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PART I

Item 1. Business
Forward-Looking Statements

This Annual Report on Form 10-K contains statemaiitieh constitute “forward-looking statements” with
the meaning of the Private Securities LitigatioridR@ Act of 1995. These statements appear through@iRepor
including this Item 1. “Business — Business Operati” Item 1A. “Risk Factors,” and Item 7. “Managemtis
Discussion and Analysis of Financial Conditions &wesults of Operations.” These forward-lookingesta¢nts can
be identified by the use of forward-looking termigy such as “believes,” “expects,” “may,” “ " “will,”

” o« ”u

estireaf
“should,” “plans,” or “anticipates,br the negative of the foregoing or other variaion comparable terminology,
by discussions of strategy.

Readers are cautioned that any such forward-lookiiaiggments are not guarantees of future perforenand
involve significant risks and uncertainties, andttactual results may vary from those in the fodsanking
statements as a result of various factors. Thederfainclude: the effectiveness of managementiegies and
decisions; general economic and business condjtioalsiding cyclicality and other conditions in therospace and
other end markets we serve; developments in teoggphew or modified statutory or regulatory reguients;
changing prices and market conditions; and othepfa discussed in Item 1A. “Risk Factors” and wlsere in this
Report.

Readers are urged to consider these factors cigrefudvaluating any forward-looking statements ane
cautioned not to place undue reliance on thesedahlooking statements. The forward-looking statetméncluded
herein are made only as of the date of this Repad,we undertake no obligation to update any métion
contained in this Report or to publicly release eawisions to any forward-looking statements thayrhe made to
reflect events or circumstances that occur, orileabecome aware of, after the date of this Report.

Availability of Information

We make available our Annual Reports on Form 1@HWarterly Reports on Form 10-Q, Current Reports on
Form 8-K, and amendments to those reports, fileftimrished pursuant to section 13(a) or 15(d) efSlecurities
Exchange Act of 1934, free of charge through oterimet website at www.kaiseraluminum.cander the heading
“Investor Relations” as soon as reasonably prdufécafter we electronically file such material withfurnish it to
the Securities and Exchange Commission (“SEC”). diigic also may read and copy any of these médeatahe
SEC'’s Public Reference Room, 100 F Street, NE, Wig#tn, D.C. 20549. Information on the operatioritaf
Public Reference Room may be obtained by calliegSEC at 1-800-732-0330. The SEC also maintainstamet
site that contains the Company’s filings; the addref that site is http://www.sec.gov.

Business Overview

Kaiser Aluminum Corporation (“Kaiser,” “the Compah{we” or “us”) is an independent fabricated alumaim
products manufacturing company with 2007 net saflepproximately $1.5 billion. We were founded @46 and
operate 10 production facilities in the United 8sa&nd one in Canada. We manufacture rolled, eadirudtawn and
forged aluminum products within three end use caieg consisting of aerospace and high strengttiymts (which
we refer to as Aero/HS products), general engingguroducts (which we refer to as GE products)arsiom
automotive and industrial products (which we réfeas Custom products).

We produced and shipped approximately 548 millionrs of fabricated aluminum products in 2007 which
comprised 86% of our total net sales. We have ktagding relationships with our customers, whiatiude leadin
aerospace companies, automotive suppliers and distdbutors. We strive to tightly integrate thamagement of
the operations within our Fabricated Products segmeross multiple production facilities, produaek and target
markets in order to maximize the efficiency of puodflow to our customers. In our served markets seek to be
the supplier of choice by pursuing “Best in Clasg$tomer satisfaction and offering a broad progoctfolio.




In order to capitalize on the significant growthdemand for high quality heat treat aluminum pfateducts in
the market for Aero/HS products, in the third geadf 2005 we began a major expansion at our TrewdwWacility
in Spokane, Washington. The Trentwood expansiamfgigntly increased our aluminum plate productiapacity
and enables us to produce thicker gauge aluminate.plhe three phase expansion is expected to drteun
$139 million in capital investment. The first phdmeame fully operational in the fourth quarte2066. The secor
phase was fully operational at December 31, 20@%laa third phase is expected to be fully operatity the end
of 2008.

In 2007, we announced a $91 million investment @ogin our rod, bar and tube value stream including
facility expected to be in Kalamazoo, Michiganyadl as improvements at three existing extrusios drawing
facilities. This investment program is expectegigmificantly improve the capabilities and effictées of our rod
and bar and seamless extruded and drawn tube igpsrand enhance the market position of such ptedlibe
Kalamazoo facility will be equipped with two extios presses and a remelt operation. Completiohexfe
investments is expected to occur by late 2009.

In February 2008, we announced $14 million of addél programs that will enhance our Kaiser Setect
capabilities in our Tulsa, Oklahoma and Shermamraextrusion plants and significantly reduce eyperg
consumption at one of our casting units in our Twewod facility. We expect the majority of these &iddal
programs to be completed during 2008.

In addition to our core Fabricated Products openatiwe have a 49% ownership interest in Anglesey
Aluminium Limited (which we refer to as “Anglesey’d company that owns an aluminum smelter based in
Holyhead, Wales. Anglesey has produced in exce38@million pounds of primary aluminum for eachtlo¢ last
three fiscal years, of which 49% is available toigring 2007, sales of our portion of Angleseylsput
represented 14% of our total net sales. Becausaseepurchase primary aluminum for our fabricatemtpcts at
market prices, Anglesey’s production acts as arabhedge for our Fabricated Products operationgldsey
operates under a power agreement that providesisuatfpower to sustain its aluminum reduction epiens at full
capacity through September 2009. The nuclear fiagilhich supplies power to Anglesey is scheduleddse
operations in 2010. Anglesey’s ability to operaseaiuminum reduction operations past Septembe® 200
dependent upon procuring adequate power on acdepéans. We can give no assurance that Angleskkpeavable
to do so. If Anglesey cannot obtain adequate p@meacceptable terms, Anglesey’s aluminum reducijzerations
will likely be shut down. Given the potential fartéire shutdown and related costs, dividends fromglésey were
temporarily suspended while Anglesey studied futagh requirements. A shutdown process may involve
significant costs to Anglesey which could decrearseliminate its ability to pay future dividendsaged on a review
of cash anticipated to be available for future a&sfuirements, Anglesey removed the temporary sisipe of
dividends and distributed $4.4 million and $9.9liwil in dividends in August and December of 20@&pectively.
No assurance can be given that Anglesey will nepend dividends again in the future. The proceshotting
down aluminum reduction operations may involve sition complications which may prevent Angleseyniro
operating at full capacity until the expirationtbé power agreement.

Between the first quarter of 2002 and the firstrtpreof 2003, Kaiser and 25 of our then-existingssdiaries
filed voluntary petitions for relief in the Unitestates Bankruptcy Court for the District of Delaeé@which we refer
to as the “Bankruptcy Court”) under chapter 11hef United States Bankruptcy Code (which we referstthe
“Bankruptcy Code”). Pursuant to our Second Amenfekesh of Reorganization (which we refer to as odatiP), we
emerged from chapter 11 bankruptcy on July 6, Z886ch we refer to as the “Effective Date”). OuaPRlallowed
us to eliminate significant legacy liabilities, inding long-term indebtedness, pension obligatioeis,ee medical
obligations and liabilities relating to asbestod ather personal injury claims. In addition, priorour emergence
from chapter 11 bankruptcy, we sold all of our iags in bauxite mining operations, alumina refesand
aluminum smelters, other than our interest in Aseje in order to focus on our fabricated aluminundpcts
business, which we believe has a stronger comygeetfitbsition and presents greater opportunitiegfowth.




Business Operation:

* Fabricated Products Business Unit

Overview. Our Fabricated Products business unit produdesir@xtruded, drawn, and forged aluminum
products used principally for aerospace and defengemotive, consumer durables, electronics, ibattand
machinery and equipment end-use applications. heigd, the Fabricated Products business unit manhuts
products in one of three broad categories: Aergktlucts; GE products; and Custom products. DW2by, 2006
and 2005, our eleven North American fabricated pet&lmanufacturing facilities produced and shipped
approximately 548, 523 and 482 million pounds diriigated aluminum products, respectively, whichoarted for
approximately 86%, 85% and 86% of our total ne¢s&br 2007, 2006 and 2005, respectively.

Types of Products Produced

The aluminum fabricated mill products market isdutly defined to include the markets for ftatled, extrudec
drawn, forged and cast aluminum products, usedvariaty of end-use applications. We participatedrnain
portions of the markets for flat-rolled, extrude@gn and forged products focusing on highly engieeg@roducts
for Aero/HS products; GE products; and Custom pet&lurhe portions of the markets in which we paptite
accounted for approximately 20% of total North Aioan shipments of aluminum fabricated mill produnot2007.

Aerospace and High Strength Product®ur Aero/HS products include high quality heaatrplate and sheet,
as well as cold finish bar, seamless drawn tubebdled that are manufactured to demanding speatificis for the
global aerospace and defense industries. Thesstimeuuse our products in applications that denagiad tensile
strength, superior fatigue resistance propertiesexgeptional durability even in harsh environmeRty instance,
aerospace manufacturers use high-strength alloys Variety of structures that must perform coesity under
extreme variations in temperature and altitude. ®eno/HS products are used for a wide variety af eses. We
make aluminum plate and tube for aerospace apiplicatand we manufacture a variety of specialipetand bar
products that are incorporated in diverse applbcati The aerospace and defense mayloethsumption of fabricat
aluminum products is driven by overall levels austrial production, airframe build rates, whick ayclical in
nature, and defense spending, as well as the paltanilability of competing materials such as gasites.
Demand growth is expected to increase for thickephdath growth in “monolithic” construction of conercial and
other aircraft. In monolithic construction, alumimuplate is heavily machined to form the desired fram a single
piece of metal (as opposed to creating parts wHinginum sheet, extrusions or forgings that areedfto one
another using rivets, bolts or welds). Military épations for heat treat plate and sheet includeraft frames for
military use and skins and armor plating to protgound vehicles from explosive devices. Productd for
Aero/HS applications represented 32% of our 200vidated products shipments. Aero/HS products alessn
2007 were approximately 39% of our 2007 fabricatemtiucts net sales.

General Engineering ProductsGE products consist primarily of standard catalems sold to large metal
distributors. These products have a wide rangee$umnany of which involve further fabrication loé$e products
for numerous transportation and industrial endapgaications where machining of plate, rod andibantensive.
Our GE products consist of 6000-series alloy raud, tube, sheet, plate and standard extrusions6U0@-series
alloy is an extrudable medium-strength alloy tisateat treatable and extremely versatile. Our @GEuymts have a
wide range of uses and applications, many of winehlve further fabrication of these products fanmerous
transportation and other industrial end uses. kamgle, our products are used in the enhancementilitdry
vehicles, in the specialized manufacturing prodessquid crystal display screens, and in the waouwchambers in
which semiconductors are made. Our rod and bamgtedire manufactured into rivets, nails, screwlistand parts
of machinery and equipment. Demand growth and csiity for GE products tend to mirror broad economi
patterns and industrial activity in North Ameri€emand is also impacted by the destocking andckistg of
inventory in the full supply chain. Products sadd GE applications represented 45% of our 2007idated produc
shipments. GE products net sales in 2007 were ajpabely 40% of our 2007 fabricated products né&sa

Custom Automotive and Industrial Product®ur Custom products consist of extruded/drawnfargked
aluminum products for many North American autom®iind industrial end uses, including consumer desab




electrical/electronic, machinery and equipmentpengbile, light truck, heavy truck and truck traibgplications.
Examples of the wide variety of custom products @ supply to the automotive industry include estd
products for bumpers and anti-lock braking systedresyn tube for drive shafts and forgings for susjen control
arms and drive train yokes. Other Custom produessaclude extruded products for water heater aspuiuck
trailers and electrical/electronic exchangers.dtone Custom products, we perform limited fabriggtiocluding
sawing and cutting to length. Demand growth andicsiity for Custom products tend to mirror broazbaomic
patterns and industrial activity in North Amerigédth specific individual market segments such asimotive,
heavy truck and truck trailer applications trackihgir respective build rates. Products sold fostGon applications
represented 23% of our 2007 fabricated producfmsmts. Custom products net sales in 2007 werezippately
21% of our 2007 fabricated products net sales.

End Markets In Which We Do Not Participat&V/e have elected not to participate in certain radkets for
fabricated aluminum products, including beverage faod cans, building and construction materiatsl #il used
for packaging. We believe our chosen end marketsgmt better opportunities for sales growth anchpna pricing
of differentiated products. The markets we havetetkto participate in represented approximatelyof ¥he North
American flat rolled products market and 54% of Hweth American extrusion market in 2007.

Types of Manufacturing Processes Employed
We utilize the following manufacturing processegtoduce our fabricated products:

Flat rolling. The traditional manufacturing process for aluminilat-rolled products uses ingot, a large
rectangular slab of aluminum, as the starter madtéFhe ingot is processed through a series ahgpll
operations, both hot and cold. Finishing steps melpide heat treatment, annealing, coating, sthegch
leveling or slitting to achieve the desired metaioal, dimensional and performance characterisfasminum
flat-rolled products are manufactured using a warié alloy mixtures, a range of tempers (hardnegadiges
(thickness) and widths, and various coatings amdHes. Flat-rolled aluminum semi-finished produots
generally either sheet (under 0.25 inches in theéskhor plate (up to 15 inches in thickness). Tds majority
of the North American market for aluminum flat-edl products uses “common alloy” material for cansion
and other applications and beverage/food can sHeetever, these are products and markets in whiehave
chosen not to participate. Rather, we have focose@fforts on “heat treat” products. Heat treatdurcts are
distinguished from common alloy products by higsteength and other desired product attributes.primeary
end use of heat treat flat-rolled sheet and ptaferiAero/HS and GE products.

Extrusion. The extrusion process typically starts with & télet, which is an aluminum cylinder of
varying length and diameter. The first step infihgcess is to heat the billet to an elevated teatpsx whereby
the metal is malleable. The billet is put into atresion press and pushed, or extruded, through thdt gives
the material the desired two-dimensional cross@ecthe material is either quenched as it leakegtess, or
subjected to a post-extrusion heat treatment cyeleontrol the material’'s physical properties. Ex¢rusion is
then straightened by stretching and cut to lengfbre being hardened in aging ovens. The largesusas of
extruded products are in the construction, gerergineering and custom markets. Building and canstn
products represent the single largest end-use nfankextrusions by a significant amount. Howewee, have
chosen to focus our efforts on GE and Custom prsduecause we believe we have strong production
capability, well-developed technical expertise aigh product quality with respect to these products

Drawing. Drawing is a fabrication operation in which exted tubes and rods are pulled through a die, or
drawn. The purpose of drawing is to reduce the dtamand wall thickness while improving physicalerties
and dimensions. Material may go through multiplavdng steps to achieve the final dimensional spetibns
Aero/HS products is a primary end-use market amdiisocus.

Forging. Forging is a manufacturing process in which mistpressed, pounded or squeezed under great
pressure into high-strength parts known as forgiRgsged parts are heat treated before final shiphaethe
customer. The end-use applications are primarityainsportation, where high strength-to-weightosin
products are valued. We focus our production otagetypes of automotive and sports vehicle appibozs.




A description of the manufacturing processes amggeay of products at each of our 11 productionlifaes is
shown below:

Manufacturing

Location Proces: Types of Products
Chandler, Arizon: Drawing Aero/HS
Greenwood, South Carolit Forging Custom
Jackson, Tenness Extrusion/Drawing Aero/HS, GE
London, Ontaric Extrusion Custom

Los Angeles, Californii Extrusion GE, Custon
Newark, Ohic Extrusion/Rod Rolling Aero/HS, GE
Richland, Washingto Extrusion Aero/HS, GE
Richmond, Virginia Extrusion/Drawing GE, Custorr
Sherman, Texs Extrusion Custom
Spokane, Washingtc Flat Rolling Aero/HS, GE
Tulsa, Oklahom: Extrusion GE

As can be seen in the table above, many of ouiitfasiemploy the same basic manufacturing proeesss
produce the same type of end use products. Overatsteseveral years, given the similar economicadinelr
characteristics at each location, we have madgnéfisiant effort to more tightly integrate the mgeanent of our
Fabricated Products business unit across multipleufacturing locations, product lines, and targatkats to
maximize the efficiency of product flow to customePurchasing is centralized for a substantialiqof the
Fabricated Products business unit's primary alumimequirements in order to maximize price, credd ather
benefits. Because many customers purchase a nwhdiferent products that are produced at différgants, ther
has also been substantial integration of the $atee and its management. We believe that integraif our
operations allows us to capture efficiencies whilewing our facilities to remain highly focused.

Raw Materials

We purchase substantially all of the primary alwminand recycled and scrap aluminum used to make our
fabricated products from third-party suppliersalmajority of the cases, we purchase primary alumiingot and
recycled and scrap aluminum in varying percentaggending on various market factors including paod
availability. The price for primary aluminum purceal for the Fabricated Products business unipisaily based
on the Average Midwest Transaction Price (or “MigiErice”), which from 2002 to 2007, has rangedvieen
approximately $.02 to $.08 per pound above theegrimded on the London Metal Exchange (or “LME"péeding
on primary aluminum supply/demand dynamics in Néutherica. Recycled and scrap aluminum are typically
purchased at a modest discount to ingot pricesdtrequire additional processing. In additionrmdpicing
fabricated aluminum products for sale to third jgartcertain of our production facilities provideecanother with
billet, log or other intermediate material in liebipurchasing such items from third party suppli€sr example, a
substantial majority of the product from the RictdaWashington facility is used as base input atGhandler,
Arizona facility; the Sherman, Texas facility israntly supplying billet to the Tulsa, Oklahomaifiy; the
Richmond, Virginia facility typically receives sonpertion of its metal supply from either (or botf) the London,
Ontario or Newark, Ohio facilities; and the Newadihio facility also supplies billet and log to thackson,
Tennessee facility and extruded forge stock tad@heenwood, South Carolina facility.

Pricing

The price we pay for primary aluminum, the printiav material for our fabricated aluminum products
business, consists of two components: the pricéeguior primary aluminum ingot on the LME and thé&lest
Transaction Premium, a premium to LME reflectingnéstic market dynamics as well as the cost of smipand
warehousing. Because aluminum prices are volatdemanage the risk of fluctuations in the pric@fary




aluminum through a combination of pricing policiegernal hedging and financial derivatives. Ouethprincipal
pricing mechanisms are as follows:

» Spot price. Some of our customers pay a product price tlwarpporates the spot price of primary aluminum
in effect at the time of shipment to a customeiisTnicing mechanism typically allows us to passmowdity
price risk to the custome

* Index-based price. Some of our customers pay a product price tlwarporates an index-based price for
primary aluminum such as Platt’s Midwest price fomary aluminum. This pricing mechanism also
typically allows us to pass commaodity price riskhe customet

« Firm price. Some of our customers pay a firm price. We bearmodity price risk on firm-price contracts,
which we normally hedge though a combination oéficial derivatives and production from Anglesey. Fo
internal reporting purposes, whenever the FabricBteducts business unit enters into a firm pror@ract, i
also enters into an “internal hedge” with the Priyn&@luminum business unit, so that all the metaterisk
resides in the Primary Aluminum business unit. Regtom internal hedging activities between the tw
business units are eliminated in consolidat

Sales, Marketing and Distribution

Industry sales margins for fabricated productstélate in response to competitive and market dynansiales
are made directly to customers by our sales pesddocated in the United States, Canada and Euspgkby
independent sales agents in Asia, Mexico and thielMiEast. Our sales and marketing efforts aresedwn the
markets for Aero/HS, GE, and Custom products.

Aerospace and High Strength Productdpproximately 50% of our Aero/HS product shipneeate sold to
distributors with the remainder sold directly tstamers. Sales are made either under contracts {@vins spannir
from one year to several years) or on an orderfdgiobasis. We serve this market with a North Agearisales
force focused on Aero/HS and GE products and dga&lets representatives in Western Europe. Key ctitinpe
dynamics for Aero/HS products include the levetofmmercial aircraft construction spending (whichum is ofter
subject to broader economic cycles) and defensedspg

General Engineering ProductsA substantial majority of our GE products areddol large distributors in
North America, with orders primarily consistingsitindard catalog items shipped with a relativetyrtsleac-time.
We service this market with a North American sétese focused on GE and Aero/HS products. Key cditine
dynamics for GE products include product price dpici-line breadth, product quality, delivery penfamce and
customer service.

Custom Automotive and Industrial Product®ur Custom products are sold primarily to fifst alutomotive
suppliers and industrial end users. Sales conteaetsypically medium to long term in length. Alnhadl sales of
Custom products occur through direct channels usiNgrth American direct sales force that workselg with oul
technical sales organization. Key demand driverefw automotive products include the level of Mo&merican
light vehicle manufacturing and increased use win@hum in vehicles in response to increasinglycstri
governmental standards for fuel efficiency. Demfordndustrial products is directly linked to thigength of the
U.S. industrial economy.

Customers

In 2007, our Fabricated Products business unitappidoximately 600 customers. The largest, Reli&teel &
Aluminum, and the five largest customers for fastéa products accounted for approximately 15% &8d,3
respectively, of our net sales in 2007. The losRalfance, as a customer, would have a materiadragweffect on
us. However, we believe that our relationship viReidiance is good and the risk of loss of Reliareca austomer is
remote.




Research and Development

We operate three research and development centerg. Rolling and Heat Treat Center and our Metgltal
Analysis Center are both located at our Trentwamilify in Spokane, Washington. The Rolling and HEaat
Center has complete hot rolling, cold rolling amdhtreat capabilities to simulate, in small Ipigcessing of flat-
rolled products for process and product developroardn experimental scale. The Metallurgical AnialyZenter
consists of a full metallographic laboratory angtanning electron microscope to support researeglal@ment
programs as well as respond to plant technicaieErequests. The third center, our Solidificatéod Casting
Center, is located in Newark, Ohio and has a sltaoke experimental caster with ingot cast rolliagabilities for
the experimental rolling mill and for extrusionlbtlused in plant extrusion trials. Due to our egsh and
development efforts, we have been able to introgmoducts such as our unique T-Fd?Prsheet which provides
aerospace customers with high formability as weHleguisite strength characteristics.

¢ Primary Aluminum Business Unit

Our Primary Aluminum business unit contains twanary elements: (a) activities related to our irgesén anc
related to Anglesey and (b) primary aluminum hedgiglated activities. Our Primary Aluminum busines#
accounted for approximately 14%, 15% and 14% oftotal net sales for 2007, 2006 and 2005, respalgtiv

Anglesey. We own a 49% interest in Anglesey, which ownslaminum smelter at Holyhead, Wales. Rio
Tinto Plc owns the remaining 51% ownership inteiregtnglesey and has day-to-day operating respditigb for
Anglesey. Anglesey has produced in excess of 30mpounds for each of the last three fiscal ge&ve supply
49% of Anglesey’s alumina requirements and purck&8é of Angleseys aluminum output, in each case based
market-related pricing formula. Anglesey produciigth rolling ingot and sow for the United Kingdoamd
European marketplace. We sell our share of Anglesmytput to a single third party at market pricélse price
received for sales of production from Anglesey ¢ty approximates the LME price. We also realizgemium
(historically between $.05 and $.12 per pound aldW& price depending on the product) for salesalfie- added
products such as billet and rolling ingot.

To meet our obligation to sell alumina to Anglegeproportion to our ownership percentage, we paseh
alumina under a contract that provides adequatainfufor operations through August 2009 at prited are based
on market prices for primary aluminum. We will ngedsecure a new alumina contract for the periter #&ugust
2009 in the event additional power is secured. fegive no assurance regarding our ability to seawource of
alumina on comparable terms. If we are unable tealdhe results of our Primary Aluminum operatioiils be
affected.

Anglesey operates under a power agreement thaideosgufficient power to sustain its operationfut
capacity through September 2009. The nuclear fiagilhich supplies power to Anglesey is scheduleddse
operations in 2010. Anglesey’s ability to operaseaiuminum reduction operations past Septembe® 200
dependent upon procuring adequate power on acdepéatns. We can give no assurance that Anglesikpeavable
to do so. If Anglesey cannot obtain adequate p@meacceptable terms, Anglesey’s aluminum reducijzerations
will likely be shut down. Given the potential fartéire shutdown and related costs, dividends fromglésey were
temporarily suspended while Anglesey studied futagh requirements. Based on the review of castigated to
be available for future cash requirements, Angleseyoved the temporary suspension of dividendsdéstdbuted
$4.4 million and $9.9 million in dividends to usAmgust and December of 2007, respectively. Norasse can be
given that Anglesey will not suspend dividends agaithe future. The shutdown process may involgeiicant
costs to Anglesey which could decrease or elimiitatability to pay future dividends. The proce$shutting down
operations may involve transition complications e¥thmay prevent Anglesey from operating at full adyauntil
the expiration of the power agreement.

Hedging. Our pricing of fabricated aluminum products, &dssed above, is generally intended to lock-in a
conversion margin (representing the value added fte fabrication process(es)) and to pass meta psk on to
our customers. However, in certain instances werder into firm price arrangements. In such instanwe have
price risk on our anticipated primary aluminum fhases in respect of the customer’s order. Totaidated
products shipments for which we were subject togorisk were 239, 200 and 155 (in millions of pogindiuring
2007, 2006 and 2005, respectively.




Whenever our Fabricated Products business unitsimti® a firm price contract, our Primary Aluminum
business unit and Fabricated Products businesenigt into an “internal hedge” so that all the ahetice risk
resides in our Primary Aluminum business unit. Reduom internal hedging activities between the twegments
eliminate in consolidation. As more fully discussedtem 7A. “Quantitative and Qualitative Disclasg About
Market Risk,” during the last three years, ourewgiosure to primary aluminum price risk at Anglesepstantially
offset the volume of fabricated products shipmevite underlying primary aluminum price risk. As $ueve
consider our access to Anglesey production overdle a “natural” hedge against any Fabricated wxsdirm
metal-price risk. However, since the volume of fedted products shipped under firm prices may natciup on a
month-to-month basis with expected Anglesey-relgi@mary aluminum shipments and to the extent filat price
contracts from our Fabricated Products businedsetneed the Anglesey-related primary aluminumr sleipts, we
may use third party hedging instruments to elingraty net remaining primary aluminum price expoguisting at
any time.

Primary aluminum-related hedging activities are aggd centrally on behalf of our business segments t
minimize transaction costs, to monitor consolidatetiexposures and to allow for increased respensss to
changes in market factors. Hedging activities argdacted in compliance with a policy approved by lmoard of
directors, and hedging transactions are only edtiete after appropriate approvals are obtainethfour hedging
committee (which includes our chief executive adfiand key financial officers).

» Discontinued Operations

Prior to 2004, we were a more significant produafgsrimary aluminum and sold significant amount®of
alumina and primary aluminum production in domeatid international markets. Our strategy was tioadledf the
alumina and primary aluminum available to us inessscof our internal requirements to third partfespart of our
reorganization, we made a strategic decision fcaiedf our commodity-related interests, otherrtlaur interests in
and related to Anglesey, as summarized below.

Entity/Facility Location Product Period of Dispositior

Queensland Alumina Limite Australia Alumina Second Quarter 20(
Gramercy refinen Louisiana Alumina Fourth Quarter 200
Kaiser Jamaica Bauxite Compa Jamaice Bauxite Fourth Quarter 200
Volta Aluminium Company Limitet Ghana Primary Aluminum Fourth Quarter 200
Alumina Partners of Jamai Jamaice Alumina Third Quarter 200:

Mead Smelte Washingtor  Primary Aluminum Second Quarter 20(

We refer to Queensland Alumina Limited and AlumiPertners of Jamaica herein as QAL and Alpart,
respectively.

Segment and Geographical Area Financial Information

The information set forth in Note 16 of Notes tonSolidated Financial Statements included in Item 8.
“Financial Statements and Supplementary Data” diggrour segments and geographical areas in whichperate
is incorporated herein by reference.

Competition

The fabricated aluminum industry is highly compe¢it We concentrate our fabricating operations ighll
engineered products for which we believe we hawdymction capability, technical expertise, high predquality,
and geographic and other competitive advantageditégentiate ourselves from our competition bysBia Class
customer satisfaction which is driven by qualityaigability, price and service, including delivgpgrformance. Our
primary competition in the global heat treated-flated products is Alcoa and Rio Tinto (througls ibwnership of
Alcan’s fabricated aluminum products businessthiextrusion market, we compete with many regional
participants as well as larger companies with matioeach such as Sapa AG (the joint venture foroye@rkla and
Alcoa), Norsk Hydro ASA and Indalex. Some of oumgetitors are substantially larger, have greatenfcial




resources, and may have other strategic advantiagisjing more efficient technologies or lower ravaterial
costs.

Our fabricated aluminum products facilities arealied in North America. To the extent our competitoave
production facilities located outside North Amerittzey may be able to produce similar productslatner cost. W
may not be able to adequately reduce costs to aemyith these products. Increased competition coaltse a
reduction in our shipment volume and profitabilityincrease our expenditures, any one of whichcchalve a
material adverse effect on our results of operation

In addition, our fabricated aluminum products cotepeith products made from other materials, sucttesl
and composites, for various applications, includiirgraft manufacturing. The willingness of custos® accept
substitutions for aluminum and the ability of lagestomers to exert leverage in the marketplacedace the
pricing for fabricated aluminum products could adety affect our results of operations.

For the heat treat plate and sheet products, newpetition is limited by technological expertisettbaly a few
companies have developed through significant imrest in research and development. Further, ustat# pnd
sheet in safety critical applications make quaityl product consistency critical factors. Suppliatst pass a
rigorous qualification process to sell to airframanufacturers. Additionally, significant investméminfrastructure
and specialized equipment is required to supply tieat plate and sheet.

Barriers to entry are lower for extruded and forgeaducts, mostly due to the lower required investhin
equipment. However, the products that we produessamewhat differentiated from the majority of prot sold b
competitors. We maintain a competitive advantagedigg application engineering and advanced process
engineering to distinguish our company and our pctel We believe our metallurgical expertise anutradled
manufacturing processes enable superior produsistency.

Employees

At December 31, 2007, we employed approximatel9@ fgersons, of which approximately 2,540 were
employed in our Fabricated Products business uaditsgproximately 60 were employed in our corpogaiceip,
most of whom are located in our offices in FootRifinch, California.

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

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

As part of our chapter 11 reorganization, we etémto a settlement with the United Steelworkerd)J8W,
regarding, among other things, pension and retiredical obligations. Under the terms of the settiethwe agreed
to adopt a position of neutrality regarding theamization of any of our employees.




Environmental Matters

We are subject to numerous environmental laws agdlations with respect to, among other thingsaad
water emissions and discharges; the generatiomg&ptreatment, transportation and disposal @ swid hazardot
waste; and the release of hazardous or toxic sutes$apollutants and contaminants into the envientm
Compliance with these environmental laws is andlagihtinue to be costly.

Our operations, including our operations condugtéol to our emergence from chapter 11 bankruptcjuily
2006, have subjected, and may in the future subjedb fines or penalties for alleged breachesnefronmental
laws and to obligations to perform investigationglean up of the environment. We may also be stilbjeclaims
from governmental authorities or third parties tedeto alleged injuries to the environment, humealth or natural
resources, including claims with respect to waspakal sites, the clean up of sites currenthoamerly used by us
or exposure of individuals to hazardous materiais; investigation, clean-up or other remediatiostspfines or
penalties, or costs to resolve third-party claimay be significant and could have a material advefect on our
financial position, results of operations and ciahs.

We have accrued, and will accrue as necessargpgis relating to the above matters that are redbpn
expected to be incurred based on available infaamaHowever, it is possible that actual costs midigr, perhaps
significantly, from the amounts expected or accraend such differences could have a material adwffect on oL
financial position, results of operations and c#sivs. In addition, new laws or regulations, or ©bas to existing
laws and regulations may occur, and we cannot as&ur as to the amount that we would have to speodmply
with such new or amended laws and regulationseeffects that they would have on our financialifas, results
of operations and cash flows.

Emergence From Reorganization Proceedings

From the first quarter of 2002 to June 30, 2006s&m@and 25 of its subsidiaries operated undertelndd of
the United States Bankruptcy Code under the sugiervdf the Bankruptcy Court. Pursuant to our Pkaiser and
its subsidiaries, which included all of our corbrfaated products facilities and operations an@% 4nterest in
Anglesey, emerged from chapter 11 on July 6, 2B@8suant to the Plan, all material pre-petitiontdgbnsion and
post-retirement medical obligations and asbestdsoéimer tort liabilities, along with other ppetition claims (whicl
in total aggregated at June 30, 2006 approxim&l4 billion) were addressed and resolved. Pursoathie Plan,
all of the equity interests of Kaiser’s peeaergence stockholders were cancelled without dersion. Equity of th
newly emerged Kaiser was issued and deliveredhadparty disbursing agent for distribution t@ichholders
pursuant to the Plan.

All financial statement information before July2D06 relates to Kaiser before emergence from chagte
(sometimes referred to herein as the “Predecesd€ai¥er after emergence is sometimes referre@tein as the
“Successor.” As more fully discussed below, theilele a number of differences between the findrstiatements
before and after emergence that will make compasisd future and past financial information difficand may
make it more difficult to assess our future prospbased on historical performance.

We also made some changes to our accounting pohecié procedures as part of the application olfratart”
accounting as required by the American Institut€eftified Professional Accountants Statement cfitikm 90-7
(“SOP 90-7"),Financial Reporting by Entities in Reorganizationdér the Bankruptcy Codsd the emergence
process. In general, our accounting policies azesttime as or similar to those historically usegrépare our
financial statements. In certain cases, howevedopted different accounting principles for, oplégd
methodologies differently to, our post emergennaritial statement information. For instance, wenged our
accounting methodologies with respect to inventmgounting. While we still account for inventor@sa
last-in, first-out (“LIFO”) basis after emergeneee are applying LIFO differently than we did in thast.
Specifically, we now view each quarter on a stamgilbasis for computing LIFO; in the past, we rdedrLIFO
amounts with a view to the entire fiscal year, vahiwith certain exceptions, tended to result inQI&harges being
recorded in the fourth quarter or second half efytear.
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Legal Structure

In connection with our Plan, we restructured amopdified our corporate structure. The result of siraplified
corporate structure is summarized as follows:

« We directly own 100% of the issued and outstandimayes of capital stock of Kaiser Aluminum Investise
Company, a Delaware corporatic* KAIC"), which functions as an intermediate holding comp:i

» KAIC owns 49% of the ownership interests of Angleaad 100% of the ownership interests of eacl

» Kaiser Aluminum Fabricated Products, LLC, a Delaaémited liability company (“KAFP”), which holds
the assets and liabilities associated with ouriEated Products business unit (excluding thosetsissel
liabilities associated with our London, Ontarioifiéyg);

» Kaiser Aluminum Canada Limited, an Ontario corpiora{“KACL"), which holds the assets and liabilisie
associated with our London, Ontario facility andtam former Canadian subsidiaries that were lgrgel
inactive;

« Kaiser Aluminum & Chemical Corporation, LLC, a Detare limited liability company (“KACC, LLC"),
which, as a successor by merger to Kaiser Alumigu@hemical Corporation, holds our remaining non-
operating assets and liabilities not assumed by K

» Kaiser Aluminium International, Inc., a Delawarearation which functions primarily as the selléoar
products delivered outside the United States;

« Trochus Insurance Co., Ltd., a corporation formeBérmuda which has historically functioned as a
captive insurance compar

Item 1A. Risk Factors

This Item may contain statements which constitfdesard-looking statements” within the meaning loé t
Private Securities Litigation Reform Act of 1996e$tem 1“Business — Forward Looking Statements” for
cautionary information with respect to such forwdodking statements. Such cautionary informationusdhde reac
as applying to all forward-looking statements wherethey appear in this Report. Forward-lookingtstaents are
not guarantees of future performance and involgaificant risks and uncertainties. Actual resultaynvary from
those in forward-looking statements as a result ofimber of factors including those we discussim litem and
elsewhere in this Report.

In addition to the factors discussed elsewheraigReport, the risks described below are thosehwvie
believe are the material risks we face. The ocoge®f any of the events discussed below couldfgigntly and
adversely affect our business, prospects, finawoiatlition, results of operations and cash flowwal as the
trading price of our common stock.

A reader may not be able to compare our historiéiakncial information to our financial information relating
to periods after our emergence from chapter 11 baukcy.

As a result of the effectiveness of our chapteplah of reorganization, our Plan, on July 6, 2006 ,are
operating our business under a new capital strectaraddition, we adopted fresh start reportingdoordance with
American Institute of Certified Public Accounta@satement of Position 90-7, or SOP 9(~inancial Reporting by
Entities in Reorganization Under the Bankruptcy €as of July 1, 2006. Because SOP 90-7 requires ascount
for our assets and liabilities at their fair valaessof the effectiveness of our Plan, our financtaddition and results
of operations from and after July 1, 2006 are wohgarable in some material respects to the finanoiadition or
results of operations reflected in our historigahhcial statements at dates or for periods paauly 1, 2006.

We operate in a highly competitive industry whicbudd adversely affect our profitability.

The fabricated products segment of the aluminumstrg is highly competitive. Competition in the esalf
fabricated aluminum products is based upon qualitgjlability, price and service, including deliygrerformance.
Many of our competitors are substantially largemthive are and have greater financial resourceswhato, and
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may have other strategic advantages, including reffi@ent technologies or lower raw material coQsir facilities
are primarily located in North America. To the exttéhat our competitors have production facilifiesated outside
North America, they may be able to produce sinpladucts at a lower cost. We may not be able tgzately
reduce costs to compete with these products. Isetkeompetition could cause a reduction in ourrsbigt volumes
and profitability or increase our expenditures, ang of which could have a material adverse effaabur financial
position, results of operations and cash flows.

Recent economic factors.

Over recent months, several banks and other finhmstitutions have announced multi-billion dolarite-
downs related to their exposure to mortgage-baskedrities and other financial instruments. THisng with other
factors, has led to a tightening in the credit reggkor certain borrowers. In addition, oil pridesse hit
unprecedented high levels and are having a negatipact on air carriers around the world. Furtlieeye is
uncertainty over the general direction of the l&&nomy. Although certain markets we serve, incigdierospace
and defense, remain strong, the impact of the pigte of oil or a downturn in the U.S. or globabaomy could
result in a decrease in demand for our productssecaur customers to fail to meet contractual camenits and
have a material adverse impact on our financiaitipos results of operations and cash flows.

We depend on a core group of significant customers.

In 2007, our largest fabricated products custofReliance, accounted for approximately 15% of obritated
products net sales, and our five largest custoamzsunted for approximately 36% of our fabricateatpcts net
sales. If our existing relationships with signifit@ustomers materially deteriorate or are terneici@nd we are not
successful in replacing lost business, our findrpmaition, results of operations and cash flowsldde materially
and adversely affected. In addition, a significdoivnturn in the business or financial conditioranf of our
significant customers could materially and adversélect our financial position, results of opesat and cash
flows.

Our industry is very sensitive to foreign economiegulatory and political factors that may advergedffect our
business.

We import primary aluminum from, and manufacturerfeated products used in, foreign countries. Ve al
own 49% of Anglesey. We purchase alumina to suipinglesey and we purchase aluminum from Angldsey
sale to a third party in the United Kingdom. Fastiorthe politically and economically diverse caigd in which we
operate or have customers or suppliers, includifigtion, fluctuations in currency and interesestcompetitive
factors, civil unrest and labor problems, couleeffour financial position, results of operationsd @ash flows. Our
financial position, results of operations and cialvs could also be adversely affected by:

« acts of war or terrorism or the threat of war erggsm;

« government regulation in the countries in whichaperate, service customers or purchase raw mate

« the implementation of controls on imports, exportgrices;

« the adoption of new forms of taxation and dut

« the imposition of currency restrictior

« the nationalization or appropriation of rights ¢ner assets; ar

« trade disputes involving countries in which we @er service customers or purchase raw mate
The aerospace industry is cyclical and downturnstive aerospace industry, including downturns resog
from acts of terrorism, could adversely affect orgvenues and profitability.

We derive a significant portion of our revenue frpmducts sold to the aerospace industry, whidtighkly
cyclical and tends to decline in response to oVdradlines in industrial production. As a resuliy business is
affected by overall levels of industrial productiand fluctuations in the aerospace industry. Theroercial
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aerospace industry is historically driven by thendad from commercial airlines for new aircraft. Dmard for
commercial aircraft is influenced by airline indysprofitability, trends in airline passenger tiaffby the state of
the U.S. and world economies and numerous oth&sriadncluding the effects of terrorism. The naifif aerospace
cycle is highly dependent on U.S. and foreign gorent funding; however, it is also driven by thizefs of
terrorism, a changing global political environmdutS. foreign policy, regulatory changes, the estient of older
aircraft and technological improvements to newraiiteengines that increase reliability. The timidgration and
severity of cyclical upturns and downturns canr@phkedicted with certainty. A future downturn oduetion in
demand could have a material adverse effect ofimamcial position, results of operations and céaivs.

In addition, because we and other suppliers ararekpg production capacity, heat treat plate pnoayg
eventually begin to decrease as production capaxitgases or demand decreases. Although we halermented
cost reduction and sales growth initiatives to mize the impact on our results of operations, as tieat plate
prices return to more typical historical levelggh initiatives may not be adequate and our fidupaisition, results
of operations and cash flows may be adversely t&ifeSimilarly, additional delays in the ramp ugodduction of
new commercial aircraft programs could substaptiEtuce near-term demand for certain of our prtsduc
reduction in anticipated demand could have a nadtadverse effect on our financial position, resoftoperations
and cash flows.

A number of major airlines have also recently ugdee chapter 11 bankruptcy and continue to expegien
financial strain from high fuel prices. Continuédaincial instability in the industry may lead talueed demand for
new aircraft that utilize our products, which coaldiversely affect our financial position, result®perations and
cash flows.

The aerospace industry suffered significantly iwake of the events of September 11, 2001, raguhia
sharp decrease globally in new commercial airclelitveries and order cancellations or deferralshigymajor
airlines. This decrease reduced the demand foAers/HS products. While there has been a recovape001,
the threat of terrorism and fears of future tesiaicts could negatively affect the aerospace inglasd our
financial position, results of operations and ciaivs.

Our customers may reduce their demand for aluminyaroducts in favor of alternative materials.

Our fabricated aluminum products compete with potslunade from other materials, such as steel and
composites, for various applications. For instatite,commercial aerospace industry has used arithues to
evaluate the further use of alternative matermisltminum, such as composites, in order to retlueaveight and
increase the fuel efficiency of aircraft. The williness of customers to accept substitutions fonialum or the
ability of large customers to exert leverage innarketplace to reduce the pricing for fabricatiedrénum product:
could adversely affect the demand for our prodymasticularly our aerospace and high strength prtsjand thus
adversely affect our financial position, resultopérations and cash flows.

Further downturns in the automotive industry couladversely affect our net sales and profitability.

The demand for many of our general engineeringcarstbm products is dependent on the production of
automobiles, light trucks and heavy duty vehicteblorth America. The automotive industry is highijclical, as
new vehicle demand is dependent on consumer speadihis tied closely to the overall strength @ Worth
American economy. The North American automotiveustdy is facing costly inventory corrections whimuld
adversely affect our net sales and profitabilitylfiple production cuts by heavy duty truck and ondjnited States
automobile manufacturers in recent years may coatin adversely affect the demand for our prodddis. North
American automotive manufacturers are also burdeitdsubstantial structural costs, including pensind
healthcare costs that impact their profitabilityldabor relations. If the financial condition oee auto
manufacturers continues to be unsteady or if arithese automobile manufacturers seek restructorimglief
through bankruptcy proceedings, the demand fopoaducts may decline, adversely affecting our atdssand
profitability. Similarly, any decline in the demafat new automobiles, particularly in the United®s, could have
a material adverse effect on our financial posijtresults of operations and cash flows. Seasoraliperienced by
the automotive industry in the third and fourth dees of the calendar year also affects our fir@nmosition, results
of operations and cash flows.
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Changes in consumer demand may adversely affect@perations which supply automotive end use

Recent and any future increases in energy codtsdhnaumers incur is resulting in shifts in consud@mand
away from motor vehicles that typically have a leighontent of the products we currently supply hsag light
trucks and SUVs. The loss of business with resigedr a lack of commercial success of, one or nparéicular
vehicle models for which we are a significant sigiptould have an adverse impact on our finanaaltfon, result:
of operations and cash flows.

We may not be able to successfully negotiate pigciarms with our automotive customers.

Cost cutting initiatives that our automotive custwmhave adopted generally result in increased dawnh
pressure on pricing and our automotive customgisajly seek agreements requiring reductions inipgi over the
period of production. Pricing pressure may incrdastler, particularly in North America, as Northm&rican
manufacturers pursue cost cutting initiatives. ¢f are unable to generate sufficient production sagings in the
future to offset any required price reductions financial position, results of operations and césvs could be
adversely impacted.

Because our products are often components of oustaumers’ products, reductions in demand for our plects
may be more severe than, and may occur prior tougttbns in demand for, our customers’ products.

Our products are often components of the end-pitsdhfcour customers. Customers purchasing ourdaterl
aluminum products, such as those in the cyclicadraotive and aerospace industries, generally reqigmificant
lead time in the production of their own produdtserefore, demand for our products may increas® psidemand
for our customers’ products. Conversely, demanaésrproducts may decrease as our customers attcip
downturn in their respective businesses. As derfianadur customers’ products begins to soften, aist@mers
typically reduce or eliminate their demand for puwducts and meet the reduced demand for theiuptsdising
their own inventory without replenishing that intery, which results in a reduction in demand for products that
is greater than the reduction in demand for thesdpcts. This amplified reduction in demand for ptrducts in the
event of a downswing in our customers’ respectivgiesses (de-stocking) may adversely affect oanfial
position, results of operations and cash flows.

Our business is subject to unplanned business inigtions which may adversely affect our performance

The production of aluminum and fabricated alumimmoducts is subject to unplanned events such as
explosions, fires, inclement weather, natural desas accidents, transportation interruptions amply
interruptions. Operational interruptions at onenmre of our production facilities, particularly émtuptions at our
Trentwood facility in Spokane, Washington where production of plate and sheet is concentrateddotause
substantial losses in our production capacity.iarrhore, because customers may be dependent areglan
deliveries from us, customers that have to resdedatieir own production due to our delivery delayay be able to
pursue financial claims against us, and we mayrinosts to correct such problems in addition to laatyility
resulting from such claims. Such interruptions ralp harm our reputation among actual and potectistomers,
potentially resulting in a loss of business. Todhtent these losses are not covered by insurancdinancial
position, results of operations and cash flows tmaadversely affected by such events.

Covenants and events of default in our debt instremts could limit our ability to undertake certairypes of
transactions and adversely affect our liquidity.

Our revolving credit facility contains negative dimthncial covenants and events of default that fimaig our
financial flexibility and ability to undertake carh types of transactions. For instance, we argestito negative
covenants that restrict our activities, includiegtrictions on creating liens, engaging in mergewasolidations and
sales of assets, incurring indebtedness, provigiraganties, engaging in different businesses, mydkians and
investments, making certain dividends, debt andratbstricted payments, making certain prepaymats
indebtedness, engaging in certain transactionsafiiliates and entering into certain restrictigg@ements. If we
fail to satisfy the covenants set forth in our deirg credit facility or another event of defaultaurs under the
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revolving credit facility, we could be prohibitertbf borrowing for our working capital needs. If e&nnot borrow
under the revolving credit facility to meet our \Wimg capital needs, we could be required to seeltiadal
financing, if available, or curtail our operatiodgiditional financing may not be available on comanaly
acceptable terms, or at all. If the revolving ctdaltility is terminated and we do not have suéfiti cash on hand to
pay any amounts due, we could be required to sedita or to obtain additional financing.

We depend on our subsidiaries for cash to meet obligations and pay any dividends.

We are a holding company. Our subsidiaries condllicf our operations and own substantially albaf
assets. Consequently, our cash flow and our aldityeet our obligations or pay dividends to oockholders
depend upon the cash flow of our subsidiaries hagptiyment of funds by our subsidiaries to us énfeiim of
dividends, tax sharing payments or otherwise. @bskgliaries’ ability to provide funding will deperh their
earnings, the terms of their indebtedness (inclythe revolving credit facility), tax considerat@and legal
restrictions.

We may not be able to successfully implement owdarctivity and cost reduction initiatives.

We have undertaken and expect to continue to uskiegroductivity and cost reduction initiativesrgprove
performance, including deployment of company-widsibess improvement methodologies, such as ouuptio
system, the Kaiser Production System, which invelie integrated utilization of application and alsed process
engineering and business improvement methodolagiels as Lean Enterprise, Total Productive Mainteeamd
Six Sigma. We cannot assure you that all of theiatives will be completed or beneficial to ustbat any
estimated cost saving from such activities willfoky realized. Even when we are able to generate efficiencies
successfully in the short to medium term, we matyboable to continue to reduce cost and increesduptivity
over the long term.

Our profitability could be adversely affected bycieases in the cost of raw materials and freight.

