shares, if any, underlying grants under the 1999 Plan that are
forfeited, canceled, terminated or are settled in cash without delivery of Shares on or after the date of approval
of the Plan by the shareholders of the Company. The Shares that may be delivered under the Plan may consist
of authorized but unissued Shares or treasury Shares or any combination thereof.

4.2 Awards Intended to Qualify for the Section 162(m) Exemption. The following limitations shall
apply to any Award intended to qualify for the Section 162(m) Exemption:

(i) Options and Freestanding SARs. The maximum aggregate number of Shares underlying any
Option or SAR that may be granted to any one Covered Employee within any fiscal year of the Company
is 1,000,000 Shares. '

(ii) Restricted Stock and Restricted Stock Units. ~ The maximum aggregate number of Shares
underlying any Restricted Stock or Restricted Stock Unit to be settled in Shares that may be granted to
any one Covered Employee within any fiscal year of the Company is 1,000,000 Shares.

(ili) Performance Awards. The maximum aggregate number of Shares underlying any Performance
Award to be settled in Shares that may be granted to any one Covered Employee in any fiscal year of the
Company is 1,000,000 Shares.

(iv) Cash-Based Awards. The maximum aggregate value as of the Grant Date of any Cash-Based
Award or Performance Award payable in cash that may be granted during any fiscal year of the Company
to any one Covered Employee is U.S. $2,000,000.

4.3 Share Counting Rules. If an Award for any reason expires, is forfeited, or becomes unexercisable
without having been exercised in full, any unpurchased Shares which were subject thereto shall become
available for future grant under the Plan. Restricted Stock that is forfeited shall become available for future
grant or sale under the Plan. Shares that are tendered, whether by physical delivery, by attestation, or by Net
Exercise to the Company by the grantee as full or partial payment of the Exercise Price of any Award or in
payment of any applicable withholding for federal, state, local or foreign taxes incurred in connection with the
exercise, vesting or settlement of any Award shall become available for future grant under the Plan. Except as
otherwise provided in this Section, the Committee may determine rules for counting Shares.

5. Eligibility and Participation.

5.1 Persons Eligible for Awards. Awards may be granted to employees, officers, directors and other
individuals providing bona fide services to or for, the Company or any. Affiliate, as selected by the Committee,
in its sole discretion, from time to time; provided, that Non-Employee Directors shall only be eligible to
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receive Awards granted pursuant to Section 12. The Committee may also grant Awards to individuals in
connection with hiring or other initial engagement, prior to the date the individual first performs services for
the Company or an Affiliate, provided, that such Awards shall not become vested or exercisable, and no Shares
shall be delivered to such individual, prior to the date the individual first commences performance of such
services.

5.2 Participation in the Plan. Awards are granted solely at the discretion of the Committee. Eligible
persons may be granted more than one Award.

6. Stock Options.

6.1 Grani. Options shall be evidenced by an Award Agreement specifying the number of Shares
subject to the Award, the Exercise Price, and such other terms and conditions as the Committee shall provide,
subject to the provisions of this Section 6 and subject to the vesting limits in Section 13.1.

6.2 Exercise Price. The Exercise Price for each Option shall be established in the discretion of the
Committee; provided, however, that the Exercise Price per Share shall not be less than the Fair Market Value
of a Share on the Grant Date.

6.3 Exercisability and Term of Options. Options shall be exercisable at such time or times, or upon
such event or events, and subject to such terms and conditions as shall be determined by the Committee and
_ set forth in the Award Agreement; provided, however, that no Option shall be exercisable after the expiration
of ten (10) years after the Grant Date, and no Option shall be exercisable after an act or omission of the
Grantee that constitutes Cause (whether before, coincident with, or after the grantee’s termination of
employment). Subject to the foregoing, unless otherwise specified in the Award Agreement, each Option shall
terminate ten (10) years after the Grant Date, unless earlier terminated in accordance with its provisions.

6.4 Payment of Exercise Price. Except as otherwise provided in the Award Agreement and subject to
Section 19.6, payment of the Exercise Price for the number of Shares being purchased pursuant to any Option
shall be made (i) in cash or by check or cash equivalent, (ii) by tender to the Company, or attestation to the
ownership, of Shares owned by the grantee having a Fair Market Value not less than the Exercise Price, (iii) by
delivery of a properly executed notice of exercise together with irrevocable instructions to a broker providing
for the assignment to the Company of the proceeds of a sale or loan with respect to some or all of the Shares
being acquired upon the exercise of the Option (including, without limitation, through an exercise complying
with the provisions of Regulation T as promulgated from time to time by the Board of Governors of the
Fedéral Reserve System), (iv) by delivery of a properly executed notice electing a Net Exercise, (v) by such
other consideration as may be approved by the Committee from time to time to the extent permitted by
applicable law, or (vi) by any combination thereof. Notwithstanding the foregoing, an Option may not be
exercised by tender to the Company, or attestation to the ownership, of Shares to the extent such tender or
attestation would constitute a violation of the provisions of any law, regulation or agreement restricting the
redemption of the Shares.-

6.5 Effect of Termination of Service. Subject to earlier termination of the Option as otherwise provided
herein and except as otherwise set forth in the Award Agreement, an Option shall terminate immediately upon
the grantee’s termination of service to the extent that it is then unvested and shall be exercisable after the
grantee’s termination of service to the extent it is then vested only during the applicable time period
determined in accordance with this section, and thereafter shall terminate.

(a) Death, Disability, Retirement and Termination Without Cause. If the grantee’s service terminates by
reason of the death, Disability or Retirement of the grantee, or termination of the grantee’s service by the
Company or an Affiliate for reasons other than for Cause, the Option shall become vested and nonforfeitable,
and to the extent unexercised, may be exercised by the grantee (or the grantee’s guardian or legal
representative, if applicable) at any time prior to the expiration of twelve (12) months after the date the
grantee’s service terminates, but in any event no later than the expiration of the term of the Option, and shall
thereafter terminate. :

A-8



(b) Termination for Cause. If the grantee’s service is terminated by the Company or an Affiliate for
Cause, the Option shall terminate in its entirety and cease to be exercisable 1mmed1ately upon the act or
omission of the Grantee that constituted Cause.

(¢c)- Voluntary Termination of Service. If the grantee voluntarily terminates his or her service for any
reason other than Retirement, the Option, to the extent unexercised and exercisable for vested Shares on the
date the grantee’s service terminates, may be exercised by the-grantee at any time prior to the expiration of
thirty (30) days after the date the grantee’s service terminates, but in any event no later than the expiration of
the term of the Option, and shall thereafter terminate.

6.6 Incentive Stock Option Limitations and Terms.

(@) Persons Eligible. Incentive Stock Options may be granted only to a person who, on the Grant Date,
_ is an employee of the Company, or any “parent corporation” or a “subsidiary corporation” of the Company as
defined in Sections 424(e) and (f) of the Code, respectively.

(b) $100,000 Limitation. To the extent that Incentive Stock Options (granted under all plans of the
Company or any “subsidiary corporation” become exercisable by a grantee for the first time during any
calendar year for Shares having a Fair Market Value greater than One Hundred Thousand Dollars ($100,000),
the portion of such Options which exceeds such amount shall be treated as Nonqualified Stock Options. For
purposes of this section, Options designated as Incentive Stock Options shall be taken into account in the order
in which they were granted, and the Fair Market Value per Share shall be determined as of the Grant Date.

" (c) Exercise Price. No Incentive Stock Option granted to any employee who as of the Grant Date owns
stock possessing more than ten percent (10%). of the total combined voting power of the Company shall have
an Exercise Price per Share less than one hundred ten percent ( 110%) of the Fair Market Value of a Share on
the Grant Date of the Option. Notwithstanding the foregoing, an Option (whether an Incentive Stock Option or’
a Nonqualified Stock Option) may be granted with an Exercise Price lower than the minimum Exercise Price
set forth above if such Option is granted pursuant to an assumption or substitution for another Option in a
manner qualifying under the provisions of Section 424(a) of the Code.

(d) Term. No Incentive Stock Option granted to any employee who as of the Grant Date owns stock
possessing more than ten percent (10%) of the total combined voting power of the Company shall be
exercisable after the expiration of five (5) years after the Grant Date of such Option.

(e) Transferability. Incentive Stock Options shall not be assignable or transferable other than by will or
the laws of descent and distribution and may be exercised, during the grantee’s lifetime, only by the grantee;
provided, however, that the grantee may, to the extent provided in the Plan in any manner specified by the ‘
Committee, designate in writing a beneficiary to exercise his or her Incentive Stock Option after the grantee’s
death. o o _ v

(f) -Notification of Disqualifying Disposition. If any grantee shall make any disposition of Shares
delivered pursuant to thé exercise of an Incentive Stock Option under the circumstances described in

Section 421(b) of the Code (relating to certain disqualifying dlsposmons), such grantee shall notify the
Company of such d1spos1t10n w1th1n ten' (10) days thereof.

