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ITEM 1. BUSINESS

This Annual Report on Form 10-K (the "Report") @ins statements which constitute "forward-lookitaements" within the meaning of the
Private Securities Litigation Reform Act of 19951€Be statements appear in a number of placessiRéport (see, for example, Item 1.
"Business - Strategic Initiatives," " - Businesse@giions," " - Competition," " - Research and Depehent," " - Environmental Matters," and
" - Factors Affecting Future Performance,” Itenfl3egal Proceedings,” and Item 7. "Management'siBision and Analysis of Financial
Condition and Results of Operations"). Such stateémean be identified by the use of forward-lookiegminology such as "believes,"
"expects,” "may," "estimates," "will," "should," Igms" or "anticipates" or the negative thereof threo variations thereon or comparable
terminology, or by discussions of strategy. Readezscautioned that any such forward-looking statasare not guarantees of future
performance and involve significant risks and utaaties, and that actual results may vary matgrfedm those in the forward-looking
statements as a result of various factors. Thederfainclude the effectiveness of managementsegfies and decisions, general econc



and business conditions, developments in technologyy or modified statutory or regulatory requirense and changing prices and market
conditions. This Report and the financial portidrite Company's 1998 Annual Report to Shareholfszrs Items 6 through 8 of this Report)
identify other factors that could cause such diffees. No assurance can be given that these afetladl factors that could cause actual re:
to vary materially from the forward- looking statents.

General

Kaiser Aluminum Corporation (the "Company"), a Dredaie corporation organized in 1987, is a subsididiyIAXXAM Inc. ("MAXXAM").
MAXXAM and one of its wholly-owned subsidiaries &t@er own approximately 63% of the Company's ComBimck, with the remaining
approximately 37% publicly held. The Company, tlgloits subsidiary, Kaiser Aluminum & Chemical Corgibion ("KACC"), operates in all
principal aspects of the aluminum industry - thaimg of bauxite, the refining of bauxite into aluraj the production of primary aluminum
from alumina, and the manufacture of fabricatedl@iding semi-fabricated) aluminum products. In &ddito the production utilized by
KACC in its operations, KACC sells significant anmbsi of alumina and primary aluminum in domestic amdrnational markets. In 1998,
KACC produced approximately 2,964,000 tons* of alam of which approximately 76% was sold to thiadtges, and produced
approximately 387,000 tons of primary aluminumywiich approximately 68% was sold to third partl€ACC is also a major domestic
supplier of fabricated aluminum products. In 1998 CC shipped approximately 405,000 tons of fabedadluminum products to third
parties, which accounted for approximately 5% tdltbnited States domestic shipments.

The Company's operations are conducted through K&Basiness units. The following table sets foothltshipments and intersegment
transfers of KACC's alumina, primary aluminum, daldricated aluminum operations:

* All references to tons in this Report refer totrieetons of 2,204.6 pounds.

Year Ended December 31,

1998 1997 1996
(in thousands of tons)
ALUMINA:
Shipments to Third Parties 2,250.0 1,929.8 2,073.7

Intersegment Transfers 750.7 968.0 912.4

3,000.7 2,897.8 2,986.1

PRIMARY ALUMINUM:

Shipments to Third Parties 263.2 327.9 355.6
Intersegment Transfers 162.8 164.2 128.3
426.0 492.1 483.9

FLAT-ROLLED PRODUCTS: 235.6 247.9 204.8
ENGINEERED PRODUCTS: 169.4 152.1 122.3

Note 11 of Notes to Consolidated Financial Statemtmncontained
in the Company's 1998 Annual Report to Shareholdkes"Annual Report") is incorporated herein bference.

Labor Matters

Substantially all of KACC's hourly workforce at t@amercy, Louisiana, alumina refinery, Mead andohaa, Washington, aluminum
smelters, Trentwood, Washington, rolling mill, addwark, Ohio, extrusion facility were covered bgnaster labor agreement with the Uni
Steelworkers of America (the "USWA") which expired September 30, 1998. The parties did not reaggeeement prior to the expiration
of the master agreement and the USWA chose teestriklanuary 1999 KACC declined an offer by thaNi/Sto have the striking workers
return to work at the five plants without a newesgment. KACC imposed a lock-out to support its barigg position and continues to
operate the plants with salaried employees and ethekers as it has since the strike began. Basesperating results to date, the Company
believes that a significant business interruptidlhrmot occur.

As a result of the USWA strike, KACC temporarilyrailed three out of a total of eleven potlinegsiMead and Tacoma, Washington,
aluminum smelters at September 30, 1998. The &eoitpbtlines represent approximately 70,000 torenofual production capacity out of a
total combined production capacity of 273,000 tpesyear at the facilities. In February 1999, KAB&yan restarting the two curtailed
potlines at its Mead smelter representing approtetn®0,000 tons of the previously idle capacitA®C has also announced that it has
completed preparations to restart 20,000 tonslefadpacity at its Tacoma smelter. However, thénignfor any restart of the Tacoma potline
has yet to be determined and will depend upon nhadeditions and other factors. Costs associatéi tve preparation and restart of the
potlines at the Mead and Tacoma facilities are etqukto adversely affect the Company's first quagsults.

While the Company initially experienced an advestsixe-related impact on its profitability in theurth quarter of 1998, the Company
currently believes that KACC's operations at tHeaéd facilities have been substantially stabiliaed will be able to run at, or near, {



capacity, and that the incremental costs assocvaitbcbperating the affected plants during the dispvere eliminated or substantially
reduced as of January 1999 (excluding the impddtsearestart costs discussed above and the effesarket factors such as the continued
market-related curtailment at the Tacoma smelkésjvever, no assurances can be given that KACQsteffo run the plants on a sustained
basis, without a significant business interrupttommaterial adverse impact on the Company's operagisults, will be successful.

See Note 1 of Notes to Consolidated Financial Btates "- Labor Related Costs," and Note 9 of NaigSonsolidated Financial Statements
"- Labor Matters" in the Annual Report.

Strategic Initiatives

KACC's strategic objectives include the improvemafthe earnings from its existing businessesyédeployment of its existing investment
in assets that are not strategically essentiabmtirued profit growth; the addition of assetsttogrowth businesses; and the improvement of
its financial structure.

In 1996, the Company set a goal of achieving $120lon of pre-tax cost reductions and other profiprovements, independent of metal
price changes, with the full effect planned to éalized in 1998 and beyond, measured against E3@fts. The Company believes that
KACC's operations had achieved the run rate nepessaneet this objective prior to the end of thied quarter of 1998, when the impact of
such items as smelter operating levels, the USWiResand foreign currency changes are excluded ftmranalysis. Further, the Company
believes that KACC has implemented the steps tiihallow it to sustain the stated goal over thadderm. The Company remains commi
to sustaining the full $120.0 million improvemenideto generating additional profit improvementsLture years; however, no assurances
be given that the Company will be successful ia tegard. See "Management's Discussion and Analfsisancial Condition and Results
Operations - Labor Matters, - Strategic Initiativasd - Valco Operating Level", and Note 1 of Ndte€onsolidated Financial Statements "-
Labor Related Costs" in the Annual Report.

In addition to working to improve the performanddl® Company's existing assets, the Company hastel® significant efforts analyzing its
existing asset portfolio with the intent of focugiits efforts and capital in sectors of the indysfiat are considered most attractive, and in
which the Company believes it is well positioneaépture value. The initial steps of this processiited in the June 1997 acquisition of the
Bellwood extrusion facility, the May 1997 formatioh AKW L.P. ("AKW"), a joint venture that designsianufactures and sells heavy duty
aluminum wheels, the rationalization of certairited Company's engineered products operations fJen@ampany's investment to expand its
capacity for heat treat flat-rolled products aflitentwood, Washington, rolling mill. The restrudhg activities resulted in the Company
recording a net pre-tax charge of $19.7 milliodume 1997. See Notes 3 and 4 of Notes to Consefiddhancial Statements in the Annual
Report.

The portfolio analysis process also resulted inGbenpany's fourth quarter 1998 decision to sedkagegjic partner for further development
and deployment of KACC's Micromill(TM) technologyhile technological progress has been good, manageconcluded that additional
time and investment would be required for succ&sgen the Company's other strategic priorities,Gloenpany believes that introducing
added commercial and financial resources is theogpiate course of action for capturing the maxinlong term value. This change in
strategic course required a different accountiagtinent, and the Company correspondingly recordetba® million impairment charge to
reduce the carrying value of the Micromill assetapproximately $25.0 million. See Note 3 of Nde€onsolidated Financial Statements in
the Annual Report.

Another area of emphasis has been a continuingsfonunanaging the Company's legacy liabilities. €leenent of this process has been
actively pursuing claims in respect of insuranceetage for certain incurred and future environmiecdats. During the fourth quarter of
1998, KACC received recoveries totaling approxiya$35.0 million related to current and future ofai against certain of its insurers.
Recoveries of $12.0 million were deemed to be alite to previously accrued (expensed) items ane wedftected in earnings during the
fourth quarter of 1998. The remaining recoveriesensdfset against increases in the total amouenefronmental reserves. No assurance:
be given that the Company will be successful ireoditempts to recover incurred or future costsifother insurers or that the amount of any
recoveries received will ultimately be adequatedweer costs incurred. See Note 9 of Notes to Cadesteld Financial Statements in the Ani
Report.

In early 1999, the Company's program to focusfftats and capital in sectors of the industry whicbonsiders to be the most attractive, and
in which the Company believes it is well positiorteccapture value, has resulted in an agreemesgltone joint venture interest and a
separate agreement to purchase another. In Jab@@®@y KACC signed a letter of intent to sell it9®hterest in AKW to its joint venture
partner. The transaction, which would result in@wmpany recognizing a substantial gain, is culyexpected to close on or about March
31, 1999. However, as the transaction is subjecetmtiation of a definitive purchase agreemenassurances can be given that this
transaction will be consummated. Also, in Februe399, KACC completed the acquisition of the remaind5% interest in Kaiser LaRoche
Hydrate Partners, an alumina marketing venturen fits joint venture partner for a cash purchaseepoi approximately $10.0 million. See
Note 12 of Notes to Consolidated Financial Statamgnthe Annual Report. Additional portfolio ansily and initiatives are continuin

Sensitivity to Prices and Hedging Programs

The Company's operating results are sensitiveao@bs in the prices of alumina, primary aluminung fabricated aluminum products, and
also depend to a significant degree upon the volamgemix of all products sold and on KACC's hedgirgtegies. Primary aluminum prices
have historically been subject to significant cgalifluctuations. Alumina prices, as well as fabtéd aluminum product prices (which vary
considerably among products), are significantjuiefced by changes in the price of primary alumirand generally lag behind prime



aluminum prices. From time to time in the ordinaoyrse of business KACC enters into hedging traisecto provide price risk
management in respect of its net exposure resutimg (i) anticipated sales of alumina, primaryraloum, and fabricated aluminum
products, less (ii) expected purchases of certamg, such as aluminum scrap, rolling ingot, andkibe, whose prices fluctuate with the price
of primary aluminum. Forward sales contracts asslusy KACC to lock-in or fix the effective priceahKACC will receive for its sales.
KACC also uses option contracts (i) to establishisimum price for its product sales,

(i) to establish a "collar" or range of prices ft&r anticipated sales, and/or (iii) to permit KA@Lrealize possible upside price movements.
See "Management's Discussion and Analysis of Finh@ondition and Results of Operations - Markdéted Factors" and Note 1 -
"Derivative Financial Instruments" and Note 10 afték to Consolidated Financial Statements in theuAhReport.

Business Operations
KACC conducts its business through four main bussneits, each of which is discussed below.
- Alumina Business Unit

The following table lists KACC's bauxite mining aallimina refining facilities as of December 31, 899

Annual
Production Tota |
Capacity Annua |
Company  Available to Productio n
Activity Facility Location Ownership the Company Capacit y
(tons) (tons )
Bauxite Mining KJBC(1) Jamaica 49.0% 4,500,000 4,500,00 0
Alpart(2) Jamaica 65.0% 2,275,000 3,500,00 0
6,775,000 8,000,00 0
Alumina Refining  Gramercy Louisiana 100.0% 1,050,000 1,050,00 0
Alpart Jamaica 65.0% 942,500 1,450,00 0
QAL Australia 28.3% 1,032,950 3,650,00 0
3,025,450 6,150,00 0

(1) Although KACC owns 49% of Kaiser Jamaica Bag@ompany ("KJBC"), it has the right to receiveddlKJBC's output.
(2) Alumina Partners of Jamaica ("Alpart") bawigeefined into alumina at the Alpart refinery.

KACC's principal customers for bauxite and alumioasist of other aluminum producers that purchaseite and smelter-grade alumina,
trading intermediaries who resell raw materialend-users, and users of chemical-grade aluminaCbingpany believes that among alumina
producers KACC is the world's second largest seflemeltergrade alumina to third parties. KACC's strategipisell a substantial portion
the alumina available to it in excess of its intdsmelting requirements under multi-year salegragts with prices linked to the price of
primary aluminum. See "- Competition" and "- Semgit to Prices and Hedging Programs" in this Repor

Bauxite mined in Jamaica by KJBC is refined intanaina at KACC's plant at Gramercy, Louisiana, asdkl to third parties. In 1979, the
Government of Jamaica granted KACC a mining leas¢hie mining of bauxite sufficient to supply KAGQhen-existing Louisiana alumina
refineries at their annual capacities of 1,656 @0 per year until January 31, 2020. Alumina ftbe Gramercy plant is sold to third parties.
The Gramercy, Louisiana, refinery is one of the fillACC plants which is subject to the continuingWs dispute. See "-Labor Matters" in
this Report, and "Management's Discussion and Amalyf Financial Condition and Results of Operatiehabor Matters" in the Annual
Report.

In February 1999 KACC, through a subsidiary, pusethits partner's 45% interest in Kaiser LaRocherétg Partners, a partnership which
markets chemical-grade alumina manufactured by K&A@EZamercy facility. These products are sold @teamium price over smelter-grade
alumina, and this acquisition will permit KACC tgpand its market position in this business in Nétherica. See "Management's
Discussion and Analysis of Financial Condition &websults of Operations - Strategic Initiatives"hie tAnnual Report.

Alpart holds bauxite reserves and owns a 1,450t00@er year alumina plant located in Jamaica. KA®Q@s a 65% interest in Alpart, and
Hydro Aluminium Jamaica a.s ("Hydro") owns the rémvag 35% interest. KACC has management respoiigilidr the facility on a fee
basis. KACC and Hydro have agreed to be respon&iblbeir proportionate shares of Alpart's costd axpenses. The Government of
Jamaica has granted Alpart a mining lease andritaseel into other agreements with Alpart desigoealssure that sufficient reserves of
bauxite will be available to Alpart to operateriginery, as it may be expanded up to a capaciB;@d0,000 tons per year, through the year
2024.



In 1999, Alpart and JAMALCO, a joint venture betwesfiliates of Alcoa Inc. and the government aindéca, reached an agreement to form
a joint venture bauxite mining operation to cordale their bauxite mining operations in Jamaic#h wie objective of optimizing mining
operating and capital costs. The transaction igestlo various conditions. Subject to satisfactibthose conditions, the joint venture is
expected to commence operations during the secalfidfl999.

KACC owns a 28.3% interest in Queensland Alumimaited ("QAL"), which owns the largest and one af thost competitive alumina
refineries in the world, located in Queensland,thalm. QAL refines bauxite into alumina, essemjialn a cost basis, for the account of its
stockholders under long-term tolling contracts. $texkholders, including KACC, purchase bauxiterfranother QAL stockholder under
long-term supply contracts. KACC has contractedn\@AL to take approximately 792,000 tons per ydarapacity or pay standby charges.
KACC is unconditionally obligated to pay amountfcatated to service its share ($97.6 million at 8&mber 31, 1998) of certain debt of Q.
as well as other QAL costs and expenses, includénite shipping costs.

KACC sold alumina in 1998 to approximately 20 cuséos, the largest and top five of which accountedapproximately 19% and 67% of
such sales, respectively. All of KACC's third-pasbles of bauxite in 1998 were made to one custontech represents approximately 6% of
total bauxite and alumina third party revenues.

- Primary Aluminum Business Unit

The following table lists KACC's primary aluminummeslting facilities as of December 31, 1998:

Annual Rated Total 199 8
Capacity Annual Averag e
Com pany Available to Rated Operatin g
Location Facility Owner ship  the Company Capacity Rat e
Domestic
Washington Mead 100% 200,000 200,000 103% (1 )
Washington Tacoma 100% 73,000 73,000 94%
Subtotal 273,000 273,000
International
Ghana Valco 90% 180,000 200,000 25%
Wales, United
Kingdom Anglesey 49% 66,150 135,000 100%
Subtotal 246,150 335,000
Total 519,150 608,000

(1) In recent years the Mead smelter has consligteperated at an annual rate in excess of itglrea@acity of 200,000 tons. As a result of
strike-related partial curtailment of the Mead smelthe 1998 average operating rate declined frahof a year ago but remained above
100% of rated capacity.

KACC's principal primary aluminum customers consistarge trading intermediaries and metal brokerd.998, KACC sold its primary
aluminum production not utilized for internal puges to approximately 42 customers, the largest@mélve of which accounted for
approximately 30% and 58% of such sales, respdgti8ee "- Competition" in this Report. Marketingdesales efforts are conducted by
personnel located in Pleasanton, California; Haust@xas; and Tacoma and Spokane, Washington. Arityapf the business unit's sales are
based upon long-term relationships with metal memthand end-users.

KACC has developed and installed proprietary réteofd control technology in all of its smelters,vaell as at third party locations. This
technology - which includes the redesign of théagdés, anodes and bus that conduct electricitytfireeduction cells, improved feed
systems that add alumina to the cells, computeipzedess control and energy management systems$yarade technology for baking of
anode carbon - has significantly contributed toéased and more efficient production of primaryvdahum and enhanced KACC's ability to
compete more effectively with the industry's nesmelters. KACC engages in efforts to license thihihology and sell technical and
managerial assistance to other producers worldvaicle may participate in joint ventures or similasimess partnerships which employ
KACC's technical and managerial knowledge. SeeseBech and Development" in this Report.

Domestic Smelters

The Mead facility uses pre-bake technology and peed primary aluminum. Approximately 64% of Med®88 production was used at
KACC's Trentwood, Washington, rolling mill, and thalance was sold to third parties. The Tacomditiacises Soderberg technology and
produces primary aluminum and high-grade, contisutast, redraw rod, which currently commands a prenprice in excess of the price of
primary aluminum. Both smelters have achieved fiarit production efficiencies through retrofit kewlogy and a variety of cost controls,
leading to increases in production volume and ecingrtheir ability to compete with newer smeltéfke Mead and Tacoma, Washingt



smelters are two of the five KACC plants which subject to the continuing USWA dispute. See "-Laldatters" in this Report.

KACC has modernized and expanded the carbon bdikingce at its Mead smelter at an estimated casppfoximately $55.3 million. The
project has improved the reliability of the carbimaking operations, increased productivity, enharsadety, and improved the environmental
performance of the facility. The first stage ofsthroject, the construction of a new $40.0 mill@n000 ton per year furnace, was completed
in 1997. The remaining modernization work was caeted in 1998 and early 1999. A portion of this pobjwas financed with the net
proceeds (approximately $18.6 million) of 7.6% 8dNaste Disposal Revenue Bonds due 2027 issue@inhiVL997 by the Industrial
Development Corporation of Spokane County, Wasbimgt

Foreign Smelters

KACC manages, and owns a 90% interest in, the \Alianinium Company Limited ("Valco") aluminum smettin Ghana. The Valco
smelter uses pre-bake technology and processesnalsnompplied by KACC and the other participant iptonary aluminum under tolling
contracts which provide for proportionate payménytshe participants. KACC's share of the primagnahum is sold to third parties.

During most of 1998, the Valco smelter operated omle of its five potlines, as compared to 1997emk alco operated four potlines. Eacl
Valco's potlines produces approximately 40,000 tfr@rimary aluminum per year. Valco received congagion (in the form of energy
credits to be utilized over the last half of 1998l @uring 1999) from the Volta River Authority ("VR) in lieu of the power necessary to run
two of the potlines that were curtailed during 1988e compensation substantially mitigated therfaia impact of the curtailment of such
lines. Valco did not receive any compensation ftbemVRA for one additional potline which was culdiin January 1998. Based on Valco's
proposed 1999 power allocation from the VRA, Vabes announced that it expects to operate threg dingng 1999. The decision to operate
at that level was based on the power allocation\thico has received from the VRA as well as coaisition of market and other factors.
Valco has notified the VRA that it believes it i@ contractual rights at the beginning of 1998ufiicient energy to run four and one-half
potlines for the balance of the year. Valco corgmto seek compensation from the VRA with respetiié January 1998 reduction of its
power allocation. Valco and the VRA also are intoanng discussions concerning other matters, iialg steps that might be taken to red
the likelihood of power curtailments in the futulNop assurances can be given as to the successsef discussions.

KACC owns a 49% interest in the Anglesey Aluminiuimited ("Anglesey") aluminum smelter and port fégiat Holyhead, Wales. The
Anglesey smelter uses pre-bake technology. KAC®Igegp49% of Anglesey's alumina requirements ardhmses 49% of Anglesey's
aluminum output. KACC sells its share of Angleseyfput to third parties.

Electric Power

Electric power represents an important productiost for KACC at its aluminum smelters. For a disoos of this subject, see "Factors
Affecting Future Performance - Electric Power"liistReport.

- Flat-Rolled Products Business Unit

The flat-rolled products business unit operatesTiteamtwood, Washington, rolling mill. The Trentwofatility accounted for approximately
58% of KACC's 1998 fabricated aluminum productpsténts. The business unit supplies the aerospakgeaeral engineering markets
(producing heat treat sheet and plate products)péiverage container market (producing body, hid,tab stock), and the specialty coil
markets (producing automotive brazing sheet, wiaewel,tread products), both directly and througlrithistors. The Trentwood facility is one
of the five KACC plants which is subject to the ioning USWA dispute. See "- Employees and Labott&ta" in this Report, and
"Management's Discussion and Analysis of Finarn€@idition and Results of Operations - Labor Matterghe Annual Report.

KACC continues to enhance the process and prodixabiits Trentwood rolling mill in an effort to nxémize its profitability and maintain
full utilization of the facility. In 1998, KACC cdinued to implement a plan to improve the reliapiind to expand the annual production
capacity of heat treat flat-rolled products at Tmentwood facility by approximately one-third oVE396 levels. Approximately $8.0 million
remains to be spent to implement the plan. Globlaissof KACC's heat treat products are made priynarithe aerospace and general
engineering markets, and remained strong in tise Hilf of 1998 after record shipments in 1997; dedfor such products softened in the
second half of 1998. In 1998, the business unfipd products to approximately 141 customers iragdrespace, transportation, and indus
("ATI") markets, most of which were distributors wkell to a variety of industrial end-users. The fise customers in the ATI markets for
flat-rolled products accounted for approximately48f the business unit's revenue.

KACC's flat-rolled products are also sold to begeraontainer manufacturers located in the westaitetd States and in the Asian Pacific
Rim countries where the Trentwood plant's locapiopvides KACC with a transportation advantage. @ualf products for the beverage
container industry, service, and timeliness ofudly are the primary bases on which KACC compd€@<CC is one of the highest quality
producers of aluminum beverage can stock in thédwbr 1998, the business unit had approximately@hestic and foreign can stock
customers, supplying approximately 41 can plantddmade. The largest and top five of such custonamounted for approximately 12% i
35%, respectively, of the business unit's reveBege."- Competition" in this Report. The marketitaffsfor the business unit is located at the
Trentwood facility and in Pleasanton, Californialés are made directly to end- use customers atdbditors from four sales offices in the
United States, from a sales office in England, lanéhdependent sales agents in Asia and Latin Asaeri

The Micromill facility was constructed near Reneevdda, in 1996 as a demonstration and productilityaMicromill technology is base



on a proprietary thin-strip, high-speed, continubak casting technique linked directly to hot amdd rolling mills. KACC is continuing its
efforts to implement the Micromill technology oriidl-scale basis. However, the Micromill technoldggs not yet been fully implemented or
commercialized, and there can be no assurancé thitltbe successfully implemented and commereigdi for use at full-scale facilities.
KACC has decided to seek a strategic partner fithén development and deployment of the Micronaititnology. See "Management's
Discussion and Analysis of Financial Condition &®bults of Operations - Strategic Initiatives" &ate 3 of Notes to Consolidated
Financial Statements in the Annual Report.

- Engineered Products Business Unit

The engineered products business unit operatesiéojtand hard-alloy extrusion facilities and emegred component (forgings) facilities in
the United States and Canada. Major markets fouéatl products are in the transportation industryvhich the business unit provides
extruded shapes for automobiles, trucks, trailsabs, and shipping containers, and in the disiohutiurable goods, defense, building and
construction, ordnance and electrical markets.Atrginess unit supplies forged parts to customettseimutomotive, commercial vehicle and
ordnance markets. The high strength-to-weight pt@seof forged aluminum make it particularly wslkited for automotive applications. T
business unit maintains its headquarters and a aalkengineering office in Southfield, Michigarigh works with automobile makers and
other customers and plant personnel to create neamative component designs and to improve exigtinglucts.

Soft-alloy extrusion facilities are located in Los Anggl California; Sherman, Texas; Richmond, Virgiaiag London, Ontario, Canada. E
of the soft-alloy extrusion facilities has fabricat capabilities and provides finishing serviceke Richmond, Virginia, facility was acquired
in mid-1997 and increased KACC's extruded prodcafmcity and enhanced its existing extrusion bsgsindee to that facility's ability to
manufacture seamless tubing and large circle sizagons and to serve the distribution and growadsportation industries. Hard-alloy rod
and bar extrusion facilities are located in New&HRjo, and Jackson, Tennessee, and produce screlimaatock, redraw rod, forging stock,
and billet. The Newark facility is one of the fitdACC plants which is subject to the continuing USWi&pute. See "- Labor Matters" in this
Report, and "Management's Discussion and Analyfdignancial Condition and Results of Operationsabbr Matters" in the Annual Report.
A facility located in Richland, Washington, prodaceamless tubing in both hard and soft alloysh®rautomotive, other transportation,
export, recreation, agriculture, and other indastmarkets. The business unit also operates adiathootection business located in Tulsa,
Oklahoma, that extrudes both aluminum and magnesiina business unit operates forging facilitie®ahard, California, and Greenwood,
South Carolina, and a machine shop at GreenwoadhSzarolina. KACC has entered into an agreemesélidats casting operations in
Canton, Ohio.

In 1997 KACC and Accuride Corporation formed AKWPLto design, manufacture and sell heavy-duty alumitruck wheels. In January
1999, KACC signed a letter of intent to sell it9shterest in AKW to its partner, which would resinl the Company recognizing a
substantial gain. The Company expects the tramsatdiclose on or about March 31, 1999; howevethadransaction is subject to certain
conditions, no assurances can be given that theaction will be consummated. See "ManagementsuBsion and Analysis of Financial
Condition and Results of Operations - Strategitidtives" and Note 12 of Notes to Consolidated Raial Statements in the Annual Report.

In 1998, the engineered products business uniaibptbximately 445 customers, the largest and t@df which accounted for approximat
5% and 18%, respectively, of the business uni¥emee. See "- Competition" in this Report. Salesraade directly from plants, as well as
marketing locations elsewhere in the United States.

Competition

KACC competes with both domestic and foreign pradsof bauxite, alumina and primary aluminum, aritth domestic and foreign
fabricators. Many of KACC's competitors have greéiteancial resources than KACC. Primary aluminumd,@o some degree, alumina are
commodities with generally standard qualities, enchpetition in the sale of these commaodities isbgwimarily upon price, quality and
availability. Aluminum competes in many marketshnsteel, copper, glass, plastic, and other masetialthe United States, beverage
container materials, including aluminum, face ilased competition from plastics as increased pojjetie terephthalate ("PET") container
capacity is brought on line by plastics manufacair€k ACC competes with numerous domestic and iatignal fabricators in the sale of
fabricated aluminum products. KACC manufactures miagkets fabricated aluminum products for the fpanstion, packaging, construction,
and consumer durables markets in the United Statgésbroad. Sales in these markets are made diaeatithrough distributors to a large
number of customers. Competition in the sale ofi€aibed products is based upon quality, availabiptrice and service, including delivery
performance. KACC concentrates its fabricating apens on selected products in which it has pradoatxpertise, high-quality capability,
and geographic and other competitive advantages Cimpany believes that, assuming the currenioakdtip between worldwide supply
and demand for alumina and primary aluminum do¢<sn@nge materially, the loss of any one of KAGtistomers, including
intermediaries, would not have a material adveffezteon the Company's financial condition or réswif operations.

See the discussion of competitive conditions, marland principal methods of competition in thecdiggion of each business unit under the
headings "-Alumina Business Unit," "-Primary Alurain Business Unit," "-Flat-Rolled Products Busin®sit," and "-Engineered Products
Business Unit" in this Report.

Research and Development

KACC conducts research and development activitiexipally at two facilities - CFT in Pleasantonal@ornia, and the Northwest
Engineering Center adjacent to the Mead smelt&piwkane, Washington. Net expenditures for Comsgonsored research and developi
activities were $13.7 million in 1998, $19.7 mitidn 1997, and $20.5 million in 1996. KACC's resbestaff totaled 52 at December



1998. KACC estimates that research and developregrgxpenditures will be in the range of $10 millio $15 million in 1999.

CFT performs research and development of aluminogss and product technologies to support KAC@s$niess units and new business
opportunities. In 1998 patents were issued to KABAcerning the manufacture of continuous cast haetsthe brazing of aluminum alloys
for heat exchanger applications, improved lead-fileeninum machining alloys, and joining methodsdliminum extrusions used in
transportation applications. In 1998 CFT continteedupport the development of the Micromill tectogyl deployed at the Micromill facility
near Reno, Nevada, for the production of can shiegbther sheet products. The Northwest Engine@amger maintains specialized
laboratories and a miniature carbon plant whereexyents with new anode and cathode technologpanrfermed. The Northwest
Engineering Center supports KACC's primary alumiramelters, and concentrates on the developmemtstfedfective technical innovations
such as equipment and process improvements.

KACC licenses its technology and sells technical mmanagerial assistance to other producers worlEtlWHACC's technology has been
installed in alumina refineries, aluminum smeltansl rolling mills located in the United States dmuakteen foreign countries.

Employees

During 1998, KACC employed an average of approxatya®,200 persons, compared with an average obappately 9,600 persons in 1997
and 1996. At December 31, 1998, KACC employed apprately 8,900 persons; this number does not irejpersons employed temporarily
during the USWA labor dispute at the five facilitisubject to the labor dispute.

In 1998, Alpart entered into a new three-year lamgreement with workers at its refinery in Jamaacal Valco entered into a new three-year
labor agreement with workers at its smelter in Gh&ach agreement includes productivity improvesent

Environmental Matters

The Company and KACC are subject to a wide vaéinternational, federal, state and local envirental laws and regulations. For a
discussion of this subject, see "Factors Affectiagure Performance - Environmental Contingencies/sbestos Contingencies" in this
Report.

Factors Affecting Future Performance

This section discusses certain factors that coalde actual results to vary, perhaps materialiyn fthe results described in forward-looking
statements made in this Report. Forward- lookiatestents in this Report are not guarantees ofduygarformance and involve significant
risks and uncertainties. Actual results may varyemally from those in such forward- looking statsms as a result of factors including the
effectiveness of management's strategies and dasjgjeneral economic and business conditions)a@wents in technology, new or
modified statutory or regulatory requirements, ahdnging prices and market conditions. No assureacée given that these factors and the
specific factors discussed below are all of thédiacthat could cause actual results to vary maltedirom the forward-looking statements.

- Sensitivity to Prices and Hedging Programs

The Company's operating results are sensitivedo@bs in the prices of alumina, primary aluminung fabricated aluminum products, and
also depend to a significant degree upon the volamgemix of all products sold and on KACC's hedgirgtegies. Primary aluminum prices
have historically been subject to significant cgalifluctuations. Alumina prices, as well as fabtéd aluminum product prices (which vary
considerably among products), are significantuiefced by changes in the price of primary alumirand generally lag behind primary
aluminum prices. Since 1993, the Average MidwestddnStates transaction price (the "AMT Price") fioimary aluminum has ranged from
approximately $.50 to $1.00 per pound.

During 1998, the AMT Price per pound of primaryraloum declined during the year, beginning the yedhe $.70 to $.75 range and ending
the year in the low $.60 range. Subsequent to 1@8AMT Price continued to decline, and at Febyr4, 1999, the AMT Price was
approximately $.58 per pound.

From time to time in the ordinary course of bus;@GACC enters into hedging transactions to proyidee risk management in respect of its
net exposure resulting from (i) anticipated salesl@mina, primary aluminum, and fabricated alumnmmproducts, less (ii) expected purchases
of certain items, such as aluminum scrap, rollimgpt, and bauxite, whose prices fluctuate withghee of primary aluminum. No assurance
can be given that KACC's hedging program will adegly reduce KACC's exposure to the risk of fludthgprimary aluminum prices.

KACC is exposed to energy price risk from fluctagtprices for fuel oil and natural gas consumeithéproduction process. From time to
time in the ordinary course of business, KACC enieto hedging transactions with major suppliersrérgy and energy related financial
instruments. KACC also enters into foreign excharmgracts to hedge material cash commitmentsrigio subsidiaries and affiliates. No
assurance can be given that KACC's hedging progréiradequately reduce KACC's exposure to the fiskn fluctuating prices for fuel oil,
natural gas, and foreign currencies.

Note 10 of Notes to Consolidated Financial Statem&nin the



Annual Report is incorporated herein by refereisa®e also "Quantitative and Qualitative Disclosatesut Market Risk" in this Report, and
Note 1 - Derivative Financial Instruments" of Notes to Golidated Financial Statements in the Annual Report

- Leverage

The Company's ratio of consolidated indebtednessngolidated net worth is greater than the conigdaratio of most of its North American
competitors, who generally have greater finan@aburces than the Company. Due to its highly lgedaondition, the Company is more
sensitive than less leveraged companies to cdeeiars affecting its operations, including chanigpethe prices for its products, changes in
interest rates, and general economic conditions."S@nagement's Discussion and Analysis of Findi@iadition and Results of Operations
- Financing Activities and Liquidity" in the Annu&eport.

- Electric Power

The process of converting alumina into aluminurnunesg significant amounts of electric power, anel ¢tbst of electric power is an important
production cost for KACC at its aluminum smeltekgportion of the electric power used at the Mead &acoma, Washington, smelters, as
well as the rolling mill at Trentwood, Washingtas purchased from the Bonneville Power Administnatithe "BPA™) under contracts which
expire in September 2001, and a portion of sucttiédepower is purchased from other suppliers. KAES long-term arrangements, expiring
in 2015, with the BPA for the transmission of etecpower by the BPA to those facilities. The amioofelectric power which may be
provided by the BPA to KACC after the expirationtbé contracts in 2001 is not yet determined; haregthe Company believes that
adequate electric power will be available at thaef from the BPA and other suppliers, for the agien of its facilities in Washington. The
electric power supplied to the Valco smelter in Gdés produced by hydroelectric generators, andéfigery of electric power to the smelter
is subject to interruption from time to time beoaw$ drought and other factors beyond the contirdadco. Such power is supplied under an
agreement with the VRA which expires in 2017. Theeament indexes a portion of the price of powehéomarket price of primary
aluminum and provides for a review and adjustméth@ base power rate and the price index evegyyears. Such a review is now
underway together with discussions concerning ¢fialility of the long-term supply of power. Electpower for the Anglesey smelter in
Wales is supplied under an agreement which expird®01. KACC is working to address these poweipgupnd power price issues;
however, there can be no assurance that electemat affordable prices will be available in tlutuire for these smelters. See "Managem
Discussion and Analysis of Financial Condition &ebsults of Operations - Valco Operating Level'hia Annual Report.

- Labor Matters
The material under the heading "Labor Matters"amep2 of this Report is incorporated herein byrefee.

In connection with the USWA strike and subsequedklout by KACC, certain allegations of unfair lalppactices ("ULPs") have been filed
with the National Labor Relations Board by the US\AW#d its members. KACC has responded to all suegations and believes that they
are without merit. If the allegations were sustdint€ACC could be required to make locked-out empks/whole for back wages from the
date of the lock-out in January 1999. While undstias are inherent in the final outcome of suchtera, the Company believes that the
resolution of the alleged ULPs should not result imaterial adverse impact on the Company's cafedelil financial position, results of
operations, or liquidity.

- Environmental Contingencies and Asbestos Conticigen

The Company and KACC are subject to a wide vawéinternational, federal, state and local envirental laws and regulations (the
"Environmental Laws"). The Environmental Laws reggal among other things, air and water emissiodsl@tharges; the generation,
storage, treatment, transportation, and dispossblid and hazardous waste; the release of hazaualdioxic substances, pollutants and
contaminants into the environment; and, in cerigstances, the environmental condition of indubpiaperty prior to transfer or sale. In
addition, the Company and KACC are subject to vwerifederal, state, and local workplace health afetyslaws and regulations ("Health
Laws").

From time to time, KACC is subject, with respectttocurrent and former operations, to fines orghies assessed for alleged breaches of the
Environmental and Health Laws and to claims anglditon brought by federal, state or local agenaies by private parties seeking remedial
or other enforcement action under the Environmeartdl Health Laws or damages related to allegedi@sjuo health or to the environment,
including claims with respect to certain waste disg sites and the remediation of sites presentlgraerly operated by KACC. KACC
currently is subject to certain lawsuits under@unprehensive Environmental Response, Compensatidhiability Act of 1980, as
amended by the Superfund Amendments and Reauttiorizsct of 1986 ("CERCLA"). KACC, along with ceitaother entities, has been
named as a Potentially Responsible Party ("PRP')eimedial costs at certain third-party sites dsb@ the National Priorities List under
CERCLA and, in certain instances, may be exposguiiband several liability for those costs or dayas to natural resources. KACC's M
Washington, facility has been listed on the Natidhéorities List under CERCLA. The Washington st&tepartment of Ecology has advised
KACC that there are several options for remediatibthe Mead facility that would be acceptablen® Department. KACC expects that one
of these remedial options will be agreed upon acdrporated into a Consent Decree. In additiompimection with certain of its asset sales,
KACC has agreed to indemnify the purchasers wispeet to certain liabilities (and associated expgheesulting from acts or omissions
arising prior to such dispositions, including epvimental liabilities.

Based on the Company's evaluation of these and etivironmental matters, the Company has estallisheironmental accruals, primarily
related to potential solid waste disposal andawd groundwater remediation matters. At Decembgel 838, the balance of such accru



which are primarily included in Long-term liabiés, was $50.7 million. These environmental accrnieggisesent the Company's estimate of
costs reasonably expected to be incurred basedesamily enacted laws and regulations, currenidylavle facts, existing technology, and
Company's assessment of the likely remediatioretpdsformed. The Company expects remediation tarameer the next several years and
estimates that annual expenditures to be chargdatse environmental accruals will be approxima$&yd million to $8.0 million per year f
the years 1999 through 2003 and an aggregate obxpmately $29.0 million thereafter. As additioriatts are developed and definitive
remediation plans and necessary regulatory apmdeaimplementation of remediation are establistiedlternative technologies are
developed, changes in these and other factors esajt in actual costs exceeding the current enmemtal accruals. Cash expenditures of
$3.5 million in 1998, $5.6 million in 1997, and 88nillion in 1996 were charged to previously estii#d accruals relating to environmental
costs. Approximately $4.5 million is expected todharged to such accruals in 1999. In additioreghexpenditures charged to
environmental accruals, environmental capital spendias $5.7 million in 1998, $6.8 million in 199Md $18.4 million in 1996. Annual
operating costs for pollution control, not inclugioorporate overhead or depreciation, were apprataty $34.3 million in 1998, $27.5
million in 1997, and $30.1 million in 1996. Legitlee, regulatory and economic uncertainties mak#ffiicult to project future spending for
these purposes. However, the Company currentlgipates that in the 1999-2000 period, environmergaltal spending will be
approximately $11.0 million per year, and operatingts for pollution control will be approximate$$8.0 million per year.

While uncertainties are inherent in the final omeoof these environmental matters, and it is pthsanpossible to determine the actual ct
that ultimately may be incurred, the Company cutydmelieves that the resolution of such uncertagishould not have a material adverse
effect on the Company's consolidated financial s results of operations, or liquidity.

KACC is a defendant in a number of lawsuits, sofnelach involve claims of multiple persons, in whithe plaintiffs allege that certain of
their injuries were caused by, among other thiegppsure to asbestos during, and as a resultesf,émployment or association with KACC
or exposure to products containing asbestos pradoicsold by KACC. The lawsuits generally relatgtoducts KACC has not manufactured
for at least 20 years. See "Management's DiscussidrAnalysis of Financial Condition and Result©gpfrations - Commitments and
Contingencies" in the Annual Report.

The portion of Note 9 of Notes to Consolidated Rial Statements in the Annual Report under thelinga "Environmental Contingencies”
and "Asbestos Contingencies" is incorporated hdrgireference.

- Year 2000 Disclosure Statement The Company asleoftware and related technologies throughobiiginess that will be affected by the
date change to the year 2000. There may also hadkigy embedded in certain of the equipment oworagsed by the Company that is
susceptible to the year 2000 date change as wel Cbmpany has implemented a company-wide progvaradrdinate the year 2000 efforts
of its individual business units and to track th@ingress. The intent of the program is to make that critical items are identified on a
sufficiently timely basis to assure that the neagssesources can be committed to address anyialaisk areas that could prevent the
Company's systems and assets from being able tbthee€ompany's business needs and objectivesdlditian to addressing the Company's
internal systems, the company-wide program invoiglestification of key suppliers, customers, anleotthird-party relationships that could
be impacted by year 2000 issues.

While the Company believes that its program isisigffit to identify the critical issues and assamilatosts necessary to address possible year
2000 problems in a timely manner, there can bessarances that the program, or underlying stepkemamnted, will be successful in

resolving all such issues by the Company's mid-1§89. If the steps taken by the Company (or @itibird parties) are not made in a timely
manner, or are not successful in identifying andediating all significant year 2000 issues, busrieterruptions or delays could occur and
could have a material adverse impact on the Compaesults and financial condition. However, basedhe information the Company has
gathered to date and the Company's expectatioits albility to remediate problems encountered,Gbenpany currently believes that no
significant business interruptions that would haveaterial impact on the Company's results or firrcondition will be encountered. See
"Management's Discussion and Analysis of Finarn€@idition and Results of Operations - Year 200¢haAnnual Report.

- Foreign Activities The Company's operations aated in several foreign countries, including Aaigt, Canada, Ghana, Jamaica, and the
United Kingdom. Foreign operations, in general, rbaymore vulnerable than domestic operations beocaifus variety of political or
governmental actions and other factors which maryekample, disrupt or restrict operations and m@rkmpose taxes and levies, impose
import or export restrictions, restrict the movemeifunds, or impose limitations on foreign exchanransactions. While the Company
believes that its relationships with the governmaritthe countries in which it conducts operatidimsctly or through joint ventures continue
to be satisfactory, there can be no assuranceths fature influence of the foregoing factors.

ITEM 2. PROPERTIES

The locations and general character of the prihglzents, mines, and other materially importantgbgl properties relating to KACC's
operations are described in Item 1 "- Business @jmers” and those descriptions are incorporatedihéry reference. KACC owns in fee or
leases all the real estate and facilities use@imection with its business. Plants and equipmedtather facilities are generally in good
condition and suitable for their intended usesjestttio changing environmental requirements. Altitoi ACC's domestic aluminum smelt
and alumina facility were initially designed eailyK ACC's history, they have been modified freqlieover the years to incorporate
technological advances in order to improve efficignincrease capacity, and achieve energy savifgsCompany believes that KACC's
plants are cost competitive on an internationaishas

KACC's obligations under the Credit Agreement ezdento on February 15, 1994, as amended (the fiChkgdeement"), are secured by,
among other things, mortgages on KACC's major déimpkants (other than the Gramercy alumina refirard Nevada Micromill). See Na



5 of Notes to Consolidated Financial StatementeénAnnual Report.
ITEM 3. LEGAL PROCEEDINGS

This section contains statements which constitisievard-looking statements" within the meaning of the Bi@vSecurities Litigation Refor
Act of 1995. See Item 1 in this Report for cautignaformation with respect to such forward-lookisgtements.