The price of primary aluminum has historically beesject to significant cyclical price fluctuatigramd the
timing of changes in the market price of alumingntargely unpredictable. Although our pricing obfeated
aluminum products is generally intended to passigtkeof price fluctuations on to our customers, way not be
able to pass on the entire cost of such increasesrtcustomers or offset fully the effects of keghosts for other
raw materials, which may cause our profitabilitydtxcline. There will also be a potential time lagvieen increases
in prices for raw materials under our purchasereets and the point when we can implement a cooredipg
increase in price under our sales contracts witlcastomers. As a result, we may be exposed ttufiions in raw
material prices, including aluminum, since, durihg time lag, we may have to bear the additionst obthe price
increase under our purchase contracts. If thesgi®weere to occur, they could have a material adveffect on our
financial position, results of operations and cialvs. Furthermore, we are party to arrangemensedan fixed
prices so that we bear the entire risk of risingrahum prices, which may cause our profitabilitydexline. In
addition, an increase in raw material prices mayseaome of our customers to substitute other raktdéor our
products, adversely affecting our financial positicesults of operations and cash flows due to hathcrease in the
sales of fabricated aluminum products and a deer@ademand for the primary aluminum produced ajlésey.

We are responsible for selling and delivering ahsrto Anglesey in proportion to our ownership patage at
a predetermined price. Such alumina is purchasddrwontracts that extends through August 2009ieg¢ptied to
primary aluminum prices. In addition we deliveréé alumina to Anglesey under the terms of a fredgintract that
expired at the end of 2007. Current freight ratessabstantially higher than rates under the fortnatract. We
cannot assure you that we will be able to secw@uace of alumina at comparable process for thegeairter
August of 2009. If we are unable to do so or freiglies do not improve, our financial position,ules of operations
and cash flows associated with our Primarily Alunsmmbusiness segment may be adversely affected.

The price volatility of energy costs may adversaffect our profitability.

Our income and cash flows depend on the marginefired and variable expenses (including energyst@d
which we are able to sell our fabricated aluminudpcts. The volatility in costs of fuel, principahatural gas,
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and other utility services, principally electrigitysed by our production facilities affect opergtaosts. Fuel and
utility prices have been, and will continue to Bffected by factors outside our control, such gpluand demand
for fuel and utility services in both local and i@tal markets. The daily closing price of the frombnth futures
contract for natural gas per million British thefroaits as reported on NYMEX ranged between $5:188%8.64 in
2007, $4.20 and $10.63 in 2006 and $5.79 and $16.3805. Typically, electricity prices fluctuatetivnatural gas
prices which increases our exposure to energy .destare increases in fuel and utility prices mayéan adverse
effect on our financial position, results of op@as and cash flows.

Our hedging programs may limit the income and cafétws we would otherwise expect to receive if our
hedging program were not in place.

From time to time in the ordinary course of bussege may enter into hedging transactions to louit
exposure to price risks relating to primary alunminprices, energy prices and foreign currency. Eoetktent that
these hedging transactions fix prices or exchaatgsand the prices for primary aluminum exceedixiee or
ceiling prices established by these hedging trdimsacor energy costs or foreign exchange ratebelmv the fixed
prices, our income and cash flows will be lowemtitfizey otherwise would have been. Additionallytite extent the
primary aluminum prices, energy prices and/or fymaiurrency exchange rates deviate materially dwdraely
from fixed or ceiling prices or rates establishgdbtstanding hedging transactions, we could imeargin calls
which could adversely impact our liquidity.

The expiration of the power agreement for Anglesegy adversely affect our cash flows and affect dwadging
programs.

The agreement under which Anglesey receives powgres in September 2009, and the nuclear faciitych
supplies such power is scheduled to cease opesatidt010. As of the date of this Report, Angleksag not
identified a source from which to obtain sufficigmwer to sustain its operations on reasonablypdabée terms
after the expiration of the current agreement ipt&mber 2009, and we cannot assure you that Angletieoe able
to do so. If, as a result, Anglesey’s aluminum ridun is curtailed or its costs are increased,aash flows may be
adversely affected. In addition, any decrease iglésey’s production would reduce or eliminate thattiral hedge”
against rising primary aluminum prices created by marticipation in the primary aluminum market and
accordingly, we may deem it appropriate to increagehedging activity to limit exposure to suchcprrisks,
potentially adversely affecting our financial pasit, results of operations and cash flows.

If Anglesey cannot obtain sufficient power on adebfe terms, Anglesey’s aluminum reduction operetiwill
likely be shut down. Given the potential for futwteut down and related costs, Anglesey temporatigpended
dividends during the last half of 2006 and thet firalf of 2007 while it studied future cash reqoients. Based on a
review of cash anticipated to be available for fatcash requirements, Anglesey removed the tempetapension
of dividends and declared dividends in August 2806d November 2007. The shut down may involve Sicpnift
costs to Anglesey which could decrease or elimiitatability to pay dividends. The process of singtdown
aluminum reduction operations may involve transittomplications which may prevent Anglesey fromrafiag its
aluminum reduction operations at full capacity Ltite expiration of the power contract. As a resolir financial
position, results of operations and cash flows tmapegatively affected even before the Septemi@9 2@piration
of the power contract.

We are exposed to fluctuations in foreign curreneychange rates and interest rates, as well as itifla and
other economic factors in the countries in which veperate.

Economic factors, including inflation and fluctuats in foreign currency exchange rates and intea¢ss in th:
countries in which we operate, could affect ouerawes, expenses and results of operations. Ircplarj lower
valuation of the U.S. dollar against other curreacparticularly the Canadian dollar, Euro andigriPound
Sterling, may affect our profitability as some imfamt raw materials are purchased in other curesnevhile
products generally are sold in U.S. dollars.
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Our ability to keep key management and other pensehin place and our ability to attract managemesubd
other personnel may affect our performance.

We depend on our senior executive officers andrdteg personnel to run our business. The loss pfodithest
officers or other key personnel could materially adlversely affect our operations. Competitiondfioalified
employees among companies that rely heavily onnerging and technology is intense, and the losgialified
employees or an inability to attract, retain andivade additional highly skilled employees requifedthe
operation and expansion of our business could hiodeability to improve manufacturing operationsnduct
research activities successfully or develop matketproducts.

Our production costs may increase and we may nattain our sales and earnings if we fail to maintain
satisfactory labor relations.

A significant number of our employees are represgbly labor unions under labor contracts with vagyi
durations and expiration dates. All of these catsraurrently expire in 2009 and 2010, includingaacontracts
with the USW covering four of our manufacturingdtions and approximately 1,055, or 41%, of our @ygés
scheduled to expire in the Fall of 2010. We mayhbw®able to renegotiate these or our other labotracts on
satisfactory terms when they expire. As part of sungh renegotiation, we may reach agreements esghect to
future wages and benefits that could materially advkrsely affect our future financial positiorsukts of
operations and cash flows. In addition, such nagjotis could divert management attention or résulhion-
initiated work actions, including strikes or wotlogpages that could have a material adverse effeour financial
position, results of operations and cash flows. &d@er, the existence of labor agreements may meept such
union-initiated work actions.

Our business is regulated by a wide variety of Heand safety laws and regulations and compliancaybe
costly and may adversely affect our results of at@ns.

Our operations are regulated by a wide varietysafith and safety laws and regulations. Compliarite tvese
laws and regulations may be costly and could havnatarial adverse effect on our results of openatitn addition,
these laws and regulations are subject to changeyaime, and we can give you no assurance deteffect that
any such changes would have on our operationseartfount that we would have to spend to comply sutth law
and regulations as so changed.

Environmental compliance, clean up and damage claimay decrease our cash flow and adversely affect o
results of operations.

We are subject to numerous environmental laws agdlations with respect to, among other thingsaad
water emissions and discharges; the generatiomg&ptreatment, transportation and disposal @ swid hazardot
waste; and the release of hazardous or toxic sutes$apollutants and contaminants into the envientm
Compliance with these environmental laws is andlagihtinue to be costly.

Our operations, including our operations condugtéar to our emergence from chapter 11 bankrugtaye
subjected, and may in the future subject, us tesfior penalties for alleged breaches of environahéat's and to
obligations to perform investigations or clean @iphe environment. We may also be subject to cldnms
governmental authorities or third parties relatedlteged injuries to the environment, human healthatural
resources, including claims with respect to waspakal sites, the clean up of sites currenthoamerly used by us
or exposure of individuals to hazardous materiais; investigation, clean-up or other remediatiostspfines or
penalties, or costs to resolve third-party clainas/rbe significant and could have a material adveffeet on our
financial position, results of operations and ciaivs.

We have accrued, and will accrue, for costs redatiinthe above matters that are reasonably expéezteel
incurred based on available information. Howeueis possible that actual costs may differ, pertggsificantly,
from the amounts expected or accrued, and suctrédif€es could have a material adverse effect ofirancial
position, results of operations and cash flowsaddition, new laws or regulations or changes teteg laws and
regulations may occur, and we cannot assure ytw the amount that we would have to spend to comjily such
new or amended laws and regulations or the effaatsthey would have on our financial positionutesof
operations and cash flows.
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Other legal proceedings or investigations or chasge the laws and regulations to which we are sutijenay
adversely affect our results of operations.

In addition to the matters described above, we fraay time to time be involved in, or be the subjef;t
disputes, proceedings and investigations with r&dpea variety of matters, including matters retato personal
injury, employees, taxes and contracts, as weitlaar disputes and proceedings that arise in ti@any course of
business. It could be costly to defend againsttleems or any investigations involving them, wiestmeritorious
or not, and legal proceedings and investigationsgocdivert management’s attention as well as opmrat
resources, negatively affecting our financial positresults of operations and cash flows. It caléb be costly to
make payments on account of any such claims.

Additionally, as with the environmental laws andukations to which we are subject, the other lang a
regulations which govern our business are subjechange at any time, and we cannot assure yauthe amount
that we would have to spend to comply with suchslawd regulations as so changed or otherwisetas &ffect
that any such changes would have on our operations.

Product liability claims against us could result isignificant costs or negatively affect our repuiat and could
adversely affect our results of operations.

We are sometimes exposed to warranty and prodmtity claims. We cannot assure you that we will n
experience material product liability losses agsirom such claims in the future. We generally n&iminsurance
against many product liability risks but we canassure you that our coverage will be adequatedbilities
ultimately incurred. In addition, we cannot assywa that insurance will continue to be availablei$oon terms
acceptable to us. A successful claim that exceadawailable insurance coverage could have a nahiiverse
effect on our financial position, results of opéras and cash flows.

Our Trentwood expansion and rod, bar, and tube ist@ent projects may not be completed as scheduled.

We are currently in the process of a $139 millimpansion of production capacity and gauge capgfatiour
Trentwood facility which includes the final $34 tioh follow-on investment announced in June 200hilé/the
first two phases were successfully completed aebwber 31, 2007, our ability to complete the finahge of this
project, and the timing and costs of doing so,saifgect to various risks associated with all majmrstruction
projects, many of which are beyond our controlludig technical or mechanical problems. If comipletof the
final phase is significantly delayed or interuptsguction, we may lose production or be unable éehshipping
deadlines on time or at all, which would adverssdfgct our results of operations, may lead toditign and may
damage our relationships with these customers andeputation generally.

In the third quarter of 2007 we announced a $9lianiinvestment in our rod, bar, and tube valueastn
including the development of a production faciktypected to be in Kalamazoo, Michigan. If we arehla to fully
complete these projects or if the actual cost$Hese projects exceed our current expectationdjreancial positior
results of operations and cash flows could be afgaffected.

We may not be able to successfully execute ourtetyg of growth through acquisitions.

A component of our growth strategy is to acquitarifzated products assets in order to complemenpmgduct
portfolio. Our ability to do so will be dependemgan a number of factors, including our ability dentify acceptabl
acquisition candidates, consummate acquisitionfgworable terms, successfully integrate acquiresgtss obtain
financing to fund acquisitions and support our gioand many other factors beyond our control. R&sociated
with acquisitions include those relating to:

« diversion of manageme’s time and attention from our existing busint
« challenges in managing the increased scope, geugrdipersity and complexity of operatior

- difficulties integrating the financial, technologland management standards, processes, proceghares
controls of the acquired business with those ofexisting operations
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« liability for known or unknown environmental cornidits or other contingent liabilities not covered by
indemnification or insuranc:

« greater than anticipated expenditures requireddarpliance with environmental or other regulatory
standards or for investments to improve operatasglts;

« difficulties achieving anticipated operational impements
* incurrence of indebtedness to finance acquisit@rsapital expenditures relating to acquired assetd

« issuance of additional equity, which could resulfurther dilution of the ownership interests ofstixg
stockholders

We may not be successful in acquiring additionaétss and any acquisitions that we do consummayenoia
produce the anticipated benefits or may have adwffects on our financial position, results of giens and cash
flows.

We are exposed to risks relating to evaluationsohtrols required by Section 404 of the Sarbar@sgley Act of
2002.

We are required to comply with Section 404 of theb@nes-Oxley Act of 2002. While we have conclutthed
at December 31, 2007 we have no material weakn@sses internal controls over financial reportiwg cannot
assure you that we will not have a material weakiveshe future. A “material weakness” is a contteficiency, or
combination of significant deficiencies that resuit more than a remote likelihood that a matemimistatement of
the annual or interim financial statements will betprevented or detected. If we fail to maintasystem of intern:
controls over financial reporting that meets thguirzments of Section 404, we might be subjecatasons or
investigation by regulatory authorities such asSE€ or by the NASDAQ Stock Market LLC. Additionglfailure
to comply with Section 404 or the report by us ohaerial weakness may cause investors to losedemtie in our
financial statements and our stock price may bewsdly affected. If we fail to remedy any matewalakness, our
financial statements may be inaccurate, we mayhaeot access to the capital markets, and our stook may be
adversely affected.

We may not be able to adequately protect proprigtaghts to our technology.

Our success will depend in part upon our propnetechnology and processes. Although we attemptdtect
our intellectual property through patents, traddmatrade secrets, copyrights, confidentiality anddisclosure
agreements and other measures, these measure®nimyadequate to protect such intellectual prgpert
particularly in foreign countries where the lawsynadfer significantly less intellectual propertygpection than is
offered by the laws of the United States. In additiany attempts to enforce our intellectual propeghts, even if
successful, could result in costly and prolonggdadtion, divert management’s attention and advgrs#ect our
results of operations and cash flows. Failure ®qadtely protect our intellectual property may adely affect our
results of operations as our competitors wouldhbde # utilize such property without having hadrtour the costs
of developing it, thus potentially reducing ouratéle profitability. Furthermore, we may be subjgctlaims that
our technology infringes the intellectual propeights of another. Even if without merit, thoseila could result i
costly and prolonged litigation, divert managemgiattention and adversely affect our income ant #lawss. In
addition, we may be required to enter into licegsigreements in order to continue using technolbglyis
important to our business. However, we may be unttbbbtain license agreements on acceptable teviish
could negatively affect our financial position, ults of operations and cash flows.

We may not be able to utilize all of our net operaf loss carry-forwards.

We have net operating loss carry-forwards and aiggificant U.S. tax attributes that we believeldooffset
otherwise taxable income in the United States. &¢dnber 31, 2007, these tax attributes could tegetifiset
$897.5 million of otherwise taxable income. The amtoof net operating loss carfgrwards available in any year
offset our net taxable income will be reduced onelated if we experience an “ownership changg'tefined in th
Internal Revenue Code (the “Code”). Upon our emezgdrom chapter 11 bankruptcy, we entered intimeks
transfer restriction agreement with our largestlgtolder, a VEBA that provides benefits for certaligible
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retirees represented by certain unions and theinsgs and eligible dependents (which we refer the&/nion
VEBA), and our certificate of incorporation was arded to prohibit and void certain transfers of common stocl
Both reduce the risk that an ownership changejeglbardize our net operating loss carry-forwardscdtise

U.S. tax law limits the time during which carry-feards may be applied against future taxes, we mapa@able to
take full advantage of the carry-forwards for fedéncome tax purposes. In addition, the tax laeggining to net
operating loss carry-forwards may be changed fiiom to time such that the net operating loss ctorwards may
be reduced or eliminated. If the net operating tassy-forwards become unavailable to us or ary futilized, our
future income will not be shielded from federaldnte taxation, thereby reducing funds otherwiselalbks for
general corporate purposes.

Transfer restrictions and other factors could hindéhe market for our common stock.

In order to reduce the risk that any change inovumership would jeopardize the preservation of our
U.S. federal income tax attributes, including ne¢mating loss carry-forwards, for purposes of $ecti382 and 383
of the Code, upon emergence from chapter 11 batdyruwe entered into a stock transfer restrictigreament witt
our largest stockholder, the Union VEBA, and amehaled restated our certificate of incorporatiomtdude
restrictions on transfers involving 5% ownershipe$e transfer restrictions could hinder the maidedur commor
stock. In addition, the market price of our comnstock may be subject to significant fluctuationsésponse to
numerous factors, including variations in our admmuauarterly financial results or those of oungetitors,
changes by financial analysts in their estimatesuoffuture earnings, substantial amounts of oumroon stock
being sold into the public markets upon the exjmrabf share transfer restrictions, which expirduty 2016, or
upon the occurrence of certain events relating.®. thx benefits available under section 382 ofGhde, condition
in the economy or stock market in general or inf#igicated aluminum products industry in particua
unfavorable publicity.

We may not be able to engage in or approve certeagmsactions involving our common shares without
impairing the use our federal income tax attributes

Section 382 of the Code affects our ability to agefederal income tax attributes, including out oygerating
loss carryforwards, following a more than 50% change in owhgr during any period of 36 consecutive month:
as determined under the Code, an “ownership cha@gatain transactions may be included in the datimn of an
ownership change, including transactions invohdiig repurchase of our common shares, our issudnueno
common shares, the sale of additional common shgrése Union VEBA, any person or group of persons
becoming a 5% holder of our common shares and #jdder increasing the number of common sharesk hel
Transactions included in the calculation of an oshigp change may limit our ability to engage irapprove
additional transactions during the balance of fh@ieable 36 month period without affecting ourlépito use our
federal income tax attributes. The limitation om mability to engage in or approve additional sactions may
adversely impact the market for our common shamesoar ability to pursue certain transactions,udatg the
repurchase of our common shares or to raise capitaé equity markets and/or to issue new comnhames to
pursue external growth opportunities.

Our net sales, operating results and profitabilityay vary from period to period, which may lead tolatility in
the trading price of our stock.

Our financial and operating results may be sigaifity below the expectations of public market asgand
investors and the price of our common stock mayimedue to the following factors:

« volatility in the spot market for primary aluminuand energy cost
« changes in the volume, price and mix of the prosluet sell;

« our annual accruals for variable payment obligatitmthe Union VEBA and another VEBA that provides
benefits for certain other eligible retirees angittisurviving spouses and eligible dependents (whie refer
to as the Salaried VEBA

» nor-cash charges includirlasr-in, first-out, or LIFO, inventory charges and impairme
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« global economic condition:

 unanticipated interruptions of our operations fioy eeason
* variations in the maintenance needs for our féedj
 unanticipated changes in our labor relatic

« cyclical aspects impacting demand for our prod st

* reductions in defense spendi

Our annual variable payment obligations to the Umid/EBA and Salaried VEBA are linked with our
profitability, which means that not all of our eatings will be available to our stockholders.

We are obligated to make annual payments to thertUMEBA and Salaried VEBA calculated based on our
profitability and therefore not all of our earningsl be available to our stockholders. The aggteganount of our
annual payments to these VEBAs is capped howek2@million and is subject to other limitationss A result of
these payment obligations, our earnings and casisfinay be reduced. Although our obligation to maeual
payments to the Union VEBA terminates for periodgibning after December 31, 2012, the Union VEB/Attrer
groups representing our current and future retiaagly employees may seek to extend our obligdtieyond the
termination date. Any such extension could haveatenal adverse effect on our financial positiesults of
operations and cash flows.

A significant percentage of our stock is held byetiunion VEBA which may exert significant influencever us.

The Union VEBA owns 23.5% of our common stock a®etember 31, 2007. As a result, the Union VEBA
has significant influence over matters requirirackholder approval, including the composition of Board of
Directors. Further, to the extent that the UniorBAEand other substantial stockholders were toracbincert, they
could potentially control any action taken by otac&holders. This concentration of ownership calib facilitate
or hinder proxy contests, tender offers, open ntggkiechase programs, mergers or other purchasas @ommon
stock that might otherwise give stockholders thpasfunity to realize a premium over the then prigvgimarket
price of our common stock or cause the market prfcar common stock to decline. We cannot assatetlyat the
interests of our major stockholders will not coctflivith our interests or the interests of our otiheestors.

The USW has director nomination rights through whidt may influence us, and USW interests may nogal
with our interests or the interests of our otheniastors.

Pursuant to an agreement, the United Steel, PapidfFarestry, Rubber, Manufacturing, Energy, Allied
Industrial and Service Workers International UnidfL-ClO, CLC, or USW, has been granted rights aeimate
candidates which, if elected, would constitute 4806ur Board of Directors through December 31, 28t@hich
time the USW is required to cause any director maneid by the USW to submit his or her resignatioaur Board
of Directors, which submission our Board of Dirastmay accept or reject in its discretion. As ailteshe directors
nominated by the USW may have a significant vaicthe decisions of our Board of Directors. It isgible that the
USW may seek to extend the term of the agreemehitamight to nominate board members beyond 202 a
continue its ability to have a significant voicetive decisions of our Board of Directors.

Payment of dividends may not continue in the futumed our payment of dividends and stock repurchaaes
subject to restriction.

In June 2007, our Board of Directors initiated plagyment of a regular quarterly cash dividend ol 8Ger
common share per quarter. A quarterly cash dividesdbeen paid in each subsequent quarter. Fugalardtion
and payment of dividends, if any, will be at theadetion of the Board of Directors and will be degent upon our
results of operations, financial condition, castuieements, future prospects and other factorscéivegive no
assurance that any dividends will be declared aid ip the future. Our revolving credit facility mantly restricts
our ability to pay any dividends or purchase angwf stock. Under our revolving credit facility, wigay pay cash
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dividends only if we are not in default or wouldtihe in default as a result of the dividends, amdianited to an
amount based on a portion of cumulative earningsphdividends, as adjusted for certain other ¢abws.

Our certificate of incorporation includes transferestrictions that may void transactions in our conom stock
effected by 5% stockholders.

Our certificate of incorporation places restrican transfer of our equity securities if eithertfle transferor
holds 5% or more of the fair market value of albof issued and outstanding equity securities pag2a result of
the transfer, either any person would become si&% atockholder or the percentage stock ownershgmy such
5% stockholder would be increased. These restnistave subject to exceptions set forth in our feeate of
incorporation. Any transfer that violates theserretions will be unwound as provided in our cectte of
incorporation. Moreover, as indicated below, thesevisions may make our stock less attractive tgdanstitutione
holders, and may also discourage potential acaquirem attempting to take over our company. Assaltethese
transfer restrictions may have the effect of delgyor deterring a change of control of our compang may limit
the price that investors might be willing to paytie future for shares of our common stock.

Delaware law, our governing documents and the stoidasfer restriction agreement we entered intoat of
our Plan may impede or discourage a takeover, whituld adversely affect the value of our commoncito

Provisions of Delaware law, our certificate of inporation and the stock transfer restriction agretrwith the
Union VEBA may have the effect of discouraging arfpe of control of our company or deterring teraféars for
our common stock. We are currently subject to takeover provisions under Delaware law. These takdover
provisions impose various impediments to the abdita third party to acquire control of us, eveéa change of
control would be beneficial to our existing stocldess. Additionally, provisions of our certificaté incorporation
and bylaws impose various procedural and otherimreapents, which could make it more difficult fooskholders t
effect some corporate actions. For example, odificate of incorporation authorizes our Board afdators to
determine the rights, preferences and privilegesrastrictions of unissued shares of preferredkstathout any
vote or action by our stockholders. Thus, our BadrDirectors can authorize and issue shares dépeal stock
with voting or conversion rights that could advéysafect the voting or other rights of holdersamimmon stock.
Our certificate of incorporation also divides owdsd of Directors into three classes of directon® werve for
staggered terms. A significant effect of a classlifboard of directors may be to deter hostile ta&eattempts
because an acquirer could experience delays inaiegl a majority of directors. Moreover, stockhotdare not
permitted to call a special meeting. As indicatbdwe, our certificate of incorporation prohibitsteén transactions
in our common stock involving 5% stockholders ortiga who would become 5% stockholders as a restitte
transaction. In addition, we are party to a stoakgfer restriction agreement with the Union VEBAieh limits its
ability to transfer our common stock. The geneffdat of the transfer restrictions in the stocknsger restriction
agreement and our certificate of incorporatiomisiisure that a change in ownership of more thé&t @four
outstanding common stock cannot occur in any tigesg-period. These rights and provisions may hhageffect of
delaying or deterring a change of control of oumpany and may limit the price that investors migitwilling to
pay in the future for shares of our common stock.

Item 1B. Unresolved Staff Comments

None.
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Item 2. Properties

The locations of the principal plants and otherariatly important physical properties relating tar ¢-abricate:
Products business unit are below:

Location Square footagr  Owned or Leasec
Chandler, Arizon: 57,00( Lease(1)
Greenwood, South Carolit 134,00( Ownec
Jackson, Tenness 310,00( Ownec
London, Ontario (Canad: 274,00( Ownec
Los Angeles, Californii 178,00( Lease(2)
Newark, Ohic 1,293,001 Ownec
Richland, Washingto 48,00( Lease(3)
Richmond, Virginia 443,00( Ownec
Plainfield, Illinois 80,00( Leasei(4)
Sherman, Texs 313,00t Ownec
Spokane, Washingtc 2,854,000  Owned/Lease(5)
Tulsa, Oklahomi 23,00( Ownec
Total 6,007,001

(1) The Chandler, Arizona facility is subject to a keagth a primary lease term that expires in 2038. Wdve
certain extension rights in respect of the Chanldlese

(2) The Los Angeles, California facility is subjectadease with a 2014 expiration de

(3) The Richland, Washington facility is subject taeade with a 2011 expiration date, subject to cedziension
rights held by us

(4) The Plainfield, lllinois facility is subject to adse with a 2010 expiration date with a renewabopubject to
certain terms and conditior

(5) 2,733,000 square feet is owned and 121,000 sqaatésfleased with a 2010 expiration date withnewel
option subject to certain terms and conditic

Plants and equipment and other facilities are gdilyan good condition and suitable for their intkedl uses.

Our corporate headquarters located in Foothill Ra@alifornia, is a leased facility consisting df, 200 square
feet.

Our obligations under the revolving credit facilaye secured by, among other things, liens on our
U.S. production facilities. See Note 8 of Note€tisolidated Financial Statements included in I8ffFinancial
Statements and Supplementary Data” for furthendision.

Item 3. Legal Proceeding:

Reorganization Proceedings

The discussion in Item 1. “Business — Emergencm fReorganization Proceedings” and Notes 2 and 19 of
Notes to Consolidated Financial Statements includétgm 8.“Financial Statements and Supplementary Data” are
incorporated herein by reference. Pursuant to tar,®n July 6, 2006, the ppetition ownership interests of Kais
were cancelled without consideration and approxétye®4.4 billion of pre-petition claims against irg;luding
claims in respect of debt, pension and postretiremmedical obligations and asbestos and othelfisdnitities were
resolved on our emergence from chapter 11 bankyuptc

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

No matters were submitted to a vote of our secindtgers during the fourth quarter of 2007.
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PART Il

Item 5. Market for Registran’s Common Equity and Related Stockholder Matt:
Market Information
Our outstanding common stock is traded on the Np&labal Select Market under the ticker symbol “KIAL

The following table sets forth the high and lowesatices of our common stock for each quarterlyogesince
such common stock began trading on July 7, 2006vidhg our emergence from Chapter 11 bankruptcy.

High Low

Fiscal 200¢

Third quarter (from July 7, 2001 $44.5C  $37.5(

Fourth quarte $62.0C  $43.5(
Fiscal 2007

First quartel $78.0C  $57.6(

Second quarte $88.6¢  $72.3¢

Third quartel $78.2¢  $57.8¢

Fourth quarte $80.5¢  $66.27

Holders

As of January 31, 2008, there were 601 holdersaind of our common stock.

Dividends

In June 2007, our Board of Directors initiated fla@ment of a regular quarterly cash dividend ol 8Ger
common share per quarter. A quarterly cash dividerxdbeen paid in each subsequent quarter. Fugatardtion
and payment of dividends, if any, will be at theadétion of the Board of Directors and will be degent upon our
results of operations, financial condition, casfuieements, future prospects and other factorscélvegive no
assurance that any dividends will be declared @t ipathe future. Our revolving credit facility aently restricts ou
ability to pay any dividends or purchase any of stock. Under our revolving credit facility, we mpgty cash
dividends only if we are not in default or wouldtihe in default as a result of the dividends, amdianited to an
amount based on a portion of cumulative earningsphdividends, as adjusted for certain other ¢abws.
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Stock Performance Graph

The following graph compares the cumulative totereholder return on the Company’s common stock: wit
(i) the Dow Jones Wilshire 5000 Index, (ii) the Rels 2000 which we are a part of and (iii) the S&fallCap 600.
The graph assumes (i) an initial investment of $490f July 7, 2006, the first day on which the @any’s
common stock began trading on the Nasdaq, anck{iiyestment of all dividends. The performance grigmot
necessarily indicative of future performance of starck price.

COMPARISON OF 18 MONTH CUMULATIVE TOTAL RETURN*
Among Kaiser Aluminum Corporation, The Dow Jones Wishire 5000 Index,
The Russell 2000 Index and The S&P SmallCap 600 led
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* $100 invested on 7/7/06 in stock or on 6/30/0éhex-including reinvestment of dividends.
Fiscal year ending December 31.

Our performance graph reflects the cumulative retir(i) the Dow Jones Wilshire 5000 Index, a breadity
market index that includes companies whose eqeityrities are traded on the Nasdaq Global Seleckati(ii) the
Russell 2000, a broad equity market index of winehare a component and (iii) the S&P SmallCap &06.added
the comparison to the Russell 2000 index in thevalgraph as we became a component of the inde®0r.2Ve
elected to use the S&P SmallCap 600 index aftardehing that no published industry or line-of-mess indexes
were closely enough related to our industry orhess to provide a reasonable basis for compar&anilarly, we
determined that we could not identify comparabtemtiude in a peer group that would provide a oeable basis
for comparison and that, as a result, an indexisting of companies with similar market capitalinas was
appropriate.
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Iltem 6. Selected Financial Dat:

The following table represents our selected finalntata. The table should be read in conjunctioitis kem 7,
“Management’s Discussion and Analysis of Finan@aindition and Results of Operationaid Item 8; Financial
Statements and Supplementary DAtaf this Report.

Net sales

Income (loss) from continuing
operations

Income (loss) from discontinued
operations

Cumulative effect of accounting char
Net income Earnings (loss) per she
Basic:

Income (loss) from continuing
operations

Income (loss) from discontinued
operations

Cumulative effect of accounting
change

Net income (loss

Diluted:
Income from continuing operatiol

Income (loss) from discontinued
operations

Cumulative effect of accounting
change

Net income
Shipments (mm lbs

Average realized third party sales pri
(per Ib)

Cash dividends declared per common
share

Capital expenditures, net of accounts
payable

Depreciation expens

Predecesso
Year Ended December 31, 200
July 1, 2006
Year Ended through January 1, 200t
December 31 December 31 to Year Ended December 31
2007 2006 July 1, 2006 2005 2004 2003

(In millions of dollars, except shipments, averagsales price and per share amounts

$ 1504 $ 6675 ($ 689.6 $1,089.0 $942.¢ $710.

101.( 26.2 3,136.( (1,112.) (868.) (273.6)
— — 4.3 3637 1217 (514.)
— — — (4.7) — —

&

1010 $ 262 |$ 3,141: $ (753.7) $(746.5 $(788.9

$ 508 $ 131|$ 3937 $ (13.9) $(10.89 $ (3.41)

— — .05 4.57 152 (6.42)

— — — (.06) — —
$ 508 $ 131($ 39.4: $ (9.46 $(9.30 $ (9.8

$ 497 $ 1.3C

$ 497 % 1.3C
705.( 326.¢ 350.¢ 637.5 615.2 531.C

21§ 204 |38 197 $ 171 $ 15 §$ 1.34

$ 05 % — |$ — % - $ — 8 —
$ 61 $ 300 ($ 281 $ 31C $ 76 $ 88
$ 11c 3 55 |$ 9.6 $ 19¢ §$ 22t ¢ 257
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Predecessor
December 31

2007 2006 2005 2004 2003

Total asset $1,165.. $655.2 | $1,538.¢ $1,882.. $1,623.
Long-term borrowings, including amounts due within

one yeal — 50.C 1.2 2.8 2.2

The financial information for all prior periods hiasen reclassified to reflect discontinued operatiGee
Note 20 of Notes to Consolidated Financial Statamdrarnings (loss) per share and share informé#biotne
Predecessor may not be meaningful because, pursutirg Plan, the equity interests in the Compaayisting
stockholders were cancelled without consideration.

In addition to the operational results presenteldeim 7, “Management’s Discussion and Analysis ioBRcial
Condition and Results of Operations,” significaetis that impacted the results included, but wetdimited to,
the following:

2007: During the fourth quarter we repaid our $5ion term loan. In June of 2007, our Board of &itors
initiated a regular quarterly dividend of $.18 phare. We declared total dividends of $11.1 millim2007. In
addition, in 2007 we determined that we met therarlikely than not” criteria for recognition of odeferred tax
assets and we released the vast majority of thetiahs allowance. At December 31, 2007, totaltaseeluded net
deferred tax assets of $327.8 million.

2006: We emerged from chapter 11 bankruptcy on@uB006 with all of our fabricated product faddit and
operations and a 49% interest in Anglesey. Dutfiregpteriod from January 1, 2006 to July 1, 2006 eeerded gain
on emergence and other reorganization related ieebsts) of approximately $3.1 billion.

2005: We were in chapter 11 bankruptcy for therentéar. During 2005 we recorded reorganizationscol
approximately $1.2 billion. We also recorded a $illion charge as a result of adopting accounforgconditional
asset retirement obligations.

2004: We were in chapter 11 bankruptcy for therenteéar. We disposed of various foreign operatant
recorded settlement and termination charges retattte termination of post-retirement medical gadsion
benefits plans. During 2004 we recorded reorgaioizatosts of approximately $39 million.

2003: We were in chapter 11 bankruptcy for therentéar. We recorded an impairment charge of
$368.0 million relating to our interests in Gramgkaiser Jamaica Bauxite Company which were sol2004. We
also recorded non-cash charges of $121.2 milli@nuprmination of a pension plan.

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

This Annual Report on Form 10-K contains statemesish constitute “forward-looking statements” wiith
the meaning of the Private Securities LitigatioridR@ Act of 1995. These statements appear through@Report
and can be identified by the use of forward-lookigninology such as “believes,” “expects,” “may;éstimates,”
“will,” “should,” “plans” or “anticipates” or the n egative of the foregoing or other variations of garable
terminology, or by discussions of strategy. Readegscautioned that any such forward-looking stadats are not
guarantees of future performance and involve sicgnitt risks and uncertainties, and that actual lesmay vary
from those in the forwarlooking statements as a result of various fact@tese factors include: the effectivenes
management’s strategies and decisions; general@uoaand business conditions including cyclicadibd other
conditions in the aerospace, automobile and otlmel markets we serve; developments in technology;ane
modified statutory or regulatory requirements; artthnging prices and market conditions. This Iterd Bem 1A.
“Risk Factors” each identify other factors that ddwcause actual results to vary. No assurance aagilen that
these are all of the factors that could cause datesults to vary materially from the forward-lookj statements.

In accordance with Section 404 of the SarbanesyOxé of 2002, our management, including our Chief
Executive Officer and Chief Financial Officer, caretied an evaluation of our internal control oveaficial
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reporting and concluded that such control was &ffe@s of December 31, 2007. Management's repothe
effectiveness of our internal control over finahcéporting and the related report of our independegistered
public accounting firm are included in Item 8, “Bircial Statements and Supplementary Data,” ofAhisual
Report on Form 10-K.

Management’s Discussion and Analysis of Financ@hdition and Results of Operations (“MD&A”") is
designed to provide a reader of our financial stetgs with a narrative from the perspective ofrmanagement on
our financial condition, results of operationsyiidjty and certain other factors that may affeat fuiure results. Ot
MD&A is presented in ten sections:

* Overview

 Financial Reporting Chang

» Business Strategy and Core Philosop

« Management Review of 2007 and Outlook for the Fu

» Results of Operatior

« Other Matters

« Liquidity and Capital Resourct

« Contractual Obligations, Commercial Commitments @fi-Balanc-Sheet and Other Arrangeme
« Critical Accounting Estimate

« New Accounting Pronouncemer

We believe our MD&A should be read in conjunctioithathe Consolidated Financial Statements andedlat
Notes included in Item ¢Financial Statements and Supplementary Data,hisf Annual Report on Form 10-K.

Unless otherwise noted, this MD&A relates onlyésults from continuing operations. In the discussib
operating results below, certain items are refetoess non-run-rate items. For purposes of sududgon, non-run-
rate items are items that, while they may recumfpeeriod to period, are (i) particularly materialresults, (ii) affect
costs primarily as a result of external marketdesstand (iii) may not recur in future periodshétsame level of
underlying performance were to occur. Non-rate items are part of our business and operatiagament but ai
worthy of being highlighted for the benefit of theers of the financial statements. Our intent @limv users of the
financial statements to consider our results botight of and separately from items such as flatans in
underlying metal prices, natural gas prices andeculy exchange rates.

Overview

We are a leading producer of fabricated aluminuadpcts for aerospace / high strength, general erging
and custom automotive and industrial applicatiom&ddition, we own a 49% interest in Anglesey,athdbwns and
operates an aluminum smelter in Holyhead, Wales.

We have two reportable operating segments, Fabddatoducts and Primary Aluminum, and our Corporate
segment. The Fabricated Products segment is cozdpoisall of the operations within the fabricatdahnainum
products industry including our eleven fabricatfagilities in North America at the end of 2007. Tebricated
Products segment sells value-added products suthadsreat aluminum sheet and plate, extrusiod§agings
which are used in a wide range of industrial agians, including aerospace, defense, automotideganeral
engineering end-use applications.

The Primary Aluminum segment produces commoditggnaroducts as well as value-added products such as
ingot and billet, for which we receive a premiumeonormal commodity market prices and conducts imedg
activities in respect of our exposure to primagnahum price risk.

Changes in global, regional, or country-specifiocrammic conditions can have a significant impacbwerall
demand for aluminum-intensive fabricated productthe markets in which we participate. Such chamges
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demand can directly affect our earnings by impactire overall volume and mix of such products sbidring
2007, 2006, and 2005, the markets for aerospachighdtrength products in which we participateev&rong,
resulting in higher shipments and improved margins.

Changes in primary aluminum prices also affectRrimary Aluminum segment and expected earningsrunde
any firm price fabricated products contracts. Hogrethe impacts of such changes are generallytdffseach othe
or by primary aluminum hedges. Our operating resafe also, albeit to a lesser degree, sensitighanges in
prices for power and natural gas and changes taindbreign exchange rates. All of the foregoirayd been
subject to significant price fluctuations over necgears. For a discussion of our sensitivity taraies in market
conditions, see Item 7A. “Quantitative and Qual&@Disclosures About Market Risks, Sensitivity.”

During 2007, the average London Metal Exchang&MiE, transaction price per pound of primary alunmmu
was $1.20. During 2006 and 2005, the average LNite grer pound for primary aluminum was $1.17 aigb 3.
respectively. At January 31, 2008, the LME priceswmpproximately $1.20 per pound.

Financial Reporting Changes

From the first quarter of 2002 to June 30, 2006s&m@and 25 of its subsidiaries operated undertelndd of
the United States Bankruptcy Code under the sugierviof the Bankruptcy Court. Pursuant to the Pikaiser and
its subsidiaries, which owned all of our core fabtéd products facilities and operations and a #fétest in
Anglesey, emerged from chapter 11 on July 6, 2B@8suant to the Plan, all material pre-petitiontdgbnsion and
post-retirement medical obligations and asbestdso#tmer tort liabilities, along with other ppetition claims (whicl
in total aggregated at June 30, 2006 approxim&l4 billion) were addressed and resolved. Pursoathie Plan,
all of the equity interests of Kaiser’s peeaergence stockholders were cancelled without dersion. Equity of th
newly emerged Kaiser was issued and deliveredhadparty disbursing agent for distribution t@ichholders
pursuant to the Plan. See Notes 2 and 19 of Not€shsolidated Financial Statements included is Report for
additional information on Kaiser’s reorganizatiardahe Plan.

Our emergence from chapter 11 bankruptcy and amopfifresh start accounting resulted in a new tipg
entity for accounting purposes. Although we emerigech chapter 11 bankruptcy on July 6, 2006, wepsehb fresh
start accounting under the provisions of Ameriaastitute of Certified Professional Accountants (CHA”)
Statement of Position 90-7 (“SOP 90-7F)nancial Reporting by Entities in Reorganizationdér the Bankruptcy
Code, effective as of the beginning of business on Julf006. As such, it was assumed that the emeegeas
completed instantaneously at the beginning of mssiron July 1, 2006 so that all operating actiwitiaring the
period from July 1, 2006 through December 31, 28@6reported as applying to the new reporting yentfite
believe that this is a reasonable presentatioheas twvere no material non-Plan-related transactetseen July 1,
2006 and July 6, 2006.

All financial statement information before July2D06 relates to Kaiser before emergence from chagte
(sometimes referred to herein as the “Predecesd€ai¥er after emergence is sometimes referre@teit as the
“Successor.” As more fully discussed below, theilele a number of differences between the findrstiatements
before and after emergence that will make compasisd financial information difficult and may makemore
difficult to assess our future prospects basedistoftical performance.

As indicated above, we also made changes to oouatiag policies and procedures as part of theiegipdn
of “fresh start” accounting as required by SOP 90y feneral, our accounting policies are the samer similar to
those historically used to prepare our financialeshents. In certain cases, however, we adoptéstetit accountin
principles for, or applied methodologies differgrtth, our post emergence financial statement in&tion. For
instance, we changed our accounting methodologihsrespect to inventory accounting. While we stitcount for
inventories on a last-in, first-out (“LIFOBasis after emergence, we are applying LIFO difféyethan we did in th
past. Specifically, we now view each quarter otaadalone year-to-date basis for computing LIFGhmpast, the
Predecessor recorded LIFO amounts with a viewdcetttire fiscal year, which, with certain excepsiolended to
result in LIFO charges being recorded in the fogudhrter or second half of the year.

29




Additionally, certain items such as earnings parstand Statement of Financial Accounting Standards
No. 12%-R, Share-Based Paymefsee discussion in Note 11 and Note 15 of Not&€3otesolidated Financial
Statements included in Item 8. “Financial Statermamtd Supplementary Data”), which had few, if amplications
while we were in chapter 11 bankruptcy, will hamereased importance in our future financial statgme
information.

Business Strategy and Core Philosophies

We are a leading manufacturer of fabricated alumipuoducts. We specialize in providing highly eregired
solutions that meet the demanding needs of thepatation and industrial markets. We are leademur industry,
maintaining a strong competitive position in a #igant majority of the markets we serve. In a vegympetitive
marketplace, we distinguish ourselves with our tBe<Class” customer satisfaction along with a braad deep
product offering. Our blue-chip customer base idekisome of the top names in industry, with whonshare long-
standing relationships based on quality and tk/ethave established a platform for growth thatédl wositioned
within the industry.

We strive to reinforce our position as supplieclbice through our “Best in Class” customer satisfa,
seeking to continuously improve our cost perforneaaed efforts to be the low cost provider by eliating waste
throughout the value stream.

Our line of Kaiser Sele@ products reflects a structured approach to redusternand variability for our
customers. Our Kaiser Selétproducts are manufactured according to strict $ipatibns that deliver enhanced
product characteristics with improved consisteay tesult in better performance and in many cksesr cost for
our customers.

Our lean enterprise initiative is facilitated by tkaiser Production System (“KPS”), which is aregrated
application of the tools of Lean manufacturing, Sigma and Total Productive Manufacturing which enpihs our
continuous effort to provide “Best in Class” custmsatisfaction. KPS enables us to deliver supetistomer
service through consistent, on-time delivery ofesigr quality products on short lead times. Weamamitted to
imbedding KPS as the common culture through whiehcentinuously improve our operations and enhancéatal
competitive position.

Management Review of 2007 and Outlook for the Futwe

In 2007, we continued our focus on the generatfdorm-term value through our organic growth iritias,
cost control, and ongoing focus on streamliningexisting value streams. This focus contributeth&éofollowing
financial achievements:

» Record Fabricated Products segment shipments ofridfi8n pounds, and Fabricated Products operating
income of $169 million with Fabricated Products safes growth over 2006 of 12

 Consolidated net income of $101 million, or $4.@T giluted share

» Income from continuing operations for 2007 up 3%&&T 2006 (Predecessor and Successor combined
excluding Reorganization items) in spite of thetoared high cost for primary aluminum, natural gasl
other general cost inflatiol

» Cash provided by operating activities of $130 miiliwhich funded all capital investment and alsovedid us
to repay our $50 million term loan during the fduquarter of 2007

» Recognition of $328 million of net deferred taxetssat December 31, 2007 primarily in relation uo et
operating loss car-forwards.

During 2007 our results benefited from higher agereealized third party sales prices in both ourieated
Products and Primary Aluminum segments due prim#ifavorable mix and higher value-added pricisgnell as
higher underlying primary metal prices. In addititimere was continued strong demand for our preduacdhe
aerospace, high strength and defense markets. S\ghiradditional heat treat capacity online at nentwood
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facility and benefited from continued strong deméardour products in the aerospace, high strengthdefense
markets. In 2007 we also faced a number of chadlemgcluding; weakness in demand in the groundspartation
and general industrial markets; lower industry tilipments of general engineering rod and bar mtsdurimarily
as a result of service center de-stocking; anddrighergy prices.

Looking into 2008 and beyond we anticipate our nzaigas of focus will be:

Completing and realizing the benefits from our migagrowth initiatives described above togetheivtite
additional $14 million investment announced on Eeby 13, 2008

Capitalizing on our strong market presence andrgging a return on capital that exceeds our cosapftal;

Generating cash from operations that funds capxpénditures made in the ordinary course of busiaes
well as other initiatives, including additional argc growth programs and external growth acquis#j

Managing our debt and capital structure to maingairalance between cost and flexibility; ¢
Maximization of shareholder valu

Results of Operations

Fiscal 2007 Summary

For the purposes of this discussion the Successstgts for the period from July 1, 2006 through
December 31, 2006 have been combined with the Besders results for the period from January 1, 2006 tp I
2006 and are compared to the Successor’s resultisdyear ended December 31, 2007.

Net income for the year ended December 31, 200794@%.0 million compared with $3,167.4 million fine
year ended December 31, 2006. Net income for the greded December 31, 2006 included e-cash gain
of approximately $3,110.3 million related to oumpi@mentation of the Plan and application of fretsints
accounting

Net sales for the year ended December 31, 200&ased by 11% to $1,504.5 million compare

$1,357.3 million the year ended December 31, 2086.increase primarily reflected higher shipments,
favorable product mix and higher value-added pgémFabricated Products as well as higher markeep
for primary aluminum. Such increases in primaryrdahum market prices do not necessarily directipgtate
to increased profitability because (a) a substhptigtion of the business conducted by our Fabetat
Products business unit passes primary aluminunepna directly to customers and (b) our hedginiyities,
while limiting our risk of losses, may limit our itity to participate in price increase

Our operating income for the year ended Decembg2@17 increased by 81% to $182.0 million compao
the year ended December 31, 2006. The increasenwaarily a result of increased shipments, favagabl
product mix and higher value-added pricing for pleeiod in our Fabricated Products segment togetitar
gains in our Primary Aluminum segment from highealized primary aluminum prices (net of hedging),
improved contractual alumina pricing, favorablerency exchange (net of hedging), higher shipmemts a
lower operating cost:

Net income for the year ended December 31, 200@ded Other operating benefits of $13.6 millioratet]
primarily to the reimbursement of $8.3 million ghaunts paid in connection with the sale of ourrnesés in
and related to Queensland Alumina Limited in 2G0%4.9 million non-cash gain from the settlemerda of
claim by the purchaser of the Gramercy aluminanegfi and our interests in and related to Kaiseraizen
Bauxite Company, a $1.6 million gain from the resioin of contingencies relating to the sale of aparty
prior to emergence, a $1.3 million gain related gettlement with the Pension Benefit Guaranty Gatgon
or PBGC, and a charge of $2.6 million related teeopost-emergence chapter 11 related items (seeldo
of Notes to Consolidated Financial Statements gedlin Item 8. “Financial Statements and Suppleargnt
Date”).

31




« Our effective tax rate remained high at 44.6% lferyear ended December 31, 2007 (see discussion of
“Provision for Income Tax").

« Starting in June 2007, our Board of Directors atéd the payment of a regular quarterly cash dinddzf
$.18 per common share per quarter. During the g:eded December 31, 2007 we made two dividend
payments totaling $0.36 per common share or $7llébmin the aggregate. During December 2007, we
declared a third quarterly cash dividend of $.18qmenmon share, or $3.7 million, which was paid in
February 200€

Consolidated Selected Operational and Financial émfmation

The table below provides selected operational arah€ial information on a consolidated basis (ifliaris of
dollars, except shipments and prices). The selemedational and financial information after July2606 are those
of the Successor and are not comparable to thabe dfredecessor. However, for purposes of theudsson (in the
table below and subsequently throughout this segtibe Successor’s results for the period frony JuR2006
through December 31, 2006 have been combined hatPtedecessor’s results for the period from Jgrlia2006
to July 1, 2006 and are compared to the Successmtsts for the year ended December 31, 2007 egukPessor’s
results for the year ended December 31, 2005. i@iffees between periods due to fresh start accauate
explained when material.
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The following data should be read in conjunctiotitvaur consolidated financial statements and tliesno
thereto included in Item 8. “Financial and Suppleiaey Data.” See Note 16 of Notes to Consolidatedfcial
Statements included in Item 8. “Financial Statermamtd Supplementary Data” for further informatiegarding

segments.

