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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
(Debtor-in-Possession)

PART I

ltem 1. Business

This Annual Report on Form 10-K (the “Report”) caints statements which constitute “forward-looking
statementsWithin the meaning of the Private Securities Litigan Reform Act of 1995. These statements appea
number of places in this Report (including, but liroited to, Item 1. “Business —Business Operatioris' —
Competition” “— Environmental Matters,and“— Factors Affecting Future Performancelfem 3. “Legal
Proceedings,” and Item 7. “Management’s Discusaimh Analysis of Financial Condition and Results of
Operations”). Such statements can be identifiethbyuse of forward-looking terminology such as ibets,”
“expects,” “may,” “estimates,” “will,” “should,” “pans” or “anticipates” or the negative thereof trey variations
thereon or comparable terminology, or by discussufrstrategy. Readers are cautioned that anyfsnefard-
looking statements are not guarantees of futufpeance and involve significant risks and uncettas, and that
actual results may vary materially from those i@ fbrward-looking statements as a result of varfagsors. These
factors include the effectiveness of managemettdegies and decisions, general economic and éssin
conditions, developments in technology, new or fiedistatutory or regulatory requirements, and dfivan prices
and market conditions. Certain sections of thisdReijplentify other factors that could cause differes between
such forward-looking statements and actual regidtsexample, see Item 1Business — Factors Affecting Future
Performanc” ). No assurance can be given that these are tledhctors that could cause actual results to vary
materially from the forward-looking statements.

General

Kaiser Aluminum Corporation (“Kaiser” or the “Compa) is a Delaware corporation organized in 198@e T
Company operates primarily through its wholly owsetbsidiary, Kaiser Aluminum & Chemical Corporation
(“KACC"). The Company’s primary line of businesstige production of fabricated aluminum productsadidition,
the Company owns a 49% interest in an aluminumtemiel Wales, UK. Kaiser and certain of its sulesigis have
filed separate petitions in the United States Baptay Court for the District of Delaware (the “Ct\ifor
reorganization under Chapter 11 of the United StBenkruptcy Code (the “Codedind are currently managing tf
businesses as “debtor in possession”. The Compak@C and the KACC subsidiaries are collectivelyereéd to
herein as the “Debtors” and the Chapter 11 procgsddf these entities are collectively referretieécein as the
“Cases.” For purposes of this Report, the termififiDate”means, with respect to any particular Debtor, tie dr
which such Debtor filed its Case.

As more fully discussed below, the Company filgalam of reorganization and disclosure statemeB&0Db.
The plan was accepted by all classes of credittiez to vote on the plan and the plan was candil by the Cou
on February 6, 2006. The confirmation order remairgect to motions for review and appeals filectbstain of
KACC's insurers and must still be adopted or affidrby the United States District Court. Other digant
conditions to emergence include completion of tbhenany’s exit financing, listing of the new commainck on
the NASDAQ stock market and formation of the trdststhe benefit of the torts claimants. As prowde the plan
of reorganization, once the Court’s confirmatiodesris adopted or affirmed by the United Statesr@isCourt,
even if the affirmation order is appealed, the Campcan proceed to emerge if the United Statesi@ig€ourt doe
not stay its order adopting or affirming the comf@tion order and the key constituents in the Chidteoroceeding
agree. Assuming the United States District Couotpdslor affirms the confirmation order, the Compansiieves the
it is possible that it will emerge in the secondudger of 2006. No assurances can be given that tlet’s
confirmation order will ultimately be adopted ofiahed by the United States District Court or tha transactions
contemplated by the plan of reorganization willmétely be consummated.

As previously reported, the Company’s restructurirayld resolve prepetition claims that are curreatibject
to compromise including retiree medical, pensi@hestos, and other tort, bond, and note claims plreof
reorganization would result in the cancellatiortte equity interests of current stockholders arddiltribution of
equity in the emerging company to creditors anditoe representatives. Under the terms of the filao,




voluntary employee beneficiary associations thatvegeated in 2004 to provide medical benefitauods to defray
the cost of medical benefits for salaried and horetirees are entitled to receive a majority & tiew equity
distributed. Retiree medical plans existing at thraé were cancelled.

When the restructuring process began, Kaiser wastagrated producer in the aluminum industry with
operations that included the production and saleaoikite, alumina, and primary aluminum (the “condiities
interests”) and the production of fabricated alwminproducts. However, the Company’s strategic wevimdicated
that its commodities interests were typically higbest, required significant capital investmentl axposed the
Company to significant volatility and cash consuimpiduring weak pricing environments. As a resti#tiser
implemented a strategy of focusing on its fabridgieducts operations and divesting all but onisscfommodities
interests.

Business Operations

» Fabricated Products Business Unit

Overview. Kaiser's Fabricated products business unit preduolled, extruded, drawn, and forged aluminum
products used principally for aerospace and defengemotive, consumer durables, electrical, anchinary and
equipment end-use applications. Kaisgrarticipation is focused generally in specialghas of these larger prodt
categories. During the period 2003 through 20085 Gbmpany’s eleven North American fabricated présluc
manufacturing facilities have produced and shipgggroximately 372, 459 and 482 million pounds, eespely, of
fabricated aluminum products. In general, prodotasiufactured are in one of four broad categorieseral
engineering (“GE”), aerospace and high strengthe(o#HS”), automotive (“Auto”), and custom industieCl”).

A description of the manufacturing processes amegoay of products at each of the 11 productioiifes is
shown below:

Manufacturing

Location Proces: Types of Product:
Chandler, Arizon: Drawing Aero/HS

Greenwood, South Carolit Forging Auto

Jackson, Tenness Extrusion/Drawing Aero/HS, GE

London, Ontaric Extrusion Auto, ClI

Los Angeles, Californii Extrusion GE, CI

Newark, Ohic Extrusion/Rod Rolling Aero/HS, GE, Conversion productsi
Richland, Washingto Extrusion Aero/HS, GE

Richmond, Virginia Extrusion/Drawing GE, Auto, CI

Sherman, Texa Extrusion Auto, CI

Spokane, Washingtc Flat Rolling Aero/HS, GE

Tulsa, Oklahom: Extrusion GE

(1) Conversion products can undergo one or two additiprocessing steps before being identified torahese
application.

Further discussion is provided below in respecghajor types of products produced and the types of
manufacturing processes employed.

As can be seen in the table above, many of thétfasiemploy the same basic manufacturing proeess
produce the same type of products. Over the pastaeyears, given the similar economic and otharacteristics
at each location, Kaiser has made a significamtrefd more tightly integrate the management oFabricated
products business unit across multiple manufaajuonations, product lines, and target markets a@imize the
efficiency of product flow to customers. Purchasigentralized for a substantial portion of théieated products
business unit’s primary aluminum requirements theotto try to maximize price, credit and other HgseBecause
many customers purchase a number of different mtsdhat are produced at different plants, these ha




also been substantial integration of the salesfara its management. The Company believes thegration of its
operations will allow the Company to capture effitties while allowing the plant locations to remiaighly
focused.

Industry sales margins for fabricated productstflate in response to competitive and market dynamic
However, changes in primary aluminum price typicalte passed through to customers, and, wherecébd
product shipments are based on firm prices (inalgdne primary aluminum content), the Company’sosxpe to
metal price fluctuations is mitigated by employaggpropriate hedging techniques. For internal répgurposes,
whenever the Fabricated products business unitemi® a firm price contract, it also enters iato“internal
hedge” with the Primary aluminum business unitthed all the metal price risk resides in the Prigraluminum
business unit. Results from internal hedging ati¢isibetween the two business units are eliminatednsolidation

In a majority of the cases, the operations purcpaseary aluminum ingot and recycled and scrap @hum in
varying percentages depending on various markatramcluding price and availability. Primary alumam
purchased for the Fabricated products businessautypically based on the Average Midwest TransacPrice
(“Midwest Price”), which typically ranges betwee®3$ to $.075 per pound above the price traded eh.¢mdon
Metal Exchange (“LME") depending on primary alumimgupply/demand dynamics in North America. Recycled
and scrap aluminum are typically purchased at aesiogdiscount to ingot prices but can require aololti
processing. In addition to producing fabricatedvdhum products for sale to third parties, certdithe plants
provide one another with billet, log or other imediate material in lieu of purchasing such iterogifthird party
suppliers. For example, a substantial majorityhefproduct from the Richland, Washington locat®nsed as base
input at the Chandler, Arizona location; the Shermplant is currently supplying billet and logs betTulsa,
Oklahoma facility; the Richmond, Virginia plant fgglly receives some portion of its metal suppbynfreither (or
both of) the London, Ontario or Newark, Ohio fa@@; and the Newark, Ohio facility also suppliédeband log to
the Jackson, Tennessee facility and extruded fetigek to the Greenwood, South Carolina facility.

Types of Products Produced

General Engineering Products— General engineering products have a wide rafigsas and applications,
many of which involve further fabrication of thgseducts for numerous transportation and indusémal uses.
Demand growth and cyclicality tend to mirror braambnomic patterns and industrial activity in Noifmerica. A
substantial majority of the Company’s GE productssold to large distributors in North America, wirders often
representing standard catalog items shipped wighatively short lead-time. Key competitive dynamieflect a
variety of factors including product-line breadpinpduct quality, delivery performance and custos®wice, in
addition to product price. The Company services tharket with a nationwide sales force focused Bra&d
Aero/HS products.

Aerospace and High Strength Produets Aero/HS products include aerospace, defenseresrdational
products, a majority of which are sold to distrimstwith the remainder being sold directly to custes. Sales are
made either under contracts (with terms spanniog fone year to several years) or order-by-ordesb@ibe
Company serves this market with a North Americdesstorce focused on GE and Aero/HS products aretdi
sales representatives in Western Europe. The kayane drivers are commercial aircraft builds (whirchurn are
often reflective of broad economic patterns) anfétge spending.

Automotive Extruded and Forged Produets The Company supplies extruded, drawn, and foedechinum
products for applications in the North Americanambtive industry. Kaiser supplies a wide varietypodducts,
including extruded products for anti-lock braking®ms, drawn tube for drive shafts, and forgimgsstispension
control arms and drive train yokes. For some prigjucaiser performs limited fabrication. Customerisnarily
include tier-one suppliers to equipment manufacturales contracts for these products are tygiocadidium to
long-term in length. Almost all sales of automotasdruded and forged products occur through dickannels. The
key demand drivers have been (a) North Americdnt kghicle builds and (b) increased use of alumimurehicles
as aluminum displaces steel parts to reduce vehieight in response to ever-tightening governmesttdards for
vehicle emissions.




Custom Industrial Products— The Company manufactures custom products folyread uses, including
consumer durables, electrical, machinery and eqaiyppand truck trailer applications. A significgmatrtion of
Kaiser’s custom industrial product sales in regeyars has been for water heater anodes, truckrgaihd
electrical/electronic heat exchangers. The Compgpigally sells custom shapes directly to end-usexer
medium-term contracts. The Company sells theseugtedising a nationwide direct sales force thakeafosely
with the technical sales organization in pre-s#ierts.

Concentrations— In 2005, the Fabricated products business unitapgdoximately 575 customers. The larg
and top five customers for fabricated products anted for approximately 11% and 33%, respectiveiyhe
Company’s third-party net sales in 2005. SubseqieeBecember 31, 2005, the largest customer foF#iicated
products segment, Reliance Group, entered int@esement to acquire one of the Company’s othefitep
customers. The acquisition is expected to be camglia the second quarter of 2006. Sales to Radi@roup and
the other customer (on a combined basis) accodateapproximately 19% of the Compasythird party net sales
2005. The loss of Reliance Group, as a customariditave a material adverse effect on the Compaksgrtas a
whole. However, in the Company’s opinion, the lielaghip between Reliance Group and the Compangas @nd
the risk of loss of Reliance Group, as a custoisgemote. See Item 1. “Business Gompetition” in this Report.
Sales are made directly to end-use customers airibdtors by KACC sales personnel located in théddl States
and Europe, and by independent sales agents in Msiico and the Middle East.

GE and Aero/HS shipments in recent years have approximately 50% and 20%, respectively, of total
Fabricated products business unit shipments wéh¢imainder being relatively equally split betwéeno and Cl.
However, on a revenue basis, Aero/HS would be apately double its relative shipment percentage @h
would be approximately half its relative shipmeatqentage, reflecting the relative pricing of thggees of
products.

Types of Manufacturing Processes Employed

Flat Rolled Products— The traditional manufacturing process for aluminrolled products uses ingot as the
starter material. The ingot is processed throughrgs of rolling operations, both hot and coleighing steps may
include heat treatment, annealing, coating, stiegcteveling or slitting to achieve the desiredtafiergical,
dimensional and performance characteristics. Alumimolled products are manufactured using a vaoégiloy
mixtures, a range of tempers (hardness), gaugekirfdss) and widths, and various coatings andHessRolled
aluminum semi-finished products are generally eifheet (under .25 inches in thickness) or plapet@ul5 inches
in thickness). The vast majority of the North Ansan market for aluminum rolled products uses (apfmon
alloy” material for construction and other applioas, and (b) beverage/food can sheet. Howevesethee products
and markets in which Kaiser chooses not to padteipRather, Kaiser has chosen to focus its eftort$eat treat”
products. Heat treat products are distinguishegh ftommon alloy products by higher strength andradlesired
product attributes, which result in higher valuéed in the market than for most other types oetbfproducts. The
size of this specialized market segment is less 1086 of the total flat-rolled market. The primanyd use of heat
treat rolled sheet and plate is for aerospace @ag@raducts.

Extruded Products— The extrusion process typically starts with atdallet, which is an aluminum cylinder of
varying length and diameter. The first step infthecess is to heat the billet to an elevated teaiper whereby the
metal is malleable. The billet is put into an estom press and pushed, or extruded, through ddtegtves the
material the desired two-dimensional cross seclitwe. material is either quenched as it leaves tessp or
subjected to a post extrusion heat treatment ctaleontrol the material’'s physical properties. Bxérusion is then
straightened by stretching and cut to length belfeiag hardened in aging ovens. The largest erslafsextruded
products are in the construction, transportationl@iding automotive), custom industrial, and gehengineering
segments. Building products represents the laggabsuse market for extrusions by a significant amhadowever,
Kaiser has chosen to focus its efforts in the petida of transportation, general engineering arstam industrial
products.

Forged Products— Forging is a manufacturing process in which inistaressed, pounded or squeezed under
great pressure into high strength parts known @grfgs, creating unique property characteristicsged parts are
heat treated before final shipment to the custoifiee.end uses are primarily in transportation, whegh strength




to weight product qualities are valued. Kaiser'gipgation is highly focused on certain types afamotive
applications.

Legal Structure

All of the Company’s fixed assets utilized by thebFcated products business unit are currently oveiectly
by KACC with two exceptions: (1) the London, Ontefacility is owned by Kaiser Aluminum & Chemicdl o
Canada Limited ("*KACOCL"), a wholly owned subsidjawhich was one of KACC'’s subsidiaries that fiked
petition for reorganization under the Code in Jap2803, and (2) the Richmond, Virginia facilityhigh is owned
by Kaiser Bellwood Corporation (“Bellwood”), a wityplbwned subsidiary of KACC, which filed a petitidor
reorganization in February 2002. The Company do¢bealieve that KACOCL's or Bellwood's operationsve
been adversely affected by the Cases.

In connection with the effective date of the pldmemrganization, the Company and its subsidiasidisbe
restructured so as to reduce the number of companie associated administrative costs to the eptesible. It is
contemplated that the restructuring will includes @t more mergers, consolidations, reorganizatiasset transfers
or dissolutions.

¢ Primary Aluminum Business Unit

The Primary aluminum business unit, after excludlisgontinued operations, has been redefined by
management as containing two primary elementad@yities related to the Company'’s interests id exlated to
Anglesey Aluminium Limited (“Anglesey”), and (b)iprary aluminum hedging-related activities.

Anglesey. KACC owns a 49% interest in Anglesey, which ownsaluminum smelter at Holyhead, Wales. The
smelter has a total annual rated capacity of apprabtely 135,000 metric tons of which approximaté$y150 metrit
tons of the annual rated capacity are availabtaeadCompany. The Anglesey smelter uses pre-bakedémgy.
KACC supplies 49% of Anglesey’s alumina requirenseamid purchases 49% of Anglesey’s aluminum outiput a
market related prices. Anglesey produces billdlingpingot and sow for the U.K. and European méplace.
KACC sells its share of Anglesey’s output to a &rthird party. The price received for sales ofduction from
Anglesey typically approximate the LME price. KA@o realizes a premium (historically between %08 $.12
per pound above LME price depending on the prodoctales of value added products such as bitiétralling
ingot. Anglesey operates under a power agreemanptbvides sufficient power to sustain its operadiat full
capacity through September 2009. Anglesey’s aliilityperate past September 2009 is dependent upmting
adequate power at an acceptable purchase priceas$lwances can be given in this regard. Rio Tilt@®ns the
remaining 51% ownership interest in Anglesey. Aamity shareholder, Rio Tinto has day-to-day opieat
responsibility for Anglesey, although certain dewis require unanimous approval of the shareholders

The Company is responsible for selling alumina tml&sey in proportion to the Company’s ownership
percentage. Such alumina is purchased under ctstibprices that are tied to primary aluminumesithat extend
through 2007. The Company will need to secure aa@ewmina contract for the period after 2007. Naiaasces can
be provided currently regarding the ability to seca source of alumina at a price that will maimthie viability of
the Anglesey operations. Anglesey did not file titioe for reorganization. KACC does not believedgiesey’s
operations have been adversely affected as a sk Cases as the Debtors received the autHooity the Court
to fund the Debtors’ cash requirements in respeainglesey in the ordinary course of business.

Hedging. KACC's share of primary aluminum production fréinglesey is approximately 150 million pounds
annually. Because KACC purchases alumina for Amgyles prices linked to primary aluminum prices,yoal
portion of the Company’s net revenues associatéitl Arglesey are exposed to price risk. The Compstiynates
the net portion of its share of Anglesey productaposed to primary aluminum price risk to be agnately
100 million pounds annually.

As stated above, the Company'’s pricing of fabridatleiminum products is generally intended to latlei
conversion margin (representing the value added tte fabrication process(es)) and to pass meta psk on to
its customers. However, in certain instances the@my does enter into firm price arrangementsuti snstances,
the Company does have price risk on its anticipptedary aluminum purchase in respect of the




customer’s order. Total fabricated products shipménring 2003, 2004, and 2005 and the shipmentstiach the
Company had price risk were (in millions of poun#lg)6, 119.0, and 155.0, respectively.

During the last three years, the Company’s net sxgmto primary aluminum price risk at Anglesey
substantially offset or roughly equaled the volushéabricated products shipments with underlyingnary
aluminum price risk. As such, the Company consiitsraccess to Anglesey production overall to beastural”
hedge against any fabricated products firm metile risk. For internal reporting purposes, whendtie Fabricate
products business unit enters into a firm pricetrean, the Primary aluminum business unit and FEalted products
business unit segments enter into an “internal &&dg that all the metal price risk resides inBmgnary aluminum
business unit. Results from internal hedging atitivibetween the two segments eliminate in constdid.
However, since the volume of fabricated productppsdd under firm prices may not match up on a
month-to-month basis with expected Anglesey-relgt@mary aluminum shipments, the Company may usd th
party hedging instruments to eliminate any net iaing primary aluminum price exposure existing i3y eme.

Primary aluminum-related hedging activities haverbmanaged centrally on behalf of all of KACC’s iness
segments to minimize transaction costs, to mogiboisolidated net exposures and to allow for ineréas
responsiveness to changes in market factors. Hgdgitivities are conducted in compliance with dqyoapproved
by the Company’s board of directors, and hedgiagdactions are only entered into after appropapfgovals are
obtained from the Company’s hedging committee (Wincludes the Company’s chief executive officed &ny
financial officers).

» Discontinued Operations

Prior to 2004, KACC was a major producer of primalyminum and sold significant amounts of its alai
and primary aluminum production in domestic anéfinational markets. KACC's strategy was to selllassantial
portion of the alumina and primary aluminum avd#ato it in excess of its internal requirementshiod parties.
However, as more fully discussed in Note 5 of Néte€onsolidated Financial Statements and belogvCthmpany
has sold all of its commodity-related interestseotthan its interests in and related to Anglesey.

Valco. The Company, with Court approval, sold its ins¢gsen and related to Volta Aluminium Company
Limited (“Valco”) in October 2004. KACC owned a 90%terest in Valco, which owns an aluminum smeitter
Ghana. The smelter had a total annual capacitpmfoximately 200,000 tons of which approximatel¥, D80 tons
of the annual capacity was available to KACC. Hoarethe Valco smelter had been fully curtailed siearly in thi
second quarter of 2003 due to power supply isst@so did not file a petition for reorganization.

Washington SmeltersThe Company owned and operated two aluminum snseh the State of Washington
(the Mead and Tacoma smelters). Both smelters fuélyecurtailed during the 2002-2004 period. ThenGaany,
with Court approval, sold the Tacoma smelter inye2003 and the Mead facility in the second quanfe2004.

KJBC. With Court approval, the Company sold its intésés and related to Kaiser Jamaica Bauxite Company
(“KJIBC™) on October 1, 2004. KIBC mined bauxitegegximately 4,500,000 tons annually) as an aganKfCC
from land that was subject to a mining lease frbem®&overnment of Jamaica. KACC held its interetJBC
through a wholly owned subsidiary, Kaiser Bauxitax@pany (“KBC"), which was one of KACC'’s subsidiasithat
filed a petition for reorganization under the Caddanuary 2003. KIJBC did not file a petition feprganization.
Although KACC (through KBC) owned 49% of KJBC, ibw entitled to, and generally took, all of KIBCa&ukite
output. A substantial majority of the bauxite mingdKJBC was refined into alumina at the Gramemwility and
the remainder was sold to a third party.

Gramercy. With Court approval, the Gramercy facility wasdson October 1, 2004. Alumina produced by
Gramercy refinery was primarily sold to third pasti Production at the plant was fully or partiailytailed from
July 1999 until January 2002 as a result of anasiph in the digestion area of the plant. Sinceeting of February
2002, the plant had, except for normal operatingatians, generally operated at approximately 1@J%s rated
annual capacity of 1,250,000 tons.

Alpart. With Court approval, the Company sold its intesés and related to Alumina Partners of Jamaica
(“Alpart™) on July 1, 2004. KACC owned a 65% intstén Alpart. KACC held its interests in Alpart dugh two
wholly owned subsidiaries, Kaiser Jamaica CorponaffKJC”) and Alpart Jamaica Inc. (“AJI"), whichexe two




of KACC'’s wholly owned subsidiaries that filed gatns for reorganization under the Code in Jan28§83. Alpart
did not file a petition for reorganization. Alpdmtld bauxite reserves and owned a 1,650,000-toggaralumina
plant located in Jamaica.

QAL. With Court approval, the Company sold its int&sés and related to Queensland Alumina Limited
(“QAL") in April 2005. KACC owned a 20% interest iQAL. KACC held its interest in QAL through a whyll
owned subsidiary, Kaiser Alumina Australia Corpmmat(*KAAC"), which is one of KACC'’s subsidiariefat filed
a petition for reorganization under the Code in2AL, which is located in Queensland, Austratians one of
the largest and most competitive alumina refindriegbe world. The refinery has a total annual mthn capacity
of approximately 3,650,000 tons from which approxiety 730,000 tons of the annual production capaeis
available to KAAC. QAL refines bauxite into alumjressentially on a cost basis, for the accounsa$hiareholders
under long-term tolling contracts. In recent ye&A&CC sold its share of QAL’s production to thirdnties.

Commaodities Marketing.Given the significance of the Company’s expogangrimary aluminum and alumina
prices (alumina prices typically are linked to paity aluminum prices on a lagged basis) in priorgethe
commodity marketing activities were considered@asate business unit. In the accompanying finarstéaements,
the Company has reclassified to discontinued ojpeisall of the primary aluminum hedging resultséspect of th
commodity-related interests that have been soldfaaidare also treated as discontinued operathmstated above,
remaining primary aluminum hedging activities rethto the Company’s interests in Anglesey and any rice
fabricated product shipments are considered paheofPrimary aluminum business unit”.

Competition

KACC markets fabricated aluminum products it mantifees in the United States and abroad. Sales ade m
both directly and through distributors to a largenber of end-use customers. Competition in the cfal@bricated
products is based upon quality, availability, pracel service, including delivery performance. KAG&centrates
its fabricating operations on selected productsMioich it believes it has production capabilitychaical expertise,
high-product quality, and geographic and other ogtitipe advantages. However, KACC competes with etous
domestic and international fabricators in the sélfabricated aluminum products. Many of KACC's quetitors
have greater financial resources than KACC.

Research and Development

Expenditures for the Fabricated products businegsuesearch and development activities were $#lllon
in 2005, $1.7 million in 2004 and $1.6 million iIB@3. KACC estimates that research and developmemngitures
for the Fabricated products business unit willibénhie range of $2.0 million to $3.0 million in 20@®esearch and
development facilities in Jackson, Tennessee; Weod, Washington; and Newark, Ohio, focus on adednc
metallurgical analysis and process technology.

Employees

At December 31, 2005, KACC employed approximateff0R persons, of which approximately 2,350 were
employed in the Fabricated products business adita@proximately 50 were employed in Corporate. At
December 31, 2004, KACC employed approximately @ @& sons of which approximately 2,200 were empldge
the Fabricated products business unit and apprdziyn&0 were employed in Corporate.




The table below shows each manufacturing locatteprimary union affiliation, if any, and the esqtion datt
for the current union contract.

Contract
Location Union Expiration Date
Chandler, AZ Non-union NA
Greenwood, S( Non-union NA
Jackson, TN Non-union NA
London, Ontaric USW Canad: Feb 200¢
Los Angeles, C/ Teamster: May 2006
Newark, OH USWA Sept 201(
Richland, WA Non-union NA
Richmond, VA USWA IAM Nov 2010
Sherman, T 1AM Dec 2007
Spokane, W# USWA Sept 201(
Tulsa, OK USWA Nov 2010

Environmental Matters

The Company, KACC and KACC's subsidiaries are stilifea wide variety of international, federal tetand
local environmental laws and regulations in thetebhiStates and Canada with respect to, among thtings, air,
water, and the handling and disposal of hazard@stenmaterials. The Company has casting, or reoptations ¢
six of its facilities (London, Los Angeles, NewaRichmond, Sherman, and Spokane) that purchaseeapde
aluminum scrap in various forms, and purchase psimeetal from third parties. Purchased metal ipéased for
impurities and other contaminants before introdurctnto the remelt process. These cast housetfasitire subject
to air and water environmental regulations, andehiavforce the necessary permits and inspectiorcanttol
systems for current and expected operating leMdsiufacturing operations are subject to the samelagons, and
have the necessary permits for current and expegtedtions. Any hazardous materials, which arively minor
in volume in comparison to the volume of primamyralnum consumed and produced, are shipped oftsite t
recycling or storage operations, which are appraratiperiodically audited by the Company’s envirental staff.
KACC has also maintained PCB and asbestos remowgtams for several years.

The Company has previously disclosed that, duripgl 2004, KACC was served with a subpoena for
documents and has been notified by Federal augmtitat they are investigating certain environrmlecwmpliance
issues with respect to KACC’s Trentwood facilitySpokane, Washington. KACC is undertaking its omterinal
investigation of the matter through specially na¢al counsel to ensure that it has all relevans fagarding
Trentwood’s compliance with applicable environmétaes. KACC believes it is in compliance with alpplicable
environmental laws and regulations at the Trentwiaedity and intends to defend any claim or chatgeany
should result, vigorously. The Company cannot asgést, if any, impacts this matter may have onGbempany’s
or KACC'’s financial statements.

For additional discussion of this subject, see técAffecting Future Performance”. KACC's curremtpast
operations subject it to environmental compliarbean-up and damage claims that may be costly nguhie
pendency of the Cases, substantially all pendtigation, except certain environmental claims atigdtion, agains
the Debtors is stayed.

Reorganization Proceedings

« Background

The Company, KACC and 24 of KACC's subsidiarieséniled separate voluntary petitions in the Coart f
reorganization under Chapter 11 of the Code. Ineldaer 2005, four of the KACC subsidiaries werealis=d,
pursuant to two separate plans of liquidation asenfdly discussed below. The Company, KACC andrdraaining
20 KACC subsidiaries continue to manage their lessas in the ordinary course as




debtors-in-possession subject to the control andradtration of the Court and are collectively me¢el to herein as
the “Reorganizing Debtors.”

In addition to KAC and KACC, the Debtors include thollowing subsidiaries: Bellwood, Kaiser Alumimiu
International, Inc. (“KAII"), Kaiser Aluminum Techaal Services, Inc. (“KATSI”), KAAC (and its whollpwned
subsidiary, Kaiser Finance Corporation (“KFC")), RBKJC, AJl, KACOCL and 15 other entities with lexl
balances or activities. Ancillary proceedings igpect of KACOCL and two additional Debtors werenals
commenced in Canada simultaneously with the filingthe United States.

The Debtors found it necessary to file the Casisagrily because of liquidity and cash flow probleafghe
Company and its subsidiaries that arose in latd 20@ early 2002. The Company was facing significaar-term
debt maturities at a time of unusually weak alumirindustry business conditions, depressed alumintices and .
broad economic slowdown that was further exacedbayethe events of September 11, 2001. In additiom,
Company had become increasingly burdened by asbitsgation and growing legacy obligations forire¢
medical and pension costs. The confluence of tfeaters created the prospect of continuing opegdtinses and
negative cash flows, resulting in lower creditmgs and an inability to access the capital markets.

The outstanding principal of, and accrued inteoestall debt of the Debtors became immediately aha
payable upon commencement of the Cases. Howewevait majority of the claims in existence at timg Date
(including claims for principal and accrued intérasd substantially all legal proceedings) areetigyleferred)
during the pendency of the Cases. In connection tlii filing of the Debtors’ Cases, the Court, upastion by the
Debtors, authorized the Debtors to pay or otherlig®or certain unsecured pre- Filing Date claimsluding
employee wages and benefits and customer claitteiordinary course of business, subject to celitaitations
and to continue using the Company’s existing caahagement systems. The Reorganizing Debtors alsotha
right to assume or reject executory contracts iexjgirior to the Filing Date, subject to Court apyal and certain
other limitations. In this context, “assumption” ams that the Reorganizing Debtors agree to perfoein
obligations and cure certain existing defaults uraheexecutory contract and “rejection” means that
Reorganizing Debtors are relieved from their olilgass to perform further under an executory coriteaxt are
subject only to a claim for damages for the brahaeheof. Any claim for damages resulting from tegction of a
pre-Filing Date executory contract is treated gemeral unsecured claim in the Cases.

* Case Administration

Generally, pre-Filing Date claims, including cemtabntingent or unliquidated claims, against thétoes will
fall into two categories: secured and unsecuredledthe Code, a creditor’s claim is treated asreetanly to the
extent of the value of the collateral securing stielim, with the balance of such claim being trdaie unsecured.
Unsecured and partially secured claims do not a&cicrierest after the Filing Date. A fully securdalim, however,
does accrue interest after the Filing Date unéldmount due and owing to the secured creditolydimg interest
accrued after the Filing Date, is equal to the @alfithe collateral securing such claim. The baesléestablished by
the Court) by which holders of pre-Filing Date otgiagainst the Debtors (other than asbestaded personal inju
claims) could file their claims have passed. Anidboof a claim that was required to file such rldiy such bar
date and did not do so may be barred from assestiog claim against any of the Debtors and, acoghgli may not
be able to participate in any distribution in ariyhee Cases on account of such claim. The Compasynbt yet
completed its analysis of all of the proofs of glab determine their validity. However, during tmurse of the
Cases, certain matters in respect of the claime baen resolved. Material provisions in respeciam settlement
are included in the accompanying financial statasmand are fully disclosed elsewhere herein. Thalates do not
apply to asbestos-related personal injury claimswhich no bar date has been set.

Two creditors’ committees, one representing theeaased creditors (the “UCC™) and the other représgrthe
asbestos claimants (the “ACC”"), have been appoiaseafficial committees in the Cases and, in acooed with the
provisions of the Code, have the right to be heardll matters that come before the Court. In Au@@€3, the
Court approved the appointment of a committee lairigal retirees (the “1114 Committee” and, togethigh the
UCC and the ACC, the “Committees”) with whom thebies negotiated necessary changes, including the
modification or termination, of certain retiree béits (such as medical and insurance) under Settidd of the
Code. The Committees, together with the Court-aptpdilegal representatives for (a) potential fuaskestos




claimants (the “Asbestos Futures’ Representatigad (b) potential future silica and coal tar pitcitatile claimants
(the “Silica/CTPV Futures’ Representative” and lectively with the Asbestos Futures” Representatilve
“Futures’ Representativesave played and will continue to play importanesoin the Cases and in the negotis
of the terms of any plan or plans of reorganizatidme Debtors are required to bear certain costeapenses for
the Committees and the Futures’ Representativelidimg those of their counsel and other advisors.

+ Commodityrelated and Inactive Subsidiaries

As previously disclosed, the Company generatedast proceeds of approximately $686.8 million fritwen
sale of the Company'’s interests in and relateduee@sland Alumina Limited ("*QAL”") and Alumina Paetrs of
Jamaica (“Alpart”). The Company’s interests in aakhted to QAL were owned by KAAC and KFC. The
Company’s interests in and related to Alpart weraed by AJl and KJC. Throughout most of 2005, trexeeds
were being held in separate escrow accounts pewlisitgoution to the creditors of AJl, KIC, KAAC @aiKFC
(collectively the “Liquidating Subsidiaries”) pursut to certain liquidating plans.

During November 2004, the Liquidating Subsidiafits] separate joint plans of liquidation and retht
disclosure statements with the Court. Such planygther with the disclosure statements and all dments filed
thereto, are referred to as the “as the “Liquidaftans.” In general, the Liquidating Plans prodider the vast
majority of the net sale proceeds to be distribtitetthe Pension Benefit Guaranty Corporation (fRBGC”) and the
holders of KACC's 9/8% and 10'/ 8% Senior Notes (the “Senior Notes”) and claims wpitiority status.

As previously disclosed in 2004, a group of holdéns “Sub Note Group”) of KACC's 12/ 4% Senior
Subordinated Notes (the “Sub Notes”) formed an ficiaf committee to represent all holders of Sulté¢écand
retained its own legal counsel. The Sub Note Gemgerted that the Sub Note holders’ claims ag#iastubsidiary
guarantors (and in particular the Liquidating Sdlasies) may not, as a technical matter, be cotuadly
subordinated to the claims of the holders of thei@eNotes against the subsidiary guarantors (tholy AJl, KJC,
KAAC and KFC). A separate group that holds bothSlie Notes and Senior Notes made a similar assehid
also, maintained that a portion of the claims dflbos of Senior Notes against the subsidiary guaranvere
contractually senior to the claims of holders ob $iotes against the subsidiary guarantors. Theteffesuch
positions, if ultimately sustained, would be tha holders of Sub Notes would be on a par witlal portion of
the holders of the Senior Notes in respect of prdsdrom sales of the Company’s interests in alada@ to the
Liguidating Subsidiaries.

The Court ultimately approved the disclosure stat@srelated to the Liquidating Plans in Febru@§3 In
April 2005, voting results on the Liquidating Plamsre filed with the Court by the Debtors’ claingeat. Based on
these results, the Court determined that a sufficielume of creditors (in number and amount) hatkd to accept
the Liquidating Plans to permit confirmation prodiegs with respect to the Liquidating Plans to gavard even
though the filing by the claims agent also indidatteat holders of the Sub Notes, as a group, vodédo accept the
Liguidating Plans. Accordingly, the Court conducteseries of evidentiary hearings to determineatloeation of
distributions among holders of the Senior NotesthedSub Notes. In connection with those proceeditite Court
also determined that there could be an allocatiche Parish of St. James, State of LouisianadS@hste Revenue
Bonds (the “Revenue Bonds”) of up to $8.0 milliordauled against the position asserted by the a&pgroup that
holds both Senior Notes and the Sub Notes.

On December 20, 2005, the Court confirmed the ldgting Plans (subject to certain modifications).saant
to the Courts order, the Liquidating Subsidiaries were autleatito make partial cash distributions to certaithefr
creditors, while reserving sufficient amounts fotufre distributions until the Court resolved thattactual
subordination dispute among the creditors of tlsetsidiaries and for the payment of administragind priority
claims and trust expenses. The Caurtlling did not resolve the dispute between thddrs of the Senior Notes a
the holders of the Sub Notes regarding their raspeentitlement to certain of the proceeds froike sdi interests by
the Liquidating Subsidiaries (the “Senior Note-Sdie Dispute”). However, as a result of the Couaiproval, all
restricted cash or other assets held on behalf oy the Liquidating Subsidiaries were transfeni@d trustee in
accordance with the terms of the Liquidating Plaiee trustee was then authorized to make partsl dastribution
after setting aside sufficient reserves for amosntgect to the Senior Note-Sub Note Dispute (apprately
$213.0 million) and for the payment of administratand priority claims and trust expenses
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(approximately $40.0 million). After such reserviés partial distribution totaled approximately $4Bmillion, of
which, pursuant to the Liquidating Plans, approxeha$196.0 million was paid to the PBGC and $20gillion
was paid to the indenture trustees for the Senaiedfor subsequent distribution to the holderthefSenior Notes.
Of the remaining partial distribution, approximgt&R1.0 million was paid to KACC and $11.0 millieras paid to
the PBGC on behalf of KACC. Partial distributionsere& made in late December 2005 and, in connectitntie
effectiveness of the Liquidating Plans, the Ligtig Subsidiaries were deemed to be dissolved @pidthe action
necessary to dissolve and terminate their corp@vdttence.

On December 22, 2005, the Court issued a decirionrinection with the Senior Note-Sub Note Dispute,
finding in favor of the Senior Notes. On January, 2006, the Court held a hearing on a motion kyirtidenture
trustee for the Sub Notes to stay distributionhef @mounts reserved under the Liquidating Plansspect of the
Senior Note-Sub Note Dispute pending appeals ipeef the Court’s December 22, 2005 decisionttiaiSub
Notes were contractually subordinate to the Sedaies in regard to certain subsidiary guarantaastigularly the
Liguidating Subsidiaries) and that certain partiese not due certain reimbursements. An agreemastreached at
the hearing and subsequently approved by Court aimted March 7, 2006, authorizing the trusteddtridute the
amounts reserved to the indenture trustees foséméor Notes and further authorize the indentwstées to make
distributions to holders of the Senior Notes whkileh appeals proceed, in each case subject terthse ind
conditions stated in the order.

Based on the objections and pleadings filed bySile Note Group and the group that holds Sub Natds a
Senior Notes and the assumptions and estimateswipich the Liquidating Plans are based, if the baddbf Sub
Notes were ultimately to prevail on their appelad Liquidating Plans indicated that it is possibiat the holders ¢
the Sub Notes could receive between approxima&lymillion and approximately $215.0 million deperg on
whether the Sub Notes were determined to rank omwipa a portion or all of the Senior Notes. Corsady, if the
holders of the Senior Notes prevail on appeal, therholders of the Sub Notes will receive no distions under
Liquidating Plans. The Company believes that thennof the indentures in respect of the Senioell@ind the Sub
Notes was to subordinate the claims of the Sub Nolgers in respect of the subsidiary guarantord{ding the
Liquidating Subsidiaries) and that the Court'smglon December 22, 2005, was correct. The Compamyat
predict, however, the ultimate resolution of thetera raised by the Sub Note Group, or the otheugron appeal,
when any such resolution will occur, or what impagy such resolution may have on the Company, dse£or
distributions to affected noteholders.

The distributions in respect of the Liquidatingialso settled substantially all amounts due betweACC
and the creditors of the Liquidating Subsidiariasspant to the Intercompany Settlement Agreeméet (t
“Intercompany Agreement”) that went into affectiabruary 2005 other than certain payments of atam
minimum tax paid by the Company that it expecteetmup from the liquidating trust for the KAAC aK&C joint
plan of liquidation (“the KAAC/KFC Plan”) during ¢hsecond half of 2006 in connection with a 2005ré&dnrn (see
Note 8 of Notes to Consolidated Financial States)eifthe Intercompany Agreement also resolved sabiatly all
pre-and post-petition intercompany claims amongXabtors.

KBC is being dealt with in the KACC plan of reorggation as more fully discussed below.

« Entities Containing the Fabricated Products ar@ertain Other Operations

Under the Code, claims of individual creditors myesherally be satisfied from the assets of theyeagainst
which that creditor has a lawful claim. The claiagginst the entities containing the Fabricated yctedand certain
other operations have to be resolved from the abklassets of KACC, KACOCL, and Bellwood, whicmeelly
include the fabricated products plants and theitking capital, the interests in and related to Assgly Aluminium
Limited (“Anglesey”) and proceeds received by seatities from the Liquidating Subsidiaries undes th
Intercompany Agreement. Sixteen of the ReorganiZiagtors have no material ongoing activities orrapens and
have no material assets or liabilities other thmarcompany claims (which were resolved pursuatti¢o
Intercompany Agreement). The Company has previatisiylosed that it believed that it is likely thmbst of these
entities will ultimately be merged out of existeraradissolved in some manner.

In June 2005, KAC, KACC, Bellwood, KACOCL and 17KACC's subsidiaries (i.e., the Reorganizing
Debtors) filed a plan of reorganization and relaletlosure statement with the Court. Followingraerim filing
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in August 2005, in September 2005, the ReorganiBielgtors filed amended plans of reorganizatiom{adified,
the “Kaiser Aluminum Amended Plan”) and related adexl disclosure statements (the “Kaiser Aluminum
Amended Disclosure Statement”) with the Court. BtBmber 2005, with the consent of creditors ancCihert,
KBC was added to the Kaiser Aluminum Amended Plan.

The Kaiser Aluminum Amended Plan, in general (scidfje the further conditions precedent as outlineldw),
resolves substantially all pre-Filing Date liatidg of the Remaining Debtors under a single joiah pf
reorganization. In summary, the Kaiser Aluminum Awbed Plan provides for the following principal eksmts:

(a) All of the equity interests of existing stockthers of the Company would be cancelled without
consideration.

(b) All post-petition and secured claims would eithe assumed by the emerging entity or paid at
emergence (see “Exit Cost” discussion below).

(c) Pursuant to agreements reached with salariddhanrly retirees in early 2004, in considerationthe
agreed cancellation of the retiree medical plamare fully discussed in Note 9 of Notes to Cordatkd
Financial Statements, KACC is making certain fixednthly payments into Voluntary Employee Benefigiar
Associations (“WEBAS") until emergence and has adrthereafter to make certain variable annual VEBA
contributions depending on the emerging entity’srafing results and financial liquidity. In additicupon
emergence the VEBAs are entitled to receive a imurtton of 66.9% of the new common stock of the eged
entity.

(d) The PBGC will receive a cash payment of $2.Bioniand 10.8% of the new common stock of the
emerged entity in respect of its claims against KL In addition, as described in (f) below, theGBwill
receive shares of new common stock based on éstditaims against the Remaining Debtors (other tha
KACOCL) and its participation, indirectly throughe KAAC/KFC Plan in claims of KFC against KACC,
which the Company currently estimates will resulttie PBGC receiving an additional 5.4% of the new
common stock of the emerged entity (bringing th&RBs total ownership percentage of the new entity t
approximately 16.2%). The $2.5 million cash payndistussed above is in addition to the cash amdhats
Company has already paid to the PBGC (see NoteNwtas to Consolidated Financial Statements) aatthie
PBGC has received and will receive from the LigtitaSubsidiaries under the Liquidating Plans.

(e) Pursuant to an agreement reached in early 20Q%nding and future asbestos-related personali
claims, all pending and future silica and coalgiéch volatiles personal injury claims and all hiegrloss claim:
would be resolved through the formation of one orertrusts to which all such claims would be dieedby
channeling injunctions that would permanently remall liability for such claims from the Debtorshd trusts
would be funded pursuant to statutory requiremantsagreements with representatives of the affqueties,
using (i) the Debtors’ insurance assets, (ii) $18illion in cash from KACC, (iii) 100% of the equitn a
KACC subsidiary whose sole asset will be a pieceeaf property that produces modest rental incand,

(iv) the new common stock of the emerged entitggdssued as per (f) below in respect of approxétgat
$830.0 million of intercompany claims of KFC agdiK&\CC that are to be assigned to the trust, witeh
Company currently estimates will entitle the trustseceive approximately 6.4% of the new commaoglsof
the emerged entity.

(f) Other pre-petition general unsecured claimsregdhe Remaining Debtors (other than KACOCL) are
entitled to receive approximately 22.3% of the m@mmon stock of the emerging entity in the proporthat
their allowed claim bears to the total amount tdhvakd claims. Claims that are expected to be withis group
include (i) any claims of the Senior Notes, the Skabes and PBGC (other than the PBGC's claim agains
KACOCL), (ii) the approximate $830.0 million of ericompany claims that will be assigned to the pebko
injury trust(s) referred to in (e) above, and @@l) unsecured trade and other general unsecuagds|including
approximately $276.0 million of intercompany claiofsKFC against KACC. However, holders of general
unsecured claims not exceeding a specified smaluatrwill receive a cash payment equal to approtema
2.9% of their agreed claim value in lieu of new eoom stock. In accordance with the contractual sdibation
provisions of the indenture governing the Sub Natas terms of the settlement between the holdettseof
Senior Notes and the holders of the Revenue Bahds)ew common stock or cash
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that would otherwise be distributed to the hold#réhe Sub Notes in respect of their claims agdimstDebtors
would instead be distributed to holders of the 8eNiotes and the Revenue Bonds on a pro rata baséd on
their relative allowed amounts of their claims.

The Kaiser Aluminum Amended Plan was accepted lbgladses of creditors entitled to vote on it amel t
Kaiser Aluminum Amended Plan was confirmed by tleen€on February 6, 2006. The confirmation ordenains
subject to motions for review and appeals filectcbgtain of KACC's insurers and must still be addpoe affirmed
by the United States District Court. Other sigrafit conditions to emergence include completiohef@ompany’s
exit financing, listing of the new common stocktbe NASDAQ stock market and formation of certairsts for the
benefit of different groups of the torts claimamts.provided in the Kaiser Aluminum Amended Plang® the
Court’s confirmation order is adopted or affirmgdthe United States District Court, even if tharaffition order is
appealed, the Company can proceed to emerge lifitfied States District Court does not stay its oedopting or
affirming the confirmation order and the key consnts in the Chapter 11 proceedings agree. Asguthe
United States District Court adopts or affirms teafirmation order, the Company believes that fiassible that it
will emerge before May 11, 2006. No assurancesheagiven that the Court’s confirmation order witimately be
adopted or affirmed by the United States Distriouf@ or that the transactions contemplated by thisét
Aluminum Amended Plan will ultimately be consumnghte

At emergence from Chapter 11, the Reorganizing @slwill have to pay or otherwise provide for a enl
amount of claims. Such claims include accrued bptid professional fees, priority pension, tax andironmental
claims, secured claims, and certain post-petitidigations (collectively, “Exit Costs”). The Companurrently
estimates that its Exit Costs will be in the ran§&45.0 million to $60.0. million. The Company oemtly expects t
fund such Exit Costs using existing cash resousiogisborrowing availability under an exit financifagility that
would replace the current Post-Petition Credit &gnent (see Note 7 of Notes to Consolidated Financia
Statements). If funding from existing cash resosig@d borrowing availability under an exit finargifacility are
not sufficient to pay or otherwise provide for BKit Costs, the Company and KACC will not be aldemerge fror
Chapter 11 unless and until sufficient funding barobtained. Management believes it will be ablsuttcessfully
resolve any issues that may arise in respect ekarinancing facility or be able to negotiateemsonable
alternative. However, no assurance can be givémsmregard.

* Financial Statement Presentation

The accompanying consolidated financial statemieane been prepared in accordance with Americanutest
of Certified Professional Accountants (“AICPA”") &ment of Position 90-7 (“SOP 90-7Binancial Reporting by
Entities in Reorganization Under the Bankruptcy €, and on a going concern basis, which contempthtes
realization of assets and the liquidation of lidigi in the ordinary course of business. Howeasra result of the
Cases, such realization of assets and liquidafidiatilities are subject to a significant numbéuacertainties.

Upon emergence from the Cases, the Company exjpeapply “fresh start” accounting to its consolietht
financial statements as required by SOP 90-7. Btshaccounting is required if: (1) a debtor&bllities are
determined to be in excess of its assets and €2¢ thill be a greater than 50% change in the eaquityership of th
entity. As previously disclosed, the Company expécith such circumstances to apply. As such, up@rgence,
the Company will restate its balance sheet to etlngateorganization value as determined in its (Seof
reorganization and approved by the Court. Additign#éems such as accumulated depreciation, actated deficil
and accumulated other comprehensive income (lodih)aweset to zero. The Company will allocate the
reorganization value to its individual assets aalilities based on their estimated fair valuehatémergence date.
Typically such items as current liabilities, acctsureceivable, and cash will be reflected at vahieslar to those
reported prior to emergence. Items such as invgnpooperty, plant and equipment, long-term asaetslong-term
liabilities are more likely to be significantly agjted from amounts previously reported. Becaush fséart
accounting will be adopted at emergence and beazubke significance of liabilities subject to coromise (that
will be relieved upon emergence), comparisons betvibe current historical financial statements thiedfinancial
statements upon emergence may be difficult to make.
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Segment and Geographical Area Financial Information

The information set forth in Note 15 of Notes tonSolidated Financial Statements regarding the Cagipa
operating segments and geographical areas in vicEompany operates is incorporated herein byaefe.

Iltem 1A. Risk Factors

This section discusses certain factors that coalde actual results to vary, perhaps materialiyn fthe results
described in forward-looking statements made is Report. Forward-looking statements in this RepaFtnot
guarantees of future performance and involve sicanit risks and uncertainties. In addition to thetérs identified
below, actual results may vary materially from #has such forward-looking statements as a resudt driety of
other factors including the effectiveness of manag’s strategies and decisions, general economiidasiness
conditions, developments in technology, new or fiedistatutory or regulatory requirements, and dfivam prices
and market conditions. This Report also identifidger factors that could cause such differencesagéarance can
be given that these factors are all of the fadtwais could cause actual results to vary materfadisn the forward-
looking statements.

» The Cases and any plan or plans of reorganizatioayrhave adverse consequences on the Company and its
stakeholders and/or our reorganization from the Gssmay not be successt

While we have received a confirmation order from @ourt, additional conditions precedent to emergen
remain including the United States District Coufiraation, completion of the Company’s exit finang, listing on
the NASDAQ and formation of the trusts for the Héraf the torts claimants. As such, while we apgimistic that
all of the conditions will be completed successfufio assurances can be given that we will be tabdehieve a
successful reorganization and remain a going concer

Our objective has been to achieve the highest plessicoveries for all stakeholders, consistent witr ability
to pay and the continuation of our businesses.r&ébeganization plan provides for the payments nomber of
secured creditors and creditors whose claims hestain priorities. However, the equity intereststef Company’s
stockholders will be cancelled without considenattmd unsecured creditors without priority claini keceive
settlements in the range of 2.9% of their claimcd&ese of such likelihood, the value of the CommumtiSand
unsecured claims without priority is speculativel any investment in the Common Stock and thesecunse
claims would pose a high degree of risk.

Additionally, while the Debtors operate their buesaes as debtors-in-possession pursuant to thedDodg
the pendency of the Cases, the Debtors are requairaiotain the approval of the Court prior to eriggdn any
transaction outside the ordinary course of busirlessonnection with any such approval, creditord ather parties
in interest may raise objections to such appromdlraay appear and be heard at any hearing witkecesp any suc
approval. Accordingly, the Debtors may be preveftech engaging in transactions that might othenhise
considered beneficial to the Company. The Coud hés the authority to oversee and exert contret the
Debtors’ ordinary course operations.

At emergence from Chapter 11, KACC will have to payptherwise provide for a material amount of g
Such claims include accrued but unpaid professife®e; priority pension, tax and environmentalrolgisecured
claims; and certain post-petition obligations (edtively, “Exit Costs”) KACC currently estimates that its Exit Cc
will be in the range of $45.0 million to $60.0 nolh. KACC currently expects to fund such Exit Cassing existing
cash resources and available borrowing availahilitger an exit financing facility that would repathe current
Post-Petition Credit Agreement (see Note 7 of NatgSonsolidated Financial Statements). If fundiogn existing
cash resources and borrowing availability undeexinfinancing facility are not sufficient to pay otherwise
provide for all Exit Costs, the Company and KACdl wot be able to emerge from Chapter 11 unlessusi¢
sufficient funding can be obtained. Managementhes it will be able to successfully resolve asyés that may
arise in respect of an exit financing facility @ &ble to negotiate a reasonable alternative. Hexy@wo assurances
can be given in this regard.
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* We may not operate profitably in the future

As discussed more fully below, the results of thbricated products business unit are sensitivenimaber of
market and economic factors outside the Compargrisral and the Company competes with companies réany
which have substantially greater resources. Ouri€atied products business unit, which is now oue dwsiness,
reported segment operating income of $87.2 millmrthe year ended December 31, 2005 comparedjroesst
operating income of $33.0 million in the year en@stember 31, 2004 and a segment operating loss of
$21.2 million in the year ended December 31, 2@)&rating results for 2005, 2004 and 2003 inclut@dcash
last-in, first-out (“LIFO”) inventory charges of $®million, $12.1 million and $3.2 million, respactly. The
improved operating results primarily reflect anrgese in demand for fabricated aluminum produdisrd can be
no assurances that the Fabricated products businéssill continue to generate a profit or that wil operate
profitability in future periods.

* Our business is subject to adverse changes inotes market conditions outside of our control

Changes in global, regional or country-specificramic conditions can have a significant impact verall
demand for aluminum-intensive products, especiallye transportation, distribution and aerospaeaekets. Such
changes in demand may directly affect the Compaggraings by impacting the overall volume and nfigsuch
products sold. To the extent that these end-uskeatsaweaken, demand can also diminish for primamneum,
adversely affecting the financial results of ther@any relating to its interests in Anglesey, whigins and
operates an aluminum smelter.

The price of primary aluminum has historically besesject to significant cyclical price fluctuatigramd the
timing of changes in the market price of aluminsntargely unpredictable. Although the Company’sipg of
fabricated aluminum products will generally be imded to lock in a conversion margin (representirggvialue
added from the fabrication process) and pass sheofiprice fluctuations on to its customers, tlmpany may not
be able to pass on the entire cost of such incsgasés customers or offset fully the effects mftter costs for other
raw materials, which may cause the Company’s @ioiity to decline. There will also be a potentiate lag
between increases in prices for raw materials uttde€ompany’s purchase contracts and the poinivie
Company can implement a corresponding increasede pnder its sales contracts with its customi&ssa result,
the Company may be exposed to fluctuations in ratenals prices, including aluminum, since, duriing time lag,
the Company may have to bear the additional costeoprice increase under its purchase contrattsweould
have a material adverse effect on the Companyfitgbdity. Furthermore, the Company will be patty
arrangements based on fixed prices that includeringary aluminum price component, so that the Camypwill
bear the entire risk of rising aluminum prices, e¥thimay cause its profitability to decline. In aduit an increase in
raw materials prices may cause some of the custoafdéhe Company to substitute other materialgHeir
products, adversely affecting the Company’s resafltsperations because of both a decrease in tbe sh
fabricated products and a decrease in demandédqurimary aluminum produced at Anglesey.

The Company will consume substantial amounts ofggnia its operations. A number of factors couldregmase
the cost of energy, and, if energy prices rise ptteditability of the Company could decline.

« Our profits and cash flows may be adversely irof by the results of KACG hedging programs

From time to time in the ordinary course of bussmdGACC enters into hedging transactions to linst i
exposure resulting from price risks in respectrohpry aluminum prices, energy prices and foreigmency
requirements. Entering into such hedging transastiohile reducing or removing our exposure togrisk, may
cause our profits and cash flow to be lower thay ttherwise would have been.

» We operate in a highly competitive industry

Each of the segments of the aluminum industry ifctvthe Company operates is highly competitive.rétee
numerous companies that operate in the aluminuosingl Certain of our competitors are substantilaiger, have
greater financial resources than we do and may bgngr strategic advantages.
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» Our business could be adversely affected by the lmisspecific customers or changes in the business
financial condition of specific customer

In 2005, the largest customer of the Company’si¢abed products business unit accounted for apprabaly
11% of the Company'’s third-party net sales, andahgest five customers accounted for approxima3886 of the
Company’s third-party net sales. If existing redaships with significant customers materially dietette or are
terminated and the Company is not successful ilacem lost business, the Company’s results of atj@ns could
be materially adversely affected. In addition,gn#icant downturn in the business or financial dibion of the
Company’s significant customers could materiallyexdely affect the results of operations.

« Unplanned business interruptions may adverseatyiact our performance

The production of fabricated aluminum productsuisjsct to unplanned events such as explosions, fire
inclement weather, natural disasters, acciderassfrortation interruptions and supply interruptiaddperational
interruptions at one of the Company’s productiailittes could cause substantial losses in the Comis
production capacity. Furthermore, because customeaysbe dependent on planned deliveries from thap2ay,
customers that have to reschedule their own pramtudue to delivery delays from the Company maypble to
pursue financial claims against them, and the Campaay incur costs to correct such problems intahdio any
liability resulting from such claims. Such intertigms may also harm the reputation of the Compangrey actual
and potential customers, potentially resulting inss of business. To the extent these lossesoamorered by
insurance, the Company’s cash flows may be adyersglacted by such events.

A significant number of the Company’s employeesrapresented by labor unions under labor contraitts
varying durations and expiration dates. The Compaay not be able to satisfactorily renegotiateléfser contract
when they expire, in which case there could padigtbe a work stoppage at one of more of the Camiga
facilities in the future. Any work stoppage coulalvie a material adverse effect on the income an ftass of the
Company.

» Expiration of power agreement of Anglesey may adsady impact our cash flows and hedging progra

The agreement under which Anglesey receives powgres in September 2009 and the nuclear faciliyciv
supplies such power is scheduled to cease opesathwrtly thereafter. No assurance can be givanihgliesey will
be able to obtain sufficient power to sustain fisrations on reasonably acceptable terms therehftaddition, any
decrease in Anglesey’s production would reducdionimate the “natural hedge” against rising primatyminum
prices created by the Company’s access to suchiralum(see “Primary Aluminum Business Unit — Hedding
and, accordingly the Company may deem it appropti@increase their hedging activity to limit expasto such
price risks, potentially adversely affecting thedme and cash flows of the Company.

 Loss of key management and other personnel or ini#pio attract management or other personnel m
adversely impact performanc

The Company will depend on its senior executivéecef and other key personnel to run its busindss.ldss o
any of these officers or other key personnel coudderially adversely affect the Compasigperations. Competitic
for qualified employees among companies that regvily on engineering and technology is intensd, the loss of
qualified employees or an inability to attractaratand motivate additional highly skilled emplogeequired for th
operation and expansion of the business of the @agpould hinder their ability to improve manufaatg
operations, conduct research activities succegsinti develop marketable products.