Hammons v. Alcan Aluminum Corp. et al

On March 5, 1996, a class action complaint wasl filgainst the Company, Alcan Aluminum Corp., AlusmnCompany of America,
Alumax, Inc, Reynolds Metal Company, and the AlunmmAssociation in the Superior Court of Califorfoathe County of Los Angeles,
alleging that the defendants conspired, in viotatibthe California Cartwright Act (Bus. & Prof. @e Section 16720 & 16750), in
conjunction with a Memorandum of Understanding ("M®entered into in 1994 by representatives of fal&t, Canada, the European
Union, Norway, the Russian Federation and the drfsiates, to restrict the production of primaryngihhum resulting in rises in prices for
primary aluminum and aluminum products. The conmpladught certification of a class consisting afspas who at any time between
January 1, 1994, and the date of the complaintased aluminum or aluminum products manufactureongyor more of the defendants and
estimated damages sustained by the class to béd#ihd during the year 1994, before trebling. Quiy 11, 1996, the United States District
Court granted summary judgment in favor of the Canypand other defendants and dismissed the compksiio all defendants. On July 18,
1996, the plaintiff filed a notice of appeal to teited States Court of Appeals for the Ninth Circdn December 11, 1997, the United St
Court of Appeals for the Ninth Circuit affirmed tHecision of the District Court. On December 230 7,2he plaintiff filed a petition for
rehearing en banc, which was denied May 4, 1998A@yust 12, 1998, the plaintiff filed a petitionttvithe Supreme Court of the United
States for a writ of certiorari, which petition w@anied on October 19, 1998. The plaintiff subsatyeequested reconsideration of its
petition which was also denied.

Asbestos-related Litigation

KACC is a defendant in a number of lawsuits, sofnelach involve claims of multiple persons, in whithe plaintiffs allege that certain of
their injuries were caused by, among other thiegppsure to asbestos during, and as a resultesf,émployment or association with KACC
or exposure to products containing asbestos pradoicsold by KACC. The lawsuits generally relatetoducts KACC has not manufactured
for at least 20 years. For additional informatisee "Management's Discussion and Analysis of Fiah@ondition and Results of Operations
- Commitments and Contingencies" in the Annual Redde portion of Note 9 of Notes to Consolidakdancial Statements in the Annual
Report under the heading "Asbestos Contingencgeisicorporated herein by reference.

Labor Matters

In connection with the USWA strike and subsequeadkiout by KACC, certain allegations of unfair lalpwactices ("ULPs") have been filed
with the National Labor Relations Board by the US\W#d its members. KACC has responded to all suegations and believes that they
are without merit. If the allegations were sustdii€ACC could be required to make locked-out empks/whole for back wages from the
date of the lock-out in January 1999. While undatis are inherent in the final outcome of suchtera, the Company believes that the
resolution of the alleged ULPs should not resuli material adverse impact on the Company's catetelil financial position, results of
operations, or liquidity.

Other Matters

Various other lawsuits and claims are pending agad®CC. While uncertainties are inherent in thefioutcome of such matters and it is
presently impossible to determine the actual abstsultimately may be incurred, management beti¢kiat the resolution of such
uncertainties and the incurrence of such costsldhmi have a material adverse effect on the Coyipawnsolidated financial position,
results of operations, or liquidity.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matter was submitted to a vote of security hdaé the Company during the fourth quarter of 1¢
PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

The Company's Common Stock is traded on the New 8twck Exchange under the symbol "KLU". The numiferecord holders of the
Company's Common Stock at March 23, 1999, wasB&ge 57 of the Annual Report, and the informatioNate 5 of Notes to Consolidated
Financial Statements under the heading "Loan Cousrend Restrictions" at page 39 of the Annual Repoe incorporated herein by
reference. The Company has not paid any dividendsscCommon Stock during the two most recent figears.

The Credit Agreement (Exhibits 4.12 through 4.2&is Report) contains restrictions on the abitifthe Company to pay dividends on



make distributions on account of the Company's Com@tock, and the Credit Agreement and the Indest(EExhibits 4.1 through 4.11 to
this Report) contain restrictions on the abilitytlié Company's subsidiaries to transfer fundseéddbmpany in the form of cash dividends,
loans or advances. Exhibits 4.1 through 4.28 t® Raport, Note 5 of Notes to Consolidated Finarsfatements in the Annual Report, and
the information under the headings "Financing Atieg and Liquidity" and "Capital Structure" at a5 - 26 of the Annual Report, are
incorporated herein by reference.

ITEM 6. SELECTED FINANCIAL DATA

Selected financial data for the Company is incaafedt herein by reference to the table at pagetlioReport, to the table at pages 18 - 19 of
the Annual Report, to Note 1 of Notes to Consotiddtinancial Statements in the Annual Report, arghges 58 - 59 of the Annual Report.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
Pages 18 - 28 of the Annual Report are incorporagedin by reference.
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

This section contains forward-looking statemengt thvolve risk and uncertainties. Actual resutisild differ materially from those projected
in these forward-looking statements.

As discussed more fully in Notes 1 and 10 of NéteSonsolidated Financial Statements, KACC utiliredging transactions to lock-in a
specified price or range of prices for certain petd which it sells or consumes and to mitigate KAgCexposure to changes in foreign
currency exchange rates. The following sets fdréhitnpact on future earnings of adverse marketgdmrelated to KACC's hedging positi
with respect to commaodity and foreign exchangeremt$ described more fully in Note 10 of Notes tméblidated Financial Statements. The
impact of market changes on energy derivative aietsvis generally not significant.

Alumina and Primary Aluminum

Alumina and primary aluminum production in excesmternal requirements is sold in domestic andrinational markets, exposing the
Company to commodity price risks. KACC's hedgiransactions are intended to provide price risk mamesgnt in respect of the net exposure
of earnings resulting from (i) anticipated saleslofmina, primary aluminum and fabricated alumimenoducts, less (ii) expected purchase
certain items, such as aluminum scrap, rolling ingod bauxite, whose prices fluctuate with theguf primary aluminum. On average,
before consideration of hedging activities, angébprice contracts with fabricated aluminum prodwttstomers, variations in production and
shipment levels, and timing issues related to mianges the Company estimates that each $.0lse(decrease) in the market price per
price-equivalent pound of primary aluminum increagiecreases) the Company's annual pre- tax earbjngpproximately $15 million.

Based on the December 31, 1998 London Metal Ex@haagh price for primary aluminum of approximateycents per pound, the
Company estimates that it would realize approxitge&&00 million of net aggregate pre-tax benefita its hedging positions and fixed
price customer contracts during 1999 and 2000.Adrapany also estimates that a hypothetical 10aeerease from the above stated year-
end 1998 price level would result in additional aggregate pre-tax benefits of approximately $180om being realized during 1999 and
2000 related to KACC's hedging positions and figede customer contracts. Both amounts are ver$as the Company's results would h
been without the derivative commodity contracts fixel price customer contracts discussed abovev@sely, the Company estimates that
a hypothetical 10 cent increase from the abovedtatar-end 1998 price would result in a net aggeegeduction to pre-tax earnings of
approximately $20 million being realized during 228nhd 2000 related to KACC's hedging positionsfamtl price customer contracts. It
should be noted, however, that, since the hedgisgipns and fixed price customer contracts lock-specified price or range or prices, any
increase or decrease in earnings attributable t6®4 hedging positions or fixed price customer i@uts would be significantly offset by a
decrease or increase in the value of the hedgesdctions.

The foregoing estimated earnings impact on 200(udgrs the possible effect on pre-tax income ofeBtant of Financial Accounting
Standards No. 133, "Accounting for Derivative Instents and Hedging Activities," which must be addpty the Company as of January 1,
2000. The foregoing estimate of a hypothetical &@-@erpound increase in primary aluminum prices on KAQ@dging positions and fixe
price customer contracts excludes the cash imgagmssible margin deposit requirements. The Compatiynates that KACC's cash
exposure related to margin deposit requirementsuch positions, if such a hypothetical price inseeaere to occur, would not have a
material adverse impact on the Company's currguidity or financial position.

Foreign Currency

KACC enters into forward exchange contracts to leedgterial cash commitments for foreign currend@sCC's primary foreign exchange
exposure is related to KACC's Australian Dollar JA®mmitments in respect of activities associatét its 28.3%- owned affiliate,
Queensland Alumina Limited. The Company estimatat before consideration of any hedging activjteedlS $0.01 increase (decrease) in
the value of the A$ results in an approximate $tH#lon (decrease) increase in the Company's anpigatax earnings.

At December 31, 1998, the Company held derivativei§n currency contracts hedging approximately #5fb50% of its A$ currency
commitments for 1999 and 2000, respectively. Themm@any estimates that a hypothetical 10% reductiche A$ exchange rate would res



in the Company recognizing a net aggregate predakof approximately $10-15 million during 199912000 related to KACC's foreign
currency hedging positions. This cost is versustuliea Company's results would have been withouCii@pany's derivative foreign currer
contracts. It should be noted, however, that, siheehedging positions lodk-specified rates, any increase or decrease mirggr attributabli
to currency hedging instruments would be offsealmprresponding decrease or increase in the véline edged commitments.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Pages 29 - 57 of the Annual Report are incorporiagzdin by reference.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
PART IlI

Information required under PART Il (Items 10, 12, and 13) has been omitted from this Report sine€Company intends to file with the
Securities and Exchange Commission, not later 28ndays after the close of its fiscal year, ardidfie proxy statement pursuant to
Regulation 14A which involves the election of diggs, and such information is incorporated by rerfiee from such definitive proxy
statement.

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K
(@) INDEX TO FINANCIAL STATEMENTS AND SCHEDULES
1. Financial Statements

The Consolidated Financial Statements of the Compie Notes to Consolidated Financial StateméehésReport of Independent Public
Accountants, Quarterly Financial Data, and FiverYéaancial Data are included on pages 29 - 5def&nnual Report.

2. Financial Statement Schedules Page

Report of Independent Public Accountants 1 7
Schedule | - Condensed Balance Sheets - Pare nt
Company,

Condensed Statements of Income -
Parent Company,

Condensed Statements of Cash Fl ows
- Parent Company, and

Notes to Condensed Financial

Statements - Parent Company 18-21
All other schedules are inapplicable or the reqlirdormation is included in the Consolidated FiciahStatements or the Notes thereto.
3. Exhibits

Reference is made to the Index of Exhibits immediygbreceding the exhibits hereto (beginning onep2®), which index is incorporated
herein by reference.

(b) REPORTS ON FORM 8-K
No Report on Form-K was filed by the Company during the last quadiethe period covered by this Report.
(c) EXHIBITS

Reference is made to the Index of Exhibits immediygbreceding the exhibits hereto (beginning onep28), which index is incorporated
herein by reference.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS



We have audited in accordance with generally aeceptiditing standards, the financial statementsded in Kaiser Aluminum Corporation
and Subsidiary Companies' annual report to shader®incorporated by reference in this FormKl@nd have issued our report thereon d
February 28, 1999. Our audit was made for the me@d forming an opinion on the basic financiatestzents taken as a whole. Schedule |
listed in the index at Item 14(a)2. above is ttepomsibility of the Company's management and isgimed for purposes of complying with
the Securities and Exchange Commission's rulessamot a required part of the basic financial stepts. This schedule has been subject
the auditing procedures applied in our audit oflihsic financial statements and, in our opiniomlyfatates in all material respects the
financial data required to be set forth thereineilation to the basic financial statements takea atole.

ARTHUR ANDERSEN LLP

Houston, Texas
February 28, 1999

SCHEDULE |
CONDENSED BALANCE SHEETS - PARENT COMPANY

(In millions of dollars, except share amounts)

December 31,

1998 1997
ASSETS
Investment in KACC $ 19133 $ 18028
Total $ 19133 $ 18028
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities $ - $ 3.2
Intercompany note payable to KACC, including accrue d interest 1,794.1 1,682.6
Stockholders' equity:
Common stock, par value $.01, authorized 100,0 00,000 shares;
issued and outstanding 79,153,543 and 78, 980,881 in 1998
and 1997 .8 .8
Additional capital 535.4 533.8
Accumulated deficit (417.0) (417.6)
Total stockholders' equity 119.2 117.0
Total $ 19133 $ 18028

The accompanying notes to condensed financialrstates are an integral part of these statements.

SCHEDULE |
CONDENSED STATEMENTS OF INCOME - PARENT COMPANY

(In millions of dollars)

December 31,

1998 1997 1996
Equity in income of KACC $ 1125 $ 1542 $ 108.7
Administrative and general expense (.4) 1.7) (2.2)
Interest expense (111.5) (104.5) (98.3)
Net income $ 6 $ 48.0 $ 8.2

The accompanying notes to condensed financialrstates are an integral part of these statements.

SCHEDULE |
CONDENSED STATEMENTS OF CASH FLOWS - PARENT COMPANY



(In millions of dollars)

December 31,

1998 1997 1996
Cash flows from operating activities:
Net income $ 6 $ 48.0 $ 8.2
Adjustments to reconcile net income to net cas h used
for operating activities:
Equity in income of KACC (112.5) (154.2) (10 8.7)
Accrued interest on intercompany not e
payable to KACC 111.5 104.5 9 8.3
Accrued taxes paid (3.3) (1.8) ( 2.7)
Net cash used for operating act ivities 3.7) (3.5) ( 4.9)
Cash flows from investing activities:
Investment in KACC (.1) (.3) (.1)
Net cash used for investing act ivities (.2) (.3) (.1)
Cash flows from financing activities:
Dividends paid - (4.2) (1 0.5)
Capital stock issued 1 4 1
Payments from KACC on intercompany note receiv able - 4.2 1 0.5
Tax allocation payments from KACC 3.3 1.8 2.7
Operating cost advances from KACC 4 1.6 2.0
Net cash provided by financing
activities 3.8 3.8 4.8
Net (decrease) increase in cash and cash equivalent S
during the year - - (.2)
Cash and cash equivalents at beginning of year - - 2
Cash and cash equivalents at end of year $ - $ - $
Supplemental disclosure of non-cash investing activ ities:
Non-cash (decrease) increase in investment in KACC $ 1.7 % 44 $

The accompanying notes to condensed financialrstates are an integral part of these statements.

SCHEDULE |
NOTES TO CONDENSED FINANCIAL STATEMENTS - PARENT CO MPANY

1. BASIS OF PRESENTATION

Kaiser Aluminum Corporation (the " Company") is@ding company and conducts its operations thratsgivholly owned subsidiary, Kais
Aluminum & Chemical Corporation ("KACC"), which reported herein using the equity method of accagnilhe accompanying parent
company condensed financial statements of the Coynglaould be read in conjunction with the 1998 cotidated financial statements of
Kaiser Aluminum Corporation and Subsidiary Compargi&aiser").

Certain reclassifications of prior-year informati@ere made to conform to the current presentation.
2. INTERCOMPANY NOTE PAYABLE

The Intercompany Note to KACC, as amended, providea fixed interest rate of 6-5/8%. No interespancipal payments are due until
December 31, 2000, after which interest and pradaigll be payable over a 15-year term pursuard fsedetermined schedule.

3. RESTRICTED NET ASSETS

The investment in KACC is substantially unavailatdehe Company pursuant to the terms of certaln mhstruments. The obligations of
KACC in respect of the credit facilities under theedit Agreement are guaranteed by the Compangalnstantially by all significant
subsidiaries of KACC. See Note 5 of Notes to Késs€onsolidated Financial Stateme:



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

KAISER ALUMINUM CORPORATION

Date: March 30, 1999 By George T. Haymake r, Jr.
George T. Haymake r, Jr.
Chairman of the Board
and Chief Executive Officer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdaticated.

Date: March 30, 1999 George T. Haymake r, Jr.
George T. Haymake r, Jr.
Chairman of the Board
and Chief Executive Officer
(Principal Executive Officer)
Date: March 30, 1999 John T. La Du [
John T. La Du c
Executive Vice Presi dent and
Chief Financial Offic er
(Principal Financial Officer)
Date: March 30, 1999 Daniel D. Madd [o)'¢
Daniel D. Madd 0ox
Vice President and C ontroller
(Principal Accounting Officer)
Date: March 30, 1999 Robert J. Cruiks hank
Robert J. Cruiks hank
Director
Date: March 30, 1999 Charles E. Hurw itz
Charles E. Hurw itz
Director
Date: March 30, 1999 Ezra G. Levi n
Ezra G. Levi n
Director
Date: March 30, 1999 Robert Marcu s
Robert Marcu s
Director
Date: March 30, 1999 Robert J. Petr is
Robert J. Petr is
Director

INDEX OF EXHIBITS

Exhibit

Number Description

3.1 Restated Certificate of Incorporation of Kaiser
Aluminum Corporation (the "Company" or "K AC"), dated
February 21,1991 (incorporated by referen ce to Exhibit
3.1 to Amendment No. 2 to the Registratio n Statement on
Form S-1, dated June 11, 1991, filed by KAC,
Registration No. 33-37895).

3.2  Certificate of Retirement of KAC, dated O ctober 24,
1995 (incorporated by reference to Exhibi t 3.2 to the
Report on Form 10-K for the period ended December 31,
1995, filed by KAC, File No. 1-9447).

3.3  Certificate of Retirement of Kaiser Alumi num
Corporation, dated February 12, 1998 (inc orporated by
reference to Exhibit 3.3 to the Report on From 10-K for
the period ended December 31, 1997, filed by KAC, File
No. 1-9447).

3.4 Amended and Restated By-Laws of Kaiser Al uminum



4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

Corporation, dated October 1, 1997 (incor
reference to Exhibit 3.3 to the Report on
the quarterly period ended September 30,
KAC, File No. 1-9447).

Indenture, dated as of February 1, 1993,
Aluminum & Chemical Corporation ("KACC"),
Kaiser Alumina Australia Corporation, Alp
Inc., and Kaiser Jamaica Corporation, as
Guarantors, and The First National Bank o
Trustee, regarding KACC's 12-3/4% Senior
Notes Due 2003 (incorporated by reference
4.1 to Form 10-K for the period ended Dec
1992, filed by KACC, File No. 1-3605).

First Supplemental Indenture, dated as of
to the Indenture, dated as of February 1,
(incorporated by reference to Exhibit 4.2
on Form 10-Q for the quarterly period end
1993, filed by KACC, File No. 1-3605).

Second Supplemental Indenture, dated as o
1996, to the Indenture, dated as of Febru
(incorporated by reference to Exhibit 4.3
on Form 10-K for the period ended Decembe
filed by KAC, File No. 1-9447).

Third Supplemental Indenture, dated as of
1997, to the Indenture, dated as of Febru
(incorporated by reference to Exhibit 4.1
on Form 10-Q for the quarterly period end
1997, filed by KAC, File No. 1-9447).

Indenture, dated as of February 17, 1994,
as Issuer, Kaiser Alumina Australia Corpo
Jamaica Inc., Kaiser Jamaica Corporation
Finance Corporation, as Subsidiary Guaran
First Trust National Association, as Trus
KACC's 9-7/8% Senior Notes Due 2002 (inc
reference to Exhibit 4.3 to the Report on
the period ended December 31, 1993, file
No. 1-9447).

First Supplemental Indenture, dated as of
1996, to the Indenture, dated as of Febru
(incorporated by reference to Exhibit 4.5
on Form 10-K for the period ended Decembe
filed by KAC, File No. 1-9447).

Second Supplemental Indenture, dated as o
1997, to the Indenture, dated as of Febru
(incorporated by reference to Exhibit 4.2
on Form 10-Q for the quarterly period end
1997, filed by KAC, File No. 1-9447).

Indenture, dated as of October 23, 1996,
Issuer, Kaiser Alumina Australia Corporat
Jamaica Inc., Kaiser Jamaica Corporation
Finance Corporation, Kaiser Micromill Hol
Kaiser Sierra Micromills, LLC, Kaiser Tex
Holdings, LLC and Kaiser Texas Sierra Mic
as Subsidiary Guarantors, and First Trust
Association, as Trustee, regarding KACC's
Series B Senior Notes Due 2006 (incorpor
reference to Exhibit 4.2 to the Report on
the quarterly period ended September 30,
KAC, File No. 1-9447).

First Supplemental Indenture, dated as of
1997, to the Indenture, dated as of Octob
(incorporated by reference to Exhibit 4.3
on Form 10-Q for the quarterly period end
1997, filed by KAC, File No. 1-9447).

Indenture, dated as of December 23, 1996,
as Issuer, Kaiser Alumina Australia Corpo
Jamaica Inc., Kaiser Jamaica Corporation,
Finance Corporation, Kaiser Micromill Hol
Kaiser Sierra Micromills, LLC, Kaiser Tex
Holdings, LLC, and Kaiser Texas Sierra Mi
as Subsidiary Guarantors, and First Trust
Association, as Trustee, regarding KACC's
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4.11

4.12

4.13

4.14

4.15

4.16

4.17

4.18

4.19

4.20

Series D Senior Notes due 2006 (incorpora
reference to Exhibit 4.4 to the Registrat

on Form S-4, dated January 2, 1997, filed
Registration No. 333-19143).

First Supplemental Indenture, dated as of
1997, to the Indenture, dated as of Decem
(incorporated by reference to Exhibit 4.4
on Form 10-Q for the quarterly period end
1997, filed by KAC, File No. 1-9447).

Credit Agreement, dated as of February 15
KAC, KACC, the financial institutions a p
and BankAmerica Business Credit, Inc., as
(incorporated by reference to Exhibit 4.4
on Form 10-K for the period ended Decembe
filed by KAC, File No. 1-9447).

First Amendment to Credit Agreement, date
21, 1994, amending the Credit Agreement,
February 15, 1994, among KAC, KACC, the f
institutions party thereto, and BankAmeri
Credit, Inc., as Agent (incorporated by r
Exhibit 4.1 to the Report on Form 10-Q fo
quarterly period ended June 30, 1994, fil
File No. 1-9447).

Second Amendment to Credit Agreement, dat
10, 1995, amending the Credit Agreement,
February 15, 1994, as amended, among KAC,
financial institutions party thereto, and
Business Credit, Inc., as Agent (incorpor
reference to Exhibit 4.6 to the Report on
the period ended December 31, 1994, filed
No. 1-9447).

Third Amendment to Credit Agreement, date
20, 1995, amending the Credit Agreement,
February 15, 1994, as amended, among KAC,
financial institutions a party thereto, a
Business Credit, Inc., as Agent (incorpor
reference to Exhibit 4.1 to the Report on
the quarterly period ended June 30, 1995,

File No. 1-9447).

Fourth Amendment to Credit Agreement, dat
October 17, 1995, amending the Credit Agr
as of February 15, 1994, as amended, amon
the financial institutions a party theret
BankAmerica Business Credit, Inc., as Age
(incorporated by reference to Exhibit 4.1
on Form 10-Q for the quarterly period end
30, 1995, filed by KAC, File No. 1-9447).

Fifth Amendment to Credit Agreement, date
December 11, 1995, amending the Credit Ag
as of February 15, 1994, as amended, amon
the financial institutions a party theret
BankAmerica Business Credit, Inc., as Age
(incorporated by reference to Exhibit 4.1
Report on Form 10-K for the period ended
1995, filed by KAC, File No. 1-9447).

Sixth Amendment to Credit Agreement, date
October 1, 1996, amending the Credit Agre
as of February 15, 1994, as amended, amon
the financial institutions a party theret
BankAmerica Business Credit, Inc., as Age
(incorporated by reference to Exhibit 4.1
on Form 10-Q for the quarterly period end
30, 1996, filed by KAC, File No. 1-9447).

Seventh Amendment to Credit Agreement, da
December 17, 1996, amending the Credit Ag
as of February 15, 1994, as amended, amon
the financial institutions a party theret
BankAmerica Business Credit, Inc., as Age
(incorporated by reference to Exhibit 4.1
Registration Statement on Form S-4, dated
1997, filed by KACC, Registration No. 333
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4.21

4.22

4.23

4.24

4.25

*4.26

*4.27

*4.28

4.29

4.30

February 24, 1997, amending the Credit Ag
as of February 15, 1994, as amended, amon
Kaiser, the financial institutions a part
BankAmerica Business Credit, Inc., as Age
(incorporated by reference to Exhibit 4.1
Report on Form 10-K for the period ended
1996, filed by KAC, File No. 1-9447).

Ninth Amendment to Credit Agreement, date
21, 1997, amending the Credit Agreement,
February 15, 1994, as amended, among KACC
financial institutions a party thereto, a
Business Credit, Inc., as Agent (incorpor
reference to Exhibit 4.5 to the Report on
the quarterly period ended June 30, 1997,

File No. 1-9447).

Tenth amendment to Credit Agreement, date
25, 1997, amending the Credit Agreement,
February 15, 1994, as amended, among KACC
financial institutions a party thereto, a
Business Credit, Inc., as Agent (incorpor
reference to Exhibit 4.6 to the Report on
the quarterly period ended June 30, 1997,

File No. 1-9447).

Eleventh Amendment to Credit Agreement, d
October 20, 1997, amending the Credit Agr
as of February 15, 1994, as amended, amon
the financial institutions a party theret
BankAmerica Business Credit, Inc., as Age
(incorporated by reference to Exhibit 4.7
on Form 10-Q for the quarterly period end
30, 1997, filed by KAC, File No. 1-9447).

Twelfth Amendment to Credit Agreement, da
January 13, 1998, amending the Credit Agr
as of February 15, 1994, as amended, amon
the financial institutions a party theret
BankAmerica Business Credit, Inc., as Age
(incorporated by reference to Exhibit 4.2
Report on Form 10-K for the period ended
1997, filed by KAC, File No. 1-9447).

Thirteenth Amendment to Credit Agreement,
July 20, 1998, amending the Credit Agreem
of February 15, 1994, as amended, among K
financial institutions party thereto, and
Business Credit, Inc., as Agent (incorpor
reference to Exhibit 4 to the report on F
the quarterly period ended June 30, 1998,
File No. 1-9447).

Fourteenth Amendment to Credit Agreement,
December 11, 1998, amending the Credit Ag
as of February 15, 1994, as amended, amon
the financial institutions party thereto,
BankAmerica Business Credit, Inc., as Age

Fifteenth Amendment to Credit Agreement,
February 23, 1999, amending the Credit Ag
as of February 15, 1994, as amended, amon
the financial institutions party thereto,
BankAmerica Business Credit, Inc., as Age

Sixteenth Amendment to Credit Agreement,
March 26, 1999, amending the Credit Agree
of February 15, 1994, as amended, among K
financial institutions party thereto, and
Business Credit, Inc., as Agent.

Intercompany Note between KAC and KACC (i
reference to Exhibit 10.11 to the Report
for the period ended December 31, 1996, f
Inc. ("MAXXAM"), File No. 1-3924).

Confirmation of Amendment of Non-Negotiab
Intercompany Note, dated as of October 6,
KAC and KACC (incorporated by reference t
10.12 to the Report on Form 10-K for the
December 31, 1996, filed by MAXXAM, File
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4.31

4.32

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

Senior Subordinated Intercompany Note bet
KACC dated February 15, 1994 (incorporate
to Exhibit 4.22 to the Report on Form 10-
period ended December 31, 1993, filed by
1-9447).

Senior Subordinated Intercompany Note bet
KACC dated March 17, 1994 (incorporated b
Exhibit 4.23 to the Report on Form 10-K f
ended December 31, 1993, filed by KAC, Fi
9447).

KAC has not filed certain long-term debt

not being registered with the Securities
Commission where the total amount of inde
authorized under any such instrument doe
10% of the total assets of KAC and its su

a consolidated basis. KAC agrees and und
furnish a copy of any such instrument to

and Exchange Commission upon its request.

Form of indemnification agreement with of
directors (incorporated by reference to E
to the Registration Statement of KAC on F
No. 33-12836).

Tax Allocation Agreement, dated as of Dec
1989, between MAXXAM and KACC (incorporat
reference to Exhibit 10.21 to Amendment N
Registration Statement on Form S-1, dated
1989, filed by KACC, Registration No. 33-

Tax Allocation Agreement, dated as of Feb
1991, between KAC and MAXXAM (incorporate
to Exhibit 10.23 to Amendment No. 2 to th
Statement on Form S-1, dated June 11, 199
KAC, Registration No. 33-37895).

Tax Allocation Agreement, dated as of Jun
between KACC and KAC (incorporated by ref
Exhibit 10.3 to the Report on Form 10-Q f
quarterly period ended June 30, 1993, fil
File No. 1-3605).

Executive Compensation Plans and Arrangem
[Exhibits 10.5 - 10.23, inclusive]

KACC's Bonus Plan (incorporated by refere
10.25 to Amendment No. 6 to the Registrat
on Form S-1, dated December 14, 1989, fil
Registration No. 33-30645).

Kaiser 1993 Omnibus Stock Incentive Plan
by reference to Exhibit 10.1 to the Repor
for the quarterly period ended June 30, 1
KACC, File No. 1-3605).

Kaiser 1995 Employee Incentive Compensati
(incorporated by reference to Exhibit 10.
Report on Form 10-Q for the quarterly per
March 31, 1995, filed by KAC, File No. 1-

Kaiser 1995 Executive Incentive Compensat
(incorporated by reference to Exhibit 99
Statement, dated April 26, 1995, filed by
1-9447).

Kaiser 1997 Omnibus Stock Incentive Plan
by reference to Appendix A to the Proxy S
dated April 29, 1997, filed by KAC, File

10.10 Employment Agreement, dated April 1, 1993

10.11 First Amendment to Employment Agreement b

KACC, and George T. Haymaker, Jr. (incorp
reference to Exhibit 10.2 to the Report o

for the quarterly period ended March 31,
KAC, File No. 1-9447).

KACC, KAC and George T. Haymaker, Jr. (in
reference to Exhibit 10 to the Report on

the quarterly period ended June 30, 1996,
File No. 1-9447).
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10.12 Second Amendment to Employment Agreement,

December 10, 1997, by and between KAC, KA
T. Haymaker, Jr. (incorporated by referen
10.12 to the Report on Form 10-K for the
December 31, 1997, filed by KAC, File No.

10.13 Letter Agreement, dated January 1995, bet
Charles E. Hurwitz, granting Mr. Hurwitz
under the Kaiser 1993 Omnibus Stock Incen
(incorporated by reference to Exhibit 10.
Report on Form 10-K for the period ended
1994, filed by KAC, File No. 1-9447).

10.14 Employment Agreement between KACC and Ray

Milchovich made effective for the period

1, 1998, to December 31, 2002 (incorporat
reference to Exhibit 10.3 to the Report o
for the quarterly period ended September
filed by KAC, File No. 1-9447).

10.15 Time-Based Stock Option Grant Pursuant to
1997 Omnibus Stock Incentive Plan to Raym
Milchovich, effective July 2, 1998 (incor
reference to Exhibit 10.4 to the Report o
for the quarterly period ended September
filed by KAC, File No. 1-9447).

10.16 Employment Agreement between KACC and Joh

made effective for the period from Januar
December 31, 2002 (incorporated by refere
10.5 to the Report on From 10-Q for the q
period ended September 30, 1998, filed by
1-9447).

10.17 Time-Based Stock Option Grant Pursuant to
1997 Omnibus Stock Incentive Plan to John
effective July 10, 1998 (incorporated by
Exhibit 10.6 to the Report on Form 10-Q f
quarterly period ended September 30, 1998
KAC, File No. 1-9447).

*10.18 Time-Based Stock Option Grant Pursuant to
1997 Omnibus Stock Incentive Plan to Geor
Haymaker, Jr., effective January 1, 1998.

*10.19 Performance-Accelerated Stock Option Gran
the Kaiser 1997 Omnibus Stock Incentive P
T. Haymaker, Jr., effective January 1, 19

*10.20 Letter Agreement, dated July 27, 1998, be
John H. Walker.

*10.21 Description of Kaiser Severance Protectio
of Control Benefits Program.

10.22 Form of letter agreement with persons gra
options under the Kaiser 1993 Omnibus Sto
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1994, filed by KAC, File No. 1-9447).
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directors of KAC and KACC (incorporated b
Exhibit 10 to the Report on Form 10-Q for
period ended March 31, 1998, filed by KAC
9447).

*13 The portions of KAC's Annual Report to sh
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*21 Significant Subsidiaries of KAC.
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* Filed herewith
Exhibit 21
SUBSIDIARIES

Listed below are the principal subsidiaries of kai8luminum Corporation, the jurisdiction of th&iicorporation or organization, and the
names under which such subsidiaries do businestwisubsidiaries are omitted which, considerethénaggregate as a single subsidiary,
would not constitute a significant subsidiary.

P lace of
| ncorporation
Name o] r Organization
Alpart Jamaica Inc. D elaware
Alumina Partners of Jamaica (partnership) D elaware
Anglesey Aluminium Limited U nited Kingdom
Kaiser Alumina Australia Corporation D elaware
Kaiser Aluminium International, Inc. D elaware
Kaiser Aluminum & Chemical Corporation D elaware
Kaiser Aluminum & Chemical of Canada Limited O ntario
Kaiser Bauxite Company N evada
Kaiser Bellwood Corporation D elaware
Kaiser Finance Corporation D elaware
Kaiser Jamaica Bauxite Company (partnership) J amaica
Kaiser Jamaica Corporation D elaware
Queensland Alumina Limited ueensland
Volta Aluminium Company Limited G hana
Principal  California South Carol ina
Domestic Los Angeles (City Greenwood
of Commerce) Engineer ed Products
Operations Engineered Greenwood
Products Engineer ed Products
and Oxnard Machine Shop
Administrative  Engineered Tennessee
Products -
Offices Pleasanton Jackson
(Partial List) R&D at the Center Engineer ed Products
for Technology, Texas
Administrative ~ -----
Offices Houston
Kaiser A luminum
Louisiana Corporat ion
--------- Headquar ters
Baton Rouge Sherman
Alumina Business Engineer ed Products
Unit Offices Virginia
Gramercy -
Alumina Richmond
Michigan Engineer ed Products
-------- Washington
Detroit -
(Southfield) Mead
Automotive Primary Aluminum,
Product Northwes t Engineering
Development and Center
Sales Richland
Ohio Engineer ed Products
- Tacoma
Canton* Primary Aluminum
Engineered Trentwood
Products Flat-Rol led Products
Cuyahoga Falls
(50%)*
Engineered
Products
Newark
Engineered
Products
Oklahoma



Engineered
Products
Pennsylvania

Erie (50%)*
Engineered
Products

* In separate announcements in early 1999, the @Gosnpaid it had signed agreements to sell itsestsrin the assets located at Canton,
Cuyahoga Falls, and Erie.

Principal  Australia Jamaica
Worldwide Queensland Alumina Alumina Pa rtners of
Limited (28.3%) Jamaica (6 5%)
Operations Alumina Bauxite, Alumina
(Partial List) Canada Kaiser Jam aica Bauxite
------ Company (4 9%)
Kaiser Aluminum & Bauxite
Chemical of Wales, Unit ed Kingdom
Canada Limited ~  -------—-- e
(100%) Anglesey A luminium
Engineered Limited (4 9%)
Products Primary Al uminum
Ghana

Volta Aluminium
Company Limited
(90%)

Primary Aluminum



KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S

MANAGEMENT'SDISCUSSIONANDRHNALYSISOFFINANCIALCONDITONANDRESULTSOP
ERATIONS

Kaiser Aluminum Corporation ("Kaiser" or the "Conmyd), through its wholly owned subsidiary, Kaiselufinum & Chemical Corporation
("KACC"), operates in all principal aspects of #laminum industry through the following businesgraents:

Bauxite and alumina, Primary aluminum, Flat-rolfgdducts and Engineered products. The Companyaupegtion of its bauxite, alumina,
and primary aluminum production for additional pgssing at certain of its downstream facilitiesetaégment transfers are valued at
estimated market prices. The table below provieéscsed operational and financial information asoasolidated basis with respect to the
Company for the years ended December 31, 1998, H9®@{71996. This information is presented in aedéht format from that used in prior
years as a result of the Company's adoption oéfant of Financial Accounting Standards No.131fd3ecember 31, 1998. Prior ye
information has been restated to conform to the @my's new presentation format. The following dditauld be read in conjunction with the
Company's consolidated financial statements andakbes thereto, contained elsewhere herein. See Nobf Notes to Consolidated Finan
Statements for further information regarding segmell references to tons refer to metric ton®¥04.6 pounds.)

Year Ended December 31,

(In millions of dollars, except shipments and price s) 1998 1997 1996
Shipments: (000 tons)
Alumina
Third Party 2,250.0 1,929.8 2,07 3.7
Intersegment 750.7 968.0 91 2.4
Total Alumina 3,000.7 2,897.8 2,98 6.1
Primary Aluminum
Third Party 263.2 327.9 35 5.6
Intersegment 162.8 164.2 12 8.3
Total Primary Aluminum 426.0 492.1 48 3.9
Flat-Rolled Products 235.6 247.9 20 4.8
Engineered Products 169.4 152.1 12 2.3
Average Realized Third Party Sales Price: (1)
Alumina (per ton) $ 197 $ 198 $ 195
Primary Aluminum (per pound) $ 071 $ 0.75 $ 0 .69
Net Sales:
Bauxite and Alumina
Third Party (includes net sales of bauxit e) $ 4727 $ 411.7 $ 43 1.0
Intersegment 135.8 201.7 19 4.1
Total Bauxite & Alumina 608.5 613.4 62 5.1
Primary Aluminum
Third Party 409.8 543.4 53 8.3
Intersegment 233.5 273.8 21 7.4
Total Primary Aluminum 643.3 817.2 75 5.7
Flat-Rolled Products 714.6 743.3 62 6.0
Engineered Products 581.3 581.0 50 4.4
Minority Interests 78.0 93.8 9 0.8
Eliminations (369.3) (475.5) (41 1.5)
Total Net Sales $ 22564 $ 23732 $ 2,19 0.5
Operating Income (Loss):
Bauxite & Alumina (2) $ 420 $ 542 $ 2 7.7
Primary Aluminum (2) 49.9 148.3 7 9.1
Flat-Rolled Products (2) (3) 70.8 28.2 3 5.3
Engineered Products (2) (3) 47.5 42.3 2 1.7
Micromill(TM) (4) (63.4) (24.5) 1 4.5)
Eliminations 8.9 (5.9) 8.3
Corporate (3) (65.1) (74.6) 5 9.8)
Total Operating Income $ 90.6 $ 168.0 $ 9 7.8
Net Income $ 6 $ 480 $ 8.2
Capital Expenditures $ 776 $ 1285 $ 16 15

(1) Average realized prices for the Company's-rolled products and Engineered products segmeats@rpresented as such prices



subject to fluctuations due to changes in produxt Average realized third party sales prices far@na and primary aluminum include the
impact of hedging activities.

(2) Fourth quarter 1998 results for the Bauxite aluthina, Primary aluminum, Flat-rolled productsl &ngineered products segments
included unfavorable strike-related impacts of agpnately $10.0, $24.0, $13.0, and $3.0, respelgtive

(3) Second quarter 1997 results included pre-taxges of $2.6, $12.5 and $4.6 related to restrungfwf operations for the Flat-rolled
products, Engineered products and Corporate seghrespectively.

(4) Fourth quarter 1998 results included a non-chsinge of $45.0 related to impairment of the CamyfsaMicromill assets.

This section contains statements which constitisievard-looking statements" within the meaningluf Private Securities Litigation Reform
Act of 1995. These statements appear in a numb@aoés in this section (see "Overview," "Resuft®perations,” "Liquidity and Capital
Resources" and "Other Matters"). Such statemembeadentified by the use of forward-looking tenwibgy such as "believes," "expects,"
"may," "estimates," "will," "should," "plans" or titicipates" or the negative thereof or other vésiat thereon or comparable terminology, or
by discussions of strategy. Readers are cautidradahy such forward-looking statements are notaguees of future performance and
involve significant risks and uncertainties, andtthctual results may vary materially from thoséhim forward-looking statements as a result
of various factors. These factors include the ¢iffeaess of management's strategies and decigiensral economic and business conditions,
developments in technology, year 2000 technologyeas, new or modified statutory or regulatory regmients and changing prices and
market conditions. This section and the Companyisual Report on Form 10-K each identify other festhat could cause such differences.
No assurance can be given that these are all dathers that could cause actual results to vanernaly from the forwar- looking
statements.

OVERVIEW
MARKET-RELATED FACTORS

The Company's operating results are sensitiveao@ébs in prices of alumina, primary aluminum, aatatitated aluminum products, and also
depend to a significant degree on the volume andofnall products sold and on KACC's hedging styas.

Primary aluminum prices have historically been sabjo significant cyclical price fluctuations. Seetes 1 and 10 of the Notes to
Consolidated Financial Statements for a discussiddACC's hedging activities.

During 1998, the Average Midwest United Statesdaation price ("AMT Price") per pound of primaryalinum experienced a steady
decline during the year, beginning the year in&® to $.75 range and ending the year in the I&0® $ange. During 1997, the AMT Price
remained in the $.75 to $.80 price range for that &leven months before declining to the low $attge in December. The AMT Price for
1996 remained fairly stable, generally in the $08.75 range, through June and then declined gitihi& second half of the year, reaching a
low of approximately $.65 per pound for October @99efore recovering late in the year.

Subsequent to December 31, 1998, the AMT Pricebasnued to decline. At February 26, 1999, the ARfice was approximately $.58.
LABOR MATTERS

Substantially all of KACC's hourly workforce at tgamercy, Louisiana, alumina refinery, Mead andohaa, Washington, aluminum
smelters, Trentwood, Washington, rolling mill, addwark, Ohio, extrusion facility were covered bgnaster labor agreement with the Uni
Steelworkers of America (the "USWA") which expired September 30, 1998. The parties did not reaggerement prior to the expiration
of the master agreement and the USWA chose testhik previously announced, in January 1999 KAC¢ided an offer by the USWA to
have the striking workers return to work at thefplants without a new agreement. KACC imposedk-taut to support its bargaining
position and continues to operate the plants vatared employees and other workers as it has $iecstrike began. Based on operating
results to date, the Company believes that a $igmf business interruption will not occur.

KACC and the USWA continue to communicate; howewerformal schedule for bargaining sessions has teeeloped at this time. The
objective of the Company has been, and continubs,tto negotiate a fair labor contract that isststent with its business strategy and the
commercial realities of the marketplace.

As a result of the USWA strike, the Company templyraurtailed three out of a total of eleven pods at its Mead and Tacoma, Washing
aluminum smelters at September 30, 1998. The &eoitpbtlines represent approximately 70,000 torenofual production capacity out of a
total combined production capacity of 273,000 tpesyear at the facilities. As previously announéedrebruary 1999, KACC began
restarting the two curtailed potlines at its Meatkler representing approximately 50,000 tons efaieviously idle capacity. KACC has also
announced that it has completed preparations tarte2D,000 tons of idle capacity at its TacomalsmeHowever, the timing for any restart
of the Tacoma potline has yet to be determinedwdiidiepend upon market conditions and other fact@osts associated with the prepare
and restart of the potlines at the Mead and Tadawilities are expected to adversely affect the Gany's first quarter results.