7.. Stock Appreczatzon Rights.

7.1 Grant. An SAR shall be evidenced by an Award Agreement specifying the number of Shares
subject to the Award, the Strike Price and such other terms and conditions as the Committee shall provide,
subject to the provisions of this Section 7 and subject to the vesting limits in Section 13.1.

7.2 Types of SARs Authorzzed and Strike Price. Tandem SARs and Freestanding SARs may be granted'
under the Plan. ‘ -

7.3 Strike Price.. The Strike Price for each SAR shall be established in the discretion of the Committee
on the Grant Date; provided; however, that (a).the Strike Price per Share subject to a Tandem SAR shall be
equal to the Exercise Price per Share under the related Option on the Grant Date, and (b) the Strike Price per
Share subject to a Freestanding SAR shall be not less than the Fair Market Value of a Share on the Grant Date.
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7.4  Exercisability and Term of SARs.

(a) Tandem SARs. Tandem SARs shall be exercisable only at the time and to the extent the related
Option is exercisable, subject to such provisions as the Committee may specify where the Tandem SAR is
granted with respect to less than the full number of Shares subject to the related Option. A Tandem SAR shall
terminate and cease to be exercisable no later than the date on which the related Option expires, terminates or
is forfeited or canceled. Upon the exercise of a Tandem SAR with respect to some or all of the Shares subject
to such SAR, the related Option shall be canceled automatically as to the number of Shares with respect to
which the Tandem SAR is exercised. Upon the exercise of an Option related to a Tandem SAR as to some or
all of the Shares subject to such Option, the related Tandem SAR shall be canceled automatically as to the
number of Shares with respect to which the related Option is exercised.

(b) Freestanding SARs. Freestanding SARs shall be exercisable at such time or times, or upon such
event or events, and subject to such terms and conditions as shall be determined by the Committee and set
forth in the Award Agreement; provided, however, that no Freestanding SAR shall be exercisable after the
expiration of ten (10) years after the Grant Date.

7.5 Exercise of SARs. Upon the exercise of an SAR, the grantee (or the grantee’s legal representative
or other person who acquired the right to exercise the SAR by reason of the grantee’s death) shall be entitled
to receive payment of an amount for each Share with respect to which the SAR is exercised equal to the
excess, if any, of the Fair Market-Value of a Share on the date of exercise of the SAR over the Strike Price.
Payment of such amount following exercise shall be made in Shares or cash (or in any combination thereof) as
provided in the Award Agreement. When the Award Agreement provides for payment in Shares, the number
of Shares to be delivered shall be determined on the basis of the Fair Market Value of a Share on the date of -
exercise of the SAR.

7.6 Effect of Termination of Service. Subject to earlier termination of the SAR as provided herein, an
SAR shall be exercisable after a grantee’s termination of service only to the extent and during the applicable
time period determined in accordance with Section 6.5 (treating the SAR as if it were an Option) and
thereafter shall terminate.

8. Restricted Stock.

8.1 Grant. Restricted Stock shall be evidenced by Award Agreements specifying the number of Shares
subject to the Award and such other terms and conditions as the Committee shall provide, subject to the
provisions of this Section 8.

8.2 Vesting. Restricted Stock shall be made subject to vesting conditions based upon the satisfaction of
such service requirements, conditions, restrictions or Performance Goals, as shall be established by the
Committee and set forth in the Award Agreement, and shall be subject to the vesting limits in Section 13.1.
Unless otherwise provided in the Award Agreement, Restricted Stock that vests based on continued provision
of service shall vest automatically when the grantee becomes eligible for Retirement. If either the grant of or
satisfaction of vesting conditions applicable to a Restricted Stock Award is to be contingent upon the
attainment of one or more Performance Goals and the Award is intended to qualify for the Section 162(m)
Exemption, the Committee shall follow procedures substantially equivalent to those set forth in Section 10.

8.3 Purchase Price. The Committee shall determine the purchase price, if any, that a grantee shall pay
for a Restricted Stock. Notwithstanding the foregoing, if required by applicable state corporate law, the grantee
shall furnish consideration in the form of cash or past services rendered to a Company or any Affiliate or for
its benefit having a value not less than the par value of the Shares subject to a Restricted Stock Award. The
purchase price, if any, shall be paid no more than thirty (30) days from the Grant Date of the Restricted Stock.

- 8.4 Payment of Purchase Price. Payment of the purchase price, if any, for the number of Shares being
purchased pursuant to any Restricted Stock shall be made (a) in cash or by check or cash equivalent, (b) by
such other consideration as may be approved by the Committee from time to time to the extent permitted by
applicable law, or (c) by any combination thereof.
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8.5 Voting Rights; Dividends and Distributions. Except as provided in the Award Agreement, during
any period in which Shares acquired pursuant to a Restricted Stock Award remain subject to vesting
conditions, the grantee shall have all of the rights of a shareholder of the Company holding Shares, including
the right to vote such Shares and to receive all dividends and other distributions paid with respect to such
Shares. The right to receive dividends shall end on the date on which the Restricted Stock Award is
terminated, canceled or forfeited.

8.6 Effect of Termination of Service. Unless otherwise provided in the Award Agreement,

(a) if the grantee’s service terminates for any reason except as provided below in (b), (c) or (d), all
Restricted Stock shall automatically be forfeited and the Company shall pay the grantee the lesser of the Fair
Market Value of a number of shares equal to the number of Shares of Restricted Stock forfeited or the original
purchase price paid by the grantee for the Restricted Stock, if any;

(b) if the grantee’s service terminates by reason of the death or Disability of the grantee, all Restricted
Stock held by the grantee as of the date of such termination shall become vested and nonforfeitable as of the
date of such termination;

(c) if the grantee’s service is involuntarily terminated by the Company or an Affiliate for reasons other
than for Cause, all Restricted Stock held by the grantee as of the date of such termination that vests based on
performance of service shall become vested and nonforfeitable as of the date of such termination; and

(d) if the grantee has a Retirement or the grantee’s service is involuntarily terminated by the Company or
an Affiliate for reasons other than for Cause, all Restricted Stock held by the grantee as of the date of such
termination that vests based on the satisfaction of Performance Goals or similar conditions or restrictions other
than service shall vest at the time and in accordance with the terms and conditions of such Performance Goals
or similar conditions or restrictions.

9. Restricted Stock Units.

9.1 Grant. Restricted Stock Units shall be evidenced by Award Agreements specifying the number of
Restricted Stock Units subject to the Award and such other terms and conditions as the Committee shall
provide, subject to the provisions of this Section 9.

9.2 Vesting. Restricted Stock Units may (but need not) be made subject to vesting conditions based
upon the satisfaction of such service requirements, conditions, restrictions or Performance Goals, as shall be
established by the Committee and set forth in the Award Agreement and shall be subject to the vesting limits
in Section 13.1. If either the grant of Restricted Stock Units or the vesting conditions with respect to such
Award is to be contingent upon the attainment of one or more Performance Goals and the Award is intended
to qualify for the Section 162(m) Exemption, the Committee shall follow procedures substantially equivalent
to those set forth in Section 10.

9.3  Settlement of Restricted Stock Units. The Company shall deliver to a grantee on the date on which
Restricted Stock Units subject to the grantee’s Restricted Stock Unit Award vest or on such other date as
provided in the Award Agreement one (1) Share for each Restricted Stock Unit then becoming vested or
otherwise to be settled on such date, subject to the withholding of applicable taxes, if any. Notwithstanding the
foregoing, the Committee, in its discretion, may provide in the Award Agreement on the Grant Date for
settlement of any Restricted Stock Units by payment to the grantee in cash of an amount equal to the Fair
Market Value on the payment date of the Shares or other property otherwise to be delivered'to the grantee
pursuant to this section.

9.4 Voting Rights, Dividend Equivalent Rights and Distributions. A grantee shall have no voting rights
with respect to Shares represented by Restricted Stock Units until the delivery of the Shares subject to such
Award (as evidenced by the appropriate entry on the books of the Company or of a duly authorized transfer
agent of the Company). However, the Committee, in its discretion, may provide in the Award Agreement that
the grantee shall be entitled to Dividend Equivalent Rights with respect to a Restricted Stock Unit during the
period beginning on the date such Award is granted and ending, with respect to each Share subject to the
Award, on the earlier of the date the Award is settled or the date on which it is terminated, canceled or
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forfeited. Notwithstanding the foregoing, the receipt of Dividend Equivalent Rights shall not be made
contingent on the exercise of any Award.