« Compliance with health and safety laws and regtibns may adversely affect our results of operao

The operations of the Company will be regulateclwyide variety of health and safety laws and regria.
Compliance with these laws and regulations maydsticand could have a material adverse effechen t
Company’s results of operations. In addition, tHeses and regulations are subject to change and tt#z be no
assurance as to the effect that any such changdd Wwave on the Company’s operations or the amihaitthe
Company would have to spend to comply with sucksland regulations as so changed.
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» Other legal proceedings or investigations or chasgs laws and regulations in which we will be subjanay
adversely affect our operatior

In addition to environmental proceedings and ingasibns of the types described above, the Compaany
from time to time be involved in, or be the subjeftdisputes, proceedings and investigations véfipect to a
variety of matters, including matters related taltreand safety, product liability, employees, t&aged contracts, as
well as other disputes and proceedings that amiffeei ordinary course of business. It could belgtstdefend
against any claims against the Company or any tigaggns involving the Company, whether meritosgar not,
and such efforts could divert management’s attara®well as operational resources, negatively atipgthe
Company’s results of operations. It could also bstlg to make payments on account of any such slaim

Additionally, as with the environmental laws andukations to which the Company will be subject, ditieer
laws and regulations which will govern the businesthe Company are subject to change and therbeao
assurance as to the amount that the Company waukl o spend to comply with such laws and regulates so
changed or otherwise as to the effect that any shahges would have on the Company’s operations.

» KACC's current or past operations subject it to enviroantal compliancecleanup and damage claims that
have been anicontinue to be costl

The operations of KACC's and its subsidiariilities are regulated by a wide variety of im&tional, federa
state and local environmental laws. These enviroriahéaws regulate, among other things, air ancewamissions
and discharges; the generation, storage, treattnansportation and disposal of solid and hazardmaste; and the
release of hazardous or toxic substances, polkind contaminants into the environment. Compliavite these
environmental laws is costly. While legislativeguéatory and economic uncertainties make it diffiéor us to
project future spending for these purposes, weeatlyr anticipate that in the 2006 — 2007 period,&&s
environmental capital spending will be approximatl.1 million per year and that KACC'’s operatirasts will
include pollution control costs totaling approxielst$3.0 million per year. However, subsequent gearin
environmental laws may change the way KACC mustaipeand may force KACC to spend more than we otlyr
project.

Additionally, KACC's current and former operatioo@n subject it to fines or penalties for allegegkohes of
environmental laws and to other actions seekingrclgp or other remedies under these environmenal. IKACC
also may be subject to damages related to allegedss to health or to the environment, includatgms with
respect to certain waste disposal sites and tlaalp of sites currently or formerly used by KACC.

Currently, KACC is subject to certain lawsuits unttee Comprehensive Environmental Response,
Compensation and Liability Act of 1980, as amenbigthe Superfund Amendments and ReauthorizatioroAct
1986 (“CERCLA"). KACC, along with certain other cganies, has been named as a Potentially RespoRsitile
for clean-up costs at certain thipdrty sites listed on the National Priorities liustder CERCLA. As a result, KAC
may be exposed not only to its assessed shareani-cip but also to the costs of others if theyuagble to pay.

In response to environmental concerns, we havéledtad environmental accruals representing oumest of
the costs we reasonably expect KACC to incur imeation with these matters. At December 31, 2085 palance
of our accruals, which are primarily included irr dang-term liabilities, was $46.5 million. We entite that the
annual costs charged to these environmental ascnitibe approximately $14.5 million in 2006, $2llion to
$3.8 million per year for the years 2007 through@@nd an aggregate of approximately $25.5 milli@reafter.
However, we cannot assure you that KACC'’s actusiwill not exceed our current estimates. We belibat it is
reasonably possible that costs associated witle thegronmental matters may exceed current acchyadgnounts
that could range, in the aggregate, up to an esr20.0 million.

During April 2004, KACC was served with a subpoémadocuments and has been notified by Federal
authorities that they are investigating certainiemmental compliance issues with respect to KACOsntwood
facility in Spokane,Washington. KACC is undertakitggjown internal investigation of the matter thgbispecially
retained counsel to ensure that it has all relefats regarding Trentwood’s compliance with apdbie
environmental laws. KACC believes it is in comptiarwith all applicable environmental laws and reguients
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at the Trentwood facility and intends to defend alaym or charges, if any should result, vigorou3ige Company
cannot assess what, if any, impacts this mattertmasg on the Company’s or KACC's financial statetaen

See Note 11 of Notes to Consolidated Financiak8tants for additional information on environmembaltters

+ KACC is subiject to political and regulatory riskn a number of countries

KACC's and its subsidiaries’ facilities operatetlire United States and Canada. In addition, KACCoavd9%
interest in a facility located in the United KingdoWhile we believe KACC's relationships in the $becountries
are generally satisfactory, we cannot assure yatftiiure developments or governmental actionbésé countries
will not adversely affect KACC's operations parfetly or our industry generally. Among the risk&ément in
KACC's operations are unexpected changes in regylaequirements, unfavorable legal rulings, nevwnoreased
taxes and levies, and new or increased import porexestrictions. KACC's operations outside of thaited States
are subject to a number of additional risks, intigdut not limited to currency exchange rate fhations, currency
restrictions, and nationalization of assets.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

The locations and general character of the prihgjgats and other materially important physicalgerties
relating to KACC's operations are described in ItefiBusiness — Business Operations” and those ge&ors are
incorporated herein by reference. KACC owns indekeases all the real estate and facilities usembnnection wit
its business. Plants and equipment and othertfasitare generally in good condition and suitabletlieir intended
uses.

All but three of KACC's fabricated aluminum prodiact facilities are owned by KACC and/or its subaris.
The Chandler, Arizona location is subject to adeaith a primary lease term that expires in 2038CIKC has certal
extension rights in respect of the Chandler le@ke.Richland, Washington location is subject teask with a 2011
expiration date, subject to certain extension gdtald by KACC. The Los Angeles location is subjech lease wit
a 2014 expiration date.

In connection with the ongoing reorganization ef@nd sale of substantially all of the Company’s
commodities interests, the Company, in 2004, rééatds corporate headquarters and primary plateisihess
from Houston, Texas to Foothill Ranch, Californidnich is where the Fabricated products businessnas
headquartered.

KACC's obligations under the DIP Facility are seadiby, among other things, liens on KACC's domestic
plants. See Note 7 of Notes to Consolidated FirmdiGtatements for further discussion.
Item 3. Legal Proceeding:

This section contains statements which constitidenard-looking statements” within the meaning foé t
Private Securities Litigation Reform Act of 199%eStem 1 of this Report for cautionary informatieith respect t
such forward-looking statements.

Reorganization Proceedings

During the pendency of the Cases, substantiallglaiins and litigation pending on the Filing Dag&cept
certain environmental claims and litigation, agathe Debtors is stayed. Generally, claims agairi3ebtor arising
from actions or omissions prior to its Filing Dat#l be settled in connection with the plan of rganization. See
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Item 1. “Business — Reorganization Proceedings'afdiscussion of the reorganization proceedingshSu
discussion is incorporated herein by reference.

Other Environmental Matters

During April 2004, KACC was served with a subpoémadocuments and has been notified by Federal
authorities that they are investigating certainiemmental compliance issues with respect to KACOsntwood
facility in the State of Washington. KACC is unding its own internal investigation of the matterough
specially retained counsel to ensure that it hlalgvant facts regarding Trentwood’s compliandtnapplicable
environmental laws. KACC believes it is in comptarwith all applicable environmental law and regmients at
the Trentwood facility and intends to defend arairok or charges, if any should result, vigorouslye Company
cannot assess what, if any, impact this matter Imaag on the Company’s or KACC's financial stateraent

Asbestos and Certain Other Personal Injury Claims

KACC has been one of many defendants in a numblemauits, some of which involve claims of multiple
persons, in which the plaintiffs allege that certai their injuries were caused by, among otherghj exposure to
asbestos during, or as a result of, their employraeassociation with KACC or exposure to prodwdstaining
asbestos produced or sold by KACC. The lawsuiteggly relate to products KACC has not sold for entiran
20 years. As of the initial Filing Date, approxirlgt112,000 asbestos-related claims were pending.Company
has also previously disclosed that certain othesgral injury claims had been filed in respectltdged pre-Filing
Date exposure to silica and coal tar pitch volat{lpproximately 3,900 claims and 300 claims, retspaly).

Due to the Cases, holders of asbestos, silica @aldar pitch volatile claims are stayed from couning to
prosecute pending litigation and from commencing fevsuits against the Debtors. As a result, thmm@any has
not made any payments in respect of any of thgsestyf claims during the Cases. Despite the C#se§ompany
continues to pursue insurance collections in respfegsbestos-related amounts paid prior to itmériDate and, as
described below, to negotiate insurance settlensrdgrosecute certain actions to clarify polidgipretations in
respect of such coverage.

During the fourth quarter of 2004, the Company tipdés estimate of costs expected to be incumedspect
of asbestos, silica and coal tar pitch volatilenstaand expected insurance recoveries. The pasfidiote 11 of
Notes to Consolidated Financial Statements undehéadin¢‘Asbestos and Certain Other Personal Injury Claims”
is incorporated herein by reference.

Labor Matters

In connection with the United Steelworkers of Amar{(*USWA”) strike and subsequent lock-out by KACC,
certain allegations of unfair labor practices (‘W Pwere filed by the USWA with the National LabRelations
Board (“NLRB"). As previously disclosed, KACC regmted to all such allegations and believed they watteout
merit.

In January 2004, as part of its settlement withUIS&V/A with respect to pension and retiree mediealdfits,
KACC and the USWA agreed to settle their case panbéefore the NLRB, subject to approval of the NLRB
General Counsel and the Court and ratificationh@yunion members. Thereafter, the NLRB General €elusnd
the Court approved the settlement and the agreemasriteen ratified by the union members. Undetaims of the
agreement, solely for the purposes of determinisgyidutions in connection with the reorganizatian,unsecured
pre-petition claim in the amount of $175.0 milliadll be allowed. Also, as part of the agreemeng, Gompany
agreed to adopt a position of neutrality regardirgunionization of any employees of the reorgahzampany.

All material contingencies in respect of the setéat have now been resolved (the last having besoived in
February 2005) and, therefore, the Company recaadesh-cash $175.0 million charge in the fourthrtgreof 2004
and an off setting liability. The portion of Noté& df Notes to Consolidated Financial Statement®utite heading
“Labor Matters” is incorporated herein by reference.
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Hearing Loss Claims

During February 2004, the Company reached a sedtiem principle in respect of 400 claims, whiclkegéd
that certain individuals who were employees ofG@lmenpany, principally at a facility previously ownadd operate
by KACC in Louisiana, suffered hearing loss in cection with their employment. Under the terms @& th
settlement, which is still subject to Court appipttze claimants will be allowed claims totalingg58 million.
During the Cases, the Company has received appateiyn3,200 additional proofs of claim alleging {pretition
injury due to noise induced hearing loss. It iskmtwn at this time how many, if any, of such claihave merit or
at what level such claims might qualify within tharameters established by the above-referencéedmetit in
principle for the 400 claims. Accordingly, the Coamy cannot presently determine the impact or vafubese
claims. However, under the plan of reorganizatahnoise induced hearing loss claims will be tfaned, along
with certain rights against certain insurance pedicto a separate trust as provided in the Ka&iseninum
Amended Plan, and resolved in that manner ratfzer bieing settled prior to the Company’s emergerara the
Cases. The portion of Note 11 of Notes to Const#idi&inancial Statements under the heatlitepring Loss
Claims” is incorporated herein by reference.

Other Matters

Various other lawsuits and claims are pending agad@CC. While uncertainties are inherent in theafi
outcome of such matters and it is presently impbss$o determine the actual costs that ultimatedy toe incurred,
management believes that the resolution of suckrtaioties and the incurrence of such costs shooiddhave a
material adverse effect on the Company’s consaitifihancial position, results of operations, quidity.

See Note 11 of Notes to Consolidated Financiak8tants for discussion of additional litigation.

Item 4. Submission of Matters to a Vote of Security Hold¢

No matter was submitted to a vote of security haddd the Company during the fourth quarter of 2005

PART Il

ltem 5. Market for Registran’s Common Equity and Related Stockholder Matt:

The Company’s Common Stock is traded on the OT@eBnlBoard under the symbol “KLUCQ.OB.” The
number of record holders of the Company’s CommarciSat February 28, 2006, was 542. The high andslales
prices for the Company’s Common Stock for eachtgugrperiod of 2005 and 2004, as reported on th€ O
Bulletin Board is set forth in the Quarterly Finai®ata on page 100 in this Report and is incaafest herein by
reference. However, the sales prices for the Cogip&@ommon Stock may not be meaningful, becaussyaunt to
the Kaiser Aluminum Amended Plan the equity inteye$ the Company’s existing stockholders are etqubto be
cancelled without consideration.

The Company has not paid any dividends on its Com8tock during the two most recent fiscal years. In
accordance with the Code and the DIP Facility,Gbenpany is currently not permitted to pay any dévids or
purchase any of its stock.

The Company’s non-qualified stock option plans,chhare the Company’s only stock option plans, Hmen
approved by the Company'’s stockholders. The nurobshares of Common Stock to be issued upon exeofis
outstanding options, the weighted average pricesipare of the outstanding options and the numbsharfes of
Common Stock available for future issuance undeiGbmpany’s non-qualified stock option plans atédeber 31,
2005, included under the headifigcentive Plans”in Note 9 of Notes to Consolidated Financial Staets is
incorporated herein by reference.

See Note 7 of Notes to Consolidated Financial States under the heading “Debt Covenants and Ristrst
and the “Management’s Discussion and Analysis nAf¢ial Condition and Results of Operations — Ldiéfyiand
Capital Resources —€apital Structure’ for additional information, which information iecorporated herein by
reference.
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Iltem 6. Selected Financial Dat:

Selected financial data for the Company is incoaifet herein by reference to the table at page 25 of
Management’s Discussion and Analysis of Financ@hdition and Results of Operations, to Note 15 ofe¥ to
Consolidated Financial Statements, and to the ¥e@&- Financial Data on pages 102-103 in this Report

Item 7. Managemen’'s Discussion and Analysis of Financial Condition drResults of Operation

This Report contains statements which constitudewrd-looking statements” within the meaning & th
Private Securities Litigation Reform Act of 19951€Be statements appear in a number of placessisdhbtion (see
“Overview,” “Results of Operations,” “Liquidity an@apital Resources” and “Other Matters”). Suchestants can
be identified by the use of forward-looking termigy such as “believes,” “expects,” “may,” “estireat” “will,”
“should,” “plans” or “anticipates” or the negatitlgereof or other variations thereon or comparadieinology, or
by discussions of strategy. Readers are cautidredahy such forward-looking statements are notaguaes of
future performance and involve significant risksl amcertainties, and that actual results may vaatenally from
those in the forward-looking statements as a regultirious factors. These factors include theatifeness of
management’s strategies and decisions, generabetomnd business conditions, developments in tdolyy, new
or modified statutory or regulatory requirementd ahanging prices and market conditions. See ItetBusiness-
Factors Affecting Future Performance.” No assuraraebe given that these are all of the factorsabald cause
actual results to vary materially from the forwdmdking statements.

Reorganization Proceedings

Background. The Company, KACC and 24 of KACC's subsidiariasédnfiled separate voluntary petitions in
the Court for reorganization under Chapter 11 efG@ode. In December 2005, four of the KACC subsiesavere
dissolved, pursuant to two separate plans of ligpioth as more fully discussed below. The CompayCK and thi
remaining 20 KACC subsidiaries continue to man&gér tusinesses in the ordinary course as
subject to the control and administration of theiCand are collectively referred to herein as“tReorganizing
Debtors.”

In addition to KAC and KACC, the Debtors include thollowing subsidiaries: Kaiser Bellwood Corpooati
(“Bellwood”), Kaiser Aluminium International, In¢*KAlI"), Kaiser Aluminum Technical Services, Inc.
(“KATSI"), Kaiser Alumina Australia Corporation (“KAC") (and its wholly owned subsidiary, Kaiser Firee
Corporation (“KFC")), Kaiser Bauxite Company (“KBY¥;’Kaiser Jamaica Corporation (“KJCA|part Jamaica Inc
(“AJI"), Kaiser Aluminum & Chemical of Canada Lineitl (“KACOCL") and fifteen other entities with linatl
balances or activities.

Commaodity-related and Inactive Subsidiaries previously disclosed, the Company generat¢dash
proceeds of approximately $686.8 million from tlaéesof the Company’s interests in and related te€psland
Alumina Limited (“QAL") and Alumina Partners of Jaica (“Alpart”). The Company’s interests in andated to
QAL were owned by KAAC and KFC. The Company’s ies in and related to Alpart were owned by AJl and
KJC. Throughout 2005, the proceeds were beingiheddparate escrow accounts pending distributidgheéo
creditors of AJl, KJC, KAAC and KFC (collectivelae “Liquidating Subsidiaries”) pursuant to certbfuidating
plans.

During November 2004, the Liquidating Subsidiafik=] separate joint plans of liquidation and retat
disclosure statements with the Court. Such planygther with the disclosure statements and all dments filed
thereto, are referred to as the “Liquidating Pfalsgeneral, the Liquidating Plans provided foe thast majority of
the net sale proceeds to be distributed to thei®eBenefit Guaranty Corporation (the “PBGC”) ahé holders of
KACC's 97/ 8% and 10/ 8% Senior Notes (the “Senior Notes”) and claims wpitiority status.

As previously disclosed in 2004, a group of holdéne “Sub Note Group”) of the KACC's B2 4% Senior
Subordinated Notes (the “Sub Notes”) formed an ficiaf committee to represent all holders of Sulté¢écand
retained its own legal counsel. The Sub Note Gemgerted that the Sub Note holders’ claims ag#iastubsidiary
guarantors (and in particular the Liquidating Sdlasies) may not, as a technical matter, be cotuadly
subordinated to the claims of the holders of thei@eNotes against the subsidiary guarantors (thioiy AJl,
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KJC, KAAC and KFC). A separate group that holdshb®tib Notes and Senior Notes made a similar asseltut
also, maintained that a portion of the claims dflbos of Senior Notes against the subsidiary guaranvere
contractually senior to the claims of holders ob $iotes against the subsidiary guarantors. Theteffesuch
positions, if ultimately sustained, would be tHa holders of Sub Notes would be on a par witleraiortion of the
holders of the Senior Notes in respect of procéeufs sales of the Company’s interests in and rdl&ehe
Liguidating Subsidiaries.

The Court ultimately approved the disclosure stet@srelated to the Liquidating Plans in Febru@§3 In
April 2005, voting results on the Liquidating Plamsre filed with the Court by the Debtors’ claingeat. Based on
these results, the Court determined that a suffficielume of creditors (in number and amount) hate to accept
the Liquidating Plans to permit confirmation prodiegs with respect to the Liquidating Plans to gavard even
though the filing by the claims agent also indidatteat holders of the Sub Notes, as a group, vodédo accept the
Liquidating Plans. Accordingly, the Court conducteseries of evidentiary hearings to determinatlozation of
distributions among holders of the Senior NotesthedSub Notes. In connection with those proceeditite Court
also determined that there could be an allocatiche Parish of St. James, State of LouisianadS@hste Revenue
Bonds (the “Revenue Bonds”) of up to $8.0 milliordauled against the position asserted by the a&pgroup that
holds both Senior Notes and the Sub Notes.

On December 20, 2005, the Court confirmed the ldgting Plans (subject to certain modifications).shant
to the Courts order, the Liquidating Subsidiaries were autheatito make partial cash distributions to certaithefr
creditors, while reserving sufficient amounts foture distributions until the Court resolved thattactual
subordination dispute among the creditors of thlsetsidiaries (more fully discussed above) andHergayment of
administrative and priority claims and trust exgsnsrhe Court’s ruling did not resolve the disphgéveen the
holders of the Senior Notes and the holders oSilie Notes regarding their respective entitlemeiettain of the
proceeds from sale of interests by the LiquidaBodsidiaries (the “Senior Note-Sub Note Disputefgwever, as a
result of the Court’s approval, all restricted caslother assets held on behalf of or by the Ligtiidy Subsidiaries
were transferred to a trustee in accordance wéhdlms of the Liquidating Plans. The trustee \mas fauthorized !
make partial cash distributions after setting asigificient reserves for amounts subject to thei@d¥ote-Sub
Note Dispute (approximately $213.0 million) and floe payment of administrative and priority claiamsl trust
expenses (approximately $40.0 million). After sueberves, the partial distribution totaled appratiety
$430.0 million, of which, pursuant to the LiquidaiPlans, approximately $196.0 million was paithi® PBGC an
$202.0 amount was paid to the indenture trusteethéoSenior Notes for subsequent distributiorhtotiolders of
the Senior Notes. Of the remaining partial distifi, approximately $21.0 million was paid to KAG@d
$11.0 million was paid to the PBGC on behalf of KB\@Partial distributions were made in late Decenfff5 and
in connection with the effectiveness of the Liquida Plans, the Liquidating Subsidiaries were degdinebe
dissolved and took the actions necessary to diesotd terminate their corporate existence.

On December 22, 2005, the Court issued a decisicnrinection with the Senior Note-Sub Note Dispute,
finding in favor of the Senior Notes. On Januarg, 2006, the Court held a hearing on a motion kyirtidenture
trustee for the Sub Notes to stay distributionhef @mounts reserved under the Liquidating Plansspect of the
Senior Note-Sub Note Dispute pending appeals ipeef the Court’s December 22, 2005 decisionttiatSub
Notes were contractually subordinate to the Sedaies in regard to certain subsidiary guarantaastigularly the
Liguidating Subsidiaries) and that certain partiese not due certain reimbursements. An agreemastreached at
the hearing and subsequently approved by Court aiated March 7, 2006, authorizing the trusteestriute the
amounts reserved to the indenture trustees fagéméor Notes and further authorize the indentwrst¢es to make
distributions to holders of the Senior Notes whkileh appeals proceed, in each case subject terthe ind
conditions stated in the order.

Based on the objections and pleadings filed bySile Note Group and the group that holds Sub Natds a
Senior Notes and the assumptions and estimateswipich the Liquidating Plans are based, if the baddbf Sub
Notes were ultimately to prevail on their appelag Liquidating Plans indicated that it is possibiat the holders ¢
the Sub Notes could receive between approxima&fydmillion and approximately $215.0 million depery on
whether the Sub Notes were determined to rank omwipa a portion or all of the Senior Notes. Corsady, if the
holders of the Senior Notes prevail on appeal, therholders of the Sub Notes will receive no distions under
Liguidating Plans. The Company believes that thennof the indentures in respect of the SenioeNaind the Sub
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Notes was to subordinate the claims of the Sub Nolgers in respect of the subsidiary guarantord{ding the
Liguidating Subsidiaries) and that the Court'smglon December 22, 2005, was correct. The Compamyat
predict, however, the ultimate resolution of thettera raised by the Sub Note Group, or the otheugron appeal,
when any such resolution will occur, or what impaay such resolution may have on the Company, dse€or
distributions to affected noteholders.

The distributions in respect of the Liquidatingialso settled substantially all amounts due betWweACC
and the creditors of the Liquidating Subsidiariasspant to the Intercompany Settlement Agreeméet (t
“Intercompany Agreement”) that went into affectiabruary 2005 other than certain payments of atam
minimum tax paid by the Company that it expecteetpup from the liquidating trust for the KAAC aK&C joint
plan of liquidation (“the KAAC/KFC Plan”) during ¢hsecond half of 2006 in connection with a 2005ré&dnrn (see
Note 8 of Notes to Consolidated Financial States)eifthe Intercompany Agreement also resolved sobatly all
pre-and post-petition intercompany claims amongabtors.

KBC is being dealt with in the KACC plan of reorggation as more fully discussed below.

Entities Containing the Fabricated Products and @ar Other Operations. Under the Code, claims of
individual creditors must generally be satisfieahfrthe assets of the entity against which thatitmetas a lawful
claim. The claims against the entities containhngFabricated products and certain other operatiaus to be
resolved from the available assets of KACC, KACO@&hd Bellwood, which generally include the fabrézht
products plants and their working capital, theri@sts in and related to Anglesey and proceedsveddiy such
entities from the Liquidating Subsidiaries under thtercompany Agreement. Sixteen of the Reorgagibiebtors
have no material ongoing activities or operatioms have no material assets or liabilities othentinéercompany
claims (which were resolved pursuant to the Intengany Agreement). The Company has previously discldhat
it believed that it is likely that most of thesdigies will ultimately be merged out of existenaedissolved in some
manner.

In June 2005, KAC, KACC, Bellwood, KACOCL and 17KACC's subsidiaries (i.e., the Reorganizing
Debtors) filed a plan of reorganization and reladetlosure statement with the Court. Followingraterim filing in
August 2005, in September 2005, the Company fitedraded plans of reorganization (as modified, thaiSkr
Aluminum Amended Plan”) and related amended discstatements (th&aiser Aluminum Amended Disclost
Plan”) with the Court. In December 2005, with tlemsent of creditors and the Court, KBC was addabedaiser
Aluminum Amended Plan.

The Kaiser Aluminum Amended Plan, in general (scidfje the further conditions precedent as outlineldw),
resolves substantially all pre-Filing Date liatidg of the Remaining Debtors under a single joiah pf
reorganization. In summary, the Kaiser Aluminum Awbed Plan provides for the following principal ekamts:

(a) All of the equity interests of existing stockthers of the Company would be cancelled without
consideration.

(b) All post-petition and secured claims would eithe assumed by the emerging entity or paid at
emergence (see “Exit Cost” discussion below).

(c) Pursuant to agreements reached with salariddhanrly retirees in early 2004, in considerationthe
agreed cancellation of the retiree medical plamase fully discussed in Note 9 of Notes to Cordatid
Financial Statements, KACC is making certain fixednthly payments into Voluntary Employee Benefigiar
Associations (“WEBAS") until emergence and has adrthereafter to make certain variable annual VEBA
contributions depending on the emerging entity’sraing results and financial liquidity. In additicupon
emergence the VEBAs are entitled to receive a itmriton of 66.9% of the new common stock of the ryed
entity.

(d) The PBGC will receive a cash payment of $2.Bioniand 10.8% of the new common stock of the
emerged entity in respect of its claims against KL In addition, as described in (f) below, theGB will
receive shares of new common stock based on éstditaims against the Remaining Debtors (other tha
KACOCL) and its participation, indirectly throughe KAAC/KFC Plan in claims of KFC against KACC,
which the Company currently estimates will resnlthie PBGC receiving an additional 5.4% of the new
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common stock of the emerged entity (bringing thé&sPBs total ownership percentage of the new entity t
approximately 16.2%). The $2.5 million cash payndistussed above is in addition to the cash amdhats
Company has already paid to the PBGC (see NoteNtas to Consolidated Financial Statements) aatthte
PBGC has received and will receive from the LigtitaSubsidiaries under the Liquidating Plans.

(e) Pursuant to an agreement reached in early 20Q%nding and future asbestos-related personali
claims, all pending and future silica and coalgisch volatiles personal injury claims and all hiegrloss claim:
would be resolved through the formation of one orartrusts to which all such claims would be dieedby
channeling injunctions that would permanently remall liability for such claims from the Debtorshd trusts
would be funded pursuant to statutory requiremantsagreements with representatives of the affquaetiks,
using (i) the Debtors’ insurance assets, (ii) $18illion in cash from KACC, (iii) 100% of the eqyitn a
KACC subsidiary whose sole asset will be a pieceeaf property that produces modest rental incand,

(iv) the new common stock of the emerged entitgegdssued as per (f) below in respect of approxigat
$830.0 million of intercompany claims of KFC agaiK#\CC that are to be assigned to the trust, witheh
Company currently estimates will entitle the trustseceive approximately 6.4% of the new commoulsof
the emerged entity.

(f) Other pre-petition general unsecured claimsregahe Remaining Debtors (other than KACOCL) are
entitled to receive approximately 22.3% of the m@mmon stock of the emerging entity in the proporthat
their allowed claim bears to the total amount tdvakd claims. Claims that are expected to be withis group
include (i) any claims of the Senior Notes, the Sldbes and PBGC (other than the PBGC'’s claim agains
KACOCL), (ii) the approximate $830.0 of intercompatiaims that will be assigned to the personalrinjoust
(s) referred to in (e) above, and (iii) all unsexlitrade and other general unsecured claims, imgud
approximately $276.0 million of intercompany claiofsKFC against KACC. However, holders of general
unsecured claims not exceeding a specified smaluatwill receive a cash payment equal to approtéiga
2.9% of their agreed claim value in lieu of new eooam stock. In accordance with the contractual sdibation
provisions of the indenture governing the Sub Natas terms of the settlement between the holdettseof
Senior Notes and the holders of the Revenue Bdhes)ew common stock or cash that would otherwése b
distributed to the holders of the Sub Notes in eespf their claims against the Debtors would iadtbe
distributed to holders of the Senior Notes andRbegenue Bonds on a pro rata basis based on thetivee
allowed amounts of their claims.

The Kaiser Aluminum Amended Plan was accepted lbgladses of creditors entitled to vote on it amel t
Kaiser Aluminum Amended Plan was confirmed by tleen€on February 6, 2006. The confirmation ordenains
subject to motions for review and appeals filectcbgtain of KACC's insurers and must still be addpde affirmed
by the United States District Court. Other sigrafit conditions to emergence include completiohef@ompany’s
exit financing, listing of the new common stocktbe NASDAQ stock market and formation of certairsts for the
benefit of different groups of torts claimants. grevided in the Kaiser Aluminum Amended Plan, ot Court’s
confirmation order is adopted or affirmed by thatdd States District Court, even if the affirmatiorder is
appealed, the Company can proceed to emerge lifitfied States District Court does not stay its oedopting or
affirming the confirmation order and the key consnts in the Chapter 11 proceedings agree. Asguthe
United States District Court adopts or affirms teafirmation order, the Company believes that fiassible that it
will emerge before May 11, 2006. No assurancesheagiven that the Court’s confirmation order witimately be
adopted or affirmed by the United States Distrioti€ or that the transactions contemplated by thisdt
Aluminum Amended Plan will ultimately be consumnghte

At emergence from Chapter 11, the Reorganizing @slwill have to pay or otherwise provide for a enl
amount of claims. Such claims include accrued bptid professional fees, priority pension, tax andironmental
claims, secured claims, and certain post-petitidigations (collectively, “Exit Costs”). The Companurrently
estimates that its Exit Costs will be in the ran§&45.0 million to $60.0 million. The Company cemtly expects to
fund such Exit Costs using existing cash resouaoesborrowing availability under an exit financifagility that
would replace the current Post-Petition Credit &gnent (see Note 7 of Notes to Consolidated Financia
Statements). If funding from existing cash resosiged borrowing availability under an exit finargifacility are
not sufficient to pay or otherwise provide for Biit Costs, the Company and KACC will not be aldemerge fror
Chapter 11 unless and until sufficient funding barobtained. Management believes it will be able to
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successfully resolve any issues that may arisespact of an exit financing facility or be ablenggotiate a
reasonable alternative. However, no assuranceegivbn in this regard.

Overview

The Companys primary line of business is the production arld e&fabricated aluminum products. In addit
the Company owns a 49% interest in Anglesey, whighs an aluminum smelter in Holyhead, Wales. His#dly,
the Company, through its wholly owned subsidiarh\GC, operated in all principal sectors of the aloum
industry including the production and sale of béexdlumina and primary aluminum in domestic aridrimational
markets. However, as previously disclosed, as tagbdine Company’s reorganization efforts, the Camphas sold
substantially all of its commoditiesperations other than Anglesey. The balances audtseof operations in respt
of the commodities interests sold are now consitldiscontinued operations (see Notes 3 and 5 afd\iok
Consolidated Financial Statements). The presentatithe table below restates the segment infoomdtr such
reclassifications. The amounts remaining in Prinstyninum relate primarily to the Company’s intésds and
related to Anglesey and the Company'’s primary atwm hedging-related activities.

The table below provides selected operational arah€ial information on a consolidated basis withpect to
the Company for the years ended December 31, 2008, and 2003. The following data should be read in
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conjunction with the Company’s consolidated finahstatements and the notes thereto contained le¢severein.
See Note 15 of Notes to Consolidated Financiak8tants for further information regarding segments.

Year Ended December 31,
2005 2004 2003
(In millions of dollars, except
shipments and prices)

Shipments (mm lbs
Fabricated Produc 481.¢ 458.¢ 372.3
Primary Aluminum 155.€ 156.€ 158.5

637.5 615.2 531.C

Average Realized Third Party Sales Price (per pjt

Fabricated Products( $ 198 $ 17¢ $ 1.61
Primary Aluminum $ 9t ¢ 8 $ 71
Net Sales
Fabricated Produc $ 939.C $809.: $597.¢
Primary Aluminum 150.% 133.1 112.¢
Total Net Sale: $1,089.) $942¢ $710.
Segment Operating Income (Los
Fabricated Products(. $ 87z $ 33.C $ (219
Primary Aluminum(3) 16.4 13.¢ 6.7
Corporate and Oth (35.9) (71.9) (74.9)
Other Operating Charges, Net (8.0 (793.2) (141.6
Total Operating Income (Los $ 59.6  $@B817.6 $(230.9
Reorganization Item $(1,162.) $(39.0 $ (27.0
Discontinued Operatior $ 3637 $121.2 $(514.)
Loss from Cumulative Effect on Years Prior to 2@\ dopting Accounting
For Conditional Asset Retirement Obligations $ 4 $ — $ —
Net Loss $ (753.) $(746.9 $(788.9)
Capital Expenditures (excluding discontinued opens $ 31C $ 7€ $ 8¢

(1) Average realized prices for the Company’s Fabritam®ducts business unit are subject to fluctuatiune to
changes in product mix as well as underlying prireuminum prices and is not necessarily indicatif’e
changes in underlying profitability. S“Busines”.

(2) Operating results for 2005, 2004 and 2003 inclubfgOLinventory charges of $9.3, $12.1, and $3.2,
respectively

(3) Includes non-cash charges of approximately $4.liamiin respect of the Company’s decision to resitst
accounting for derivative financial instrumentsaare fully discussed in Notes 2, 12 and 16 of Nttes
Consolidated Financial Statemer

(4) See Note 6 of Notes to Consolidated Financial 8tatds for a detailed summary of the componentsto&iO
operating charges, net and the business segmefri¢h the items relate

(5) See Notes 2 and 4 of Notes to Consolidated FineBtaements for a discussion of the changes iowuting
for conditional asset retirement obligatio

Significant ltems

Market-related Factors. Changes in global, regional, or country-spe@fionomic conditions can have a
significant impact on overall demand for aluminumensive fabricated products in the aerospacenztioe,
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distribution, and packaging markets. Such changegimand can directly affect the Company’s earniygs
impacting the overall volume and mix of such pradisold. During 2005, the aerospace and high dinggrgducts
markets in which the Company participates werengtroesulting in higher shipments and improved rimatg

Changes in primary aluminum prices also affectGbenpany’s Primary aluminum business unit and exgaect
earnings under any fixed price fabricated produootgracts. However, the impacts of such changegemerally
offset by each other or by primary aluminum heddé& Company’s operating results are also, albeitlesser
degree, sensitive to changes in prices for powgmatural gas and changes in certain foreign exgghaates. All of
the foregoing have been subject to significantepfiactuations over recent years. For a discussidghe possible
impacts of the reorganization on the Company’sitigitg to changes in market conditions, see “Qitatie and
Qualitative Disclosures About Market Risks, Ser#ii”

During 2005, the average LME price per pound afary aluminum was $.86 per pound. During 2004 and
2003, the average LME price per pound for primamyrgnum was $.78 and $.65, respectively. At Febraa,
2006, the LME price was approximately $.1.08 parrb

Credit Arrangement. On February 1, 2006, the Court approved an amentito the pospetition credit facility
of the financing agreement to extend its expiratiate through the earlier of May 11, 2006, thectife date of a
plan of reorganization or voluntary termination®ympany. In addition, the Court approved an extemsf the
cancellation date of the leaders’ commitment ferékit financing in the form of a revolving crefiitility and a
fully drawn term loan to May 11, 2006. As discussedlote 1 of Notes to Consolidated Financial Stednts, the
Company believes that it is possible it will emebyeMay 11, 2006. However, if the Company doeseméerge
from the Cases prior to May 11, 2006, it will beeessary for the Company to extend the expiratide dathe DIP
Facility or make alternative financing arrangememtse Company has begun discussions with the dogarit that
represents the DIP Facility lenders regarding itteyl need for a short-term extension of the DIRikg. While the
Company believes that, if necessary, it would lasssful in negotiating an extension of the DIPilfgpor
adequate alternative financing arrangements, noasses can be given in this regard.

The principal terms of the committed revolving dtédcility would be essentially the same as or enor
favorable than the DIP Facility, except that, amotiter things, the revolving credit facility wouttbse and be
available upon the Debtors’ emergence from the @mdd proceedings and would be expected to méiuggears
from the date of emergence. The term loan commitwenld be expected to close upon the Debtors’ garere
from the Chapter 11 proceedings and would be eggdotmature on May 11, 2010. The agent bank reptieg) the
exit financing lenders is the same as the agerk fiarthe DIP Facility lenders and the Company begun parallel
discussions with the agent bank regarding the sidarof the expiration date for the exit financogmmitment in
the event the Company does not emerge from thesQais® to May 11, 2006.

Asbestos-Related Insurance Coverage ConditiondleSaints. The Company has previously disclosed that it
estimated that it had approximately $1.4 billiorr@aining solvent asbestos-related insurance ageeiThe
Company has recognized approximately $965.5 millibsuch amount in its financial statements. Asldised
throughout our SEC filings (including in the Notasd Critical Accounting Policies), the tort liabyliand offsetting
insurance receivable amounts recognized (and disd)dn the financial statements are nominal ans@st the
Company cannot predict the timing of cash flowse Tlompany has also disclosed that it is possilaeaimounts
may be settled at less than the face value ofipslior various reasons including the possiblegegalue effect.
During the latter half of 2005, the Company entengd certain conditional settlement agreements wisurers
under which the insurers agreed (in aggregateayogpproximately $375.0 million in respect of salnsially all
coverage under certain policies having a combiaed f/alue of approximately $459.0 million. Thelsetents,
which were approved by the Court, have severalitiond, including a legislative contingency and amdy payable
to the trust(s) being set up under the Companys pf reorganization upon emergence (more fullgutised in
Note 1 of Notes to Consolidated Financial States)e@ne set of insurers paid approximately $137l0om into a
separate escrow account in November 2005. If thagamy does not emerge, the agreement is null aiddaval the
funds (along with any interest that has accumu)ateiibe returned to the insurers.

During March 2006, the Company reached a conditiselement agreement with another group of insure
under which the insurers would pay approximately.@6énillion in respect of certain policies havinganbined
face value of approximately $80.0 million. The citiochal settlement, which has similar terms andditons to
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the other conditional settlement agreement discliabeve, must still be approved by the Court. Neatjohs with
other insurers continue.

The Company has not provided any accounting retiogrfor the conditional agreements in the accorgpan
financial statements given: (1) the conditionaunatof the settlements; (2) the fact that, if tl@pany’s plan of
reorganization is not approved by creditors orGoeirt, the Company’s interests with respect tarlsarance
policies covered by the agreements are not impa&irady way; and (3) the Company believes thatctilbn of the
approximate $965.5 million amount of Personal ipjtglated insurance recovery receivable is probabén if the
conditional agreements are ultimately approvedaBiurances can be given as to whether the coralition
agreements will become final or as to what amowsitsultimately be collected in respect of the inance policies
covered by the conditional settlement or any oths&urance policies.

Legislation entitled “The Fairness in Asbestos ipjResolution Act of 2005” (the “FAIR Act”) is cugntly
pending before the U.S. Congress. If passed, tHR B&t could affect the rights and obligations eft&in
companies with asserted asbestos liabilities agid ittisurers. Because the exact terms of the pemplegjislation ar
still the subject of negotiation and Congressiateddate, it is uncertain how, if at all, such legfigin might impact
the Company, holders of asbestos, silica, coglitah volatiles and hearing loss-related persamary claims, or
other creditors or entities involved in the Cag&isen such uncertainty, the Company currently plamgroceeding
as previously disclosed, but will take the therrent status of this proposed legislation into aotahen
determining how to proceed with confirmation andsstmmation of a plan or plans of reorganization.

KBC Agreement Rejection ClaimAs previously disclosed during the fourth quade2005, the UCC
negotiated a settlement with a third party that &asskrted an approximate $67.0 million claim fandges against
KBC for rejection of a bauxite supply agreement.sBant to the settlement, among other things, tragany has
agreed to (a) allow the third party an unsecuredpatition claim in the amount of $42.1 million) ubstantively
consolidate KBC with certain of the other debtmtely for the purpose of treating that claim, ang ather pre-
petition claim of KBC, under the Kaiser Aluminum A&mded Plan and (c) modify the Kaiser Aluminum Arezhd
Plan to implement the settlement. In consideratibtihe settlement, the third party has, among dthiegs, agreed
to not object to the Kaiser Aluminum Amended Plane settlement was approved by the Court in Jan2@0% anc
the Company recorded a charge of $42.1 milliomenfourth quarter of 2005 in Discontinued operatiand
reflected an increase in Discontinued operaticatsllties subject to compromise by the same amount.

Significant Charges Associated with the Reorgaiuna®rocess. The Company has previously disclosed tt
has made substantial progress in its reorganizaffonts and has reached various agreements wiistauotially all
of the key creditor constituencies as to the valfutheir claims and the agreed treatment for suaims in any plans
of reorganization that is ultimately filed by thel@lors. These agreements have however resultedumber of
significant charges including:

* A charge of $1,131.5 million in 2005 related to Iempentation of the Liquidating Plans, whereby (for
purposes of computing distributions under the KARECL Plan) the value of an intercompany claim isgei
treated as being for the benefit of certain thindtyp creditors. (See Reorganization Items in Noté Notes to
Consolidated Financial Statemen

* Charges related to the sale of commodity intelies2903 and 2004. These items are classified as
“discontinued operations” in the accompanying ficiahstatements. See Note 3 of Notes to Consolidate
Financial Statements for additional discussiorheke items and amoun

« Significant charges in 2003 and 2004 related tdehmination of certain of the Company’s previoesigion
and retiree medical plans and other agreementbedagith the PBGC, the USWA and certain other labor
unions. These items are discussed in Note 9 ane Nobf Notes to Consolidated Financial Statemi

* Certain environmental charges in 2003 and 2004c#sted with various settlements and transactioas. S
Note 11 of Notes to Consolidated Financial States

Additionally, while not resulting in a significanet charge, the Company did substantially incrédasecorded
liability in respect of asbestos and other personjaty related claims and expected insurance rexes in respect
of such amounts. See Note 11 of Notes to Conselidginancial Statements.
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Environmental Matters. The Company has previously disclosed that, dutipgl 2004, KACC was served
with a subpoena for documents and has been nobfideederal authorities that they are investigatiadain
environmental compliance issues with respect to KACIrentwood facility in Spokane, Washington. KAGC
undertaking its own internal investigation of thattar through specially retained counsel to enthatit has alll
relevant facts regarding Trentwood’s compliancdnaipplicable environmental laws. KACC believesiin
compliance with all applicable environmental lawsl aequirements at the Trentwood facility and idteto defend
any claim or charges, if any should result, vigetguThe Company cannot assess what, if any, irsghig matter
may have on the Company’s or KACC's financial staets.

Results of Operations

Summary. The Company reported a net loss of $753.7 millg46 of basic loss per common share in 2005,
compared to a net loss of $746.8 million, $9.36adic loss per common share for 2004 and a nebfoss
$788.3 million, $9.83 of basic loss per common eHar 2003. However, basic income (loss) per comstare
may not be meaningful, because pursuant to theeKailsiminum Amended Plan, the equity interestshef t
Company’s existing stockholders are expected tcapeelled without consideration.

Net sales in 2005 totaled $1,089.7 million compace#i942.4 million in 2004 and $710.2 million in(A

2005 as Compared to 2004

Fabricated Aluminum ProductsNet sales of fabricated products increased by d6itng 2005 as compared
2004 primarily due to a 10% increase in averaghzezhprices and a 6% increase in shipments. Ttrease in the
average realized prices reflects (in relativelyaquoportions) higher conversion prices and highweterlying
primary aluminum prices. The higher conversiongsiare primarily attributable to continuing strénigt fabricated
aluminum product markets, particularly for aerogpand high strength products, as well as a favenatdk in the
type of aerospace/high strength products in thiy @art of 2005. Current period shipments were aighan 2004
shipments due primarily to the aforementioned sfifeim aerospace and high strength product demand.

Segment operating results (before Other operatiagges, net) for 2005 improved over 2004 by appnaxély
$54.0 million. The improvement consisted of imprdsales performance (primarily due to factors citbdve) of
approximately $64.0 million, offset, by higher ogtémg costs, particularly for natural gas. Highatunal gas prices
had a particularly significant impact on the fougtharter of 2005. Natural gas prices have reducetes/hat during
early 2006 but have not yet reached the price lexeérienced during the first nine months of 2QG&wer 2005
charges for legacy pension and retiree medicatagleosts (approximately $5.0 million; see Notd 8lotes to
Consolidated Financial Statements) were largelyatfby other cost increases versus 2004 inclugipgoaimately
$6.0 million of higher non-cash LIFO inventory chas ($9.0 in 2005 versus $3.2 in 2004). Segmerratipg
results for 2005 and 2004 include gains on integgamy hedging activities with the primary aluminuosimess unit
total $11.1 million and $8.6 million, respectiveljhese amounts eliminate in consolidation.

Segment operating results for 2005, discussed alexeide deferred contribution savings plan chaugfe
approximately $6.3 million (see Note 6 of NoteCmnsolidated Financial Statements).

Primary Aluminum. Third party net sales of primary aluminum in 200&eased by approximately 13% as
compared to 2004. The increase was almost enttéaiputable to the increase in average realizedgny
aluminum prices.

Segment operating results for 2005 included appraiely $32.0 million related to sale of primaryraloum
resulting from the Company’s ownership interestamglesey offset by (a) losses on intercompany hnefg
activities with the Fabricated products business(which eliminate in consolidation) totaling appimately
$11.1 million and (b) approximately $4.1 million mén-cash charges associated with the discontiruahicedge
accounting treatment of derivative instruments asenfully discussed in Notes 2, 12 and 16 of Nates
Consolidated Financial Statements. Primary alumihendging transactions with third parties were etsaign
neutral in 2005. In 2004, segment operating reswltsisted of approximately $21.0 related to safgsimary
aluminum resulting from the Company’s ownershigiasts in Anglesey and approximately $2.0 millibgains
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from third party hedging activities offset by apyiraately $8.6 million of by losses on intercompdrgdging
activities with the Fabricated products business(which eliminate in consolidation). The improvent in
Anglesey-related results in 2005 versus 2004 regquitmarily from the improvement in primary alummumarket
prices discussed above. The primary aluminum mamket driven improvement in Anglesey-related ofinta
results were offset by an approximate 15% conteddhicrease in Anglesey’s power costs during thetfoquarter
of 2005 as well as an increase in major maintenaasts incurred in 2005 (over 2004).

The Company’s future results related to Anglesdl/aantinue to be affected by the higher contrakpoaver
rate through the term of the existing power agregnwehich ends in 2009, as well as an approxim@gé thcrease
in contractual alumina costs during the remaindéh® term of the Company’s existing alumina pusghaontract,
which extends through 2007. Power and alumina costgeneral, represent approximately two-thirdao§lesey’s
costs and, as such, future results will be adveafécted by these changes. Further, the nucleat fhat supplies
Anglesey its power is currently slated for deconsiaising in late 2009 or 2010, approximately the sdime as
when Anglesey’s current power agreement expiresARglesey to be able to operate past 2009, theepplant
will need to operate past its current decommissiguiate and Anglesey will have to secure a newtermeative
power contract at prices that make its operatiabie. No assurances can be provided that Angledeyev
successful in this regard.

Corporate and Other. Corporate operating expenses represent corpgeateral and administrative expenses
which are not allocated to the Company’s businegments. In 2005, corporate operating expensesaoenerised
of approximately $30.0 million of expenses relai@dngoing operations and $5.0 million relateddiiree medical
expenses. In 2004, corporate operating expensescgerprised of approximately $21.0 million of expes related
to ongoing operations and approximately $50.0 anillof retiree medical expenses.

The increase in expenses related to ongoing opagatin 2005 compared to 2004 was due to an inciaase
professional expenses associated primarily withCtbpany’s initiatives to comply with the Sarbai®dey Act of
2002 by December 31, 2006, and emergence-relateitygaelocation of the corporate headquarterd transition
costs, offset by the fact that key personnel ceaseglving retention payments as of the end ofiteequarter of
2004 pursuant to the Company’s key employee retemiogram (see Note 13 of Notes to Consolidatedriial
Statements). The decline in retiree-related expeissgrimarily attributable to the termination bétlnactive
Pension Plan in 2004 and the change in retireecakpayments (see Note 9 of Notes to Consolidaitegn€ial
Statements).

Corporate operating results for 2005, discussegalaxclude defined contribution savings plan charof
approximately $.5 million (see Note 6 of Notes wnGolidated Financial Statements).

Reorganization Items.Reorganization items consist primarily of incoraepenses (including professional fe
or losses that are realized or incurred by the Gompulue to its reorganization. Reorganization itémeeased
substantially in 2005 over 2004 as a result a rashrcharge for approximately of $1,131.5 milliortha fourth
quarter of 2005. As more fully discussed in Not&f Notes to Consolidated Financial Statementsntirecash
charge was recognized in connection with the comsation of the Liquidating Plans as the value asgediwith an
intercompany amount owed to KFC by KACC is nowtfue benefit of certain third party creditors (see
“Reorganization Proceedings”).

Discontinued Operations.Discontinued operations in 2005 include the ofiegaesults of the Company’s
interests in and related to QAL for the first gearf 2005 and the gain that resulted from the shteich interests
on April 1, 2005. Discontinued operations in 200dluded a full year of operating results attriblgaib the
Companys interests in and related to QAL, as well as therating results of the commodity interests (Valead,
Alpart and Gramercy/KJBC) that were sold at varitoes during 2004.

Income from discontinued operations for 2005 insegbapproximately $242.0 million over 2004. Theryany
factor for the improved results was the larger gairthe sale of the QAL-related interests (appraxety
$366.0 million) in 2005 compared to the gains frivm sale of the Company interests in and relatédgart and th
sale of the Mead Facility (approximately $127.0liorl) in 2004. The adverse impacts in 2005 of th2.@ million
KBC non-cash contract rejection charge were largéiset by improved operating results in 2005
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associated with QAL (approximately $12.0 milliomdathe avoidance of approximately $33.0 million lesses by
other commaodity-related interests in 2004.

2004 as Compared to 2003

Fabricated Aluminum ProductsNet sales of fabricated products increased by 86fitig 2004 as compared
2003 primarily due to a 23% increase in shipmentsa9% increase in average realized prices. Shfie 2004
were higher than 2003 shipments as a result ofamgat demand for most of the Company’s fabricatachaium
products, especially aluminum plate for the genengiineering market as well as extrusions and figgfor the
automotive market. Demand for the Company'’s praglircthe aerospace and high strength market was als
markedly higher in 2004 than in 2003. The incréadbe average realized price reflects changelsamtix of
products sold, stronger demand, and higher underlyietal prices. Extrusion prices are thought teelracovered
from the recessionary lows experienced in 2002288 but are still below prices experienced dugagks in the
business cycle. Plate prices increased to nearlpgeakpricing in response to strong near-term dena

Segment operating results (before Other operatiagges, net) for 2004 improved over 2003 primatikg to
the increased shipment and price levels noted alinpeoved market conditions and improved costgrentince
offset, in part, by modestly increased naturaléses and a $12.1 million non-cash LIFO inventcngarge.
Operating results for 2003 included increased gneogts, a $3.2 million non-cash LIFO inventory rgjfea and
higher pension related expenses offset, in pantetiyctions in overhead and other operating casssrasult of cost
cutting initiatives. Segment operating resultsZ804 and 2003 include gains (losses) on intercosnpadging
activities with the Primary aluminum business doitling $8.6 million and $(2.3) million. These anmbs eliminate
in consolidation.

Segment operating results for 2003, discussed alexehkide a net gain of approximately $3.9 millfoom the
sale of equipment (see Note 6 of Notes to Cong@dikinancial Statements).

Primary aluminum. Third party net sales of primary aluminum incexh48% for 2004 as compared to the
same period in 2003 primarily as a result of a 208tease in third party average realized pricesavfby a 1%
decrease in third party shipments. The increastwiaverage realized prices was primarily dudéarncreases in
primary aluminum market prices. Shipments in 20@enbetter than comparable prior year primarily tuthe
timing of shipments.

Segment operating results (before Other Operatiagges, net) for 2004 improved over 2003 primatikg to
the increases in prices and shipments discussaaSegment operating results for 2004 and 20d8decgains
(losses) on intercompany hedging activities with fabricated products business unit totaling $(@®ié)on and
$2.3 million. These amounts eliminate in consolwat

Segment operating results discussed above for 2X@8jde a pre-Filing Date claim of approximately
$3.2 million related to a restructured transmissigreement and a net gain of approximately $9.bamifrom the
sale of the Tacoma, Washington smelter (see Nofé\®tes to Consolidated Financial Statements).

Corporate and Other. Corporate operating expenses represent corpgeateral and administrative expenses
that are not allocated to the Company’s businegsieats. In 2004, Corporate operating costs wergdsad of
approximately $21.2 million of expenses relatedrigoing operations and approximately $50.0 milbémetiree
related expenses. In 2003, Corporate operating cosisisted of expenses related to ongoing opagatib
approximately $39.0 million and $35.0 million otiree related expenses. The decline in expensa®deio ongoin
operations from 2003 to 2004 was primarily attrédflé to lower salary ($1.0 million), retention (@4illion) and
incentive compensation ($2.5 million) costs (se¢ed 1 and 13 of Notes to Consolidated Financete8tents) as
well as lower accruals for pension related costaguily as a result of the December 2003 termimakip the PBGC
of the Company’s salaried employees pension plarb(fillion). The increase in retiree related exg@nin 2004
from 2003 reflects managementiecision to allocate to the Corporate segmengthess of post retirement medi
costs related to the Fabricated products busing@sand Discontinued operations for the period Mag004
through December 31, 2004 over the amount of seghents allocated share of VEBA
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contributions, offset, in part, by lower pensioelated accruals as a result of the December 2008ntation by the
PBGC of the Company’s salaried employees pensiam. pl

Corporate operating results for 2004, discusseggtaxclude pension charges of approximately $3alidn
related to terminated pension plans whose respiitysiias assumed by the PBGC, a settlement chairge
approximately $175.0 million related to the USWAtleenent and settlement charges of approximately
$312.5 million related to the termination of thespoetirement medical benefit plans (all of whick acluded in
Other operating charges, net). Corporate operagisglts for 2003 exclude a pension charge of ajprabely
$121.2 million related to the terminated salarietblyees pension plan whose responsibility wasrasdiby the
PBGC, an environmental multi-site settlement chafg®15.7 million and hearing loss claims of $1&#lion (all
of which are included in Other operating charges).n

As the Company completes the disposition of thernodities interests and prepares for and emergestiie
Cases, the Company expects there will be a sulatdetline in Corporate and other costs. Howesertain of
these restructuring activities may have adverset $bion cost consequences.

Discontinued Operations.Discontinued operations include the operatingltegor Alpart, Gramercy/ KJBC,
Valco, QAL and the Mead Facility and gains from siade of the Compang'interests in and related to these inte
(except for the gain on the sale of the Compsumyterests in and related to QAL was sold in AREI05). Results fc
discontinued operations for 2004 improved approxalya5636.0 million over 2003. Approximately $46@rlllion
of such improvement resulted from three non- reogritems: (a) the approximate $126.6 million gamthe sale of
the Company’s interests in and related to Alpad e sale of the Mead Facility; (b) the $368.0ioml of
impairment charges in respect of the Company’sésts in and related to commodities interests b32and
(c) $33.0 million of Valco-related impairment chasgn 2004. The balance of the improvement primpagsulted
from approximately $132.0 million of improved openg results at Alpart, Gramercy/KIJBC and QAL, dstantial
majority of which was related to the improvemenairerage realized alumina prices.

Liquidity and Capital Resources

As a result of the filing of the Cases, claims agathe Debtors for principal and accrued inteoessecured ar
unsecured indebtedness existing on their FilingeRa¢ stayed while the Debtors continue businessatipns as
debtors-in-possession, subject to the control apérvision of the Court. See Note 1 of Notes togsodidated
Financial Statements for additional discussiorhefCases.

Operating Activities. In 2005, Fabricated products operating activitiessided approximately $88.0 million
cash (substantially all of which was generated fograrating results; working capital changes werdesg. This
amount compares with 2004 when Fabricated prodipeigating activities provided approximately $35.iam of
cash (approximately $70.0 million of which was gexted from operating results offset by increasesarking
capital of approximately $35.0 million) and 2003emhFabricated products operating activities prayide
approximately $30.0 million of cash (substantialllyof which was generated from operating resultstking capita
changes were modest). The increases in cash poblidEabricated Products operating results in 200562004
were primarily due to improving demand for fabre&luminum products. The increase in working ehjit 2004
reflects the increase in demand as well as thefiignt increase in primary aluminum prices. In 306ost-cutting
initiatives offset reduced product prices and shdpta so that cash provided by operations approgitiduat in
2002. The foregoing analysis of fabricated prodeetsh flow excludes consideration of pension atitegecash
payments made by the Company on behalf of currehf@mer employees of the Fabricated productditiasi
Such amounts are part of the “legacy” costs the@bmpany internally categorizes as a corporate caslow. See
Corporate and other operating activities below.

Cash flows attributable to the Company’s inter@stnd related to Primary aluminum business pravide
approximately $20.0 million, $14.0 million and $@2nillion in 2005, 2004 and 2003, respectively. Tiease in
cash flows between 2005 and 2004 is primarilylaitable to increases in primary aluminum marketgsi Higher
primary aluminum prices in 2004 caused the cashdlattributable to sales of primary aluminum prdéhrcfrom
Anglesey to be approximately $2.0 million highe2®04 than in 2003. The balance of the differemcessh flows
between 2004 and 2003 is primarily attributablértong of shipments, payments and receipts.
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Corporate and other operating activities (includatigpf the Company’s “legacy” costs) utilized appimately
$108.0 million, $150.0 million and $100.0 milliof cash in 2005, 2004 and 2003, respectively. Casthows from
Corporate and other operating activities in 20@®4and 2003 included: (a) approximately $37.0iamll
$57.0 million and $60.0 million, respectively, iespect of retiree medical obligations and VEBA fuagdor former
and current operating units; (b) payments for rapization costs of approximately $39.0 million, 8Billion and
$27.0 million, respectively; and (c) payments ispect of General and Administrative costs totalipgroximately
$29.0 million, $26.0 million and $27.0 million, peectively. Corporate operating cash flow in 200duded
asbestos related insurance receipts of approxiyndid.0 million. Cash outflows in 2004 also incldde
$27.3 million to settle certain multi-site enviroamal claims.

In 2005, Discontinued operation activities providdd .0 million of cash. This compares with 2004 2663
when Discontinued operation activities provided $&4illion and used $29.0 million of cash, respealii. The
decrease in cash provided by Discontinued opemiim2005 over 2004 resulted primarily from a daseein
favorable operating results due to the sale oftamtially all of the commodity interests betweea fecond half of
2004 and early 2005. The remaining commodity irgisrevere sold as of April 1, 2005. The increaseaish
provided by Discontinued operations in 2004 oved2fesulted from improved operating results dumarily to the
improvement in average realized alumina prices.

