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This quarterly report on Form 10-Q, including “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Part I,
Item 2, contains “forward-looking statements” within the meaning of Section 21E of the Securities Exchange Act of 1934 – 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 ongoing transition of our business, including
uncertainty regarding the transition of the Paducah gaseous diffusion plant and uncertainty regarding continued funding for the American Centrifuge project;
the impact of a potential de-listing of our common stock on the NYSE, including the potential for the holders of our convertible notes to require the
Company to repurchase their notes in the event of a de-listing; the impact of a potential balance sheet restructuring on the holders of our common stock and
convertible notes; risks related to the need to restructure the investments by Toshiba Corporation (“Toshiba”) and Babcock & Wilcox Investment Company
(“B&W”); risks related to the underfunding of our defined benefit pension plans and the impact of the potential requirement for us to place an amount in
escrow or purchase a bond with respect to such underfunding; the impact of uncertainty regarding our ability to continue as a going concern on our liquidity
and prospects; the expiration of our agreement with Energy Northwest on May 31, 2013 and uncertainty regarding our ability to reach an agreement with
potential interested parties for a short term extension of enrichment at 
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the Paducah gaseous diffusion plant beyond May 31, 2013 and the impact of actions we will need to take in the near term if an agreement is not reached; the
continued impact of the March 2011 earthquake and tsunami in Japan on the nuclear industry and on our business, results of operations and prospects;  the
impact and potential extended duration of the current supply/demand imbalance in the market for low enriched uranium (“LEU”); our ability to manage the
transition costs and other impacts of ceasing enrichment at Paducah; uncertainty regarding the timing, amount and availability of additional funding for the
research, development and demonstration (“RD&D”) program and the dependency of government funding on Congressional appropriations; restrictions in
our credit facility on our spending on the American Centrifuge project and the potential for us to demobilize the project;  limitations on our ability to
provide any required cost sharing under the RD&D program; uncertainty concerning our ability through the RD&D program to demonstrate the technical and
financial readiness of the centrifuge technology for commercialization; uncertainty concerning the ultimate success of our efforts to obtain a loan guarantee
from the U.S. Department of Energy (“DOE”) and other financing for the American Centrifuge project and the timing and terms thereof; potential changes in
our anticipated ownership of or role in the American Centrifuge project, including as a result of the need to raise additional capital to finance the project; the
impact of actions we have taken or may take to reduce spending on the American Centrifuge project, including the potential loss of key suppliers and
employees, and impacts to cost and schedule; the impact of delays in the American Centrifuge project and uncertainty regarding our ability to remobilize the
project; the potential for DOE to seek to terminate or exercise its remedies under the RD&D cooperative agreement or June 2002 DOE-USEC agreement;
changes in U.S. government priorities and the availability of government funding, including loan guarantees; our ability to extend, renew or replace our
credit facility that matures on September 30, 2013; risks related to our inability to repay our convertible notes at maturity in October 2014; restrictions in our
credit facility that may impact our operating and financial flexibility; our dependence on deliveries of LEU from Russia under a commercial agreement (the
“Russian Contract”) with a Russian government entity known as Techsnabexport (“TENEX”) that expires in 2013 and under a new commercial supply
agreement with Russia (the “Russian Supply Agreement”) and limitations on our ability to import the Russian LEU we buy under the Russian Supply
Agreement into the United States and other countries; the decrease or elimination of duties charged on imports of foreign-produced low enriched uranium;
pricing trends and demand in the uranium and enrichment markets and their impact on our profitability; movement and timing of customer orders; changes
to, or termination of, our contracts with the U.S. government; risks related to delays in payment for our contract services work performed for DOE; the impact
of government regulation by DOE and the U.S. Nuclear Regulatory Commission; 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
impact of volatile financial market conditions on our business, liquidity, prospects, pension assets and credit and insurance facilities; the impact of potential
changes in the ownership of our stock on our ability to realize the value of our deferred tax benefits; the timing of recognition of previously deferred
revenue;  and other risks and uncertainties discussed in this and our other filings with the Securities and Exchange Commission, including our Annual Report
on Form 10-K for the year ended December 31, 2012 (“10-K”). 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 entitled “Risk
Factors” and the other sections of this report and our 10-K, which are available on our website at www.usec.com.  Readers are urged to carefully review and
consider the various disclosures made in this report and in our other filings with the Securities and Exchange Commission that attempt to advise interested
parties of the risks and factors that may affect our business. We do not undertake to update our forward-looking statements to reflect events or circumstances
that may arise after the date of this quarterly report on Form 10-Q except as required by law.
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USEC Inc.
CONSOLIDATED CONDENSED BALANCE SHEETS

(Unaudited)
(millions)

 
 

  
March 31,

2013   
December 31,

2012  
ASSETS       
Current Assets       
Cash and cash equivalents  $ 71.9  $ 292.9 
Restricted cash   15.1   - 
Accounts receivable, net   153.2   134.8 
Inventories   1,060.8   1,593.2 
Deferred costs associated with deferred revenue   106.2   116.8 
Other current assets   22.2   19.2 
Total Current Assets   1,429.4   2,156.9 
Property, Plant and Equipment, net   43.9   51.0 
Other Long-Term Assets         
Deposits for surety bonds   22.6   22.3 
Goodwill   -   6.8 
Other assets   28.9   29.4 
Total Other Long-Term Assets   51.5   58.5 
Total Assets  $ 1,524.8  $ 2,266.4 
         
LIABILITIES AND STOCKHOLDERS’ EQUITY (DEFICIT)         
Current Liabilities         
Accounts payable and accrued liabilities  $ 139.0  $ 145.8 
Payables under Russian Contract   -   209.8 
Inventories owed to customers and suppliers   474.7   950.0 
Deferred revenue and advances from customers   156.8   125.5 
Credit facility term loan   -   83.2 
Convertible preferred stock   103.7   100.5 
Total Current Liabilities   874.2   1,614.8 
Long-Term Debt   530.0   530.0 
Other Long-Term Liabilities         
Postretirement health and life benefit obligations   210.4   207.2 
Pension benefit liabilities   322.4   321.7 
Other liabilities   57.4   65.6 
Total Other Long-Term Liabilities   590.2   594.5 
Commitments and Contingencies (Note 14)         
Stockholders’ Equity (Deficit)   (469.6)   (472.9)
Total Liabilities and Stockholders’ Equity (Deficit)  $ 1,524.8  $ 2,266.4 

See notes to consolidated condensed financial statements.
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USEC Inc.
CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

(Unaudited)
(millions, except per share data)

  
Three Months Ended

March 31,  
  2013   2012  
Revenue:       
Separative work units  $ 290.2  $ 537.9 
Uranium   27.6   - 
Contract services   2.6   4.1 
Total Revenue   320.4   542.0 
Cost of Sales:         
Separative work units and uranium   303.8   501.2 
Contract services   3.3   4.1 
Total Cost of Sales   307.1   505.3 
Gross profit   13.3   36.7 
Advanced technology costs   59.3   36.7 
Selling, general and administrative   12.9   13.6 
Special charge for workforce reductions and advisory costs   2.4   6.4 
Other (income)   (47.6)    - 
Operating (loss)   (13.7)   (20.0)
Interest expense   13.3   12.7 
Interest (income)   (0.3)   (0.1)
(Loss) from continuing operations before income taxes   (26.7)   (32.6)
Provision (benefit) for income taxes   (3.0)   (3.3)
Net (loss) from continuing operations   (23.7)   (29.3)
Net income from discontinued operations   21.7   0.5 
Net (loss)  $ (2.0)  $ (28.8)
         
Net (loss) from continuing operations per share – basic and diluted  $ (.19)  $ (.24)
Net (loss) per share – basic and diluted  $ (.02)  $ (.24)
Weighted-average number of shares outstanding – basic and diluted   123.1   122.3 

See notes to consolidated condensed financial statements.
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USEC Inc.
CONSOLIDATED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) (Unaudited)

(millions)

  
Three Months Ended

March 31,  
  2013   2012  
       
Net (loss)  $ (2.0)  $ (28.8)
Other comprehensive income, before tax:         
Amortization of actuarial (gains) losses, net (Note 10)   6.8   6.0 
Amortization of prior service costs (Note 10)   0.2   0.4 
Other comprehensive income, before tax   7.0   6.4 
Income tax expense related to items of other comprehensive income   (2.6)   (2.3)
Other comprehensive income, net of tax   4.4   4.1 
Comprehensive income (loss)  $ 2.4  $ (24.7)

See notes to consolidated condensed financial statements.
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USEC Inc.
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited)
(millions)

  
Three Months Ended

March 31,  
  2013   2012  
Cash Flows from Operating Activities       
Net (loss)     $ (2.0)  $ (28.8)
Adjustments to reconcile net (loss) to net cash provided by (used in) operating activities:         
Depreciation and amortization    9.4   10.2 
Deferred income taxes    (2.6)   (2.3)
Convertible preferred stock dividends payable-in-kind     3.2   2.9 
Gain on sale of subsidiary    (35.6)   - 
Changes in operating assets and liabilities:         
Accounts receivable – (increase)       (15.1)   (36.0)
Inventories, net – decrease          57.1   347.8 
Payables under Russian Contract – (decrease)     (209.8)   (206.9)
Deferred revenue, net of deferred costs – increase (decrease)      41.9   (1.6)
Accounts payable and other liabilities – increase (decrease)   (3.4)   2.3 
Accrued depleted uranium disposition – (decrease)          -   (45.2)
Restricted cash – (increase)        (15.1)   - 
Other, net       (3.3)   5.3 
Net Cash Provided by (Used in) Operating Activities                 (175.3)   47.7 
         
Cash Flows Provided by (Used in) Investing Activities         
Capital expenditures               -   (2.9)
Deposits for surety bonds            (0.3)   - 
Proceeds from sale of subsidiary           39.9   - 
Net Cash Provided by (Used in) Investing Activities         39.6   (2.9)
         
Cash Flows Used in Financing Activities         
Borrowings under revolving credit facility      -   96.5 
Repayments under revolving credit facility       -   (96.5)
Repayment of credit facility term loan     (83.2)   - 
Payments for deferred financing costs        (2.0)   (9.7)
Common stock issued (purchased), net     (0.1)   (0.4)
Net Cash (Used in) Financing Activities             (85.3)   (10.1)
Net Increase (Decrease)     (221.0)   34.7 
Cash and Cash Equivalents at Beginning of Period        292.9   37.6 
Cash and Cash Equivalents at End of Period       $ 71.9  $ 72.3 
Supplemental Cash Flow Information:         
Interest paid           $ 3.2  $ 3.0 
Income taxes paid, net of refunds         0.4   0.3 

See notes to consolidated condensed financial statements.
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USEC Inc.
CONSOLIDATED CONDENSED STATEMENTS OF

STOCKHOLDERS’ EQUITY (DEFICIT)
(Unaudited)

(millions, except per share data)

  

Common
Stock,

Par Value
$.10 per Share   

Excess of
Capital over

Par Value   

Retained
Earnings
(Deficit)   

Treasury
Stock   

Accumulated
Other

Comprehensive
Income (Loss)   Total  

Three Months Ended March 31, 2012                 
Balance at December 31, 2011  $ 13.0  $ 1,212.5  $ (161.2)  $ (49.4)  $ (262.5)  $ 752.4 
Other comprehensive income, net of tax

(Note 15)   -   -   -   -   4.1   4.1 
Restricted and other common stock issued,

net of amortization   -   1.6   -   (0.4)   -   1.2 
Net (loss)   -   -   (28.8)   -   -   (28.8)
Balance at March 31, 2012  $ 13.0  $ 1,214.1  $ (190.0)  $ (49.8)  $ (258.4)  $ 728.9 
                         
Three Months Ended March 31, 2013                      
Balance at December 31, 2012  $ 13.0  $ 1,200.8  $ (1,361.8)  $ (33.0)  $ (291.9)  $ (472.9)
Other comprehensive income, net of tax

(Note 15)   -   -   -   -   4.4   4.4 
Restricted and other common stock issued,

net of amortization   -   1.0   -   (0.1)   -   0.9 
Net (loss)   -   -   (2.0)   -   -   (2.0)
Balance at March 31, 2013  $ 13.0  $ 1,201.8  $ (1,363.8)  $ (33.1)  $ (287.5)  $ (469.6)

See notes to consolidated condensed financial statements.
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USEC Inc.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

(Unaudited)

1. BASIS OF PRESENTATION

The unaudited consolidated condensed financial statements as of and for the three months ended March 31, 2013 and 2012 have been prepared pursuant
to the rules and regulations of the Securities and Exchange Commission. The unaudited consolidated condensed financial statements reflect all adjustments
which are, in the opinion of management, necessary for a fair statement of the financial results for the interim period. Certain information and notes normally
included in financial statements prepared in accordance with generally accepted accounting principles in the United States (“GAAP”) have been omitted
pursuant to such rules and regulations. Certain amounts in the consolidated condensed financial statements have been reclassified to conform to the current
presentation.

Operating results for the three months ended March 31, 2013 are not necessarily indicative of the results that may be expected for the year ending
December 31, 2013. The unaudited consolidated condensed financial statements 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 included in the annual report on Form 10-K for
the year ended December 31, 2012.

Liquidity Risks and Uncertainties

USEC’s consolidated condensed financial statements have been prepared assuming that USEC will continue as a going concern, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business for the 12- month period following the date of these financial
statements.

USEC reported a net loss of $1.2 billion in the year ended December 31, 2012 and a net loss of $491.1 million in the year ended December 31, 2011. 
These net losses were primarily the result of expenses related to the development of the American Centrifuge project, including the expense of previously
capitalized amounts during both periods and related tax valuation allowances.  USEC reported a net loss of $2.0 million for the three months ended March
31, 2013 and cash and cash equivalents of $71.9 million as of March 31, 2013. USEC expects that its cash balance, internally generated cash from its LEU
operations and services provided by its contract services segment, and available borrowings under its revolving credit facility will provide sufficient cash to
meet its obligations as they become due for at least 12 months from the date of the financial statements, assuming the renewal or replacement of its revolving
credit facility past September 2013.  On March 14, 2013, USEC amended its credit facility, among other things, to extend the expiration date of the credit
facility from May 31, 2013 to September 30, 2013. USEC repaid its existing term loan in connection with the amendment. USEC’s credit facility is available
to finance working capital needs and general corporate purposes. USEC believes it is reasonable to expect an extension or replacement for the facility by
September 2013.  USEC’s credit facility needs at that time will depend on USEC’s working capital needs, which in part depend on the timing of USEC’s
transition of enrichment at the Paducah gaseous diffusion plant, and USEC may need a substantially smaller credit facility in the future.  USEC’s credit
facility would also likely be replaced as part of any potential restructuring (discussed below).  In addition, if USEC were unable to renew or replace its credit
facility beyond September 2013, USEC would seek to work with customers, if needed, to effect further order movements to provide sufficient liquidity and
working capital.
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Although USEC expects to have adequate liquidity to meet its obligations for at least 12 months, in light of the significant transition of USEC’s business

and the uncertainties and challenges facing USEC and in order to improve USEC’s credit profile and its ability to successfully finance and deploy the
American Centrifuge project and to maximize USEC’s participation in such project, USEC is engaged with its advisors and certain stakeholders on
alternatives for a possible restructuring of its balance sheet.  USEC continues to believe that the deployment of the American Centrifuge project represents
USEC’s clearest path to a long-term, direct source of domestic enrichment production, and therefore the long-term viability of USEC’s LEU business, and
USEC believes that a restructuring could improve the likelihood of success in the deployment of the American Centrifuge project.  Although USEC has no
assurance regarding its ability to pursue or complete a restructuring, a restructuring could result in significant changes to the Company’s capital structure and
adjustments to its balance sheet, including the creation of a new entity for accounting purposes, which would have a material impact on USEC’s financial
statements, including the going concern assumption on which they have been prepared.

In addition, on May 8, 2012, USEC received a notice from the New York Stock Exchange (“NYSE”) that the average closing price of its common stock
was below the NYSE’s continued listing criteria relating to minimum share price.  USEC intends to seek shareholder approval for a reverse stock split at its
next annual meeting of stockholders, scheduled for June 27, 2013, to seek to regain compliance with the minimum share price condition.  On April 30, 2013,
USEC received notice from the NYSE that the decline in USEC’s total market capitalization has caused it to be out of compliance with another of the NYSE’s
continued listing standards. Under applicable NYSE rules, USEC has 45 days from the receipt of the notice to submit a plan advising the NYSE of definitive
action it has taken, or is taking, that would bring it into conformity with the market capitalization listing standards within 18 months of receipt of the letter. If
the NYSE accepts the plan, USEC’s common stock will continue to be listed on the NYSE during the 18 month cure period, subject to the compliance with
other NYSE continued listing standards and continued periodic review by the NYSE of USEC’s progress with respect to its plan.  If the plan is not submitted
on a timely basis, is not accepted, or is accepted but USEC does not make progress consistent with the plan during the plan period, USEC will be subject to
suspension and delisting from the NYSE.

A delisting of USEC’s common stock by the NYSE and the failure of its common stock to be listed on another national exchange could cause significant
adverse consequences.  A fundamental change is triggered under the terms of USEC’s convertible notes if USEC’s shares of common stock are not listed for
trading on any of the NYSE, the American Stock Exchange, the NASDAQ Global Market or the NASDAQ Global Select Market, and the holders of the notes
can require USEC to repurchase the notes at par for cash. USEC does not have adequate cash to repurchase the notes.  A failure by USEC to offer to repurchase
the notes or to repurchase the notes after the occurrence of a fundamental change is an event of default under the indenture governing the notes.  The
occurrence of a fundamental change under the convertible notes that permits the holders of the convertible notes to require a repurchase for cash is also an
event of default under USEC’s credit facility.  See Note 14, “NYSE Listing Notice” for additional information.

USEC is in discussions with the Pension Benefit Guaranty Corporation (“PBGC”) regarding the impact of its de-lease of the Portsmouth gaseous
diffusion plant and related transition of employees on its defined benefit plan funding obligations. USEC could also face a liability related to a future
decision to discontinue activities at the Paducah gaseous diffusion plant.  See Note 14, “Potential ERISA Section 4062(e) Liability” for additional
information.
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USEC could also demobilize the American Centrifuge project if additional funding for the research, development and demonstration (“RD&D”) program
is not obtained or if it determines that there is no longer a viable path to commercialization of the American Centrifuge Plant (“ACP”) or could also take
actions to restructure the project that could result in changes in its anticipated ownership of or role in the project.  See Note 14, “American Centrifuge Plant”
for additional information.

 
The above noted actions, as well as actions that may be taken by vendors, customers, creditors and other third parties in response to its actions or based

on their view of its financial strength and future business prospects, could give rise to events that individually, or in the aggregate, impose significant
demands on USEC’s liquidity.

New Accounting Standard

In February 2013, the Financial Accounting Standards Board (“FASB”) issued guidance on the presentation of accumulated other comprehensive income
(“AOCI”), adding new disclosure requirements for items reclassified out of AOCI. The new guidance does not amend any existing requirements for reporting
net income or other comprehensive income in the financial statements. The implementation of the new guidance in the first quarter of 2013 is reflected in the
notes to USEC’s consolidated condensed financial statements and did not have an effect on USEC’s results of operations, cash flows or financial position.
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2. SALE OF NAC SUBSIDIARY

On January 23, 2013, USEC entered into a stock purchase agreement (the “Stock Purchase Agreement”) with Hitz Holdings U.S.A. Inc. (“Hitz”), a
subsidiary of Hitachi Zosen Corporation (“Hitachi Zosen”). Pursuant to the Stock Purchase Agreement, on March 15, 2013, Hitz acquired all of the
outstanding shares of USEC’s wholly-owned subsidiary NAC International, Inc. (“NAC”).  NAC was acquired by USEC in 2004 and provides transportation
and storage systems for spent nuclear fuel and provides nuclear and energy consulting services.

The preliminary purchase price for NAC was $42.4 million, which is equal to $45 million less an estimated net working capital adjustment of $2.6
million. On March 15, 2013, Hitz paid USEC $39.9 million in cash, which is the preliminary purchase price of $42.4 million less an escrow account deposit
by Hitz of $2.5 million. On April 23, 2013, Hitz paid USEC $3.3 million representing the final determination of the net working capital adjustment and the
release to USEC of the $2.5 million escrow account deposit. USEC recorded a gain on the sale of $35.6 million in the first quarter of 2013, representing the
final sale proceeds of $43.2 million less the net carrying amount of NAC assets and liabilities of $5.5 million (including goodwill of $6.8 million) and
transaction costs of $2.1 million.

The following financial information related to NAC is segregated from continuing operations and reported as discontinued operations through the date
of divestiture (in millions).

  
Three Months Ended

March 31,  
  2013   2012  
       
Revenue  $ 13.7  $ 19.5 
Cost of sales   11.8   17.4 
Gross profit   1.9   2.1 
Advanced technology costs   -   0.1 
Selling, general and administrative   1.8   1.3 
Operating income   0.1   0.7 
Gain on sale of subsidiary   35.6    - 
Income before income taxes   35.7   0.7 
Provision for income taxes   14.0   0.2 
Net income from discontinued operations  $ 21.7  $ 0.5 

3. WORKFORCE REDUCTIONS AND ADVISORY COSTS

USEC’s business is in a state of significant transition. In early 2012, USEC initiated an internal review of its organizational structure and engaged a
management consulting firm to support this review. USEC is also engaged with its advisors and certain stakeholders on alternatives for a possible
restructuring of its balance sheet. Costs for these advisors totaled $2.4 million in the first quarter of 2013 compared to $4.5 million in the first quarter of 2012.
Additionally, a charge of $1.9 million was incurred in the first quarter of 2012 for one-time termination benefits for affected employees at our American
Centrifuge design and engineering operations in Oak Ridge, Tennessee, and our headquarters operations located in Bethesda, Maryland.
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4. ADVANCED TECHNOLOGY COSTS AND OTHER INCOME

USEC is conducting a research, development and demonstration (“RD&D”) program for the American Centrifuge technology with cost share funding
from the U.S. Department of Energy (“DOE”). The objectives of the RD&D program are to demonstrate the American Centrifuge technology through the
construction and operation of a commercial demonstration cascade of 120 centrifuge machines and sustain the domestic U.S. centrifuge technical and
industrial base for national security purposes and potential commercialization of the American Centrifuge technology. This includes activities to reduce the
technical risks and improve the future prospects of deployment of the American Centrifuge technology. The June 2012 cooperative agreement with DOE, as
most recently amended on March 15, 2013, defines the scope, funding and technical goals for the RD&D program. The program schedule runs from June 1,
2012 through December 31, 2013.  The total investment in the program will be up to $350 million, with DOE providing 80%, and USEC providing 20% of
the total. DOE’s total contribution would be up to $280 million and USEC’s contribution would be up to $70 million. The cooperative agreement is being
incrementally funded, and $177.8 million of DOE funding has been provided as follows:

·  $87.7 million of funding was provided by DOE accepting title to quantities of depleted uranium that enabled USEC to release encumbered
funds that were providing financial assurance for the disposition of this depleted uranium;

 
·  $45.7 million of funding was provided pursuant to the six-month continuing appropriations resolution passed by Congress and signed by the

President on September 28, 2012; and
 

·  $44.4 million of funding was provided in March 2013 by DOE transferring the SWU component of LEU that DOE previously acquired from
USEC in exchange for the transfer of quantities of USEC’s depleted uranium to DOE.

As of March 31, 2013, USEC has made cumulative qualifying American Centrifuge expenditures of $174.6 million. DOE’s pro-rata share is 80% or
$139.7 million. Of the $139.7 million, $106.7 million has been received by USEC and DOE’s remaining funding share of $33.0 million is included in current
accounts receivable as of March 31, 2013. Additionally, advances from customers as of March 31, 2013 include the funding provided by DOE in March 2013
of $44.4 million.

In the first quarter of 2013, USEC made qualifying American Centrifuge expenditures of $59.5 million. DOE’s pro-rata share of 80% for the first quarter
of 2013, or $47.6 million, is recognized as other income in the three months ended March 31, 2013.

The amount of federal funding made available to date is expected to fund RD&D program activities through June 15, 2013. The recently enacted Fiscal
Year 2013 continuing appropriations resolution included additional funding for continued work on the RD&D program at an annual rate of $110 million,
which is expected to fund the RD&D program through September 30, 2013. USEC has adjusted its program spending to accommodate changes to the timing
and amount of federal funding and remains on schedule and budget to complete the RD&D program by the end of 2013. USEC will continue to work with
Congress and the administration to fund the RD&D program through December 2013 and achieve the remaining program milestones. Funding from DOE for
the RD&D program is subject to Congressional appropriations, Congressional transfer or reprogramming authority to permit the use by DOE of funds
previously appropriated for other programs, or other sources available to DOE. There is no assurance that this additional funding will be made available.
 