9.5 Effect of Termination of Service. Unless otherwise provided in the Award Agreement,

(a) if the grantee’s service terminates prior to the date the Restricted Stock Units become vested for any
reason except as provided below in (b) or (c), all Restricted Stock Units shall automatically be forfeited for no
consideration on the date of such termination of service;

(b) if the grantee’s service terminates by reason of the death or Disability of the grantee, all Restricted
Stock Units held by the grantee as of the date of such termination shall become vested and nonforfeitable as
of the date of such termination; and

(c) if the grantee’s service is involuntarily terminated by the Company or an Affiliate for reasons other
than for Cause, or in the event of the grantee’s Retirement, all Restricted Stock Units held by the grantee as of
the date of such termination that vest based on performance of service shall become vested and nonforfeitable
as of the date of such termination, and all Restricted Stock Units held by the grantee as of the date of such
termination that vest based on the satisfaction of Performance Goals or similar conditions or restrictions other
than service shall vest at the time and in accordance with the terms and conditions of such Performance Goals
or similar conditions or restrictions.

10.  Performance Awards.

10.1 Grant. Performance Awards may be denominated as performance shares, performance units or
other Awards payable in cash or Shares, and shall be evidenced by an Award Agreement specifying the
number of Shares or units or the amount of cash subject thereto, the Performance Goals, the Performance
Measures, the performance period, the performance formula determining the amount of cash or Shares or
combination thereof to be earned based on achievement of the Performance Goals and such other terms and
conditions as the Committee shall provide, subject to the provisions of this Section 10. The Plan is designed to
permit the grant of Performance Awards that qualify for the Section 162(m) Exemption. Whenever the
Committee determines that it is advisable, the Committee may grant Awards that do not qualify for the
Section 162(m) Exemption. Each performance unit shall have an initial value that is established by the
Committee on the Grant Date. Each performance share shall have an initial value equal to the Fair Market
Value of a Share on the Grant Date.

10.2  Establishment of Performance Period, Performance Goals and Performance Formula. With
respect to each Performance Award intended to qualify for the Section 162(m) Exemption, the Committee
shall establish the Performance Goals and the performance formula, as applicable, no later than the earlier of
(a) the date ninety (90) days after the commencement of the applicable performance period or (b) the date on
which 25% of the performance period has elapsed, and, in any event, at a time when the outcome of the
Performance Goals remain substantially uncertain. Once established, the Performance Goals and the perfor-
mance formula for an Award intended to qualify for the Section 162(m) Exemption shall not be changed
during the performance period.

10.3 Measurement of Performance Goals. Performance Goals shall be established by the Committee
on the basis of one or more Performance Measures, subject to the following:

(a) Performance Measures. Performance Measures shall have the same meanings as used in the
Company’s financial statements, or, if such terms are not used in the Company’s financial statements,
they shall have the meaning applied pursuant to applicable accounting principles, or as used generally in
the Company’s industry. Performance Measures may be one or more of the following, as determined by
the Committee: revenue; sales; expenses; operating income; gross profit; gross margin; operating margin;
earnings before any one or more or a combination of: stock-based compensation expense, interest, taxes,
depreciation and amortization; pre-tax profit; operating income or profit; net operating income; net
income; after tax operating income; economic value added; cash flow(s); free cash flow; operating cash
flow; balance of cash, cash equivalents and marketable securities; stock price; earnings or book value per
share; earnings per share; diluted earnings per share; return on shareholder equity; return on capital;
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return on assets; return on equity; return on capital, capital employed or investment; return on investment;
employee satisfaction; employee retention, customer satisfaction, safety or diversity, market share product
development; research and development expenses; completion or attainment of objectively determinable
targets with respect to an identified special project; total sales or revenues or sales or revenues per
employee; production (separative work units or SWUs); stock price or total shareholder return; dividends;
strategic business objectives, consisting of one or more objectives based on meeting specified cost targets,
business expansion goals, and goals relating to acquisitions or divestiture, and except in the case of
Awards to Covered Employees intended to qualify for the Sect1on 162(m) Exemption, any other
performance criteria established by the Committee.

(b) Permitted Adjustments. In its discretion, the Committee may, either at the time it grants a
Performance Award or at any time thereafter, provide for the positive or negative adjustment of the
performance formula applicable to a Performance Award granted to any grantee, except in the case of an
Award-intended to qualify for the Section 162(m) Exemption with respect to a Covered Employee; to
reflect such factors as the Committee may determine. Notwithstanding the foregoing, Performance Goals
shall, to the extent applicable, and to the extent provided in the Award Agreement, be adjusted by the
Committee to take into account the effect of the following: changes in accounting standards that may be
required by the Financial Accounting Standards Board after the Performance Goal is established; realized
investment gains and/or losses; extraordinary, unusual, non-recurring or infrequent items; currency
fluctuations; acquisitions; divestitures; litigation losses; financing activities; expenses for restructuring or
_productivity initiatives; other non-operating items; new laws, cases or regulatory developments that result
in unanticipated items of gain, loss, income or expense; executive severance arrangements; investment
returns relating to investment vehicles which are unaffiliated with a Company or divisional operating
strategy; bonus expense; the impact on pre-tax income of interest expense attributable to the repurchase
of Shares; extraordinary dividends or Share dividends; the effect of corporate reorganizations or
restructuring, spinoff, or a sale of a business unit; and other items as the Committee determines to be

- required so that the operating results of the Company, division, or a Affiliate shall be computed on a
comparative basis from performance period to performance period; in each case as those terms are
defined under applicable accounting principles and provided in each case that such excluded items are
objectively determinable by reference to the Company’s financial statemerits, notes to the Company’s
financial statements, and/or management’s discussion and analysis in the Company’s financial statements.
Determination by the Committee shall be final and conclusive on all partles but shall be based on
relevant objective information or financial data. The Committee shall have the discretion, on the basis of
such criteria as may be established by the Committee, to reduce some or all of the value of the
Performance Award that would otherwise be paid to the Covered Employee notwithstanding the :
attainment of any Performance Goals and the resulting value of the Performance Award determined in
accordance with the performance. formula. No such reduction may result in an increase in the amount
payable upon settlement ‘of ‘another grantee s Performance Award that is intended to qualify for the
Section 162(m) Exemption. : :

10.4  Settlement of Performdﬁce Awards

(a) Determination of Final Value. Following the completlon of the performance period applicable to a
Performance Award, the Committee shall certlfy in writing the extent to which the applicable Perforrnance
Goals have been attained and the resulting final value of the Award earned by the grantee and to be paid upon
its settlement in aecordance ‘with the applicable performance formula.

(b) Payment in Settlement of Performance ‘Awards.. Following the Committee’s determination and
certification in accordance with Section 10.4(a), payment shall be made to each eligible grantee (or such
grantee’s legal representative or other person who acquired the right to receive such payment by reason of the
grantee’s death) of the final value of the grantee’s Performance Award. Payment of such amount shall be made
in cash, Shares, or a combination thereof as determined. by the Committee on the Grant Date and set forth in
the Award Agreement. Unless otherwise provided in the Award Agreement, payment shall be made in a lump
sum following the close of the performance period at the time and in accordance with procedures established
by the Committee but in'no event later than 2% months following the calendar year in which the Performance
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Goals are achieved. If permitted by the Committee, and consistent with the requirements of Section 409A, the
grantee may elect to defer receipt of all or any portion of the payment to be made to the grantee pursuant to
this section on such terms and conditions as the Committee may allow. If any payment is to be made on a
deferred basis, the Committee may, but shall not be obligated to, provide for the payment during the deferral
period of Dividend Equivalent Rights.

(¢) Provisions Applicable to Payment in Shares. If a Performance Award is denominated in Shares, the
number of Shares delivered pursuant to such Award shall be set forth in the Award Agreement or determined
by the Committee based on the achievement of the applicable Performance Goals. If payment of a
Performance Award that is not denominated in Shares is to be made in Shares, the number of such Shares
shall be determined by dividing the final value of the Performance Award by the Fair Market Value of a Share.
Shares delivered in payment of any Performance Award may be fully vested and freely transferable Shares or
may be Shares subject to vesting conditions as provided in Section 8.2. Any Shares subject to vesting
conditions shall be evidenced by an appropriate Award Agreement and shall be subject to the provisions of
Section 8.6.

(d) Performance Awards. | The vesting conditions for Performance Awards shall be determined by the
Committee and set forth in the Award Agreement; provided, that such Awards shall vest proportionally over a
minimum period of one year. '

10.5 Voting Rights; Dividend Equivalent Rights and Distributions. Grantees shall have no voting rights
with respect to Shares represented by Performance Awards until the date of the delivery of such Shares, if any,
in settlement of such Awards (as evidenced by the appropriate entry on the books of the Company or of a duly
authorized transfer agent of the Company). However, the Committee, in its discretion, may provide in the
Award Agreement that the grantee shall be entitled to Dividend Equivalent Rights during the period beginning
on the date the Award becomes vested and ending, with respect to each Share subject to the Award, on the
earlier of the date on which the Award is settled or the date on which it is terminated, canceled or forfeited.

*Notwithstanding the foregoing, the receipt of Dividend Equivalent Rights shall not be made contingent on the
exercise of any Award. : .

10.6  Effect of Termination of Service. Unless otherwise provided in the Award Agreement,

(a) if the grantee’s service terminates for any reason except as provided below in (b) or (c), all unvested
Performance Units shall automatically be forfeited for no consideration on the date of such termination of
service; .