Investing Activities. Total capital expenditures for Fabricated prodwetre $30.6 million, $7.6 million, and
$8.9 million in 2005, 2004 and 2003, respectiva@lye capital expenditures were made primarily torioup
production efficiency, reduce operating costs aqghad capacity at existing facilities. Total cap#&gpenditures for
Fabricated products are currently expected to ltlear$55.0 million to $65.0 million range for 2086d in the
$40.0 million to $50.0 million range for 2007. Thigher level of capital spending primarily reflegtsremental
investments, particularly at the Company’s Spokatiashington facility. New equipment, furnaces andérvices
will enable the Company to supply heavy gauge treat stretched plate to the aerospace and gesragadeering
markets. The total capital spending for this prbje@xpected to be in the range of $75.0 millidpproximately
$17.0 million of such cost was incurred in 2005eTalance will likely be incurred in 2006 and 20@ith the
majority of such costs being incurred in 2006. Besithe $75.0 million project at the Spokane, Waghi facility,
the Company'’s remaining capital spending in 2006 2007 will be spread among all manufacturing liocest with
a significant portion being at the Spokane facilkymajority of the remaining capital spending i@ected to reduc
operating costs, improve product quality or inceeeapacity. However, no other individual projecsigificant siz
has been committed at this time.

The level of capital expenditures may be adjustedhftime to time depending on the Company’s busines
plans, price outlook for metal and other produsisCC's ability to maintain adequate liquidity anther factors.

Total capital expenditures for Discontinued operagiwere $3.5 million and $28.3 million in 2004 &003,
respectively (of which $1.0 million and $8.9 milliavere funded by the minority partners in certairefgn joint
ventures).

Financing Activities and Liquidity.On February 11, 2005, the Company and KACC edtir® a new
financing agreement with a group of lenders undeickvthe Company was provided with a replacementhfe
existing post-petition credit facility and a commént for a multi-year exit financing arrangemenvmphe Debtors’
emergence from the Chapter 11 proceedings. Thefinancing agreement:

* Replaced the existing pr-petition credit facility with a new $200.0 millic*DIP Facility” and

* Included a commitment, upon the Debtors’ emergéimra the Chapter 11 proceedings, for exit finandimg
the form of a $200.0 million revolving credit fatyl (the “Revolving Credit Facility”) and a fullyrdwn term
loan (the*Term Loar”) of up to $50.0 million (collectively referred to te" Exit Financin(’).

On February 1, 2006, the Court approved an amenuim¢ine DIP Facility to extend its expiration déteough
the earlier of May 11, 2006, the effective date @lan of reorganization or voluntary terminatignthe Company.
In addition, the Court approved an extension ofcecellation date of the lenders’ commitment Far Exit
Financing to May 11, 2006. Under the DIP Facilithich provides for a secured, revolving line ofditgthe
Company, KACC and certain subsidiaries of KACC alnée to borrow amounts by means of revolving credit
advances and to have issued letters of creditd §6®.0 million) in an aggregate amount equal elésser of
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$200.0 million or a borrowing base comprised ofiele accounts receivable, eligible inventory aedain eligible
machinery, equipment and real estate, reduced ftgiceeserves, as defined in the DIP Facility agrent. This
amount available under the DIP Facility shall bdueed by $20.0 million if net borrowing availahijlialls below
$40.0 million. Interest on any outstanding borraygwill bear a spread over either a base rate BOR, at
KACC's option.

The DIP Facility is currently expected to expireMay 11, 2006. As discussed in Note 1 of Notes to
Consolidated Financial Statements, the Compang\edithat it is possible it will emerge before ey 11, 2006.
However, if the Company does not emerge from thee€arior to May 11, 2006, it will be necessaryther
Company to extend the expiration date of the DIEilBaor make alternative financing arrangemefitse Compan
has begun discussions with the agent bank thatsepts the DIP Facility lenders regarding the Vikeded for a
short-term extension of the DIP Facility. While @iempany believes that, if necessary, it wouldumassful in
negotiating an extension of the DIP Facility or quigte alternative financing arrangements, no agsasacan be
given in this regard.

Amounts owed under the DIP Facility may be accédetander various circumstances more fully desdribe
the DIP Facility agreement, including but not liedtto, the failure to make principal or interesgipants due under
the DIP Facility, breaches of certain covenantstasentations and warranties set forth in the CAElIRy
agreement, and certain events having a materigrad\effect on the business, assets, operatiaendition of the
Company taken as a whole.

The DIP Facility is secured by substantially altloé assets of the Company, KACC and KACC's domesti
subsidiaries and is guaranteed by KACC and allA€CK’s remaining material domestic subsidiaries.

The DIP Facility places restrictions on the CompangACC'’s and KACC's subsidiaries’ ability to, amg
other things, incur debt, create liens, make immests, pay dividends, sell assets, undertake trtiosa with
affiliates, and enter into unrelated lines of besi

The principal terms of the committed Revolving Grédcility would be essentially the same as orenor
favorable than the DIP Facility, except that, amotiter things, the Revolving Credit Facility woulse and be
available upon the Debtors’ emergence from the @hndd proceedings and would be expected to méiwggears
from the date of emergence. The Term Loan commitiwenld be expected to close upon the Debtors’ garare
from the Chapter 11 proceedings and would be eggdotmature on May 11, 2010. The agent bank reptiesg) the
Exit Financing lenders is the same as the agerk tmarthe DIP Facility lenders and the Company bagun paralle
discussions with the agent bank regarding the sidgarof the expiration date for the Exit Financoammitment in
the event the Company does not emerge from thesQaie to May 11, 2006.

The DIP Facility replaced a post-petition crediility (the “Replaced Facility”) that the CompangcaKACC
entered into on February 12, 2002. The Replaceiiittyagas amended a number of times during its tesra result
of, among other things, reorganization transactiorduding disposition of the Company’s commodigjated
assets.

The Company and KACC currently believe that théhaasd cash equivalents, cash flows from operatmis
cash available from the DIP Facility will provideficient working capital to allow the Company teest its
obligations during the expected pendency of thee€aat February 28, 2006, there were no outstangiémgpwings
under the DIP Facility. There were approximately $1million of letters of credit outstanding undee DIP Facilit
at February 28, 2006.

Commitments and Contingenciefuring the pendency of the Cases, substantidllyeading litigation against
the Debtors, except that relating to certain emritental matters, is stayed. Generally, claims agaifReorganizin
Debtor arising from actions or omissions priort®Hiling Date are expected to be settled pursiaatite Kaiser
Aluminum Amended Plan. See Note 11 of Notes to Glisted Financial Statements for a more complete
discussion of these matters.

The Company and KACC are subject to a number of@nmental laws, to fines or penalties assessed for
alleged breaches of the environmental laws, amtbims and litigation based upon such laws. Basethe
Company’s evaluation of these and other environalenatters, the Company has established envirorahent
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accruals of $46.5 million at December 31, 2005. Eesv, the Company believes that it is reasonabdgipte that
changes in various factors could cause costs adedaivith these environmental matters to exceegctiaccruals
by amounts that could range, in the aggregateo an estimated $20.0 million.

The Company has previously disclosed that, duripgl 2004, KACC was served with a subpoena for
documents and has been notified by Federal au#mtiiat they are investigating certain environrmecwmpliance
issues with respect to KACC'’s Trentwood facilitytire State of Washington. KACC is undertaking itsianternal
investigation of the matter through specially ne¢al counsel to ensure that it has all relevans feegarding
Trentwood’s compliance with applicable environmétaes. KACC believes it is in compliance with alplicable
environmental laws and requirements at the Trentifaoility and intends to defend any claim or clegf any
should result, vigorously. The Company cannot asagmt, if any, impacts this matter may have onGbepany’s
or KACC'’s financial statements.

KACC has been one of many defendants in a numblemaiuits, some of which involve claims of multiple
persons, in which the plaintiffs allege that certai their injuries were caused by, among otherghj exposure to
asbestos during, or as a result of, their employroeassociation with KACC, or exposure to produaiataining
asbestos produced or sold by KACC. The lawsuiteiggly relate to products KACC has not sold for entiran
20 years. As of the initial Filing Date, approxirigt112,000 asbestos-related claims were pending.Company
has also previously disclosed that certain othesgreal injury claims had been filed in respectltdged pre-Filing
Date exposure to silica and coal tar pitch volat{lpproximately 3,900 claims and 300 claims, retpaly). Due to
the Cases, holders of asbestos, silica and copittdr volatile claims are stayed from continuingotosecute
pending litigation and from commencing new lawsatginst the Reorganizing Debtors. As a resultCibepany
does not expect to make any asbestos payments iretlr term. Despite the Cases, the Company cestioupursu
insurance collections in respect of asbestos-ikkaeounts paid prior to its Filing Date and, acdbed below, to
negotiate insurance settlements and prosecutercadions to clarify policy interpretations in pest of such
coverage. As of December 31, 2005, the Compangstablished a $1,115.0 million accrual for estiatsbestos,
silica and coal tar pitch volatile personal injatgims, before consideration of insurance recosetiwwever, the
Company believes that substantial recoveries firtsurance carriers are probable. Accordingly, d3exfember 31,
2005, the Company has recorded an estimated adgriegarance recovery of $965.5 million (determinedhe
same basis as the asbestos-related cost accrithugh the Company has settled asbestos-relatestage matters
with certain of its insurance carriers, other @gihave not yet agreed to settlements and dispittesarriers exisi
See Note 11 for additional discussion of this nratte

During February 2004, KACC reached a settlemepriimciple in respect of 400 claims, which allegkdtt
certain individuals who were employees of the Comyparincipally at a facility previously owned angerated by
KACC in Louisiana, suffered hearing loss in conigctvith their employment. Under the terms of th&lement,
which is still subject to Court approval, the claimts will be allowed claims totaling $15.8 millidburing the
Cases, the Company has received approximately &@@€ional proofs of claim alleging pre-petitianjury due to
noise induced hearing loss. It is not known at tinie how many, if any, of such claims have meriabwhat level
such claims might qualify within the parameterabbshed by the above-referenced settlement irciplim for the
400 claims. Accordingly, the Company cannot prdgetgtermine the impact or value of these claimswelver, the
Company currently expects that all noise induceatihg loss claims will be transferred, along widrtain rights
against certain insurance policies, to a sepamase along with the settled hearing loss casesid&s] above,
whether or not such claims are settled prior toGbepany’s emergence from the Cases.

Capital Structure. MAXXAM Inc. and one of its wholly owned subsidias collectively own approximately
63% of the Company’s Common Stock, with the renmgjrapproximately 37% of the Company’s Common Stock
being publicly held. However, as more fully disasn Note 1 of Notes to Consolidated FinanciateStents,
pursuant to the Kaiser Aluminum Amended Plan MAXXAMquity interests are expected to be cancellddont
consideration as a part of a plan of reorganization

Other Matters

Income Tax Matters.In light of the Cases, the Company has providadation allowances for all of its net
deferred income tax assets as the Company no Idedjeres that the “more likely than not” recoguriticriteria is
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appropriate. A substantial portion or all of itg ttributes may be utilized to offset any gaires timay result from
the commodity asset sales and/or cancellationd#htedness as a part of the Company’s reorgamza&ie Note 8
of Notes to Consolidated Financial Statements fdisaussion of these and other income tax matters.

New Accounting Pronouncements

The section “New Accounting Pronouncements” fromeN® of Notes to Consolidated Financial Statemisnts
incorporated herein by reference.

Critical Accounting Policies

Critical accounting policies are those that ardnhary important to the portrayal of the Comparfiiiancial
condition and results, and require management’s diffcult, subjective, and/or complex judgmentypically, the
circumstances that make these judgments diffisubjective and/or complex have to do with the neadake
estimates about the effect of matters that arer@mttly uncertain. While the Company believes thlaaspects of its
financial statements should be studied and undeastoassessing its current (and expected futimajpial
condition and results, the Company believes trattttounting policies that warrant additional dtteninclude:

1. The consolidated financial statements as offanthe year ended December 31, 2005 have been
prepared on a “going concern” basis in accordarite AICPA Statement of Position 90-Financial Reporting
by Entities in Reorganization Under the Bankrupimde(“SOP 90-7"), and do not include possible impacts
arising in respect of the Cases. The consolidatehial statements included elsewhere in this Refmnot
include all adjustments relating to the recovergbind classification of recorded asset amounth®@amount
and classification of liabilities or the effect eristing stockholders’ equity that may result frire Kaiser
Aluminum Amended Plan, arrangements or other astaising from the Cases, or the possible inahilitthe
Company to continue in existence. Adjustments re#zged by the Kaiser Aluminum Amended Plan,
arrangements or other actions could materially geahe consolidated financial statements includselxhere
in this Report. For example,

a. Under generally accepted accounting principle®\AP"), assets to be held and used are evaluated
for recoverability differently than assets to bédsar disposed of. Assets to be held and usedwaieated
based on their expected undiscounted future nétftass. So long as the Company reasonably expects
that such undiscounted future net cash flows fohegset will exceed the recorded value of thet &issieg
evaluated, no impairment is required. However|ahp to sell or dispose of an asset or group @taseee
a number of specific criteria, then, under GAAR;sassets should be considered held for sale/digpos
and their recoverability should be evaluated, fmrreasset, based on expected consideration tcbred
upon disposition. Sales or dispositions at a palgictime will be affected by, among other thinthe
existing industry and general economic circumstagsewell as the Company’s own circumstances,
including whether or not assets will (or must) blln an accelerated or more extended timetableh S
circumstances may cause the expected value ireasdisposition scenario to differ materially frohe
realizable value over the normal operating lifas$ets, which would likely be evaluated on longater
industry trends.

As previously disclosed, while the Company hadestdihat it was considering the possibility of
disposing of one or more of its commodities intesgthe Company, through the third quarter of 2@4i8,
considered all of its commaodity assets as “heldig®,” as no definite decisions had been madedegar
the disposition of such assets. However, basediditi@anal negotiations with prospective buyers and
discussions with key constituents, the Company looledl that dispositions of its interests in andtesd to
Alpart, Gramercy/KJBC and Valco were possible @hdrefore, that recoverability should be considered
differently as of December 31, 2003 and subseqouembds. As a result of the change in status, the
Company recorded impairment charges of approxim&®23.0 million in the first quarter of 2004 and
$368.0 million in the fourth quarter of 2003.

b. Additional pre-Filing Date claims may be ideistif through the proof of claim reconciliation
process and may arise in connection with actiokertdy the Debtors in the Cases. For example, wihnde
Debtors consider rejection of the Bonneville Podministration (“BPA”) contract to be in the
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Company’s best long-term interests, such rejectiay increase the amount of pre-Filing Date claims b
approximately $75.0 million based on the BPA'’s grofclaim filed in connection with the Cases in
respect of the contract rejection.

c. As more fully discussed below, the amount offgiting Date claims ultimately allowed by the
Court in respect of contingent claims and bendfiigations may be materially different from the amts
reflected in the Consolidated Financial Statements.

While valuation of the Company’s assets and prieriDate claims at this stage of the Cases is stitije
inherent uncertainties, the Company currently bebethat its liabilities will be found in the Cagesxceed th
fair value of its assets. Therefore, pursuant éokhiser Aluminum Amended Plan, it is expected that
substantially all pre-Filing Date claims will beigat less than 100% of their face value and thétginterests
of the Company’s stockholders will be cancellechwitt consideration.

Additionally, upon emergence from the Cases, theng@amy expects to apply “fresh start” accountinggo
consolidated financial statements as required bl 8@ 7. Fresh start accounting is required if:atebtor’s
liabilities are determined to be in excess of #seds and (2) there will be a greater than 50%gghanthe
equity ownership of the entity. As previously das#d, the Company expects both such circumstao@pty.
As such, upon emergence, the Company will restatealance sheet to equal the reorganization \&due
determined in its plan of reorganization and appdblyy the Court. Additionally, items such as acclateal
depreciation, accumulated deficit and accumulatedracomprehensive income (loss) will be reseet@zThe
Company will allocate the reorganization valuetsaondividual assets and liabilities based on testimated
fair value at the emergence date. Typically suetn& as current liabilities, accounts receivabld, Gash will be
reflected at values similar to those reported pdcgmergence. Iltems such as inventory, propelayt gnd
equipment, long-term assets and long-term liabgitire more likely to be significantly adjustechiramounts
previously reported. Because fresh start accountifidgpe adopted at emergence, and because of the
significance of the completed asset sales anditiabisubject to compromise (that will be relievgabn
emergence), meaningful comparison between themistorical financial statements and the finahcia
statements upon emergence may be difficult to make.

2. The Company'’s judgments and estimates with rgpecommitments and contingencies, in particular:
(a) future personal injury related costs and olliges as well as estimated insurance recoveries(l@npossibl
liability in respect of claims of unfair labor ptazes (“ULPs”) which were not resolved as a parthef
Company’s September 2000 labor settlement.

Valuation of legal and other contingent claimsubjsct to a great deal of judgment and substantial
uncertainty. Under GAAP, companies are requiregictrue for contingent matters in their financiaksinents
only if the amount of any potential loss is botidipable” and the amount (or a range) of possilds Is
“estimatable.” In reaching a determination of thelability of an adverse ruling in respect of a teratthe
Company typically consults outside experts. Howeaay such judgments reached regarding probalitey
subject to significant uncertainty. The Company piayact, obtain an adverse ruling in a mattet thdid not
consider a “probable” loss and which, therefores wat accrued for in its financial statements. Aiddally,
facts and circumstances in respect of a matteckange causing key assumptions that were usee@wopis
assessments of a matter to change. It is possifit@mounts at risk in respect of one matter mayraded off
against amounts under negotiations in a separatemiurther, in estimating the amount of any lassnany
instances a single estimation of the loss may agidssible. Rather, the Company may only be abdstimate
a range of possible losses. In such event, GAARimeg|that a liability be established for at letagt minimum
end of the range assuming that there is no otheuatrwhich is more likely to occur.

"

During the period 2002-2005, the Company has hadpwtentially material contingent obligations that
were/are subject to significant uncertainty andakility in their outcome: (a) the United Steelwerk of
America’s (“USWA”) ULP claim, and (b) the net obéition in respect of personal injury-related mattBith
of these matters are discussed in Note 11 of Not€®nsolidated Financial Statements.

As more fully discussed in Note 11 of Notes to Quidsited Financial Statements, we accrued an amount
in the fourth quarter of 2004 in respect of the USWLP matter. We did not accrue any amount pricth®
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fourth quarter of 2004 as we did not consider s ko be “probable.” Our assessment had beethiat
possible range of loss in this matter was anywfrera zero to $250.0 million based on the prooflafros filed
(and other information provided) by the NationabbaRelations Board (“NLRB”) and USWA in connection
with the Company’s and KACC's reorganization pratiags. While the Company continues to believe that
ULP charges were without merit, during January 2004 Company agreed to allow a claim in favorhef t
USWA in the amount of $175.0 million as a compraerasd in return for the USWA agreeing to substéntia
reduce and/or eliminate certain benefit paymenta@® fully discussed in Note 11 of Notes to Coiustéd
Financial Statements. However, this settlementneasecorded at that time as it was still subjectourt
approval. The settlement was ultimately approvethleyCourt in February 2005 and, as a result of the
contingency being removed with respect to this iferich arose prior to the December 31, 2004 b&laheet
date), a non-cash charge of $175.0 million wageédld in the Company’s consolidated financial states at
December 31, 2004.

Also, as more fully discussed in Note 11 of Note€bnsolidated Financial Statements, KACC is one of
many defendants in personal injury claims by largmber of persons who assert that their injuriesewaused
by, among other things, exposure to asbestos duwimas a result of, their employment or assoaiatiih
KACC or by exposure to products containing asbéststgproduced or sold by KACC more than 20 yegrs a
The Company has also previously disclosed thagiceother personal injury claims had been filedeispect of
alleged pre-Filing Date exposure to silica and ¢aapitch volatiles. Due to the Cases, existingslaits in
respect of all such personal injury claims areedtisgnd new lawsuits cannot be commenced agairst us
KACC. It is difficult to predict the number of clai that will ultimately be made against KACC or the
settlement value of such claims. Our December B@52balance sheet includes a liability for estedat
asbestos-related costs of $1,115.0 million, whegresents the Company’s estimate of the minimuroéad
range of costs. The upper end of the Company’masti of costs is approximately $2,400.0 million &émel
Company is aware that certain constituents haverteskthat they believe that actual costs may ektteetop
end of the Company’s estimated range, by perhapatarial amount. As a part of any plan of reorgafiim it
is likely that an estimation of KACC's entire astuessrelated liability may occur. Any such estimatiaill
likely result from negotiations between the Compang key creditor constituencies or an estimatiocgss
overseen by the Court. It is possible that anyltieguestimate of KACC'’s asbestos-related liabiliggulting
from either process could exceed, perhaps signifigathe liability amounts reflected in the Compan
consolidated financial statements.

We believe KACC has insurance coverage for a sohbatgortion of such asbestos-related costs.
Accordingly, our December 31, 2005 balance sheadtidles a long-term receivable for estimated instgan
recoveries of $965.5 million. We believe that remgvof this amount is probable and additional ant®umay
be recoverable in the future if additional lialilis ultimately determined to exist. However, wamat assure
you that all such amounts will be collected. Teitig and amount of future recoveries from KAG@isuranc
carriers will depend on the pendency of the Casdsa the resolution of disputes regarding coveragker th
applicable insurance policies. Over the past séyegas, the Company has received a number ofgsiim
respect of insurance related litigation that iidets supports the amount reflected on the balsineet. The
trial court may hear additional issues from timeitee. Further, depending on the amount of asbestated
claims ultimately determined to exist, it is podsithat the amount of such claims could exceedtheunt of
additional insurance recoveries available. Addaibn the Company continues to discuss terms fassitbe
settlements with certain insurers that would esghlpayment obligations of the insurers to the geaisinjury
trusts discussed more fully in Note 1 of Notes tméblidated Financial Statements. Given uncertsrabout
the timing of the insurance-related cash flowsxal as the related liability amounts) such amouass
previously disclosed have been recorded in nomérais. Settlement amounts may be different fronfabe
amount of the policies, which are stated in nomiaahs. Settlement amounts may be affected by, grotirer
things, the present value of possible cash recegrtsus the potential obligation of the insurerpdg over time
which could impact the amount of receivables reedrd\n example of such possible settlements are the
conditional settlements discussed in Note 11 oeNdd Consolidated Financial Statements.
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Any adjustments ultimately deemed to be required asult of the reevaluation of KACC'’s asbestos-
related liabilities or estimated insurance reca&dould have a material impact on the Companyiséu
financial statements. However, under an agreed stwemst, all of the Company’s personal injury —tesda
obligations together with the benefits of its iresure policies and certain other considerationaleet
transferred into one or more trusts at emergence.

See Note 11 of Notes to Consolidated Financiak8tahts for a more complete discussion of thesesns;
3. The Company’s judgments and estimates in reggétst employee benefit plans.

Pension and post-retirement medical obligationkided in the consolidated balance sheet are based o
assumptions that are subject to variation from-yearear. Such variations can cause the Comga@stimate «
such obligations to vary significantly. Restructgriactions (such as the indefinite curtailmenthefMead
smelter) can also have a significant impact on suobunts.

For pension obligations, the most significant agsiions used in determining the estimated year-end
obligation are the assumed discount rate and leng-tate of return (“LTRR") on pension assets. 8inc
recorded pension obligations represent the presdu¢ of expected pension payments over the lith@plans
decreases in the discount rate (used to compufarésent value of the payments) will cause theredéd
obligations to increase. Conversely, an increaskdrdiscount rate will cause the estimated presane of the
obligations to decline. The LTRR on pension asgdtects the Company’s assumption regarding what th
amount of earnings will be on existing plan aséle¢$ore considering any future contributions to plens).
Increases in the assumed LTRR will cause the piexjlecalue of plan assets available to satisfy pensi
obligations to increase, yielding a reduced nesjmmnobligation. A reduction in the LTRR reduces #mount
of projected net assets available to satisfy pensidigations and, thus, causes the net pensidgatign to
increase.

For post-retirement obligations, the key assumpgtiosged to estimate the year-end obligations are the
discount rate and the assumptions regarding fuh@@ical cost increases. The discount rate affeetpost-
retirement obligations in a similar fashion to tdascribed above for pension obligations. As tseiagd rate
of increase in medical costs goes up, so doesdahpgrajected obligation. Conversely, if the raténafrease is
assumed to be smaller, the projected obligatiohdeitline.

As more fully discussed in Note 9 of Notes to Cdidsded Financial Statements, certain charges baee
recorded in 2003 and 2004 in respect of changB#\M@C’s pension and post-retirement benefit pladse T
PBGC has assumed responsibility for the three &rgfethe Company’s pension plans. Initially, then@pany
reflected the effects of these terminations basetthe accounting methodologies for continuing plditss
resulted in charges of approximately $121.0 miliie2003 and another $155.0 million in 2004. This
methodology was used to record these effects bedhase were arguments that the ultimate amouilaifity
could be higher or lower than that resulting frasfidwing GAAP for continuing plans, but the ultineat
outcome was unknown. Ultimately, in order to adwatie Cases, our negotiations with the PBGC rasbuite
the Company ultimately agreeing to a settlementwarnthat exceeded the recorded liability by apprately
$154.0 million. The settlement was contingent omi€Capproval. While Court approval was receivedanuar
2005, a charge was reflected in the fourth quaft@004 for this settlement as the pension oblayeito which
the charge related existed at December 31, 2004uBnut to the agreement with the PBGC, the Compalhy
continue to sponsor the Company’s remaining pengians. In addition, as previously disclosed, the
Company’s post-retirement medical plans were teateith during 2004 and were replaced with medical
coverage through COBRA or the VEBAs. However, défig, final termination of the previous post-retinent
benefit plan was contingent on Court approval efltitercompany Agreement, which was ultimately inesd
in February 2005. As a result of the removal ofd¢betingency, the Company reflected an approximatel
$312.5 million charge associated with the termorabf the plan at December 31, 2004 as the lighfiit this
existed at the balance sheet date. The amouneaftirge relates to amounts previously deferreéruGAAP
for continuing plans.
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As more fully discussed in Note 11 of Notes to Guidsited Financial Statements, it is possible teatain
remaining defined benefit pension plans could baitgated. If this were to happen, additional settat
charges in the range of $6.0 million to $7.0 millicould be recorded, despite the fact that any serchination:
would not be expected to have any adverse caslegoasces to the Company or KACC.

While the amounts involved with the new/remainitgng are substantially less than the amounts e
of the terminated plans (and thus subject to a&temsiount of expected volatility in amounts) they, a
nonetheless, subject to the same sorts of chamglesrs such changes could be material to continuing
operations. See Note 9 of Notes to Consolidatedrfeial Statements regarding the Company’s pensidn a
post-retirement obligations.

4. The Company’s judgments and estimates in respestvironmental commitments and contingencies.

The Company, KACC and KACC's subsidiaries are stutlif@ a number of environmental laws and
regulations, to fines or penalties assessed fegedl breaches of such laws and regulations, aclditos and
litigation based upon such laws and regulationsCiKAcurrently is subject to a number of claims urtter
Comprehensive Environmental Response, Compensatidiiability Act of 1980, as amended by the
Superfund Amendments Reauthorization Act of 198HRCLA"), and, along with certain other entitieash
been named as a potentially responsible partyefmedial costs at certain third-party sites listedh® National
Priorities List under CERCLA.

Based on the Comparsyevaluation of these and other environmental msttee Company has establis|
environmental accruals, primarily related to patdrgolid waste disposal and soil and groundwagaradiation
matters. These environmental accruals represei@dhgany’s estimate of costs (in nominal dollarthait
discounting) reasonably expected to be incurred gaing concern basis in the ordinary course oifless
based on presently enacted laws and regulationgntly available facts, existing technology, ahd t
Company’s assessment of the likely remediatioroadt) be taken. However, making estimates of ptessib
environmental remediation costs is subject to ieaheuncertainties. As additional facts are develoged
definitive remediation plans and necessary regolapprovals for implementation of remediation are
established or alternative technologies are deeelpphanges in these and other factors may resatitual
costs exceeding the current environmental accruals.

An example of how environmental accruals could geais provided by the multi-site agreement disadisse
in Note 11 of Notes to Consolidated Financial Stegits. Another example discussed in Note 11 of Niate
Consolidated Financial Statements is the agreenudiitgately reached with the parties and approwethi
Court in October 2004 pursuant to which KACC reedleertain environment obligations in return fostca
payments totaling approximately $27.3 million. Agiaans of expediting the reorganization process@nd
assure treatment of the claims under a plan ofjedzation that is favorable to the Debtors and the
stakeholders, it may be in the best interests@tthkeholders for the Company to agree to claimuats in
excess of previous accruals, which were based amdinary course, going concern basis.

5. The Company’s judgments and estimates in regfacinditional asset retirement obligations

Companies are required to estimate incrementas dosspecial handling, removal and disposal cokts
materials that may or will give rise to conditioreiset retirement obligations (“CAROs") and thestdunt the
expected costs back to the current year usingdit@ejusted risk free rate. Under current accagnti
guidelines, liabilities and costs for CAROs mustréeognized in a Company’s financial statements évie is
unclear when or if the CARO may/will be triggeréfdt is unclear when or if a CARO will be triggete
companies are required to use probability weighfiimgpossible timing scenarios to determine thebphility
weighted amounts that should be recognized indhepany’s financial statements. As more fully disagsin
Note 2 of Notes to Consolidated Financial Statesyghe Company has evaluated its exposures to CAR®s
determined that it has CAROs at several of itsifalbed products facilities. The vast majority o€EWCAROs
consist of incremental costs that would be assediaith the removal and disposal of asbestos {allhich is
believed to be fully contained and encapsulatetiwivalls, floors, ceilings or piping) of certaifithe older
plants if such plants were to undergo major reriomatr be demolished. No plans currently existafoy such
renovation or demolition of such facilities and thempany’s current assessment is that the mosapteb

40




scenarios are that no such CARO would be triggmed0 or more years, if at all. Nonetheless, tlioen@any
has recorded an estimated CARO liability of appragely $2.7 million at December 31, 2005 and sunbuni
will increase substantially over time.

The estimation of CAROs is subject to a numbenbg&rent uncertainties including: (a) the timingaudfen
any such CARO may be incurred, (b) the ability cowaately identify all materials that may requipesial
handling, treatment, etc. (c) the ability to reasduy estimate the total incremental special hagdiind other
costs, (d) the ability to assess the relative podityaof different scenarios which could give risea CARO,
and (e) other factors outside a company’s contrdbiding changes in regulations, costs, interdssraetc. As
such, actual costs and the timing of such costswaaysignificantly from the estimates, judgmerasg
probable scenarios considered by the Company, wduahd, in turn, have a material impact on the Canyss
future financial statements.

Contractual Obligations and Commercial Commitments

The following summarizes the Company’s significapmtractual obligations at December 31, 2005 (delia
millions):

Payments Due in

Less Thar 2-3 4-5 More Than
Contractual Obligations Total 1 Year Years Years 5 Years
Long-term debt, including capital lease of $.8 $22 $ 11 $12 $— % =
Operating lease 7.4 2.€ 3.1 1.€ 1
Total cash contractual obligatio $9.7 $ 37 $43 3$l€e $ A

(a) See Note 7 of Notes to Consolidated Financial 8tates for information in respect of long-term delutng-
term debt obligations exclude debt subject to camise of approximately $847.6 million, which amaunniill
be dealt with in connection with a plan of reorgarion. See Notes 1 and 7 of Notes to Consolidaiteaincial
Statements for additional information about dellijsct to compromise

The following paragraphs summarize the Companybafance sheet arrangements.

As of December 31, 2005, outstanding letters odicrender the DIP Facility were approximately $1ihBlion,
substantially all of which expire within approxireft twelve months. The letters of credit relateriily to
insurance, environmental and other activities.

The Company has agreements to supply alumina tparathase aluminum from Anglesey, a 49%-owned
aluminum smelter in Holyhead, Wales. Both the ahargales agreement and primary aluminum purchaseragn
are tied to primary aluminum prices.

The Company, in March 2005, announced the impleatient of the new salaried and hourly defined
contribution savings plans. The salaried plan wgdémented retroactive to January 1, 2004 and doelyhplan
was implemented retroactive to May 31, 2004.

Pursuant to the terms of the new defined contrilousiavings plan, KACC will be required to make ainu
contributions into the Steelworkers Pension Trusth® basis of one dollar per USWA employee houtke at twe
facilities. KACC will also be required to make cohtitions to a defined contribution savings plandotive USWA
employees that will range from eight hundred dsliartwenty-four hundred dollars per employee pary
depending on the employee’s age. Similar definedritiution savings plans have been establisheddarUSWA
hourly employees subject to collective bargainiggeaments. The Company currently estimates thatibations tc
all such plans will range from $3.0 million to $6rGllion per year.

The new defined contribution savings plan for sathemployees provides for a match of certain doutions
made by such employees plus a contribution of betvg8 and 10% of their salary depending on thedraagl yeal
of service.
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The amount related to the retroactive implementadiothe defined contribution savings plans ($5ilion)
was paid in July 2005.

In September 2005, the Company and the USWA ametheecbllective bargaining agreement entered into
during the second quarter of 2005 to provide, anathgr things, for the Company to contribute pepleyee
amounts to the Steelworkers’ Pension Trust totadipgroximately $.9. The amendment was approveti&Lburt
and such amount was recorded in the fourth quaft2®05. This amount was paid in the first quaofe?006.

As a replacement for the Company’s current posénetent benefit plans, the Company agreed to canéib
certain amounts to one or more VEBAs. Such contidibsg are to include:

» An amount not to exceed $36.0 million and payablemergence from the Chapter 11 proceedings sodsng
the Company'’s liquidity (i.e. cash plus borrowingability) is at least $50.0 million after consithg such
payments. To the extent that less than the full®&dllion is paid and the Company’s interests mghesey
are subsequently sold, a portion of such salesspds; in certain circumstances, will be used totpay
shortfall.

» On an annual basis, 10% of the first $20.0 millidmnnual cash flow, as defined, plus 20% of ancaah
flow, as defined, in excess of $20.0 million. Sacimual payments shall not exceed $20.0 millionwificalso
be limited (with no carryover to future years) he extent that the payments do not cause the Corigpan
liquidity to be less than $50.0 millio

» Advances of $3.1 million in June 2004 and $1.9iomllper month thereafter until the Company emefgesa
the Cases. Any advances made pursuant to suchmagmewill constitute a credit toward the $36.0 roill
maximum contribution due upon emerger

On June 1, 2004, the Court approved an order makimggreements regarding pension and postretitemen
medical benefits effective on June 1, 2004 notwathding that the Intercompany Agreement was netcéffe as of
that date. In October 2004, the Company enter@dantamendment to the USWA agreement, which waoaeg
by the Court in February 2005. As provided in theeadment, the Company will pay an additional cbution of
$1.0 million in excess of the originally agreedb®6.0 million contribution described above, whichaunt was pair
in March 2005. Under the terms of the amended ageag the Company is required to continue to mhke t
monthly VEBA contributions as long as it remaingihapter 11, even if the sum of such monthly paymexrceeds
the $37.0 million maximum amount discussed above: sonthly amounts paid during the Chapter 11 msde
excess of the $37.0 million limit will offset futeivariable contribution requirements post emergeviE®BA-related
payments through December 31, 2005 totaled appairign$38.3 million.

As a part of the September 2005 agreement witluBM/A discussed above, which was approved by thetCou
in October 2005, KACC has also agreed to providenades of up to $8.5 million to the VEBA during tirst two
years after emergence from the Cases, if requéstéte VEBA and subject to certain specified candi. Any
such advances would accrue interest at a markeetirat would first reduce any required annual végiab
contributions. Any advanced amounts in excessafired variable contributions would, at KACC's aptj be
repayable to KACC in cash, shares of new commorksibthe emerging entity or a combination thereof.

In connection with the sale of the Gramercy fagiéihd KIBC, the Company indemnified the buyer again
losses suffered by the buyer that result from aepdhes of certain seller representations and wtgsaup to
$5.0 million, which amount has been recorded imirm liabilities in the accompanying financigtsments. The
indemnity expires in October 2006. A claim for fa# amount of the indemnity has been made. Sucbuanis
fully accrued in the accompanying consolidated medasheet.

During August 2005, the Company placed orders éotain equipment, furnaces, and/or services inthoe
augment the Company’s heat treat and aerospacbilitgaat the Spokane, Washington facility inpest of which
the Company became obligated for costs in the ran&5.0 million. Approximately $17.0 million ofish costs
were incurred in 2005. The balance will likely beurred in 2006 and 2007, with the majority of saobkts being
incurred in 2006.

During the latter half of 2005, the Company entérgd certain conditional settlement agreement wisurers
under which the insurers agreed (in aggregateayoapproximately $362.0 million in respect of
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substantially all coverage under certain policiagiig a combined face value of approximately $443ilon. The
settlements, which were approved by the Court, Isaveral conditions, including a legislative cogéncy and are
only payable to the trust(s) being set up undekthiser Aluminum Amended Plan upon emergence. @hefs
insurers paid approximately $137.0 million intoegparate escrow account in November 2005. If the gamy does
not emerge, the agreement is null and void anduthés (along with any interest that has accumu)ateitibe
returned to the insurers. During December 2005Cthm@pany entered into additional conditional insgea
settlement agreements with an insurer under wihiehirtsurer agreed to pay approximately $13.0 milliorespect
of substantially all coverage under certain po$idiaving a combined face value of approximately.Ghillion. The
conditional terms and structures of these additiageeements were substantially the same as thogésl terms of
the earlier agreements except that certain ofetteement payments would be made to the appligadaisonal injun
trust over time rather than in a lump sum (for eglanassuming, among other things, an emergenearin to mid
2006, annual payments of approximately $2.1 miliiayuld be from 2006 through 2011). The additioraiditional
insurance settlement is subject to Court approvd) similar to the previous agreements, is nullamid if the
Company does not emerge from Chapter 11 pursudhétterms of the Kaiser Aluminum Amended Plan.

During March 2006, the Company reached a conditisetilement agreement with another group of insure
under which the insurers would pay approximately.@6énillion in respect of certain policies havinganbined
face value of approximately $80.0 million. The citiothal settlement, which has similar terms andditons to the
other conditional settlement agreement discussedealis still pending Court approval. Negotiatiavigh other
insurers continue.

At emergence from Chapter 11, KACC will have to payptherwise provide for a material amount of migi
Such claims include accrued but unpaid professife®e, priority pension, tax and environmentalrogisecured
claims, and certain post-petition obligations (edlively, “Exit Costs”). The Company currently estites that its
Exit Costs will be in the range of $60.0 million$80.0 million. KACC expects to fund such Exit Coasing the
proceeds to be received under the Intercompanyehgeat together with existing cash resources anewarg
availability under the Exit Financing facilitiesathare expected to replace the DIP Facility.

ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

The Company’s operating results are sensitive &mgas in the prices of alumina, primary aluminund a
fabricated aluminum products, and also dependsigraficant degree upon the volume and mix of afiqucts sold.
As discussed more fully in Notes 2 and 12 of NadeSonsolidated Financial Statements, KACC histdiychas
utilized hedging transactions to lock-in a spedifpgice or range of prices for certain productsclht sells or
consumes in its production process and to mitif#€C’s exposure to changes in foreign currency excje rates.

Sensitivity

Primary Aluminum. KACC's share of primary aluminum production frénglesey is approximately
150 million pounds annually. Because KACC purchadesiina for Anglesey at prices linked to primalyrainum
prices, only a portion of the Company’s net revenagsociated with Anglesey are exposed to prike Tise
Company estimates the net portion of its sharengflésey production exposed to primary aluminumeprisk to be
approximately 100 million pounds annually.

As stated above, the Company'’s pricing of fabridatleiminum products is generally intended to latlei
conversion margin (representing the value added tre fabrication process(es)) and to pass meta psk on to
its customers. However, in certain instances the@my does enter into firm price arrangementsutisnstances,
the Company does have price risk on its anticipptedary aluminum purchase in respect of the custtsrorder.
Total fabricated products shipments during 2008428nd 2005 for which the Company had price riskew
millions of pounds) 97.6, 119.0 and 155.0, respebti

During the last three years, the Company’s net sxgmto primary aluminum price risk at Anglesey
substantially offset or roughly equaled the volushéabricated products shipments with underlyingnary
aluminum price risk. As such, the Company consiiteraccess to Anglesey production overall to Beadural”
hedge against any fabricated products firm metakpisk. However, since the volume of fabricateddoicts
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shipped under firm prices may not match up on athxtmmonth basis with expected Anglesey-relatéchary
aluminum shipments, the Company may use third geetiging instruments to eliminate any net remaipinighary
aluminum price exposure existing at any time.

At December 31, 2005, the fabricated products lassiteld contracts for the delivery of fabricatiearénum
products that have the effect of creating prick ois anticipated primary aluminum purchases fortéeod 2006 —
2009 totaling approximately (in millions of pound2006: 123.0, 2007: 79.0, 2008: 56.0, and 20@90.4

Foreign Currency. KACC from time to time will enter into forward elkange contracts to hedge material cash
commitments for foreign currencies. After considgrihe completed sales of the Company’s commoditiesests,
KACC's primary foreign exchange exposure is the l&agy-related commitment that the Company fundsrzat
Britain Pound Sterling (“GBP”). The Company estiggathat, before consideration of any hedging atijia
US $0.01 increase (decrease) in the value of the @Bults in an approximate $.5 million (decreas&’ease in the
Company’s annual pre-tax operating income.

Energy. KACC is exposed to energy price risk from fluding prices for natural gas. The Company estimates
that each $1.00 change in natural gas prices (p8rimpacts the Company’s annual pre-tax operatisglts by
approximately $4.0 million.

KACC from time to time in the ordinary course ofsmess enters into hedging transactions with n&jpplier:
of energy and energy-related financial investmefssof December 31, 2005, there were no outstaneiegygy-
related derivative contracts.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
(DEBTOR-IN-POSSESSION)

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsimeets of Kaiser Aluminum Corporation
(Debtor-In-Possession and subsidiary of MAXXAM Inand subsidiaries as of December 31, 2005 and, 2004
the related consolidated statements of income)(lstsckholders’ equity (deficit) and comprehensiveome (loss)
and cash flows for each of the three years in gt®od ended December 31, 2005. These financiarsttts are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on the finahstatements
based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighargo
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. The Company is not required t@hasr were
we engaged to perform, an audit of its internalticdrover financial reporting. Our audit includeoinsideration of
internal control over financial reporting as a kdsr designing audit procedures that are apprtgpiiethe
circumstances but not for the purpose of expresamgpinion on the effectiveness of the Compamytarnal
control over financial reporting. Accordingly, wepgess no such opinion. An audit also includes éxeng, on a
test basis, evidence supporting the amounts antbdiges in the financial statements, assessingdbeunting
principles used and significant estimates made dgagement, as well as evaluating the overall filgdustatement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, tinaricial
position of Kaiser Aluminum Corporation and subaiidis as of December 31, 2005 and 2004, and théged
their operations and their cash flows for eacthefthree years in the period ended December 35, 200
conformity with accounting principles generally apted in the United States of America.

As discussed in Note 1, the Company and its whmliped subsidiary, Kaiser Aluminum & Chemical
Corporation (“*KACC"), and certain of KACC'’s subsidlies have filed for reorganization under Chapfeofithe
Federal Bankruptcy Code. The accompanying condelid@nancial statements do not purport to reftegbrovide
for the consequences of the bankruptcy proceedingmrticular, such financial statements do napptt to show
(a) as to assets, their realizable value on adation basis or their availability to satisfy liaties; (b) as to pre-
petition liabilities, the amounts that may be akalfor claims or contingencies, or the status aratify thereof;
(c) as to stockholder accounts, the effect of dranges that may be made in the capitalizationeftbmpany; or
(d) as to operations, the effect of any changesnizgy be made in its business.

As discussed in Note 2, in 2005, the Company adibie provisions of Financial Accounting Standasdsird
(FASB) Interpretation No. 47, “Accounting for Cotidnal Asset Retirement Obligations — an interptietaof
FASB Statement No. 143", effective December 31,5200

The accompanying consolidated financial statemigsnge been prepared assuming that the Company will
continue as a going concern. As discussed in Notesl 2, the action of filing for reorganizationden Chapter 11
of the Federal Bankruptcy Code, losses from opmratand stockholders’ capital deficiency raise &uti&l doubt
about the Company'’s ability to continue as a gaiogcern. Management’s plans concerning these matteralso
discussed in Note 1. The financial statements danctude adjustments that might result from thé&come of this
uncertainty.

/s/ DELOITTE & TOUCHE LLP
Costa Mesa, California

March 30, 2006
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CONSOLIDATED BALANCE SHEETS

ASSETS
Current asset:
Cash and cash equivalel
Receivables

Trade, less allowance for doubtful receivables29%nd $6.¢

Due from affiliate
Other
Inventories
Prepaid expenses and other current a:
Discontinued operatio’ current assel
Total current asse
Investments in and advances to unconsolidate deaé
Property, plant, and equipme— net
Restricted proceeds from sale of commodity intst
Personal injur-related insurance recoveries receiv
Goodwill
Other asset
Discontinued operatio’ long-term asset

Total

LIABILITIES AND STOCKHOLDERS ' EQUITY (DEFICIT)

Liabilities not subject to compromi—

Current liabilities:
Accounts payabl
Accrued interes
Accrued salaries, wages, and related expe
Other accrued liabilitie
Payable to affiliate
Long-term deb— current portior
Discontinued operatio’ current liabilities
Total current liabilities

Long-term liabilities

Long-term debt

Discontinued operatio’ liabilities (liabilities subject to compromis

Liabilities subject to compromis
Minority interests
Commitments and contingenci
Stockholder' equity (deficit):

Common stock, par value $.01, authorized 125,0@sb@res; issued and outstandin

79,671,531 and 79,680,645 she

Additional capital

Accumulated defici

Accumulated other comprehensive income (i
Total stockholder equity (deficit)
Total

December 31,

2005

2004

(In millions of dollars,
except share amounts)

$ 49F $ 554
94.¢ 97.4

— 8.0

6. 5.6

115. 105.:
21.C 19.€

— 30.€

287.: 321.¢
12.€ 16.7
223. 214.¢€

— 280.¢

965. 967.(
11. 11.4
38.7 31.1

— 38.
$1,538.¢ $1,882.
$ 514 $ 51E
1. 9

42.( 48.¢
55.2 73.7
14.€ 14.7

1.1 1.2

2.1 57.7
167.¢ 248.¢
42.( 32.¢

1.2 2.8

68.E 26.4
279. 311.(
4,400..  3,954.¢
7 7

8 8

538.( 538.(
(38,6715 (2,917.9
(8.9) (5.5)
(3,415 (2,384.)
$1,538.¢ $1,882.

The accompanying notes to consolidated financééstents are an integral part of these statements.
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Year Ended December 31,
2005 2004 2003
(In millions of dollars, except share
and per share amounts)

Net sales $1,089.. $ 942¢ §$ 710.C
Costs and expense
Cost of products sol 951.1 852.2 681.2
Depreciation and amortizatic 19.¢ 22.% 25.7
Selling, administrative, research and developraemd, genere 50.¢ 92.c 92.8
Other operating charges, r 8.C 793.2 141.¢
Total costs and expens 1,029.¢ 1,760.( 941.(
Operating income (lost 59.¢ (817.€)  (230.9

Other income (expense
Interest expense (excluding unrecorded contraattedest expense of $95.0

in 2005, 2004 and 200: (5.2 9.5 (9.7
Reorganization item (1,162.) (39.0 (27.0
Other— net (2.4 4.2 (5.2

Loss before income taxes and discontinued opes (1,109.9 (861.9) (272.])
Provision for income taxe (2.8 (6.2) (1.5)
Loss from continuing operatiol (1,112.) (868.1) (273.6

Discontinued operation:
Loss from discontinued operations, net of incomesaincluding minority

interests (2.5 (5.9 (5149
Gain from sale of commodity interes 366.2 126.€ —
Income (loss) from discontinued operatic 363.1 121.% (514.7)
Cumulative effect on years prior to 2005 of adagptecounting for conditional
asset retirement obligatio (4.7) — —
Net loss $ (753.7) $ (746.¢) $(788.9
Earnings (loss) per sha— Basic/Diluted:
Loss from continuing operatiol $ (13.9%) $ (1089 $ (3.4)
Income (loss) from discontinued operatic $ 457 $ 15z $ (6.42
Loss from cumulative effect on years prior to 2@®%dopting accounting fc
conditional asset retirement obligatic $ (00 $ — & —
Net loss $ (946 $ (930 $ (9.8
Weighted average shares outstanding (C
Basic/Diluted 79,67¢ 79,81t 80,17

The accompanying notes to consolidated financédéstents are an integral part of these statements.
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BALANCE, December 31, 200
Net loss
Minimum pension liability adjustmel
Unrealized net decrease in value of derivative
instruments arising during the ye
Reclassification adjustment for net realized gains
derivative instruments included in net Ic

Comprehensive income (los
Restricted stock cancellatio
Restricted stock accretic

BALANCE, December 31, 200
Net loss
Minimum pension liability adjustmel
Unrealized net increase in value of derivative
instruments arising during the ye
Reclassification adjustment for net realized losse:
derivative instruments included in net Ic
Comprehensive income (los
Restricted stock cancellatio
BALANCE, December 31, 200
Net loss
Minimum pension liability adjustmel
Unrealized net decrease in value of derivative
instruments arising during the ye
Reclassification adjustment for net realized logses
derivative instruments included in net Ic
Comprehensive income (los
BALANCE, December 31, 200

Accumulated

Other
Comprehensive
Common Additional Accumulated Income
Stock Capital Deficit (Loss) Total
(In millions of dollars)
$ 8 $ 539.¢ $ (1,382 %  (243.9 $(1,085.¢
— — (788.7) —  (788.9)
— — — 138.¢ 138.€
— — — (1.€) (1.6)
— — — (1.0) (1.0
(652.7)
— (1.0) — — (1.0)
— 2 — — .2
8 5391 (2,170.) (107.9 (1,738.)
— — (746.5) —  (746.9
— — — 97.¢ 97.¢
— — — 2.1 2.1
— — — 2.4 2.4
(644.9)
— (1.1) — — (1.1)
8 538 (2,917.) (5.5) (2,384.)
- - (753.7) —  (753.)
— — — (3.2) (3.2)
— — — (:3) (-3
— — — 2 2
(757.0)
$ 8 $ 538.($ (3671.)% (8.6) $(3,141.0)

The accompanying notes to consolidated financédéstents are an integral part of these statements.
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Cash flows from operating activitie
Net loss
Less net income (loss) from discontinued operat

Net loss from continuing operations, including Iégsn cumulative effect of adopting change in actng

in 2005
Adjustments to reconcile net loss from continuipgm@tions to net cash used by continuing opera
Non-cash charges in reorganization items in 2005 aheratperating charges in 2004 and 2
Depreciation and amortization (including deferrigdificing costs of $4.4, $5.8 and $4.7, respecth\
Loss from cumulative effect on years prior to 2@d%Bdopting accounting for conditional asset
retirement obligation
Gains— sale of real estate in 2005; sale of Tacoma fggii2003
Equity in (income) loss of unconsolidated affilist@et of distribution
Decrease (increase) in trade and other receivi
(Increase) decrease in inventories, excluding L#eflistments and other r-cash operating iten
(Increase) decrease in prepaid expenses and atirentasset
(Decrease) increase in accounts payable and aciriseds!
(Decrease) increase in other accrued liabil
Increase in payable to affiliat
(Decrease) increase in accrued and deferred intaxes
Net cash impact of changes in l-term assets and liabilitie
Net cash provided (used) by discontinued opera:
Other

Net cash provided (used) by operating activi

Cash flows from investing activitie
Capital expenditure
Net proceeds from dispositions: real estate in 2084 estate and equipment in 2004, primarily izago
facility and interests in office building complex 2003
Net cash provided (used) by discontinued operatiprisarily proceeds from sale of commodity intésaa
2005 and 2004 and Alp«related capital expenditures in 2C
Net cash provided by investing activiti
Cash flows from financing activitie
Financing costs, primarily DIP Facility relat
Repayment of det
Increase in restricted ca
Net cash used by discontinued operations: primardyease in restricted cash in 2005 and incraase i
restricted cash and payment of Alpart CARIFA lo&$b4.6 in 200<
Net cash used by financing activiti
Net (decrease) increase in cash and cash equisaerihg the yee
Cash and cash equivalents at beginning of
Cash and cash equivalents at end of

Supplemental disclosure of cash flow informati
Interest paid, net of capitalized interest of %4, and $.:
Less interest paid by discontinued operationspheapitalized interest of $.9 in 20!

Income taxes pai
Less income taxes paid by discontinued operai

Year Ended December 31

2005

2004

2003

(In millions of dollars)

$ (753.7) $(746.9 $(788.9)
3630 1210 (514.)
(1,117.9 (868.) (273.6)
1,131.f 805  161.
24.2 28.1 30.2
4.7 — —

(2) — @149

1.5 (4.0) 1.

93 (305 (13.9)
(9.4 (245 107

— 8 3.1
(2.4  16. 8.1
(15.0  (18.9) 9.8

1 3.3 2

(4.3) 1.7 (4.1)
(25.0 (115 274
17.¢ 64.0  (29.9)
1.3 (4 (4.0
6.  (38.0 (86.9
(31.0 (7.6 (89

9 2.3 83.C
4014 3563  (25.0
3717 351 49.1
@) (24 @)
(1.7) — —
(1.5 — —
(387.9) (291.) —
(394.) (293.5)  (4.0)
(59  19.¢  (4L9
55.4 35. 77.4

$ 49EF $ 552/ $ 35F
$ 7 $ 38 $ 4AC
— 9 (12

$ 7 $ 2¢ $ 28
$ 222 $ 107 $ 461
(18.9 (10.) (419

$ 34 $ — $ 4f

The accompanying notes to consolidated financééstients are an integral part of these statements.
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(In millions of dollars, except share amounts)

1. Reorganization Proceedings

Background. Kaiser Aluminum Corporation (“Kaiser”, “KAC” or tht&Company”), its wholly owned
subsidiary, Kaiser Aluminum & Chemical Corporati@ACC"), and 24 of KACC's subsidiaries filed sefzée
voluntary petitions in the United States BankrupBmyurt for the District of Delaware (the “Court9if
reorganization under Chapter 11 of the United StBenkruptcy Code (the “Code’the Company, KACC and 15
KACC's subsidiaries (the “Original Debtors”) filed the first quarter of 2002 and nine additional ®@
subsidiaries (the “Additional Debtors”) filed inglirst quarter of 2003. In December 2005, fouthaf KACC
subsidiaries were dissolved pursuant to two sepaans of liquidation as more fully discussed beldhe
Company, KACC and the remaining 20 KACC subsididentinue to manage their businesses in the oxdina
course as debtors-in-possession subject to theat@mtd administration of the Court. The Originaglidors and
Additional Debtors are collectively referred to éieras the “Debtors” and the Chapter 11 proceedifigizese
entities are collectively referred to herein as‘tBases” and the Company, KACC and the remaining2CC
subsidiaries are collectively referred to hereith@s“Reorganizing Debtors.” For purposes of thep&t, the term
“Filing Date” means, with respect to any particuebtor, the date on which such Debtor filed its€aone of
KACC'’s non-U.S. joint ventures were included in tbases.

During the first quarter of 2002, the Original Detst filed separate voluntary petitions for reorgation. The
wholly owned subsidiaries of KACC included in sditimgs were: Kaiser Bellwood Corporation (“Bellwdd,
Kaiser Aluminium International, Inc. (“KAII"), Kaisr Aluminum Technical Services, Inc. (“KATSI"), Kear
Alumina Australia Corporation (“KAAC") (and its wiilyg owned subsidiary, Kaiser Finance CorporatioiKC"))
and ten other entities with limited balances oivéats.

The Original Debtors found it necessary to file @eses primarily because of liquidity and cash fipablems
of the Company and its subsidiaries that arosat?n2001 and early 2002. The Company was facingfiignt near-
term debt maturities at a time of unusually weakrahum industry business conditions, depressedialumprices
and a broad economic slowdown that was furtherexkated by the events of September 11, 2001. litiaaidthe
Company had become increasingly burdened by asbisgation and growing legacy obligations forire¢
medical and pension costs. The confluence of tfeaters created the prospect of continuing opegdtinses and
negative cash flows, resulting in lower creditmgs and an inability to access the capital markets.

On January 14, 2003, the Additional Debtors filedarate voluntary petitions for reorganization. Wmlly
owned subsidiaries included in such filings weraidér Bauxite Company (“KBC"), Kaiser Jamaica Cogpion
(“KJC™), Alpart Jamaica Inc. (“AJI"), Kaiser Alumiim & Chemical of Canada Limited (“KACOCL”") and five
other entities with limited balances or activiti@ésicillary proceedings in respect of KACOCL and t@dditional
Debtors were also commenced in Canada simultaneaitsl the January 14, 2003 filings.

The Cases filed by the Additional Debtors were c@noed, among other reasons, to protect the assdtby
these Debtors against possible statutory liensntligiit have arisen and been enforced by the PeBsagefit
Guaranty Corporation (“PBGC”) primarily as a resaflthe Company’s failure to meet a $17.0 accederéinding
requirement to its salaried employee retiremem plalanuary 2003 (see Note 9 for additional infation regardin
the accelerated funding requirement). The filinghaf Cases by the Additional Debtors had no impadhe
Company'’s day-to-day operations.

The outstanding principal of, and accrued inteoestall debt of the Debtors became immediately aha
payable upon commencement of the Cases. Howewevait majority of the claims in existence at thmg Date
(including claims for principal and accrued intérasd substantially all legal proceedings) areetiagleferred)
during the pendency of the Cases. In connection tlig filing of the Debtors’ Cases, the Court, upastion by the
Debtors, authorized the Debtors to pay or otherlwig®or certain unsecured pre- Filing Date claimsluding
employee wages and benefits and customer claitteiordinary course of business, subject to celitaitations
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and to continue using the Company’s existing caahagement systems. The Reorganizing Debtors alsotha
right to assume or reject executory contracts iexjgirior to the Filing Date, subject to Court apyal and certain
other limitations. In this context, “assumption” ams that the Reorganizing Debtors agree to perfoein
obligations and cure certain existing defaults uraeexecutory contract and “rejection” means that
Reorganizing Debtors are relieved from their olilayss to perform further under an executory coriteax are
subject only to a claim for damages for the brehehneof. Any claim for damages resulting from tagction of a
pre-Filing Date executory contract is treated gemeral unsecured claim in the Cases.

Case Administration.Generally, pre-Filing Date claims, including cemtabntingent or unliquidated claims,
against the Debtors will fall into two categorisscured and unsecured. Under the Code, a creditaiis is treated
as secured only to the extent of the value of tiateral securing such claim, with the balancswfh claim being
treated as unsecured. Unsecured and partially sgclaims do not accrue interest after the FilirmgeD A fully
secured claim, however, does accrue interest thfteFiling Date until the amount due and owinghte secured
creditor, including interest accrued after therfglDate, is equal to the value of the collateralisag such claim.
The bar dates (established by the Court) by whattidrs of pre-Filing Date claims against the Deb{other than
asbestos-related personal injury claims) couldtfilgr claims have passed. Any holder of a claiat thas required
to file such claim by such bar date and did nosdanay be barred from asserting such claim agamsof the
Debtors and, accordingly, may not be able to pgste in any distribution in any of the Cases ocoant of such
claim. The Company has not yet completed its amabfsall of the proofs of claim to determine thealidity.
However, during the course of the Cases, certattensan respect of the claims have been resoMederial
provisions in respect of claim settlements areudet! in the accompanying financial statements amdudly
disclosed elsewhere herein. The bar dates do byt spasbestos-related personal injury claimswfich no bar
date has been set.