 
 

13



 

 
Additional details regarding financing required to complete the American Centrifuge Plant and commitments related to the American Centrifuge under

the 2002 DOE-USEC Agreement and the June 2012 cooperative agreement are provided in Note 14.
 

5.  ACCOUNTS RECEIVABLE

  
March 31,

2013   
December 31,

2012  
  (millions)  
Utility customers  $ 106.1  $ 118.3 
Sale of NAC (see Note 2)   3.3   - 
DOE pro-rata share of RD&D program funding   33.0   4.4 
Contract services, primarily DOE:         
Billed revenue   8.7   10.5 
Unbilled revenue    2.1   1.6 
   10.8   12.1 
  $ 153.2  $ 134.8 

 
Additional details regarding DOE’s pro-rata share of funding for American Centrifuge expenditures under the RD&D program are provided in Note 4.

Billings for contract services related to DOE are generally invoiced based on provisional billing rates approved by DOE. Unbilled revenue represents the
difference between actual costs incurred, prior to incurred cost 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.

Current accounts receivable are net of valuation allowances and allowances for doubtful accounts totaling $2.4 million at March 31, 2013 and $2.1
million at December 31, 2012. Certain receivables from DOE of $25.8 million, net of valuation allowances, are included in other long-term assets as of March
31, 2013 and December 31, 2012 based on the extended timeframe expected to resolve claims for payment filed by USEC under the Contract Disputes Act.
USEC believes DOE has breached its agreement by failing to establish appropriate provisional billing and final indirect cost rates on a timely basis.

6. INVENTORIES

USEC is a supplier of low enriched uranium (“LEU”) for nuclear power plants. 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 U235 and depleted uranium having a lower percentage of U235. 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 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.

USEC holds uranium, principally at the Paducah gaseous diffusion plant (“GDP”), in the form of natural uranium and as the uranium component of LEU.
USEC holds SWU as the SWU component of LEU. USEC may also hold title to the uranium and SWU components of LEU at fabricators to meet book transfer
requests by customers. Fabricators process LEU into fuel for use in nuclear reactors.
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Components of inventories follow (in millions):

  March 31, 2013   December 31, 2012  

  
Current
Assets   

Current
Liabilities (a)   

Inventories,
Net   

Current
Assets   

Current
Liabilities (a)   

Inventories,
Net  

                   
Separative work units  $ 653.8  $ 210.8  $ 443.0  $ 880.9  $ 382.7  $ 498.2 
Uranium   400.6   263.9   136.7   703.7   567.3   136.4 
Materials and supplies   6.4   -   6.4   8.6   -   8.6 
  $ 1,060.8  $ 474.7  $ 586.1  $ 1,593.2  $ 950.0  $ 643.2 

(a)  Inventories owed to customers and suppliers, included in current liabilities, consist primarily of SWU and uranium inventories owed to fabricators.
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 at the fabricator. USEC’s balances of SWU and uranium vary over time based on the timing and size of the fabricator’s
LEU orders from USEC. Balances can be positive or negative at the discretion of the fabricator. 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 values of approximately $1.7 billion at March 31, 2013, and $1.9 billion at December 31, 2012, 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 9% decline in quantities
and a 2% decline in the uranium spot price indicator. Utility customers provide uranium to USEC as part of their enrichment contracts. 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 title to
uranium is transferred to USEC.

7. DEFERRED REVENUE AND ADVANCES FROM CUSTOMERS

  
March 31,

2013   
December 31,

2012  
  (millions)  
Deferred revenue  $ 112.1  $ 123.1 
Advances from customers   44.7   2.4 
  $ 156.8  $ 125.5 
         
Deferred costs associated with deferred revenue  $ 106.2  $ 116.8 

 
Advances from customers as of March 31, 2013 include $44.4 million of funding provided by DOE in March 2013 for the RD&D program. Details are

provided in Note 4.
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8. DEBT

Credit Facility

On March 14, 2013, USEC amended its credit facility that was scheduled to mature on May 31, 2013. The amended revolving credit facility totals $110.0
million (including letters of credit of up to $50.0 million or $25.0 million upon cessation of enrichment at the Paducah GDP) and matures on September 30,
2013. The term loan under the credit facility was repaid in connection with the amendment.

Utilization of the credit facility at March 31, 2013 and December 31, 2012 follows:

  March 31,   December 31,  
  2013   2012  
  (millions)  

Borrowings under the revolving credit facility  $ -  $ - 
Term loan                                                                         -   83.2 
Letters of credit                                                                         12.4   14.7 
Available credit                                                                         67.6   87.1 

As of March 31, 2013, USEC met all of the reserve provision and collateral requirements of the credit facility and was in compliance with all of the
covenants.

The credit facility is secured by assets of USEC Inc. and its subsidiaries, excluding equity in, and assets of, subsidiaries created to carry out future
commercial American Centrifuge activities. Borrowings under the credit facility are subject to limitations based on established percentages of eligible
accounts receivable and USEC-owned inventory pledged as collateral to the lenders. The amended credit facility requires cash collateralization of letters of
credit issued by the bank at 105%. Cash collateralization of $15.1 million as of March 31, 2013 is classified as restricted cash. Available credit reflects the
levels of qualifying assets at the end of the previous month less any borrowings or letters of credit.

The credit facility is available to finance working capital needs and general corporate purposes.  The credit facility imposes limitations and restrictions
on USEC’s ability to invest in the American Centrifuge project. With certain exceptions, all funds of USEC Inc. and its subsidiaries will be subject to full
cash dominion, meaning that they will be swept on a daily basis into an account with the administrative agent and will be used to pay outstanding loans
before they are available to USEC for use in its operations.

The credit facility contains various reserve provisions that reduce available borrowings under the facility periodically including a permanent availability
block equal to $30.0 million. The other reserves under the revolving credit facility, such as availability reserves and borrowing base reserves, are customary
for credit facilities of this type.

Convertible Senior Notes due 2014

Convertible senior notes amounted to $530.0 million as of March 31, 2013 and December 31, 2012. The convertible senior notes are due October 1, 2014.
Interest of 3.0% is payable semi-annually in arrears on April 1 and October 1 of each year. The notes were not eligible for conversion to common stock as of
March 31, 2013 or December 31, 2012.
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Deferred Financing Costs

Financing costs are generally deferred and amortized over the life of the instrument. A summary of deferred financing costs for the three months ended
March 31, 2013 follows (in millions):

  
December 31,

2012   Additions   Reductions   
March 31,

 2013  
Other current assets:             

Bank credit facilities  $ 3.0  $ 2.0  $ (3.2)  $ 1.8 
                 
Deferred financing costs (long-term):                 

Convertible notes  $ 3.6  $ -  $ (0.5)  $ 3.1 

9. FAIR VALUE MEASUREMENTS

Pursuant to the accounting guidance for fair value measurements, fair value is defined as the price that would be received from selling an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date. When determining the fair value measurements for assets
and liabilities required or permitted to be recorded at fair value, consideration is given to the principal or most advantageous market and assumptions that
market participants would use when pricing the asset or liability.

Fair Value Hierarchy

The accounting guidance for fair value measurement also requires an entity to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value. The standard establishes a fair value hierarchy based on the level of independent, objective evidence
surrounding the inputs used to measure fair value. A financial instrument’s categorization within the fair value hierarchy is based upon the lowest level of
input that is significant to the fair value measurement. The fair value hierarchy is as follows:

• Level 1 – quoted prices in active markets for identical assets or liabilities.
•   Level 2 – inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices in active markets for similar assets or liabilities,

quoted prices for identical or similar assets or liabilities in markets that are not active, or model-derived valuations in which significant inputs are
observable or can be derived principally from, or corroborated by, observable market data.

• Level 3 – unobservable inputs in which little or no market data exists.
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Financial Instruments Recorded at Fair Value

  
Fair Value Measurements

(in millions)  
  March 31, 2013   December 31, 2012  
  Level 1   Level 2   Level 3   Total   Level 1   Level 2   Level 3   Total  
Assets:                         
Cash equivalents (a)   -  $ 71.7   -  $ 71.7   -  $ 292.2   -  $ 292.2 
Deferred compensation asset

(b)   -   3.0   -   3.0   -   2.7   -   2.7 
                                 
Liabilities:                                 
Deferred compensation
obligation (b)   -   2.8   -   2.8   -   2.7   -   2.7 
 

(a) Cash equivalents consist of funds invested in institutional money market funds. These investments are classified within Level 2 of the valuation
hierarchy because unit prices of institutional funds are estimated prices using observable, market-based inputs.

(b) The deferred compensation obligation represents the balance of deferred compensation plus net investment earnings. The deferred compensation plan is
informally funded through a rabbi trust using variable universal life insurance. The cash surrender value of the life insurance policies is designed to
track the deemed investments of the plan participants. Investment crediting options consist of institutional and retail investment funds. The deemed
investments are classified within Level 2 of the valuation hierarchy because (i) of the indirect method of investing and (ii) unit prices of institutional
funds are not quoted in active markets.

 
Other Financial Instruments

As of March 31, 2013 and December 31, 2012, the balance sheet carrying amounts for accounts receivable and accounts payable and accrued liabilities
(excluding the deferred compensation obligation described above) approximate fair value because of the short-term nature of the instruments.

The balance sheet carrying amounts and estimated fair values of USEC’s debt follow (in millions):
  March 31, 2013   December 31, 2012  

  
Carrying

Value   Fair Value   
Carrying

Value   Fair Value  
             

Credit facility term loan  $ -  $ -  $ 83.2  $ 93.5 
    Convertible preferred stock and accrued dividends payable-in-kind   103.7   103.7   100.5   100.5 

3.0% convertible senior notes, due October 1, 2014   530.0   182.9   530.0   198.2 

The estimated fair values of the term loans are based on the change in market value of an index of loans of similar credit quality based on published
credit ratings, and are classified as using Level 2 inputs in the fair value measurement.

The convertible preferred stock can be converted or sold at the holder’s option and is classified as a current liability at the redemption value. The
estimated fair value of the convertible preferred stock is based on a market approach using a discount rate of 12.75%, which is unobservable (Level 3) since
the instruments do not trade. Dividends on the convertible preferred stock are paid (or accrued and are added to the liquidation preference of the convertible
preferred stock) as additional shares of convertible preferred stock on a quarterly basis at an annual rate of 12.75%, which is consistent with current market
prices and other market benchmarks. The estimated fair value equals the redemption value of $1,000 per share. If a share issuance limitation were to exist at
the time of share conversion or sale, any preferred stock shares subject to the share issuance limitation would be subject to optional or mandatory redemption
for, at USEC's option, cash or SWU consideration. However, USEC’s ability to redeem may be limited by Delaware law, and if not limited may result in
mandatory prepayment of USEC’s credit facility.
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The estimated fair value of the convertible notes is based on the trading price as of the balance sheet date, and is classified as using Level 1 inputs in the

fair value measurement.

10. PENSION AND POSTRETIREMENT HEALTH AND LIFE BENEFITS

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

  Defined Benefit Pension Plans   
Postretirement Health and Life

Benefit Plans  
  Three Months Ended March 31,   Three Months Ended March 31,  
  2013   2012   2013   2012  

Service costs                                                                     $ 3.7  $ 3.6  $ 0.9  $ 0.9 
Interest costs                                                                      11.0   12.1   2.2   2.8 
Expected returns on plan assets (gains)                                                                      (12.8)   (13.0)   (0.6)   (0.7)
Amortization of prior service costs                                                                      0.2   0.4   -   - 
Amortization of actuarial (gains) losses, net   6.1   4.9   0.7   1.1 
Net benefit costs                                                                $ 8.2  $ 8.0  $ 3.2  $ 4.1 

USEC expects to contribute $23.4 million to the defined benefit pension plans in 2013, consisting of $20.9 million of required contributions under the
Employee Retirement Income Security Act (“ERISA”) and $2.5 million to non-qualified plans. USEC has contributed $1.3 million in the three months ended
March 31, 2013.

There is no required contribution for the postretirement health and life benefit plans under ERISA and USEC does not expect to contribute in 2013.
USEC receives federal subsidy payments for sponsoring prescription drug benefits that are at least actuarially equivalent to Medicare Part D.

Net periodic benefit costs related to continued operations are allocated to SWU inventory costs, selling, general and administrative expense, and
advanced technology costs.
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11. STOCK-BASED COMPENSATION

  Three Months Ended March 31,  
  2013   2012  
  (millions)  
Total stock-based compensation costs:       

Restricted stock and restricted stock units  $ 0.9  $ 1.2 
Stock options, performance awards and other   0.1   0.3 
Expense included in selling, general and administrative and advanced technology costs  $ 1.0  $ 1.5 

Total recognized tax benefit  $ -  $ - 

The total recognized tax benefit is reported at the federal statutory rate net of the tax valuation allowance.

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. There was no stock-based compensation granted in the three months ended March 31, 2013. As of March 31, 2013, there was
$1.8 million of unrecognized compensation cost, adjusted for estimated forfeitures, related to non-vested restricted shares and restricted stock units granted.
That cost is expected to be recognized over a weighted-average period of 1.5 years.

On January 10, 2013 the Compensation Committee of the Board of Directors approved the surrender and cancellation of 2,462,726 unexercised stock
options and suspended the Annual Incentive Program and Long Term Incentive Program for 2013 under the USEC Inc. 2009 Equity Incentive Plan.

12. INCOME TAXES

Because there is a full valuation allowance against deferred tax assets and there are pretax losses from continuing operations and income in other
components of the financial statements (e.g., Discontinued Operations and Other Comprehensive Income), the income tax benefit from pretax losses from
continuing operations is limited to the amount of income tax expense recorded on all items other than continuing operations. The income tax benefit from
continuing operations consists primarily of the income tax benefit calculated using an estimated annual effective tax rate. The estimated annual effective tax
rate applied to pretax losses from continuing operations for the interim period is calculated using the estimated full-year plan for ordinary income and the
year-to-date amounts for Discontinued Operations and Other Comprehensive Income. The income tax expense on all items other than continuing operations
is recorded discretely based on year-to-date amounts. The difference in calculating the income tax expense and income tax benefit of $14.2 million is an
interim timing difference recorded on the balance sheet in current liabilities that will reverse by year end when full-year results are presented.
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13. NET INCOME (LOSS) PER SHARE

Basic net income (loss) per share is calculated by dividing net income (loss) 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 and convertible preferred stock dividends, net of amount capitalized and net of tax, and the denominator is increased by the weighted
average number of shares resulting from potentially dilutive securities, assuming full conversion, consisting of stock compensation awards, convertible notes,
convertible preferred stock and warrants. No dilutive effect is recognized in a period in which a net loss has occurred or in which the assumed conversion
effect of convertible securities is antidilutive.

 
  Three Months Ended March 31,  
  2013   2012  
  (millions)  
Numerators:       
Net (loss) from continuing operations  $ (23.7)  $ (29.3)
Net income from discontinued operations   21.7   0.5 
Net (loss)   (2.0)   (28.8)
Numerators for diluted calculations (a):         
Net (loss) from continuing operations  $ (23.7)  $ (29.3)
Net income from discontinued operations   21.7   0.5 
Net (loss)   (2.0)   (28.8)
         
Denominator:         
Weighted average common shares   125.1   123.1 
Less: Weighted average unvested restricted stock   2.0   0.8 
Denominator for basic calculation   123.1   122.3 
         
Weighted average effect of dilutive securities:         
Convertible notes   44.3   44.3 
Convertible preferred stock:         

Equivalent common shares (b)   195.6   75.6 
Less: share issuance limitation (c)   172.8   52.8 
Net allowable common shares   22.8   22.8 

Subtotal   67.1   67.1 
Less: shares excluded in a period of a net loss or antidilution   67.1   67.1 
Weighted average effect of dilutive securities   -   - 
Denominator for diluted calculation   123.1   122.3 
         
Net (loss) per share from continuing operations – basic and diluted  $ (.19)  $ (.24)
Net income per share from discontinued operations – basic and diluted  $ .18  $ - 
Net (loss) per share – basic and diluted  $ (.02)  $ (.24)

(a)  The numerators are subject to increase for interest expense on convertible notes and convertible preferred stock dividends, net of amount
capitalized and net of tax, of $5.0 million in the three months ended March 31, 2013 and $4.7 million in the three months ended March 31, 2012.
The tax rate is the statutory rate.

 
However, no dilutive effect is recognized in a period in which a net loss has occurred. In addition, for purposes of calculating income from
discontinued operations per share, the calculation of (loss) from continuing operations per share provides a control number in determining
whether potential common shares are dilutive or antidilutive. The control number concept requires that the same number of potentially dilutive
securities applied in computing diluted earnings per share from continuing operations be applied to all other categories of income or loss
(discontinued operations and net income/loss), regardless of their antidilutive effect on such categories. Therefore, no dilutive effect is recognized
in the calculation of income from discontinued operations per share.
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(b)  The number of equivalent common shares for the convertible preferred stock is based on the arithmetic average of the daily volume weighted
average prices per share of common stock for each of the last 20 trading days, and is determined as of the beginning of the period for purposes of
calculating diluted net income per share.

 
(c)  Prior to obtaining shareholder approval, the preferred stock may not be converted into an aggregate number of shares of common stock in excess of

19.99% of the shares of our common stock outstanding on May 25, 2010 (approximately 22.8 million shares), in compliance with the rules of the
New York Stock Exchange. If a share issuance limitation were to exist at the time of share conversion or sale, any preferred stock shares subject to the
share issuance limitation would be subject to optional or mandatory redemption for, at USEC's option, cash or SWU consideration. However, USEC’s
ability to redeem may be limited by Delaware law, and if not limited may result in mandatory prepayment of USEC’s credit facility.

 

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

 
  Three Months Ended March 31,  
  2013   2012  
Options excluded from diluted net income per share   0.3   2.9 
Warrants excluded from diluted net income per share   6.3   6.3 
Exercise price of excluded options  $ 3.72 to  $ 3.72 to 
  $ 14.28  $ 14.28 
Exercise price of excluded warrants  $ 7.50  $ 7.50 

14. COMMITMENTS AND CONTINGENCIES

American Centrifuge Plant

Project Funding

USEC needs significant additional financing in order to complete the American Centrifuge Plant. USEC believes a loan guarantee under the DOE Loan
Guarantee Program, which was established by the Energy Policy Act of 2005, is essential to obtaining the funding needed to complete the ACP. In July 2008,
USEC applied under the DOE Loan Guarantee Program for $2 billion in U.S. government guaranteed debt financing for the ACP.  Instead of moving forward
with a conditional commitment for a loan guarantee, in the fall of 2011, DOE proposed a two-year RD&D program for the project. Refer to Note 4 regarding
the RD&D program underway. DOE indicated that USEC’s application for a DOE loan guarantee would remain pending during the RD&D program but has
given USEC no assurance that a successful RD&D program will result in a loan guarantee. Additional capital beyond the $2 billion of DOE loan guarantee
funding that USEC has applied for and USEC’s internally generated cash flow will be required to complete the project. USEC has had discussions with
Japanese export credit agencies regarding financing up to $1 billion of the cost of completing the ACP, with such potential financing predicated on USEC
receiving a DOE loan guarantee.
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USEC also expects to need at least $1 billion of capital for the project in addition to the DOE loan guarantee and the Japanese export credit agency

funding discussed above. The amount of additional capital is dependent on a number of factors, including the amount of any revised cost estimate and
schedule for the project, the amount of contingency or other capital DOE may require as part of a loan guarantee, and the amount of the DOE credit subsidy
cost that would be required to be paid in connection with a loan guarantee.  USEC currently anticipates the sources for this capital to include cash generated
by the project during startup, available USEC cash flow from operations and additional third-party capital.  USEC expects the additional third-party
capital would be raised at the project level, including through the issuance of additional equity participation. USEC has no assurances that it will be
successful in obtaining this financing and that the delays and cost increases the Company has experienced will not adversely affect these efforts. USEC is
working to identify cost mitigation actions and opportunities for schedule acceleration; however USEC has no assurance that it will be successful.  USEC is
also engaging with customers regarding ACP sales commitments at SWU prices that support acceptable economics needed to attract capital necessary for the
project.  However, these efforts are being challenged by current market prices. USEC also is uncertain regarding the amount of internally generated cash flow
from operations that USEC will have available to finance the project in light of the delays in deployment of the project  and potential requirements for
USEC’s internally generated cash flow to satisfy its pension and postretirement benefit and other obligations. The amount of capital that USEC is able to
contribute to the project going forward will also impact  USEC’s share of the ultimate ownership of the project, which will likely be reduced as a result of
raising equity and other capital to deploy the project.

In order to increase the likelihood of a successful financing and deployment of the American Centrifuge project and USEC’s participation in such
project, USEC is engaged with its advisors and certain stakeholders on alternatives for a possible restructuring of its balance sheet.  A restructuring of USEC’s
balance sheet could adversely affect the holders of USEC common stock through dilution or loss in value.  However, USEC has no assurance regarding the
outcome of any discussions USEC pursues with creditors or other key stakeholders.

Milestones under the 2002 DOE-USEC Agreement

On June 12, 2012, USEC and DOE entered into an amendment to the agreement dated June 17, 2002 between DOE and USEC (such agreement, as
amended, the “2002 DOE-USEC Agreement”). Under the 2002 DOE-USEC Agreement, USEC and DOE made long-term commitments directed at resolving
issues related to the stability and security of the domestic uranium enrichment industry.
The agreement provides that USEC will develop, demonstrate and deploy advanced enrichment technology in accordance with milestones and provides for
remedies in the event of a failure to meet a milestone under certain circumstances. The June 2012 amendment added two new milestones related to the RD&D
program and revised the remaining four milestones under the 2002 DOE-USEC Agreement relating to the financing and operation of the American Centrifuge
Plant to be aligned with the RD&D program.

In the June 2012 amendment, USEC also granted to DOE an irrevocable, non-exclusive right to use or permit third parties on behalf of DOE to use all
centrifuge technology intellectual property (“Centrifuge IP”) royalty free for U.S. government purposes (which includes completion of the cascade
demonstration test program and national defense purposes, including providing nuclear material to operate commercial nuclear power reactors for tritium
production).  USEC also granted an irrevocable, non-exclusive license to DOE to use such Centrifuge IP developed at USEC’s expense for commercial
purposes (including a right to sublicense), which may be exercised only if USEC misses any of the milestones under the 2002 DOE-USEC Agreement or if
USEC (or an affiliate or entity acting through USEC) is no longer willing or able to proceed with, or has determined to abandon or has constructively
abandoned, the commercial deployment of the centrifuge technology.  Such commercial purposes licenses are subject to payment of an agreed upon royalty
rate to USEC, which shall not exceed $665 million in the aggregate.
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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 and such delay was within USEC’s control or was due to USEC’s fault or
negligence. 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 certain of its rights in the American Centrifuge technology
and facilities to DOE, and to reimburse DOE for certain costs associated with the American Centrifuge project. Any of these remedies under the 2002 DOE-
USEC Agreement could have a material adverse impact on USEC’s business.

The 2002 DOE-USEC Agreement provides that if a delaying event beyond the control and without the fault or negligence of USEC occurs which would
affect USEC’s ability to meet an ACP milestone, DOE and USEC will jointly meet to discuss in good faith possible adjustments to the milestones as
appropriate to accommodate the delaying event.

USEC’s right to continue operating the Paducah GDP under its lease with DOE is not subject to meeting the ACP milestones. In addition, the new 10-
year commercial supply agreement entered into on March 23, 2011 with TENEX is not subject to any of the remedies related to the ACP under the 2002
DOE-USEC Agreement.

Technical Milestones under the June 2012 Cooperative Agreement

The June 2012 cooperative agreement with DOE, as amended most recently on March 15, 2013, includes technical milestones for the RD&D program.
DOE has the right to terminate the cooperative agreement if any of the remaining technical milestones are not met. DOE also has the right to terminate the
cooperative agreement if USEC materially fails to comply with the other terms and conditions of the cooperative agreement.  Failure to meet the technical
milestones under the cooperative agreement could provide a basis for DOE to exercise its remedies under the 2002 DOE-USEC Agreement.  To date, four
milestones have been achieved and five remain. USEC recently achieved, and on May 1, 2013 DOE certified satisfactory completion, of two milestones
relating to (1) testing on extended feed rate range and (2) testing machine performance parameters. Both tests demonstrated advanced design features and
robustness of the centrifuges to adverse operating conditions.

In addition, the cooperative agreement contains non-binding performance indicators that are designed to be achieved throughout the RD&D program
and ensure that the RD&D program is on track to achieve the milestones and other program objectives. Although the performance indicators are non-binding,
the failure to achieve a performance indicator could cause DOE to take actions that are adverse to USEC. By manufacturing the 120 AC100 centrifuges
required for the demonstration cascade, the program has met the third out of five performance indicators.