While the Company initially experienced an advestséke-related impact on its profitability in theurth quarter of 1998, the Company
currently believes that KACC's operations at tHeaéd facilities have been substantially stabiliaed will be able to run at, or near, full
capacity, and that the incremental costs assocwitbcbperating the affected plants during the dispvere eliminated or substantially
reduced as of January 1999 (excluding the impddtsearestart costs discussed above and the effexarket factors such as the contini



market-related curtailment at the Tacoma smelkégjvever, no assurances can be given that KACG3stefto run the plants on a sustained
basis, without a significant business interruptormaterial adverse impact on the Company's opeyaéisults, will be successful.

STRATEGIC INITIATIVES

The Company has previously disclosed that it ggtad of achieving $120.0 million of pre-tax costluetions and other profit improvements,
independent of metal price changes, with the fifilat planned to be realized in 1998 and beyondisueed against 1996 results. The
Company believes that KACC's operations had acHi¢lve run rate necessary to meet this objectiva poithe end of the third quarter of
1998, when the impact of such items as smelteratiperlevels, the USWA strike and foreign currenbgnges are excluded from the
analysis. Further, the Company believes that KA@E€implemented the steps that will allow it to airsthe stated goal over the long term.
The Company remains committed to sustaining tHe$fi20.0 million improvement and to generating &ddal profit improvements in future
years; however, no assurances can be given th&adimpany will be successful in this rege

In addition to working to improve the performanddl® Company's existing assets, the Company hastel significant efforts analyzing its
existing asset portfolio with the intent of focugiits efforts and capital in sectors of the indp#iat are considered most attractive, and in
which the Company believes it is well positioneatépture value. The initial steps of this processiited in the June 1997 acquisition of the
Bellwood extrusion facility, the May 1997 formatioh AKW L.P. ("AKW"), a joint venture that designsianufactures and sells heavy duty
aluminum wheels, the rationalization of certairited Company's engineered products operations @a@dmpany's investment to expand its
capacity for heat treat flat-rolled products aflitentwood, Washington, rolling mill. The restrudhg activities resulted in the Company
recording a net pre-tax charge of $19.7 milliodume 1997. See Notes 3 and 4 of Notes to Consefiddhancial Statements.

The portfolio analysis process also resulted inGbempany's fourth quarter 1998 decision to sedkagegjic partner for further development
and deployment of KACC's Micromill(TM) technologyZhile technological progress has been good, manageoconcluded that additional
time and investment would be required for suco@sgen the Company's other strategic priorities,@loenpany believes that introducing
added commercial and financial resources is theogpiate course of action for capturing the maxinlong term value. This change in
strategic course required a different accountiagtinent, and the Company correspondingly recordetba® million impairment charge to
reduce the carrying value of the Micromill assetgpproximately $25.0 million.

Another area of emphasis has been a continuingfonumanaging the Company's legacy liabilities. €renent of this process has been
actively pursuing claims in respect of insuranceetage for certain incurred and future environmiezdats. During the fourth quarter of
1998, KACC received recoveries totalling approxietat35.0 million related to current and futureicla against certain of its insurers.
Recoveries of $12.0 million were deemed to be alitesto previously accrued (expensed) items ane wedlected in earnings during the
fourth quarter of 1998. The remaining recoveriesensdfset against increases in the total amouenefronmental reserves. No assurance:
be given that the Company will be successful ireo#ditempts to recover incurred or future costsfother insurers or that the amount of any
recoveries received will ultimately be adequatedweer costs incurred. See Note 9 of Notes to Cagesteld Financial Statements.

Additional portfolio analysis and initiatives arentinuing.

In early 1999, the Company's program to focusfftats and capital in sectors of the industry whicbonsiders to be the most attractive, and
in which the Company believes it is well positiorteccapture value, has resulted in an agreemesgltone joint venture interest and a
separate agreement to purchase another. As prgvenusounced, in January 1999, KACC signed a lettémtent to sell its 50% interest in
AKW to its joint venture partner. The transactiarich would result in the Company recognizing assabtial gain, is currently expected to
close on or about March 31, 1999. However, asrdresaction is subject to negotiation of a defigitpurchase agreement, no assurances can
be given that this transaction will be consumma#dsio, in February 1999, as previously announcefiCK completed the acquisition of the
remaining 45% interest in Kaiser LaRoche Hydraterfeas, an alumina marketing venture, from itstj@enture partner for a cash purchase
price of approximately $10.0 million. See Note INotes to Consolidated Financial Statements.

VALCO OPERATING LEVEL

During most of 1998, the Company's 9@%ned Volta Aluminium Company Limited ("Valco") siter in Ghana operated only one of its 1
potlines, as compared to 1997, when Valco opeffai@dpotlines. Each of Valco's potlines producegragimately 40,000 tons of primary
aluminum per year. Valco received compensatioth@form of energy credits to be utilized over ldes half of 1998 and during 1999) from
the Volta River Authority ("VRA") in lieu of the peer necessary to run two of the potlines that veeiréailed during 1998. The compensat
substantially mitigated the financial impact of thetailment of such lines. Valco did not receiny @ompensation from the VRA for one
additional potline which was curtailed in Janua®®8. Based on Valco's proposed 1999 power allatdition the VRA, Valco has announc
that it expects to operate three lines during 199@. decision to operate at that level was basati@power allocation that Valco has
received from the VRA as well as consideration afket and other factors. As previously announced¢c&has notified the VRA that it
believes it had the contractual rights at the beigim of 1998 to sufficient energy to run four antkehalf potlines for the balance of the year.
Valco continues to seek compensation from the VRt vespect to the January 1998 reduction of itggraallocation. Valco and the VRA
also are in continuing discussions concerning atieters, including steps that might be taken tiuce the likelihood of power curtailments
in the future. No assurances can be given as tsubeess of these discussions.

RESULTS OF OPERATIONS

1998 AS COMPARED TO 1997



Summary - The Company reported net income of $libomi or $.01 per common share, for 1998 compaoeaet income of $48.0 million, or
$.57 per common share, for 1997. Net sales in 19@%d $2,256.4 million compared to $2,373.2 millin 1997.

Net income for 1998 included the effect of certaim-recurring items, including approximately $60.0lroil of pre-tax incremental expense
and the earnings impact of lost volume associatédawstrike by members of the USWA (more fullyaissed above), a $45.0 million peec
non-cash charge to reduce the carrying value o€tirapany's Micromill assets and an $8.3 million4gash tax benefit resulting from the
resolution of certain tax matters. Net income 897 included the effect of two essentially offsaitnon-recurring items: a $19.7 million pre-
tax restructuring charge and an approximate $12lbmnon-cash tax benefit related to settlementertain tax matters.

Bauxite and Alumina - Third party net sales of allarwere up 16% in 1998 as compared to 1997 priyndwie to a 17% increase in third
party shipments. The increase in 1998 third pdrigraents (and offsetting decrease in 1998 intereagishipments) resulted from reduced
shipments to Valco, due to the production curtaiitrreore fully discussed above and to a lesser extam fourth quarter strike-related
curtailment of three potlines at the Company's Waghn smelters. The average realized price fodtparty alumina sales was down only
slightly as the allocated net gains from the Comyfsanedging activities substantially offset thelohecin market prices related to the
Company's primary aluminum-linked customer salegregts. In addition to being impacted by the redushipments to Valco and the
Washington smelters as discussed above, intersegalels were adversely affected by a substantigetraelated decline in intersegment
average sales prices.

Segment operating income was essentially unchamgetding the impact of the approximate $11.0ionllof incremental strike-related
costs. The adverse impact of reduced intersegreatized prices was essentially offset by improvpeérating performance resulting from
higher production as well as lower energy costs.

Primary Aluminum - 1998 third party net sales dhpary aluminum were down 25% as compared to 198iguily as a result of a 20%
reduction in shipments, caused by the 1998 potlim&ailments at Valco and the Washington smeli#5% reduction in average realized
third party sales prices between 1998 and 199(taig lower market prices offset, in part, byoatited net gains from KACC's hedging
activities), also adversely impacted third party saes. Intersegment net sales were down approsiynE6% between 1998 and 1997. While
intersegment shipments were essentially unchargedthe prior year, average realized prices drofipeti4% reflecting lower market prices
for primary aluminum.

Segment operating income in 1998 was down sigmifigdrom 1997. The operating income impact of Yfaco potline curtailments was
partially mitigated by the compensation from theA/fRr two of the three curtailed potlines. In adidlit to the impact of the one
uncompensated potline curtailment at Valco, 1988Its were also negatively affected by the impaéthe potline curtailments at the
Company's Washington smelters, reduced averageeeéadrices (primarily on intersegment sales), an@dverse strike-related impact of
approximately $29.0 million.

Flat-Rolled Products - Net sales of flat-rolled ¢wiots decreased by 4% during 1998 as compare®fbd®a 5% reduction in product
shipments was modestly offset by the price impachanges in product mix. The mix of product shipitsen 1998 reflects a higher demand
for heat treat products, primarily in the firstthafl the year, offset by reduced can sheet shipsn@ndl an increased level of tolling, all as
compared to 1997.

Segment operating income increased significanth&i®8 primarily as a result of the increased denfantieat treat products in the first half
of 1998 and improved operating efficiencies. Segmesults for 1998 were particularly strong in ligii the unfavorable strike-related impact
of approximately $16.0 million. Segment results¥887 included a nonash charge recorded in the second quarter of il9&hnection wit|
restructuring activities.

Engineered Products - Net sales of engineered ptedere relatively flat year to year. An 11% irase in product shipments was effectively
offset by market-related reductions in productgsias well as by the price impact of changes idymbmix. The increase in year-over-year
shipments is in part due to the impact of the Camgjsaownership of the Bellwood extrusion facilityRRichmond, Virginia, for all of 1998
versus only half of 1997. This was, in part, offseta decline in year-over-year sales, attributabkhe AKW wheels joint venture formation
in May 1997 and reduced shipments caused by laffaudties at two major customers.

Segment operating income declined by approxima@®#yin 1998 as compared to 1997, excluding the 1®8#ax net charge related to
restructuring of operations and approximately $dillion of adverse incremental strike-related imipiacl998, as a result of the market
impact of the previously mentioned labor difficaltiat two major customers and due to an overaksiofy in demand, particularly in the
second half of the year.

Eliminations - Eliminations of intersegment profiry from period to period depending on fluctuasioam market prices as well as the amount
and timing of the affected segments' productionsalds.

Corporate and Other - Corporate operating experepessent corporate general and administrativeresggewhich are not allocated to the
Company's business segments. Excluding the 199fapreharge associated with the Company's restingtof operations, corporate
expenses were lower in 1998 than in 1997 primasha result of lower consulting and other coste@ated with the Company's ongoing
profit improvement program and portfolio reviewtiatives.



1997 AS COMPARED TO 1996

Summary - The Company reported net income of $48llbn, or $.57 per common share, for 1997 comgdoenet income of $8.2 million,
or $.00 per common share, for 1996. Net incomd 887 included the effect of two essentially offeettnon-recurring items: a $19.7 million
pre-tax restructuring and an approximate $12.5anilhon-cash tax benefit related to settlemenieofain tax matters. Net sales in 1997
totaled $2,373.2 million compared to $2,190.5 miilin 1996.

Bauxite and Alumina - Third party net sales of ailuanin 1997 decreased by 4% as compared to 198&#%sdecline in third party shipments
more than offset a 2% increase in average reafizeds. Third party shipment volumes were downaspared to 1996 as a result of the
timing of shipments and a 6% increase in intersegriransfers, primarily due to the operation in 298 an additional one-half of a potline at
Valco over the 1996 operating level. Intersegmetitsales increased by approximately 4% between 4886997 as a result of the
previously mentioned increase in intersegment saigmoffset by a 2% decline in intersegment prices.

Segment operating income improved substantialty9i®7 from 1996, despite the reduced level of shigmand certain increased costs in
resulting from a slowdown at the Company's 49%-aldaiser Jamaica Bauxite Company, prior to theismgof a new labor contract in
December 1997, primarily due to lower overall ogiatacosts.

Primary Aluminum -Third party net sales of primary aluminum wereonfy slightly in 1997 as compared to 1996 as a Béfeiase in averay
realized prices was substantially offset by an &dide in third party shipments. Intersegment adégswere up 26% year-over-year as a
result of a 28% increase in intersegment shipmeffgst, in part by a 2% decline in intersegmentgsi The change in intersegment shipn
of primary aluminum between 1996 and 1997 wastaitaible to increased requirements of the flat-dolad engineered products segments.

Segment operating income improved significantiE®®7 from 1996 as a result of the aforementionddme and price effects as well as
reduced power, raw material and supply costs apdaved operating efficiencies. Segment operaticgnme for 1997 also included $10.3
million related to the settlement of certain enesgyvice contract issues.

Flat-Rolled Products - Net sales of flat-rolled gwots in 1997 increased by 19% over 1996 levets 2% increase in product shipments was
only slightly offset by the pricing impact of chagin product mix. The increase in 1997 produgtrslents over 1996 was primarily the re

of the increased international shipments of camished increased shipments of heat treat prodeftesting in part, increased aerospace
demand.

Segment operating income in 1997 declined as dt rafsa second quarter pre-tax charge relateddtiueturing of operations together with
reduced profitability of international can shedesa

Engineered Products - Net sales of engineered ptedhcreased 15% year-year as a 24% increase in product shipments waislpaoffset
by the price impact of changes in product mix. Trfoeease in 1997 shipments over 1996 levels wasaily the result of the Company's Ji
1997 acquisition of the Bellwood extrusion facilityRichmond, Virginia, offset, in part, by the foation of AKW in May 1997.

Segment operating income improved substantially 986, despite a second quarter 1997 pre-taxhagge related to restructuring of
operations, as a result of the aforementioned veland product mix effects along with improved opiagaefficiencies.

Eliminations - Eliminations of intersegment proféry from period to period depending on fluctuasigm market prices as well as the amount
and timing of the affected segments' productionsalés.

Corporate and Other - Corporate operating resoitd997 included a second quarter pre-tax chargecaged with the Company's
restructuring of operations. Corporate operatingeases for the year ended December 31, 1997, ralkale consulting and other costs
associated with the Company's ongoing profit improent program and portfolio review initiatives.

LIQUIDITY AND CAPITAL RESOURCES

See Note 5 of Notes to Consolidated Financial Btates for a listing of the Company's indebtedneskiaformation concerning certain
restrictive debt covenants.

OPERATING ACTIVITIES

Cash provided by operating activities was $17045.& and $21.9 million in 1998, 1997 and 1996, eeipely. The improvement in cash
flows from operating activities between 1998 an@7.%as due primarily to a reduced investment inkimgy capital (excluding cash), the
receipt of $35.0 million of environmental insurameeoveries and the impact of current year regaksluding non-cash charges). The
improvement in cash flows from operating activitietween 1996 and 1997 was primarily due to higlaenings resulting from increased
product prices and increased sales of fabricatedyats partially offset by increased investmenvarking capital.

INVESTING ACTIVITIES



Total consolidated capital expenditures were $747188.5 and $161.5 million in 1998, 1997 and 1986pectively (of which $7.2, $6.6 and
$7.4 million were funded by the minority partnenscertain foreign joint ventures), and were madmairily to improve production efficienc
reduce operating costs, expand capacity at exifititities and construct or acquire new faciliti#stal consolidated capital expenditures are
currently expected to be between $70 and $90 mifer annum in each of 1999 through 2001 (of whigproximately 8% is expected to be
funded by the Company's minority partners in carfareign joint ventures). Management continuesvauate numerous projects, all of
which would require substantial capital, both ia thnited States and overseas. The level of capif@nditures may be adjusted from time to
time depending on the Company's price outlook fonary aluminum and other products, KACC's abitiiyassure future cash flows through
hedging or other means, the Company's financidtipnsand other factors.

A substantial portion of the increase in capitgdenditures in 1996 was attributable to the devekamrand construction of the Company's
proprietary Micromill technology for the productiof can sheet and other sheet products from matietal. During 1998, the Micromill
facility, near Reno, Nevada, commenced productrsaifs to customers, but the amount of such shipweas nominal. As previously
announced, in order to attempt to capture the maxinongterm value and given other strategic priorities, @ompany has decided to see¢
strategic partner for the further development agplayment of the Micromill technology. As more fulliscussed in Note 3 of Notes to
Consolidated Financial Statements, this chang&ategjic course required a different accountingttreent, and accordingly, the Company
recorded a $45.0 million non-cash charge to redueearrying value of the Micromill assets. Theae be no assurances regarding whether
the future development or deployment of the Micibtachnology will be successful.

FINANCING ACTIVITIES AND LIQUIDITY

The Company and KACC have a credit agreement (asded, the "Credit Agreement") under which KACG@lie to borrow by means of
revolving credit advances and letters of credittuf125.0 million) an aggregate amount equal ¢dlélsser of $325.0 million or a borrowing
base relating to eligible accounts receivable digibée inventory. The Credit Agreement, which nmrasiin August 2001, is guaranteed by the
Company and by certain significant subsidiarieKACC. The Credit Agreement requires KACC to compith certain financial covenants,
places significant restrictions on the Company IWA€C, and is secured by a substantial majorityhef Company's and KACC's assets. The
Credit Agreement does not permit the Company or KAQ pay any dividends on their common stock. KAS@atiblic indebtedness also
include various restrictions on KACC and its sulziés and repurchase obligations upon a Chan@wofrol.

As of December 31, 1998, the Company's total codesteld indebtedness was $963.0 million. No amowete outstanding under the
revolving credit facility of the Credit AgreemeitACC had $274.1 million of unused availability reimag under the Credit Agreement at
February 28, 1999, after allowances of $50.9 nmilfior outstanding letters of credit.

Management believes that the Company's existinly @ources, together with cash flows from openatiend borrowings under the Credit
Agreement, will be sufficient to satisfy its workjrcapital and capital expenditure requirementstfemext year. With respect to long-term
liquidity, management believes that operating dish, together with the ability to obtain both shand long-term financing, should provide
sufficient funds to meet the Company's working ta@ind capital expenditure requirements.

CAPITAL STRUCTURE

MAXXAM Inc. ("MAXXAM") and one of its wholly ownedsubsidiaries collectively own approximately 63%ttd Company's Common
Stock, with the remaining approximately 37% of @@mpany's Common Stock being publicly held. Certdithe shares of the Company's
Common Stock beneficially owned by MAXXAM are sutdj¢o certain pledge agreements. See Note 8 ofsNot€onsolidated Financial
Statements for a further description of the plealgeements.

During August 1997, the remaining 8,673,850 shafesitstanding PRIDES were converted into 7,227 % es of the Company's Comn
Stock pursuant to the PRIDES Certificate of Dedligna. See Note 8 of Notes to Consolidated Findust@tements.

The Company has an effective "shelf" registrati@mtesnent covering the offering from time to timeupfto $150.0 million of equity
securities. Any such offering will only be maderbgans of a prospectus. The Company also has artiedféshelf" registration statement
covering the offering of up to 10,000,000 sharethefCompany's Common Stock that are owned by MAXXAhe Company will not
receive any of the net proceeds from any transaatitiated by MAXXAM pursuant to this registratictatement.

See Note 8 of Notes to Consolidated Financial Statents.
COMMITMENTS AND CONTINGENCIES

The Company and KACC are subject to a number of@emmental laws, to fines or penalties assessedlfeged breaches of the
environmental laws, and to claims and litigatiosdmhupon such laws. KACC currently is subject tumber of lawsuits and, along with
certain other entities, has been named as a paltgngsponsible party for remedial costs at carthird-party sites listed on the National
Priorities List under CERCLA. Based on the Compsueyirrent evaluation of these and other environaienatters, the Company has
established environmental accruals of $50.7 milibDecember 31, 1998.

KACC is also a defendant in a number of lawsuitee of which involve claims of multiple personswihich the plaintiffs allege that certain
of their injuries were caused by, among other thimxposure to asbestos during, and as a restitteif employment or association w



KACC or exposure to products containing asbestodipred or sold by KACC. The lawsuits generallytesta products KACC has not sold
for at least 20 years. Based on past experienceeastnably anticipated future activity, the Comphas established a $186.2 million acci
for estimated asbestos-related costs for clairad find estimated to be filed through 2008, beforesicleration of insurance recoveries.
However, the Company believes that substantialveies from insurance carriers are probable. Thagamy reached this conclusion based
on prior insurance-related recoveries in respeasbgstos-related claims, existing insurance galiand the advice of outside counsel with
respect to applicable insurance coverage law ngjat the terms and conditions of these policiexotdingly, the Company has recorded an
estimated aggregate insurance recovery of $154lm{determined on the same basis as the asbestited cost accrual) at December 31,
1998. Although the Company has settled asbestasetbtoverage matters with certain of its insurargzeers, other carriers have not yet
agreed to settlements. The timing and amount aféutecoveries from these carriers will dependhenpiace of claims review and processing
by such carriers and on the resolution of any depregarding coverage under such policies thatariag.

While uncertainties are inherent in the final omeoof these matters and it is presently impossibietermine the actual costs that ultimately
may be incurred and insurance recoveries that aléim may be received, management currently bediéivat the resolution of these
uncertainties and the incurrence of related costisof any related insurance recoveries, shouldhave a material adverse effect on the
Company's consolidated financial position, resoftgperations, or liquidity.

In connection with the USWA strike and subsequéotK-out" by KACC, certain allegations of unfaiblar practices ("ULPs") have been
filed with the National Labor Relations Board by tHSWA and its members. KACC has responded taiah sllegations and believes that
they are without merit. If the allegations weretaireed, KACC could be required to make locked-ounpkyees whole for back wages from
the date of the lock-out in January 1999. Whileastainties are inherent in the final outcome otsomatters, the Company believes that the
resolution of the alleged ULPs should not resuli material adverse impact on the Company's fimdupoisition, results of operations, or
liquidity.

See Note 9 of Notes to Consolidated Financial Btates for a more detailed discussion of these wgeaticies and the factors affecting
management's beliefs. See also "Overview."

OTHER MATTERS
YEAR 2000 READINESS DISCLOSURE

The Company utilizes software and related technefothiroughout its business that will be affectgdHe date change to the year 2000. T
may also be technology embedded in certain of jugpenent owned or used by the Company that is gtikbe to the year 2000 date change
as well. The Company has implemented a company-prioigram to coordinate the year 2000 efforts oinitsvidual business units and to
track their progress. The intent of the progratoisiake sure that critical items are identifiedaosufficiently timely basis to assure that the
necessary resources can be committed to addresaatayial risk areas that could prevent the Comisasystems and assets from being able
to meet the Company's business needs and objectigas 2000 progress and readiness has also besulfect of the Company's normal,
recurring internal audit function.

Each of the Company's business units has developésicompleting, year 2000 plans specificallyorad to their individual situations. A
wide range of solutions is being implemented, ideig modifying existing systems and, in limited eaisvhere it is cost effective, purchasing
new systems. Total spending related to these gspjedich began in 1997 and is expected to contihrgugh 1999, is currently estimated to
be in the $10-15 million range. Approximately haffthe year 2000 expenditures are expected to lue miaring 1999. System modification
costs are being expensed as incurred. Costs ategbeiath new systems are being capitalized andbeilamortized over the life of the
product. The Company has established an interrelagdaving all necessary system changes in @adaested by mid-year 1999. The
Company plans to commit the necessary resouramgéb this deadline.

In addition to addressing the Company's internalesys, the company-wide program involves identificaof key suppliers, customers, and
other third-party relationships that could be intpddy year 2000 issues. A general survey has ta@stucted of the Company's supplier and
customer base. Direct contact has been madejropisgress, with parties which are deemed to becodarly critical including financial
institutions, power suppliers, and customers, wittich the Company has a material relationship.

Each business unit, including the corporate gr@igeveloping a contingency plan covering the stepswould be taken if a year 2000
problem were to occur despite the Company's bésteto identify and remediate all critical atkigems. Each contingency plan will
address, among other things, matters such asatftersuppliers for critical inputs, incrementarstby labor requirements at the millennium
to address any problems as they occur, and badkgesgsing capabilities for critical equipment cogesses. The goal of the contingency
plans will be to minimize any business interrupti@md the associated financial implications.

While the Company believes that its program isisigffit to identify the critical issues and assamilatosts necessary to address possible year
2000 problems in a timely manner, there can bessarances that the program, or underlying stepkemamnted, will be successful in

resolving all such issues by the Company's mid-1§89 or prior to the year 2000. If the steps takgithe Company (or critical third parties)
are not made in a timely manner, or are not sutddssidentifying and remediating all significapéar 2000 issues, business interruptions or
delays could occur and could have a material adviemrpact on the Company's results and financiatlitimm. However, based on the
information the Company has gathered to date am@€tmpany's expectations of its ability to remed@bblems encountered, the Company
currently believes that significant business intptions that would have a material impact on then@any's results or financial condition will
not be encountere



RECENT ACCOUNTING PRONOUNCEMENTS

The Company adopted Statement of Financial Accogr8itandards No. 130, Reporting Comprehensive 1Bq88FAS No. 130") as of
January 1, 1998. SFAS No. 130 requires the pretsemtaf an additional income measure (termed "cahpnsive income"), which adjusts
traditional net income for certain items that poerly were only reflected as direct charges totgdqauch as minimum pension liabilities).

Statement of Financial Accounting Standards No, 288ounting for Derivative Instruments and Hedghugivities ("SFAS No. 133") was
issued in June 1998 and requires companies to mexogll derivative instruments as assets or litgsl in the balance sheet and to measure
those instruments at fair value. SFAS No. 133 rhasadopted by the Company no later than Janu&®QQ, although earlier application is
permitted. The Company is currently evaluating tamd when to implement SFAS No. 133.

Currently, the dollar amount of the Company's caghpnsive income adjustments is not significanhsoetis not a significant difference
between "traditional" net income and comprehensigeme. However, differences between compreheriso@mme and traditional net income
may become significant in future periods as a tefubFAS No. 133. As discussed more fully in Nateend 10 of Notes to Consolidated
Financial Statements, the intent of the Compargtigimg program is to "lock-in" a price (or rangepotes) for products sold/used so that
earnings and cash flows are subject to reducedfigklatility. Under SFAS No. 133, the CompanyMaié required to "mark-to-market" its
hedging positions at each period end in advancefigicting the physical transaction to which thedeerelates. Pursuant to SFAS No. 130,
the Company will reflect changes in the fair vatfiéts open hedging positions as an increase aratézh in stockholders' equity through
comprehensive income. Under SFAS No. 130, the itngfabe changes in fair value of financial instemts will reverse out of
comprehensive income (net of any fluctuations heot'open” positions) and will be reflected in fteshal net income when the subsequent
physical transaction occurs.

The combined effect of SFAS No's. 130 and 133 m8llt in fluctuations in comprehensive income sitmtkholders' equity in periods of
price volatility, despite the fact that the Compargash flow and earnings will be "fixed" to theaeax hedged. The amount of such
fluctuations could be significant.

INCOME TAX MATTERS

The Company's net deferred income tax assets@eagfmber 31, 1998, were $378.2 million, net of atibn allowances of $107.7 million.
The Company believes a long-term view of profitiapils appropriate and has concluded that theseefetred income tax assets will more
likely than not be realized. See Note 6 of Note€dmsolidated Financial Statements for a discussighese and other income tax matt



KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIEREPORTOFINDEPENDENTPUBLRACCO
UNTANTS

To the Stockholders and the Board of Directors aiskr Aluminum Corporation:

We have audited the accompanying consolidated balsineets of Kaiser Aluminum Corporation (a Delanarporation) and subsidiaries as
of December 31, 1998 and 1997, and the relateemstatts of consolidated income (loss) and cash ffowsach of the three years in the
period ended December 31, 1998. These financi@retats are the responsibility of the Company'sagament. Our responsibility is to
express an opinion on these financial statemersisdoan our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of Kaiser Aluminum
Corporation and subsidiaries as of December 318 898 1997, and the results of their operationstlagid cash flows for each of the three
years in the period ended December 31, 1998, ifocmity with generally accepted accounting prinegp

ARTHUR ANDERSEN LLP

Houston, Texas
February 28, 1999

KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
CONSOLIDATEDBALANCESHEETS

December 31,

(In millions of dollars, except share amounts) 1998 1997
ASSETS
Current assets:
Cash and cash equivalents $ 98.3 $ 15.8
Receivables:
Trade, less allowance for doubtful receiv ables
of $6.2 in 1998 and $5.8 in 1997 170.1 232.9
Other 112.6 107.3
Inventories 543.5 568.3
Prepaid expenses and other current assets 105.5 121.3
Total current assets 1,030.0 1,045.6
Investments in and advances to unconsolidated affil iates 128.3 148.6
Property, plant, and equipment - net 1,108.7 1,171.8
Deferred income taxes 377.9 330.6
Other assets 346.0 317.3
Total $ 29909 $ 3,013.9

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable $ 1733 $ 176.2
Accrued interest 37.3 37.6
Accrued salaries, wages, and related expenses 73.8 97.9
Accrued postretirement medical benefit obligat ion -
current portion 48.2 45.3
Other accrued liabilities 148.3 145.6
Payable to affiliates 77.1 82.7
Long-term debt - current portion 4 8.8
Total current liabilities 558.4 594.1
Long-term liabilities 532.9 491.9
Accrued postretirement medical benefit obligation 694.3 720.3
Long-term debt 962.6 962.9
Minority interests 123.5 127.7

Commitments and contingencies
Stockholders' equity:



Common stock, par value $.01, authorized 100,0 00,000
shares; issued and outstanding, 79,153,54 3 and
78,980,881 in 1998 and 1997 .8 .8
Additional capital 535.4 533.8
Accumulated deficit (417.0) (417.6)
Total stockholders' equity 119.2 117.0
Total $ 29909 $ 3,013.9

The accompanying notes to consolidated financééstents are an integral part of these statements.

KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANISESTATEMENTSOFCONSOLIDATEDICO
ME

(LOSS)
Year Ended December 31,

(In millions of dollars, except share amounts) 1998 1997 1996
Net sales $ 22564 $ 23732 $ 2,19 0.5
Costs and expenses:

Cost of products sold 1,906.2 1,951.2 1,85 7.5

Depreciation and amortization 99.1 102.5 10 7.6

Selling, administrative, research and developm ent,

and general 115.5 131.8 12 7.6

Impairment of Micromill(TM) assets/restructuri ng of

operations 45.0 19.7 -

Total costs and expenses 2,165.8 2,205.2 2,09 2.7
Operating income 90.6 168.0 9 7.8
Other income (expense):

Interest expense (110.0) (110.7) 9 3.4)

Other - net 35 3.0 ( 2.7)
Income (loss) before income taxes and minority inte rests (15.9) 60.3 1.7
Benefit (provision) for income taxes 16.4 (8.8) 9.3
Minority interests 1 (3.5) ( 2.8)
Net income .6 48.0 8.2
Dividends on preferred stock - (5.5) ( 8.4)
Net income (loss) available to common shareholders $ 6 $ 425 $ (.2)
Earnings per share:

Basic $ 01 3 57 $ .00

Diluted $ 01 $ 57 $ .00
Weighted average shares outstanding (000):

Basic 79,115 74,221 71, 644

Diluted 79,156 74,382 71,

The accompanying notes to consolidated financééstients are an integral part of these staterr



KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
STATEMENTSOFCONSOLIDATEDCASHFLOWS

Year Ended December 31,
(In millions of dollars) 1998 1997 1996
Cash flows from operating activities:
Net income $ .6 48.0 $ 8.2
Adjustments to reconcile net income to net cas h provided by
operating activities:
Depreciation and amortization (inclu ding deferred
financing costs) 103.0 108.6 113.2
Impairment of Micromill assets/restr ucturing of
operations 45.0 19.7 -
Non-cash benefit for income taxes (8.3) (12.5) -
Equity in (income) loss of unconsoli dated affiliates,
net of distributions A 7.8 3.0
Minority interests (.1) 3.5 2.8
Decrease (increase) in receivables 61.5 (92.1) 51.8
Decrease (increase) in inventories 24.8 (9.3) (36.5)
Decrease (increase) in prepaid expen ses and other
assets 2.5 7.8 (39.5)
(Decrease) increase in accounts paya ble and accrued
interest 3.2) (11.5) 8.8
Decrease in payable to affiliates an d accrued
liabilities (41.6) (19.6) (62.9)
Decrease in accrued and deferred inc ome taxes (26.2) (17.4) (36.5)
Other 12.6 12.0 9.5
Net cash provided by operating activities 170.7 45.0 21.9
Cash flows from investing activities:
Additions to property, plant, and equipment (77.6) (128.5) (161.5)
Other 3.2 19.9 17.2
Net cash used for investing act ivities (74.4) (108.6) (144.3)
Cash flows from financing activities:
Repayments under revolving credit facility, ne t - - (13.1)
Borrowings of long-term debt - 19.0 225.9
Repayments of long-term debt (8.9) (8.8) (9.0)
Incurrence of financing costs (.6) (.9) (6.2)
Dividends paid - (4.2) (10.5)
Capital stock issued 1 4 -
Decrease (increase) in restricted cash, net 4.3 (5.3) -
Redemption of minority interests' preference s tock 8.7) (2.1) (5.3)
Net cash (used for) provided by financing
activities (13.8) (1.9) 181.8
Net increase (decrease) in Cash and cash equivalent s during the year (65.5) 59.4
Cash and cash equivalents at beginning of year 15.8 81.3 21.9
Cash and cash equivalents at end of year $ 98.3 $ 15.8 $ 81.3
Supplemental disclosure of cash flow information:
Interest paid, net of capitalized interest $ 106.3 $ 102.7 $ 84.2
Income taxes paid 16.8 24.4 22.7
Tax allocation payments to MAXXAM Inc. - 11.8 1.1

The accompanying notes to consolidated financédéstients are an integral part of these staterr



KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In millions of dollars, except share amounts)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include taements of Kaiser Aluminum Corporation ("Kaiser'the "Company") and its majority
owned subsidiaries. The Company is a subsidiaiAKXAM Inc. ("MAXXAM") and conducts its operationghrough its wholly owned
subsidiary, Kaiser Aluminum & Chemical Corporati@ACC"). KACC operates in all principal aspectstbé aluminum industry-the
mining of bauxite (the major aluminum bearing oth} refining of bauxite into alumina (the internad material), the production of primary
aluminum, and the manufacture of fabricated and-$¢ainicated aluminum products. Kaiser's productmrels of alumina and primary
aluminum exceed its internal processing needs,wdéllows it to be a major seller of alumina andnaty aluminum to domestic and
international third parties (see Note 11).

The preparation of financial statements in accardamith generally accepted accounting principlegiires the use of estimates and
assumptions that affect the reported amounts etsssd liabilities, disclosure of contingent assetd liabilities known to exist as of the date
the financial statements are published, and therteg amounts of revenues and expenses duringpleeting period. Uncertainties, with
respect to such estimates and assumptions, aneirthie the preparation of the Company's consa@ddihancial statements; accordingly, i
possible that the actual results could differ frih@se estimates and assumptions, which could henagexial effect on the reported amounts
of the Company's consolidated financial positiod eesults of operation.

Investments in 50%-or-less-owned entities are asulifor primarily by the equity method. Intercompdalances and transactions are
eliminated.

Certain reclassifications of prior-year informati@ere made to conform to the current presentation.

CASH AND CASH EQUIVALENTS
The Company considers only those short-term, hiiglyid investments with original maturities of 8@ys or less to be cash equivalents.

INVENTORIES

Substantially all product inventories are stateldsttin, first-out ("LIFO") cost, not in excess mfarket value. Replacement cost is not in
excess of LIFO cost. Other inventories, principalberating supplies and repair and maintenancs,Ea# stated at the lower of average cost
or market. Inventory costs consist of materialptaland manufacturing overhead, including deprematinventories consist of the following:

December 31,

1998 1997
Finished fabricated products $ 1124 $ 103.9
Primary aluminum and work in process 205.6 226.6
Bauxite and alumina 109.5 108.4
Operating supplies and repair and maintenance parts 116.0 129.4

$ 5435 $ 568.3

DEPRECIATION

Depreciation is computed principally by the strailjhe method at rates based on the estimated lusefa of the various classes of assets.
The principal estimated useful lives of land immments, buildings, and machinery and equipmen8 aoe25 years, 15 to 45 years, and 10 to
22 years, respectively.

STOCK-BASED COMPENSATION

The Company applies the intrinsic value methodctmant for a stock-based compensation plan wherebpensation cost is recognized
only to the extent that the quoted market pricthefstock at the measurement date exceeds the aamoemployee must pay to acquire the
stock. No compensation cost has been recognizetiifoplan as the stock options granted in 19981&8%Y were at the market price. No st
options were granted in 1996. (See Note 7).

OTHER INCOME (EXPENSE)

Other expense in 1998, 1997, and 1996, includes7$$8.8, and $3.1 of piax charges related principally to establishingitaitkl litigation
reserves for ashestos claims net of estimated gg@grénsurance recoveries pertaining to operatidrish were discontinued prior to the
acquisition of the Company by MAXXAM in 1988. Othecome in 1998 includes $12.0 attributable to iagge recoveries related to certain
incurred environmental costs. (See Note



DEFERRED FINANCING COSTS
Costs incurred to obtain debt financing are deteard amortized over the estimated term of theéaelborrowing. Amortization of $3.9, $6
and $5.6 is included in interest expense for theyended December 31, 1998, 1997, and 1996, tesgec

FOREIGN CURRENCY
The Company uses the United States dollar as tisti@unal currency for its foreign operations.

DERIVATIVE FINANCIAL INSTRUMENTS

Hedging transactions using derivative financiatrumsments are primarily designed to mitigate KACE&xposure to changes in prices for
certain of the products which KACC sells and conssimnd, to a lesser extent, to mitigate KACC's supoto changes in foreign currency
exchange rates. KACC does not utilize derivatimaricial instruments for trading or other specutapurposes. KACC's derivative activities
are initiated within guidelines established by ngeraent and approved by KACC's and the Company'sibad directors. Hedging
transactions are executed centrally on behalflafféf{ ACC's business segments to minimize transaatiosts, monitor consolidated net
exposures and allow for increased responsivenaedsatages in market factors.

Most of KACC's hedging activities involve the udeoption contracts

(which establish a maximum and/or minimum amouriidgaid or received)

and forward sales contracts (which effectivelydidock-in the amount KACC will pay or receive). @m contracts typically require the
payment of an up-front premium in return for thghtito receive the amount (if any) by which thecerat the settlement date exceeds the
strike price. Any interim fluctuations in pricesqrto the settlement date are deferred until #tesnent date of the underlying hedged
transaction, at which point they are reflectedahsales or cost of sales (as applicable) togettibrthe related premium cost. Forward sales
contracts do not require an up-front payment aedsattled by the receipt or payment of the amowuntttich the price at the settlement date
varies from the contract price. No accounting reitbon is accorded to interim fluctuations in psocef forward sales contracts.

KACC has established margin accounts and creditdimith certain counterparties related to opemviod sales and option contracts. When
unrealized gains or losses are in excess of st dimits, KACC is entitled to receive advancesnfi the counterparties on open positions or
is required to make margin deposits to counterpsris the case may be. At December 31, 1998, Ki#gtiGeceived $9.9 of margin advan
from counterparties. At December 31, 1997, KACC heither received nor made any margin deposits.agament considers credit risk
related to possible failure of the counterpartteperform their obligations pursuant to the defxatontracts to be minimal.

Deferred gains or losses as of December 31, 1988neuded in Prepaid expenses and other curssetsand Other accrued liabilities (See
Note 10).

FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company estimates the fair value of its outitapindebtedness to be $950.0 and $1,020.0 atrbte=e31, 1998 and 1997, respectively,
based on quoted market prices for KACC's 9-7/8%@eéotes due 2002 (the "9-7/8% Notes"), 3/2% Senior Subordinated Notes due 2
(the "12-3/4% Notes"), and 10-7/8% Senior Notes 20@6 (the "10-7/8% Notes"), and the discountedriutash flows for all other
indebtedness, using the current rate for debtroilai maturities and terms. The Company believasttie carrying amount of other financial
instruments is a reasonable estimate of theivtdire, unless otherwise noted.

EARNINGS PER SHARE

Basic - Earnings per share is computed by dedugtiefiprred stock dividends from net income (loas)rider to determine net income (loss)
available to common shareholders. This amountes thivided by the weighted average number of comshames outstanding during the
period, including the weighted average impact efshares of common stock issued during the year fhe@ date(s) of issuance.

Diluted - Diluted earnings per share for the yearded December 31, 1998, and 1997 include thewdileffect of outstanding stock options
(41,000 and 161,000 shares, respectively). Thedtmgfaoutstanding stock options was excluded froendomputation for the year ended
December 31, 1996, as its effect would have begdilaive. The Company's 8.255% PRIDES, ConvediBteferred Stock ("PRIDES"),
outstanding as of December 31, 1996, have not treated "as if" converted for purposes of the [@idutomputation in the period ended
December 31, 1996, as such treatment would have dsailutive.

LABOR RELATED COSTS

The Company is currently operating five of its U&ilities with salaried employees and other weskas a result of the September 30, 1998,
strike by the United Steelworkers of America (USWakd the subsequent "lock-out" by the Company mudey 1999. For purposes of
computing the benefit related costs and liabiliteebe reflected in the accompanying consolidaiteaiicial statements for the year ended
December 31, 1998 (such as pension and other postrent benefit costs/liabilities), the Company hased its accruals on the terms of the
previously existing (expired) USWA contract. Anyfdiences between the amounts accrued and the asnaltimately agreed to during the
collective bargaining process will be reflecteduture results during the term of any new contract.

All incremental operating costs incurred as a tesiuthe USWA strike and subsequent lockout aradexpensed as incurred. Such costs
totaled approximately $50.0 during 1998 (approxeha$40.0 of which were incurred in the fourth dear. The Company's fourth quarter
1998 results also reflect reduced profitabilityapproximately $10.0 resulting from the strikedated curtailment of three potlines (represel
approximately 70,000 tons* of annual capacityhatCompany's Mead and Tacoma, Washington, smeltersertain other shipment delays
experienced at the other affected facilities atathieset of the USWA strike



2. INVESTMENTS IN AND ADVANCES TO UNCONSOLIDATED AFILIATES

Summary combined financial information is providedlow for unconsolidated aluminum investments, nodsthich supply and process raw
materials. The investees are Queensland Aluminatedhf"QAL") (28.3% owned), Anglesey Aluminium Lited ("Anglesey") (49.0%
owned), and Kaiser Jamaica Bauxite Company (49.@%ed). The equity in income (loss) before incomesaof such operations is treate:
a reduction (increase) in cost of products soldDétember 31, 1998 and 1997, KACC's net receiviabia these affiliates were not material.
The summary combined financial information for ylears ended December 31, 1998 and 1997, also wsrited balances and results of Al
L.P.("AKW") (50.0% owned), an aluminum wheels joint

* All references to tons in this report refer totneetons of 2,204.6 pounds.

venture formed with a third party in May 1997. (Dé&ste 4). During early 1999, the Company signeeti@t of intent to sell its interest in
AKW. (See Note 12).

SUMMARY OF COMBINED FINANCIAL POSITION

December 31,

1998 1997
Current assets $ 356.0 $ 393.0
Long-term assets (primarily property, plant, and eq uipment, net) 393.9 395.0
Total assets $ 7499 $ 788.0
Current liabilities $ 922 % 117.1
Long-term liabilities (primarily long-term debt) 396.6 400.8
Stockholders' equity 261.1 270.1
Total liabilities and stockholders' equity $ 7499 $ 788.0

SUMMARY OF COMBINED OPERATIONS

Year Ended December 31,

1998 1997 1996
Net sales $ 659.2 $ 644.1 $ 660.5
Costs and expenses (651.7) (637.8) (631.5)
Provision for income taxes 2.7 (8.2) (8.7)
Net income (loss) $ 48 $ 1.9 % 20.3
Company's equity in income $ 54 % 29 % 8.8
Dividends received $ 55 §$ 10.7 $ 11.8

The Company's equity in income differs from the many net income (loss) due to varying percentageeoships in the entities and equity
method accounting adjustments. At December 31, 1RB&C's investment in its unconsolidated affileexceeded its equity in their net
assets by approximately $18.2 which amount wilfully amortized over the next two years. Amortipatiof the excess investment totaling
$10.0, $11.4, and $11.6 is included in Depreciatind amortization for the years ended Decembet 348, 1997, and 1996, respectively.