Two creditors’ committees, one representing theaased creditors (the “UCC”) and the other représgrthe
asbestos claimants (the “ACC"), have been appoiaseafficial committees in the Cases and, in acaed with the
provisions of the Code, have the right to be heardll matters that come before the Court. In Au@@€3, the
Court approved the appointment of a committee lairigal retirees (the “1114 Committee” and, togethigh the
UCC and the ACC, the “Committees”) with whom thebies negotiated necessary changes, including the
modification or termination, of certain retiree kéits (such as medical and insurance) under SetftidAa of the
Code. The Committees, together with the Court-aptpdilegal representatives for (a) potential fuaskestos
claimants (the “Asbestos Futures’ Representatigad (b) potential future silica and coal tar pitcitatile claimants
(the “Silica/CTPV Futures’ Representative” and lectively with the Asbestos Futures” Representatilie
“Futures’ Representativesave played and will continue to play importanesoin the Cases and in the negotis
of the terms of any plan or plans of reorganizatidme Debtors are required to bear certain costeapenses for
the Committees and the Futures’ Representativelidimg those of their counsel and other advisors.

Commodity-related and Inactive SubsidiarieAs previously disclosed, the Company generatedast
proceeds of approximately $686.8 from the salésohierests in and related to Queensland Aluminated
(“QAL") and Alumina Partners of Jamaica (“Alpart”fThe Company'’s interests in and related to QAL wawvaed
by KAAC and KFC. The Company’s interests in anéted to Alpart were owned by AJl and KJC. Throughou
2005, the proceeds were being held in separatevesarcounts pending distribution to the creditdrddl, KJC,
KAAC and KFC (collectively the “Liquidating Subsaties”) pursuant to certain liquidating plans.

During November 2004, the Liquidating Subsidiafies] separate joint plans of liquidation and retht
disclosure statements with the Court. Such planygther with the disclosure statements and all dments filed
thereto, are referred to as the “Liquidating Pfalsgeneral, the Liquidating Plans provided foe thast majority of
the net sale proceeds to be distributed to the PB@ICthe holders of KACC's @ 8% and 10/ 8% Senior Notes
(the “Senior Notes”) and claims with priority statu
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As previously disclosed in 2004, a group of holdéns “Sub Note Group”) of KACC's 12/ 4% Senior
Subordinated Notes (the “Sub Notes”) formed an ficiaf committee to represent all holders of Sultéécand
retained its own legal counsel. The Sub Note Gemgerted that the Sub Note holders’ claims ag#iastubsidiary
guarantors (and in particular the Liquidating Sdlasies) may not, as a technical matter, be cotuadly
subordinated to the claims of the holders of thei@eNotes against the subsidiary guarantors (tholy AJl, KJC,
KAAC and KFC). A separate group that holds both Sigltes and Senior Notes made a similar assertigralbo,
maintained that a portion of the claims of hold&rSenior Notes against the subsidiary guaranterew
contractually senior to the claims of holders ob $iotes against the subsidiary guarantors. Theteffesuch
positions, if ultimately sustained, would be tHa holders of Sub Notes would be on a par witleraiortion of the
holders of the Senior Notes in respect of procéeuis sales of the Company’s interests in and rdl&dehe
Liguidating Subsidiaries.

The Court ultimately approved the disclosure stetesrelated to the Liquidating Plans in Febru@§3 In
April 2005, voting results on the Liquidating Plamsre filed with the Court by the Debtors’ claingeat. Based on
these results, the Court determined that a sufficielume of creditors (in number and amount) hatke to accept
the Liquidating Plans to permit confirmation prodiegs with respect to the Liquidating Plans to gavard even
though the filing by the claims agent also indidatteat holders of the Sub Notes, as a group, vodédo accept the
Liguidating Plans. Accordingly, the Court conducteseries of evidentiary hearings to determineatloeation of
distributions among holders of the Senior NotesthedSub Notes. In connection with those proceeditite Court
also determined that there could be an allocatiche Parish of St. James, State of LouisianadS@hste Revenue
Bonds (the “Revenue Bonds”) of up to $8.0 and ralgdinst the position asserted by the separatedhat holds
both Senior Notes and the Sub Notes.

On December 20, 2005, the Court confirmed the ldgting Plans (subject to certain modifications).shant
to the Courts order, the Liquidating Subsidiaries were autleatito make partial cash distributions to certaithefr
creditors, while reserving sufficient amounts fotufre distributions until the Court resolved thattactual
subordination dispute among the creditors of tlsetsidiaries and for the payment of administragind priority
claims and trust expenses. The Caurtlling did not resolve the dispute between thddrs of the Senior Notes a
the holders of the Sub Notes (more fully describeldw) regarding their respective entitlement tdaia of the
proceeds from sale of interests by the LiquidaBodsidiaries (the “Senior Note-Sub Note Disputefgwever, as a
result of the Court’s approval, all restricted caslother assets held on behalf of or by the Ligtiidy Subsidiaries
were transferred to a trustee in accordance wettaims of the Liquidating Plans. The trustee was tauthorized 1
make partial cash distributions after setting asigificient reserves for amounts subject to thei@d¥iote-Sub
Note Dispute (approximately $213.0) and for therpaegt of administrative and priority claims and trespense
(approximately $40.0). After such reserves, theigladistribution totaled approximately $430.0,vafich, pursuant
to the Liquidating Plans, approximately $196.0 wagl to the PBGC and $202.0 amount was paid tadenture
trustees for the Senior Notes for subsequent ligtdn to the holders of the Senior Notes. Of #graining partial
distribution, approximately $21.0 was paid to KA@ad $11.0 was paid to the PBGC on behalf of KAC&ti&l
distributions were made in late December 2005 endpnnection with the effectiveness of the Liquidg Plans,
the Liquidating Subsidiaries were deemed to beotlissl and took the actions necessary to dissolddaerminate
their corporate existence.

On December 22, 2005, the Court issued a decisicnrinection with the Senior Note-Sub Note Dispute,
finding in favor of the Senior Notes. On January 2006, the Court held a hearing on a motion byirtdenture
trustee for the Sub Notes to stay distributionhef @mounts reserved under the Liquidating Plansspect of the
Senior Note-Sub Note Dispute pending appeals peof the Court’s December 22, 2005 decisionttiaiSub
Notes were contractually subordinate to the Sedaies in regard to certain subsidiary guarantaastigularly the
Liguidating Subsidiaries) and that certain partiese not due certain reimbursements. An agreemastreached at
the hearing and subsequently approved by Court aimted March 7, 2006, authorizing the trusteddtridute the
amounts reserved to the indenture trustees faBéméor Notes and further authorize the indentwstées to
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make distributions to holders of the Senior Notédevsuch appeals proceed, in each case subjéut terms and
conditions stated in the order.

Based on the objections and pleadings filed bySile Note Group and the group that holds Sub Naotdgle
Senior Notes and the assumptions and estimateswipich the Liquidating Plans are based, if the brddbf Sub
Notes were ultimately to prevail on their appelad Liquidating Plans indicated that it is possibiat the holders ¢
the Sub Notes could receive between approxima@lydband approximately $215.0 depending on whetteSub
Notes were determined to rank on par with a pontioall of the Senior Notes. Conversely, if thedess of the
Senior Notes prevail on appeal, then the holdetbeSub Notes will receive no distributions undiguidating
Plans. The Company believes that the intent ofrttientures in respect of the Senior Notes and tieN®tes was 1
subordinate the claims of the Sub Note holderggpect of the subsidiary guarantors (includingLilyeiidating
Subsidiaries) and that the Court’s ruling on Decen#®, 2005, was correct. The Company cannot prdthavever,
the ultimate resolution of the matters raised leySub Note Group, or the other group, on appeanveimy such
resolution will occur, or what impact any such taton may have on the Company, the Cases or bligtans to
affected note holders.

The distributions in respect of the Liquidatingialso settled substantially all amounts due betweACC
and the creditors of the Liquidating Subsidiariasspant to the Intercompany Settlement Agreemést (t
“Intercompany Agreement”) that went into affectHabruary 2005 other than certain payments of atem
minimum tax paid by the Company that it expectetmup from the liquidating trust for the KAAC aK&C joint
plan of liquidation (the “KAAC/KFC Plan”) during ¢hsecond half of 2006 in connection with a 2005r&dMrn (see
Note 8). The Intercompany Agreement also resolubdtsintially all pr- and post-petition intercompany claims
among the Debtors.

KBC is being dealt with in the KACC plan of reorggation as more fully discussed below.

Entities Containing the Fabricated Products and t@ar Other Operations. Under the Code, claims of
individual creditors must generally be satisfieahfrthe assets of the entity against which thatitmedas a lawful
claim. The claims against the entities containtmg Eabricated products and certain other operatiaus to be
resolved from the available assets of KACC, KACO@&hd Bellwood, which generally include the fabrézht
products plants and their working capital, ther@sés in and related to Anglesey Aluminium Limi{anglesey”)
and proceeds received by such entities from thaitlaing Subsidiaries under the Intercompany Agre@nSixtee
of the Reorganizing Debtors have no material ongjaictivities or operations and have no materiadtassr
liabilities other than intercompany claims (whickre resolved pursuant to the Intercompany Agreemeéhe
Company has previously disclosed that it believed it is likely that most of these entities wiltimately be
merged out of existence or dissolved in some manner

In June 2005, KAC, KACC, Bellwood and KACOCL anddf/KACC's subsidiaries (i.e., the Reorganizing
Debtors) filed a plan of reorganization and reladetlosure statement with the Court. Followingraerim filing in
August 2005, in September 2005, the Reorganizing@s filed amended plans of reorganization (asifisat] the
“Kaiser Aluminum Amended Plan”) and related amendisgdlosure statements (the “Kaiser Aluminum Amehde
Disclosure Statement”) with the Court. In Decemd@®5, with the consent of creditors and the CHBIC was
added to the Kaiser Aluminum Amended Plan.

The Kaiser Aluminum Amended Plan, in general (scitje the further conditions precedent as outlinekbw),
resolves substantially all pre-Filing Date liatidg of the Remaining Debtors under a single joiah pf
reorganization. In summary, the Kaiser Aluminum Awbed Plan provides for the following principal eksmts:

(a) All of the equity interests of existing stockthers of the Company would be cancelled without
consideration.
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(b) All post-petition and secured claims would eithe assumed by the emerging entity or paid at
emergence (see “Exit Cost” discussion below).

(c) Pursuant to agreements reached with salariédhanrly retirees in early 2004, in considerationthe
agreed cancellation of the retiree medical plamaee fully discussed in Note 9, KACC is makingtaar fixed
monthly payments into Voluntary Employee BenefigiAssociations (“VEBAS") until emergence and has
agreed thereafter to make certain variable ann&&8A/contributions depending on the emerging ergity’
operating results and financial liquidity. In adiolit, upon emergence the VEBASs are entitled to wecai
contribution of 66.9% of the new common stock & émerged entity.

(d) The PBGC will receive a cash payment of $2.& 8% of the new common stock of the emerged
entity in respect of its claims against KACOCL dddition, as described in (f) below, the PBGC valteive
shares of new common stock based on its direahslagainst the Remaining Debtors (other than KACPCL
and its participation, indirectly through the KAACG?C Plan in claims of KFC against KACC, which the
Company currently estimates will result in the PB@€Ceiving an additional 5.4% of the new commortlsiaf
the emerged entity (bringing the PBGC's total ovghg percentage of the new entity to approximatély%).
The $2.5 cash payment discussed above is in adddithe cash amounts the Company has alreadytimaid
PBGC (see Note 9) and that the PBGC has receiveavdiireceive from the Liquidating Subsidiariesden the
Liquidating Plans.

(e) Pursuant to an agreement reached in early 20Q%nding and future asbestos-related personali
claims, all pending and future silica and coalgiéch volatiles personal injury claims and all hiegrloss claim:
would be resolved through the formation of one orertrusts to which all such claims would be dieedby
channeling injunctions that would permanently remall liability for such claims from the Debtorsh& trusts
would be funded pursuant to statutory requiremantsagreements with representatives of the affquaetiks,
using (i) the Debtors’ insurance assets, (ii) $18.6ash from KACC, (iii) 100% of the equity in 8ACC
subsidiary whose sole asset will be a piece ofpegberty that produces modest rental income, afdhie new
common stock of the emerged entity to be issugzbagf) below in respect of approximately $830.0 of
intercompany claims of KFC against KACC that aréd¢oassigned to the trust, which the Company ctliyren
estimates will entitle the trusts to receive apprately 6.4% of the new common stock of the emerywdy.

(f) Other pre-petition general unsecured claimsregdhe Remaining Debtors (other than KACOCL) are
entitled to receive approximately 22.3% of the m@mmon stock of the emerging entity in the proporthat
their allowed claim bears to the total amount tdvakd claims. Claims that are expected to be withis group
include (i) any claims of the Senior Notes, the Sldbes and PBGC (other than the PBGC'’s claim agains
KACOCL), (ii) the approximate $830.0 of intercompatiaims that will be assigned to the personalrinjoust
(s) referred to in (e) above, and (iii) all unsexltrade and other general unsecured claims, imgud
approximately $276.0 of intercompany claims of K&gainst KACC. However, holders of general unsecured
claims not exceeding a specified small amountrgiteive a cash payment equal to approximately 2B#teir
agreed claim value in lieu of new common stockadnordance with the contractual subordination iownis of
the indenture governing the Sub Notes and terntiseo$ettlement between the holders of the Senites\and
the holders of the Revenue Bonds, the new comnuomk sir cash that would otherwise be distributeth&o
holders of the Sub Notes in respect of their claagainst the Debtors would instead be distributelibiders of
the Senior Notes and the Revenue Bonds on a @dasis based on the relative allowed amountsadaf th
claims.

The Kaiser Aluminum Amended Plan was accepted lbgladses of creditors entitled to vote on it amel t
Kaiser Aluminum Amended Plan was confirmed by tleen€on February 6, 2006. The confirmation ordenains
subject to motions for review and appeals filectcbgtain of KACC's insurers and must still be addpoe affirmed
by the United States District Court. Other sigrfit conditions to emergence include completiohefGompany’s

55




KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
(Debtor-in-Possession)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

exit financing, listing of the new common stocktbe NASDAQ stock market and formation of certairsts for the
benefit of different groups of torts claimants. grevided in the Kaiser Aluminum Amended Plan, otieeCourt’s
confirmation order is adopted or affirmed by thatgd States District Court, even if the affirmatiorder is
appealed, the Company can proceed to emerge lifrtfied States District Court does not stay its oeopting or
affirming the confirmation order and the key constits in the Chapter 11 proceedings agree. Asguthe
United States District Court adopts or affirms tleafirmation order, the Company believes that fiassible that it
will emerge before May 11, 2006. No assurancesheagiven that the Court’s confirmation order witimately be
adopted or affirmed by the United States Distriouf@ or that the transactions contemplated by thisét
Aluminum Amended Plan will ultimately be consumnehte

At emergence from Chapter 11, the Reorganizing @slwill have to pay or otherwise provide for a enl
amount of claims. Such claims include accrued bpeid professional fees, priority pension, tax andironmental
claims, secured claims, and certain post-petitidigations (collectively, “Exit Costs”). The Companurrently
estimates that its Exit Costs will be in the ran§845.0 to $60.0. The Company currently expecfsitd such Exit
Costs using existing cash resources and borrowiatgaility under an exit financing facility thatould replace the
current Post-Petition Credit Agreement (see Notéf Tlinding from existing cash resources and baing
availability under an exit financing facility aretsufficient to pay or otherwise provide for akiECosts, the
Company and KACC will not be able to emerge fronafitler 11 unless and until sufficient funding carobtained.
Management believes it will be able to successfidiolve any issues that may arise in respect ekdriinancing
facility or be able to negotiate a reasonable madtive. However, no assurance can be given irréigiard.

Financial Statement PresentatioriThe accompanying consolidated financial statemiggée been prepared in
accordance with American Institute of Certified fessional Accountants (“AICPA”) Statement of Pasit90-7
(“SOP 90-7"),Financial Reporting by Entities in Reorganizationdér the Bankruptcy Codeand on a going
concern basis, which contemplates the realizati@ssets and the liquidation of liabilities in tvainary course of
business. However, as a result of the Cases, satiation of assets and liquidation of liabilite® subject to a
significant number of uncertainties.

Upon emergence from the Cases, the Company exjpeapply “fresh start” accounting to its consolietht
financial statements as required by SOP 90-7. B&shaccounting is required if: (1) a debtor&bllities are
determined to be in excess of its assets and €2¢ thill be a greater than 50% change in the eauityership of th
entity. As previously disclosed, the Company expécith such circumstances to apply. As such, up@rgence,
the Company will restate its balance sheet to etlngateorganization value as determined in its (Seof
reorganization and approved by the Court. Additign#ems such as accumulated depreciation, actated deficil
and accumulated other comprehensive income (lodihaweset to zero. The Company will allocate the
reorganization value to its individual assets aalilities based on their estimated fair valuehatémergence date.
Typically such items as current liabilities, acctsureceivable, and cash will be reflected at vahieslar to those
reported prior to emergence. Items such as invgnpooperty, plant and equipment, long-term asaetslong-term
liabilities are more likely to be significantly agjted from amounts previously reported. Becaush fseart
accounting will be adopted at emergence and beazubke significance of liabilities subject to coromise (that
will be relieved upon emergence), comparisons betvibe current historical financial statements thiedfinancial
statements upon emergence may be difficult to make.
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Financial Information. Under SOP 90-7 disclosures are required to disisigiine balance sheet, income
statement and cash flows amounts in the consotidatancial statements between Debtors and nonddgbthe
vast majority of financial information included tihe consolidated financial statements relates toids. Condense
combined financial information of the non-debtobsidiaries included in the consolidated financtatements is set
forth below.

Condensed Consolidating Balance Sheets
December 31, 2005 and 2004

2005 2004
Current assel $2.2  $21
Intercompany receivables (payables), ne 4.C £

$6.2  $6.€
Liabilities not subject to compromi—

Current liabilities $3.¢  $3.2

Long-term liabilities 14 1.2
Stockholder' equity (deficit)(1) 1.C 2.2

$6.2  $6.€
(1) Intercompany receivables (payables), net and stidkhs’ equity (deficit) amounts are eliminated in
consolidation
Condensed Consolidating Statements of Income (Loss)
For the Year Ended December 31, 2005, 2004, and 300
2005 2004 2003
Costs and expens—

Operating costs and expen: $15 $ 5 § 7
Operating los! (1.5 (.5) (.7
All other income (expense), n 4 .6 2
Income tax and minority interes — — A
Equity in income of subsidiarie — — —
Income (loss) from continuing operatic 1.0 A (.9
Discontinued operations(. — (658.)) (32.0
Net loss $(1.1) $(58.0 $(32.9

(1) Nonr-debtor subsidiary activity in 2005 was nominal2004 and 2003, the combined non-debtor subsidiary
financial information included amounts attributedvialco Aluminum Company Limited (“Valco”) and Alpga
that were sold in 2004 (see Note
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Condensed Consolidating Statements of Cash Flows
For the Year Ended December 31, 2005, 2004, and 300

2005 2004 2003

Net cash provided (used) k
Operating activitie—
Continuing operation $(3) $ (2 $ (.7
Discontinued operations( — 18.C 27.2
(-3 17.¢ 26.€

Investing activities—
Continuing operation — — —
Discontinued operations( — (2.9 (26.5
— (2.9 (26.5)

Financing activitie—
Continuing operation — —
Discontinued operations( — (14.6€) —

— (14.6)
Net decrease in cash and cash equiva (.3 3 A1
Cash and cash equivalents, beginning of pe 4 1 —
Cash and cash equivalents, end of pe $1 $ 4 $ 42

(1) Non-debtor subsidiary activity in 2005 was nominal2004 and 2003, the combined non-debtor subsidiary
financial information included amounts attributedvalco Aluminum Company Limited (“Valco”) and Alga
that were sold in 2004 (see Note

Classification of Liabilities as “Liabilities Notubject to Compromise” Versus “Liabilities Subjeot t
Compromise.” Liabilities not subject to compromise include) ljabilities incurred after the Filing Date of the
Cases; (2) pre-Filing Date liabilities that the Rgmizing Debtors expect to pay in full, includipgority tax and
employee claims and certain environmental lial#itieven though certain of these amounts may npaidkeuntil a
plan of reorganization is approved; and (3) préngiDate liabilities that have been approved forrpent by the
Court and that the Reorganizing Debtors expecato(m advance of a plan of reorganization) overribxt twelve-
month period in the ordinary course of businesduiting certain employee related items (salariasation and
medical benefits), claims subject to a currentlisiixg collective bargaining agreement, and cenpaistretirement
medical and other costs associated with retirees.

Liabilities subject to compromise refer to all atlpee-Filing Date liabilities of the Reorganizingbtors. The
amounts of the various categories of liabilitieatthre subject to compromise are set forth beldwes& amounts
represent the Company’s estimates of known or (ielare-Filing Date claims that are likely to bsalved in
connection with the Cases. Such claims remain stutyjduture adjustments. Further, it is expected pursuant to
the Kaiser Aluminum Amended Plan, substantiallypadl-Filing Date claims will be settled at lessti®0% of
their face value and the equity interests of then@any’s stockholders will be cancelled without ddagation.
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The amounts subject to compromise at December(®5 and 2004 consisted of the following items:

December 31,

2005 2004

Accrued postretirement medical obligation (Not¢ $1,017.C  $1,042.:
Accrued asbestos and certain other personal itipilities (Note 11) 1,115.( 1,115.(
Assigned intercompany claims for benefit of ceriaieditors (see Reorganization Iltems

below) 1,131t —
Debt (Note 7' 847.¢ 847.¢
Accrued pension benefits (Note 626.2 625.7
Unfair labor practice settlement (Note : 175.C 175.C
Accounts payabl 29.¢ 29.¢
Accrued interes 447 47.F
Accrued environmental liabilities (Note 1 30.7 30.€
Other accrued liabilitie 37.2 41.€
Proceeds from sale of commodity intere (654.6) —

$4,400.0  $3,954.¢

(1) Other accrued liabilities include hearing lossrsiof $15.8 at December 31, 2005 and 2004 (see N9t

(2) The above amounts exclude $68.5 at December 35, &) $26.4 at December 31, 2004 of liabilitiegetitto
compromise related to discontinued operations.ifitiease between 2004 and 2005 primarily relates$¢2.1
claim settlement in the fourth quarter of 2005 (Set¢e 3). The balance of the amounts at Decemhe2@15
and 2004 were primarily accounts paya

The classification of liabilities “not subject tompromise” versus liabilities “subject to comproeafiiss based
on currently available information and analysis.ths Cases proceed and additional information aadais is
completed or, as the Court rules on relevant nmttee classification of amounts between thesecategories may
change. The amount of any such changes could biisémt. Additionally, as the Company evaluates pinoofs of
claim filed in the Cases, adjustments will be mimtehose claims that the Company believes willyataly be
allowed by the Court. The amount of such claimda:be significant.

Reorganization Items Reorganization items under the Cases are experiseosne items that are incurred or
realized by the Company because it is in reorgéinizaThese items include, but are not limitedpimfessional fees
and similar types of expenses incurred directlgitesl to the Cases, loss accruals or gains or losseking from
activities of the reorganization process, and egeearned on cash accumulated by the Debtors deetiaey are not
paying their pre-Filing Date liabilities. For thears ended December 31, 2005, 2004 and 2003, reépatjan items
were as follows:

Years Ended December 31,

2005 2004 2003
Professional fee $ 352z $39.0 $27.t
Interest incom (2.7 (.8) (.8)
Assigned intercompany claims for benefit of certaieditors 1,131t — —
Other (2.5) .8 3

$1,162.0 $39.C $27.C
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As discussed above, pursuant to the Kaiser AlumiAumended Plan for purposes of determining distrdng
under the Kaiser Aluminum Amendment Plan, the valssociated with an intercompany note payable bZ&Ao
KFC of approximately $1,131.5 will be treated asgdor the benefit of certain creditor constitue(gee (e) and
(f) above). Prior to the implementation of the Lidating Plans, the intercompany note payable betw&@eCC and
KFC eliminated in consolidation. However, since thhguidating Plans were implemented in December52@ie
value associated with the intercompany note payiabiew treated in the accompanying consolidateanftial
statements as of and for the year ended Decemb@08% as a third party obligation. As such, thenBany
recorded a Reorganization charge associated wiglementation of the Liquidating Plans of $1,13h%he fourth
quarter of 2005 and an increase in Liabilities sabjo compromise.

2. Summary of Significant Accounting Policies

Going Concern. The consolidated financial statements of the Comave been prepared on a “going
concern” basis which contemplates the realizatioassets and the liquidation of liabilities in th&inary course of
business; however, as a result of the commenceofigine Cases, such realization of assets and Btjoid of
liabilities are subject to a significant numbewoicertainties. Specifically, the consolidated ficiahstatements do
not include all of the necessary adjustments tegre (a) the realizable value of assets on adatign basis or the
availability of such assets to satisfy liabiliti¢ls) the amount which will ultimately be paid tdtgeliabilities and
contingencies which may be allowed in the Caseg;)dhe effect of any changes which may be madmimection
with the Reorganizing Debtors’ capitalizations pemtions as a result of the Kaiser Aluminum AmehBkn.
Because of the ongoing nature of the Cases, tbestimons and consolidated financial statementsagwed herein
are subject to material uncertainties.

Additionally, as discussed above ($8rancial Statement Presentatidnthe Company believes that it would,
upon emergence, apply fresh start accounting imitsolidated financial statements which would aldeersely
impact the comparability of the December 31, 2004&rfcial statements to the financial statementh@gntity upol
emergence.

Principles of Consolidation.The consolidated financial statements include tatments of the Company and
its majority owned subsidiaries. The Company islasgliary of MAXXAM Inc. (“MAXXAM”) and conducts is
operations through its wholly owned subsidiary, K&\C

The preparation of financial statements in accordamith generally accepted accounting principlegimes the
use of estimates and assumptions that affect thertesd amounts of assets and liabilities, disclesidircontingent
assets and liabilities known to exist as of the daé financial statements are published, andgperted amounts of
revenues and expenses during the reporting pddieckertainties, with respect to such estimates asdraptions, a
inherent in the preparation of the Company’s cdadatéd financial statements; accordingly, it isgible that the
actual results could differ from these estimata$ assumptions, which could have a material effadhe reported
amounts of the Company’s consolidated financialtmwsand results of operation.

Investments in 50%-or-less-owned entities are atteolfor primarily by the equity method. Intercompa
balances and transactions are eliminated.

Recognition of SalesSales are recognized when title, ownership andafistiss pass to the buyer. A provision
for estimated sales returns and allowances fromomess is made in the same period as the relatethues are
recognized, based on historical experience orpkeific identification of an event necessitatingeserve.

Earnings per Share.Basic earnings per share is computed by dividiegatbighted average number of
common shares outstanding during the period, inetuthe weighted average impact of the shares wincon stock
issued during the year from the date(s) of issuaHoeever, earnings per share may not be meaningfchuse as
part of a plan of reorganization for the Companis likely that the equity interests of the Comgpan
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existing stockholders are expected to be cancelifrtbut consideration pursuant to the Kaiser AlunmmAmended
Plan.

Cash and Cash EquivalentsThe Company considers only those short-term, hiiglyd investments with
original maturities of 90 days or less when purelda® be cash equivalents.

Inventories. Substantially all product inventories are statelsitin, first-out (“LIFO”) cost, not in excess of
market value. Other inventories, principally opergisupplies and repair and maintenance partstated at the
lower of average cost or market. Inventory costse of material, labor, and manufacturing ovedhéacluding
depreciation. Inventories, after deducting inveietorelated to discontinued operations, consish@following:

December 31,

2005 2004
Fabricated product—
Finished product $ 347 $ 23:
Work in proces: 43.1 42.2
Raw materials 26.2 27.¢
Operating, repairs and maintenance p 11.1 11.¢
115.2 105.2
Commodities— Primary aluminur A A

$115.5  $105.:

The above table excludes commodities inventorilese® to discontinued operations of $8.8 in 2004 $113.
in 2003. Inventories related to discontinued openatin 2004 were reduced by a net charge of $ilviite down
certain alumina inventories to their estimatedreatizable value as a result of the Company’s ghits interests in
and related to Valco (Note 5).

Inventories were reduced by LIFO inventory chamgfe$9.3, $12.1, and $3.2 during the years ended
December 31, 2005, 2004 and 2003, respectivelys&’amounts exclude LIFO inventory charges relaied t
discontinued operations of $1.6 in 2004 and $32003.

Depreciation. Depreciation is computed principally by the straitihe method at rates based on the estimated
useful lives of the various classes of assets.primeipal estimated useful lives of land improvensebuildings, an
machinery and equipment are 8 to 25 years, 15 t@dBs, and 10 to 22 years, respectively. As mdhe discussed
in Note 1, upon emergence from the Cases, the Coyrggects to apply “fresh stadtcounting to its consolidat
financial statements as required by SOP 90-7. ¥esialt, accumulated depreciation will be reseteimzWith the
allocation of the reorganization value to the indliial assets and liabilities, it is possible thatfe depreciation wi
differ from historical depreciation.

Stock-Based Compensatioihe Company applies the intrinsic value methodctmant for a stock-based
compensation plan whereby compensation cost igrézed only to the extent that the quoted markieepf the
stock at the measurement date exceeds the amoent@Eoyee must pay to acquire the stock. No congigmscost
has been recognized for this plan as the exercise of the stock options granted in 2001 wererathmve the
market price. No stock options have been grantetks2001. The pro forma after-tax effect of thénested fair
value of the grants would have had no effect om#tdoss in 2005 and would have increased théosstin 2004
and 2003 by $.3 and $.4, respectively. The pro &oafer tax effect of the estimated fair valueraf grants would
have resulted in no change in the basic/dilutedrime (loss) per share for 2005, 2004, and 2003 fdihealue of th
2001 stock option grants were estimated using ekB&choles option pricing model.
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The pro forma effect of the estimated value of lstygtions may not be meaningful, because as aoparplan
of reorganization for the Company, it is likely thguity interests of the holders of outstandingar® are expected
to be cancelled without consideration pursuanh&Kaiser Aluminum Amended Plan.

Other Income (Expense)Amounts included in Other income (expense) in 204 and 2003, other than
interest expense and reorganization items, inclaldedollowing pre-tax gains (losses):

Year Ended
December 31,
2005 2004 2003

Gains on sale of real estate and miscellaneoupegut associated with properties with |

operations (Note & $— $18 $ —
Settlement of outstanding obligations of formeiliate — 6.3 —
Asbestos and personal inj-related charges (Note 1 — (1.0 —
Adjustment to environmental liabilities (Note 1 — (14 (7.5
All other, net 249 (@5 23

$24) $42 3$(5.2)

The above table excludes pre-tax gains (lossesjelated to discontinued operations of $(.1) iI02051.0 in
2004, and $(1.3) in 2003.

Deferred Financing Costs.Costs incurred to obtain debt financing are deteaed amortized over the
estimated term of the related borrowing. Such aizetion is included in Interest expense. As a tesiuthe Cases,
the unamortized portion of the deferred financiogts related to the Debtors’ unsecured debt wasreea on the
Filing Date (see Note 1).

Goodwill. The Company reviews goodwill for impairment at temsnually in the fourth quarter of each year.
As of December 31, 2005, goodwill (related to tlabiicated products business unit) was approxim&gly4. Witt
the allocation of the reorganization value to tdividual assets and liabilities (see Note 1) possible that the
goodwill amount will change.

Foreign Currency. The Company uses the United States dollar as tiaifunal currency for its foreign
operations.

Derivative Financial InstrumentsHedging transactions using derivative financiatimsients are primarily
designed to mitigate KACC'’s exposure to changgwices for certain of the products which KACC seltsl
consumes and, to a lesser extent, to mitigate K&A@Zposure to changes in foreign currency excheatgs. KAC(
does not utilize derivative financial instrumeras frading or other speculative purposes. KACCswaive
activities are initiated within guidelines estabbgl by management and approved by KACC'’s boardre€trs.
Hedging transactions are executed centrally onlbehall of KACC'’s business segments to minimizartsaction
costs, monitor consolidated net exposures and ddowncreased responsiveness to changes in miatters.

The Company recognizes all derivative instrumestassets or liabilities in the balance sheet arakores
those instruments at fair value by “marking-to-ngtlall of its hedging positions at each period-éseke Note 12).
Changes in the market value of the Company’s opelgihg positions resulting from the mark-to-manbetcess
represent unrealized gains or losses. Such unedadiains or losses will fluctuate, based on prengrinarket prices
at each subsequent balance sheet date, untibtheatttion date occurs. These changes are recasadadiacrease or
reduction in stockholders’ equity through eithéretcomprehensive income (“OCI”) or net income,ateping on
the facts and circumstances with respect to thgdadd its documentation. If the derivative tratisacqualifies fol
hedge (deferral) treatment under Statement of EinhAccounting Standards No. 138¢counting for Derivative
Instruments and Hedging Activiti(“SFAS No. 133"), the changes are recorded initiall OCI. Such changes
reverse out of OCI (offset by any fluctuations they “open” positions) and are recorded in
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net income (included in Net sales or Cost of préslsold, as applicable) when the subsequent physirsactions
occur. To the extent that derivative transactiomsiot qualify for hedge accounting treatment, thenges in market
value are recorded in net income. In order to fu&dr hedge accounting treatment, the derivatre@saction must
meet criteria established by SFAS No. 133. Evéhdfderivative transaction meets the SFAS No. 1B88ria, the
Company must also comply with a number of highlgnptex documentation requirements, which, if not,mesult
in the derivative transaction being precluded fitmeng treated as a hedge (i.e. it must then beeadaid-market)
unless and until such documentation is modified detérmined to be in accordance with SFAS No. 133.
Additionally, if the level of physical transactiorser falls below the net exposure hedged, “hedgebunting must
be terminated for such “excess” hedges. In sudhsiance, the mark-to-market changes on such ekeskes
would be recorded in the income statement rattear th OCI.

As more fully discussed in Note 16, in connectigthwhe Company’s preparation of its December 3D
financial statements, the Company concluded thatetivative financial instruments did not meetaiarspecific
derivative criteria in SFAS No. 133 and, as subh,&ompany has restated its prior quarter resnftshas marked
all of its derivatives to market in 2005. The chamgaccounting for derivative contracts was ralatethe form of
the Company’s documentation in respect of deriegtioontracts it enters into to reduce exposurebdaages in
prices for primary aluminum and energy and in respéforeign exchange rates. The Company detemininat its
hedging documentation did not meet the strict dentation standards established by SFAS No. 133eMor
specifically, the Company’s documentation did narnply with the SFAS No. 133 was in respect to thenany’s
methods for testing and supporting that changéiseimmarket value of the hedging transactions woaldelate with
fluctuations in the value of the forecasted tratisado which they relate. The Company had docuettthat the
derivatives it was using would qualify for the “shout” method whereby regular assessments of letiva would
not be required. However, it ultimately concludbdtf while the terms of the derivatives were esakyithe same ¢
the forecasted transaction, they were not idenéind| therefore, the Company should have doneigerta
mathematical computations to prove the ongoingetation of changes in value of the hedge and trecésted
transaction. As a result, under SFAS No. 133, thengany “de-designated” its open derivative trarisastand
reflected fluctuations in the market value of sdehivative transactions in its results each peraider than
deferring the effects until the forecasted trarisactto which the hedges relate) occur. The effecthe first three
quarters of 2005 as a result of marking the dexigatto market each quarter rather than deferraigsglosses was
to increase Cost of products sold and decreasea®pgincome by $2.0, $1.5 and $1.0, respectively.

The rules provide that, once de-designation hasroed, the Company can modify its documentationraad
designate the derivative transactions as “hedged,’ ihappropriately documented, re-qualify thensactions for
prospectively deferring changes in market fluctuadiafter such corrections are made. The Compangrising to
modify its documentation and to re-qualify open @odt 2005 hedging transactions for treatment dgdse
beginning in the second quarter of 2006. Howevemssurances can be provided in this regard.

In general, material fluctuations in OCI and Staalkllers’equity will occur in periods of price volatility edpite
the fact that the Company’s cash flow and earnmiide “fixed” to the extent hedged. This resudtdontrary to the
intent of the Company’s hedging program, whicloislock-in" a price (or range of prices) for prodssold/used so
that earnings and cash flows are subject to redrskaf volatility.

Fair Value of Financial InstrumentsGiven the fact that the fair value of substantiallyof the Company’s
outstanding indebtedness will be determined asqgfahte plan of reorganization, it is impracticahted
inappropriate to estimate the fair value of thésarfcial instruments at December 31, 2005 and 2004.

Asset Retirement Obligation€Effective December 31, 2005, the Company adopte8iB-Mterpretation No. ¢
(“FIN 47", Accounting for Conditional Asset Retirement Obligias, an interpretation of FASB Statement No. 143
(“SFAS No. 143"retroactive to the beginning of 2005. PursuantRAS No. 143 and FIN 47, companies are
required to estimate incremental costs for spdwatling, removal and disposal costs of materfas ihay or will
give rise to conditional asset retirement obligagi¢‘CAROs") and then discount the expected coatklto the
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current year using a credit adjusted risk free. idteder the guidelines clarified in FIN 47, liakigis and costs for
CAROs must be recognized in a company’s finant¢&kesents even if it is unclear when or if the CAR@y/will
be triggered. If it is unclear when or if a CARCOMie triggered, companies are required to usegiyibiby
weighting for possible timing scenarios to deternriine probability weighted amounts that shouldde®gnized in
the companys financial statements. The Company has evaludtédFand determined that it has CAROs at se
of its fabricated products facilities. The vast andy of such CAROs consist of incremental costs thould be
associated with the removal and disposal of asbdatbof which is believed to be fully containetdaencapsulated
within walls, floors, ceilings or piping) of certadf the older plants if such plants were to undargjor renovation
or be demolished. No plans currently exist for angh renovation or demolition of such facilitieglahe
Company’s current assessment is that the most pl@kaenarios are that no such CARO would be traghéor 20
or more years, if at all. Nonetheless, consistetit the guidelines of FIN 47, the retroactive apation of FIN 47
resulted in the Company recognizing the followinghe fourth quarter of 2005: (i) a charge of apprately $2.0
reflecting the cumulative earnings impact of adupt+IN 47 (set out separately on the statemenpefaiions),

(i) an increase in Property, plant and equipméi.b and (iii) offsetting the amounts in (i) an,(@n increase in
Long term liabilities of approximately $2.5. In atioh, pursuant to FIN 47 there was an immatenmbant of
incremental depreciation provision recorded (in i2ejation and amortization) for the year ended Drduwer 31,
2005 as a result of the retroactive increase ipéhy, plant and equipment (discussed in (ii) abarel there was i
incremental $.2 of non-cash charges (in Cost odlyets sold) to reflect the accretion of the ligpiliecognized at
January 1, 2005 (discussed in (iii) above) to sterated fair value of the CARO at December 31.52(%2.7). Had
the cumulative effect of FIN 47 been retrospectiaplied, Long term liabilities as of December 3004, 2003
and 2002 would have been increased by $2.5, $213212, respectively, Loss from continuing operatiand Net
loss for 2004 and 2003 each would have been inedeag $.2 and $.2, respectively, and the relatediigs (loss)
per share amounts for 2004 and 2003 would not bhgaged.

For purposes of the Company’s fair value estiméitesed a credit adjusted risk free rate of 7.5%.
Also see Note 4 for a discussion of the recordihg GARO at Anglesey.

New Accounting PronouncementStatement of Financial Accounting Standards No. (t@@sed 2004),
Share-Based PaymefiSFAS No. 123-R”) was issued in December 2004 rpiaces Statement of Financial
Accounting Standards No. 128¢ccounting for Stock-Based Compensatiod supersedes APB Opinion No. 25,
Accounting for Stock Issued to Employ. In general terms, SFAS No. 123-R eliminates tierisic value method
of accounting for employee stock options and rexguér company to measure the cost of employee ssmaceived
in exchange for an award of equity instruments th&sethe grantlate fair value of the award. The cost of the av
will be recognized as an expense over the periatthie employee provides service for the award. Gtvapany is
required to adopt SFAS No. 123-R on January 1, 2066 adoption of SFAS No. 123-R will have no miater
impact on the existing Company’s financial statetaas all of the Company’s outstanding optionsfalig vested.
However, the adoption of SFAS No. 123-R could hawveaterial impact on the financial statements efdimerging
entity depending on the nature of any share baagohents that may be granted after the Company emeegrom
Chapter 11.

Statement of Financial Accounting Standards No, Ifbfentory Costs, an Amendment of ARB No. 43,
Chapter 4("SFAS No. 151”) was issued in November 2004 aneffisctive for fiscal years beginning after June 15
2005. SFAS No. 151 amends ARB No. 43, Chapterdlatdfy that abnormal costs, such as idle facidigpenses,
freight, handling costs and spoilage, be accouasetlrrent period charges rather than as a pasfimventory
costs. The adoption of SFAS No. 151 is not expeiidthve a material impact on the Company’s financi
statements.

Statement of Financial Accounting Standards No, Aséounting Changes and Error Corrections
(“SFAS No. 154") was issued in May 2005 and repta&ecounting Principles Board Opinion No. Z&counting
Changeq“APB No. 20") and Statement of Financial Accougtiftandards No. Reporting Changes in Interim
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Financial Statement:SFAS No. 154 changes the requirements for the aticufor and reporting of a change in
accounting principle and carries forward withouieging the guidance contained in APB No. 20 foorépg the
correction of an error in previously issued finahgtatements. In general terms, SFAS No. 154 res|tine
retrospective application to prior periods’ finaa@tatements of a change in an accounting priecifhis contrasts
with APB No. 20 which required that a change iraanounting principle be recognized in the periag¢hange wa
adopted by including in net income the cumulatiffea of adopting the new accounting principle. §Ko. 154 is
effective for all financial statements beginninguJary 1, 2006 and applies to all accounting chaagescorrections
of errors made after such effective dates. The tEmlopf SFAS No. 154 is not currently expected avdra material
impact on the Company’s financial statements.

Reclassifications.Certain prior years’ amounts in the consolidatedrficial statements have been reclassified
to conform to the 2005 presentations. The recliassibns had no impact on prior years’ reportediosges.

3. Discontinued Operations

As part of the Company’s plan to divest certaint®tommodity assets, as more fully discussed itesl&
and 5, the Company completed the sale of its isteli@ and related to Alpart, KACC’s Gramercy, Lsiana
alumina refinery (“Gramercy”), Kaiser Jamaica BaenxCompany (“KJBC"), Valco, and the Mead facilitych
certain related property (the “Mead Facility”) i@ and the sale of its interests in and relategAb in 2005. All
of the foregoing commaodity assets are collectivefgrred to as the “Commodity Interests”. In acemtke with
Statement of Financial Accounting Standards No, A¢dounting for the Impairment or Disposal of Lonigdd
Assety(“"SFAS No. 144"), the assets, liabilities, opergthesults and gains from sale of the Commodityrbgis
have been reported as discontinued operationgiadhompanying financial statements.

Under SFAS No. 144, only those assets, liabiliied operating results that are being sold/discaatirare
treated as “discontinued operations”. In the cdshensale of Gramercy/KIJBC and the Mead Facittg, buyers did
not assume such items as accrued workers compamga¢insion or postretirement benefit obligationgeispect of
the former employees of these facilities. As disedsmore fully in Note 1, the Company expects rtbetined
obligations will generally be resolved pursuantite Kaiser Aluminum Amended Plan. As such, therzda relate
to such obligations are still included in the cditded financial statements. Because the Compamed a 65%
interest in Alpart, Alpart’s balances and resuftsperations were fully consolidated into the Comga
consolidated financial statements. Accordingly,ah®unts reflected below for Alpart include the 3Bfierest in
Alpart owned by Hydro Aluminium as. (“Hydro”). Hydiis share of the net investment in Alpart is refieicas a
minority interest.

The balances and operating results associatedhé@t@ompany’s interests in and related to Alpart,
Gramercy/KJIBC and QAL were previously includedhe Bauxite and alumina business segment and thadsd
and operating results associated with the Companigsests in and related to Valco and the MeadliBawere
previously included in the Primary aluminum bussesgment. The Company has also reported as disgedt
operations the portion of the commodity marketintemal hedging activities that were attributaloehe
Company’s Commodity Interests.

The carrying amounts of the assets and liabiliiegspect of the Company’s interest in and relédetie sold
Commaodity Interests as of December 31, 2005 and 20® included in the accompanying Consolidatec iz
Sheets for the years ended December 31, 2005 &4d Rzome statement information in respect ofGbenpany’s
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interest in and related to the sold Commodity ksés for the years ended December 31, 2005, 20D2G08
included in income (loss) from discontinued openagiwas as follows:

2005 2004 2003
Primary Primary Primary
Alumina  Aluminum Alumina  Aluminum Alumina  Aluminum
Interests _Interests Total Interests Interests Total Interests _Interests Total
Net sales $ 42¢ $ — $42¢ $546.( $ 2 $546.2 $ 637.¢ $ 26.¢ $664.7
Operating income (los: (20.9) .7 (20.0 53.€ (59.9) (6.2) (450.7 (58.29) (508.9
Gain on sale of commodity
interests 366.2 — 366.2 103.2 234 126.€ — — —
Income (loss) before income
taxes and minority
intereste— 363.4 7 364.] 158.2 (35.7) 122t (453.9) (57.5) (511.9
Net income (loss 363.( .7  363.% 1425 (21.4 121.2 (459.9 (54.6) (514.9)

(1) Alumina interests for the year ended December B232nclude Gramercy/KJBC impairment charges of3$36
(see Note 5)

(2) Primary aluminum interests for the year ended Déxegr81, 2004 includes impairment charges of $33.0
(Valco— Notes 2 and 5

(3) Alumina interests for the year ended December B@52ncludes a KBC bauxite supply agreement rejacti
charge of $42.1 (see belov

As previously disclosed during the fourth quarte2@05, the UCC negotiated a settlement with altharty
that had asserted an approximate $67.0 claim fmadas against KBC for rejection of a bauxite supgseement.
Pursuant to the settlement, among other thingsCtrepany agreed to (a) allow the third party areaosed pre-
petition claim in the amount of $42.1, (b) substaly consolidate KBC with certain of the other ttals solely for
the purpose of treating that claim, and any otherpetition claim of KBC, under the Kaiser Aluminukmended
Plan and (c) modify the Kaiser Aluminum AmendedrRiaimplement the settlement. In consideratiothef
settlement, the third party, among other thingseedg to not object to the Kaiser Aluminum Amendé&hPThe
settlement was approved by the Court in Januarg 200 the Company recorded a charge of $42.1 ifotir¢h
quarter of 2005 in Discontinued operations ancer#dld an increase in Discontinued operations itesilsubject to
compromise by the same amount.

In connection with its investment in QAL, KACC hadtered into several financial commitments conmsgstf
long-term agreements for the purchase and tollfrigpaxite into alumina in Australia by QAL. Undéret
agreements, KACC was unconditionally obligateday jts proportional share (20%) of debt, operatiagts, and
certain other costs of QAL.

KACC's share of payments, including operating castg certain other expenses under the agreements,
generally ranged between $70.0-$100.0 in 2004 808.2The Company'’s interests in and related to @/l sold
as of April 1, 2005 (see Note 5). In connectiontwviite QAL sale, KACC's obligations in respect af $hare of
QAL’s debt were assumed by the buyer.

Contributions to foreign pension plans includediscontinued operations were approximately $12rthdu
2004, including approximately $10.0 of end of seeypbayments in respect of Valco employees. Coritabsi to
foreign pension plans included in discontinued aplens in 2003 was approximately $9.0.

During March 2006, the Company received a $7.5 matrfrom an insurer in settlement of certain reaidu
claims the Company had in respect of the 2000 értidt its Gramercy, Louisiana alumina refineryihhwas sold
in 2004). This amount is expected to be includedistontinued operations income during the firsaner of 2006.
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4. Investment In and Advances To Unconsolidated fifiate

Summary financial information is provided below famglesey, a 49.0% owned unconsolidated aluminum
investment, which owns an aluminum smelter at He&h Wales. The agreement under which Angleseyvexe
power expires in September 2009 and the nucledityaghich supplies such power is scheduled toseeaperation
shortly thereafter. No assurance can be given&hgtesey will be able to obtain sufficient powersigstain its
operations on reasonably acceptable terms there@fie Company is responsible for selling Anglesetumina in
respect of its ownership percentage. Such alunsipatichased under a long-term contract with theéorAlpart
facility at prices that are tied to primary aluminyrices.

Summary of Financial Position

December 31,

2005 2004

Current assel $ 69.¢ $50.7
Non-current assets (primarily property, plant, and pognt, net 52.¢ 36.2
Total asset $122.¢  $87.C
Current liabilities $ 36.1 $15.¢
Long-term liabilities 50.1 21.€
Stockholder' equity 36.€ 49.¢
Total liabilities and stockholde’ equity $122.¢  $87.C

Summary of Operations

Year Ended December 31

2005 2004 2003
Net sales $266.2 $249.2 $205.
Costs and expens (243.9 (223.)) (196.5
Provision for income taxe (6.7) (7.4) (2.6)
Net income $ 156 $ 187 $ 64
Compan’s equity in incomt $ 48 $ 82 §$§ 3.8
Dividends receive! $ 9C $ 4t § 4.3

The Company’s equity in income differs from the soany net income due to equity method accounting
adjustments and applying US generally accepteduatitm principles (“GAAP”). At year-end 2005, Angkey
recorded a CARO liability of approximately $15.0it# financial statements. The treatment applied\bglesey wa
not consistent with the principles of SFAS No. b43IN 47. Accordingly, the Company adjusted Anglgs
recording of the CARO to comply with US GAAP treatm. The Company determined that application of US
GAAP would have resulted in (a) a non-cash cumgadidjustment of $2.7 reducing the Company’s irmest
retroactive to the beginning of 2005 and (b) a €ase in the Company’s share of Anglesey’s earrotging
approximately $.1 for 2005 (representing additiategbreciation, accretion and foreign exchange @®grddad US
GAAP principles been applied to prior years, the farma effects would have been as follows: (a)Gbenpany’s
investment in Anglesey as of December 31, 20043 20@ 2002 would have been reduced by $.8, $.&ahd
respectively, in respect of the additional CARiligy, and (b) the Company’s share of Angleseydsrengs for
2004 and 2003 each would have been decreased kiyn $e8pect of the incremental depreciation, a@mmeand
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foreign exchange). However, had these affects betemactively applied, the related Earnings (Igss)share
amounts for 2004 and 2003 would not have changed.
For purposes of the Company’s fair value estimatesed a credit adjusted risk free rate of 7.5%.
At December 31, 2005 and 2004, KACC's net recemslilom Anglesey were none and $8.0, respectively.

The Company’s equity in income before income taeSnglesey is treated as a reduction (increas€ast of
products sold. The Company and Anglesey have gitgad operations. KACC provided Anglesey with
management services during 2004 and 2003. Signtfeetivities with Anglesey include the acquisitiamd
processing of alumina into primary aluminum. Pusgsafrom Anglesey were $150.4, $120.9 and $100be
years ended December 31, 2005, 2004 and 2003 ctaspe. Sales to Anglesey were $35.1, $23.7, B2 % in the
years ended December 31, 2005, 2004 and 2003 ctasghe.

5. Property, Plant, and Equipment

The major classes of property, plant, and equipnadtar deducting property, plant and equipmertteiated
to discontinued operations, are as follows:

December 31,

2005 2004

Land and improvemen $ 77 $ 8.2
Buildings 62.4 63.€
Machinery and equipme 460.4 459.¢
Construction in progres 25.C 6.1
555.t 537.¢

Accumulated depreciatic (332.)) (323.9)
Property, plant, and equipment, | $2234 $214.¢

During the period from 2003 to 2005, the Companygleted several dispositions which are discussémhbe

2005 —

« In April 2005, the Company completed the sale ®friterests in and related to QAL. Net cash proséen
the sale total approximately $401.4. The buyer alumed KACC's obligations in respect of approxetya
$60.0 of QAL debt (see Note 4). In connection wfita completion of the sale, the Company also paid a
termination fee of $11.0. After considering trarisatcosts (including the termination fee and &/$¥ferred
charge associated with a back-up bid fee), thest&etion resulted in a gain, net of estimated inctaref
$7.9, of approximately $366.2. As described in Njta substantial majority of the proceeds fromgle of
the Company’s interests in and related to QAL weslel in escrow for the benefit of KAAC’s creditaratil
the KAAC/KFC Plan was confirmed by the Court (semeéN1) and became effective. In accordance with
SFAS No. 144, balances and results of operatidatectto the Company’s interests in and relateQAd
have been reported as discontinued operationgiadcbompanying financial statements (see Not

2004 —

* On July 1, 2004, with Court approval, the Compaompleted the sale of its interests in and relatedlipart
for a base purchase price of $295.0 plus certgistidents of approximately $20.0. The transactesulted il
a gross sales price of approximately $315.0, stibjezertain po-closing adjustments, and a -tax gain
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of approximately $101.6. Offsetting the cash prdsesere approximately $14.5 of payments made by €AC
to fund the prepayment of KACC's share of the Algatated debt (see Note 7) and $3.3 of transacttated
costs. The balance of the proceeds were held nwsgmrimarily for the benefit of certain creditas providec
in the AJC and KJC joint plan of liquidation (th&JC/KJC Plan”). In accordance with SFAS No. 144,
balances and results of operations related to teegany’s interests and related to Alpart have ieported

as discontinued operations in the accompanyingfiash statements (see Note 3). A net benefit of
approximately $1.6 was recorded in December 20@dspect of the Alpart-related purchase price
adjustments. Such amounts were collected duringe¢bend quarter of 200

In May 2004, the Company entered into an agreetoesell its interests in and related to the Gramé&aicility
and KJBC. The sale closed on October 1, 2004 watlwrCapproval. Net proceeds from the sale were
approximately $23.0, subject to various closing past closing adjustments. Such adjustments were
insignificant. The transaction was completed aammount approximating its remaining book value (afte
impairment charges). A substantial portion of thecpeds were used to satisfy transaction relatets emd
obligations. As previously reported, the Compang latermined that the fair values of its interésiand
related to Gramercy/KJBC was below the carryingigalof the assets because all offers that hadreeeive:
for such assets were substantially below the aagryalues of the assets. Accordingly, in the fogudhrter of
2003, KACC adjusted the carrying value of its ies#s in and related to Gramercy/KJBC to the eséthtdir
value, which resulted in a non-cash impairment ghaf approximately $368.0 (which amount was réfléc
in discontinued operations — see Note 3). In acacd with SFAS No. 144, the Company’s interestmioh
related to the Gramercy facility and KIJBC have begrorted as discontinued operations in the accogipg
financial statements (see Note

During 2003, the Company and Valco participateextensive negotiations with the Government of Ghana
(“GoG") and the Volta River Authority (“VRA”) regaling Valco’'s power situation and other matters.tSuc
negotiations did not result in a resolution of sutdtters. However, as an outgrowth of such negotigt the
Company and the GoG entered into a Memorandum deldtanding (“MOU”)in December 2003 pursuant
which KACC would sell its 90% interest in and reldto Valco to the GoG. The Company collected $5.0
pursuant to the MOU. However, a new financial agreet was reached in May 2004 and the MOU was
amended. Under the revised financial terms, the @my was to retain the $5.0 already paid by the GG
$13.0 more was to be paid by the GoG as full amal fionsideration for the transaction at closirige T
Company also agreed to fund certain end of seheceefits of Valco employees (estimated to be
approximately $9.8) which the GoG was to assumeutitk original MOU. The agreement was approved by
the Court on September 29, 2004. The sale closé&ictwber 29, 2004. As the revised purchase priceutine
amended MOU was well below the Company’s recordddevfor Valco, the Company recorded a non-cash
impairment charge of $31.8 in its first quarter 20idancial statements to reduce the carrying vafues
interests in and related to Valco at March 31, 2@0éhe amount of the expected proceeds (which ameas
reflected in discontinued operationssee Note 3). As a result, at closing there was aterial gain or loss o
disposition. In accordance with SFAS No. 144, beésrand results of operations related to the Coypan
interests in and related to Valco have been regasediscontinued operations in the accompanyirantial
statements (see Note

In June 2004, with Court approval, the Company deteg the sale of the Mead Facility for approxinhate
$7.4 plus assumption of certain site-related liabf. The sale resulted in net proceeds of apprately $6.2
and a pre-tax gain of approximately $23.4. Thetpregain includes the impact from the sale of ¢ent@n-
operating land in the first quarter of 2004 thaswaajacent to the Mead Facility. The pre-tax gairthe sale
of this property had been deferred pending thdifiagon of the sale of the Mead Facility and tf@nof the
site-related liabilities. Proceeds from the saléhefMead Facility totaling $4.0 were held in escas
Restricted proceeds from sale of commodity interaatil the value of the secured claim of the hddd the
7.6% solid waste disposal revenue bonds was detechiiy the Court (see Note 7). In accordance
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SFAS No. 144, the assets, liabilities and operatsglts of the Mead Facility have been reported as
discontinued operations in the accompanying firelrstatements (see Note

* In the ordinary course of business, KACC sold nparating real estate and certain miscellaneouewarnit
for total proceeds of approximately $1.9. Thesadaations resulted in ptex gains of $1.8 (included in Ott
income (expense— see Note 2)

2003 —

* In January 2003, the Court approved the sale of #oema facility to the Port of Tacoma (the “Part3ross
proceeds from the sale, before considering apprabein $4.0 of proceeds being held in escrow penttiag
resolution of certain environmental and other isswere approximately $12.1. The Port also agreegsum
the on-site environmental remediation obligatiortse sale closed in February 2003. The sale resintagre-
tax gain of approximately $9.5 (which amount waternted in Other operating charges (benefits) retee
Note 6). The operating results of the Tacoma figditr 2004, 2003 and 2002 have not been repor
discontinued operations in the accompanying Statésref Consolidated Income (Loss) because such ais
were not materia

KACC had a long-term liability, net of estimated&ases income, on an office complex in Oakland,
California, in which KACC had not maintained offecor a number of years, but for which it was resiole
for lease payments as master tenant through 2008 ensale-and-leaseback agreement. The Company als
held an investment in certain notes issued by #reeos of the building (which were included in Otlassets).
In October 2002, the Company entered into a contoasell its interests and obligations in the adfcomplex.
As the contract amount was less than the assdtsanging value (included in Other assets), thenGany
recorded a non-cash impairment charge in 2002 prioegmately $20.0 (which amount was reflected ihet
operating charges (benefits), net — see Note &.sHfe was approved by the Court in February 2803 a
closed in March 2003. Net cash proceeds were appadely $61.1

In July 2003, with Court approval, the Company st#dain equipment at the Spokane, Washingtonitfacil
that was no longer required as a part of past mtodtionalizations. Proceeds from the sale were
approximately $7.0, resulting in a net gain of apgmately $5.0 after considering sale related codte gain
on the sale of this equipment has been netted stgadiditional impairment charges of approximatellyl$
associated with equipment to be abandoned or otbeisposed of primarily as a result of product
rationalizations (which amounts were reflected théd operating charges (benefits), net — see Nptéhe
equipment that was sold in July 2003 had been pusly impaired to a zero basis. The impairment based
on information available at that time and the exgiian that proceeds from the eventual sale okthépment
would be fully offset by sale related costs to benke by the Compan
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6. Other Operating Charges, Net

The income (loss) impact associated with otheratpeg charges, net, after deducting other operatiragges,

net related to discontinued operations, for 200®42and 2003, was as follows:

Year Ended December 31,

2005 2004 2003
Charges associated with 2004 portion of deferredritution plans implemented in

2005 (Note 9—

Fabricated Produc $6.39 ¢ — $ —

Corporate (.5) — —
Pension charge related to terminated pension — Corporate (Note € — (310.0 (121.9)
Charge related to settlement with United Steelwarloé America unfair labor

practice allegation— Corporate (Note 11 — (175.0 —
Settlement charge related to termination of Pastereent medical benefits plans —

Corporate (Note ¢ — (312.5) —
Restructured transmission service agreer— Primary Aluminum (Note 14 — — 3.2
Environmental mul-site settlemer— Corporate (Note 11 — — (15.7)
Hearing loss claim— Corporate (Note 11 — — (15.9)
Gain on sale of Tacoma facili— Primary Aluminum (Note 5 — — 9.5
Gain on sale of equipment, r— Fabricated Products (Note — — 3.9
Other (1.2 4.3 9

$(8.0) $(793.2) $(141.9

The above table excludes other operating chargeselated to discontinued operations of $95.2004and

$(369.4) in 2003.
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7. Long-Term Debt
Long-term debt, after deducting debt related teatisinued operations, consists of the following:

December 31,

2005 2004
Secured
Pos-Petition Credit Agreemel $ — $ —
7.6% Solid Waste Disposal Revenue Bonds due : — 1.€
Other borrowings (fixed rate 2.3 2.4
Unsecured or Undersecure
97/ 8% Senior Notes due 2002, 172.¢ 172.¢
107/ 8% Senior Notes due 2006, r 225.( 225.(
123/ 4% Senior Subordinated Notes due 2| 400.( 400.(
7.6% Solid Waste Disposal Revenue Bonds due : 17.4 17.4
Other borrowings (fixed and variable rat 32.4 32.4
Total 849.¢ 851.¢
Less— Current portior (1.7 (1.2
Pre-Filing Date claims included in subject to coamise (i.e. unsecured debt)
(Note 1) (847.6 (847.6)
Long-term debr $ 12 §$ 2E

On February 11, 2005, the Company and KACC entietteca new financing agreement with a group of ks
under which the Company was provided with a replesng for the existing post-petition credit facilapd a
commitment for a multi-year exit financing arrangarhupon the Debtors’ emergence from the Chapter 11
proceedings. The new financing agreement:

* Replaced the existing post-petition credit facilitith a new $200.0 post-petition credit facilithét“DIP
Facility”) and

* Included a commitment, upon the Debtors’ emergdimra the Chapter 11 proceedings, for exit finandimg
the form of a $200.0 revolving credit facility (thH@evolving Credit Facility”)and a fully drawn term loan (tl
“Term Loar") of up to $50.0 (collectively referred to “Exit Financin(”).