Year Ended
December 31

2007

Year Ended December 31, 200

July 1, 2006

through

December 31

2006

Predecesso
January 1, 200¢
to
July 1, 2006  Combined

Predecessol
Year Ended
December 31
2005

Shipments (mm lbs

(In millions of dollars, ex

cept shipments and averge sales price

Fabricated Produc 547.¢ 249.¢ 273.t 523.1 481.¢
Primary Aluminum 157.2 77.% 77.1 154.¢ 155.€
705.C 326.¢ 350.¢ 677.t 637.
Average Realized Third Party Sales Price (|
pound):
Fabricated Products( $ 2371 % 2.27 |$ 21€ $ 221 ¢ 1.9t
Primary Aluminum(2) $ 131 $ 1.3C |$ 1.2¢ $ 12¢ % .95
Net Sales
Fabricated Produc $ 1,298¢ $ 5677 (% 590.¢ $1,158.. $  939.(
Primary Aluminum 206.2 100.: 98.¢ 199.2 150.7
Total Net Sale: $ 1504%f $ 667% (% 689.6 $1,357. $ 1,089.
Segment Operating Income (Los
Fabricated Products(3)( $ 169.C $ 60.6 |$ 612 $ 122.C $ 87.2
Primary Aluminum(5)(6 46.5 10.¢ 12.4 23.2 16.4
Corporate and Oth (47.7) (25.5) (20.9) (45.¢) (35.9)
Other Operating Benefits (Charges), Ne 13.€ 2.2 (.9) 1.3 (8.0
Total Operating Incom $ 182.C $ 48.2 |$ 52.£ $ 100.7 $ 59.¢
Discontinued Operatior $ — $ — |$ 43 $ 43 $ 363
Reorganization Items(¢ $ — 3 — |[$  3,090.0 $3,090.! $ (1,162.)
Loss from Cumulative Effect on Years Prior to
2005 of Adopting Accounting For
Conditional Asset Retirement Obligations $ — $ — |$ —$ — 3 (4.7
Income tax provisiol $ 814 $ 23.7 |$ 6.2 $ 29¢ % 2.8
Net Income (Loss $ 101.C $ 26.z |$ 3,141.. $3,167.« $ (753.7)
Capital Expenditures, (net of accounts paye
and excluding discontinued operatio $ 61.6 $ 30.C |$ 281 $ 58.1 $ 31.C

(1) Average realized prices for our Fabricated Prodbassness unit are subject to fluctuations duenamges in
product mix as well as underlying primary aluminprices and are not necessarily indicative of change
underlying profitability. See Item “Busines”.

(2) Average realized prices for our Primary Aluminunsimess unit exclude hedging revent

(3) Fabricated Products business unit operating re&rl007, 2006 combined and 2005 include non-tasD
inventory benefits (charges) of $14.0 million, $@5million and $(9.3) million, respectively, ancetal gains
(losses) of approximately $(13.1) million, $20.8lion and $4.6 million, respectivel
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(4) Fabricated Products business unit operating refrl3007 and 2006 combined include non-cash mark-t
market gains (losses) on natural gas and foreigreiscy hedging activities totaling $1.7 million and
$(2.2) million. For further discussion regardingrkyéo-market matters, see Note 13 of Notes to Clintested
Financial Statements included in Iten* Financial Statements and Supplementary I’

(5) Primary Aluminum business unit operating results2@07, 2006 combined, include non-cash mark-toketar
gains (losses) on primary aluminum hedging acésitotaling $16.2 million and $5.7 million, respeely,
and on foreign currency derivatives of $(8.2) roifliand $11.6 million, respectively. 2005 includeaba-cash
mark-to-market loss of $4.1 million on primary almemm and foreign currency hedging and derivative
activities. For further discussion regarding markstarket matters, see Note 13 of Notes to Congelida
Financial Statements included in Iten* Financial Statements and Supplementary I’

(6) Primary Aluminum business unit operating results2@05 include non-cash charges of approximately
$4.1 million in respect of our decision in 2006¢state our accounting for derivative financiatinsents,

(7) See Note 14 of Notes to Consolidated Financiak8tants included in Iltem 8. “Financial Statements an
Supplementary Data” for a detailed summary of th@gonents of Other operating benefits (charges)ame
the business segment to which the items re

(8) See Notes 2 and 19 of Notes to Consolidated FinaBtatements included in Item 8. “Financial Staata
and Supplementary D¢ for a discussion of Reorganization iter

(9) See Notes 1 and 5 of Notes to Consolidated Finb8ta@ements included in Item &ihancial Statements a
Supplementary Da” for a discussion of the changes in accounting dmddional asset retirement obligatio

Summary. We reported net income of $101.0 million for 2@@Mmpared to net income of $3,167.4 million for
2006 and a net loss of $753.7 million for 2005. Nebme for 2006 includes a non-cash gain of $33 tilllion
related to the implementation of our Plan and &ppitbn of fresh start accounting. Net loss for 20@%udes a non-
cash loss of $1,131.5 million related to the agsigmt of intercompany claims for the benefit of agricreditors
offset by a gain of $365.6 million on the sale of mterests in and related to QAL and favorableL@perating
results prior to its sale on April 1, 2005. All yeanclude a number of non-run-rate items thatnaoee fully
explained in the sections below.

Net Sales. We reported Net sales in 2007 of $1,504.5 miltompared to $1,357.3 million in 2006 and
$1,089.7 million in 2005. As more fully discussegldw, the increase in revenues in 2007 is primahig/result of
higher shipments, favorable product mix and valdeéed pricing in Fabricated Products as well agjhdri market
price for primary aluminum. Such increases in priyreduminum market prices do not necessarily diyecanslate
to increased profitability because (a) a substhptetion of the business conducted by the Falett&roducts
business unit passes primary aluminum prices @tiljyrto customers and (b) our hedging activitwsile limiting
our risk of losses, may limit our ability to paffiate in price increases.

The increase in revenues in 2006 as compared t® i8Qfximarily due to higher market prices for paim
aluminum and secondarily due to increased fabricpteducts shipments.

Cost of Products Sold. Cost of goods sold in 2007 totaled $1,251.1 omlicompared to $1,176.8 million in
2006 or 83% and 87% of net sales respectively.rétiaction in Cost of products sold as a percenthgets sales
in 2007 was primarily the result of a LIFO gainkif4.0 million in 2007 compared to a LIFO charg&a5.0 million
in 2006. Cost of products sold in 2006 totaled $&,& million compared to $951.1 million in 20058%% in both
years.

Depreciation and Amortization.Depreciation and amortization for 2007 was $hiilion compared to
$15.3 million for 2006. The period from July 1, 0@ December 31, 2006 and the year ended Dece3ihe007
benefited from lower depreciation as a result efdpplication of fresh start accounting. This acted for a
reduction in depreciation expense of approximasdlyp million related to the first half of 2007 coarpd to the
period from January 1, 2006 through July 1, 2008s Teduction was partially offset in 2007 by aor@gase in
depreciation expense as a result of constructigmadgress being placed into production during #woad half of
2007.
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Depreciation and amortization for 2006 was $15.lani compared to $19.9 million for 2005. The pefivom
July 1, 2006 to December 31, 2006 benefited from $4illion of lower depreciation as a result of tggplication of
fresh start accounting.

Selling, Administrative, Research and Developramd, General. Selling, administrative, research and
development, and general expense totaled $73.ibmiti 2007 compared to $65.8 million in 2006. Therease in
2007 is primarily related to an increase in norhcaguity compensation expense from $4.0 millio2G06 to
$9.1 million in 2007. In addition, in 2007 we inced $2.8 million of additional expenses in relatiorthe continue
investment in research and development, our Késaduction System group and management of ouratapit
spending programs.

Selling, administrative, research and developreemd,general expense totaled $65.8 million in 2G@6mared
to $50.9 million in 2005. The increase of $14.9liml in 2006 primarily related to higher incentigempensation
expense of approximately $8.3 million, approximatl.9 million in professional fees relating to wam regard to
the Sarbanes-Oxley Act of 2002 and approximatel® #illion of costs associated with certain compuiggrades.

Other Operating (Benefits) Charges, Ndnicluded within Other operating (benefits) chargset (in millions
of dollars) for 2007, 2006 and 2005 were the foltoyv

Predecessor
Year Ended December 31, 2006
July 1, 2006
Year Ended through January 1, 200¢ Year Ended
December 31 December 31 to December 31
2007 2006 July 1, 2006 2005

Reimbursement of amounts paid in connection wit
sale of the Company’s interests in and related t
QAL-Corporate
AMT (Note 9) $ 729 % — |9 — 3 —
Professional fee (1.2 — — —

Pension benefit related to terminated pension ptans
Corporate (Notes 10 and 2 — 4.2 — —

Resolution of a “pre-emergence” contingency —
Corporate (Note 12 — (3.0 — —

Pension Benefit Guaranty Corporation (“PBGC”)
settlemen— Corporate(1 1.3 — — —

Non-cash benefit resulting from settlement of a $5
claim by the purchaser of the Gramercy, Louisie
alumina refinery and Kaiser Jamaica Bauxite
Company for payment of $— Corporate (4.9 — — —

Resolution of contingencies relating to sale of
property prior to emergen— Corporate(2 (1.6 — — —

Post emergence Chapter 11 — related items —
Corporate(3 2.€ 4.5 — —

Charges associated with retroactive portion of
contributions to defined contribution plans upon
termination of defined benefit plans(4) (Note —
Fabricated Produc — A4 — 6.3
Corporate —

Other (.1) 1 .9 1.2

$ (13.6) $ (2.9 | $ 9 3 8.0
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(1) The PBGC proceeds consist of a payment relatecédtizment agreement entered into with the PBGC in
connection with the our chapter 11 reorganizatgae(Note 12

(2) During 2007, certain contingencies related to e ef the Predecessor’s interest in a smelteatoma,
Washington were resolved with the buyer. As a teapproximately $1.6 million of the sale proceedsch
had been placed into escrow at the time of saleg vedeased to us. At the Effective Date, no vélae been
ascribed to the funds in escrow because they weemdd to be contingent assets at that t

(3) Post-emergence chapter 11-related items includeapity professional fees and expenses incurred afte
emergence which related directly to our reorgaiira

(4) Amount in 2006 represents a one time contributeated to the retroactive implementation of therhypou
defined benefit plans (See Note 1

Interest Expense.Interest expense was $4.3 million in 2007 comgavith $1.9 million in 2006 resulting in an
increase of $2.4 million. The increase in interegiense is primarily related to the prepaymenttefia loan
resulting in a $1.5 million writeff of the remaining unamortized deferred financigts as interest expense anc
change in total borrowing outstanding during thequk partially offset by an increase in interegpitalized as
construction in progress during the year.

Interest expense was $1.9 million in 2006 comp#&wekb.2 million in 2005 resulting in a decrease of
$3.3 million. The period from January 1, 2006 ttyJy 2006 excluded unrecorded contractual intezgpense of
$47.4 million and 2005 excluded unrecorded consi@dnterest expense of $95.0 million because we\s8ll in
chapter 11 bankruptcy during these periods.

Reorganization Items.We recognized no costs or benefits in relatioretorganization items in 2007 compared
to a benefit of $3,090.3 million in 2006 and a aois$1,162.1 million in 2005. The primary componehthe benefi
recognized in 2006 was a gain of $3,110.3 millielated to the implementation of our Plan and thaiegtion of
fresh start accounting. The primary component efdbst recognized in 2005 was a loss of $1,131lomrelated
to the assignment of intercompany claims for theefie of certain creditors.

Other Income (Expense) — NeDther income (expense) aet was a benefit of $4.7 million in 2007 comps
to a benefit of $3.9 million in 2006. The incre&s®007 is primarily related to an increase inieg income of
$3.3 million. Interest income was recorded as aicgdn in reorganization expense before our emegéom
bankruptcy. This increase was partially offset k126 million gain on the sale of real estate iB@@ompared to a
loss on disposition of assets of $.6 million in 200

Other income (expense) — net was a benefit of 88li8n in 2006 compared to a charge of $2.4 millia
2005. The change of $6.3 million is primarily doeat$2.0 million increase in interest income. legtincome was
recorded as a reduction in reorganization expeaf&dour emergence from bankruptcy. Also incluishe?006 was
$1.6 million of gain on sales of real estate.

Provision for Income TaxesOur effective tax rate was 44.6% for 2007. Thghteffective tax rate in 2007 w
impacted by several factors including:

« The Company’s equity in income before income tafesnglesey is treated as a reduction (increas€ast
of products sold, excluding depreciation expenge. iicome tax effects of the Company’s equity come
are included in the tax provision. This resulte&12.9 million being included in the income taxyision,
increasing the effective tax rate by approxima#ty.

» Benefits associated with changes in the valuatilowance established at emergence were first atlio
reduce intangible assets, with any excess beirggded as an adjustment to Stockholders’ equitys Thi
resulted in $62.2 million of benefits not beinglimted in the income tax provision but increasing
Stockholder’ equity. This increased the effective tax rate byrapimately 34%

« The impact of unrecognized tax benefits, includimtgrest and penalties, increased the income @xgion
by $3.0 million and the effective tax rate by appnately 2%.
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« The foreign currency impact on unrecognized taxefits) interest and penalties resulted in a $318ani
currency translation adjustment that was recordeccumulated other comprehensive inco

« A favorable geographical distribution of incon

Comparison of the 2007 effective tax rate to thesan 2006 and 2005 are not useful due to thdfgignt
reorganization related benefits and costs recodniz¢éhose periods that were not subject to noin@me tax
treatment. Accordingly, no comparison to prior yeiarprovided.

Income From Discontinued Operationgncome from discontinued operations for 2006udeld a payment
from an insurer for certain residual claims relgtio the 2000 incident at our Gramercy, Louisialianéna facility,
which was sold in 2004, and a refund related ttag@energy surcharges, which had been pending fermber of
years. These amounts were partially offset by ageheesulting from an agreement between the Bolladower
Administration and us for a rejected electric powentract (see Note 20 of Notes to Consolidatedrigral
Statements included in Item 8. “Financial Statermemtd Supplementary DataQperating results from discontint
operations for 2005 included the $365.6 millionngain the sale of our interests in and related td. @Ad the
favorable operating results of our interests in aatated to QAL, which were sold as of April 1, 200

Cumulative Effect of Accounting Changé&ffective December 31, 2005, we adopted Finafatabunting
Standards Board (FASB) Interpretation No. 47, “Aaating for Conditional Asset Retirement
Obligations” (FIN 47) and recorded a cumulativeeeffadjustment of $4.7 million, consisting primaif costs
associated with the removal and disposal of asbdatbof which is believed to be fully containetdaencapsulated
within walls, floors, ceilings or piping) of certablder plants if such plants were to undergo magapvation or be
demolished (see Note 1 of Notes to Consolidatedrf€ial Statements included in Item 8. “Financiat&mnents and
Supplementary Data”).

Segment Information

Our continuing operations are organized and manbggutoduct type and include two operating segmants
the Corporate segment. The accounting policieh@Eegments are the same as those described irl btéotes t
Consolidated Financial Statements included in I8efiFinancial Statements and Supplementary Dategng&nt
results are evaluated internally by us before diogation of Corporate overhead and without anyrgbdor income
taxes, interest expense, or Other operating (kshefiarges, net.

Fabricated Products

The table below provides selected operational arah€ial information for our Fabricated Productgreent:

Year Ended December 31, 2006 Predecessor
July 1, 2006 Predecessor
Year Ended through January 1, 2006 Year Ended
December 31 December 31 to December 31
2007 2006 July 1, 2006 Combined 2005

Shipments (mm lbs 547.¢ 249.¢ 273.k 523.1 481.¢
Average realized third party sales

price (per pound $ 231 % 227 | $ 21€ $ 221 % 1.9t

Net sales $ 1,298. $ 567.2 | $ 590.¢ $1,158.: $ 939.(

Segment Operating Incon $ 169.C % 60.6 | $ 61z $ 122( % 87.2

Net sales of fabricated products increased by 12$41298.3 million for 2007 as compared to 2008narily
due to a 5% increase in shipments and a 7% incieaserage realized prices. Shipments of prodiattaerospace
and defense applications were higher in 2007 apaosd to 2006, reflecting continued strong demanddich
products as well as incremental capacity from tew heat treat plate furnaces at our Trentwoodifadil Spokane
Washington which were fully operational for theiemyear in 2007. This was partially offset by lavedipments of
products for ground transportation and other inisapplications as compared to 2006. The increase
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in the average realized prices primarily refleatpioved value-added pricing and a favorable prothixtas well as
the pass-through to customers of higher underlgingary aluminum prices.

Overall, we believe the mix of products will contento benefit from increased heat treat plate sbimin
2008 that will be made possible by incremental capdrom the third heat treat plate furnace arglew stretcher
which enables us to produce heavier gauge plattupts, both of which were fully operational at Deder 31,
2007, as well as the final Trentwood capacity esfgamnphase which is scheduled to be fully operaliby the end
of 2008. 2007 reflected an overall richer produtt which we expect to continue into 2008. Receends in other
parts of our business that could affect 2008 inelaghotential weakening of industrial demand, sereenter re-
stocking of extruded rod and bar inventories whiegan in late 2007 and reduced vehicle builds 082fffset by
our participation in new automotive programs arldcted export opportunities.

Net sales of fabricated products increased by 28%d158.1 million for 2006 as compared to 2008nprily
due to a 13% increase in average realized pricg® &9 increase in shipments. The increase invbage realize
prices primarily reflects higher underlying primadgminum prices together with a richer product.nike increase
in volume in 2006 was led by Aero/HS and defensated shipments. Shipments of custom automotive and
industrial products and general engineering pradwetre also higher in 2006. The increased aerospatdefense-
related shipments reflect the strong demand fon pucducts. Additionally, the first new heat tresdte furnace of
our $139 million Trentwood expansion project reathél capacity and started producing in fourth gernof 2006,
contributing to increased shipments and a richedyect mix in that quarter.

Operating income for 2007 of $169.0 million was $4million higher than 2006. Operating income 602
included favorable impacts from heat treat platapgroximately $41.5 million from higher shipmeatsl stronger
value added pricing as compared to the prior yEae.impact of shipments for ground transportatiod ather
industrial applications to operating income wasrapimately $2.1 million unfavorable. The results20f07 also
reflect higher planned major maintenance expendeotrer costs, including energy and research anelaiement &
compared to 2006, partially offset by improved gaheost performance year over year. Depreciatiah a
amortization in 2007 was approximately $3.4 milllower than 2006, primarily as a result of the aggtion of fres!
start accounting partially offset by Constructiarprogress being placed into production in 2007.

Operating income for 2006 of $122.0 million was $3ehillion higher than for the prior year. Operagtimcome
for 2006 included a favorable impact of $33.6 roillifrom higher shipments, favorable mix, strongeug-added
pricing and favorable scrap raw material costsomspared to the prior year. Energy costs and cofbipeance botl
slightly improved year over year, offset by slightigher major maintenance. Depreciation and amatitin in 200t
was $4.6 million lower than 2005, primarily as auk of the adoption of fresh start accounting.

Operating income for 2007, 2006 and 2005 includesnun-rate items. Non-run-rate items to us amast¢hat,
while they may recur from period to period, aregéajticularly material to results, (2) affect cogtanarily as a
result of external market factors, and (3) mayreotr in future periods if the same level of ungied performance
were to occur. Non-run-rate items are part of aigitiess and operating environment but are wortlpeofg
highlighted for the benefit of the users of theaficial statements. Our intent is to allow userheffinancial
statements to consider our results both in ligrdraf separately from fluctuations in underlying aherices, natural
gas prices and currency exchange rates. These dentisted below (in millions of dollars) (Predsser and
Successor periods in 2006 have been combinedédguutpose of this discussion):

Year Ended December 31

2007 2006 2005
Metal gains (losses) (before considering LIF $(13.7) $20.8 $4.6
Non-cash LIFO benefit (charge 14.C (25.0 (9.3
Mark-to-market gains (losse 1.7 (2.2 —
Total nor-run-rate items $ 2€ $(649 $4.9

Segment operating results for 2007, 2006 and 20€l6de gains on intercompany hedging activities e
Primary Aluminum business unit totaling $19.8 noilj $44.6 million and $11.1 million, respectivelhese
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amounts eliminate in consolidation. Segment opegatsults exclude defined contribution savings glharges of
approximately $.4 million and $6.3 million for 20@6d 2005, respectively, which are included in @dyeerating
(benefits) charges, net (see Note 14 of Notes ts@lated Financial Statements included in IterfFgancial
Statements and Supplementary Data”).

Primary Aluminum

The table below provides selected operational arah€ial information (in millions of dollars excegltipments
and prices) for our Primary Aluminum segment:

Year Ended December 31, 200

July 1, 2006 Predecessol Predecessol

Year Ended through January 1, 2006 Year Ended

December 31 December 31 to December 31

2007 2006 July 1, 2006 Combined 2006

Shipments (mm lbs 157.2 7.5 77.1 154.4 155.€
Average realized third party sales

price (per pound $ 131 % 13C | $ 128 $ 12¢ % .9t

Net sales $ 206.z % 100.: | $ 98¢ $ 1992 ¢ 150.7

Segment Operating Incon $ 465 $ 10.€ | $ 124 $ 23z % 16.£

During 2007, third party net sales of primary alnom increased 4% compared to 2006. The increasetin
sales is primarily due to a 2% increase in shipmantl a 2% increase in average realized pricesn®a6006, third
party net sales of primary aluminum increased 32#%pared to 2005. This increase in 2006 was alnmigtedy
attributable to the increases in average realizexdgpy aluminum prices. The net sales and unitgsrido not
consider the impact of hedging transactions.

The following table recaps the major componentsegiment operating results for the current and year
periods (in millions of dollars) and the discussiollowing the table looks at the primary factoesadiing to such
differences. Many of such factors indicated argexthio significant fluctuation from period to pediand are large
impacted by items outside management’s control.lteee 1A. “Risk Factors.” (Predecessor and Sucegssnods
in 2006 have been combined for the purpose ofdisisussion.)

Year Ended December 31

2007 2006 2005
Anglesey operatior-related(1)(4 $58.7 $49.4 $32¢F
Internal hedging with Fabricated Products (19.9 (44.¢) (11.7
Derivative settlement— Pound Sterling(3)(4 10.z (- (-6)
Derivative settlement— External metal hedging(3)(: (10.6 1.2 (-3
Market-to-market on derivative instruments| 8.C 17.5 (4.7

$46.E $2372 $164

(1) Operating income from sales of production from Axsgly is impacted by the market price for primary
aluminum and alumina pricing, offset by the impafctoreign currency translatio

(2) Eliminates in consolidatiot
(3) Impacted by positions and market pric

(4) In 2007 we began to track Pound Sterling and eatenetal hedging derivative settlement gains asdde
separately from the Anglesey operatioakted income. As such we have conformed the ptasen for 200¢
and 2005 to that of 2007 to allow for an approgramparison of result

Primary Aluminum segment operating income in 209 ¢@npared to 2006 was favorably impacted
approximately $14.7 million by improved realizedcprg (after considering the impact of hedging saetions), the
components of which were (a) $24.8 million of lod@sses on intercompany hedging activities with the
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Fabricated Products segment (these intercompargehatounts are eliminated in consolidation), (d).8illion
of higher realized losses on external metal dexigdtansactions, and (c) $1.7 million of favoralsigact from the
changes in the LME price for primary aluminum oa tiperations of Anglesey (included in “Anglesey
operations-related” in the table above). Anglegegrations-related results in 2007 also reflect2d% favorable
contractual pricing adjustment for alumina startimghe second quarter of 2007, with a favorablpdot of

$7.6 million as compared to 2006. Additionally, g shipments and lower operating costs had ad@eimpact
of $6.5 million on Anglesey operations-related fessurhe foreign currency exchange rate (PoundiSggrcaused
an adverse impact of $8.0 million to Anglesey ofiers-related results, which was more than offyatdalized
hedging gains on Pound Sterling derivative trarnieast which was $10.3 million more favorable in 2@Ban 2006.
Segment operating results for 2007 reflected urme@imark-to-market gains for metal and currenayvdéve
transactions of $8.0 million compared to $17.3imilfor 2006.

In 2008, we anticipate that the Primary Aluminurgreent will be adversely impacted by approximately
$9 million due to the impact of Pound Sterling exabe rates, reflecting derivative transactions skeat higher
effective exchange rate in 2008 than those in piac2007. Additionally, management believes octaight cost
increases will have an adverse impact of approxaip&7 million in 2008 as compared to 2007.

The improvement in Anglesey operations-relatedite$u 2006 over 2005, as well as the offsettingeaise
internal hedging results were driven primarily bhgreases in primary aluminum market prices. Begigim the
second quarter of 2005, the Anglesey operatiorseaeloperating results were adversely affectechbgpproximate
20% increase in contractual alumina costs. Angleseyations-related operating results were alsctdt by an
approximate 15% contractual increase in Anglespgiser costs in 2006 (an adverse change of approeiyna
$5 million compared to 2005). Segment operatingltegor 2006 reflected unrealized mark-to-markaing for
metal and currency derivative transactions of $h7ilBon compared to unrealized losses of $4.1iomlifor 2006.

The nuclear plant that supplies Anglesey its paweurrently slated for decommissioning in 2010t Fo
Anglesey to be able to continue aluminum redugtiast September 2009 when its current power corgsqites,
Anglesey will have to secure a new or alternative/g@r contract at prices that make its aluminum cédn
operations viable. No assurance can be provideditihglesey will be successful in this regard.

In addition, given the potential for future shutdoand related costs, Anglesey temporarily suspeddédiend:
during the last half of 2006 and the first hal®07 while it studied future cash requirements.eBlasn a review of
cash anticipated to be available for future casglairements, Anglesey removed the temporary suspernsi
dividends and declared and paid dividends in AugasgtDecember of 2007. We received total divideafds
$14.3 million in respect of our 49% ownership ietgdrin 2007. Dividends over the past five yearshawctuated
substantially depending on various operationalraadket factors. During the last five years, castidéinds receive
were as follows: 2007 — $14.3, 2006 — $11.8, 200%9-0, 2004 — $4.5 and 2003 — $4.3. No assurancdea
given that Anglesey will not suspend dividends agaithe future.

Corporate and Other

Corporate operating expenses represent corporatggjeand administrative expenses that are natatkal to
our business segments. Corporate operating experskesle Other operating (benefit) charges, neudised abov

Corporate operating expenses for 2007 were $11®mhigher than in 2006. Of this increase, sakamy
incentive compensation accruals were $9.6 millighér primarily as a result of better operatingutesin 2007 as
compared to 2006. Included in the increase was@ease of $5.1 million in non-cash charges astmtiaith
equity compensation (see Note 11 of Notes to Cateseld Financial Statements included in Item 8ndFicial
Statements and Supplementary Dat@fjese increases were partially offset by a redndtiaetiree medical exper
of $1.0 million, a reduction in VEBA net periodietefit income (costs) of $3.2 million and lower tsdf®r outside
services related to compliance with the SarbandsyOXct of 2002 of $1.1 million. Additionally, inGD6 we
incurred approximately $1.3 million related to cartgr system upgrades compared to $.3 million ofi susts in
2007.
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Corporate operating expenses for 2006 were $10dl@miigher than in 2005. Incentive compensatiooraals
were $8.3 million higher in 2006 than in 2005, udihg a $4.0 million non-cash charge associateld thi¢ granting
of vested and non-vested shares of our common stoeiergence as more fully discussed in Notesi1 8rof
Notes to Consolidated Financial Statements includétgm 8.“Financial Statements and Supplementary Data.”
Additionally, we incurred $1.9 million of preparati costs related to the Sarbanes-Oxley Act of 20QP
$1.3 million of costs associated with certain cotepgystem upgrades. The remaining change in 200&ply
reflects lower salary and other costs related éontlovement toward a post-emergence structure.

Other Matters
Internal Revenue Service Section 382 Ruling

On May 2, 2007, we received a ruling from the In&#mRevenue Service (the “IRS”) relating to thelagpion
of Section 382 of the Internal Revenue Code of 1#8&6 “Code”) to our federal income tax attribuftee “IRS
ruling”).

Section 382 of the Code affects a corporation’sitalio use its federal income tax attributes, uttihg its net
operating loss carry-forwards, following a morertt#®% change in ownership during any period of @secutive
months, all as determined under the Code (an “ostmigichange”). Under Section 382(1)(5) of the Caflee were
to have an ownership change prior to July 6, 20608 (within the two-year period following our emergerfcom
chapter 11 bankruptcy on July 6, 2006), our abilityse our federal income tax attributes woul@lainated.
However, if we were to have an ownership changeraafter July 6, 2008, our ability to use our fedéncome tax
attributes would be limited, but not eliminated skirch circumstances, the amount of post-ownerstdpge annual
taxable income that could be offset by pre-owngrshiange tax attributes would be limited to an amegual to
the product of (a) the aggregate value of our antihg common shares immediately prior to the osfiprchange
and (b) the applicable federal long-term tax exeraf#t in effect on the date of the ownership change

In order to reduce the risk that any change inawumership would jeopardize the preservation offederal
income tax attributes existing upon our emergenm® fthapter 11 bankruptcy, our certificate of igmation
prohibits certain transfers of our equity secusiti®ore specifically, subject to certain exceptifmstransactions
that would not impair our federal income tax atitis, our certificate of incorporation prohibitg@nsfer of our
equity securities without the prior approval of @gard of Directors if either (a) the transferotds5% or more of
the total fair market value of all of our issuediautstanding equity securities (such person, a $6#eholder”) or
(b) as a result of such transfer, either (i) angpe or group of persons would become a 5% shatehot (ii) the
percentage stock ownership of any 5% shareholdatdime increased (any such transfer, a “5% traits#dgt

In addition, we entered into a stock transfer retstn agreement with the Union VEBA, which was ¢angest
shareholder upon our emergence from chapter 11rbpiay. Under the stock transfer restriction agreetnuntil
the restriction release date, subject to excepfimnsertain transactions that would not impair tederal income ta
attributes, the Union VEBA is prohibited from tréesing or otherwise disposing of more than 15%heftotal
common shares issued to the Union VEBA pursuaatitdPlan during any 12-month period without thepri
approval of our Board of Directors. Under our Pldue, Union VEBA had rights to receive 11,439,906homon
shares upon our emergence from chapter 11 bankrupieever, prior to emergence, the Union VEBA stddight
to 2,630,000 of such shares. Under the terms ofttiek transfer restriction agreement, the UniorB¥Evas treate
as if it received the full 11,439,900 shares atrgi@ece and sold 2,630,000 of such shares immeylitiedeafter.

The stock transfer restriction agreement conteregliiat a ruling would be sought from the IRS tfat,
purposes of Section 382 of the Code, we could treatUnion VEBA as having received 8,809,900 rathan
11,439,900 common shares pursuant to our planoofa@ization. On May 2, 2007, we received the IRBg,
which was to that effect. As a result of the IRBnigy under the stock transfer restriction agreetntie number of
common shares that generally may be sold by thedrMEBA during any 12-month period was reduced from
1,715,985 to 1,321,485 and the next date on whietUnion VEBA could sell common shares without phier
consent of our Board of Directors was January 8092 At the September 2007 meeting of our Boaridctors,
the Board approved a resolution granting its contethe sale by the Union VEBA of up to 627,20@ncoon
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shares. All 627,200 shares were sold by the UnigBA in the fourth quarter of 2007. The next dateadrich the
Union VEBA may sell common shares without the pdonsent of our Board of Directors is January 31,®2

Preserving our federal income tax attributes asfecir ability to issue new common shares becaude su
issuances must be considered in determining whathekvnership change has occurred under Sectionf3B2
Code. The IRS ruling increased the number of comsafames that we can currently issue without pcaénti
impairing our ability to use our federal income &iibutes. As a result of the IRS ruling, we camrently issue
approximately 17,400,000 common shares withoutriatéy impairing our ability to use our federakimme tax
attributes. However, additional sales by the Uni&BA could, and other 5% transactions would, deseghe
number of common shares we can issue during amyddfh period without impairing our ability to userdederal
income tax attributes. Similarly, any issuance@hmon shares by us would limit the number of shtrascould b
transferred in 5% transactions (other than salesifted to be made by the Union VEBA under the ktoansfer
restriction agreement without the consent of ousifaf Directors). If at any time we were to issiie maximum
number of common shares that we could possiblyeisgthout potentially impairing our ability to usé our federal
income tax attributes, there could be no 5% traiwas (other than sales by the Union VEBA permitteder the
stock transfer restriction agreement without thesemt of our Board of Directors) during the 36-nfopériod
thereafter.

Liquidity and Capital Resources
Summary

We ended 2007 with $68.7 million of cash and caghwalents, up from $50.0 million at the end of 800
Working capital, the excess of current assets oument liabilities, was $289.2 million at the esfd2007, up from
$208.5 million at the end of 2006. The increasedmnking capital is primarily driven by increasescissh,
inventories and deferred income tax assets, plgrtffset by a decrease in current derivative assetd a decrease
in current derivative liabilities primarily as astdt of changing underlying metal prices and fomeigrrency
exchange rates.

Cash equivalents consist primarily of money madastounts and other highly liquid investments with a
original maturity of three months or less when pased. Our liquidity is affected by restricted ctwsdt is pledged
as collateral for certain letters of credit or rieséd to use for workers’ compensation requireraamid other
agreements. Short term restricted cash, includédepaid expenses and other current assets, t@alBadnillion
and $1.7 million as of December 31, 2007 and 26&pectively. Long term restricted cash, which imakided in
Other Assets, was $14.4 million and $23.5 millism&dDecember 31, 2007 and 2006, respectively.
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Cash Flows

The following table summarizes our cash flow froperating, investing and financing activities fockeaf the
past three years (in millions of dollars):

Year Ended December 31, 200

Predecessol
Period from Period from Predecesso
Year Ended July 1, 2006 January 1, 2006 Year Ended
December 31 to December 31 to July 1, December 31
2007 2006 2006 Combined 2005
Total cash provided by (used ii
Operating activities
Fabricated Produc $ 144  $ 62 |$ 13  $ 7% % 88
Primary Aluminum 25 (7 36 29 20
Corporate and Oth (39) (36) (70 (10€) (20¢)
Discontinued Operatior — — 9 9 17
$ 13 19 | $ 12) $ 7 3 17
Investing activities
Fabricated Produc (62 (30 (27) (57 (30
Corporate and Oth 9 — — — —
Discontinued Operatior — — — — 401
$ 53 $ (30 | $ 2n $ 6B % 371
Financing activities
Corporate and Oth (58) 49 1 50 @)
Discontinued Operatior — — — — (387)
$ (58 ¢ 49 | $ 1 8 50 $ (399

Operating Activities

Fabricated Products - 2007, Fabricated Products operating activitiesiled approximately $144 million
of cash. This amount compares with 2006 when FataicProducts operating activities provided appnately
$75 million of cash and with 2005 when the Fabeda®roducts operating activities of the Predecqasided
approximately $88 million of cash. Cash provide@@®7 and 2006 was primarily due to improved opegatesults
offset in part by increased working capital. Ther@ase in working capital in 2007 and 2006 was ariythe resul
of the impact of higher primary aluminum prices amcteased demand for fabricated aluminum prodoiects
inventories and accounts receivable. Substan@diligf the cash provided in 2005 was generated foperating
results; working capital changes were modest.

Primary Aluminum —n 2007, operating activities attributable to auerest in and related to Anglesey
provided approximately $25 million in cash. Thisrgmares to 2006, when operating activities provided
approximately $29 million of cash attributable tar interest in and related to Anglesey. In 2005dperating
activities of the Predecessor provided approxirgg®2D million of cash attributable to our intereistsind related to
Anglesey. The increases in cash flows between 200872006 and between 2006 and 2005 were primarily
attributable to increases in primary aluminum magkees.

Corporate and Other —€orporate and Other operating activities used apprately $39 million of cash during
2007. Corporate and Other operating activitiesl(iiog all “legacy” costs) used approximately $I0lion of
cash during 2006. Corporate and Other operatingites of the Predecessor used approximately
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$108 million of cash in 2005. Cash outflows frommparate and other operating activities in 2007,6280d 2005
included: (1) zero, $11 million and $37 millionspectively, in respect of former employee and eetmedical
obligations through funding of the VEBASs; (2) paymtefor reorganization costs of approximately $#iom,

$28 million and $39 million, respectively; and (Byments in respect of general and administratstsctotaling
approximately $43 million, $41 million, $29 milliomespectively. The cash outflows in 2007 wereedfisy
approximately $9 million of proceeds from Other giing (benefits) charges, net. Cash outflows forpGrate and
Other operating activities in 2006 also includegmants pursuant to our Plan of $25 million.

Discontinued Operations -t 2006, Discontinued Operations operating actsitorovided $9 million of cash.
This compares with 2005 when Discontinued Operataperating activities of the Predecessor provikiedmillion
of cash. Cash provided by Discontinued Operatinri06 consisted of the proceeds from an $8 mifiaypment
from an insurer and a $1 million refund from comiritpihterests energy vendors. The decrease ingashded by
Discontinued Operations in 2006 over 2005 resyitédarily from a decrease in favorable operatirgutes due to
the sale of all of the commodity interests on AfriP005.

Investing Activities

Fabricated Products —€ash used in investing activities for FabricateddBcts was $62 million in 2007. This
compares to 2006 when Fabricated Products inveatitigities used $57 million in cash. Cash useithwesting
activities for Predecessor Fabricated Products$@8smillion in 2005. The increase in cash usedwesting
activities in 2007 compared to 2006 and 2006 corgbsr 2005 is primarily due to higher capital exgitures at ou
Trentwood facility in Spokane, WA. Refer tcCapital Expenditure below for additional information.

Corporate and Other —€ash provided in investing activities for Corporatel Other was $9 million in 2007.
This is related to the release of restricted fuhds we had on deposit as financial assurance dokevs’
compensation claims from the State of Washington.

Financing Activities

Corporate and Other —€ash used in 2007 was primarily related to a $9bamirepayment of the term loan
and approximately $7 million in cash dividends paidhareholders. Cash provided in 2006 was priynagiated to
drawing upon the $50 million term loan facility ss¢guent to emergence from chapter 11 bankruptch Gsed in
2005 primarily relates to net cash used by Discwtil Operations of approximately $387 million.

Sources of Liquidity

Our most significant sources of liquidity are furggmerated by operating activities and availab#@nd cash
equivalents. We believe funds generated from tipeeted results of operations, together with avilabsh and
cash equivalents will be sufficient to finance aiptated expansion plans and strategic initiatieegHe next fiscal
year. In addition, our revolving credit facility &ailable for additional working capital needsrorestmen:
opportunities. There can be no assurance, howthagrwe will continue to generate cash flows aatobove current
levels or that we will be able to maintain our abito borrow under our revolving credit facility.

In December 2007, we expanded our revolving lineretlit to $265 million. At December 31, 2007, veaiid
borrow approximately $239.6 million under this fagi Under the revolving credit facility, we aréla to borrow
(or obtain letters of credit) from time to timean aggregate amount equal to the lesser of $26@mdnd a
borrowing base comprised of eligible accounts redde, eligible inventory and certain eligible mishry,
equipment and real estate, reduced by certainveseall as specified in the revolving credit fagilThe revolving
credit facility has a five-year term and maturesuty 2011, at which time all principal amountsstahding
thereunder will be due and payable. Borrowings utitke revolving credit facility bear interest ataie equal to
either a base prime rate or LIBOR, at our optidas ja specified variable percentage determinecfarence to the
then remaining borrowing availability under theaking credit facility. The revolving credit fadii may, subject t
certain conditions and the agreement of lendergtimeler, be increased up to $275 million.
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Amounts owed under the revolving credit facilityyr#e accelerated upon the occurrence of varioustewd
default set forth in the agreement, including, withlimitation, the failure to make interest paynsawhen due and
breaches of covenants, representations and wasasst forth in the agreement.

The revolving credit facility is secured by a fiptority lien on substantially all of our assetglghe assets of
our US operating subsidiaries that are also borsweereunder. The revolving credit facility placestrictions on
our ability to, among other things, incur debt,atecliens, make investments, pay dividends, se#tasundertake
transactions with affiliates and enter into unredblines of business. At January 31, 2008, there we borrowings
outstanding and approximately $12.7 million of ¢ansling letters of credit under the revolving ctédcility.

Capital Expenditures

A component of our long-term strategy is our cdgigenditure program including our organic growth
initiatives.

We continue to fund our $139 million heat treat@lexpansion project at our Trentwood facility po&ane,
Washington, the majority of which is now fully opéipnal. This project significantly increases oaahtreat plate
production capacity and augments our product affeby increasing the thickness of heat treat dtegtlate we
can produce for aerospace and defense and gengraéering applications. Approximately $112.7 roitliof
spending on this project was incurred through 20ach of the capital spending related to the léstse of the heat
treat plate project, a $34 million follow-on invesnt announced in June 2007, will carry over to800

In 2007, we announced a $91 million investment @ogin our rod, bar and tube value stream including
facility expected to be located in Kalamazoo, Mgz as well as improvements at three existing sitruand
drawing facilities. This investment program is ecteel to significantly improve the capabilities afticiencies of
our rod and bar and seamless extruded and drawropdrations and enhance the market position ¢f graducts.
We expect the facility in Kalamazoo, Michigan todzplipped with two extrusion presses and a renpeltagion.
Completion of these investments is expected tomogulate 2009. Approximately $7 million of spendian these
projects was incurred in 2007. Management estinthtgsapproximately an additional $30 million ta6®3illion
will be incurred in 2008 and the remainder willibeurred in 2009.

In February 2008, we announced $14 million of dddél programs that will enhance Kaiser Sefect
capabilities in our Tulsa, Oklahoma and Shermamra$extrusion plants and significantly reduce eperg
consumption at one of our casting units in our wewod facility. We expect the majority of these &iddal
programs to be completed during 2008.

The remainder of our capital spending in 2007 waead among all manufacturing locations on projects
expected to reduce operation costs, improve proglugity or increase capacity.

The following table presents our capital expenaisinet of accounts payable, for each of the past ffiscal
years (in millions of dollars’

Predecessor
Year Ended December 31, 2006
Period from Period from
Year Ended July 1, 2006 through January 1, 2006 Year Ended
December 31 December 31 to July 1, December 31
2007 2006 2006 2005
Heat treat expansion proje $ 41  $ 26 | $ 22 % 18
Rod, bar and tube value stream investn 7 — — —
Other 17 10 8 13
Capital expenditures in accounts payz (3) (6) (2 —
Total capital expenditures, net of

accounts payabl $ 62 $ 30 | $ 28 §% 31
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Total capital expenditures for Fabricated Prodactscurrently expected to be in the $80 millioi$8® million
range for 2008 and are expected to be funded wsislig from operations. Capital expenditures in 200&rimarily
be comprised of (a) the remainder of the followheat treat plate investment noted above, (b) anfditispending
related to the $91 million investment program désad above, and (c) the $14 million of investmeagmms also
noted above. We anticipate the remainder of th& 2@ital spending to be spread among all manuiagtu
locations on projects expected to reduce operatists, improve product quality, increase capaditgnhance
operational security. We anticipate capital spegdn2009 on currently approved capital projects araintenance
activities to be in the $60 million to $70 millisange.

The level of capital expenditures may be adjustedhftime to time depending on our business plarise p
outlook for fabricated aluminum products, our ahito maintain adequate liquidity and other factdis assurances
can be provided as to the timing or success ofsaiz expenditures.

Debt and Capital

Concurrent with the execution of the revolving éréakility on July 6, 2006 discussed in tBeurces of
Liquidity section above, we entered into a term loan faailith a group of lenders that provided for a $50iom
term loan guaranteed by certain of our domesticaifgy subsidiaries. The term loan facility wadyfwrawn on
August 4, 2006. The term loan facility had a fivw@ar term expiring in July 2011, at which timegiihcipal amount
outstanding thereunder would be due and payableo®mngs under the term loan facility bore interata rate
equal to either a premium over a base prime rategsemium over LIBOR, at our option. On Decemtr2007,
the term loan was paid in full without incurringyapre-payment penalties.

Dividends

In June 2007, our Board of Directors approved gngent of a regular quarterly cash dividend of $&8
common share. In 2007 we declared and paid adgbtgproximately $7.4 million, or $.36 per commdrare, in
cash dividends under this program. Additionally,lecember 11, 2007, we declared a third dividend of
$3.7 million, or $.18 per common share, to stocllbad of record at the close of business on JarRigr2008, whic
was paid on February 15, 2008 bringing the totab@nds declared for 2007 to approximately $11 Hianior
$0.54 per common share.

Capital Structure

Successor: On the July 6, 2006 effective date of our Plamrspant to the Plan, all equity interests in Kaiser
outstanding immediately prior to such date werecelied without consideration and issued 20,000,080 shares
of common stock to a third-party disbursing agentdistribution in accordance with our Plan. Asdiscussed in
Note 9 of Notes to Consolidated Financial Stateswardiuded in Item &‘Financial Statements and Supplementary
Data” and elsewhere in this Report, there areicéisins on the transfer of our common stock. Initoid, under our
revolving credit facility, there are restrictions ability to purchase our common stock and limitasi on our ability
to pay dividends.

Predecessor: Prior to July 6, 2006, effective date of our RIRIAXXAM Inc. and one of its wholly owned
subsidiaries collectively owned approximately 6326ur common stock, with the remaining approxima®f%
being publicly held. However, as discussed in Nd@ef Notes to Consolidated Financial Statemertsided in
Item 8. “Financial Statements and SupplementargDaursuant to our Plan, all of the pre-emergermaty
interests in Kaiser were cancelled without congitlen upon our emergence from chapter 11 bankrumciuly 6,
2006.

Environmental Commitments and Contingencies

We are subject to a number of environmental laafines or penalties assessed for alleged breaxftibe
environmental laws, and to claims and litigatiosddhupon such laws. Based on our evaluation oétaed other
environmental matters, we have established enviemtah accruals of $7.7 million at December 31, 20@3wever,
we believe that it is reasonably possible that gkarin various factors could cause costs assoaidtedhese
environmental matters to exceed current accruabngunts that could be, in the aggregate, up to an
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estimated $15.5 million primarily in connection wibur ongoing efforts to address the historical afsgls
containing polychlorinated biphenyls, or PCBs hat Trentwood facility where we are working with uégory
authorities and performing studies and remedigtiomsuant to several consent orders with the Sfaféashington.

Contractual Obligations, Commercial Commitments andOff-Balance Sheet and Other Arrangements

Contractual Obligations and Commercial Commitments

We are obligated to make future payments undeouaréontracts such as long-term purchase obligatiod
lease agreements. We have grouped these contrabtigations into operating activities, investingiaities and
financing activities in the same manner as theyckssified in the Statement of Consolidated Cdstvéin order tc
provide a better understanding of the nature obtilgations and to provide a basis for compari®ohistorical
information.

The following table provides a summary of our siigaint contractual obligations at December 31, 2@ilars
in millions):

Payments Due by Perioc

2012 and
Total 2008 2009 2010 2011 Thereafter
Operating activities
Operating lease $10.7 3.8 3.5 2.C .9 .5
Purchase obligations(. 24.¢ 12.t 1.2 1.2 1.2 8.7
Deferred revenue arrangements 1.t 1.t — — — —
Investing activities
Capital equipment( A4 A4 — — — —
Financing activities
Dividends to shareholders( 3.7 3.7 — — — —
Other:
Standby letters of credit(! 14.1
Uncertain tax liabilities (FIN 48)(€ 26.5 -
Total contractual obligations( $21.¢ $4.7 $32 $21 $ 9.2

(1) We have various contracts with suppliers of alumirthat require us to purchase minimum quantities of
aluminum in future years at a price to be deterohimethe time of purchase primarily based on tradedyging
metal price at that time. Amounts presented intdlbée exclude such contracts as it is not possibtketermine
what the cost of the commitments will be at theetiofi payment. We believe the minimum quantitiesianesr
than our current requirements for alumint

(2) See"Obligations for operating activitie”
(3) See"Obligations for investing activitie”
(4) See"Obligations for financing activitie”

(5) This amount represents the total amount committeltustandby letters of credit, substantially &lvbich
expire within approximately twelve months. Thedestof credit relate primarily to workers’ competisa,
environmental and other activities. As the amounider these letters of credit are contingent orpagment
to third parties, it is not practical to presenhaal payment informatior

(6) At December 31, 2007, we had uncertain tax postighich ultimately could result in a tax paymens. the
amount of ultimate tax payment is contingent ontébxeauthorities’ assessment, it is not practicgresent
annual payment informatio

(7) Total contractual obligations exclude future anrualable cash contributions to the VEBAs, whichrat be
determined at this time. See “Off-Balance Sheet@thekr Arrangements” below for a summary of possibl
annual variable cash contribution amounts at varleuels of earnings and cash expenditt
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Obligations for operating activities

Cash outlays for operating activities consist pritya@f operating leases. Operating leases reptaseiti-year
obligations for certain manufacturing facilitiesarghousing , office space and equipment. Defemednue
arrangements relate to commitment fees received fnastomers for future delivery of products over specified
contract period. While these obligations are ngeexed to result in cash payments, they representactual
obligations for which we would be obligated if thgecified product deliveries could not be madecPRase
obligations represent raw-material, energy andrgthiechase obligations.