The Company and its affiliates have interrelateerapons. KACC provides some of its affiliates watrvices such as financing,
management, and engineering. Significant activitigh affiliates include the acquisition and prosiag of bauxite, alumina, and primary
aluminum. Purchases from these affiliates were $23245.2, and $281.6 in the years ended Deceg&iher998, 1997, and 1996,
respectively.

3. PROPERTY, PLANT, AND EQUIPMENT

The major classes of property, plant, and equipraents follows:



December 31,

1998 1997
Land and improvements $ 1641 $ 163.9
Buildings 229.5 228.3
Machinery and equipment 1,549.5 1,529.1
Construction in progress 43.8 51.2
1,986.9 1,972.5
Accumulated depreciation (878.2) (800.7)
Property, plant, and equipment, net $ 11087 $ 1,171.8

During the fourth quarter of 1998, KACC decidedsérk a strategic partner for further developmedtdeployment of its Micromill(TM)
technology. While technological progress has bemidgmanagement concluded that additional timeimestment will be required to
achieve commercial success. Given the Companyes sthategic priorities, the Company believes Hratging in added commercial and
financial resources is the appropriate course bador capturing the maximum long-term value. §bhange in strategic course required a
different accounting treatment, and the Companyespondingly recorded a $45.0 impairment chargedace the carrying value of the
Micromill assets to approximately $25.0.

During June 1997, Kaiser Bellwood Corporation, wiggormed, wholly owned subsidiary of KACC, comtad the acquisition of Reynolds
Metals Company's Richmond, Virginia, extrusion pland its existing inventories for a total purchpsee of $41.6, consisting of cash
payments of $38.4 and the assumption of approxign$82 of employee related and other liabilitiepon completion of the transaction,
Kaiser Bellwood Corporation became a subsidiaryrguar under the indentures in respect of the 9M®tes, 10-7/8% Notes, and the 12-
3/4% Notes. (See Note 5.)

4. RESTRUCTURING OF OPERATIONS

During the second quarter of 1997, the Companyrdszba $19.7 restructuring charge to reflect asttaken and plans initiated to achieve
reduced production costs, decreased corporataegeaiieneral and administrative expenses, and eatlgroduct mix. The significant
components of the restructuring charge were: ffi¢tdoss of approximately $1.4 as a result of tharibution of certain net assets of KACC's
Erie, Pennsylvania, fabrication plant in connectidth the formation of AKW and the subsequent decio close the remainder of the Erie
plant in order to consolidate its forging operasiamo two other facilities; (ii) a charge of $1@6sociated with asset dispositions regarding
product rationalization and geographical optimatiand (iii) a charge of approximately $2.7 foné#t and other costs associated with the
consolidation or elimination of certain corporatelather staff functions.

5. LONG-TERM DEBT

Long-term debt and its maturity schedule are devid:

2004 December 31,
and 1998 1997
1999 2000 2001 2002 2003 After Total Total
Credit Agreement - -
9-7/8% Senior Notes due 2002, net $ 2244 $ 2244 % 224.2
10-7/8% Senior Notes due 2006, net $ 225.7 225.7 225.8
12-3/4% Senior Subordinated Notes due
2003 $ 400.0 400.0 400.0
Alpart CARIFA Loans - (fixed and
variable rates) due 2007, 2008 60.0 60.0 60.0
Other borrowings (fixed and variable
rates) $ 4% 3% 3 3 .3 513 529 61.7
Total $ 43 3%  .3$ 224.7% 400.3$ 337.0 963.0 971.7
Less current portion 4 8.8
Long-term debt $ 962.6 $ 962.9
CREDIT AGREEMENT

In February 1994, the Company and KACC enteredamtoedit agreement (as amended, the "Credit Ageagwhich provides a $325.0
secured, revolving line of credit through Augus020KACC is able to borrow under the facility by ams of revolving credit advances and
letters of credit (up to $125.0) in an aggregateamh equal to the lesser of $325.0 or a borrowiagglrelating to eligible accounts receive



and eligible inventory. As of February 28, 199974824 (of which $74.1 could have been used fordeté credit) was available to KACC
under the Credit Agreement. The Credit Agreemeunhonditionally guaranteed by the Company anddstain significant subsidiaries of
KACC. Interest on any outstanding balances willr@epremium (which varies based on the resultsfofancial test) over either a base rat
LIBOR, at KACC's option.

LOAN COVENANTS AND RESTRICTIONS

The Credit Agreement requires KACC to comply wientain financial covenants and places restrictumghe Company's and KACC's abil
to, among other things, incur debt and liens, makestments, pay dividends, undertake transactigtisaffiliates, make capital expenditur
and enter into unrelated lines of business. TheliCAgreement is secured by, among other thingsnéirtgages on KACC's major domestic
plants

(excluding KACC's Gramercy alumina plant and Micibfacility); (ii)

subject to certain exceptions, liens on the aceoretdeivable, inventory, equipment, domestic patantl trademarks, and substantially all
other personal property of KACC and certain ofitbsidiaries; (iii) a pledge of all the stock of K& owned by Kaiser; and (iv) pledges of
all of the stock of a number of KACC's wholly owngéamestic subsidiaries, pledges of a portion ofstieek of certain foreign subsidiaries,
and pledges of a portion of the stock of certairiplly owned foreign affiliates.

The obligations of KACC with respect to its 9-7/8%tes, its 10-7/8% Notes and its 12-3/4% Notegyasganteed, jointly and severally, by
certain subsidiaries of KACC. The indentures gowegnhe 9-7/8% Notes, the 10-7/8% Notes and th8/42 Notes (collectively, the
"Indentures") restrict, among other things, KAC&hility to incur debt, undertake transactions vaffiliates, and pay dividends. Further, the
Indentures provide that KACC must offer to purchmee9-7/8% Notes, the 10-7/8% Notes and the 12 3btes, respectively, upon the
occurrence of a Change of Control (as defined thgrand the Credit Agreement provides that theuoence of a Change in Control (as
defined therein) shall constitute an Event of Défthereunder.

Under the most restrictive of the covenants inGhedit Agreement, neither the Company nor KACC ety is permitted to pay dividends
on its common stock.

In December 1991, Alumina Partners of Jamaica @A) entered into a loan agreement with the CadnbBasin Projects Financing
Authority ("CARIFA"). Alpart's obligations under ¢hoan agreement are secured by two letters oft@gdregating $64.2. KACC is a party
to one of the two letters of credit in the amouin$41.7 in respect of its ownership interest in aitp Alpart has also agreed to indemnify
bondholders of CARIFA for certain tax payments tald result from events, as defined, that ad¥esect the tax treatment of the inter
income on the bonds.

RESTRICTED NET ASSETS OF SUBSIDIARIES
Certain debt instruments restrict the ability of &8 to transfer assets, make loans and advancepagrdividends to the Company. The
restricted net assets of KACC totaled $124.4 argl ®lat December 31, 1998 and 1997, respectively.

CAPITALIZED INTEREST
Interest capitalized in 1998, 1997, and 1996, w&6,%6.6, and $4.9, respectively.

6. INCOME TAXES
Income (loss) before income taxes and minorityrégts by geographic area is as follows:

Year Ended December 31,

1998 1997 1996

Domestic $ (93.6) $ (112.6) $ (45.8)
Foreign 77.7 172.9 47.5
Total $ (15.9) $ 60.3 $ 1.7

Income taxes are classified as either domestioreign, based on whether payment is made or dtietonited States or a foreign country.
Certain income classified as foreign is also suliipdomestic income taxes.

The (provision) benefit for income taxes on incafiess) before income taxes and minority interestsssts of:

Federal Foreign State Total
1998 Current $ (1.8) $ (16.5) $ (.2) $ (18.5)
Deferred 44.4 (12.5) 3.0 34.9

Total $ 426 $  (20.0) $ 28 $ 164




1997 Current $ (20 $  (287)$ (2) $ (30.9)

Deferred 30.5 (7.0) (1.4) 22.1
Total $ 28.5 $ (35.7) $ 1.6) $ (8.8)
1996 Current $ (1.6) $ (21.8) $ (1) $ (23.5)

Deferred 8.6 7.6 16.6 32.8
Total $ 7.0 $ (14.2) $ 165 $ 9.3

A reconciliation between the benefit (provision) fimcome taxes and the amount computed by apptiedederal statutory income tax rate
income before income taxes and minority interestssifollows:

Year Ended December 31,
1998 1997 1996

Amount of federal income tax benefit (provision)bas ed on the

statutory rate $ 56 $ (21.1) $ (.6)
Revision of prior years' tax estimates and other ch anges in

valuation allowances 8.3 125 10.0
Percentage depletion 3.2 4.2 3.9
Foreign taxes, net of federal tax benefit (1.9) (3.1) (5.5)
Other 1.2 (1.3) 15
Benefit (provision) for income taxes $ 164 $ (8.8) $ 9.3

Included in revision of prior years' tax estimatesl other changes in valuation allowances for 12987 and 1996 shown above are $8.3,
$12.5 and $9.8, respectively, related to the remolwof certain income tax matters.

The components of the Company's net deferred indarmassets are as follows:

December 31,

1998 1997
Deferred income tax assets:
Postretirement benefits other than pensions $ 2794 % 288.9
Loss and credit carryforwards 92.0 99.3
Other liabilities 146.4 169.3
Other 132.8 102.0
Valuation allowances (107.7) (113.3)
Total deferred income tax assets-net 542.9 546.2
Deferred income tax liabilities:
Property, plant, and equipment (209.9) (139.7)
Other (54.8) (54.8)
Total deferred income tax liabilities (164.7) (194.5)
Net deferred income tax assets $ 3782 % 351.7

The principal component of the Company's net defeimcome tax assets is the tax benefit, net aaicevaluation allowances, associated
the accrued liability for postretirement benefitser than pensions. The future tax deductions miipect to the turnaround of this accrual
occur over a 30-to-40-year period. If such dedunticreate or increase a net operating loss, thep@ayrhas the ability to carry forward such
loss for 20 taxable years. For these reasons, dingp@ny believes that a long-term view of profitépils appropriate and has concluded that
this net deferred income tax asset will more likiblgn not be realized.

A substantial portion of the valuation allowancesvided by the Company relates to loss and credlityforwards. To determine the proper
amount of valuation allowances with respect toehemryforwards, the Company evaluated all appadpfiactors, including any limitations
concerning their use and the year the carryforwexgére, as well as the levels of taxable incomeeasary for utilization. With regard to
future levels of income, the Company believes, asethe cyclical nature of its business, its listaf operating earnings, and



expectations for future years, that it will moreelly than not generate sufficient taxable incomeettdize the benefit attributable to the loss
credit carryforwards for which valuation allowaneesre not provided.

As of December 31, 1998 and 1997, $46.2 and $58spgectively, of the net deferred income tax adisés] above are included in the
Consolidated Balance Sheets in the caption entitfeghaid expenses and other current assets. Cetiteinportions of the deferred income
liabilities listed above are included in the Coldaied Balance Sheets in the captions entitled iGtberued liabilities and Long-term
liabilities.

The Company and its domestic subsidiaries file olidated federal income tax returns. During thaquefrom October 28, 1988, through
June 30, 1993, the Company and its domestic saigdiwere included in the consolidated federadime tax returns of MAXXAM. During
1997 MAXXAM reached a settlement with the InterRalvenue Service regarding all remaining years wter€€ompany and its subsidiaries
were included in the MAXXAM consolidated federat@me tax returns. As a result of this settleme®CK paid $11.8 to MAXXAM durini
1997, in respect of its liabilities pursuant totég allocation agreement with MAXXAM. Paymentsrefunds for periods prior to July 1, 19
related to other jurisdictions could still be regadi pursuant to the Company's and KACC's respetaivallocation agreements with
MAXXAM. In accordance with the Credit Agreementyasuch payments to MAXXAM by KACC would require g approval, except in
certain specific circumstances. The tax allocatigreements of the Company and KACC with MAXXAM témated pursuant to their terms,
effective for taxable periods beginning after J80e1993.

At December 31, 1998, the Company had certainttaikates available to offset regular federal in@tax requirements, subject to certain
limitations, including net operating loss and gahéusiness credit carryforwards of $28.2 and $#$8pectively, which expire periodically
through 2012 and 2011, respectively, foreign taditr("FTC") carryforwards of $48.4, which expirerdically through 2003, and
alternative minimum tax ("AMT") credit carryforwasdf $23.4, which have an indefinite life. The C@nyp also has AMT net operating loss
and FTC carryforwards of $6.2 and $87.2, respelgtievailable, subject to certain limitations, tiset future alternative minimum taxable
income, which expire periodically through 2011 &3, respectively.

7. EMPLOYEE BENEFIT AND INCENTIVE PLANS

In the fourth quarter of 1998 the Company adoptateghent of Financial Accounting Standard No. E#ployers' Disclosures about
Pensions and Other Postretirement Benefits ("SFASLIR2") which amends FASB Statements No's. 87a88,106. SFAS No. 132 revises
the disclosure requirements related to pensioro#mel postretirement benefits, but has no impat¢hercomputation of the reported amou
Prior year disclosures have been reformatted tqpbomith SFAS No. 132's guidelines.

PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS
Retirement plans are naontributory for salaried and hourly employees gaderally provide for benefits based on a formuféctv consider
length of service and earnings during years ofiserhe Company's funding policies meet or exadkgulatory requirements.

The Company and its subsidiaries provide postrat@ health care and life insurance benefits gil#é retired employees and their
dependents. Substantially all employees may beaigible for those benefits if they reach retiremage while still working for the
Company or its subsidiaries. The Company has matdd the liability for these benefits which are ented to be paid out of cash generated
by operations. The Company reserves the rightestibp applicable collective bargaining agreemeotsmend or terminate these benefits.

Assumptions used to value obligations at year-entita determine the net periodic benefit cost mstibsequent year are:

Pension Benefits Medical/Li fe Benefits
1998 1997 1996 1998 1997 1996
Weighted-average assumptions as of December 31,
Discount rate 7.00% 7.25% 7.75%  7.00% 7.25% 7.75%
Expected return on plan assets 9.50% 9.50% 9.50% - -
Rate of compensation increase 5.00% 5.00% 5.00%  4.00% 5.00% 5.00%

In 1998 annual assumed rates of increase in thegpéta cost of covered benefits (i.e. health cass trend rate) for non-HMO participants
are 6.5% and 5.0% for HMO at all ages. The assuattedf increase for non-HMO patrticipants is assiteedecline gradually to 5.0% in
2003 and remain at that level thereafter.

The following table presents the funded statu©ief@Gompany's pension and other postretirement hgfefis as of December 31, 1998 and
1997, and the corresponding amounts that are iadlidthe Company's Consolidated Balance Sheets:

Pension Benefits Medical/Li fe Benefits
1998 1997 1998 1997
Change in Benefit Obligation:
Benefit obligation at beginning of year $ 8730 $ 816.2 $ 544.5 $ 602.8
Service cost 14.2 13.4 4.2 6.1

Interest cost 59.7 61.6 37.5 44.8



Currency exchange rate change (.4) (6.0) -

Curtailments, settlements and amendments (4.6) - 4.0 -
Actuarial (gain) loss 15.2 65.5 72.0 (66.3)
Benefits paid (84.6) (77.7) (45.4) (42.9)

Benefit obligation at end of year 872.5 873.0 616.8 544.5
Change in Plan Assets:
FMV of plan assets at beginning of year 756.9 662.0
Actual return on assets 106.8 131.9
Settlements (5.5) - - -
Employer contributions 28.2 40.7 45.4 42.9
Benefits paid (84.6) (77.7) (45.4) (42.9)
FMV of plan assets at end of year 801.8 756.9
Benefit obligations in excess of plan assets 70.7 116.1 616.8 544.5
Unrecognized net actuarial (gain) loss 23.8 - 55.9 135.0
Unrecognized prior service costs (18.5) (22.2) 69.8 86.1
Intangible asset and other 4.3 5.4 - -

Accrued benefit liability $ 80.3 $ 99.3 $ 742.5 $ 765.6

Pension Benefits Me dical/Life Benefits
1998 1997 1996 1998 1997 1996
Components of Net Periodic Benefit Costs:

Service cost $ 142% 134 $ 129 $ 4. 2% 6.1% 3.8
Interest cost 59.7 61.6 60.0 37. 5 44.8 46.9
Expected return on assets (69.4) (61.8) (55.0) - -
Amortization of prior service cost 3.2 3.4 35 (12. 4) (12.4) (12.4)
Recognized net actuarial (gain) loss 1.4 2.6 2.0 (7. 1) (.9) -
Net periodic benefit cost 9.1 19.2 23.4 22. 2 37.6 38.3
Curtailments, settlements, etc. 3.2 3.7 2.0 - - -

Adjusted net periodic benefit costs  $ 12.3% 229 $ 254 $ 22. 2% 376%$ 38.3

The aggregate fair value of plan assets and acaietlibenefit obligation for pension plans with pessets in excess of accumulated benefit
obligations were $293.0 and $280.7, respectiveygpfdDecember 31, 1998, and $287.8 and $283.4ectsply, as of December 31, 1997.

Assumed health care cost trend rates have a signifeffect on the amounts reported for the healtk plan. A one-percentage-point change
in assumed health care cost trend rates would thaviollowing effects:

1% Increase 1% Decrease
Increase (decrease) to total of service and interes t cost $ 58 $ (4.3 )
Increase (decrease) to the postretirement benefit o bligation $ 643 $ (45.4 )

POSTEMPLOYMENT BENEFITS
The Company provides certain benefits to formenactive employees after employment but beforeaatent.

INCENTIVE PLANS

The Company has an unfunded incentive compensptagram, which provides incentive compensation taseperformance against annual
plans and over rolling three-year periods. In addjtthe Company has a "nonqualified" stock oppitan and KACC has a defined
contribution plan for salaried employees. The Comyfsaexpense for all of these plans was $7.5, $88,5(2.1) for the years ended
December 31, 1998, 1997, and 1996, respectively.

Up to 8,000,000 shares of the Company's CommorkStece reserved for issuance under its stock imeegbmpensation plans. At
December 31, 1998, 3,634,621 shares of Common $ockined available for issuance under those pBtesk options granted pursuant to
the Company's nonqualified stock option programgaamted at the prevailing market price, genenadist at a rate of 20 - 33% per year, and
have a five or ten year term. Information concegmionqualified stock option plan activity is shobelow. The weighted average price per
share for each year is shown parenthetically.

1998 1997 1996
Outstanding at beginning of year ($10.45, $10.33, a nd
$10.32) 819,752 890,395 926, 085
Granted ($9.79 and $10.06) 2,263,170 15,092 -
Exercised ($7.25, $8.33, and $8.99) (10,640)  (48,410) (8, 275)

Expired or forfeited ($9.60, $10.12, and $10.45) (23,160) (37,325) (27, 415)




Outstanding at end of year ($9.98, $10.45, and $10. 33) 3,049,122 819,752 890, 395

Exercisable at end of year ($10.09, $10.53, and $10 AT) 1,261,262 601,115 436, 195

In accordance with Statement of Financial Accounfitandards No. 123, Accounting for Stock Based @omation ("SFAS No. 123"), the
Company is required to calculate pro forma comp@msaost for all stock options granted subseqteiiecember 31, 1994. No stock
options were granted during 1996. However, as showime table above, options were granted in 198B1997 which would be subject to
pro forma calculation requirements. For SFAS N@& parposes, the fair value of the 1998 and 1993kstption grants were estimated using
a Black-Scholes option pricing model. The proforafter-tax effect of the estimated fair value of giants would be to reduce net income in
1998 and 1997 by $1.5 and $.1, respectively.

8. STOCKHOLDERS' EQUITY, COMPREHENSIVE INCOME AND IMORITY INTERESTS Changes in stockholders' equityg a
comprehensive income were:

Additional
Accu-  Minimum
Preferred Common Additional mulated Pension
Stock Stock Capital Deficit Liability Total
BALANCE, DECEMBER 31, 1995 $ .7 $ 5303 $ (459.9) $ (13.8) $ 57.7
Net income 8.2 8.2
Minimum pension liability
adjustment, net of tax 11.0 11.0
Comprehensive income 19.2
Common stock issued upon redemption
and conversion of preferred
stock 1 1
Dividends on preferred stock (8.4) (8.4)
Incentive plan accretion 7 7
BALANCE, DECEMBER 31, 1996 7 531.1  (460.1) (2.8) 69.3
Net income 48.0 48.0
Minimum pension liability
adjustment, net of tax 2.8 2.8
Comprehensive income 50.8
Common stock issued upon redemption
and conversion of preferred
stock (.4) 1 1.7 14
Stock options exercised 4 4
Dividends on preferred stock (5.5) (5.5)
Incentive plan accretion .6 .6
BALANCE, DECEMBER 31, 1997 .8 533.8 (417.6) - 117.0
Net income/Comprehensive income .6 .6
Stock options exercised 1 1
Incentive plan accretion 15 15
BALANCE, DECEMBER 31, 1998 $ $ B8 $ 5354 $ (417.0)0 % - $ 119.2

1998 1997 1996
Redeemabl e Redeemable Redeemable
Preferenc e Preference Preference
Stoc k Other Stock Other Stock Other
Beginning of period balance $ 27.7 $ 100.0 $ 275 $ 942 $ 29.7 $ 93.0
Redeemable preference stock
Accretion 11 2.3 3.1
Stock redemption 8.7 ) (2.1) (5.3)
Minority interests 5.8 1.2
End of period balance $ 20.1 $ 1034 $ 2717 % 100.0 $ 275 $ 94.2

REDEEMABLE PREFERENCE STOCK




In 1985, KACC issued its Cumulative (1985 Seriedpgference Stock and its Cumulative (1985 Ser)dRrBference Stock (together, the
"Redeemable Preference Stock") each of which s &alue of $1 per share and a liquidation andmgation value of $50 per share plus
accrued dividends, if any. No additional Redeem®&béference Stock is expected to be issued. Hotiddh® Redeemable Preference Stock
are entitled to an annual cash dividend of $5 hares or an amount based on a formula tied to K&@€2-tax income from aluminum
operations, when and as declared by the Boardretciairs.

The carrying values of the Redeemable Prefereraek $tre increased each year to recognize accre¢itveen the fair value (at which the
Redeemable Preference Stock was originally issaiedYhe redemption value. Changes in Redeemabier@nee Stock are shown below.

1998 1997 1996
Shares:
Beginning of year 595,053 634,684 737,363
Redeemed (173,478) (39,631) (102,679)
End of year 421,575 595,053 634,684

Redemption fund agreements require KACC to makeamayments by March 31 of the subsequent yeatbas a formula tied to
consolidated net income until the redemption fuassufficient to redeem all of the RedeemabledPeeice Stock. On an annual basis, the
minimum payment is $4.3 and the maximum payme#i7i8. KACC also has certain additional repurchasgirements which are, among
other things, based upon profitability tests.

The Redeemable Preference Stock is entitled teah® voting rights as KACC common stock and tcageddditional voting rights under
certain circumstances, including the right to elatiing with other KACC preference stockholders) thirectors whenever accrued dividends
have not been paid on two annual dividend paymatgisdor when accrued dividends in an amount eanivéb six full quarterly dividends
are in arrears. The Redeemable Preference Stdtictethe ability of KACC to redeem or pay dividinon its common stock if KACC is in
default on any dividends payable on Redeemablefnete Stock.

PREFERENCE STOCK

KACC has four series of $100 par value Cumulatioaértible Preference Stock ("$100 Preference Sjarith annual dividend
requirements of between 4-1/8% and 4-3/4%. KACCthaoption to redeem the $100 Preference Stopkratalue plus accrued dividends.
KACC does not intend to issue any additional shafeke $100 Preference Stock.

The $100 Preference Stock can be exchanged fahaee cash amounts between $69 - $80. KACC retloedt100 Preference Stock at their
exchange amounts for financial statement presentatid the Company includes such amounts in myniotierests. At December 31, 1998
and 1997, outstanding shares of $100 Preferenck 8tere 19,963 and 20,543, respectively.

PREFERRED STOCK

PRIDES Convertible - During August 1997, the rentar8,673,850 outstanding shares of PRIDES wergarbed into 7,227,848 shares of
Common Stock pursuant to the terms of the PRIDESfCate of Designations. Further, in accordandththe PRIDES Certificate of
Designations, no dividends were paid or payablétferperiod June 30, 1997, to, but not includihg,date of conversion. However, in
accordance with generally accepted accounting iples; the $1.3 of accrued dividends attributabléhe period June 30, 1997, to, but not
including, the conversion date were treated anarease in Additional capital at the date of cosier and were reflected as a reduction of
Net income available to common sharehold

PLEDGED SHARES

From time to time MAXXAM or certain of its subsidias which own the Company's Common Stock may usk stock as collateral under
various financing arrangements. At December 3181929,938,250 shares of the Company's Common Sierficially owned by

MAXXAM Group Holdings Inc. ("MGHI"), a wholly ownedubsidiary of MAXXAM, were pledged as security &¥30.0 principal amount
of 12% Senior Secured Notes due 2003 issued inrDlieee1996 by MGHI. An additional 7,915,000 sharethe Company's Common Stock
were pledged by MAXXAM under a separate agreemadeuwhich $16.0 had been borrowed by MAXXAM at Bexber 31, 1998. In
addition to the foregoing, MAXXAM has agreed to sexeach $1.0 of borrowings with 400,000 shargah@Company's Common Stock
under the terms of another $25.0 credit facilit®.Bsoutstanding at December 31, 1998).

9. COMMITMENTS AND CONTINGENCIES

COMMITMENTS

KACC has a variety of financial commitments, indhglpurchase agreements, tolling arrangements giahforeign exchange and forward
sales contracts (see Note 10), letters of credit,quarantees. Such purchase agreements and &isnggements include long-term
agreements for the purchase and tolling of baumitealumina in Australia by QAL. These obligatiospire in 2008. Under the agreements,
KACC is unconditionally obligated to pay its profional share of debt, operating costs, and cedtiar costs of QAL. KACC's share of the
aggregate minimum amount of required future priacgayments at December 31, 1998, is $97.6, oftwapproximately $12.0 is due in e:
of 2000 and 2001 with the balance being due themedfACC's share of payments, including operatiogts and certain other expenses u
the agreements, has ranged between $:- $120.0 over the past three years. KACC also heeeagents to supply alumina to and to purcl



aluminum from Anglesey.

Minimum rental commitments under operating leasd3e@ember 31, 1998, are as follows: years endiecebber 31, 1999 - $35.8; 2000 -
$33.4; 2001 - $31.1; 2002 - $27.3; 2003 - $26.4rdhfter -$114.7. The future minimum rentals receivable umimcancelable subleases \
$73.5 at December 31, 1998.

Rental expenses were $34.5, $30.4, and $29.6hdoydars ended December 31, 1998, 1997, and 1&gt atively.

ENVIRONMENTAL CONTINGENCIES

The Company and KACC are subject to a number of@emmental laws, to fines or penalties assessedlfeged breaches of the
environmental laws, and to claims and litigatiosdmhupon such laws. KACC currently is subject tmmber of lawsuits under the
Comprehensive Environmental Response, Compensatidhiability Act of 1980, as amended by the Supedf Amendments
Reauthorization Act of 1986 ("CERCLA"), and, alongh certain other entities, has been named agempally responsible party for
remedial costs at certain third-party sites lisiadhe National Priorities List under CERCLA.

Based on the Company's evaluation of these and etivironmental matters, the Company has estallisheironmental accruals, primarily
related to potential solid waste disposal andawil groundwater remediation matters. The followatge presents the changes in such
accruals, which are primarily included in Long-teiabilities, for the years ended December 31, 199®7, and 1996:

1998 1997 1996
Balance at beginning of period $ 29.7 $ 333 % 38.9
Additional accruals 24.5 2.0 3.2
Less expenditures (3.5) (5.6) (8.8)
Balance at end of period $ 50.7 $ 29.7 $ 333

These environmental accruals represent the Congpastimate of costs reasonably expected to bergatimased on presently enacted laws
and regulations, currently available facts, exgtechnology, and the Company's assessment ok#ig temediation action to be taken. The
Company expects that these remediation actiondeithken over the next several years and estirtiseannual expenditures to be charged
to these environmental accruals will be approxihye#8.0 to $8.0 for the years 1999 through 2003 amdggregate of approximately $29.0
thereafter.

As additional facts are developed and definitiveediation plans and necessary regulatory appré@almplementation of remediation are
established or alternative technologies are deeelophanges in these and other factors may resatttual costs exceeding the current
environmental accruals. As the resolution of theséters is subject to further regulatory review apgroval, no specific assurance can be
given as to when the factors upon which a substigpdirtion of this estimate is based can be expéectde resolved. However, the Company
is currently working to resolve certain of thesetters.

The Company believes that it has insurance covexagiable to recover certain incurred and futureimnmental costs and is actively
pursuing claims in this regard. Through SeptemiBer1998, no accruals were made for any such insareecoveries. However, during
December 1998, KACC received recoveries totalingraygmately $35.0 from certain of its insurers tethto current and future claims. Ba
on the Company's analysis, a total of $12.0 of sacbveries was allocable to previously accruegdgasged) items and, therefore, was
reflected in earnings during the fourth quartet 8. The remaining recoveries were offset agaitseases in the total amount of
environmental reserves. No assurances can be thimethe Company will be successful in other attisng recover incurred or future costs
from other insurers or that the amount of recogergeeived will ultimately be adequate to covertsascurred.

While uncertainties are inherent in the final omeoof these environmental matters, and it is ptisanpossible to determine the actual ct
that ultimately may be incurred, management culydiglieves that the resolution of such uncertamshould not have a material adverse
effect on the Company's consolidated financial toasi results of operations, or liquidity.

ASBESTOS CONTINGENCIES

KACC is a defendant in a number of lawsuits, sofm&lach involve claims of multiple persons, in whithe plaintiffs allege that certain of
their injuries were caused by, among other thiegppsure to asbestos during, and as a resultesf,émployment or association with KACC
or exposure to products containing asbestos pradoicsold by KACC. The lawsuits generally relatgtoducts KACC has not sold for at
least 20 years.

The following table presents the changes in nurbstich claims pending for the years ended DeceBibet998, 1997, and 1996.

1998 1997 1996
Number of claims at beginning of period 77,400 71,100 59,700
Claims received 22,900 15,600 21,100

Claims settled or dismissed (13,900) (9,300) (9,700)



Number of claims at end of period 86,400 77,400 71,100

The foregoing claims and settlement figures aseddinber 31, 1998, do not reflect the fact that KA@E reached agreements under whi
will settle approximately 30,000 of the pendingestbs-related claims over an extended period.

Based on past experience and reasonably anticifiite® activity, the Company has established amuzt for estimated asbestos-related
costs for claims filed and estimated to be filebtigh 2008. There are inherent uncertainties ireain estimating asbestos-related costs, anc
the Company's actual costs could exceed theseagsinThe Company's accrual was calculated bast#teaurrent and anticipated number

of ashestos-related claims, the prior timing andams of asbestos-related payments, and the adi/Mdéharton Levin Ehrmantraut Klein &
Nash, P.A., with respect to the current state efléh related to asbestos claims. Accordingly, smated asbest-related cost accrual of
$186.2, before consideration of insurance recoseigeincluded primarily in Long-term liabilities Becember 31, 1998. While the Company
does not presently believe there is a reasonabie f estimating such costs beyond 2008 and rdowly, no accrual has been recorded for
such costs which may be incurred beyond 2008, ikeageasonable possibility that such costs mayirmee beyond 2008, and such costs

be substantial. The Company estimates that anotakfcash payments in connection with such lidgetvill be approximately $16.0 to

$28.0 for each of the years 1999 through 2003 aanaggregate of approximately $77.0 thereafter.

The Company believes that KACC has insurance cgecagailable to recover a substantial portionoa#gbestos-related costs. Although the
Company has settled asbestos-related coveragersnattk certain of its insurance carriers, otharieas have not yet agreed to settlements.
The timing and amount of future recoveries fromsthimsurance carriers will depend on the paceaifnd review and processing by such
carriers and on the resolution of any disputesroigg coverage under such policies. The Compang\yes that substantial recoveries from
the insurance carriers are probable. The Comparghesl this conclusion after considering its pm@urance-related recoveries in respect of
asbestos-related claims; its existing insurancieipst and the advise of Heller Enrman White & Mdifea with respect to applicable
insurance coverage law relating to the terms anditions of those policies. Accordingly, an estigthiggregate insurance recovery of
$152.5, determined on the same basis as the asbetited cost accrual, is recorded primarily ihédtassets at December 31, 1998.

Management continues to monitor claims activitg, skatus of lawsuits (including settlement initiati), legislative progress, and costs
incurred in order to ascertain whether an adjustrmethe existing accruals should be made to thenéxhat historical experience may differ
significantly from the Company's underlying assuiom. While uncertainties are inherent in the fioalcome of these asbestos matters a

is presently impossible to determine the actualsctigt ultimately may be incurred and insuranceveries that will be received,
management currently believes that, based on terfadiscussed in the preceding paragraphs, swduten of asbestos-related uncertainties
and the incurrence of asbestos-related costs metatéd insurance recoveries should not have arrabadverse effect on the Company's
consolidated financial position, results of opanasi, or liquidity.

LABOR MATTERS

In connection with the USWA strike and subsequéatk-out" by KACC, certain allegations of unfaiblar practices ("ULPs") have been
filed with the National Labor Relations Board by tHSWA and its members. KACC has responded taiah sllegations and believes that
they are without merit. If the allegations weretaireed, KACC could be required to make locked-onpkyees whole for back wages from
the date of the lock-out in January 1999. Whileartainties are inherent in the final outcome ofsomatters, the Company believes that the
resolution of the alleged ULPs should not resul material adverse impact on the Company's fimdupoisition, results of operations, or
liquidity.

OTHER CONTINGENCIES

The Company or KACC is involved in various otheaigis, lawsuits, and other proceedings relatingwada variety of matters. While
uncertainties are inherent in the final outcomeuwith matters, and it is presently impossible termeine the actual costs that ultimately may
be incurred, management currently believes thatakelution of such uncertainties and the incureesfcsuch costs should not have a mat:
adverse effect on the Company's consolidated fiahposition, results of operations, or liquidity.

10. DERIVATIVE FINANCIAL INSTRUMENTS AND RELATED HEDGING PROGRAMS

At December 31, 1998, the net unrealized gain ol€KA position in aluminum forward sales and optiontracts, natural gas and fuel oil
forward purchase and option contracts, and fordi@eign exchange contracts, was approximately ${8ed on comparisons to applicable
yeal-end published market prices). As KACC's hedginiydies are generally designed to lock-in a sgedifprice or range of prices, gains or
losses on the derivative contracts utilized in ¢éhiesdging activities will be offset by losses oingarespectively, on the transactions being
hedged.

ALUMINA AND ALUMINUM

The Company's earnings are sensitive to changég iprices of alumina, primary aluminum and faligdaaluminum products, and also
depend to a significant degree upon the volumenaimebf all products sold. Primary aluminum prices/i historically been subject to
significant cyclical price fluctuations. Aluminaipes as well as fabricated aluminum product pr{edsch vary considerably among produt
are significantly influenced by changes in the @i¢ primary aluminum but generally lag behind @ignaluminum price changes by up to
three months. Since 1993, the Average Midwest drfitiates transaction price for primary aluminumaaged from approximately $.50 to
$1.00 per pounc



From time to time in the ordinary course of bus&dSACC enters into hedging transactions to proyidee risk management in respect of
net exposure of earnings resulting from (i) antitgal sales of alumina, primary aluminum and falet@luminum products, less (ii) expec
purchases of certain items, such as aluminum soofijng ingot, and bauxite, whose prices fluctuaith the price of primary aluminum.
Forward sales contracts are used by KACC to effelgtifix the price that KACC will receive for ithgpments. KACC also uses option
contracts (i) to establish a minimum price forgteduct shipments, (ii) to establish a "collar'tange of price for KACC's anticipated sales,
and/or (iii) to permit KACC to realize possible iges price movements. As of December 31, 1998, KA®@@ sold forward, at fixed prices,
approximately 24,000 tons of primary aluminum wigspect to 1999. As of December 31, 1998, KACCdiad entered into option contracts
that established a price range for an addition&|a@ and 72,000 tons of primary aluminum with eg$pgo 1999 and 2000, respectively.
Subsequent to December 31, 1998, KACC has alsoeghiteto additional option contracts that estalaish price range for an additional
201,000 tons of primary aluminum with respect t6@0

Additionally, through December 31, 1998, KACC hédsbaentered a series of transactions with a copatsr that will provide KACC with a
premium over the forward market prices at the dathe transaction for 2,000 tons of primary aluammper month during the period July
1999 through June 2001. KACC also contracted vhighcounterparty to receive certain fixed pricesdabove the forward market prices at
the date of the transaction) on 4,000 tons of piynaduminum per month over a three year period cemeing October 2001, unless market
prices during certain periods decline below a $ifmad "floor" price, in which case, the fixed prisales portion of the transactions terminate.
The price at which the October 2001 and after &ratsns terminate is well below current market ggicWhile the Company believes that the
October 2001 and after transactions are consistiginits stated hedging objectives, these positibmsot qualify for treatment as a "hedge"
under current accounting guidelines. Accordingigse positions will be "marked to market" eachqgkri

As of December 31, 1998, KACC had sold forwardualty all of the alumina available to it in excessts projected internal smelting
requirements for 1999 and 2000 at prices indexddttwe prices of primary aluminum.

ENERGY

KACC is exposed to energy price risk from fluctagtprices for fuel oil and natural gas consumetthéproduction process. Accordingly,
KACC from time to time in the ordinary course ofsmess enters into hedging transactions with m&jppliers of energy and energy related
financial instruments. As of December 31, 1998, KARad a combination of fixed price purchase anéaoptontracts for the purchase of
approximately 33,000 MMBtu of natural gas per dayirg 1999. At December 31, 1998, KACC also hetababination of fixed price
purchase and option contracts for an average qbR8tbarrels per month of fuel oil and diesel fioel1999.

FOREIGN CURRENCY

KACC enters into forward exchange contracts to euaterial cash commitments to foreign subsidiaiesffiliates. At December 31, 1998,
KACC had net forward foreign exchange contractslitog approximately $141.4 for the purchase of 8Justralian dollars from January
1999 through December 2000, in respect of its camenits for 1999 and 2000 expenditures denominatédistralian dollars.

11. SEGMENT AND GEOGRAPHICAL AREA INFORMATION

The Company's operations are located in many foreggintries, including Australia, Canada, Ghanmalea, and the United Kingdom.
Foreign operations in general may be more vulnertifin domestic operations due to a variety otipaliand other risks. Sales and transfers
among geographic areas are made on a basis intemdeftect the market value of products.

The Company's operations are organized and marggeduct type. The Company operates in four segenaf the aluminum industry:
Alumina and bauxite, Primary aluminum, Flat-roll@ebducts and Engineered products. The Alumina aite business unit's principal
products are smelter grade alumina and chemicdegrlumina hydrate, a value-added product, for wthie Company receives a premium
over smelter grade market prices. The Primary alumibusiness unit produces commodity grade prodisctgell as value-added products
such as rod and billet, for which the Company neze@ premium over normal commodity market pridé® Flat-rolled products group
primarily sells rigid container sheet to can maotigers as well as valusdded products such as heat treat aluminum shdetlate which ar
used in the aerospace and general engineering teafkte Engineered products business unit serwédearange of industrial segments
including the automotive, distribution, aerospacd general engineering markets.

The Company uses a portion of its bauxite, aluramé primary aluminum production for additional pFesing at its downstream facilities.
Transfers between business units are made at ¢stimearket prices. The accounting policies of ggnsents are the same as those describec
in Note

1. Business unit results are evaluated internalljnenagement before any allocation of corporatetmasl and without any charge for inco
taxes or interest expense.

The following segment information differs from th@esented in prior years as a result of the Coylpadoption of Statement of Financial
Accounting Standard No.131, as of December 31, 1B#8r year information has been restated to qomfio the Company's new
presentation format.

Financial information by operating segment at Deoen81, 1998, 1997 and 1996 is as follows:

Year Ended December 31,

1998 1997 1996



Net Sales:
Bauxite and Alumina:

Net sales to unaffiliated customers  $ 472.7 $ 4117 $ 431.0
Intersegment sales 135.8 201.7 194.1
608.5 613.4 625.1
Primary Aluminum:
Net sales to unaffiliated customers 409.8 543.4 538.3
Intersegment sales 233.5 273.8 217.4
643.3 817.2 755.7
Flat-Rolled Products 714.6 743.3 626.0
Engineered Products 581.3 581.0 504.4
Minority interests 78.0 93.8 90.8
Eliminations (369.3) (475.5) (411.5)
$ 2,256.4 $ 2,373.2 $ 2,190.5
Equity in income (loss) of unconsolidated
affiliates:
Bauxite and Alumina $ 32) % (7.0) $ 1.7
Primary Aluminum 1.2 5.1 6.7
Engineered Products 7.8 4.8 -
Corporate and Other (.4) - 4
$ 54 % 29 % 8.8
Operating income (loss):
Bauxite and Alumina $ 420 $ 542 $ 27.7
Primary Aluminum 49.9 148.3 79.1
Flat-Rolled Products 70.8 28.2 35.3
Engineered Products 475 42.3 21.7
Micromill (1) (63.4) (24.5) (14.5)
Eliminations 8.9 (5.9) 8.3
Corporate and Other (65.1) (74.6) (59.8)
$ 90.6 $ 168.0 $ 97.8
Depreciation and amortization:
Bauxite and Alumina $ 364 $ 394 $ 415
Primary Aluminum 29.9 30.4 33.0
Flat-Rolled Products 16.1 16.0 16.9
Engineered Products 10.8 11.2 12.1
Micromill 3.6 3.2 5
Corporate and Other 2.3 2.3 3.6
$ 99.1 $ 1025 $ 107.6
Capital expenditures:
Bauxite and Alumina $ 269 $ 278 $ 29.9
Primary Aluminum 20.7 42.6 28.1
Flat-Rolled Products 20.4 16.8 22.7
Engineered Products 8.4 31.2 18.3
Micromill 2 8.3 56.4
Corporate and Other 1.0 1.8 6.1
$ 776 $ 1285 $ 161.5

(1) 1998 includes $45.0 fourth quarter impairmérdrge.

December 31,

1998 1997
Investments in and advances to unconsolidated affil iates:
Bauxite and Alumina $ 76.8 $ 88.3
Primary Aluminum 27.6 33.2
Engineered Products 23.9 175
Corporate and Other - 9.6

$ 1283 $ 148.6

Segment assets:
Bauxite and Alumina $ 669.0 $ 692.8
Primary Aluminum 580.8 633.9



Flat-Rolled Products 431.2 466.5

Engineered Products 294.5 318.6
Micromill 25.3 63.4
Corporate and Other 990.1 838.7

$ 29909 $ 3,013.9

Geographical area information relative to the Conyfsmoperations is summarized as follows:

Year Ended December 31,

1998 1997 1996
Net sales to unaffiliated customers:
United States $ 16980 $ 1,7203 $ 1,610.0
Jamaica 237.0 204.6 201.8
Ghana 89.8 234.2 198.3
Other Foreign 231.6 214.1 180.4
$ 2,256.4 $ 2,373.2 $ 2,190.5
December 31,
1998 1997
Long-lived assets: (1)
United States $ 7579 $ 809.5
Jamaica 289.2 283.4
Ghana 90.2 100.4
Other Foreign 99.7 127.1

$ 1237.0% 13204

(1) Long-lived assets include Property, plant, agdipment, net, and Investments in and advancesdonsolidated affiliates.