(b) if the grantee’s service terminates. by reason of the death or Disability. of the grantee, all Performance
Units held by the grantee as of the date of such termination shall become vested and nonforfeitable as of the
date of such termination, and- the prorata portion thereof shall become payable (or any lapse restrictions shall
lapse as to a pro rata portion of the Performance Units, as applicable) as though the performance needed to
achieve target payment had been achieved. The “prorata portion” shall be a fraction, the numerator of which is
the number of days of employment during the performance period, and the denominator of which is the
number of days in the performance period; and

(c) if the grantee’s service is involuntarily terminated by the Company or an Affiliate for reasons other
than for Cause, or in the event of the grantee’s Retirement, a prorata portion (as defined above) of the
Performance Units held by the grantee as of the date of such termination shall be paid at the time set forth in
the Award Agreement (or any lapse restrictions shall lapse as to a pro rata portion of the Performance Units,
as applicable), to the extent otherwise earned on the basis of achievement of the applicable Performance
Goals.

11." Cash-Based Awards and Other Stock-Based Awards.

11.1 Grant of Cash-Based and Other Stock-Based Awards. The Committee may grant Cash-Based
Awards and Other Stock-Based Awards evidenced by an Award Agreement in such form and containing such
terms and conditions as the Committee shall provide, subject to the provisions of this Section 11. Other Stock-
Based Awards, other than unrestricted Shares, shall be subject to the vesting limits in Section 13.1.
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11.2 - Payment or Settlement of Cash-Based Awards and Other Stock-Based Awards. Payment or’
settlement, if any, with respect to a Cash-Based Award or an Other Stock-Based Award shall be made in
accordance with the terms of the Award Agreement, in cash, Shares or other securities or any combination
thereof as the Committee determines. The determination and certification of the final value with respect to any
Cash-Based Award or Other Stock-Based Award intended to qualify for the Section 162(m) Exemption shall
comply with the requirements applicable to Performance Awards set forth in Section 10.

11.3 Voting Rights; Dividend Equivalent Rights and Distributions. Grantees shall have no voting rights
with respect to Shares represented by Other Stock-Based Awards until the delivery of such Shares (as
evidenced by the appropriate entry on the books of the Company or of a duly authorized transfer agent of the
Company), in settlement of such Award. However, the Committee, in its discretion, may provide in the Award
Agreement that the grantee shall be entitled to Dividend Equivalent Rights with respect to the payment of
ordinary cash dividends on Shares subject to Other Stock-Based Awards during the period béginning on the
date such-Award is granted and ending, with respect to each Share subject to the Award, on the earlier of the
date the Award is settled or the date on which it is terminated, canceled or forfeited. Notwithstanding the
foregoing, the receipt of Dividend Equlvalent nghts shall not be made contingent on the exercise of any
Award.

11.4  Effect of Termination of Service. Each Award Agreement shall set forth the extent to which the
grantee shall have the right to receive upon or after termination of service Cash-Based Awards and Other
Stock-Based Awards outstanding as of such termination of service.

12.  Non-Employee Director Awards.

The Committee may provide that all or a portion of a Non-Employee Director’s annual retainer, any
committee or other chairman fees, and any other fees be payable (either automatically or at the election of an
Non-Employee Director) in the form of Nonqualified Stock Options, Restricted Stock, Restricted Stock Units,
and/or Other Stock-Based Awards evidenced by Award Agreements containing such terms and conditions as
the Committee shall determine.

13.  Vesting Limits and Change in Control.

13.1 Vesting Limits. The vesting conditions for Awards shall be determined by the Committee and set
forth in the Award Agreement provided, however, that Awards other than Non-Employee Director Awards and
Performance Awards shall vest no faster than proportionally over a minimum period of three years. Up to
210,000 Shares subject to such Awards, may be granted without minimum vesting otherwise required by this
Section. :

13.2  Change in Control. The Committee may, in its discretion, provide in any Award Agreement, or in
the event of a Change in Control may take such actions as it deems appropriate, to provide for the acceleration
of the exercisability, vesting and/or settlement in connection with a Change in Control of each or any
outstanding Award or any portion thereof and Shares acquired pursuant thereto upon such conditions, including
termination of the grantee’s service prior to, upon, or following such Change in Control, to such extent as the
Committee shall determine; provided that there shall be no such acceleration where it could result in add1t10na1
taxes, penalties or interest under Section 409A of the Code.

14.  Compliance with Securities Law.

The Committee may refuse to deliver any Shares or other consideration under an Award if, acting in its
sole discretion, it determines that the issuance, delivery or transfer of such Shares. or such other consideration
might violate any applicable law or regulation (including applicable non-U.S. laws or regulations) or entitle
the Company to recover the same under Section 16(b) of the Exchange Act, and any payment tendered to the
Company by a grantee, other holder or beneficiary in connection with the exercise of such Award shall be
promptly refunded to the relevant grantee, holder, or beneficiary. Without limiting the generality. of the
foregoing, no Award granted hereunder shall be construed as an offer to sell securities of the Company, and no
such offer shall be outstanding, unless and until the Committee in its sole discretion has determined that any
such offer, if made, would be in compliance with all applicable requirements of the U.S. federal or
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non-U.S. securities laws and any other laws to which such offer, if made, would be subject. The inability of
the Company to obtain from any regulatory body having jurisdiction the authority, if any, deemed by the
Company’s legal counsel to be necessary to the lawful delivery and sale of any Shares hereunder shall relieve

" the Company of any liability in respect of the failure to issue or sell such Shares as to which such requisite
authority shall not have been obtained.. As a condition to delivery of any Share, the Company may require the
grantee to satisfy any qualifications that may be necessary or appropriate, to evidence compliance with any
applicable law or regulation and to make any representation or warranty with respect thereto as may be
requested by the Company. i

15. Tax Withholding.

15.1 Tax Withholding in General. The Company.shall have the right to deduct from any and all
payments made under the Plan, or to require the grantee, through payroll withholding, cash payment or
otherwise, to make adequate provision for, the federal, state, local and foreign taxes, if any, required by law to
be withheld by the Company or any Affiliate with respect to an Award or the Shares acquired pursuant thereto.
The Company shall have no obligation to deliver Shares,.to release Shares from an escrow established
pursuant to an Award Agreement, or to make any payment in cash under the Plan until the Company’s or any
Affiliate’s tax withholding obligations have been satisfied by the grantee.

15.2  Withholding in Shares. Subiject to Section 19.6, the Company shall have the right, but not the
obligation, to deduct from the Shares deliverable to a grantee upon the exercise or settlement of an Award, or
to accept from the grantee the tender of, a number of whole Shares having a Fair Market Value, as determined
by the Company, equal to all or any part of the tax withholding obligations of the Company or any Affiliate.
The Fair Market Value of any Shares withheld or tendered to satisty any such tax withholding obligations
shall not exceed the amount determined by the applicable minimum statutory withholding rates.

16.  Adjustments for Corporate Transactions and Other Events.

16.1 Adjustments. In the event that the Committee determines that any dividend or other distribution
(whether in the form of cash, Shares, other securities, or other property), recapitalization, Share split, reverse
Share split, reorganization, merger, consolidation, split-up, spin-off, combination, repurchase, exchange of Shares
or other securities of the Company, issuance of warrants or other rights to purchase Shares or other securities of
the Company, or other similar corporate transaction or event affects the Shares such that an adjustment is
determined by the Committee to be appropriate in order to prevent dilution or enlargement of the benefits or
potential benefits intended to be made available under the Plan, then the Committee shall, without the grantee’s
consent, in such manner as it may deem equitable: (a) adjust any or all of (i) the number of Shares or other
securities of the Company (or number and kind of other securities or property) with respect to which Awards
may be granted, (i) the maximum number of Shares subject to Awards granted to a grantee pursuant to
Section 4.2 of the Plan, (iii) the number of Shares or other securities of the Company (or number and kind of
other securities or property) subject to outstanding Awards, and (iv) the Exercise Price or Strike Price with
respect to any Award; (b) if deemed appropriate, subject to Section 16.3, provide for (i) the continuation of the
outstanding Options if the Company is the surviving entity of any merger, consolidation or event of a transaction
providing for the sale of all or substantially all of the Company’s Shares or assets or other transaction or event
having a similar effect, or (ii) the assumption of the Plan and outstanding Options or the substitution of an
equivalent award in respect of securities of the surviving entity of any merger, consolidation or transaction
providing for the sale of all or substantially all of the Company’s Shares or assets or other transaction or event
having a similar effect; or (c) if deemed appropriate, make provision for the settlement of the intrinsic value of
the outstanding Options (whether. or not exercisable) in cash, cash equivalents or equity followed by the
cancellation of such Options or other cash payment to the holder of an outstanding Award; provided, that in each
case (I) with respect to Awards of Incentive Stock Options no such adjustment shall be authorized to the extent
that such authority would cause the Plan to violate Section 422(b)(1) of the Code, as from time to time amended,
unless otherwise determined by the Committee, (II) with respect to any Award no such adjustment shall be
authorized to the extent that such authority would be inconsistent with the Plan’s.qualification for the
Section - 162(m) Exemption, unless otherwise determined by the Committee, and (III) such ad]ustment shall be in
accordance with Treasury Regulation Section 1.409A-1(b)(5)(v)}(D).
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16.2  Adjustment of Awards Upon the Occurrence of Certain' Unusual or Nonrecurring Events. Subject
to Section 16.1, the Committee may make adjustments in the terms and conditions of, and the criteria included
in, Awards in recognition of unusual or nonrecurring events (including, without limitation, the events described
in Section 16.1 hereof) affecting the Company, any Affiliate, or the financial statements of the Company or
any Affiliate, or of changes in applicable laws, regulations, or accounting principles, whenever the Committee
determines that such adjustments are appropriate in order to prevent dilution or enlargement of the benefits or
potential benefits intended to be made available under the Plan; provided, that no such adjustment shall be
authorized to the extent that such authority would be inconsistent with an Award’s qualification for the
Section 162(m) Exemption, unless otherwise determined by the Committee.