NYSE Listing Notice

On May 8, 2012, USEC received notice from the New York Stock Exchange (“NYSE”) that the average closing price of its common stock was below the
NYSE’s continued listing criteria relating to minimum share price. The NYSE listing requirements require that a company’s common stock trade at a
minimum average closing price of $1.00 over a consecutive 30 trading-day period.  In accordance with the NYSE’s rules, on May 14, 2012, USEC provided
written notice to the NYSE of its intent to cure this deficiency through a reverse stock split.  USEC is required to regain compliance with the NYSE’s price
criteria by no later than its next annual meeting of stockholders if stockholder approval is required as is the case with a reverse stock split. USEC intends to
seek stockholder approval for a reverse stock split at its next annual meeting of stockholders, scheduled for June 27, 2013. If USEC’s stockholders approve
the reverse stock split and USEC effectuates the reverse stock split to cure the condition, the condition will be deemed cured if USEC’s closing share price
promptly exceeds $1.00 per share, and the price remains above the level for at least the following 30 trading days. Subject to the NYSE’s rules, during the
cure period, USEC’s common stock will continue to be listed and trade on the NYSE, subject to its continued compliance with the NYSE’s other applicable
listing rules. 
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On April 30, 2013, USEC received notice from the NYSE that the decline in USEC’s total market capitalization has caused it to be out of compliance

with another of the NYSE’s continued listing standards.  The NYSE listing requirements require that a company maintain an average market capitalization of
not less than $50 million over a consecutive 30 trading-day period where the company’s total stockholders’ equity is less than $50 million. In mid-April
2013, USEC’s average market capitalization fell below $50 million, and USEC had a stockholders’ deficit of $472.9 million as of December 31, 2012.  In
accordance with the NYSE’s rules, on May 6, 2013, USEC provided written notice to the NYSE of its intent to cure this deficiency.  Under applicable NYSE
rules, USEC has 45 days from the receipt of the notice to submit a plan advising the NYSE of definitive action it has taken, or is taking, that would bring it
into conformity with the market capitalization listing standards within 18 months of receipt of the letter. USEC’s plan will need to outline by quarter how
USEC can through either existing or planned initiatives, return to compliance with the listing standards.  USEC may not be successful in identifying
initiatives that can reasonably be expected to result in the necessary improvements to USEC’s stock price and market capitalization or in executing any
initiatives that are identified and included in any plan submitted to the NYSE.  If the NYSE accepts the plan, USEC’s common stock will continue to be listed
on the NYSE during the 18 month cure period, subject to the compliance with other NYSE continued listing standards and continued periodic review by the
NYSE of USEC’s progress with respect to its plan.  If the plan is not submitted on a timely basis, is not accepted, or is accepted but USEC does not make
progress consistent with the plan during the plan period, USEC will be subject to suspension and delisting from the NYSE.

In addition, the NYSE can at any time suspend trading in a security and delist the stock if it deems it necessary for the protection of investors. The NYSE
can take accelerated listing action if USEC’s common stock trades at levels viewed to be “abnormally low” over a sustained period of time.  USEC would also
be subject to immediate suspension and de-listing from the NYSE if its average market capitalization is less than $15 million over a consecutive 30 trading-
day period or if it were to file or announce an intent to file under any of the sections of the bankruptcy law.  Even if USEC meets the numerical listing
standards above, the NYSE reserves the right to assess the suitability of the continued listing of a company on a case-by-case basis whenever it deems it
appropriate and will consider factors such as unsatisfactory financial conditions and/or operating results or inability to meet debt obligations or adequately
finance operations.

A fundamental change is triggered under the terms of USEC’s convertible notes if USEC’s shares of common stock are not listed for trading on any of the
NYSE, the American Stock Exchange, the NASDAQ Global Market or the NASDAQ Global Select Market, and the holders of the notes can require USEC to
repurchase the notes at par for cash.  USEC’s receipt of a NYSE continued listing standards notification described above did not trigger a fundamental
change.  USEC does not have adequate cash to repurchase the notes.  A failure by USEC to offer to repurchase the notes or to repurchase the notes after the
occurrence of a fundamental change is an event of default under the indenture governing the notes.  The occurrence of a fundamental change under the
convertible notes that permits the holders of the convertible notes to require a repurchase for cash is an event of default under USEC’s credit
facility.  Accordingly, the exercise of remedies by holders of our convertible notes or lenders under USEC’s credit facility as a result of a delisting would have
a material adverse effect on USEC’s liquidity and financial condition.
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Potential ERISA Section 4062(e) Liability

USEC is in discussions with the Pension Benefit Guaranty Corporation (“PBGC”) regarding the impact of USEC’s de-lease of the Portsmouth gaseous
diffusion facilities and related transition of employees performing government services work to DOE’s new decontamination and decommissioning (“D&D”)
contractor on September 30, 2011.  USEC notified the PBGC of this occurrence and the PBGC has informally advised USEC of its preliminary view that the
Portsmouth site transition is a cessation of operations that triggers liability under ERISA Section 4062(e) and that its preliminary estimate is that the ERISA
Section 4062(e) liability (computed taking into account the plan’s underfunding on a termination basis, which amount differs from that computed for GAAP
purposes) for the Portsmouth site transition is approximately $130 million. USEC has informed the PBGC that it does not agree that the Portsmouth de-lease
and transition of employees constituted a cessation of operations that triggered liability under ERISA Section 4062(e). USEC also disputes the amount of the
PBGC’s preliminary calculation of the potential ERISA Section 4062(e) liability. In addition, USEC believes that DOE is responsible for a significant portion
of any pension costs associated with the transition of employees at Portsmouth. However, USEC has not reached a resolution with the PBGC and USEC has
no assurance that the PBGC will agree with it or will not pursue a requirement for it to accelerate funding or take other actions to provide security. USEC
could also face a potential significantly greater liability related to a future decision to discontinue activities at Paducah.

Legal Matters

USEC is subject to various 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, cash flows or financial condition.

On June 27, 2011, a complaint was filed in the United States District Court for the Southern District of Ohio, Eastern Division, against USEC by a former
Portsmouth GDP employee claiming that USEC owes severance benefits to him and other similarly situated employees that have transitioned or will
transition to the DOE D&D contractor. The plaintiff amended its complaint on August 31, 2011 and February 10, 2012, among other things, to limit the
purported class of similarly situated employees to salaried employees at the Portsmouth site who transitioned to the D&D contractor and are allegedly
eligible for or owed benefits. On October 11, 2012, the United States District Court granted USEC’s motion to dismiss the complaint and dismissed Plaintiffs’
motion for class certification as moot.  The plaintiffs filed an appeal on January 18, 2013.  USEC continues to believe that it has meritorious defenses against
the suit and has not accrued any amounts for this matter.
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15.  ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

The sole component of accumulated other comprehensive income (loss) is pension and postretirement health and life benefit plans.

Changes in accumulated other comprehensive income (loss) for the sole component follow (in millions and net of tax).

  
Three Months Ended

March 31,  
  2013   2012  
       
Beginning balance  $ (291.9)  $ (262.5)
         
Amortization of actuarial (gains) losses, net (a)  $ 6.8  $ 6.0 
Amortization of prior service costs (a)   0.2   0.4 
Total reclassifications for the period, before tax   7.0   6.4 
Income tax (expense) benefit   (2.6)   (2.3)
Amounts reclassified from accumulated other comprehensive income (loss), net of tax   4.4   4.1 
         
Ending balance  $ (287.5)  $ (258.4)

(a)  These items reclassified from accumulated other comprehensive income (loss) are included in the computation of net benefit costs as detailed in
Note 10.

 
16. SEGMENT INFORMATION

USEC has two reportable segments:  the LEU segment with two components, SWU and uranium, and the contract services segment. The LEU segment is
USEC’s primary business focus and includes sales of the SWU component of LEU, sales of both the SWU and uranium components of LEU, and sales of
uranium. The contract services segment consists of work performed for DOE and DOE contractors at the Portsmouth site and the Paducah GDP.  The contract
services segment formerly included nuclear energy services and technologies provided by NAC International Inc. Refer to Note 2 regarding the sale of NAC
in March 2013 and results of operations for NAC. Gross profit is USEC’s measure for segment reporting. There were no intersegment sales in the periods
presented.

  
Three Months Ended

March 31,  
  2013   2012  
  (millions)  
Revenue       
LEU segment:       
Separative work units                                                                                     $ 290.2  $ 537.9 
Uranium   27.6    - 
   317.8   537.9 
Contract services segment   2.6   4.1 
  $ 320.4  $ 542.0 
         
Segment Gross Profit         
LEU segment  $ 14.0  $ 36.7 
Contract services segment   (0.7)    - 
Gross profit  $ 13.3  $ 36.7 
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Item 2.  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 condensed financial
statements and related notes set forth in Part I, Item 1 of this report as well as the risks and uncertainties presented in Part II, Item 1A of this report and Part
I, Item 1A of the annual report on Form 10-K for the year ended December 31, 2012.
 
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 nuclear reactors worldwide;
 
 • enrich uranium at the Paducah gaseous diffusion plant (“GDP”) that we lease from the U.S. Department of Energy (“DOE”) and are currently

continuing enrichment at the GDP supported by a multi-party arrangement that expires on May 31, 2013;
 
 • are the exclusive executive agent for the U.S. government under a nuclear nonproliferation program with Russia, known as Megatons to Megawatts

that ends in 2013, and have a 10-year contract to buy commercial LEU from Russia beginning in 2013; and
 
 • are working to deploy what we believe is the world’s most advanced uranium enrichment technology, known as the American Centrifuge.

However, our business is in a state of significant transition as we seek to re-position our enrichment business for long term success.  Going forward, we:

 • are preparing for the transition of the Paducah GDP, with the current arrangement that extended commercial enrichment at Paducah expiring on May
31, 2013 and the expected de-lease of the site back to DOE during 2014;

 
 • are preparing to be a significantly smaller company with lower revenues as we transition from having two sources of supply that provided

approximately 10 to 12 million separative work units  (“SWU”) per year to making sales from our existing inventory and from future  purchases of
LEU from Russia at lower quantities; and

 
 • continue to pursue commercialization of the American Centrifuge technology, which we believe is the best path to remaining a competitive

producer of LEU in the long-term. We are seeking to position the American Centrifuge project technically through a cooperative cost-sharing
research, development and demonstration (“RD&D”) program with DOE.  We are also in parallel working to position USEC financially to move
forward as a stronger sponsor of the American Centrifuge project.

LEU consists of two components: 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 U235 and depleted uranium having a lower percentage of
U235. 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 its SWU component and the quantity of natural uranium used in the production of LEU
under this formula is referred to as its uranium component.
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We have historically produced or acquired LEU from two principal sources. We produced about half of our supply of LEU at the Paducah GDP in
Paducah, Kentucky, and we acquired the other portion under a contract with Russia (the “Russian Contract”) under the 20-year Megatons to Megawatts
program that ends in 2013. Under the Russian Contract, we purchase the SWU component of LEU derived from dismantled nuclear weapons from the former
Soviet Union for use as fuel in commercial nuclear power plants. The current arrangements under which we are continuing enrichment at the Paducah GDP
expire in 2013 and our purchases under the Megatons to Megawatts program will also end in 2013 and will be replaced by purchases under a new 10-year
commercial agreement with Russia (the “Russian Supply Agreement”).  Purchase quantities under the Russian Supply Agreement will be about half the level
under the Megatons to Megawatts program unless the parties exercise a mutual option to increase such purchases.

Our View of the Business Today

Our business is in a state of significant transition from the gaseous diffusion technology employed for more than 50 years to a modern, cost-effective gas
centrifuge technology. Managing this transition has been made more challenging by the prolonged outage of approximately 50 reactors in Japan. In March
2011, a tsunami resulting from a major earthquake caused irreparable damage to four reactors in Japan and subsequently resulted in more than 50 reactors in
Japan and Germany being off-line at the start of 2013. These shutdowns have significantly affected the global supply and demand for LEU. An oversupply of
nuclear fuel available for sale has increased over time and has resulted in significant downward pressure on market prices for LEU. In particular, based on
current market conditions, we see limited uncommitted demand for LEU prior to the end of the decade, and therefore fewer opportunities to make additional
sales for delivery during that period.

These market conditions have challenged our business, including efforts to continue enrichment at the Paducah GDP. The current arrangement with
Energy Northwest to enrich depleted uranium supplied to Energy Northwest by DOE expires on May 31, 2013. We are currently in discussions with potential
interested parties for a short term extension of enrichment at the Paducah GDP beyond May 31, 2013.  However, we have no assurance that we will reach an
agreement or other arrangement to support continued enrichment beyond May 31, 2013.  We also have no assurance regarding the terms of any agreement
that we may reach and the impact of those terms on our results of operations.  A short-term extension of enrichment at Paducah beyond May 31, 2013 would
be expected to provide additional cash from operations during 2013 and to reduce some transition expenses.  However, such an extension may not produce
the anticipated cash or cost savings.  The economics to us of any extension are significantly challenged in light of current SWU market conditions and power
prices.  If we do not reach an agreement, we expect to commence actions to cease enrichment at the Paducah GDP in the near term.

 
 

We have already made regulatory submittals to the NRC to support the de-lease of a portion of the Paducah GDP and return to DOE certain areas
currently leased from DOE and expect to be taking additional actions over the next several months as our planning continues. Under our lease, DOE has the
obligation for decontamination and decommissioning of the Paducah plant. Once we cease enrichment at the Paducah GDP, for a period of time we will still
need to lease certain areas used for ongoing operations such as shipping and handling, inventory management and site services.  We are currently in
discussions with DOE regarding the timing of our de-lease and are seeking to minimize our transition costs, which could be substantial.  For a discussion of
potential transition costs, see below under “LEU Segment – Paducah GDP Transition.”

We are also seeking to manage the impacts of the Paducah transition on our existing business.  We had planned to continue enrichment at Paducah as a
bridge to our deployment of the American Centrifuge technology. Absent a new arrangement that allows us to continue enrichment at Paducah, we now
expect there to be a transition period of at least several years until the American Centrifuge Plant (“ACP”) is in commercial operations. During this period we
will no longer be enriching uranium but making sales from our existing inventory and our future purchases from Russia. We have an objective of minimizing
the period of transition until we have a new source of domestic U.S. enrichment production. We expect to continue discussions with customers regarding our
existing backlog, which includes contracts that must be revised to reflect our anticipated supply sources during that transition period and anticipated timing
for the financing and commercial production from the ACP. For a discussion of the potential implications of the transition of the Paducah GDP, see Part I,
Item 1A, Risk Factors, of the 2012 annual report on Form 10-K.
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We continued to make progress in demonstrating the American Centrifuge technology in the first quarter of 2013. On April 3, 2013, we announced that

we had completed construction of our American Centrifuge commercial demonstration cascade in Piketon, Ohio. The 120-machine cascade is the centerpiece
of a cooperative research, development and demonstration (“RD&D”) program with the U.S. Department of Energy (“DOE”). The objectives of the RD&D
program are to demonstrate the American Centrifuge technology through the construction and operation of a commercial demonstration cascade and sustain
the domestic U.S. centrifuge technical and industrial base for national security purposes and potential commercialization of the American Centrifuge
technology. This includes activities to reduce the technical risks and improve the future prospects of deployment of the American Centrifuge technology.

Construction activities included preparing the cascade for machine installation, making physical improvements to the facilities, removing existing
cascade support equipment and installing new infrastructure systems. Cascade construction involved more than 300 workers, including many local union
tradesmen who worked more than 150,000 man-hours without a recordable injury or lost-time accident.  The RD&D program as a whole supports more than
1,100 jobs and utilizes more than 160 companies from 28 states.

With cascade construction complete, the project team will continue system testing in preparation for formal integrated systems testing required before
the cascade becomes operational later this year. This will enable us to demonstrate redundancy of the primary cascade support systems for commercial plant
operation and to complete integrated system testing against operational requirements. We plan to incorporate the 120-machine cascade in the full
commercial plant of 96 identical cascades. We are also updating a commercialization plan for the American Centrifuge project following the completion of
the RD&D program and working to improve our balance sheet to position USEC financially to move forward as a stronger sponsor of the American
Centrifuge project. In 2013, we expect to update our application for a $2 billion loan guarantee from DOE, obtain additional debt and equity financing for
the project and secure additional sales commitments. As part of the commercialization effort, we expect to need additional investors in the project which
would reduce our ownership in the project.

The cooperative agreement between USEC and DOE defines the scope, funding and technical goals for the RD&D program. The program schedule runs
from June 1, 2012 through December 31, 2013.  The total investment in the program will be up to $350 million, with DOE providing 80%, and USEC
providing 20% of the total. DOE’s total contribution would be up to $280 million and our contribution would be up to $70 million. The cooperative
agreement is being incrementally funded, and $177.8 million of DOE funding has been provided. The amount of federal funding made available to date is
expected to fund RD&D program activities through June 15, 2013. The recently enacted Fiscal Year 2013 continuing appropriations resolution included
additional funding for continued work on the RD&D program at an annual rate of $110 million, which is expected to fund the RD&D program through
September 30, 2013.  We have adjusted our program spending to accommodate changes to the timing and amount of federal funding and we remain on
schedule and budget to complete the RD&D program by the end of 2013. We will continue to work with Congress and the administration to fund the RD&D
program through December 2013 and achieve the remaining program milestones.
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The cooperative agreement includes technical milestones for the RD&D program. DOE has the right to terminate the cooperative agreement if any of the

remaining technical milestones are not met. DOE also has the right to terminate the cooperative agreement if we materially fail to comply with the other terms
and conditions of the cooperative agreement.  Failure to meet the technical milestones under the cooperative agreement could provide a basis for DOE to
exercise its remedies under the 2002 DOE-USEC Agreement. Details are provided in USEC’s 2012 annual report on Form 10-K.  To date, four milestones have
been achieved and five remain. We recently achieved, and on May 1, 2013 DOE certified satisfactory completion, of two milestones relating to (1) testing on
extended feed rate range and (2) testing machine performance parameters. Both tests demonstrated advanced design features and robustness of the centrifuges
to adverse operating conditions.

In addition, the cooperative agreement contains non-binding performance indicators that are designed to be achieved throughout the RD&D program
and ensure that the RD&D program is on track to achieve the milestones and other program objectives. Although the performance indicators are non-binding,
the failure to achieve a performance indicator could cause DOE to take actions that are adverse to USEC. By manufacturing the 120 AC100 centrifuges
required for the demonstration cascade, the program has met the third out of five performance indicators.

We are in the last year of the 20-year contract implementing the Megatons to Megawatts program. In March 2011, we signed a commercial agreement
with Russia that provides continued access to this important source of supply following the conclusion of the Megatons to Megawatts program. We have also
agreed to conduct a feasibility study to explore the possible deployment of an enrichment plant in the United States employing Russian centrifuge
technology.

We also must continue to manage events that occur that are outside of our control, including actions that may be taken by vendors, customers, creditors
and other third parties in response to our decisions or based on their view of our financial strength and future business prospects. For a discussion of the
potential risks and uncertainties facing our business, see Part II, Item 1A, Risk Factors, of this report and Part I, Item 1A, Risk Factors, of the 2012 annual
report on Form 10-K.

LEU Segment

Revenue from Sales of SWU and Uranium

Revenue from our LEU segment is derived primarily from:
 

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

The majority of our customers are domestic and international utilities that operate nuclear power plants, with international sales constituting 17% of
revenue from our LEU segment in 2012. 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 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 when its reactor has requirements for additional
fuel. Our agreements for uranium sales are generally shorter-term, fixed-commitment contracts.
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Our revenues and operating results can fluctuate significantly from quarter to quarter and year to year. Revenue is recognized at the time LEU or uranium

is delivered under the terms of contracts with domestic and international electric utility customers. Customer demand is affected by, among other things,
electricity markets, 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 $20 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. While many contracts require the purchase of fixed quantities of SWU, customer orders that are related to their requirements for enrichment may
be delayed due to outages, changes in refueling schedules or delays in the initial startup of a reactor. Customer requirements and orders are more predictable
over the longer term. 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.

In order to enhance our liquidity and manage our working capital in light of anticipated sales and inventory levels and to respond to customer-driven
changes, we have been working with customers regarding the timing of their orders, in particular the advancement of those orders. Rather than selling
material into the limited spot market for enrichment, USEC advanced orders from 2012 into 2011 and orders from 2013 into 2012. Based on our anticipated
liquidity and working capital needs, we have worked with customers to advance orders from 2014 to 2013. If customers agree to advance orders without
delivery, a sale is recorded as deferred revenue. Alternatively, if customers agree to advance orders and delivery, revenue is recorded in an earlier than
originally anticipated period. The advancement of orders has the effect of accelerating our receipt of cash from such advanced sales, although the amount of
cash and profit we receive from such sales may be reduced as a result of the terms mutually agreed with customers in connection with advancement.

Backlog is the estimated aggregate dollar amount of SWU and uranium sales that we expect to  recognize as revenue in future periods under existing
contracts with customers. Due to the current supply/demand imbalance in the market, we have not been able to achieve sufficient new sales to offset
reductions in backlog resulting from annual deliveries including as a result of order advancements. We are seeing increased price competition as our
competitors lower their prices to sell excess supply created by current market conditions and secondary suppliers liquidate inventories. This has adversely
affected our sales efforts, and unless market conditions improve or we lower our prices to compete with this excess supply, we expect to continue to see a
reduction to our sales backlog over time.  Our ability to make new sales also is constrained by the uncertainty about our future prospects associated with the
transition from production at the Paducah GDP to commercial production at the ACP.  During the period of transition to commercialization of the ACP, we
anticipate a lower level of revenues and sales, aligned with our anticipated sources of LEU from existing inventory and purchases of Russian LEU.  We
expect to enter into long-term contracts for production from the ACP in order to support the financing of the ACP, which would add to our longer-term
backlog.

Our backlog includes sales prices that are in many cases significantly above current market prices.  Therefore, customers may seek to limit their
obligations under existing contracts or may be unwilling to extend contracts that have termination rights.  Our backlog also includes contracts that must be
revised to reflect our anticipated supply sources during our transition period.  Many of our ACP contracts in our backlog were established with ACP-related
financing and production milestones that now need to be revised in light of delays in the project.  We expect to continue to work with customers regarding
these contracts and support for the ACP, however we have no assurance that our customers will agree to revise existing contracts or will not seek to exercise
contract termination rights, which could adversely affect the value of our backlog and our prospects.
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Our financial performance over time can be significantly affected by changes in prices for SWU and uranium.  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 by several years, which means that prices under some contracts today may exceed declining market prices. Following are TradeTech’s long-
term and spot SWU price indicators, the long-term price for uranium hexafluoride (“UF6”), as calculated by USEC using indicators published in Nuclear
Market Review, and TradeTech’s spot price indicator for UF6:

  March 31,   December 31,   March 31,  
  2013   2012   2012  

SWU:          
Long-term price indicator ($/SWU)  $ 130.00  $ 135.00  $ 146.00 
Spot price indicator ($/SWU)                                                        115.00   120.00   138.00 

UF6:             
Long-term price composite ($/KgU)   165.68   165.68   173.52 
Spot price indicator ($/KgU)                                                        120.75   123.50   137.00 

Uranium can be acquired for sale 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 may 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, resulting in excess uranium that we can sell.
Most of our inventories of uranium available for sale have been sold in prior years, and we will not be able to acquire uranium through underfeeding after we
cease enrichment at the Paducah GDP.

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.
The proportion of uranium sales to SWU sales comprising the deferred revenue balance has declined as uranium sales have declined.

Cost of Sales for SWU and Uranium

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. Under the monthly moving average inventory cost method that we use, 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 historically produced about one-half of our SWU supply at the Paducah GDP. Production costs consist principally of electric power, labor and
benefits, materials, depreciation and amortization, and maintenance and repairs.
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The gaseous diffusion process uses significant amounts of electric power to enrich uranium. Costs for electric power are approximately 70% of
production costs at the Paducah GDP. We purchased power at approximately 1,500 megawatts in the three months ended March 31, 2013 compared to
approximately 1,650 megawatts in the three months ended March 31, 2012.  Purchases during the three months ended March 31, 2013 were made under a
supplemental power arrangement entered into with the Tennessee Valley Authority (“TVA”) as part of the multi-party arrangement with Energy Northwest,
the Bonneville Power Administration, TVA and DOE to enrich depleted uranium.  Under this arrangement, we have a take-or-pay obligation to purchase
electricity at approximately 1,500 megawatts for the remaining months of the contract through May 2013, with a 25% reduction in May 2013 to provide a
transition in power delivery and production.

Our purchase costs under the TVA power contract have been subject to monthly fuel cost adjustments to reflect changes in TVA’s fuel costs, purchased-
power costs, and related costs. Effective June 1, 2012, although a portion of our purchases under the amended TVA contract continue to be subject to a fuel
cost adjustment, the fuel cost adjustment is included in the power price component of our sales price billed to Energy Northwest under the depleted uranium
enrichment agreement.