The aggregate foreign currency gain included iemheining net income was immaterial for the yeamdeehDecember 31, 1998, 1997, and
1996. No single customer accounted for sales iesxof 10% of total revenue in 1998, 1997, or 1996.

Export sales were less than 10% of total revenuiaglthe years ended December 31, 1998, 1997, 29@. 1

12. SUBSEQUENT EVENTS During the first quarter 809, two potlines at the Company's 90% owned V&dcdity, which were curtailed
during most of 1998 (but for which Valco receivadpensation from the Volta River Authority in therh of energy credits) are being
restarted. Additionally, during the first quartérl®99 KACC began restarting two potlines (représgnapproximately 50,000 tons of annual
capacity) at its Mead, Washington, smelter, whi@renoriginally curtailed in September 1998 as alted the USWA strike. One potline at
the Company's Tacoma, Washington, smelter hasgrepared for restart, but remains curtailed duaanagement's consideration of market-
related and other factors. The Company's firsttgunaesults will be adversely impacted by the dftddhe restart costs at the Valco and Mead
facilities and the restart preparations at the Tacéacility.

During February 1999, KACC, through a subsidiapmeleted the acquisition of its joint venture parts 45% interest in Kaiser LaRoche
Hydrate Partners ("KLHP") for a cash purchase poicapproximately $10.0 subject to post-closingiatipents. As KACC already owned
55% of KLHP, the results of KLHP were already ird#d in the Company's consolidated financial statesne

During January 1999, KACC signed a letter of intengell its 50% interest in AKW, an aluminum wtefint venture, to its partner. The
sale, which will result in the Company recognizanget substantial gain, is expected to be complateat about March 31, 1999. However
the transaction is subject to the negotiation définitive purchase agreement, no assurances cgivée that the transaction will be
completed. The Company's equity in income of AKW&\8d.8 and $4.8 for the years ended December 38, d8d 1997, respectivel



KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE SQUARTERLYFINANCIALDATA(UNA
UDITED)

Quarter Ended

(In millions of dollars, except share amounts) March 31, June 30, September 30, De cember 31,
1998
Net sales $ 597.0 $ 6148 $ 541.6 $ 503.0
Operating income (loss) 44.8 55.3 30.8 (40.3)
Net income (loss) 12.0 16.7 10.8 (1) (38.9)(2)
Earnings (loss) per share:
Basic/Diluted .15 21 14 (-49)(2)
Common stock market price:
High 11 11-5/8 9-5/8 7-3/4
Low 8-1/8 8-7/8 5-5/8 4-5/8
1997
Net sales $ 5474 $ 597.1 $634.1 $594.6
Operating income 31.3 35.3 54.5 46.9
Net income 2.6 13.7 (3) 175 14.2
Earnings per share:
Basic/Diluted .01 .16 .22 .18
Common stock market price:
High 13-5/8 12-1/4 16 14-7/8
Low 10-7/8 10-1/8 11-5/8 8-3/8

(1) Includes two essentially offsetting non-recugritems, a favorable $8.3 non-cash tax provisemeliit resulting from the resolution of
certain matters and an approximate $10.0 unfavemtuss profit impact of preparing for a strikedmgployees represented by the USWA at
five locations.

(2) Includes an unfavorable pre-tax strike-relajesks profit impact of approximately $50.0, anda-cash pre-tax charge of $45.0 related to
impairment of the Company's Micromill assets. Egahg these items basic earnings per share would hegn approximately $.29.

(3) Includes a $19.7 pre-tax charge for restruotuaf operations, an offsetting aftiexx benefit of $12.5 related to the settlementestain tax
matters and a $5.8 pre-tax charge for litigatiortens.

KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANISFIVE-YEARFINANCIALDATACONSOLII
ATEDBALANCESHEETS

December 31,

(In millions of dollars) 1998 1997 1996 1995 1994
ASSETS
Current assets:
Cash and cash equivalents $ 983 $ 158 $ 813 $ 219 $ 17.6
Receivables 282.7 340.2 252.4 308.6 199.2
Inventories 543.5 568.3 562.2 525.7 468.0
Prepaid expenses and other current assets 105.5 121.3 127.8 76.6 158.0
Total current assets 1,030.0 1,045.6 1,023.7 932.8 842.8
Investments in and advances to unconsolidated
affiliates 128.3 148.6 168.4 178.2 169.7
Property, plant, and equipment - net 1,108.7 1,171.8 1,168.7 1,109.6 1,133.2
Deferred income taxes 377.9 330.6 264.5 269.1 271.2
Other assets 346.0 317.3 308.7 3235 281.2
Total $ 29909 $ 3,0139 $ 29340 $ 2,813.2 $ 2,698.1

Liabilities and Stockholders' Equity
Current liabilities:

Accounts payable and accruals $ 4327 $ 4573 $ 4534 $ 4512 $ 4393
Accrued postretirement medical benefit
obligation - current portion 48.2 45.3 50.1 46.8 47.0
Payable to affiliates 77.1 82.7 97.0 94.2 85.3
Long-term debt - current portion 4 8.8 8.9 8.9 115
Total current liabilities 558.4 594.1 609.4 601.1 583.1
Long-term liabilities 532.9 491.9 458.1 548.5 495.5
Accrued postretirement medical benefit obligation 694.3 720.3 7225 734.0 734.9
Long-term debt 962.6 962.9 953.0 749.2 751.1
Minority interests 123.5 127.7 121.7 122.7 116.2
Stockholders' equity:
Preferred stock - - 4 4 .6
Common stock .8 .8 7 7 .6
Additional capital 535.4 533.8 531.1 530.3 527.8
Retained earnings (accumulated deficit) (417.0) (417.6) (460.1) (459.9) (502.6)

- (2.8) (13.8) (9.1)

Accumulated other comprehensive income




Total stockholders' equity 119.2 117.0 69.3 57.7 17.3
Total $ 29909 $ 3,0139 $ 29340 $ 28132 $ 2,698.1
Debt-to-capital ratio(1) 76.9 77.8 81.2 78.1 82.4

(1) Total of long-term debt - current portion anddterm debt (collectively "total debt") as a ratiotofal debt, deferred income tax liabiliti

minority interests, and stockholders' equity.

KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANISFIVE-YEARFINANCIALDATASTA EME

NTSOFCONSOLIDATEDINCOM

(LOSS)

Year Ended December 31,

(In millions of dollars, except share amounts) 1998 1997 1996 1995 1994
Net sales $ 2,256.4 $ 23732 $ 2,1905 $ 2,2378 $ 11,7815
Costs and expenses:
Cost of products sold 1,906.2 1,951.2 1,857.5 1,787.0 1,613.9
Depreciation and amortization 99.1 102.5 107.6 105.7 107.0
Selling, administrative, research and
development, and general 115.5 131.8 127.6 1345 116.8
Impairment of Micromill(TM) assets/

restructuring of operations 45.0 19.7 - - -

Total costs and expenses 2,165.8 2,205.2 2,092.7 2,027.2 1,837.7
Operating income (loss) (1) 90.6 168.0 97.8 210.6 (56.2)
Other income (expense):

Interest expense (110.0) (110.7) (93.4) (93.9) (88.6)

Other - net 35 3.0 (2.7) (14.1) (7.3)
Income (loss) before income taxes, minority

interests, and extraordinary loss (15.9) 60.3 17 102.6 (152.1)
Benefit (provision) for income taxes 16.4 (8.8) 9.3 (37.2) 53.8
Minority interests 1 (3.5) (2.8) (5.1) (3.1)
Income (loss) before extraordinary loss .6 48.0 8.2 60.3 (101.4)
Extraordinary loss on early extinguishments of

debt, net of tax benefit of $2.9 - - - - (5.4)
Net income (loss) .6 48.0 8.2 60.3 (106.8)
Preferred stock dividends - (5.5) (8.4) (17.6) (20.1)
Net income (loss) available to common

shareholders $ 6 $ 425 $ (2) $ 427 $ (126.9)
Earnings (loss) per share:

Basic/Diluted $ 01 $ 57 $ 00 $ 69 $ (2.18)
Weighted average shares outstanding (000):

Basic 79,115 74,221 71,644 62,000 58,139

Diluted 79,156 74,382 71,644 62,264 58,139

(1) 1998 includes an adverse st-related impact of approximately $60



EXECUTION COPY
FOURTEENTH AMENDMENT TO CREDIT AGREEMENT
THIS FOURTEENTH AMENDMENT TO CREDIT AGREEMENT (this
"Amendment"), dated as of December 11, 1998, iara/between KAISER ALUMINUM & CHEMICAL CORPORATION; Delaware
corporation (the "Company"), KAISER ALUMINUM CORP@HION, a Delaware corporation (the "Parent Guaraitéhe various
financial institutions that are or may from timetitme become parties to the Credit Agreement reftto below (collectively, the "Lenders"
and, individually, a "Lender"), and BANKAMERICA BUNESS CREDIT, INC., a Delaware corporation, as ag@nsuch capacity, together
with its successors and assigns in such capakéy Agent") for the Lenders. Capitalized terms yded not defined, herein shall have the
meanings given to such terms in the Credit Agreenanamended hereby.

WITNESSETH:

WHEREAS, the Company, the Parent Guarantor, theléenand the Agent are parties to the Credit Agesendated as of February 15,
1994, as amended by the First Amendment to Cregliédment, dated as of July 21, 1994, the Seconchdment to Credit Agreement, dai
as of March 10, 1995, the Third Amendment to CrAditeement and Acknowledgement, dated as of July 295, the Fourth Amendment to
Credit Agreement, dated as of October 17, 1995Fifte Amendment to Credit Agreement, dated as e€&mber 11, 1995, the Sixth
Amendment to Credit Agreement, dated as of Oct@b&B96, the Seventh Amendment to Credit Agreentted as of December 17, 1996,
the Eighth Amendment to Credit Agreement, datedfd&bruary 24, 1997, the Ninth Amendment to Créditeement and Acknowledgme
dated as of April 21, 1997, the Tenth Amendmer@itedit Agreement and Assignment, dated as of J6n&397, the Eleventh Amendmen
Credit Agreement and Limited Waivers, dated as abBer 20, 1997, the Twelfth Amendment to Creditefgnent, dated as of January 13,
1998, and the Thirteenth Amendment to Credit Agrexindated as of July 20, 1998 (the "Credit Agre#ti)eand

WHEREAS, the parties hereto have agreed to amen@iédit Agreement as herein provided;
NOW, THEREFORE, the parties hereto agree as folli

Section 1. Amendments to Credit Agreement.
1.1 Amendments to Article IX: Covenants.

A. Section 9.2.4 of the Credit Agreement is heratnended to read in its entirety as follo



"SECTION 9.2.4. Financial Condition.
(a) Net Worth. The Company shall not permit Net Was of the end of any Fiscal Quarter set fortbwéo be less than the correlative
amount indicated:

Fiscal Quarter
Net Worth

First Fiscal Quarter of 1994
$450,000,000

Second Fiscal Quarter of 1994
$433,000,000

Third Fiscal Quarter of 1994
$416,000,000

Fourth Fiscal Quarter of 1994
$400,000,000

First Fiscal Quarter of 1995
$396,000,000

Second Fiscal Quarter of 1995
$392,000,000

Third Fiscal Quarter of 1995
$388,000,000

Fourth Fiscal Quarter of 1995
$385,000,000

First Fiscal Quarter of 1996
$391,000,000

Second Fiscal Quarter of 1996
$397,000,000

Third Fiscal Quarter of 1996
Minimum Net Worth

and each Fiscal Quarter
thereafter

; provided that for purposes of this Section 9&).4ihe calculation of Net Worth shall exclude dffect of any non-cash charges, up to an
aggregate amount of $50,000,000, in respect oflibeomill project, including (without limitation) @y write-down of assets located at the
Center for Technology in Pleasanton, Californial ahthe Micromill facility near Reno, Nevada.

(b) Interest Coverage Ratio. The Company shalpeomit the Interest Coverage Ratio (i) for the &iseal Quarter period ending March 31,
1996 to be less than 1.1 to 1.0, (i) for the tvigckl Quarter period ending June 30, 1996 to ketlesn 1.2 to 1.0, (iii) for the three Fiscal
Quarter period ending September 30, 1996 to beless0.5 to 1.0, (iv) for the four Fiscal Quanperiod ending December 31, 1996 to be
less than 0.3 to 1.0,

(v) for the one Fiscal Quarter period ending Juel®97 to be less than 0.2 to 1.0, (vi) for the ®iscal Quarter period ending September
30, 1997 to be less than 0.4 to 1.0,

(vii) for the three Fiscal Quarter period endingcBmber 31, 1997 to be less than 0.6 to 1.0 anil feiithe four Fiscal Quarter period ending
on the last day of each of the Fiscal Quarteréostit below to be less than the correlative ratidi¢ated:

Date
Ratio

First Fiscal Quarter of 1998
0.80to 1.0

Second Fiscal Quarter of 19



1.20t0 1.0

Third Fiscal Quarter of 1998
1.60t0 1.0

Fourth Fiscal Quarter of 1998
1.10t0 1.0

First Fiscal Quarter of 1999
0.90t0 1.0

Second Fiscal Quarter of 1999
0.75t0 1.0

Third Fiscal Quarter of 1999
0.75t0 1.0

Fourth Fiscal Quarter of 1999
1.00t0 1.0

First Fiscal Quarter of 2000
1.00t0 1.0

Second Fiscal Quarter of 2000
1.25t01.0

Third Fiscal Quarter of 2000
1.25t01.0

Fourth Fiscal Quarter of 2000
1.50t0 1.0

First Fiscal Quarter of 2001
1.50t0 1.0

Second Fiscal Quarter of 2001
2.00t0 1.0

; provided that for purposes of calculating thestast

Coverage Ratio under this Section 9.2.4(b), EBITDAhall
exclude the effect of any non-cash charges, up #ggregate amount of $50,000,000, in respecteohMicromill project, including (without
limitation) any write-down of assets located at @enter for Technology in Pleasanton, Californiad at the Micromill facility near Reno,

Nevada."

B. Section 9.2.22 of the Credit Agreement is heratmended by deleting the phrase "$300,000" cordaimerein and substituting the phrase
"$550,000" therefor.

Section 2. Conditions to Effectiveness.
This Amendment shall become effective as of the tateof only when the following conditions shall’/b been satisfied and notice thereof

shall have been given by the Agent to the Parear&uior, the Company and each Lender (the datatisfaction of such conditions and the
giving of such notice being referred to hereintes'"fourteenth Amendment Effective Date"):

A. The Agent shall have received for each Lendenterparts hereof duly executed on behalf of thefaSuarantor, the Company, the
Agent and the Required Lenders (or notice of th@yal of this Amendment by the Required Lendetisfeactory to the Agent shall have
been received by the Agent).

B. The Agent shall have received:

(1) Resolutions of the Board of Directors or of Executive Committee of the Board of Directorsted Company and the Parent Guara



approving and authorizing the execution, delivergl performance of this Amendment, certified by thespective corporate secretaries or
assistant secretaries as being in full force afeteWithout modification or amendment as of théedaf execution hereof by the Company or
the Parent Guarantor, as the case may be;

(2) A signature and incumbency certificate of tiffecers of the Company and the Parent Guarantocugi®y this Amendment;

(3) For each Lender, an opinion, addressed to ttenfiand each Lender, from Kramer, Levin, Naft&liBrankel, in form and substance
satisfactory to the Agent; and

(4) Such other information, approvals, opinionssutoents or instruments as the Agent may reasomeqiyest.
Section 3. Company's Representations and Warranties

In order to induce the Lenders and the Agent teranto this Amendment and to amend the Credit Agrent in the manner provided herein,
the Parent Guarantor and the Company represenvament to each Lender and the Agent that, aseoFtiurteenth Amendment Effective
Date, after giving effect to the effectivenessto$ tAmendment, the following statements are true @nrrect in all material respects:

A. Authorization of Agreements. The execution aetiwry of this Amendment by the Company and thee®aGuarantor and the
performance of the Credit Agreement as amendetiibyAimendment (the "Amended Agreement") by the Camypand the Parent Guarantor
are within such Obligor's corporate powers and Hmen duly authorized by all necessary corporateraon the part of the Company and
Parent Guarantor, as the case may be.

B. No Conflict. The execution and delivery by then@pany and the Parent Guarantor of this Amendnhttee performance by the
Company and the Parent Guarantor of the Amendedéehgent do not:

(1) contravene such Obligor's Organic Documents;

(2) contravene the Senior Indenture, the New Sdnienture, the Additional New Senior Indentureshe Subordinated Indenture or
contravene any other contractual restriction wiseich a contravention has a reasonable possibilityaving a Materially Adverse Effect or
contravene any law or governmental regulation arrtcdecree or order binding on or affecting suctigal or any of its Subsidiaries; or

(3) result in, or require the creation or impositiaf, any Lien on any of such Obligor's properteany of the properties of any Subsidiary of
such Obligor, other than pursuant to the Loan Daah

C. Binding Obligation. This Amendment has been dadgcuted and delivered by the Company and thenP&garantor and this Amendment
and the Amended Agreement constitute the legal] aald binding obligations of the Company and theeRt Guarantor, enforceable against
the Company and the Parent Guarantor in accordaiticgheir respective terms, except as may be dichity bankruptcy, insolvency,
reorganization, moratorium or similar laws relattogor limiting creditors' rights generally and pgneral principles of equity.

D. Governmental Approval, Regulation, etc. No auitaiion or approval or other action by, and nde®to or filing with, any governmental
authority or regulatory body or any other Persoreguired for the due execution, delivery or parfance of this Amendment by the Comp
or the Parent Guarantor.

E. Incorporation of Representations and Warranties
from Credit Agreement. Each of the statementsath in Section 7.2.1 of the Credit Agreement igetand correc




Section 4. Acknowledgement and Consent.

The Company is a party to the Company Collateralubeents, in each case as amended through theefaiaf lpursuant to which the
Company has created Liens in favor of the Agententain Collateral to secure the Obligations. TheeRt Guarantor is a party to the Parent
Collateral Documents, in each case as amendedgiithe date hereof, pursuant to which the Pareat&@or has created Liens in favor of
the Agent on certain Collateral and pledged ce@ahlateral to the Agent to secure the Obligatiohthe Parent Guarantor. Certain
Subsidiaries of the Company are parties to theiflisélng Guaranty and/or one or more of the Subsyd@ollateral Documents, in each case as
amended through the date hereof, pursuant to vghich Subsidiaries have (i) guarantied the Obligatand/or (ii) created Liens in favor of
the Agent on certain Collateral. The Company, theeRt Guarantor and such Subsidiaries are colkdgtieferred to herein as the "Credit
Support Parties", and the Company Collateral Docugy¢he Parent Collateral Documents, the Subsidararanty and the Subsidiary
Collateral Documents are collectively referred éodin as the "Credit Support Documents".

Each Credit Support Party hereby acknowledgestthas reviewed the terms and provisions of thedif#greement as amended by this
Amendment and consents to the amendment of that@mgetement effected as of the date hereof putsteatinis Amendment.

Each Credit Support Party acknowledges and aghe¢sihy of the Credit Support Documents to whidh & party or otherwise bound shall
continue in full force and effect. Each Credit SogtgParty hereby confirms that each Credit Suppoitument to which it is a party or
otherwise bound and all Collateral encumbered thevéll continue to guaranty or secure, as the caag be, the payment and performance
of all obligations guaranteed or secured therebyha case may be.

Each Credit Support Party (other than the Compaiytiae Parent Guarantor) acknowledges and agraeg)thotwithstanding the conditions
to effectiveness set forth in this Amendment, sQobdit Support Party is not required by the terfnthe Credit Agreement or any other Loan
Document to consent to the amendments to the Chgdédement effected pursuant to this Amendment(&ndothing in the Credit
Agreement, this Amendment or any other Loan Docurskall be deemed to require the consent of suediCsupport Party to any future
amendments to the Credit Agreement.

Section 5. Miscellaneous.

A. Reference to and Effect on the Credit Agreement
and the Other Loan Documents.

(1) On and after the Fourteenth Amendment Effediiaée, each reference in the Credit Agreementtis Agreement", "hereunder”,
"hereof", "herein" or words of like import refergrio the Credit Agreement, and each referencedmther Loan Documents to the "Credit

Agreement"”, "thereunder”, "thereof" or words o&liknport referring to the Credit Agreement shalamand be a reference to the Amended
Agreement.

(2) Except as specifically amended by this Amendiribe Credit Agreement and the other Loan Documshall remain in full force and
effect and are hereby ratified and confirmed.

B. Applicable Law. THIS AMENDMENT SHALL BE DEEMED © BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK, WITHOUT GI\NG EFFECT TO SUCH LAWS RELATING TO CONFLICTS OF
LAWS.

C. Headings. The various headings of this Amendrasninserted for convenience only and shall niechthe meaning or interpretation of
this Amendment or any provision hereof.

D. Counterparts. This Amendment may be executetthdparties hereto in several counterparts anthdylifferent parties on separate
counterparts, each of which shall be deemed tolwiginal and all of which shall constitute togethut one and the same instrument;
signature pages may be detached from multiple atpaounterparts and attached to a single coumtespahat all signature pages are
physically attached to the same document.

E. Severability. Any provision of this Amendmentiathis prohibited or unenforceable in any jurisiintshall, as to such provision and such
jurisdiction, be ineffective to the extent of symohibition or unenforceability without invalidagrthe remaining provisions of tr
Amendment or affecting the validity or enforceaibf such provisions in any other jurisdictic



Name Printed: Jeffrey A. Fren
Its: Group Vice President & Director

KAl SER ALUM NUM CORPORATI ON

By: /s/Karen A. Twi tchell
Name Printed: Karen A. Twitchell

Its: Treasurer
BANKAMERI CA BUSI NESS CREDI T,
INC., as Agent

By:/s/ M chael J. Jasaitis
Name: M chael J. Jasaitis
Its: Vice President

BANK OF AMERI CA NATI ONAL TRUST
AND SAVI NGS ASSOC!I ATI ON
By:/s/ M chael Bal ok
Nane Printed: M chael
Its: Managi ng Director

Bal ok

CONGRESS FI NANCI AL CORPORATI ON
(VESTERN)

By:/s/Kristine Metchikian

Name Printed: Kristine Metchikian

Its: Vice President

LA SALLE NATI ONAL BANK
CREDI T
By:/s/ Douglas C. Colletti
Name Printed: Douglas C. Colletti
Its: First Vice President

ABN AMRO BANK N. V.
San Franci sco International

By: ABN AMRO North America,

Inc., as agent
By:/s/Jeffrey A French

By:/s/ M chael

Its: Vice President

ACKNOWLEDGED AND AGREED TO:

AKRON HOLDI NG CORPORATI ON

By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell
Its: Treasurer
KAl SER ALUM NUM PROPERTI ES,
I NC.
By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

OXNARD FORGE DI E COVPANY, | NC.
By:/s/Karen A. Twi tchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAl SER ALUM NA AUSTRALI A
CORPORATI ON

By:/s/Karen A. Twi tchell

Name Printed: Karen A. Twitchell

Its: Treasurer

Branch

IN WITNESS WHEREOF, this Amendment has been dulgcexed and delivered as of the day and year tisvawritten.

KAl SER ALUM NUM &

CHEM CAL CORPORATI ON
By:/s/Karen A. Twitchell
Name Printed: Karen A

Twi t chel |
Its: Treasurer
BANKAMERI CA BUSI NESS
CREDI T, |INC.
By:/s/ M chael J. Jasaitis
Name: M chael J. Jasaitis

Its: Vice President

THE CI T GROUP/ BUSI NESS
CREDI T, | NC.

By: / s/ Dan Hughes

Name Printed: Dan Hughes

Its: Vice President

HELLER FI NANCI AL, | NC.

By: /s/ T/ Bukowski

Name Printed: T. Bukowski

Its: Sr. Vice President

TRANSAMERI CA BUSI NESS
CORPORATI ON

By: /sl R L. Heinz

Name Printed: R L. Heinz

Its: Senior Vice President

M Tol enti no
Narme Printed: M chael

M Tol enti no

KAl SER ALUM NUM &
CHEM CAL | NVESTMENT,
I NC.

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER ALUM NUM TECHNI CAL
SERVI CES, | NC.

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER ALUM NI UM
| NTERNATI ONAL, | NC.

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAI SER FI NANCE

CORPORATI ON

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer



ALPART JAMAI CA | NC.

By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER BAUXI TE COVPANY

By:/s/ Karen A. Twitchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAl SER M CROM LL HOLDI NGS, LLC

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER TEXAS SI ERRA M CROM LLS,
LLC

By:/s/Karen A. Twi tchell

Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER BELLWOOD CORPORATI ON
By:/s/Karen A. Twitchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAI SER JAMAI CA

CORPORATI ON

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAI SER EXPORT COVPANY

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAI SER S| ERRA

M CROM LLS, LLC

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER TEXAS M CROM LL

HOLDI NGS, LLC

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer



EXECUTION COPY

FIFTEENTH AMENDMENT TO CREDIT AGREEMENT

THIS FIFTEENTH AMENDMENT TO CREDIT AGREEMENT (this
"Amendment"), dated as of February 23, 1999, iaty between KAISER ALUMINUM & CHEMICAL CORPORATION; Delaware
corporation (the "Company"), KAISER ALUMINUM CORPQ@HION, a Delaware corporation (the "Parent Guaraitéhe various
financial institutions that are or may from timetitme become parties to the Credit Agreement refeto below (collectively, the "Lenders"
and, individually, a "Lender"), and BANKAMERICA BUSESS CREDIT, INC., a Delaware corporation, as ag@nsuch capacity, together
with its successors and assigns in such capakéy Agent") for the Lenders. Capitalized terms yded not defined, herein shall have the
meanings given to such terms in the Credit Agreenanamended hereby.

WITNESSETH:

WHEREAS, the Company, the Parent Guarantor, theléenand the Agent are parties to the Credit Agesendated as of February 15,
1994, as amended by the First Amendment to Cregliéément, dated as of July 21, 1994, the Seconchdment to Credit Agreement, dai
as of March 10, 1995, the Third Amendment to CrAditeement and Acknowledgement, dated as of Julyt 295, the Fourth Amendment to
Credit Agreement, dated as of October 17, 1995Fifte Amendment to Credit Agreement, dated as e€&mber 11, 1995, the Sixth
Amendment to Credit Agreement, dated as of Oct@b&B96, the Seventh Amendment to Credit Agreentted as of December 17, 1996,
the Eighth Amendment to Credit Agreement, datedfa&ebruary 24, 1997, the Ninth Amendment to Crégiteement and Acknowledgme
dated as of April 21, 1997, the Tenth Amendmer@itedit Agreement and Assignment, dated as of J6n&397, the Eleventh Amendmen
Credit Agreement and Limited Waivers, dated as abBer 20, 1997, the Twelfth Amendment to Creditefgnent, dated as of January 13,
1998, the Thirteenth Amendment to Credit Agreemeéated as of July 20, 1998, and the Fourteenth Aiment to Credit Agreement, dated
as of December 11, 1998 (the "Credit

Agreement"); and WHEREAS, the parties hereto haveexd to amend the Credit Agreement as herein gedyi
NOW, THEREFORE, the parties hereto agree as folli

Section 1. Amendments to Credit Agreement.

1.1 Amendments to Article I: Definitions.

Section 1.1 of the Credit Agreement is hereby aradrixy adding the following definitions in the appriate alphabetical order:
"KLHP' means Kaiser LaRoche Hydrate Partners, a

Delaware partnership."

"Kaiser Transaction' means Kaiser Transaction CerPelaware corporation.”

1.2 Amendments to Article IX: Covenants.

A. Section 9.2.2(b)(i) of the Credit Agreement &dby amended by adding the phrase ", Kaiser Tctinga after the phrase "Texas Sierra"
contained therein.

B. Section 9.2.4(b) of the Credit Agreement is bgre

amended to read in its entirety as follows:

"(b) Interest Coverage Ratio. The Company shallpgoimit the Interest Coverage Ratio (i) for the &iszal Quarter period ending March 31,
1996 to be less than 1.1 to 1.0, (ii) for the tvieckl Quarter period ending June 30, 1996 to ketlen 1.2 to 1.0, (iii) for the three Fiscal
Quarter period ending September 30, 1996 to beless0.5 to 1.0, (iv) for the four Fiscal Quanperiod ending December 31, 1996 to be
less than 0.3 to 1.0, (v) for the one Fiscal Quigrtgiod ending June 30, 1997 to be less thano012, (vi) for the two Fiscal Quarter period
ending September 30, 1997 to be less than 0.4010 1.

(vii) for the three Fiscal Quarter period endingcBmber 31, 1997 to be less than 0.6 to 1.0 anifl feiithe four Fiscal Quarter period ending
on the last day of each of the Fiscal Quarteréostit below to be less than the correlative ratidi¢ated:

Date

Ratio




First Fiscal Quarter of 1998
0.80t0 1.0

Second Fiscal Quarter of 1998
1.20t0 1.0

Third Fiscal Quarter of 1998
1.60t0 1.0

Fourth Fiscal Quarter of 1998
1.10t0 1.0

First Fiscal Quarter of 1999
0.90t0 1.0

Second Fiscal Quarter of 1999
0.75t0 1.0

Third Fiscal Quarter of 1999
0.75t0 1.0

Fourth Fiscal Quarter of 1999
1.00to 1.0

First Fiscal Quarter of 2000
1.00t0 1.0

Second Fiscal Quarter of 2000
1.25t01.0

Third Fiscal Quarter of 2000
1.25t0 1.0

Fourth Fiscal Quarter of 2000
1.50t0 1.0

First Fiscal Quarter of 2001
1.50t01.0

Second Fiscal Quarter of 2001
2.00t0 1.0

; provided that for purposes of calculating thestast

Coverage Ratio under this Section 9.2.4(b), (x) EBDA shall

exclude the effect of any non-cash charges, up @ggregate amount of $50,000,000, in respecteohMicromill project, including (without
limitation) any write-down of assets located at @enter for Technology in Pleasanton, Californigj at the Micromill facility near Reno,
Nevada, and (y) for purposes of calculating Adjdstapital Expenditures, Capital Expenditures siratlude the purchase price paid
Kaiser Transaction to acquire the 45% interestlitiR owned by LaRoche Industries Inc."

C. Section 9.2.5 of the Credit Agreement is her@imgnded by (i) adding the phrase ", Kaiser TrarmmadKLHP" after the phrase "KJBC"
contained in clause (f) thereof; (ii) deleting therd "and" at the end of clause (t) thereof; @i@leting the period at the end of clause (u)
thereof and substituting "; and" therefor; and édging the following as new clause (v)

thereof:

"(v) Investments by the Company in Kaiser Trangecth an amount not to exceed, in the aggregaeyabne time outstanding, the lesser of
(i) the purchase price paid by Kaiser Transactioadquire the 45% interest in KLHP owned by LaRdcluistries Inc. and (ii) $12,000,000;

and Investments by Kaiser Transaction in KLHP iraarmount not to exceed, in the aggregate at anyimeeoutstanding, the lesser of (x) the
purchase price paid by Kaiser Transaction to aeghie 45% interest in KLHP owned by LaRoche Indestinc. and (y) $12,000,00(



D. Section 9.2.11 of the Credit Agreement is heraimgnded by (i) deleting the word "and" at the ehdause (I) thereof; (ii) deleting the
period at the end of clause (m) thereof and suitistg *; and" therefor; and (iii) adding the follavg as new clause (n) thereof:

"(n) a sale by the Company of its partnership egts and membership interests in AKW and AKW LL&Spectively, to Accuride
Corporation or an affiliate thereof for an aggregedsh purchase price equal to or greater tha®@8000."

E. Section 9.2.13(c) of the Credit Agreement isbgramended by adding ", Kaiser Transaction" dftemphrase "KFC" in the parenthetical
contained therein.

F. Section 9.2.18 of the Credit Agreement is hereby

amended by amending clause (vi) thereof to reds ientirety as follows:
"(vi) Investments permitted by Sections 9.2.5(fR.8(n), 9.2.5(0), 9.2.5(q), 9.2.5(r), 9.2.5(sR.5(t), 9.2.5(u), and 9.2.5(v);"
Section 2. Acknowledgement and Consent.

Subject to the terms and conditions set forth Imemad in reliance on the representations and wiéesaaf the Company herein contained, the
Lenders hereby acknowledge and consent to (i)iendment of the lease entered into by the CompadyA& W with respect to a portion |
the property owned by the Company located in Er@nsylvania to the extent necessary to (x) chéregeental rate for the first five-year
renewal of such lease from fair market rental vatu$1.00 per year in connection with the saleley@ompany of its partnership interests
membership interests in AKW and AKW LLC, respediyyéo Accuride Corporation or an affiliate therefd (y) include under such lease
that portion of the improved property located & Erie, Pennsylvania site that is not currentlyjettito such lease, and (ii) the execution and
delivery of a supplement to the Senior Indenturgyaplement to the New Senior Indenture, a suppiétoghe Additional New Senior
Indentures and a supplement to the Subordinatezhtace in form and substance satisfactory to thenA@ its sole and absolute discretion,
for the purpose of adding Kaiser Transaction aSubSidiary Guarantor" (under and as defined irSéeior Indenture, New Senior Indenture,
Additional New Senior Indentures and Subordinatetéhture).

Section 3. Supplements to Collateral Documents.

The parties hereto hereby agree that, as of thedrith Amendment Effective Date, (i) the Subsidiaegurity Agreement shall be
supplemented as set forth in Exhibit A hereto,

(i) the Subsidiary Guaranty shall be supplememigdet forth in Exhibit B hereto, and (iii) the Sigiary Pledge Agreement shall be
supplemented as set forth in Exhibit C hereto. Rkequired Lenders hereby approve the forms of supplements, and hereby authorize the
Agent on their behalf to accept from Kaiser Tratisacand to execute and deliver as Agent such sapphts in substantially the forms of
such Exhibits A, B and C with such changes, adaktior deletions as the Agent, in its sole and aisaliscretion, may approve.

Section 4. Conditions to Effectiveness.

This Amendment shall become effective as of DecerBbhe1998 only when, except as set forth in Sest#B(10), (11) and (12) below, the
following conditions shall have been satisfied antice thereof shall have been given by the Agemihé¢ Parent Guarantor, the Company and
each Lender (the date of satisfaction of such ¢mmdi and the giving of such notice being refeteterein as the "Fifteenth Amendment
Effective Date"):

A. The Agent shall have received for each Lendenterparts hereof duly executed on behalf of thefaSuarantor, the Company, the
Agent and the Required Lenders (or notice of ther@yal of this Amendment by the Required Lendetsfactory to the Agent shall have
been received by the Agent).

B. The Agent shall have received:

(1) Resolutions of the Board of Directors or of Bwecutive Committee of the Board of Directorsted Company and the Parent Guarantor
approving and authorizing the execution, delivargl performance of this Amendment, and, as to theg2my, a Pledge Amendment to the
Company Pledge Agreement, dated as of February9®®, with respect to the stock of Kaiser Transacfthe "Pledge Amendment"),
certified by their respective corporate secretasiesssistant secretaries as being in full forakeffect without modification or amendment as
of the date of execution hereof by the CompanyerRarent Guarantor, as the case may be;

(2) A signature and incumbency certificate of tiffecers of the Company and the Parent Guarantocigk®y this Amendment, and, as to the
Company, the Pledge Amendment;

(3) Copies of the Supplement to Subsidiary Secuétigfieement, dated as of February 23, 1999, by atwden Kaiser Transaction and the
Agent (the "Subsidiary Security Supplement") dutg@uted on behalf of Kaiser Transaction and thenge

(4) Copies of the Supplement to Subsidiary Guaraddied as of February 23, 1999, by and betweeseiKdiransaction and the Agent (the
"Subsidiary Guaranty Supplement") duly executedhemalf of Kaiser Transaction and the Agent;

(5) Copies of the Supplement to Subsidiary Pledgee@ment, dated as of February 23, 1999, by amweeleet Kaiser Transaction and the
Agent (the "Subsidiary Pledge Supplement") dulycexed on behalf of Kaiser Transaction and the Ag



(6) Certified copies of the Certificate of Incorption of Kaiser Transaction;

(7) Copies of the Bylaws of Kaiser Transactiontified as of the date of delivery to the Agent tg/Gorporate secretary or an assistant
secretary or other authorized representative;

(8) Resolutions of the Board of Directors of Kai$eansaction approving and authorizing the exeayiilivery and performance of the
Subsidiary Security Supplement, the Subsidiary &utgrSupplement and the Subsidiary Pledge Supplementified by its corporate
secretary or an assistant secretary as beinglifofak and effect without modification or amendrhas of the date of execution thereof by
Kaiser Transaction;

(9) A signature and incumbency certificate of tiffecers of Kaiser Transaction executing the SulasigiSecurity Supplement, the Subsidiary
Guaranty Supplement and the Subsidiary Pledge Souit;

(10) Duly executed financing statements (Form UGQ@glning Kaiser Transaction as the debtor and tjenAas the secured party, or other
similar instruments or documents, suitable fon§lunder the Uniform Commercial Code of all juridtins as may be necessary or, in the
reasonable opinion of the Agent, desirable to petfee security interest of the Agent in the Celfat granted pursuant to the Subsidiary
Security Agreement to the extent that perfectiony maaccomplished by filing under the Uniform Comaied Code in any state in the Unit
States or the District of Columbia (which financstgtements may be received by the Agent no latar tive Business Days after the
Fifteenth Amendment Effective Date);

(11) Stock certificates evidencing 100% of the égsand outstanding shares of capital stock of K&isznsaction, accompanied by undated
stock powers duly executed in blank (which stoakifteates may be received by the Agent no latentfive Business Days after the Fiftee
Amendment Effective Date);

(12) Copies of the Pledge Amendment duly executebahalf of the Company (which Pledge Amendment beyeceived by the Agent no
later than five Business Days after the Fifteenthedhdment Effective Date);

(13) For each Lender, an opinion, addressed té\gemt and each Lender, from Kramer Levin NaftaliE&nkel LLP, in form and substance
satisfactory to the Agent; and

(14) Such other information, approvals, opinioras;uents or instruments as the Agent may reasomafliest.

Section 5. Company's Representations and Warranties

In order to induce the Lenders and the Agent teranto this Amendment and to amend the Credit Agrent in the manner provided herein,
the Parent Guarantor and the Company represenvament to each Lender and the Agent that, aseoFtfieenth Amendment Effective De
after giving effect to the effectiveness of this &miment, the following statements are true andecoin all material respects:

A. Authorization of Agreements. The execution aetivibry of this Amendment by the Company and theeRaGuarantor and the
performance of the Credit Agreement as amendetibyAmendment (the "Amended Agreement") by the Camypand the Parent Guarantor
are within such Obligor's corporate powers and tlmen duly authorized by all necessary corporateraon the part of the Company and
Parent Guarantor, as the case may be.

B. No Conflict. The execution and delivery by then@pany and the Parent Guarantor of this Amendnmahttze performance by the
Company and the Parent Guarantor of the Amendedéehgent do not:

(1) contravene such Obligor's Organic Documents;

(2) contravene the Senior Indenture, the New Sdnabgnture, the Additional New Senior Indenturesher Subordinated Indenture or
contravene any other contractual restriction wiseigh a contravention has a reasonable possibilttaving a Materially Adverse Effect or
contravene any law or governmental regulation artcdecree or order binding on or affecting suctigol or any of its Subsidiaries; or

(3) result in, or require the creation or impogitif, any Lien on any of such Obligor's properbesny of the properties of any Subsidiary of
such Obligor, other than pursuant to the Loan Daamh

C. Binding Obligation. This Amendment has been dadgcuted and delivered by the Company and thenP&garantor and this Amendment
and the Amended Agreement constitute the legal] aald binding obligations of the Company and theeRt Guarantor, enforceable against
the Company and the Parent Guarantor in accordaiticgheir respective terms, except as may be dichity bankruptcy, insolvency,
reorganization, moratorium or similar laws relattogor limiting creditors' rights generally and ggneral principles of equity.

D. Governmental Approval, Regulation, etc. No auttaiion or approval or other action by, and nag®to or filing with, any governmental
authority or regulatory body or any other Persoreggiired for the due execution, delivery or perfance of this Amendment by the Comp
or the Parent Guarantor.

E. Incorporation of Representations and Warrarit@s




Credit Agreement. Each of the statements set for8ection 7.2.1 of the Credit Agreement is trud eorrect.

Section 6. Acknowledgement and Consent.

The Company is a party to the Company Collateralubments, in each case as amended through the efatsf lpursuant to which the
Company has created Liens in favor of the Agentemtain Collateral to secure the Obligations. TheeRt Guarantor is a party to the Parent
Collateral Documents, in each case as amendedgiithe date hereof, pursuant to which the Pareat&®tor has created Liens in favor of
the Agent on certain Collateral and pledged cei@iliateral to the Agent to secure the Obligatiohthe Parent Guarantor. Certain
Subsidiaries of the Company are parties to the i8igipg Guaranty and/or one or more of the Subsjd@ollateral Documents, in each case as
amended through the date hereof, pursuant to vehich Subsidiaries have (i) guarantied the Obligat&nd/or (ii) created Liens in favor of
the Agent on certain Collateral. The Company, theeRt Guarantor and such Subsidiaries are colkdgtieferred to herein as the "Credit

Support Parties", and the Company Collateral Docugi¢he Parent Collateral Documents, the Subsid@aaranty and the Subsidiary
Collateral Documents are collectively referred éodin as the "Credit Support Documents".

Each Credit Support Party hereby acknowledgestthas reviewed the terms and provisions of thedi#greement as amended by this
Amendment and consents to the amendment of that@mgetement effected as of the date hereof pursteatinis Amendment.

Each Credit Support Party acknowledges and aghe¢sihy of the Credit Support Documents to whidh & party or otherwise bound shall
continue in full force and effect. Each Credit SopParty hereby confirms that each Credit Suppodument to which it is a party or
otherwise bound and all Collateral encumbered thevéll continue to guaranty or secure, as the caag be, the payment and performance
of all obligations guaranteed or secured therebyha case may be.

Each Credit Support Party (other than the Compaytiae Parent Guarantor) acknowledges and agraeg)thotwithstanding the conditions
to effectiveness set forth in this Amendment, sQobdit Support Party is not required by the terfnthe Credit Agreement or any other Loan
Document to consent to the amendments to the Chgdédement effected pursuant to this Amendment(&ndothing in the Credit
Agreement, this Amendment or any other Loan Docurskall be deemed to require the consent of suediCsupport Party to any future
amendments to the Credit Agreement.

Section 7. Miscellaneous.
A. Reference to and Effect on the Credit Agreenaet the Other Loan Documents.

(1) On and after the Fifteenth Amendment Effecidage, each reference in the Credit Agreement s Algreement", "hereunder", "hereof",
"herein" or words of like import referring to thee@lit Agreement, and each reference in the othanl@ocuments to the "Credit Agreeme

"thereunder", "thereof" or words of like import eefing to the Credit Agreement shall mean and fexence to the Amended Agreement.

(2) Except as specifically amended by this Amendmaed the amendments to the other Loan Documeetsugad as of the date hereof, the
Credit Agreement and the other Loan Documents sbihin in full force and effect and are herebifieat and confirmed.

B. Applicable Law. THIS AMENDMENT SHALL BE DEEMED © BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK, WITHOUT GI\NG EFFECT TO SUCH LAWS RELATING TO CONFLICTS OF
LAWS.

C. Headings. The various headings of this Amendraentnserted for convenience only and shall nieicathe meaning or interpretation of
this Amendment or any provision hereof.

D. Counterparts. This Amendment may be executetthdparties hereto in several counterparts anthdylifferent parties on separate
counterparts, each of which shall be deemed tonlwiginal and all of which shall constitute togethut one and the same instrument;
signature pages may be detached from multiple atpaounterparts and attached to a single coumtespahat all signature pages are
physically attached to the same document.