163 Limitation on Adjustments and Substitutions. 'With respect to Options or SARs, no substitutions
or adjustments under Sections 16.1 or 16.2 shall be made if such substitution or adjustment would cause such
Option or SAR to be treated as deferred compensation subject to taxes and penalties under Section 409A. With
respect to Options and SARs, any substitutions or adjustments under: Sections 16.1 or 16.2 shall be based on
the intrinsic value of such Option or SAR as determined by the Committee, in its discretion, as of the date of
such substitution or adjustment. For the absence of doubt, if the Exercise Price per Share or Strike Price per
Share of an Option or SAR is higher than the Fair Market Value of a Share, the intrinsic value of such Option
or SAR shall equal zero. . :

17. Amendment or Termination of Plan.

The Board may at any time suspend or terminate the Plan. The Board may amend the Plan at any time,
provided that any material amendment to the Plan will not be effective unless approved by the Company’s
shareholders. For this purpose, a material amendment is any amendment that would (a) materially increase the
benefits accrued to participants under the Plan, (b) materially increase the number of Shares available under
the Plan (except by operation of the provisions of Section 16), (c) change the types of awards that may be
granted under the Plan, (d) materially modify the requirements for participation in the Plan, or () require
approval of the Company’s shareholders under any applicable law, regulation or rule, including the rules of
any stock exchange or market system upon which the Shares may then be listed. The Committee may, in its
sole and absolute discretion and without the consent of any grantee, amend the Plan or any Award Agreement,
to take effect retroactively or otherwise, as it deems necessary or advisable for the purpose of conforming the
Plan or such Award Agreement to any present or future law, regulation or rule applicable to the Plan. The
Committee may amend any Award Agreement in any other manner or may waive any ‘conditions or rights
under, or alter, suspend, discontinue, cancel or terminate, any Award theretofore granted, prospectively or
retroactively; provided, that any such amendment, waiver, alteration, suspension, discontinuance, cancellation
or termination that would materially adversely affect the rights of any grantee or any holder or beneficiary of
any Award theretofore granted shall not to that extent be effective without the consent of the affected grantee,
holder, or beneficiary. No amendment or termination of the Plan shall result in any acceleration .or delay in the
payment of any amount due under this Plan except to the extent such acceleration or delay would not result in
amounts granted or payable under the Plan becoming subject to (i) the gross income inclusion set forth in
Section 409A(a)(1)(A) of the Code, or (ii) the interest or additional tax set forth in !Sect'ion 409A(a)(1)(B) of
the Code. - )

18. Section 409A.

18.1 Awards Subject to Section 409A. The provisions of this Section 18 shall apply to any Award or
portion thereof that is or becomes deferred compensation subject to Section 409A, notwithstanding any
provision to the contrary contained in the Plan or the Award Agreement applicable to such Award.

18.2 Termination of Employment/Service. The term “termination of employment” or “termination of
service” shall mean the grantee’s “separation from service” as defined in Code Section 409A. For this purpose,
a “separation from service” is deemed to occur on the date that the Company, and the grantee reasonably
anticipate that the level of bona fide services the grantee would perform for the Company and/or any Affiliates
after that date (whether as an employee, director or other service provider) would permanently decrease to a
level that, based on the facts and circumstances, would constitute a separation from service; provided that a
decrease to a level that is 50% or more of the average level of bona fide services provided over the prior
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36 months shall not be a separation from service, and a decrease to a level that is 20% or less of the average
level of such bona fide services shall be a separation from service. The Committee retains the right and
discretion to specify, and may specify, whether a separation from service occurs for individuals providing
services to the Company or an Affiliate immediately prior to.an asset purchase transaction in which the
Company or an Affiliate is the seller who provide services to a buyer after and in connection with such asset
purchase transaction; provided, such specification is made in accordance with the requirements of Treasury
Regulation Section 1.409A-1(h)(4). To the extent that settlement of an Award subject to Section 409A is
triggered by a grantee’s separation from service, if the grantee is then a “specified employee” (as defined in
Section 409A(a)(2)(B)(i) of the Code) of the Company, no distribution shall be made before the date which is
six (6) months after such grantee’s date of separatlon from serv1ce or, if earher the date of the grantee’s
death.

18.3  Avoidance of Section 409A Penalties. The'Company intends for the Plan, as described herein:and
as may be subsequently amended from time to time, and for every Award Agreement under this Plan, to be
written, construed and operated (and the Plan and each Award Agreement shall be written, construed and
operated) in a manner such that no amounts granted or payable under the Plan or such Award Agreement
become subject to (a) the gross income inclusion set forth within Section 409A(a)(1)(A) of the Code, or
(b) the interest and additional tax set forth within Section 409A(a)(1)(B) of the Code. The provisions of the
Plan shall not be construed as a guarantee by the Company of any particular tax effect to any grantee. The
Company shall not be liable to any grantee for any payment or grant made under this Plan that is determined
to result in an additional tax, penalty or interest under Section 409A of the Code, nor for reporting in good
faith any payment or grant made under this Plan as an amount includible in gross income under Section 409A
of the Code.

19. Miscellaneous Provisions.

19.1 Forfeiture Events. - If the Company is required to prepare an accounting restatement due to the
material noncompliance of the Company, as a result of misconduct, with any financial reporting requirement
under the securities laws, any grantee who knowingly or through gross negligence engaged in the misconduct,
or who knowingly or through gross negligence failed to prevent the misconduct, and any grantee who is one
of the individuals subject to automatic forfeiture under Section 304 of the Sarbanes-Oxley Act of 2002, shall
reimburse the Company the amount of any payment in settlement of an Award. earned or accrued during the
twelve- (12-) month period following the first public-issuance or filing with the United States Securities and
Exchange Commission (whichever first occurred) of the financial document embodymg such financial
reporting requirement.

19.2  Rights as Employee or Service Provider. No person, even though eligible pursuant to Section 3,
shall have a right to be selected as a grantee, or, having been so selected, to be selected again as a grantee.
Nothing in the Plan or any Award granted under the Plan shall confer on any grantee a right to remain an
employee, service provider or a director of the Company or interfere with or limit in any way any right of the
Company or any Affiliate to terminate the grantee’s service at any time. To the extent that an employee of any
Affiliate receives an Award under the Plan, that Award shall in no event be understood or interpreted to mean
that the Company is the employee’s employer or that the employee has an employment relat1onsh1p with the
Company. ‘

19.3  Rights as a Shareholder. A grantee shall have no rights as a shareholder with respect to any
Shares covered by an Award until the date of the delivery of Shares pursuant to the Award (as evidenced by
the appropriate entry on the books of the Company or of a duly authorized transfer agent of the Company).
No adjustment shall be made for dividends, distributions or other rights for which the record date is prior to
the date such Shares are delivered, except as provided in Section 16 or another provision of the Plan. For the
absence of doubt, a grantee to whom Restricted Shares are delivered is entitled to all rlghts of a shareholder of
the Company.

194 Transferabzlzty of Awards. Except as provided below, no Award shall be assigned, alienated
pledged, attached, sold or otherwise transferred or encumbered by a grantee, except by will or the laws of
descent and distribution. Notwithstanding the foregoing, an Award Agreement may provide that a grantee may

A-18



transfer any vested Award, other than an Incentive Stock Option, to members of his or her immediate family
(as defined as his or her spouse, children or grandchildren) or to one or more trusts for the exclusive benefit of
such grantee or his or her immediate family members or partnerships in which such grantee or his or her
immediate family members are the only partners, if the transfer is approved by the Committee and the grantee
does not receive any consideration for the transfer. Any such transferred Award shall continue to be subject to
the same terms and conditions that were applicable to such Award immediately prior to its transfer (except
that such transferred Award shall not be further transferable by the transferee), Compliance with Section 15 of
the Plan (respecting tax withholding) shall remain the responsibility of the original grantee, and the rights of
any person under the Award upon or after the termination of service of the original grantee shall depend on
the circumstances of the original grantee’s termination of service. Any transfer shall be subject to such other
rules and procedures as the Committee may specify.