Any 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 have historically purchased about one-half of our SWU supply under the Russian Contract. Prices under the contract are determined using a discount
from an index of published price points, including both long-term and spot prices, as well as other pricing elements. The pricing methodology, which
includes a multi-year retrospective view of market-based price points, is intended to enhance the stability of pricing and minimize the disruptive effect of
short-term market price swings. The average price per SWU under the Russian Contract for 2013 is 6% higher compared to 2012. Prices under the new 10-year
Russian Supply Agreement are determined based on a mix of market-related price points and other factors.

Paducah GDP Transition

As described above under “Our View of the Business Today,” we are preparing for the transition of the Paducah GDP after the end of the depleted
uranium enrichment agreement that expires on May 31, 2013.  We are currently in discussions with potential interested parties for a short term extension of
enrichment at the Paducah GDP beyond May 31, 2013.  However, we have no assurance that we will reach an agreement or other arrangement to support
continued enrichment beyond May 31, 2013.  We also have no assurance regarding the terms of any agreement that we may reach and the impact of those
terms on our results of operations.  A short-term extension of enrichment at Paducah beyond May 31, 2013 would be expected to provide additional cash
from operations during 2013 and to reduce some transition expenses.  However, such an extension may not produce the anticipated cash or cost savings.  The
economics to us of any extension are significantly challenged in light of current SWU market conditions and power prices.  If we do not reach an agreement,
we expect to commence actions to cease enrichment at the Paducah GDP in the near term.  We are currently in discussions with DOE regarding the timing of
our de-lease and are seeking to minimize our transition costs, which could be substantial.  We are also seeking to manage the impacts of the Paducah
transition on our existing business.
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We record leasehold improvements, machinery and equipment at acquisition cost and depreciate these assets on a straight line basis over the shorter of
the useful life of the assets or the expected productive life of the plant, which prior to the fourth quarter of 2012 had been June 2016 for the Paducah GDP
commensurate with the term of the lease agreement. Under the terms of the lease, we can terminate the lease prior to June 2016 upon two years’ notice. Also,
as our needs change, we can de-lease portions of the property under lease upon 60 days’ notice with DOE’s consent, which cannot be unreasonably
withheld. In September 2012, we provided DOE with a non-binding notice of potential return of certain leased premises and property at the Paducah GDP. As
a result of discussions with DOE and our belief that it would be difficult to continue enrichment at the Paducah GDP through the expiration of the existing
lease term, in the third quarter of 2012, we determined that leasehold improvements, machinery and equipment at the Paducah GDP would be depreciated
prospectively starting in the fourth quarter of 2012 on an accelerated straight line basis through 2014.  Costs that would have been previously treated as
construction work in progress are treated similar to maintenance and repair costs because of the short expected productive life of the Paducah GDP.

Once we cease enrichment at the Paducah GDP, for a period of time we will still need to lease certain areas used for ongoing operations. These include
shipping and handling, inventory management and site services, including deliveries to customers of our inventory of LEU and handling of Russian material
under the Russian Contract, or beyond under the Russian Supply Agreement.  We are currently evaluating the most cost-effective manner of conducting
operations at the Paducah GDP after ceasing enrichment to minimize our ongoing costs. However, we may not be able to achieve the desired cost savings in
the timeframe we expect. For example, we must factor in the need and cost of maintaining facilities in order to handle our inventory as we plan to transition
Paducah. As of March 31, 2013, these inventories include approximately $475 million of inventories owed to customers and suppliers that consist primarily
of inventories owed to fabricators. These inventories are awaiting delivery to fabricators under delivery optimization arrangements between USEC and
domestic fabricators, the timing of transfer of which is uncertain.  In addition, we have no assurance that DOE would accept the areas that we wish to de-lease
on a schedule that would be cost efficient. 

Depending on the finalization of a transition plan with DOE, we could expect to incur significant costs in connection with ceasing enrichment at
Paducah, including potential severance costs and curtailment charges related to our defined benefit pension plan and postretirement health and life benefit
plans. These costs could place significant demands on our liquidity and we are evaluating alternatives to manage these potential costs.  Other activities that
will increase our cost of sales as we transition after ceasing enrichment include inventory management and disposition, ongoing regulatory compliance,
utility requirements for operations, security, and other site management activities related to transition of facilities and infrastructure.

As of March 31, 2013, we have accrued liabilities for lease turnover costs related to the Paducah GDP totaling approximately $42 million, of which $39
million is expected to be incurred in the next 12 months and is classified as a current liability. Lease turnover costs are costs incurred in returning the GDP to
DOE in acceptable condition, including removing nuclear material as required and removing USEC-generated waste. The lease turnover could be further
accelerated or delayed, depending on the transition schedule to return portions of leased areas to DOE.

We currently estimate that we could incur total employee related severance costs of approximately $25 million for all Paducah GDP workers in the event
of a full termination of activities at the site without a transfer of employees to a successor employer with substantially the same benefits.
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We have potential pension plan funding obligations under ERISA Section 4062(e) related to our de-lease of the Portsmouth gaseous diffusion facilities
and transition of employees to DOE’s decontamination and decommissioning (“D&D”) contractor.  Additional details are provided in “Liquidity and Capital
Resources – Defined Benefit Plan Funding.” We are in discussions with the Pension Benefit Guaranty Corporation (“PBGC”)  regarding their assertion that
the Portsmouth site transition is a cessation of operations that triggers liability under ERISA Section 4062(e).  We could also face a potential significantly
greater liability related to a future decision to discontinue activities at Paducah. Given the significant number of current active employees at Paducah, the
amount of any potential liability related to a future decision to discontinue enrichment or other transition actions at Paducah could be more significant than
the preliminary PBGC calculation of the potential ERISA Section 4062(e) liability in connection with the Portsmouth site transition of approximately $130
million.

We also have significant inventories of SWU and uranium at the Paducah GDP and these inventories are valued at the lower of cost or market. Market is
based on the terms of contracts with customers, and, for any inventories not under contract, market is based primarily on published price indicators at the
balance sheet date. If our inventory costs were to exceed market prices, we could be required to record an inventory impairment.

Contract Services Segment

We currently provide limited services to DOE and its contractors at our Paducah site and at the Portsmouth site related to facilities we continue to lease
for the American Centrifuge Plant. Revenue from our contract services segment formerly included revenue generated by our subsidiary NAC. On March 15,
2013, USEC sold NAC to a subsidiary of Hitachi Zosen Corporation. Results of NAC operations through the date of divestiture are presented under net
income from discontinued operations for the three months ended March 31, 2013 and 2012.

Revenue from U.S. government contracts is based on allowable costs for work performed in accordance with government cost accounting standards
(“CAS”). 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 (“DCAA”), or such other entity that DOE authorizes to conduct the audit. As a part of performing contract work for DOE, certain
contractual issues, scope of work uncertainties, and various disputes arise from time to time. Issues unique to USEC can arise as a result of our history of being
privatized from the U.S. government and our lease and other contracts with DOE. Payment for our contract work performed for DOE is subject to DOE funding
availability and Congressional appropriations.

Contract Services Receivables

USEC formerly performed work under contract with DOE to maintain and prepare the former Portsmouth GDP for D&D. In September 2011 our contracts
for maintaining the Portsmouth facilities and performing services for DOE at Portsmouth expired and we completed the transition of facilities to DOE’s D&D
contractor for the Portsmouth site. DOE historically has not approved our provisional billing rates in a timely manner. DOE has approved provisional billing
rates for 2004, 2006 and 2010 based on preliminary budgeted estimates even though updated provisional rates had been submitted based on more current
information. In addition, we have finalized and submitted to DOE the Incurred Cost Submissions for Portsmouth and Paducah contract work for the six
months ended December 31, 2002 and the years ended December 31, 2003 through 2011. DCAA historically has not completed their audits of our Incurred
Cost Submissions in a timely manner. DCAA has been periodically working on audits for the six months ended December 31, 2002 and the year ended
December 31, 2003 since May 2008. In June 2011, a new DOE contractor began an audit for the year ended December 31, 2004, and has since begun audits
of the years ended December 31, 2005 and 2006. There is the potential for additional revenue to be recognized, based on the outcome of DOE reviews and
audits, as the result of the release of previously established receivable related reserves. However, because these periods have not been audited, uncertainty
exists and we have not yet recognized this additional revenue.
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Our consolidated balance sheet includes gross receivables from DOE or DOE contractors for contract services work totaling $51.2 million as of March 31,

2013. Of the $51.2 million, $38.0 million represents certified claims submitted to DOE through March 31, 2013. We have submitted the following certified
claims to the DOE contracting officer under the Contract Disputes Act (“CDA”) for payment of breach-of-contract amounts due to DOE’s failure to timely
approve provisional billing rates equaling unreimbursed costs.

Period Covered Date of Claim Amount of Claim DOE Response
Periods through December 31, 2009 December 2, 2011 $11.2 million Denied by DOE contracting officer in

letter dated June 1, 2012
 

Year ended December 31, 2010 February 16, 2012 $9.0 million Denied by DOE contracting officer in
letter dated August 15, 2012
 

Year ended December 31, 2011 May 8, 2012 $17.8 million Denied by DOE contracting officer in
letter dated August 15, 2012

Based on the extended timeframe expected to resolve claims for payment filed by USEC under the CDA, these amounts are classified as a long-term
receivable, net of valuation allowances, as of March 31, 2013 and December 31, 2012. We have one year to appeal the denial to the U.S. Court of Federal
Claims and anticipate filing an appeal.

In December 2012, we invoiced DOE for $42.8 million, representing its share of pension and postretirement benefits costs related to the transition of
Portsmouth site employees to DOE’s D&D contractor, as permitted by CAS and based on CAS calculation methodology.  However, we have not recognized
revenue or a receivable since we have not reached a resolution with DOE and we have no assurance that DOE will agree with us. As noted above in “LEU
Segment – Paducah GDP Transition,” we have potential pension plan funding obligations under ERISA Section 4062(e) related to our de-lease of the
Portsmouth gaseous diffusion facilities and transition of employees to DOE’s D&D contractor.  We are in discussions with PBGC regarding their assertion
that the Portsmouth site transition is a cessation of operations that triggers liability under ERISA Section 4062(e). We believe that DOE is responsible for a
significant portion of any pension and postretirement benefit costs associated with the transition of employees at Portsmouth. Additional details are provided
in “Liquidity and Capital Resources – Defined Benefit Plan Funding.”

Portsmouth Contract Closeout Costs

Contract closeout related costs, as defined by applicable federal acquisition regulations and government cost accounting standards, are anticipated to be
billed to DOE and recorded as revenue when contract closeout occurs and amounts are deemed probable of recovery. Our current estimate for these billable
costs is approximately $10 million or more, which includes an estimate to complete outstanding DOE audits within a reasonable period of time. These
estimates of contract closeout costs do not include ongoing cost reimbursable work being performed and amounts already included in our receivable
balances. The actual amounts of contract closeout costs are subject to a number of factors and therefore subject to significant uncertainty including
uncertainty concerning the amount of such costs and the amount that may be reimbursable under contracts with DOE. As of March 31, 2013, DOE has
informally questioned the allocation of costs to the closeout of the cold shutdown contract and has ceased provisional payments of invoices until resolution
of the issue. Although we believe that DOE’s non-payment is without merit, an additional amount of $0.8 million of revenues have been reserved in the first
quarter of 2013 pending resolution.
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Advanced Technology Costs

USEC is working to deploy the American Centrifuge technology at the ACP in Piketon, Ohio. As of March 31, 2013, cumulative project costs totaled
$2.4 billion. Historically, costs relating to the American Centrifuge technology were either 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 were charged to expense as incurred and costs relating to the construction and deployment of the ACP were capitalized.

Instead of moving forward with a conditional commitment for a loan guarantee for the American Centrifuge project through the DOE Loan Guarantee
Program, in the fall of 2011, DOE proposed a two-year cost share research, development and demonstration (“RD&D”) program for the American Centrifuge
project. Additional details are provided above under “The American Centrifuge Plant.”   As a result of the shift in focus of the American Centrifuge project,
beginning in the fourth quarter of 2011, USEC began spending on the American Centrifuge technology at reduced levels with activities concentrating on
development and demonstration. As a result, beginning with the fourth quarter of 2011, all project costs incurred have been expensed, including interest
expense that previously would have been capitalized. As of December 31, 2012, we expensed $1.1 billion of previously capitalized costs related to the
American Centrifuge project. Although we continue to make progress in the deployment of the ACP, the expense of previously capitalized costs is based on
our assessment of our ability to recover the full amount of this prior capital investment.  This expense of previously capitalized costs does not affect any
future capital investment in the ACP. We would anticipate that capitalization of amounts related to the ACP would resume if and when commercial plant
deployment resumes.  

Liabilities related to the American Centrifuge project remain on the balance sheet, including accrued asset retirement obligations of $22.6 million and
accrued costs of $10.3 million as of March 31, 2013.

Organizational Structure Review

In early 2012, we initiated an internal review of our organizational structure and expect to reduce significantly the size of our workforce and corporate-
wide organization costs over time. The reductions to-date involved approximately 50 employees including two senior corporate officers. Additional actions
affecting employees to align the organization with our evolving business environment are expected, which could result in additional charges. We continue to
evaluate opportunities to streamline corporate overhead and anticipate potential workforce reductions at our Paducah site as our operations transition over
time. We will also be working to assure that the company has adequate resources to execute and complete the RD&D program and prepare for commercial
deployment of our American Centrifuge technology.
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Results of Operations – Three Months Ended March 31, 2013 and 2012

Segment Information

We have two reportable segments measured and presented through the gross profit line of our income statement: the LEU segment with two components,
SWU and uranium, and the contract services 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 contract services segment includes limited work performed for DOE and its
contractors at Paducah and Portsmouth. There were no intersegment sales in the periods presented.

The following table presents elements of the accompanying consolidated condensed statements of operations that are categorized by segment (dollar
amounts in millions):

  
Three Months Ended

March 31,        
  2013   2012   Change   %  
LEU segment             
Revenue:             
   SWU revenue  $ 290.2  $ 537.9  $ (247.7)   (46)%
Uranium revenue   27.6   -   27.6   - 
Total   317.8   537.9   (220.1)   (41)%
Cost of sales   303.8   501.2   197.4   39%
Gross profit  $ 14.0  $ 36.7  $ (22.7)   (62)%
                 
Contract services segment                 
Revenue  $ 2.6  $ 4.1  $ (1.5)   (37)%
Cost of sales   3.3   4.1   0.8   20%
Gross profit (loss)  $ (0.7)  $ -  $ (0.7)   - 
                 
Total                 
Revenue  $ 320.4  $ 542.0  $ (221.6)   (41)%
Cost of sales   307.1   505.3   198.2   39%
Gross profit  $ 13.3  $ 36.7  $ (23.4)   (64)%

Revenue

Revenue from the LEU segment declined $220.1 million in the three months ended March 31, 2013 compared to the corresponding period in 2012. The
volume of SWU sales declined 49% in the three-month period reflecting the variability in timing of utility customer orders and the expected decline in SWU
deliveries in 2013 compared to 2012. The average price billed to customers for sales of SWU increased 5% reflecting the particular contracts under which
SWU were sold during the periods.

Revenue from the contract services segment declined $1.5 million in the three months ended March 31, 2013 compared to the corresponding period in
2012, reflecting reduced contract services performed for DOE and DOE contractors and reserves of revenue of $0.8 million in the first quarter of 2013 pending
resolution of cost allocations to the closeout of the cold shutdown contract.
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Cost of Sales

Cost of sales for the LEU segment declined $197.4 million in the three months ended March 31, 2013, compared to the corresponding period in 2012,
due to lower SWU sales volumes partially offset by uranium sales and higher unit SWU costs in the current period.

Cost of sales per SWU was 7% higher in the three months ended March 31, 2013, compared to the corresponding period in 2012.  The shorter expected
service life of the Paducah GDP resulted in accelerated charges to expense of $2.8 million in three months ended March 31, 2013, including $2.0 million of
accelerated depreciation. In the corresponding quarter in 2012, cost of sales was reduced by approximately $14.6 million for revisions to prior accrued
amounts related to estimated disposal costs for depleted uranium and property taxes related to enrichment operations. Excluding the effects of these items,
cost of sales per SWU was approximately 3% higher in the three months ended March 31, 2013 compared to the corresponding period in 2012.

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. 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.
Although unit production costs declined 3% in the three months ended March 31, 2013 compared to the corresponding period in 2012 (described below),
the SWU unit cost is negatively impacted by the carryforward effect of higher production and purchase costs from prior years. Additionally, cost of sales per
SWU in the three months ended March 31, 2013 is negatively impacted by a greater allocation of production costs to SWU inventory in recent quarters due
to declines in uranium values. Production costs are also allocated to uranium from underfeeding based on its net realizable value, and the remainder is
allocated to SWU inventory costs.

Production costs declined $37.9 million (or 17%) in the three months ended March 31, 2013, compared to the corresponding period in 2012, reflecting a
14% decline in volume and a 3% decline in the unit production cost. Production in the quarter consisted of enrichment of depleted uranium under the one-
year multi-party arrangement with Energy Northwest, the Bonneville Power Administration, TVA and DOE. Effective June 1, 2012, although our purchase
costs under our power contract with TVA continue to be subject to a fuel cost adjustment, the fuel cost adjustment is included in the power price component
of our sales price billed to Energy Northwest under the depleted uranium enrichment agreement. The average cost per megawatt hour declined 3% in the three
months ended March 31, 2013, compared to the corresponding period in 2012, reflecting lower unit power costs commencing in June 2012 under the
amended TVA power contract.

There were no purchases of SWU under the Russian Contract in the three months ended March 31, 2013 based on our agreed-upon delivery schedule.

Cost of sales for the contract services segment was $3.3 million in the three months ended March 31, 2013, a decline of $0.8 million (or 20%) compared
to the corresponding period in 2012.

 
Gross Profit

Gross profit declined $23.4 million in the three months ended March 31, 2013, compared to the corresponding period in 2012. Our gross profit margin
was 4.2% in the three months ended March 31, 2013 compared to 6.8% in the corresponding period in 2012. Gross profit for the LEU segment declined $22.7
million in the three-month period primarily due to lower SWU sales volume and lower unit profit margins.
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Gross profit for the contract services segment declined $0.7 million in the three months ended March 31, 2013 compared to the corresponding period in
2012, reflecting reserves of revenue of $0.8 million in the first quarter of 2013 pending resolution of cost allocations to the closeout of the cold shutdown
contract.

Non-Segment Information

The following table presents elements of the accompanying consolidated condensed statements of operations that are not categorized by segment (dollar
amounts in millions):

  
Three Months Ended

March 31,        
  2013   2012   Change   %  
Gross profit  $ 13.3  $ 36.7  $ (23.4)   (64)%
Advanced technology costs   59.3   36.7   (22.6)   (62)%
Selling, general and administrative   12.9   13.6   0.7   5%
Special charge for workforce reductions and advisory costs   2.4   6.4   4.0   63%
Other (income)   (47.6)    -   47.6   - 
Operating (loss)   (13.7)   (20.0)   6.3   32%
Interest expense   13.3   12.7   (0.6)   (5)%
Interest (income)   (0.3)   (0.1)   0.2   200%
(Loss) from continuing operations before income taxes   (26.7)   (32.6)   5.9   18%
Provision (benefit) for income taxes   (3.0)   (3.3)   (0.3)   (9)%
Net (loss) from continuing operations   (23.7)   (29.3)   5.6   19%
Net income from discontinued operations   21.7    0.5   21.2   4240%
Net (loss)  $ (2.0)  $ (28.8)  $ 26.8   93%

Advanced Technology Costs

Advanced technology costs increased $22.6 million in the three months ended March 31, 2013, compared to the corresponding period in 2012,
reflecting increased development activity in connection with the RD&D program.

Selling, General and Administrative

Selling, general and administrative expenses declined $0.7 million in the three months ended March 31, 2013, compared to the corresponding period in
2012, reflecting a decrease of $1.1 million in salaries and other compensation partially offset by an increase of $0.3 million in employee benefits costs.

Special Charge for Workforce Reductions and Advisory Costs

Our business is in a state of significant transition. In early 2012, we initiated an internal review of our organizational structure and engaged a
management consulting firm to support this review. We are also engaged with our advisors and certain stakeholders on alternatives for a possible
restructuring of our balance sheet. Costs for these advisors totaled $2.4 million in the first quarter of 2013 compared to $4.5 million in the first quarter of
2012. Additionally, a charge of $1.9 million was incurred in the first quarter of 2012 for one-time termination benefits for affected employees at our American
Centrifuge design and engineering operations in Oak Ridge, Tennessee, and our headquarters operations located in Bethesda, Maryland.
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Other (Income)

DOE and USEC provide pro-rata cost sharing support for continued American Centrifuge activities under our June 2012 cooperative agreement, as
amended. In the first quarter of 2013, DOE’s pro-rata share of 80%, or $47.6 million, for qualifying American Centrifuge expenditures is recognized as other
income in the three months ended March 31, 2013.

Interest Expense

Interest expense increased $0.6 million in the three months ended March 31, 2013, compared to the corresponding period in 2012. In connection with
amendments of our credit facility in March 2013 and March 2012, previously deferred financing costs of $1.7 million and $1.4 million were expensed in the
first quarters of 2013 and 2012, respectively.

Provision (Benefit) for Income Taxes

The income tax benefit from continuing operations was $3.0 million for the three months ended March 31, 2013 and $3.3 million for the corresponding
period in 2012. Included in the income tax benefit were reversals of previously accrued amounts associated with liabilities for unrecognized benefits of $0.6
million for the three months ended March 31, 2013 and $0.8 million for the corresponding period in 2012.

Because there is a full valuation allowance against deferred tax assets and there are pretax losses from continuing operations and income in other
components of the financial statements (e.g., Discontinued Operations and Other Comprehensive Income), the income tax benefit from pretax losses from
continuing operations is limited to the amount of income tax expense recorded on all items other than continuing operations. The income tax benefit from
continuing operations consists primarily of the income tax benefit calculated using an estimated annual effective tax rate. The estimated annual effective tax
rate applied to pretax losses from continuing operations for the interim period is calculated using the estimated full-year plan for ordinary income and the
year-to-date amounts for Discontinued Operations and Other Comprehensive Income.

Net (Loss) from Continuing Operations

The net loss from continuing operations improved $5.6 million ($0.05 per share) in the three months ended March 31, 2013, compared to the
corresponding period in 2012, reflecting DOE’s pro-rata cost sharing support for the RD&D program included in other income, partially offset by the after-tax
effects of lower gross profits and increased advanced technology costs.

Net Income from Discontinued Operations

On March 15, 2013, USEC sold its NAC subsidiary to a subsidiary of Hitachi Zosen Corporation. Results of NAC operations through the date of
divestiture are presented under net income from discontinued operations for the three months ended March 31, 2013 and 2012. Included in the three months
ended March 31, 2013 is USEC’s gain on the sale of $35.6 million, representing the cash proceeds from the sale less the net carrying amount of NAC assets
and liabilities of $5.5 million and transaction costs of $2.1 million.
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Net (Loss)

Our net loss improved $26.8 million ($0.22 per share) in the three months ended March 31, 2013, compared to the corresponding period in 2012,
reflecting the lower net loss from continuing operations and the after-tax effect of the gain on the sale of our NAC subsidiary.

2013 Outlook Update

As previously noted, due to the uncertainties inherent in USEC’s period of transition we are limiting, our guidance for USEC’s financial results and
operating metrics for 2013. We expect SWU deliveries in 2013 to be lower compared to 2012.  At this time, we are not updating the guidance provided in the
annual report on Form 10-K and year-end earnings news release of March 18, 2013.

We are in the midst of an RD&D program that has an 80 percent DOE and 20 percent USEC cost share. We have adjusted our program spending to
accommodate changes to the timing and amount of federal funding. Federal funding for the program has been incremental and subject to Congressional
action. As noted earlier, appropriations are in place to fund the RD&D program through September 30, 2013.

Our financial 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 our results are:
 

·  Our ability to reach an agreement for a potential short-term extension of enrichment at the Paducah GDP beyond May 31, 2013 and the terms of
any such agreement;

 
·  The timing and amount of potential severance costs, pension and post-retirement benefit costs and other costs related to the transition of the

Paducah GDP;
 

·   ·   The timing of recognition of previously deferred revenue;
 

·   ·   Movement and timing of customer orders; and
 

·   ·   Changes to SWU and uranium price indicators, and changes in inflation that can affect the price of SWU billed to customers.
 