On February 1, 2006, the Court approved an amentméne DIP Facility to extend its expiration déteough
the earlier of May 11, 2006, the effective data @lan of reorganization or voluntary terminatignthe Company.
In addition, the Court approved an extension ofcecelation date of the lenders’ commitment fer Exit
Financing to May 11, 2006. Under the DIP Facilithich provides for a secured, revolving line ofditgthe
Company, KACC and certain subsidiaries of KACC alnée to borrow amounts by means of revolving credit
advances and to have issued letters of creditd $6®.0) in an aggregate amount equal to the lefk#00.0 or a
borrowing base comprised of eligible accounts redde, eligible inventory and certain eligible mashy,
equipment and real estate, reduced by certainueseais defined in the DIP Facility agreement. Bnimunt
available under the DIP Facility will be reduced$80.0 if net borrowing availability falls below @40. Interest on
any outstanding borrowings will bear a spread @itrer a base rate or LIBOR, at KACC's option.

The DIP Facility is currently expected to expireMay 11, 2006. As discussed in Note 1, the Commatigve:
that it is possible that it will emerge before MHl, 2006. However, if the Company does not emea the Case
prior to May 11, 2006, it will be necessary for thempany to extend the expiration date of the DdEilky or make
alternative financing arrangements. The Companyblgsin discussions with the agent bank that
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represents the DIP Facility lenders regarding itkedyl need for a short-term extension of the DIRiktg. While the
Company believes that, if necessary, it would leeassful in negotiating an extension of the DIPFilfgaor
adequate alternative financing arrangements, noasses can be given in this regard.

The DIP Facility is secured by substantially altloé assets of the Company, KACC and KACC's domesti
subsidiaries and is guaranteed by KACC and allA€CK’s remaining material domestic subsidiaries.

Amounts owed under the DIP Facility may be accééerander various circumstances more fully desdribe
the DIP Facility agreement, including,but not liedtto, the failure to make principal or interesgipants due under
the DIP Facility, breaches of certain covenantstasentations and warranties set forth in the CAEiIREy
agreement, and certain events having a materiarae\effect on the business, assets, operatiamndition of the
Company taken as a whole.

The DIP Facility places restrictions on the CompanfACC'’s and KACC's subsidiaries’ ability to, amg
other things, incur debt, create liens, make imaests, pay dividends, sell assets, undertake trtiosa with
affiliates, and enter into unrelated lines of basm

The principal terms of the committed Revolving Grédcility would be essentially the same as orenor
favorable than the DIP Facility, except that, amotiter things, the Revolving Credit Facility woulhse and be
available upon the Debtors’ emergence from the @mdd proceedings and would be expected to méiuggears
from the date of emergence. The Term Loan commitmwenld be expected to close upon the Debtors’ garare
from the Chapter 11 proceedings and would be eggdotmature on May 11, 2010. The agent bank reptiesg) the
Exit Financing lenders is the same as the agerk fmarthe DIP Facility lenders and the Company begun paralle
discussions with the agent bank regarding the sidarof the expiration date for the Exit Financommmitment in
the event the Company does not emerge from thesQais® to May 11, 2006.

The DIP Facility replaced a post-petition credility (the “Replaced Facility”) that the CompangcaKACC
entered into on February 12, 2002. The Replaceilityagas amended a number of times during its tasya result
of, among other things, reorganization transactiotduding disposition of the Company’s Commoditjerests.

At December 31, 2005, there were no outstandingplangs under the DIP Facility. There were appraatiety
$17.8 of outstanding letters of credit under th® Bhcility and there were no outstanding lettersredit that
remained outstanding under the Replaced Facillhg. Company had (during the first quarter of 20()asited
cash of $13.3 as collateral for the Replaced Fgdditers of credit and deposited approximately7&ff collateral
with the Replaced Facility lenders until certaihetbanking arrangements are terminated. As of iDbee 31,
2005, all of the $13.3 collateral for the Replacatrieacility letters of credit and $.2 of the cadlegtl for other certai
bonding arrangements had been refunded to the Ggmpa

7.6% Solid Waste Disposal Revenue Bondibe 7.6% solid waste disposal revenue bonds'8bkd Waste
Bonds”) were secured by certain (but not all) @& thcilities and equipment at the Mead Facility ethivas sold in
June 2004 (see Note 5). The Company believeshbataiue of the collateral that secured the Solasi Bonds
was in the $1.0 range and, as a result, has rd@ds$18.0 of the Solid Waste Bonds balance tdllies subject t
compromise (see Note 1). However, in connectioh e sale of the Mead Facility, $4.0 of the prosewere
placed in escrow for the benefit of the holdershef Solid Waste Bonds until the value of the sedweiaim of the
bondholders is determined by the Court. The vafitbesecured claim was ultimately agreed to be@pmately
$1.6. As such, the amount of the Solid Waste Baotsidered in Liabilities subject to compromise basn
reduced to $17.4. During the second quarter of 20@5Court approved distribution of the escroweabants to the
bondholders and the Company. As such, during tbensequarter of 2005, the Company received $2 ecrow
and the bondholders received the balance of $k@hé Solid Waste Bonds were not a part of the Meaulity sale
transaction, they were not reported as discontimpetiations in the accompanying Consolidated Bal@iteets.
During the second quarter of 2005, the Company r@gersed (in Reorganization items) approximat@ly $f post-
Filing Date interest that was accrued in respethefSolid Waste Bonds before the value of theatalbl was able
to be estimated.
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83/ 4% Alpart CARIFA Loans.In December 1991, Alpart entered into a loan exgrent with the Caribbean
Basin Projects Financing Authority (“CARIFA”). Alpias obligations under the loan agreement were sediyréao
letters of credit aggregating $23.5. KACC was dyptr one of the two letters of credit in the ambofn$15.3 in
respect of its 65% ownership interest in Alpartpdt also agreed to indemnify bondholders of CARfBAcertain
tax payments that could result from events, asddfithat adversely affect the tax treatment ofriterest income
on the bonds.

Pursuant to the CARIFA loan agreement, the Alp&RG-A financing was repaid in connection with tredes
of the Company’s interests in and related to Alpattich were sold on July 1, 2004 (see Note 5).riJguch
payment, the Company’s letter of credit obligatisrder the DIP Facility securing the loans was chedte

97/ 8% Notes, 1G/8% Notes and 12/ 4% Notes. The obligations of KACC with respect to its Seriotes
and its Sub Notes are guaranteed, jointly and aflyeby certain subsidiaries of KACC.

Debt Covenants and Restriction.he indentures governing the Senior Notes and theNdtes (collectively,
the “Indentures”) restrict, among other things, K&E€ ability to incur debt, undertake transactionthaffiliates,
and pay dividends. Further, the Indentures prothdé KACC must offer to purchase the Senior Notesthe Sub
Notes upon the occurrence of a Change of Contsoli¢fined therein

8. Income Taxes

Income (loss) before income taxes and minorityregts by geographic area (excluding discontinuedtaijons
and cumulative effect of change in accounting ppieg is as follows:

Year Ended December 31,

2005 2004 2003
Domestic $(1,130.)) $(886.]) $(286.%)
Foreign 20.¢ 24.2 14.¢
Total $(1,109.9 $(861.9) $(272.)

Income taxes are classified as either domestioreign, based on whether payment is made or dtheto
United States or a foreign country. Certain incatassified as foreign is also subject to domestioine taxes.

The (provision) benefit for income taxes on incafiess) before income taxes and minority interestel(ding
discontinued operations and cumulative effect @fngfe in accounting principle) consists of:

Federal ~ Foreign  State ~ Total

2005 Curren $ — $@B8& $5 %33
Deferred — 5 = 5
Total $ — $@BI $5 829
2004 Curren $ — $(®4 $— $6.9
Deferred — 2 — 2
Total $ — $(62 $— $62
2003 Curren $ — $@13 $— 313
Deferred — (2 — (.2)
Total $ — $@319H $— 19
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A reconciliation between the (provision) benefit fiscome taxes and the amount computed by appiyiag
federal statutory income tax rate to income (I&&fpre income taxes and minority interests (exclgdliscontinued
operations and cumulative effect of change in acting principle) is as follows:

Year Ended December 31,

2005 2004 2003
Amount of federal income tax benefit based on theusory rate $388.f $301.7 $95.z
Increase in valuation allowanc (379.9 (304.%) (98.7)
Percentage depletic — 5.1 6.4
Foreign taxe: 3.6 (6.3 (1.5
Other (15.9) (2.0 (3.5
Provision for income taxe $ 28 $ 62 $ (1.5

Deferred Income TaxesDeferred income taxes reflect the net tax effettemporary differences between the
carrying amounts of assets and liabilities for ficial reporting purposes and amounts used for iect@x purposes.
The components of the Company’s net deferred indamassets (liabilities) are as follows:

December 31

2005 2004
Deferred income tax asse
Postretirement benefits other than pens $ 398¢ $ 396.(
Loss and credit carryforwar: 348.( 411.2
Pension benefit 170.t 243.¢
Other liabilities 168.% 153.7
Other 39.C 75.C
Assigned intercompany claim for benefit of certeiaditors 443.¢ —
Valuation allowance (1,527.) (1,221.9)
Total deferred income tax ass— net 41.5 58.%
Deferred income tax liabilitie:
Property, plant, and equipme (41.9) (39.0
Other (2.5 (22.0)
Total deferred income tax liabilitie (43.8) (61.0
Net deferred income tax assets (liabilities, $ 23 $ (@29

(1) These deferred income tax liabilities are inclugethe Consolidated Balance Sheets as of Decenih@(®5
and 2004, respectively, in the caption entitled d-term liabilities.

In assessing the realizability of deferred tax ssseanagement considers whether it is “more likieén not”
that some portion or all of the deferred tax asaditsiot be realized. The ultimate realizationdsferred tax assets
is dependent upon the generation of future taxialskeme during the periods in which those tempodiffirences
become deductible. Management considers taxabbenadn carryback years, the scheduled reversadfefrbd tax
liabilities, tax planning strategies and projechgtire taxable income in making this assessmenbfA3cember 3.
2005, due to uncertainties surrounding the reatimaif the Company’s deferred tax assets inclutlimgcumulative
federal and state net operating losses sustaim@tgdhe prior years, the Company has a valuation
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allowance of $1,547.2 against its deferred taxtas¥ghen recognized, the tax benefits relatingtpraversal of th
valuation allowance will primarily be accounted &w a reduction of income tax expense.

Tax Attributes. At December 31, 2005, the Company had certainttakates available to offset regular
federal income tax requirements, subject to cefiaiitations, including net operating loss and gahbusiness
credit carryforwards of $768.0 and $.6, respecfivehich expire periodically through 2024 and 20dkpectively,
and alternative minimum tax (“AMT") credit carryfeards of $31.0, which have an indefinite life.

A substantial portion of the Company'’s attributemnd likely be used to offset any gains that maguhefrom
the cancellation of indebtedness as a part of tragany’s reorganization. Any tax attributes nolizgd by the
Company prior to emergence from Chapter 11 mayubgest to certain limitations as to their utilizati post-
emergence. Pursuant to the Kaiser Aluminum Ameiidad, in order to preserve the net operating loss
carryforwards available to the Company, certainangjockholders of the emerging entity, includihg VEBAs
and the PBGC, would be limited to the number ofst@f common stock that they will be able to &mllseveral
years after emergenc

Other. In March 2003, the Company paid approximately $22 €ettlement of certain foreign tax matters in
respect of a number of prior periods.

In connection with the sale of the Company’s intésén and related to QAL, the Company made paysnent
totaling approximately $8.5 for alternative minimtiax (“AMT”) in the United States. Such payments were ma
the fourth quarter of 2005. The Company believas shich amounts paid in respect of the sale ofdste should, in
accordance with the Intercompany Agreement, belreised to the Company from the funds held by thyidiating
Trustee. However, at this point, as this has yéetagreed, the Company has not recorded a rebeifcatihis
amount. The Company expects to resolve this miattie latter part of 2006 in connection with tiim§ of its
2005 Federal income tax return.

No U.S. federal or state liability has been recdrfite the undistributed earnings of the Companyas&tlian
subsidiaries at December 31, 2005. These undistdbearnings are considered to be indefinitelyvested.
Accordingly, no provision for U.S. federal and statcome taxes or foreign withholding taxes hashevided on
such undistributed earnings. Determination of thteptial amount of unrecognized deferred U.S. inedax
liability and foreign withholding taxes is not ptmable because of the complexities associated itgittlypothetical
calculation.

9. Employee Benefit and Incentive Plans

Historical Pension and Other Postretirement Benefins. The Company and its subsidiaries have histoyi
provided (a) postretirement health care and liguiance benefits to eligible retired employeestarit dependents
and (b) pension benefit payments to retirementpl&abstantially all employees became eligiblenfalth care and
life insurance benefits if they reached retirensage while still working for the Company or its sigigries. The
Company did not fund the liability for these betgfivhich were expected to be paid out of cash géed by
operations. The Company reserved the right, subgegpplicable collective bargaining agreementsnend or
terminate these benefits. Retirement plans werergéiy non-contributory for salaried and hourly doyges and
generally provided for benefits based on formulagty considered such items as length of servicecandings
during years of service.

Reorganization Efforts Affecting Pension and PasirBment Medical Obligations.The Company has stated
since the inception of its Chapter 11 proceedihgslegacy items that included its pension and-peigement
benefit plans would have to be addressed befor€timepany could successfully reorganize. The Company
previously disclosed that it did not intend to make pension contributions in respect of its domgstnsion plans
during the pendency of the Cases as it believedvttaally all amounts were pre-Filing Date obligms. The
Company did not make required accelerated fundaygnents to its salaried employee retirement
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plan. As a result, during 2003, the Company engagéshgthy negotiations with the PBGC, the 1114Ddttee
and the appropriate union representatives for thuelyr employees subject to collective bargainintgeagients
regarding its plans to significantly modify or tenate these benefits.

In January 2004, the Company filed motions with@wairt to terminate or substantially modify posteshent
medical obligations for both salaried and certainrty employees and for the distressed terminaifcsubstantially
all domestic hourly pension plans. The Company egbently concluded agreements with the 1114 Coreenéhd
union representatives that represent the vast imyagrthe Company’s hourly employees. The agreesprovide
for the termination of existing salaried and hoyrbstretirement medical benefit plans, and the iteation of
existing hourly pension plans. Under the agreemeantaried and hourly retirees would be providedgportunity
for continued medical coverage through COBRA orEB¥A and active salaried and hourly employees waeld
provided with an opportunity to participate in aremore replacement pension plans and/or definattibation
plans. The agreements with the 1114 Committee artdin of the unions have been approved by thetCout were
subject to certain conditions, including Court apad of the Intercompany Agreement in a form acablet to the
Debtors and the UCC (see Note 1). The ongoing fimhimpacts of the new and continuing pension glamd the
VEBA are discussed below in “Cash Flow”.

On June 1, 2004, the Court entered an order, subjeertain conditions including final Court appabfor the
Intercompany Agreement, authorizing the Companynf@ement termination of its postretirement medjgahs as
of May 31, 2004 and the Company'’s plan to make adegayments to one or more VEBAS. As previously
disclosed, pending the resolution of all contingesiin respect of the termination of the existingtpetirement
medical benefit plan, during the period June 142@G®ough December 31, 2004 the Company continneddrue
costs based on the existing plan and has treagedEBA contribution as a reduction of its liabilityder the plan.
However, since the Intercompany Agreement was agoro February 2005 and all other contingenciesdisead)
been met, the Company determined that the exigtisg retirement medical plan should be treateémsitated as
of December 31, 2004. This resulted in the Companggnizing a norash charge in 2004 of approximately $3
(reflected in Other operating charges, net — Note 6

The PBGC has assumed responsibility for the tramgebt of the Company’s pension plans, which remtesl
the vast majority of the Company’s net pensiongailon including the Company’s Salaried EmployeetrBment
Plan (in December 2003), the Inactive Pension Rfaduly 2004) and the Kaiser Aluminum Pension Plan
(in September 2004). The Salaried Employees Ret¢ineiialan, the Inactive Pension Plan and the K&ikeninum
Pension Plan are hereinafter collectively refetoeds the “Terminated Plans”. The PBGC'’s assumgpifahe
Terminated Plans resulted in the Company recogmizon-cash pension charges of approximately $1ialt#
fourth quarter of 2003, approximately $155.5 intiied quarter of 2004 and approximately $154.fimfourth
quarter of 2004. The fourth quarter 2003 and thirdrter 2004 charges were determined by the Comipasgd on
assumptions that are consistent with the GAAP rigit®r valuing ongoing plans. The Company belietled
represented a reasonable interim estimation metbggas there were reasonable arguments that tawiel been
made that could have resulted in the final allowiaiim amounts being either more or less than #fated in the
financial statements. The fourth quarter 2004 ohavgs based on the final agreement with the PBGiChwhas
approved by the Court in January 2005. Pursuathtet@greement with the PBGC, the Company and tf&®B
agreed, among other things, that: (a) the Compalhgentinue to sponsor the Company’s remainingsiem plans
(which primarily are in respect of hourly employegd-abricated products facilities) and made apprately $5.0
of minimum funding contributions for these plandiarch 2005; (b) the PBGC would have an allowed-pesition
administrative claim of $14.0, which is expectedbéopaid upon the consummation of a plan of reargdion for
the Company or the consummation of the KAAC/KFMplahichever comes first; and (c) the PBGC will dav
allowed pre-petition unsecured claims in respet¢hefTerminated Plans in the amount of $616.0, it be
resolved under the Kaiser Aluminum Amended Planspant to which the PBGC'’s cash recovery from pedseof
the Company’s sale of its interests in and relédedlipart and QAL will be limited to 32% of the nptoceeds
distributable to holders of the Company’s SenioteddpSub Notes and the PBGC.
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However, certain contingencies have arisen in ispfethe settlement with the PBGC. See Note 11 —

Contingencies Regarding Settlement with the PBGC.

Financial Data.

Assumptions

The following recaps the key assumptions used la@ainounts reflected in the Companfihancial statemen
with respect to the Company’s pension plans andrgibstretirement benefit plans. In accordance gatherally
accepted accounting principles, impacts of the gharn the Company’s pension and other postretinéimenefit

plans discussed above have been reflected in afmimiation.

The Company uses a December 31 measurement daitk dbits plans.

Weightedaverage assumptions used to determine benefitatigiitgs as of December 31 and net periodic be

cost for the years ended December 31 are:

Pension Benefits

Medical/Life Benefits

2005 2004 2003 2005 2004 2003

Benefit obligations assumptior

Discount rate 55(% 5.7%% 6.00% — 5.75%% 6.0(%

Rate of compensation incree 3.0(% 3.0(% 4.0(% — 4.0(% 4.0(%
Net periodic benefit cost assumptio

Discount rate 57% 5.7% 6.00% — 6.0(% 6.7%

Expected return on plan ass 85(% 85(% 9.0(% — — —

Rate of compensation incree 3.0(% 3.0(% 4.0(% — 4.0(% 4.0(%

As more fully discussed above, all of the Compampgstretirement medical benefit plans have beanitated
as a part of the Company’s reorganization eff@sssuch, the Company'’s obligations with respec¢h#existing

plans are fixed.
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Benefit Obligations and Funded Status

The following table presents the benefit obligasiamd funded status of the Company’s pension arat ot
postretirement benefit plans as of December 315 20@ 2004, and the corresponding amounts thameteled in
the Company’s Consolidated Balance Sheets. Theviolh table excludes the pension plan balancesaralints
related to Alpart, KIBC and Valco, which operatiovere sold and the obligations assumed by the Bugee
Note 3). The Compar's pension plan obligations related to the Graméacility were a part of the Terminated
Plans and are excluded from the table below.

Pension Benefits Medical/Life Benefits
2005 2004 2005 2004
Change in Benefit Obligatiol

Obligation at beginning of ye: $ 272 $644.°7 $1,042.( $1,014.(
Service cos 1.2 3.8 — 7.C
Interest cos 1.€ 28.€ — 58.€
Curtailments, settlements and amendm (-2 (609.€) — —
Actuarial (gain) los: 3.4 (37.0 — 19.1
Benefits paic (1.7) (3.3 (25.0) (57.0)

Obligation at end of yet 32.1 27.2 1,017.( 1,042.(

Change in Plan Assel

FMV of plan assets at beginning of yt 14.2 364.1 — —
Actual return on asse 2.C (23.0 — —
Employer contribution 6.4 2.4 25.C 57.C
Assets for which contributions transferred to tiBGe — (336.0) — —
Benefits paic (1.7) (3.9 (25.0 (57.0
FMV of plan assets at end of ye 21t 14.2 — —
Obligation in excess of plan ass 10.€ 13.C 1,017.( 1,042.(
Unrecognized net actuarial lo (9.6) (6.€) — —
Unrecognized prior service co (1.7 (.5) — —
Adjustment required to recognize minimum liabil 8.¢ 6.8 — —
Estimated net liability to PBGC in respect of Temated Plan 619.( 630.( — —
Intangible asset and oth 1.1 1.3 — —

Accrued benefit liability $628.¢ $644.C $1,017.C $1,042.(

As discussed more fully in Note 1, the amount dfliadility to the PBGC in respect of the Terminatelans
and in respect of the terminated post retiremenéfiieplan are expected to be resolved pursuathtetdaiser
Aluminum Amended Plan.

The accumulated benefit obligation for all defirmemhefit pension plans (other than the Terminatad$and
those plans that are part of discontinued opersltiatas $31.4 and $26.6 at December 31, 2005 andl 200
respectively.
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The projected benefit obligation, aggregate accated|benefit obligation and fair value of plan &s$er
continuing pension plans with accumulated bendfigations in excess of plan assets were $32.14%%1d $21.5,
respectively, as of December 31, 2005 and $27&5%nd $14.2, respectively, as of December 314200

Components of Net Periodic Benefit Cost —

The following table presents the components ofpeeibdic benefit cost for the years ended DecerBheP005
2004 and 2003:

Pension Benefits Medical/Life Benefits
2005 2004 2003 2005 2004 2003

Service cos $12 $ 47 $10z $— $ 7C $ 7.1
Interest cos 1.€ 30.¢ 60.7 — 58.¢ 51.2
Expected return on plan ass 1.5) (22.9 (38.9 — — —
Amortization of prior service co: A 2.€ 3.€ — (21.7) (225
Amortization of net (gain) los 4 5.C 16.1 — 24.€ 9.7
Net periodic benefit cos 1.8 20.2 52.C — 68.¢ 45.¢
Less discontinued operations reported separ — (7.8) (15.9 — (10.2) (11.9

Defined benefit plan 1.8 12.¢ 36.7 — 58.¢€ 33.7
401K (pension 7.2 — — — — —

$9.C $12/4/ $367 $— $58€ $33.7

The above table excludes pension plan curtailmestsattiement credits of $.7 in 2005 and pensian pl
curtailment and settlement costs of $142.4, an@ ®1id 2004 and 2003, respectively. The above talsle exclude
a post retirement medical plan termination charfggpproximately $312.5 in 2004.

The periodic pension costs associated with the ifeteed Plans were $16.9 and $46.1 for the yearscend
December 31, 2004 and 2003, respectively. The ahwl#004 and 2003 periodic pension costs relaied t
continuing operations that related to the Fabritgt®ducts segment was $8.3 and $16.6, respectavediithe
balances related to the Corporate segment. Theramb2004 and 2003 net periodic medical benefitsoelated t
continuing operations that related to the Fabritgt®ducts segment was $25.2 and $16.2, respagtivith the
remaining amounts being related to the Corporajmsaet.

Additional Information

The increase (decrease) in the minimum liabiligiuded in other comprehensive income was $3.2,.8]9@nc
$(138.6) for the years ended December 31, 2005 266 2003, respectively.

Description of Defined Contribution Plans

The Company, in March 2005, announced the impleatient of the new salaried and hourly defined
contribution savings plans. The salaried plan iadgoénplemented retroactive to January 1, 2004thechourly plar
is being implemented retroactive to May 31, 2004.

Pursuant to the terms of the new defined contrilousiavings plan, KACC will be required to make ainu
contributions into the Steelworkers Pension Trusth® basis of one dollar per United Steelworkémsmerica
(“USWA") employee hour worked at two facilities. KFC will also be required to make contributions tbedined
contribution savings plan for active USWA employ#es will range from eight hundred dollars to tyefour
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hundred dollars per employee per year, dependirth@amployee’s age. Similar defined contributiawisgs plans
have been established for non-USWA hourly emplogegect to collective bargaining agreements. Toamg@any
currently estimates that contributions to all sptdns will range from $3.0 to $6.0 per year.

In September 2005, the Company and the USWA ameageidr agreement to provide, among other thifay
the Company to contribute per employee amountisadsteelworkersPension Trust totaling approximately $.9.
amended agreement was approved by the Court ahdasugunt was recorded in the fourth quarter of 2005

The new defined contribution savings plan for sathemployees provides for a match of certain doutions
made by such employees plus a contribution of batv28 and 10% of their salary depending on thedraagl yeal
of service.

The Company recorded charges in respect of these including the retroactive implementation) b8P for
the year ended December 31, 2005. Of such totabatapproximately $6.3 is included in Cost of prots sold
(related to the Fabricated products segment) éhié$ncluded in Selling, administrative, reseaacidl development
and general expense (“SG&A") (which amount is dplitween the Corporate segment of $.4 and the dzdbd
products segment of $.5). The amount ($6.8) relatede retroactive implementationg. , the 2004 portion) of the
plans is reflected in Other operating charges(sest Note 6).

Plan Assets

As discussed above, the PBGC assumed responsfbilitie Company’s Terminated Plans in Decembe200
and the third quarter of 2004. Upon terminatioe, éissets and administration were transferred t®@H®&C. All
pension assets for the domestic plans that the @oyngontinues to sponsor are held in Kaiser AlumirRension
Master Trust (the “Master Trust”) solely for thenleéit of the pension plans’ participants and begiafies.
Historically, the weighted average asset allocatibthese plans, by asset category, consisted phned equity
securities of approximately 70% and others of 3@®ecember 31, 2005 and 2004. However, the Company
currently anticipates that after emergence fromp@dall proceedings the investment guidelinesheltevised to
reflect a more conservative investment strategh wihigher portion of the Master Trusts assetsghigivested in
fixed income funds/securities. The pension plaetssre managed by a trustee.

Cash Flow

Domestic Plans.As previously discussed, during the first threerged the Chapter 11 proceedings, the
Company did not make any further significant cdnttions to any of its domestic pension plans. Haveas
discussed above in connection with the PBGC setiférmgreement, which was approved by the Cousdrindry
2005, the Company paid approximately $5.0 in M&@05 and approximately $1.0 in July 2005 in respéct
minimum funding contributions for retained pensmlans, and paid $11.0 in respect of post-petitimiaistrative
claims of the PBGC when the KAAC/KFC Plan becanfedtive in December 2005. An additional $3.0 could
become payable as an administrative claim deperatirtye outcome of certain legal proceedings (swe M1).
Any other payments to the PBGC are expected tinfitetl to recoveries under the Liquidating Pland Hre Kaiser
Aluminum Amended Plan.

The amount related to the retroactive implementatiothe defined contribution savings plans (semvapwas
paid in July 2005.

As a replacement for the Company’s previous pastraent benefit plans, the Company agreed to dmutti
certain amounts to one or more VEBA's. Such countidns are to include:

* An amount not to exceed $36.0 and payable on emeegieom the Chapter 11 proceedings so long as the
Compan’s liquidity (i.e. cash plus borrowing availabilitig) at least $50.0 after considering such paym
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To the extent that less than the full $36.0 is @aid the Company'’s interests in Anglesey are sulessly
sold, a portion of such sales proceeds, in cediainimstances, will be used to pay the short

» On an annual basis, 10% of the first $20.0 of ahoash flow, as defined, plus 20% of annual castv flas
defined, in excess of $20.0. Such annual payméats isot exceed $20.0 and will also be limited twib
carryover to future years) to the extent that thgnpents do not cause the Company’s liquidity téeke than
$50.0.

* Advances of $3.1 in June 2004 and $1.9 per morttedfter until the Company emerges from the Cas®s.
advances made pursuant to such agreement willitgesi credit toward the $36.0 maximum contribuoititue
upon emergenct

In October 2004, the Company entered into an amentito the USWA agreement to satisfy certain tezdini
requirements for the follow-on hourly pension plaiscussed above. The Company also agreed to pagditional
$1.0 to the VEBA in excess of the originally agrée36.0 contribution described above, which amevas paid i
March 2005. Under the terms of the amended agreethenCompany is required to continue to makentioathly
VEBA contributions as long as it remains in Chagtereven if the sum of such monthly payments edsdee
$37.0 maximum amount discussed above. Any monthiguants paid during the Chapter 11 process in exafetbe
$37.0 limit will offset future variable contributiorequirements post emergence. The amended agreesen
approved by the Court in February 2005. VEBAated payments through December 31, 2005 totgipdoximately
$38.3.

As a part of the September 2005 agreement witluBMA discussed above, which was approved by thetCou
in October 2005, KACC has also agreed to provideades of up to $8.5 to the VEBA for hourly empleg&uring
the first two years after emergence from the Casesguested by the VEBA for hourly employees anbject to
certain specified conditions. Any such advancesl@vaacrue interest at a market rate and would fedtice any
required annual variable contributions. Any advahamounts in excess of required variable contriimstiwould, at
KACC's option, be repayable to KACC in cash, sharesew common stock of the emerging entity or a
combination thereof.

Total charges associated with the VEBAs duringysar ended December 31, 2005 were $23.8 which atmoun
are reflected in the accompanying financial statésas a reduction in Liabilities subject to conmpize (see
Note 16 regarding the accounting treatment of tB@X charges)

Foreign Plans. Contributions to foreign pension plans (excludingse that are considered part of discontir
operations — see Note 3) were nominal.

Significant Charges in 2004 and 2003

In 2004 and 2003, in connection with the Compamgrmination of its Terminated Plans (as discusfevea),
the Company recorded non-cash charges of $310.8E2M2, respectively, which amounts have beemdted in
Other operating charges, net (see Note 6). ThegeBaecorded in the fourth quarter of 2003 andithirarter of
2004 had no material impact on the pension ligb#li#sociated with the plans since the Company radqusly
recorded a minimum pension liability, as also reegiiby GAAP, which amount was offset by charges to
Stockholders’ equity.

In 2004, in connection with the termination of thempany’s post-retirement medical plans (as diguiss
above), the Company recorded a $312.5 non-caslyehahich amount has been included in Other opeyati
charges, net (see Note 6).

Postemployment BenefitsThe Company has historically provided certain bignigd former or inactive
employees after employment but before retiremeatvéver, as a part of the agreements more fullyudised abov
such benefits were discontinued in mid-2004.
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Restricted Common Stockihe Company has a restricted stock plan, whichamasof its stock incentive
compensation plans, for its officers and other eygés. Pursuant to the plan, approximately 1,181r86tricted
shares of the Company’s Common Stock were outsigrati of January 31, 2002. During 2002 through 2005
approximately 1,122,000 of the unvested restristeates were cancelled or voluntarily forfeited.ohs
December 31, 2005, there were no restricted slartstanding.

Incentive Plans. The Company has an unfunded incentive compensptagram, which provides incentive
compensation based on performance against anrared phd over rolling three-year periods. In addijtibe
Company has a “nonqualified” stock option plan ##dCC has a defined contribution plan for salarietpéoyees
which provides for matching contributions by then@pany at the discretion of the board of direct@isen the
challenging business environment encountered d@@d%, 2004 and 2003 and the disappointing resfilts
operations for all years, only modest incentiverpagts were made and no matching contribution wesgded in
respect of either year. The Company’s expenselifof these plans was $3.5, $1.7 and $6.1 for #ery ended
December 31, 2005, 2004, and 2003, respectively.

Up to 8,000,000 shares of the Company’s CommonkSteee initially reserved for issuance under itsckt
incentive compensation plans. At December 31, 28(@54,889 shares of Common Stock remained avaifabl
issuance under those plans. Stock options grantedignt to the Company’s nonqualified stock opporgram are
to be granted at or above the prevailing marketepgenerally vest at a rate of 20 — 33% per yaadt,have a five
or ten year term. Information concerning nonquadifstock option plan activity is shown below. Theighted
average price per share for each year is showmtbetically.

2005 2004 2003
Outstanding at beginning of year ($3.14, $3.34$m63, respectively 810,04( 850,14( 1,454,86.
Expired or forfeited ($2.49, $7.25 and $8.86, retigely) (318,92() (40,1000  (604,72)
Outstanding at end of year ($3.57, $3.14 and $3¢®pectively 491,12( 810,04 850,14(
Exercisable at end of year ($3.41, $3.04 and $3e3pectively 462,93t  781,85! 645,65¢

Options exercisable at December 31, 2005 had esedrie prices ranging from $1.72 to $10.06 and glted
average remaining contractual life of 5.6 yearseBithat the average sales price of the Company’srion Stock
is currently in the $.03 per share range, the Combelieves it is unlikely any of the stock optiom#l be exercisec
Further, the equity interests of the holders oftartding options are expected to be cancelled witbonsideration
pursuant to the Kaiser Aluminum Amended Plan.

10. Minority Interests

KACC has four series of $100 par value Cumulatieertible Preference Stock (“$100 Preference Sjock
outstanding with annual dividend requirements divieen 41/ s% and 43/ 4%. KACC has the option to redeem the
$100 Preference Stock at par value plus accruedatids. KACC does not intend to issue any additishares of
the $100 Preference Stock. By its terms, the $X8€Rence Stock can be exchanged for per shareacashnts
between $69 — $80. The Company records the $10@reree Stock at their exchange amounts for firsnci
statement presentation and includes such amoumgirity interests. At December 31, 2005 and 2@4standin
shares of $100 Preference Stock were 8,669. Imrdanoe with the Code and DIP Facility, KACC is petmitted
to repurchase or redeem any of its stock. Furtherequity interests of the holders of the $100ePeeice Stock are
expected to be cancelled without considerationyamsto the Kaiser Aluminum Amended Plan.
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11. Commitments and Contingencies

Impact of Reorganization Proceeding®uring the pendency of the Cases, substantiallpeaiding litigation,
except certain environmental claims and litigatiagainst the Debtors is stayed. Generally, claigasnst a
Reorganizing Debtor arising from actions or omigsiprior to its Filing Date are expected to belsgfpursuant to
the Kaiser Aluminum Amended Plan.

Commitments.KACC has a variety of financial commitments, inéhglpurchase agreements, tolling
arrangements, forward foreign exchange and forwalels contracts (see Note 12), letters of crewt,quarantees.
A significant portion of these commitments relaighte Companyg interests in and related to QAL, which were !
in April 2005 (see Note 3). KACC also has agreemémsupply alumina to and to purchase aluminumfro
Anglesey. During the third quarter of 2005, the @amy placed orders for certain equipment, furnaces
and/or services intended to augment the Comgamgat treat and aerospace capabilities at theaBpokVashingto
facility in respect of which the Company expectbécome obligated for costs likely to total in thage of 75.0.
Approximately $17.0 of such costs were incurre@@85. The balance will likely be incurred in 2006122007, witt
the majority of such costs being incurred in 2006.

Minimum rental commitments under operating leasd3egember 31, 2005, are as follows: years ending
December 31, 2006 — $2.6; 2007 — $1.7; 2008 — $1009 — $1.3; 2010 — $.3; thereafter — $.1. Purstmn
the Code, the Debtors may elect to reject or assuragpired pre-petition leases. Rental expensts, éfcluding
rental expenses of discontinued operations, wei® $3.1 and $8.6, for the years ended Decembe2(®8Ig, 2004
and 2003, respectively. Rental expenses of diswoedi operations were $4.9 and $6.6 for the yeateden
December 31, 2004 and 2003, respectively.

Environmental ContingenciesThe Company and KACC are subject to a number ofemwmental laws and
regulations, to fines or penalties assessed fegedl breaches of the environmental laws, and tmsland litigation
based upon such laws and regulations. KACC cugrénubject to a number of claims under the Coimgmsive
Environmental Response, Compensation and Lialilyof 1980, as amended by the Superfund Amendments
Reauthorization Act of 1986 (“CERCLA"), and, alongth certain other entities, has been named agenpally
responsible party for remedial costs at certairdtparty sites listed on the National Prioritiestliinder CERCLA.

Based on the Company’s evaluation of these and ethgronmental matters, the Company has estaloishe
environmental accruals, primarily related to patdrgolid waste disposal and soil and groundwagaradiation
matters. During the year ended December 31, 2088 &recorded charges of $23.2 to increase its enwmiental
accrual. The following table presents the changesich accruals, which are primarily included imgderm
liabilities, for the years ended December 31, 2@0®4 and 2003:

2005 2004 2003
Balance at beginning of peric $58.2 $82Et $59.1
Additional accrual 5 8.4 25.€
Less expenditure (12.3) (32.6) (2.2
Balance at end of period( $46.5 $58.5 $82.F

(1) As of December 31, 2005 and 2004, $30.7 and $88spgectively, of the environmental accrual wastidel in
Liabilities subject to compromise (see Note 1) #relbalance was included in L¢-term liabilities.

These environmental accruals represent the Comgasyimate of costs (in nominal dollars without
discounting) reasonably expected to be incurreédas presently enacted laws and regulations, wilyravailable
facts, existing technology, and the Compamssessment of the likely remediation action ttaken. In the ordina
course, the Company expects that these remeditiions will be taken over the next several years
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and estimates that annual expenditures to be ahéngbese environmental accruals will be approxatyab14.5 in
2006, $.2 to $3.8 per year for the years 2007 #ind2010 and an aggregate of approximately $25rgdlfier.
Approximately $20.2 of the $25.5 environmental ilities expected to be settled after 2010 relatesan-owned
property sites has been included in the after 2@l8nce because such amounts are expected taled setely
pursuant to the Kaiser Aluminum Amended Plan.

Approximately $20.2 of the amount provided in 208[&tes to the previously disclosed multi-sitelegient
agreement with various federal and state governshesgulatory authorities and other parties in eespf KACC's
environmental exposure at a number of wemed sites. Under this agreement, among othegshiRACC agreed 1
claims at such sites totaling $25.6 ($20.2 gretht@m amounts that had previously been accruedésetsites) and,
in return, the governmental regulatory authoritiese agreed that such claims would be treatedeaBifing Date
unsecured claims (i.e. liabilities subject to coamise). The Company recorded the portion of theZa6crual that
relates to locations with operations ($15.7) iné@thperating charges, net (see Note 6). The reraaofdhe accrue
($4.5), which relates to locations that have narafed for a number of years was recorded in Gticeme
(expense) (see Note 2).

During 2004 and 2003, the Company also providedtiaddl accruals totaling approximately $1.4 andd$3
respectively, associated with certain KACC-owneapgrties with no current operations (recorded ineDtncome
(expense) — see Note 2). The 2004 accrual resfittedfacts and circumstances determined in thenarglicourse
of business. The additional 2003 accruals resyltadarily from additional cost estimation effortadertaken by th
Company in connection with its reorganization gfoBoth the 2004 and 2003 accruals were recorddidlzlities
not subject to compromise as they relate to pr@seawned by the Company.

The Company has previously disclosed that it isids that its assessment of environmental accomlkl
increase because it may be in the interests stalteholders to agree to increased amounts to,@otber things,
achieve a claim treatment that is favorable arekjmedite the reorganization process. The Septe2f3 multisite
settlement is one example of such a situation.

In June, 2004, the Company reported that it wasecto entering settlement agreements with variauoses
pursuant to which a substantial portion of the saheed environmental claims could be settled farapimately
$25.0 — $30.0. In September 2004, agreements hétlaffected parties were reached and Court appfovalich
agreements was received. During October 2004, tmep@ny paid approximately $27.3 to completely sdttese
liabilities. The amounts paid approximated the amai liabilities recorded and did not result inyanaterial net
gain or loss.

As additional facts are developed and definitiveediation plans and necessary regulatory apprdoals
implementation of remediation are established @ria&tive technologies are developed, changessethnd other
factors may result in actual costs exceeding tmeentienvironmental accruals. The Company beli¢vasit is
reasonably possible that costs associated witle thegironmental matters may exceed current acchyadgnounts
that could range, in the aggregate, up to an eul$20.0 (a majority of which are estimated tateto owned sit
that are likely not subject to compromise). As thsolution of these matters is subject to furtlegutatory review
and approval, no specific assurance can be givémaken the factors upon which a substantial portf this
estimate is based can be expected to be resolwdeer, the Company is currently working to resaleetain of
these matters.

The Company believes that KACC has insurance cgeeasailable to recover certain incurred and future
environmental costs. However, no amounts have heemued in the financial statements with respesuth
potential recoveries.

Other Environmental MattersDuring April 2004, KACC was served with a subpoémadocuments and has
been notified by Federal authorities that theyimvestigating certain environmental compliance ésswith respect
to KACC's Trentwood facility in the State of Wasgton. KACC is undertaking its own internal investign of the
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matter through specially retained counsel to enthatit has all relevant facts regarding Trentws@dmpliance
with applicable environmental laws. KACC believewsiin compliance with all applicable environmdnéav and
requirements at the Trentwood facility and intetaldefend any claims or charges, if any shouldltegigorously.
The Company cannot assess what, if any, impactthiser may have on the Company’s or KACC's finahci
statements.

Asbestos and Certain Other Personal Injury Claim6ACC has been one of many defendants in a number of
lawsuits, some of which involve claims of multiglersons, in which the plaintiffs allege that certai their injuries
were caused by, among other things, exposure &stmbor exposure to products containing asbesbolsiped or
sold by KACC or as a result of, employment or aggam with KACC. The lawsuits generally relatepimducts
KACC has not sold for more than 20 years. As ofitiitéal Filing Date, approximately 112,000 asbestelated
claims were pending. The Company has also prewialistlosed that certain other personal injuryrakhad been
filed in respect of alleged pre-Filing Date expeaste silica and coal tar pitch volatiles (approxieta 3,900 claims
and 300 claims, respectively).

Due to the Cases, holders of asbestos, silica @@dar pitch volatile claims are stayed from coning to
prosecute pending litigation and from commencing fevsuits against the Reorganizing Debtors. Assalt, the
Company has not made any payments in respect adfahgse types of claims during the Cases. Defipi€ases,
the Company continues to pursue insurance collesiio respect of asbestos-related amounts paidtprits Filing
Date and, as described below, to negotiate insaraettlements and prosecute certain actions tifycpalicy
interpretations in respect of such coverage.

The following tables present historical informati@garding KACC's asbestos, silica and coal tartpit
volatiles-related balances and cash flows:

December 31,

2005 2004
Liability $1,115.C  $1,115.(
Receivable(1 965.5 967.(

$ 1495 $ 148.(

Year Ended
December 31, Inception
2005 2004 2003 to Date
Payments made, including related legal ¢ $— $— $ — $(355))
Insurance recoveries( 1.t 2.7 18.€ 267.1
$1.5 $2.7 $18.€ $ (88.0

(1) The asbestos-related receivable was determineldeosaime basis as the asbestos-related cost a¢ttouwadver,
no assurances can be given that KACC will be abj@aeject similar recovery percentages for futigieestos-
related claims or that the amounts related to &uagbestos-related claims will not exceed KACClregate
insurance coverage. Amounts are stated in nomuoikdrd and not discounted to present value as tmegany
cannot currently project the actual timing of paytseor insurance recoveries particularly in lighthe expecte
treatment of such items in any plan of reorganirathat is ultimately filed. The Company believieatt as of
December 31, 2005, it had received all insuranceveries that it is likely to collect in respectasbestos-
related costs paid. See Note

(2) Excludes certain amounts paid by insurers intgparsge escrow account (in respect of future segtes) more
fully discussed below

As previously disclosed, at the Filing Date, thar(pany had accrued approximately $610.1 (included in
Liabilities Subject to Compromise) in respect diestos and other similar personal injury claimsdislosed,
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such amount represented the Company’s estimataifoent claims and claims expected to be filed ev&® year
period (the longest period KACC believed it colidn reasonably estimate) based on, among othgsthkixisting
claims, assumptions about the amounts of asbeslai®d payments, the status of ongoing litigatiot settlement
initiatives, and the advice of Wharton Levin Ehrrimant & Klein, P.A., with respect to the currerdatst of the law
related to asbestos claims. The Company also disdlthat there were inherent limitations to su¢cimedes and th:
the Company’s actual liabilities in respect of satdims could significantly exceed the amounts aedr that at
some point during the reorganization process, tragany expected that an estimation of KACC'’s eratgkestos-
related liability would occur; and that until supgtocess was complete or KACC had more informatahCC was
unlikely to be able to adjust its accruals.

Over the last year-plus period, the Company haagedjin periodic negotiations with the represewtatof the
asbestos, silica and coal tar pitch claimants haddompany'’s insurers as part of its reorganizagftorts. As more
fully discussed in Note 1, these efforts resultedn agreed term sheet in early 2005 between thgp@ay and othe
key constituents as to the treatment for such damany plan(s) of reorganization the Companysfiwhile a
formal estimation process has not been completad that the Company can reasonably predict the foatiard fol
resolution of these claims and based on the infoaamaesulting from the negotiations process, toen@any
believes it has sufficient information to projeataamge of likely costs. The Company now estimaiasits total
liability for asbestos, silica and coal tar pitablatile personal injury claims is expected to beneen approximately
$1,100.0 and $2,400.0. However, the Company doeamiizipate that other constituents will necesgagree with
this range and the Company anticipates that, astaopany estimation process that may occur inGhses, other
constituents are expected to disagree with the @ogip estimated range of costs. In particularGoenpany is
aware that certain informal assertions have beaterbg representatives for the asbestos, silicacaabitar pitch
volatiles claimants that the actual liability magceed, perhaps significantly, the top end of thenBany’s expected
range. While the Company cannot reasonably prediet the ultimate amount of such claims will beedietined to
be, the Company believes that the minimum endefadmge is both probable and reasonably estimatable
Accordingly, in accordance with GAAP, the Compaagarded an approximate $500.0 charge in 2004 tease it
accrued liability at December 31, 2004 to the $%,0Ininimum end of the expected range (includeldabilities
subject to Compromise — see Note 1). Future adgststo such accruals are possible as the reoejanmz
and/or estimation process proceeds and it is pesit such adjustments will be material.

As previously disclosed, KACC believes that it e®urance coverage available to recover a subatgmrtion
of its asbestos-related costs and had accrueckpaceed recoveries totaling approximately $463.tfas
September 30, 2004, after considering the apprdrim&54.4 of asbestos-related insurance recedgtsived from
the Filing Date through September 30, 2004. Asipresly disclosed, the Company reached this conmtuafter
considering its prior insurance-related recovenagspect of asbestos-related claims, existingrarice policies,
and the advice of Heller Ehrman LLP with respecpplicable insurance coverage law relating ta¢nms and
conditions of those policies.

As a part of the negotiation process described @bitre Company has continued its efforts with iessuto
make clear the amount of insurance coverage expéatee available in respect of asbestos, silichcaal tar pitch
personal injury claims. The Company has settleéstels-related coverage matters with certain oh#isrance
carriers. However, other carriers have not yetedjte settlements and disputes with carriers eRisting 2000,
KACC filed suit in San Francisco Superior Courtiagha group of its insurers, which suit was th&egasplit into
two related actions. Additional insurers were adibethe litigation in 2000 and 2002. During OctoBe01, June
2003, February 2004 and April 2004, the court rdéadrably on a number of policy interpretatioruiss.
Additionally, one of the favorable October 2001ingk was affirmed in February 2002 by an intermiedégpopellate
court in response to a petition from the insur&le litigation is continuing. Certain insurers hdied motions for
review and appeals to object to certain aspediseo€onfirmation order in respect of the KaiserrAimum Amende
Plan, including with regard to whether the riglitgtoceeds of certain of the insurance policies by
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transferred upon emergence to the applicable parsgnory trust(s) contemplated by the Kaiser Alaonin
Amended Plan as part of the resolution of the antding tort claims. It is expected that the Unifdtes District
Court will decide this matter as a part of the pdfirmation process. While the Company believes the
applicable law supports the transfer of such righisroceeds to the Applicable Personal Injury {g)sno
assurances can be provided on how the Court withately rule on this or other aspects of the Kaeminum
Amended Plan.

The timing and amount of future insurance recogecntinues to be dependent on the resolutionyf an
disputes regarding coverage under the applicablgamce policies thru the process of negotiatiariarther
litigation. However, the Company believes that sabal recoveries from the insurance carrierspaobable. The
Company estimates that at December 31, 2005 itainémg solvent insurance coverage was in the rafigd4,400.(
- $1,500.0. Further, assuming that actual asbesilas, and coal tar pitch volatile costs were ¢éothe $1,115.0
amount now accrued (as discussed above) the Contyediryes that it would be able to recover fronuness
amounts totaling approximately $965.5, and, acoglglithe Company recorded in 2004 an approxima@® &b
increase in its personal injury-related insurarem®ivable. The foregoing estimates are based omguather
things, negotiations, the results of the litigatafforts discussed above and the advice of Heltleman LLP with
respect to applicable insurance coverage law ngjat the terms and conditions of those policiebilg\the
Company considers the approximate $965.5 amoue frobable (based on the factors cited above)ibssible
that facts and circumstances could change andcif a change were to occur, that a material adprstto the
amount recorded could occur. Additionally, it sitbbk noted that, if through the estimation procgssegotiation,
it was determined that a significantly higher anmtoafrcosts were expected to be paid in respecsloéstos, silica
and coal tar pitch volatile claims: (a) any amountsexcess of $1,400.0 — $1,500.0 would likely betoffset by
any expected incremental insurance recoveriesk@ntié presently uncertain to what extent addiéibinsurance
recoveries would be determined under GAAP to béaite in respect of expected costs between th@@D 1
amount accrued at December 31, 2005 and total anodestimated solvent insurance coverage availd&uleher, i
is possible that, in order to provide certaintyaspect of tort-related insurance recoveries, th@@any and the
insurers may enter into further settlement agre¢snestablishing payment obligations of insurerh#otrusts
discussed in Note 1. Settlement amounts may berdiff from the face amount of the policies, whimhstated in
nominal terms, and may be affected by, among dttiegs, the present value of possible cash recegs the
potential obligation of the insurers to pay overdiwhich could impact the amount of receivablesneed.

Since the start of the Cases, KACC has enteredsettiement agreements with several of the insuvbase
asbestos-related obligations are primarily in respéfuture asbestos claims. These settlemeneawgats were
approved by the Court. In accordance with the Capptroval, the insurers have paid certain amopoiguant to
the terms of that approved escrow agreementsfuntds (the “Escrow Funds”) in which KACC has nceirgst, but
which amounts will be available for the ultimatétleenent of KACC's asbestos-related claims. Becahsdescrow
Funds are under the control of the escrow agerits,will make distributions only pursuant to a Coander, the
Escrow Funds are not included in the accompanyamgalidated balance sheet at December 31, 20@&ldition,
since neither the Company nor KACC received anyenuc benefit or suffered any economic detrimermt bave
not been relieved of any asbestos-related obligatfoa result of the receipt of the escrow fundihar the
asbestos-related receivable nor the asbestosddialbdity have been adjusted as a result of thiemgsactions.

During the latter half of 2005, the Company entérgd certain conditional settlement agreement wisurers
under which the insurers agreed (in aggregateayoapproximately $375.0 in respect of substantalllgoverage
under certain policies having a combined face vafuspproximately $459.0. The settlements, whichenapproved
by the Court, have several conditions, includirggaslative contingency and are only payable totthst(s) being
set up under the Kaiser Aluminum Amended Plan wgroargence (more fully discussed in Note 1). Onefset
insurers paid approximately $137.0 into a sepasteow account in November 2005. If the Companys aha
emerge, the agreement is null and void and thesf@aldng with any interest that has accumulatetd)osireturned
to the insurers. As of December 31, 2005, the grsunad paid $152.0 into the Escrow Funds, a suista
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portion of which related to the conditional settents. It is possible that settlements with addélansurers will
occur. However, no assurance can be given thatsettdements will occur.

During March 2006, the Company reached a conditisetilement agreement with another group of insure
under which the insurers would pay approximately.86n respect of certain policies having a comtifaee value
of approximately $80.0. The conditional settlemeritich has similar terms and conditions to the otwaditional
settlement agreement discussed above, must stibpeved by the Court. Negotiations with otheuness
continue.

The Company has not provided any accounting retiogrfor the conditional agreements in the accorgpan
financial statements given: (1) the conditionalnatof the settlements; (2) the fact that, if tr@d€r Aluminum
Amended Plan does not become effective, the Compamgrests with respect to the insurance polic@gered by
the agreements are not impaired in any way; anthé8Company believes that collection of the apjmake $965.5
amount of Personal injury-related insurance recoveceivable is probable even if the conditionakagnents are
ultimately approved. No assurances can be given abether the conditional agreements will becomal for as to
what amounts will ultimately be collected in redpefcthe insurance policies covered by the conddlsettlement
or any other insurance policies.

Hearing Loss Claims.During February 2004, the Company reached a sedtiein principle in respect of 400
claims, which alleged that certain individuals where employees of the Company, principally at difac
previously owned and operated by KACC in Louisianéfered hearing loss in connection with their tapment.
Under the terms of the settlement, which is stillject to Court approval the claimants will be aial claims
totaling $15.8. As such, the Company recorded a8diBarge (in Other operating charges, net — sde 8jan
2003 and a corresponding obligation (included @bilities subject to compromise see Note 1). However, no ci
payments by the Company are required in respattese amounts. Rather the settlement agreememroplates
that, at emergence, these claims will be transleloe separate trust along with certain rightsregaertain
insurance policies of the Company and that sualramse policies will be the sole source of recotoshe
claimants. While the Company believes that therausce policies are of value, no amounts have beftacted in
the Company’s financial statements at Decembe2@Q5 in respect of such policies as the Companidamat with
the level of certainty necessary determine the arnolrecoveries that were probable.

During the Cases, the Company has received appateiyn3,200 additional proofs of claim alleging pre
petition injury due to noise induced hearing lds& not known at this time how many, if any, otk claims have
merit or at what level such claims might qualifythin the parameters established by the abveferenced settleme
in principle for the 400 claims. Accordingly, the@pany cannot presently determine the impact arevaf these
claims. However, under the plan of reorganizatibsuch claims will be transferred, along with eéntrights
against certain insurance policies, to a sepanas¢ and resolved in that manner rather than beétiied prior to the
Company’s emergence from the Cases.

Labor Matters. In connection with the USWA strike and subsequeckiout by KACC, which was settled in
September 2000, certain allegations of unfair lgdvactices (“ULPs”) were filed with the National lhar Relations
Board (“NLRB”) by the USWA. As previously disclosedACC responded to all such allegations and beliethat
they were without merit. Twenty-two of twenty-foalfegations of ULPs previously brought against KARYCthe
USWA have been dismissed. A trial before an adrratise law judge for the two remaining allegatiamncluded
in September 2001. In May 2002, the administradtivejudge ruled against KACC in respect of the t&maining
ULP allegations and recommended that the NLRB awank wages, plus interest, less any earningseofvtirkers
during the period of the lockout. The administratiaw judge’s ruling did not contain any specifin@unt of
proposed award and was not self-executing.

In January 2004, as part of its settlement withUS&/A with respect to pension and retiree mediealdfits,
KACC and the USWA agreed to settle their case panbéefore the NLRB, subject to approval of the NLRB

89




KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
(Debtor-in-Possession)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

General Counsel and the Court and ratification tigptu members. Under the terms of the agreemerglysiar the
purposes of determining distributions in connectioth the reorganization, an unsecured pre-petitiaim in the
amount of $175.0 will be allowed. Also, as parthe agreement, the Company agreed to adopt agrositi
neutrality regarding the unionization of any emgey of the reorganized company.

The settlement was ratified by the union membefeipruary 2004, amended in October 2004, and ukima
approved by the Court in February 2005. Until Fabyt2005, the settlement was also contingent oiCthet's
approval of the Intercompany Agreement. Howevethstontingency was removed when the Court appritved
Intercompany Agreement in February 2005. Sincenallerial contingencies in respect of this settlerhene been
resolved and, since the ULP claim existed as oDideember 31, 2004 balance sheet date, the Cormpeorded a
$175.0 non-cash charge in the fourth quarter ofi3@&flected in Other operating charges, net — Njte

Labor Agreement. The Company previously disclosed that the laboe@gent covering the USWA workers
KACC's Spokane, Washington rolling mill and Newa@hio extrusion and rod rolling facility were setexpire in
September 2005 and that KACC and representativiieedf SWA had begun discussions regarding a near lab
agreement. During June 2005, KACC and represeetati¥the USWA reached an agreement in respebedébor
agreements for such locations and the union mensidasequently ratified the agreement. Additionaiu labor
agreements were reached with USWA members at tfeRind, Virginia, and Tulsa, Oklahoma extrusiorilities.
The new agreements at all of these locations cornetkan July 1, 2005 and run through various expinadates in
2010. The agreements provide for the followingaatteplant: a ratification-signing bonus; typicadurstry-level
annual wage increases; an opportunity to shar&int profitability; and a continuation of benefiteodeled along tt
lines of the settlement between the parties apprbyehe Court in February 2005. The approxima$e®yof
ratification signing bonuses were expensed in #oesd quarter of 2005 since that is when ratificaticcurred
(included in Cost of products sold).