Obligations for investing activities

Capital project spending included in the precedaide represents non-cancelable capital commitraents
December 31, 2007. We expect capital projects tubded through cash from our operations.

Obligations for financing activities

Cash outlays for financing activities consist ofidends to shareholders. In June 2007, our BoaRirefctors
initiated the payment of a regular quarterly casfdénd of $.18 per common share. In 2007 we dedland paid a
total of approximately $7.4 million, or $.36 pememon share, in cash dividends under this program. O
December 11, 2007, the Company declared a thiidetid of $3.7 million, or $.18 per common share, to
stockholders of record at the close of busines3amiary 25, 2008, which was paid on February 16820

Off-Balance Sheet and Other Arrangements

We have agreements to supply alumina to and tchpsecaluminum from Anglesey. Both the alumina sales
agreement and primary aluminum purchase agreemetied to primary aluminum prices.

Our employee benefit plans include the following:

« We are obligated to make monthly contributions vé dollar per hour worked by each bargaining unit
employee to the appropriate multi-employer pengians sponsored by the USW and International
Association of Machinists and certain other uniahsix of our production facilities. This obligaticame
into existence in December 2006 for four of ourduation facilities upon the termination of four ohefd
benefit plans. The arrangement for the other tweations came into existence during the first quart005
We currently estimate that contributions will rarfgem $1 million to $3 million per yea

« We have a defined contribution 401(k) savings ptarhourly bargaining unit employees at five of our
production facilities. We are required to make dbntions to this plan for active bargaining unitgoyees
at these production facilities that will range fr&800 to $2,400 per employee per year, dependirtgeon
employee’s age and/or service. This arrangemeng é¢ato existence in December 2004 for two productio
facilities upon the termination of one defined Hérgan. The arrangement for the other three liocet came
into existence during December 2006. We currergtingate that contributions to such plans will rafrgen
$1 million to $3 million per yeai

« We have a defined benefit plan for our salariedleyges at our production facility in London, Ontawith
annual contributions based on each salaried emg’s age and years of servi

« We have a defined contribution 401(k) savings ptarsalaried and non-bargaining unit hourly empks/e
providing for a match of certain contributions @olfor dollar on the first four percent of compeimamade
by employees plus an annual contribution of betw2¥rand 10% of their compensation depending om thei
age and years of service. All new hires after Jgnlia2004 receive a fixed 2% contribution. We eutty
estimate that contributions to such plan will rafrgen $1 million to $3 million per yea

« We have a non-qualified defined contribution restion plan for key employees who would otherwiskesu
a loss of benefits under our defined contributiOd ) savings plan as a result of the limitatiogghe Code
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« We have an annual variable cash contribution to/fBBA under agreements reached during our chagter 1
bankruptcy. Under these agreements, the amour tofitributed to the VEBAs will be 10% of the first
$20 million of annual cash flow (as defined; bubgelly, earnings before interest, taxes and dégfen anc
amortization less cash payments for, among otliegshinterest, income taxes and capital experesplu:
20% of annual cash flow, as defined, in exces26frillion. Our agreement with the Union VEBA
terminates for periods beginning after Decembe2812. Under these agreements the aggregate annual

payments may not exceed $20 million and are afsitdd (with no carryover to future years) to théeex
that the payments would cause our liquidity todssithan $50 million. Such amounts are determinezho
annual basis and payable upon the earlier of (@)da¥s following the end of fiscal year, or witHib days
following the date on which we file our Form 10-HKtlwthe SEC (or, if no such report is required éofited,

within 15 days of the delivery of the independamditor' s opinion of our annual financial statemen

The following table shows (in millions of dollarg)e estimated amount of variable VEBA payments that
would occur under these agreements at differingléesf earnings before depreciation, interest, imedaxes
(“EBITDA") and cash payments in respect of, amotigeo items, interest, income taxes and capital
expenditures. The table below does not considelighility limitation and certain other factors thaould

impact the amount of variable VEBA payments due, émetrefore, should be considered only for illusiea

purposes.
Cash Payments fol
Capital Expenditures, Income Taxes,
Interest Expense, etc.
EBITDA $25.0 $50.0 $75.0 $100.(
$20.0 $— $— $— $ —
40.0 1.5 — — —
60.0 5.C 1.C — —
80.0 9.C 4.C 5 —
100.0 13.C 8.C 3.C —
120.0 17.C 12.C 7.C 2.C
140.0 20.C 16.C 11.C 6.C
160.0 20.C 20.C 15.C 10.C
180.0 20.C 20.C 19.C 14.C
200.0 20.C 20.C 20.C 18.C

« We have a short term incentive compensation plaoddain members of management payable in casth
is based primarily on earnings, adjusted for cersaifety and performance factors. Most of our petidan

facilities have similar programs for both hourlydasalaried employee

We have a stock-based long-term incentive plaméorain members of management and our directors. As
more fully discussed in Note 11 of Notes to Cortaited Financial Statements, included in ItemRaéncial
Statements and Supplementary Data,” an initial rgereerelated award was made under this program i
second half of 2006. Awards were also made in Agprd June 2007 and additional awards are expectee t

made in future year:

Critical Accounting Estimates

Our consolidated financial statements are preparadcordance with United States Generally Accepted
Accounting Principles (“GAAP?”). In connection withe preparation of our financial statements, wereggired to
make assumptions and estimates about future exadsapply judgments that affect the reported arsooiassets,
liabilities, revenue, expenses and the relatedatisces. We base our assumptions, estimates agthgrds on

historical experience, current trends and othdaofadhat management believes to be relevant atrtteeour
consolidated financial statements are prepared @gular basis, management reviews the accouptiligjes,

assumptions, estimates and judgments to ensureuhéihancial statements are presented fairlyiaratcordance
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with United States GAAP. However, because futuenévand their effects cannot be determined wittaicgy,
actual results could differ from our assumptiond astimates, and such differences could be material

Our significant accounting policies are discusseblote 1, “Summary of Significant Accounting Padisj of
Notes to Consolidated Financial Statem¢’ included in Item 8, “Financial Statements and @ementary Data.”
Management believes that the following accountistimeates are the most critical to aid in fully urstanding and
evaluating our reported financial results, and iegmanagement’s most difficult, subjective or céexgudgments,
resulting from the need to make estimates aboutffleets of matters that are inherently uncertsfanagement has
reviewed these critical accounting estimates alada@ disclosures with the Audit Committee of owaid.

Potential Effect if Actual Results
Description Judgments and Uncertainties Differ From Assumptions

Application of fresh start accounting.

Upon emergence from chapter 11 We determine fair value using widely Although we believe that the judgments
bankruptcy, we applied “fresh start” accepted valuation techniques, and estimates discussed herein are
accounting to our consolidated financial  including discounted cash flow and reasonable, if actual results are not
statements as required by SOP 90-7. As market multiple analyses. These types consistent with our estimates or

such, in July 2006, we adjusted of analyses contain uncertainties assumptions, we may be exposed to an
stockholders’ equity to equal the because they require management to impairment charge that could be
reorganization value of the entity at make assumptions and to apply significant.

emergence. Additionally, items such as  judgment to estimate industry econol
accumulated depreciation, accumulated factors and the profitability of future
deficit and accumulated other business strategies.
comprehensive income (loss) were reset to

zero. We allocated the reorganization value

to our individual assets and liabilities based

on their estimated fair value at the

emergence date based, in part, on

information from a third party appraiser.

Such items as current liabilities, accounts

receivable and cash reflected values similar

to those reported prior to emergence. ltems

such as inventory, property, plant and

equipment, long-term assets and long-term

liabilities were significantly adjusted from

amounts previously reported. Because fresh

start accounting was adopted at emergence

and because of the significance of liabilities

subject to compromise that were relieved

upon emergence, meaningful comparisons

between the historical financial statements

and the financial statements from and after

emergence are difficult to mak
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Potential Effect if Actual Results
Description Judgments and Uncertainties Differ From Assumptions

Our judgments and estimates witk

respect to commitments and

contingencies.

Valuation of legal and other continge In estimating the amount of any loss  Although we believe that the judgme
claims is subject to a great deal of judgm many instances a single estimation of and estimates discussed herein are
and substantial uncertainty. Under United the loss may not be possible. Rather reasonable, actual results could differ,
States GAAP, companies are required to may only be able to estimate a range and we may be exposed to losses or
accrue for contingent matters in their possible losses. In such event, United gains that could be material if different
financial statements only if the amount of States GAAP requires that a liability bethan those reflected in our accruals.
any potential loss is both “probablaiid the established for at least the minimum .

amount (or a range) of possible lossis  of the range assuming that there is no 10 the extent we prevail in matters for
“estimatable.” In reaching a determination other amount which is more likely to ~ Which reserves have been establishe

of the probability of an adverse ruling in  occur. are required to pay amounts in exces
respect of a matter, we typically consult our reserves, our future results from
outside experts. However, any such operations could be materially affected.

judgments reached regarding probability
subject to significant uncertainty. We may,
in fact, obtain an adverse ruling in a matter
that we did not consider a “probable” loss
and which, therefore, was not accrued fc
our financial statements. Additionally, facts
and circumstances in respect of a mattel
change causing key assumptions that were
used in previous assessments of a matter to
change. It is possible that amounts at risk in
respect of one matter may be “traded off”
against amounts under negotiations in a
separate matte
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Description Judgments and Uncertainties

Potential Effect if Actual Results
Differ From Assumptions

Our judgments and estimates in respec
of our employee defined benefit plans.
At December 31, 2007 we had two definedSince recorded obligations represent

The rate used to discount future

benefit postretirement medical plans (the present value of expected pension and estimated liabilities is determined

postretirement medical plans maintained bypostretirement benefit payments over
the VEBAs which we are required to refli the life of the plans, decreases in the
on our financial statements) and a pensiondiscount rate (used to compute the

considering the rates available at year
end on debt instruments that could be
used to settle the obligations of the p

plan for our Canadian plant. Liabilities and present value of the payments) would A change in the discount rate of 1/4 of

expenses for pension and other cause the estimated obligations to

1% would impact the accumulated

postretirement benefits are determined
using actuarial methodologies and
incorporate significant assumptions,
including the rate used to discount the

increase. Conversely, an increase in theension benefit obligations by
discount rate would cause the estimatedpproximately $.2 million, $1.3 million
present value of the obligations to and $7.0 million in relation the

decline. The LTRR on plan assets Canadian pension plan, the VEBA that

future estimated liability, the long-term ratereflects an assumption regarding what provides benefits for eligible salaried

of return on plan assets, and several
assumptions relating to the employee

the amount of earnings would be on  retirees and their surviving spouses and
existing plan assets (before consideringeligible dependents (the “Salaried

workforce (salary increases, medical costsany future contributions to the plans). VEBA”) and the Union VEBA,

retirement age, and mortality). The most
significant assumptions used in determir

Increases in the assumed LTRR wouldrespectively, and have an immaterial
cause the projected value of plan assetsnpact to net income in 2008.

the estimated year-end obligations were thavailable to satisfy pension and

assumed discount rate, long-term rate of postretirement obligations to increase, The long-term rate of return on plan

return (“LTRR”) and the assumptions
regarding future medical cost increases
Note 10).

yielding a reduced net expense in
respect of these obligations. A reduc

of projected net assets available to
satisfy pension and postretirement
obligations and, thus, cause the net

assets is estimated by considering
historical returns and expected returns

in the LTRR would reduce the amount on current and projected asset

allocations. A change in the assumption
for the long-term rate of return on plan
assets of 1/4 of 1% would impact net

expense in respect of these obligationsincome by approximately zero,

to increase. As the assumed rate of

$.2 million and $.9 million in 2008 in

increase in medical costs goes up, so relation to the Canadian pension plan,

does the net projected obligation.

the Salaried VEBA and the Union

Conversely, if the rate of increase was VEBA, respectively.

assumed to be smaller, the projected
obligation would decline.
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An increase in the health care trend rate
of 1/4 of 1% would increase the
accumulated benefit obligations of the
Union VEBA by approximately

$6.7 million and net income by $.6
million in 2008 and a decrease in the
health care trend rate of 1/4 of 1%
would decrease accumulated benefit
obligations of the Union VEBA by
approximately $7.0 million and net
income by $.5 million in 200¢




Potential Effect if Actual Results
Description Judgments and Uncertainties Differ From Assumptions

Our judgments and estimates in respec

to environmental commitments and

contingencies.

We are subject to a number Making estimates of possik Although we believe that the judgme
environmental laws and regulations, to fi environmental remediation costs is and estimates discussed herein are

or penalties assessed for alleged breact subject to inherent uncertainties. As  reasonable, actual results could differ,
such laws and regulations and to claims additional facts are developed and and we may be exposed to losses or
litigation based upon such laws and definitive remediation plans and gains that could be material if different
regulations. Based on our evaluation of  necessary regulatory approvals for than those reflected in our accruals.
environmental matters, we have establisheithplementation of remediation are .
environmental accruals, primarily related teestablished or alternative technologies T0 the extent we prevail in matters for
potential solid waste disposal and soil and are developed, changes in these and Which reserves have been established,
groundwater remediation matters. These other factors may result in actual costs OF are required to pay amounts in ex
environmental accruals represent our exceeding the current environmental  Of our reserves, our future results from
estimate of costs reasonably expected to baccruals. operations could be materially affected.
incurred on a going concern basis in the

ordinary course of business based on

presently enacted laws and regulations,

currently available facts, existing

technology and our assessment of the likely

remediation action to be take

See Note 12 of Notes to Consolida

Financial Statements in Iltem 8. “Financial

Statements and Supplementary Data” for

additional information in respect of

environmental contingencie
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Potential Effect if Actual Results
Description Judgments and Uncertainties Differ From Assumptions

Our judgments and estimates in respec
of conditional asset retirement

obligations.

We recognize conditional asset retirem  The estimation of CAROs is subject1 Although we believe that the judgme
obligations (CAROs) related to legal number of inherent uncertainties and estimates discussed herein are
obligations associated with the normal including: (1) the timing of when any reasonable, actual results could differ,
operations of certain of our facilities. Thesesuch CARO may be incurred, (2) the and we may be exposed to losses or
CARO s consist primarily of incremental  ability to accurately identify all gains that could be material if different
costs that would be associated with the  materials that may require special than those reflected in our accruals.

removal and disposal of asbestos (all of handling or treatment, (3) the ability to
which is believed to be fully contained and reasonably estimate the total
encapsulated within walls, floors, ceilings incremental special handling and other
or piping) of certain of the older facilities if costs, (4) the ability to assess the
such facilities were to undergo major relative probability of different
renovation or be demolished. No plans  scenarios which could give rise to a
currently exist for any such renovation or CARO, and (5) other factors outside a
demolition of such facilities and the companys control including changes
Company'’s current assessment is that the regulations, costs and interest rates. As
most probable scenarios are that no such such, actual costs and the timing of <
CARO would be triggered for 20 or more costs may vary significantly from the

years, if at all. estimates, judgments and probable
. o scenarios we considered, which could,
Under current accounting guidelines, in turn, have a material impact on our

liabilities and costs for CAROs mustbe  f,ture financial statements.
recognized in a company’s financial
statements even if it is unclear when or if
the CARO will be triggered. If it is unclear
when or if a CARO will be triggered,
companies are required to use probability
weighting for possible timing scenarios to
determine the probability weighted amot
that should be recognized in the company’s
financial statement:

See Note 5 of Notes to Consolida

Financial Statements in Item 8. “Financial
Statements and Supplementary Data” for
additional information in respect of
environmental contingencie
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Description Judgments and Uncertainties

Potential Effect if Actual Results
Differ From Assumptions

Long Lived Assets

Long-lived assets other than goodwill and Our impairment loss calculations wot
indefinite-lived intangible assets, which arecontain uncertainties because they
separately tested for impairment, are require management to make
evaluated for impairment whenever eventsassumptions and apply judgment to
or changes in circumstances indicate that estimate future cash flows and asset
the carrying value may not be recoverable.values, including forecasting useful
When evaluating long-lived assets for lives of the assets and selecting the
potential impairment, we first compare the discount rate that reflects the risk
carrying value of the asset to the asset’s inherent in future cash flows.
estimated future cash flows (undiscounted

and without interest charges). If the

estimated future cash flows are less thar

carrying value of the asset, we calculate an

impairment loss. The impairment loss

calculation compares the fair value, which

may be based on estimated future cash

flows (discounted and with interest

charges). We recognize an impairment loss

if the amount of the asset’s carrying value

exceeds the assets estimated fair value. If

we recognize an impairment loss, the

adjusted carrying amount of the asset

becomes its new cost basis. For a

depreciable long-lived asset, the new cost

basis will be depreciated (amortized) over

the remaining useful life of that ass

55

We have not made any material char
in our impairment loss assessment
methodology during the past three fis
years.

We do not believe there is a reasonable
likelihood that there will be a material
change in the estimates or assumptions
we use to calculate long-lived asset
impairment losses. However, if actual
results are not consistent with our
estimates and assumptions used in
estimating future cash flows and asset
fair values, we may be exposed to lo
from impairment charges that could be
material.




Potential Effect if Actual Results
Description Judgments and Uncertainties Differ From Assumptions

Income Tax Provision.

We have substantial tax attributes availablénherent within the completion of our  Although we believe that the judgments
to offset the impact of future income taxes.assessment of the need for a valuationand estimates discussed herein are
We have a process for determining the r allowance, we made significant reasonable, actual results could differ,
for a valuation allowance with respectto judgments and estimates with respec and we may be exposed to losses or
these attributes. The process includes an future operating results, timing of the gains that could be material.
extensive review of both positive and reversal of deferred tax assets and our ) .

negative evidence including our earnings assessment of current market and A change in our effective tax rate by
history, future earnings, adverse recent  industry factors. In order to determine Would have had an impact of
occurrences, carry forward periods, an  the effective tax rate to apply to interim @PProximately $1.8 to net income for
assessment of the industry and the impe periods estimates and judgments are the year ended December 31, 2007.
the timing differences. At the conclusion ofmade (by taxable jurisdiction) as to the

this process in 2007, we determined we metmount of taxable income that may be

the “more likely than not” criteria to generated, the availability of deductic
recognize the vast majority of our tax and credits expected and the availab
attributes. The benefit associated with the of net operating loss carry forwards or
reduction of the valuation allowance, other tax attributes to offset taxable
previously recorded against these tax income.

attributes, was recorded as an adjustmentto ) )
Stockholders’ equity rather than as a Making such estimates and judgmen

reduction of income tax expense. We ex subje.ct. to inherer)t gncertainties given
to record a full statutory tax provision in  the difficulty predicting such factors as
future periods and, therefore, the benefit offuture market conditions, customer
any tax attributes realized will only affect '€quirements, the cost for key inputs

future balances sheets and statements of SUch as energy and primary aluminum,
cash flows. overall operating efficiency and many

other items. However, if among other
In accordance with United States GAAP, things, (1) actual results vary from our
financial statements for interim periods  forecasts due to one or more of the
include an income tax provision based on factors cited above or elsewhere in this
the effective tax rate expected to be inc.  Report, (2) income is distributed
in the current year. differently than expected among tax
jurisdictions, (3) one or more mater
events or transactions occur which w
not contemplated, (4) other
uncontemplated transactions occur, or
(5) certain expected deductions, credits
or carry forwards are not be available
is possible that the effective tax rate for
a year could vary materially from the
assessments used to prepare the interim
consolidated financial statements. See
Note 9 of Notes to Consolidat
Financial Statements included in Iten
“Financial Statements and
Supplementary Data” for additional
discussion of these matte
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Potential Effect if Actual Results

Description Judgments and Uncertainties Differ From Assumptions
Tax Contingencies.
We adopted FASB Interpretation No. 48, Our FIN 48 reserve contains Although management believes that the
Accounting for Uncertainty in Income uncertainties because management is judgments and estimates discus
Taxes, an Interpretation of FASB Staterr required to make assumptions and to herein are reasonable, actual results
No. 109 “FIN 48”) at emergence. The apply judgment to estimate the could differ, and we may be exposed to

adoption of FIN 48 did not have a material exposures associated with our various losses or gains that could be material.

impact on our financial statements. filing positions. -
To the extent we prevail in matters for

In accordance with FIN 48, we use a “moreOur effective income tax rate is also  which reserves have been established,
likely than not” threshold for recognition of affected by changes in tax law, the tax or are required to pay amounts in ex

tax attributes that are subject to jurisdiction of new plants or busine of our reserves, our effective income
uncertainties and measure reserves in ventures, the level of earnings and the rate in a given financial statement
respect of such expected benefits based omesults of tax audits. period could be materially affected. An
their probability as prescribed by FIN 48. A unfavorable tax settlement could req;
number of years may elapse before a use of our cash and would result in an
particular matter, for which we have increase in our effective income tax r
established a reserve, is audited and fully in the period of resolution. A favorable
resolved or clarified. We adjust our FIN 48 tax settlement would be recognized as a
reserve and income tax provision in the reduction in our effective income tax
period in which actual results of a rate in the period of resolution.
settlement with tax authorities differs from . .
our established reserve, the statute of A change in our effective tax rate by
limitations expires for the relevant tax would have had an impact of
authority to examine the tax position or approximately $1.8 to net income for
when more information becomes availal the year ended December 31, 2007.
Predecessor:

Our critical accounting policies after emergenasfrchapter 11 bankruptcy will, in some cases, Herdnt
from those before emergence. Many of the signifipasigments affecting our financial statementstesta matters
related to chapter 11 bankruptcy proceedings bilili@s that were resolved pursuant to our Plamevé critical
accounting policies before emergence were the sancerrent policies and/or no unique circumstaesésed, the
policies are not repeated below.

1. Predecessor Reporting While in Reorganization.

Our consolidated financial statements as of andldes and periods prior to July 1, 2006, were gmegbon a
“going concern” basis in accordance with SOP 9@« d@id not include the impacts of our Plan inclgdin
adjustments relating to recorded asset amountse#itdution of liabilities subject to compromisedghe
cancellation of the interests of our pre-emergestaekholders. Adjustments related to our Plan nadtgaffected
the consolidated financial statements includedamI8. “Financial Statements and Supplementary’etanore
fully shown in the opening July 1, 2006 balancessipeesented in Note 2 of Notes to Consolidatediéral
Statements included in Item 8. “Financial Statermamd Supplementary Data”.

In addition, during the course of the chapter liikaptcy proceedings, there were material impaatkiding:

« Additional filing date claims were identified thrgli the proof of claim reconciliation process anasarin
connection with actions taken by us in the chapiebankruptcy proceedings. For example, while we
considered rejection of the Bonneville Power Adstirgtion, or BPA, contract to be in our best loag#
interests, the rejection resulted in an approxir&te million claim by the BPA. In the second quadg
2006, an agreement with the BPA was approved bB#mkruptcy Court under which the claim was settled
for a pre-petition claim of $6.1 million
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« The amount of pre-filing date claims ultimatelyoalied by the Bankruptcy Court in respect of contirige
claims and benefit obligations was materially diéie from the amounts reflected in our consolidated
financial statement:

» As more fully discussed below, changes in busipésss precipitated by the chapter 11 bankruptcy
proceedings resulted in significant charges aststiaith the disposition of asse

2. Our judgments and estimates with respect to dtmments and contingencies.

Valuation of legal and other contingent claimstibject to judgment and substantial uncertainty. éjridhited
States GAAP, companies are required to accruediotirggent matters in their financial statementg dginthe amour
of any potential loss is both “probable” and theoamt or range of possible loss is “estimatable.fdaching a
determination of the probability of adverse rulinge typically consult outside experts. However prdgments
reached regarding probability are subject to sigaift uncertainty. We may, in fact, obtain an adeeuling in a
matter that it did not consider a “probable” logssl avhich was not accrued for in our financial staets.
Additionally, facts and circumstances causing kesuaptions that were used in previous assessnrenssilgject to
change. It is possible that amounts at risk inrmatter may be “traded off” against amounts undgotiation in a
separate matter. Further, in many instances aesesjimation of a loss may not be possible. Rathemay only be
able to estimate a range for possible losses.dn suent, United States GAAP requires that a ligtdile established
for at least the minimum end of the range assurtfiagthere is no other amount which is more likelpccur.

Prior to our emergence from chapter 11 bankrupteyhad two potentially material contingent obligas that
were subject to significant uncertainty and vatigbin their outcome: (1) the USW unfair labor ptie claim and
(2) the net obligation in respect of personal ipjtelated matters.

As more fully discussed in Note 24 of Notes to Guidaited Financial Statements included in ItemRBné&ncia
Statements and Supplementary Data”, we accruedhanra in the fourth quarter of 2004 for the USWainfabor
practice matter. We did not accrue any amount poidhe fourth quarter of 2004 because we did paosider the
loss to be “probable.” Our assessment had beenhbatossible range of loss in this matter rangeuh zero to
$250 million based on the proof of claims fileddasther information provided) by the National Lalb®lations
Board, or NLRB, and the USW in connection with obapter 11 bankruptcy proceedings. While we coetinio
believe that the unfair labor practice charges wétieout merit, during January 2004, we agreedltimaa claim in
favor of the USW in the amount of the $175 millama compromise and in return for the USW agreteing
substantially reduce or eliminate certain benefitments as more fully discussed in Note 24 of Ntwes
Consolidated Financial Statements included in I8efiFinancial Statements and Supplementary DatalWéter,
this settlement was not recorded at that time mrawas still subject to Bankruptcy Court apptoVae
settlement was ultimately approved by the Bankyu@tourt in February 2005 and, as a result of theingency
being removed with respect to this item (which arpgor to the December 31, 2004 balance shee}, datmn-cash
charge of $175 million was reflected in our condated financial statements at December 31, 2004.

Also, as more fully discussed in Note 24 of Note€bnsolidated Financial Statements included im I8
“Financial Statements and Supplementary Data”, weewone of many defendants in personal injury daisna
large number of persons who assert that theirieguvere caused by, among other things, exposwasttestos
during, or as a result of, their exposure to préglgontaining asbestos last produced or sold byare than
20 years ago. We have also previously disclosetdctitéain other personal injury claims had beestfih respect of
alleged pre-filing date exposure to silica and ¢aapitch volatiles. Due to the chapter 11 bantecyproceedings,
existing lawsuits in respect of all such personglry claims were stayed and new lawsuits couldosotommenced
against us. Our June 30, 2006 financial statemealisded a liability for estimated asbestos-relatests of
$1,115 million, which represented our estimatehefriinimum end of a range of costs. The upper éodo
estimate of costs was approximately $2,400 milihod we were aware that certain constituents haattasisthat
they believed that actual costs could exceed themna of our estimated range, by a potentially neltamount. No
estimation of our liabilities in respect of suchttaes occurred as a part of our Plan. However,rgthat our Plan
was implemented in July 2006, all such obligatisnsespect of these personal injury claims havenlvesolved and
will not have a continuing effect on our financtaindition after emergence.

58




Our June 30, 2006 financial statements includezhg-term receivable of $963.3 million for estimated
insurance recoveries in respect of personal injlayns. We believed that, prior to the implememtatdf our Plan,
recovery of this amount was probable (if our Plaaswot approved) and additional amounts were reabiesin the
future if additional liability was ultimately det@ined to exist. However, we could not provide aasoe that all
such amounts would be collected. However, as cam ®Bbs implemented in July 2006, the rights topttoeeeds
from these policies have been transferred (alottly thie applicable liabilities) to certain persoimgliry trusts set up
as a part of our Plan and we have no continuireraésts in such policies.

3. Our judgments and estimates related to emplbgaefit plans.

Pension and postretirement medical obligationsushedl in the consolidated financial statements ia¢ 30,
2006 and at prior dates were based on assumptiahg/ere subject to variation from year to yeactbuariations
can cause our estimate of such obligations to sigmyificantly. Restructuring actions relating tar @xit from most
of our commaodities businesses also had a significapact on the amount of these obligations.

For pension obligations, the most significant agstions used in determining the estimated year-dridation
were the assumed discount rate and LTRR on pensigts. Since recorded pension obligations représen
present value of expected pension payments ovéiféehef the plans, decreases in the discountuagsl to compute
the present value of the payments cause the estino@iligations to increase. Conversely, an increatiee discount
rate would cause the estimated present value aftitigations to decline. The LTRR on pension assedtected our
assumption regarding what the amount of earningddvoe on existing plan assets before considemygfature
contributions to the plans. Increases in the asduM&®R would cause the projected value of plantasseailable ti
satisfy pension obligations to increase, yieldimg@uced net pension obligation. A reduction inttAi&R would
reduce the amount of projected net assets availalsiatisfy pension obligations and, thus, cause#t pension
obligation to increase.

For postretirement obligations, the key assumptigesl to estimate the year-end obligations werdigeount
rate and the assumptions regarding future medasdsdncreases. The discount rate affected thegtivetnent
obligations in a similar fashion to that descriladve for pension obligations. As the assumedafaitecrease in
medical costs went up, so did the net projectetatibn. Conversely, as the rate of increase wsgrasd to be
smaller, the projected obligation declined.

Since our largest pension plans and the post-netiné medical plans were terminated in 2003 and 20@4
amount of variability in respect of such plans wabstantially reduced. However, there were fiveaiaing defined
benefit pension plans that were still ongoing pegdhe resolution of certain litigation with the 88. We prevaile
in the litigation against the PBGC in August 20@halding earlier decisions, and four of these rerngi plans
were terminated in December 2006 pursuant to aeeagent reached with PBGC.

Given that all of our significant benefit planseafthe emergence date are defined contributiorsplamave
limits on the amounts to be paid, our future finahstatements will not be subject to the sametilityaas our
financial statements prior to emergence and theitettion of the plans.

4. Our judgments and estimates related to enviroteheommitments and contingencies.

We are subject to a number of environmental lavesragulations, to fines or penalties that may sessed for
alleged breaches of such laws and regulationstaol@an-up obligations and other claims and lit@gabased upon
such laws and regulations. We have in the past Aedmay in the future be subject to a numberaifred under th
Comprehensive Environmental Response, Compensatidhiability Act of 1980, as amended by the Suyaf
Amendments Reauthorization Act of 1986, or CERCLA.

Based on our evaluation of these and other enviemtah matters, we have established environmentalals,
primarily related to investigations and potentatediation of the soil, groundwater and equipménuacurrent
operating facilities that may have been adversalyacted by hazardous materials, including PCBss&he
environmental accruals represent our estimate stEaeasonably expected to be incurred on a gaingezn basis |
the ordinary course of business based on presemélgted laws and regulations, currently availadtést existing
technology and our assessment of the likely renhedifon to be taken. However, making estimategasisible
environmental costs is subject to inherent unasties. As additional facts are developed and definremediation
plans and necessary regulatory approvals for impihgation of remediation are established or altéreat
technologies are developed, actual costs may exbestlirrent environmental accruals.
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New Accounting Pronouncement:

The section “New Accounting Pronouncements” fromeNb of Notes to Consolidated Financial Statements
included in Item 8. “Financial Statements and Sepntary Data” is incorporated herein by reference.

ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

Our operating results are sensitive to changdsemptices of alumina, primary aluminum and fabgdat
aluminum products, and also depend to a signifidagtee upon the volume and mix of all productd.séé
discussed more fully in Note 13 of Notes to Inte@mnsolidated Financial Statements, we historidadlye utilized
hedging transactions to lock-in a specified priceamge of prices for certain products which wé @etonsume in
our production process and to mitigate our exposuohanges in foreign currency exchange rates.

Sensitivity

Primary Aluminum. Our share of primary aluminum production from fasgy is approximately 150 million
pounds annually. Because we purchase alumina fgte&ay at prices linked to primary aluminum pricady a
portion of our net revenues associated with Anglésexposed to price risk. We estimate the netigaoiof our
share of Anglesey production exposed to primarynaum price risk to be approximately 100 millionymals
annually (before considering income tax effects).

Our pricing of fabricated aluminum products is gailg intended to lock-in a conversion margin (eggnting
the value added from the fabrication process(as))ta pass metal price risk on to customers. Howéreertain
instances, we do enter into firm price arrangemeéntsuch instances, we do have price risk on guatied primary
aluminum purchases in respect of the customer srdetal fabricated products shipments during 2@@F period
from January 1, 2006 to July 1, 2006, the periodnfduly 1, 2006 to December 31, 2006 and 2005 faclhwve hac
price risk were (in millions of pounds) 239.1, 1936.0 and 155.0, respectively.

During the last three years, the volume of fabadgiroducts shipments with underlying primary atunm
price risk was at least as much as our net expdsyremary aluminum price risk at Anglesey. Aslsuwe conside
our access to Anglesey production overall to beadural” hedge against fabricated products firmahptice risks.
However, since the volume of fabricated productppd under firm prices may not match up on a
month-to-month basis with expected Anglesey-relgi@mary aluminum shipments and to the extent filnat price
contracts from our Fabricated Products businegsexnieed the Anglesey related primary aluminumrskipts, we
may use third party hedging instruments to elimaraty net remaining primary aluminum price exposxisting at
any time.

At December 31, 2007, the Fabricated Products seghetd contracts for the delivery of fabricatedrainum
products that have the effect of creating prick ois anticipated primary aluminum purchases forpégod 2008
through 2012 totaling approximately (in millionsmdunds): 2008 — 161; 2009 — 89; 2010 — 86; 201¥7~and
2012 — 8.

Foreign Currency. We from time to time will enter into forward exatge contracts to hedge material
exposures for foreign currencies. Our primary fgmeéxchange exposure is the Anglesey-related camenit that
we fund in Pound Sterling. We estimate that, befomsideration of any hedging activities, a US $0rizrease
(decrease) in the value of the Pound Sterling tesulan approximate $.4 million (decrease) incegaur annual
pre-tax operating income.

From time to time in the ordinary course of busi&ge enter into hedging transactions for PoundiSge As
of December 31, 2007, we had forward purchase aggrts for a total of 4.2 million Pound Sterling the months
of November and December 2008.

Energy. We are exposed to energy price risk from fluétgaprices for natural gas. We estimate that, keefor
consideration of any hedging activities, each $Tinge in natural gas prices (per mmbtu) impaatsaonual pre-
tax operating results by approximately $4.0 million

We from time to time in the ordinary course of Imgsis enter into hedging transactions with majopkens of
energy and energy-related financial investmentsofA3ecember 31, 2007, our exposure to increaspatural gas
prices had been substantially limited for approxeha87% of natural gas purchases for January 2@gigh
March 2008, approximately 13% of natural gas pusekdor April 2008 through June 2008 and approxhget%
of natural gas purchases for July 2008 througheeipér 2008.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S

Management’s Report on the Financial Statements

Our management is responsible for the preparatitegrity and objectivity of the accompanying coiiated
financial statements and the related financialrimfation. The financial statements have been pregareonformity
with accounting principles generally accepted m thited States of America and necessarily inchatain
amounts that are based on estimates and inforndgdnents. Our management also prepared the relatattfal
information included in this Annual Report on Fot+K and is responsible for its accuracy and coescy with
the financial statements.

The consolidated financial statements have beeitealioly Deloitte & Touche LLP for the years ended
December 31, 2007, the period from July 1, 2006ugh December 31, 2006, the period from Janua2p@6 to
July 1, 2006 and 2005, an independent registerbticpaccounting firm who conducted their auditsgtordance
with the standards of the Public Company Accoun@vgrsight Board (United States). The independegistered
public accounting firms’ responsibility is to expeean opinion as to the fairness with which suchrfcial
statements present our financial position, resfltsperations and cash flows in accordance witlbating
principles generally accepted in the United States.

Management’s Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahcia
reporting as defined in Rule 13a-15(f) under theuites Exchange Act of 1934. Our internal contreér financial
reporting is designed under the supervision ofpincipal executive officer and principal financficer, and
effected by our Board of Directors, managementathdr personnel, to provide reasonable assurageediag the
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with
accounting principles generally accepted in theté¢hBtates and include those policies and procedhag:

(1) Pertain to the maintenance of records tha¢@isonable detail accurately and fairly reflect our
transactions and the dispositions of our assets;

(2) Provide reasonable assurance that our transactire recorded as necessary to permit prepacdtion
financial statements in accordance with accourgimgciples generally accepted in the United Stadas, that
our receipts and expenditures are being made ordgd¢ordance with authorizations of our manageraedt
Board of Directors; and

(3) Provide reasonable assurance regarding preweotitimely detection of unauthorized acquisitiosg
or disposition of our assets that could have a n@teffect on our financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Therefore, even those systems deéstio be effective can provide only reasonabeia@ce with
respect to financial statement preparation andeptasion.
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Under the supervision and with the participatiomof management, including our principal executffeer
and principal financial officer, we assessed tliectifveness of our internal control over finaneigpborting as of
December 31, 2007, using the criteria set fortibheyCommittee of Sponsoring Organizations of thea@iway
Commission (“COSQ") innternal Control — Integrated FrameworRased on its assessment, management has
concluded that our internal control over financegorting was effective as of December 31, 2008eHan
management’s assessment and those criteria, maaagbgiieves that we maintained effective inteawatrol over
financial reporting as of December 31, 2007. D&dast Touche LLP, the independent registered puldicounting
firm that audited our consolidated financial stagets for the year ended December 31, 2007, inclidddm 8,
“Financial Statements and Supplementary Data,hisf Annual Report on Form 10-K, has issued an aegibrt on
the effectiveness of our internal control over fic@l reporting.

/sl Jack A. Hockem s/ Joseph P. Bellin
President and Chief Executive Offic Executive Vice President and Chief Financial Offi
(Principal Executive Officer (Principal Financial Officer
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON THE
CONSOLIDATED FINANCIAL STATEMENTS

To the Board of Directors and Stockholders of
Kaiser Aluminum Corporation
Foothill Ranch, California

We have audited the accompanying consolidated balsineets of Kaiser Aluminum Corporation and sliaseabs
(the “Company”) as of December 31, 2007 and 20@e¢8ssor Company balance sheets), and the related
consolidated statements of income (loss), stocldielequity (deficit) and comprehensive incomeg)pand cash
flows for the year ended December 31, 2007 (Suoc€3smpany operations), the period from July 1,62Q0
December 31, 2006 (Successor Company operatitrespetriod from January 1, 2006 to July 1, 2006deecessor
Company operations) and for the year ended Dece81her005 (Predecessor Company operations). Tiesecfal
statements are the responsibility of the Compamgdsagement. Our responsibility is to express aniopion the
financial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighago
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether the financial statements are free of malterisstatement. An audit includes examining, ¢@sa basis,
evidence supporting the amounts and disclosurerifinancial statements. An audit also includeessing the
accounting principles used and significant estimatade by management, as well as evaluating thalbfirancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

As discussed in Note 1 to the consolidated findrst&ements, the Company emerged from bankruptciuty 6,
2006. In connection with its emergence, the Comptopted fresh-start reporting pursuant to Amerlaatitute of
Certified Public Accountants Statement of Posi8@a7, Financial Reporting by Entities in Reorganizatiomder
the Bankruptcy Codgas of July 1, 2006. As a result, the consolidéitezhcial statements of the Successor
Company are presented on a different basis thaetobthe Predecessor Company and, thereforepare n
comparable.

In our opinion, the Successor Company consolidéteahcial statements referred to above preseriyfair all
material respects, the financial position of thenpany as of December 31, 2007 and 2006, and thkges its
operations and its cash flows for the year endezkBder 31, 2007 and period from July 1, 2006 toeDdier 31,
2006, in conformity with accounting principles geally accepted in the United States of Americatiien; in our
opinion, the Predecessor Company consolidated dinbstatements referred to above present faimlallimaterial
respects, and the results of its operations arehgh flows for the period from January 1, 2008uly 1, 2006 and
for the year ended December 31, 2005, in conformitly accounting principles generally acceptecdhia tnited
States of America.

We have also audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@snited
States), the Company'’s internal control over finalneporting as of December 31, 2007, based owmriteria
established imnternal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatidns
the Treadway Commission and our report dated Fep@& 2008 expressed an unqualified opinion on the
Company’s internal control over financial reporting

/s/ DELOITTE & TOUCHE LLP
Costa Mesa, California
February 25, 2008
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Kaiser Aluminum Corporation
Foothill Ranch, California

We have audited the internal control over finanéglorting of Kaiser Aluminum Corporation and suligiies (the
“Company”) as of December 31, 2007, based on @itstablished iinternal Control — Integrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission. The Companylanagement
responsible for maintaining effective internal cohbver financial reporting and for its assessnudrihe
effectiveness of internal control over financigboeting, included in the accompanying ManagemeRg&port on
Internal Control Over Financial Reporting. Our resgibility is to express an opinion on the Comparigternal
control over financial reporting based on our audit

We conducted our audit in accordance with the stadedof the Public Company Accounting OversightriBoa
(United States). Those standards require that e ghd perform the audit to obtain reasonable assarabout
whether effective internal control over financieporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and ¢ipgraffectiveness of internal control based onabsessed risk,
and performing such other procedures as we comsldercessary in the circumstances. We believethaudit
provides a reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed by, or under the supenvidi the
company’s principal executive and principal finahafficers, or persons performing similar funcgpand effected
by the company board of directors, management, and other peetomprovide reasonable assurance regardin
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with
generally accepted accounting principles. A compsimgernal control over financial reporting incleglthose
policies and procedures that (1) pertain to thenteaiance of records that, in reasonable detailirately and fairly
reflect the transactions and dispositions of treetesof the company; (2) provide reasonable asseriduat
transactions are recorded as necessary to perepagation of financial statements in accordanch generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeiordgcordanc
with authorizations of management and directoithefcompany; and (3) provide reasonable assurageeding
prevention or timely detection of unauthorized asijon, use, or disposition of the company’s assleat could
have a material effect on the financial statements.

Because of the inherent limitations of internaltcohover financial reporting, including the possitip of collusion
or improper management override of controls, matenisstatements due to error or fraud may notrbegmnted or
detected on a timely basis. Also, projections gf evaluation of the effectiveness of the interraitool over
financial reporting to future periods are subjectite risk that the controls may become inadedotause of
changes in conditions, or that the degree of caampé with the policies or procedures may detemorat

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting a
of December 31, 2007, based on the criteria estadddi ininternal Control — Integrated Framewoissued by the
Committee of Sponsoring Organizations of the Tremd@ommission.

We have also audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@snited
States), the consolidated financial statement$ asafor the year ended December 31, 2007, o€trapany, and
our report dated February 25, 2008, expressed qualified opinion on those financial statements.

/s/ DELOITTE & TOUCHE LLP
Costa Mesa, California
February 25, 2008
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
CONSOLIDATED BALANCE SHEETS

ASSETS
Current asset:
Cash and cash equivalel
Receivables
Trade, less allowance for doubtful receivableslfigand $2.(
Due from affiliate
Other
Inventories
Prepaid expenses and other current a:
Total current asse
Investments in and advances to unconsolidatedodéf
Property, plant, and equipme— net
Net assets in respect of VEB,
Deferred tax asse— net
Other asset

Total

LIABILITIES AND STOCKHOLDERS

Current liabilities:

Accounts payabl

Accrued salaries, wages, and related expe

Other accrued liabilitie

Payable to affiliat¢

Total current liabilities
Long-term liabilities
Long-term debi

Commitments and contingenci
Stockholder equity:

December 31 December 31
2007 2006
(In millions of dollars, except
share amounts)

$ 68.7 $ 50.C

96.5 98.4
9.t 1.3
& 6.3
207.¢ 188.1
66.C 40.¢
454.¢ 384.¢
41.: 18.€
222.7 170.2
134.¢ 40.7
268.¢ —
43.1 40.€

$ 1165. $ 655.4

Common stock, par value $.01, 45,000,000 sharémanéd; 20,580,815 shares
issued and outstanding at December 31, 2007; 2B6@5hares issued and

outstanding at December 31, 2(
Additional capital
Retained earning

Common stock owned by Union VEBA subject to transéstrictions, at

reorganization value, 4,845,465 shares at DeceBhez007 and
6,291,945 shares at December 31, 2
Accumulated other comprehensive incc
Total stockholder equity
Total

' EQUITY
$ 701 $ 73z
40.1 39.4
36.€ 47.€
18.€ 16.2
165. 176.
57.C 58.2
— 50.C
2224 284.7
2 2
948.¢ 487.F
116.1 26.2
(116.2) (151.1)
(6.0) 7.9
942.¢ 370.7

$ 1,165: $ 655.4

The accompanying notes to consolidated financééstients are an integral part of these statements.
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72KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPAN IES

STATEMENTS OF CONSOLIDATED INCOME (LOSS)

Predecessor
Year Ended
December 31, 2001
July 1, 2006
Year Ended through January 1, Year Ended
December 31 December 31 2006 to December 31
2007 2006 July 1, 200¢ 2005

(In millions of dollars, except share and per sharamounts)

Net sales $ 1504% $ 667t |$ 689.6 $ 1,089.
Costs and expense
Cost of products sold excluding deprecial 1,251.: 580.4 596.4 951.1
Depreciation and amortizatic 11.€ 5.k 9.8 19.¢
Selling, administrative, research and developneem,genere 73.1 35.5 30.2 50.¢
Other operating (benefits) charges, (13.6) (2.2) 9 8.C

Total costs and expens 1,322.! 619.2 637.4 1,029.¢
Operating incom 182.( 48.% 52.4 59.¢
Other income (expense
Interest expense (excluding unrecorded contradttedest

expense of $47.4 for the period from January 1620Quly 1

2006 and $95.0 in 200! 4.3 .1 (.8) (5.2
Reorganization item — — 3,090.: (1,162.)
Other income (expens— net 4.7 2.7 1.2 (2.9)
Income (loss) before income taxes and discontimmpedations 182.¢ 49.¢ 3,143.: (1,109.9
Provision for income taxe (81.4) (23.9) (6.2 (2.9)
Income (loss) from continuing operatic 101.C 26.2 3,136.¢ (1,112.)
Discontinued operation
Income (loss) from discontinued operations, néhcdme taxes

including minority interest — — 4.3 (2.5)
Gain from sale of commodity intere: — — — 366.2
Income from discontinued operatic — — 4.3 363.7

Cumulative effect on years prior to 2005 of adogtecounting
for conditional asset retirement obligatic — —

— (4.7)

Net income (loss $ 101.C $ 26.z |$ 3,141. $ (753.9)
Earnings per sha— Basic:
Income (loss) from continuing operatic $ 508 $ 131 [$ 3937 § (13.93)
Income from discontinued operatic $ — $ — |9 .05 $ 4.57
Loss from cumulative effect on years prior to 2@®adopting
accounting for conditional asset retirement oblaat $ — $ — |9 — $ (.06)
Net income (loss $ 508 $ 131 [$ 394: $ (9.4¢)
Earnings per sha— Diluted (same as Basic for Predecess
Income from continuing operatiol $ 4.97 $ 1.3C
Income from discontinued operatic $ — $ —
Net income $ 497  $ 1.3C
Weighted average shares outstanding (C
Basic 20,01« 20,00: 79,67: 79,67¢
Diluted 20,30¢ 20,08 79,67: 79,67¢

The accompanying notes to consolidated financééstents are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S

STATEMENTS OF CONSOLIDATED STOCKHOLDERS’ EQUITY AND
COMPREHENSIVE INCOME (LOSS) — Predecessor

BALANCE, December 31, 200

Net loss

Minimum pension liability adjustmel

Unrealized net decrease in value of deriva
instruments arising during the ye

Reclassification adjustment for net realize:
losses on derivative instruments include
net loss

Comprehensive income (los

BALANCE, December 31, 200

Net Income (same as Comprehensive incc

BALANCE, June 30, 200

Cancellation of Predecessor common st

Issuance of Successor common stock
(20,000,000 shares) to creditt

Common stock owned by Union VEBA
subject to transfer restrictions, at
reorganization value, 6,291,945 she

Plan and fresh start adjustme

BALANCE, July 1, 200¢

Common
Stock
Owned by
Union Accumulated
VEBA Other
Retained  Subjectto Comprehensive
Common Additional  Earnings Transfer Income
Stock Capital (Deficit)  Restriction (Loss) Total
(In millions of dollars)
$ 8 $ 5380 $22917.H)% — $ (5.5) $(2,384.)
— —  (753.) — —  (753.)
— — — — (3.2) (3.2
— — — — (-3 (.3
— — — — 2 2
(757.0
8 538 (3,671.) — (8.6) (3,141.)
— — 35.¢ — — 35.€
8  538. (3,635.) — (8.6) (3,105.9)
(.9) 8 — — — —
2 480.2 — — — 480.4
— — — (151 — (151
—  (538.) 3,635. — 8.6 3,105.
$ 2 $ 4802 $ — $ (151.) % — $ 329.