Liquidity and Capital Resources

We expect our cash balance, internally generated cash from our LEU operations and services provided by our contract services segment, and available
borrowings under our revolving credit facility will provide sufficient cash to meet our needs for at least 12 months assuming the renewal or replacement of
our revolving credit facility past September 2013. Details related to the March 2013 amendment and extension of our credit facility through September 30,
2013 are provided below under “Capital Structure and Financial Resources.”
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We are preparing to be a significantly smaller company with lower revenues as we transition from having two sources of supply that provided

approximately 10 to 12 million SWU per year to making sales from our existing inventory and from future purchases of LEU from Russia at lower
quantities. We are also preparing for the transition of the Paducah GDP, with the expected end of commercial enrichment at Paducah during 2013 and the de-
lease of the site back to DOE, which is expected during 2014.  As described above under “LEU Segment – Paducah GDP Transition”, we could incur
significant costs in connection with ceasing enrichment at Paducah, including potential severance costs and curtailment charges related to our defined
benefit pension plan and postretirement health and life benefit plans, and we are evaluating alternatives to manage these potential costs.  We could also have
significant ongoing maintenance costs associated with the disposition of our inventory. As described below under “Defined Benefit Plan Funding”, we are in
discussions with the Pension Benefit Guaranty Corporation (“PBGC”) regarding the impact of our de-lease of the Portsmouth gaseous diffusion plant and
related transition of employees on our defined benefit plan funding obligations. In addition, DOE has not yet authorized funding sufficient to complete the
RD&D program and we could demobilize the American Centrifuge project if additional funding for the RD&D program is not obtained or if we determine
that there is no longer a viable path to ACP commercialization.  We could also take actions to restructure the project that could result in changes in our
anticipated ownership of or role in the project.  These actions, as well as actions that may be taken by vendors, customers, creditors and other third parties in
response to our actions or based on their view of our financial strength and future business prospects, could give rise to events that individually, or in the
aggregate, impose significant demands on our liquidity. In light of the significant transition of our business and the uncertainties and challenges facing us
and in order to improve our credit profile and our ability to successfully finance and deploy the American Centrifuge project and to maximize our
participation in such project, we are engaged with our advisors and certain stakeholders on alternatives for a possible restructuring of our balance sheet. A
restructuring of our balance sheet could adversely affect the holders of our common stock through dilution or loss in value.  However, we have no assurance
regarding the outcome of any discussions we pursue with creditors or other key stakeholders or that a restructuring of our balance sheet will lead to our
obtaining a DOE loan guarantee.

Key factors that can affect liquidity requirements for our existing operations include the timing and amount of customer sales, power purchases, and
purchases of Russian LEU. We believe our sales backlog in our LEU segment is a source of stability for our liquidity position. Since 2006, we have included
in our SWU contracts pricing indices that are intended to correlate with our sources for enrichment supply. Although sales prices under many of these SWU
contracts are adjusted in part based on changes in market prices for SWU and electric power, the impact of market volatility in these indices is generally
mitigated through the use of market price averages over time. Additionally, changes in the power price component of sales prices in these contracts are
intended to mitigate the effects of changes in our power costs. Effective June 1, 2012, although our purchase costs under our power contract with TVA
continue to be subject to a fuel cost adjustment, the fuel cost adjustment is included in the power price component of our sales price billed to Energy
Northwest under the depleted uranium enrichment agreement.

In order to enhance our liquidity and manage our working capital in light of anticipated sales and inventory levels and to respond to customer-driven
changes, we have been working with customers regarding the timing of their orders, in particular the advancement of those orders. Rather than selling
material into the limited spot market for enrichment, USEC advanced orders from 2012 into 2011 and orders from 2013 into 2012. Based on our anticipated
liquidity and working capital needs, we have worked with customers to advance orders from 2014 to 2013. The advancement of orders has the effect of
accelerating our receipt of cash from such advanced sales, although the amount of cash and profit we receive from such sales may be reduced as a result of the
terms mutually agreed with customers in connection with advancement.
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The shutdown of the Japanese reactors and the shutdown of reactors in other countries due to concerns raised by the March 2011 events in Japan have

significantly affected the global supply and demand for LEU, and an oversupply of nuclear fuel available for sale has increased over time and has resulted in
significant downward pressure on market prices for LEU. In particular, based on current market conditions, we see limited uncommitted demand for LEU prior
to the end of the decade. This imbalance of supply and demand could increase over time depending on the length and severity of delays or cancellations of
deliveries. We are seeing increased price competition as our competitors lower their prices to sell excess supply created by current market conditions. Due to
the current supply/demand imbalance in the market, we have not been replacing sales from the current year with new sales, which has reduced our
backlog.  We also have not been entering into sales for output from the American Centrifuge Plant due to delays in the deployment of the plant and current
market prices.  We also anticipate a significantly lower level of sales over the next several years as we align sales with our anticipated sources of LEU until
the American Centrifuge Plant is in commercial production. Looking out beyond the second half of this decade, we could see an increase in uncommitted
demand that could provide the opportunity to make additional sales to supplement our backlog. However, the amount of any demand and our ability to
capture that demand and the pricing is uncertain.

Significant additional financing is needed to complete the American Centrifuge Plant. We applied for a $2 billion loan guarantee for the project under
the DOE Loan Guarantee Program in July 2008 and we have had discussions with Japanese export credit agencies regarding financing up to $1 billion of the
cost of completing the ACP, with such potential financing predicated on our receiving a DOE loan guarantee. We also expect to need at least $1 billion of
capital for the project in addition to the DOE loan guarantee and the Japanese export credit agency funding.  The amount of additional capital is dependent
on a number of factors, including the amount of any revised cost estimate and schedule for the project, the amount of contingency or other capital DOE may
require as part of a loan guarantee, and the amount of the DOE credit subsidy cost that would be required to be paid in connection with a loan guarantee.  We
currently anticipate the sources for this capital to include cash generated by the project during startup, available USEC cash flow from operations and
additional third-party capital.  We expect the additional third-party capital would be raised at the project level, including through the issuance of additional
equity participation in the project.

We have no assurances that we will be successful in obtaining this financing or that the delays and cost increases we have experienced will not adversely
affect these efforts. We are working to identify cost mitigation actions and opportunities for schedule acceleration; however we have no assurance that we
will be successful. We are also engaging with customers regarding ACP sales commitments at SWU prices that support acceptable economics needed to
attract capital necessary for the project.  However, these efforts are being challenged by current market prices. We also are uncertain regarding the amount of
internally generated cash flow from operations that we will have available to finance the project in light of the delays in deployment of the project  and
potential requirements for our internally generated cash flow to satisfy our pension and postretirement benefits and other obligations. The amount of capital
that we are able to contribute to the project going forward will also impact our share of the ultimate ownership of the project, which will likely be reduced as
a result of raising equity and other capital to deploy the project.

Instead of moving forward with a conditional commitment for a loan guarantee, in the fall of 2011, DOE proposed the RD&D program for the project.
USEC began funding the RD&D program in January 2012. On June 12, 2012, USEC and DOE entered into a cooperative agreement to provide cost-share
funding for the RD&D program. The agreement provides for 80% DOE and 20% USEC cost sharing for work performed during the period June 1, 2012
through December 31, 2013 with a total estimated cost of $350 million. DOE’s total contribution would be up to $280 million and our contribution would be
up to $70 million. As of March 31, 2013, USEC made qualifying American Centrifuge expenditures under the agreement of $174.6 million. The cooperative
agreement is being incrementally funded, and $177.8 million of DOE funding has been provided as follows:

·  $87.7 million of funding was provided by DOE accepting title to quantities of depleted uranium that enabled us to release encumbered funds
that were providing financial assurance for the disposition of this depleted uranium;
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·  $45.7 million of funding was provided pursuant to the six-month continuing appropriations resolution passed by Congress and signed by the
President on September 28, 2012; and

 
·  $44.4 million of funding was provided in March 2013 by DOE transferring the SWU component of LEU that DOE previously acquired from us

in exchange for the transfer of quantities of our depleted uranium to DOE.

The amount of federal funding made available to date is expected to fund RD&D program activities through June 15, 2013. The recently enacted Fiscal
Year 2013 continuing appropriations resolution included additional funding for continued work on the RD&D program at an annual rate of $110 million,
which is expected to fund the RD&D program through September 30, 2013. We have adjusted our program spending to accommodate changes to the timing
and amount of federal funding and we remain on schedule and budget to complete the RD&D program by the end of 2013. We will continue to work with
Congress and the administration to fund the RD&D program through December 2013 and achieve the remaining program milestones. Funding from DOE is
subject to Congressional appropriations, Congressional transfer or reprogramming authority to permit the use by DOE of funds previously appropriated for
other programs, or other sources available to DOE. There is no assurance that this additional funding will be made available.

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

  
Three Months Ended

March 31,  
  2013   2012  
Net Cash Provided by (Used in) Operating Activities  $ (175.3)  $ 47.7 
Net Cash Provided by (Used in) Investing Activities   39.6   (2.9)
Net Cash (Used in) Financing Activities   (85.3)   (10.1)
Net Increase (Decrease) in Cash and Cash Equivalents  $ (221.0)  $ 34.7 

Operating Activities

Payment of the Russian Contract payables balance of $209.8 million, due to the timing of deliveries, was a significant use of cash flow in the three
months ended March 31, 2013.  Inventories declined $57.1 million in the three-month period due to monetization of inventory produced in the prior year.
The amended credit facility requires cash collateralization of $15.1 million as of March 31, 2013 for letters of credit issued by the bank. As previously
reported and beginning with the fourth quarter of 2011, all American Centrifuge project costs incurred have been expensed as part of our operating activities.

Investing Activities

Cash proceeds on the sale of NAC of $39.9 million were received in the three months ended March 31, 2013. On April 23, 2013, an additional $3.3
million in cash proceeds on the sale of NAC were received representing the final remaining purchase price adjustment.

 
Financing Activities

Payments on the credit facility term loan, including the repayment of the term loan in connection with the March 2013 credit facility amendment, totaled
$83.2 million in the three months ended March 31, 2013.
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There were 125.0 million shares of common stock outstanding at March 31, 2013, compared with 125.2 million at December 31, 2012, a decrease of 0.2

million shares (or 0.2%).

Working Capital
  March 31,   December 31,  
  2013   2012  
  (millions)  

Cash and cash equivalents                                                                        $ 71.9  $ 292.9 
Restricted cash                                                                         15.1   - 
Accounts receivable, net                                                                         153.2   134.8 
Inventories, net                                                                         586.1   643.2 
Credit facility term loan, current                                                                         -   (83.2)
Convertible preferred stock                                                                         (103.7)   (100.5)
Other current assets and liabilities, net                                                                         (167.4)   (345.1)

Working capital                                                                     $ 555.2  $ 542.1 

Defined Benefit Plan Funding

We expect to contribute $23.4 million to the defined benefit pension plans in 2013, consisting of $20.9 million of required contributions under the
Employee Retirement Income Security Act (“ERISA”) and $2.5 million to non-qualified plans. There is no required contribution for the postretirement health
and life benefit plans under ERISA and we do not expect to contribute in 2013. We receive federal subsidy payments for sponsoring prescription drug
benefits that are at least actuarially equivalent to Medicare Part D.

In addition, we are in discussions with PBGC regarding the impact of our de-lease of the Portsmouth gaseous diffusion facilities and related transition of
employees performing government services work to DOE’s D&D contractor on September 30, 2011. Pursuant to ERISA Section 4062(e), if an employer
ceases operations at a facility in any location and, as a result, more than 20% of the employer’s employees who are participants in a PBGC-covered pension
plan established and maintained by the employer are separated, PBGC has the right to require the employer to place an amount in escrow or furnish a bond to
PBGC to provide protection in the event the plan terminates within five years in an underfunded state.  Alternatively, the employer and PBGC may enter into
an alternative arrangement with respect to any such requirement, such as accelerated funding of the plan or the granting of a security interest. PBGC could
also elect not to require any further action by the employer. PBGC has informally advised us of its preliminary view that the Portsmouth site transition is a
cessation of operations that triggers liability under ERISA Section 4062(e) and that its preliminary estimate is that the ERISA Section 4062(e) liability
(computed taking into account the plan’s underfunding on a termination basis, which amount differs from that computed for GAAP purposes) for the
Portsmouth site transition is approximately $130 million. We have informed PBGC that we do not agree that the Portsmouth de-lease and transition of
employees constituted a cessation of operations that triggered liability under ERISA Section 4062(e). We also dispute the amount of their preliminary
calculation of the potential ERISA Section 4062(e) liability. In addition, we believe that DOE is responsible for a significant portion of any pension costs
associated with the transition of employees at Portsmouth. We have not reached a resolution with PBGC and we have no assurance that PBGC will agree with
our position or reach a consensual resolution and will not pursue a requirement for us to establish an escrow or furnish a bond. .
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We could also face a potential significantly greater liability related to a future decision to discontinue activities at Paducah. Given the significant
number of current active employees at Paducah, the amount of any potential liability related to a future decision to discontinue enrichment or other transition
actions at Paducah could be more significant than the preliminary PBGC calculation of the potential ERISA Section 4062(e) liability in connection with the
Portsmouth site transition of approximately $130 million.

Capital Structure and Financial Resources

At March 31, 2013, our debt consisted of $530.0 million in 3.0% convertible senior notes due October 1, 2014. The convertible notes are unsecured
obligations and rank on a parity with all of our other unsecured and unsubordinated indebtedness. As described above, we are engaged with our advisors and
certain stakeholders on alternatives for a possible restructuring of our balance sheet which, among other things, if successful would be expected to address
this convertible notes maturity.  However, we have no assurance regarding the outcome of any discussions we pursue with creditors or other key stakeholders
or the impact of any restructuring on our convertible senior notes.  In the event that we are not able to restructure the convertible notes prior to maturity, we
also have no assurance that we would be able to refinance the convertible notes at maturity on terms acceptable to us or at all in light of our financial
condition, credit rating, and anticipated available future cash flow from operations.  Refer to Part I, Item 1A, Risk Factors, of the 2012 annual report on Form
10-K, “Our $530.0 million of convertible senior notes mature on October 1, 2014.  Although we may seek to restructure or refinance this obligation prior to
maturity, we may not be successful, and we would likely be unable to repay the notes at maturity, which would adversely affect our liquidity and prospects.”

We are restricted under our credit facility from repurchasing the notes for cash. Holders of our convertible notes have the right to require the Company to
repurchase such notes for cash if our common stock is no longer listed for trading on the NYSE, the American Stock Exchange, the NASDAQ Global Market
or the NASDAQ Global Select Market. We are working to ensure that our common stock remains listed on the NYSE, however, we have no assurance that we
will remain listed. See “NYSE Listing Notice” below and Part II, Item 1A, Risk Factors, of this report, “Our failure to maintain compliance with the listing
requirements of the New York Stock Exchange (NYSE) could result in a delisting of our common stock, which could require us to repurchase our $530
million of convertible notes for cash, which we would not have adequate cash to do and would result in an event of default under our credit facility.”

On March 13, 2012, we amended and restated our $310.0 million credit facility that was scheduled to mature on May 31, 2012. As of December 31, 2012,
the amended and restated credit facility totaled $230.0 million including a revolving credit facility of $146.8 million (including up to $75.0 million in letters
of credit) and a term loan of $83.2 million. The amended and restated credit facility initially had a total capacity of $235 million, but commencing December
3, 2012, the aggregate revolving commitments and term loan principal were reduced by $5.0 million per month through the maturity of the credit facility.

On March 14, 2013, we amended our March 2012 credit facility that was scheduled to mature on May 31, 2013. The amended revolving credit facility
totals $110.0 million (including letters of credit of up to $50.0 million or $25.0 million upon cessation of enrichment at the Paducah GDP) and matures on
September 30, 2013. The term loan under the credit facility was repaid in connection with the amendment.
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Utilization of the credit facility at March 31, 2013 and December 31, 2012 follows:

  March 31,   December 31,  
  2013   2012  
  (millions)  

Borrowings under the revolving credit facility  $ -  $ - 
Term loan                                                                         -   83.2 
Letters of credit                                                                         12.4   14.7 
Available credit                                                                         67.6   87.1 

The credit facility is secured by assets of USEC Inc. and its subsidiaries, excluding equity in, and assets of, subsidiaries created to carry out future
commercial American Centrifuge activities. Borrowings under the credit facility are subject to limitations based on established percentages of eligible
accounts receivable and USEC-owned inventory pledged as collateral to the lenders. The amended credit facility requires cash collateralization of letters of
credit issued by the bank at 105%. Available credit reflects the levels of qualifying assets at the end of the previous month less any borrowings or letters of
credit.

The interest rate on outstanding borrowings under the amended revolving credit facility is, at our election, either:
 
 · the sum of (1) the greater of (a) the JPMorgan Chase Bank prime rate, (b) the federal funds rate plus ½ of 1%, or (c) an adjusted 1-month LIBO Rate

(with a floor of 2.0%) plus 1% plus (2) a margin of 2.75%, or
 
 · the sum of the adjusted LIBO Rate (with a floor of 2.0%) plus a margin of 4.5%.

For as long as we continue enrichment at the Paducah GDP, if our gross profit for any three consecutive months beginning June 2012 is a loss, then the
margin on the revolving loans will increase by 1.5% retroactive to the first day of such three-month period, and continuing until enrichment ceases  or for the
remaining term of the credit facility.

The credit facility is available to finance working capital needs and general corporate purposes.  The credit facility imposes limitations and restrictions
on our ability to invest in the American Centrifuge project. Under the amended credit facility, we can invest our 20% share of the costs under the RD&D
program (up to $75 million). However, (i) the amount of expenditures reimbursable to us under the RD&D program that have not yet been reimbursed may
not exceed $50 million and (ii) the amount of expenditures reimbursable to us under the RD&D program for which DOE has not yet obligated funds may not
exceed $20 million. Aggregate American Centrifuge project expenditures from and after June 1, 2012 may not exceed $375 million and the aggregate
amount of American Centrifuge project expenditures from and after June 1, 2012 for which we are not entitled to reimbursement under the RD&D program
may not exceed the lesser of $75 million or 20% of the costs under the RD&D program, subject to the following exceptions:

·  If we demobilize the American Centrifuge project, we may pay the costs and expenses of such demobilization in accordance with a plan previously
submitted to the agent for the lenders.

 
·  If, as part of DOE’s exercise of remedies under the RD&D program, we are required to transfer the American Centrifuge project or the RD&D program

assets, in whole or in part, to DOE or its designee, we may spend as needed to maintain compliance with legal and regulatory requirements, but may
not spend more than $5 million of proceeds of the revolving loans on such expenses.

 
·  We may not spend any proceeds of revolving loans on American Centrifuge expenses if a default or event of default has occurred.
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·  From March 14, 2013, we may spend up to $750,000 on costs that are not allowable costs under the RD&D program.

The revolving credit facility contains various reserve provisions that reduce available borrowings under the facility periodically including a permanent
availability block equal to $30.0 million. The other reserves under the revolving credit facility, such as availability reserves and borrowing base reserves, are
customary for credit facilities of this type.

Subject to certain limited exceptions, we will be required at all times to prepay all amounts outstanding under the revolving credit agreement with the net
proceeds of (1) the sale of inventory, the collection of receivables or any sale or transfer of assets of USEC Inc. and its subsidiaries; (2) the sale or transfer of
equity of USEC Inc. or its subsidiaries; (3) the issuance of indebtedness of USEC Inc. or its subsidiaries; or (4) insurance proceeds from casualty events. In
addition, certain proceeds, including from specified debt issuances and asset sales (including certain sales resulting from a demobilization of the American
Centrifuge project), will permanently reduce the revolving loan commitments and prepay the term loan. The revolving credit facility must be fully prepaid
prior to any redemption of the Company’s Series B-1 preferred stock.

With certain exceptions, all funds of USEC Inc. and its subsidiaries will be subject to full cash dominion, meaning that they will be swept on a daily
basis into an account with the administrative agent and will be used to pay outstanding loans before they are available to USEC for use in its operations.

The credit facility includes a requirement that we maintain a ratio of 2.0:1.0 of certain eligible collateral (less reserves) to the amount of the credit facility
(the “collateral coverage ratio”).  At our election, for any given monthly compliance period under the credit facility, our cash that is held in an account with
the administrative agent may be included in the calculation of eligible collateral for purposes of meeting the collateral coverage ratio. Cash that is included
at our election is then restricted and may not be withdrawn by us until the next monthly compliance certificate is submitted unless certain conditions for an
earlier reduction are met. This provides us additional flexibility to protect the collateral coverage ratio from factors outside of our control that can affect the
value of our eligible collateral from time to time, such as the timing of sales, the market value of inventory and the timing of shipments of low enriched
uranium (“LEU”) from Russia.

The credit facility also includes various other customary operating and financial covenants, including restrictions on the incurrence and prepayment of
other indebtedness, granting of liens, sales of assets, making of investments, and payment of dividends or other distributions. Failure to satisfy the covenants
would constitute an event of default under the credit facility.

Default under, or failure to comply with the Russian Contract, the Russian Supply Agreement, the 2002 DOE-USEC Agreement (other than the
milestones related to deployment of the American Centrifuge project), the lease of the GDPs or any other material contract or agreement with DOE, or any
exercise by DOE of its rights or remedies under the 2002 DOE-USEC Agreement, would also be considered to be an event of default under the credit facility if
it would reasonably be expected to result in a material adverse effect on (1) our business, assets, operations or condition (taken as a whole); (2) our ability to
perform any of our obligations under the credit facility; (3) the assets pledged as collateral under the credit facility; (4) the rights or remedies under the credit
facility of the lenders or J.P. Morgan as administrative agent; or (5) the lien or lien priority with respect to the collateral of J.P. Morgan as administrative
agent. Under the credit facility, the orderly shutdown of the Paducah GDP, a demobilization of the American Centrifuge project or the exercise by DOE of
certain rights to require USEC to transfer the American Centrifuge project or all or any portion of property related to the American Centrifuge project to DOE
or its designee, would not result in a material adverse effect.
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In addition, our inability to maintain the continued listing of our common stock on the New York Stock Exchange or another national exchange could

cause an event of default under our credit facility. A fundamental change is triggered under the terms of our convertible notes if USEC’s shares of common
stock are not listed for trading on any of the NYSE, the American Stock Exchange, the NASDAQ Global Market or the NASDAQ Global Select Market, and
the holders of the notes can require USEC to repurchase the notes at par for cash. We do not have adequate cash to repurchase the notes. A failure by us to
offer to repurchase the notes or to repurchase the notes after the occurrence of a fundamental change is an event of default under the indenture governing the
notes.  The occurrence of a fundamental change under the convertible notes that permits the holders of the convertible notes to require a repurchase for cash
is also an event of default under USEC’s credit facility.

Deferred Financing Costs

Financing costs are generally deferred and amortized over the life of the instrument. A summary of deferred financing costs for the three months ended
March 31, 2013 follows (in millions):

  
December 31,

2012   Additions   Reductions   
March 31,

 2013  
Other current assets:             

Bank credit facilities  $ 3.0  $ 2.0  $ (3.2)  $ 1.8 
                 
Deferred financing costs (long-term):                 

Convertible notes  $ 3.6  $ -  $ (0.5)  $ 3.1 

NYSE Listing Notice

On May 8, 2012, we received notice from the New York Stock Exchange (“NYSE”) that the average closing price of our common stock was below the
NYSE’s continued listing criteria relating to minimum share price. The NYSE listing requirements require that a company’s common stock trade at a
minimum average closing price of $1.00 over a consecutive 30 trading-day period.  In accordance with the NYSE’s rules, on May 14, 2012, we provided
written notice to the NYSE of our intent to cure this deficiency through a reverse stock split.  We are required to regain compliance with the NYSE’s price
criteria by no later than our next annual meeting of stockholders if stockholder approval is required as is the case with a reverse stock split. We intend to seek
stockholder approval for a reverse stock split at our next annual meeting of stockholders, scheduled for June 27, 2013. If our stockholders approve the reverse
stock split and we effectuate the reverse stock split to cure the condition, the condition will be deemed cured if our closing share price promptly exceeds
$1.00 per share, and the price remains above the level for at least the following 30 trading days. Subject to the NYSE’s rules, during the cure period, our
common stock will continue to be listed and trade on the NYSE, subject to our continued compliance with the NYSE’s other applicable listing rules. 

On April 30, 2013, we received notice from the NYSE that the decline in our total market capitalization has caused us to be out of compliance with
another of the NYSE’s continued listing standards.  The NYSE listing requirements require that a company maintain an average market capitalization of not
less than $50 million over a consecutive 30 trading-day period where the company’s total stockholders’ equity is less than $50 million. In mid-April 2013,
our average market capitalization fell below $50 million, and we had a stockholders’ deficit of $472.9 million as of December 31, 2012.  In accordance with
the NYSE’s rules, on May 6, 2013, we provided written notice to the NYSE of our intent to cure this deficiency.  Under applicable NYSE rules, we have 45
days from the receipt of the notice to submit a plan advising the NYSE of definitive action we have taken, or are taking, that would bring us into conformity
with the market capitalization listing standards within 18 months of receipt of the letter.  Our plan will need to outline by quarter how we can through either
existing or planned initiatives, return to compliance with the listing standards.  We may not be successful in identifying initiatives that can reasonably be
expected to result in the necessary improvements to our stock price and market capitalization or in executing any initiatives that are identified and included
in any plan submitted to the NYSE.  If the NYSE accepts the plan, our common stock will continue to be listed on the NYSE during the 18 month cure period,
subject to the compliance with other NYSE continued listing standards and continued periodic review by the NYSE of our progress with respect to our
plan.  If the plan is not submitted on a timely basis, is not accepted, or is accepted but we do not make progress consistent with the plan during the plan
period, we will be subject to suspension and delisting from the NYSE.
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In addition, the NYSE can at any time suspend trading in a security and delist the stock if it deems it necessary for the protection of investors.  The NYSE

can take accelerated listing action if our common stock trades at levels viewed to be “abnormally low” over a sustained period of time.  We would also be
subject to immediate suspension and de-listing from the NYSE if our average market capitalization is less than $15 million over a consecutive 30 trading-day
period or if we were to file or announce an intent to file under any of the sections of the bankruptcy law.  Even if we meet the numerical listing standards
above, the NYSE reserves the right to assess the suitability of the continued listing of a company on a case-by-case basis whenever it deems it appropriate and
will consider factors such as unsatisfactory financial conditions and/or operating results or inability to meet debt obligations or adequately finance
operations.