Contingencies Regarding Settlement with the PB@&G.more fully described in Note 8, in responsehto t
January 2004 Debtors’ motion to terminate or sutisthy modify substantially all of the Debtors’ fileed benefit
pension plans, the Court ruled that the Companynhetcthe factual requirements for distress ternmonaas to all of
the plans at issue. The PBGC appealed the Coutirgyr However, as more fully discussed in Note@&ing the
pendency of the PBGC's appeal, the Company anBB&C reached a settlement under which the PBG&ddoe
assume the Terminated Plans. The Court approvedéfilement in January 2005. The Company belighesd
subject to the Kaiser Aluminum Amended Plan and.iljeidating Plans complying with the terms of fBGC
settlement, all issues in respect of such matters wesolved. However, despite the settlementtv@iPBGC, the
intermediate appellate court proceeded to consicePBGC's earlier appeal and issued a ruling distadth 31,
2005 affirming the Court’s rulings regarding distsdermination of all such plans. If the currerpigfate ruling
became final, it is possible that the remainingrasf benefit plans would be assumed by the PBG@eShe
Company and the PBGC became aware of the interteegiipellate court ruling, the Company and the PBG&
conducted additional discussions. In July 2005Qbmpany and the PBGC reached an agreement, whish w
approved by the Court in September 2005, undertwithie PBGC agreement previously approved by thetQms
amended to permit the PBGC to further appeal ttegrimediate appellate court ruling. Under the teofrithe
amended PBGC agreement, if the PBGC were to prievtik further appeal, all aspects of the previoapproved
PBGC agreement would remain the same. Accordimglgssence, if the PBGC's further appeal were ¢vail, the
Company does not believe there would be any matatigerse consequences. On the other hand, urelantbnde
agreement, if the intermediate appellate courhguis upheld on further appeal, the PBGC is regluioe (a) approv
the distress termination of the remaining definedddit pension plans; and (b) reduce the amoutiteof
administrative claim to $11.0 (from $14.0). Undee smended agreement, both the Company and the RB@€d
to take up no further appeals. Pending a finallutism of this matter, the Company’s settlementwiiie PBGC
remains in full force and effect. Upon consummatéthe Liquidating Plans, the $11.0 minimum waglga the
PBGC. The remaining $3.0 that would be payablbefRBGC were to be paid the maximum amount of the
administrative claim was accrued at December 30520 Accrued salaries, wages, and related expeibes
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Company continues to believe that any outcome woatde less favorable (from a cash perspectia) the terms
of the PBGC settlement or the amended PBGC agrdefewever, if the remaining defined benefit pengtans
were to be terminated, it would likely result iman-cash charge of approximately $6.0 — $7.0.

The indenture trustee for the Sub Notes appeake@turt’s order approving the settlement with tB&E. In
March 2006, the first level appellate court affigrtbe Court’s approval of the settlement with tiBGE.

Other Contingencies.The Company or KACC is involved in various othaiclis, lawsuits, and other
proceedings relating to a wide variety of mattetated to past or present operations. While uniceiea are
inherent in the final outcome of such matters, imspresently impossible to determine the actwets that
ultimately may be incurred, management currentlielies that the resolution of such uncertainties te
incurrence of such costs should not have a matdiadrse effect on the Company’s consolidated &izduposition,
results of operations, or liquidity.

12. Derivative Financial Instruments and Related tlddging Programs

In conducting its business, KACC has historicabgd various instruments, including forward consastd
options, to manage the risks arising from fluctwasiin aluminum prices, energy prices and exchasigs. KACC
has historically entered into hedging transactioos time to time to limit its exposure resultingiin (1) its
anticipated sales primary aluminum and fabricatathenum products, net of expected purchase costitcims that
fluctuate with aluminum prices, (2) the energy enitsk from fluctuating prices for natural gas ugeds productior
process, and (3) foreign currency requirements megipect to its cash commitments with foreign ddibses and
affiliates. As KACC'’s hedging activities are gerigralesigned to lock-in a specified price or ramf@rices, gains
or losses on the derivative contracts utilizechim hedging activities (except the impact of thass#tacts discussed
below which have been marked to market) generdlbebat least a portion of any losses or gairnspeetively, on
the transactions being hedged.

KACC's share of primary aluminum production fromglesey is approximately 150,000,000 pounds annually
Because KACC purchases alumina for Anglesey aepilioked to primary aluminum prices, only a partaf the
Company’s net revenues associated with Anglesegxpesed to price risk. The Company estimates ¢h@artion
of its share of Anglesey production exposed to primaluminum price risk to be approximately 100,000 pound
annually.

As stated above, the Company'’s pricing of fabridatleiminum products is generally intended to latlei
conversion margin (representing the value added tte fabrication process(es)) and to pass meita psk on to
its customers. However, in certain instances the@my does enter into firm price arrangementsuti snstances,
the Company does have price risk on its anticipptedary aluminum purchase in respect of the custtsrorder.
Total fabricated products shipments during 2008428nd 2005 that contained fixed price terms wieren{llions of
pounds) 97.6, 119.0, and 155.0 respectively.

During the last three years the volume of fabridageducts shipments with underlying primary aluammprice
risk substantially offset or roughly equaled the@any’s net exposure to primary aluminum price asRnglesey.
As such, the Company considers its access to Aegleduction overall to be a “natural” hedge aghamy
fabricated products firm metal-price risk. Howew&@nce the volume of fabricated products shippedeufirm
prices may not match up on a month-to-month bagfrsexpected Anglesey-related primary aluminum stépts,
the Company may use third party hedging instrumengdiminate any net remaining primary aluminuric@r
exposure existing at any time.

At December 31, 2005, the fabricated products lassiteld contracts for the delivery of fabricatiednénum
products that have the effect of creating prick ois anticipated purchases of primary aluminuntfierperiod
2006 — 2009 totaling approximately (in millionsgdunds): 2006: 123.0, 2007: 79.0, 2008: 56.0, #19244.0.
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The following table summarizes KACC’s material dative positions at December 31, 2005:

Notional
Amount of Carrying/
Contracts Market
Commodity Period (mmlbs) Value
Aluminum —
Option sale contrac 1/06 through 12/1 847 $ 1k
Fixed priced purchase contra 1/06 through 12/C 15.7 1.1
Notional
Amount of Carrying/
Contracts Market
Foreign Currency Period (mm GBP) Value
Pounds Sterlin—
Option purchase contrac 1/06 through 12/C 84C $ 32
Fixed priced purchase contra 1/06 through 12/C 84.C 4.2

The above table excludes certain aluminum optitessaontracts whose positions were liquidated pgddheir
settlement date during the year ended Decemb&(BHb. A net loss associated with these liquidateitipns was
deferred and is being recognized over the perioihdwvhich the underlying transactions to which tieglges
related are expected to occur. As of December @15 2the remaining unamortized net loss was apprataly $2.1

Hedging activities during 2005 (all of which wengridutable to continuing operations) resulted imed loss of
approximately $.1 for the year ended 2005. Hedgutgities during the years ended December 31, 20042003
resulted in net losses of approximately $2.5 and,$&spectively. Hedging activities in 2004 an@2®ere deeme
to be fully attributable to the Company’s commosdijyated operations and are reported in Discontiraperations.

As more fully discussed in Notes 2 and 16, in catina with the Company’s preparation of its Decentiik
2005 financial statements, the Company concludatlit derivative financial instruments did not kifyefor hedge
accounting treatment. The net impact of the chavaga non-cash charge (in Cost of products sold) of
approximately $4.1 (which would have otherwise belassified as a reduction of OCI if the transaciibad
qualified for hedge accounting treatment).

13. Key Employee Retention Program

In June 2002, the Company adopted a key employestien program (the “KERP”), which was approved by
the Court in September 2002. The KERP is a compisihe program that is designed to provide finanicieéntives
sufficient to retain certain key employees during €Cases. The KERP includes six key elementseatieh plan, a
severance plan, a change in control plan, a compléatcentive plan, the continuation for certaimtjgigpants of an
existing supplemental employee retirement plan RBE and a long-term incentive plan. Under the KERP
retention payments commenced in September 200%varelpaid every six months through March 31, 2@34ept
that 50% of the amounts payable to certain serffareos were withheld until the Debtors emerge frthra Cases or
as otherwise agreed pursuant to the KERP. Durifig 20id 2003, the Company recorded charges of $t.%6.1,
respectively (included in Selling, administrativesearch and development, and general), relatiéx teetention ple
of the KERP. The severance and change in contanisplwhich are similar to the provisions of pregiou
arrangements that existed for certain key employgaserally provide for severance payments of betwsix
months and three years of salary and certain lend&pending on the facts and circumstances anigwiel of
employee involved. The completion incentive planegally provided for payments that reduced oveetimcertain
senior officers depending on the elapsed time tiilDebtors emerged from the Cases. The completion
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incentive lapsed with no payments due. The SERRrgén provides additional non-qualified pensioméfits for
certain active employees at the time that the KERP approved, who would suffer a loss of benefisell on
Internal Revenue Code limitations, so long as ®rployees are not subsequently terminated for cause
voluntarily terminate their employment prior to caiang their retirement age. The long-term incenplan generally
provides for incentive awards to key employees thasean annual cost reduction target. Paymentaif kang-term
incentive awards generally will be made: (a) 50%wthe Debtors emerge from the Cases and (b) 5@y ear
from the date the Debtors emerge from the CaseBedémber 31, 2005, approximately $8.2 was acdruesspect
of the KERP long-term incentive.

14. Pacific Northwest Power Matters

During October 2000, KACC signed an electric poa@ntract with the Bonneville Power Administration
(“BPA™) under which the BPA, starting October D@, was to provide KACC's operations in the Stdte
Washington with approximately 290 megawatts of potveough September 2006. The contract provided RAC
with sufficient power to fully operate KACC'’s Trembod facility, as well as approximately 40% of tembined
capacity of KACC’s Mead and Tacoma aluminum smgltiperations which had been curtailed since thehkl$ of
2000.

As a part of the reorganization process, the Compancluded that it was in its best interest tecethe BPA
contract as permitted by the Code. As such, wighatlithorization of the Court, the Company rejetiedBPA
contract on September 30, 2002. The contract fejegives rise to a pre-petition claim (see NoteThe BPA has
filed a proof of claim for approximately $75.0 inrmection with the Cases in respect of the contegettion. The
Company has previously disclosed that the amoutiteoBPA claim would ultimately be determined eittieough
a negotiated settlement, litigation or a computatibprevailing power prices over the contract peérand that, as
the amount of the BPA'’s claim in respect of thetcact rejection had not been determined, no promisiad been
made for the claim in the Company’s prior periathficial statements. In October 2005, the Debtdmsdathe Court
to reduce the claim to $1.1 as the take-or-payraohprice has consistently been below average eharices. The
$1.1 amount represents only certain pre-petitionites and such amount is (and has been) fullyuadciWhatever
the ultimate amount of the BPA claim, it is expelcte be settled pursuant to the Kaiser Aluminum Adezl Plan.
Accordingly, any payments that may be required gesalt of the rejection of the BPA contract arpented to only
be made pursuant to the Kaiser Aluminum Amended Bfon the Company’s emergence from the Cases.

15. Segment and Geographical Area Informatior

The Company’s primary line of business is the potida of fabricated aluminum products. In addititme
Company owns a 49% interest in Anglesey, which ommaluminum smelter in Holyhead, Wales. Histoljcahe
Company, through its wholly owned subsidiary, KA@perated in all principal sectors of the aluminadustry
including the production and sale of bauxite, aherénd primary aluminum in domestic and internationarkets.
However, as previously disclosed, as a part oftbmpanys reorganization efforts, the Company has complite
sale of substantially all of its commodities opemasg (including the Company’s interests in andtezlao QAL
which were sold in April 2005). The balances arglles in respect of such operations are now consitde
discontinued operations (see Note 3 and 5). Thaiategemaining in Primary aluminum relate primatdythe
Company’s interests in and related to AngleseythedCompany’s primary aluminum hedging-relatedvétodis.

The Company’s operations are organized and martagpdduct type. The Company’s operations, after th
discontinued operations reclassification, inclugle bperating segments of the aluminum industrytheccorporate
segment. The aluminum industry segments includeri€ated products and Primary aluminum. The Fateita
products group sells valuedded products such as heat treat aluminum shegqtlate, extrusions and forgings wk
are used in a wide range of industrial applicatiomduding for automotive, aerospace and general
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engineering end-use applications. The Primary alumibusiness unit produces commaodity grade produscigell
as valueadded products such as ingot and billet, for wiiehCompany receives a premium over normal comiy
market prices and conducts hedging activities speet of KACC'’s exposure to primary aluminum prisk. The
accounting policies of the segments are the sartteoas described in Note 2. Business unit resuiteealuated
internally by management before any allocationarporate overhead and without any charge for inctaxes,
interest expense or Other operating charges, net.

The Company changed its segment presentation ih 20€liminate the “Eliminations” segment as thienairy
purpose for such segment was to eliminate interemyprofit on sales by the Primary aluminum and>@auand
alumina business units, substantially all of which now considered Discontinued operations. Elitiona not
representing Discontinued operations are now iredud segment results.

Given the significance of the Company’s exposurgrimary aluminum prices and alumina prices (which
typically are linked to primary aluminum prices atagged basis) in prior years, the commodity nargeactivities
were considered a separate business unit. In twergEanying financial statements, the Company haagsified to
discontinued operations all of the primary aluminieaging results in respect of the commodity-rela¢erests
that have been sold (including the Company’s irstisran and related to QAL which were sold in A20I05) and
that are also treated as discontinued operationst#®ed above, remaining primary aluminum hedgutiyities
related to the Company’s interests in Angleseyamdfirm price fabricated product shipments aresgdered part
of the “Primary aluminum business unit”.

Financial information by operating segment, exatgdiliscontinued operations, at December 31, 2004 2
and 2003 is as follows:

Year Ended December 31

2005 2004 2003
Net Sales
Fabricated Produc $ 939.C $809.c $597.¢
Primary Aluminum 150.% 133.1 112.4

$1,089.° $942.« $710.

Equity in income (loss) of unconsolidated affiliz

Primary Aluminum $ 48 $ 85 §$ 3.2
Segment Operating Income (Loss):

Fabricated Products( $ 872 $ 33.C $ (219

Primary Aluminum 16.4 13.€ 6.7

Corporate and Oth (35.9) (71.9) (74.9)

Other Operating Charges NM— Note 6 (8.0 (793.7) (141.¢)

$ 59.6 $(B817.6 $(230.9)

(1) Operating results for 2005, 2004 and 2003 incluldOLinventory charges of $9.3, $12.1 and $3.2,a@etyely.

(2) In 2005 and 2004, the Company chose to reallocatesfgment purposes the amount of post-retiremedtaal
costs charged to the business units so that theo@aie segment began to incur the excess of takexpenses
over the amount of VEBA contributions allocablefte Fabricated products business unit and Discoatin
operations
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Year Ended December 31,
2005 2004 2003

Depreciation and amortization(

Fabricated Produc $19.€ $21.6  $22.¢
Primary Aluminum — 2 1.1
Corporate and Oth 3 3 1.8

$19.¢  $22.c  $25.7

Capital expenditures:(:
Fabricated Produc $30.6 $ 7€ $8EC
Corporate and Oth 4 — —

$3LC $7€ §8¢

(1) Depreciation and amortization expense excludesegéiion and amortization expense of discontinued
operations of $13.1 in 2004 and $47.5 in 2(

(2) Capital expenditures exclude capital expenditufeiszontinued operations of $3.5 in 2004 and $28 2003.

December 31,
2005 2004

Investments in and advances to unconsolidate dohéfi
Primary Aluminum $ 12¢ $ 16.7
Corporate and Othe — —

$ 12€¢ $ 16.7

Segment asset

Fabricated Produc $ 403.6 $ 430.(
Primary Aluminum 62.3 95.k
Corporate and Other, including restricted procdemta the sale of commodity interests

in 2004 of $280.¢ 1,072.¢ 1,287.
Discontinued operatior — 69.5

$1,538.¢  $1,882.

Year Ended
December 31,
200E 2004 2003

Income taxes paid:(;
Fabricated Produc—

United State: $— $— $ 1
Canade 34 = 47
$834 $— WME

(1) Income taxes paid excludes income tax paid by disweed operations of $18.9 in 2005, $10.7 in 2804
$41.3in 2003
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Geographical information for net sales, based amtrty of origin, and long-lived assets follows:

Year Ended December 31,

2005 2004 2003
Net sales to unaffiliated custome
Fabricated Produc
United State! $ 836.1 $705.7 $525.¢
Canade 102.¢ 103.¢ 72.2

939.( 809.5 597.¢

Primary Aluminum
United State: 2.€ — 3.8
United Kingdom 148.] 133.] 108.€

150.7 133.] 112.¢
$1,089.0 $942.. $710.

December 31,

2005 2004
Long-lived assets:(1
Fabricated Produc—
United State: $204.C $193.¢
Canade 17.€ 17.¢
221.¢ 211.2
Primary Aluminum—
United Kingdom 12.¢ 16.7
Corporate and Othe—
United State: 2.1 3.4
$236.0  $231.

(1) Long-lived assets include Property, plant, and gmeint, net and Investments in and advances to sntidated
affiliates. Prepared on a go-concern basi— see Note 2

(2) Long-lived assets excludes Ic-lived assets of discontinued operations of $38 20i04.

The aggregate foreign currency gain included iemheining net income was immaterial for the yeardeeh
December 31, 2005, 2004 and 2003. Sales to the @uyigolargest fabricated products customer accounteskie:
of approximately 11%, 10%, and 9% of total revemu2005, 2004 and 2003. Subsequent to Decemb&08E,
this customer entered into an agreement to acquieeof the Company’s other fabricated productsarusts. The
acquisition is expected to be completed in the s@carter of 2006. Sales to the combined custoamsunted fc
approximately 19%, 18% and 15% of total revenueX)idb, 2004 and 2003. The loss of the combinedmests
would have a material adverse effect on the Compasn as a whole. However, in the Company’s opiniloe
relationship between the customer and the Compaggad and the risk of loss of the customer is tentexport
sales were less than 10% of total revenue duriegéars ended December 31, 2005, 2004 and 2003.
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16. Restated 2005 Quarterly Financial Data (Unaudited

During March 2006, the Company determined thatriéviously issued financial statements for the tprar
ended March 31, 2005, June 30, 2005 and Septerih@085 should be restated for two items: (1) VERkted
payments made during the first nine months of 26fuld have been recorded as a reduction of thpgiiton
retiree medical obligations rather than as a ctitwperating expense as was done in the Companyast€ly
Reports on Form 10-Q and (2) as more fully discdigséNote 2, the Company determined that its déiriea
financial instrument transactions did not qualidy hedge (deferral) treatment as the transactiadsleen account
for in the Company’s Quarterly Reports on Form 10FQe effect of the restatement related to the VEB#ments
is to decrease operating expenses by $6.7, $5.%&dn the first, second and third quarters d®0espectively
with an offsetting decrease in Liabilities subjectompromise at March 31, 2005, June 30, 2005Sapdember 30,
2005. The net effect of the restatement relatéti@alerivative transactions was to increase opgy&xpenses by
$2.0, $1.5 and $1.0 in the first, second and thirdrters of 2005, respectively, with an offsetiingrease in OCI at
March 31, 2005, June 30, 2005 and September 38, 288pectively. There is no net impact on the Camg{s cash
flows as a result of either restatement.

The following tables show the full income statemaidfécts of the restatements on each quarter ib 280vell
as the changes in balance sheet and cash flownstatdine items.

Statements of Consolidated Income (Loss) — Unaudite

As As As
Previously As Previously As Previously As
Reported(1’ Restatec Reported(ll Restatec Reported(ll Restatec
Mar. 31, Mar. 31, Jun 30, Jun. 30, Sept. 30, Sept. 30

2005 2005 2005 2005 2005 2005
Net sales $ 281.¢ $281l.c $ 262.¢ $262¢ $ 2716 $271.¢
Costs and expense
Cost of products sol 2422 243.( 234 234.¢ 233.7 233.t
Depreciation and amortizatic 4.¢ 4.¢ 5.2 5.2 4.9 4.9
Selling, administration, research and
development, and genel 17.7 12.2 17.C 12.€ 17.7 13.2
Other operating charges, r 6.2 6.2 — — 3 3
Total costs and expens 271.( 266.: 256.¢ 252.2 256.€ 251.¢
Operating income (los! 10.4 15.1 6.5 10.7 15.C 19.7
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As As As
Previously As Previously As Previously As
Reported(1]} Restated Reported(l} Restated Reported(l} Restated
Mar. 31, Mar. 31, Jun 30, Jun. 30, Sept. 30, Sept. 30,
2005 2005 2005 2005 2005 2005
Other income (expense
Interest expense (excluding unrecorded
interest expens 2.1 (2.2 (1.2 (1.2 (1.0 (2.0
Reorganization item (7.9 (7.8 (9.3 (9.3 (8.2 (8.2
Other-net (.4) (.4 (.6) (.6) (.5 (.5
Income (loss) before income taxes and
discontinued operatior A 4.8 (4.5 (.3 5.3 10.C
Provision for income taxe (2.4 (2.9 (2.2 (2.2 (1.4 (1.4
Income (loss) from continuing operatic 2.9 2.4 (6.7) (2.5 3.6 8.6
Income (loss) from discontinued operatic 10.€ 10.€ 368.: 368.: 8.C 8.0
Cumulative effect on years prior to 2005 of
adopting accounting for conditional asset
retirement obligation (4.7 (4.7) — — —
Net income (loss $ 36 $ 82 $ 361l $ 3658 % 11 $ 16.€
Earnings (loss) per sha— Basic/Diluted:
Income (loss) from continuing operatic ~ $ (03 $ .02 % (08) $ (039 $ 05 § .11
Income (loss) from discontinued operatic $ 13§ 18§ 462 $ 462 9 JAC $  .1C
Loss from cumulative effect on years pri
to 2005 of adopting accounting for
conditional asset retirement obligatic ~ $ (.06) $ (06 $ — $ — 3 - $ —
Net income (loss $ 04 $ 1C $§ 454 $ 45¢ $ A8 $ .21
Weighted average shares outstanding (C
Basic/Diluted 79,681 79,68: 79,67« 79,67« 79,67 79,67:
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
(Debtor-in-Possession)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Consolidated Balance Sheets — Unaudited

As As As
Previously As Previously As Previously As
Reported(1] Restated Reported(l’ Restated Reported(l] Restated
Mar. 31, Mar. 31, Jun 30, Jun. 30, Sept. 30, Sept. 30,
2005 2005 2005 2005 2005 2005
Liabilities subject to compromis $ 3,952.¢ $3946.. $ 3,950.. $3,938.( $ 3,949.6 $3,931.
Stockholder' equity (deficit):
Common stocl .8 .8 .8 .8 .8 .8
Additional capital 538.( 538.( 538.( 538.( 538.( 538.(
Accumulated defici (2,913.9 (2,909.) (2,552.) (2,543.9) (2,540.9 (2,526.9
Accumulated other comprehensive
income (loss (7.€) (5.6) (9.0 (5.5 (10.0) (5.5

Total stockholder equity (deficit) (2,382.7) (2,376.) (2,022.H (2,010.) (2,011.¢ (1,993.9)
Total liabilities and stockholders’
equity (deficit) $ 1,570 $1,570.. $ 1,927.¢ $1,927.¢ $ 1,938.. $1,938..

Statements of Consolidated Cash Flows — Unaudited

As As As
Previously As Previously As Previously As
Reported(1] Restatec Reported(l’ Restatec Reported(ll Restatec
Mar. 31, Mar. 31, Jun 30, Jun. 30, Sept. 30, Sept. 30
2005 2005 2005 2005 2005 2005
Cash flows from operating activitie
Net income (loss $ 36 $ 82 $ 365z $3741 $ 3771 $390.5
Less net income (loss) from
discontinued operatior 10.€ 10.€ 378.¢ 378.¢ 386.¢ 386.¢
Net income (loss) from continuing
operations, including from
cumulative effect of adopting chan
in accounting in 200 (7.0 (2.3 (13.9) (4.8 (9.9 3.8
(Decrease) increase in prepaid expens
and other current ass¢ (2.5 5 1.3 8.C -3 7.1
Increase (decrease) in other accrued
liabilities 4.¢ 4.1 2. (3.9) 8.9 (119
Net cash impact of changes in l-term
assets and liabilitie (2.0 (8.0 (.3 (12.6) 2.€ (24.9)
Net cash provided (used) by operat
activities $ 8% $ 83 $ 11 $ 112 $ 151 $ 151

(1) The “As previously reported” amounts shown abowdude the effect of the adoption of FIN 47 on
December 31, 2005 retroactive to the beginnindnefyear as discussed in Notes 2 and 4. Such rétr®ac
application is required by GAAP and is not considiea “restatement.” The retroactive impact of tthepdion of
FIN 47 was a charge of $4.7 in the first quarte2@®5 in respect of the cumulative effect upon éidopand
immaterial adjustments to cost of products solddanh quarter of 200:
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
(Debtor-in-Possession)

QUARTERLY FINANCIAL DATA (Unaudited)
(In millions of dollars, except share amounts)

Quarter Ended

March 31, June 30, September 3C
(Restated)(1 (Restated)(1 (Restated)(1) December 31
2005
Net sales $ 2814 $ 262¢ $ 2716 $  273¢
Operating income (los! 15.1 10.7 19.7 14.:
Income (loss) from continuing operatic 2.4 (2.5 8.€ (1,121.9)(2)
Income (loss) from discontinued operati 10.€ 368.3(3) 8.C (23.9)
Cumulative effect on years prior to 2005 of adaptin
accounting for conditional asset retirement
obligations 4.7 — — —
Net income (loss 8.3 365.¢ 16.€ (1,144.)
Basic/diluted earnings (loss) per share
Income (loss) from continuing operatic .03 (.03 A1 (14.0%)
Income (loss) from discontinued operatic A3 4.62 AC (.2¢€
Loss from cumulative effect on years prior to 2@05
adopting accounting for conditional asset retirem
obligations (.0€) — — —
Net income (loss AC 4.5¢ 21 (14.3¢)
Common stock market price:(
High A2 .0¢ .07 .0E
Low .0E .0€ .01 .03
Quarter Ended
March 31, June 30 September 3C December 31
2004
Net sales $ 210.z $230.1 $ 244 ¢ $ 2573
Operating income (los! (10.9 (4.9 (160.5 (642.9
Loss from continuing operatiol (22.6) (14.9) (173.9(4) (657.5)(5)
Income (loss) from discontinued operati (41.49 39.C 103.% 20.C
Net income (loss (64.0) 24.: (69.5) (637.5)
Basic/diluted earnings (loss) per share
Loss from continuing operatiol (.28 (.19 (2.17) (8.25)
Income (loss) from discontinued operatic (.52 A48 1.3C .25
Net income (loss (.80C) .3C (.87) (8.00
Common stock market price:(
High AE AC .08 AC
Low .0 .02 .03 .04

(1) As more fully discussed in Note 16 of Notes to Gxidsited Financial Statements, the Company haateskits
financial statements for the quarters ended Maict?2305; June 30, 2005; and September 30, 2006flext a
different treatment for cash payments to the VEBAd change in accounting for derivative financial
instruments

(2) Includes a non-cash reorganization charge of $151®lated to assignment (for the purposes of deténg
distribution under the KAAC/KFC Plan) of the valakan intercompany claim to certain third partyditers
(see Note 1 of Notes to Consolidated FinancialeBtants)

(3) Includes a gain of approximately $366.2 in respéthe sale of the Compa's interests in and related to Q#
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(4) Includes a nc-cash pension charge of $155.5 (see Note 6 of Not€snsolidated Financial Statemen

(5) Includes a non-cash pension charge of $154.5, acasin charge related to termination of post-retimem
medical benefits plan of $312.5 and a related remfrcharge of $175.0 related to a settlement Wwéahunited
Steel Workers of America (see Note 6 of Notes tasotidated Financial Statement

(6) Earnings (loss) per share and market price map@onheaningful because the equity interests of tiragany’s
existing stockholders are expected to be cancealiftbut consideration pursuant to the Kaiser Aluamm
Amended Plar
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S

(Debtor-in-Possession)

FIVE-YEAR FINANCIAL DATA
UNAUDITED CONSOLIDATED BALANCE SHEETS(1)(2)

December 31,

2005 2004 2003 2002 2001
(In millions of dollars)
ASSETS
Current asset:
Cash and cash equivalel $ 49t $ 554 § 35F § 774 $ 1541
Receivable: 101.t 111.( 80.t 62.t 66.€
Inventories 115.2 105.3 92.t 103.¢ 138.c
Prepaid expenses and other current a: 21.C 19.€ 23.¢ 27.C 20.€
Discontinued operatio’ current asset — 30.€ 193.% 245.¢ 379.¢
Total current asse 287.: 321.¢ 426.( 516.¢ 759.2
Investments in and advances to unconsolidate doddf 12.€ 16.7 13.1 15.2 18.¢
Property, plant, and equipmeé— net 223.¢ 214.¢ 230.1 255.% 294.¢
Restricted proceeds from sale of commaodity intst — 280.¢ — — —
Personal injur-related insurance recoveries receive 965.t 967.( 465.4 484.( 501.Z
Goodwill 11.4 11.4 11.4 11.4 11.4
Other asset 38.7 31.1 43.7 126.: 149.¢
Discontinued operatio’ long-term asset — 38.¢ 433.¢ 816.€ 1,008."
Total $1538.¢ $1,882: $1,623.! $2,225.. $2,743.
LIABILITIES AND STOCKHOLDERS ' EQUITY
Liabilities not subject to compromi—
Current liabilities:
Accounts payable and accru $ 149€ $ 175 $ 984 $ 937 $ 274«
Accrued postretirement medical benefit obligatiorcasrent
portion — — 32t 60.2 62.C
Payable to affiliate 14.¢ 14.7 11.4 11.2 10.€
Long-term deb— current portior 1.1 1.2 .8 .9 173.t
Discontinued operatio’ current liabilities 2.1 57.7 177.5 167.€ 282.€
Total current liabilities 167.¢ 248.¢ 321.1 333.¢ 803.¢
Long-term liabilities 42.C 32.¢ 59.4 55.7 808.¢
Accrued postretirement medical benefit obligal — — — — 642.%
Long-term debt 1.2 2.€ 2.2 20.7 678.%
Discontinued operationdiabilities, including liabilities subject |
compromise and minority interes 68.5 26.4 208.5 226.4 251.(
279.3 311.( 591. 636.2  3,184..
Liabilities subject to compromis 4,400.: 3,954.¢ 2,770.; 2,673.¢ —
Minority interests 7 7 7 7 7
Stockholder’ equity:
Common stocl .8 .8 .8 .8 .8
Additional capital 538.( 538.( 539.] 539.¢ 539.1
Accumulated defici 3,671.) (2,917.H (2,170.) (1,382.9 (913.%)
Accumulated other comprehensive income (It (8.9) (5.5) (107.9 (243.9 (67.9)
Total stockholder equity (3,141.) (2,384.) (1,738.)) (1,085.6 (441.)
Total $1538¢ $1882.:. $1,623.! $2,225.. $2,743.

(1) Prepared on a “going concern” basis. See Notesl Panf Notes to Consolidated Financial Statememts f
discussion of the possible impact of the Cases,Als more fully discussed in Note 1 of Notes tosididated
Financial Statements, the Company expects that) apwergence from the Cases, fresh start accowntogd
be applied which would adversely affect compargpbdf the December 31, 2005 balance sheet to tlamba

sheet of the entity upon emergen

(2) The Selected Consolidated Financial Data shouleae in conjunction with “Management’s Discussion a
Analysis of Financial Condition and Results of Ggiems” and the consolidated financial statementsthe
notes thereto. The consolidated financial datebleas derived from the audited consolidated findncia

statements
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
(Debtor-in-Possession)

FIVE-YEAR FINANCIAL DATA
UNAUDITED STATEMENTS OF CONSOLIDATED INCOME (LOSS)( 1)(2)

Year Ended December 31,

2005 2004 2003 2002 2001
(In millions of dollars, except share amounts)
Net sales $1,089.. $ 942/ $ 710z $ 709.C $ 889.
Costs and expense
Cost of products sol 951.1 852.2 681.2 671.4 823.4
Depreciation and amortizatic 19.¢ 22.% 25.7 32.2 32.1
Selling, administrative, research and developrem,genere 50.€ 92.c 92.t 118.¢ 93.7
Other operating charges, r 8.C 793.2 141.€ 31.¢ 30.1
Total costs and expens 1,029.¢ 1,760.( 941.( 854.1 979.2
Operating income (los: 59.¢ (817.¢) (230.§ (145.) (89.9)
Other income (expense
Interest expense (excluding unrecorded contraatterest
expense of $95.0 in 2005, 2004 and 2003, respéctaed
$84/0 in 2002 (5.2 9.5 9.9 (19.0)  (106.9)
Reorganization item (1,162.) (39.0 (27.0 (33.9) —
Other— net (2.49) 4.2 (5.2) (.9) (68.7)
Loss before income taxes and discontinued oper (1,109.9 (861.9 (272.) (198.9) (264.%)
Provision for income taxe (2.9 (6.2 (1.5 (4.9 (523,
Minority interests — — — — (.2
Loss from continuing operatiol (1,112.) (868.7) (273.¢) (202.7)  (788.9)
Discontinued operation
Loss from discontinued operation, net of incomesaand minority
interests (2.5) (5.9 (5145  (266.0) 165.2
Gain from sale of commodity intere: 366.2 126.€ — — 163.€
Income (loss) from discontinued operati 363.7 121.% (514.7)  (266.0 328.¢
Cumulative effect on years prior to 2005 of adog#ecounting for
conditional asset retirement obligatic (4.7) — — — —
Net loss $ (753.7) $(746.) $(788.5) $(468.7)) $(459.9
Earnings (loss) per sha— Basic/Diluted:(3)
Loss from continuing operatiol $ (13.97) $(10.8) $ (341 $ (252 $ (9.89

Income (loss) from discontinued operatit $ 457 $ 152 $ (642 $ (330 $ 4.0¢
Loss from cumulative effect on years prior to 2@@adopting
accounting for conditional asset retirement oblayat $ (06 $ - $ — % — $ —
Net loss $ (946 $ (9.3 $ (9.8) $ (5.8) $ (5.79
Dividends per common sha $ — 3 - $ — % — % —
Weighted average shares outstanding (000
Basic 79,67¢ 79,81f 80,17t 80,57¢ 80,23t
Diluted 79,67¢ 79,81t 80,17¢ 80,57¢ 80,23t

(1) Prepared on a “going concern” basis. See NoteslRari Notes to Consolidated Financial Statememts f
discussion of the possible impact of the Ca

(2) The Selected Consolidated Financial Data shouleéae in conjunction with “Management’s Discussion a
Analysis of Financial Condition and Results of Ggiems” and the consolidated financial statementsthe
notes thereto. The consolidated financial datebleas derived from the audited consolidated findncia
statements

(3) Earnings (loss) per share and share informationmeape meaningful because, pursuant to the Kaiser
Aluminum Amended Plan, the equity interests of@menpany’s existing stockholders are expected to be
cancelled without consideratia
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Iltem 9. Changes in and Disagreements with Accountants orcéunting and Financial Disclosure

None.

Item 9A. Controls and Procedures

We maintain disclosure controls and proceduresdietesigned to ensure that information requivdukt
disclosed in our reports under the Securities ExghaAct of 1934, as amended (the “Exchange Actprixessed,
recorded, summarized and reported within the tieréops specified in the SEC’s rules and forms &ad $uch
information is accumulated and communicated to gameent, including the principal executive officada
principal financial officer, to allow for timely @#sions regarding required disclosure. In desig@ingd evaluating
the disclosure controls and procedures, managemengnizes that any controls and procedures, ntentatw wel
designed and operated, can provide only reasoaablgance of achieving the desired control objestiand
management is required to apply its judgment iduatang the cost-benefit relationship of possildatrols and
procedures.

Evaluation of Disclosure Controls and Procedure&n evaluation of the effectiveness of the desigd
operation of the Comparg/disclosure controls and procedures was perfoanexf the end of the period covered
this Report under the supervision of and with thdipipation of the Company’s management, includhngy
principal executive officer and principal financ@ficer. Based on that evaluation, the Companyiisqipal
executive officer and principal financial officenrcluded that the Company’s disclosure controlsmodedures
were effective except as described below.

During the final reporting and closing processtiatato our first quarter of 2005, we evaluated dleeounting
treatment for the VEBA payments and concluded $hah payments should be presented as a period sxpks
more fully discussed in Note 16 of the Notes to €idated Financial Statements, during our repgréind closing
process relating to the preparation of the DecerBbeP005 financial statements and analyzing tipeapiate post-
emergence accounting treatment for the VEBA payméehe Company concluded that the VEBA paymentsenia
2005 should be presented as a reduction of préguetetiree medical obligations rather than ag@gg expense.
While the incorrect accounting treatment employaldting to the VEBA payments does indicate a defficy in the
Company’s internal controls over financial repagtsuch deficiency was remediated during the fiapbrting and
closing process in connection with the preparatibtihe December 31, 2005 financial statements.

During the final reporting and closing processtiatato the preparation of the December 31, 2004arfcial
statements, the Company concluded that our corgralgprocedures were not effective as of the ertdeoperiod
covered by this report because a material weaknesternal control over financial reporting exisédating to our
accounting for derivative financial instruments en&tatement of Financial Accounting Standards A88punting
for Derivative Instruments and Hedging Activit(“SFAS No. 133"). Specifically, we lacked sufficietechnical
expertise as to the application of SFAS 133, andhoacedures relating to hedging transactions wetelesigned
effectively such that each of the complex docum@ntaequirements for hedge accounting treatmetrfiosth in
SFAS No. 133 were evaluated appropriately. Moreifipally, the Company’s documentation did not cdynpith
the SFAS No. 133 in respect to the Company’s mettiodtesting and supporting that changes in theketaalue
of the hedging transactions would correlate witictilations in the value of the forecasted transadt which they
relate. The Company believed that the derivativess using would qualify for the “short-cut” methowhereby
regular assessments of correlation would not beired, However, it ultimately concluded that, white terms of
the derivatives were essentially the same as tleedisted transaction, they were not identical tredefore, the
Company should have done certain mathematical ctatipos to prove the ongoing correlation of changeslue
of the hedge and the forecasted transaction.

Management has concluded that, had the Companyletedpts documentation in strict compliance witfAS
No. 133, the derivative transactions would havdified for “hedge” (e.g. deferral) treatment. The rules previd
that, once de-designation has occurred, the Comgamynodify its documentation and re-designataldrevative
transactions as “hedges” and, if appropriately dueted, re-qualify the transactions for prospettideferring
changes in market fluctuations after such correst@re made.

104




The Company is working to modify its documentataon to re-qualify open and post 2005 derivative
transactions for treatment as hedges beginningeis¢cond quarter of 2006. Specifically, the Compaili, as a
part of the redesignation process, modify the documentationspeet of all its derivative transactions to reqiire
“long form” method of testing and supporting coaté@n. The Company also intends to have outsiderxpeview
its revised documentation once completed and teusk experts to perform reviews of documentatiorespect of
any new forms of documentation on future transastiand to do periodic reviews to help reduce thlethiat other
instances of non-compliance with SFAS No. 133 adltur. However, as SFAS No. 133 is a highly complex
document and different interpretations are posséileolute assurances cannot be provided thatisycbved
controls will prevent any/all instances of non-cdiapce.

As a result of the material weakness, we havetsabstaur financial statements for the quarters emdacdth 31,
2005, June 30, 2005 and September 30, 2005. Ihdfghese restatements, our management, incluaingrincipa
executive officer and principal financial officeatidetermined that this deficiency constituted senal weakness
our internal control over financial reporting.

Changes in Internal Controls Over Financial Repogti The Company relocated its corporate headquarters
from Houston, Texas to Foothill Ranch, Californidnere the Fabricated Products business unit, tmep@oy's core
business, is headquartered. Staff transition oedwstarting in late 2004 and was ongoing primatilying the first
half of 2005. A small core group of Houston corpernaersonnel were retained throughout 2005 to sappht the
Foothill Ranch staff and handle certain of the rigving Chapter 11-related matters. During the sedmifiof 2005,
the monthly and quarterly accounting, financialarimg and consolidation processes were thoughate
functioned adequately.

As previously announced, in January 2006, the Caryipad/ice President (“VP”) and Chief Financial Q@ffir
(“CFO") resigned. His decision to resign was bagea personal relationship with another employdgchwvthe
Company determined to be inappropriate. The retigmavas in no way related to the Company’s intecoatrols,
financial statements, financial performance ortiitial condition. The Company formed the “Officetbé CFO”anc
split the CFO’s duties between the Company’s Chiefcutive Officer and two long tenured financidiadrs, the
VP-Treasurer and VP-Controller. In February 200peeson with a significant corporate accounting melsigned.
This person’s duties were split between theGhtroller and other key managers in the corpaeat®unting grouj
The Company also used certain former personnalgmant the corporate accounting team and is wordimore
permanent arrangements.

While the Company believes that the Company’s c@rgointernal accounting controls and its contosier
financial reporting have operated satisfactorilgept as described above, these changes have neagieattend
accounting and reporting process more difficult ttuthe combined loss of the two individuals andlueed amount
of institutional knowledge in the new corporate@ating group. The Company believes that it hasesied all
material matters necessary for this report, butsititat the level of assurance it has over intexcedunting and
financial accounting control is not as strong asirée or as in past periods.

Item 9B. Other Information

None.
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PART Il

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Current Directors and Executive Officers

The following table sets forth certain informati@s, of March 24, 2006, with respect to the exeeubifficers
and directors of the Company and KACC. All officargd directors hold office until their respectivesessors are
elected and qualified or until their earlier dea#fsignation or removal. The Company’s plan of gaaization
contemplates the term of each of the current dirsqpther than Mr. Hockema) to end upon the Coipsan
emergence from Chapter 11.

Name Positions and Offices with the Company and KACC
Jack A. Hockem: President, Chief Executive Officer and Direc
John Barneso Senior Vice President and Chief Administrative €fi
Edward F. Houf Chief Restructuring Office

John M. Donnal Vice President, Secretary and General Cou
Daniel D. Maddo» Vice President and Controll

Daniel J. Rinkenberge Vice President and Treasul

Robert J. Cruikshan Director

George T. Haymaker, . Chairman of the Board and Direc!

Charles E. Hurwit: Director

Ezra G. Levir Director

John D. Roacl Director

* All named individuals hold the same positions affites with both the Company and KAC

Jack A. Hockema.Mr. Hockema, age 59, was elected to the posdfdPresident and Chief Executive Officer
and as a director of the Company and KACC in Oat@0@1. He previously served as Executive Vice iBezd anc
President of Kaiser Fabricated Products of KAC@fizanuary 2000 until October 2001, and ExecutivaVi
President of the Company from May 2000 until Octdt@)1. He served as Vice President of the Comframy
May 1997 until May 2000. Mr. Hockema was Vice Pdesit of KACC and President of Kaiser EngineerediBcts
from March 1997 until January 2000. He served asiBent of Kaiser Extruded Products and Engineered
Components from September 1996 to March 1997. Mckidma served as a consultant to KACC and acting
President of Kaiser Engineered Components fromeBaptr 1995 until September 1996. Mr. Hockema was an
employee of KACC from 1977 to 1982, working at KAGCTrentwood facility, and serving as plant managfeits
former Union City, California can plant and as @iems manager for Kaiser Extruded Products. [r2198
Mr. Hockema left KACC to become Vice President &wheral Manager of Bohn Extruded Products, a dinisif
Gulf+Western, and later served as Group Vice Pessidf American Brass Specialty Products until J1@@2.
From June 1992 until September 1996, Mr. Hockeroaiged consulting and investment advisory servioes
individuals and companies in the metals industry.

John Barneson.Mr. Barneson, age 55, was elected to the positi@enior Vice President and Chief
Administrative Officer of the Company and KACC effiee August 2001. He previously served as Vicesient
and Chief Administrative Officer of the Company &¢08CC from December 1999 through August 2001. Heex
as Engineered Products Vice President of BusineselDpment and Planning from September 1997 umtiledinbe
1999. Mr. Barneson served as Flat-Rolled Produite President of Business Development and Plarnamy
April 1996 until September 1997. Mr. Barneson hesrban employee of KACC since September 1975 antidid
a number of staff and operation management positigthin the Flat-Rolled and Engineered Productirnmss
units.

Edward F. Houff. Mr. Houff, age 59, was elected to the positiorsehior Vice President and Chief
Restructuring Officer of the Company and KACC efifez January 2005. On August 15, 2005, Mr. Houff's
employment with KACC terminated in anticipationtbé emergence of the Company and KACC from bankyupt
and Mr. Houff continued to serve in his capacityCasef Restructuring Officer pursuant to the tewha non-
exclusive consulting agreement. Mr. Houff previgustrved as Vice President and General CounshEof t
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Company and KACC from April 2002 through Decemb@04, and Secretary of the Company and KACC from
October 2002 through December 2004. He served isgAGeneral Counsel of the Company and KACC from
February 2002 until April 2002, and Deputy Gen&alnsel for Litigation of the Company and KACC from
October 2001 until February 2002. Mr. Houff wasdiitent and Managing Shareholder of the law firm i€hw
Houff, P.A. in Baltimore, Maryland from April 198arough September 2001.

John M. Donnan. Mr. Donnan, age 45, was elected to the positfoviae President, Secretary and General
Counsel of the Company and KACC effective Janu@352 Mr. Donnan joined the legal staff of the Compand
KACC in 1993 and was named Deputy General CourfagleocCompany and KACC in 2000. Prior to joining
KACC, Mr. Donnan was an associate in the Houstexas office of the law firm of Chamberlain, Hrdl&ghWhite,
Williams & Martin.

Daniel D. Maddox. Mr. Maddox, age 46, was elected to the positiovice President and Controller of the
Company effective September 1998, and of KACC ¢ffecluly 1998. He served as Controller, Corporate
Consolidation and Reporting of the Company and KA@ October 1997 through September 1998 and July
1998, respectively. Mr. Maddox previously served\asistant Corporate Controller of the Company fidiay 1997
to September 1997, and of KACC from June 1997 fuie®eber 1997, and Director External Reporting ofGG\
from June 1996 to May 1997. Mr. Maddox was withhiurt Andersen LLP from 1982 until joining KACC innki
1996.

Daniel J. Rinkenberger.Mr. Rinkenberger, age 47, was elected to thetiposdf Vice President and Treasurer
of the Company and KACC effective January 2005pHsiously served as Vice President of Economiclysis
and Planning of the Company and KACC from Febr22§2 through December 2004. He served as Vicedenats
Planning and Business Development of Kaiser FaaicBroducts of KACC from June 2000 through Felyruar
2002. Prior to that, he served as Vice Presidengrfee and Business Planning of Kaiser Flat-Rd¥eztlucts of
KACC from February 1998 to February 2000, and asisiant Treasurer of the Company and KACC from danu
1995 through February 1998.

Robert J. Cruikshank.Mr. Cruikshank, age 75, has served as a dir@ftdre Company and KACC since
January 1994. In addition, Mr. Cruikshank has beeirector of MAXXAM since May 1993. Mr. Cruikshamkas a
Senior Partner in the international public accaumnfirm of Deloitte & Touche from December 1989ilhts
retirement in March 1993. Mr. Cruikshank servedimmboard of directors of Deloitte Haskins & Séttsm 1981 to
1985 and as Managing Partner of the Houston, Teffiae from June 1974 until its merger with ToudRess & Co
in December 1989. Mr. Cruikshank also serves aeeatdr of Encysive Pharmaceuticals Inc. (formdrgxas
Biotechnology Corp), a biopharmaceutical comparnyust manager of Weingarten Realty Investors;asd
advisory director of Compass Bank Houston.

George T. Haymaker, JrMr. Haymaker, age 68, has been a director oCt@pany since May 1993, and of
KACC since June 1993. He was named as non-exeddhimgman of the Board of the Company and KACC
effective October 2001. Mr. Haymaker served as @i of the Board and Chief Executive Officer af th
Company and KACC from January 1994 until Januag02@nd as non-executive Chairman of the Boartief t
Company and KACC from January 2000 through May 26{# served as President of the Company from M&@p
through July 1997, and of KACC from June 1996 tigtoduly 1997. From May 1993 to December 1993,

Mr. Haymaker served as President and Chief Opegraiificer of the Company and KACC. Mr. Haymakeroails a
director of 360networks Corporation, a provideboadband network services; Flowserve Corporatigrovider
of valves, pumps and seals; a director of Cll Cartid.C., a producer of calcined coke; a directoHafyes
Lemmerz International, Inc., a provider of autometand commercial vehicle components; maecutive Chairma
of the Board of Directors of Safelite Glass Cogpprovider of automotive replacement glass; aniextr of SCP
Pool Corp., a distributor of swimming pool supplésl products. Since July 1987, Mr. Haymaker has lae
director, and from February 1992 through March 1883 President, of Mid-America Holdings, Ltd. (farly
Metalmark Corporation), which is in the business@i-fabrication of aluminum extrusions.

Charles E. Hurwitz. Mr. Hurwitz, age 65, has served as a directaghefCompany since October 1988, and of
KACC since November 1988. From December 1994 égutill 2002, he served as Vice Chairman of KACC.
Mr. Hurwitz also has served as a member of the @o&Directors and the Executive Committee of MAXMA
since August 1978 and was elected Chairman of ta¥dBand Chief Executive Officer of MAXXAM in March
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1980. From January 1993 to January 1998, he atse®8MAXXAM as President. Mr. Hurwitz was Chairmah
the Board and Chief Executive Officer of Federddadelopment Company, a Texas corporation, from dgnio7«
until its merger in February 2002 into Federatedéd@pment, LLC (“FDLLC"), a wholly owned subsidiaof
Giddeon Holdings, Inc. (“Giddeon Holdings”). Mr. Huitz is the President and Director of Giddeon Hiud, a
principal stockholder of MAXXAM, which is primarilgngaged in the management of investments. Mr. izurw
also has been, since its formation in November 1@®@&irman of the Board, President and Chief Exee@fficer
of MAXXAM Group Holdings Inc., a wholly owned sulasary of MAXXAM and part of MAXXAM's forest
products operations (“MGHI").

Ezra G. Levin. Mr. Levin, age 72, has been a director of the gamy since July 1991. He has been a director
of KACC since November 1988, and a director of MAXM since May 1978. Mr. Levin also served as a doeof
the Company from April 1988 to May 1990. Mr. Levias served as a director of The Pacific Lumber Gomp
since February 1993, and as a manager on the Bbatenagers of Scotia Pacific Company LLC sinceeJ1898,
each of which is a wholly owned subsidiary of MAXXRand is engaged in forest products operations.Liévin is
a member and co-chair of the law firm of Kramer ineMaftalis & Frankel LLP. He has held leaderstofes in
various legal and philanthropic capacities and hl®served as visiting professor at the Univerdityisconsin
Law School and Columbia College.

John D. Roach. Mr. Roach, age 62, has been a director of thegamyand KACC since April 2002. Since
August 2001, Mr. Roach has been the Chairman amef ERecutive Officer of Stonegate Internationak.| a
private investment and advisory services firm. Fidarch 1998 to September 2001, Mr. Roach was ttrer@ian,
President and Chief Executive Officer of BuildemstSource, Inc., a distributor of building prodsitd production
homebuilders. From July 1991 to July 1997, Mr. Roserved as Chairman, President and Chief ExecQtfreer
of Fibreboard Corporation. From 1988 to July 1984 was Executive Vice President of Manville Corpiora
Mr. Roach also serves as a director of Materiadisms Corp., a provider of materials-based solsitiBMI Group,
Inc., a provider of credit enhancement productslander services; and URS Corporation, an engingdiim. He i
also Executive Chairman of the board of directdrdmidare US Inc., a wholesale supplier of indadfrivelding an
safety products.

Post — Emergence Directors

Pursuant to the Kaiser Aluminum Amended Plan, ¢hens of Messrs. Cruikshank, Haymaker, Hurwitz, bevi
and Roach as directors of the Company and KACCenitl upon the emergence of the Company and KAQ@ fro
bankruptcy. The following table sets forth certaiformation, as of March 24, 2006, with respectézh person
who is expected to serve on the board of direaibtie Company upon emergence. As indicated irtahke, the
Company will have a classified board upon emergevittethree classes, Class |, Class Il and Cldssvith terms
expiring in 2007, 2008 and 2009, respectively. @hgcipated class of each person is also refldatéuke table.

Name _Anticipated Class
Alfred E. Osborne, Jr., Ph.L Class |
Jack Quinr Class |
Thomas M. Van Leeuwe Class |
George Becke Class Il
Jack A. Hockemi Class Il
Georganne C. Proct Class Il
Brett Wilcox Class I
Carl B. Franke Class Il
Teresa A. Hopj Class llI
William F. Murdy Class llI

George Becker.Mr. Becker, age 77, was with the United Steel kéos of America (the “USW"jor more tha
fifty years until his retirement in 2001, wherederved as two terms as its President, two ternusSas
International Vice President and two terms as h#gonal Vice President of Administration. Mr. Becks
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currently chairman of the labor advisory committe¢he U.S. Trade Representative and the Departafdrabor.
He is also a member of the United States — Chirm&mic & Security Review Commission. Mr. Becker
previously served as an AFL-CIO vice presidentjraingithe AFL-CIO Executive Council’s key econongiolicy
committee. During that time Mr. Becker also serasdin executive member of the International Meteters
Federation and Chairman of the World Rubber Cowfdihe International Federation of Chemical, Egetdine
and General Workers’ Unions.

Carl B. Frankel. Mr. Frankel, age 71, was General Counsel to tB&/UJrom May 1997 until his retirement in
September 2000. Before that, Mr. Frankel servetisasstant General Counsel and Associate Generatsgbof the
USW for 29 years. From 1987 through 1999, Mr. Feislerved at the staff level of the Collective Baning
Forum, a government sponsored tripartite commiteesisting of government, union and employer regregives
designed to improve labor relations in the Unitéaté&s. Mr. Frankel is also an elected fellow of @adlege of Labc
and Employment Lawyers and currently serves asralbme of the board of directors of LTV Steel Corpimna

Teresa A. Hopp.Ms. Hopp, age 46, prior to her retirement in 200as the Chief Financial Officer for West
Digital Corporation, a hard disk manufacturer, fr8eptember 1999 to October 2001 and its Vice Reasidrinanc
from September 1998 to September 1999. Prior t@fmaloyment with Western Digital Corporation, Mgih was
an audit partner for Ernst & Young LLP from Octoldi®94 through September 1998. Ms. Hopp currentlyeseas
board member for On Assignment, Inc.

William F. Murdy. Mr. Murdy, age 64, has been the Chairman andf@xecutive Officer of Comfort
Systems USA, a commercial heating, ventilation, aindonditioning constriction and service compasigice June
2000. Mr. Murdy previously served as President@hikf Executive Officer of Club Quarters; and Chan,
President and Chief Executive Officer of Landca&@AJInc. Mr. Murdy has also served as PresidentGimef
Executive Officer of General Investment & Developmend as President and Managing General Partitter w
Morgan Stanley Venture Capital, Inc. He previousdyved as Senior Vice President and Chief Operéifiger of
Pacific Resources, Inc. Mr. Murdy currently sereeshe board of directors of Comfort Systems USA BiL
Holdings Corp.

Alfred E. Osborne, Jr., Ph.DDr. Osborne, age 60, has been the Senior Assdordn at the UCLA Anderson
School of Management since July 2003 and an AssoRifessor of Global Economics and Managemeneslaly
1978. From July 1987 to June 2003, Dr. Osborneeskeas the Director of The Harold Price Center for
Entrepreneurial Studies at the UCLA Anderson Sclb®anagement. He also served as Associate Pmfes
Global Economics and Management, and Faculty Diresft The Head Start Johnson & Johnson Management
Fellows Program. Dr. Osborne currently serves erbibard of directors of Nordstrom, Inc. , K2, ITEMAK
Worldwide, Inc., Wedbush, Inc., FPA New Income Fumedl, FPA Capital Fund Inc. and FPA Crescent Fiml,
and serves as a trustee of the WM Group of Funds.

Georganne C. Proctor.Ms. Proctor, age 49, was the Executive Vice Eegi— Finance for Golden West
Financial Corp., a financial thrift and holding cpamy of World Savings Bank, from February 2003 lurer
retirement in April 2005. From July 1997 throughp&snber 2002, Ms. Proctor was Senior Vice Presjdemief
Financial Officer and a member of the board of diwes of Bechtel Group, Inc. and served as the Piesident and
Chief Financial Officer of Bechtel Enterprises, aféts subsidiaries, from June 1994 through Juf71From 199
through 1994, Ms. Proctor was Director of Projea ®ivision Finance of Walt Disney Imagineering ddidector
of Finance & Accounting for Buena Vista Home Vidaternational. Ms. Proctor currently serves onlibard of
directors of Redwood Trust, Inc.

Jack Quinn. Mr. Quinn, age 54, has been the President ofi@agsAssociates, a government relations firm,
since January 2005. From January 1993 to Janu@, 20r. Quinn served as a United States Congres$onahe
state of New York. While in Congress Mr. Quinn vizgairman of the Transportation and Infrastructure
Subcommittee on Railroads. He was also a seniorlmaeof the Transportation Subcommittees on Aviation
Highways and Mass Transit. In addition, Mr. QuinasaChairman of the Executive Committee of the Cesgjonal
Steel Caucus. Mr. Quinn currently serves as adeust the AFL-CIO Housing Investment Trust.
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Thomas M. Van LeeuwerMr. Van Leeuwen, age 49, served as a Directoreri@® Equity Research Analyst
for Deutsche Bank Securities Inc. from March 208@fil his retirement in May 2002. Prior to that, Mfan Leeuwe
served as a Director — Senior Equity Research Atdty Credit Suisse First Boston from May 1993\tmvember
2000. Prior to that time, Mr. Van Leeuwen was Fifite President of Equity Research with Lehman Beos.

Brett E. Wilcox. Mr. Wilcox, age 52, has been an executive coasufor a number of metals and energy
companies since 2005. From 1986 until 2005, Mrc@klserved as Chief Executive Officer of Golden tNaest
Aluminum Company and its predecessors. Golden Ma&sh Aluminum Company, together with its subsidigri
filed a petition for reorganization under the CasieDecember 22, 2003. Mr. Wilcox has also serveaxasutive
Director of Direct Services Industries, Inc., adgassociation of large aluminum and other enentgrsive
companies; an attorney with Preston, Ellis & GateSeattle, Washington; Vice Chairman of the OreBowgress
Board; a member of the Oregon Governors’s CompehierReview of the Northwest Regional Power System;
member of the Oregon Governor’s Task Forces owrtsirel and efficiency of state government, empldyemefits
and compensation, and government performance adiatability. Mr. Wilcox serves as a director ofe@on Steel
Mills, Inc.