The accompanying notes to consolidated financédéstents are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S

STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQUITY AND
COMPREHENSIVE INCOME — Successor

Common
Stock
Owned by
Union
VEBA Accumulated
Subject to Other
Common Common Additional Retained Transfer Comprehensive

Shares Stock Capital Earnings Restriction Income (Loss) Total
(In millions of dollars, except for shares)

BALANCE, July 1, 200¢€ 20,000,00' $ 2% 480: % —$ (@518 — $329.C
Net income — — 26.2 — — 262
Benefit plan adjustments not recognized in earn — — — — 7.2 7.
Comprehensive incorr 34.1
Issuance of common stock to directors in lieu ofuat

retainer fee: 4,27: — 2 — — — 2
Recognition of pre-emergence tax benefits in acoued

with fresh start accountir — 3.3 — — — 3.2
Issuance of restricted stock to employees and tdire 521,38° — — — — — —
Amortization of unearned equity compensal — 3.8 — — — 3.8
BALANCE, December 31, 200 20,525,66 .2 487.5 26.2 (151.0) 7.6 370.
Net income — — 101.C — — 101.(
Foreign currency translation adjustm — — — — B.7 3.9
Benefit plan adjustments not recognized in earn — — — — (10.2) _(10.9)
Comprehensive incon 87.1
Removal of transfer restrictions on 1,446,480 shafe

common stock owned by Union VEBA, net of income

taxes of $9.¢ — 48.2 — 34.7 —  82¢
Recognition of pre-emergence tax benefits in acoocd

with fresh start accounting (including release of

valuation allowance of $343.0 and current year tax

benefits of $14.1 and $62.2 for the quarter and yea

ended December 31, 2007, respectiv — 404.5 — — — 404t
Equity compensation recognized by an unconsolidated

affiliate — 3 — — — .3
Cancellation of common stock held by employees on

vesting of restricted stoc (8,34¢) — (.7) — — — (.7
Issuance of common stock to directors in lieu ofuat

retainer fee: 3,871 — 3 — — — 3
Issuance of restricted stock to employees and tdire 61,662 — — — — — —
Issuance of common stock to employees upon vesfing

restricted stock unit 1,232 — — — — — —
Cancellation of restricted stock upon forfeiti (3,270) — — — — — —
Cash dividends on common stc — — (11.7) — — (11
Amortization of unearned equity compensation (idaig

unearned equity compensation of $2.3 for the quart

ended December 31, 20C — 8.8 — — — 8.8

20,580,81 $ 2% 948¢ 3% 1161 % (1169 % (6.0) $942.¢

The accompanying notes to consolidated financédéstents are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
STATEMENTS OF CONSOLIDATED CASH FLOWS

Cash flows from operating activitie
Net income (loss
Less net income from discontinued operati

Net income (loss) from continuing operations, inhg loss from cumulative effect
adopting change in accounting in 2(

Adjustments to reconcile net income(loss) from tarnbg operations to net cash usec
continuing operation:
Recognition of pr-emergence tax benefits in accordance with fresh ataounting
Non-cash charges in reorganization items in 2

Depreciation and amortization (including deferrgdhficing costs of $2.1, $.3, $.9 and $4

respectively’
Deferred income taxe
Non-cash equity compensatit
Gain on discharge of f-petition obligations and fresh start adjustme
Payments pursuant to plan of reorganiza
Net nor-cash (benefit) charges in other operating (beneditarges, net and LIFO char¢
(benefits)
Loss from cumulative effect on years prior to 2@®%dopting accounting for conditior
asset retirement obligatio
(Gains)/losses on sale and disposition of propeignt and equipmel
Equity in (income) loss of unconsolidated affiligt@et of distribution
Decrease (increase) in trade and other receiv.
Increase in inventories, excluding LIFO adjustmertd other nc-cash operating iterr
Decrease (increase) in prepaid expenses and athrentasset
(Decrease) increase in accounts pay
(Decrease) increase in other accrued liabil
(Decrease) increase in payable to affilie
(Decrease) increase in accrued income t
Net cash impact of changes in I-term assets and liabilitie
Benefit plan adjustments not recognized in earn
Net cash provided by discontinued operati
Other
Net cash (used) provided by operating activi
Cash flows from investing activitie
Capital expenditures, net of accounts payable df, 5.8, $1.6 and $0, respectiv
Net proceeds from dispositions: real estate in 20@6200%
Decrease in restricted ca
Net cash provided by discontinued operations; prilsnaroceeds from sale of commod
interests in 200!
Net cash (used) provided by investing activi
Cash flows from financing activitie
Borrowings under Term Loan Facili
Financing cost
Cash dividend paid to sharehold
Retirement of common stor
Repayment of det
Decrease (increase) in restricted ¢
Net cash used by discontinued operations: primardyease in restricted cash in 2(
Net cash (used) provided by financing activi

Net increase (decrease) in cash and cash equisalering the perio
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Predecesso
Year Ended
December 31, 200
July 1, January 1,
2006 2006

Year Ended through to Year Ended

December 31  December 31 July 1, December 31
2007 2006 2006 2005
(In millions of dollars)

$ 101.C % 26z |$ 3,141. $ (753.%)
— — 4.3 363.7
101.C 26.2 3,136.¢ (1,117.9
62.2 3.2 — —
— — — 1,131
14.C 5.7 10.7 24.:
— 3. (7 (4
9.1 4.C — —
_ — (3,110.9 —
— — (25.9) —
(18.9) 3.3 21.7 9.3
— — — 4.7
.6 — (1.6) (.2
(22.9) (7.5) (10.7) 15
6.9) 14.5 (18.9) 9.3
(5.5) (19.9) (29.5) (18.7)
33.¢ (7.2) (14.5 —
(6.2) 13.1 5.7 (2.5)
(14.¢) (12.7) 4.7 (14.9
2.4 (16.€) 18.2 1
1.4 5.6 2 (3.9
(7.9) (4.€) (8.0 (25.0
(10.2) 7.8 — —
— — 8.5 17.€
— — — 1.3
129.¢ 18.€ (11.7) 16.€
(61.9) (30.0) (28.1) (31.0
— — 1.0 9
9.2 — — —
— — — 401.¢
(52.€) (30.0) (27.7) 371.%
— 50.C — —
(:2) (-8 (-2 (3.7
(7.9 — — —
7 — — —
(50.0) — — .7
— — 15 1.5
— — — (387.9)
(58.%) 49.2 1.3 (394.7)
18.7 38.( (37.5) (5.9
50.C 12.C 49 .t 55.4
$ 687 $ 50.C | $ 120 $ 49.5

The accompanying notes to consolidated financééstents are an integral part of these statements.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions of dollars, except share amounts)

The accompanying financial statements includeitfential statements of Kaiser Aluminum Corporatftthe
Company”) both before and after emergence from tdvapl bankruptcy. Financial information relatedtte
Company after emergence is generally referred touhout this Report as “Successor” informationfdmmation
of the Company before emergence is generally redeto as “Predecessor” information. The financiafarmation
of the Successor entity is not comparable to th#t®Predecessor given the impacts of the Plaplementation of
fresh start reporting and other factors as mordyfdlescribed below

The Notes to Consolidated Financial Statementgyemeped into two categories: (1) those primariljeating
the Successor entity (Notes 1 through 17) andh@e primarily affecting the Predecessor entityt@€dl8 through
24).

SUCCESSOR
1. Summary of Significant Accounting Policies

Principles of Consolidation and Basis of Presemtati The consolidated financial statements include the
statements of the Company and its wholly ownedidigrges. Investments in 50%-or-less-owned entiies
accounted for primarily by the equity method. Tidycsuch affiliate for the periods covered by ttéport was
Anglesey Aluminium Limited (“Anglesey”). Intercompg balances and transactions are eliminated.

The Company’s emergence from chapter 11 bankrigidyadoption of fresh start accounting resulteal firew
reporting entity for accounting purposes. Althodlgh Company emerged from chapter 11 bankruptcyubyng]
2006 (the “Effective Date”), the Company adoptesh start” accounting as required by the Amerleatitute of
Certified Professional Accountants Statement oftlms90-7 (“SOP 90-7")Financial Reporting by Entities in
Reorganization Under the Bankruptcy Cg, effective as of the beginning of business on dulg006. As such, it
was assumed that the emergence was completedtarstansly at the beginning of business on JulyYp@6Zuch
that all operating activities during the periodrfrduly 1, 2006 through December 31, 2006 are regas applying
to the Successor. The Company believes that tlaiséasonable presentation as there were no nmatarisactions
between July 1, 2006 and July 6, 2006 that werealated to Kaises Second Amended Plan of Reorganization
“Plan”). Due to the implementation of the Plan, #pplication of fresh start accounting and change@gscounting
policies and procedures, the financial statemeintissoSuccessor are not comparable to those d?ithéecessor.

The Predecessor Statement of Consolidated CastsFtmwthe period January 1, 2006 to July 1, 20@€uates
Plan-related payments of $25.3 made between J@9d6 and July 6, 2006.

Use of Estimates in the Preparation of Financiat&ments. The preparation of financial statements in
accordance with United States Generally AcceptetbActing Principles (“GAAP”) requires the use ofimsites
and assumptions that affect the reported amourdass#ts and liabilities, disclosure of contingessess and
liabilities known to exist as of the date the fineh statements are published, and the reportediate@f revenues
and expenses during the reporting period. Unceigainwith respect to such estimates and assungptawa inherent
in the preparation of the Company’s consolidatadritial statements; accordingly, it is possiblé¢ tha actual
results could differ from these estimates and apsioms, which could have a material effect on #yorted
amounts of the Company’s consolidated financialtmwsand results of operation.

Recognition of SalesSales are recognized when title, ownership aidaf loss pass to the buyer and
collectibility is reasonably assured. A provisiam &stimated sales returns from and allowancesstomers is mac
in the same period as the related revenues argnmizeal, based on historical experience or the fipédentification
of an event necessitating a reserve.

Earnings per Share.Basic earnings per share is computed by dividengings by the weighted average
number of common shares outstanding during thaagipé period. The shares owned by a voluntary eyea
beneficiary association (“VEBA") for the benefit oértain union retirees, their surviving spouses eligible
dependents (the “Union VEBA”) that are subjectremsfer restrictions, while treated in the Consaikd Balance
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Sheets as being similar to treasury stock (i.ea, @gluction in Stockholdersquity), are included in the computat
of basic shares outstanding in the Statement of@umtated Income because such shares were irrelydsabed an
have full dividend and voting rights.

Diluted earnings per share is computed by divigiagnings by the sum of (a) the weighted averagebeuimf
common shares outstanding during the period anth@lilutive effect of potential common share eglénts
consisting of non-vested common shares, restritisek units and stock options (see Note 15).

Stock-Based Employee Compensatidrhe Company accounts for stock-based employe@ensation plans
at fair value. The Company measures the cost of@me services received in exchange for an awaedjoity
instruments based on the grant-date fair valub@ftvard and the number of awards expected toatkimvest.
The cost of the award is recognized as an expereetoe period that the employee provides sendacghfe award.
The Company has elected to amortize compensatipense for equity awards with grading vesting usiey
straight line method. During the year ended DecerBhe2007 and period from July 1, 2006 throughddeloer 31,
2006, $9.1 million and $4.0 of compensation castpectively, was recognized in connection withegstnd non-
vested stock and restricted stock units issuedéeouwive officers, other key employees and direc{see Note 11).

Other Income (Expense), neAmounts included in Other income (expense), othan interest expense and
reorganization items in 2007, 2006 and 2005, ineflithe following pre-tax gains (losses):

Predecessor
July 1, 2006 January 1,
Year Ended through 2006 Year Ended
December 31 December 31 to July 1, December 31
2007 2006 2006 2005

Interest income(e $ 52 % 20 % —  $ —
All other, net (.6) 7 1.2 (2.9

$ 4.7 $ 27 $ 12 % (2.4)

(@ In accordance with SOP 90iiiterest income during the pendency of the chaltereorganization proceedir
was treated as a reduction of reorganization exp

Income Taxes.Deferred income taxes reflect the future taxaféd temporary differences between the
carrying amount of assets and liabilities for fioiahand income tax reporting and are measuredpiying
statutory tax rates in effect for the year durintgjeh the differences are expected to reverse. Befdax assets are
reduced by a valuation allowance to the exterst ihore likely than not that the deferred tax assétsot be
realized.

Although the Company had approximately $981 ofdtsibutes, including the net operating loss (“NQL”
carryforwards, available at December 31, 2006 teedthe impact of future income taxes, the Compidynot
meet the “more likely than notiteria for recognition of such attributes at Desxer 31, 2006 primarily because
Company did not have sufficient history of payiagds. As such, the Company recorded a full valoatltowance
against the amount of tax attributes availableramdeferred tax asset was recognized. The bemssficéated with
any reduction of the valuation allowance was fitiitzed to reduce intangible assets with any exdesng recorded
as an adjustment to Stockholders’ equity rathem #sa reduction of income tax expense. Durinddheh quarter
of 2007, after the completion of a robust analg$iexpected future taxable income and other factbesCompany
concluded that it had met the “more likely than"rooiteria for recognition of its deferred tax assand as a result
released the vast majority of the valuation alloveaas of December 31, 2007. In accordance witih fsest
accounting, the release of the valuation allowamae recorded as an adjustment to Stockholderstyerpther than
through the income statement (see Note 9). The @agnpurrently maintains a valuation allowance ofeded tax
assets that did not meet the “more likely than metbgnition criteria which are
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

related to state NOL carryforwards and generalrass credits that the Company believes will mdeyithan not
expire unused.

In accordance with SOP 90-7, the Company adopteahEial Accounting Standards Board (“FASB”)
Interpretation No. 48Accounting for Uncertainty in Income Taxes, anripitetation of FASB Statement No. 109
(“FIN 48") at emergence. In accordance with FIN #& Company uses a “more likely than not” thredHot
recognition of tax attributes that are subjectricartainties and measures any reserves in respsatio expected
benefits based on their probability as prescribe&Ii 48.

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

Restricted Cash.The Company is required to keep certain amoumideposit relating to workers’
compensation, collateral for certain letters ofitrand other agreements totaling $15.9 and $293aember 31,
2007 and 2006, respectively. On July 17, 2007 Stia¢e of Washington reduced the amount the Comisaraguirer
to have on deposit with the State by approxima8lyp. The remaining $7.7 on deposit with the Stht@/ashingtor
represents the deposit required to serve as aealldte existing workerstompensation claims. Of the restricted ¢
balance at December 31, 2007 and 2006, $1.5 afid ®spectively are considered short term andretaded in
Prepaid expenses and other current assets; $1d 8286, respectively, are considered long termaaadncluded
in Other assets on the balance sheet (see Note 7).

Inventories. Inventories are stated at the lower of cost arketavalue. Finished products, work in process and
raw material inventories are stated on the lasfiist-out (“LIFO”) basis. Other inventories, pripally operating
supplies and repair and maintenance parts, aedsdbdfaverage cost. Inventory costs consist of nagtabor and
manufacturing overhead, including depreciation. éomal costs, such as idle facility expenses, frigigandling
costs and spoilage, are accounted for as curreividpeharges (see Note 3).

Shipping and Handling CostsShipping and handling costs are recorded as paonemt of Cost of products
sold excluding depreciation.

Advertising Costs. Advertising costs, which are included in Selliagministrative, research and development,
and general, are expensed as incurred. Advertezats for the year ended December 31, 2007, fopehied from
July 1, 2006 through December 31, 2006 and thegdérom January 1, 2006 to July 1, 2006 and foryter ended
December 31, 2005 were $.6, $.1, zero and $.2ectisply.

Depreciation. Depreciation is computed principally using thaistht-line method at rates based on the
estimated useful lives of the various classes &étas The principal estimated useful lives, arbews:

Useful Life

(Years)
Land improvement 3-7
Buildings 15-35
Machinery and equipme 2-22

Upon emergence from reorganization, the accumuldépdeciation was reset to zero as a result ofyagpl
fresh start accounting to its consolidated finanstatements as required by SOP 90-7. The new éadscarrying
values assigned to the individual assets and thkcation of fresh start accounting (see Notes @ @&nwill cause
future depreciation expense to be different thanhiktorical depreciation expense of the PredeceBspreciation
expense relating to Fabricated Products is notidlead in Cost of products sold excluding depreamtind is shown
separately on the Statements of Consolidated In¢toss).

Major Maintenance Activities.Substantially all of the major maintenance castsaccounted for using the
direct expensing method.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Leases. For leases that contain predetermined fixed asoak of the minimum rent, the Company recognizes
the related rent expense on a straight-line bagis fthe date we take possession of the propettyetend of the
initial lease term. The Company records any difieesbetween the straight-line rent amounts anditihaunt
payable under the lease as part of deferred reat,drued liabilities or Other long term liabilgieas appropriate.
Deferred rent for all periods presented was noendt

Capitalization of Interest. Interest related to the construction of qualifyassets is capitalized as part of the
construction costs. The aggregate amount of inteegstalized is limited to the interest expensauimed in the
period.

Deferred Financing Costs.Costs incurred to obtain debt financing are deféand amortized over the
estimated term of the related borrowing. Such aizetion is included in Interest expense. Deferiadrfcing costs
included in other assets at December 31, 2007 @66 @ere $.9 and $2.8, respectively.

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

Derivative Financial Instruments Hedging transactions using derivative finanaatiuments are primarily
designed to mitigate the Company’s exposure to@bsim prices for certain of the products which@uwenpany
sells and consumes and, to a lesser extent, tgatdtthe Company’s exposure to changes in foraigriecy
exchange rates. The Company does not utilize deré/éinancial instruments for trading or other splative
purposes. The Company’s derivative activities aitaied within guidelines established by manageraed
approved by the Company’s board of directors. Heglgfiansactions are executed centrally on behalfl @ff the
Company’s business segments to minimize transactiets, monitor consolidated net exposures anwdto
increased responsiveness to changes in marketgacto

The Company recognizes all derivative instrumestassets or liabilities in its balance sheet andsmes thos
instruments at fair value by “marking-to-market’ @l its hedging positions at each period-end ($ete 13). The
Company does not meet the documentation requirenfi@nhedge (deferral) accounting under Statement o
Financial Accounting Standards No. 12&counting for Derivative Instruments and Hedgingivities
(“SFAS No. 133"). Changes in the market value e&f @ompany’s open derivative positions resultingrftbe mark-
to-market process are reflected in Net income.

Conditional Asset Retirement Obligation&ffective December 31, 2005, the Company adopfe8B
Interpretation No. 47 (“FIN 47")Accounting for Conditional Asset Retirement Obiigias, an interpretation of
FASB Statement No. 14'SFAS No. 143")retroactive to the beginning of 2005. PursuantfAS No. 143 and
FIN 47, companies are required to estimate increaheosts for special handling, removal and dispossts of
materials that may or will give rise to conditiomalset retirement obligations (“CAROs") and thestdunt the
expected costs back to the current year usingdit @@justed risk free rate. Under the guidelinesified in FIN 47,
liabilities and costs for CAROs must be recogniired company'’s financial statements even if itnglear when or
if the CARO may/will be triggered. If it is uncleathen or if a CARO will be triggered, companies @guired to
use probability weighting for possible timing sceas to determine the probability weighted amouhg should be
recognized in the company’s financial statement& Company evaluated FIN 47 and determined thnetsit
CARGOs at several of its fabricated products faesit The vast majority of such CAROs consist oféncental costs
that would be associated with the removal and diapof asbestos (all of which is believed to béyfabntained and
encapsulated within walls, floors, ceilings or pigj of certain of the older plants if such planerevto undergo
major renovation or be demolished. The retroadiwglication of FIN 47 resulted in the Company retdnipng,
retroactive to the beginning of 2005, the followinghe fourth quarter of 2005: (i) a charge of mpgmately $2.0
reflecting the cumulative earnings impact of adagtrIN 47, (i) an increase in Property, plant @qdipment of $.
and (iii) offsetting the amounts in (i) and (ii)) ancrease in Long-term liabilities of approximt&R.5. In addition,
pursuant to FIN 47 there was an immaterial amoftiitaemental depreciation expense recorded (inr@zation
and amortization) for the year ended December 325 2s a result of the retroactive increase in

74




KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Property, plant and equipment (discussed in (igva and there was an incremental $.2 of cash charges (in C¢
of products sold) to reflect the accretion of tlability recognized at January 1, 2005 (discusse(i) above) to the
estimated fair value of the CARO of $2.7 at Decendie 2005.

The Company’s estimates and judgments that affiecptobability weighted estimated future contingeogt
amounts did not change during the year ended De=e8&1h 2007. However, a revision was made to thimated
timing for certain future contingent costs durihg tyear ended December 31, 2007 which resulted incaemental
charge of approximately $.1 (see Note 5).

Anglesey (see Note 4) also recorded CARO liabilité approximately $15.0 in its financial statensesd of
December 31, 2005. During the first quarter of 20886ed on a new surveyor’s report and new envieorah
related regulations enacted in Wales, Angleseyeasrd its CARO liability by approximately $9.0. Ttheatment
applied by Anglesey was not consistent with thegples of SFAS No. 143 or FIN 47. Accordingly, Bempany
adjusted Anglesey’s recording of the CARO to compith United States GAAP treatment (see Note 5).

New Accounting Pronouncement&tatement of Accounting Standards No. 141 (revi07),Business
Combinationg“SFAS No. 141R") was issued in December 2007. SN&S141R establishes principles and
requirements for how the acquirer of a businessgeizes and measures in its financial statemeptgintifiable
assets acquired, the liabilities assumed, and angantrolling interest in the acquiree. SFAS NadlR4lso provide
guidance for recognizing and measuring the goodtjuired in the business combination and detesnirteat
information to disclose to enable users of therfaial statements to evaluate the nature and fiadeffiects of the
business combination. SFAS No. 141R is effectivedie Company in its fiscal year beginning Januarg009. The
Company is currently evaluating what impact, if atfiys pronouncement will have on its consoliddtedncial
statements.

Statement of Accounting Standards No. 186ncontrolling Interests in Consolidated Financ&htements —
an amendment of ARB No. BEFAS No. 160") was issued in December 31, 200FAS No. 160 establishes
accounting and reporting standards for the nonobimy interest in a subsidiary and for the decdidstion of a
subsidiary. It clarifies that a noncontrolling irget in a subsidiary is an ownership interest exabnsolidated entity
that should be reported as equity in the consailfihancial statements. SFAS No. 160 is effediiveéhe Compan
in fiscal years beginning January 1, 2009. The idopf SFAS No. 160 is not currently expected &védna materic
impact on the Company’s consolidated financialestants.

Emerging Issues Task Force issue 067Hl benefit on dividend payment Accounting for ined’ax Benefits
of Dividends on Share-Based Payment Aw@itdsue 06-11") was issued in June 2007. Issue Dégplies to share-
based payment arrangements with dividend proteétiatures that entitle employees to receive (apdivds on
equity-classified nonvested shares, (b) dividendwedents on equity-classified nonvested sharesynit
(c) payments equal to the dividends paid on theetiyithg shares while an equity-classified shareéoopis
outstanding, when those dividends or dividend egjaivts are charged to retained earnings undemstateof
Accounting Standards No. 123 (revised 20&are-Based PaymertSFAS No. 123R") and result in an income
tax deduction for the employer. The Task Forcehed@ consensus that a realized income tax bérofit
dividends or dividend equivalents that are chatge@tained earnings and are paid to employeesdoity
classified nonvested equity shares, nonvestedyesjuitre units, and outstanding equity share opsbosld be
recognized as an increase to additional paid-iitalafghe amount recognized in additional paid-@apital for the
realized income tax benefit from dividends on thas@rds should be included in the pool of excesbémefits
available to absorb tax deficiencies on share-bpagthent awards (as described in Statement 123[Rg).
consensus in Issue 06-11 is effective for the Campar income tax benefits that result from divideron equity-
classified employee share-based payment awardarhalteclared in fiscal years beginning Janua0@8. The
Company is currently evaluating what impact, if atfiys pronouncement will have on its consoliddtedncial
statements.
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Statement of Financial Accounting Standards No, Th@ Fair Value Option for Financial Assets and
Financial Liabilities, including an amendment of B Statement No. 1.(“SFAS No. 159")was issued in Februa
2007 and will become effective for the Company anuary 1, 2008. SFAS No. 159 permits entities fbten to
measure many financial instruments and certainr s at fair value. Unrealized gains and loss&sspect of
assets and liabilities for which the fair valueiopthas been elected will be reported in earniBggection of the fai
value option is irrevocable and can be applied paréial basis, i.e., to some but not all similaahcial assets or
liabilities. The Company has determined that it wilt elect the fair value option under SFAS N & any of its
financial assets and liabilities for which SFAS N&9 allowed such an election to be made.

Statement of Financial Accounting Standards No, Eait Value Measuremen{§SFAS No. 157”) was issued
in September 2006 to increase consistency and aaiifity in fair value measurements and to expdairt
disclosures. The new standard includes a defindidiair value as well as a framework for measuffaig value. Thi
provisions of this standard apply to other accawghpironouncements that require or permit fair vaheasurement
SFAS No. 157 does not require any new fair valuasueements. SFAS No. 157 is effective with fisang
beginning after November 15, 2007 and should bd&expprospectively, except for certain financiatiuments
where it must be applied retrospectively as a cativg-effect adjustment to the balance of openatgined
earnings in the year of adoption. In November 200& FASB agreed to a one-year deferral of SFAS1S@'s fair-
value measurement requirements for nonfinanciatassd liabilities that are not required or petadito be
measured at fair value on a recurring basis. Th8B-Also intends to clarify disclosure requiremexiitsut the fair-
value measurements of pension plan assets by ptarssrs and will develop additional guidance on how
SFAS No. 157 applies to measurements of liabilifide&e Company does not currently anticipate thatitoption of
this standard will have a material impact on it&ficial statements.

Significant accounting policies of the Predecesserdiscussed in Note 18.

2. Emergence from Reorganization Proceedings.

Summary. As more fully discussed in Note 19, from thetfgsarter of 2002 to June 30, 2006, the Company
and 25 of its subsidiaries operated under chaft@f the United States Bankruptcy Code (the “Codeifjer the
supervision of the United States Bankruptcy Couwrtlfie District of Delaware (the “Bankruptcy Coyrt”

As also outlined in Note 19, Kaiser and its delstarsidiaries which included all of the Company’seco
fabricated products facilities and a 49% interastmnglesey which owns a smelter in the United Kioigg emerged
from chapter 11 on Effective Date pursuant to tleaPFour subsidiaries not related to the Fabric®@educts
operations were liquidated in December 2005. Puntstaethe Plan, all material pre-petition debt, gien and
postretirement medical obligations and asbesto#ret tort liabilities, along with other pre-pédit claims (which
in total aggregated to approximately $4.4 billiarthe June 30, 2006 consolidated financial statésherere
addressed and resolved. Pursuant to the Plangtliy énterests of all of Kaiser’s pre-emergenazkholders were
cancelled without consideration. The equity of tleevly emerged Kaiser was issued and deliveredhordparty
disbursing agent for distribution to claimholdetsguant to the Plan.

Impacts on the Opening Balance Sheet After EmeegeAs a result of the Company’s emergence from
chapter 11, the Company applied “fresh start” antiog to its opening July 2006 consolidated finahstatements
as required by SOP 90-7. As such, the Company tadjits stockholdergquity to equal the reorganization valut
the Effective Date. Items such as accumulated deiren, accumulated deficit and accumulated other
comprehensive income (loss) were reset to zero Cldmpany allocated the reorganization value tondgs/idual
assets and liabilities based on their estimateds/édiie. Items such as current liabilities, acceusteivable, and
cash reflected values similar to those reporteakr po emergence. Iltems such as inventory, proppliyt and
equipment, long-term assets and long-term liaeditivere significantly adjusted from amounts presipueported.
Because fresh start accounting was applied at emeegand because of the significance of liabilsigsject to
compromise that were relieved upon emergence, cosaps between the historical financial statemantsthe
financial statements from and after emergence iffieult to make.
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The following shows the impacts of the Plan andatieption of fresh start accounting on the opebizignce

sheet of the new reporting entity.

Adjusted
Plan Fresh Start Balance
Historical ~Adjustments(a) Adjustments(b) Sheet
ASSETS

Current asset:

Cash and cash equivalel $ 37 % (25.9) % — $ 12«
Receivables

Trade, less allowance for doubtful receivat 114.1 — 4 114.¢
Other 5.7 — — 5.7
Inventories 123.1 — 48.€ 172.C
Prepaid expenses and other current a: 34.C (.3 — 33.7
Total current asse 314.2 (25.6) 49.¢ 338.2
Investments in and advances to unconsolidate daaé 227 (-3 (11.9) 11.1
Property, plant, and equipme— net 242 (4.2 (98.9) 139.7
Personal injur-related insurance recoveries receiv 963.: (963.9) — —
Intangible asset 11.4 (11.9) 12.€ 12.5
Net assets in respect of VEB, — 33.4(c) — 33.2
Other asset 43.€ 2.1 (.8) 44.¢
Total $1597.¢ $ (969.7) $ (48.6) $ 579.

LIABILITIES AND STOCKHOLDERS ' EQUITY

Liabilities not subject to compromi—
Current liabilities:

Accounts payabl $ 56.18% (5 % (1.9 $ 53¢
Accrued interes 1.1 (1.2 — —
Accrued salaries, wages, and related expe 37.C (4.7 7 33.¢
Other accrued liabilitie 61.C (1.9 — 59.2
Payable to affiliate 33.C — — 33.C
Long-term debt+— current portior 1.1 (1.3 — —
Discontinued operatio’ current liabilities 1.E — — 15
Total current liabilities 190.¢ (8.6) (1. 181.1
Long-term liabilities 49.C 17.t 2.5 69.C
Long-term debt 1.2 (1.2 —
Discontinued operations’ liabilities (liabilitiesiisject to
compromise 73.5 (73.5) — —
314t (65.9) 14 250.1
Liabilities subject to compromis 4,388.( (4,388.() —
Minority interests 7 (.7 — —
Commitments and contingencies Stockhol’ equity:
Common stocl .8 .2(d) (.8) 2
Additional capital 538.( 480.%(d) (538.0 480.2
Common stock owned by Union VEBA subject to transi
restrictions — (151.9)(c) — (151.)
Accumulated defici (3,635.)) 3,155.e) 479.¢f) —
Accumulated other comprehensive income (li (8.8 — 8.8 —
Total stockholder equity (deficit) (3,105.)) 3,484.¢ (50.2) 329.:
Total $1597.¢ $ (969.) % (48.) $ 579.4

77




KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

(@) Reflects impacts on the Effective Date of immdating the Plan, including the settlement of litibs subject
to compromise and related payments, distributidrcash and new shares of common stock and the
cancellation of predecessor common stock (see Mytdncludes the reclassification of approximat&®i.0
from Liabilities subject to compromise to Long-teliabilities in respect of certain pension and benmdans
retained by the Company pending the outcome ofitigation with the Pension Benefit Guaranty Cormgutoon
(“PBGC") as more fully discussed in Note :

(b) Reflects the adjustments to reflect “freshtétarcounting. These include the write up of Inweigs (see
Note 3) and Property, plant and equipment to thgpraised values and the elimination of Accumulalfitit
and Additional paid in capital. The fresh startstinents for intangible assets and stockholderstygre
based on a third party appraisal rep

In accordance with United States GAAP, the reorzgtion value is allocated to individual assets katullities
by first allocating value to current assets, curfibilities, monetary and similar long-term itefies which
specific market values are determinable. The redeaiis allocated to long-term assets such as prop#ant
and equipment, equity investments, identified igthles and unidentified intangibles (e.g. goodwillp the
extent that there is insufficient value to allocetéong-term assets after first allocating to therent, monetary
and similar items, such shortfall is first usedd@duce unidentified intangibles to zero and then to
proportionately reduce the amount allocated to @riyp plant and equipment, equity investments dedtified
intangibles based on the initial (pre-reorganizatialue allocation) assessed fair value. In alingathe
reorganization value, the Company determined tieavalue of the long-term assets exceeded the d@mbun
reorganization value available to be allocateduthstems by approximately $187.2. Such excesswaks
allocated to Property, plant and equipment, Investnm unconsolidated affiliate and Identified imgébles in
the following amounts based on initial fair valssessments determined by a third party appraisal:

Appraised Value Allocation of Opening Balance

Based on Third Reorganization Sheet Amount at

Party Appraisal Value Shortfall July 1, 2006
Property, plant and equipme $299.¢ $(160.7) $139.7
Investment in and advances to unconsolidated atf $ 24.( $ (12.9 $ 111
Identified intangible: $ 26.C $ (14.2 $ 12.:

(c) As more fully discussed in Note 10, after disians with the staff of the Securities and Excleang
Commission, the Company concluded that, while thm@any’s only obligations in respect of two VEBAS i
an annual variable contribution obligation basédtharily on earnings and capital spending, the Campa
should account for the VEBAs as defined benefitygpisement plans with a ca

(d) Reflects the issuance of new common stock t-petition creditors
(e) Reflects gain extinguishment of obligations fronplamentation of the Pla
() Reflects fresh start loss of $47.4 and eliminatbretained deficit
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3. Inventory.

Inventories consist of the following:

December 31 December 31
2007 2006

Fabricated Produc—
Finished product $ 68.6 $ 61.1
Work in proces: 76.€ 72.8
Raw materialt 49.F 42.C
Operating supplies and repairs and maintenancs 12.5 12.1
207.t 188.(
Commodities— Primary Aluminum 1 1

$ 2076 9 188.1

As stated in Note 1, the Company determines cosubstantially all of its product inventories ohl&O basis
All Predecessor LIFO layers were eliminated in @stion with the application of fresh start accongtiThe
Company applies LIFO differently than the Predegeds in that it views each quarter on a standalpear-to-date
basis for computing LIFO; whereas the Predeceszmrded LIFO amounts with a view to the entiredisear
which, with certain exceptions, tended to resultlifO charges being recorded in the fourth quastehe second
half of the year. The Company recorded a net neh-t&#O benefit of approximately $14.0 during tleayended
December 31, 2007, and net non-cash LIFO charg$3.8f $21.7 and $9.3 for the period from JulydQ&through
December 31, 2006, the period from January 1, 20061y 1, 2006 and the year ended December 35,200
respectively. These amounts are primarily a resfuthanges in metal prices.

Pursuant to fresh start accounting, as more fudlgussed in Note 2, all inventory amounts at tHedEive Date
were stated at fair market value. Raw materials@peérating supplies and repairs and maintenands yare
recorded at published market prices including acgtion premiums. Finished products and Work ircess
(“WIP™) were recorded at selling price less cossédl, cost to complete and a reasonable apporgohwf the profit
margin associated with the selling and conversftorts. As a result, as reported in Note 2, inveet®were
increased by approximately $48.9 at the EffectiateD

Given the recent strength in demand for many tyfdabricated aluminum products and primary aluminu
the Company has a larger volume of raw material®, #¥d finished goods than is its long term histmraverage,
and the price for such goods that was reflecteaéropening inventory balance at the Effective Dgiteen the
application of fresh start accounting, is higherrthong term historical averages. As such, withitlegitable ebb
and flow of business cycles, non-cash LIFO chaagespotential lower of cost and market adjustmetditsesult
when inventory levels drop and/mrargins compress. Such adjustments could be mlat@nesults in future period

4. Investment In and Advances To Unconsolidated Affikte.

The Company has a 49% ownership interest in Angleshich owns an aluminum smelter at Holyhead, .
The Company accounts for its 49% ownership in Asgpeusing the equity method. The Company’s equity i
income before income taxes of Anglesey is treated meduction (increase) in Cost of products soddsgyof our
share of United Kingdom corporation tax. The incameeffects of the Company’s equity in income iatuded in
the Company’s income tax provision.

The nuclear plant that supplies power to Angleseguirently slated for decommissioning in late 20Adr
Anglesey to be able to continue its aluminum reidmobperations past September 2009, when its cup@mer
contract expires, Anglesey will have to secure poaterices that make its aluminum reduction openatiable. Nc
assurances can be provided that Anglesey will beessful in this regard. In addition, given thegmbial for future
shutdown and related costs, Anglesey temporargpended dividends during the last half of 2006 thed
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first half of 2007 while it studied future cash vgments. Based on a review of cash anticipatdettavailable for
future cash requirements, Anglesey removed the deanp suspension of dividends and paid dividendsoii
August and December of 2007. Dividends in respetiteCompany’s ownership interests totaled $14.3007
resulting in a reduction of Investment in uncordatéd affiliate. Dividends over the past five ydaase fluctuated
substantially depending on various operationalraadket factors. During the last five years, castidéinds receive
were as follows: 2007— $14.3, 2006 — $11.8, 200%$9-0, 2004 — $4.5 and 2003 — $4.3. No assuranc&éean

given that Anglesey will not suspend dividends agaithe future.

Summary of Anglesey’s Financial Position

December 31

December 31

2007 2006
Current assets(: $ 160.C % 111.5
Non-current assets (primarily property, plant, and poént, net 52.C 51.1
Total asset $ 212.C % 162.¢
Current liabilities $ 811 % 62.5
Long-term liabilities 26.2 30.€
Stockholder equity 104.5 69.4
Total liabilities and stockholde’ equity $ 2120 % 162.¢
(1) Includes cash and cash equivalents of $85.2 and
Summary of Anglesey’s Operations
Predecessol
Year Ended December 31, 20(
July 1, 2006 January 1, 200€
Year Ended through to Year Ended
December 31 December 31 July 1, December 31
2007 2006 2006 2005
Net sales $ 408.7 % 1981 % 1701  $ 266.2
Costs and expens (319.%) (155.9) (132.7) (243.9
Provision for income taxe (26.0) (12.2) (11.2) (6.7)
Net income $ 63.C $ 307 % 26.6  $ 15.€
Compan’s equity in income(1 $ 3342 % 18 $ 11.C  $ 4.8
Dividends receive: $ 142 $ 91 % 27 % 9.C

(1) The Company’s equity income differs from the sumymeat income due to equity method accounting

adjustments and applying United States GA

Since the Company’s emergence from chapter 11 aedation, total equity earnings from Anglesey hagen
$51.7, of which $23.4 of dividends has been digtgl, leaving $28.3 in the Company'’s retained eaas of

December 31, 2007.

The Company and Anglesey have interrelated opestibhe Company is responsible for selling alunhiina
Anglesey in respect of its ownership percentageiriguhe first three quarters of 2007, such aluninaurchased ¢
prices that were tied to primary aluminum pricedema contract that expired at the end of the thirarter in 2007.
The Company secured a new contract to purchaseareuahcomparable prices that expires in Augus200
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The Company is responsible for purchasing primamnaaum from Anglesey in respect to its ownershipgentage
at prices tied to primary aluminum market prices.

Purchases from and sales to Anglesey were as fallow

July 1, 2006 Predecessol
Year Ended through January 1, 200¢€ Year Ended
December 31 December 31 to December 31
2007 2006 July 1, 2006 2005
Purchase $ 199.: $ 95.C $ 824  $ 150.¢
Sales 50.2 24.4 24.¢ 35.1

At December 31, 2007 and 2006, the receivables fkaglesey were $9.5 and $1.3, respectively, anciplag
to Anglesey were $18.6 and $16.2, respectively.

As a result of fresh start accounting, the Compdetreased its investment in Anglesey at the Effeddiate by
$11.6 (see Note 2). The $11.6 difference betweerCthmpany’s share of Anglesey’s equity and thestment
amount reflected in the Company’s balance shdstiisy amortized (included in Cost of products solBr the
period from July 2006 to September 2009, the ertti@turrent power contract. The non-cash amoitzaras
approximately $3.6 and $1.8 for the year ended Déee 31, 2007 and 2006, respectively. At DecemleB07,
the remaining unamortized amount was $6.2.

During the year ended December 31, 2007, the Coynpaorded a $.3 charge for share-based equity
compensation for employees of Anglesey who padieifpn the employee share savings plan of its pgfRio
Tinto”). The $.3 has been recognized as a redudtidine equity in earnings of Anglesey for the yeaded
December 31, 2007. In accordance with Accountirigdifries Board Opinion No. 18he Equity Method of
Accounting for Investments in Common S, this transaction has been accounted for as #at#ginsaction of
Anglesey. As a result, the Company increased igithmhal capital for the year ended December 30720y $.3
rather than adjust its Investment in and advanzestonsolidated affiliate.

5. Conditional Asset Retirement Obligations

The Company has conditional asset retirement diiigs: (“CAROs”) at several of its fabricated protkic
facilities. The vast majority of such CAROs consikincremental costs that would be associated thighremoval
and disposal of asbestos (all of which is belieteelde fully contained and encapsulated within wdltsrs, ceilings
or piping) at certain of the older plants if sudants were to undergo major renovation or be desheli. No plans
currently exist for any such renovation or demoilitdf such facilities and the Company’s curreneasment is that
the most probable scenarios are that no such gigniffCARO would be triggered for 20 or more yedérat all.
Nonetheless, the retroactive application of FASE&dporetation No. 47“FIN 47"), Accounting for Conditional
Assets Retirement Obligations, an interpretatioRASB Statement No. 1.(“SFAS No. 143") resulted in the
Company recognizing a Long-term liability of appiroately $2.5 at December 31, 2005.

The Company’s estimates and judgments that affiecptobability weighted estimated future contingeot
amounts did not change during the year ended Desegih 2007. However, there was a revision to #tienated
timing for certain future contingent costs durihg tyear ended December 31, 2007 that resulte®.ih eharge to
Net income. In addition, the Comp¢'s results for the year ended December 31, 20072806, included an
immaterial incremental amount of depreciation exeesind an incremental accretion of the estimagduility of $.2
(recorded in Cost of products sold). The estimé@dvalue of the CARO at December 31, 2007 waf.$3.

Anglesey (see Note 4) also recorded CARO liabilité approximately $15.0 in its financial statenses of
December 31, 2005. During the first quarter of 2088&ed on new surveyor’s report and new envirotaheglated
regulations enacted in Wales, Anglesey increase@ARO liability by approximately $9.0. The treamhapplied
by Anglesey was not consistent with the princileSFAS No. 143 or FIN 47. Accordingly, the Compadjusted
Anglesey’s recording of the CARO to comply with téd States GAAP treatment. The Company adjusted its
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equity in earnings for Anglesey for the year enBedember 31, 2007, the period from January 1, 2006y 1,
2006, from July 1, 2006 through December 31, 2G@bthe year ended December 31, 2005 by $1.3, R&
$.1, respectively, to reflect the impact of applylonited States GAAP with respect to the Angles&yrO liability.

For purposes of the Company’s fair value estimai#s respect to the CARO liabilities, a credit asted risk
free rate of 7.5% was used.

6. Property, Plant and Equipment

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

December 31 December 31
2007 2006

Land and improvemen $ 12¢  $ 12.¢
Buildings 25.2 18.€
Machinery and equipme 168.% 92.F
Construction in progres 33.C 51.¢
239.¢ 175.¢

Accumulated depreciatic (17.7) (5.3
Property, plant, and equipment, | $ 2220 % 170.3

Pursuant to fresh start accounting, as more fuflgubsed in Note 2, the Company adjusted its Prppgaant
and equipment to its fair value as adjusted foratlacation of the reorganization value and resstumulated
depreciation to zero. The fair value of the vasjomity of the Company’s Property, plant and equipingas based
on an independent appraisal with only a small portieing based on management’s estimates. Thealaie of the
Property, plant and equipment at July 1, 2006 vgismated to be approximately $300.0. However, gesalt of the
allocation of the reorganization value, the valuéuy 1, 2006 was reduced to $139i2(the net results of the
fresh start process, as reported in Note 2, was datrease in Property, plant and equipment 08 $)0The
amount of depreciation to be recognized by the Gompvas initially lower than the amount historigakcognized
by the Predecessor.

Approximately $20.2 of the Construction in progras®ecember 31, 2007, relates to the Company'&&8pm
Washington facility (se€ommitments— Note 12).

For the year ended December 31, 2007, the peraod July 1, 2006 through December 31, 2006, theoderi
from January 1, 2006 to July 1, 2006 and the yrded December 31, 2005, the Company recorded dafioec
expense of $11.8, $5.2, $9.7 and $19.6, respegtiradhting to the Company’s operating facilitiests Fabricated
Products segment.

7. Supplemental Balance Sheet Informatior

Prepaid Expenses and Other Current Assa®epaid expenses and other current assets waigrised of the
following:

December 31 December 31

2007 2006
Current derivative assets (Note : $ g @ 29.¢
Current deferred tax asst 59.2 —
Short term restricted ca: iL5 1.7
Prepaid expenst 3.8 9.3
Total $ 66.C $ 40.¢
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Other Assets. Other assets were comprised of the following:

December 31 December 31

2007 2006
Derivative assets (Note 1 $ 276 % 13.4
Restricted cas 14.4 23.t
Other 1.1 4.C
Total $ 43.1 $ 40.€

Other Accrued Liabilities. Other accrued liabilities were comprised of thikofving:

December 31 December 31
2007 2006

Current derivative liabilities (Note 1. $ 6€ $ 25.2
Accrued income taxes, taxes payable and FIN 48itiab 2.2 9.€
Accrued bank overdra— see belov 5.4 2.8
Dividend payabl¢ 3.7 —
Accrued annual VEBA contributic 8.8 —
Other 9.¢ 9.€
Total $ 36.€ $ 47.€

The accrued bank overdraft balance at Decembe&®)7, and 2006 represents uncleared cash disburtemen

Long-term Liabilities. Long-term liabilities were comprised of the fallmg:

December 31 December 31
2007 2006
FIN 48 liabilities $ 26. % 12.F
Workers compensation accrue 17.2 17.4
Environmental accrua 6.C 6.7
Derivative liabilities (Note 13 1.¢ 5.4
Asset retirement obligatior 3.C 2.¢
Other long term liabilitie! 2.4 13.4
Total $ 57.C $ 58.2
8. Secured Debt and Credit Facilities
Secured debt and credit facilities debt consisfatiefollowing:
December 31 December 31
2007 2006
Revolving Credit Facility $ — % —
Term Loan Facility — 50.C
Total — 50.C
Less— Current portior — —
Long-term deb $ — 3 50.C

On the Effective Date, the Company and certainigidrges of the Company entered into a new Sengougd
Revolving Credit Agreement with a group of lendersviding for a $200.0 revolving credit facilityh@
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“Revolving Credit Facility”), of which up to a marum of $60.0 may be utilized for letters of cretlihder the
Revolving Credit Facility, the Company is able toiow (or obtain letters of credit) from time tong in an
aggregate amount equal to the lesser of a statedminitially $200.0 and a borrowing base comgulisf eligible
accounts receivable, eligible inventory and cerédigible machinery, equipment and real estatejeed by certain
reserves, all as specified in the Revolving CrEditility. The Revolving Credit Facility has a fiyear term and
matures in July 2011, at which time all principalaunts outstanding thereunder will be due and dayab
Borrowings under the Revolving Credit Facility b@aterest at a rate equal to either a base priteeoral IBOR, at
the Company’s option, plus a specified variablepetage determined by reference to the then rengaborrowing
availability under the Revolving Credit Facilityh& Revolving Credit Facility may, subject to caemteonditions an
the agreement of lenders thereunder, be increask2ir5.0 at the request of the Company. Durinddbeth quarter
of 2007, certain conditions were met and the Comyzend the lenders amended the Revolving CreditiBaci
effective December 10, 2007, to increase the statgalint of the credit facility from $200.0 to $265.

Amounts owed under the Revolving Credit Facilityyniie accelerated upon the occurrence of varioustewd
default set forth in the agreement, including, withlimitation, the failure to make principal oténest payments
when due, and breaches of covenants, represetaimhwarranties. The Revolving Credit Facilitgésured by a
first priority lien on substantially all of the a&ts of the Company and certain of its U.S. opegadinbsidiaries that
are also borrowers thereunder. The Revolving Ciedliility places restrictions on the ability of tBempany and
certain of its subsidiaries to, among other thimgsur debt, create liens, make investments, peigeinds, sell
assets, undertake transactions with affiliateseamidr into unrelated lines of business. At Decer8ie2007, the
Company was in full compliance with all covenargiated to the Revolving Credit Facility.

At December 31, 2007, there were no borrowingstantng under the Revolving Credit Facility andréhe
were approximately $14.1 of outstanding lettersreflit.

Concurrent with the execution of the Revolving Gré&acility, the Company also entered into a Teroah anc
Guaranty Agreement with a group of lenders (thefiTeoan Facility”). The Term Loan Facility providéor a
$50.0 term loan and was guaranteed by the Compathgextain of its domestic operating subsidiaridse Term
Loan Facility was fully drawn on August 4, 2006.eTherm Loan Facility had a five-year term expiringluly
2011, at which time all principal amounts outstagdihereunder would have been due and payableoBigs
under the Term Loan Facility bore interest at a egjual to either a premium over a base primeoralt¢éBOR, at the
Company’s option. On December 13, 2007, the Compapgid in full the outstanding balance of the Té&iman
Facility and the related accrued interest. In catioa with the repayment, $1.5 of related defefiedncing costs
were written off and included in interest expense.

9. Income Tax Matters

Tax Attributes. Although the Company had approximately $981 wfatiributes, including the NOL carry-
forwards available at December 31, 2006 to offsetitnpact of future income taxes, the Company didhmeet the
“more likely than not” criteria for recognition sfich attributes primarily because the Company dichave
sufficient history of paying taxes. As such, then@@any recorded a full valuation allowance againstamount of
tax attributes available and no deferred tax agastrecognized. The benefit associated with anyatezh of the
valuation allowance was first utilized to reductaygible assets with any excess being recorded adjastment to
Stockholders’ equity rather than as a reductiomodme tax expense. In order to assess whethduatioa
allowance was still required at December 31, 2885 Company executed a process for determiningéked for a
valuation allowance. The process included extensview of both positive and negative evidenceudtig the
Company’s earnings history; existing contracts lbaacklog; future earnings; adverse recent occurserazgry
forward periods; an assessment of the industrg; ¢ostingencies; and the impact of timing diffeencAt the
conclusion of this process the Company concludatlitihad met the “more likely than not” criteriar frecognition
of its deferred tax assets and thus released gtengjority of the valuation allowance at Decem®®r2007. In
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accordance with fresh start accounting, the reletiee valuation allowance was taken as an adgistio
Stockholders’ equity rather than through the incatiaéement. The Company maintains a valuation alfms on
deferred tax assets that did not meet the “moedylithan not’recognition criteria and these assets are primatél
NOL carryforwards that the Company believes wiely expire unusec

At December 31, 2007, the Company had $897.5 obpetating loss carry-forwards available to redutere
cash payments for income taxes in the United Statethe $897.5 of NOL carryforwards, $1.0 relaiethe excess
tax benefits from employee restricted stock. Equitlybe increased by $1.0 if and when such extasdenefits ar
ultimately realized. Such NOL carryfowards expiegipdically through 2027. The Company also had $@9 other
tax attributes including $88.4 of gross alternativieimum tax (“AMT") credit carry-forwards with aimdefinite
life, available to offset regular federal income taquirements. The remainder is general businessts that will
expire periodically through 2011.