E. Severability. Any provision of this Amendmentiathis prohibited or unenforceable in any jurisiintshall, as to such provision and such

jurisdiction, be ineffective to the extent of symohibition or unenforceability without invalidagrthe remaining provisions of tr
Amendment or affecting the validity or enforceailf such provisions in any other jurisdiction.

IN WITNESS WHEREOF, this Amendment has been dulscexed and delivered as of the day and year tistewritten.

KAl SER ALUM NUM CORPORATI ON KAl SER ALUM NUM &
CHEM CAL CORPORATI ON
By:/s/Karen A. Twitchell By:/s/Karen A. Twitchel
Name Printed: Karen A. Twitchell Name Printed: Karen A
Twi t chel |

Its: Treasurer Its: Treasurer



BANKAMERI CA BUSI NESS CREDI T,

CREDI T, | NC.
By:/s/ M chael J. Jasaitis

Name Printed: Mchael J. Jasaitis

Its: Vice President

BANK OF AMERI CA NATI ONAL TRUST

AND SAVI NGS ASSOCI ATI ON

By:/s/ M chael Bal or

Name Printed: M chael Bal or

Its: Managi ng Director

CONGRESS FI NANCI AL  CORPORATI ON

(VESTERN)
By:/s/Kristine Metchikian

Name Printed: Kristine Metchikian

Its: Vice President

LA SALLE NATI ONAL BANK

BANKAMERI CA BUSI NESS
INC., as Agent
By:/s/ M chael J. Jasaitis
Name Printed: M chael J.
Jasaitis
Its: Vice President

THE CI' T GROUP/ BUSI NESS
CREDI T, | NC

By:/ s/ Dan Hughes

Name Printed: Dan Hughes
Its: Vice President
HELLER FI NANCI AL, | NC.
By:/s/ T. Bukowski

Name Printed: T. Bukowski
Its: Sr. Vice President

TRANSAMERI CA BUSI NESS



CREDI T CORPORATI ON

By:/s/Douglas C. Colletti By:/s/Robert L. Heinz
Name Printed: Douglas C. Colletti Name Printed: Robert L.
Hei nz
Its: First Vice President Its: Senior Vice
Pr esi dent

ABN AMRO BANK N. V.
San Francisco International Branch

By: ABN AMRO North America,
Inc., as agent
By:/s/ Jeffrey A French

Name Printed: Jeffrey A. Fren
Its: Group Vice President

By:/s/ Mchael M Tolentino
Name Printed: Mchael M Tol entino
Its: Vice President



ACKNOWLEDGED AND AGREED TO:

AKRON HOLDI NG CORPORATI ON
By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell
Its: Treasurer
KAl SER ALUM NUM PROPERTI ES,

I NC.

By:/s/Karen A. Twi tchell
Name Printed: Karen A. Twitchell

Its: Treasurer

OXNARD FORGE DI E COVPANY, | NC.

By:/s/Karen A. Twi tchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAl SER ALUM NA AUSTRALI A
CORPORATI ON

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer
ALPART JAMAI CA | NC.
By:/s/Karen A. Twitchell

Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER BAUXI TE COMPANY

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER M CROM LL HOLDI NGS, LLC

By:/s/Karen A. Twitchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAI SER TEXAS S| ERRA M CROM LLS,
LLC

By:/s/Karen A. Twi tchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER ALUM NUM &
CHEM CAL | NVESTMENT, | NC.

By:/s/Karen A. Twi tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER ALUM NUM TECHNI CAL
SERVI CES, | NC.

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAI SER ALUM NI UM
| NTERNATI ONAL, | NC.

By:/s/Karen A. Twi tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER FI NANCE
CORPORATI ON

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER JAMAI CA
CORPORATI ON

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER EXPORT COVPANY

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER SI ERRA
M CROM LLS, LLC

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER TEXAS M CROM LL
HOLDI NGS, LLC

By:/s/Karen A. Twi tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAISER BELLWOOD CORPORATION

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell
Its: Treasurer



EXHIBIT A

SUPPLEMENT TO SUBSIDIARY SECURITY AGREEMENT

THIS SUPPLEMENT TO SUBSIDIARY SECURITY AGREEMENT (t his
"Supplement"), dated as of February 23, 1999, iaraybetween Kaiser Transaction Corp., a Delawamgocation (the "New Kaiser
Subsidiary"), and BankAmerica Business Credit,,|ladelaware corporation, as agent for the Sedueeders (as defined in the Credit
Agreement referred to below) (in such capacityetbgr with its successors and assigns in such itppe "Agent"). Capitalized terms used,
but not defined, herein shall have the meaningsrgte such terms in the Credit Agreement, as antebhygé¢he Fifteenth Amendment (as
defined below).

WITNESSETH:

WHEREAS, Kaiser Aluminum & Chemical CorporationDalaware corporation (the "Company"), Kaiser AlumimCorporation, a Delawa
corporation (the "Parent Guarantor"), the varianarfcial institutions that are or may from timetitne become parties to the Credit
Agreement (collectively, the "Lenders" and, indivadly, a "Lender"), and the Agent are parties ® @redit Agreement, dated as of February
15, 1994, as amended by the First Amendment toiChkgdeement, dated as of July 21, 1994, the Seéandndment to Credit Agreement,
dated as of March 10, 1995, the Third Amendme@redit Agreement and Acknowledgment, dated as lgf2y, 1995, the Fourth
Amendment to Credit Agreement, dated as of OctalBed 995, the Fifth Amendment to Credit Agreemdated as of December 11, 1995,
the Sixth Amendment to Credit Agreement, datedf&@otober 1, 1996, the Seventh Amendment to Cisglieement, dated as of December
17, 1996, the Eighth Amendment to Credit Agreeméated as of February 24, 1997, the Ninth Amendnegredit Agreement, dated as of
April 21, 1997, the Tenth Amendment to Credit Agnemit and Assignment, dated as of June 25, 199El&éwenth Amendment to Credit
Agreement and Limited Waivers, dated as of Oct@ier1997, the Twelfth Amendment to Credit Agreemdated as of January 13, 1998,
the Thirteenth Amendment to Credit Agreement, datedf July 20, 1998, and the Fourteenth Amendneoe@tedit Agreement, dated as of
December 11, 1998 (the "Credit Agreement"); and

WHEREAS, as of the date hereof the Company, therR&uarantor, the Lenders and the Agent are agtérto a Fifteenth Amendment to
Credit Agreement (the "Fifteenth Amendment"); and

WHEREAS, the New Kaiser Subsidiary is required asradition to the effectiveness of the Fifteenthékrdment to execute this Supplement;
and

WHEREAS, the Required Lenders have consented texbeution and delivery of this Supplement by tlye#t;
NOW, THEREFORE, the parties hereto agree as folli

Section 1. Addition of New Kaiser Subsidiary.

On and after the Fifteenth Amendment Effective Datgas
defined in the Fifteenth Amendment), the New KaBebsidiary shall be a party to the Subsidiary 8gcAgreement and the terms "Kaiser
Subsidiary" and "Kaiser Subsidiaries" (as usedth@Subsidiary Security Agreement) shall include alsd be a reference to the New Kaiser
Subsidiary. Schedules | through VI of the SubsidBecurity Agreement are hereby supplemented tadecthe information set forth on
Schedules | through VI hereto with respect to tlesvNKaiser Subsidiary.

Section 2. Kaiser Subsidiary's Representations/dgadanties.

In order to induce the Agent to enter into this @ament and to supplement the Subsidiary Securgfiedment in the manner provided her
and to induce the Required Lenders to consentdio aation by the Agent, the New Kaiser Subsidiapresents and warrants as a Kaiser
Subsidiary to each Lender and the Agent that, élseoFifteenth Amendment Effective Date after giveffect to the effectiveness of this
Supplement, the following statements are true amgkct in all material respects:

A. Authorization of Agreements. The execution and

delivery of this Supplement by such Kaiser Subsjdéand the performance of the Subsidiary Securgyegment as supplemented by this
Supplement (the "Supplemented Agreement") by suaikdf Subsidiary are within such Kaiser Subsidsargtporate powers and have been
duly authorized by all necessary corporate actiothe part of such Kaiser Subsidiary.

B. No Conflict. The execution and delivery by sidiser Subsidiary of this Supplement and the peréorce by such Kaiser Subsidiary of
the Supplemented Agreement do not:

(1) contravene such Kaiser Subsidiary's Organicubents;

(2) contravene the Senior Indenture, the New Sdnagnture, the Additional New Senior Indenturesher Subordinated Indenture



contravene any other contractual restriction wiseigh a contravention has a reasonable possibilityaving a Materially Adverse Effect or
contravene any law or governmental regulation airicdecree or order binding on or affecting suclisEaSubsidiary or any of its
Subsidiaries; or

(3) result in, or require the creation or impositif, any Lien on any of such Kaiser Subsidiaryapprties, other than pursuant to the Loan
Documents.

C. Binding Obligation. This Supplement has beely @xlecuted and delivered by such Kaiser Subsi@iad/this Supplement and the
Supplemented Agreement constitute the legal, \alii binding obligations of such Kaiser Subsidiarnyforceable against such Kaiser
Subsidiary in accordance with their respective terexcept as may be limited by bankruptcy, insatyeneorganization, moratorium or
similar laws relating to or limiting creditors' hits generally and by general principles of equity.

D. Governmental Approval, Regulation, etc. No auttaiion or approval or other action by, and nag®to or filing with, any governmental
authority or regulatory body or other Person isuregf for the due execution, delivery or performané€this Supplement by such Kaiser
Subsidiary, other than the filing of appropriateaficing statements.

Section 4. Miscellaneous.

A. Applicable Law. THIS SUPPLEMENT SHALL BE DEEMEDO BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK, WITHOUT GI\NG EFFECT TO SUCH LAWS RELATING TO CONFLICTS OF
LAWS.

B. Headings. The various headings of this Supplemeninserted for convenience only and shall flecathe meaning or interpretation of
this Supplement or any provision hereof.

C. Counterparts. This Supplement may be executeteoparties hereto in several counterparts artidogifferent parties on separate
counterparts, each of which shall be deemed tohwiginal and all of which shall constitute togethut one and the same instrument;
signature pages may be detached from multiple agpaounterparts and attached to a single coumtespghat all signature pages are
physically attached to the same document.

D. Severability. Any provision of this Supplementtiah is prohibited or unenforceable in any jurigidic shall, as to such provision and such

jurisdiction, be ineffective to the extent of symiohibition or unenforceability without invalidagrthe remaining provisions of tr
Supplement or affecting the validity or enforceipibf such provisions in any other jurisdiction.

IN WITNESS WHEREOF, this Supplement has been dubceted and delivered as of the day and yeardieve written.

BANKAMERI CA BUSI NESS CREDI T,
I NC., as Agent

KAl SER TRANSACTI ON CORP.

By:/s/Mchael J. Jasaitis By:/s/Karen A. Tw tchell
Name: M chael J. Jasaitis Name: Karen A Twitchell
Its: Vice President Its: Treasurer

ACKNOWLEDGED AND AGREED TO:

AKRON HOLDI NG CORPORATI ON

By:/s/Karen A. Twi tchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER ALUM NUM PROPERTI ES,
I NC.

By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell
Its: Treasurer

OXNARD FORGE DI E COVPANY, | NC.

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER ALUM NA AUSTRALI A

KAI SER ALUM NUM & CHEM CAL
I NVESTMENT, | NC.

By:/s/Karen A. Tw tchell

Narme Printed: Karen A
Twi t chel |

Its: Treasurer

KAI SER ALUM NUM TECHNI CAL
SERVI CES, | NC.

By:/s/Karen A. Tw tchell

Narme Printed: Karen A
Twi t chel |

Its: Treasurer

KAI SER ALUM NI UM
I NTERNATI ONAL, | NC.

By:/s/Karen A. Twitchell
Narme Printed: Karen A

Twi t chel |
Its: Treasurer

KAl SER FI NANCE CORPORATI ON



CORPORATI ON

By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER M CROM LL HOLDI NGS, LLC

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER TEXAS SI ERRA M CROM LLS,
LLC

By:/s/Karen A. Twi tchell

Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER BELLWOOD CORPORATI ON
By:/s/Karen A. Twitchell

Name Printed: Karen A. Twitchell
Its: Treasurer

By:/s/Karen A. Twi tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER SI ERRA M CROM LLS, LLC

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER TEXAS M CROM LL

HOLDI NGS, LLC

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer



Supplement to the Subsidiary Security Agreement

Schedule |
U.S. Trademarks, Trade Names and Service Markd ged-ifteenth Amendment Effective Date, thererase€lrademarks registered in the
name of the New Kaiser Subsidiary in the Unitedest®atent and Trademark Offi



Supplement to the Subsidiary Security Agreement

Schedule I
U.S. Patents

As of the Fifteenth Amendment Effective Date, thare no Patents registered in the name of the NaseK Subsidiary in the United States
Patent and Trademark Offic



Supplement to the Subsidiary Security Agreement

Schedule Il
Location of Collateral

The chief place of business and the chief execulifiee of the New Kaiser Subsidiary as of the &éfith Amendment Effective Date is, and
for the four-month period immediately precedinglsdate (or such shorter time as such New KaisesiSialoy has been organized) has been,
located at 6177 Sunol Boulevard, Pleasanton, Cald®4566-7769 or 5847 San Felipe, Suite 2600 sktmy Texas 77057-3010.

As of the Fifteenth Amendment Effective Date, dlttee current books and records located in theddnBtates of the New Kaiser Subsidiary,
including its records regarding any Accounts andtiaets relating to any Accounts and all originélany, of Chattel Paper and Documents
(including all Documents covering any Goods of shehw Kaiser Subsidiary), and all of the New KaiSebsidiary's other books and recol
contracts, Chattel Paper, Equipment, Documentgnitory, and other Goods located in the United Stgecluding such books and records,
Documents, Equipment, contracts, Chattel Papegntory, or other Goods which are in transit or whace otherwise temporarily off such
premises in the ordinary course of such New Kasdysidiary's business) are located at:

6177 SUNOL BOULEVARD
PLEASANTON, CALIFORNIA 94566-7769
(ALAMEDA COUNTY)

5847 SAN FELIPE
SUITE 2600
HOUSTON, TEXAS 77057-3010
(HARRIS COUNTY)



Supplement to the Subsidiary Security Agreement

Schedule IV
Third Party Locations of Collateral

As of the Fifteenth Amendment Effective Date, Ciglial of the New Kaiser Subsidiary may be locateithe following third party locations:

None



Supplement to the Subsidiary Security Agreement

Schedule V
Deposit and Cash Equivalent Investment Accounts

As of the Fifteenth Amendment Effective Date, thenNKaiser Subsidiary has no deposit accounts aruas for holding Cash Equivalent
Investments in the United Stat



Supplement to the Subsidiary Security Agreement

Schedule VI
List of Trade Names and Fictitious Business Names

No additional information

List of Filing Offices

California Secretary of State
Texas Secretary of State



EXHIBIT B

SUPPLEMENT TO SUBSIDIARY GUARANTY

THIS SUPPLEMENT TO SUBSIDIARY GUARANTY (this "Suppl ement"),

dated as of February 23, 1999, is by and betweéseKaransaction Corp., a Delaware corporation (Mew Kaiser Subsidiary"), and
BankAmerica Business Credit, Inc., a Delaware cafion, as agent for the Secured Lenders (as definthe Credit Agreement referred to
below) (in such capacity, together with its sucoessind assigns in such capacity, the "Agent").it@kged terms used, but not defined, he
shall have the meanings given to such terms iiCtiedit Agreement, as amended by the Fifteenth Ammemd (as defined below).

WITNESSETH:

WHEREAS, Kaiser Aluminum & Chemical CorporationDalaware corporation (the "Company"), Kaiser AlumimCorporation, a Delawa
corporation (the "Parent Guarantor"), the varianarfcial institutions that are or may from timetitne become parties to the Credit
Agreement (collectively, the "Lenders" and, indivadly, a "Lender"), and the Agent are parties ® @redit Agreement, dated as of February
15, 1994, as amended by the First Amendment toiChkgdeement, dated as of July 21, 1994, the Seéandndment to Credit Agreement,
dated as of March 10, 1995, the Third Amendme@redit Agreement and Acknowledgment, dated as lgf2y, 1995, the Fourth
Amendment to Credit Agreement, dated as of OctalBed 995, the Fifth Amendment to Credit Agreemdated as of December 11, 1995,
the Sixth Amendment to Credit Agreement, datedf&@otober 1, 1996, the Seventh Amendment to Cisglieement, dated as of December
17, 1996, the Eighth Amendment to Credit Agreeméated as of February 24, 1997, the Ninth Amendnegredit Agreement, dated as of
April 21, 1997, the Tenth Amendment to Credit Agnemit and Assignment, dated as of June 25, 199El&éwenth Amendment to Credit
Agreement and Limited Waivers, dated as of Oct@ier1997, the Twelfth Amendment to Credit Agreemdated as of January 13, 1998,
the Thirteenth Amendment to Credit Agreement, datedf July 20, 1998, and the Fourteenth Amendneoe@tedit Agreement, dated as of
December 11, 1998; and

WHEREAS, as of the date hereof the Company, therR&uarantor, the Lenders and the Agent are agtérto a Fifteenth Amendment to
Credit Agreement (the "Fifteenth Amendment"); and

WHEREAS, the New Kaiser Subsidiary is required asradition to the effectiveness of the Fifteenthékrdment to execute this Supplement;
and
WHEREAS, the Required Lenders have consented texbeution and delivery of this Supplement by tlye#t;

NOW, THEREFORE, the parties hereto agree as folli
Section 1. Addition of New Kaiser Subsidiary.

On and after the Fifteenth Amendment Effective Qfatedefined in the Fifteenth Amendment), the Neaiskr Subsidiary shall be party to
Subsidiary Guaranty and the terms "Guarantor" &whtantors” (as used in the Subsidiary Guarangl) sitlude and also be a reference to
the New Kaiser Subsidiary.

Section 2. Guarantors' Representations and Wagganti

In order to induce the Agent to enter into this @ament and to supplement the Subsidiary Guaranttyd manner provided herein, and to
induce the Required Lenders to consent to suchrably the Agent, the New Kaiser Subsidiary represand warrants as a Guarantor to each
Lender and the Agent that, as of the Fifteenth Adneent Effective Date after giving effect to theeetiveness of this Supplement, the
following statements are true and correct in altarial respects:

A. Authorization of Agreements. The execution aetiwery of this Supplement by such Guarantor ardpbrformance of the Subsidiary
Guaranty as supplemented by this Supplement (thep!®8mented Agreement") by such Guarantor are wihch Guarantor's corporate
powers and have been duly authorized by all nepgssaporate action on the part of such Guarantor.

B. No Conflict. The execution and delivery by s@harantor of this Supplement and the performancguloyy Guarantor of the Supplemer
Agreement do not:

(1) contravene such Guarantor's Organic Documents;

(2) contravene the Senior Indenture, the New Senibenture, the Additional New Senior Indenturesher Subordinated Indenture or
contravene any other contractual restriction wiseich a contravention has a reasonable possibilitpaving a Materially Adverse Effect or
contravene any law or governmental regulation airtcdecree or order binding on or affecting sucla@ator or any of its Subsidiaries; or

(3) result in, or require the creation or impogitiaf, any Lien on any of such Guarantor's propgri¢her than pursuant to the Loan
Documents



C. Binding Obligation. This Supplement has beely éxlecuted and delivered by such Guarantor andstilyiplement and the Supplemented
Agreement constitute the legal, valid and bindibigations of such Guarantor, enforceable agaimsh $Suarantor in accordance with their
respective terms, except as may be limited by hapky, insolvency, reorganization, moratorium onitar laws relating to or limiting
creditors' rights generally and by general prirespbf equity.

D. Governmental Approval, Regulation, etc. No auttaiion or approval or other action by, and nag®to or filing with, any governmental
authority or regulatory body or other Person isuregf for the due execution, delivery or performeané€ this Supplement by such Guarantor.

Section 3. Miscellaneous.

A. Applicable Law. THIS SUPPLEMENT SHALL BE DEEMEDO BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK, WITHOUT GI\NG EFFECT TO SUCH LAWS RELATING TO CONFLICTS OF
LAWS.

B. Headings. The various headings of this Supplemeninserted for convenience only and shall flecathe meaning or interpretation of
this Supplement or any provision hereof.

C. Counterparts. This Supplement may be executeteoparties hereto in several counterparts antidogifferent parties on separate
counterparts, each of which shall be deemed tohwiginal and all of which shall constitute togethut one and the same instrument;
signature pages may be detached from multiple atpaounterparts and attached to a single coumtespahat all signature pages are
physically attached to the same document.

D. Severability. Any provision of this Supplementtiah is prohibited or unenforceable in any jurisidic shall, as to such provision and such

jurisdiction, be ineffective to the extent of symiohibition or unenforceability without invalidagrthe remaining provisions of tr
Supplement or affecting the validity or enforceipibf such provisions in any other jurisdiction.

IN WITNESS WHEREOF, this Supplement has been dubceted and delivered as of the day and yeardieve written.

BANKAMERI CA BUSI NESS CREDI T,

I NC., as Agent
By:/s/Mchael J. Jasaitis
Name: M chael J. Jasaitis
Its: Vice President

ACKNOWLEDGED AND AGREED TO
AKRON HOLDI NG CORPORATI ON

By:/s/Karen A. Twi tchell
Name Printed: Karen A. Twitchell

Its: Treasurer
KAl SER ALUM NUM PROPERTI ES,
I NC.
By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell
Its: Treasurer

OXNARD FORCGE DI E COVPANY, | NC.

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER ALUM NA AUSTRALI A
CORPORATI ON

By:/s/Karen A. Tw tchell

Name Printed: Karen A. Twitchell
Its: Treasurer

ALPART JAMAI CA | NC.

By:/s/Karen A. Twi tchell
Name Printed: Karen A. Twitchell

Its: Treasurer
KAl SER M CROM LL HOLDI NGS, LLC

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

KAI SER TRANSACTI ON CORP.

By:/s/Karen A. Tw tchell
Name: Karen A. Twitchell
Its: Treasurer

KAl SER ALUM NUM &

CHEM CAL | NVESTMENT, | NC.

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER ALUM NUM TECHNI CAL
SERVI CES, | NC.
By:/s/Karen A. Twitchell
Name Printed: Karen A
Twi t chel |
Its: Treasurer

KAl SER ALUM NI UM
| NTERNATI ONAL, | NC.
By:/s/Karen A. Twitchell
Name Printed: Karen A
Twi t chel |
Its: Treasurer

KAl SER FI NANCE
CORPORATI ON
By:/s/Karen A. Twi tchell
Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAI SER JAMAI CA

CORPORATI ON

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER S| ERRA M CROM LLS,
LLC

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |



Its: Treasurer

KAl SER TEXAS SI ERRA M CROM LLS,
LLC

By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER BELLWOOD CORPORATI ON
By:/s/Karen A. Twitchell

Name Printed: Karen A. Twitchell
Its: Treasurer

Its: Treasurer

KAl SER TEXAS M CROM LL
HOLDI NGS, LLC

By:/s/Karen A. Twi tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer



EXHIBIT C

SUPPLEMENT TO SUBSIDIARY PLEDGE AGREEMENT
THIS SUPPLEMENT TO SUBSIDIARY PLEDGE AGREEMENT (thi s
"Supplement"), dated as of February 23, 1999, iaryybetween Kaiser Transaction Corp., a Delawamgocation (the "New Kaiser
Subsidiary"), and BankAmerica Business Credit,,|ladelaware corporation, as agent for the Sedueeders (as defined in the Credit
Agreement referred to below) (in such capacityetbgr with its successors and assigns in such itppte "Agent"”). Capitalized terms used,
but not defined, herein shall have the meaningsrgte such terms in the Credit Agreement, as antebgé¢he Fifteenth Amendment (as
defined below).

WITNESSETH:

WHEREAS, Kaiser Aluminum & Chemical CorporationDalaware corporation (the "Company"), Kaiser AlumimCorporation, a Delawa
corporation (the "Parent Guarantor"), the varianarfcial institutions that are or may from timetitne become parties to the Credit
Agreement (collectively, the "Lenders" and, indivédly, a "Lender"), and the Agent are parties ® @redit Agreement, dated as of February
15, 1994, as amended by the First Amendment toiChkgdeement, dated as of July 21, 1994, the Seéandndment to Credit Agreement,
dated as of March 10, 1995, the Third Amendme@redit Agreement and Acknowledgment, dated as lgf2y, 1995, the Fourth
Amendment to Credit Agreement, dated as of Oct@lBed 995, the Fifth Amendment to Credit Agreemdated as of December 11, 1995,
the Sixth Amendment to Credit Agreement, datedf&@otober 1, 1996, the Seventh Amendment to Cisglieement, dated as of December
17, 1996, the Eighth Amendment to Credit Agreeméated as of February 24, 1997, the Ninth Amendnwegredit Agreement, dated as of
April 21, 1997, the Tenth Amendment to Credit Agnemit and Assignment, dated as of June 25, 199El&éwenth Amendment to Credit
Agreement and Limited Waivers, dated as of Oct@0er1997, the Twelfth Amendment to Credit Agreemdated as of January 13, 1998,
the Thirteenth Amendment to Credit Agreement, datedf July 20, 1998, and the Fourteenth Amendneoe@tedit Agreement, dated as of
December 11, 1998; and

WHEREAS, as of the date hereof the Company, therR&uarantor, the Lenders and the Agent are agtérto a Fifteenth Amendment to
Credit Agreement (the "Fifteenth Amendment"); and

WHEREAS, the New Kaiser Subsidiary is required asradition to the effectiveness of the Fifteenthékrdment to execute this Supplement;
and

WHEREAS, the Required Lenders have consented texbeution and delivery of this Supplement by thye#t;
NOW, THEREFORE, the parties hereto agree as folli
Section 1. Addition of New Kaiser Subsidiary.

On and after the Fifteenth Amendment Effective Qfatedefined in the Fifteenth Amendment), the Neaiskr Subsidiary shall be a party to
the Subsidiary Pledge Agreement and the terms gBland "Pledgors” (as used in the Subsidiary gdefigreement) shall include and also
be a reference to the New Kaiser Subsidiary.

Section 2. Pledgor's Representations and Warranties

In order to induce the Agent to enter into this @ament and to supplement the Subsidiary Pledgeékgent in the manner provided herein,
and to induce the Required Lenders to consentdio aation by the Agent, the New Kaiser Subsidiapresents and warrants as a Pledgor to
each Lender and the Agent that, as of the FifteAntendment Effective Date after giving effect te &ffectiveness of this Supplement, the
following statements are true and correct in alterial respects:

A. Authorization of Agreements. The execution aetiwbry of this Supplement by such Pledgor andatiidormance of the Subsidiary Plec
Agreement as supplemented by this Supplement 8bpplemented Agreement™) by such Pledgor are withal Pledgor's corporate powers
and have been duly authorized by all necessaryocatg action on the part of such Pledgor.

B. No Conflict. The execution and delivery by such

Pledgor of this Supplement and the performanceubii ®ledgor of the Supplemented Agreement do not:
(1) contravene such Pledgor's Organic Documents;

(2) contravene the Senior Indenture, the New Sénienture, the Additional New Senior Indenturesher Subordinated Indenture or
contravene any other contractual restriction wiseich a contravention has a reasonable possibilityaving a Materially Adverse Effect or
contravene any law or governmental regulation airicdecree or order binding on or affecting suadBbr or any of its Subsidiaries;



(3) result in, or require the creation or impogitiaf, any Lien on any of such Pledgor's propertéiser than pursuant to the Loan Documents.

C. Binding Obligation. This Supplement has beely @xiecuted and delivered by such Pledgor and tinipl®ment and the Supplemented
Agreement constitute the legal, valid and bindibtigations of such Pledgor, enforceable against tledgor in accordance with their
respective terms, except as may be limited by hanky, insolvency, reorganization, moratorium onigr laws relating to or limiting
creditors' rights generally and by general prirespbf equity.

D. Governmental Approval, Regulation, etc. No autaiion or approval or other action by, and nde®to or filing with, any governmental
authority or regulatory body or other Person isuresfl for the due execution, delivery or perforn@oé€this Supplement by such Pledgor.

Section 3. Miscellaneous.

A. Applicable Law. THIS SUPPLEMENT SHALL BE DEEMEDO BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK, WITHOUT GI\NG EFFECT TO SUCH LAWS RELATING TO CONFLICTS OF
LAWS.

B. Headings. The various headings of this Supplemeninserted for convenience only and shall flecathe meaning or interpretation of
this Supplement or any provision hereof.

C. Counterparts. This Supplement may be executdteoparties hereto in several counterparts antidogifferent parties on separate
counterparts, each of which shall be deemed tolwiginal and all of which shall constitute togethut one and the same instrument;
signature pages may be detached from multiple atpaounterparts and attached to a single coumtespahat all signature pages are
physically attached to the same document.

D. Severability. Any provision of this Supplementigh is prohibited or unenforceable in any jurisidic shall, as to such provision and such
jurisdiction, be ineffective to the extent of symiohibition or unenforceability without invalidagrthe remaining provisions of tr
Supplement or affecting the validity or enforcepibf such provisions in any other jurisdictic



BANKAMERI CA BUSI NESS CREDI T,
I NC., as Agent

By:/s/Mchael J. Jasaitis
Name: M chael J. Jasaitis
Its: Vice President

ACKNOWLEDGED AND AGREED TO:

AKRON HOLDI NG CORPORATI ON
By:/s/Karen A. Twitchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAl SER ALUM NUM PROPERTI ES,
I NC.

By:/s/ Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

OXNARD FORGE DI E COVPANY, | NC.
By:/s/Karen A. Twitchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAl SER ALUM NA AUSTRALI A
CORPORATI ON

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER M CROM LL HOLDI NGS, LLC

By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER TEXAS SI ERRA M CROM LLS,
LLC

By:/s/Karen A. Twi tchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER BELLWOOD CORPORATI ON
By:/s/Karen A. Twi tchell

Name Printed: Karen A. Twitchell
Its: Treasurer

IN WITNESS WHEREOF, this Supplement has been dugceted and delivered as of the day and yeardieve written.

KAl SER TRANSACTI ON CORP.

By:/s/Karen A. Tw tchell
Name: Karen A. Twitchell
Its: Treasurer

KAl SER ALUM NUM &
CHEM CAL | NVESTMENT, | NC.

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER ALUM NUM TECHNI CAL
SERVI CES, | NC.

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER ALUM NI UM
I NTERNATI ONAL, | NC.

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER FI NANCE
CORPORATI ON

By:/s/Karen A. Twitchell
Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER SI ERRA M CROM LLS,
LLC

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER TEXAS M CROM LL
HOLDI NGS, LLC

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer



EXECUTION COPY
SUPPLEMENT TO SUBSIDIARY SECURITY AGREEMENT
THIS SUPPLEMENT TO SUBSIDIARY SECURITY AGREEMENT (t his
"Supplement"), dated as of February 23, 1999, iarfnbetween Kaiser Transaction Corp., a Delawamgocation (the "New Kaiser
Subsidiary"), and BankAmerica Business Credit,,ladelaware corporation, as agent for the Sedueeders (as defined in the Credit
Agreement referred to below) (in such capacityetbgr with its successors and assigns in such itgpéde "Agent"). Capitalized terms used,
but not defined, herein shall have the meaningsrgte such terms in the Credit Agreement, as antebgé¢he Fifteenth Amendment (as
defined below).

WITNESSETH:

WHEREAS, Kaiser Aluminum & Chemical CorporationDalaware corporation (the "Company"), Kaiser AlumrimCorporation, a Delawa
corporation (the "Parent Guarantor"), the varidnaricial institutions that are or may from timetitne become parties to the Credit
Agreement (collectively, the "Lenders" and, indivédly, a "Lender"), and the Agent are parties ® @redit Agreement, dated as of February
15, 1994, as amended by the First Amendment toiCkgdeement, dated as of July 21, 1994, the Sedandndment to Credit Agreement,
dated as of March 10, 1995, the Third Amendme®@redit Agreement and Acknowledgment, dated as lgf2y, 1995, the Fourth
Amendment to Credit Agreement, dated as of Oct@lBed 995, the Fifth Amendment to Credit Agreemdated as of December 11, 1995,
the Sixth Amendment to Credit Agreement, datedfa&3obober 1, 1996, the Seventh Amendment to Cregiitement, dated as of December
17, 1996, the Eighth Amendment to Credit Agreeméated as of February 24, 1997, the Ninth Amendnte@redit Agreement, dated as of
April 21, 1997, the Tenth Amendment to Credit Agneat and Assignment, dated as of June 25, 199Eléwventh Amendment to Credit
Agreement and Limited Waivers, dated as of Oct@0er1997, the Twelfth Amendment to Credit Agreemdated as of January 13, 1998,
the Thirteenth Amendment to Credit Agreement, datedf July 20, 1998, and the Fourteenth Amenditee@tedit Agreement, dated as of
December 11, 1998 (the "Credit Agreement"); and

WHEREAS, as of the date hereof the Company, therR&uarantor, the Lenders and the Agent are egtério a Fifteenth Amendment to
Credit Agreement (the "Fifteenth Amendment"); and

WHEREAS, the New Kaiser Subsidiary is required asradition to the effectiveness of the Fifteenthekxdment to execute this Supplement;
and

WHEREAS, the Required Lenders have consented texeeution and delivery of this Supplement by thyeAt;
NOW, THEREFORE, the parties hereto agree as folli

Section 1. Addition of New Kaiser Subsidiary.
On and after the Fifteenth Amendment Effective Datgas

defined in the Fifteenth Amendment), the New KaBebsidiary shall be a party to the Subsidiary 8gcAgreement and the terms "Kaiser
Subsidiary" and "Kaiser Subsidiaries" (as usedhéSubsidiary Security Agreement) shall include alsd be a reference to the New Kaiser
Subsidiary. Schedules | through VI of the SubsidBecurity Agreement are hereby supplemented tadecthe information set forth on
Schedules | through VI hereto with respect to tieevNKaiser Subsidiary.

Section 2. Kaiser Subsidiary's Representations/dadanties.

In order to induce the Agent to enter into this @ament and to supplement the Subsidiary Securdedment in the manner provided her
and to induce the Required Lenders to consentdio gation by the Agent, the New Kaiser Subsidiagresents and warrants as a Kaiser
Subsidiary to each Lender and the Agent that, élseoFifteenth Amendment Effective Date after giveffect to the effectiveness of this
Supplement, the following statements are true amect in all material respects:

A. Authorization of Agreements. The execution aetiwry of this Supplement by such Kaiser Subsidard the performance of the
Subsidiary Security Agreement as supplemented isySipplement (the "Supplemented Agreement”) b &laiser Subsidiary are within
such Kaiser Subsidiary's corporate powers and baga duly authorized by all necessary corporaieraon the part of such Kaiser
Subsidiary.

B. No Conflict. The execution and delivery by sidiser Subsidiary of this Supplement and the peréorce by such Kaiser Subsidiary of
the Supplemented Agreement do not:

(1) contravene such Kaiser Subsidiary's OrganicuDemts;

(2) contravene the Senior Indenture, the New Sdnabgnture, the Additional New Senior Indenturesher Subordinated Indenture or
contravene any other contractual restriction wiseigh a contravention has a reasonable possibilityaving a Materially Adverse Effect or
contravene any law or governmental regulation airicdecree or order binding on or affecting suclis&aSubsidiary or any of its
Subsidiaries; o



(3) result in, or require the creation or impositif, any Lien on any of such Kaiser Subsidiaryapprties, other than pursuant to the Loan
Documents.

C. Binding Obligation. This Supplement has beely @xlecuted and delivered by such Kaiser Subsidiad/this Supplement and the
Supplemented Agreement constitute the legal, \aliti binding obligations of such Kaiser Subsidiaryforceable against such Kaiser
Subsidiary in accordance with their respective graxcept as may be limited by bankruptcy, insatyeneorganization, moratorium or
similar laws relating to or limiting creditors' tits generally and by general principles of equity.

D. Governmental Approval, Regulation, etc. No auttaiion or approval or other action by, and nag®to or filing with, any governmental
authority or regulatory body or other Person isuresf for the due execution, delivery or perforn@n€this Supplement by such Kaiser
Subsidiary, other than the filing of appropriateaficing statements.

Section 4. Miscellaneous.

A. Applicable Law. THIS SUPPLEMENT SHALL BE DEEMEDO BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK, WITHOUT GIW\NG EFFECT TO SUCH LAWS RELATING TO CONFLICTS OF
LAWS.

B. Headings. The various headings of this Supplémeninserted for convenience only and shall ffecathe meaning or interpretation of
this Supplement or any provision hereof.

C. Counterparts. This Supplement may be executetebparties hereto in several counterparts arntidogifferent parties on separate
counterparts, each of which shall be deemed tonlwiginal and all of which shall constitute togethut one and the same instrument;
signature pages may be detached from multiple apaounterparts and attached to a single coumtespahat all signature pages are
physically attached to the same document.

D. Severability. Any provision of this Supplementiah is prohibited or unenforceable in any jurigidic shall, as to such provision and such

jurisdiction, be ineffective to the extent of symohibition or unenforceability without invalidagrthe remaining provisions of tr
Supplement or affecting the validity or enforceipibf such provisions in any other jurisdiction.

IN WITNESS WHEREOF, this Supplement has been duceted and delivered as of the day and yeardbete written.

BANKAMERI CA BUSI NESS CREDI T,
I NC., as Agent

KAl SER TRANSACTI ON CORP.

By:/s/ M chael J. Jasaitis By:/s/Karen A. Twitchell
Name: M chael J. Jasaitis Name: Karen A Twitchell
Its: Vice President Its: Treasurer

ACKNONLEDGED AND AGREED TO
AKRON HOLDI NG CORPORATI ON KAI SER ALUM NUM &

CHEM CAL | NVESTMENT, | NC.

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

By:/s/Karen A. Twitchell
Name Printed: Karen A
Twi t chel |

Its: Treasurer Its: Treasurer

KAl SER ALUM NUM PROPERTI ES,
I NC.
By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell
Its: Treasurer
OXNARD FORCE DI E COVMPANY, | NC.

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER ALUM NA AUSTRALI A
CORPORATI ON

By:/s/ Karen A. Twitchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAI SER M CROM LL HOLDI NGS, LLC

By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER ALUM NUM TECHNI CAL
SERVI CES, | NC.
By: Karen A. Twitchell
Name Printed: Karen A
Twi t chel |
Its: Treasurer

KAl SER ALUM NI UM

| NTERNATI ONAL, | NC.

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAI SER FI NANCE
CORPORATI ON
By:/s/Karen A. Twitchell
Name Printed: Karen A
Twi t chel |
Its: Treasurer

KAl SER S| ERRA M CROM LLS,
LLC

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer



KAl SER TEXAS SI ERRA M CROM LLS,
LLC

By:/s/Karen A. Tw tchell

Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER BELLWOOD CORPORATI ON
By:/s/ Karen A. Twitchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAl SER TEXAS M CROM LL
HOLDI NGS, LLC
By:/s/Karen A. Tw tchell
Name Printed: Karen A
Twi t chel |
Its: Treasurer



Supplement to the Subsidiary Security Agreement

Schedule |
U.S. Trademarks, Trade Names and Service Markd ged-ifteenth Amendment Effective Date, thererase€lrademarks registered in the
name of the New Kaiser Subsidiary in the Unitedest®atent and Trademark Offi



Supplement to the Subsidiary Security Agreement

Schedule I
U.S. Patents

As of the Fifteenth Amendment Effective Date, thare no Patents registered in the name of the NaseK Subsidiary in the United States
Patent and Trademark Offic



Supplement to the Subsidiary Security Agreement

Schedule IlI

Location of Collateral The chief place of businass the chief executive office of the New Kaiseb&diary as of the Fifteenth Amendment
Effective Date is, and for the founonth period immediately preceding such date (ohslnorter time as such New Kaiser Subsidiary leas
organized) has been, located at 6177 Sunol BouePdeasanton, California 94566-7769 or 5847 Sdipé;eSuite 2600, Houston, Texas
77057-3010.

As of the Fifteenth Amendment Effective Date, dlthe current books and records located in theddnB8tates of the New Kaiser Subsidiary,
including its records regarding any Accounts andaticats relating to any Accounts and all origindlany, of Chattel Paper and Documents
(including all Documents covering any Goods of sielw Kaiser Subsidiary), and all of the New KaiSebsidiary's other books and recol
contracts, Chattel Paper, Equipment, Documentgnitory, and other Goods located in the United Stgecluding such books and records,
Documents, Equipment, contracts, Chattel Papeentory, or other Goods which are in transit or wahdce otherwise temporarily off such
premises in the ordinary course of such New Kdsdrsidiary's business) are located at:

6177 SUNOL BOULEVARD
PLEASANTON, CALIFORNIA 94566-7769
(ALAMEDA COUNTY)

5847 SAN FELIPE
SUITE 2600
HOUSTON, TEXAS 77057-3010
(HARRIS COUNTY)



Supplement to the Subsidiary Security Agreement

Schedule IV
Third Party Locations of Collateral
As of the Fifteenth Amendment Effective Date, Cilial of the New Kaiser Subsidiary may be locatettha following third party locations:

None



Supplement to the Subsidiary Security Agreement

Schedule V
Deposit and Cash Equivalent Investment Accounts

As of the Fifteenth Amendment Effective Date, theaNKaiser Subsidiary has no deposit accounts ayuaats for holding Cash Equivalent
Investments in the United Stat



Supplement to the Subsidiary Security Agreement

Schedule VI
List of Trade Names and Fictitious Business Namesdditional information.
List of Filing Offices

State Office

California Secretary of State
Texas Secretary of State



EXECUTION COPY
SUPPLEMENT TO SUBSIDIARY GUARANTY

THIS SUPPLEMENT TO SUBSIDIARY GUARANTY (this "Supginent"), dated as of February 23, 1999, is by ataden Kaiser
Transaction Corp., a Delaware corporation (the "N&iser Subsidiary"), and BankAmerica Business Gréac., a Delaware corporation, as
agent for the Secured Lenders (as defined in tediCAgreement referred to below) (in such capadggether with its successors and ass
in such capacity, the "Agent"). Capitalized terrsedj but not defined, herein shall have the meargngen to such terms in the Credit
Agreement, as amended by the Fifteenth Amendmerdgfined below).

WITNESSETH:

WHEREAS, Kaiser Aluminum & Chemical CorporationDalaware corporation (the "Company"), Kaiser AlumimCorporation, a Delawa
corporation (the "Parent Guarantor"), the varianarfcial institutions that are or may from timetitne become parties to the Credit
Agreement (collectively, the "Lenders" and, indivédly, a "Lender"), and the Agent are parties ® @redit Agreement, dated as of February
15, 1994, as amended by the First Amendment toiCkgdeement, dated as of July 21, 1994, the Seédoandndment to Credit Agreement,
dated as of March 10, 1995, the Third Amendme@redit Agreement and Acknowledgment, dated as lgf2y, 1995, the Fourth
Amendment to Credit Agreement, dated as of Oct@lBed 995, the Fifth Amendment to Credit Agreemdated as of December 11, 1995,
the Sixth Amendment to Credit Agreement, datedfa&3obober 1, 1996, the Seventh Amendment to Creglitement, dated as of December
17, 1996, the Eighth Amendment to Credit Agreeméated as of February 24, 1997, the Ninth Amendne6redit Agreement, dated as of
April 21, 1997, the Tenth Amendment to Credit Agnemit and Assignment, dated as of June 25, 199El&éwenth Amendment to Credit
Agreement and Limited Waivers, dated as of Oct@0er1997, the Twelfth Amendment to Credit Agreemdated as of January 13, 1998,
the Thirteenth Amendment to Credit Agreement, datedf July 20, 1998, and the Fourteenth Amenditee@tedit Agreement, dated as of
December 11, 1998; and WHEREAS, as of the dateoh#te Company, the Parent Guarantor, the Lendetdlee Agent are entering into a
Fifteenth Amendment to Credit Agreement (the "[iftth Amendment"); and

WHEREAS, the New Kaiser Subsidiary is required asradition to the effectiveness of the Fifteenthekxdment to execute this Supplement;
and

WHEREAS, the Required Lenders have consented texeeution and delivery of this Supplement by thyeAt;
NOW, THEREFORE, the parties hereto agree as folli
Section 1. Addition of New Kaiser Subsidiary.