19.5 Delivery of Title to Shares. Subject to any governing rules or regulations, the Company shall
issue or cause to be delivered the Shares acquired pursuant to an Award and shall deliver such Shares to or for
the benefit of the grantee by means of one or more of the following: (a) by delivering to the grantee evidence
of book entry Shares credited to the account of the grantee, (b) by depositing such Shares for the benefit of
the grantee with any broker with which the grantee has an account relationship, or (c) by delivering such
Shares to the grantee in certificate form.

19.6  Fractional Shares. No fractional Shares shall be issued or delivered pursuant to the Plan or any
Award, and the Committee shall determine whether cash, other securities, or other property shall be paid or
transferred in lieu of any fractional Shares or whether such fractional Shares or any rights thereto shall be
canceled, terminated or otherwise eliminated. In the event of any payment by a grantee of any Exercise Price,
withholding obligation or otherwise under the Plan, where such payment is made in Shares, payment shall be
made in whole Shares only, in a number whose Fair Market Value does not exceed the amount to be paid.
Any amount payable with a value of a fractional Share shall be paid by grantee or the Company, as applicable,
in cash or such other manner as determined by the Committee.

19.7 Retirement and Welfare Plans. Neither Awards made under this Plan nor Shares or cash paid
pursuant to such Awards may be included as “compensation” for purposes of computing the benefits payable
to any grantee under the Company’s or any Affiliate’s retirement plans (both qualified and non-qualified) or
welfare benefit plans unless such other plan expressly provides that such compensation shall be taken into
account in computing a grantee’s benefit.

19.8 Beneficiary Designation. Each grantee may file with the Company a written designation of a
beneficiary who is to receive any benefit under the Plan to which the grantee is entitled in the event of such
grantee’s death before he or she receives any or all of such benefit. The grantee may change or revoke any
such designation without the consent of any designated beneficiary. Each designation will revoke all prior
designations by the same grantee, shall be in a form prescribed by or acceptable to the Committee, and will be
effective only when filed by the grantee in writing with the Committee during the grantee’s lifetime. If a
grantee dies without an effective designation of a beneficiary who is living (or in existence) at the time of the
grantee’s death, the Company will pay any remaining unpaid benefits to the grantee’s surviving spouse, if any,
or if none then to the grantee’s estate.

19.9 Severability. If any one or more of the provisions (or any part thereof) of this Plan shall be held
invalid, illegal or unenforceable in any respect, such provision shall be modified so as to make it valid, legal
and enforceable, and the validity, legality and enforceability of the remaining provisions (or any part thereof)
of the Plan shall not in any way be affected or impaired thereby.

19.10 No Constraint on Corporate Action. Nothing in this Plan shall be construed to: (a) limit, impair,
or otherwise affect the Company’s or any Affiliate’s right or power to make adjustments, reclassifications,
reorganizations, or changes of its capital or business structure, or to merge or consolidate, or dissolve,
liquidate, sell, or transfer all or any part of its business or assets; or (b) limit the right or power of the
Company or any Affiliate to take any action which such entity deems to be necessary or appropriate.
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19.11 Governing Law. The validity, construction, and effect of the Plan and any rules and regulations
relating to the Plan and any Award Agreement shall be determined in accordance with the-laws of the State of
Delaware without giving effect to the conflict of law principles thereof.”

19.13  No Trust or Fund Created. Neither the Plan nor any Award shall create or be construed to create
a trust or separate fund of any kind or a fiduciary relationship between the Company or any Affiliate and a
Participant or any other Person. To the extent that any Person acquires a right to receive payments from the
Company or any Affiliate pursuant to an Award, such right shall be no greater than the right of any unsecured
general creditor of the Company or any Affiliate. ‘

19.14 Construction. Captions and titles contained herein are for convenience only and shall not affect
the meaning or interpretation of any provision of the Plan. Except when otherwise indicated by the context,
the singular shall include the plural and the plural shall include the singular. Use of the term “or” is not
intended to be exclusive, unless the context clearly requires otherwise.
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APPENDIX B

USEC Inc. 2009 Employee Stock Purchase Plan
SECTION 1.

Purpose. The purpose of the USEC Inc. 2009 Employee Stock Purchase Plan (the “Plan”) is to provide
employees of USEC Inc.. (the “Company™) and its subsidiaries with an opportunity to become part owners of
the Company by purchasing Shares (as defined below) through periodic offerings financed by payroll
deductions. It is the intention of the Company to have the Plan qualify as an “Employee Stock Purchase Plan”
under Section 423 of the Code (as defined below). The provisions of the Plan shall be construed accordingly.

SECTION 2. _
Definitions. = As used in the Plan, the following terms shall have the meanings set forth below:

“Affiliate” shall mean (i) any entity that, direetly or indirectly, is controlled by the Company; (ii) any entity in
which the Company has a significant equity interest; and (iii) an affiliate of the Company, as defined in
Rule 12b-2 promulgated under Section 12 of the Exchange Act, in each case determined by the Committee.

“Board” shall mean the Board of Directors of the Company.
“Code” shall mean the Internal Revenue Code of 1986, as amended from time to time.
- “Change in Control” shall mean the occurrence of any of the following:

(1) any “Person,” as such term is used in Sections 13(d) and 14(d) of the Exchange Act or Persons
acting as a group (other than (A) the Company, (B) any trustee or other fiduciary holding securities under
an employee benefit plan of the Company, and (C) any corporation owned, directly or indirectly, by the
shareholders of the Company in substantially the same proportions as their ownership of Shares), is or
becomes the “beneficial owner” (as defined in Rule 13d-3 under the Exchange Act), directly orindirectly,
of securities of the Company by reason of having acquired such securities during the 12-month period
ending on the date of the most recent acquisition (not including any securities acquired directly from the
Company or its Affiliates) representing thirty percent (30%) or more of the total voting power of the
Company’s then outstandmg voting securities; or

(ii) the majority of members of the Company’s Board is replaced during any 12-month period by
directors whose appointment or election is not endorsed by a majority of the members of the Company’s
Board before the date of the appointment; or

(iii) there is consummated a merger or consolidation of the Company or any subsidiary of the
Company with any other corporation or other entity, resulting in a change described in clauses (i), (ii),
(@iv), (v), or (vi) of this definition, other than (A) 'a‘ merger or consolidation that would result in the voting
securities of the Company outstanding immediately prior théreto continuing to represent (either by
remaining outstanding or by being converted into voting securities of the surviving or parent entity) more
than sixty percent (60%) of the total voting power of the voting securities of the Company or such
surviving or parent entity outstanding immediately after such merger or consolidation or (B) a merger or
consolidation effected to implement a recapitalization of the Company (or similar transaction) in which
no Person, directly or indirectly, acquired forty percent (40%) or more of the total voting power of the
Company’s then outstanding securities (not including any securities acquired directly from the Company
or its Affiliates); or .

(iv) a liquidation of the Company involving the sale to any Person or Persons acting as a group of at
least forty percent (40%) of the total gross faJr market Value of all of the assets of the Company
immediately before the 11qu1dat10n or

(v) the sale or disposition by the Company or any direct or indirect subs1d1ary of the Company to any
Person or Persons acting as a group (other than any subsidiary of the Company) of assets that have a total
fair market value equal to forty percent (40%) or more of the total gross fair market value of all of the
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assets of the Company and its subsidiaries (taken as a whole) immediately before such sale or disposition
(or any transaction or related series of transactions having a similar effect), other than a sale or
disposition by the Company or any direct or indirect subsidiary of the Company to an entity, at least sixty
percent (60%) of the total voting power of the voting securities of which is beneficially owned by
shareholders of the Company in substantially the same proportions as their beneficial ownership of the
Company immediately prior to such sale; or

(vi) the sale or disposition by the Company or any direct or indirect subsidiary of the Company to
any Person or Persons acting as a group (other than any subsidiary of the Company) of a subsidiary or
subsidiaries of the Company credited under GAAP with' forty percent (40%) or more of the total revenues
of the Company and its subsidiaries (taken as a whole) in the current fiscal year or in any of the two
most recently completed fiscal years (or any transaction or related series of transactions having a similar
effect), other than a sale or disposition by the Company or any direct or indirect subsidiary of the
Company to an entity, at least sixty percent (60%) of the total voting power of the voting securities of
which is beneficially owned by shareholders of the Company in substantially the same proportions as
their beneficial ownership of the Company immediately prior to such sale; or

(vii) a change of the kind described in clauses (i), (i), (iii), or (iv) of this definition with respect to
any Material Subsidiary (with such determination made by replacing “Company” with “Material Subsid-
iary” in each instance in such clauses); provided, however, that for purposes of applying this provision to
clause (i) of this definition, a “Change in Control” shall not be deemed to occur solely as a result of a
Person or Persons acting as a group becoming the beneficial owner (as determined under clause (i) of this
definition) of less than fifty percent (50%) of the ownership interests of a Material Subsidiary, but shall
be deemed to occur if such Person or Persons acting as a group thereafter become the beneficial owner
(as determined under clause (i) of this definition) of fifty percent (50%) or more of the ownershlp
interests of such Material Subsidiary.