Pursuant to the Plan, to preserve the NOL carrydods that may be available to the Company aftergenee,
on the Effective Date, the Company’s certificaténarporation was amended and restated to, amibrgy things,
include certain restrictions on the transfer of owon stock and the Company and the Union VEBA, thm@any’s
largest stockholder, entered into a stock tranmsfgriction agreement.

Tax Provision. Income (loss) before income taxes and minoritgrists by geographic area (excluding
discontinued operations and cumulative effect @ingfe in accounting principle) is as follows:

Predecessor
July 1, 2006
Year Ended through January 1, Year Ended
December 31 December 31 2006 to December 31
2007 2006 July 1, 200¢ 2005

Domestic $ 127.¢ $ 27.C $ 3,082.¢ $ (1,130.)
Foreign 54.t 22.€ 60.5 20.¢
Total $ 182¢ $ 49.¢  $ 3,143 $ (1,109.9

Income taxes are classified as either domestioreidn, based on whether payment is made or dtreeto
United States or a foreign country. Certain incaassified as foreign is also subject to domesiioime taxes.

85




KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

The (provision) benefit for income taxes on incofiess) before income taxes and minority interesxglding
discontinued operations and cumulative effect @fingfe in accounting principle) consists of:

Federal Foreign State Total

2007

Current $ — $220) $ (4 9225

Deferred — (.5) — (.5)

Benefit applied to (increase)/decrease Additiorgit@l/Other

comprehensive incon (55.9) 3.8 (6.5) (58.9

Total $(55.9 $(18.7) $(6.9 $(81.9
July 1, 2006 through December 31, 2(

Current $ — $099 $(5 $09

Benefit applied to reduce intangible assets angtase Additional capit: (14.7 — 1.3 (159

Deferred — 1.€ — 1.6

Total $(14.) $ (7.8 $(1.8) $(23.9)

Predecessc

January 1, 2006 to July 1, 20

Current $ 9 $((79 $(1) $((7)

Deferred — .9 — .9

Total $ 9 $@70 $(1 $6.2
2005

Current $ — $@3B8 $ 5 %33

Deferred — .5 — .5

Total $ — $@B3Y $ 5 %29

A reconciliation between the (provision) benefit fiscome taxes and the amount computed by appiyiag
federal statutory income tax rate to income (I&&sfpre income taxes and minority interests (exclgdliscontinued
operations and cumulative effect of change in acting principle) is as follows:

Predecessor
July 1, 2006 January 1,
Year Ended through 2006 Year Ended
December 31 December 31 to July 1, December 31
2007 2006 2006 2005
Amount of federal income tax benefit (expense) bz
on the statutory ral $ (638 $ (17.5) $(1,100.) % 388.k
Decrease (increase) in valuation allowance — — 1,099.: (379.9
Non-deductible Expens (1.6 — — —
State income taxes, net of federal ber (4.5 1.2 — —
Foreign income taxe (11.5) 4.7 (.5 3.¢
Other — (.3) (4.9 (15.9
Provision for income taxe $ (81.4) $ 237) $ (6.2 9 (2.9
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(1) At December 31, 2007 the valuation allowance was&2ompared to $503.8 at December 31, 2006. The
entire change in the valuation was recorded aslpustment in Additional capital in accordance wfithsh
start accounting

The table above reflects a full statutory U.S.feovision despite the fact that the Company is qalying
AMT in the U.S. in some years. S€ax Attributesabove.

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

December 31 December 31
2007 2006
Deferred Income Tax Asse!
Loss and credit carryforwart $ 398.1 % 4424
Pension benefit 3.3 7
Other asset 15.c 19.1
Inventories and othe 13.€ 61.€
Valuation allowance (24.%) (503.9)
Total deferred income tax ass— net 405.F 20.2
Deferred income tax liabilitie:
Property, plant, and equipme (24.9) (5.9
VEBA (50.9) (16.0
Other (12.2) (3.0
Total deferred income tax liabilitie (77.7) (24.%)
Net deferred income tax assets (liabilities)(1 $ 327.t % (4.6

(1) Of the total net deferred income tax assets of 8259.2 was included in Prepaid expenses and oteent
assets and $268.6 was presented as Deferred &s%,asst on the Consolidated Balance Sheet as of
December 31, 200°

(2) Due to the full valuation allowance in 2006, then@any netted deferred tax assets and deferredhtzilities,
and recorded a net $4.6 of deferred tax liabiliiéch is included in Londgerm liabilities on the Consolidat
Balance Sheet as of December 31, 2!

In assessing the realizability of deferred tax sseanagement considers whether it is “more likie&n not”
that some portion or all of the deferred tax assdtsiot be realized. The ultimate realizationduferred tax assets
is dependent upon the generation of future taxialoleme during the periods in which those tempodiiferences
become deductible. Management considers taxabbenadn carryback years, the scheduled reversadfefriced tax
liabilities, tax planning strategies and projechetire taxable income in making this assessmenbfA¥cember 3.
2007, due to uncertainties surrounding the reatinaif some of the Company’s deferred tax assetsding state
NOLs sustained during the prior years and expitingbenefits, the Company has a valuation allowani&24.8
against its deferred tax assets. When recognibedak benefits relating to any reversal of theiaibn allowance
will be recorded as an adjustment of Stockholdegsiity rather than as a reduction of income taeazp. Valuatio
allowance adjustments related to post emergenagsewgll flow through the tax provision.

Other. The Company and its subsidiaries file incomertnrns in the US federal jurisdiction and various
states and foreign jurisdictions. The Company’&fatlincome tax return for the 2004 tax year isentty under
examination by the Internal Revenue Service. They@my does not expect that the results of this eéxation will
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have a material effect on its financial conditiorresults of operations. The Canada Revenue Agaadited and
issued assessment notices for 1998 through 2004Hieh Notices of Objection have been filed. Th@2 2004
tax years are currently under audit by the CanagaeRue Agency. The Company currently does not expatthe
results of these examinations will have a matexfif@ct on its financial condition or results of opigons. Certain
past years are still subject to examination byrtgoduthorities and the use of NOL carry-forwardfuiare periods
could trigger a review of attributes and othert@atters in years that are not otherwise subjeekémination.

No US federal or state liability has been recorfdedhe undistributed earnings of the Company’s d&han
subsidiaries at December 31, 2007. These undistdbearnings are considered to be indefinitelyvested.
Accordingly, no provision for US federal and stateome taxes or foreign withholding taxes has b@ewrided on
such undistributed earnings. Determination of tbeeptial amount of unrecognized deferred US inctamdiability
and foreign withholding taxes is not practicabledese of the complexities associated with its Hygiital
calculation.

In accordance with the requirements of SOP 90&/ (tbmpany adopted the provisions of FIN 48 on duly
2006. The Company has gross unrecognized tax tewéf$19.7 and $14.6 at December 31, 2007 and,2006
respectively. The change during the year endedidbee31, 2007 was primarily due to currency flutitues and
$3.0 of additional unrecognized tax benefits thatenoffset by net operating losses. The Comparygrézes
interest and penalties related to these unrecogtéebenefits in the income tax provision. Durthg year ended
December 31, 2007 and 2006, the Company recogajzeaximately $5.1, of which $1.6 was taken as an
adjustment to additional capital, and $.5, respebtj in interest and penalties. In 2007, the fgmeturrency impact
on gross unrecognized tax benefits, interest andlpes resulted in a $3.8 currency translatiomstdfjent that was
recorded in Accumulated other comprehensive incahehich $2.7 related to gross unrecognized taxebits and
$1.1 related to accrued interest and penaltiesitidddlly, the Company had approximately $10.7 &4db accrued
at December 31, 2007 and 2006, respectively, terést and penalties which were included in Longzthabilities
in the balance sheet. Due to the potential forlutiem of a Federal audit of the 2004 tax yeais iteasonably
possible that the Company’s gross unrecognizetyeéaefits balance may change within the next tweteaths by
$2.5. This will not have a material impact on trentpany’s earnings.

A summary of activities with respect to the groesagognized tax benefits for the year ended DeceBihe
2007 is as follows:

Gross unrecognized tax benefits at December 315 $14.€
Gross increases for tax positions of prior ye 2.5
Gross increases for tax positions of current y 2
Settlement: (.3
Foreign currency translatic 2.7
Gross unrecognized tax benefits at December 317(2D $19.7

(1) Of the $19.7, $15.8 is recorded as a FIN 48 lighdn the balance sheet in Long term liabilitied 3.9 is
offset by net operating losses and indirect tavebiem If and when the $19.7 ultimately is recogniz$15.8
will go through the Compar's income tax provision and thus affect the effectax rate in future period

In connection with the sale of the Company’s inésén and related to Queensland Alumina Limite@AL”"),
the Company made payments totaling approximately %8 AMT in the United States (approximately $8f0
federal AMT and approximately $.5 of state AMT).cBipayments were made in the fourth quarter of 20@®n
completion of the Company’s 2005 federal incomerédurn, the Company determined that approximaiél® of
AMT was overpaid and was refundable. The Compamjiegh for the refund in the 2005 federal incomergtarn
filed in September 2006 and received the refun@ddtober 2006. The Company believed that the reneaiofithe
United States AMT amounts paid in respect of the ahits QAL interests should, in accordance wfité
Intercompany Settlement Agreement entered int@imection with the Company’s chapter 11 bankruptey,
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reimbursed to the Company from the funds held kylitfuidating trustee for the plan of liquidatiohtewo former
subsidiaries of the Company (Kaiser Alumina Ausgdré&lorporation and Kaiser Finance Corporation)lagine for
reimbursement of $7.2 was made in January 200Mayn 2007, the liquidating trust approved the claind the
Company received the $7.2 reimbursement, which atmeas recorded as a benefit in Other operatingfitsn
(charges), net in the second quarter of 2007 (sde ).

10.

Income tax matters of the Predecessor are discus$éate 22.

Employee Benefits

Pension and Similar PlansPensions and similar plans include:

Monthly contributions of one dollar per hour workiegleach bargaining unit employee to the appropriat
multi-employer pension plans sponsored by the drfteelworkers and International Association of
Machinists and certain other unions at six of a@dpction facilities. This obligation came into ste@nce in
December 2006 for four of our production facilitigson the termination of four defined benefit plahise
arrangement for the other two locations came irtstence during the first quarter of 2005. The Camp
currently estimates that contributions will rangenfi $1 to $3 per yea

A defined contribution 401(k) savings plan for hguvargaining unit employees at five of the Company
production facilities. The Company is required take contributions to this plan for active bargagnimit
employees at these production facilities rangiognf$800 to $2,400 per employee per year, deperutirthe
employee’s age and/or service. This arrangement éaro existence in December 2004 for two produnctio
facilities upon the termination of one defined H#ran. The arrangement for the other three liocet came
into existence during December 2006. The Compamgntly estimates that contributions to such phaiiks
range from $1 to $3 per ye:

A defined benefit plan for our salaried employeetha Company’s facility in London, Ontario withraral
contributions based on each salaried empl’'s age and years of servi

A defined contribution savings plan for salaried aon-bargaining unit hourly employees (which wierr¢o
herein as the “Salaried DC Plan”) providing for atam of certain contributions made by employees plu
contribution of between 2% and 10% of their comp¢ins depending on their age and years of serdite.
new hires after January 1, 2004 receive a fixedc@#iribution. The Company currently estimates that
contributions to such plans will range from $1 pkr year

A non-qualified defined contribution plan for kesnployees who would otherwise suffer a loss of bénef
under the Compar’'s defined contribution plan as a result of thetidns by the Code

Postretirement Medical ObligationsAs a part of the Company’s reorganization effdfie Predecessor’s
postretirement medical plan was terminated in 26@4ticipants were given the option of COBRA cogerar
participation in the applicable (Union or Salari&BBA. All past and future bargaining unit emplogese covered
by the Union VEBA. The Salaried VEBA covers all ethietirees including employees who retired priothte 2004
termination of the prior plan or who retire withethequired age and service requirements so lottgeas
employment commenced prior to February 2002. Timefits paid by the VEBAs are at the sole discretbthe
respective VEBA trustees and are outside the Cogipaontrol.

At emergence, the Salaried VEBA received right$,8210,100 shares of the Company’s newly issued aamm
stock. However, prior to the Company’s emergertoe Salaried VEBA sold its rights to approximately

940,200 shares and received net proceeds of apmatedy $31. The remaining approximately 999,900ehaf the
Companys common stock held by the Salaried VEBA at JulQ6 were unrestricted. The Salaried VEBA soli
remaining shares during the second half of 2006.
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At emergence, the Union VEBA had rights to recdi#et39,900 common shares upon the Company'’s
emergence from chapter 11 bankruptcy. Howevery poithe Company’s emergence, the Union VEBA std i
rights to approximately 2,630,000 shares and reckinet proceeds of approximately $81.

During the first quarter of 2007, 6,281,180 commsbares were sold to the public by existing stoatéwd
pursuant to a registered offering. The Companyndidsell any shares in, and did not receive angg®ds from, the
offering. The Union VEBA was one of the sellingatbolders. Of the 3,337,235 shares sold by the UXiBBA in
the offering, 819,280 common shares were unahbe teold without the Company’s approval under aeamgent
restricting the Union VEBA's ability to sell or athwise transfer its common shares. However, duhiedirst
quarter of 2007, the Union VEBA received approvahf the Company to include such shares in theiatjer

The 819,280 previously restricted shares wereddeas a reduction of Stockholders’ equity (at th¢.$2 per
share reorganization value) in the December 316 2@0ance sheet. As a result of the relief of #strictions,
during the first quarter of 2007: (i) the valuetioé 819,280 shares previously restricted was atl®&EBA assets ¢
the approximate $58.19 per share price realizeithdynion VEBA in the offering (totaling $47.7);

(i) approximately $19.7 of the December 31, 2086uction in Stockholders’ equity associated with ibstricted
shares (common shares owned by Union VEBA subjecsdtrictions) was reversed and (iii) the differehetween
the two amounts (approximately $23, net of incomes$ of $5) was credited to Additional capital.

During the fourth quarter of 2007, the Union VEB®#dsan additional 627,200 shares upon the Board of
Directors’ approval. The 627,200 shares sold rediilt (i) an increase of $45.1 in VEBA assets aapproximate
$72.03 weighted average per share price realizédebynion VEBA, (ii) a reduction of $15.1 in commstock
owned by Union VEBA (at the $24.02 per share reoizgion value), and (iii) the difference betweka two
amounts (approximately $25.2, net of income taxél®) was credited to Additional capital. Afthetsale, the
Union VEBA now owns approximately 23.5% of the aatgling common stock as of December 31, 2007.

As of the date of filing of this Report, the Companonly obligation to the VEBAs is an annual vét@&cash
contribution. The amount to be contributed to tHEBAs is 10% of the first $20.0 of annual cash fi@s defined; i
general terms, the principal elements of cash #ioevearnings before interest expense, provisiomémme taxes
and depreciation and amortization less cash payientamong other things, interest, income taxescapital
expenditures), plus 20% of annual cash flow, amddf in excess of $20.0. Such annual paymentsnoagxceed
$20.0 and are also be limited (with no carryoveiutare years) to the extent that the payments avoalse the
Company’s liquidity to be less than $50.0. Such ant® are determined on an annual basis and paypbfethe
earlier of (a) 120 days following the end of fisgehr, or within 15 days following the date on whibe Company
files its Annual Report on Form 10-K with the Setias and Exchange Commission (“SECU) (if no such report
required to be filed, within 15 days of the deliverf the independent auditor’s opinion of the Compsa annual
financial statements). During the course of theganization process, $49.7 of contributions werelenta the
VEBAs, of which $12.7 was available to reduce meergence payments that may become due pursute to
annual variable cash requirement. Of this amouh® #as utilized in 2006 and the remaining $10.8 wflized in
2007. At December 31, 2007, the Company owed thBA&$8.8 million under this arrangement which hasrb
recorded in Other accrued liabilities in the Comparmonsolidated balance sheets and a correspoiingase in
net assets in respect of the VEBAs.

For accounting purposes, after discussions wittstat of the SEC, the Company has concluded et t
postretirement medical benefits to be paid by tEBXs and the Company’s related annual variablerdmriton
obligations should be treated as defined benefitrptirement plans with the current VEBA assetsfanare
variable contributions described above, and easiihgreon, operating as a cap on the benefits paioe As such,
while the Company’s only obligation to the VEBAgdspay the annual variable contribution amount lasi no
control over the plan assets, the Company mustuatdor net periodic postretirement benefit coata¢cordance
with Statement of Financial Accounting Standards Ni6, Employers’ Accounting for Postretirement Benefits
other than Pension8SFAS No. 106”) and record any difference betwd#enassets of each VEBA and its
accumulated postretirement benefit obligation (“ABin the Company’s financial statements. Sucloeiinfation
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must be obtained from the Salaried VEBA and Uni@&B¥A on a periodic basis. In general, as more fdégcribed
below, given the significance of the assets culyentailable and expected to be available to thBXg&in the
future and the current level of benefits, the capsdnot impact the computation of the APBO. Howgsieould the
benefit formulas being used by the VEBAS increas#ar if the assets were to substantially decraasepossible
that existing assets may be insufficient alonautwifsuch benefits and that the benefits to be ipdigture periods
could be reduced to the amount of annual variatdributions reasonably expected to be paid byChpany in
those years. Any such limitations would also haveansider any remaining amount of excessgmergence VEB.
contributions made.

Key assumptions made in computing the net obligatioeach VEBA and in total at the December 31,7286«
2006 include:

With respect to VEBA assets:

The 4,845,465 shares of the Company’s common stelckby the Union VEBA that were not transferable
have been excluded from assets used to computesttasset or liability of the Union VEBA, and will
continue to be excluded until the restrictions &aBuch shares are being accounted for similairéasury
stocl” in the interim (see Note 1

At December 31, 2007, neither VEBA held any unretstd shares of the Company’s common stock. At
December 31, 2006, the fair value of the unresticthares of common stock held by each VEBA was98
per share

Based on the information received from the VEBABatember 31, 2007 and 2006, both the Salaried and
Union VEBA assets were invested in various managegrietary funds

The Company assumed that the Salaried VEBA woulétae a long term rate of return of approximately
5.50% and 5.50% on its assets as of December 8Y,&td 2006, respectively. The Company assumed that
the Union VEBA would achieve a long term rate dtire of approximately 5.50% and 5.50% on its asasts
of December 31, 2007 and 2006, respectively. Thg-term rate of return assumption is based on the
Compan’s expectation of the investment strategies to liead by the VEBA' trustees

The annual variable payment obligation is beingttrd as a funding/contribution policy and not cedras a
VEBA asset at December 31, 2007 for actuarial pggpoHowever, the amount owed under the funding
obligation in relation to the results for the yeaded December 31, 2007 has been accrued andudedc
within Other accrued liabilities and Net assetsispect of VEBAS

With respect to VEBA obligations:

The APBO for each VEBA has been computed basetietetel of benefits being provided by each VEBA
at December 31, 2007 and 20

The present value of APBO for each VEBA was computging a discount rate of return of 6.00% and %
at December 31, 2007 and 2006, respecti

Since the Salaried VEBA was paying a fixed annuabant to its constituents at both December 31, 20@
2006, no future cost trend rate increase has bemmeed in computing the APBO for the Salaried VE

For the Union VEBA, which is currently paying cent@rescription drug benefits, an initial cost tlaate of
12% has been assumed and the trend rate is assomecine to 5% by 2013 at both December 31, 20
2006. The trend rate used by the Company was lmsgdormation provided by the Union VEBA and
industry data from the Compeé’s actuaries

91




KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

The following recaps the net assets of each VEB&f@&ecember 31, 2007 and 2006 (such informatiaise
included in the tables required under United St&A#&P below which roll forward the assets and ofigns):

December 31, 200 December 31, 200!
Union VEBA Salaried VEBA Total Union VEBA Salaried VEBA Total
APBO $ (2320 $ (62.7) $(2947) $ (226 $ (515 $(278.)
Plan asset 353.¢ 76.C 429.€ 241.2 77.4 318.¢
Net asse $ 121.¢ $ 13.5 $134.¢ $ 14.¢ $ 25.€ $ 40.7

The Companys results of operations included the following irtisaassociated with the VEBAS: (a) charges
service rendered by employees; (b) a charge foreton of interest; (c) a benefit for the returnman assets; and
(d) amortization of net gains or losses on asgeit; service costs associated with plan amendrerdsactuarial
differences. The VEBA-related amounts includechia tesults of operations are shown in the tablésibe

Financial Data.

Assumptions —Fhe following recaps the key assumptions used lamémounts reflected in the Company’s
financial statements with respect to the Successori Predecessor’s pension plans and other piestrent benefit
plans. In accordance with generally accepted adewyprinciples, impacts of the changes in the Canyfs
pension and other postretirement benefit plansudised above have been reflected in such information

The Company uses a December 31 measurement daik dbits plans.

Weightedaverage assumptions used to determine benefitatigiits as of December 31 and net periodic be
cost (income) for the years ended December 31 are:

Medical/Life Benefits
Pension Benefits(1 (2)
2007 2006 2005 2007 2006 2005

Benefit obligations assumptior

Discount rate 5.6(% 5.2(% 5.5(% 6.0(% 5.75% —
Rate of compensation incree 3.7%% 3.0% 3.0% — —-  —
Net periodic benefit cost assumptio

Discount rate 5.2(% 5.2(% 5.7%% 5.7% 6.25% —
Expected return on plan ass 6.0(% 6.0(% 8.5(% 5.5(% 5.5(% —
Rate of compensation incree 3.0(% 3.0(% 3.0% — —_- =

(1) Pension Benefits for 2007 and 2006 primarily repnéshe defined benefit plan of the Canadian figcili
Pension Benefits for 2005 primarily represent thedBcessor’s defined benefit plans that were teatadhin
December 2006 as more fully discussed ab

(2) Medical /Life Benefits percentages for 2007 and®#late to the VEBAS
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Benefit Obligations and Funded Status The following table presents the benefit obligasiamd funded stat
of the Company’s pension and other postretiremengfit plans as of December 31, 2007 and 2006ttend
corresponding amounts that are included in the Gmy's Consolidated Balance Sheets.

Pension Benefits Medical/Life Benefits

2007 2006 2007 2006
Change in Benefit Obligatiol
Obligation at beginning of ye: $4.C $32.1 $2781 $1,017.(
Foreign currency translation adjustm .8 — — —
Service cos 2 1.1 14 .6
Interest cos 2 1€ 15t 7.8
Plan amendments relating to Salaried VE — — 9.2 —
Curtailments, settlements and amendm— Predecessor plai — (28.2) — (1,005.9)
Actuarial (gain) los: — (1.9 7.2 14.¢
Benefits paic— Predecessor plal — (.7) — (11.9
Benefits paic— Successor plar (.3 — —

Creation of VEBA — — — 262.(

Reimbursement from Retiree Drug Subsidy — — 3.3 —
Benefits paid by VEB/ — — (20.0 (7.3
Obligation at end of ye: 4.¢ 4.C 294.7 278.1
Change in Plan Assel

FMV of plan assets at beginning of yt 3.€ 21.t 318.¢ —
Foreign currency translation adjustm 7 — — —
Actual return on asse A 1.C 25.¢ 30.€
Employer contributions(z .3 1.8 101.% 306.¢
Reimbursement from Retiree Drug Subsidy — — 3.3 —
Assets for which contributions transferred to tiBGe — (20.0 — —
Benefits paid(3 (.39 (.7) (20.0) (18.7)
FMV of plan assets at end of ye 44 3.€ 429.€ 318.¢
Accrued (prepaid) benefit liability(¢ $5 $ 4 $1349 $ (40.9

(1) In January 2005, the Department of Health and HuB&mices’ Centers for Medicare and Medicaid Sewic
(CMS) released final regulations governing the Mat# prescription drug benefit and other key eldmeh
the Medicare Modernization Act that went into effédanuary 1, 2006. The Union VEBA is eligible fbet
Retiree Drug Subsidy because the plan meets thtdef of actuarial equivalence and therefore digs for
federal subsidies equal to 28% of allowable drugtxoAs a result, the Company has measured itgattdns
and costs to take into account this subs

(2) Employer contributions to Medical/Life benefit paim 2007 consist of $92.8 related to the reledsmpsfer
restrictions and subsequent sale of 1,446,480 sludithe Compang common stock held by the Union VE
plus $8.8 owed to the VEBAS, but unpaid, at Decan3ie 2007 in respect to the annual variable cash
contribution which will be paid in the first quartef 2008. Employer contributions to Medical/Liferefit
plans in 2006 consist of $11.4 paid by the VEBA®IEemergence and $295.2 of value associatedasgat:
received by the VEBA at the Effective Da
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(3) Benefits paid by Medical/Life benefit plans in 20€@hsist of $11.4 paid by the VEBAS prior to emegge
and $7.3 paid by the VEBAs after the Effective D

(4) Accrued benefit liability for the defined benefiipsion plan(s) at December 31, 2007 and 2006 weheded
in Long-term liabilities on the Consolidated Balance Sh

The accumulated benefit obligation for all defirmghefit pension plans (other than the Terminated$)lwas
$4.1 and $3.6 at December 31, 2007 and 2006, risglgc

The amount of loss which is recognized in the badasheet (in Accumulated other comprehensive infome
associated with the Company’s defined benefit pgmplan and the VEBAs that have not been recogriized
earnings as of December 31, 2007 were $.4 and &kPectively. The portion of the pension plan ¥EBA
amounts not recognized in earnings at Decembe2®17 that is expected to be recognized in earnmgd08 is
$1.2.

Components of Net Periodic Benefit Cost (Incomd)jhe-following table presents the components of net
periodic benefit cost (income) for the years endedember 31, 2007, 2006 and 2005:

Pension Benefits Medical/Life Benefits

2007 2006 2005 2007 2006 2005
Service cos $ 2 $11 $12 $ 14 $ 6 $—
Interest cos 2 1.6 1.€ 15.5 7.9 —
Expected return on plan ass (20 @79 @5 @95 (9 —
Amortization of prior service co: — — A — — —
Amortization of net los — 3 A4 — — —
Net periodic benefit cos 2 1.3 1.8 (2.6) .6 —
Defined contribution plan 9.8 8.1 7.2 — — —

$10.1 $94 $9C $ (26 $ 6 $—

The above table excludes pension plan curtailmeaisattiement costs of $.2 and $6.3 in 2007 ané,200
respectively, and pension plan curtailment andesetint credits of $.7 in 2005.

The periodic pension costs associated with the Texted Plans were zero, $1.1 and $1.6 for the yeraied
December 31, 2007, 2006 and 2005.
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Components of Net Periodic Benefit Cost (Incomeé)@ash Flow and Charges Fhe following tables present
the components of net periodic pension benefitsfonshe years ended December 31, 2007, 2006 608:2

Predecessol
Year Ended December 31, 2006
July 1, 2006
Year Ended through January 1, 200¢€ Year Ended
December 31 December 31 to December 31
2007 2006 July 1, 2006 2005
VEBA:

Service cos $ 14 $ 6 % — % —
Interest cos 15t 7.5 — —
Expected return on plan ass (19.5 (7.9 — —
(2.6) 6 — —

Defined benefit pension plans (including service
costs of $.2, $.5, $.6 and $1 2 5 .8 1.8
Defined contributions plar 9.¢ 4.C 41 7.2

Retroactive impact of defined contribution plans

adoption included in Other operating charges,
net — A4 — 6.8
$ 72 $ B3 $ 4.€ $ 15.¢

The following tables present the allocation of thebarges (income):
Predecessol
Year Ended December 31, 200
July 1, 2006
Year Ended through January 1, 200€ Year Ended
December 31 December 31 to December 31
2007 2006 July 1, 2006 2005

Fabricated Products segmi $ 9.2 % 4¢ % 45 % 8.7
Corporate segme! (1.8 2 A4 3
Other operating charges, net (Note — 4 — 6.€
$ 7.5 $ 5.5 $ 4.€ $ 15.¢

For all periods presented, the net periodic benediating to the VEBAS are included as a componént
Selling, administrative, research and developmedtgeneral expense within the Corporate segment and
substantially all of the Fabricated Products segiaeealated charges are in Cost of products sott thie balance
being in Selling, administrative, research and tigment and general expense.

An amount of $.8 was accrued at December 31, 20@&¢rued salaries, wages, and related expensescel
to the retroactive implementation of the remainiledined benefit plans. Of the $.8, $.4 was recoidetiost of
products sold and $.4 was recorded in Other opgratiarges, net (Note 14). The amount recordedherO
operating charges, net represents a one time pdyftaa amount was paid in 2007. The amount reladdtie
retroactive implementation of the Salaried DC Rieas paid in July 2005. In September 2005, the Compad the
USW amended a prior agreement to provide, amorgy things, for the Company to contribute per emedy
amounts to the Steelworkers’ Pension Trust totadipgroximately $.9. The amended agreement was egqbtoy
the Bankruptcy Court and such amount was recomidiaei fourth quarter of 2005.
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The Successor also paid benefits applicable t&®thdecessor (s&ash and other CompensationNote 11).

Employee benefit and incentive plans of the Presigareare discussed in Note 23.

11. Employee Incentive Plans
Equity Based Compensation.

General —Upon the Company’s emergence from chapter 11 baitkyuthe 2006 Equity and Performance
Incentive Plan (the “Equity Incentive Plan”) becaeffective. Officers and other key employees of@menpany or
one or more of its subsidiaries, as well as dimscbd the Company, are eligible to participatehe Equity Incentive
Plan. The Equity Incentive Plan permits the graptihawards in the form of options to purchase camshares,
stock appreciation rights, shares of non-vestedvasted stock, restricted stock units, performahzees,
performance units and other awards. The Equityritiee Plan will expire on July 6, 2016. No grantd e made
after that date, but all grants made on or prigh&d date will continue in effect thereafter sabj® the terms
thereof and of the Equity Incentive Plan. The ConymBoard of Directors may, in its discretion,rténate the
Equity Incentive Plan at any time. The terminatidthe Equity Incentive Plan will not affect thghits of
participants or their successors under any awartisamding and not exercised in full on the dateohination.

Subject to certain adjustments that may be reqdifeed time to time to prevent dilution or enlargarhef the
rights of participants under the Equity Incentivar® 2,222,222 common shares were reserved foanssuunder tt
Equity Incentive Plan.

Compensation charges related to the Equity IncerRian for the year ended December 31, 2007 wele 0
which $8.9 related to vested and non-vested conshares and restricted stock units and $.2 relatetbtk
options. Compensation charges related to the E¢uigntive Plan for the period from July 1, 20068ecember 31,
2006 were $4.0 all of which related to vested ama-vested common shares. The total charges fpeatds were
included in Selling, administrative, research aadedopment and general expense.

At December 31, 2007, 1,604,197 common shares awaiéable for additional awards under the Equity
Incentive Plan.

Non-vested Common Shares and Restricted Stock-UitsJune 2007, the Company granted 7,281
common shares to its non-employee directors. Theestare subject to a one year vesting requirethantapses on
June 6, 2008. The fair value of the shares gramit&db is being amortized to expense over a onepgedod on a
ratable basis. An additional 3,877 common shares vgsued to noemployee directors electing to receive comi
shares in lieu of all or a portion of their anntegthiner fee. The fair value of the shares of Ba3ed on the fair val
of the shares at date of issuance, was recogmzearnings in the year ended December 31, 200'pasad
expense.

In April 2007, the Company issued 54,381 nasted common shares and granted 1,260 restritciekl snits tc
executive officers and other key employees. Theeshand the restricted stock units are subjecthoee year
vesting requirement that lapses on April 3, 201k Tair value of the shares issued, after assumfp forfeiture
rate, is being amortized to expense over a thraeperiod on a ratable basis. The restricted stiodis have rights
similar to the rights of non-vested common sharekthe employee will receive one common sharedgche
restricted stock unit upon the vesting of the ret&td stock unit. The restricted stock units vest third on the first
anniversary of the grant date and one third on e&tihe second and third anniversaries of the datesuance. The
fair value of the restricted stock units issueteradissuming a 5% forfeiture rate is being amaditizeexpense over
the vesting period on a ratable basis.

Upon emergence from chapter 11 reorganizationCthrapany issued 521,387 shares of non-vested common
shares and 3,699 restricted stock units to direceecutive officers and other key employees.wéighted
average grant date fair value for non-vested comshamnes and restricted stock units were $42.31568d),
respectively. No non-vested common shares or céstiistock units vested during 2006. The non-vesteamon
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shares and restricted stock units issued to execafficers and other key employees are subjeatttoee year
vesting requirement that lapses on various dat28®9. The non-vested common shares issued tdalisagere
subject to a one year vesting requirement thatlhps August 1, 2007. An additional 4,273 commarehwere
issued in 2006 to non-employee directors electingteive common shares in lieu of all or a portbtheir annual
retainer fee. The fair value of the shares of Ba&ed on the fair value of the shares at datesoéige, was
recognized in earnings in the year ended Decenthe2@®)6 as a period expense.

The fair value of the non-vested common sharesesttcted stock units is determined based on Itheng
trading price of the common shares on the gramt. dasummary of the activity with respect to norstegl common
shares and restricted stock units for the yearebdeember 31, 2007 is as follows:

Non-Vested Restricted
Common Shares Stock Units
Weighted- Weighed-
Average Average
Grant-Date Grant-Date
Shares Fair Value Units Fair Value
Non-vested shares and restricted stock units at Jadu207 521,38 $ 4231 3,69¢ $ 62.0(
Granted 61,66: 79.31 1,26( 80.01
Vested (30,709 43.0¢ (1,239 62.0(
Forfeited (3,270 53.7¢ — —

Non-vested shares and restricted stock units at DeaeBih@007 549,07 $ 46.3¢ 3,727 $ 68.0¢

Under the Equity Incentive Plan, the Company allpadicipants to elect to have the Company withhold
common shares to satisfy minimum statutory tax ldtting obligations arising on the vesting of nasted shares
and restricted stock units and stock options. WtherCompany withholds the shares, it is requireckioit to the
appropriate taxing authorities the fair value @ #hares withheld. During the year ended Decemhe2®)7,

8,346 shares (which are included in vested shartheiabove tables) were withheld upon the vesifripmmon
shares. During the fourth quarter of 2007, the BadrDirectors approved the cancellation of sudrss and all
future shares withheld as a result of vesting af-nested shares and restricted stock units and #reising of stoc
options. The fair value of the common shares withlo€$.7 has been recorded as a reduction to Auwfdit capital
in the year ended December 31, 2007.

As of December 31, 2007, there was $13.5 of unmized compensation cost related to non-vested cammo
shares and restricted stock units. That cost iseepl to be recognized over a weighted-averagegefil.6 years.

Stock Options —-On April 3, 2007, the Company granted options trchase 25,137 of its common shares to
executive officers and other key employees witl@mactual life of ten years.

The fair value of each of the Company’s stock optwvards is estimated on the date of grant usBiguek-
Scholes option-pricing model that uses the assuemptioted in the table below. The fair value of@mmpany’s
stock option awards, which are subject to gradetivg, is expensed on a straight line basis ovewrésting period
of the stock options. Due to the Company’s shaditrg history for its common shares since emergéooce
chapter 11 bankruptcy on July 6, 2006, expectedtNity could not be reliably calculated based be historical
volatility of the common shares. As such, the Conygaas determined volatility for use in the Bladkefs option-
pricing model using the volatility of the stockahumber of similar public companies over a pedqdal to the
expected option life of six years. The risk-freterior periods within the contractual life of theck option award is
based on the yield curve of a zero-coupon US Trgdsand on the date the stock option is awarded. Cbmpany
uses historical data to estimate employee terntingtind the simplified method to estimate the ebgokaption life
within the valuation model.
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The significant weighted average assumptions useetermining the grant date fair value of the apawards
granted on April 3, 2007 were as follows:

Dividend yield —%
Volatility rate 45%
Risk-free interest rat 4.5%
Expected option life (year: 6.C

Prior to April 3, 2007, the Company had no outstagaptions to purchase common shares. A summattyeof
Company’s stock option activity for the year en@eEtember 31, 2007 is as follows:

Weighted-
Weighted- Average
Average Remaining Aggregate
Number of Exercise Contractual Intrinsic
Shares Price Life (In years) Value
(In millions)
Outstanding at January 1, 20 — —
Grants 25,135 80.01
Forfeited — —
Exercise — —
Outstanding at December 31, 2( 25,137 $ 80.0] 928 $ —
Expected to vest at December 31, 2007 (assumifdg a 5
forfeiture rate’ 23,88( $ 80.07 9.2t § —
Exercisable at December 31, 2( — 3 — —  $ —

The weighted average fair value of the options @cuduring the year ended December 31, 2007 wa9839
At December 31, 2007, there was $.7 of unrecogrinaapensation costs related to stock options. ddss is
expected to be recognized over a weighted-averagedoof 2.3 years.

Cash and other Compensation.

« A short term incentive compensation plan for manag®, payable in cash, which is based primarily on
earnings, adjusted for certain safety and perfooadactors. Most of the Company’s locations alseeha
similar programs for both hourly and salaried empls. During 2007, 2006 and 2005, the Company
recorded charges of $12.0, $7.9 and $5.7, respédgtirelated to these plans. Of the total chargexdD7,
2006 and 2005, $3.1, $2.9 and $3.3, respectivedyeuncluded in Cost of products sold and $8.90 $5d
$2.4, respectively, were included in Selling, adstnative, research and development and ger

« Certain employment agreements between the Compahgextain members of management remain effe
Additionally, other members of management contittueetain certain pre-emergence contractual
arrangements. In particular, the terms of the changontrol agreements survive after the Effecbate for
a period ending two years following a change inte@nunless superseded by another agreement
(see Note 23). The terms of the severance agresmhtcertain members of management terminated in
2007.

12. Commitments and Contingencie

Commitments. The Company and its subsidiaries have a variefypnancial commitments, including purchase
agreements, forward foreign exchange and forwdes gmntracts (see Note 13), letters of creditguatantees. Tt
Company and its subsidiaries also have agreemestgply alumina to and to purchase aluminum framglésey
(see Note 4). As of December 31, 2007, orders pwiaeed for certain equipment and/or services irgdrid
augment the heat treat and aerospace capabilitite &ompany’s Trentwood facility in Spokane,
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Washington. The Company expects the total costsufol equipment and services to be approximate39.$1
Approximately $112.7 of such costs were incurredrfiinception of the Trentwood project through thd ef 2007.
The balance is expected to be incurred during 288&f December 31, 2007, orders were also plaseddrtain
equipment and/or services relating to the $91 bad and tube value stream investment. Approxima&@Ig was
incurred from inception of the investment througl &nd of 2007. The balance is expected to bereduluring
2008 and 2009.

Minimum rental commitments under operating leasd3egember 31, 2007, are as follows: years ending
December 31, 2008 — $3.8; 2009 — $3.5; 2010 — $200;1 — $.9 and 2012 and thereafter — $.5. Rental
expenses, after excluding rental expenses of dist@d operations, were $5.0, $4.0 and $3.6 foy#ss ended
December 31, 2007, 2006 and 2005, respectively.

Environmental ContingenciesThe Company and its subsidiaries are subjectangber of environmental
laws, to fines or penalties assessed for allegeddhes of the environmental laws, and to claimedapon such
laws.

A substantial portion of the Company’s pre-emergeuigligations, primarily in respect of non-owneddtions,
was resolved by the chapter 11 proceedings (see Nt The remaining environmental accruals amaaily
related to potential solid waste disposal andawil groundwater remediation matters. The followalge presents
the changes in such accruals, which are primardjuded in Long-term liabilities, for the periodi July 1, 2006
through December 31, 2007 (see Note 24 for a thbkepresents the changes in the environmentalialscfor the
period from January 1, 2006 to July 1, 2006 and/ttee ended December 31, 2005).

July 1, 2006

Year Ended through
December 31 December 31

2007 2006
Beginning balanc $ 84 % 10.4
Additional accruals 1.1 7
Less expenditure (1.8 (2.7)
Ending balanc: $ 77 9% 8.4

These environmental accruals represent the Compasyimate of costs reasonably expected to beraatur
based on presently enacted laws and regulationgntly available facts, existing technology, and €Company’s
assessment of the likely remediation action toalkert and are calculated on an undiscounted badise lordinary
course, the Company expects that these remeditiions will be taken over the next several yeatsestimates
that expenditures to be charged to these envirotahaccruals will be approximately $1.7 in 2008,8h 2009, $.
in 2010, $.8 in 2011 and $2.7 in 2012 and theeeaft

As additional facts are developed and definitiveediation plans and necessary regulatory apprdwals
implementation of remediation are established @ria&tive technologies are developed, changessethnd other
factors may result in actual costs exceeding theentienvironmental accruals. The Company beli¢gvasit is
reasonably possible that costs associated witle thegronmental matters may exceed current acchyadgnounts
that could range, in the aggregate, up to an ethBl5.5. As the resolution of these mattersligest to further
regulatory review and approval, no specific asstegaran be given as to when the factors upon whatbatantial
portion of this estimate is based can be expectée resolved. However, the Company is currentlyking to
resolve certain of these matters.

Other Environmental Matters.The Company has been working with regulatory auities and performing
studies and remediation pursuant to several commsdats with the State of Washington relating @ lhifstorical use
of oils containing PCBs at our Trentwood facility$pokane, Washington before 1978. During April2a8e
Company was served with a subpoena for documedtsaitified by Federal authorities that they wenaestigating
certain environmental compliance issues with resstgethe Company’s Trentwood facility in Spokaneasiiington.
The Company undertook its own internal investigati the matter through specially retained coutsel
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ensure that it had all relevant facts regardingiiweod’s compliance with applicable environmengals$. In early
2007, the Company received a letter from the regofaauthorities confirming that their investigatibad been
closed.

Resolution of Contingencies with respect to the B&\s more fully described in Note 24, in resporséhe
January 2004 motion to terminate or substantialigify substantially all of the Company’s definechbét pension
plans, the Bankruptcy Court ruled that the Compaany met the factual requirements for distress teation as to
all of the plans at issue. The PBGC appealed tmkBg@tcy Court’s ruling. However, as more fully dissed in
Note 24, while the PBG's appeal was pending, the Company and the PBG&heglaa settlement under which the
PBGC agreed to assume the Terminated Plans (aseddielow). The Bankruptcy Court approved thidessgnt in
January 2005. The Company believed that all issussspect of such matters were resolved. Howealeapite the
settlement with the PBGC, the intermediate appetaurt proceeded to consider the PBGC's earlipealpand
issued a ruling dated March 31, 2005 affirming Ba@kruptcy Court’s rulings regarding distress teration of all
such plans. In July 2005, the Company and the PBfa€hed an agreement, which was approved by thier@atoy
Court in September 2005, under which the PBGC agee¢ previously approved by the Bankruptcy Cours wa
amended to permit the PBGC to further appeal ttegrimediate appellate court ruling. Under the teofrthe
amended PBGC agreement, if the PBGC were to prevdik further appeal, all aspects of the previoapproved
PBGC agreement would remain the same. On the bdret, under the amended agreement, if the inteateedi
appellate court ruling was upheld on further appisal PBGC would be required to: (a) approve tis&res
termination of the remaining defined benefit pengitans; and (b) reduce the amount of the admatisé claim to
$11.0 (from $14.0). Under the amended agreemetit,the Company and the PBGC agreed to take upntieefu
appeals. Pending the final resolution of this mmattee Company’s settlement with the PBGC remainddill force
and effect. Upon consummation of the two separatespof liquidation (collectively, the “Liquidatinglans”) in
December 2005, the $11.0 minimum was paid to the®B

In July 2006, the United States Third Circuit CanfrAppeals affirmed the intermediate appellatertsuuling
upholding the Bankruptcy Court’s finding that tleetual requirements for distress termination otlafined benefit
plans had been met. Accordingly, four of the figengaining plans were terminated by the PBGC on Déeer29,
2006. These four pension plans, together with #resjpn plans terminated by the PBGC in 2004 an@® 26€e
Note 23) are herein after collectively referrecsothe“Terminated Plans"The Terminated Plans were replaced
defined contribution plans as described in NoteAl)a result of the July 2006 ruling, the $3.0 mfyiously
recorded administrative claim included in the Comypsopening balance sheet was credited to Otherabipng
charges, net (see Note 14). The termination offireninated Plans in 2006 resulted in a non-caskfiief
approximately $4.2 (reflected in Other operatingnifits) charges, net — see Note 14).

Other Contingencies.The Company and its subsidiaries are involvehitious other claims, lawsuits, and
proceedings relating to a wide variety of mattefated to past or present operations. While uniceiga are
inherent in the final outcome of such matters ansl presently impossible to determine the actoatsthat
ultimately may be incurred, management currentlieldes that the resolution of such uncertaintied te
incurrence of such costs should not have a mataiadrse effect on the Company’s consolidated &izduposition,
results of operations, or liquidity.

Commitment and contingencies of the Predecessatiscassed in Note 24.

13. Derivative Financial Instruments and Related Hedgig Programs

In conducting its business, the Company uses vaiifmsiruments, including forward contracts andanj to
manage the risks arising from fluctuations in alwmn prices, energy prices and exchange rates. dhgény has
historically entered into derivative transactiorani time to time to limit its exposure resultingrfn (1) its
anticipated sales of primary aluminum and fabridateiminum products, net of expected purchase fosttiems
that fluctuate with aluminum prices, (2) the enepgige risk from fluctuating prices for natural gased in its
production process, and (3) foreign currency regu@nts with respect to its cash commitments witbigm
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subsidiaries and affiliates. As the Company’s hegdgictivities are generally designed to lock-irpacified price or
range of prices, realized gains or losses on theat&e contracts utilized in the hedging actiegi(excluding the
impact of mark-to-market fluctuations on those cacts discussed below) generally offset at legstrion of any
losses or gains, respectively, on the transacteisy hedged.

The Company’s share of primary aluminum producfrom Anglesey is approximately 150,000,000 pounds
annually. Because the Company purchases alumin@niglesey at prices linked to primary aluminum psconly a
portion of the Company’s net revenues associatéi Arglesey are exposed to price risk. The Comstiynates
the net portion of its share of Anglesey productaposed to primary aluminum price risk to be agnately
100,000,000 pounds annually (before consideringrimetax effects).

The Company’s pricing of fabricated aluminum pradus generally intended to lock-in a conversiongima
(representing the value added from the fabricgtimtess(es)) and to pass metal price risk on ugomers.
However, in certain instances the Company doeg @ritefirm price arrangements. In such instanties,Company
does have price risk on its anticipated primaryrahum purchase in respect of the customerder. Total fabricatt
products shipments during the year ended Decentheé?0®7, the period from January 1, 2006 to JuBODS6, the
period from July 1, 2006 through December 31, 2806 the year ended December 31, 2005 that contéixestl
price terms were (in millions of pounds) 239.1, 20®6.0 and 155.0, respectively.

During the last three years, the volume of fabadgiroducts shipments with underlying primary atunm
price risk were at least as much as the Comsangt exposure to primary aluminum price risk agladaey. As sucl
the Company considers its access to Anglesey ptiotuaverall to be a “natural” hedge against fastéd products
firm metalprice risks. However, since the volume of fabridgbeoducts shipped under firm prices may not maf
on a month-to-month basis with expected Angleségted primary aluminum shipments and to the exteaut firm
price contracts from our Fabricated Products bssinmit exceed the Anglesey related primary alumishipments
the Company may use third party hedging instrumengdiminate any net remaining primary aluminuric@r
exposure existing at any time.

At December 31, 2007, the fabricated products lassiteld contracts for the delivery of fabricatiednénum
products that have the effect of creating prick ois anticipated purchases of primary aluminumriythe
2008 through 2012 totaling approximately (in mifigoof pounds): 2008 — 161.4, 2009 — 88.5, 2010 -5,86
2011 — 77.5 and 2012 — 8.1.