A fundamental change is triggered under the terms of our convertible notes if our shares of common stock are not listed for trading on any of the NYSE,
the American Stock Exchange, the NASDAQ Global Market or the NASDAQ Global Select Market, and the holders of the notes can require us to repurchase
the notes at par for cash. We do not have adequate cash to repurchase the notes. USEC’s receipt of a NYSE continued listing standards notification described
above did not trigger a fundamental change. A failure by us to offer to repurchase the notes or to repurchase the notes after the occurrence of a fundamental
change is an event of default under the indenture governing the notes.  The occurrence of a fundamental change under the convertible notes that permits the
holders of the convertible notes to require a repurchase for cash is also an event of default under our credit facility. Accordingly, the exercise of remedies by
holders of our convertible notes or lenders under our credit facility as a result of a delisting would have a material adverse effect on our liquidity and financial
condition.

Off-Balance Sheet Arrangements

Other than the letters of credit issued under the credit facility, surety bonds, contractual commitments and the license agreement with DOE relating to the
American Centrifuge technology disclosed in our 2012 Annual Report, there were no material off-balance sheet arrangements, obligations, or other
relationships at March 31, 2013 or December 31, 2012.
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New Accounting Standards Not Yet Implemented

Reference is made to “New Accounting Standards” in Note 1 of the notes to the consolidated condensed financial statements for information on new
accounting standards.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

At March 31, 2013, the balance sheet carrying amounts for cash and cash equivalents, accounts receivable, and accounts payable and accrued liabilities
approximate fair value because of the short-term nature of the instruments.

We have not entered into financial instruments for trading purposes. At March 31, 2013, our debt consisted of the 3.0% convertible senior notes with a
balance sheet carrying value of $530.0 million. The fair value of the convertible notes, based on the trading price as of March 31, 2013, was $182.9 million.

The estimated fair value of our convertible preferred stock at March 31, 2013, including accrued paid-in-kind dividends declared payable April 1, 2013,
was equal to the redemption value of $1,000 per share or $103.7 million.

Refer to “Liquidity and Capital Resources – Capital Structure and Financial Resources” in management’s discussion and analysis of financial condition and
results of operations for quantitative and qualitative disclosures relating to interest rate risk associated with any outstanding borrowings at variable interest
rates under our credit facility.

Item 4. Controls and Procedures

Effectiveness of Our Disclosure Controls and Procedures
 
Under the supervision and with the participation of our management, including our Chief Executive Officer and our Chief Financial Officer, we have

evaluated the effectiveness of our disclosure controls and procedures pursuant to Exchange Act Rule 13a-15(b) as of the end of the period covered by this
report. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that these disclosure controls and procedures are
effective at a reasonable assurance level.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting during the quarter ended March 31, 2013 that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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USEC Inc.
PART II.  OTHER INFORMATION

Item 1.  Legal Proceedings

USEC is subject to various 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.

On June 27, 2011, a complaint was filed in the United States District Court for the Southern District of Ohio, Eastern Division, against USEC by a former
Portsmouth GDP employee claiming that USEC owes severance benefits to him and other similarly situated employees that have transitioned or will
transition to the DOE D&D contractor. The plaintiff amended its complaint on August 31, 2011 and February 10, 2012, among other things, to limit the
purported class of similarly situated employees to salaried employees at the Portsmouth site who transitioned to the D&D contractor and are allegedly
eligible for or owed benefits. On October 11, 2012, the United States District Court granted USEC’s motion to dismiss the complaint and dismissed Plaintiffs’
motion for class certification as moot.  The plaintiffs filed an appeal on January 18, 2013.  USEC continues to believe that it has meritorious defenses against
the suit and has not accrued any amounts for this matter.

Item 1A.  Risk Factors

Investors should carefully consider the updated risk factors below and the other risk factors in Part I, Item 1A of our 2012 Annual Report on Form 10-
K, in addition to the other information in our Annual Report and this Quarterly Report on Form 10-Q.

Our failure to maintain compliance with the listing requirements of the New York Stock Exchange (NYSE) could result in a delisting of our common stock,
which could require us to repurchase our $530 million of convertible notes for cash, which we would not have adequate cash to do and would result in an
event of default under our credit facility.

On May 8, 2012, we received notice from the New York Stock Exchange (“NYSE”) that the average closing price of our common stock was below the
NYSE’s continued listing criteria relating to minimum share price. The NYSE listing requirements require that a company’s common stock trade at a
minimum average closing price of $1.00 over a consecutive 30 trading-day period.  In accordance with the NYSE’s rules, on May 14, 2012, we provided
written notice to the NYSE of our intent to cure this deficiency through a reverse stock split.  We are required to regain compliance with the NYSE’s price
criteria by no later than our next annual meeting of stockholders if stockholder approval is required as is the case with a reverse stock split. We intend to seek
stockholder approval for a reverse stock split at our next annual meeting of stockholders, scheduled for June 27, 2013. However, we have no assurance that
our stockholders will approve the reverse stock split.  If our stockholders do not approve the reverse stock split, the NYSE would likely take action to delist
our common stock.  If our stockholders approve the reverse stock split and we effectuate the reverse stock split to cure the condition, the condition will be
deemed cured if our closing share price promptly exceeds $1.00 per share, and the price remains above the level for at least the following 30 trading
days.  However, we have no assurance that the reverse stock split, if effectuated, will cause our share price to improve as expected.
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On April 30, 2013, we received notice from the NYSE that the decline in our total market capitalization has caused us to be out of compliance with
another of the NYSE’s continued listing standards.  The NYSE listing requirements require that a company maintain an average market capitalization of not
less than $50 million over a consecutive 30 trading-day period where the company’s total stockholders’ equity is less than $50 million. In mid-April 2013,
our average market capitalization fell below $50 million, and we had a stockholders’ deficit of $472.9 million as of December 31, 2012.  In accordance with
the NYSE’s rules, on May 6, 2013, we provided written notice to the NYSE of our intent to cure this deficiency.  However, we have no assurance that we will
be able to improve our market capitalization.  Under applicable NYSE rules, we have 45 days from the receipt of the notice to submit a plan advising the
NYSE of definitive action it has taken, or is taking, that would bring it into conformity with the market capitalization listing standards within 18 months of
receipt of the letter.  Our plan will need to outline by quarter how we can through either existing or planned initiatives, return to compliance with the listing
standards.  We may not be successful in identifying initiatives that can reasonably be expected to result in the necessary improvements to our stock price and
market capitalization or in executing any initiatives that are identified and included in any plan submitted to the NYSE.  We have no assurance that the
NYSE will accept our plan or that if the NYSE accepts our plan, that we will be able to execute such plan to the NYSE’s satisfaction during the 18 month cure
period.   If the NYSE accepts the plan, our common stock will continue to be listed on the NYSE during the 18 month cure period, subject to the compliance
with other NYSE continued listing standards and continued periodic review by the NYSE of USEC’s progress with respect to its plan.  If the plan is not
submitted on a timely basis, is not accepted, or is accepted but USEC does not make progress consistent with the plan during the plan period, we will be
subject to suspension and delisting from the NYSE.

In addition, the NYSE can at any time suspend trading in a security and delist the stock if it deems it necessary for the protection of investors.  The NYSE
could also subject USEC to the continued listing procedures for a variety of other reasons, including as a result of the explanatory paragraph included in the
opinion of USEC’s independent registered public accounting firm on USEC’s financial statements for the year ended December 31, 2012 that there is
substantial doubt about USEC’s ability to continue as a going concern. 

The NYSE can also take accelerated listing action if our common stock trades at levels viewed to be “abnormally low” over a sustained period of time. 
We would also be subject to immediate suspension and de-listing from the NYSE if our average market capitalization is less than $15 million over a
consecutive 30 trading-day period or if we were to file or announce an intent to file under any of the sections of the bankruptcy law.  The NYSE reserves the
right to assess the suitability of the continued listing of a company on a case-by-case basis whenever it deems it appropriate and will consider factors such as
unsatisfactory financial conditions and/or operating results or inability to meet debt obligations or adequately finance operations.

A delisting of our common stock by the NYSE and the failure of our common stock to be listed on another national exchange could have significant
adverse consequences.  A delisting would likely have a negative effect on the price of our common stock and would impair stockholders’ ability to sell or
purchase our common stock.  As of March 31, 2013, we had $530 million of convertible notes outstanding.  A “fundamental change” is triggered under the
terms of our convertible notes if our shares of common stock are not listed for trading on any of the NYSE, the American Stock Exchange, the NASDAQ
Global Market or the NASDAQ Global Select Market.  Our receipt of a NYSE continued listing standards notification described above did not trigger a
fundamental change.  If a fundamental change occurs under the convertible notes, the holders of the notes can require us to repurchase the notes at par for
cash.  We do not have adequate cash to repurchase the notes.  A failure by us to offer to repurchase the notes or to repurchase the notes after the occurrence of
a fundamental change is an event of default under the indenture governing the notes.  In addition, the occurrence of a fundamental change under the
convertible notes that permits the holders of the convertible notes to require a repurchase for cash is an event of default under our credit
facility.  Accordingly, the exercise of remedies by holders of our convertible notes or lenders under our credit facility as a result of a delisting would have a
material adverse effect on our liquidity and financial condition and could require us to file for bankruptcy protection.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

(c) First Quarter Issuer Purchases of Equity Securities
      (c) Total Number  (d) Maximum Number
  (a) Total  (b)  of Shares (or Units)  (or Approximate Dollar
  Number of  Average  Purchased as Part  Value) of Shares (or
  Shares (or  Price Paid  of Publicly  Units) that May Yet Be
  Units)  Per Share  Announced Plans  Purchased Under the
 Period  Purchased(1)  (or Unit)  or Programs  Plans or Programs
         
January 1 – January 31   -   -  -  -
February 1 – February 28   -  -  -  -
March 1 – March 31   188,240  $0.48  -  -
   Total   188,240  $0.48  -  -

(1) These purchases were not made pursuant to a publicly announced repurchase plan or program. Represents 188,240 shares of common stock
surrendered to USEC to pay withholding taxes on shares of restricted stock under the Company’s equity incentive plan.  

Item 3. Defaults Upon Senior Securities

As permitted by the certificate of designation of the Series B-1 12.75% convertible preferred stock, par value $1.00 per share, our board of directors has
the discretion to declare or not to declare any quarterly dividends for the Series B-1 preferred.  Dividends on the Series B-1 preferred are payable quarterly (on
January 1, April 1, July 1 and October 1), at our election, in cash or in additional shares of Series B-1 preferred. We are currently restricted under our credit
facility from paying cash dividends. Our board of directors did not declare dividends on the Series B-1 preferred on the regular quarterly dividend payment
dates from January 1, 2012 through April 1, 2013 and the aggregate arrearage is $17.8 million. We have determined to defer declaring any dividends at this
time due to our net losses reported for the years ended December 31, 2011 and 2012 and stockholders’ deficit.  In accordance with the terms of the certificate
of designation for the Series B-1 preferred, dividends not declared are added to the liquidation preference for the Series B-1 preferred.  As of March 31, 2013,
there were 85,903 shares of Series B-1 preferred outstanding with an aggregate liquidation preference of $100.5 million ($103.7 million as of April 1, 2013
after taking into account the April 1, 2013 accrued dividend).

 
 
Item 6.  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.
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SIGNATURES

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

 USEC Inc.
    
    
    
Date:  May 7, 2013 By: /s/ John C. Barpoulis  
  John C. Barpoulis  
 Senior Vice President and Chief Financial Officer
 (Principal Financial Officer)
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EXHIBIT INDEX

Exhibit No.                     Description

 2.1 Stock Purchase Agreement dated January 23, 2013 by and between USEC Inc. and Hitz Holdings U.S.A. Inc., incorporated by reference to
Exhibit 2.1 to the current report on Form 8-K filed on January 24, 2013 (Commission file number 1-14287).

 
 10.1 Amendment No.002 dated February 21, 2013 to the Cooperative Agreement dated June 12, 2012 between the U.S. Department of Energy and

USEC Inc. and American Centrifuge Demonstration, LLC concerning the American Centrifuge Cascade Demonstration Test Program. (a)
 
 10.2 Amendment No.003 dated March 15, 2013 to the Cooperative Agreement dated June 12, 2012 between the U.S. Department of Energy and

USEC Inc. and American Centrifuge Demonstration, LLC concerning the American Centrifuge Cascade Demonstration Test Program
(Certain information has been omitted and filed separately pursuant to a request for confidential treatment under Rule 24b-2). (a)

 
 10.3 Consent, Waiver and Third Amendment to Fourth Amended and Restated Credit Agreement, dated as of March 14, 2013, among USEC Inc.,

United States Enrichment Corporation, the lenders party thereto, and JPMorgan Chase Bank, N.A., as administrative and collateral agent,
incorporated by reference to Exhibit 10.50 to the Annual Report on Form 10-K for the year ended December 31, 2012 (Commission file
number 1-14287).

 
 10.4 USEC Inc. 2013 Quarterly Incentive Plan, incorporated by reference to Exhibit 10.1 of the Current Report on Form 8-K filed on January 16,

2013 (Commission file number 1-14287). (b)
 
 10.5 USEC Inc. Amended and Restated Executive Severance Plan, incorporated by reference to Exhibit 10.2 of the Current Report on Form 8-K

filed on January 16, 2013 (Commission file number 1-14287). (b)
 
 10.6 Form of Change in Control Agreement with executive officers, incorporated by reference to Exhibit 10.3 of the Current Report on Form 8-K

filed on January 16, 2013 (Commission file number 1-14287). (b)
 
 31.1 Certification of the Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a).
 
 31.2 Certification of the Chief Financial Officer pursuant to Rule 13a-14(a)/15d-14(a).
 
 32.1 Certification of CEO and CFO pursuant to 18 U.S.C. Section 1350.
 
 101 Consolidated condensed financial statements from the quarterly report on Form 10-Q for the quarter ended March 31, 2013, furnished in

interactive data file (XBRL) format.
 

(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 10.1

DE-NE0000530
Amendment 002

AMENDMENT NO. 002
TO

COOPERATIVE AGREEMENT DE-NE0000530 BETWEEN
DEPARTMENT OF ENERGY (“DOE”),

USEC INC. (“USEC”),
AND

AMERICAN CENTRIFUGE DEMONSTRATION, LLC (“ACD”)
(collectively, the “Agreement”)

This amendment provides an extension of Budget Period 2 Funding Period 1. No additional funding is provided through this extension.
 

 
1.  Section 8.01 of the Agreement is deleted in its entirety and replaced with the following to extend Budget Period 2 Funding Period 1 :
 
8.01:  The maximum amount of liability assumed from the Recipient by DOE, which is made available through DOE assumption of Depleted Uranium
Hexafluoride (DUF6) title and liability, shall be as set forth in the table below.  For each of the periods set forth below, the Recipient is prohibited from
incurring costs for which DOE reimbursement will be sought in excess of the following amounts; provided, however, that unutilized funds made available in
any period may be made available to reimburse costs incurred in any subsequent period.

Award Period DOE Incremental Amount of Liability
Assumed in DUF6

Maximum DOE Incremental Amount of Cost Share Dollars

Budget Period 1 Funding Period 1 6/1/12-7/31/12 11,813 MT of DUF6 $26,410,272
(in the form of DUF6 liability assumed by DOE)

Budget period 1 Funding Period 2 8/1/12-11/30/12 up to 27,387 MT of DUF6 $61,259,912
(in the form of DUF6 liability assumed by DOE)

Total for Budget Period 1 up to 39,200 MT of DUF6 $87,670,184
(in the form of DUF6 liability assumed by DOE)

Budget Period 2
Funding Period 1
12/1/12-3/12/13

N/A $45,720,000

Budget Period 2
Funding Period 2

3/13/13-12/31/13 Estimated Government Cost Share

To be determined by DOE based upon the
availability of appropriations or other

sources of consideration

$146,609,816
 
 

Total Estimated Government Cost Share for Budget
Period 2

 $192,329,816

Budget Period 1 is divided into two funding periods.  DOE will accept title to DUF6 for the initial period (6/1/12-7/31/12) after award of this Agreement to
allow the Recipient to begin work on approved activities.  Upon satisfying the conditions set forth in this Article 8.01 below, the Contracting Officer will
issue written authorization allowing the Recipient to incur costs during the remainder of Budget Period 1 and DOE shall assume the remainder of the DUF6
liability to be assumed for Budget Period 1.  As of the execution date of Amendment No. 001, the Parties acknowledge and agree that the Contracting Officer
issued the necessary written authorization required by the preceding sentence on 7/31/12.  DOE cost share for Budget Period 1 will be fulfilled through
DOE’s assuming title and liability for up to 39,200 MT of Depleted Uranium Hexafluoride (DUF6), which the parties agree will be treated as the Government
providing $87,670,184 in cost share contributions (80% of the total estimated cost of the agreement for Budget Period 1).

Among other requirements set forth elsewhere in this Agreement, DOE will not assume liability from the Recipient incurred beyond 7/31/12 unless (a) the
Equipment Contract (Contract No. DE-NE0000488) has been executed and title to the Transferred Property (as defined therein) has been transferred to DOE
and (b) the Recipient provides a revised application for financial assistance under this award to DOE no later than 7/24/12 that includes: (1) cost, schedule,
Performance Indicator/Milestone detailed estimate (to Work Breakdown Structure level 3) for the Project; (2) a report detailing ACD’s efforts to implement a
governance structure demonstrating capability to provide overall management of the project (see Article 6.02) and demonstrating that the ACD has submitted
to the Nuclear Regulatory Commission (NRC) a complete package requesting a Foreign Ownership, Control or Influence (FOCI) determination in a form
acceptable to the NRC; and (3) a revised Attachment B that includes proposed Technical Milestone dates.  As of the execution date of Amendment No. 001,
the Parties acknowledge and agree that Recipient has met the requirement in the preceding sentence.

DOE will not issue written authorization permitting incurrence of costs under this Agreement during Budget Period 2 unless the Recipient submits the
following to DOE no later than 9/21/12: (1) documentation evidencing the existence of ACD with, subject to obtaining necessary regulatory approvals, the
governance structure referenced in Article 6.02; and (2) revised cost, schedule, Performance Indicator/Milestone detailed estimate (to Work Breakdown
Structure level 3) for the American Centrifuge Cascade Demonstration Test Program.  Execution of this Amendment No. 001 acknowledges that the
requirements of the preceding sentence have been met and written authorization to incur costs under this Agreement during Budget Period 2 was provided by
the Contracting Officer.

Budget Period 2 is divided into two funding periods.  For Budget Period 2, Funding Period 1, DOE has provided up to $45,720,000 for the Government Cost
Share.  At DOE’s discretion, and subject to the availability of appropriations or other sources of consideration, DOE will provide funding for the Budget
Period 2 Funding Period 2 (3/13/13-12/31/13) through further amendment(s) of this Agreement.

Among other requirements set forth elsewhere in this Agreement, DOE’s cost share for Budget Period 2, Funding Period 2 is conditioned upon the availability
of appropriations or other sources of consideration.  In the event DOE authorizes Additional Funding (above the assumption of DUF6 title and liability
provided in Section 8.01 and the funding provided for Budget Period 2, Funding Period 1, collectively the “Current Funding”), DOE and Recipient shall
promptly amend this Agreement to reflect such Additional Funding.



DOE will not assume liability or otherwise reimburse costs incurred by the Recipient under this Agreement above the Current Funding without first issuing
written authorization permitting the Recipient to incur costs under this Agreement above the Current Funding.  Notwithstanding the above, there is no
requirement for written authorization permitting the Recipient to incur costs under this Agreement constituting the Government Cost Share up to the Total
Government Funds Obligated.

In addition to other available remedies in the event the conditions in this Section 8.01 for the continued funding of the program are not met, the Contracting
Officer may suspend or terminate this award without recourse through corrective action by Recipient.  In the case of such a suspension or termination, costs
shall be addressed as set forth in 10 CFR § 600.24.
 
2.  All other terms and conditions of the Agreement remain the same.
 
 
/s/ Beth A. Tomasoni                                                                s/ Philip G. Sewell                                                      
Beth A. Tomasoni                                                                      Philip G. Sewell
Contracting Officer                                                                    Senior Vice President
U.S. Department of Energy                                                       USEC Inc.
 
2/21/2013                                                            2 /20/13                                                                
Date                                                                              D ate
 
 
/s/ Paul E. Sullivan                                                      
Paul E. Sullivan
American Centrifuge Demonstration, LLC

2/20/13                                                                
Date



Exhibit 10.2

Confidential information has been omitted in places marked “*****” and has been filed separately with the Securities and Exchange
Commission.  Confidential treatment has been requested with respect to this omitted information.

DE-NE0000530
Amendment 003

AMENDMENT NO. 003
TO

COOPERATIVE AGREEMENT DE-NE0000530 BETWEEN
DEPARTMENT OF ENERGY (“DOE”),

USEC INC. (“USEC”),
AND

AMERICAN CENTRIFUGE DEMONSTRATION, LLC (“ACD”)
(collectively, the “Agreement”)

1.  Line 9 of the Opening Page is deleted in its entirety and replaced with the following:

Funds Obligated This Action: $44,378,055 in agreed to value equal to ***** SWU transferred to USEC Inc. as the SWU Component of ***** KgU Enriched
Uranium Product (EUP) via EUP Transfer**.

**EUP Transfer is defined in Attachment H - EUP Transfer Provisions.

2.  Line 10 of the Opening Page is deleted in its entirety and replaced with the following:

Funds Obligated Prior Actions: $133,390,184 (comprised of $87,670,184 equal to up to 39,200 MT DUF6 accepted by DOE) (original agreement), plus
$45,720,000 funding provided by DOE under GFY 2013 continuing resolution (Amendment No. 001).

3.  Line 11 of the Opening Page is deleted in its entirety and replaced with the following:
 
Total Government Funds Obligated: $177,768,239 (comprised of $87,670,184 equal to up to 39,200 MT DUF6 accepted by DOE (original agreement), plus
$45,720,000 funding provided by DOE under GFY 2013 continuing resolution (Amendment No. 001), plus $44,378,055 equal to ***** SWU as the SWU
Component of ***** KgU EUP transferred to USEC Inc. (Amendment No. 003).

4.  Section 3.01 of the Agreement is deleted in its entirety and replaced with the following:

In the event of any inconsistency between the terms of this Agreement and the Attachments, the inconsistency shall be resolved by giving precedence in the
following order:  (1) this Agreement and (2) Attachments to this Agreement. In the event of any inconsistency between Attachment B  to this Agreement and
Attachment 1 to the RD&D Test Program , the inconsistency shall be resolved by giving precedence in the following order:  (1) Attachment B and (2)
Attachment 1 to the RD&D Test Program.

5.  Section 7.03 of the Agreement is deleted in its entirety and replaced with the following:

7.03 Technical Milestones and Deliverables. Attachment B to this Award establishes Technical Milestones and deliverables.  Recipient agrees that all
information provided or made available under this agreement, including deliverables, shall be complete and accurate to the best of its knowledge.  If the
Recipient fails to achieve any Technical Milestones and deliverables, DOE may renegotiate the statement of project objectives or schedule of Technical
Milestones and deliverables in Attachment B to this Award.  In the alternative, DOE may deem the Recipient’s failure to achieve Technical Milestones set
forth in Attachment B to be material noncompliance with the terms and conditions of this Award and suspend or terminate the Award.  DOE shall have the
right to rescind its acceptance of a deliverable required under this Agreement or its acknowledgement as to the achievement of a milestone if DOE later
determines that the acceptance or acknowledgement was based on incomplete or inaccurate deliverables or other information provided by
Recipient.   Allowability of costs shall be handled in accordance with the applicable regulations.  See, e.g., 10 CFR 600.25 and 10 CFR 600.352

6.  Section 8.01 of the Agreement is deleted in its entirety and replaced with the following:
 
8.01:  The maximum amount of liability assumed from the Recipient by DOE, which is made available through DOE assumption of Depleted Uranium
Hexafluoride (DUF6) title and liability, shall be as set forth in the table below.  For each of the periods set forth below, the Recipient is prohibited from
incurring costs for which DOE reimbursement will be sought in excess of the following amounts; provided, however, that unutilized funds made available in
any period may be made available to reimburse costs incurred in any subsequent period at DOE’s discretion.