Audit Committee Financial Expert

The Board of Directors of the Company has deterththat each of Messrs. Cruikshank and Roach, mesmd
the Audit Committee of the Company’s Board of Dioes, satisfies the Securities and Exchange Coniwniss
criteria to serve as an “audit committee finanedgbert.” The Company’s securities currently arelisteéd on any
exchange. However, the Board of Directors has deterd that each of Messrs. Cruikshank, Levin anddRaneet
the independence standards set forth in the lisgggirements of both of the New York Stock Excteagd the
Nasdaq Stock Market, In

Code of Ethics

The Company has a Code of Ethics that applied taf &k officers and other employees, including th
Company’s principal executive officer, principatdincial officer, and the principal accounting cfior controller.
A copy of the Code of Ethics is available from @@empany, without charge, upon written request éoGompany ¢
the address set forth below:

Corporate Secretary

Kaiser Aluminum Corporation

27422 Portola Parkway, Suite 350
Foothill Ranch, California 92610-2831

Section 16(a) Beneficial Ownership Reporting Compdince

Based solely upon a review of the copies of therfsa8, 4 and 5 and amendments thereto furnishdeeto t
Company with respect to its most recent fiscal yaad written representations from reporting pesgbat no other
Forms 5 were required, the Company believes thafficers, directors and greater than 10% beraf@ivners
complied with all applicable filing requirements the year 2005.

ITEM 11. EXECUTIVE COMPENSATION

Summary Compensation Table

Although certain plans or programs in which exaaubfficers of the Company participate are joirsthonsore
by the Company and KACC, executive officers of @@mpany generally are directly employed and comgieaish)
KACC. The following table sets forth compensatioformation, cash and non-cash, for each of the Gayip last
three completed fiscal years with respect to then@any’s Chief Executive Officer and the five
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most highly compensated executive officers othanttihe Chief Executive Officer for the year 2006ll@ctively
referred to as the “Named Executive Officers”).

Long-Term Compensation

Annual Compensation Awards Payouts
() (b) (c) (d) (e) ) (9) (h) 0]
Other Restricted Securities
Annual Stock Underlying LTIP All Other

Name and Principal Salary Bonus Compensatior Award(s) Options/ Payouts Compensatior

Position Year  ($) (%) (®Q) ($) SARS # (9)(2) ($)

Jack A. Hockem: 200t 730,00  600,00( — -0- -0- -0- 23,19%(3)
President and Chi¢ 2004 730,00  378,50( — -0- -0- -0- 199,19:(3)(4)(5
Executive Officel 200z 730,00( -0- — -0- -0- -0- 365,00(4)

Edward F. Houft 200& 250,00((6) 103,1247) — -0- -0- -0- 1,480,77(3)(8)
Chief Restructuring 200< 400,00  218,75(7) — -0- -0- -0- 118,45((3)(4)
Officer 200z 400,00 125,00(7) — -0- -0- -0- 200,00((4)

John Barneso 2005 275,00  150,00( — -0- -0- -0- 23,87%3)
Senior Vice Presidel 200< 275,00( 94,62t — -0- -0- -0- 81,20((3)(4)
and Chiel 200z 275,00( -0- — -0- -0- -0- 125,00((4)
Administrative Officer

John M. Donnai 200t 260,00  108,00( — -0- -0- -0- 20,73%3)
Vice President 200< 200,00( 45,42( — -0- -0- -0- 109,00((3)(4)
General Counst 200z 200,00( -0- — -0- -0- -0- 200.00((4)
and Secretar

Daniel D. Maddo» 200E 200,00( 84,00( — -0- -0- -0- 19,72((3)
Vice Presiden 200< 200,00( 52,99( — -0- -0- -0- 116,00((3)(4)
and Controllel 200z 200,00( -0- 24,721(9) -0- -0- -0- 200,00((4)

Kerry A. Shiba 200t 270,00  114,00( — -0- -0- -0- 20,8253)
Former Vice Presidetl 200< 242,50( 68,13( — -0- -0- -0- 118,9243)(4)
and Chief Financie 200z 190,00( -0- — -0- -0- -0- 190,00((4)

Officer(10)

(1) Except as otherwise indicated for Mr. Maddox in 208xcludes perquisites and other personal benefitieh
in the aggregate amount do not exceed the lessgthefr $50,000 or 10% of the total of annual satard
bonus reported for the Named Executive Offi

(2) Awards under the Company’s long-term incentive @eangenerally payable in two installments — tingt fon
the date the Company emerges from bankruptcy anddbond one year later. Awards under the program a
forfeited if the participant voluntarily terminatbss or her employment (other than normal retirethprior to
the scheduled payment dates. For additional infaamasee discussion under “Long Term IncentivenPla-
Awards in Last Fiscal Year” and “Employment Contsa Retention Plan and Agreements and Termination
Employment aniChang+~in-Control Arrangement— Long-Term Incentive Pla” below.

(3) Includes contributions under the Company’s SalaBiadings Plan made with respect to 2004 and 2005,
respectively, in the amount of $16,400 and $23f883/1r. Hockema; $18,450 and $5,162 for Mr. Houff;
$18,700 and $23,875 for Mr. Barneson; $9,000 arJ7&3 for Mr. Donnan; $16,000 and $19,720 for
Mr. Maddox; and $23,925 and $20,825 for Mr. Shibar. additional information, see discussion under
“Employment Contracts, Retention Plan and Agreemantl Termination of Employment and
Chang-in-Control Arrangement— Kaiser Salaried Savings Plg” below.

(4) Includes retention payments made during 2004 a8 2@spectively, under the Court approved Key Eyg¢
Retention Program in the amount of $182,500 and $®® for Mr. Hockema; $100,000 and $200,000 for
Mr. Houff; $62,500 and $125,000 for Mr. Barnesoh0@,000 and $200,000 for Mr. Donnan; $100,000 and
$200,000 for Mr. Maddox; and $95,000 and $190,@Mr. Shiba. As described in more detail belove, th
program was not extended beyond March 2004 andntioefr retention payments were made after Marck 200
In addition to such retention amounts, pursuathéaterms of the Key Employee Retention ProgramCIKCAs
withholding additional retention payments with respto the years 2004, 2003 and 2002, respectif@iygach
of Messrs. Hockema and Barneson as follows: $182 $365,000 and $182,333 for Mr. Hockema; and
$62,500, $125,000 and $62,500 for Mr. Barnesonnfeay of such additional retention amounts generally
subject to, among other conditions, KACC’s emergeinem chapter 11 and the timing thereof. For acidll
information, see discussion uncEmployment Contracts, Retention Plan
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Agreements and Termination of Employment and Chamggontrol Arrangements —Kaiser Retention Plan
and Agreemen” below.

(5) Includes $293 paid to Mr. Hockema for unused alloees under the Compé’s benefit program
(6) Reflects the base salary paid to Mr. Houff in 28@%®ugh the termination of his employment on Audiit
2005.

(7) Under the terms of his employment agreement, MufHeas guaranteed a bonus of $125,000 annually.
Includes additional short term incentive paymenésiento Mr. Houff in respect of 2004 and 2005 inahsoun
of $93,755 and $25,000, respective

(8) Includes $1,200,000 in the form of payments maddrtaHouff in 2005 in connection with the termirti of
his employment and $275,614 in the form of paymémntdr. Houff under the terms of Mr. Houff's non-
exclusive consulting agreement for services pravide2005. For additional information, see discossinder
“Employment Contracts, Retention Plan and Agreemantl Termination of Employment and
Changrin-Control Arrangement— Kaiser Retention Plan and Agreeme¢” below.

(9) Includes an auto allowance of $22,217 and perass®bf company car of $2,5
(10) Mr. Shiba resigned effective as of January 23, 2

Option/SAR Grants in Last Fiscal Year
The Company did not issue any stock options or Sérmg the year 2005.

Aggregated Option/SAR Exercises in Last Fiscal Yeaasind Fiscal Year-End Option/SAR Values

The table below provides information on an aggregiétasis concerning each exercise of stock optiariag
the fiscal year ended December 31, 2005, by eathea€ompany’s Named Executive Officers, and thgsXiscal
yearend value of unexercised options. During 2005 Cbepany did not have any SARs outstanding. Putdoan
the Kaiser Aluminum Amended Plan, the equity iniesef the Company’s existing stockholders are etgueto be
cancelled without consideration. Upon any such ebaition, any options to purchase the Compar§ommon Stoc
from the Company also are expected to be cancelled.

@ (b) © (d ©)

Number of Securities Value of Unexercised
Shares Underlying Unexercised in-the-Money
Acquired on  Value Options/SARs at Fiscal Year Options/SARs at Fiscal
Exercise Realizec End(#) Year-End ($)
Name (#) ($) Exercisable Unexercisable  Exercisable Unexercisable
Jack A. Hockemi -0- -0- 375,77((2) 28,1841) —(2) —(2)
Edward F. Houf -0- -0- -0- -0- —(2) —(2)
John Barneso -0- -0- -0- -0- -0- -0-
John M. Donnal -0- -0- -0- -0- -0- -0-
Daniel D. Maddo» -0- -0-  35,71%2) -0- —(2) —(2)
Kerry A. Shiba -0-  -0- -0- -0- -0- -0-

(1) Represents shares of the Comf’'s Common Stock underlying stock optio

(2) No value is shown because the exercise price fehigpan the closing price of $0.03 per share ®
Compan’s Common Stock on the OTC Bulletin Board on Decam3Be 2005

Long-Term Incentive Plans — Awards in Last Fiscal ear

During 2002, the Company adopted, and the Countcaepl as part of the Key Employee Retention Program
discussed below, a cash-based long-term incentagram under which participants became eligibleet®ive an
award based on the attainment by the Company tdises cost reductions above a stipulated thresioolthe
period 2002 through emergence from bankruptcy‘{tbeg-Term Incentive Plan”). Although awards haweeh
earned under the Long-Term Incentive Program fohed 2002, 2003, 2004 and 2005, no payments heee b
made and the awards remain subject to forfeitune.fdllowing table and accompanying footnotes ferrttiescribe
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the awards that may be earned by the Named ExedOffficers under the Long-Term Incentive Prograor. F
additional information concerning the Long-Terméntive Plan, see “Employment Contracts, Retentian Bnd
Agreements and Termination of Employment and Chamgeontrol Arrangements —ong-Term Incentive Plah
below.

Estimated Future Payouts
Under Non-Stock Price-Based Plans
(@) (b) (©) (d) (e) ®
Performance
Number or Other
of Shares, Periods Until
Units or Maturation

Name Other Rights _or Payout  Threshold Target(1)(3) Maximum(1)(3)
Jack A. Hockemi N/A 2 (3) $1,500,00! $ 4,500,00
Edward F. Houf N/A 2 (3) 300,00( 900,00(
John Barneso N/A 2 3 350,00( 1,050,00!
John M. Donnai N/A 2 (3) 200,00( 600,00((4)
Daniel D. Maddoy N/A 2 (3) 100,00( 300,00(
Kerry A. Shiba N/A ) ©) 258,00((5) 774,00((5)

(1) The target and maximum payout amounts in the @f@ger annun

(2) Awards are generally payable in two equal instatitee— the first on the date that the Company ensefigen
bankruptcy and the second on the one year anniyes§auch date. Any awards earned under the pnogra
generally are forfeited if the participant volurlaterminates his or her employment (other thanamal
retirement) or is terminated for cause prior togbkeduled payment da

(3) Final amounts, if any, that may be paid under tiogyam are generally not determinable until the efnithe
performance period. Subject to the foregoing, baserksults during the applicable performance pistio
awards for 2002, 2003, 2004 and 2005 are antigipatée below the target amounts. In this regdoa, t
aggregate anticipated awards for 2002 and 20082384 7,043 for Mr. Hockema; $472,654 for Mr. Houlff;
$452,960 for Mr. Barneson; $141,796 for Mr. Donnamg $157,551 for Mr. Maddox, representing average
annual payouts ranging from 65% to 78% of the applie targets. Average awards for 2004 and 2005 are
generally expected to be more than 50% lo

(4) The initial target and maximum for Mr. Donnan w&89,000 and $270,000, respectively. These amousrs w
increased to the levels indicated in the tablectiffe January 2005 in connection with Mr. Donngoremotion
to General Counse

(5) The initial target and maximum for Mr. Shiba we89$00 and $270,000, respectively. These amounts we
increased to $250,000 and $750,000, respectivigcteve April 2004 in connection with Mr. Shiba'’s
promotion to Chief Financial Officer, and to theéés indicated in the table effective January 2(

Defined Benefit Plans

Kaiser Retirement Plan.KACC previously maintained a qualified, definegefit retirement plan (the “Kaiser
Retirement Plan”) for salaried employees of KAC@ an-sponsoring subsidiaries who met certain aligib
requirements. Effective December 17, 2003, the PB&B@inated the Kaiser Retirement Plan. One of the
consequences of the termination was the terminafti@tl benefit accruals under the Kaiser Retireni®an.
Another was the significant reduction of benefitaitable to certain executive officers, includings4rs. Hockema
and Barneson, due to the limitation on benefitsapsy by the PBGC. The table below shows estimateda
retirement benefits which would have otherwise hgsyable under the terms of the Kaiser Retiremént #
participants with the indicated years of credited/e. These benefits are reflected (a) withoducgion for the
limitations imposed by Section 401(a)(17) and $&cti15 of the Internal Revenue Code of 1986, aqdetk(the
“Tax Code”) on qualified plans and before adjusthfenthe Social Security offset, thereby reflegtaggregate
benefits to be received, subject to Social Secuwfisets and (b) without reduction for the limitation benefits
payable by the PBGC as a result of the involuntary
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termination of the Kaiser Retirement Plan ($43,8frually for retirement at age 65 and $34,742dtrament at
age 62, the normal retirement age under the K&stirement Plan).

Average Annual Years of Service

Remuneration 15 20 25 30 35

$250,00C $ 56,25( $ 75,000 $ 93,75( $112,50( $131,25(
350,00C 78,75( 105,00( 131,25( 157,50( 183,75(
450,000 101,25( 135,00( 168,75( 202,50( 236,25(
550,00C 123,75( 165,00( 206,25( 247,50( 288,75(
650,00C 146,25( 195,00( 243,75( 292,50( 341,25(
750,00C 168,75( 225,00( 281,25( 337,50( 393,75(
850,00C 191,25( 255,00( 318,75( 382,50( 446,25(
950,00C 213,75( 285,00( 356,25( 427,50( 498,75(
1,050,00C 236,25( 315,00( 393,75( 472,50( 551,25(

The estimated annual retirement benefits showmhased upon the assumptions that the provisiortseokaise
Retirement Plan prior to its termination by the RBénd the Kaiser Supplemental Benefits Plan padtst
amendment as of May 1, 2005 are in effect, thapHrécipant retires at age 62, and that the retiegeives
payments based on a straight-life annuity for ifigitne. Messrs. Hockema, Barneson, Donnan, Shidaviaddox
had 12.9, 29.8, 11.2, 6.5, and 8.5 years of creédiégvice, respectively, on December 31, 2005.Hwuff is not a
participant in either the Kaiser Retirement Plather Kaiser Supplemental Benefits Plan and Mr. &kib
participation terminated effective as of JanuaryZt®6. Monthly retirement benefits are determibgdnultiplying
years of credited service (not in excess of 40heydifference between 1.50% of average monthlypsmsation fo
the highest base period (of 36, 48 or 60 conseeutionths, depending upon compensation level) ifattel 0 years
of employment and 1.25% of monthly primary Societ&ity benefits. Pension compensation coveretéyKaisel
Retirement Plan and the Kaiser Supplemental Benefén consisted of salary and bonus.

Participants are entitled to retire and receivesanbenefits, unreduced for age, upon reachingagwe after
30 years of credited service. Full early pensiomeffies (without adjustment for Social Security effgrior to
age 62) are payable to participants who are at Eagears of age and have completed 10 or mones yégension
service (or whose age and years of pension setotiae70) and who have been terminated by KACCroaféiliate
for reasons of job elimination or partial disalyiliParticipants electing to retire prior to agev® are at least
55 years of age and who have completed 10 or neaesyof pension service (or whose age and yegrsnsion
service total at least 70) may receive pensionfiisnanreduced for age, payable at age 62 or dlbenefits
payable earlier. Participants who terminate theipleyment after five years or more of pension smrvor after
age 55 but prior to age 62, are entitled to penkanefits, unreduced for age, commencing at age,G2they have
completed 10 or more years of pension service aaielly reduced benefits payable earlier. For paoéints with five
or more years of pension service or who have rehabe 55 and who die, the Kaiser Retirement Plaviges a
pension to their eligible surviving spouses. Upetirement, participants may elect among severaineay
alternatives.

As a result of the termination of the Kaiser Ratiemt Plan by the PBGC, benefits payable to pasidipwill
be reduced to a maximum of $34,742 annually fareeient at age 62, lower for retirement prior te &3, and
higher for retirements after age 62 up to $43,97ga 65, and participants will not accrue adddldrenefits. In
addition, the PBGC will not make lump-sum paymeatparticipants. Because of the PBGC limitatiorbenefits
payable from the Kaiser Retirement Plan, the esdthbenefits with respect to the Kaiser Retirenftah for
Messrs. Hockema and Barneson for retirement aéagee significantly reduced.

In the second quarter of 2005, KACC modified tirenie of the “Salaried Savings Plan” (as defined bil&ee
“— Salaried Savings Plan and Supplemental Retiré¢rkm.”

Kaiser Supplemental Benefits Plamlthough the accrual of additional benefits tarated as of May 1, 2005,
KACC maintains an unfunded, non-qualified SuppletakBenefits Plan (the “Kaiser Supplemental Besedfitan).
Prior to May 1, 2005, the Kaiser Supplemental Beséflan restored benefits that would otherwisgdid from the
Kaiser Retirement Plan or the Supplemental SavamgsRetirement Plan, a qualified Section 401(kh pla

114




(the “Kaiser Savings Plan™yere it not for the limitations imposed by Sect#fi(a)(17) and Section 415 of the -
Code. The Kaiser Supplemental Benefits Plan willmake up benefits lost with respect to the Kaiketirement
Plan because of limitations on benefits payabléhbyPBGC. The accrual of benefits under the Keisgaplemental
Benefits Plan were terminated in connection withmiodifications to the Salaried Savings Plan. SeeSalaried
Savings Plan and Supplemental Retirement Planot RsiMay 1, 2005, participation in the Kaiser Sieppental
Benefits Plan was available to all employees atitees of KACC and its subsidiaries whose benefitder the
Kaiser Retirement Plan and Kaiser Savings Plan lilerly to be affected by the limitations imposedthe Tax
Code. Except as described below, each eligibleégizant is entitled to receive the benefits accrined lump sum
30 days after the date the participant terminatesi@/ment.

Pursuant to the Kaiser Key Employee Retention Rimgliscussed below, participants under the Kaiser
Supplemental Benefits Plan will forfeit their beiteff they voluntarily terminate their employmeprior to the
Company’s emergence from bankruptcy (other thamabretirement at age 62). Any claims by particigamith
respect to amounts not paid under the Kaiser Soppiéal Benefits Plan will be resolved in the ovietahtext of a
plan of reorganization.

Kaiser Termination Payment PolicyMost full-time salaried employees of KACC aregéile for benefits
under an unfunded termination policy if their enyptent is involuntarily terminated, subject to a fnenof
exclusions. The policy provides for lump-sum payteeaiter termination ranging from one-half montsédary for
less than one year of service graduating to eigiiths’ salary for 30 or more years of service. Asault of the
filing of the Cases, payments under the policyeispect of periods prior to the Filing Date gengrainnot be made
by KACC. Any claims for such pre-petition amountdl e resolved in the overall context of the Kaigduminum
Amended Plan. The Named Executive Officers andatedther participants in the Kaiser Key EmployexeRtion
Plan waived their rights to any payments undeté¢nmination policy in connection with their parpeition in the
Kaiser Key Employee Retention Plan.

Salaried Savings Plan and Supplemental Retiremiamt PKACC maintains a qualified, defined- contribution
retirement plan for salaried employees and reticf&GACC and adopting employees who have met aertai
eligibility requirements (i.e., the “Kaiser Savingk&n”). The Kaiser Savings Plan was amended &stdtesl as of
May 1, 2005. As amended, the Kaiser Savings Plawslparticipants to make elective pre-tax defercdl
compensation up to the limits set forth in the Tade. In addition, participants, subject to thésgattion of certain
conditions, receive a (i) non-discretionary matghémployer contribution in the amount of his or pe-tax
deferrals of compensation up to a maximum of 4%i®br her eligible compensation and (ii) an empldyxed rate
contribution based on age of service as of Janl,a?2P04, the rates of which range from 2% to 10%ligfible
compensation. The matching contribution and theleyep fixed-rate contributions were made retroagivo
participants in the Kaiser Savings Plan who wereleyed on both the first and last day of 2004 aihd Wwad at
least 1,000 hours of service during 2004, and \aky@ made retroactively to participants in the gtarthe first four
months of 2005. In order to receive the employezdirate contribution for 2005, a participant waguired to
employed on the last day of 2005. Participanth@Kaiser Savings Plan are 100% vested at all timtwir
elective deferrals and any matching contributidre fixed-rate contributions fully vest when an éoype has five
years of service

In addition, in connection with the amendment agstatement of the Salaried Savings Plan, KACC dspec
implement a non-qualified supplemental retiremdan pvhich will restore contributions otherwise sedijto Tax
Code limitations. Funds under the plan will beasatle in a rabbi trust. When implemented, the pléirenable eac
participant to receive an aggregate amount equhktbenefits that he or she would have been edtid receive
under the Kaiser Savings Plan in the absence ofChate limitations.

Director Compensation

Each of the directors who is not an employee ofGhmpany or KACC generally receives an annual bese
for services as a director. The base fee for tlae 2805 was $50,000. During 2005, Messrs. Cruikshidarwitz,
Levin and Roach each received base compensat®s00d00. Mr. Haymaker’'s compensation for 2005 wasened
by a separate agreement with the Company and KA®E&h is discussed below.
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For the year 2005, non-employee directors of the@my and KACC who were directors of MAXXAM also
received director or committee fees from MAXXAM. addition, the non-employee Chairman of each of the
Company’s and KACC'’s committees (other than theifGdmmittees) was paid a fee of $3,000 per year fo
services as Chairman. The fee paid to the Chaiohére Audit Committees was $10,000 per year. Athn
employee directors also generally received a fekl(B00 per day for Board meetings attended inomeos by
phone and $1,500 per day for committee meetingsihglerson or by phone on a date other than adBoa&eting.
Non-employee director members of the Company’s and EAExecutive Committees not covered by a separate
agreement with the Company and KACC also were ad@t of $6,000 per year for such services. Inaetspf
2005, Messrs. Cruikshank, Hurwitz, Levin and Roeatfeived an aggregate of $87,500, $59,000, $96660
$97,500 respectively, in such fees from the CompardyKACC in the form of cash payments.

James T. Hackett served as a director of the Coyngiath KACC through February 28, 2005. Mr. Hackedsw
paid director fees in the amount of $8,333 forpeeod ended February 28, 2005. Mr. Hackett receadditional
fees for his service as Chairman of the Sectior{rhipZompensation Committees for the period endéuiuzey 28,
2005 in the amount of $500. Mr. Hackett also reegigne payment of $1,500 for a meeting attended on
February 15, 2005.

Non-employee directors are eligible to participatéhe Kaiser 1997 Omnibus Stock Incentive Plae (1997
Omnibus Plan”). During 2005, no awards were mad®to-employee directors under the 1997 Omnibus. Plan

Directors are reimbursed for travel and other diséments relating to Board and committee meetengs,non-
employee directors are provided accident insurémeespect of Company-related business travel.etlp the
approval of the Chairman of the Board, directos® @enerally may be paid ad hoc fees in the amufuBiz50 per
one-half day or $1,500 per day for services othantattending Board and committee meetings thatineetravel in
excess of 100 miles. No such payments were madz0fis.

The Company and KACC have a deferred compensatigram in which all non-employee directors are
eligible to participate. By executing a deferred égreement, a non-employee director may defer giart of the
fees from the Company and KACC for services in stagacity for any calendar year. The deferred fee<rediter
to a book account and are deemed “invested,” in RE¥ements, in two investment choices: in phanstiares of
the Company’s Common Stock and/or in an accounitgeaterest calculated using one-twelfth of thensof the
prime rate plus 2% on the first day of each motiteferred, fees, including all earnings creditedhe book
account, are paid in cash to the director or bera§i as soon as practicable following the datediihector ceases f
any reason to be a member of the Board, eithefuma sum or in a specified number of annual ihstahts not to
exceed ten, at the director’s election. No defezlattions were in effect during 2005 and therenaréeferral
elections currently in effect.

Fees to directors who also are employees of KA@Xaemed to be included in their salary. Direcodithe
Company were also directors of KACC and receivedftiiegoing compensation for acting in both capeit

As of January 1, 2005 Mr. Haymaker, the CompanyK#&@C entered into an agreement concerning thegerm
upon which Mr. Haymaker would continue to servaakirector and non-executive Chairman of the Boafdbe
Company and KACC through the earlier of December2BD5 and the effective date of the Company’s and
KACC's emergence from bankruptcy. Mr. Haymaker's@a base compensation under the agreement isG50,0
for services as a director and $73,000 for senéseson-executive Chairman of the Boards of the fizom and
KACC, inclusive of any Board and committee feeseotlise payable. All compensation under the agreémgraid
in cash. Mr. Haymaker’s agreement has been exteailedgh the earlier of June 30, 2006 and the tffecate of
the Company’s and KACC's emergence from bankruptcy.

Employment Contracts, Retention Plan and Agreementand Termination of Employment and
Change-in-Control Arrangements

Kaiser Key Employee Retention Prograr®n September 3, 2002, the Court approved theBfeployee
Retention Program (the “KERP"), consisting of thaiser Retention Plan, the Kaiser Severance PlarKaiser
Change in Control Severance Program and the LomgrTrecentive Plan discussed below.
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Kaiser Retention Plan and Agreement&ffective September 3, 2002, KACC adopted thes&aAluminum &
Chemical Corporation Key Employee Retention Plae (Retention Plan”) and entered into retentioreagrents
with certain key employees, including each of tlered Executive Officers.

In general, awards payable under the Retention\Rated, as applicable, on September 30, 2002,Hvadrc
2003, September 30, 2003 and March 31, 2004 (tlestig Dates”)The retention agreements further provided
if the participant’s employment terminated withid @ays following the payment of any award for aggson other
than death, disability, retirement on or after 88er termination without cause (as defined inRle¢ention Plan), |
or she would be required to return the paymentA€K. The Retention Plan was not extended beyonaiM2004.
Except with respect to payments of the Withheld Ants (as defined below) to Messrs. Hockema and dsam, th:
clawback provisions have expired and no furthempayts are payable under the Retention Plan.

For Messrs. Hockema and Barneson, the amount vestedch of the Vesting Dates was equal to 62.5sof
base salary at the time of grant. Forty perceth@@amount vested on each Vesting Date was padump sum on
that date. Except as described below, of the rem@iB0% of the vested amount (the “Withheld Amojnt) one
third is payable in a lump sum on the date of KA€E&Mmergence from bankruptcy, and (ii) one thindaigable in a
lump sum on the first anniversary of the date of@@s emergence from bankruptcy. The remaining thad been
forfeited because the date of KACC’s emergence foamkruptcy did not occur on or prior to pre-estdigd
deadlines, the last of which was August 12, 20@%®4dch case the person must be employed by KAQGeon
applicable date. Notwithstanding the foregoinghd& employment of any of Messrs. Hockema, or Bamés
terminated prior to the payment date for any Wittilemount as a result of his death, disabilityjreghent from
KACC on or after age 62 or KACC's termination of employment without cause, he or his estate, plicaple, is
entitled to receive his Withheld Amount.

Kaiser Severance Plan and AgreemenEifective September 3, 2002, KACC adopted thes&aAluminum &
Chemical Corporation Severance Plan (the “SeverBia®’) to provide selected executive officers)unng
Messrs. Hockema, Barneson, Donnan and Maddox, thed key employees of KACC with appropriate pratact
in the event of certain terminations of employmemd entered into Severance Agreements (the “Seseran
Agreements”) with plan participants. The Severdples terminates on the first anniversary of the #&CC
emerges from bankruptcy.

The Severance Plan provides for payment of a seweriaenefit and continuation of welfare benefitthie
event of certain terminations of employment. Pgréints are eligible for the severance payment antirtuation of
benefits in the event the participant's employnistérminated without cause (as defined in the &aae Plan) or
the participant terminates employment with goodoeaas defined in the Severance Plan). The sesepayment
and continuation of benefits are not availablé)ifi{e participant receives severance compensatidnenefit
continuation pursuant to a Kaiser Aluminum & CheahiCorporation Change in Control Severance Agreéifan
described below), (ii) the participant’s employmenterminated other than without cause or by #rtigipant for
good reason, or (i) the participant declinesigmsor subsequently revokes, a designated forrelefse. In
addition, in consideration for the severance payraad continuation of benefits, a participant Wil subject to
noncompetition, nonsolicitation and confidentialigstrictions following the participant’s terminati of
employment with KACC.

The severance payment payable under the SevertarcéoPMessrs. Hockema, Barneson, Donnan and Maddox
consists of a lump sum cash payment equal to twesti(for Messrs. Hockema and Barneson) or one fifoes
Messrs. Donnan and Maddox) his base salary. Irtiaddimedical, dental, vision, life insurance, atiskbility
benefits are continued for a period of two yeans flessrs. Hockema and Barneson) or one year (for
Messrs. Donnan and Maddox) following terminatiorenfployment. Severance payments payable under the
Severance Plan are in lieu of any severance or t#hmination payments provided for under any maKACC or
any other agreement between the participant and®AC

Kaiser Change in Control Severance Prograrm 2002, KACC entered into change in control samee
agreements (the “Change in Control Agreements wértain key executives, including Messrs. Hockema
Barneson, Donnan and Maddox, in order to providentkith appropriate protection in the event ofraniaation of
employment in connection with a change in contrqlexcept as noted below) significant restructuieach as
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defined in the Change in Control Agreements) of KAQhe Change in Control Agreements terminate en th
second anniversary of a change in control of KACC.

The Change in Control Agreements provide for sevaggayments and continuation of benefits in ttentof
certain terminations of employment. The particigaare eligible for severance benefits if their easgpient
terminates or constructively terminates due toangke in control during a period that commencestyi(89) days
prior to the change in control and ends on thersgemniversary of the change in control. Participgather than
Messrs. Hockema and Barneson) also are eligibledeerance benefits if their employment is terngidatue to a
significant restructuring outside of the period enemcing ninety (90) days prior to a change in adrgnd ending
on the second anniversary of such change in cofith@se benefits are not available if (i) the ggstint voluntarily
resigns or retires, other than for good reasomléfised in the Change in Control Agreements),tki@ participant is
discharged for cause (as defined in the Changentr@l Agreements), (iii) the participant’s emplognt terminates
as the result of death or disability, (iv) the papant declines to sign, or subsequently revoledgsignated form of
release, (v) the participant receives severancepeasation or benefit continuation pursuant to thées&r
Aluminum & Chemical Corporation Severance Planror ather prior agreement, or (vi) in the case ofdigs
payable as a result of a significant restructurf®yCC or its successor offers the participant sléaemployment in
North America in a substantially similar capacitydaat his or her current base pay and -term incentive,
regardless of whether the participant acceptsject®such offer. In addition, in consideration tloe severance
payment and continuation of benefits, a participailitbe subject to noncompetition, nonsolicitatiand
confidentiality restrictions following his or hezrimination of employment with KACC.

Upon a qualifying termination of employment, Messteckema, Barneson, Donnan and Maddox are entit
receive the following: (i) three times (for Mesdrtockema and Barneson) or two times (for Messrairiao and
Maddox) the sum of his base pay and most recemt-tton incentive target, (ii) a pro-rated portioihhis shortterrr
incentive target for the year of termination, aiiigl § pro-rated portion of his long-term incentitarget in effect for
the year of his termination, provided that suclgéamas achieved. In addition, medical, denta, ilisurance,
disability benefits, and perquisites are continfardh period of three years (for Messrs. HockenBarneson) or
two years (for Messrs. Donnan and Maddox) aftenitesition of employment with KACC. Participants ateo
entitled to a payment in an amount sufficient, rafe payment of taxes, to pay any excise tax gugir under
Section 4999 of the Tax Code or any similar statecal tax.

Severance payments payable under the Change inadCAgreements are in lieu of any severance orrothe
termination payments provided for under any plakACC or any other agreement between the Named uEixec
Officer and KACC.

Counsel to the Company and counsel to the UCC bareluded that a change in control will occur untther
Change in Control Agreements if the Union VEBA Trreceives more than fifty percent of the Comparmgjaity
upon emergence.

Long-Term Incentive Plan.During 2002, the Company adopted, and the Cqtaved as part of the KERP
long-term incentive plan under which key managenmsemployees, including Messrs. Hockema, BarnesonnBio
and Maddox, became eligible to receive a cash abasdd on the attainment by the Company of sustaiost
reductions above a stipulated threshold for théeode2002 through the Company’s emergence from hapiky.
Under the plan, fifteen percent of cost reductiabsve the stipulated threshold are placed in a fpoo¢ shared by
participants based on their individual target'sceetage of the aggregate target for all particgaftparticipant’s
target percentage may be adjusted upward or dovehwaéthin certain limitations, at the discretiontbg
Company'’s Chief Executive Officer. See “Executiven@pensation —Long-Term Incentive Plans — Awards for
Last Fiscal Yea” above for information concerning the target’s floe Named Executive Officers.

Amounts payable under the plan generally are ni@raenable until conclusion of the plan. If a paigant’s
employment is terminated without cause or as dtrefdeath, disability or retirement prior to cdumsion of the
plan, the participant will be entitled to receivpra rated portion of any award earned throughdtite of his or her
termination of employment. Awards earned undeipiae are forfeited if the participant voluntarigrininates his ¢
her employment (other than at normal retirement} éerminated for cause prior to the schedulednzat date.
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In general, awards payable under the program ar@&in two installments — the first on the ddtattthe
Company emerges from bankruptcy and the seconteoarte year anniversary of such date.

Short-Term Incentive PlanThe Company also maintains a broad based shamtiteentive plan pursuant to
which participants, including Messrs. Hockema, Baon, Donnan and Maddox, may earn cash awards.d&veae
determined on a sliding scale based on attainmetitdbCompany of various levels of financial penfiance
calculated using internal measures of controllablatinuing operating results. Depending on thellefénancial
performance, participants may earn up to threeditheir annual award target. Except as otherwidieated, the
current targets under the plan for the Named Exex@fficers for 2006 are as follows: Jack A. Hoelee—
$500,000; John Barneson — $125,000; John M. Dorr&90,000; and Daniel D. Maddox — $70,000.

Awards under the plan are paid in the year aftey tire earned. If a participant’'s employment imirated
prior to the end of a plan year as a result offedisability or retirement, the participant wik lentitled to receive a
pro rated portion of any award earned through #ite df his or her termination of employment. Awagdsned
under the program are forfeited if a participarteisninated for cause prior to payment, or a p@ditt's
employment is terminated prior to the end of a glear for any reason other than death, disabilityetrement.

Consulting Agreement with Edward F. Houf®n August 15, 2005, Mr. Houff's employment witthRC was
terminated by mutual agreement in anticipatiorhef Company and KACC emerging from bankruptcy. Upisn
termination Mr. Houff received or otherwise becagnétled to receive the severance benefits contateglby the
KERP and Mr. Houff and KACC entered into a consigtagreement to secure Mr. Houff's services asfChie
Restructuring Officer through February 14, 2006.Fabruary 4, 2006, KACC and Mr. Houff entered iato
amended consulting agreement which secured Mr.fHosérvices as Chief Restructuring Officer throughearlie
of KACC'’s emergence from Chapter 11 and April 300&. Pursuant to the terms of his consulting ages¢m
Mr. Houff currently receives a monthly base fe&88,750, plus $450 per hour for each hour workeskitess of
75 hours per month, subject to a monthly cap oftdid@ble hours. Effective April 1, 2006, the molytihase fee wil
be $22,500, Mr. Houff will receive $450 per hour &ach hour worked in excess of 50 hours per mamtth the
monthly cap of billable hours will be reduced ta ¥baddition, KACC reimburses Mr. Houff for reasdabe and
customary expenses incurred while providing coimsykervices to KACC.

Release with Kerry A. ShibaKerry A. Shiba resigned as the Vice President@higf Financial Officer of the
Company and KACC effective as of January 23, 2006onnection with his resignation, KACC and Mril&h
entered into a release. Pursuant to the termseaktrase, KACC and Mr. Shiba agreed that, indieail other
benefits to which Mr. Shiba might otherwise be tbdi and in consideration of his satisfaction atai@ post-
termination obligations, Mr. Shiba would receive®i41,796 representing earned long term incemtivards for
2002 and 2003, (ii) $42,577 representing his actrugaid vacation, (iii) his earned 2005 short téroentive,

(iv) an amount equal to Mr. Shiba’s 2004 and 208%ed long term incentive, without deduction or ifieds,
based on results for 2004 and 2005, and (v) twglaom payments of $135,000, one of which has baehgnd th
second of which will be paid on July 23, 2006. KA@ISo agreed to pay Mr. Shiba’s COBRA premiumshier
medical and dental coverage through the earli¢i tifie date Mr. Shiba becomes eligible for compsranedical
coverage under another employer’s health insurplaes and (i) February 28, 2007. The release @isuvides for a
mutual release and subjects Mr. Shiba to certamammnpetition, non-disclosure and non-solicitatidmigations.

Except as otherwise noted, there are no employnmaritacts between the Company or any of its sudnséed
and any of the Company’s Named Executive OfficBmnilarly, except as otherwise noted, there areangt
compensatory plans or arrangements that includmeats from the Company or any of its subsidiaesrty of the
Company’s Named Executive Officers in the everdrof such officer’s resignation, retirement, or attyer
termination of employment with the Company andsiibsidiaries, from a change in control of the Comypar from
a change in the Named Executive Officer’s respdilitids following a change in control.

Compensation Committee Interlocks and Insider Parttipation

From January 1, 2005, through February 28, 2005skée Cruikshank and Levin (Chairman) and James T.
Hackett, who resigned as a director of the ComantyKACC as of the end of February 2005, were mesniiethe
Company’s Compensation Policy Committee, and Meg&mskshank and Hackett (Chairman) were membetheof
Company'’s Section 162(m) Compensation CommitteeF€bruary 28, 2005, Mr. Cruikshank became the sole
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member of the Company’s Section 162(m) Compens&mnmittee and on May 24, 2005, John D. Roach was
appointed to the Company’s Compensation Policy Cittaen

No member of the Compensation Policy CommittednerSection 162(m) Compensation Committee of the
Board was, during the 2005 fiscal year, an offameemployee of the Company or any of its subsidgror was
formerly an officer of the Company or any of itdsidiaries, or had any relationships requiring ldisare by the
Company under Item 404 of Regulation S-K.

During the Company’s 2005 fiscal year, no executiffeer of the Company served as (i) a membehef t
compensation committee (or other board committepaing equivalent functions) of another entitpeoof whost
executive officers served on the Compensation P@immmittee or Section 162(m) Compensation Commitiethe
Company, (ii) a director of another entity, onendfose executive officers served on either of suchnittees, or
(iii) a member of the compensation committee (tieotboard committee performing equivalent funcfjamfsaanothe
entity, one of whose executive officers served dsector of the Company.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT AND
RELATED STOCKHOLDER MATTERS

Ownership of the Company

The following table sets forth, as of March 24, 00nless otherwise indicated, the beneficial owiigrof the
Company’s Common Stock by (i) those persons knoythé Company to own beneficially more than 5%hef t
shares of the Company’s Common Stock then outsign¢ii) each of the directors of the Company) giach of the
Named Executive Officers, and (iv) all directorslaxecutive officers of the Company and KACC asaup.
Pursuant to the Debtors’ Plan of Reorganizatioretdty interests of the Company’s existing stod#tbrs will be
cancelled without consideration. See Item 1. “Basg+— Reorganization Proceedings’which is incorporated
herein by reference, for a discussion of the ppieceélements reflected in the disclosure statermedtplan of
reorganization for the Company, KACC and other Debhecessary to ongoing operations, as such etsrperiain
to the issuance of equity in the emerging entity.

Name of Beneficial Owne Title of Class # of Shares(1 % of Class
MAXXAM Inc. Common Stoc ~ 50,000,00(2) 62.¢
John Barneso Common Stoc 10,70( *
Robert J. Cruikshan Common Stoc 15,00¢3) *
John M. Donnal Common Stoc 2,07¢ *
George T. Haymaker, J Common Stoc 9,685(3) *
Jack A. Hockemi Common Stoc 393,62:(3) *
Edward F. Houf Common Stoc -0- *
Charles E. Hurwit. Common Stoc -0-(4) *
Ezra G. Levir Common Stoc 13,00¢3) *
Daniel D. Maddo» Common Stoc 40,1443) *
John D. Roacl Common Stoc -0- *
All directors and executive officers of the Compasya group

(11 persons Common Stoc 484,27°(5) *

* Less than 1%

(1) Unless otherwise indicated, the beneficial ownengelsole voting and investment power with respette
shares listed in the table. Also includes optiorer@sable within 60 days of March 24, 2006 to aesuch
shares

(2) Includes 27,938,250 shares beneficially owned byHWIG he address of MAXXAM is 1330 Post Oak Blvd.,
Suite 2000, Houston, Texas 770
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(3) Includes options exercisable within 60 days of Ma2d, 2006 to acquire shares of the Company’s Cammo
Stock as follows: Mr. Cruikshank — 13,009; Mr. Hagher — 7,143; Mr. Hockema — 375,770; Mr. Levin —
13,009; and Mr. Maddo— 35,715.

(4) Excludes shares owned by MAXXAM. Mr. Hurwitz may theemed to hold beneficial ownership in the
Company as a result of his beneficial ownershiplAXXAM.

(5) Includes options exercisable within 60 days of Ma2d, 2006, to acquire 690,633 shares of the Cogipan
Common Stock

Ownership of MAXXAM

As of March 15, 2006, MAXXAM owned, directly anddinectly, approximately 63% of the issued and
outstanding Common Stock of the Company. The falligwable sets forth, as of March 15, 2006, untgéherwise
indicated, the beneficial ownership, if any, of tenmon stock (“MAXXAM Common Stock) and MAXXAM
Class A $.05 Non-Cumulative Participating ConveetiBreferred Stock (“MAXXAM Preferred Stock”) of
MAXXAM by the directors of the Company, the NamexkeEutive Officers, and the directors and the exeeut
officers of the Company and KACC as a group:

% of % of Combined

Name of Beneficial Owne Title of Class # of Shares(1 Class Voting Power(2)
Charles E. Hurwit: Common Stoc  3,338,11((3)(4) 51.¢ 76.%
Preferred Stoc 684,94:(4)(5) 99.7
Robert J. Cruikshan Common Stoc 5,20((6) *
Ezra G. Levir Common Stoc 5,20((6) *
All directors and executive officers as a
group (11 person: Common Stoc  3,348,51/(3)(4)(6) 53.C
Preferred Stoc 684,94:(4)(5) 99.7 76.7

* Less than 19

(1) Unless otherwise indicated, the beneficial ownengetsole voting and investment power with respethé
shares listed in the table. Includes the numbsheafes such persons would have received on Marc?008, if
any, for their SARs (excluding SARs payable in casly) exercisable within 60 days of such datenif auch
rights had been paid solely in shares of MAXXAM Guoon Stock

(2) MAXXAM Preferred Stock is generally entitled to teates per share on matters presented to a vote of
MAXXAM ’s stockholders

(3) Includes 2,451,714 shares of MAXXAM Common Stocknew by Gilda Investments, LLC (“Gilda”), a wholly
owned subsidiary of Giddeon Holdings, Inc. (“Gidd8o as to which Mr. Hurwitz indirectly possesseging
and investment power. Mr. Hurwitz serves as the dokctor of Giddeon, and together with membeisi®f
immediate family and trusts for the benefit therexfns all of the voting shares of Giddeon. Alsclues
(a) 36,149 shares of MAXXAM Common Stock held bg tbharles E. Hurwitz 2004 Retained Annuity Trust,
(b) 36,150 shares of MAXXAM Common Stock held bg Barbara R. Hurwitz 2004 Retained Annuity Trust
and as to which Mr. Hurwitz disclaims beneficialreuship, (c) 10,127 shares of MAXXAM Common Stock
separately owned by Mr. Hurwitz’s spouse and ashizh Mr. Hurwitz disclaims beneficial ownership,

(d) 46,500 shares of MAXXAM Common Stock owned bg Hurwitz Investment Partnership L.P., a limited
partnership in which Mr. Hurwitz and his spousehelave a 4.32% general partnership interest, 2000ich
shares were separately owned by Mr. Hunsitgouse prior to their transfer to such limitednmship and as
which Mr. Hurwitz disclaims beneficial ownershig) 279,535 shares of MAXXAM Common Stock held
directly by Mr. Hurwitz, (f) options to purchase,229 shares of MAXXAM Common Stock held by Gildada
(g) options held by Mr. Hurwitz to purchase 456,8h2res of MAXXAM Common Stock exercisable within
60 days of March 15, 200

(4) Gilda, Giddeon, the Hurwitz Investment Partnerghp. and Mr. Hurwitz may be deemed a “group” (the
“Stockholder Group”) within the meaning of Sectibd(d) of the Securities Exchange Act of 1934, asraied.
As of March 15, 2006, in the aggregate, the membiktise Stockholder Group own:
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3,338,116 shares of MAXXAM Common Stock and 684,9Aares of MAXXAM Preferred Stock, aggregating
approximately 76.3% of the total voting power of MXAM. By reason of his relationship with the memberf
the Stockholder Group, Mr. Hurwitz may be deemegdssess shared voting and investment power wsgiect
to the shares held by the Stockholder Group. Tldeesd of Gilda is 1330 Post Oak Boulevard, Sui020
Houston, Texas 77056. The address of the StockhGloup is Giddeon Holdings, Inc., 1330 Post Oak
Boulevard, Suite 2000, Houston, Texas 77(

(5) Includes options exercisable by Mr. Hurwitz witltié days of March 15, 2006 to acquire 22,500 shafres
MAXXAM Preferred Stock

(6) Includes options exercisable within 60 days of Mal8, 2006 to acquire shares of MAXXAM Common Stock
as follows: Mr. Cruikshan— 4,200 and Mr. Levir— 4,200.

Equity Compensation Plan Information

Pursuant to the Company’s plan of reorganizatioa equity interests of the Company’s existing shottters
will be cancelled without consideration. Howevée following table summarizes the Company’s and IKAC
equity compensation plans as of December 31, 2005:

Number of securities
remaining available for future

Number of securities to b issuance under equity
issued upon exercise of Weighted-average exercise compensation plans
outstanding options, price of outstanding options  (excluding securities reflectec
warrants and rights warrants and rights in column (a))
Plan Category (a) (b) (©
Equity compensation plans
approved by security holde 491,12(1) $ 3.57 4,864,88/(2)

Equity compensation plans not
approved by security holde — — —
Total 491,12( $ 3.57 4,864,88!

(1) Represents shares of the Comf’'s Common Stock underlying outstanding stock opti

(2) Shares are issuable under the 1997 Omnibus Plack-Based awards made under the 1997 Omnibus Rign m
be in the form of stock options, stock appreciatights, restricted stock, performance shares dopwance
units. Of the shares available for future issuanmmer the 1997 Omnibus Plan, 1,698,951 may be rinaitie
form of restricted stocl

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

None.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

For the years ended December 31, 2005 and 200#&spional services were performed by Deloitte & draal
LLP, the member firms of Deloitte & Touche Tohmatand their respective affiliates.

Audit and audit-related fees aggregated $2,129ar60$1,973,921 for the years ended December 35, 200
2004, respectively, and were composed of the fatigw
Audit Fees

The aggregate fees billed for audit services ferfibcal years ended December 31, 2005 and 2002 wer
$1,971,710 and $1,709,907, respectively. Theser&ate to the audit of the Compasynnual financial statemer
the reviews of the financial statements includethexCompany’s Quarterly Reports on Form 10-Q arthin
statutory foreign audits.
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Audit-Related Fees

The aggregate fees billed for audit-related sesvioethe fiscal years ended December 31, 200228604 were
$158,040 and $264,014, respectively. These featertd Sarbanes-Oxley Act of 2002, Section 404saalyi
services, audits of stand-alone financial statemeiated to a disposition, and audits of certaipleyee benefit
plans for the fiscal year ended December 31, 20052805.

Tax Fees

The aggregate fees billed for tax services foffiswl years ended December 31, 2005 and 2004 $&4r@,00(
and $440,400, respectively. These fees relatextodmpliance, tax advice and tax planning servioeghe fiscal
years ended December 31, 2005 and 2

All Other Fees

There were no fees billed for professional servitbger than audit fees, audit-related fees andeaxice fees
for the fiscal year ended December 31, 2005 and.200

All fees for 2005 and 2004 tax and audit-relatedtens requiring pre-approval by the Audit Committee
received such pre-approval.

Audit Committee Pre-Approved Policies and Procedurs

The Audit Committee of the Company’s Board of Dices has adopted policies and procedures in respect
services performed by the independent auditor whrehto be pre-approved. The policy requires thahdiscal
year, a description of the servi— by major category of type of service that are expected to be performed by
independent auditor in the following fiscal yedrg(t'Services List”) be presented to the Audit Conteei for
approval.

In considering the nature of the services to beigea by the independent auditor, the Audit Comaeitivill
determine whether such services are compatibletivitiprovision of independent audit services. TheifA
Committee will discuss any such services with tiiependent auditor and Company’s management todate
that they are permitted under the rules and reiguisiiconcerning auditor independence promulgateithéy
Securities and Exchange Commission to implemen$trbanes-Oxley Act of 2002, as well as the ruféke
American Institute of Certified Public Accountants.

Any request for audit, audit-related, tax, and p8egvices not contemplated on the Services Listroe
submitted to the Audit Committee for specific pppeoval and cannot commence until such approvabbkas
granted, except as provided below. Normally, prerayal is to be provided at regularly scheduledtings.
However, the authority to grant specific pre-appitdietween meetings, as necessary, is delegatkd @hairman
of the Audit Committee. The Chairman must updateAhdit Committee at the next regularly schedulegktimg of
any services that were granted specific pre-apjrova

As required, the Audit Committee will periodicalhg provided with and review the status of servares fees
incurred year-to-date against the original Sertise for such fiscal year as well as the accumulatests associated
with projects pending retroactive approval. Rettivacapproval for permissible non-audit servicealiswed under
the policy subject to certain limitations. Pre-ap@ is waived if all of the following criteria araet:

1. The service is not an audit, review or othezsttservice, except that the management may azhori
incur up to $25,000 in respect of scoping or plagractivities by the independent auditor in conioacivith
new or possible attest requirements so long apmod engagement letter is signed prior to @oeroval by the
Audit Committee and audit field work does not begin

2. The individual project is not expected to andslnot exceed $50,000 and/or the aggregate ambalht o
such services pending retroactive approval doesxusted $200,000;

3. Such services were not recognized at the tintkeoéngagement to be non-audit services; and
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4. Such services are brought to the attentionefihdit Committee or its designee at the next radyl

scheduled meeting.

PART IV

Iltem 15. Exhibits and Financial Statement Schedult

1. Financial Statemen
Report of Independent Registered Public Accounfinm
Consolidated Balance She:
Statements of Consolidated Income (Lc
Statements of Consolidated Stockhol’ Equity (Deficit) and Comprehensive Income (La
Statements of Consolidated Cash Fl¢
Notes to Consolidated Financial Stateme
Quarterly Financial Data (Unaudite
Five-Year Financial Dat
2. Financial Statement Schedu
Report of Independent Registered Public Accounfinm
Schedule | — Condensed Balance Sheets — Paremp&uy,
Condensed Statements of Income — Parent Company,
Condensed Statements of Cash Flows — Parent Company
and Notes to Condensed Financial Statem— Parent Compan

All other schedules are inapplicable or the reqlirdormation is included in the Consolidated Ficiah

Statements or the Notes thereto.

3. Exhibits

Page

46
47
48
49
50
51
10C
10z

12t

12¢

Reference is made to the Index of Exhibits immedljgbreceding the exhibits hereto (beginning onephsp),

which index is incorporated herein by reference.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of Ka#slgminum Corporation:

We have audited the consolidated financial statésnafiKaiser Aluminum Corporation
(Debtor-in-Possession and subsidiary of MAXXAM Inand subsidiaries as of December 31, 2005 and, 2004
for each of the three years in the period endeceBber 31, 2005, and have issued our report thetetud
March 30, 2006 (which report expresses an ungadlifipinion and includes explanatory paragraph®i@ing to
emphasis of a matter concerning the Company’s gty proceedings, (ii) expressing substantial dablout the
Company’s ability to continue as a going concend @ii) relating to the Company’s adoption of Fircéal
Accounting Standards Board (FASB) Interpretation 8l “Accounting for Conditional Asset Retirement
Obligations — an interpretation of FASB Statement W43”, effective December 31, 2005); such cousiéid
financial statements and report are included elsegvim this 10-K. Our audits also included the otidated
financial statement schedule of the Company listdtem 15. This consolidated financial statemefiesiule is the
responsibility of the Company’s management. Oupaasibility is to express an opinion based on aulita. In our
opinion, such consolidated financial statement dates when considered in relation to the basic obadated
financial statements taken as a whole, presenty,fai all material respects, the information &&th therein.

/s/ DELOITTE & TOUCHE LLP
Costa Mesa, California

March 30, 2006
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SCHEDULE |
CONDENSED BALANCE SHEET — PARENT COMPANY

December 31,
2005 2004
(In millions of dollars,
except share amounts)

ASSETS
Investment in KACC $ (944.0 $ (192.%)
Total $ (9440 $ (192.5
LIABILITIES AND STOCKHOLDERS ' EQUITY (DEFICIT)
Current liabilities $ — 3 —
Intercompany note payable to KACC, including acdrirgerest (Note 3 — 2,191.°

Stockholder equity (deficit):
Common stock, par value $.01, authorized 125,0@sb@res; issued and outstanding

79,671,531 and 79,680,645 she .8 .8
Additional capital 2,735.: 538.(
Accumulated defici (3,671.) (2,917.9
Accumulated other comprehensive income (I (8.9 (5.5)

Total stockholder equity (944.0 (2,384.)

Total $ (944.0 $ (192.%)

The accompanying notes to condensed financialmstates are an integral part of these statements.
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SCHEDULE |
CONDENSED STATEMENTS OF INCOME (LOSS) — PARENT COMPANY

December 31,

2005 2004 2003
(In millions of dollars)
Equity in income (loss) of KAC( $(753.5) $(746.€) $(788.])
Administrative and general exper (.2 (.2 (.2
Interest expense on intercompany note (excludimgaonded contractual interest
expense of $25.6 in 2005 and $153.6 in 2004 an@,2@8pectiveh— Note 3) — — —
Net loss $(753.7) $(746.¢) $(788.9)

The accompanying notes to condensed financialmstates are an integral part of these statements.
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SCHEDULE |
CONDENSED STATEMENTS OF CASH FLOWS — PARENT COMPANY
December 31,

2005 2004 2003
(In millions of dollars)

Cash flows from operating activitie

Net loss $(753.7) $(746.¢) $(788.%)

Adjustments to reconcile net income to net caskl fiseoperating activities
Equity in loss of KACC 753.t 746.¢ 788.1
Accrued interest on intercompany note payable t&CK — — —
Net cash used by operating activit (.2) (.2) (.2)

Cash flows from investing activitie
Investment in KACC — — —

Net cash used by investing activit — — —

Cash flows from financing activitie
Operating cost advances from KA( 2 .2 2

Net cash provided by financing activiti 2 2 2

Net (decrease) increase in cash and cash equisaering the yee — — —
Cash and cash equivalents at beginning of — — —

Cash and cash equivalents at end of - $ — & — ¢ —

The accompanying notes to condensed financialmstates are an integral part of these statements.
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SCHEDULE |
NOTES TO CONDENSED FINANCIAL STATEMENTS — PARENT CO MPANY

1. Reorganization Proceeding:

Background. Kaiser Aluminum Corporation (“Kaiser”, “KAC” ohe “Company”), its wholly owned
subsidiary, Kaiser Aluminum & Chemical Corporati@KACC"), and 24 of KACC's subsidiaries filed sezdae
voluntary petitions in the United States BankrupBeyurt for the District of Delaware (the “Courtdif
reorganization under Chapter 11 of the United StBenkruptcy Code (the “Code’'the Company, KACC and 15
KACC's subsidiaries (the “Original Debtors”) filed the first quarter of 2002 and nine additional ®@
subsidiaries (the “Additional Debtors”) filed indlirst quarter of 2003. In December 2005, fouthaf KACC
subsidiaries were dissolved pursuant to two sepglans of liquidation as more fully discussed bel®he
Company, KACC and the remaining 20 KACC subsididentinue to manage their businesses in the oxdina
course as debtors-in-possession subject to theat@mtd administration of the Court. The Originai®ors and
Additional Debtors are collectively referred to ¢ieras the “Debtors” and the Chapter 11 proceedifgisese
entities are collectively referred to herein as‘tBases” and the Company, KACC and the remaining2CC
subsidiaries are collectively referred to hereith@s“Reorganizing Debtors.” For purposes of thep&t, the term
“Filing Date” means, with respect to any particulsbtor, the date on which such Debtor filed its€alone of
KACC's non-U.S. joint ventures were included in bases.

During the first quarter of 2002, the Original Detst filed separate voluntary petitions for reorgation. The
wholly owned subsidiaries of KACC included in suitimgs were: Kaiser Bellwood Corporation (“Bellwdd,
Kaiser Aluminium International, Inc. (“KAII"), Kaisr Aluminum Technical Services, Inc. (“KATSI"), Kssr
Alumina Australia Corporation (“KAAC") (and its wiiyg owned subsidiary, Kaiser Finance CorporatioiKC"))
and ten other entities with limited balances oivitas.

The Original Debtors found it necessary to file @eses primarily because of liquidity and cash fipablems
of the Company and its subsidiaries that arosat?n2001 and early 2002. The Company was facingfi&ignt near-
term debt maturities at a time of unusually weakrahum industry business conditions, depressedialumprices
and a broad economic slowdown that was furtherexkated by the events of September 11, 2001. litiaaidthe
Company had become increasingly burdened by ashktigation and growing legacy obligations forire¢
medical and pension costs. The confluence of tfeeters created the prospect of continuing opegdtieses and
negative cash flows, resulting in lower creditmgt and an inability to access the capital markets.

On January 14, 2003, the Additional Debtors filedarate voluntary petitions for reorganization. Wmlly
owned subsidiaries included in such filings weraidér Bauxite Company (“KBC”), Kaiser Jamaica Cogpion
(“KJC™), Alpart Jamaica Inc. (“AJI"), Kaiser Alumiim & Chemical of Canada Limited (“KACOCL”") and five
other entities with limited balances or activiti@éscillary proceedings in respect of KACOCL and tidditional
Debtors were also commenced in Canada simultaneaitsl the January 14, 2003 filings.

The Cases filed by the Additional Debtors were ca@neced, among other reasons, to protect the assldtbn
these Debtors against possible statutory liensntligiit have arisen and been enforced by the PeBsagfit
Guaranty Corporation (“PBGC”) primarily as a resaflthe Company’s failure to meet a $17.0 accederfiinding
requirement to its salaried employee retiremem plalanuary 2003 (see Note 9 for additional infation regardin
the accelerated funding requirement). The filinghef Cases by the Additional Debtors had no impadhe
Company’s day-to-day operations.