The following table summarizes the Company’s mateferivative positions at December 31, 2007:

Notional
Amount of Carrying/
Contracts Market
Commaodity Period (mmlbs) Value
Aluminum —
Option purchase contrac 1/11through 12/1 48¢ $ 127
Fixed priced purchase contra 1/08through 12/1 169.: $ 9.€
Fixed priced sales contrac 1/08through 12/0 68.6 $ (1.0
Notional
Amount of Carrying/
Contracts Market
Foreign Currency Period (mm) Value
Pounds Sterlin—
Fixed priced purchase contra 11/08 through 12/( £42 $ (2
Euro Dollars—
Fixed priced purchase contra 1/08 through 7/ € 22  $ A
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Notional
Amount of Carrying/
Contracts Market
Energy Period (mmbtu) Value
Natural gas—
Fixed priced purchase contracts 1/08 through 9/0 1,120,000 $ (.6

(@ As of December 31, 2007, the Company’s exposuircreases in natural gas prices had been suiasiy
limited for approximately 87% of natural gas pursésfor January 2008 through March 2008, approxiyat
13% of natural gas purchases for April 2008 throdighe 2008 and approximately 1% of natural gashase
for July 2008 through September 20

As more fully discussed in Note 1, the Companyefl changes in the market value of its derivative
instruments in Net income (rather than deferringhsgains/losses to the date of the underlying &etitns to which
the related hedges occur). Included in Net incoBes{ of products sold) for the year ended DecerBheP007
were realized gains (losses) and unrealized ghiasegs) of $(3.6) and $9.7, respectively. Includeldet income
(Cost of product sold) for the period from Januhr2006 to July 1, 2006 and for the period frony Iyl2006
through December 31, 2006 were realized gainsg&)ss $1.6 and $(4.6), respectively, and unredlgans of $6.
and $9.0, respectively. Included in Net income (@dproducts sold) for the year ended DecembelB805 were
realized gains of $1.0 and unrealized losses df. $4.
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14. Other Operating (Benefits) Charges, Ne

The (income) loss impact associated with other atpey (benefits) charges, net, was as follows:

Predecessol
Year Ended December 31
2006
July 1, January 1,
2006 2006
Year Ended through to Year Ended
December 31  December 31 July 1, December 31
2007 2006 2006 2005
Reimbursement of amounts paid in connection with sk
Compan’s interests in and related to Q-Corporate
AMT (Note 9) $ (72 $ —  $ — 3 —
Professional fee (1.2 — — —
Pension benefit related to terminated pension ptans
Corporate (Notes 10 and 2 — (4.2 — —
Resolution of a “pre-emergence” contingency — Coam
(Note 12) — (3.0 — —
Pension Benefit Guaranty Corporation (“PBGC”)
settlemen— Corporate(1 1.3 — — —
Non-cash benefit resulting from settlement of a $5nclhy
the purchaser of the Gramercy, Louisiana alumina
refinery and Kaiser Jamaica Bauxite Company for
payment of $..— Corporate (4.9 — — —
Resolution of contingencies relating to sale ofpgrby priol
to emergenc— Corporate(2 (1.6 — — —
Post emergence Chapter 11 — related items — Cdmpot
3) 2.€ 4.5 — —
Charges associated with retroactive portion of rdoutions
to defined contribution plans upon termination efided
benefit plans(4) (Note 1(— Fabricated Produc — 4 — 6.3
Corporate — — — 5
Other (.1) A .9 1.2
$ (136 $ 22 $ 9 3 8.C

(1) The PBGC proceeds consist of a payment relatecédtizment agreement entered into with the PBGC in
connection with the Compa’s chapter 11 reorganization (Note 1

(2) During 2007, certain contingencies related to e sef the Predecessor’s interest in a smelteatoma,
Washington were resolved with the buyer. As a teapproximately $1.6 of the sale proceeds whiahlieen
placed into escrow at the time of sale were rettés¢he Company. At the Effective Date, no valad been
ascribed to the funds in escrow as they were dedmled contingent assets at that til

(3) Post-emergence chapter 11-related items includeapity professional fees and expenses incurred afte
emergence which related directly to the Com|'s reorganization and chapter 11 bankruptcy proogsc

(4) Amount in 2006 represents a one time contributeated to the retroactive implementation of therhyou
defined benefit plans. (Note 1
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15. Earnings Per Share

Basic and diluted earnings per share for the yede& December 31, 2007, the period from July 16200
through December 31, 2006, the period from JantiaPP06 to July 1, 2006 and the year ended DeceBhet005

were calculated as follows:

Numerator:

Net Income (Loss) from continuing operatic
Income from discontinued operatia
Cumulative effect of accounting adjustm

Net income (Loss

Denominator

Weighted average common shares outstan

Effect of dilutive securities

Non-vested common shares and restricted st
units

Weighted average common shares outstanding,

assuming full dilutior

Earnings per sha— Basic:

Net Income (Loss) from continuing operatic
Income from discontinued operatic
Cumulative effect of accounting adjustm

Net income (Loss
Earnings per sha— Diluted:
Net Income (Loss) from continuing operatic

Income from discontinued operatic
Cumulative effect of accounting adjustm

Net income (Loss

Predecessol
Year Ended December 31, 200

Year Ended July 1, 2006 January 1, 200¢ Year Ended

December 31 through through December 31
2007 December 31, 200 July 1, 2006 2005

$ 101.C $ 26.z $ 3,136.¢ $ (1,112.)
— — 4.3 363.1%
— — — (4.7)
$ 101.C $ 26.z % 3,141 $ (753.9)
20,01 20,00s 79,67 79,67¢

294 86 — —

20,30¢ 20,08¢ 79,67 79,67¢
$ 5.0t $ 1.31 $ 3937 $ (13.9))
— — .05 4.57
— — — (.06)
$ 5.0 $ 1.31 $ 39.4: $ (9.46
$ 497 $ 1.3C % 3931 $ (13.9)
— — .05 4.57
— — — (.06)
$ 497 $ 1.3C $ 39.4: % (9.4¢€)

Options to purchase 25,137 common shares at aagerexercise price of $80.01 were outstanding at
December 31, 2007. 552,798 and 525,086 non-vestadon shares and restricted stock units were autistg at
December 31, 2007 and 2006, respectively. Dilubedme per share reflects the potential dilutive@fbf options
to purchase common shares and non-vested commmssiral restricted stock units using the treasiogks
method. Options to purchase 25,137 common sharésdgear ended December 31, 2007 were excludedthe
weighted average diluted shares computation bedhagdnclusion would have been anti-dilutive. Atitshally, for
the year ended December 31, 2007 and the periodJudy 1, 2006 to December 31, 2006, 257,996, and
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439,732 non-vested common shares and restrictel stots were excluded from the average share ctatipn,
respectively, because their inclusion would be-difditive.

In June 2007, the Board of Directors initiated plagment of a regular quarterly cash dividend o8$ér
common share. In 2007 the Company paid a totappfaximately $7.4, or $.36 per common share, il cas
dividends under this program. Additionally, on Dextxer 11, 2007, the Company declared a third didd®r$3.7,
or $.18 per common share, to stockholders of reabthe close of business on January 25, 2008 hwiés paid on
February 15, 2008, bringing the total dividendslaiea for 2007 to approximately $11.1 or $0.54 g@nmon
share.

16. 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.

The Company’s continuing operations are organizeirmanaged by product type and include two opegatin
segments of the aluminum industry and the corp@agenent. The aluminum industry segments includbri€ated
Products and Primary Aluminum. The Fabricated Petslsegment sells value-added products such asrbatt
aluminum sheet and plate, extrusions and forgingisiware used in a wide range of industrial apgltces,
including for automotive, aerospace and generaineeging end-use applications. The Primary Alumirsggment
produces commodity grade products as well as vatlded products such as ingot and billet, for whiehCompan
receives a premium over normal commodity marketgzriand conducts hedging activities in respedief t
Company'’s exposure to primary aluminum price rigke accounting policies of the segments are thesenthose
described in Note 1. Segment results are evaluatedhally by management before any allocationarporate
overhead and without any charge for income taxgsrast expense or Other operating charges, net.

Financial information by operating segment, exatgdiliscontinued operations, at and for the yeaeénd
December 31, 2007, 2006 and 2005 is as follows:

Predecessor
Year Ended December 31, 2006
July 1, 2006
Year Ended through January 1, 2006 Year Ended
December 31 December 31 to December 31
2007 2006 July 1, 2006 2005

Net Sales
Fabricated Produc $ 1,298 $ 567.2 | $ 590.¢ % 939.(
Primary Aluminum 206.2 100.: 98.¢ 150.%

$ 1504f % 6675 | $ 689.¢ $ 1,089.
Equity in income of unconsolidated affiliai
Primary Aluminum $ 334 % 18.2 [ $ 11.0 % 4.E
Segment Operating Income (Los
Fabricated Products(. $ 169.C $ 60.6 | $ 612 $ 87.2
Primary Aluminum 46.5 10.¢ 12.4 16.4
Corporate and Oth 47.7) (25.5) (20.9) (35.9)
Other Operating Benefits (Charges), Net —

Note 14 13.€ 2.2 (.9) (8.0)
$ 182 % 48.2 | $ 52.4 $ 59.¢
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(1) Operating results for 2007 includes a LIFO inveptoenefit of $14.0. Operating results for 2006 2085

include LIFO inventory charges of $25.0 and $9%3pectively

Predecessor
Year Ended December 31, 2006
July 1, 2006
Year Ended through January 1, 2006 Year Ended
December 31 December 31 to December 31
2007 2006 July 1, 2006 2005

Depreciation and amortizatic
Fabricated Produc $ 11.¢ 3% 52 | $ 9.7 $ 19.¢
Primary Aluminum — — — —
Corporate and Oth A 3 A .

$ 11.€ $ 5 | $ 9.8 $ 19.€
Capital expenditures, net of accounts paye
Fabricated Produc $ 61.7 $ 29.7 | % 27.2 $ 30.¢€
Corporate and Oth 1 .3 .9 4

$ 61.€ $ 30.C [$ 28.1 $ 31.C

December 31 December 31
2007 2006
Investments in and advances to unconsolidate dedéfi
Primary Aluminum $ 41 % 18.€
Segment asset
Fabricated Produc $ 486.: $ 434 ¢
Primary Aluminum 99.1 87.¢
Corporate and Other( 579.¢ 133.2
$ 1,165.C $ 655.4

(1) Corporate and Other includes all of the Compang&hcand cash equivalents, net assets in respe&iis

and net deferred income tax ass

Predecessol
Year Ended December 31, 200
July 1, 2006
Year Ended through January 1, 2006 Year Ended
December 31 December 31 to December 31
2007 2006 July 1, 2006 2005

Income taxes paid:(:
Fabricated Produc—

United State! $ .8 $ — | $ 2 $ —

Canade 2.6 7 1.C 3.4

$ 3.4 $ 7| $ 1.2 $ 3.4

(1) Income taxes paid excludes income tax paid by diswoed operations of $18.9 in 20(
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Geographical information for net sales, based amtrty of origin, and long-lived assets follows:

Predecessor
Year Ended December 31,
July 1, 2006
Year Ended through January 1, 2006 Year Ended
December 31 December 31 to December 31
2007 2006 July 1, 2006 2005
Net sales to unaffiliated custome
Fabricated Produc—
United State: $ 1,197.( $ 517.C | $ 532.¢ $ 836.1
Canads 101.c 50.z 58.1 102.¢
1,298.: 567.2 590.¢ 939.(
Primary Aluminum—
United State! — — — 2.€
United Kingdom 206.2 100.: 98.¢ 148.]
206.2 100.2 98.¢ 150.7
$ 1,504t $ 6675 | $ 689.¢ $ 1,089.
December 31 December 31
2007 2006
Long-lived assets:(1
Fabricated Produc—
United State: $ 208.: $ 155.¢
Canade 10.c 10.€
218.¢ 166.2
Primary Aluminum—
United Kingdom 41.3 18.€
Corporate and Oth«—
United State! 4.1 4.1

$ 2640 % 188.¢

(1) Long-lived assets include Property, plant, and moeint, net and Investments in and advances to
unconsolidated affiliate:

The aggregate foreign currency transaction gaoss€s) included in determining net income was irenatfor
the years ended December 31, 2007, 2006 and 2865 ® the Company’s largest fabricated produassoener
accounted for sales of approximately 15%, 18% &% af total revenue in 2007, 2006 and 2005. The tdshe
customer would have a material adverse effect erfCtbmpany taken as a whole. However, in the Conipany
opinion, the relationship between the customertaadCompany is good and the risk of loss of théacusr is
remote. Export sales were less than 10% of tot@mee during the years ended December 31, 2005, &0 2005.
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17. Supplemental cash flow information

Predecessol
Year Ended December 31,
July 1, 2006
Year Ended through January 1, 2006 Year Ended
December 31 December 31 to December 31
2007 2006 July 1, 2006 2005
Supplemental disclosure of cash flow
information:
Interest paid, net of capitalized interest of $3.1,
$1.6, $1.0 and $.6, respectivt $ 31  $ 2 |$ — 7
Income taxes pai $ 34 % g | $ 1.2 $ 22.¢
Less income taxes paid by discontinued
operations — — — (18.9)
$ 34 § YR 12  $ 3.4
Supplemental disclosure of r-cash transaction
Removal of transfer restrictions on common st
owned by Union VEBA (Note 1( $ 92.¢ % — | $ — $ —
Dividend declared and unpz $ 37 % — | $ — $ —
Recognition of deferred income tax assets ant
liabilities due to release of valuation allowar
through equity $ 343.C $ — | $ —  $ —

PREDECESSOR

18. Summary of Significant Accounting Policies

The accompanying consolidated financial statemeintise Predecessor were prepared on a “going cohcer
basis in accordance with SOP 90-7, and do notdlectbe impacts of the Plan including adjustmenting to
recorded asset amounts, the resolution of liagditiubject to compromise, or the cancellation efriterests of the
Company’s pre-emergence stockholders.

In most instances, but not all, the accountinggiesi of the Predecessor were the same or simithose of the
Successor. Where accounting policies differed eRtedecessor applied methodologies differentiistfinancial
statement information than that which is used &ppring and presenting Successor financial stateimf@nmation,
discussion has been added to this Report in theopppte section of the Successor notes.

19. Reorganization Proceeding:

Background. The Company and 25 of its subsidiaries filed ssgavoluntary petitions in the Bankruptcy Cc
for reorganization under chapter 11 of the Code;Gbmpany and 16 of its subsidiaries (the “Origibabtors”)
filed in the first quarter of 2002 and nine additib subsidiaries (the “Additional Debtordiled in the first quarter «
2003. The Company and its subsidiaries continuedanage their businesses in the ordinary course as
debtors-in-possession subject to the control andradtration of the Bankruptcy Court. The Origima¢btors and
the Additional Debtors are collectively referrechirein as the “Debtors”. For purposes of this Rgploe term
“Filing Date” means with respect to any Debtor, tlae such Debtor filed its chapter 11 proceeding.
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The Original Debtors found it necessary to file thapter 11 proceedings primarily because of ligwiahd
cash flow problems of the Company and its subsihahat arose in late 2001 and early 2002. Theg2aomwas
facing significant near-term debt maturities ait@etof unusually weak aluminum industry businegsditions,
depressed aluminum prices and a broad economialelewthat was further exacerbated by the events of
September 11, 2001. In addition, the Company hadrhe increasingly burdened by asbestos litigatimhgrowing
legacy obligations for retiree medical and pensiosts. The confluence of these factors creategrtspect of
continuing operating losses and negative cash floggsilting in lower credit ratings and an inaitib access the
capital markets. The chapter 11 proceedings filethb Additional Debtors were commenced, amongratsons,
to protect the assets held by these Debtors agaissible statutory liens that might have arisethtagen enforced
by the PBGC.

Reorganizing Debtors; Entities Containing the Falted Products and Certain Other Operation®n
February 6, 2006, the Bankruptcy Court enteredrdarqthe “Confirmation Order”) confirming the Pla@n
May 11, 2006, the District Court for the Distridt@elaware entered an order affirming the ConfirieaOrder and
adopting the Bankruptcy Court’s findings of factiaonclusions of law regarding confirmation of flan. On
July 6, 2006, the Plan became effective and wastanbially consummated, whereupon the Company esddrgm
chapter 11.

Pursuant to the Plan, on the Effective Date, tieegmergence ownership interests in the Company were
cancelled without consideration and all materiahpetition claims against the Company and its raingidebtor
subsidiaries, including claims in respect of dglefision and postretirement medical obligations,asfkstos and
other tort liabilities (totaling approximately $4bdlion in the June 30, 2006 consolidated finahstatements), were
resolved as follows:

(a) Claims in Respect of Retiree Medical ObligagidAursuant to settlements reached with represesgat
of hourly and salaried retirees:

e an aggregate of 11,439,900 shares of the Companwisnon stock were delivered to the Union VEBA and
entities that prior to the Effective Date acquifemin the Union VEBA rights to receive a portionsafch
shares (see Note 1(

< an aggregate of 1,940,100 shares of common stoak dedivered to the Salaried VEBA and entities that
prior to the Effective Date acquired from the SaldVEBA rights to receive a portion of such shasese
Note 10); anc

 the Company became obligated to make certain ageninannual cash payments of up to $20.0 annually t
the VEBAs that fluctuate based on earnings, adjuitecertain cash flow items (see Note !

(b) Priority Claims and Secured Claims. All preijpen priority claims, pre-petition priority tax @ms and
pre-petition secured claims were paid in full istca

(c) Unsecured Claims. With respect to pre-petitiosecured claims (other than the personal injuayrd
specified below):

« all pre-petition unsecured claims of the PBGC agfdime Companyg Canadian debtor affiliates were satis
by the delivery of 2,160,000 shares of common stoak $2.5 in cash; ar

« all pre-petition general unsecured claims agahesiGompany and its remaining debtor subsidiarigh&ro
than Canadian debtor subsidiaries, including claifrtte PBGC and holders of public debt, were Satisy
the issuance of 4,460,000 shares of common stogkhivd-party disbursing agent, with such shapdset
delivered to the holders of such claims in accocdamith the terms of the Plan (to the extent naistituting
convenience claims satisfied with cash payments3uch 4,460,000 shares of common stock, less than
200,000 shares continue to be held by the -party disbursing agent as a reserve pending résolat
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disputed claims; to the extent a holder of a disgputaim is not entitled to shares reserved ineeispf such
claim, such shares will be distributed to holddrallmwed claims

(d) Personal Injury Claims. Certain trusts (the TiRUists”) were formed to receive distributions frtime
Company, assume responsibility from the Companyé&vsonal injury liabilities (including those reting from
alleged pre-petition exposures to asbestos, slichcoal tar pitch volatiles and noise-induced ingdoss), and
to make payments in respect of such personal irglaiyns. The Company contributed to the Pl Trusts:

« the rights with respect to proceeds associated pathonal injury-related insurance recoveries et
reflected on the Comparg/financial statements at June 30, 2006 as a @ddeihaving a value of $963.3 (
Note 24);

» $13.0in cash, less approximately $.3 advanced twithe Effective Date, which was paid on the Effee
Date;

« the stock of a subsidiary whose primary assetsappsoximately 145 acres of real estate locatecimdiane
and the rights as lessor under a lease agreemesudb real property that produces modest rental
income; anc

« 75% of a pre-petition general unsecured claim againe of the Company’s subsidiaries in the amotint
$1.1 billion entitling certain of the Pl Trustsdsshare of the 4,460,000 shares of common stotiibdited to
unsecured claimholder

The PI Trusts assumed all liability and responiibibr the past, pending and future personal yglaims
resulting from alleged pre-petition exposures toeatos, silica and coal tar pitch volatile, anddieg noise induced
hearing loss personal injury claims. As of the Efffee Date, injunctions were entered prohibiting @erson from
pursuing any claims against the Company or anysddffiliates in respect of such matters.

Cash payments on the Effective Date for priority aacured claims, payments to the PI Trusts, badk a
professional fees totaled approximately $29.0 aateviunded using existing cash resources.

Liquidating Debtors. As previously disclosed in prior periods, the Qamy generated net cash proceeds of
approximately $686.8 from the sale of its interéstand related to QAL and Alumina Partners of Jama
(“Alpart™). The Company’s interests in and relatedQAL and Alpart were owned by four of its debsoibsidiaries
(the “Liquidating Subsidiaries”) that were subsigliguarantors of one of the Company’s subsidiasesior and
senior subordinated notes. Throughout 2005, thegaabs were held in separate escrow accounts pedidinigputior
to the creditors of the Liquidating Subsidiaries.

On December 20, 2005, the Bankruptcy Court entanegrder confirming the two separate joint plans of
liquidation (the “Liquidating Plans”) for the Ligdiating Subsidiaries. On December 22, 2005, theiti#ing Plans
became effective and all restricted cash and @tbsets held on behalf of or by the Liquidating ®liases,
consisting primarily of approximately $686.8 of wash proceeds from the sale of interests in daterkto QAL
and Alpart, were transferred to a trustee for sgbsat distribution to holders of claims against ltigidating
Subsidiaries in accordance with the terms of tliidating Plans. In connection with the LiquidatiPigns, the
Liquidating Subsidiaries were dissolved and thenporate existence was terminated.

When the Liquidating Plans became effective, suttistidy all amounts were to be paid to (or receibgd the
Company from/to the creditors of the LiquidatingoSidiaries pursuant to the Intercompany Agreenahgr than
certain payments of alternative minimum tax paidhey Company. The Company received $7.2 that wamately
determined to be due from two of the LiquidatindSidiaries (Kaiser Alumina Australia Corporatiordafaiser
Finance Corporation under the Liquidating Plan€héter referred to as the “KAAC/KFC Plardyiring the first hal
of 2007 in connection with the completion of it08dax return (see Note 9). The Intercompany Agezgralso
resolved substantially all pre- and post-petitisi@icompany claims among the Debtors.

110




KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

The effectiveness of the Liquidating Plans anddissolution of the Liquidating Subsidiaries did mesolve a
dispute between the holders of senior notes anHdlukers of senior subordinated notes regardinig thspective
entitlement to certain of the proceeds from thessaly the Liquidating Subsidiaries of interestQ#L and Alpart
(the “Senior Note-Sub Note DisputeQn December 22, 2005, the Bankruptcy Court issuggcasion in connectic
with the Senior Note-Sub Note Dispute, findingf@mor of the senior notes) that the senior subarteich notes were
contractually subordinate to the senior notes gare to certain subsidiary guarantors (particultrly Liquidating
Subsidiaries) and that certain parties were notoguin reimbursements. The Bankruptcy Court’mguvas
appealed and in January 2008, the District Cotirnaéd the Bankruptcy Court’s ruling. The Districourt’s ruling
has been appealed. The Company cannot predict Meoytbe ultimate resolution of the Senior Note-Slde
Dispute on appeal, when any such resolution withogcor what impact any such outcome will have strithutions
to affected note holders under the Liquidating BPlatowever, given the Company’s now completed eprarg
from the chapter 11, the Company does not haveaninuing liability in respect of the Senior Ndsetb Note
Dispute.

Classification of Liabilities as “Liabilities Notubject to Compromise” Versus “Liabilities Subjeot t
Compromise.” Liabilities not subject to compromise include thBowing:

(1) liabilities incurred after the date each entikyd for reorganization {(e. , its Filing Date);

(2) pre-Filing Date liabilities that were expectede paid in full, including priority tax and enogke
claims and certain environmental liabilities; and

(3) pre-Filing Date liabilities that were approvied payment by the Bankruptcy Court and that were
expected to be paid (in advance of a plan of ravrg#ion) over the next twelve-month period in tindinary
course of business, including certain employededldgems (salaries, vacation and medical bengéitalms
subject to a currently existing collective bargaghagreements, and certain postretirement medichbther
costs associated with retirees.

Liabilities subject to compromise refer to all atipee-Filing Date liabilities of the Debtors.

Reorganization Items.Reorganization items are expense or income ithatswvere incurred or realized by the
Company because it was in reorganization. Thesgsitaclude, but are not limited to, professionaisfand similar
types of expenses incurred directly related tar¢foeganization proceedings, loss accruals or gaihssses resultir
from activities of the reorganization process, amdrest earned on cash accumulated by the Deloause they
were not paying their pre-Filing Date liabilitigsor the year ended December 31, 2006 and 200gaeiaation
items were as follows:

Predecessor
Year Ended December 31, 2006
July 1, 2006
through January 1, 200€ Year Ended
December 31 to December 31
2006 July 1, 2006 2005
Gain on plan implementation and fresh s $ — $ (31109 % —
Professional fee — 21.2 35.2
Interest incom — (1.9 (2.2
Assigned intercompany claims for benefit of cerizieditors — — 1,131t
Other — 2 (2.5)
$ — $ (3,090.) $ 1,162.

The Company continued to incur legal and certdiotosts related to the emergence from chaptar 2007,
the costs are included in Other operating chargess(fits). Additionally, certain professionals were
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contractually due certain “success” fees due uperCtompany’s emergence from chapter 11 and Bardgr@urt
approval. Approximately $5.0 of such amounts weneb by the Company and were recorded by the Pesdecin
connection with emergence and fresh start accaginfine $5.0 was paid in January 2007.

20. Discontinued Operations

As part of the Company’s plan to divest certait®tommodity assets, the Company sold its interiesand
related to QAL in April 2005 for net cash proceédsling approximately $401.4. The buyer assumed th
Company'’s obligations for approximately $60.0 of IQéebt and the Company’s obligation to pay its jrtipnate
share (20%) of debt, operating expenses and cetlaén costs of QAL. In connection with the sates Company
also paid a termination fee of $11.0. After consitigtransaction costs (including the terminatiea &ind a $7.7
deferred charge associated with a back-up bid fee)ransaction resulted in a gain, net of esth&icome tax of
$7.9, of approximately $366.2. As described in NIfiea substantial majority of the proceeds fromdhle of the
Company’s interests in and related to QAL were lirelescrow for the benefit of the creditors undher liquidating
trust for the KAAC/KFC Plan until the KAAC/KFC Plamas confirmed by the Bankruptcy Court and became
effective in December 2005.

In accordance with Statement of Financial Accounftandards No. 14#ccounting for the Impairment or
Disposal of Lon-Lived Asset§'SFAS No. 144"), the assets, liabilities, opergtiesults and gains from sale of the
QAL have been reported as discontinued operatiotissi accompanying financial statements.

As previously disclosed during the fourth quarte2@05, the official committee of unsecured credit(ihe
“UCC") negotiated a settlement with a third pattathad asserted an approximate $67.0 claim foadamagainst
Kaiser Bauxite Company (“KBC") for rejection of alxite supply agreement. Pursuant to the settleraaering
other things, the Company agreed to (a) allow hirel fparty an unsecured pre-petition claim in theant of $42.1,
(b) substantively consolidate KBC with certain lo¢ ibther Debtors solely for the purpose of treatiivag claim, and
any other pre-petition claim of KBC, under the Péand (c) modify the Plan to implement the settletmin
consideration of the settlement, the third pantgoag other things, agreed to not object to the.Plae settlement
was approved by the Bankruptcy Court in Januar20@ the Company recorded a charge of $42.1 ifotiv¢h
quarter of 2005 in Discontinued operations ancecdfld an increase in Discontinued operations itasilsubject to
compromise by the same amount.

During the second quarter of 2006, the Companyrdetba $5.0 charge as a result of an agreemenebatthe
Company and the Bonneville Power Administration®/B) related to a rejected electric power cont(aee
Note 24). This amount is included in Discontinug@emtions for the period from January 1, 2006 tg 1u2006.

During the first quarter of 2006, the Company reedia $7.5 payment from an insurer in settlemegedfin
residual claims the Company had in respect of ® 20€ident at its Gramercy, Louisiana alumina refin(which
was sold in 2004). This amount is included in Diggoued operations for the period from January0D&2to July 1,
2006.

Operating activity during the year ended Decemtle2B05 consisted almost exclusively of the Comfmany
interests in and related to QAL, which were sold\pril 2005, and related hedging activity.

21. Debt and Credit Facilities

On February 1, 2006, and again on May 11, 2006Btr&kruptcy Court approved amendments to the
Company'’s Secured Super-Priority Debtor-In-PossesRievolving Credit and Guaranty Agreement (theP'DI
Facility”) extending its expiration date ultimatdly the earlier of the Company’s emergence fronptaral 1 or
August 31, 2006. The DIP Facility terminated on Hifective Date.

Under the DIP Facility, which provided for a sealreevolving line of credit, the Company and ceriai its
subsidiaries were able to borrow amounts by mearevolving credit advances and to have issuedretf credit
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(up to $60.0) in an aggregate amount equal togbsekr of $200.0 or a borrowing base comprisedgib account
receivable, eligible inventory and certain eligibt@chinery, equipment and real estate, reduceetigio reserves,
as defined in the DIP Facility agreement. At JuBe2®06, there were no outstanding borrowings uttdebDIP
Facility and there were outstanding letters of itreHapproximately $17.7 (which on the Effectivate were
converted to outstanding letters of credit underRievolving Credit Facility).

The DIP Facility, which was implemented during fiist quarter of 2005, replaced a p@&tition credit facility
(the “Replaced Facility”) that the Company and ohés subsidiaries entered into on February 19220 he
Replaced Facility was amended a number of timesglits term as a result of, among other thingstganization
transactions, including disposition of the Comparigterests in its commaodity subsidiaries.

During the first quarter of 2005, the Company dépdscash of $13.3 as collateral for the Replacallity’s
letters of credit and deposited approximately $if.@ollateral with the Replaced Facilisylenders until certain oth
banking arrangements were terminated. As of Jun2@1B, all of the collateral for the Replaced kats letters of
credit and the collateral for certain other bankamgingements (of which $1.5 was received durir@60ad been
refunded to the Company.

22. Income Tax Matters

For the six months ended June 30, 2006, the indarprovision for continuing operations includefbeeign
income tax provision of approximately $7.0. Theome tax provision for continuing operations relgpednarily to
foreign income taxes. The six months ended Jun2@®5 include an approximate $1.0 benefit assatiatth a
U.S. income tax refund. While the Company considi¢he July 2006 emergence from chapter 11 for mpepof
estimating impacts on the effective tax rate, thenBany’s provisions for income taxes as of June2806 did not
include any direct impacts from the Company’s erapog from chapter 11. Such impacts are reflectpaiiimds
following emergence as more fully discussed in Nbte

23. Employee Benefit and Incentive Plans

The Company and its subsidiaries historically pidedi (a) postretirement health care and life instedenefits
to eligible retired employees and their dependants(b) pension benefit payments to retirementgl&abstantiall
all employees became eligible for health care dadrisurance benefits if they reached retiremeet &hile still
working for the Company or its subsidiaries. Therpany did not fund the liability for these benefitgich were
expected to be paid out of cash generated by dapesafThe Company reserved the right, subject hicable
collective bargaining agreements, to amend or teateithese benefits. Retirement plans were generaii-
contributory for salaried and hourly employees gaderally provided for benefits based on formulagtv
considered such items as length of service andregrduring years of service.

In January 2004, the Company filed motions withBla@kruptcy Court to terminate or substantially mfyod
postretirement medical obligations for both sathded certain hourly employees and for the diste$ésrmination
of substantially all domestic hourly pension plafise Company subsequently concluded agreementsawith
committee appointed in the Company’s reorganizgpi@ceedings that represented salaried employekaraaon
representatives that represented the vast majufritye Company’s hourly employees. The agreementsged for
the termination of existing salaried and hourlytpetiement medical benefit plans, and the ternmadf existing
hourly pension plans. Under the agreements, sdland hourly retirees were provided an opportufaitycontinued
medical coverage through COBRA or the VEBAs andvactalaried and hourly employees were provided ait
opportunity to participate in one or more replacetrgension plans and/or defined contribution plame
agreements were approved by the Bankruptcy Coutrtwbre subject to certain conditions, includingiBaiptcy
Court approval of the Intercompany Agreement inranfacceptable to the Debtors and UCC.

On June 1, 2004, the Bankruptcy Court entered derpsubject to certain conditions including final
Bankruptcy Court approval of the Intercompany Agneat, authorizing the Company to terminate its
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postretirement medical plans as of May 31, 2004tandake advance payments to the VEBAS. As preljous
disclosed, pending the resolution of all contingesiin respect of the termination of the existingtpetirement
medical benefit plan, during the period June 14200ough December 31, 2004, the Company contitwedcrue
costs based on the existing plan and treated thi@AEontributions as a reduction of its liability der the plan.
However, because the Intercompany Agreement wasegg in February 2005 and all other contingenlaes
already been met, the Company determined thatdktrey postretirement medical plan should be tdats
terminated as of December 31, 2004.

The PBGC assumed responsibility for the Comparhyee largest pension plans, which representedabie v
majority of the Company’s net pension obligatioaliding the Company’s Salaried Employees RetirerRéam (in
December 2003), the Inactive Pension Plan (in 2084) and the Kaiser Aluminum Pension Plan (in Smapter
2004), collectively referred to as the TerminatézhB (see Note 12). The PBGC’s assumption of tifated
Plans resulted in the Company recognizing non-pasision charges of approximately $121.2 in 2003%21®.0 in
2004. Pursuant to the agreement with the PBGQOCtmpany and the PBGC agreed, among other thingss, th
(a) the Company would continue to sponsor the Calyipaemaining pension plans (which primarily aneéspect
of hourly employees at four Fabricated Productsifies) and paid approximately $5.0 minimum funglin
contribution for these plans in March 2005; (b) BH#GC would have an allowed post-petition admiatste claim
of $14.0, which was expected to be paid upon tmswmmation of a plan of reorganization for the Campor the
consummation of the KAAC/KFC Plan, whichever caingt;fand (c) the PBGC would have allowed pre-pstit
unsecured claims in respect of the Terminated Riatie amount of $616.0, which would be resolvethie
Company’s plan or plans of reorganization provitteat the PBGC's cash recovery from proceeds oCihvmpanys
sale of its interests in and related to Alpart @#L was limited to 32% of the net proceeds disttdtinle to holders
of the Company’s senior notes, senior subordinatdéds and the PBGC. However, certain contingerasiese in
respect of the settlement with the PBGC which wétienately resolved in the Company’s favor. SeeéNb2 —
Resolution of Contingencies with respect to the EE

Cash Flow and Charges.

Domestic Plans—Buring the first three years of the chapter 11 pealings, the Company did not make any
further significant contributions to any of its destic pension plans. However, as discussed abox@nimection
with the PBGC settlement agreement, which was afgordy the Bankruptcy Court in January 2005, then@any
paid approximately $5.0 in March 2005 and approxaty$1.0 in July 2005 in respect of minimum furglin
contributions for retained pension plans and pail.& in respect of post-petition administrativerosof the PBGC
when the KAAC/KFC Plan became effective in Decent@d5. An additional $3.0 was pending the resotutib
the ongoing litigation with the PBGC (see Note 1)y other payments to the PBGC were limited toveties
under the Liquidating Plans and the Plan.

Prior to the Effective Date, the Company agreedhadke the following contributions to the VEBAS:

a) an amount not to exceed $36.0 payable on emzgdesm the chapter 11 proceedings so long as the
Company’s liquidity (i.e., cash plus borrowing daahility) was at least $50.0 after considering such
payments; and

b) advances of $3.1 in June 2004 and $1.9 per mbatkafter until the Company emerged from the
chapter 11 proceedings. Any advances made purkuanth agreement constitute a credit toward tite0$3
maximum contribution due upon emergence.

In October 2004, the Company entered into an amentlto the USW agreement (see Note 24) to pay an
additional $1.0 to the VEBAs in excess of the orédly agreed $36.0 contribution described aboveciwhmount
was paid in March 2005. Under the terms of the aledragreement, the Company was required to continomake
the monthly VEBA contributions as long as it ren&lnn chapter 11, even if the sum of such monthalynpents
exceeded the $37.0 maximum amount discussed abbgenonthly amounts paid during the chapter 11
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process in excess of the $37.0 limit will offsetuie variable contribution requirements after erearg. The
amended agreement was approved by the Bankruptast fbd=ebruary 2005. VEBA-related payments prtite
Effective Date totaled approximately $49.7. As suig $12.7 was available to the Company to offiseire VEBA
contributions of the Successor at the Effectiveel{ate Note 10).

Total charges associated with the VEBAs in 2006rgn the Effective Date and the year ended Dece®be
2005 were $11.4 and $23.8, respectively. These ataovere reflected as a reduction of Liabilitiebjeat to
compromise.

Key Employee Retention Plandnader the Key Employee Retention Plan (“KERP”), mmed by the
Bankruptcy Court in September 2002, financial inive&s were provided to retain certain key employaaing the
chapter 11 proceedings. The KERP included six kements: a retention plan, a severance plan, agehancontrol
plan, a completion incentive plan, the continuafiemcertain participants of an existing suppleraéaekecutive
retirement plan (“SERP”) and a long-term incenii@n. Under the KERP:

« Pursuant to the retention plan, retention paymeete paid between September 2002 and March 31, 2004
except that 50% of the amounts payable to certaiios officers were withheld until the Company’s
emergence from chapter 11 proceedings or as otbemgreed pursuant to the KEF

« The severance and change in control plans gengnailyided for severance payments of between nine
months and three years of salary and certain kend&pending on the facts and circumstances anigviel
of employee involvec

« The completion incentive plan lapsed without anyants being due

» The SERP generally provided additional non-qualifiension benefits for certain active employedbat
time that the KERP was approved, who would sufflasa of benefits based on Internal Revenue Code
limitations, so long as such employees were nosegieently terminated for cause or voluntarily terated
their employment prior to reaching their retiremagé. The Successor’s board of directors termintaied
SERP and funded payments totaling $2.3. Such amdwaat been fully accrued by the Predecessor arel wer
included in the Succes¢s opening balance she

« The long-term incentive plan generally providedifarentive awards to key employees based on ansannu
cost reduction target. Payment of such long-terentive awards generally will be made: (a) 50% upon
emergence and (b) 50% one year from the date tbeooBeemerged from the chapter 11 proceedings.
Approximately $3.4 which was previously accruedlsy Predecessor at December 31, 2006 in respéut of
KERP lon¢-term incentive plan was paid in 2007 by the Suane

Foreign Plans—Contributions to foreign pension plans (excludingge that are considered part of disconti
operations) were nominal.

24. Commitments and Contingencie:

Impact of Reorganization Proceedingfuring the chapter 11 proceedings, substantélipending litigation,
except certain environmental claims and litigatiagainst the Debtors was stayed. Generally, claigasnst a
Debtor arising from actions or omissions priorttoRiling Date were resolved pursuant to the Plan.

Environmental ContingenciesThe Company and one of its subsidiaries wereestilthp a number of
environmental laws and regulations, to fines orgittas assessed for alleged breaches of the emvéotal laws,
and to claims and litigation based upon such lavgsragulations. The Company was also subject tonzber of
claims under the Comprehensive Environmental Resyddompensation and Liability Act of 1980, as adeehby
the Superfund Amendments Reauthorization Act 06108ERCLA"), and, along with certain other entgtjevas
named as a potentially responsible party for reaiedists at certain third-party sites listed onXfagional Priorities
List under CERCLA.
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Based on the Company’s evaluation of these and ethgronmental matters, the Company established an
environmental accrual, primarily related to potahsiolid waste disposal and soil and ground waterediation
matters. The following table presents the changasich accruals, which are primarily included imggerm
liabilities, for the period from January 1, 2006Jtdy 1, 2006 and the year ended December 31, 2005:

January 1, 200€ Year Ended

to December 31

July 1, 2006 2005
Balance at beginning of peri $ 6.8 3 58.2
Additional accrual 3 5
Less expenditure (7.0 (12.9)
Less amounts resolved in connection with the | (29.9) —
Balance at end of peric $ 104  $ 46.5

As of June 30, 2006 and December 31, 2005 $29.4304, respectively, of the environmental accvad
included in Liabilities subject to compromise (démte 19). These amounts related to non-owned lata@énd were
resolved as part of the Plan.

Asbestos and Certain Other Personal Injury Clainfhe Company was one of many defendants in a nuaf
lawsuits, some of which involved claims of multiplersons, in which the plaintiffs allege that ciertaf their
injuries were caused by, among other things, exjeasuasbestos or exposure to products contairibgsios
produced or sold by the Company or as a resulimpl@yment or association with the Company. The latss
generally related to products the Company had oldtfer more than 20 years. As of the initial FjiDate,
approximately 112,000 asbestos-related claims weneling. The Company also previously discloseddgetin
other personal injury claims had been filed in ex$f alleged pre-Filing Date exposure to silind aoal tar pitch
volatiles (approximately 3,900 claims and 300 ciinespectively).

Due to the reorganization proceedings, holdersbéstos, silica and coal tar pitch volatile claimese stayed
from continuing to prosecute pending litigation dr@n commencing new lawsuits against the Debthssa result,
the Company did not make any asbestos paymentgher payments) during the pendency of the reorgdion
proceedings. However, the Company continued touguirssurance collections in respect of asbestader|
amounts paid prior to its Filing Date and, as déescr below, to negotiate insurance settlementganskecute
certain actions to clarify policy interpretatiomsrespect of such coverage.

While a formal estimation process was never coragdleghe Company believed it had obtained sufficient
information to project a range of likely asbestod ather tort-related costs. The Company estimétagits total
liability for asbestos, silica and coal tar pitablatile personal injury claims was expected to esvieen
approximately $1,100.0 and $2,400.0. However, asipusly disclosed, the Company did not think thtaer
constituents would necessarily agree with this carsgie. In particular, the Company was aware thdam informal
assertions made by representatives for the asbegitoa and coal tar pitch volatiles claimantsgesfed that the
actual liability might exceed, perhaps significgnthe top end of the Company’s expected rangeléNthe
Company could not reasonably predict what the altéramount of such claims might be determined tahee
Company believed that the minimum end of the ramgg both probable and reasonably estimatable. Aougly,
the Company reflected an accrued liability of $5,01for the minimum end of the expected range oABuch
amounts (which were included in Liabilities subjectompromise) were resolved as a part of the Glea
Note 19).

As previously disclosed, the Company believed i imsurance coverage available that would recover a
substantial portion of its asbestos-related céttsvever, the timing and amount of future insurarezmveries were
dependent on the resolution of disputes regardivgrage under certain of the applicable insuramdieips through
the process of negotiations or further litigatidhe Company previously stated that it believed shidstantial
recoveries from the insurance carriers were pr@babt had estimated the amount of remaining solvent
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insurance coverage (before considering the continggttlement agreements discussed below) to theeirange of
$1,400.0 — $1,500.0. Further, the Company previodsiclosed that, assuming that actual asbesta@s and coal
tar pitch volatile costs were to be the $1,115.@am accrued (as discussed above) the Companyéeitaat it
would be able to recover from insurers amountditatapproximately $965.0, which amount was refielcas
“Personal injury-related insurance recoveries redae” (reduced to $963.3 at June 30, 2006 duetiaic
subsequent recoveries).

Throughout the reorganization process, the Compantinued its efforts with insurers to make cldws t
amount of insurance coverage expected to be alailalbespect of asbestos, silica and coal tahgtersonal injury
claims. Part of such efforts focused on certaigdiion in San Francisco Superior Court. The Comfsaefforts in
this regard were also intended to provide certaastyo the amounts available to the Pl Trusts amdgolve certain
appeals by insurers to the confirmation order speet of the Plan.

During the latter half of 2005 and the first hallf2006, the Company entered into conditional seitet
agreements with insurers (all of which were appdadwe the Bankruptcy Court) under which the insusggeeed (in
aggregate) to pay approximately $1,246.0 in respestibstantially all coverage under certain pebdiaving a
combined face value of approximately $1,460.0. Mafthe agreements provided for multi-year payauns for
some of the settlement amounts to be accessehsclabuld have to be made against the PI Trustsathald
aggregate well in excess of the approximate $1Q1li&bility amount reflected by the Company at J80e2006.
There are no remaining policies that are expedsfkeld any material amounts for the benefit of @e@mpany or th
Pl Trusts.

The Company did not provide any accounting recégmitor the conditional settlement agreements @ th
June 30, 2006 financial statements given: (1) tmitional nature of the settlements; (2) the that, if the Plan di
not become effective as of June 30, 2006, the Cagpénterests with respect to the insurance pediciovered by
the agreements were not impaired in any way; ahthé8Company believed that collection of the agpnate
$963.3 amount of Personal injury-related insuraecevery receivable was probable even if the caoit
agreements were ultimately approved.

Hearing Loss Claims.During February 2004, the Company reached segettht in 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, the claimantew#owed claims totaling up to $15.8 (included.iabilities
subject to compromise, Other accrued liabilitiesee Note 19). At emergence, these claims wereféraed to the
PI Trusts along with certain rights against certagurance policies of the Company. While the Comydaelieved
that the insurance policies were of value, no artowere reflected in the Compansyfinancial statements in resp
of such policies as the Company could not withl¢vel of certainty necessary determine the amotiraemveries
that were probable.

During the chapter 11 proceedings, the Companywed@approximately 3,200 additional proofs of claim
alleging pre-petition injury due to noise inducexhhing loss. It was never determined how manynyf af such
claims had merit or at what level such claims mglrlify within the parameters established by theva-
referenced settlement in principle for the 400rmkiHowever, under the Plan all such claims wenesferred, alor
with certain rights against certain insurance pedicto the PI Trusts and resolved in that manatier than being
settled prior to the Company’s emergence from tiepter 11 proceedings.

Labor Matters. In January 2004, as part of its settlement WwithWSW with respect to pension and retiree
medical benefits, the Company and the USW agreedttte a case pending before the National LabtatiRas
Board in respect of certain unfair labor practitél(P”) claims made by the USW in connection witi @8 USW
strike and subsequent lock-out by the Company. Utideterms of the agreement, solely for the puepad
determining distributions in connection with themganization, an unsecured pre-petition claim éamount of
$175.0 was allowed. Also, the Company agreed tptaposition of neutrality regarding the unioniaatof any
employees of the Company. The settlement was apgdrby the Bankruptcy Court in February 2005. Then@any

117




KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

recorded a $175.0 non-cash charge in the fourthtejuaf 2004 associated with the ULP settlemene @bligations
in respect of the ULP claim were resolved on thedive Date.