Award Period DOE Method of Cost Share Maximum DOE Incremental Amount of Cost Share Dollars

Budget Period 1 Funding Period
1 6/1/12-7/31/12

DOE assumption of 11,813 MT of DUF6
liability -

$26,410,272
(in the form of DUF6 liability assumed by DOE)

Budget Period 1 Funding Period
2 8/1/12-11/30/12

DOE assumption of up to 27,387 MT of DUF6
liability

$61,259,912
(in the form of DUF6 liability assumed by DOE)

Total for Budget Period 1 DOE assumption of up to 39,200 MT of DUF6
liability

$87,670,184
(in the form of DUF6 liability assumed by DOE)

Budget Period 2
Funding Period 1
12/1/12-3/12/13

Appropriated Funding $45,720,000
 



Budget Period 2
Funding Period 2
3/13/13-6/15/13

DOE transfer to USEC Inc. of ***** KgU EUP
containing ***** SWU as the SWU

Component and approximately 408,833.614
KgU as the Feed Component with Recipient to
return approximately 408,833.614 KgU Feed
Component to DOE as set forth in Attachment

H.

$44,378,055 (agreed value of ***** SWU transferred as a component of the
EUP transferred to USEC Inc.)

Budget Period 2
Funding Period 3

6/16/13-7/31/13 Estimated
Government Cost Share

To be determined by DOE based upon the
availability of appropriations or other sources

of consideration

TBD
 

Budget Period 2
Funding Period 4

8/1/13-9/30/13 Estimated
Government Cost Share

To be determined by DOE based upon the
availability of appropriations or other sources

of consideration

TBD

Budget Period 2
Funding Period 5

10/1/13-12/31/13 Estimated
Government Cost Share

To be determined by DOE based upon the
availability of appropriations or other sources

of consideration

TBD

Total Estimated Government
Cost Share for Budget Period 2

 $192,329,816

 
 
Budget Period 1 is divided into two funding periods.  DOE will accept title to DUF6 for the initial period (6/1/12-7/31/12) after award of this Agreement to
allow the Recipient to begin work on approved activities.  Upon satisfying the conditions set forth in this Article 8.01 below, the Contracting Officer will
issue written authorization allowing the Recipient to incur costs during the remainder of Budget Period 1 and DOE shall assume the remainder of the DUF6
liability to be assumed for Budget Period 1.  As of the execution date of Amendment No. 001, the Parties acknowledge and agree that the Contracting Officer
issued the necessary written authorization required by the preceding sentence on 7/31/12.  DOE cost share for Budget Period 1 will be fulfilled through
DOE’s assuming title and liability for up to 39,200 MT of Depleted Uranium Hexafluoride (DUF6), which the parties agree will be treated as the Government
providing $87,670,184 in cost share contributions (80% of the total estimated cost of the agreement for Budget Period 1).

Among other requirements set forth elsewhere in this Agreement, DOE will not assume liability from the Recipient incurred beyond 7/31/12 unless (a) the
Equipment Contract (Contract No. DE-NE0000488) has been executed and title to the Transferred Property (as defined therein) has been transferred to DOE
and (b) the Recipient provides a revised application for financial assistance under this award to DOE no later than 7/24/12 that includes: (1) cost, schedule,
Performance Indicator/Milestone detailed estimate (to Work Breakdown Structure level 3) for the Project; (2) a report detailing ACD’s efforts to implement a
governance structure demonstrating capability to provide overall management of the project (see Article 6.02) and demonstrating that the ACD has submitted
to the Nuclear Regulatory Commission (NRC) a complete package requesting a Foreign Ownership, Control or Influence (FOCI) determination in a form
acceptable to the NRC; and (3) a revised Attachment B that includes proposed Technical Milestone dates.  As of the execution date of Amendment No. 001,
the Parties acknowledge and agree that Recipient has met the requirement in the preceding sentence.

DOE will not issue written authorization permitting incurrence of costs under this Agreement during Budget Period 2 unless the Recipient submits the
following to DOE no later than 9/21/12: (1) documentation evidencing the existence of ACD with, subject to obtaining necessary regulatory approvals, the
governance structure referenced in Article 6.02; and (2) revised cost, schedule, Performance Indicator/Milestone detailed estimate (to Work Breakdown
Structure level 3) for the American Centrifuge Cascade Demonstration Test Program.  Execution of this Amendment No. 001 acknowledges that the
requirements of the preceding sentence have been met and written authorization to incur costs under this Agreement during Budget Period 2 was provided by
the Contracting Officer.

Budget Period 2 is divided into multiple funding periods.  For Budget Period 2, Funding Period 1, DOE has provided up to $45,720,000 for the Government
Cost Share.  For Budget Period 2, Funding Period 2 (3/13/13-6/15/13), DOE will provide $44,378,055 in Government Cost Share (80% of the total estimated
cost of the agreement for Budget Period 2, Funding Period 2).  This Cost Share will be met via the agreed upon value of the SWU Component (***** SWU)
of the EUP transferred to USEC Inc. in accordance with the provisions of Attachment H.

At DOE’s discretion, and subject to requirements elsewhere in this agreement and the availability of appropriations or other sources of consideration, DOE
may provide funding for future funding periods through further amendment(s) of this Agreement.  DOE will not authorize continuation of the Project or
provide Cost Share funding to reimburse costs incurred by the Recipient under this Agreement for future funding periods unless the Recipient has
successfully met all milestones and provided to DOE all deliverables scheduled for performance or delivery before the end of Budget Period 2 Funding
Period 2 as set forth in Attachment B Project Scope – Amendment #2 and demonstrates to DOE’s satisfaction evidence of sufficient progress toward
Recipient’s ability to successfully meet the milestones scheduled to be completed during future funding periods.  In the event DOE provides Additional
Funding (above the “Current Funding” provided by Amendment NO. 003 to this Agreement), DOE and Recipient shall amend this Agreement to reflect such
Additional Funding.

DOE will not assume liability or otherwise reimburse costs incurred by the Recipient under this Agreement above the Current Funding without first issuing
written authorization permitting the Recipient to incur costs under this Agreement above the Current Funding.  Notwithstanding the above, there is no
requirement for written authorization permitting the Recipient to incur costs under this Agreement constituting the Government Cost Share up to the Total
Government Funds Obligated.

In addition to other available remedies, in the event the conditions in this Section 8.01 for the continued funding of the program are not met, the Contracting
Officer may suspend or terminate this award without recourse through corrective action by Recipient.  In the case of such a suspension or termination, costs
shall be addressed as set forth in 10 CFR § 600.24.

7.  Section 9.03 of the Agreement shall be deleted in its entirety and replaced with the following:
 
9.03 Repayment in the Event of Termination



A.  Repayment of Unexpended Funds.  In the event the total allowable costs incurred for the project are less than the total estimated project cost through
Budget Period 2 Funding Period 2, either due to termination of this Agreement or for other reasons, the total amount of Government Cost Share made under
Article 8 will be adjusted on a pro rata basis to equal DOE’s share of the total project costs in the same method in which the Government Cost Share was
originally provided (see the table in Section 8.01).  For example, unexpended Government Cost Share provided to fund Budget Period 1 Funding Period 1
would be adjusted in the form of DOE’s transferring DUF6 back to USEC.  If the overpayment of Government Cost Share cannot be adjusted in the original
method in which it was provided, it shall be adjusted via one or more of the following methods, listed in descending order of acceptance:
 
 

1) Recipient shall return a quantity of EUP involved in the EUP Transfer equivalent to the proportion of unspent Government Cost Share to DOE
and DOE shall, if permissible, consistent with all applicable laws, return the equivalent quantity of Feed Material pro rata based on the agreed value to the
nearest full cylinder;

2) In the event either Recipient or DOE cannot effect the transfers in 9.03(A)(1) to fully satisfy the required repayment, Recipient shall repay DOE in
funds for any unexpended Government Cost Share; or

3) In the event Recipient or DOE cannot effect either of the prior methods of repayment to fully satisfy the required repayment, as a last option, DOE
shall return a pro rata amount of DUF6 to USEC calculated based on the ratio of DUF6 to Government Cost Share originally provided in Budget Period 1
Funding Period to the nearest full cylinder.

B.  Accounting and Calculation Procedures.  Following termination or expiration of this Agreement, Recipient must submit an accounting of costs incurred
until the point of termination or expiration to DOE’s Contracting Officer within ninety (90) days of the date of termination or expiration.  Within thirty (30)
days of the delivery of the accounting of the total costs of the project, DOE shall notify the Recipient of the need to adjust the Government Cost Share in one
of the forms set forth in section 9.03(A), and identify the specific quantity and method of unexpended or unallowed Government Cost Share that must be
returned, if applicable.  The Recipient will notify DOE of any objection to the amount or method of Government Cost Share return identified under this
Section within ten (10) days of receiving DOE’s notice.  If adjustment is to be in EUP and there is no objection, the Recipient will identify the cylinder(s)
containing the quantity to be returned, or as close to the necessary quantity as reasonably practical.  If adjustment requires physical delivery of Feed Material
or DUF6 by DOE, DOE will identify the cylinder(s) containing the quantity to be returned, or as close to the necessary quantity as reasonably
practical.  Recipient or DOE, as appropriate, shall transfer and DOE or Recipient, as appropriate, shall accept title to material required to be transferred under
this Section 9.03 on the earlier of (i) the eleventh day after receipt of notice if no objection is delivered; (ii) the date DOE and the Recipient agree to the
transfer(s); or (iii) the date any dispute is resolved under Article 21.   Physical delivery of any material returned shall be at the Paducah Gaseous Diffusion
Plant by mutual agreement of the parties and Enrichment, taking into consideration relevant provisions of the Lease Agreement between DOE and
Enrichment, dated July 1, 1993 (Lease Agreement), as amended.  In no event, however, shall any cylinders be returned after the date USEC completes the
turnover requirements and DOE accepts return of the property pursuant to relevant provisions of the Lease Agreement. Notwithstanding any other provisions
in this Agreement, including Attachment H, any adjustment and title transfer required under this section 9.03 shall be at no cost to DOE.

8.  Article 10 of the Agreement is deleted in its entirety and replaced with the following:
 
ARTICLE 10 – MAXIMUM OBLIGATION

The maximum Government obligation to the Recipient is limited to accepting no more than 39,200 MT of uranium in the form of DUF6, plus providing
$45,720,000 in additional funding, plus providing $44,378,055 in agreed value of the SWU component of the EUP Transfer in additional funding.   The
Recipient is not obligated to continue performance of the project after the maximum Government obligation and the Recipient’s share of the project costs are
expended.

9.  A new Section 15.07 is added to the Agreement as follows:

15.07  Notwithstanding any other provisions in this Agreement, the EUP Transfer shall not be considered real property or equipment for purposes of Articles
15 or 17 of this Agreement.

10.  The parties agree that this Amendment, including the incorporation of Attachment B Project Scope – Amendment #2 and its included milestones and
deliverables, does not affect, alter or modify in any way the definition of “Successful Completion of the American Centrifuge Cascade Demonstration
Test Program” milestone in the June 2002 Agreement.  The parties further agree that this Amendment, including the incorporation of Attachment B
Project Scope – Amendment #2 and its included milestones and deliverables, does not constitute and shall not be construed as an event beyond the
control or without the fault or negligence of USEC resulting in Recipient’s or its affiliates’ inability to achieve the “Successful Completion of the
American Centrifuge Cascade Demonstration Test Program” milestone in the June 2002 Agreement.

11.  Attachment B – Project Scope – Amendment #1 is deleted in its entirety and replaced with Attachment B “Project Scope – Amendment #2 Cooperative
Agreement for the American Centrifuge Demonstration Program” dated 3/12/13.  The revised Attachment B – Project Scope is hereby incorporated into
this Agreement and is found as Attachment B to this Amendment 003.

12.  Attachment H entitled “EUP Transfer Provisions” is hereby incorporated into the Agreement.  The transfer of EUP from DOE to USEC must be
conducted in accordance with Attachment H.

 
13.  Attachment H.1 entitled “List of EUP Cylinders” is hereby incorporated into the Agreement.

 
14.  Attachment H.2 entitled “Furnished Feed Material” is hereby incorporated in the Agreement.

15.  Attachment H.3 entitled “DUF6 and Cylinder Specifications” is hereby incorporated in the Agreement.
 

16.  All other terms and conditions of the Agreement remain the same.

 
 



 

 

/s/ Matthew L. Parker                                                        /s/ Phillip G. Sewell                                                      
Matthew L. Parker                                                              Philip G. Sewell
Contracting Officer                                                           Senior Vice President
U.S. Department of Energy                                              USEC Inc.

 
3/15/13                                                            3/15/13                                                      
Date                                                                            Date
 

 
/s/ Paul Sullivan                                                      
Paul Sullivan
Project Manager
American Centrifuge Demonstration, LLC

3/15/13                                                      
Date
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Revised Attachment B
 

Attachment B
Project Scope – Amendment #2

Cooperative Agreement for the American Centrifuge Cascade Demonstration
Program

March 12, 2013

Statement of Project Objectives

The American Centrifuge Cascade Demonstration Program has two primary objectives:

-  Objective 1:  Demonstrate the American Centrifuge technology through the construction and operation of one or more demonstration cascades of
120 AC-100 centrifuges.  To fulfill this objective, the Program will accomplish all defined Milestones and all Performance Indicators.  Milestones
represent a significant event wherein the documented accomplishment of that event satisfies a condition of section 7.03 of the Cooperative
Agreement.  Performance Indicators represent events wherein the documented accomplishment of that event indicates measurable progress towards
successful completion of the project objectives, but for which failure to complete by the target date therefore shall not be a material noncompliance
with the terms and conditions of the Award.  This objective is guided by the principle that the DOE Test Program Plan (Attachment 1 to the RD&D
Test Program) is to take priority over achieving more machine run time.  Milestones, Performance Indicators, and Deliverables to be completed by
the Program are:

MILESTONE 1 - DOE and USEC jointly agree upon a test program (RD&D Test Program) for the remaining Milestones and for full system
reliability and plant availability that takes into account human factors, upgraded Lower Suspension Drive Assembly (LSDA) and overall AC100
reliability, and full cascade separative performance, so as to achieve an overall plant availability of at least ***** with at least a *****
confidence level. As of the date of Amendment 003 to the Cooperative Agreement, the DOE Test Program Plan: Requirements and Action Steps
for the American Centrifuge Program Demonstration Cascade Piketon, Ohio dated March 12, 2013 (the DOE Test Program Plan) (Attachment 1
to the RD&D Test Program) is incorporated as part of the agreed upon test program for the American Centrifuge Cascade Demonstration
Program.

Milestone 1 - completed.

Milestone 1.1 – As of the date of Amendment 003 to the Cooperative Agreement, the DOE Test Program Plan: Requirements and Action Steps
for the American Centrifuge Program Demonstration Cascade Piketon, Ohio dated March 12, 2013 is incorporated as Attachment 1 to the RD&D
Test Program.   DOE and USEC will jointly agree to revise and further define the DOE Test Program Plan in Attachment 1 to the RD&D Test
Program to include agreed upon parameters and success criteria for Tests and such other modifications as the parties agree, such as the inclusion
of additional milestones to this Attachment B.

Milestone 1.1 is to be achieved by 5/15/13

Milestone 1.2 – Successfully complete Test 2 “Extended Feed Rate Range Survey, Machine” as set forth in Attachment 1 to the RD&D Test
Program of the Agreement.

Milestone 1.2  is to be achieved by 6/15/13.

Milestone 1.3 – Successfully complete Test 7 “Machine Performance Parameter Test” as set forth in Attachment 1 to the RD&D Test Program of
the Agreement.

Milestone 1.3 is to be achieved by 6/30/13.

Milestone 1.4 – Successfully complete Test 5 “Power Outage Testing, Machine Response” as set forth in Attachment 1 to the RD&D Test
Program of the Agreement.

DOE and USEC shall establish an agreed upon milestone date for Milestone 1.4 by 5/15/13.

MILESTONE 2 - Confirm the reliability of the Lower Suspension Drive Assembly  (LSDA) by accumulating 20 machine-years of operation at
target speed using AC100 centrifuges with upgraded LSDAs with no more than ***** LSDA failures.

Milestone 2 - completed.

PERFORMANCE INDICATOR A – Demonstrate AC100 operational readiness by accumulating 10-machine years ***** at target speed on gas.

Performance Indicator A is completed.



PERFORMANCE INDICATOR B – Demonstrate AC100 production capability by manufacturing, assembling and providing 78 centrifuges to Operations.

Performance Indicator B is completed.

PERFORMANCE INDICATOR C – Complete AC100 production capability by manufacturing, assembling and providing 120 centrifuges to
Operations.

Performance Indicator C is to be achieved by April 30, 2013

PERFORMANCE INDICATOR D – Demonstrate robustness of plant support systems by successfully completing Integrated Systems Test Program to fully
test plant support systems backup and redundant capability to ensure continuous cascade operation or safe shutdown of cascade operation in the event of loss
of normal power or other system casualties.

Performance Indicator D is to be achieved by June 30, 2013

PERFORMANCE INDICATOR E – Demonstrate robustness of AC100 design to stress transients through validated analytical models, simulation and drills
(e.g. physical tests) that demonstrate the ability of the cascade to withstand loss of power or other loss of Balance of Plant support system scenarios using a
technical evaluation of time and actions to restore support systems and its effect on the AC100 centrifuge starting from steady-state operations.

Performance Indicator E is to be achieved by October 1, 2013

MILESTONE 3 - Demonstrate AC100 manufacturing quality by operating the Commercial Demonstration Cascade at a confidence level of at
least ***** for a minimum of 20 machine-years.

Milestone 3 is to be achieved by December 31, 2013.

MILESTONE 4- Demonstrate AC100 reliability by accumulating 20 machine-years ***** at target speed and design condition with no more
than the expected number of infant, steady-state and electronic recycles.

Milestone 4 is to be achieved by December 31, 2013.

MILESTONE 5 - Demonstrate sustained production from commercially-staged, 120-centrifuge demonstration cascade configuration for 60
days (~20 machine years) in cascade recycle mode with at least a ***** production availability using an average AC100 centrifuge production
of 340 SWU per centrifuge-year.

Milestone 5 is to be achieved by December 31, 2013.

DELIVERABLES – USEC and DOE jointly agree that the requirements set forth in Attachment 1 to the RD&D Test Program, including
requirements to submit data, procedures, and/or documentation regarding tests and test prerequisites outlined in Attachment 1 to the RD&D
Test Program, shall be considered deliverables under this Agreement.  The deadline for each deliverable shall be as set forth in Attachment 1 to
the RD&D Test Program, provided that DOE submits to USEC a list of required information to be submitted by USEC at least 30 days prior to
the deadline. For Tests 2 and 7, DOE must provide the lists of required information to USEC by March 15, 2013 to enable USEC compliance by
March 22, 2013. Except in the cases of Tests 2 and 7, in the event that DOE provides a list of required information to be submitted by USEC less
than 30 days prior to the deadline for each deliverable set forth in Attachment 1 to the RD&D Test Program, the corresponding deadline shall be
extended as necessary to provide 30 days for USEC to provide the required deliverable(s). The deliverables required by this paragraph are in
addition to any other deliverables required elsewhere in the Agreement. In all instances, USEC shall provide all relevant data in response to the
deliverables defined under this Agreement.  As set forth in Section 7.03 of the Agreement, Recipient agrees that all information provided or
made available under this agreement, including deliverables, shall be complete and accurate to the best of its knowledge.  DOE shall have the
right to rescind its acceptance of a deliverable required under this Agreement or its acknowledgement as to the achievement of a milestone if
DOE later determines that the acceptance or acknowledgement was based on incomplete or inaccurate deliverables or other information
provided by Recipient.

-  Objective 2:  Sustain the domestic U.S. centrifuge technical and industrial base for national security purposes and potential commercialization of
the American Centrifuge Project (ACP).  The Program will also conduct activities to reduce the risk and improve the future prospects of deployment
of the American Centrifuge.  The Program will aim to retain the majority of employment of over 800 high-skilled jobs primarily in Ohio, Tennessee,
West Virginia, Indiana, Pennsylvania and Maryland while advancing a project that achieves important energy security and national security
objectives combined with the potential to create thousands of direct and indirect jobs over the next several years.

Order of Precedence: As set forth in Section 3.01 of the Cooperative Agreement, in the event of any inconsistency between this Attachment B to this
Cooperative Agreement and Attachment 1 to the RD&D Test Program (the DOE Test Program Plan), the inconsistency shall be resolved by giving precedence
in the following order:  (1) Attachment B and (2) Attachment 1 to the RD&D Test Program.  The Cooperative Agreement shall take precedence over any
Attachments to the Agreement.

Scope of Research, Development and Deployment

The Program will support the following major areas of activity:

  Machine Technology.
  Demonstration of AC100 commercial plant machine manufacturing by American Centrifuge Manufacturing
  Demonstration of AC100 Lead Cascade Operations Cascade Operations, and Support Systems
  Engineering, Procurement and Construction activities



  Process Engineering, Technology and Equipment activities
  Program management

Each activity is discussed separately below.
 

 
Machine Technology
 
 

Technical Support will be provided for all manufacturing, lead cascade and other project activities including design agent functions, SWU
performance and value engineering, troubleshooting, testing and operations demonstration activities, manufacturing specialty components,
laboratory support, and auxiliary equipment.  This includes continuation of ACP activities at the Oak Ridge Centrifuge Technology Center and K-
1600 test facility to support the cascade demonstration, AC100 centrifuge manufacturing, and other activities under the project.  *****

 
Demonstration of AC100 Commercial Plant Machine Manufacturing
 

American Centrifuge Manufacturing, LLC (ACM) will manufacture AC100 centrifuge components and subassemblies to complete the retrofit of the
existing 42 AC100 machines in the lead cascade to include a safety feature , and manufacture  new AC100 centrifuges to complete the demonstration
cascade.    Once the centrifuges for the first cascade are complete, ACM will continue to manufacture additional centrifuges as the budget permits.  ACM will
also continue efforts to improve manufacturing processes, reduce machine costs, and enhance and facilitize the supplier base for high volume manufacturing.

 
Demonstration of AC100 Lead Cascade Operation and Cascade Operations
 

Continue the operation of AC100 Centrifuges in the lead cascade until construction activities for the Demonstration Cascade necessitate
suspension of operations. Continue development of operational procedures, training, and conduct of operations to assure operational enhancements
that reduce risk during demonstration, cascade operations and that position the Project for successful commercial operations. The number of operating
centrifuges will be expanded with the addition of new centrifuges until all 67 positions in the current lead cascade are operational, at which point
additional new machines will be cycled in to replace existing machines and condition them for operation in the Demonstration Cascade.  Lead cascade
operations will be shut down ***** at the beginning of 2013 for the construction of the Demonstration Cascade infrastructure and integrated systems
testing required to commission the 120 Centrifuge Demonstration cascade and any additional machines constructed and assembled during the
project.  Once complete, 120 or more AC100 centrifuges will be installed and operated in a commercial plant cascade configuration (the
“Demonstration Cascade”).
 

 
Engineering, Procurement and Construction
 
 

Engineering, Procurement and Construction (EPC) activities within the scope include design, material procurement, and construction required
for the Demonstration Cascade.  EPC may also maintain the required management, engineering, procurement, construction, and industrial base to
support timely transition to the commercial plant, through design advancement, and other related activities.
 

 
Process Engineering, Technology and Equipment
 

 
 

Process Engineering, Technology and Equipment (PETE) activities will support the continuation of commercial plant feed and withdrawal
equipment design, manufacturing and delivery.  Specifically, PETE may continue limited-rate fabrication of the cold box subassemblies, autoclaves
and UF6 cylinder transporters required for ACP to sustain highly specialized suppliers of equipment needed for future deployment of the ACP
technology.

The PETE and EPC organizations will also collaborate on an evaluation of ***** feed and withdrawal *****.
 

 
Program Management
 
 

Program Management will continue to provide overall project direction of Machine Technology, ACM, Operations, and EPC, and conduct activities
that reduce the overall risk of transitioning to commercial deployment.  Program Management will encompass an improved program management structure
and includes other participants, administrative requirements of the Cooperative Agreement, project oversight and reporting requirements to DOE in
accordance with the Cooperative Agreement.     The Program Management organization will lead the effort to develop the project baseline against which
performance will be measured using earned value management techniques.



USEC PROPRIETARY INFORMATION
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DE-NE0000530
Amendment 003

Attachment H
Attachment H – EUP Transfer

A.1.           Definitions

For purposes of this Attachment H, the following terms and expressions, when used with initial capitalization, shall have the meanings assigned to them
hereunder and cognate expressions shall have corresponding meanings.
 