On and after the Fifteenth Amendment Effective Qfatedefined in the Fifteenth Amendment), the Neaiskr Subsidiary shall be party to
Subsidiary Guaranty and the terms "Guarantor" &htantors” (as used in the Subsidiary Guarangl) sitlude and also be a reference to
the New Kaiser Subsidiary.

Section 2. Guarantors' Representations and Wagganti

In order to induce the Agent to enter into this @ament and to supplement the Subsidiary Guarantlys manner provided herein, and to
induce the Required Lenders to consent to suchrably the Agent, the New Kaiser Subsidiary reprissand warrants as a Guarantor to each
Lender and the Agent that, as of the Fifteenth Adneent Effective Date after giving effect to theegtiveness of this Supplement, the
following statements are true and correct in altarial respects:

A. Authorization of Agreements. The execution aetivibry of this Supplement by such Guarantor ardprformance of the Subsidiary
Guaranty as supplemented by this Supplement (thppgi8mented Agreement") by such Guarantor are wihch Guarantor's corporate
powers and have been duly authorized by all nepgssaporate action on the part of such Guarantor.

B. No Conflict. The execution and delivery by si&harantor of this Supplement and the performancsubis Guarantor of the Supplemer
Agreement do not:

(1) contravene such Guarantor's Organic Documents;

(2) contravene the Senior Indenture, the New Sdnabgnture, the Additional New Senior Indenturesher Subordinated Indenture or
contravene any other contractual restriction wiseich a contravention has a reasonable possibilityaving a Materially Adverse Effect or
contravene any law or governmental regulation artcdecree or order binding on or affecting sucta@ator or any of its Subsidiaries; or

(3) result in, or require the creation or impositiaf, any Lien on any of such Guarantor's propgrti¢her than pursuant to the Loan
Documents.

C. Binding Obligation. This Supplement has beely @xlecuted and delivered by such Guarantor andstilyiplement and the Supplemented
Agreement constitute the legal, valid and bindibtigations of such Guarantor, enforceable againsh $Suarantor in accordance with their
respective terms, except as may be limited by hapky, insolvency, reorganization, moratorium oniar laws relating to or limitin



creditors' rights generally and by general prirespbf equity.

D. Governmental Approval, Regulation, etc. No auttaiion or approval or other action by, and nag®to or filing with, any governmental
authority or regulatory body or other Person isuresf for the due execution, delivery or perform@ané€ this Supplement by such Guarantor.

Section 3. Miscellaneous.

A. Applicable Law. THIS SUPPLEMENT SHALL BE DEEMEDO BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK, WITHOUT GIW\NG EFFECT TO SUCH LAWS RELATING TO CONFLICTS OF
LAWS.

B. Headings. The various headings of this Supplémeninserted for convenience only and shall ffecathe meaning or interpretation of
this Supplement or any provision hereof.

C. Counterparts. This Supplement may be executetebparties hereto in several counterparts antidogifferent parties on separate
counterparts, each of which shall be deemed tohwiginal and all of which shall constitute togethut one and the same instrument;
signature pages may be detached from multiple atpaounterparts and attached to a single coumtespahat all signature pages are
physically attached to the same document.

D. Severability. Any provision of this Supplementigh is prohibited or unenforceable in any jurigidic shall, as to such provision and such
jurisdiction, be ineffective to the extent of symiohibition or unenforceability without invalidagrthe remaining provisions of tr
Supplement or affecting the validity or enforceypibf such provisions in any other jurisdictic



BANKAMERI CA BUSI NESS CREDI T,
I NC., as Agent

By:/s/Mchael J. Jasaitis
Name: M chael J. Jasaitis
Its: Vice President
ACKNOWLEDGED AND AGREED TO

AKRON HOLDI NG CORPORATI ON

By:/s/Karen A. Twi tchell
Name Printed: Karen A. Twitchell

Its: Treasurer
KAl SER ALUM NUM PROPERTI ES,
I NC.
By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer
OXNARD FORCGE DI E COMPANY, | NC.

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAl SER ALUM NA AUSTRALI A
CORPORATI ON

By:/s/Karen A. Twi tchell

Name Printed: Karen A. Twitchell

Its: Treasurer

ALPART JAMAI CA | NC.

By:/s/Karen A. Tw tchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAl SER M CROM LL HOLDI NGS, LLC
By:/s/Karen A. Twi tchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAI SER TEXAS SI ERRA M CROM LLS,
LLC

By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER BELLWOOD CORPORATI ON
By:/s/Karen A. Twitchell

Name Printed: Karen A. Twitchell
Its: Treasurer

IN WITNESS WHEREOF, this Supplement has been dugceted and delivered as of the day and yeardieve written.

KAl SER TRANSACTI ON CORP.

By:/s/Karen A. Twi tchell
Name: Karen A. Twitchell
Its: Treasurer

KAl SER ALUM NUM &
CHEM CAL | NVESTMENT,
I NC.
By:/s/Karen A. Tw tchell
Name Printed: Karen A
Twi t chel |
Its: Treasurer

KAl SER ALUM NUM TECHNI CAL
SERVI CES, | NC.
By:/s/Karen A. Twitchell
Name Printed: Karen A
Twi t chel |
Its: Treasurer
KAl SER ALUM NI UM
| NTERNATI ONAL, | NC.

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAI SER FI NANCE
CORPORATI ON
By:/s/Karen A. Tw tchell
Name Printed: Karen A
Twi t chel |
Its: Treasurer

KAl SER JAMVAI CA
CORPORATI ON

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER SI ERRA
M CROM LLS, LLC

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAI SER TEXAS M CROM LL
HOLDI NGS, LLC

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer



EXECUTION COPY
SUPPLEMENT TO SUBSIDIARY PLEDGE AGREEMENT

THIS SUPPLEMENT TO SUBSIDIARY PLEDGE AGREEMENT (thiSupplement”), dated as of February 23, 1998y iand between
Kaiser Transaction Corp., a Delaware corporatiba (New Kaiser Subsidiary"), and BankAmerica Buss€redit, Inc., a Delaware
corporation, as agent for the Secured Lendersdfisedl in the Credit Agreement referred to below)s{ich capacity, together with its
successors and assigns in such capacity, the "Ag@apitalized terms used, but not defined, heskiall have the meanings given to such
terms in the Credit Agreement, as amended by thedrith Amendment (as defined below).

WITNESSETH:

WHEREAS, Kaiser Aluminum & Chemical CorporationDalaware corporation (the "Company"), Kaiser AlumimCorporation, a Delawa
corporation (the "Parent Guarantor"), the varidnaricial institutions that are or may from timetitne become parties to the Credit
Agreement (collectively, the "Lenders" and, indivadly, a "Lender"), and the Agent are parties ® @redit Agreement, dated as of February
15, 1994, as amended by the First Amendment toiChkgdeement, dated as of July 21, 1994, the Seéandndment to Credit Agreement,
dated as of March 10, 1995, the Third Amendme@redit Agreement and Acknowledgment, dated as lgf2y, 1995, the Fourth
Amendment to Credit Agreement, dated as of OctalBed 995, the Fifth Amendment to Credit Agreemdated as of December 11, 1995,
the Sixth Amendment to Credit Agreement, datedf&@otober 1, 1996, the Seventh Amendment to Cisglieement, dated as of December
17, 1996, the Eighth Amendment to Credit Agreeméated as of February 24, 1997, the Ninth Amendnegredit Agreement, dated as of
April 21, 1997, the Tenth Amendment to Credit Agneat and Assignment, dated as of June 25, 199Eléwventh Amendment to Credit
Agreement and Limited Waivers, dated as of Oct@ier1997, the Twelfth Amendment to Credit Agreemdated as of January 13, 1998,
the Thirteenth Amendment to Credit Agreement, datedf July 20, 1998, and the Fourteenth Amendneoe@tedit Agreement, dated as of
December 11, 1998; and

WHEREAS, as of the date hereof the Company, therR&uarantor, the Lenders and the Agent are egtério a Fifteenth Amendment to
Credit Agreement (the "Fifteenth Amendment"); and

WHEREAS, the New Kaiser Subsidiary is required asradition to the effectiveness of the Fifteenthekxdment to execute this Supplement;
and

WHEREAS, the Required Lenders have consented texeeution and delivery of this Supplement by thyeAt;
NOW, THEREFORE, the parties hereto agree as folli
Section 1. Addition of New Kaiser Subsidiary.

On and after the Fifteenth Amendment Effective Qatedefined in the Fifteenth Amendment), the Neaiskr Subsidiary shall be a party to
the Subsidiary Pledge Agreement and the terms gBldnd "Pledgors” (as used in the Subsidiary dgdefigreement) shall include and also
be a reference to the New Kaiser Subsidiary.

Section 2. Pledgor's Representations and Warranties

In order to induce the Agent to enter into this @ament and to supplement the Subsidiary Pledge&xgent in the manner provided herein,
and to induce the Required Lenders to consentdio gation by the Agent, the New Kaiser Subsidiapresents and warrants as a Pledgor to
each Lender and the Agent that, as of the FifteAntendment Effective Date after giving effect te &ffectiveness of this Supplement, the
following statements are true and correct in altarial respects:

A. Authorization of Agreements. The execution aetiwery of this Supplement by such Pledgor andptiidormance of the Subsidiary Plec
Agreement as supplemented by this Supplement 8bpplemented Agreement”) by such Pledgor are withahn Pledgor's corporate powers
and have been duly authorized by all necessaryocatg action on the part of such Pledgor.

B. No Conflict. The execution and delivery by surlbdgor of this Supplement and the performanceubiz ®ledgor of the Supplemented
Agreement do not:

(1) contravene such Pledgor's Organic Documents;

(2) contravene the Senior Indenture, the New Senibenture, the Additional New Senior Indenturesher Subordinated Indenture or
contravene any other contractual restriction wiseigh a contravention has a reasonable possibilitaving a Materially Adverse Effect or
contravene any law or governmental regulation airicdecree or order binding on or affecting suadBbr or any of its Subsidiaries; or

(3) result in, or require the creation or impogitif, any Lien on any of such Pledgor's propertgiser than pursuant to the Loan Docume



C. Binding Obligation. This Supplement has beery @xkecuted and delivered by such Pledgor and tpl8ment and the Supplemented
Agreement constitute the legal, valid and bindibfigations of such Pledgor, enforceable against $tledgor in accordance with their
respective terms, except as may be limited by hapky, insolvency, reorganization, moratorium onitar laws relating to or limiting
creditors' rights generally and by general prirespbf equity.

D. Governmental Approval, Regulation, etc. No auttaiion or approval or other action by, and nag®to or filing with, any governmental
authority or regulatory body or other Person isuresfl for the due execution, delivery or perforn@aoé€this Supplement by such Pledgor.

Section 3. Miscellaneous.

A. Applicable Law. THIS SUPPLEMENT SHALL BE DEEMEDO BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK, WITHOUT GIW\NG EFFECT TO SUCH LAWS RELATING TO CONFLICTS OF
LAWS.

B. Headings. The various headings of this Supplémeninserted for convenience only and shall ffecathe meaning or interpretation of
this Supplement or any provision hereof.

C. Counterparts. This Supplement may be executetebparties hereto in several counterparts arntidogifferent parties on separate
counterparts, each of which shall be deemed tolwiginal and all of which shall constitute togethut one and the same instrument;
signature pages may be detached from multiple atpaounterparts and attached to a single coumtespahat all signature pages are
physically attached to the same document.

D. Severability. Any provision of this Supplementigh is prohibited or unenforceable in any jurisidic shall, as to such provision and such
jurisdiction, be ineffective to the extent of symiohibition or unenforceability without invalidagrthe remaining provisions of tr
Supplement or affecting the validity or enforceipibf such provisions in any other jurisdiction.

IN WITNESS WHEREOF, this Supplement has been dugceted and delivered as of the day and yeardieve written.

BANKAMERI CA BUSI NESS CREDI T,
I NC., as Agent

KAl SER TRANSACTI ON CORP.

By:/s/ Mchael J. Jasaitis By:/s/Karen A. Twitchell
Name: M chael J. Jasaitis Name: Karen A. Twitchell
Its: Vice President Its: Treasurer

ACKNONLEDGED AND AGREED TO

AKRON HOLDI NG CORPORATI ON KAl SER ALUM NUM &

CHEM CAL | NVESTMENT,
I NC.

By:/s/Karen A. Tw tchell
Name Printed: Karen A. Twitchell

Its: Treasurer
KAl SER ALUM NUM PROPERTI ES,
I NC.
By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell
Its: Treasurer
OXNARD FORGE DI E COVPANY, | NC.
By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER ALUM NA AUSTRALI A
CORPORATI ON

By:/s/ Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER M CROM LL HOLDI NGS, LLC

By:/s/ Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

By:/s/Karen A. Tw tchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER ALUM NUM TECHNI CAL
SERVI CES, | NC.
By:/s/Karen A. Twitchell
Name Printed: Karen A
Twi t chel |
Its: Treasurer

KAl SER ALUM NI UM
I NTERNATI ONAL, | NC.

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER FI NANCE
CORPORATI ON

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer

KAl SER SI ERRA
M CROM LLS, LLC

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer



KAl SER TEXAS SI ERRA M CROM LLS,
LLC

By:/s/Karen A. Twitchell
Name Printed: Karen A. Twitchell

Its: Treasurer

KAI SER BELLWOOD CORPORATI ON
By:/s/Karen A. Tw tchell

Name Printed: Karen A. Twitchell
Its: Treasurer

KAl SER TEXAS M CROM LL
HOLDI NGS, LLC

By:/s/Karen A. Twitchell

Name Printed: Karen A
Twi t chel |

Its: Treasurer



ExecutionCopy

SIXTEENTH AMENDMENT TO CREDIT AGREEMENT

THIS SIXTEENTH AMENDMENT TO CREDIT AGREEMENT (this
"Amendment"), dated as of March 26, 1999, is by betdveerKAISER ALUMINUM & CHEMICAL CORPORATION, a Delaware
corporation (the "Company"), KAISER ALUMINUM CORP@HION, a Delaware corporation (the "Parent Guargijtohe various
financial institutions that are or may from timetitde become parties to the Credit Agreement refeto below (collectively, the "Lenders"
and, individually, a "Lender"), and BANKAMERICA BUSESS CREDIT, INC., a Delaware corporation, as ag@nsuch capacity, together
with its successors and assigns in such capakéyAgent") for the Lenders. Capitalized terms ydmd not defined, herein shall have the
meanings given to such terms in the Credit Agreegnsenamended hereby.

WITNESSETH:

WHEREAS, the Company, the Parent Guarantor, theléenand the Agent are parties to the Credit Agesendated as of February 15,
1994, as amended by the First Amendment to Cregliéément, dated as of July 21, 1994, the Seconchdment to Credit Agreement, da
as of March 10, 1995, the Third Amendment to CrAditeement and Acknowledgement, dated as of July1 295, the Fourth Amendment to
Credit Agreement, dated as of October 17, 1995Fiftle Amendment to Credit Agreement, dated as e€&mber 11, 1995, the Sixth
Amendment to Credit Agreement, dated as of Oct@b&96, the Seventh Amendment to Credit Agreentted as of December 17, 1996,
the Eighth Amendment to Credit Agreement, datedfa&ebruary 24, 1997, the Ninth Amendment to Crégiteement and Acknowledgme
dated as of April 21, 1997, the Tenth Amendmer@itedit Agreement and Assignment, dated as of J6n&é37, the Eleventh Amendmen
Credit Agreement and Limited Waivers, dated as cb@er 20, 1997, the Twelfth Amendment to Creditéggnent, dated as of January 13,
1998, the Thirteenth Amendment to Credit Agreeméatied as of July 20, 1998, the Fourteenth Amentlitoe@redit Agreement, dated as of
December 11, 1998, and the Fifteenth AmendmentediCAgreement, dated as of February 23, 1999"@nedit Agreement”); and

WHEREAS, the parties hereto have agreed to amen@ihdit Agreement as herein provided; NOW, THERREQthe parties hereto agree
as follows:

Section 1. Amendments to Credit Agreement.

1.1 Amendments to Article I: Definitions and
Accounting Terms.

Subsection 1.1 of the Credit Agreement is herebgratad by amending the definition of "Minimum Net i3 contained therein to read in
its entirety as follows:

"Minimum Net Worth' means (a) for each Fiscal Qemaof the Company ending on or prior to Decemterl®98 (commencing with the
Fiscal Quarter ending September 30, 1996), $5000000lus 50% of Net Income (but not loss) for esuath Fiscal Quarter and (b) for each
Fiscal Quarter of the Company ending after 199803#0,000 plus 50% of Net Income (but not loss)efich such Fiscal Quarter."

1.2 Amendments to Article IX: Covenants.

A. Section 9.2.4(a) of the Credit Agreement is bgramended by deleting the proviso contained theaed substituting the following
therefor: "provided that for purposes of this Sat#.2.4(a), the calculation of Net Worth shalllexle the effect of any non-cash charges, up
to an aggregate amount of $70,000,000, in resgebedVicromill project, including (without limitén) any write-down of Micromill projec
assets located at the Center for Technology insBlgan, California, and at the Micromill facilitgar Reno, Nevada."

B. Section 9.2.4(b) of the Credit Agreement is bgramended to read in its entirety as follows:

"(b) Interest Coverage Ratio. The Company shallpgoimit the Interest Coverage Ratio (i) for the Brezal Quarter period ending March 31,
1996 to be less than 1.1 to 1.0, (ii) for the tvimckl Quarter period ending June 30, 1996 to kethen 1.2 to 1.0,

(iii) for the three Fiscal Quarter period endingpt&enber 30, 1996 to be less than 0.5 to 1.0, évjHe four Fiscal Quarter period ending
December 31, 1996 to be less than 0.3 to 1.0pfvhe one Fiscal Quarter period ending June 387 18 be less than 0.2 to 1.0, (vi) for the
two Fiscal Quarter period ending September 30, 18%# less than 0.4 to 1.0,

(vii) for the three Fiscal Quarter period endingcBmber 31, 1997 to be less than 0.6 to 1.0 and

(viii) for the four Fiscal Quarter period ending the last day of each of the Fiscal Quarters g fielow to be less than the correlative ratio
indicated:

First Fiscal Quarter of 1998
0.80to
1.00



Second Fiscal Quarter of 1998
1.20to
1.00

Third Fiscal Quarter of 1998
1.60to
1.00

Fourth Fiscal Quarter of 1998
1.10to
1.00

First Fiscal Quarter of 1999
No Test

Second Fiscal Quarter of 1999
No Test

Third Fiscal Quarter of 1999
No Test

Fourth Fiscal Quarter of 1999
No Test

First Fiscal Quarter of 2000
0.50to
1.00

Second Fiscal Quarter of 2000
0.50to
1.00

Third Fiscal Quarter of 2000
0.50to
1.00

Fourth Fiscal Quarter of 2000
0.50to
1.00

First Fiscal Quarter of 2001
0.75to
1.00

Second Fiscal Quarter of 2001
1.00 to
1.00

; provided that for purposes of calculating thestest Coverage Ratio under this Section 9.2.4@)TEA shall exclude the effect of any non-
cash charges, up to an aggregate amount of $70@D0n respect of the Micromill project, includifgithout limitation) any write-down of
Micromill project assets located at the CenterTlechnology in Pleasanton, California, and at therbfill facility near Reno, Nevada."

C. Section 9.2.8 of the Credit Agreement is hertngnded by deleting the term "$35,000,000" contiiherein and substituting the term
"$45,000,000" therefor.

Section 2. Conditions to Effectiveness.
This Amendment shall become effective as of the dateof only when the following conditions shall/e been satisfied and notice thereof

shall have been given by the Agent to the Parear&uior, the Company and each Lender (the datatisfaction of such conditions and the
giving of such notice being referred to hereintes'Sixteenth Amendment Effective Date"):

A. The Agent shall have received for each Lendenterparts hereof duly executed on behalf of thefaSuarantor, the Company, the
Agent and the Required Lenders (or notice of ther@yal of this Amendment by the Required Lendetsfactory to the Agent shall have
been received by the Agen



B. The Agent shall have received:

(1) Resolutions of the Board of Directors or of Executive Committee of the Board of Directorsted Company and the Parent Guarantor
approving and authorizing the execution, delivergl performance of this Amendment, certified by thhespective corporate secretaries or
assistant secretaries as being in full force afetedithout modification or amendment as of théedaf execution hereof by the Company or
the Parent Guarantor, as the case may be;

(2) A signature and incumbency certificate of tiffiiccers of the Company and the Parent Guarantocugkegg this Amendment;

(3) For each Lender, an opinion, addressed to tTenfand each Lender, from Kramer Levin Naftalisi&nkel LLP, in form and substance
satisfactory to the Agent;

(4) Such other information, approvals, opinions;utoents or instruments as the Agent may reasomaflest; and
(5) For the pro rata benefit of the Lenders, aifiethe amount of $500,000.
Section 3. Company's Representations\Atadranties.

In order to induce the Lenders and the Agent teranto this Amendment and to amend the Credit Agrent in the manner provided herein,
the Parent Guarantor and the Company represenwanmelnt to each Lender and the Agent that, aseoSikteenth Amendment Effective
Date, after giving effect to the effectivenessto$ tAmendment, the following statements are true @nrrect in all material respects:

A. Authorization of Agreements. The execution aetiwry of this Amendment by the Company and thee®aGuarantor and the
performance of the Credit Agreement as amendetiibyAimendment (the "Amended Agreement”) by the Camypand the Parent Guarantor
are within such Obligor's corporate powers and tlmen duly authorized by all necessary corporateraon the part of the Company and
Parent Guarantor, as the case may be.

B. No Conflict. The execution and delivery by then@pany and the Parent Guarantor of this Amendmahttze performance by the
Company and the Parent Guarantor of the Amendedehgent do not:

(1) contravene such Obligor's Organic Documents;

(2) contravene the Senior Indenture, the New Sdnienture, the Additional New Senior Indentureshe Subordinated Indenture or
contravene any other contractual restriction wiseich a contravention has a reasonable possibilityaving a Materially Adverse Effect or
contravene any law or governmental regulation arrtcdecree or order binding on or affecting suctigal or any of its Subsidiaries; or

(3) result in, or require the creation or impogitif, any Lien on any of such Obligor's properbesny of the properties of any Subsidiary of
such Obligor, other than pursuant to the Loan Daanis

C. Binding Obligation. This Amendment has been dadgcuted and delivered by the Company and thenP&tgarantor and this Amendment
and the Amended Agreement constitute the legal] aald binding obligations of the Company and theeRt Guarantor, enforceable against
the Company and the Parent Guarantor in accordaiticgheir respective terms, except as may be dichity bankruptcy, insolvency,
reorganization, moratorium or similar laws relattogor limiting creditors' rights generally and ggneral principles of equity.

D. Governmental Approval, Regulation, etc. No autaiion or approval or other action by, and nde®to or filing with, any governmental
authority or regulatory body or any other Persoreggiired for the due execution, delivery or perfance of this Amendment by the Comp
or the Parent Guarantor.

E. Incorporation of Representations and

Warranties from Credit Agreement. Each of the staetats

set forth in Section 7.2.1 of the Credit Agreemeris true
and correct.
Section 4. Acknowledgement and Consent.

The Company is a party to the Company Collateralubments, in each case as amended through the efatsf lpursuant to which the
Company has created Liens in favor of the Agententain Collateral to secure the Obligations. TheeRt Guarantor is a party to the Parent
Collateral Documents, in each case as amendedgiithe date hereof, pursuant to which the Pareat&@or has created Liens in favor of
the Agent on certain Collateral and pledged cef@ahlateral to the Agent to secure the Obligatiohthe Parent Guarantor. Certain
Subsidiaries of the Company are parties to the i8iglpg Guaranty and/or one or more of the Subsjd@ollateral Documents, in each case as
amended through the date hereof, pursuant to vghich Subsidiaries have (i) guarantied the Obligat&nd/or (ii) created Liens in favor



the Agent on certain Collateral. The Company, theeRt Guarantor and such Subsidiaries are colkdgtieferred to herein as the "Credit
Support Parties", and the Company Collateral Docugi¢he Parent Collateral Documents, the Subsi@aaranty and the Subsidiary
Collateral Documents are collectively referred éodin as the "Credit Support Documents".

Each Credit Support Party hereby acknowledgestthas reviewed the terms and provisions of thedif#&greement as amended by this
Amendment and consents to the amendment of that@meement effected as of the date hereof putsteatinis Amendment.

Each Credit Support Party acknowledges and aghe¢sihy of the Credit Support Documents to whidh & party or otherwise bound shall
continue in full force and effect. Each Credit SopParty hereby confirms that each Credit Suppodument to which it is a party or
otherwise bound and all Collateral encumbered thevéll continue to guaranty or secure, as the caag be, the payment and performance
of all obligations guaranteed or secured therebyha case may be.

Each Credit Support Party (other than the Compaytiae Parent Guarantor) acknowledges and agraeg)thotwithstanding the conditions
to effectiveness set forth in this Amendment, sQobdit Support Party is not required by the terinthe Credit Agreement or any other Loan
Document to consent to the amendments to the Chgdédement effected pursuant to this Amendment(&nhdothing in the Credit
Agreement, this Amendment or any other Loan Docurskall be deemed to require the consent of suediCsupport Party to any future
amendments to the Credit Agreement.

Section 5. Miscellaneous.

A. Reference to and Effect on the Credit
Agreement and the Other Loan Documents.

(1) On and after the Sixteenth Amendment Effecihate, each reference in the Credit Agreement tig Aljreement”, "hereunder”, "hereof",
"herein" or words of like import referring to theddit Agreement, and each reference in the othanll@ocuments to the "Credit Agreeme

"thereunder", "thereof" or words of like import eefing to the Credit Agreement shall mean and fexence to the Amended Agreement.

(2) Except as specifically amended by this Amendiribe Credit Agreement and the other Loan Documshall remain in full force and
effect and are hereby ratified and confirmed.

B. Applicable Law. THIS AMENDMENT SHALL BE DEEMED © BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK, WITHOUT GI\NG EFFECT TO SUCH LAWS RELATING TO CONFLICTS OF
LAWS.

C. Headings. The various headings of this Amendraentnserted for convenience only and shall nieicathe meaning or interpretation of
this Amendment or any provision hereof.

D. Counterparts. This Amendment may be executetthdparties hereto in several counterparts anthdglifferent parties on separate
counterparts, each of which shall be deemed tanlwiginal and all of which shall constitute togethut one and the same instrument;
signature pages may be detached from multiple agpaounterparts and attached to a single coumtespghat all signature pages are
physically attached to the same document.

E. Severability. Any provision of this Amendmentiathis prohibited or unenforceable in any jurisiintshall, as to such provision and such

jurisdiction, be ineffective to the extent of symohibition or unenforceability without invalidagrthe remaining provisions of tr
Amendment or affecting the validity or enforceaibf such provisions in any other jurisdiction.

IN WITNESS WHEREOF, this Amendment has been dulscexed and delivered as of the day and year tistawritten.

KAl SER ALUM NUM CORPORATI ON
By:/s/David A. Cheadl e

Name Printed: David A Cheadl e
Its: Assistant Treasurer
BANKAMERI CA BUSI NESS CREDI T,
INC., as Agent

By:/s/Mchael J. Jasaitis

Name: M chael J. Jasaitis
Its: Vice President

BANK OF AMERI CA NATI ONAL TRUST
AND SAVI NGS ASSOC!I ATI ON

By:/s/ M chael Bal ok

KAl SER ALUM NUM &
CHEM CAL CORPORATI ON

By:/s/David A. Cheadl e

Name Printed: David A
Cheadl e

Its: Assistant Treasurer

BANKAMERI CA BUSI NESS
CREDI T, | NC.
By:/s/Mchael J. Jasaitis

Name: M chael J. Jasaitis
Its: Vice President

THE CI' T GROUP/ BUSI NESS
CREDI T, | NC.

By:/s/Neal T. Legan



Name Printed: M chael Bal ok

Its: Managi ng Director

CONGRESS FI NANCI AL CORPORATI ON
(VESTERN)

By:/s/Kristine Metchikian
Name Printed: Kristine Metchikian
Its: Vice President

LA SALLE NATI ONAL BANK
CREDI T

By:/s/ Douglas C. Colletti
Name Printed: Doublas C. Colletti
Its: First Vice President

ABN AMRO BANK N. V.

San Franci sco International Branch

By: ABN AMRO North Anerica,
Inc., as agent
By: /s/Mchael M Tolentino

Name Printed: M chael
Its: Vice President

By: /s/Jeffrey A French
Name Printed:
Its: Group Vice President

Name Printed: Neal T.
Legan

Its: Vice President

HELLER FI NANCI AL, | NC.

By:/s/ T. Bukowski
Name Printed: T. Bukowski
Its: Senior Vice President

TRANSAMERI CA BUSI NESS
CORPORATI ON

By:/s/R L. Heinz
Name Printed:R L. Heinz
Its: Senior Vice President

M Tol enti no

Jeffrey A French



ACKNOWLEDGED AND AGREED TO:

AKRON HOLDI NG CORPORATI ON
By:/s/David A. Cheadl e

Name Printed: David A Cheadle
Its: Assistant Treasurer

KAl SER ALUM NUM PROPERTI ES,

I NC.

By:/s/David A. Cheadl e
Name Printed: David A Cheadle

Its: Assistant Treasurer
OXNARD FORGE DI E COVPANY, | NC.
By:/s/David A. Cheadl e
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July 27, 1998

Mr. John H. Walker
17908 N. Saddlehill
Colbert, WA 99005

Dear John:

| am pleased to inform you that you have been teddior coverage under the Enhanced SeverancecRoot@and Change of Control Benefits
Program ("Plan") for selected corporate officers.

As you know, Kaiser Aluminum is pursuing a stratéiggt could lead to various forms of corporatertggtiring. In that connection, the Plan
was developed and is being made available to seld&ty officers. The purposes of the Plan inclubefahe following:

o Retention of top-performers and those with ailtgkills both pre and post restructuring;
o Provision of appropriate protection to businasis management in the event of job loss and/oramgh of control,1 and
0 Maintenance of focus by management on key goalsvaintenance of overall energy level throughtamially distracting period.

This letter sets forth the basic provisions of B&n which, subject to the limits explained beltswheing offered to you in conjunction with
other benefits that otherwise may be payable toywler the Kaiser Aluminum Termination Payment Bedefits Plan Continuation Policy
("Policy"). For example, if you become eligible ®months under the enhanced severance part 8dneand you already have earned 3

months severance under the Policy, you would recgimnonths severance from the Policy and 3 momthsrance from the Plan.

The Plan will be in effect through the end of tf#®@ calendar year, unless earlier amended or tatedrby the Compensation Committees or
Boards of Directors of Kaiser Aluminum Corporatiamd Kaiser Aluminum & Chemical Corporation. No amherent or termination of the
Plan will adversely affect your right to receivenkéits provided under the Plan without your writeeamsent. After the year 2000, manager
will determine the need for any other protectiorephanced severance programs.

1 See page 3 for definition of "change of control".

Enhanced Severance Protection
Under the enhanced severance protection featurthe &flan, you will qualify for such severance b#sd you are terminated for any reason
except for the following exclusions:

1. You voluntarily resign or retire.
2. You are discharged for serious cause or otlasoreprejudicial to Kaiser Aluminum.

3. You are eligible for sick leave, LTD or KRP felarly disability benefits. Or, you were eligibler ick leave or LTD benefits and (i) you
not report back to work immediately after your dility for such benefits ceased, or (ii) you wera medically released to work at the time
such benefits ceased.

4. You refuse to accept another suitable positigh iaiser Aluminum. Suitability is determined in@rdance with guidelines established
from time to time by the personnel policy committee

5. You terminate employment on account of death.

In the event that your employment terminates andqualify for enhanced severance protection urfieePian, such benefits will be as
follows:

0 12 months base salary,
o Prorated incentive awards (prorated incentivgetafor all short and long term incentive programprogress at termination).

o Continuation of your coverage under medical, @letife and AD&D coverage by Kaiser Aluminum2 &your employment had continued
uninterrupted for up to 12 months. You must corgitwipay your monthly medical and life insurancetdbutions (if any) for this coverage
remain in effect.

o Continued use of your company car for the nunalbéine severance months. However, Kaiser Aluminaserves the right to offer yot



reasonable cash buyout for any time remaining, lshibe company decide to eliminate the leased eagrpm.

Change of Control

In the event that your employment terminates ostrogtively terminates (described below), due thange of control or significant
restructuring, during a period which commencestyine

(90) days prior to a change of control or signfficeestructuring and ends on the first anniverséry

2 As you will not actually be an active employeeurcoverage under the cafeteria plan, spendinguats for medical and dependent care
expense reimbursement and the LTD Plan will ceésar eligibility for COBRA coverage will commencéter the medical continuation
benefits cease, and the medical continuation pésisdbtracted from your COBRA eligibility period.

such change of control or significant restructurimgieu of the enhanced severance protectionfiisrescribed above, you will qualify for
change of control benefits.

Change of control or significant restructuring &fided as: The transfer of all or part of the assétor the merger, consolidation or
reorganization of, Kaiser Aluminum to or with anetlorganization or the transfer of all or partlod stock of Kaiser Aluminum to another
organization.

These benefits are payable as described belowuifiye terminated or constructively terminated thue change of control or significant
restructuring, except for the following exclusions:

1. The purchaser or new controlling entity or Kaidkaminum offers you suitable employment in subsily the same capacity and at your
current level of compensation. This exception ajiply regardless of whether you accept or rejexsthtable position.

2. You voluntarily resign or retire.
3. You are discharged for serious cause or otlasoreprejudicial to Kaiser Aluminum.

4. You are eligible, within the 90 days prior tateange of control, for sick leave, LTD or KRP fedirly disability benefits. Or, you were
eligible for sick leave or LTD benefits and (i) ydid not report back to work immediately after yedigibility for such benefits ceased, or (ii)
you were not medically released to work at the timeh benefits cease

5. You terminate employment on account of death.

The change of control benefits under the Planlvélhs follows:

0 24 months base salary,

o Prorated incentive awards (prorated incentivgetafior all short and long term incentive programprogress at termination).

o Continuation of your coverage under medical, aetife and AD&D coverage by Kaiser Aluminum3 &your employment had continued
uninterrupted for up to 24 months. You must corgitw pay your monthly medical and life insurancetdbutions (if any) for this coverage
remain in effect.

3 As you will not actually be an active employeeurcoverage under the cafeteria plan, spendinguats for medical and dependent care
expense reimbursement and the LTD Plan will cedsear eligibility for COBRA coverage will commencéer the medical continuation
benefits cease, and the medical continuation pésiedbtracted from your COBRA eligibility period.

o Continued use of your company car for the nunalbéine severance months. However, Kaiser Aluminaserves the right to offer you a
reasonable cash buyout for any time remaining, Ishtbe company decide to eliminate the leased agram.

For purposes of the Plan, you will be deemed todmstructively terminated if:

o You are demoted, suffer a substantial reductfgosition responsibilities or a substantial chaimgeeporting responsibilities or reporting
level;

o You are relocated more than fifty (50) miles frgour present office location, except for a promotand / or mutually agreed transfer; or

o You suffer a reduction of your base salary aodtbtal incentive opportunit



Payments of base salary and prorated incentivedsnarder the Plan shall be made (net of withholétindederal, state and local taxes) in a
single sum in cash within thirty (30) days follogigour termination or constructive termination afoyment. You will be responsible for
timely payment of any additional taxes that maylbe on the benefits received under the Plan. Shauldeel that you have reason to con
any settlement under the Plan, you may do so igvirlg the same procedures as apply to the Compatlyer severance pay plans, as such
claims procedures are incorporated in the Plarnisyréference.

Kaiser Aluminum shall have the sole discretion étedmine which employees shall participate in tlas Rnd their level of participation.
Kaiser Aluminum also has the authority to constimgrpret and implement the Plan (including thghtito make factual determinations) and
to make rules and otherwise administer the Plathjtardetermination on any matter relating to tkenBhall be conclusive and binding on all
interested persons. To the extent not preemptdddsral law, the Plan shall be construed in acaméavith and governed by the laws of the
State of Texas.

As part of your enhanced severance and benefibgiig under the Plan for the one year perioddeling the termination of your
employment, you shall not, without prior writtennsent of Kaiser Aluminum, directly or indirectlygage in the business of developing
products competitive with Kaiser Aluminum withirettUnited States of America or any other geographies served by Kaiser Aluminum.
Nor will you engage, within this geographical aneathe design, development, distribution, manufegtassembly or sale of a produc
service in competition with any product or servicerently marketed or planned by Kaiser Aluminunthte extent such activity would reveal
the plans, designs or specifications disclosedtoly Kaiser Aluminum. This paragraph does notiestour ownership of securities in any
enterprise or participation in the management gfraan- Kaiser competitive aspect of any enterpisesigning this letter in the space
provided, you acknowledge that these prohibitiamshamth reasonable as to time, geographical aa@pe of activity and do not impose a
restriction greater than is necessary to protecdfaAluminum'’s good will, proprietary informati@md business interests. Additionally, your
signature below acknowledges your continued comanitrto abide by the terms of paragraphs 2, 3, @,@nd 7 of your Employment
Agreement as well as the Corporate Code of Busio@sduct and Accompanying Compliance Manuals. if ave any questions concerning
your obligations under either of these documeregge let me knov

Participation in the Plan will not give rise to amght to continued employment, shall not in anyywaohibit changes in the terms of your
employment and shall not in any way limit the righaiser Aluminum to terminate your employmengay time for any reason with or
without stating a reason.

Kaiser Aluminum may assign its rights and obligatidiereunder. In such event, such rights and dldigashall inure to the benefit of and
shall be binding upon the successors and assighaisér Aluminum. Your rights and obligations herdar are personal, and such rights and
obligations shall not be subject to voluntary oraluntary assignment or other transfer by you amdatempted alienation, assignment or
other transfer of your rights or obligations hememshall be void and without effect.

| congratulate you on your selection to particigatthe Plan. It indicates your importance to teefgrmance of Kaiser Aluminum. | would
also like to thank you for your dedicated servind aontribution to the past success of Kaiser Alhwm, and look forward to your continued
contribution.

If you have any questions regarding the Plan, pléasl free to discuss them with me, or call Bilgiey, Director, Corporate Human
Resources. If the foregoing is acceptable, plaadieate your acceptance by signing the duplicapy @d this letter and returning the signed
copy to the attention of Bill Edgley at Kaiser Alumam, 6177 Sunol Blvd., Pleasanton, CA 94566.

Sincerely,

/sl Ray M| chovich
Ray M | chovi ch
Presi dent and Chief Operating Oficer

AGREED TO AND ACCEPTED BY:

/'s/ John H. \Wal ker

Title: President, FRP

Walkerjh.doc



PERFORMANCE-ACCELERATED STOCK OPTION GRANT
PURSUANT TO THE KAISER
1997 OMNIBUS STOCK INCENTIVE PLAN

1. Grant of Stock Option. Kaiser Aluminum Corpooati("KAC") and Kaiser Aluminium & Chemical Corpoia ("KACC"), both Delaware
corporations (collectively, the "Company"), herelwdence that the Company has granted to Georb@ayimaker, Jr. ("Optionee") the right,
privilege and option as herein set forth (the "8t@ption") to purchase up to 386,000 shares of comatock, $.01 par value per share, of
KAC (as more fully defined in Attachment A'Befinitions Applicable to Certain Terms", whichincorporated herein and made a part he
the "Option Shares") in accordance with the terfrthis document (this "Stock Option Grant").

The Stock Option is granted pursuant to the K&i®&7 Omnibus Stock Incentive Plan (the "Plan") snslibject to the provisions of the Pl
a copy of which has been furnished to Optioneevelnidh is hereby incorporated in and made a pathisfStock Option Grant, as well as to
the provisions of this Stock Option Grant. By ade@pe of the Stock Option, Optionee agrees to badbdy all of the terms, provisions,
conditions and limitations of the Plan and thiscBt®ption Grant.

All capitalized terms used herein shall have thamrggs provided in the Plan document unless ottsergpecifically provided in this Stock
Option Grant, including Attachment A. The Stock ©ptis a Nonqualified Stock Option under the Plad & not intended to qualify as an
"incentive stock option" within the meaning of Sent422 of the Code.

All Option Shares, when issued to Optionee uporettezcise of this Stock Option, shall be fully paitl nonassessable.

2. Option Term. Subject to earlier termination esvjled herein, or in the Plan, the Stock Optioallstxpire on January 1, 2007. The period
during which the Stock Option is in effect shallreéerred to as the "Option Period".

3. Option Exercise Price. The exercise price peaid@Bhare (including any Attributable Securitias,defined in Attachment
A) (the "Option Price") at which Optionee may puash such

Option Shares subject to the Stock Option shaéidpeal to the remainder of (i) $12.00 per Optionr8Hmainus (ii) the amount per Option
Share of Distributed Cash Value (as defined indkttaent A) determined as of the date of exerciseh&ption Price shall also be subject to
adjustment as provided in the Plan and this Stqafio® Grant. The Company shall notify Optionee writthirty (30) days of each change in
the Option Price.

4. Conditions to Exercise. The Stock Option magkercised during the Option Period only after & bacome "Effective”. For purposes of
the preceding sentence, the Stock Option shallrhec&ffective": (i) if Performance Hurdle Achieventdas defined in Attachment A)
occurs before March 1, 2001, then on the date Redoce Hurdle Achievement occurs; (ii) if Perforratdurdle Achievement does not
occur before March 1, 2001, then on January 1, 200vided Optionee's Employment has not terminptéxt to January 1, 2007; or (ii) if a
Company Sale Transaction (as defined in Attachrgmiccurs during Optionee's Qualified Service Pe(as defined in Attachment A), then
on the date of consummation of such Company Salashction.

In addition, notwithstanding the foregoing, the&t@ption may not be exercised as to more thanhadfesf the total number of Option
Shares prior to the earlier of March 1, 2001 ordbeurrence of a Company Sale Transaction.

5. Method of Exercise. To exercise the Stock Optfptionee shall deliver written notice to the Camyp stating the number of Option She
with respect to which the Stock Option is beingreised together with payment for such Option ShadPagment shall be made (i) in cash or
its equivalent, (ii) by tendering previously acaarShares having an aggregate Fair Market Valuddfaised in the Plan) at the time of
exercise equal to the total Option Price (provitteat the Shares which are tendered must have kedéioy Optionee for at least six months
prior to their tender to satisfy the Option Price)iii) by a combination of (i) and (ii).

6. Termination of Optionee's Employment. Termimatid Optionee's employment as a regular full-timkased employee of KAC, a
Subsidiary (as defined in Attachment A), or anynlaig unit or division of KAC or any Subsidiary ("ployment”) prior to March 1, 2001
shall affect Optionee's rights under the Stock @p#s follows:

(a) Termination by the Company for Cause. If Opti@s Employment is terminated by the Company atiarg/ for Cause, then (i) the Opti
Period shall terminate and (ii) Optionee's righexercise the Stock Option shall terminate, in ezde immediately upon Optionee's
becoming subject to termination of Employment fau€e. Optionee shall be terminated for "Causetihinated as a result of Optionee's
breach of Optionee's written employment or othgfagiement agreement, or if the Board of Directotsrdg@nes that Optionee is being
terminated as a result of misconduct, dishoness$joyhlty, disobedience or action that might readiy be expected to injure KAC or any
Subsidiary or their business interests or reputatio

(b) Termination by the Company Other than for Caifs@ptionee's Employment is terminated by the @any prior to March 1, 2001 other
than for Cause, then (i) the Stock Option and th&dd Period shall not terminate and (ii) the St@jition shall thereafter be exercisable ¢
all Option Shares, but only during the period fritra date the Stock Option becomes Effective thramghincluding September 1, 2001;
provided, however, that such exercise may not oaftar 6 months from the date on which Performatgedle Achievement occurs, if
applicable.