“Committee” shall mean a committee of the Board designated by the Board to administer the Plan.

“Compensation” shall mean the total earnings, prior to withholding and prior to employee elective contribu-
tions to a plan described in Sections 125 or 401(k) of the Code, paid to an Employee during the applicable
pay period, including overtime and bonus payments. Compensation shall exclude relocation expenses, tax
gross ups, referral bonuses, tuition reimbursement, the imputed value of group life insurance, car allowances,
contest earnings, any employer contributions to a 401(k) plan, or other similar extraordinary remuneration
received by such Employee.

“Employee” shall mean any individual who is an employee of the Company or of any Subsidiary whose
customary employment with the Company (or such Subsidiary) is at least twenty (20) hours per week or five
(5) months in any calendar year (within the meaning of Sections 423(b)(4)(B) and (C) of the Code,
respectively). For purposes of the Plan, the employment relationship shall be treated as continuing intact while
the individual is on sick leave or other leave of absence approved by the Company. Where the period of leave
exceeds ninety (90) days and the Employee’s right to reemployment is not guaranteed either by statute or by
contract, the employment relationship shall be deemed to have terminated on the ninety-first (91st) day of
such leave.

“Enrollment Date” shall mean the first day of each Offering Period.
“Exchange Act” shall mean the Securities Exchange Act of 1934, as amended.

“Fair Market Value” with respect to the Shares, as of any date, shall mean (i) the closing sales price of the
Shares on the New York Stock Exchange (or, if the Shares are no longer traded on the New York Stock
Exchange, any other such market on which the Shares are traded), or in the absence of reported sales on such
date, the closing sales price on the immediately preceding date on which sales were reported; and (ii) in the
event there is no public market for the ‘Shares, the fair market value as determined, in good faith, by the
Committee in its sole discretion.
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“Material Subsidiary” shall mean any subsidiary of the Company (a) whose total assets represent forty percent
(40%) or more of the total gross fair market value of all of the assets of the Company and its subsidiaries
(taken as a whole) at any time in the current fiscal year or in any of the two most recently completed fiscal
years or (b) credited under GAAP with forty percent (40%) or more of the total revenues of the Company and
its subsidiaries (taken as a whole) in the current fiscal year or in any of the two most recently completed fiscal
years. For purposes of the definitions of “Change in Control” and “Material Subsidiary” only, “subsidiary”
shall mean, with respect to any Person (the “parent”) at any date, any corporation, limited liability company,
partnership, association or other entity the accounts of which would be consolidated with those of the parent
in the parent’s consolidated financial statements if such financial statements. were prepared in accordance with
GAAP as of such date, as well as any other corporation, limited liability company, partnership, association or
other entity (a) of which securities or other ownership interests representing more than fifty percent (50%) of
the equity or more than fifty percent (50%) of the ordinary voting power or, in the case of a partnership, more
than fifty percent (50%) of the general partnership interests are, as of such date, or were, prior to a Change of
Control, owned, controlled or held, or (b) that is, or was prior to a Change of Control, otherwise Controlled,
by the parent or Gne or more subsidiaries of the parent or by the parent and one or more subsidiaries of the
parent. For purposes of this paragraph, “Controlled” shall mean the possession, directly or indirectly, of the
power to direct or cause the direction of the management or policies of a Person, whether through the ability
to exercise voting power, by contract, or otherwise. - N '

“Offering Period” shall mean a period of approximatély six (6) months, or such other period (not to exceed -
one (1) year) as.determined by the Committee. ; :

“Participant” shall mean an Employée who elects to participatevin the Plan by filing an Enrollment Form (as
defined in Section 6(b) hereof). ’ ‘ :

“Person” shall mean any individual, corporation, partnership, association, joint-stock company, trust, unincor-
porated organization, government or- political subdivision thereofor other entity. : , :

“Purchase Date” shall mean the date the Plan administrator shall acquire Shares for Participants (which shall
be the last business day of the Offering Period, unless otherwise determined by the Committee).

“SEC” shall méan'thé Securities and Exchange Corhmissidn or any successor thereto and shall include the
staff thereof. ‘ : ' '

“Shares” shall mean shares of common stock, $0.10 par value, of the Company, or such other securities of the
Company as may be designated by the Committee from time to time. :

“Subsidiary” shall mean a subsidiary of the Company as defined under Section 424(f) of the Code.

i

SECTION 3.

Administration.

(a) Authority of Committee. The Plan shall be administered by the Committee. Subject to the express
provisions of the Plan and applicable law, and in addition to other express powers and authorizations conferred
on the Committee by the Plan, the Committee shall have full power and authority. to construe and interpret the
Plan and may from time to time adopt such rules and regulations for carrying out the Plan as it may deem
necessary or desirable for the adnﬁnis.trapion of the Plan, including, but not limited to, the determination of
Offering Periods hereunder. - “

(b) Committee Discrétion Binding. Unless otherwise expressly provided in the Plan, all designations,
determinations, interpretations; and othér decisions under or with respect to the Plan, shall be within the sole-
discretion of the Committee, may be made at any time and shall be final, conclusive, and binding upon all
Persons, including the Company, any Subsidiary, any Participant, any Employee, and any designated
beneficiary. S “
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(c) Delegation. Subject to-the terms of the Plan and applicable law, the Committee may delegate to one or
more officers or managers of the Company or any Subsidiary, or to a committee of such officers or managers,
the authority, subject to such terms and limitations as the Committee shall determine, to administer the Plan.

(d) No Liability. No member -of the Board or Committee or any delegate pursuant to Section 3(c) shall be
liable for any action taken or determination made in good faith with respect to the Plan.

SECTION 4.

Shares Available for Awards.

(a) Shares Available. Subject to adjustment as pfovided in Section 4(b), the number of Shares which may be
sold under the Plan shall not exceed 1,000,000 Shares. The Board or Committee may specify the number of
Shares to be offered during an Offering Period. In the event that any Shares offered during an Offering Period
are not purchased, such unpurchased Shares may again be sold under the Plan.

(b) Adjustments. In the event that the Committee determines that-any dividend or other distribution (whether
in the form of cash, Shares, other securities, or other property), recapitalization, stock split, reverse stock split,
reorganization, merger, consolidation, split-up, spin-off, combination, repurchase, or exchange of Shares or
other securities of the Company, issuance of warrants or other rights to purchase Shares or other securities of
the Company, or other similar corporate transaction or event affects the Shares such that an adjustment is
determined by the Committee to be appropriate in order to prevent dilution or enlargement of the benefits or
potential benefits intended to be made available under the Plan, then the Committee shall, in such manner as it
may deem appropriate, make such equitable adjustments in the Plan and the then outstanding offerings as it
deems necessary and appropriate, including but not limited to changing the number of Shares reserved under
the Plan and the price of the current offering.

(¢) Source of Shares. Shares which are to be delivered under the Plan may be obtained by the Company from
its treasury, by purchases on the open market or from private sources, or by issuing authorized but unissued
Shares. Any issuance of authorized but unissued Shares shall be appfoved by the Board or the Committee.
Authorized but unissued Shares may not be delivered under the Plan if the purchase price thereof is less than
the par value of the Shares. Subject to the provisions of Section 11(i) below, fractional Shares may not be
issued and sold under the Plan. :

(d) Oversubscription. If the number of Shares that Participants become ‘entitled to purchase is greater than the
number of Shares offered in a particular Offering Period or remaining available, the available Shares shall be
allocated by the Committee among such Participants in such manner as it deems fair and equitable.

SECTION 5.

Eligibility. All Employees (including Employees who are directors) of the Company or of any Subsidiary
designated by the Committee, will be eligible to participate in the Plan, in accordance with such rules as may
be prescribed from time to time; provided, however, that such rules shall neither permit nor deny participation
in the Plan contrary to the requirements of the Code (including, but not limited to, Séctions 423(b)3), (@) and
(5) thereof) and regulations promulgated thereunder. No Employee shall be eligible to part1c1pate in the Plan
until the completion of six (6) months of service. During an Offering Period, no Employee may participate
under the Plan if such Employee would own 5% or more of the total combined voting power or value of all
classes of stock of the Company or any Subsidiary. For purposes of the precedlng sentence, the rules of
Section 424(d) of the:Code shall apply in determining the stock ownership of an Employee, and Shares which
the Employee would be permitted to purchase under the current Offering Period shall be treated as Shares
owned by the Employee.
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SECTION 6.

Participation and Offerings.