These definitions are intended to supplement and not to replace any definitions contained in any of the documents incorporated by reference herein, but in
case of any conflict or inconsistencies, the definitions appearing herein below shall prevail.
 
Words importing natural persons include legal entities (corporate and un-incorporated) and vice-versa.
 
Where any term appears in this Attachment H with initial capitalization and that is not defined herein or in any amendment, modification or supplement
hereto agreed by the Parties after the Effective Date, then that term shall have the meaning commonly used in the nuclear industry at the date of signing of
this Attachment H.
 
“Assay” means the total weight of 235U per kilogram of Material divided by the total weight of all uranium isotopes per kilogram of Material, the quotient of
which is multiplied by 100 and expressed as a weight percent.
 
“Book Transfer” or “Book Transferred” means the transfer of credits for a given quantity of Feed Material, Enriched Uranium Product, Tails Material or SWU
(all as defined below) between accounts within USEC’s subsidiary United States Enrichment Corporation’s nuclear material accounting system.
 
“Conforming Material” means natural uranium in the form of UF6 which has not been irradiated, enriched or depleted, with an approximate Assay of 0.711,
and which conforms to the provisions of the ASTM specification C-787 “Standard Specification for Uranium Hexafluoride for Enrichment” as in effect on the
date of delivery, applicable to “Commercial Natural UF6” (as defined in the specification).
 
 “Effective Date” means the date of signature of Amendment 003 to the Agreement.
 
“Enriched Uranium Product,” or “EUP” means Uranium Hexafluoride with an Assay greater than 0.711 w/o 235U but less than or equal to 5.00 w/o 235U.
 
“Enrichment” means the United States Enrichment Corporation, a subsidiary of USEC.
 
“Feed Material” or “Feed Component” means the amount of natural uranium (in KgU as UF6) ) required to produce Enriched Uranium Product, at a specified
Assay and Tails Assay, as calculated by the most recent version of SWUCalc.
 
“March 2012 Agreement” means the agreement entered into between DOE and the United States Enrichment Corporation on March 13, 2012, DOE Contract
No. DE-NE0000481.
 
“Material” means, as the context requires, Feed Material, Tails Material and/or Enriched Uranium Product.
 
“Obligation Code” means (a) the code assigned to Material under the Nuclear Material Management & Safeguards System to indicate the foreign
obligation(s) applicable to such Material; or (b) the code assigned by Enrichment to Material to indicate the unobligated status of such Material.
 
 “SWU Component” means the amount of SWU required to enrich Feed Material to produce Enriched Uranium Product with a given Assay, and Tails
Material with a given Tails Assay, as calculated using the most recent version of SWUCalc.
 
“SWUCalc” means version 4.0 of the software program, “SWUCalc,” available from Enrichment.
 
“Tails” or “Tails Material” or “Depleted Uranium Hexafluoride” or “DUF6” means depleted uranium generated as a result of operation of the gaseous
diffusion plants.
 
“Tails Assay” means the Assay of Depleted Uranium Hexafluoride associated with the production of EUP.
 
 “235U”means the fissionable uranium isotope with mass number 235.
 
“Uranium Hexafluoride” or “UF6” means a chemical compound of uranium and fluorine.
 

A.2           Transfer of Material

Pursuant to the Agreement and this Attachment H, USEC will receive ***** KgU EUP, as listed in Attachment H.1, containing approximately ***** SWU as
the SWU Component and approximately 408,833.614 KgU as the Feed Component as a transfer to Enrichment.   USEC, through Enrichment, will provide
approximately 408,833.614 KgU of Feed Material, as listed in Attachment H.2, in the form of Russian-origin natural uranium from its inventory for transfer to



DOE as the Feed Component of the EUP being transferred by DOE. $44,378,055, the agreed-upon value of the SWU Component of the EUP Transfer, is
funding for the Government Cost Share Budget Period 2, Funding Period 2 (the “SWU Transfer”).

Section B – Delivery

B.1.           Delivery Point

Initial delivery of all items under this Attachment H shall be made by Book Transfer.  Physical delivery of the Feed Material shall take place at the request of
DOE at the boundary of DOE and the Nuclear Regulatory Commission’s regulatory oversight at
Paducah Gaseous Diffusion Plant (PGDP) located in Paducah, Kentucky at a delivery point designated by DOE’s contractor for the DUF6 Conversion Plant,
consistent with section B.2(B).

B.2.           Delivery Specifications

A.  Delivery of EUP.  DOE shall transfer title to the EUP specified in clause A.2 (the Delivery Quantity) by Book Transfer to Enrichment on the Effective
Date.  The EUP transferred to Enrichment shall contain a Feed Component and a SWU Component, both of U.S. origin.  USEC and/or Enrichment is
in physical possession of the EUP being transferred; title transfer is all that is required on the Effective Date,  The list of cylinders containing EUP to
be transferred to Enrichment is in Attachment H.1 –List of EUP Cylinders.  Enrichment will also receive all records associated with inspection,
storage, and management of the EUP Transfer, including manufacturers’ records in DOE’s possession and Nuclear Material Control and
Accountability records for each cylinder originally provided by Enrichment as amended and a statement of quantities and properties of the EUP.  On
the Effective Date, transfer shall occur by Enrichment crediting Enrichment’s Inventory Account with the EUP and Enrichment shall hold title to the
EUP.  DOE acknowledges and agrees that once transfer is complete, all rights and warranties as to this EUP, including rights to additional services,
physical delivery, and/or inspection, acceptance and/or rejection, it possessed pursuant to Contract No. DE-NE0000481 against Enrichment and/or
USEC are terminated.

 
B.  Delivery of Feed Material.  Prior to delivery of Feed Material, Enrichment will provide certification to DOE that: (1) the Feed Material cylinders to

be transferred are the same cylinders transferred by DOE to USEC in the March 2012 agreement; (2) that the cylinders and their contents have not
been changed in any way since delivery to Enrichment; and (3) the cylinders are in the same or as good as condition as when they were transferred to
Enrichment.  Enrichment shall deliver by Book Transfer the Feed Material of Russian-origin in the cylinders specified in Attachment H.2 –
Furnished Feed Material on the Effective Date.  Title to the Feed Material and the cylinders containing the Feed Material shall pass to DOE on the
date that title to the EUP is transferred to Enrichment and the Feed Material shall be debited from Enrichment’s Inventory Account.  If requested by
DOE, physical delivery of the Feed Material shall occur at a time mutually agreed upon by the parties, but not later than 90 days after the date DOE’s
request is received, and at no cost to DOE.  Enrichment shall cover all costs associated with physical delivery of the Feed Material to the Delivery
Point. Physical delivery will take into consideration relevant provisions of the Lease Agreement between DOE and Enrichment, dated July 1, 1993,
as amended.

 
C.  Risk of Loss.  The party accepting delivery of EUP or Feed Material under this Attachment H shall bear risk of loss of all EUP or Feed Material after

such EUP or Feed Material is delivered as specified herein.
 

D.  Calculation of Components.  For purposes of this Attachment H, the Feed and SWU Components of all EUP shall be calculated using SWUCalc and
an assumed Tails Assay of *****.

E.  Obligation Codes.  In delivering title of the EUP to Enrichment, the Parties may undertake swaps of origins and Obligations Codes in order to
ascribe Russian origin to the Feed Material transferred to DOE.  Such swaps would be conducted at no cost to DOE.

 G .  Transfer of Material to DOE Under Section 9.03 of the Agreement .  In the event Recipient is required to return EUP under Section 9.03 of the
Agreement, Recipient will provide EUP and cylinders from the original EUP Transfer described in this Attachment H, with the same certification
required for the transfer of Feed Material in section B.2(B), or other EUP of U.S.-origin that meets ASTM C996 -10 Standard Specification for
Uranium Hexafluoride Enriched to Less Than 5 % 235U contained in 30B cylinders that meet the specifications set forth in ANSI N14., and, as
applicable, 10 CFR 71.  Recipient shall provide DOE all records associated with inspection, storage, and management of the EUP, including
manufacturers’ records in Recipient’s possession and Nuclear Material Control and Accountability records for each cylinder and a statement of
quantities and properties of the EUP.

 H.  Transfer of Material by DOE Under Section 9.03 of the Agreement.  In the event DOE is required to transfer Material under Section 9.03 of the
Agreement, if the Material being transferred was originally transferred to DOE by Recipient either under the Agreement or under the March 2012
Agreement, DOE will provide Material and cylinders with the same certification required by USEC for transfer of Feed Material in section B.2(B).  If
the Material was not previously transferred to DOE by Recipient under the Agreement or under the March 2012 Agreement, the Feed Material will
meet ASTM C787 11 Standard Specification for Uranium Hexafluoride for Enrichment and the DUF6 will comply with the specifications found at
Attachment H.3 entitled “DUF6 and Cylinder Specifications.”  

B.3.           Warranties.

ALL EUP OR FEED MATERIAL TRANSFERRED OR DELIVERED PURSUANT TO THIS ATTACHMENT H OR SECTION 9.03 OF THE
AGREEMENT SHALL CONFORM TO THE REQURIEMENTS SET FORTH IN THIS ATTACHMENT H OR THE AGREEMENT.  THE PARTIES
WARRANT AND REPRESENT THAT ALL CYLINDERS CONTAINING EUP AND FEED MATIERAL TRANSFERRED PURSUANT TO THIS
ATTACHMENT H OR SECTION 9.03 OF THE AGREEMENT ARE COMPLIANT WITH THE SPECIFICATIONS AND STANDARDS IN THIS
ATTACHMENT OR THE AGREEMENT. THE PARTIES MAKE NO OTHER WARRANTY, EXPRESS OR IMPLIED, INCLUDING ANY
WARRANTY (A) OF MERCHANTABILITY; (B) OF FITNESS FOR ANY PARTICULAR PURPOSE; OR (C) THAT MATERIAL DELIVERED BY
EITHER PARTY WILL NOT RESULT IN INJURY OR DAMAGE WHEN USED FOR ANY PURPOSE.

B.4.           Nuclear Liability



A.  Nuclear Liability.  Indemnification Agreements under the Act.  DOE and USEC’s performance under this Agreement shall be deemed to be activities
under the GDP Lease and subject to Article X thereof.  Nothing contained in this Attachment H shall deprive DOE or USEC of any rights under the
GDP Lease or under indemnification agreements entered into pursuant to the Act.

B.  Scope of Protection.  The provisions of this Article and of the other Articles of this Agreement that provide for limitation or protection against
liability of a Party shall (a) also protect such Party’s agents, and, to the extent they are acting on behalf of such Party, such Party’s contractors,
subcontractors, suppliers and vendors of every tier; (b) apply to the full extent permitted by law and regardless of fault; and (c) survive termination
or suspension of this Agreement, as well as the fulfillment of the obligations of the Parties hereunder.

B.5           Export Restriction Notice.
 
The following Export Restriction Notice shall apply to the EUP Transfer:
 

The use, disposition, export and reexport of this property are subject to all applicable U.S. laws and regulations, including the Atomic Energy Act of
1954, as amended; the Arms Export Control Act (22 U.S.C. 2751 et seq.); the Export Administration Act of 1979 (560 U.S.C. Append 2401 et seq.);
Assistance to Foreign Atomic Energy Activities (10 CFR part 810); Export and Import of Nuclear Equipment and Material (10 CFR part 110);
International Traffic in Arms Regulations (22 CFR parts 120 et seq.); Export Administration Regulations (15 CFR part 730 et seq.); Foreign Assets
Control Regulations (31 CFR parts 500 et seq.); and the Espionage Act (37 U.S.C. 791 et seq,), which among other things prohibit:

 
a. The making of false statements and concealment of any material information regarding the use or disposition, export or reexport of the property;
and

 
b. Any use or disposition, export or reexport of the property which is not authorized in accordance with the provisions of this agreement.

Section C – Additional Contract Clauses

C.1. Changes.

Changes in the terms and conditions of this Attachment H, Attachment H.1, Attachment H.2, and Attachment H.3 may be made only by written agreement of
the parties.

Section D – Attachments

Attachment H.1.                           List of EUP Cylinders
Attachment H.2.                           Furnished Feed Material
Attachment H.3                           DUF6 and Cylinder Specifications
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Attachment H.1
 

List of EUP Cylinders
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2/8/2012 10:20:20 AM                                                                  USEC CODE 022 to DOE Code G22
Unit of

Measure
To Row Position  Container Gross

(lbs)
Tare
(lbs)

Net
(lbs)

Sample
Reference

Analysis
(gU/g)

Assay
(Wt %)

Uranium
(grams)

U235
(grams)

Material
Type

lbs 110 ROY 020  PP5195 ***** 4,474.00 ***** 045974 0.67581 ***** ***** ***** 022
lbs 110 ROY 080  PP5196 ***** 4,476.00 ***** 046128 0.67525 ***** ***** ***** 022

    2  ***** 8,950.00 *****   ***** ***** 
    2  ***** 8,950.00 *****   ***** ***** 

lbs 120 GW 097  PP5412 ***** 4,446.00 ***** 044863 0.67580 ***** ***** ***** 022
    1  ***** 4,446.00 *****   ***** ***** 

lbs 120 RPW 030  PP5455 ***** 4,442.00 ***** 045870 0.67542 ***** ***** ***** 022
lbs 120 RPW 098  PP5296 ***** 4,456.00 ***** 046193 0.67592 ***** ***** ***** 022

    2  ***** 8,898.00 *****   ***** ***** 
lbs 120 SAM 005  PP5297 ***** 4,470.00 ***** 046164 0.67583 ***** ***** ***** 022
lbs 120 SAM 081  PP5454 ***** 4,428.00 ***** 046133 0.67580 ***** ***** ***** 022
lbs 120 SAM 088  PP5202 ***** 4,473.00 ***** 046315 0.67586 ***** ***** ***** 022

    3  ***** 13,371.00 *****   ***** ***** 
    6  ***** 26,715.00 *****   ***** ***** 
  Grand Total: 8  ***** 35,665.00 *****   ***** ***** 

 
USEC Business Proprietary Information

Use or disclosure of data contained on this sheet is subject to the restriction on the title page of this proposal.
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Attachment H.2
 

Furnished Feed Material
 

 
 



 

     Ending Inventory for Material Type M03 of 408.824 MTU            12/1/2011 to 2/1/2012  Run # 1

Station
Code

Unit of
Measure

Account Row POS Container Sample
Reference

Gross
(lbs)

Tare
(lbs)

Net
(lbs)

Analysis
(gU/g)

Assay (Wt
%)

Uranium
(grams)

U235
(grams)

Material
Type

B lbs 161 QQ 008 164335 449126 28,087 2,590 25,497 0.67591 0.7112 7,817,000 56,000 M03
B lbs 161 QQ 009 164278 449126 28,062 2,545 25,517 0.67591 0.7112 7,823,000 56,000 M03
B lbs 161 QQ 011 164200 449126 28,081 2,591 25,490 0.67591 0.7112 7,815,000 56,000 M03
B lbs 161 QQ 012 164380 449126 28,010 2,535 25,475 0.67591 0.7112 7,810,000 56,000 M03
B lbs 161 QQ 013 164340 449126 28,063 2,573 25,490 0.67591 0.7112 7,815,000 56,000 M03
B lbs 161 QQ 014 164334 449126 28,049 2,543 25,506 0.67591 0.7112 7,820,000 56,000 M03
B lbs 161 QQ 015 164336 449126 28,060 2,578 25,482 0.67591 0.7112 7,812,000 56,000 M03
B lbs 161 QQ 016 164774 449126 28,027 2,572 25,455 0.67591 0.7112 7,804,000 56,000 M03
B lbs 161 QQ 017 164189 449126 27,940 2,531 25,409 0.67591 0.7112 7,790,000 55,000 M03
B lbs 161 QQ 018 164370 449126 28,060 2,549 25,511 0.67591 0.7112 7,821,000 56,000 M03
B lbs 161 QQ 019 164333 449126 28,072 2,538 25,534 0.67591 0.7112 7,828,000 56,000 M03
B lbs 161 QQ 020 164372 449126 27,995 2,535 25,460 0.67591 0.7112 7,806,000 56,000 M03
B lbs 161 QQ 021 164765 449126 28,034 2,597 25,437 0.67591 0.7112 7,799,000 55,000 M03
B lbs 161 QQ 022 164214 449126 27,989 2,553 25,436 0.67591 0.7112 7,798,000 55,000 M03
B lbs 161 QQ 023 164360 449126 28,108 2,567 25,541 0.67591 0.7112 7,831,000 56,000 M03
B lbs 161 QQ 024 165032 449127 24,859 2,564 22,295 0.67592 0.7112 6,835,000 49,000 M03
B lbs 161 QQ 025 165039 449127 24,915 2,557 22,358 0.67592 0.7112 6,855,000 49,000 M03
B lbs 161 QQ 026 165113 449127 24,934 2,623 22,311 0.67592 0.7112 6,840,000 49,000 M03
B lbs 161 QQ 027 165037 449127 24,941 2,572 22,369 0.67592 0.7112 6,858,000 49,000 M03
B lbs 161 QQ 028 164846 449126 28,085 2,571 25,514 0.67591 0.7112 7,822,000 56,000 M03
B lbs 161 QQ 029 164847 449126 28,069 2,605 25,464 0.67591 0.7112 7,807,000 56,000 M03
B lbs 161 QQ 030 164419 449126 28,032 2,598 25,434 0.67591 0.7112 7,798,000 55,000 M03
B lbs 161 QQ 031 164842 449126 28,001 2,549 25,452 0.67591 0.7112 7,803,000 55,000 M03
B lbs 161 QQ 032 164435 449126 28,007 2,564 25,443 0.67591 0.7112 7,800,000 55,000 M03
B lbs 161 QQ 033 164415 449126 28,009 2,551 25,458 0.67591 0.7112 7,805,000 56,000 M03
B lbs 161 QQ 034 164958 449126 27,999 2,564 25,435 0.67591 0.7112 7,798,000 55,000 M03
B lbs 161 QQ 035 164946 449126 28,013 2,568 25,445 0.67591 0.7112 7,801,000 55,000 M03
B lbs 161 QQ 036 164739 449126 24,906 2,558 22,348 0.67592 0.7112 6,852,000 49,000 M03
B lbs 161 QQ 037 165085 449126 24,964 2,542 22,422 0.67592 0.7112 6,874,000 49,000 M03
B lbs 161 QQ 038/ 165109 449126 24,978 2,600 22,378 0.67592 0.7112 6,861,000 49,000 M03
B lbs 161 QQ 039 164483 449126 24,930 2,522 22,408 0.67592 0.7112 6,870,000 49,000 M03
B lbs 161 QQ 040 164156 449126 24,905 2,551 22,354 0.67592 0.7112 6,854,000 49,000 M03
B lbs 161 QQ 041 165135 449126 25,003 2,559 22,444 0.67592 0.7112 6,881,000 49,000 M03
B lbs 161 QQ 042 165034 449126 24,916 2,558 22,358 0.67592 0.7112 6,855,000 49,000 M03
B lbs 161 QQ 043 165111 449126 24,930 2,628 22,302 0.67592 0.7112 6,838,000 49,000 M03
B lbs 161 QQ 044 164392 449126 24,950 2,553 22,397 0.67592 0.7112 6,867,000 49,000 M03
B lbs 161 QQ 045 161059 449126 24,923 2,528 22,395 0.67592 0.7112 6,866,000 49,000 M03
B lbs 161 QQ 046 164394 449126 24,919 2,540 22,379 0.67592 0.7112 6,861,000 49,000 M03
B lbs 161 QQ 047 164412 449126 24,982 2,555 22,427 0.67592 0.7112 6,876,000 49,000 M03
B lbs 161 QQ 048 164841 449126 24,941 2,553 22,388 0.67592 0.7112 6,864,000 49,000 M03
B lbs 161 QQ 049 164300 449126 24,984 2,511 22,473 0.67592 0.7112 6,890,000 49,000 M03
B lbs 161 QQ 050 164854 449126 24,913 2,560 22,353 0.67592 0.7112 6,853,000 49,000 M03
B lbs 161 QQ 051 164387 449126 24,952 2,538 22,414 0.67592 0.7112 6,872,000 49,000 M03
B lbs 161 QQ 052 165038 449126 27,976 2,549 25,427 0.67591 0.7112 7,796,000 55,000 M03
B lbs 161 QQ 053 164339 449126 24,953 2,575 22,378 0.67592 0.7112 6,861,000 49,000 M03
B lbs 161 QQ 054 164945 449126 28,048 2,568 25,480 0.67591 0.7112 7,812,000 56,000 M03
B lbs 161 QQ 055 164843 449126 27,987 2,563 25,424 0.67591 0.7112 7,795,000 55,000 M03
B lbs 161 QQ 056 164383 449126 24,920 2,605 22,315 0.67592 0.7112 6,842,000 49,000 M03
B lbs 161 QQ 057 164999 449126 28,042 2,571 25,471 0.67591 0.7112 7,809,000 56,000 M03
B lbs 161 QQ 059 131812 167601 29,375 2,594 26,781 0.67601 0.7110 8,212,000 58,000 M03
B lbs 161 QQ 062 129917 167608 27,813 2,656 25,157 0.67608 0.7110 7,715,000 55,000 M03
B lbs 161 QQ 063 130645 167610 26,930 2,649 24,281 0.67610 0.7110 7,446,000 53,000 M03
B lbs 161 QQ 081 129406 167609 27,815 2,651 25,164 0.67609 0.7110 7,717,000 55,000 M03
B lbs 161 QQ 098 129934 167608 27,903 2,621 25,282 0.67608 0.7110 7,753,000 55,000 M03
B lbs 161 QQ 111 130644 167603 29,440 2,630 26,810 0.67603 0.7110 8,221,000 58,000 M03

Totals:  55 Containers     1,474,799 141,371 1,333,428  408,824,000 2,914,000 
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DUF6 and Cylinder Specifications
 

 
 



 

 
DUF6 AND CYLINDER SPECIFICATIONS

 
Depleted Uranium Hexafluoride (DUF6) Specifications
 
Depleted Uranium <707 U325 assay.  Meets ANSI standards.  No heeled or partially filled cylinder.  Tc99 and or transuranics shall be at or below the
detectable limits based on analytical data or process knowledge.  Not overfilled or hyperfilled cylinders.  Overfilled weight limit—based on 100% of the
USEC 651, Rev 9 tails limit at 235 Degrees F and 3% ullage using the certified volume for each cylinder.  Hyperfilled weight limit—based on 105.5% of
ANSI N-14.1 overfilled limit.
 
Cylinder Specifications
 
Physical Characteristics:  The cylinder characteristics meet the requirements of ANSI N-14.1.  No cylinders known to contain PCB paints.  No build up of
rust in skirted cylinders (tightly adhering rust only).  Properly installed plug (# threads marked on head of plug, with at least one thread showing and 5
threads engaged).  Skirt not bent.  Stiffening rings not bent and not separated from the cylinder shell.  No visible signs of leaking valves.  No visible
contamination on cylinder or valve.  No bent lifting lugs.  Cap installed on valve port.  No patched cylinders.  All valves include installed packing
nuts.  Cylinders meet DOT standards as applicable.  No cylinders smaller than 30 inch cylinders.
 
Valve Packing Nuts:  No suspect or counterfeit items as described in USEC-651, Rev. 9.  The following valve packing nuts are unacceptable:  Descote (heat
#R-91); Hunt (stamped 636); Hunt (Heat Codes, FB, AFC, AFD, AFM, ATE, AXN, ACP, BXN, BXP, CCF or CCG UNLESS they have a circled “PT” or
“dagger” symbol).
 
Valves:  Fully operable valve at the time of cylinder fill.  No suspect or counterfeit items as described in USEC-651, Rev. 9.  The following valves are
unacceptable:  Descote valves marked with “No 1000 M14-1-51”; Hunt valves; Superior valves model 11246 showing a raised “8” on the side; Rego valves
model 11246 showing an “LH” without having a “3” stamp; Superior valves (Heat 17-22).
 



 
EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

 
I, John K. Welch, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q 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(s) 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(s) 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.
 

May 7, 2013 /s/ John K. Welch                               
 John K. Welch
 President and Chief Executive Officer



 
EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

 
I, John C. Barpoulis, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q 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(s) 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(s) 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.
 

May 7, 2013 /s/ John C. Barpoulis                                          
 John C. Barpoulis
 Senior Vice President and Chief Financial Officer



 
EXHIBIT 32.1

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 quarterly report on Form 10-Q of USEC Inc. for the quarter ended March 31, 2013, as filed with the Securities and Exchange
Commission on the date hereof (the “Report”), pursuant to 18 U.S.C. § 1350, John K. Welch, President and Chief Executive Officer, and John C. Barpoulis,
Senior Vice President and Chief Financial Officer, each hereby certifies, that, to 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.

May 7, 2013 /s/ John K. Welch                               
 John K. Welch
 President and Chief Executive Officer

May 7, 2013 /s/ John C. Barpoulis                                           
 John C. Barpoulis
 Senior Vice President and Chief Financial Officer
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