(c) Employment Agreement Termination. If Optionesrtinates Optionee's Employment at the expiratiddpiionee's Employmel



Agreement (December 5, 1999), or at any time witheaxmonth of expiration (December 1999), therh@) Stock Option and the Option
Period shall not terminate and (ii) the Stock Optball thereafter be exercisable as to all Opfibares, but only during the period from the
date the Stock Option becomes Effective throughiacdding September 1, 2001; provided, howeveat such exercise may not occur after
6 months from the date on which Performance Hubdleievement occurs, if applicable.

(d) Other Termination. If Optionee's Employmentarates prior to March 1, 2001 for any reason othan those set forth in Paragraph 6(a),
Paragraph 6(b) and Paragraph 6(c), then (i) thekSDption and the Option Period shall not termiraie

(i) the Stock Option shall thereafter be exercisaimly if the Stock Option has become Effectivefthe date of termination of Employment
and then only during the period from the date ttoelSOption becomes Effective through and includigptember 1, 2001; provided,
however, that such exercise may not occur afteobths from the date on which Performance Hurdleidament occurs, if applicable.

(e) Death or Disability. The Stock Option may bermeised by Optionee or, in the case of death, eye’ecutor or administrator of Optionee's
estate, or the person or persons to whom Optiorights under the Stock Option shall pass by wilbp the applicable laws of descent and
distribution, or in the case of Disability, by Qgiee's personal representative.

7. Reorganizations; Repurchase of Stock Option.

(a) Freedom to Reorganize the Company and Subigiglidthe existence of the Stock Option shall nfgcafin any way the right or power of
the Company and its Subsidiaries or the issuefdtdbutable Securities or its or their stockholslés make or authorize any and all
Distributions Events (as defined in Attachment Ajlany and all other adjustments, recapitalizatice@rganizations or other changes in the
capital structure or business of the Company dBuissidiaries or the issuers of Attributable Sdms; any and all issuances of bonds,
debentures, common stock, preferred or prior peefe stock, warrants, rights or other securitiggther or not affecting the Option Shares
or the rights thereof, any dissolution or liquidatiof the Company or any Subsidiary or any issfié&twibutable Securities, any sale or other
divestiture or transfer of all or any part of tfesets or business of the Company or any Subsidraayy issuer of Attributable Securities
(including any Company Sale Transaction) and amlyadinother corporate acts or proceedings, whatharsimilar character or otherwise
(collectively, including any Distribution Eventscaany Company Sale Transaction, "Reorganizations").

(b) Spin-Offs. If the Board of Directors authorizsy Distribution Event or other Reorganizatioraassult of which holders of Shares (as
defined in Attachment A) become entitled, in thegpacities as holders, to receive Marketable Siesirthe Board of Directors shall, to the
extent reasonably practicable, cause the Compapsotade for or require:

(i) that the issuer(s) of such Marketable Secwriieall undertake to issue and deliver to Optionpen any subsequent exercise of the Stock
Option, such Marketable Securities as Optionee evbale received if Optionee had so exercised thekSDption prior to such Distribution
Event or other Reorganization and had participtiieckin (and in any and all subsequent Distribukeents or other Reorganizations) to the
maximum extent allowed to holders of Shares (inicigény Attributable Securities) outstanding attihge of such Distribution Event or
other Reorganization; (ii) that such Marketable8ities shall be so issued and delivered to Opggnesuant to an effective registration
statement under the Securities Act of 1933, as detror otherwise free of any restriction on resiadgeof by Optionee, other than any
restriction on resale arising from Optionee's baingAffiliate or Insider (as such terms are defiirethe Plan) of such issuer; (iii) that such
Marketable Securities shall be so issued and deliverithout any agreement, condition, payment beitonsideration being required of
Optionee or the Company;

(iv) that such issuer(s) shall at all times resdoréssuance a sufficient amount of such Market&@gcurities to fulfill all obligations
contemplated hereunder; and (v) that upon eachissahnce, such Marketable Securities shall be alutlyorized, validly issued, fully paid
and nonassessable. The Company shall also pravide fequire that: (x) in the event any such isstall fail or be unable to issue and
deliver to Optionee any Marketable Securities aviged in the preceding sentence, such issuerBbalbligated, in lieu of issuing and
delivering such Marketable Securities, to pay tdi@ye in cash, immediately upon exercise of tleelSOption, the Market Value of such
Marketable Securities determined as of the dagxefcise of the Stock Option; and (y) in the ethatCompany is obligated to make a cash
payment to Optionee pursuant to Paragraph 8(bh, isscer shall be obligated to reimburse the Comana part of such payment
proportionate to the Distributed Cash Value attidbie to Attributable Securities of such issuer pamad to the total amount of Distributed
Cash Value.

(c) Right to Repurchase Stock Option. Upon reogfiat notice of exercise, the Company shall haveitite but not the obligation to
repurchase, and thereby to satisfy all of the Camygaobligations under, the Stock Option as tontinmber of Option Shares for which the
Stock Option is exercised by paying Optionee irhaas amount, net of any taxes required to be withlegjual to the sum of (A) the product
of (i) the number of Option Shares as to whichSkack Option is exercised multiplied by (ii) the @mnt, determined as of such date of
exercise, equal to the remainder of (x) the Maxkadtie of one Option Share minus (y) the Option €ptus (B) the amount of cash, if any,
payable to Optionee pursuant to Paragraph 8(b).

8. Adjustments.

(@) In the event of any one or more Distributiorefs or other Reorganizations affecting the Stopkidd and not already adjusted for under
Paragraph 7, the Option Price and the number ab®&hares subject to the Stock Option shall begpjately adjusted by the Board of
Directors. In addition, the Board of Directors $has permitted by Section 3.2,

Section 16.2 and other provisions of the Plan, waasand interpret the Plan and this Stock OptioanGand make all appropriate adjustme
in order to prevent dilution or enlargement of lemefits or potential benefits intended to be nmeadslable to Optionee under this Stock
Option Grant and the Plan.

(b) Without limitation to the foregoing, in the ewdhat the amount of Distributed Cash Value aanyf date of exercise of the Stock Optio



equal to or greater than $12.00 per Option ShheeQiption Price shall be deemed to be $.01 peo®@hare and the Company, in additio
issuing Option Shares to Optionee, shall pay taddpe in respect of each Option Share as to whietStock Option is exercised an amount
of cash equal to the remainder of (i) such amo@ibtistributed Cash Value per Option Share minys¥1i2.00.

9. No Rights in Option Shares. Optionee shall haveights as a stockholder in respect of Optiorr&hantil such Optionee becomes the
holder of record of such Option Shares.

10. Option Shares Reserved. The Company shall tiinals during the Option Period reserve and kegilable such number of Shares as
be sufficient to satisfy the requirements of thiecR Option.

11. Nontransferability of Stock Option. The Stocgtion granted pursuant to this Stock Option Granmtat transferable other than by will, the
laws of descent and distribution or by qualifiedrdistic relations order. The Stock Option will bersisable during Optionee's lifetime only
by Optionee or by Optionee's guardian or legalaspntative. No right or benefit hereunder shadirig manner be liable for or subject to any
debts, contracts, liabilities, or torts of Optionee

12. Amendment and Termination. No amendment oritextion of the Stock Option shall be made by thef8oof Directors or the Committ
(as defined in the Plan) at any time without thétem consent of Optionee. No amendment of the Riflradversely affect the rights,
privileges and options of Optionee under the Stopkion without the written consent of Optionee.

13. No Guarantee of Employment. The Stock Optiaill stot confer upon Optionee any right with resgeatontinuance of Employment or
other service with the Company or any Subsidiamffitiate, nor shall it interfere in any way witliny right the Company or any Subsidiary
or Affiliate would otherwise have to terminate su@ptionee's Employment or other service at any.time

14. Withholding of Taxes. The Company shall haweright to deduct or withhold, or require Optiorteeemit to the Company, an amount
sufficient to satisfy all federal, state and lozades, domestic or foreign, required by law or fetjon to be withheld with respect to any
taxable event arising under this Stock Option Gaargny exercise or other action or event hereunder

15. No Guarantee of Tax Consequences. Neither dhgp@ny nor any Subsidiary or Affiliate, nor the Bbaf Directors or any Committee,
makes any commitment or guarantee that any fedewsghte tax treatment will apply or be availalole@hy person eligible for benefits under
the Stock Option.

16. Severability. In the event that any provisidithe Stock Option shall be held illegal, invalad,unenforceable for any reason, such
provision shall be fully severable, but shall nfiéet the remaining provisions of the Stock Optiand the Stock Option shall be construed
and enforced as if the illegal, invalid, or unefmable provision had never been included herein.

17. Governing Law. The Stock Option shall be caredrin accordance with the laws of the State ofi§dr the extent federal law does not
supersede and preempt Texas law.

Executed December 23, 1998, and effective as ofshday of January, 1998.
"COMPANY"
KAISER ALUMINUM CORPORATION

By: /s/ E. Bruce Butler

Printed Name: E. Bruce Butler

Title: Vice President and General
Counsel

KAISER ALUMINUM & CHEMICAL CORPORATION

By: /s/ E. Bruce Butler
Printed Name: E. Bruce Butler
Title: Vice President and General Counsel

Accepted December 24, 1998, and effective as oishéay of January, 1998.
"OPTIONEE"

/sl George T. Haynaker, Jr.

Printed Name: George T. Haymaker, Jr.
Title: Chief Executive Oficer



ATTACHMENT A
Performance-Accelerated Stock Option Grant
Definitions Applicable to Certain Terms
"Affiliate" see Section 2.1 of the Plan.
"Attributable Securities" see the definition of "t@m Share".
"Cause" see Paragraph 6(b) of this Stock OptiomGra

"Change in Control" means a change in control ofKthat would be required to be reported in respomstem 6(e) of Schedule 14A of
Regulation 14A under the Securities Exchange Adi9¥4, as amended, assuming such Schedule, Regudatil Act were applicable to KA
as in effect on April 15, 1998.

"Company Sale Transaction" means (a) a transagtianich KAC or KACC (if KACC is a Subsidiary of K& immediately prior to such
transaction) (i) sells or otherwise disposes obaBubstantially all of its business or operatisgets (other than to one or more Subsidiaries)
or (ii) merges or consolidates with another erdityl as a result of consummation of such mergeomsalidation a Change in Control occurs,
(b) a tender offer, exchange offer or other tratisagén which all holders of Shares have the righteceive cash, securities or other property
in respect of their Shares and as a result of gonmtion of such transaction a Change in Controliscor

(c) a transaction determined by the Board of Daecto be similar or substantially equivalent twaamsaction contemplated by clause (a) or
clause (b) of this sentence.

"Disability" see Section 2.12 of the Plan.

"Distributed Cash Value" means, as of any detertiinalate, the aggregate amount of cash (otherrdggular quarterly cash dividends, if
any) plus the aggregate value, as determined bBdlhed of Directors as of the date of distributiohall property (other than cash and
Attributable Securities) distributed or set asidedistribution to the holder of one Original Shared all Attributable Securities, if any, during
the period commencing January 1, 1998 and endirthedetermination date.

"Distribution Events" means any and all distribngpdividends, recapitalizations, forward or reeesplits, reorganizations, mergers,
consolidations, spin-offs, combinations, repurcBasbare exchanges, or other similar or substhnéiquivalent corporate transactions or
events in which the holder of a security becomesugh, entitled to receive cash, securities crgthoperty in addition to or in exchange for
or upon conversion of such security.

"Effective” see Paragraph 4 of this Stock Option Grant.

"Employment" see Paragraph 6 of this Stock option Grant.

"Insider" see Section 2.19 of the Plan.

"KAC" see Paragraph 1 of this Stock Option Grant.
"KACC" see Paragraph 1 of this Stock Option Grant.

"Market Value" means, as of any Trading Day, therage of the highest and lowest sales prices astegpby the consolidated tape (or, if
such prices are not quoted, the average of theeduddsing bid and asked prices) on such TradingfBraone Option Share (including, as
applicable, the Market Values of any Attributabkc@rities). In the event that sales prices or nlp&id and asked prices are not quoted on a
particular Trading Day, the Market Value for thaading Day shall be deemed to be the Market Vatuétie immediately preceding Trading
Day. In the event that any Attributable Securitplsbease to be a Marketable Security, it shaliehpon be deemed to have no further Ma
Value and shall be deemed instead to have, agafdte it ceases to be a Marketable Security, Bigthibuted Cash Value as shall be
determined by the Board of Directors.

"Marketable Securities" means securities (a) dhascthat is registered under the Securities Exgihédet of 1934, as amended,

(b) for which sales prices or bid and asked praresregularly quoted and (c) that, if issued arltveieed to Optionee upon exercise of the
Stock Option, would not be subject to any restittdn resale, other than any restriction arisiogfOptionee's being an Affiliate or Insider
(as such terms are defined in the Plan) of theersstisuch Marketable Securities.

"Option Period" see Paragraph 2 of this Stock OpGoant.

"Option Price" see Paragraph 3 of this Stock OpGoant.



"Option Share" means (a) one Share as constitutgdiouary 1, 1998 (an "Original Share") and (Whaevent of any one or more successive
Distribution Events, all Marketable Securities (ti#iutable Securities") into which or for which @miginal Share or any Attributable
Securities may be converted or exchanged or tBabekholder may have the right to receive in resp&such Original Share or Attributable
Securities.

"Optionee" see Paragraph 1 of this Stock OptiomGra
"Original Share" see the definition of "Option Sélar

"Performance Hurdle Achievement" occurs if, asrof date prior to January 1, 2001, the PerformaneadJre is equal to or greater than the
remainder of (a) $18 minus (b) the Distributed Celalue amount.

"Performance Measure" means as of any time, theadua) the Share Performance Value plus (b) tteributed Cash Value amount.
"Plan" see Paragraph 1 of this Stock Option Grant.

"Qualified Service Period" means the period frord artluding January 1, 1998 through and includimg earlier of (a) December 31, 2000 or
(b) the date immediately preceding the date of iteation of Optionee's Employment; provided, howeteat if Optionee's Employment has
not terminated prior to the date that a proposemhiamy Sale Transaction is announced by KAC and €achpany Sale Transaction is
subsequently consummated, then Optionee's QuaBiedice Period shall be deemed to continue throamgth end on, the date of
consummation of such Company Sale Transaction sinpe®r to the date of consummation of such Comiizade Transaction, Optionee's
Employment is terminated by the Company for Caude terminated by Optionee other than pursuama@graph 6(c) of this Stock Option
Grant.

"Reorganization” see Section 7(a) of this Stocki@pGrant.
"Share" means one share of common stock, par $alldeper share, of KAC.

"Share Performance Value" means, as of any detatimindate, the lesser of (a) the Market Valueref @ption Share (including, as
applicable, the Market Value of any Attributablec8eties) determined as of the Trading Day immedyapreceding the determination date
(b) the average of the Market Values of one Op8bare (including, as applicable, the average ofMtagket Values of any Attributable
Securities) for the 40 consecutive Trading Daysednzh the Trading Day immediately preceding themeihation date; provided, however,
that, for purposes of calculating Share Performafalee, (i) no Trading Days shall be deemed to odeuing the period commencing on the
day that a proposed Company Sale Transaction sumwed by KAC and ending on the day immediatelggdang the date of consummation
or termination of the proposed Company Sale Traisgadut (ii) 40 consecutive Trading Days shalldeemed to occur simultaneously on
and as of the Trading Day immediately precedingdte of consummation of such Company Sale Traiesaend provided further, that in
the event an Attributable Security has been tratbindess than 40 consecutive Trading Days pridghtapplicable determination date, then
the calculation pursuant to clause (b) above $leathade as to such Attributable Security for seskdr number of consecutive Trading Days
that such Attributable Security has been trading.

"Stock Option" see Paragraph 1 of this Stock OpGoant.

"Subsidiary" see Section 2.32 of the Plan. Fordance of doubt, KACC shall be considered a SubsidibKAC so long as KAC has a
majority voting interest in KACC, and KAC shall bensidered to have a majority voting interest whethholds such interest directly or
indirectly through one or more Subsidiaries.

"Trading Day" means as to an Option Share (inclydiny Attributable Securities) a day when the NewkYStock Exchange (or other
principal securities exchange, including Nasdaqwbith such securities are traded) is of



TIME-BASED STOCK OPTION GRANT
PURSUANT TO THE KAISER
1997 OMNIBUS STOCK INCENTIVE PLAN

1. Grant of Stock Option. Kaiser Aluminum Corpooati("KAC") and Kaiser Aluminum & Chemical Corporati ("KACC"), both Delaware
corporations (collectively, the "Company"), heredwdence that the Company has granted to GEORGEAYMAKER JR. ("Optionee") the
right, privilege and option as herein set fortte(tBtock Option") to purchase up to 283,000 shafe®mmon stock, $.01 par value per share,
of KAC (as more fully defined in Attachment A "Deiiions Applicable to Certain Terms", which is imporated herein and made a part
hereof, the "Option Shares") in accordance withténms of this document (this "Stock Option Grant")

The Stock Option is granted pursuant to the K&i®&7 Omnibus Stock Incentive Plan (the "Plan") snslibject to the provisions of the Pl
a copy of which has been furnished to Optioneevelnidh is hereby incorporated in and made a pathisfStock Option Grant, as well as to
the provisions of this Stock Option Grant. By ade@pe of the Stock Option, Optionee agrees to badbdy all of the terms, provisions,
conditions and limitations of the Plan and thiscBt®ption Grant.

All capitalized terms used herein shall have thamrggs provided in the Plan document unless ottsergpecifically provided in this Stock
Option Grant, including Attachment A. The Stock ©ptis a Nonqualified Stock Option under the Plad & not intended to qualify as an
"incentive stock option" within the meaning of Sent422 of the Code.

All Option Shares, when issued to Optionee uporettezcise of this Stock Option, shall be fully paitl nonassessable.

2. Option Term. Subject to earlier termination esvjgled herein, or in the Plan, the Stock Optioallstixpire on December 31, 2002. The
period during which the Stock Option is in effelstll be referred to as the "Option Period".

3. Option Exercise Price. The exercise price peaid@Bhare (including any Attributable Securitias,defined in Attachment

A) (the "Option Price") at which Optionee may puash such Option Shares subject to the Stock Ophialh be equal to the remainder of (i)
$9.3594 per Option Share minus (ii) the amountQetion Share of Distributed Cash Value (as defimefittachment A) determined as of the
date of exercise. Such Option Price shall alsaubgest to adjustment as provided in the Plan aigdStock Option Grant. The Company shall
notify Optionee within thirty (30) days of each ciga in the Option Price.

4. Vesting. The Stock Option may be exercised dutte Option Period only to the extent it has bee@aniVested Option". Provided
Optionee's Qualified Service Period (as definedttachment A) has not previously terminated, thec8tOption shall become a "Vested
Option" as to one-third of the Option Shares a$201 a.m. Houston time on December 31, 1998, as tdditional one-third of the Option
Shares as of 12:01 a.m. Houston time on Decemher@®DB and as to the final one-third of the Op&vares as of 12:01 a.m. Houston time
on December 31, 2000. Notwithstanding the precesémence, if a Company Sale Transaction (as akfimnAttachment A) shall occur prior
to January 1, 2001 and prior to the end of Optien@ealified Service Period, then the Stock Opsiball become a Vested Option,
exercisable as of the date of consummation of haany Sale Transaction as to all Option Shares.

5. Method of Exercise. To exercise the Stock Opt{@ptionee shall deliver written notice to the Camyp stating the number of Option She
with respect to which the Stock Option is beingreised together with payment for such Option ShadPagyment shall be made (i) in cash or
its equivalent, (ii) by tendering previously acaarShares having an aggregate Fair Market Valuddfaized in the Plan) at the time of
exercise equal to the total Option Price (provittetd the Shares which are tendered must have ey Optionee for at least six months
prior to their tender to satisfy the Option Prioeiii) by a combination of (i) and (ii).

6. Termination of Optionee's Employment. Terminatid Optionee's employment as a regular full-timkused employee of KAC, a
Subsidiary (as defined in Attachment A), or anynaig unit or division of KAC or any Subsidiary ("ployment”) shall affect Optionee's
rights under the Stock Option as follows:

(a) Termination by the Company for Cause. If Opties Employment is terminated by the Company atiarg/ for Cause, then (i) the Opti
Period shall terminate and (ii) Optionee's righexercise the Stock Option shall terminate, in ezde immediately upon Optionee's
becoming subject to termination of Employment fau€e. Optionee shall be terminated for "Caus&rrhinated as a result of Optionee's
breach of Optionee's written employment or othgragement agreement, or if the Board of Directoterd@nes that Optionee is being
terminated as a result of misconduct, dishoness$joyhlty, disobedience or action that might readiy be expected to injure KAC or any
Subsidiary or their business interests or reputatio

(b) Termination by the Company Other than for Calfs®ptionee's Employment is terminated by the @any prior to January 1, 2001 other
than for Cause, then (i) the Stock Option and th&dd Period shall not terminate and (ii) the St@gition shall thereafter be exercisable ¢
all Option Shares from and including the date afstermination through a period of 12 months frarahsdate of termination.

(c) Employment Agreement Termination. If Optionesrinates Optionee's Employment at the expiratfddpiionee's Employment
Agreement (December 5, 1999), or at any time withexmonth of expiration (December 1999), therh@ Stock Option and the Option
Period shall not terminate and (ii) the Stock Optball thereafter be exercisable as to all Opibares, but only during the period from and
including the date of such termination through aqaeof 12 months from such date of termination.

(d) Other Termination. If Optionee's Employmentiarates prior to January 1, 2001 for any reasoardtian those set forth in Paragra,



(a), Paragraph 6(b) and Paragraph 6(c), then

(i) the Stock Option and the Option Period shatlteominate but (ii) the Stock Option shall theteabe exercisable only to the extent it has
become a Vested Option as of the date of Optiolaef@oyment and otherwise is exercisable in acaurdavith the provisions of this Stock
Option Grant and the Plan.

(e) Death or Disability. The Stock Option may bermeised by Optionee or, in the case of death, eye’ecutor or administrator of Optionee's
estate, or the person or persons to whom Optiorights under the Stock Option shall pass by wilbp the applicable laws of descent and
distribution, or in the case of Disability, by Ogiee's personal representative.

7. Reorganizations; Repurchase of Stock Option.

(a) Freedom to Reorganize the Company and Subigiglidthe existence of the Stock Option shall nfgcafin any way the right or power of
the Company and its Subsidiaries or the issuefgtdbutable Securities or its or their stockholslés make or authorize any and all
Distribution Events (as defined in Attachment Aglamy and all other adjustments, recapitalizatiomsrganizations or other changes in the
capital structure or business of the Company dBuissidiaries or the issuers of Attributable Sdms; any and all issuances of bonds,
debentures, common stock, preferred or prior peefez stock, warrants, rights or other securitiggther or not affecting the Option Shares
or the rights thereof, any dissolution or liquidatiof the Company or any Subsidiary, any sale loerodivestiture or transfer of all or any part
of the assets or business of the Company or angidaly or any issuer of Attributable Securitiesc{uding any Company Sale Transaction,
as defined in Attachment A) and any and all otleeporate acts or proceedings, whether of a siroliaracter or otherwise (collectively,
including any Distribution Events and any CompaajeSransaction, collectively, "Reorganizations").

(b) Spin-Offs. If the Board of Directors authorizsy Distribution Event or other Reorganizatioraassult of which holders of Shares (as
defined in Attachment A) become entitled, in thegpacities as holders, to receive Marketable Siesirthe Board of Directors shall, to the
extent reasonably practicable, cause the Compapsotade for or require:

(i) that the issuer(s) of such Marketable Secwriieall undertake to issue and deliver to Optionpen any subsequent exercise of the Stock
Option, such Marketable Securities as Optionee evbale received if Optionee had so exercised thekSDption prior to such Distribution
Event or other Reorganization and had participgtedein (and in any and all subsequent DistribuBwants or other Reorganizations) to the
maximum extent allowed to holders of Shares (inicigény Attributable Securities) outstanding attihge of such Distribution Event or
other Reorganization; (ii) that such Marketable8ities shall be so issued and delivered to Opggnesuant to an effective registration
statement under the Securities Act of 1933, as detror otherwise free of any restriction on resiadgeof by Optionee, other than any
restriction on resale arising from Optionee's baingAffiliate or Insider (as such terms are defiirethe Plan) of such issuer; (iii) that such
Marketable Securities shall be so issued and deliverithout any agreement, condition, payment beiotonsideration being required of
Optionee or the Company;

(iv) that such issuer(s) shall at all times resdoréssuance a sufficient amount of such Market&#curities to fulfill all obligations
contemplated hereunder; and (v) that upon eachissahnce, such Marketable Securities shall be alutlyorized, validly issued, fully paid
and nonassessable. The Company shall also pravide fequire that: (x) in the event any such isstall fail or be unable to issue and
deliver to Optionee any Marketable Securities aviged in the preceding sentence, such issuerBbalbligated, in lieu of issuing and
delivering such Marketable Securities, to pay tdi@ye in cash, immediately upon exercise of tleelSOption, the Market Value of such
Marketable Securities determined as of the daexefcise of the Stock Option; and (y) in the ethatCompany is obligated to make a cash
payment to Optionee pursuant to Paragraph 8(b, isscer shall be obligated to reimburse the Compana part of such payment
proportionate to the Distributed Cash Value att@bie to Attributable Securities of such issuer paned to the total amount of Distributed
Cash Value.

(c) Right to Repurchase Stock Option. Upon reogfiat notice of exercise, the Company shall haveitite but not the obligation to
repurchase, and thereby to satisfy all of the Campgaobligations under, the Stock Option as tonim@ber of Option Shares as to which the
Stock Option is exercised by paying Optionee irhaas amount, net of any taxes required to be withtegjual to the sum of (A) the product
of (i) the number of Option Shares as to whichSkack Option is exercised multiplied by (ii) the @mmt, determined as of such date of
exercise, equal to the remainder of (x) the Maxkadtie of one Option Share minus (y) the Option €ptus (B) the amount of cash, if any,
payable to Optionee pursuant to Paragraph 8(b).

8. Adjustments.

(@) In the event of any one or more Distributiores or other Reorganizations affecting the Stopkidd and not already adjusted for under
Paragraph 7, the Option Price and the number ab@®&hares subject to the Stock Option shall beapately adjusted by the Board of
Directors. In addition, the Board of Directors $has permitted by Section 3.2,

Section 16.2 and other provisions of the Plan, waasand interpret the Plan and this Stock OptioanGand make all appropriate adjustme
in order to prevent dilution or enlargement of biemefits or potential benefits intended to be nadslable to Optionee under this Stock
Option Grant and the Plan.

(b) Without limitation to the foregoing, in the ewdhat the amount of Distributed Cash Value aanyf date of exercise of the Stock Option is
equal to or greater than $9.3594 per Option ShlaeeQption Price shall be deemed to be $.01 peo®#hare and the Company, in addition
to issuing Option Shares to Optionee, shall pa@ptonee in respect of each Option Share as tohwthie Stock Option is exercised an
amount of cash equal to the remainder of (i) sunhunt of Distributed Cash Value per Option Shareuwsi(ii) $9.3594.

9. No Rights in Option Shares. Optionee shall haveights as a stockholder in respect of Optiorr&hantil such Optionee becomes the
holder of record of such Option Shar



10. Option Shares Reserved. The Company shall tiinals during the Option Period reserve and kegilable such number of Shares as
be sufficient to satisfy the requirements of thiecR Option.

11. Nontransferability of Stock Option. The Stocgtion granted pursuant to this Stock Option Granmtat transferable other than by will, the
laws of descent and distribution or by qualifiedrdstic relations order. The Stock Option will bersisable during Optionee's lifetime only
by Optionee or by Optionee's guardian or legalaspntative. No right or benefit hereunder shadirig manner be liable for or subject to any
debts, contracts, liabilities, or torts of Optionee

12. Amendment and Termination. No amendment oritextion of the Stock Option shall be made by thef8oof Directors or the Committ
(as defined in the Plan) at any time without thétem consent of Optionee. No amendment of the Riflradversely affect the rights,
privileges and options of Optionee under the Stopkion without the written consent of Optionee.

13. No Guarantee of Employment. The Stock Optiall stot confer upon Optionee any right with resgeatontinuance of Employment or
other service with the Company or any Subsidiamffitiate, nor shall it interfere in any way witliny right the Company or any Subsidiary
or Affiliate would otherwise have to terminate su@ptionee's Employment or other service at any.time

14. Withholding of Taxes. The Company shall haweright to deduct or withhold, or require Optiorieeemit to the Company, an amount
sufficient to satisfy all federal, state and lozades, domestic or foreign, required by law or fetjon to be withheld with respect to any
taxable event arising under this Stock Option Goarggny exercise or other action or event hereunder

15. No Guarantee of Tax Consequences. Neither ohgp@ny nor any Subsidiary or Affiliate, nor the Bibaf Directors or any Committee,
makes any commitment or guarantee that any fedewsthte tax treatment will apply or be availald@ny person eligible for benefits under
the Stock Option.

16. Severability. In the event that any provisidithe Stock Option shall be held illegal, invalad,unenforceable for any reason, such
provision shall be fully severable, but shall nfiéet the remaining provisions of the Stock Optiand the Stock Option shall be construed
and enforced as if the illegal, invalid, or unefable provision had never been included herein.

17. Governing Law. The Stock Option shall be caredrin accordance with the laws of the State ofi§d® the extent federal law does not
supersede and preempt Texas law.

Executed December 23, 1998, and effective as afshday of January, 1998.
"COMPANY"
KAISER ALUMINUM CORPORATION

By:/s/ E Bruce Butler
Printed Name: E. Bruce Butler
Title: Vice President

and General Counsel

KAISER ALUMINUM & CHEMICAL CORPORATION

By:/s/E. Bruce Butler
Printed Name: E. Bruce Butler
Title: Vice President

and Ceneral Counsel

Accepted December 24, 1998, and effective as oisheay of January, 1998.
"OPTIONEE"

/sl George T. Haynaker, Jr.
Printed Name: George T. Haynaker Jr
Title: Chief Executive Oficer



ATTACHMENT A

Time-Based Stock Option Grant
Definitions Applicable to Certain Terms
"Affiliate" - see Section 2.1 of the Plan.
"Attributable Securities" - see the definition @tion Share".
"Cause" - see Paragraph 6(a) of this Stock Opti@nts

"Change in Control" means a change in control ofKthat would be required to be reported in respomstem 6(e) of Schedule 14A of
Regulation 14A under the Securities Exchange Adi9¥4, as amended, assuming such Schedule, Regudatil Act were applicable to KA
as in effect on April 15, 1998.

"Company Sale Transaction" means (a) a transagtianich KAC or KACC (if KACC is a Subsidiary of K& immediately prior to such
transaction) (i) sells or otherwise disposes obaBubstantially all of its operating or businassets (other than to one or more Subsidiaries)
or (ii) merges or consolidates with another erdityl as a result of consummation of such mergeomsalidation a Change in Control occurs,
(b) a tender offer, exchange offer or other tratisagén which all holders of Shares have the righteceive cash, securities or other property
in respect of their Shares and as a result of gonmtion of such transaction a Change in Controliscor

(c) a transaction determined by the Board of Daecto be similar or substantially equivalent twaamsaction contemplated by clause (a) or
clause (b) of this sentence.

"Disability" - See Section 2.12 of the Plan.

"Distributed Cash Value" means, as of any detertiinalate, the aggregate amount of cash (otherrdggular quarterly cash dividends, if
any) plus the aggregate value, as determined bBdlhed of Directors as of the date of distributiohall property (other than cash and
Attributable Securities) distributed or set asidedistribution to the holder of one Original Shared all Attributable Securities, if any, during
the period commencing January 1, 1998 and endirthedetermination date.

"Distribution Events" means any and all distribngpdividends, recapitalizations, forward or reeesplits, reorganizations, mergers,
consolidations, spin-offs, combinations, repurcBasbare exchanges, or other similar or substhnéiquivalent corporate transactions or
events in which the holder of a security becomesugh, entitled to receive cash, securities crgthoperty in addition to or in exchange for
or upon conversion of such security.

"Employment" - see Paragraph 6 of this Stock OpGoant.
“Insider" - see Section 2.19 of the Plan.

"KAC" - see Paragraph 1 of this Stock Option Grant.
"KACC" - see Paragraph 1 of this Stock Option Grant

"Market Value" means, as of any Trading Day, therage of the highest and lowest sales prices astegpby the consolidated tape (or, if
such prices are not quoted, the average of theeduddsing bid and asked prices) on such TradingfBraone Option Share (including, as
applicable, the Market Values of any Attributabkc@rities). In the event that sales prices or nlp&id and asked prices are not quoted on a
particular Trading Day, the Market Value for thaading Day shall be deemed to be the Market Vabu¢hfe immediately preceding Trading
Day. In the event that any Attributable Securitplsbease to be a Marketable Security, it shaliehpon be deemed to have no further Ma
Value and shall be deemed instead to have, agafdte it ceases to be a Marketable Security, Bigthibuted Cash Value as shall be
determined by the Board of Directors.

"Marketable Securities" means securities (a) dhascthat is registered under the Securities Exgihédet of 1934, as amended,

(b) for which sales prices or bid and asked praresregularly quoted and (c) that, if issued arliveleed to Optionee upon exercise of the
Stock Option, would not be subject to any restittdn resale, other than any restriction arisiogfOptionee's being an Affiliate or Insider
(as such terms are defined in the Plan) of theersstisuch Marketable Securities.

"Option Period" - see Paragraph 2 of this Stocki@pGrant.
"Option Price" - see Paragraph 3 of this Stock @pGrant.

"Option Share" means (a) one Share as constituteduiouary 1, 1998 (an "Original Share") and (Hh&event of any one or more succes



Distribution Events, all Marketable Securities (ti#iutable Securities") into which or for which @miginal Share or any Attributable
Securities may be converted or exchanged or tBabekholder may have the right to receive in respésuch Original Share or Attributable
Securities.

"Optionee" - see Paragraph 1 of this Stock OptioenG
"Original Share" - see the definition of "Optione®a".
"Plan" - see Paragraph 1 of this Stock Option Grant

"Qualified Service Period" means the period frord artluding January 1, 1998 through and includimg earlier of (a) December 31, 2000 or
(b) the date immediately preceding the date of iteatron of Optionee's Employment; provided, howeteat if Optionee's Employment has
not terminated prior to the date that a proposeah@my Sale Transaction is announced by KAC and €achpany Sale Transaction is
subsequently consummated, then Optionee's QuaBiedice Period shall be deemed to continue throamgth end on, the date of
consummation of such Company Sale Transaction sinpe®r to the date of consummation of such Comifgade Transaction, Optionee's
Employment is terminated by the Company for Cause terminated by Optionee other than pursuafai@graph 6(c) of this Stock Option
Grant.

"Reorganization” - see Section 7(a) of this Stogiti@h Grant.
"Share" means one share of common stock, par $aldeper share, of KAC.
"Stock Option" - see Paragraph 1 of this Stock @pGrant.

"Subsidiary" - see Section 2.32 of the Plan. Faridance of doubt, KACC shall be considered a Sudnsicbf KAC so long as KAC has a
majority voting interest in KACC, and KAC shall bensidered to have a majority voting interest whaethholds such interest directly or
indirectly through one or more Subsidiaries.

"Trading Day" means as to an Option Share (incly@diny Attributable Securities) a day when the NewkYStock Exchange (or other
principal securities exchange, including Nasdaqwbith such securities are traded) is of



KAISER SEVERANCE PROTECTION AND CHANGE OF CONTROL B ENEFITS
PROGRAM

In 1998, Kaiser Aluminum Corporation ("KAC") and iKar Aluminum & Chemical Corporation ("KACC") impteented the Kaiser
Severance Protection and Change of Control Berfefiigram (the "Program") in order to provide certselected executive officers and key
employees of KACC (collectively, "Participants")tii(i) incentives intended to increase the liketil@f retaining the services of the
Participants and/or (ii) appropriate protectiontia event of a job loss or change of control. ThegFRam will generally remain in effect
through December 31, 2000.

The three components of the Program, each of wikidescribed more fully below, consist of (i) searare payments and benefits in the event
of termination, (ii) retention payments conditiomom continued employment through specified dated (&) options relating to KAC

Common Stock. Under the Program, KAC and KACC haeesole discretion to determine which executiicefs and key employees
participate in the Program and the level of pgpttion. Not all components of the Program wererefieor otherwise made available to all
Participants.

Severance Benefits

Selected Participants are eligible for severancetits under the Program upon termination of emplegt for any reason other than (i) the
voluntary resignation or retirement of the Partieip (ii) the discharge of the Participant for sas cause or other reason prejudicial to KAC
or KACC, (iii) the Participant becoming eligiblerfsick leave, long term disability or full earlysdbility benefits under the Kaiser Aluminum
Salaried Employees Retirement Plan, (iv) the Fpgit's refusal to accept another suitable positith KAC or KACC, or (v) the
Participant's death. The benefits payable genecalhgist of a lump sum cash payment ranging fronmginths to one year of base salary
(including, in some instances, prorated incentiwarals based upon designated incentive targetsiMeatever severance benefits the
Participant would otherwise be eligible to recaiveler the Kaiser Aluminum Termination Payment aeddits Plan Continuation Policy
generally available to all regular salaried empésyeParticipants may also be entitled under thgrRro to continued medical, dental, life and
accidental death and disability coverage for destigph periods after termination.

In lieu of the severance benefits described absslected Participants are also eligible for sevardienefits in the event the Participant's
employment terminates or constructively terminahes to a change of control(1) or significant restining(2) (collectively, a "Fundamental
Change") during a period which commences ninety §a@s prior to a Fundamental Change and endseofirgh anniversary of the
Fundamental Change. These benefits are not awailafd) the purchaser, new controlling entity, KAXC KACC offer the Participant suitable
employment in a substantially similar capacitytet Participant's current level of compensationgreigss of whether the Participant accepts
or rejects the suitable position), (i) the Pagaoit voluntarily resigns or is terminated, (iiigtRarticipant is discharged for serious cause or
other reason prejudicial to KAC or KACC, (iv) tharficipant becomes eligible within ninety (90) day®r to the Fundamental Change for
sick leave, long term disability or full early diskity benefits under the Kaiser Aluminum Salariechployees

(1) For purposes of the Program, a "change of obritr generally defined as the transfer of alsabstantially all of the assets of, or the
merger, consolidation or reorganization of, KACK#CC to or with another organization or the tramsfethe stock of KAC or KACC to
another organization in a manner such than nekKA& or MAXXAM Inc. controls KACC.

(2) For purposes of the Program, a "significantreesuring” is generally defined as the sale oeottisposition of a designated portion of
KACC's business.

Retirement Plan, or (v) the Participant dies. Faticipant fails to qualify for severance bendiitgler the Program as a result of a termination
of the Participant's employment due to a Fundan@itange because of any of the above exclusioas? #ticipant will also fail to qualify
for the severance benefits described above inrbeegding paragraph.

The benefits payable under the Program as a refsaltermination of employment due to a Fundametelnge generally consist of a lump
sum cash payment ranging from nine months to tvewsyef base salary (including, in some instancesaged incentive awards based upon
designated incentive targets) less whatever seveiagnefits the Participant would otherwise beildkgto receive under the Kaiser
Aluminum Termination Payment and Benefits Plan @uation Policy generally available to all reguataried employees. Participants may
also be entitled under the Program to continuedicagdiental, life and accidental death and diighiloverage for designated periods after
termination due to a Fundamental Change.

Retention Payments

Under the Program, selected Participants are difsible to receive retention payments condition@om continued employment as of a
designated date. In each instance, the retentipmeat is also generally payable in the event aiddaant's employment is terminated prior to
the designated date unless the termination isrfpr@ason described above which would precluderaaee payments under the program.
Retention payments under the Program generallyistonfsa lump sum cash payment and are generaflgcdapon six months of salary
(including, in some instances, prorated incentivarals based upon designated incentive targets).

KAC Common Stock Options

Under the Program, selected Participants are diffible to receive options to purchase shares oCk@ommon Stock. The number of shares
of KAC Common Stock subject to such options andstiecific terms of such options vary depending uperlevel of responsibility and
seniority of the Participan



Notwithstanding the foregoing, such options gemg(@ replace the long term incentive compensatemgets otherwise applicable to 1
Participant receiving the options for designatetdylterm incentive periods beginning on or afteruday 1, 1998, (ii) expire three to five years
after the date of grant, (iii) are based upon mtgpkiees of KAC Common Stock on the date of grém},vest over a period of three or five
years, and (v) terminate upon the termination &arse of the Participar



EXHIBIT 23.1
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cansehe incorporation of our reports included amzbrporated by reference in this Form
10-K, into the Company's previously filed RegidtratStatements File No.'s 333-71, 333-16239 and #89.

ARTHUR ANDERSEN LLP

Houston, Texas
March 29, 199¢



EXHIBIT 23.2

We hereby consent to (i) any references to our, fon{ii) any references to advice rendered byfwor contained in Kaiser Aluminum
Corporation's Annual Report on Form 10-K for tharyended December 31, 1998, which is incorporattdthe company's previously filed
Registration Statements on Form S-3 No.'s 333-16289333-71 and Registration Statement on ForniNg-83-49889.

WHARTON LEVIN EHRMANTRAUT
KLEIN & NASH, P.A.

March 26, 199¢



EXHIBIT 23.3

With respect to the Registration Statements on F&8nNo.'s 33-16239 and 333-71 and Registratiote®tant on Form S-8 No. 33-49889
filed by Kaiser Aluminum Corporation, a Delawaremaration (the "Registration Statements"), we hgmdnsent to the use of our name, and
to references to advice rendered by our firm, ipocated by reference into the Registration Statésrfeom Kaiser Aluminum Corporation's
Annual Report on Form 10-K for the year ended Ddman31, 1998, under the headings (i) ManagemeigsuBsion and Analysis of

Financial Condition and Results of Operation - lidlijty and Capital Resources - Commitments and @geticies, and (ii) Note 8 of Notes to
the Consolidated Financial Statements.

HELLER EHRMAN WHITE & McAULIFFE

March 26, 199¢



ARTICLE 5

This schedule contains summary financial infornragatracted from the consolidated financial stateief the Company for the twelve
months ended December 31, 1998, and is qualifiétd entirety by reference to such financial staats.

CIK: 0000811596
NAME: KAISER ALUMINUM CORPORATION

MULTIPLIER: 1,000,000

PERIOD TYPE 12 MOS
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
CASH 98
SECURITIES 0
RECEIVABLES 28¢
ALLOWANCES 6
INVENTORY 544
CURRENT ASSET¢ 1,03(
PP&E 1,987
DEPRECIATION 87¢
TOTAL ASSETS 2,991
CURRENT LIABILITIES 55¢
BONDS 962
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 1
OTHER SE 11¢€
TOTAL LIABILITY AND EQUITY 2,991
SALES 2,25¢
TOTAL REVENUES 2,25¢
CGS 1,90¢
TOTAL COSTS 1,90¢
OTHER EXPENSES 144
LOSS PROVISION 0
INTEREST EXPENSE 11C
INCOME PRETAX (16)
INCOME TAX (16)
INCOME CONTINUING 1
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 1
EPS PRIMARY .01
EPS DILUTED .01
End of Filing
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