(a) The Company may authorize one or more Offering Periods to Employees to purchase Shares under the
Plan. The Committee may at any time suspend an Offering Period if required by law or if the Committee
determines in good faith that it is in the best interests of the Company.

(b) Eligible Employees may become Participants in such Offering Periods at such time(s) as determined by
the Committee by filing a form of enrollment (“Enrollment Form™) with the Company authorizing specified
regular payroll deductions. Subject to paragraph’ (c) below, payroll deductions for such purpose shall be in one
percent (1%) increments of Compensation subject to a minimum of one percent (1%) and a maximum
deduction of ten percent (10%) of Compensation per pay period.

(c) Notwithstanding anything else contained herein, no Employee may purchase Shares under this Plan and
any other qualified employee stock purchase plan (within the meaning of Section 423 of the Code) of the
Company or its Subsidiaries at a rate which exceeds $25,000 of Fair Market Value of Shares for each calendar
year in which a purchase is executed. For purposes of this Section, Fair Market Value shall be determined as
of the first date of the applicable Offering Period. ’

(d) The Company and participant Subsidiaries will establish Participant recordkeeping accounts for the payroll
deductions authorized pursuant to Section 6(b). No interest shall be earned by or credited to any recordkeeping
account. '

(e) A Participant may, by written notice at any time during the Offering Period, direct the Company to reduce
or increase payroll deductions, subject to a maximum of one change per Offering Period.

(f) A Participant may elect to withdraw all of his or her entire account prior to the end of the Offering Period.
No partial withdrawal will be permitted unless otherwise determined by the Committee. Any such withdrawal
will terminate such Participant’s participation for the remainder of the Offering Period. If a Participant '
withdraws from an Offering Period, payroll deductions shall not resume at the beginning of the succeeding
Offering Period unless the Participant delivers to the Company a new Enrollment Form.

(g) As of the last day of the Offering Period, the recordkeeping account of each Participant shall be totaled.
Subject to the provisions of Section 6(f) above, if such account contains sufficient funds to purchase one or
more Shares as of that date, the employee shall be deemed to have purchased the largest number of Shares at
the price determined under Section 7 below; such Participant’s account will be charged, on that date for the
amount of the purchase, and for all purposes under the Plan, the Participant shall be deemed to have acquired
the Shares on that date. The registrar for the Company will make an entry on its books and records evidencing
that such Shares have been duly issued as of that date.

(h) Any Shares purchased pursuant to Section 6(g) above shall include a one-year restriction on their sale.
The Participant will not be allowed to sell the Shares during the one-year restriction period and the reglstrar of
the Company will note in its records the restriction during the one-year restriction period.

(i) Each Participant may be requested to notify the Company of any disposition of Shares purchased pursuant
to the Plan prior to the expiration of the holding penods set forth in Section 423(a) of the Code.

SECTION 7.

Purchase Price. The purchase price of a Share pursuant to a transaction under the. Plan shall be 85% of the
Fa1r Market Value of a Share on the Purchase Date of the applicable Offering Period.

SECTION 8.

Termination of Employment. Upon a Participant’s ceasing to be an Employee of the Company or a

participating Subsidiary, for any reason, he or she shall be deemed to have elected to withdraw from the Plan
and the payroll deductions credited to such Participant’s account during the Offering Period, but not yet used
shall be returned the Participant or, in the case of his or her death, to the Participant’s designated beneficiary
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or estate. If the Participant ceases to be an Employee of the Company because he or she voluntarily resigns
his or her position with the Company or retires or is terminated for cause, the Shares in his or her account
may not be sold or a stock certificate issued until the restriction period under Section 6(h) has expired. If the
Participant ceases to be an Employee of the Company because of death, disability or termination other than
for cause, then the restriction period of Section 6(h) remaining on any Shares in his or her account shall be
deemed to have expired on the date employment is terminated.

SECTION 9.

Transferability. Neither payroll deductions credited to a Participant’s account nor any rights with regard to
the purchase of Shares under the Plan may be assigned, transferred, pledged, or otherwise disposed of in any
way (other than by will, laws of descent and distribution, or beneficiary designation) by a Participant. Any
such attempt at assignment, transfer, pledge, or other disposition shall be without effect, except that the
Company may treat such act as an election to withdraw funds from an Offering Period in accordance with
Section 6(f) hereof. '

SECTION 10.

Change in Control. Notwithstanding anything in the Plan to the contrary, in the event of a Change in
Control of the Company, if the Committee determines that the operation or administration of the Plan could
prevent Participants from obtaining the benefit of accrued purchase rights under the Plan, the Plan may be
terminated in any manner deemed by the Committee to provide equitable treatment to Participants. Equitable
treatment may include, but is not limited to, payment to each Participant of the amount of contributions
standing to such Participant’s account as of the date of the Change in Control, plus an additional amount
determined by (A) calculating the number of full Shares that could have been purchased for the Participant
immediately prior to the Change in Control at the purchase price (determined under Section 7 at the beginning
of the Offering Period (the “Purchase Price™)); and (B) multiplying that number of Shares by the difference
between the Purchase Price per Share and the highest price paid per Share in connection with the Change in
Control of the Company.

SECTION 11.

General Provisions.

(a) Amendments. The Board or the Committee may, from time to time, alter, amend, suspend, or discontinue
the Plan; provided, however, that no such alteration or amendment shall increase the maximum aggregate
number of Shares that may be issued under the Plan or change the designation of the corporations or class of
corporations whose Employees may participate in the Plan without the approval of the shareholders within
12 months before or after such action of the Board or the Committee.

(b) No Right to Employment. The grant of an Award shall not be construed as giving a Participant the right to
be retained in the employment of the Company or any Subsidiary. Further, the Company or any Subsidiary
may at any time dismiss a Participant from employment, free from any liability or claim under the Plan, unless
otherwise expressly provided in the Plan.

(c) No Rights as Shareholder. Subject to the provisions of the Plan, no Participant or holder or beneficiary of
any purchase shall have any rights as a shareholder with respect to any Shares to be distributed under the Plan
until such Shares have been purchased pursuant to Section 6(g) hereof.

(d) Obligatory Status. Part101pat10n in the Plan shall impose no obligation upon a Participant to purchase any
Shares under the Plan.

(e) Application of Funds. The proceeds received by the Company from the sale of Shares pursuant to
purchases under the Plan will be used for general corporate purposes.

(f) Severability. If any provision of the Plan becomes or is deemed to be invalid, illegal, or unenforceable in
any jurisdiction or as to any person, or would disqualify the Plan or any purchase under any law deemed
applicable by the Committee, such provision shall be construed or deemed amended to conform to the
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applicable laws, or if it cannot be construed or deemed amended without, in the determination of the
Committee, materially altering the intent of the Plan, such provision shall be stricken as to such jurisdiction or
person, and the remainder of the Plan shall remain in full force and effect.

(8) Governing Law. The validity, construction, and effect of the Plan and any rules and regulations relating to
the Plan shall be determined in accordance with the laws of the State of Delaware, without giving effect to the
conflict of law principles thereof.

(h) Other Laws. The Committee may refuse to issue or transfer any Shares if, acting in its sole discretion, it
determines that the issuance or transfer of such Shares or such other consideration might violate any applicable
law or regulation (including applicable non-U.S. laws or regulations) or entitle the Company to recover the
same under Section 16(b) of the Exchange Act, and any payment tendered to the Company by a Participant,
other holder or beneficiary in connection with the purchase of such Shares shall be promptly refunded to the
relevant Participant, holder or beneficiary. Without limiting the generality of the foregoing, no Plan provision
shall be construed as an offer to sell securities of the Company, and no such offer shall be outstanding, unless
and until the Committee in its sole discretion has determined that any such offer, if made, would be in
compliance with all applicable requirements of the U.S. federal or non-U.S. securities laws and any other laws
to which such offer, if made, would be subject.

(i) No Fractional Shares. No fractional Shares shall be issued or delivered pursuant to the Plan. Any payroll
deductions credited to a Participant’s account which are not sufficient to purchase a full Share shall in the
discretion of the Committee be retained in the Participant’s recordkeeping account for the subsequent Offering
Period, subject to early withdrawal by the Participant as provided in Section 6(f) hereof, or distributed as a
cash payment on the Purchase Date.

(j) Shareholder Approval. This Plan shall not be effective until approved by the shareholders of the Company
as provided in Section 423(b)(2) of the Code and the regulations thereunder.

(k) Headings. Headings are given to the Sections and subsections of the Plan solely as a convenience to
facilitate reference. Such headings shall not be deemed in any way material or relevant to the construction or
interpretation of the Plan or any provision thereof.

SECTION 12.

Term of the Plan.

(a) Effective Date. The Plan shall be effective as of February 25, 2009, provided it has been approved by the
Company’s shareholders.

(b) Expiration Date. The Plan shall terminate, subject to the provisions of Sections 4(d) and 11(a) above,
coincident with the completion of any Offering Period under which the limitation on the total number of
Shares in Section 4(a) above has been reached.



002CS-18172