The outstanding principal of, and accrued inteoastall debt of the Debtors became immediately ahok
payable upon commencement of the Cases. Howewevait majority of the claims in existence at thimég Date
(including claims for principal and accrued intérasd substantially all legal proceedings) areetigyleferred)
during the pendency of the Cases. In connection tlii filing of the Debtors’ Cases, the Court, upastion by the
Debtors, authorized the Debtors to pay or othenlw@®or certain unsecured pre- Filing Date claimeluding
employee wages and benefits and customer claitteiordinary course of business, subject to celitaitations
and to continue using the Company’s existing caahagement systems. The Reorganizing Debtors alsotha
right to assume or reject executory contracts iexgjgirior to the Filing Date, subject to Court apyal and certain
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other limitations. In this context, “assumption” ams that the Reorganizing Debtors agree to perfoein
obligations and cure certain existing defaults uraeexecutory contract and “rejection” means that
Reorganizing Debtors are relieved from their olilgyss to perform further under an executory coriteaxt are
subject only to a claim for damages for the braheheof. Any claim for damages resulting from tegction of a
pre-Filing Date executory contract is treated gemeral unsecured claim in the Cases.

Case Administration. Generally, pre-Filing Date claims, including eéntcontingent or unliquidated claims,
against the Debtors will fall into two categorisscured and unsecured. Under the Code, a creditaiis is treated
as secured only to the extent of the value of tiateral securing such claim, with the balancswfh claim being
treated as unsecured. Unsecured and partially sgclaims do not accrue interest after the FilimgeDA fully
secured claim, however, does accrue interest thfteFiling Date until the amount due and owinghte secured
creditor, including interest accrued after therfglDate, is equal to the value of the collateralisag such claim.
The bar dates (established by the Court) by whattdrs of pre-Filing Date claims against the Deb{other than
asbestos-related personal injury claims) couldtfikdr claims have passed. Any holder of a claiat thas required
to file such claim by such bar date and did nosdanay be barred from asserting such claim agamsof the
Debtors and, accordingly, may not be able to pgste in any distribution in any of the Cases ocoant of such
claim. The Company has not yet completed its amabfsall of the proofs of claim to determine thealidity.
However, during the course of the Cases, certattensan respect of the claims have been resoMederial
provisions in respect of claim settlements areudet! in the accompanying financial statements amdudly
disclosed elsewhere herein. The bar dates do pby &pasbestos-related personal injury claimswfbich no bar
date has been set.

Two creditors’ committees, one representing theaased creditors (the “UCC™) and the other représgrthe
asbestos claimants (the “ACC"), have been appoiaseafficial committees in the Cases and, in acooed with the
provisions of the Code, have the right to be heardll matters that come before the Court. In Au@@€3, the
Court approved the appointment of a committee lairigal retirees (the “1114 Committee” and, togethigh the
UCC and the ACC, the “Committees”) with whom thebixes negotiated necessary changes, including the
modification or termination, of certain retiree béits (such as medical and insurance) under Settidd of the
Code. The Committees, together with the Court-aptpdilegal representatives for (a) potential fuaskestos
claimants (the “Asbestos Futures’ Representatigad) (b) potential future silica and coal tar pitcitatile claimants
(the “Silica/CTPV Futures’ Representative” and |edtively with the Asbestos Futures” Representatilre
“Futures’ Representativesave played and will continue to play importanesoin the Cases and in the negotis
of the terms of any plan or plans of reorganizatidme Debtors are required to bear certain costeapenses for
the Committees and the Futures’ Representativelsidimg those of their counsel and other advisors.

Commodity-related and Inactive Subsidiarieds previously disclosed, the Company generat¢dash
proceeds of approximately $686.8 from the saldef@Gompany’s interests in and related to Queengdundina
Limited (“QAL”") and Alumina Partners of Jamaica (ffart”). The Company’s interests in and relate@#L were
owned by KAAC and KFC. The Company’s interestsnd eelated to Alpart were owned by AJl and KJC.
Throughout 2005, the proceeds were being heldparste escrow accounts pending distribution tactbditors of
AJl, KJC, KAAC and KFC (collectively the “Liquidatg Subsidiaries”) pursuant to certain liquidatingns.

During November 2004, the Liquidating Subsidiafies] separate joint plans of liquidation and retht
disclosure statements with the Court. Such plaggther with the disclosure statements and all dments filed
thereto, are referred to as the “Liquidating Pfalsgeneral, the Liquidating Plans provided foe trast majority of
the net sale proceeds to be distributed to the PB@Ithe holders of KACC's @ 8% and 10/ 8% Senior Notes
(the “Senior Notes”) and claims with priority statu

As previously disclosed in 2004, a group of holdéne “Sub Note Group”) of KACC's 12/ 4% Senior
Subordinated Notes (the “Sub Notes”) formed an ficiaf committee to represent all holders of Sulté¢écand
retained its own legal counsel. The Sub Note Gamgerted that the Sub Note holders’ claims agtiestubsidiary
guarantors (and in particular the Liquidating Sdlasies) may not, as a technical matter, be contadly
subordinated to the claims of the holders of thei@eNotes against the subsidiary guarantors (gholy AJl, KJC,
KAAC and KFC). A separate group that holds bothShie Notes and Senior Notes made a similar assebid
also, maintained that a portion of the claims effiolders of Senior Notes against the subsidiaayaniors

130




were contractually senior to the claims of holdd#rSub Notes against the subsidiary guarantors effieet of such
positions, if ultimately sustained, would be that holders of Sub Notes would be on a par witleratiortion of the
holders of the Senior Notes in respect of procéeuis sales of the Company’s interests in and rdl&dehe
Liguidating Subsidiaries.

The Court ultimately approved the disclosure stet@srelated to the Liquidating Plans in Febru@93 In
April 2005, voting results on the Liquidating Plamsre filed with the Court by the Debtors’ claingeat. Based on
these results, the Court determined that a sufficielume of creditors (in number and amount) hatkd to accept
the Liquidating Plans to permit confirmation prodiegs with respect to the Liquidating Plans to gavard even
though the filing by the claims agent also indidatteat holders of the Sub Notes, as a group, vodédo accept the
Liquidating Plans. Accordingly, the Court conducteseries of evidentiary hearings to determinettoeation of
distributions among holders of the Senior NotesthedSub Notes. In connection with those proceegitige Court
also determined that there could be an allocatiche Parish of St. James, State of LouisianadS@hste Revenue
Bonds (the “Revenue Bonds”) of up to $8.0 and ralgdinst the position asserted by the separatedhat holds
both Senior Notes and the Sub Notes.

On December 20, 2005, the Court confirmed the ldgting Plans (subject to certain modifications).shant
to the Courts order, the Liquidating Subsidiaries were autleatito make partial cash distributions to certaithefr
creditors, while reserving sufficient amounts fotufre distributions until the Court resolved thattactual
subordinated dispute among the creditors of theksidiaries and for the payment of administratinég priority
claims and trust expenses. The Caurtlling did not resolve the dispute between thddrs of the Senior Notes a
the holders of the Sub Notes (more fully describeldw) regarding their respective entitlement tdaie of the
proceeds from sale of interests by the LiquidaSo@sidiaries (the “Senior Note-Sub Note Disputefjwever, as a
result of the Court’s approval, all restricted caslother assets held on behalf of or by the Ligtiidy Subsidiaries
were transferred to a trustee in accordance wettaims of the Liquidating Plans. The trustee Was tauthorized 1
make partial cash distributions after setting asiaféicient reserves for amounts subject to the@eviote-Sub
Note Dispute (approximately $213.0) and for therpaegt of administrative and priority claims and trespense
(approximately $40.0). After such reserves, theigladistribution totaled approximately $430.0,vatfich, pursuant
to the Liquidating Plans, approximately $196.0 wagl to the PBGC and $202.0 amount was paid tinttenture
trustees for the Senior Notes for subsequent bigtan to the holders of the Senior Notes. Of #maining partial
distribution, approximately $21.0 was paid to KA@ad $11.0 was paid to the PBGC on behalf of KAC&ti&l
distributions were made in late December 2005 endpnnection with the effectiveness of the Liquidg Plans,
the Liquidating Subsidiaries were deemed to beotlissl and took the actions necessary to dissoldgdemminate
their corporate existence.

On December 22, 2005, the Court issued a decirionrinection with the Senior Note-Sub Note Dispute,
finding in favor of the Senior Notes. On January, 2006, the Court held a hearing on a motion kyirtidenture
trustee for the Sub Notes to stay distributionhef @mounts reserved under the Liquidating Plansspect of the
Senior Note-Sub Note Dispute pending appeals pewof the Court’s December 22, 2005 decisionttiaiSub
Notes were contractually subordinate to the Sadaies in regard to certain subsidiary guarantaastigularly the
Liguidating Subsidiaries) and that certain partiese not due certain reimbursements. An agreemastreached at
the hearing and subsequently approved by Court aimted March 7, 2006, authorizing the trusteddtridute the
amounts reserved to the indenture trustees fob#éméor Notes and further authorize the indentwstées to make
distributions to holders of the Senior Notes whkileh appeals proceed, in each case subject terthse ind
conditions stated in the order.

Based on the objections and pleadings filed bySile Note Group and the group that holds Sub Natds a
KACC'’s 97/ 8% Senior Notes and the assumptions and estimateswipich the Liquidating Plans are based, if the
holders of Sub Notes were ultimately to prevaitlogir appeal, the Liquidating Plans indicated that possible tha
the holders of the Sub Notes could receive betvaggnoximately $67.0 and approximately $215.0 dejpenadn
whether the Sub Notes were determined to rank omwipa a portion or all of the Senior Notes. Corsady, if the
holders of the Senior Notes prevail on appeal, therholders of the Sub Notes will receive no distions under
Liquidating Plans. The Company believes that thennof the indentures in respect of the Senioell@ind the Sub
Notes was to subordinate the claims of the Sub Nokaers in respect of the subsidiary guarantarsyding the
Liguidating Subsidiaries) and that the Court'smglon December 22, 2005 was correct. The Compamyota
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predict, however, the ultimate resolution of thetera raised by the Sub Note Group, or the otheugron appeal,
when any such resolution will occur, or what angtstesolution may have on the Company, the Cases or
distribution to affected noteholders.

The distributions in respect of the Liquidatingialso settled substantially all amounts due betweACC
and the creditors of the Liquidating Subsidiariasspant to the Intercompany Settlement Agreeméet (t
“Intercompany Agreement”) that went into affectiabruary 2005 other than certain payments of atam
minimum tax paid by the Company that it expecteetmup from the liquidating trust for the KAAC aK&C joint
plan of liquidation (the “KAAC/KFC Plan”) during ¢hsecond half of 2006 in connection with a 2005r&dMrn (see
Note 8 of Kaise’'s Consolidated Financial Statements). The Integamy Agreement also resolved substantially all
pre- and post-petition intercompany claims amomgRkbtors.

KBC is being dealt with in the KACC plan of reorggation as more fully discussed below.

Entities Containing the Fabricated Products and @@ar Other Operations. Under the Code, claims of
individual creditors must generally be satisfieahfrthe assets of the entity against which thatitmetdas a lawful
claim. The claims against the entities containhmgFabricated products and certain other operatidhbave to be
resolved from the available assets of KACC, KACO@&hd Bellwood, which generally include the fabrézht
products plants and their working capital, ther@sés in and related to Anglesey Aluminium Limi{&anglesey”)
and proceeds to be received by such entities frenbiquidating Subsidiaries under the Intercompagyeement.
Sixteen of the Reorganizing Debtors have no matenigoing activities or operations and have no mi@tassets or
liabilities other than intercompany claims (whickre resolved pursuant to the Intercompany Agreemeéhe
Company has previously disclosed that it believed it is likely that most of these entities wiltimately be
merged out of existence or dissolved in some manner

In June 2005, KAC, KACC, Bellwood, KACOCL and 17KACC's subsidiaries (i.e., the Reorganizing
Debtors) filed a plan of reorganization and reladetlosure statement with the Court. Followingraterim filing in
August 2005, in September 2005, the Reorganizing@s filed amended plans of reorganization (asifisat] the
“Kaiser Aluminum Amended Plan”) and related amendisglosure statements (the “Kaiser Aluminum Amehde
Disclosure Statement”) with the Court. In Decem®@d5, with the consent of creditors and the CHBIC was
added to the Kaiser Aluminum Amended Plan.

The Kaiser Aluminum Amended Plan, in general (scidfje the further conditions precedent as outlineldw),
resolves substantially all pre-Filing Date liatiég of the Remaining Debtors under a single joiah pf
reorganization. In summary, the Kaiser Aluminum Awbed Plan provides for the following principal eksmts:

(a) All of the equity interests of existing stockihers of the Company would be cancelled without
consideration.

(b) All post-petition and secured claims would eithe assumed by the emerging entity or paid at
emergence (see “Exit Cost” discussion below).

(c) Pursuant to agreements reached with salariddhanrly retirees in early 2004, in considerationthe
agreed cancellation of the retiree medical plamase fully discussed in Note 8, KACC is makingtaar fixed
monthly payments into Voluntary Employee BenefigiAssociations (“VEBAS”) until emergence and has
agreed thereafter to make certain variable ann&&8A/contributions depending on the emerging ergity’
operating results and financial liquidity. In adiolit, upon emergence the VEBAs are entitled to wecai
contribution of 66.9% of the new common stock & émerged entity.

(d) The PBGC will receive a cash payment of $2.& Bi8% of the new common stock of the emerged
entity in respect of its claims against KACOCL dddition, as described in (f) below, the PBGC valteive
shares of new common stock based on its direahslagainst the Remaining Debtors (other than KACPCL
and its participation, indirectly through the KAAG?C Plan in claims of KFC against KACC , which the
Company currently estimates will result in the PB@€Ceiving an additional 5.4% of the new commortlsiaf
the emerged entity (bringing the PBGC's total ovghgy percentage of the new entity to approximatély%).
The $2.5 cash payment discussed above is in adddithe cash amounts the Company has already
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paid to the PBGC (see Note 9 of Notes to Kaisedssolidated Financial Statements) and that the PB&C
received and will receive from the Liquidating Sigleries under the Liquidating Plans.

(e) Pursuant to an agreement reached in early 20Q%¢nding and future asbestos-related personali
claims, all pending and future silica and coalgiéch volatiles personal injury claims and all hiegrloss claim:
would be resolved through the formation of one orartrusts to which all such claims would be dieedby
channeling injunctions that would permanently remall liability for such claims from the Debtorshd trusts
would be funded pursuant to statutory requiremantsagreements with representatives of the affqueties,
using (i) the Debtors’ insurance assets, (ii) $18.6ash from KACC, (iii) 100% of the equity in 8ACC
subsidiary whose sole asset will be a piece ofpegberty that produces modest rental income, afndhie new
common stock of the emerged entity to be issugzbasf) below in respect of approximately $830.0 of
intercompany claims of KFC against KACC that aréd¢oassigned to the trust, which the Company ctliyren
estimates will entitle the trusts to receive apprately 6.4% of the new common stock of the emerydy.

(f) Other pre-petition general unsecured claimsregdhe Remaining Debtors (other than KACOCL) are
entitled to receive approximately 22.3% of the m@mmon stock of the emerging entity in the proporthat
their allowed claim bears to the total amount tdhvakd claims. Claims that are expected to be withis group
include (i) any claims of the Senior Notes, the Skabes and PBGC (other than the PBGC's claim agains
KACOCL), (ii) the approximate $830.0 of intercompatiaims that will be assigned to the personalrinjoust
(s) referred to in (e) above, and (iii) all unsexlitrade and other general unsecured claims, imgud
approximately $276.0 of intercompany claims of K&gainst KACC. However, holders of general unsecured
claims not exceeding a specified small amountreitkeive a cash payment equal to approximately 2B#teir
agreed claim value in lieu of new common stockadnordance with the contractual subordination @iownis of
the indenture governing the Sub Notes and terniseo$ettlement between the holders of the SenitedNand
the holders of the Revenue Bonds, the new comnumk sir cash that would otherwise be distributeth&o
holders of the Sub Notes in respect of their claagainst the Debtors would instead be distributeldbtders of
the Senior Notes and the Revenue Bonds on a mdaais based on the relative allowed amountsedaf th
claims.

The Kaiser Aluminum Amended Plan was accepted lbgladses of creditors entitled to vote on it amel t
Kaiser Aluminum Amended Plan was confirmed by tloen€on February 6, 2006. The confirmation ordenais
subject to motions for review and appeals fileccbstain of KACC's insurers and must still be affedhby the
United States District Court Other significant citinshs to emergence include completion of the Comyfmexit
financing, listing of the new common stock on theNDAQ stock market and formation of certain truststhe
benefit of different groups of torts claimants. grevided in Kaiser Aluminum Amended Plan, once@oairt's
confirmation order is adopted or affirmed by thetda States District Court, even if the affirmatiorder is
appealed, the Company can proceed to emerge lifitfied States District Court does not stay its oedopting or
affirming the confirmation order and the key constnts in the Chapter 11 proceedings agree. Assuth@United
States District Court adopts or affirms the conéition order, the Company believes that it is pdegtat it will
emerge before May 11, 2006. No assurances carvbee tiiat the Court’s confirmation order will ultitedy be
adopted or affirmed by the United States Distriouf@ or that the transactions contemplated by thisét
Aluminum Amended Plan will ultimately be consumnahte

At emergence from Chapter 11, the Reorganizing @slwill have to pay or otherwise provide for a enl
amount of claims. Such claims include accrued bpeid professional fees, priority pension, tax andironmental
claims, secured claims, and certain post-petitigigations (collectively, “Exit Costs”). The Companurrently
estimates that its Exit Costs will be in the ran§&45.0 to $60.0. The Company currently expecfsima such Exit
Costs using existing cash resources and borrowiatgaility under an exit financing facility thatould replace the
current Post-Petition Credit Agreement (see Nadé Notes to Kaiser's Consolidated Financial Statets)e If
funding from existing cash resources and borrovewailability under an exit financing facility aretsufficient to
pay or otherwise provide for all Exit Costs, then@any and KACC will not be able to emerge from Ghapl
unless and until sufficient funding can be obtaifddnagement believes it will be able to succelsfelsolve any
issues that may arise in respect of an exit fimanéacility or be able to negotiate a reasonalkr@htive. However,
no assurance can be given in this regard.
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2. Basis of Presentation

The Company is a holding company and conductigsations through its wholly owned subsidiary, KACC
which is reported herein using the equity methodaafounting. The accompanying parent company cagden
financial statements of the Company should be ieadnjunction with Kaiser's 2005 Consolidated Finial
Statements.

The accompanying parent company condensed finastei@ments have been prepared on a “going concern”
basis which contemplates the realization of asssdsthe liquidation of liabilities in the ordinacgurse of business;
however, as a result of the commencement of thesCasich realization of assets and liquidationedilities are
subject to a significant number of uncertaintiggedfically, the condensed financial statementsaiopresent:

(a) the realizable value of assets on a liquidatiasis or the availability of such assets to satiability, (b) the
amount which will ultimately be paid to settle lidies and contingencies which may be allowedha €Cases, or
(c) the effect of any changes which may be mad®mmnection with the Debtors’ capitalizations or igtens as a
result of a plan of reorganization. Because ofaihgoing nature of the Cases, the parent companyecsed
financial statements are subject to material uag#ies.

3. Intercompany Note Payable

The Intercompany Note to KACC, as amended, provfded fixed interest rate of § s % and was to mature
on December 21, 2020. However, since the Intercompbote was unsecured, the accrual of interest was
discontinued on the Filing Date. The payment ofltiiercompany Note and accrued interest which Webdities
subject to compromise, were resolved in connedtitin the Cases. Under the terms of the Intercompegrngemen
(see Note 1), intercompany amounts due from thegaomto KACC at February 28, 2005 of $2,197.2,udglg
the Intercompany Note and accrued interest of 3271 Qvere released. The release has been reflastadredit to
Additional Capital for the year ended DecemberZID5.

4. Restricted Net Asset:

The obligations of KACC in respect of the crediifidies under the DIP Facility are guaranteed loy t
Company and certain significant subsidiaries of KAGee Note 7 of Notes to Kaiser's Consolidatecifinal
Statements.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

KAISER ALUMINUM CORPORATION

By: /sl Jack A. Hockem

Jack A. Hockema
President and Chief Executive Officer

Date: March 30, 2006

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe
following persons on behalf of the registrant amthie capacities and on the dates indicated.

/sl Jack A. Hockema Date: March 30, 20(

Jack A. Hockema
President, Chief Executive Officer and
Director (Principal Executive Office

/s/ Daniel D. Maddox Date: March 30, 20(

Daniel D. Maddox
Vice President and Controller
(Principal Financial Officer

/sl George T. Haymaker Jr. Date: March 30, 20(

George T. Haymaker, Jr.
Chairman of the Board and Direc:

/s/ Robert J. Cruikshank Date: March 30, 20(

Robert J. Cruikshank
Director

/s! Charles E. Hurwitz Date: March 30, 20(

Charles E. Hurwitz
Director

/s/ Ezra G. Levin Date: March 30, 20(

Ezra G. Levin
Director

/s/ John D. Roach Date: March 30, 20(

John D. Roach
Director
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Exhibit
Number

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

2.10

211

212

INDEX OF EXHIBITS

Description

Purchase Agreement, dated as of June 8, 2004, altasgr Aluminum & Chemical Corporation
("KACC"), Kaiser Aluminium International, Inc., Kiger Bauxite Company (“KBC"), Kaiser Jamaica
Corporation and Alpart Jamaica Inc. and Qualityohporations | Limited (incorporated by reference to
Exhibit 2.1 to the Report on Form 8-K, dated adudy 1, 2004, filed by Kaiser Aluminum Corporation
(‘KAC"), File No. 1-9447).

Purchase Agreement, dated as of May 17, 2004, ailka@, KBC, Gramercy Alumina LLC and St.
Ann Bauxite Limited (incorporated by reference thbbit 2.1 to the Report on Form 8-K, dated as of
October 1, 2004, filed by KAC, File N0-9447).

Purchase Agreement, dated as of October 29, 2@d4ebn KACC, and the Government of Ghana
(incorporated by reference to Exhibit 2.1 to th@&eon Form 8-K, dated as of October 29, 2004dfil
by KAC, File No. -9447).

Purchase Agreement, dated as of September 22, B8tMeen KACC, Kaiser Alumina Australia
Corporation (“KAAC") and Comalco Aluminium Limite¢incorporated by reference to Exhibit 2.3 to the
Report orForm 1(-Q for the quarterly period ended September 30, 2filed, by KAC, File No. -9447).

Agreement to Submit Qualified Bid for QAL, datedadsSeptember 22, 2004, between KACC, KAAC
and Glencore AG (incorporated by reference to BkRid to the Report on Form 10-Q for the quarterly
period ended September 30, 2004, filed by KAC, Rite 1-9447).

Purchase Agreement, dated as of October 28, 28#h@KACC, KAAC and Alumina & Bauxite
Company Ltd. (incorporated by reference to Exiatit to the Report on Form 10-Q for the quarterly
period ended September 30, 2004, filed by KAC, RNite 1-9447).

Third Amended Joint Plan of Liquidation for Alpadmaica Inc. (“*AJI")and Kaiser Jamaica Corporati
(*KJC"), dated February 25, 2005 (incorporatedrbference to Exhibit 99.1 to the Report on
Form 1(-K for the period ended December 31, 2004, filed byCKKile No. -9447).

Disclosure Statement Pursuant to Section 1125eBtnkruptcy Code with Respect to the Third
Amended Joint Plan of Liquidation for AJl and KXated February 28, 2005 (incorporated by reference
to Exhibit 99.2 to the Report on Form 10-K for fieriod ended December 31, 2004, filed by KAC, File
No. 1-9447).

Modification to the Third Amended Joint Plan of lidation for AJl and KJC, dated April 7, 2005
(incorporated by reference to Exhibit 2.2 to thep&eForm 8-Kdated December 19, 2005, filed by K/
File No. 1-9447).

Second Modification to the Third Amended Joint Rédihiquidation for AJI and KJC, dated
November 22, 2005 (incorporated by reference talitxh.3 to the RepoiForm 8-K dated December 19,
2005, filed by KAC, File No. -9447).

Third Modification to the Third Amended Joint PlafLiquidation for AJl and KJC, dated December 19,
2005 (incorporated by reference to Exhibit 2.4h® Report Form 8-K dated December 19, 2005, fiked b
KAC, File No. 1-9447).

Third Amended Joint Plan of Liquidation for KAAC éiKaiser Finance Corporation (“KFC"), dated
February 25, 2005 (incorporated by reference taliix@9.3 to the Report on Form 10-K for the period
ended December 31, 2004, filed by KAC, File N-9447).



213

214

2.15

Disclosure Statement Pursuant to Section 1125eBtnkruptcy Code with respect to the Third Amel
Joint Plan of Liquidation for KAAC and KFC, datedbifuary 28, 2005 (incorporated by reference to
Exhibit 99.4 to the Report on Form 10-K for theipdrended December 31, 2004, filed by KAC, File
No. 1-9447).

Modification to the Third Amended Joint Plan of uidation for KAAC and KFC, dated April 7, 2005
(incorporated by reference to Exhibit 2.6 to thep&éeon Form 8-K dated December 19, 2005, filed by
KAC, File No. 1-9447).

Second Moadification to the Third Amended Joint Riduhiquidation for KAAC and KFC, dated
November 22, 2005 (incorporated by reference taliixB.7 to the Report oForm 8-K dated
December 19, 2005, filed by KAC, File N¢-9447).
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Exhibit
Number

2.16

217

2.18

2.19

2.20

221

2.22

3.2

3.3

34

35

3.6

4.1

Description

Third Modification to the Third Amended Joint PlafiLiquidation for KAAC and KFC, dated
December 19, 2005 (incorporated by reference tolixh 8 to the Report on Form 8-K dated
December 19, 2005, filed by KAC, File N¢-9447).

Second Amended Joint Plan of Reorganization for KKECC and Certain of Their Debtor Affiliates,
dated as of September 7, 2005 (incorporated byemede to Exhibit 99.2 to Report on Form 8-K, daisd
of September 8, 2005, filed by KAC, File N-9447)

Disclosure Statement Pursuant to Section 1125eBtnkruptcy Code for the Second Amended Joint
Plan of Reorganization for KAC, KACC and CertainTdfeir Debtor Affiliates, dated as of September 7,
2005 (incorporated by reference to Exhibit 99.8&é&port on Form 8-K, dated as of September 8, 2005,
filed by KAC, File No. -9447)

Modification to the Second Amended Joint Plan obiganization for KAC, KACC and Certain of Their
Affiliates Pursuant to Stipulation and Agreed Orbetween Insurers, Debtors, Committee and Future
Representatives (incorporated by reference to Extib to Report of Form 8-K, dated as of Februgry
2006, Filed by KAC, File No.-9447).

Modification to the Second Amended Joint Plan obfganization for KAC, KACC and Certain of Their
Affiliates, dated as of November 22, 2005 (incogted by reference to Exhibit 2.3 to Report of
Form &K, dated as of February 1, 2006, Filed by KAC, File 8-9447).

Third Modification to the Second Amended Joint RéiiReorganization for KAC, KACC and Certain of
Their Affiliates, dated as of December 16, 2005 dmporated by reference to Exhibit 2.3 to Report of
Form &K, dated as of February 1, 2006, Filed by KAC, File §-9447).

Order Confirming the Second Amended Joint Planexdriganization of KAC, KACC and Certain of Tt
Debtor Affiliates (incorporated by reference to ibih2.5 to the Report of Form 8-K, dated as of
February 1, 2006, Filed by KAC, File Nc-9447).

Certificate of Retirement of KAC, dated October 2895 (incorporated by reference to Exhibit 3.2h®
Report orForm 1(-K for the period ended December 31, 1995, filed byO<Kile No. -9447).

Certificate of Retirement of KAC, dated February 1298 (incorporated by reference to Exhibit 3.8
Report orForm 1(-K for the period ended December 31, 1997, filed byO<Kile No. -9447).

Certificate of Elimination of KAC, dated July 1,98 (incorporated by reference to Exhibit 3.4 to the
Report orForm 1(-Q for the quarterly period ended June 30, 1999, tilgdKAC, File No. -9447).

Certificate of Amendment of the Restated Certificat Incorporation of KAC, dated January 10, 2000
(incorporated by reference to Exhibit 3.5 to th@&¢&on Form 10-K for the period ended December 31,
1999, filed by KAC, File No. -9447).

Amended and Restated By-Laws of KAC, dated Octdb&097 (incorporated by reference to Exhibit 3.3
to the Report on Form 10-Q for the quarterly peeoded September 30, 1997, filed by KAC, File No. 1
9447).

Indenture, dated as of February 1, 1993, among KAgGdssuer, KAAC, Alpart Jamaica Inc., and Kaiser
Jamaica Corporation, as Subsidiary GuarantorsTaed-irst National Bank of Boston, as Trustee,
regarding KACC'’s 12/ 4% Senior Subordinated Notes Due 2003 (incorporayecference to

Exhibit 4.1 to the Report on Form 10-K for the perended December 31, 1992, filed by KACC, File
No. 1-3605).



4.2

4.3

4.4

4.5

First Supplemental Indenture, dated as of May 931% the Indenture, dated as of February 1, 1993
(incorporated by reference to Exhibit 4.2 to th@&¢&on Form 10-Q for the quarterly period ended
June 30, 1993, filed by KACC, File Nc-3605).

Second Supplemental Indenture, dated as of Febiydr§96, to the Indenture, dated as of February 1,
1993 (incorporated by reference to Exhibit 4.3 Report on Form 10-K for the period ended
December 31, 1995, filed by KAC, File N¢-9447).

Third Supplemental Indenture, dated as of Julyl®87, to the Indenture, dated as of February 13199
(incorporated by reference to Exhibit 4.1 to th@&¢&on Form 10-Q for the quarterly period ended
June 30, 1997, filed by KAC, File No-9447).

Fourth Supplemental Indenture, dated as of Mar¢ii38a9, to the Indenture, dated as of February 1,
1993, (incorporated by reference to Exhibit 4.1h@ Report on Form 10-Q for the quarterly periodezh
March 31, 1999, filed by KAC, File N0-9447).
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Exhibit
Number

4.6

4.7

4.8

4.9

4.10

4.11

4.12

4.13

4.14

4.15

4.16

4.17

Description

Indenture, dated as of February 17, 1994, among & A& Issuer, KAAC, Alpart Jamaica Inc., Kaiser
Jamaica Corporation, and Kaiser Finance CorporaéisiSubsidiary Guarantors, and First Trust Nationa
Association, as Trustee, regarding KACC'8/3 % Senior Notes Due 2002 (incorporated by referémce
Exhibit 4.3 to the Report on Form 10-K for the perended December 31, 1993, filed by KAC, File

No. 1-9447).

First Supplemental Indenture, dated as of FebrLiaf®96, to the Indenture, dated as of February 17,
1994 (incorporated by reference to Exhibit 4.5 Report on Form 10-K for the period ended
December 31, 1995, filed by KAC, File N¢-9447).

Second Supplemental Indenture, dated as of Jul§9%, to the Indenture, dated as of February 9941
(incorporated by reference to Exhibit 4.2 to the&éeon Form 10-Q for the quarterly period ended
June 30, 1997, filed by KAC, File N0-9447).

Third Supplemental Indenture, dated as of Marchl399, to the Indenture, dated as of February 994
(incorporated by reference to Exhibit 4.2 to th@&¢&on Form 10-Q for the quarterly period ended
March 31, 1999, filed by KAC, File N0-9447).

Indenture, dated as of October 23, 1996, among KA3dssuer, KAAC, Alpart Jamaica Inc., Kaiser
Jamaica Corporation, Kaiser Finance CorporatiofiséaMicromill Holdings, LLC, Kaiser Sierra
Micromills, LLC, Kaiser Texas Micromill Holdings,lLC and Kaiser Texas Sierra Micromills, LLC, as
Subsidiary Guarantors, and First Trust Nationalosgsion, as Trustee, regarding KACC’s 1% %

Series B Senior Notes Due 2006 (incorporated sreeice to Exhibit 4.2 to the Report on Form 10-Q fo
the quarterly period ended September 30, 1996 lieKAC, File No. -9447).

First Supplemental Indenture, dated as of Julyl99y7, to the Indenture, dated as of October 236199
(incorporated by reference to Exhibit 4.3 to the&eon Form 10-Q for the quarterly period ended
June 30, 1997, filed by KAC, File N0-9447).

Second Supplemental Indenture, dated as of March@®D, to the Indenture, dated as of October 23,
1996 (incorporated by reference to Exhibit 4.3 Report on Form 10-Q for the quarterly periodezhd
March 31, 1999, filed by KAC, File N0-9447).

Indenture, dated as of December 23, 1996, among&AS Issuer, KAAC, Alpart Jamaica Inc., Kaiser
Jamaica Corporation, Kaiser Finance CorporatiofiséaMicromill Holdings, LLC, Kaiser Sierra
Micromills, LLC, Kaiser Texas Micromill Holdings,LC, and Kaiser Texas Sierra Micromills, LLC, as
Subsidiary Guarantors, and First Trust Nationalosgsion, as Trustee, regarding KACC’s 13 %
Series D Senior Notes due 2006 (incorporated reete to Exhibit 4.4 to the Registration Statenoent
Form &4, dated January 2, 1997, filed by KACC, RegistraNo. 33:-19143).

First Supplemental Indenture, dated as of Julyl99y7, to the Indenture, dated as of December 28 19
(incorporated by reference to Exhibit 4.4 to the&éeon Form 10-Q for the quarterly period ended
June 30, 1997, filed by KAC, File N0-9447).

Second Supplemental Indenture, dated as of March@0, to the Indenture, dated as of December 23,
1996 (incorporated by reference to Exhibit 4.4hte Report on Form 10-Q for the quarterly periodezhd
March 31, 1999, filed by KAC, File N0-9447).

Post-Petition Credit Agreement, dated as of Felgridr 2002, among KACC, KAC, certain financial
institutions and Bank of America, N.A., as Agemicrporated by reference to Exhibit 4.44 to thed®ep
onForm 1(-K for the period ended December 31, 2001, filed byKAile No. -9447).

First Amendment to Post-Petition Credit Agreemertt BostPetition Pledge and Security Agreement
Consent of Guarantors, dated as of March 21, 2&®2nding the Poftetition Credit Agreement dated



of February 12, 2002, among KACC, KAC, certain fin@l institutions and Bank of America, N.A., as
Agent, and amending a Post-Petition Pledge andribeégreement dated as of February 12, 2002,
among KACC, KAC, certain subsidiaries of KAC and €&, and Bank of America, N.A., as Agent
(incorporated by reference to Exhibit 4.45 to tlep®&t on Form 10-K for the period ended December 31
2001, filed by KAC, File No. -9447).
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Exhibit
Number

4.18

4.19

4.20

4.21

4.22

4.23

4.24

4.25

4.26

4.27

Description

Second Amendment to Post-Petition Credit AgreeraadtConsent of Guarantors, dated as of March 21,
2002, amending the Post-Petition Credit Agreematgdias of February 12, 2002, among KACC, KAC,
certain financial institutions and Bank of AmeritaA., as Agent (incorporated by reference to

Exhibit 4.46 to the Report on Form 10-K for theipdrended December 31, 2001, filed by KAC, File

No. 1-9447).

Third Amendment to Post-Petition Credit Agreem&scond Amendment to Post-Petition Pledge and
Security Agreement and Consent of Guarantors, detexd December 19, 2002, amending the Post-
Petition Credit Agreement dated as of Februarny20P?2, among KACC, KAC, certain financial
institutions and Bank of America, N.A., as Agemicrporated by reference to Exhibit 4.19 to thed®ep
onForm 1(-K for the period ended December 31, 2002, filed byXKAile No. -9447).

Fourth Amendment to Post-Petition Credit Agreenaamdt Consent of Guarantors, dated as of March 17,
2003, amending the Post-Petition Credit Agreematedias of February 12, 2002, among KACC, KAC,
certain financial institutions and Bank of AmeritaA., as Agent (incorporated by reference to

Exhibit 4.20 to the Report on Form 10-K for theipdrended December 31, 2002, filed by KAC, File
No. 1-9447).

Waiver and Consent with Respect to PBstition Credit Agreement, dated October 9, 20@reg KAC,
KACC, the financial institutions party to the P&ttition Credit Agreement, dated as of February 12,
2002, as amended, and Bank of America, N.A., aaA@eacorporated by reference to Exhibit 4.21 te th
Report orForm 1(-K for the period ended December 31, 2002, filed byO<Kile No. -9447).

Second Waiver and Consent with respect to Postidte€redit Agreement, dated January 13, 2003,
among KACC, KAC, the financial institutions partythe Post-Petition Credit Agreement, dated as of
February 12, 2002, as amended, and Bank of AmeMiéa, as Agent (incorporated by reference to
Exhibit 4.22 to the Report on Form 10-K for theipdrended December 31, 2002, filed by KAC, File
No. 1-9447).

Waiver Letter with Respect to Post-Petition Crédjteement, dated March 24, 2003, among KACC,
KAC, the financial institutions party to the Pdttition Credit Agreement, dated as of Februarn20D2,
as amended, and Bank of America, N.A., as Agerb(jporated by reference to Exhibit 4.1 to Report on
Form 1(-Q for the quarterly period ended March 31, 2003dfiby KAC, File No. -9447).

Extension and Modification of Waiver Letter with $pect to Post-Petition Credit Agreement, dated
May 5, 2003, among KACC, KAC, the financial instituns party to the Post-Petition Credit Agreement,
dated as of February 12, 2002, as amended, anddakkerica, N.A., as Agent (incorporated by
reference to Exhibit 4.1 to Report on Form 10-Qtfar quarterly period ended June 30, 2003, filed by
KAC, File No. 1-9447).

Fifth Amendment to Post-Petition Credit Agreemeaatted June 6, 2003, amending the Post-Petition
Credit Agreement dated as of February 12, 2002 ngnfACC, KAC, certain financial institutions and
Bank of America, N.A., as Agent (incorporated bference to Exhibit 4.2 to Report on Form 1GeQthe
quarterly period ended June 30, 2003, filed by KA{lz No. -9447).

Sixth Amendment to Post-Petition Credit Agreemdated August 1, 2003, amending the Post-Petition
Credit Agreement dated as of February 12, 2002 ngif@ACC, KAC, certain financial institutions and
Bank of America, N.A., as Agent (incorporated bference to Exhibit 4.1 to the Report on Form 1660
the quarterly period ended September 30, 20038 lieKAC, FileNo. 1-9447).

Waiver Letter with Respect to Post-Petition Crédjteement dated March 29, 2004, amending the Post-
Petition Credit Agreement dated as of Februarn20P?2, among KACC, KAC, certain financial
institutions and Bank of America, N.A., as Agemicfrporated by reference to Exhibit 4.1 to Repart o
Form 1(-Q for the quarterly period ended March 31, 2004dfiby KAC, File No. -9447).



4.28 Waiver Letter with Respect to Post-Petition Crédjteement dated May 21, 2004, amending the Post-
Petition Credit Agreement dated as of Februarny20P?2, among KACC, KAC, certain financial

institutions and Bank of America, N.A., as Agemicrporated by reference to Exhibit 4.1 to Repart o
Form 1(-Q for the quarterly period ended June 30, 2004, filgdAC, File No. -9447).
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Number

4.29

4.30

4.31

4.33

4.32

4.34

4.35

4.36

4.37

101

10.2

Description

Waiver Letter with Respect to Post-Petition Crédjteement dated September 29, 2004, amending the
Post-Petition Credit Agreement dated as of Febridry2002, among KACC, KAC, certain financial
institutions and Bank of America, N.A., as Agemicfrporated by reference to Exhibit 4.2 to Repart o
Form 1(-Q for the quarterly period ended September 30, 2fil@d, by KAC, File No. -9447).

Seventh Amendment to Post-Petition Credit Agreerdated October 28, 2004, amending the Post-
Petition Credit Agreement dated as of Februarny20P?2, among KACC, KAC, certain financial
institutions and Bank of America, N.A., as Agemicrporated by reference to Exhibit 4.1 to Repart o
Form 1(-Q for the quarterly period ended September 30, 2fi@d, by KAC, File No. -9447).

Secured Super-Priority Debtor-In-Possession Remgl@redit and Guaranty Agreement Among KAC,
KACC and certain of their subsidiaries, as Borrawyand certain Subsidiaries of KAC and KACC, as
Guarantors, and certain financial institutions dRdViorgan Chase Bank, National Association, as
Administrative Agent, dated as of February 11, 2(f6orporated by reference to Exhibit 99.1 to Répo
onForm &K, dated as of February 11, 2005, filed by KAC, File. 8-9447).

First Amendment to Secured Super-Priority DebteRassession Revolving Credit and Guaranty
Agreement (incorporated by reference to Exhibittd.the Report on Form 8-K, dated as of February 1,
2006, filed by KAC, File No. -9447).

Intercompany Note dated as of December 21, 198@%dem KAC and KACC (incorporated by reference
to Exhibit 10.10 to the Report on Form 10-K for ghexiod ended December 31, 1996, filed by
MAXXAM Inc. (**“MAXXAM "), File No. 1-3924).

Confirmation of Amendment of Non-Negotiable Intergmany Note, dated as of October 6, 1993,
between KAC and KACC (incorporated by referenc&xbibit 10.11 to the Report on Form 10-K for the
period ended December 31, 1996, filed by MAXXAMIeRNo. 1-3924).

Amendment to Non-Negotiable Intercompany Note, dateof December 11, 2000, between KAC and
KACC (incorporated by reference to Exhibit 4.4%He Report on Form 10-K for the period ended
December 31, 2000, filed by KAC, File N¢-9447).

Senior Subordinated Intercompany Note between KACKACC dated February 15, 1994 (incorpore
by reference to Exhibit 4.22 to the Report on FaGK for the period ended December 31, 1993, file
KAC, File No. 1-9447).

Senior Subordinated Intercompany Note between KACKACC dated March 17, 1994 (incorporated
by reference to Exhibit 4.23 to the Report on FaGK for the period ended December 31, 1993, file
KAC, File No. 1-9447). KAC has not filed certaimipterm debt instruments not being registered with
the Securities and Exchange Commission where takamount of indebtedness authorized under any
such instrument does not exceed 10% of the tosata®f KAC and its subsidiaries on a consolidated
basis. KAC agrees and undertakes to furnish a cbpyny such instrument to the Securities and Exge
Commission upon its reque

Form of indemnification agreement with officers atigectors (incorporated by reference to Exhib@)(1
(b) to the Registration Statement of KAC Form £-4, File No. 33-12836).

Tax Allocation Agreement, dated as of June 30, 1888veen KACC and KAC (incorporated by
reference to Exhibit 10.3 to the Report on FornQLfbr the quarterly period ended June 30, 199&dfil
by KACC, File No. -3605).

Executive Compensation Plans and Arrangements[EgHiB.3— 10.26, inclusive



10.3 Kaiser 1997 Omnibus Stock Incentive Plan (incorpemidy reference to Appendix A to the Proxy
Statement, dated April 29, 1997, filed by KAC, RAile. 1-9447).

10.4 Non-Executive Chairman of the Boards Agreement, dderth 20, 2006, among KAC, KACC and
George T. Haymaker, Jr. (incorporated by refereadexhibit 10.1 to the Report on Form 8-K, dated
March 20, 2006, filed by KAC, File No-9447).

105 Amended Employment Agreement, dated October 1, 208veen KACC and Edward F. Houff
(incorporated by reference to Exhibit 10.1 to thep®&t on Form 10-Gor the period ended September
2004, filed by KAC, File No. -9447).
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Exhibit
Number

10.6

10.7

10.8

10.9

10.10

1011

1012

10.13

10.14

10.15

10.16

10.17

10.18

Description

Stock Option Grant pursuant to the Kaiser 1997 @umiStock Incentive Plan to Jack A. Hockema
(incorporated by reference to Exhibit 10.1 to tlep&t on Form 10-Q for the quarterly period ended
September 30, 2000, filed by KAC, File N«-9447).

Form of Deferred Fee Agreement between KAC, KAQ)] directors of KAC and KACC (incorporated
by reference to Exhibit 10 to the Report on ForrQLfbr the quarterly period ended March 31, 1998,
filed by KAC, File No. -9447).

Form of Non-Employee Director Stock Option Grantdptions issued commencing January 1, 2001
under the 1997 Kaiser Omnibus Stock Incentive Rlarorporated by reference to Exhibit 10.1 to the
Report orForm 1(-Q for the quarterly period ended June 30, 2001, figdAC, File No. -9447).

Form of Stock Option Grant for options issued comeigg January 1, 2001 under the 1997 Kaiser
Omnibus Stock Incentive Plan (incorporated by eiee to Exhibit 10.2 to the Report on Form 10-Q for
the quarterly period ended June 30, 2001, filetkAZ, File No. 19447)

Form of Restricted Stock Agreement for restrictedres issued commencing January 1, 2001 under the
1997 Kaiser Omnibus Stock Incentive Plan (incorfemtdy reference to Exhibit 10.3 to the Report on
Form 1(-Q for the quarterly period ended June 30, 2001, figdKAC, File No. -9447).

The Kaiser Aluminum & Chemical Corporation Retenti®lan, dated January 15, 2002 (the “January
2002 Retention Plan”) (incorporated by referencExhibit 10.35 to the Report on Form 10-K for the
period ended December 31, 2001, filed by KAC, Nite 1-9447).

The Kaiser Aluminum & Chemical Corporation Key Emmypte Retention Plan (effective September 3,
2002) (incorporated by reference to Exhibit 10@2&he Report on Form 10-K for the period ended
December 31, 2002, filed by KAC, File N¢-9447).

Form of Retention Agreement for the Kaiser Alumin&n@€hemical Corporation Key Employee
Retention Plan (effective September 3, 2002) foinJ®arneson, Jack A. Hockema and Edward F. Houff
(incorporated by reference to Exhibit 10.27 toReport on Form 10-K for the period ended

December 31, 2002, filed by KAC, File N¢-9447).

Form of Retention Agreement for the Kaiser Alumin&nChemical Corporation Key Employee
Retention Plan (effective September 3, 2002) fatde Executive Officers including Kerry A. Shibad
Daniel D. Maddox (incorporated by reference to Bkhi0.29 to the Report on Form 10-K for the period
ended December 31, 2002, filed by KAC, File N-9447).

Kaiser Aluminum & Chemical Corporation SeverancarRleffective September 3, 2002) (incorporated
by reference to Exhibit 10.30 to the Report on Faf¥K for the period ended December 31, 2002, filed
by KAC, File No. -9447).

Form of Severance Agreement for the Kaiser Alumir@a@hemical Corporation Severance Plan
(effective September 3, 2002) for John Barnesark 8a Hockema, Edward F. Houff, Kerry A. Shiba
Daniel D. Maddox and Certain Other Executive Offic@ncorporated by reference to Exhibit 10.31 to
the Report otForm 1(-K for the period ended December 31, 2002, filed byO<kile No. -9447).

Form of Kaiser Aluminum & Chemical Corporation Clyarin Control Severance Agreement for John
Barneson, Jack A. Hockema and Edward F. Houff (ipaxated by reference to Exhibit 10.32 to the
Report orForm 1(-K for the period ended December 31, 2002, filed byO<Kile No. -9447).

Form of Kaiser Aluminum & Chemical Corporation Charin Control Severance Agreement for Kerry
A. Shiba and Daniel D. Maddox and Certain Otherdaxige Officers (incorporated by reference to



Exhibit 10.33 to the Report on Form 10-K for theipeé ended December 31, 2002, filed by KAC, File
No. 1-9447).

10.19 Description of KACC Short-Term Incentive Plan (inporated by reference to Exhibit 10.20 to the
Report orForm 1(-K for the period ended December 31, 2004, filed byG<kKile No. -9447).

10.20 Description of KACC LongFerm Incentive Plan (incorporated by referencexbilit 10.21 to the Repc
onForm 1(-K for the period ended December 31, 2004, filed byKAile No. -9447).

10.21 Settlement and Release Agreement dated Octob@08,t%/ and among the Debtors and the Creditors’
Committee (incorporated by reference to Exhibi21td.the Report on Form 10-Q for the period ended
September 30, 2004, filed by KAC, File N-9447).

141




Exhibit
Number Description

1C.22 Amendment, dated as of January 27, 2005, to Sedtieand Release Agreement dated as of October 5,
2004, by and among the Debtors and the Creditargiittee (incorporated by reference to
Exhibit 10.23 to the Report on Form 10-K for theipé ended December 31, 2004, filed by KAC, File
No. 1-9447).

1C.23 Settlement Agreement dated October 14, 2004, betké&C and the Pension Benefit Guaranty
Corporation (incorporated by reference to Exhibif3lto the Report on Form 10-Q for the period ended
September 30, 2004, filed by KAC, File N-9447).

1C0.24 Amended and Restated Non Exclusive Consulting Agese between KACC and Edward F. Houff,
dated January 23, 2006 (incorporated by refereméshibit 10.1 to the Report on Form 8-K, datedfs
February 1, 2006, filed by KAC, File No-9447)

1C.25 Release Agreement between KACC and Edward F. Hdaféd August 15, 2005 (incorporated by
reference to the Report Form 1(-Q for the period ended June 30, 2005, filed by KA No. 1-9447)

1C.26 Release between KACC and Kerry A. Shiba (incorpeatdty reference to Exhibit 10.1 to the Report on
Form &K, dated as of March 14, 2006, filed by KAC, File N-9447)

*21 Significant Subsidiaries of KAC

*23.1 Consent of Independent Registered Public Accouriing.

*23.2 Consent of Wharton Levin Ehrmantraut & Klein, P

*23.3 Consent of Heller Ehrman LLI

*31.1 Certification of Jack A. Hockema pursuant to Set862 of the Sarban-Oxley Act of 2002

*31.2 Certification of Daniel D. Maddox pursuant to Sent302 of the Sarbar-Oxley Act of 2002
*32.1 Confirmation of Jack A. Hockema pursuant to Seci6f of the Sarban-Oxley Act of 2002

*32.2 Confirmation of Daniel D. Maddox pursuant to Seqt806 of the Sarban-Oxley Act of 2002

* Filed herewitlk
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Exhibit 21

SUBSIDIARIES

Listed below are the principal subsidiaried affiliates of Kaiser Aluminum Corporation, theigdiction of their incorporation or
organization, and the names under which such siabisisl do business. The Company’s ownership i<aidd for less than wholly owned
affiliates. Certain subsidiaries are omitted whictrisidered in the aggregate as a single subsjdienyld not constitute a significant
subsidiary.

Place of
Incorporation or

Name Organization
Anglesey Aluminium Limited (49% United Kingdom
Kaiser Aluminium International, Inc.( Delaware
Kaiser Aluminum & Chemical Corporation(1)( Delaware
Kaiser Aluminum & Chemical of Canada Limited Ontario
Kaiser Bellwood Corporation( Delaware

(1) Filed a voluntary petition for reorganization untlee Code

(2) Entities that have been materially affected aesult of the commodity asset sales, as disdussre fully in Note 1 and 5 of Notes to
Consolidated Financial Statemer




Principal Domestic Operatiol
and Administrative Office
(Partial List)

Principal Worldwide Operations (Partial Li

Arizona
Chandle
Fabricated Produc

California
Foothill Ranct
Corporate Headquartt

Los Angeles (City of Commerc
Fabricated Products

Michigan
Detroit (Southfield
Automotive Produt
Development and Sal

Ohio
Newark
Fabricated Produc

Oklahoma
Tulsa
Fabricated Products

Canada
Kaiser Aluminum & Chemical ¢
Canada limited (100¢
Fabricated Produc

South Carolin:
Greenwoot
Fabricated Produc

Tennesse
Jacksol
Fabricated Produc

Texas
Houston
Administrative Office
Shermai
Fabricated Produc

Virginia
Richmonc
Fabricated Produc

Washingtor
Richlanc
Fabricated Produc

Trentwood
Fabricated Products

Wales, United Kingdor
Anglesey Aluminium Ltd.
(49%
Primary Aluminun






Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference ini®egion Statements No. 333-00071 and No. 333-2@28Form S-3 and Registration
Statements No. 333-36202 and No. 33-49889 on Fedwfour report dated March 30, 2006, relating® ¢onsolidated financial stateme
of Kaiser Aluminum Corporation (which report expges an unqualified opinion and includes explangparnagraphs (i) relating to an
emphasis of a matter concerning the Company’s hegéy proceedings, (ii) expressing substantial dablout the Company’s ability to
continue as a going concern, and (iii) relatinghes Company’s adoption of Financial Accounting 8tmds Board (FASB) Interpretation
No. 47,“Accounting for Conditional Asset Retirement Obligais — an interpretation of FASB Statement No.,1é&ective December 31,
2005) and our report dated March 30, 2006 relatrte financial statement schedule appearingim&hnual Report of Form 1&-of Kaiser
Aluminum Corporation for the year ended December2805.

/sl Deloitte & Touche LLP
Costa Mesa, California
March 30, 2006






Exhibit 23.z

We hereby consent to (i) any references tdiaur, or (ii) any references to advice renderedhy firm contained in Kaiser Aluminum
Corporation’s Form 10-K for the year ended Decen®ier2005, which is incorporated into the Compamy&viously filed Registration
Statements on Form S-3 No.’s 33-16239 and 333-080d1Registration Statements on Form S-8 No.’s3&88 and 333-36202.

WHARTON LEVIN EHRMANTRAUT & KLEIN, P.A.

March 28, 2006






Exhibit 23.¢

We hereby consent to (i) any references tdiaur, or (ii) any references to advice renderedhy firm contained in Kaiser Aluminum
Corporation’s Form 10-K for the year ended Decen®ier2005, which is incorporated into the Compamy&viously filed Registration
Statements on Form S-3 No.’s 33-16239 and 333-080d1Registration Statements on Form S-8 No.’s3&88 and 333-36202.

HELLER EHRMAN LLP

March 30, 2006






Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

[, Jack A. Hockema, certify that:
1. I have reviewed this report on Form 10-K of Kaisluminum Corporation;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant ’ s other certifying officer ahare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))5{ext omitted in accordance with SEC transitiostructions set forth in SEC Release
No. 34-47986] for the registrant and we have:

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b) [paragraph omitted in accordance with SEC transitistructions set forth in SEC Release N¢-47986]

c) evaluated the effectiveness of the registrarisclosure controls and procedures and pteden this report our conclusions about
the effectiveness of the disclosure controls andgatures as of the end of the period covered byréipiort based on such evaluation;
and

d) disclosed in this report any changes inréggstrant * s internal control over financial refig that occurred during the registrant’ s
most recent fiscal quarter (the registrant ’ s flodiscal quarter in the case of an annual regha) has materially affected, or is
reasonably likely to materially affect, the regasit’ s internal control over financial reporting; a

5. The registrant ’ s other certifying officer anldave disclosed, based on our most recent evatuaftiinternal control over financial
reporting, to the registrant ’ s auditors and thdiecommittee of the registrant ’ s board of dioes (or persons performing the equivalent
function):

a) all significant deficiencies and materialakeesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the regist’ s ability to record, process, summarize and refpmahcial information; an

b) any fraud, whether or not material, thabiwes management or other employees who have #iségn role in the registrant * s
internal control over financial reportin

/sl Jack A. Hockem

Date: March 30, 2006 Jack A. Hockema
Chief Executive Office

A signed original of this written statement reqdit®y Section 302 has been provided to Kaiser AlumirCorporation and will be retained by
Kaiser Aluminum Corporation and furnished to the8#&ies and Exchange Commission or its staff upgzyuest.






Exhibit 31.

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

[, Daniel D. Maddox, certify that:
1. | have reviewed this report on Form 10-KKaiser Aluminum Corporation;

2. Based on my knowledge, this report doescantain any untrue statement of a material facoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statetsy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant ’ s other certifying officand | are responsible for establishing and maiirigidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))5{ext omitted in accordance with SEC transitiostructions set forth in SEC Release
No. 34-47986] for the registrant and we have:

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared

b) [paragraph omitted in accordance with SEC transitistructions set forth in SEC Release N¢-47986]

c) evaluated the effectiveness of the registramisclosure controls and procedures and pteddn this report our conclusions
about the effectiveness of the disclosure contiots procedures as of the end of the period cousyébis report based on such
evaluation; ant

d) disclosed in this report any changes inréiggstrant ' s internal control over financial refiog that occurred during the
registrant ' s most recent fiscal quarter (thestgit ' s fourth fiscal quarter in the case ofanual report) that has materially
affected, or is reasonably likely to materiallyeaft, the registrar s internal control over financial reporting; a

5. The registrant * s other certifying officamd | have disclosed, based on our most recehiatian of internal control over financial
reporting, to the registrant ’ s auditors and thdiecommittee of the registrant ’ s board of dioes (or persons performing the equivalent
function):

a) all significant deficiencies and materialakeesses in the design or operation of internairobaver financial reporting which

are reasonably likely to adversely affect the regig ' s ability to record, process, summarize eqmbrt financial information;
and

b) any fraud, whether or not material, thabirres management or other employees who have diségr role in the registrant ' s
internal control over financial reportin

/s/ Daniel D. Maddo;

Daniel D. Maddox
Principal Financial Office

Date: March 30, 2006

A signed original of this written statement reqdil®y Section 302 has been provided to Kaiser AlumirCorporation and will be retained by
Kaiser Aluminum Corporation and furnished to the8&ies and Exchange Commission or its staff upgzjuest.






Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

March 30, 2006

In connection with the Annual Report on For@aKLby Kaiser Aluminum Corporation, a Delaware amgtion (the “ Company "), for the
year ending December 31, 2005 (“ Report "), as filed on the date hereof with 8ecurities and Exchange Commission, the undersjgned
Jack A. Hockema, Chief Executive Officer of the Qamy, does hereby certify, pursuant to 18 U.S.601& adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, thatch officer ’ s knowledge:

(1) The Report fully complies with the requiremts of Section 13(a) or 15(d) of the Securitiestaxge Act of 1934 (15 U.S.C. 78m or

780(d)); anc
The information contained in the Reportljapresents, in all material respects, the finahcondition and results of operations of the

)
Company as of the dates and for the periods exgniéashe Repor
IN WITNESS WHEREOF, the undersigned has exatthis certification as of the date first abovéten.

/sl Jack A. Hockem

Jack A. Hockema
Chief Executive Office

A signed original of this written statement reqdit®y Section 906 has been provided to Kaiser AlumirCorporation and will be retained by
Kaiser Aluminum Corporation and furnished to the8#&ies and Exchange Commission or its staff upgzyuest.







Exhibit 32.

CERTIFICATION PURSUANT TO
18 U.S.C. 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

March 30, 2006

In connection with the Annual Report on For@aKLby Kaiser Aluminum Corporation, a Delaware amgtion (the “ Company "), for the
year ending December 31, 2005 (“ Report "), as filed on the date hereof with 8ecurities and Exchange Commission, the undersjgned
Daniel D. Maddox, Principal Financial Officer oftlCompany, does hereby certify, pursuant to 18QJ.8350 as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, thatch officer ’ s knowledge:

(1) The Report fully complies with the requiremts of Section 13(a) or 15(d) of the Securitiestaxge Act of 1934 (15 U.S.C. 78m or

780(d)); anc
The information contained in the Reportljapresents, in all material respects, the finahcondition and results of operations of the

)
Company as of the dates and for the periods exgniéashe Repor
IN WITNESS WHEREOF, the undersigned has exatthis certification as of the date first abovéten.

/s/ Daniel D. Maddo:

Daniel D. Maddo»
Principal Financial Office

A signed original of this written statement reqdit®y Section 906 has been provided to Kaiser AlumirCorporation and will be retained by
Kaiser Aluminum Corporation and furnished to the8&ies and Exchange Commission or its staff upzyuest.