Pacific Northwest Power MattersAs a part of the reorganization process, the Gompejected a contract
with the BPA that provided power to fully operate fTrentwood facility, as well as approximately 46¢the
combined capacity of the Company’s former Mead Bacbma aluminum smelting operations, which had been
curtailed since the last half of 2000. The BPAdike proof of claim for approximately $75.0 in coatien with the
contract rejection. In June 2006, the Bankruptcur€approved an agreement between the Companyhari8iRA
which resolved the claim by granting the BPA aneaused pre-petition claim totaling approximatelyl$gi.e. ,
$5.0 in addition to $1.1 of previously accrued pedition accounts payable). The Company recordeahacash
charge for the incremental $5.0 amount in the sgécprarter of 2005 (in Discontinued operations —Nete 20).
This claim was resolved as a part of the Plan asdno impact on the Successor.
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2007

Net sales

Costs of products so
Operating incom

Net income

Earnings per sha— Basic:(2)
Net income

Earnings per sha— Diluted:
Net income

Common stock market price:(
High

Low

2006

Net sales

Costs of products so

Operating incom:

Income from continuing operatio
Income (loss) from discontinued operatit
Net income (loss

Earnings per sha— Basic:(2)

Income from continuing operatio
Income (loss) from discontinued operatit
Net income (loss

Earnings per share — Diluted (same as basic for

Predecessor
Income from continuing operatio
Income from discontinued operatic
Net income
Common stock market price:(
High
Low

Quarter Ended Quarter Ended Quarter Ended Quarter Ended

March 31 June 30 September 3C December 31

$ 3922 % 385.1 % 366.7 $ 360.5

337.1 314.( 303.: 296.7

32.: 62.7 44.C 43.C

17.1 34.7 24.¢ 24.4

.8€ 1.75 1.24 1.22

.88 1.71 1.22 1.2C

78.0(C 88.6¢ 78.2¢ 80.5¢

57.6( 72.3: 57.8¢ 66.27
Predecessol

Quarter Ended Quarter Ended July 1 through Quarter Ended

March 31 June 30 July 1 September 3C December 31

336.5 % 353t % — 3 331.¢ % 336.1

272.2 324.2 — 291.¢ 288.¢

44.C 8.4 — 21.7 26.€

31.1 .5 3,105.(1) 14.c 11.¢€

7.2 3.0 — — —

38.4 (2.5) 3,105.: 14.c 11.¢€

.3¢ .01 38.9¢ 72 .5¢

.0¢ (.09) — — —

A€ (.03) 38.9¢ 72 .5¢

72 .5¢

72 .5¢

.07 .2€ — 44.5( 62.0(

.03 .04 — 37.5(C 43.5(

(1) Includes a non-cash gain of $3,110.3 related tantipdementation of the Plan and application ofliretart
accounting (see Note 19 of Notes to Consolidatedrigial Statements

(2) Earnings (loss) per share for the first two quart#r2006 may not be meaningful because the emqiiyests
of the Compan’s existing stockholders were cancelled without m®ration pursuant to the Ple
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UNAUDITED CONSOLIDATED BALANCE SHEETS(1)

ASSETS
Current asset:
Cash and cash equivalel
Receivable:
Inventories
Prepaid expenses and other current a:
Discontinued operatio’ current assel

Total current asse
Investments in and advances to unconsolidate dodf
Property, plant, and equipmeé— net
Restricted proceeds from sale of commodity intsi
Personal injur-related insurance recoveries receive
Intangible assets including goodw
Net assets in respect of VEB.,
Deferred tax asse— net
Other asset
Discontinued operatio’ long-term asset

Total

LIABILITIES AND STOCKHOLDERS ' EQUITY

Liabilities not subject to compromi—
Current liabilities:
Accounts payable and accru

Accrued postretirement medical benefit obligatiorcasrent

portion
Payable to affiliate
Long-term debt+— current portior
Discontinued operatio’ current liabilities
Total current liabilities
Long-term liabilities
Long-term debi

Discontinued operations’ liabilities, including idities subject to

compromise and minority interes

Liabilities subject to compromis
Minority interests

Stockholder’ equity:

Common stocl

Additional capital

Retained earnings (defic

Common stock owned by Union VEBA subject to transéstrictions

at reorganization valu
Accumulated other comprehensive income (I

Total stockholder equity
Total

Predecessol
December 31

2007 2006 2005 2004 2003
$ 687 $ 50C |$ 49t $ 554 $ 35¢&
112.: 106.C 101.5 111.C 80.t
207.€ 188.1 115.c 105.¢ 92.t
66.C 40.€ 21.C 19.€ 23.¢
— — — 30.€ 193.7
454.¢ 384.¢ 287.: 321.¢ 426.(
41.: 18.€ 12.€ 16.7 13.1
222.7 170.: 223.¢ 214.¢ 230.1
— — — 280.¢ —
— — 965.t 967.( 465.4
— — 11.4 11.4 11.4
134.¢ 40.7 — — —
268.¢€ — — — —
43.1 40.€ 38.7 31.1 43.7
— — — 38.C 433.¢
$1,165.. $655.2 |$1,538.¢ $1,882.: $1,623.!
$ 146.¢ $160.2 |$ 149¢€¢ $ 1752 $ 984
— — — — 32.t
18.€ 16.z 14.¢ 14.7 11.4
— — 1.1 1.2 .3
— — 2.1 57.1 177.5
165.4 176.2 167.¢ 248.¢ 321.1
57.C 58.: 42.C 32.¢ 59.4
— 50.C 1.2 2.8 2.2
— — 68.5 26.4 208.7
222.¢ 284.7 279.: 311.( 591.¢
— — 4,400.. 3,954.¢ 2,770.;
— — 4 i i
2 2 .8 .8 .8
948.¢ 487.k 538.( 538.( 539.]
116.1 26.2 (3,671.9) (2,917 (2,170.9)
(116.9 (151.7) — — —
(6.0) 7.9 (8.6) (5.5) (107.9)
942.¢ 370.7 (3,141.) (2,384.) (1,738.)
$1,165.: $655.2 |$1,538.¢ $1,882.« $1,623.t

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

statements
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S

FIVE-YEAR FINANCIAL DATA

UNAUDITED STATEMENTS OF CONSOLIDATED INCOME (LOSS)( 1)

Year Ended December 31, 200

Predecessol

July 1, 2006
Year Ended through
Year Ended
December 31 December 31 |January 1, 200t December 31,
2007 2006 toJuly 1,2006 2005 2004 2003
Net sales $ 1,504t $ 667.5 |$ 689.6 $1,089.0 $ 942« $ 710.2
Costs and expense
Cost of products sold excluding deprecial 1,251.: 580.< 596.4 951.1 852.2 68l.
Depreciation and amortizatic 11.¢€ 5.5 9.8 19.¢ 22.2 25.7
Selling, administrative, research and developnmemd,genere 73.1 35.5 30.2 50.¢ 92.2 92.t
Other operating (benefits) charges, (13.6) (2.2) 9 8.0 793.c 141¢
Total costs and expens 1,322.f 619.2 637.¢ 1,029.¢ 1,760.C 941.C
Operating income (los! 182.( 48.2 524 59.6 (817.€) (230.9
Other income (expense
Interest expense (excluding unrecorded contraatterlest expense
$47.4 for the period from January 1, 2006 to Jyl2006,$95.0 in 200!
2004 and 2003, respectivel 4.3 (1.2) (.8) (5.2 (9.5) 9.
Reorganization item — — 3,090.0 (1,162.) (39.0 (27.0
Other income (expens— net 4.7 2.7 1.2 (2.4 4.2 (5.2
Income (loss) before income taxes and discontimyedtation 182.¢ 49.¢ 3,143.0 (1,109.9 (861.9 (272.)
Provision for income taxe (81.4) (23.7) (6.2) (2.8) (6.2) (1.5)
Income (loss) from continuing operatic 101.C 26.2 3,136.¢ (1,112.7) (868.) (273.6)
Discontinued operation
Loss from discontinued operation, net of incomeaand minority interes — — 4.3 (2.5 (5.9 (514.%)
Gain from sale of commodity intere: — — — 366.2 126.€ —
Income (loss) from discontinued operatic — — 4.3 363.7 121.2  (514.7)
Cumulative effect on years prior to 2005 of adogecounting fo

conditional asset retirement obligatic — — (4.7) — —
Net income (loss $ 101.C $ 262 |$ 3,141.. $ (753.7) $ (746.f) $(788.9)
Earnings (loss) per sha— Basic:(2)
Income (loss) from continuing operatic $ 5.0t $ 131 ($ 39.37 $ (13.97 % (10.89$ (3.4)
Income (loss) from discontinued operatic $ — $ — |$ .05 457 $ 152 $ (6.42)
Loss from cumulative effect on years prior to 2@®adopting accountin

for conditional asset retirement obligatic $ — 3 — |$ — (008 —8% —
Net income (loss $ 5.0t $ 1.31 ($ 39.4: (9.4 % (9.3 $ (9.89
Earnings per sha— Diluted (same as basic for predecess
Income from continuing operatiol $ 497 $ 1.3C
Income from discontinuing operatio $ —$ —
Loss from cumulative effect on years prior to 2@®adopting accountin

for conditional asset retirement obligatic $ — $ —
Net income $ 4.97 $ 1.3C
Dividends per common sha $ 548 — |3 — —$ -3 —
Weighted average shares outstanding (000):(2) E 20,01« 20,00: 79,67 79,67¢ 79,81t 80,17t

Diluted 20,30¢ 20,08¢ 79,67 79,67% 79,81f 80,17

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

statements

(2) Earnings (loss) per share and share informatiothfoPredecessor may not be meaningful becaussgmirt
the Plan, the equity interests of the Comy's existing stockholders were cancelled without m@ration.
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Item 9. Changes in and Disagreements with Accountants orcégnting and Financial Disclosure

None.

Item 9A. Controls and Procedure

Evaluation of Disclosure Controls and Procedured/e maintain disclosure controls and proceduratdte
designed to ensure that information required tdibelosed in our reports under the Securities Exghact of 193
is processed, recorded, summarized and reportbéhwiite time periods specified in the Securitied BRchange
Commission’s rules and forms and that such infolwnat accumulated and communicated to management,
including the principal executive officer and piijpel financial officer, to allow for timely decisis regarding
required disclosure. In designing and evaluatirgdisclosure controls and procedures, managemesgmees that
any controls and procedures, no matter how welbdesl and operated, can provide only reasonabigasse of
achieving the desired control objectives, and mansmnt is required to apply its judgment in evahgithe cost-
benefit relationship of possible controls and pohces. An evaluation of the effectiveness of thagieand
operation of our disclosure controls and procedu@s performed as of the end of the period covbyeithis Report
under the supervision of and with the participatibour management, including the principal exeautfficer and
principal financial officer. Based on that evaloati our principal executive officer and principaancial officer
concluded that our disclosure controls and proesiuere effective as of December 31, 2007.

Management’s Annual Report on Internal Control OWarancial Reporting. Our management’s report on
internal control over financial reporting is inckdlin Item 8. “Financial Statements and Supplenmgri2ata” and is
incorporated herein by reference.

Changes in Internal Controls Over Financial Repogti We had no changes in our internal controls over
financial reporting during our most recently cometefiscal quarter that have materially affectadare reasonably
likely to materially affect, our internal contradser financial reporting.

Iltem 9B. Other Information

None.

PART IlI

Item 10. Directors, Executive Officers and Corporate Govence

The information called for by this item is set fortnder the captions “Executive Officers,”
“Proposals Requiring Your Vote — Proposal for Biectof Directors,” “Section 16(a) Beneficial Ownhig
Reporting Compliance” and “Corporate Governancedun proxy statement for the 2008 annual meeting of
stockholders.

Item 11. Executive Compensatio

The information called for by this item is set fortnder the captions “Executive Compensation,” &oior
Compensation” and “Corporate Governance — Board i@ittees — Compensation Committee — Compensation
Committee Interlocks and Insider Participationdimr proxy statement for the 2008 annual meetingtatkholders.

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

The information required by this item is incorp@eby reference to the information included under t
captions “Equity Compensation Plan Information” dRdncipal Stockholders and Management Ownershipsur
proxy statement for the 2008 annual meeting ofkstoltlers.
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Item 13. Certain Relationships and Related Transactions, adiatector Independenc:

The information required by this item is incorp@by reference to the information included under t
captions “Certain Relationships and Related Traiwas’ and “Corporate Governance — Director Indafmrcte”in
our proxy statement for the 2008 annual meetingt@tkholders.

Item 14. Principal Accountant Fees and Servict

The information required by this item is incorp@aby reference to the information included underdaption
“Independent Public Accountants” in our proxy stadat for the 2008 annual meeting of stockholders.

PART IV

Item 15. Exhibits and Financial Statement Scheduls

Page
1. Financial Statemen

Managemer's Report on the Financial Statements and Interoatr@l Over Financial Reportir 62
Report of Independent Registered Public Accounfiimmn on the Consolidated Financial Statem:q 64
Report of Independent Registered Public Accounfingn on Internal Control Over Financial
Reporting 65
Consolidated Balance She: 66
Statements of Consolidated Income (Lc 67
Statements of Consolidated Stockhol’ Equity and Comprehensive Income (Lo 68
Statements of Consolidated Cash Flc 70
Notes to Consolidated Financial Stateme 71
Quarterly Financial Data (Unaudite 11¢
Five-Year Financial Dat 12C

2. Financial Statement Schedu

All schedules are omitted because they are eittagplicable or the required information is includiedhe
Consolidated Financial Statements or the Notegtbéncluded in Item 8.Financial Statements and Supplemen
Data” and are incorporated herein by reference.

3. Exhibits

Reference is made to the Index of Exhibits immedljgbreceding the exhibits hereto (beginning oneph2p),
which index is incorporated herein by reference.
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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.

Date: February 25, 2008

KAISER ALUMINUM CORPORATION

By: /sl Jack A. Hockem

Jack A. Hockema
President and Chief Executive Officer

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. Hockem

Jack A. Hockema

sl Joseph P. Bellin

Joseph P. Bellino

/sl Lynton J. Rowse

Lynton J. Rowsell

Carolyn Bartholomev

Carl B. Franke

/sl Teresa A. Hop

Teresa A. Hopj

William F. Murphy

/sl Alfred E. Osborne, Jr., Ph.

Alfred E. Osborne, Jr., Ph.l

/sl Georganne Proct

Georganne Proctc

Jack Quinr

/s/ Thomas M. Van Leeuwe

Thomas M. Van Leeuwe

/s! Brett E. Wilcox

Brett E. Wilcox

President, Chief Executive Officer, Date

Chairman of the Board and Direc

(Principal Executive Officer

Executive Vice President and Ch
Financial Officer
(Principal Financial Officer

Vice President and Chief
Accounting Officer
(Principal Accounting Officer

Director

Director

Director

Director

Director

Director

Director

Director

Director
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Exhibit
Number

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

29

2.10

211

2.12

213

2.14

INDEX OF EXHIBITS

Description

Third Amended Joint Plan of Liquidation for Alpddmaica Inc. (“AJI") and Kaiser Jamaica Corporation
(“KJC™), dated February 25, 2005 (incorporated éference to Exhibit 99.1 to the Annual Report on
Form 10-K for the period ended December 31, 20 by the Company on March 31, 2005, File No. 1-
9447).

Modification to the Third Amended Joint Plan of uidation for AJl and KJC, dated April 7, 2005
(incorporated by reference to Exhibit 2.2 to ther€at Report Form 8-K, filed by the Company on
December 23, 2005, File No-9447).

Second Modification to the Third Amended Joint Rédihiquidation for AJI and KJC, dated November
22, 2005 (incorporated by reference to Exhibittd.the Current Report Form 8-K, filed by the Comypan
on December 23, 2005, File N-9447).

Third Modification to the Third Amended Joint PlafLiquidation for AJl and KJC, dated December 19,
2005 (incorporated by reference to Exhibit 2.4h® €urrent Report Form 8-K, filed by the Company on
December 23, 2005, File No-9447).

Third Amended Joint Plan of Liquidation for Kaigdumina Australia Corporation (“KAAC"and Kaise
Finance Corporation (“KFC"), dated February 25, 20@corporated by reference to Exhibit 99.3 to the
Annual Report on Form 10-K for the period endedémeber 31, 2004, filed by the Company on March
31, 2005, File No.-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 ther€at Report on Form 8-K, filed by the Company on
December 23, 2005, File No-9447).

Second Modification to the Third Amended Joint Riduhiquidation for KAAC and KFC, dated
November 22, 2005 (incorporated by reference talitxB.7 to the Current Report on Forr-K, filed by
the Company on December 23, 2005, File M-9447).

Third Modification to the Third Amended Joint PlafhLiquidation for KAAC and KFC, dated December
19, 2005 (incorporated by reference to Exhibittd.&he Current Report on Form 8-K, filed by the
Company on December 23, 2005, File N-9447)

Second Amended Joint Plan of Reorganization foQbmpany, KACC and Certain of Their Debtor
Affiliates, dated as of September 7, 2005 (incoapeat by reference to Exhibit 99.2 to the Curremdre

on Form &K, filed by the Company on September 13, 2005, Rie 1-9447).

Modifications to the Second Amended Joint Plan ebiganization for the Company, KACC and Certain
of Their Debtor Affiliates Pursuant to Stipulatiand Agreed Order between Insurers, Debtors, Cormpe
and Future Representatives (incorporated by referemExhibit 2.2 to the Current Report on Form 8-K
filed by the Company on February 7, 2006, File }-9447).

Modification to the Second Amended Joint Plan obfganization for the Company, KACC and Certain
of Their Debtor Affiliates, dated as of November 2005 (incorporated by reference to Exhibit 2.8
Current Report on Form-K, filed by the Company on February 7, 2006, File §-9447).

Third Modification to the Second Amended Joint RéfiiReorganization for the Company, KACC and
Certain of Their Debtor Affiliates, dated as of Betber 16, 2005 (incorporated by reference to Ekhibi
2.4 to the Current Report on Fori-K, filed by the Company on February 7, 2006, Fie §-9447).

Order Confirming the Second Amended Joint Planexdfr8anization of the Company, KACCand Certain
of Their Debtor Affiliates (incorporated by refemnto Exhibit 2.5 to the Current Report on Form 8-K
filed by the Company on February 7, 2006, File }-9447).

Order Affirming the Confirmation Order of the SedoAmended Joint Plan of Reorganization of the
Company, KACC and Certain of Their Debtor Affiliateas modified (incorporated by reference to
Exhibit 2.6 to the Registration Statement on Ford, 8led by the Company on July 6, 2006, File

No. 1-9447).
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Exhibit
Number

Description

2.1t Special Procedures for Distributions on AccounloRB Claim, as agreed by the National Labor

31

3.2

10.1

10.2

10.3

**10.4

**10.5

**10.6

**10.7

**10.8

**10.9

Relations Board, the United Steel, Paper and FgrdRubber, Manufacturing, Energy, Allied Induskria
and Service Workers International Union, AFL-CIQ,&(formerly known as the United Steelworkers
of America, AFL-CIO, CLC) (the “USW") and the Compapursuant to Section 7.8e of the Second
Amended Joint Plan of Reorganization of the Comp&ACC and Certain of Their Debtor Affiliates,
modified (incorporated by reference to Exhibit fothe Registration Statement on Form 8-A, filed by
the Company on July 6, 2006, File No. -52105).

Amended and Restated Certificate of Incorporatithe Company (incorporated by reference to Exl
3.1 to the Registration Statement on Form 8-Adftly the Company on July 6, 2006, File No. 000-
52105).

Amended and Restated Bylaws of the Company (incatpd by reference to Exhibit 3.2 to the
Registration Statement on Fori-A, filed by the Company on July 6, 2006, File N6C-52105).

Senior Secured Revolving Credit Agreement, dateaf dsly 6, 2006, among the Company, Kaiser
Aluminum Investments Company, Kaiser Aluminum Fesied Products, LLC (“KAFP”), Kaiser
Aluminum International, Inc., certain financial fitations from time to time thereto, as lenders,

J.P. Morgan Securities, Inc., The CIT Group/Busin@eedit, Inc. and JPMorgan Chase Bank, N.A., as
administrative agent (incorporated by referencéxbibit 10.1 to the Current Report on Form 8-Kedil
by the Company on July 6, 2006, File No. -52105).

First Amendment to Senior Secured Revolving CrAditeement, Consent and Facility Increase, dat
of December 10, 2007 (incorporated by referendextubit 10.1 to the Current Report on Form 8-K,
filed by the Company on December 13, 2007, File 08§-52105)

Term Loan and Guaranty Agreement, dated as of@lup06, among KAFP, the Company and certain
indirect subsidiaries of the Company listed as d&niars’ thereto, certain financial institutionsrin

time to time party thereto, as lenders, J.P. Moigecurities, Inc., JPMorgan Chase Bank, N.A., as
administrative agent, and Wilmington Trust Compaasg/collateral agent (incorporated by reference to
Exhibit 10.2 to the Current Report on Form 8-Kedilby the Company on July 6, 2006, File

No. 00(-52105).

Description of 2006 Compensation of Directors (mpavated by reference to Exhibit 10.3 to the Report
on Form &K, filed by the Company on July 6, 2006, File N6C-52105).

Description of 2007 Compensation of Directors (mpovated by reference to Exhibit 10.1 to the Curren
Report on Form -K, filed by the Company on June 12, 2007, File Bl2(-52105).

2006 Short Term Incentive Plan for Key Managersdiporated by reference to Exhibit 10.4 to the
Report on Form-K, filed by the Company on July 6, 2006, File NOC-52105).

Summary of the Kaiser Aluminum Fabricated Prod@&&7 Short Term Incentive Plan for Key
Managers (incorporated by reference to Exhibit 16.the Current Report on Form 8-K, filed by the
Company on April 5, 2007, File No. C-52105).

Employment Agreement, dated as of July 6, 2006yéeh the Company and Jack A. Hockema
(incorporated by reference to Exhibit 10.5 to ther€nt Report on Form 8-K, filed by the Company on
July 6, 2006, File No. 0(-52105).

Employment Agreement, dated as of July 6, 2006yden the Company and Joseph P. Bellino
(incorporated by reference to Exhibit 10.6 to ther€nt Report on Form 8-K, filed by the Company on
July 6, 2006, File No. 0(-52105).

**10.1C Form of Director Indemnification Agreement (incorated by reference to Exhibit 10.8 to the Current

Report on Form-K, filed by the Company on July 6, 2006, File NO6C-52105).

**10.11 Form of Officer Indemnification Agreement (incorpted by reference to Exhibit 10.9 to the Current

Report on Form-K, filed by the Company on July 6, 2006, File NOC-52105).

**10.12 Form of Director and Officer Indemnification Agreent (incorporated by reference to Exhibit 10.10 to

the Current Report on Forn-K, filed by the Company on July 6, 2006, File N6C-52105).
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Exhibit
Number Description
*10.123 Kaiser Aluminum Corporation Amended and Restate@bZbquity and Performance Incentive Pl

**10.14 2006 Form of Executive Officer Restricted Stock AwwaAgreement (incorporated by reference to Ex
10.12 to the Current Report on Forr-K, filed by the Company on July 6, 2006, FNo. 00(-52105).

**10.15 2006 Form of Non-Employee Director Restricted StAgkard Agreement (incorporated by reference to
Exhibit 10.13 to the Current Report on Form 8-Kediby the Company on July 6, 2006, File
No. 00(-52105).

**10.1€ 2007 Form of Non-Employee Director Restricted StAgkard Agreement (incorporated by reference to
the Current Report on Forn-K, filed by the Company on June 12, 2007, File 8a(-52105).

**10.17 Kaiser Aluminum Fabricated Products Restoratiom Rilacorporated by reference to Exhibit 10.14 t&
Current Report on Forn-K, filed by the Company on July 6, 2006, File N60-52105).

10.1€ Stock Transfer Restriction Agreement, dated asilyf@, 2006, between the Company and National City
Bank, in its capacity as the trustee for the ttinat provides benefits for certain eligible retsexd Kaiser
Aluminum & Chemical Corporation represented by W, the International Union, United
Automobile, Aerospace and Agricultural Implement&rs of America and its Local 1186, the
International Association of Machinists and Aerasp&Vorkers, the International Chemical Workers
Union Council of the United Food and Commercial W&os, and the Paper, Allied-Industrial, Chemical
and Energy Workers International Union, AFL-CIO,Chnd their surviving spouses and eligible
dependents (the “Union VEBA”") (incorporated by refece to Exhibit 4.1 to the Registration Statement
on Form A, filed by the Company on July 6, 2006, File NOC-52105).

10.1¢ Registration Rights Agreement, dated as of JuB066, between the Company and the Union VEBA
the other parties thereto (incorporated by refexdndExhibit 4.2 to the Registration Statement omf
8-A, filed by the Company on July 6, 2006, File N6C-52105).

10.2C Director Designation Agreement, dated as of JuB(86, between the Company and the USW
(incorporated by reference to Exhibit 4.3 to thgiR&ation Statement on Form 8-A, filed by the
Company on July 6, 2006, File No. (-52105).

**10.21 Key Employee Retention Plan (effective Septemb@082) (incorporated by reference to Exhibit 10.26
to the Annual Report on Form 10-K for the periodiesh December 31, 2002, filed by the Company on
March 31, 2003, File N0.-9447).

**10.22 Form of Retention Agreement for the KACC Key Emm@eyRetention Plan (effective September 3,
2002) for Jack A. Hockema and John Barneson (iraratpd by reference to Exhibit 10.27 to the Annual
Report on Form 1@ for the period ended December 31, 2002, filedHgyCompany on March 31, 20
File No. 1-9447).

**10.23 Severance Plan (effective September 3, 2002) (oocated by reference to Exhibit 10.30 to the Annual
Report on Form 1@ for the period ended December 31, 2002, filedHeyCompany on March 31, 20
File No. 1-9447).

**10.24 Form of Severance Agreement for the Severance(Bffective September 3, 2002) for John Barneson
and John M. Donnan (incorporated by reference tal#ix10.31 to the Annual Report on Form 10-K for
the period ended December 31, 2002, filed by th@@@my on March 31, 2003, File Nc-9447).

**10.2E Form of Change in Control Severance AgreementdbnBarneson (incorporated by reference to
Exhibit 10.32 to the Annual Report on Form 10-K flee period ended December 31, 2002, filed by the
Company on March 31, 2003, File N«-9447).

**10.2€ Form of Change in Control Severance AgreementdbnM. Donnan (incorporated by reference to
Exhibit 10.33 to the Annual Report on Form 10-K flee period ended December 31, 2002, filed by the
Company on March 31, 2003, File N«-9447).

**10.27 Description of Long-Term Incentive Plan (incorp@cby reference to Exhibit 10.21 to the Annual
Report on Form 1@ for the period ended December 31, 2004, filedHeyCompany on March 31, 20
File No. 1-9447).
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Exhibit
Number Description
**10.28 2007 Form of Executive Officer Restricted Stock AwwaAgreement (incorporated by reference to Ex
10.2 to the Current Report on Fori-K, filed by the Company on April 5, 2007, FNo. 00(-52105).
**10.2¢ 2007 Form of Executive Officer Option Rights Awakdreement (incorporated by reference to Exhibit
10.3 to the Current Report on Fori-K, filed by the Company on April 5, 2007, File Na0(-52105).
*21  Significant Subsidiaries of Kaiser Aluminum Corptioa.
*23.1 Consent of Independent Registered Public Accourking.
*31.1 Certification of Jack A. Hockema pursuant to Set802 of the Sarban-Oxley Act of 2002
*31.2 Certification of Joseph P. Bellino pursuant to 8scB802 of the Sarban-Oxley Act of 2002
*32.1 Certification of Jack A. Hockema pursuant to Set806 of the Sarban-Oxley Act of 2002
*32.2 Certification of Joseph P. Bellino pursuant to 8r906 of the Sarban-Oxley Act of 2002

*  Filed herewith

** Management contract or compensatory plan or arraagerequired to be filed as an exhibit to this Aain
Report orForm 1(-K.
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Exhibit 10.13

KAISER ALUMINUM CORPORATION
Amended and Restated
2006 Equity and Performance Incentive Plan

1. Purpose.The purpose of the 2006 Equity and Performancentivee Plan is to attract and retain directors,a&ffs and other employees
of Kaiser Aluminum Corporation, a Delaware corpmnatand its Subsidiaries and to provide to suals@es incentives and rewards for
superior performance.

2. Definitions. As used in this Plan,

(a) “Appreciation Right” means a rightigted pursuant to Section 6 or Section 10 of tlds,Rand will include both Tandem
Appreciation Rights and Free-Standing Appreciaiights.

(b) “Award” means any award granted parguo the Plan.

(c) “Base Price” means the price to beduss the basis for determining the Spread upoexéeeise of a Free-Standing Appreciation
Right and a Tandem Appreciation Right.

(d) “Board” means the Board of Directofgshe Company.
(e) “Change in Control” has the meaningvided in an Evidence of Award.
(f) “Code” means the Internal Revenue €0t11986, as amended from time to time.

(g) “Committee” means the committee olhNEmployee Directors appointed by the Board to aister the Plan and, to the extent of
any delegation by the Committee to a subcommittegsyant to Section 18 of this Plan, such subcoremitt

(h) “Common Shares” means the sharesmwingon stock, par value $0.01 per share, of the Gompr any security into which such
Common Shares may be changed by reason of anattérsor event of the type referred to in Secti8rof this Plan.

(i) “Company” means Kaiser Aluminum Coration, a Delaware corporation.

() “Covered Employee” means a Participaho is, or is determined by the Committee toikely to become, a “covered employee”
within the meaning of Section 162(m) of the Codeaay successor provision).

(k) “Date of Grant” means the date spgediby the Committee on which a grant of OptiontRég Appreciation Rights, Performance
Shares, Performance Units or other Awards conteblay Section 11 of this Plan, or a grant or s&lRestricted Stock, Restricted Stock
Units or other Awards contemplated by Section 1thif Plan, will become effective




(which date will not be earlier than the date onclitthe Committee takes action with respect thgreto

() “Detrimental Activity” means any couact or act determined by the Committee to be injusj detrimental or prejudicial to any
significant interest of the Company or any Subsidiancluding, without limitation, any one or mooéthe following types of activity:

(i)

(ii)

(iii)

(iv)

v)

(vi)

Conduct resulting in an accounting restaatrdue to material noncompliance with any finahaporting requirement under the
U.S. federal securities law

Engaging in any activity, as an employpencipal, agent, or consultant for another erttiigt competes with the Company in any
actual, researched, or prospective product, sersy@em, or business activity for which the Pgrtint has had any direct
responsibility during the last two years of hisher employment with the Company or a Subsidiargnin territory in which the
Company or a Subsidiary manufactures, sells, mgyrketvices, or installs such product, servicaystem, or engages in such
business activity

Soliciting any employee of the Company or a Sulsidto terminate his or her employment with the @any or a Subsidian

The disclosure to anyone outside the Camypar a Subsidiary, or the use in other than then@any’s or a Subsidiary’s business,
without prior written authorization from the Compawnf any confidential, proprietary or trade seénébrmation or material
relating to the business of the Company and itsilidries acquired by the Participant during his@r employment with the
Company or its Subsidiaries or while acting asmsatiant for the Company or its Subsidiar

The failure or refusal to disclose promplyd to assign to the Company upon request ali, riigle and interest in any invention or
idea, patentable or not, made or conceived by éngcipant during employment by the Company or Sapsidiary, relating in ar
manner to the actual or anticipated business, rels@a development work of the Company or any Siibsy or the failure or
refusal to do anything reasonably necessary tolelad Company or any Subsidiary to secure a patkate appropriate in the
United States and in other countri

Activity that results in Termination for Caus

(m) “Director” means a member of the Bbaf Directors of the Company.

(n) “Evidence of Award” means an agreetneertificate, resolution or other type or formvarfiting or other evidence approved by the
Committee that sets forth the terms and conditafrike Awards granted. An Evidence of Award mayrban electronic medium,
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may be limited to notation on the books and recofdhe Company and, with the approval of the Cottaaj need not be signed by a
representative of the Company or a Participant.

(o) “Exchange Act” means the Securitigstiange Act of 1934 and the rules and regulatibaseunder, as such law, rules and
regulations may be amended from time to time.

(p) “Free-Standing Appreciation Right” ams an Appreciation Right granted pursuant to 8edior Section 10 of this Plan that is not
granted in tandem with an Option Right.

(9) “Incentive Stock Option” means an OptRight that is intended to qualify as an “indeatstock option” under Section 422 of the
Code or any successor provision.

(r) “Management Objectivesieans the measurable performance objective ortdlsestablished pursuant to this Plan for P it
who have received grants of Performance Shareeréorfance Units or, when so determined by the Citteey Option Rights, Appreciation
Rights, Restricted Stock, Restricted Stock Unitd etther Awards pursuant to this Plan. Managemeifgd@ises may be described in terms of
Company-wide objectives or objectives that areteel@o the performance of the individual Participamof the Subsidiary, division,
department, region or function within the Companyabsidiary in which the Participant is employ&de Management Objectives may be
made relative to the performance of other compaiiies Management Objectives applicable to any Awaral Covered Employee will be
based on specified levels of or growth in one orevaf the following criteria:

()  Earnings per shar

(il Netincome (before or after taxe

(iii)y Cash flow;

(iv) Return measures (including, but not limited touneton assets, revenue, equity or sa
(v) Cash flow return on investmen

(vi) Earnings before or after taxes, interest, deprieciatnd amortizatior

(vii) Growth in sales or revenue

(viii) Share price (including, but not limited to, gromtieasures and total shareholder ret.

(ix) Operating measures (including, but not limitedojperating margin and operating costs);
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(x) Any of the above criteria as compared @ plerformance of a published or a special indexdeeapplicable by the Committee,
including, but not limited to, the Standard & P’'s 500 Stock Inde»

If the Committee determines that a chandhe business, operations, corporate structucajpital structure of the Company, or the
manner in which it conducts its business, or odwvents or circumstances render the Management tiigisunsuitable, the Committee may
in its discretion modify such Management Objectivethe related minimum acceptable level of achieset, in whole or in part, as the
Committee deems appropriate and equitable, exndpeicase of a Covered Employee where such astioid result in the loss of the
otherwise available exemption of the Award undesti8a 162(m) of the Code. In such case, the Coremittill not make any modification of
the Management Objectives or minimum acceptablel lefzachievement with respect to such Covered Byga.

(s) “Market Value per Share” means, aarof particular date, (i) the closing sale price @emmon Share as reported on the principal
securities exchange, association or quotation systewhich Common Shares are then trading, oeifgtare no sales on such day, on the
preceding trading day during which a sale occuroedii) if clause (i) does not apply, the fair rkat value of the Common Shares as
determined by the Board.

(t) “Non-Employee Director” means a Persdo is a “non-employee director” of the Comparithim the meaning of Rule 16®-of the
Securities and Exchange Commission promulgatedrithdeExchange Act.

(u) “Non-Qualified Stock Option” means @ption Right that is not an Incentive Stock Option

(v) “Option” means an Incentive Stock @ptor a Non-Qualified Stock Option.

(w) “Optionee” means the optionee namredri Evidence of Award evidencing an outstandingddRight.
(x) “Option Price” means the purchase@mpayable on exercise of an Option Right.

(y) “Option Right” means the right to piese Common Shares upon exercise of an Optiotegrparsuant to Section 5 or Section 10
of this Plan.

() “Participant” means a person whoeilested by the Committee to receive benefits uttderPlan and who is at the time an officer or
other key employee of the Company or any one oembits Subsidiaries, or who has agreed to commseacving in any of such capacities
within 90 days of the Date of Grant, and will alsolude each Non-Employee Director who receives @om Shares or an award of Option
Rights, Appreciation Rights, Restricted Stock, Retgd Stock Units or other Awards under this PlEme term “Participantshall also includ
any person who provides services to the CompamySubsidiary that are equivalent to those typigaltyided by an employee and who is
selected by the Committee to receive benefits utidePlan.
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(aa) “Performance Period” means, in respea Performance Share or Performance Unitriagef time established pursuant to
Section 9 of this Plan within which the Managem@bjectives relating to such Performance Share dofeance Unit are to be achieved.

(bb) “Performance Share” means a bookikgegntry that records the equivalent of one Comi®bare awarded pursuant to Section 9
of this Plan.

(cc) “Performance Unit” means a bookkagmntry awarded pursuant to Section 9 of this BFHabrecords a unit equivalent to $1.00 or
such other value as is determined by the Committee.

(dd) “Person” means any individual, gntit group (within the meaning of Section 13(d)¢8)L4(d)(2) of the Exchange Act).
(ee) “Plan” means this Kaiser Aluminumr@mration Amended and Restated 2006 Equity ancbRe&nce Incentive Plan.

(ff) “Restricted Stock” means Common Sisagranted or sold pursuant to Section 7 or Sed@oof this Plan as to which neither the
substantial risk of forfeiture nor the prohibition transfers has expired.

(g9) “Restriction Period” means the pdrad time during which Restricted Stock Units ambject to a substantial risk of forfeiture
(based on the passage of time, the achievementanflyement Objectives, or upon the occurrence ef @bvents as determined by the
Committee, in its discretion), as provided in S&tt8 or Section 10 of this Plan.

(hh) “Restricted Stock Unit” means an Advenade pursuant to Section 8 or Section 10 ofRkas of the right to receive Common
Shares or cash at the end of a specified period.

(i) “Spread” means the excess of the kdaialue per Share on the date when an Appreai®ight is exercised, or on the date when
Option Rights are surrendered in payment of thead®rice of other Option Rights, over the Optiait® or Base Price provided for in the
related Option Right or Free-Standing Appreciatitight, respectively.

(jj)) “Subsidiary” means a corporationnguany or other entity (i) more than 50 percent bbse outstanding shares or securities
(representing the right to vote for the electiomivéctors or other managing authority) are, griinich does not have outstanding shares or
securities (as may be the case in a partnershif,\jenture or unincorporated association), butertban 50 percent of whose ownership
interest representing the right generally to maggisions for such other entity is, now or hereaftemed or controlled, directly or indirectly,
by the Company, except that for purposes of deténgiwhether any person may be a Participant fopgaes of any grant of Incentive Stock
Options, “Subsidiary” means any corporation in vihit the time the Company owns or controls, diyeatlindirectly, more than 50 percent
of the total combined voting power representedlbglasses of stock issued by such corporation.
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(kk) “Tandem Appreciation Right” meansAppreciation Right granted pursuant to Sectiom 6@ction 10 of this Plan that is granted
in tandem with an Option Right.

3. Effective Date.

The Plan is originally effective as ofyJ@, 2006 (the “Effective Date\hich is the effective date for the Second Amendigdt Plan ¢
Reorganization of Kaiser Aluminum Corporation, Kaigluminum & Chemical Corporation and Certain ¢felr Debtor Affiliates, as
modified. The Plan is amended and restated imiiisety effective as of February 6, 2008.

4. Shares Available Under the Plan

(a) Subject to adjustment as provide8ewtion 13 of this Plan, the number of Common Shtrat may be issued or transferred (i) L
the exercise of Option Rights or Appreciation Riglfii) as Restricted Stock and released from sulisd risks of forfeiture thereof, (iii) as
Restricted Stock Units, (iv) in payment of Perfono@ Shares or Performance Units that have beeraa) as Awards to Non-Employee
Directors, or (vi) as Awards contemplated by Setfid of this Plan will not exceed in the aggreda®2,222 shares. Any shares relating to
Awards that expire or are forfeited or are canckdleall again be available for issuance under the.Zommon Shares covered by an Award
granted under the Plan shall not be counted aswieds and until they are actually issued andréedd to a Participant. Without limiting the
generality of the foregoing, upon payment in caisthe benefit provided by any Award granted undherPlan, any Common Shares that were
covered by that Award will be available for issudransfer hereunder. Notwithstanding anythincghe ¢ontrary contained herein: (a) shares
tendered in payment of the Option Price of an GpRaght shall not be added to the aggregate phait described above; (b) shares withheld
by the Company to satisfy the tax withholding oatign shall not be added to the aggregate plan desgcribed above; (c) shares that are
repurchased by the Company with Option Right prdseshall not be added to the aggregate plan liesitidbed above; and (d) all shares
covered by an Appreciation Right, to the extent this exercised and whether or not shares aug#gtissued to the Participant upon exer
of the right, shall be considered issued or transfepursuant to the Plan. Such shares may bessbaegiginal issuance or treasury shares
combination of the foregoing.

(b) If, under this Plan, a Participans lgiven up the right to receive compensation irharge for Common Shares based on fair marke
value, such Common Shares will count against tlmelrau of shares available in Section 4(a) above.

(c) Notwithstanding anything in this Sent4 or elsewhere in this Plan to the contrary sulgiect to adjustment as provided in
Section 13 of this Plan, (i) the aggregate numib&anmon Shares actually issued or transferrecheyCtompany upon the exercise of
Incentive Stock Options will not exceed 2,222,22#ithon Shares; (ii) no Participant will be grantgation Rights, Appreciation Rights,
Restricted Stock, Restricted Stock Units, PerforteaBhares, Performance Units or other Awards uBdetion 11 of this Plan, in the
aggregate, for more than 500,000 Common Sharesglany calendar year; (iii) the number of sharesed as Restricted Stock, Restricted
Stock Units, Performance Shares and Performands &nd other Awards under Section 11 of this PédieI( taking into account any
forfeitures and cancellations) will not in the agggte exceed 2,222,222 Common Shares.

-6 -




(d) Notwithstanding any other provisidrthus Plan to the contrary, in no event will angrficipant in any calendar year receive an
Award of Performance Shares, Performance Unitshb@rcAwards under Section 11 of this Plan havingggregate maximum value,
determined as of their respective Dates of Grangxcess of $5 million.

5. Option Rights. The Committee may, from time to time and upon gecims and conditions as it may determine, authdheegranting
to Participants of options to purchase Common Sh&ach such grant may utilize any or all of théharizations, and will be subject to all of
the requirements, contained in the following prmns:

(a) Each grant will specify the numbelCafmmon Shares to which it pertains, subject tdithi¢gations set forth in Section 4 of this
Plan.

(b) Each grant will specify an Optionderper share, which may not be less than the M&fddeie per Share on the Date of Grant;
provided, however, in the case of Incentive Stock Options grantegn@mployee owning stock possessing more thandfQbe total
combined voting power of all classes of sharehef@ompany or one of its Subsidiaries (a “10% Siader”) the Option Price per share
shall not be less than 110% of the Market ValueS¥eare on the Date of Grant. Notwithstanding aigioprovision of this Plan to the
contrary, no grant of an Option will specify an @ptPrice per share that is less than the par valtiee Common Shares for which such
Option is exercisable.

(c) Each grant will specify whether thption Price will be payable (i) in cash or by chedceptable to the Company or by wire
transfer of immediately available funds, (ii) bytactual or constructive transfer to the Compan@a@hmon Shares owned by the Optionee
for at least 6 months (or other consideration atgkd pursuant to Section 5(d)) having a valudattime of exercise equal to the total Option
Price, (iii) by a combination of such methods ofip&nt, or (iv) by such other methods as may beamat by the Committee; provided
however, that the payment method described in clausev{iinot be available at any time that the Compéangrohibited from purchasing or
otherwise acquiring Common Shares.

(d) The Committee may determine, at terahe Date of Grant, that payment of the OptidoePof any Option Right (other than an
Incentive Stock Option) may also be made in wholm @art in the form of Restricted Stock or ot@mmon Shares that are forfeitable or
subject to restrictions on transfer, or in the fafhRestricted Stock Units; providedhowever, that this payment method will not be available
at any time that the Company is prohibited fromcpasing or otherwise acquiring Common Shares. Wrd#gerwise determined by the
Committee at or after the Date of Grant, whenewgr@ption Price is paid in whole or in part by mganf any of the forms of consideration
specified in this Section 5(d), the Common Shagesived upon the exercise of the Option Rights élbubject to such risks of forfeiture or
restrictions on transfer as may correspond to hatapply to the consideration surrendered, but tinthe extent, determined with respect to
the consideration surrendered, of (i) the numbeshafes or Performance Shares, (ii) the Spreadyofimexercisable portion of Option Rigt
or (iii) the stated value of Performance Units.
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(e) To the extent permitted by law, angng may provide for deferred payment of the Opfwite from the proceeds of sale through a
bank or broker on a date satisfactory to the Compdusome or all of the shares to which such eseroelates.

() Successive grants may be made tadnee Participant whether or not any Option Rightéwipusly granted to such Participant
remain unexercised.

(g) Each grant will specify the periodpariods of continuous service by the Optionee #withCompany or any Subsidiary that is
necessary before the Option Rights or installmthgeeof will become exercisable and may providelierearlier exercise of such Option
Rights in the event of termination of employmentha Participant, whether by retirement, deathalullgy or otherwise, or a Change in
Control.

(h) Any grant of Option Rights may spgdidanagement Objectives that must be achievedcasdition to the exercise of such rights.

(i) Option Rights granted under this Ptaay be (i) options, including, without limitatiomcentive Stock Options that are intended to
qualify under particular provisions of the Cod@, @ptions that are not intended to so qualify(ily combinations of the foregoing. Incentive
Stock Options may only be granted to Participarite weet the definition of “employees” under Sec®d®1(c) of the Code.

(i) The Committee may, at or after thedaf Grant of any Option Rights (other than InoemStock Options), provide for the payment
of dividend equivalents to the Optionee on eitheument or deferred or contingent basis or mayigethat such equivalents will be credited
against the Option Price.

(k) The exercise of an Option Right wikult in the cancellation on a share- for-shasshaf any Tandem Appreciation Right
authorized under Section 6 of this Plan.

(I) No Option Right will be exercisableone than 10 years from the Date of Grant; provitied, in the case of Incentive Stock Options
granted to 10% Shareholders, no such Option Riwdit be exercisable more than 5 years from the bh@rant.

(m) The Committee reserves the discregioor after the Date of Grant to provide for fi¢ payment of a cash bonus at the time of
exercise; and (ii) the right to tender in satisfatbf the Option Price nonforfeitable, unrestric@ommon Shares, which are already owned
by the Optionee for a period of at least 6 montitslzave a value at the time of exercise that isleputhe Option Price.

(n) The Committee may substitute, withadeiving Participant permission, Appreciation lRgpaid only in Common Shares (or
Appreciation Rights paid in Common Shares or casheaCommittee’s discretion) for outstanding Op$ipprovided however, that the
terms of the substituted Appreciation Rights aseghme as the terms for the Options and the diféerbetween the Market Value per Share
of the underlying Common Shares and the Base Bfittee Appreciation Rights is equivalent to thealiénce between the Market Value per
Share of the underlying Common Shares and the @ptiice of the Options.
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(o) Each grant of Option Rights will badenced by an Evidence of Award. Each Evidencawdérd shall be subject to the Plan and
will contain such terms and provisions, consisteitl this Plan, as the Committee may approve.

6. Appreciation Rights .

(a) The Committee may authorize the gnanfi) to any Optionee, of Tandem Appreciation lRgjin respect of Option Rights granted
hereunder, and (ii) to any Participant, of Freen8itag Appreciation Rights. A Tandem AppreciatioglRiwill be a right of the Optionee,
exercisable by surrender of the related Option Righreceive from the Company an amount determiyethe Committee, which will be
expressed as a percentage of the Spread (not éxgdd® percent) at the time of exercise. Tandemrégiation Rights may be granted at
time prior to the exercise or termination of thiated Option Rights; providechowever, that a Tandem Appreciation Right awarded in
relation to an Incentive Stock Option must be gedrdoncurrently with such Incentive Stock OptionFiee-Standing Appreciation Right will
be a right of the Participant to receive from th@@any an amount determined by the Committee, whitthbe expressed as a percentage of
the Spread (not exceeding 100 percent) at thedfneaercise.

(b) Each grant of Appreciation Rights nudijize any or all of the authorizations, and vki# subject to all of the requirements, conta
in the following provisions:

()  Any grant may specify that the amount pdgain exercise of an Appreciation Right may be fgidhe Company in cash, in
Common Shares or in any combination thereof and eitagr grant to the Participant or retain in trar@nittee the right to elect
among those alternative

(i) Any grant may specify that the amount galgaon exercise of an Appreciation Right may natemd a maximum specified by the
Committee at the Date of Gra

(iii) Any grant may specify waiting periods before exsgc@nd permissible exercise dates or per

(iv) Any grant may specify that such Apprea@atiRight may be exercised only in the event ogantier in the event of, termination of
employment of the Participant, whether by retiretdeath, disability or otherwise, or a Change amttol.

(v) Any grant may provide for the payment te tarticipant of dividend equivalents thereon ishcar Common Shares on a current,
deferred or contingent bas

(vi) Any grant of Appreciation Rights may spggdilanagement Objectives that must be achievedcasdition of the exercise of such
Appreciation Rights
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(vii) Each grant of Appreciation Rights will be evideddy an Evidence of Award, which Evidence of Awailll describe such
Appreciation Rights, identify the related OptiorgRis (if applicable), and contain such other teamd provisions, consistent with
this Plan, as the Committee may apprc

(c) Any grant of Tandem Appreciation Riglvill provide that such Tandem Appreciation Rgjhtay be exercised only (i) at a time
when the related Option Right is also exercisahtethe Spread is positive and (i) by surrenddghefrelated Option Right for cancellation.

(d) Regarding Free-Standing Appreciaiights only:

(i) Each grant will specify in respect of edalee-Standing Appreciation Right a Base Price, Wwhidl be equal to or greater than the
Market Value per Share on the Date of Gr.

(i) Successive grants may be made to the $2amticipant regardless of whether any Free-Stan8ipureciation Rights previously
granted to the Participant remain unexercised;

(iii) No Free-Standing Appreciation Right granted under this Phay be exercised more than 10 years from the @fagant.

7. Restricted Stock.The Committee may also authorize the grant or sfalRestricted Stock to Participants. Each suchtgrasale may
utilize any or all of the authorizations, and vii# subject to all of the requirements, containeithénfollowing provisions:

(a) Each such grant or sale will congtitan immediate transfer of the ownership of Comi@bares to the Participant in consideration
of the performance of services, entitling such iBigdnt to voting, dividend and other ownershightgy but subject to the substantial risk of
forfeiture and restrictions on transfer hereinafederred to.

(b) Each such grant or sale may be matteut additional consideration or in consideratafra payment by such Participant that is
than the Market Value per Share at the Date of GNwtwithstanding any other provision of this Ptarthe contrary, each grant or sale of
Restricted Stock to a Participant will be madesiach consideration as is required by applicableite@rder to ensure that such Restricted
Stock is validly issued, fully paid and nonasseksapon such grant or sale.

(c) Except as provided in Section 10hesuwch grant or sale will provide that the Restdcbtock covered by such grant or sale will be
subject to a “substantial risk of forfeiture” withihe meaning of Section 83 of the Code for a jgesionot less than one year to be determined
by the Committee at the Date of Grant and may plefor the earlier lapse of such substantial rislodeiture in the event of termination of
employment of the Participant, whether by retiretndeath, disability or otherwise, or a Change @mttol.
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(d) Each such grant or sale will provildat during the period for which such substant& of forfeiture is to continue, the
transferability of the Restricted Stock will be piisited or restricted in the manner and to the eqeescribed by the Committee at the Da
Grant (which restrictions may include, without Itation, rights of repurchase or first refusal ie thompany or provisions subjecting the
Restricted Stock to a continuing substantial risfodeiture in the hands of any transferee).

(e) Subject to Section 7(c) of this Plamy grant of Restricted Stock may specify Managerbjectives that, if achieved, will result in
termination or early termination of the restricsompplicable to such Restricted Stock. Each grayt specify in respect of such Management
Objectives a minimum acceptable level of achievadraed may set forth a formula for determining thenber of shares of Restricted Stock
on which restrictions will terminate if performaniseat or above the minimum level, but falls shadrfull achievement of the specified
Management Objectives.

() Any such grant or sale of Restric&dck may require that any or all dividends or otfistributions paid thereon during the period
of such restrictions be automatically reinvesteddditional shares of Restricted Stock, which maglibject to the same restrictions as the
underlying Award.

(g) Each grant or sale of Restricted Bioill be evidenced by an Evidence of Award and wdintain such terms and provisions,
consistent with this Plan, as the Committee may@mp Unless otherwise directed by the CommittBeeatificates representing shares of
Restricted Stock will be held in custody by the @amy until all restrictions thereon have lapsedetber with a stock power or powers
executed by the Participant in whose name suclficatés are registered, endorsed in blank andraoysuch shares.

8. Restricted Stock Units.The Committee may also authorize the granting ler sBRestricted Stock Units to Participants. Easbh
grant or sale may utilize any or all of the authations, and will be subject to all of the requiests, contained in the following provisions:

(a) Each such grant or sale will congtitihe agreement by the Company to deliver ComniameS or cash to the Participant in the
future in consideration of the performance of sgasj but subject to the fulfillment of such corwlis (which may include the achievement of
Management Objectives) during the Restriction Resi® the Committee may specify. Each grant mayifypeaespect of such Management
Objectives a minimum acceptable level of achievadraed may set forth a formula for determining thenber of Restricted Stock Units on
which restrictions will terminate if performanceaor above the minimum level, but falls shorfudf achievement of the specified
Management Objectives.

(b) Each such grant or sale may be matteut additional consideration or in consideratafra payment by such Participant that is
than the Market Value per Share at the Date of GNwmtwithstanding any other provision of this Ptarthe contrary, each grant or sale of
Restricted Stock Units to a Participant will be mdor such consideration as is
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required by applicable law in order to ensure #mt Common Shares delivered by the Company purshargto are validly issued, fully pe
and nonassessable when so delivered.

(c) Except as provided in Section 10hesuwch grant or sale will be subject to a Restncieriod of not less than one year, as
determined by the Committee at the Date of Gramt,raay provide for the earlier lapse or other modifon of such Restriction Period in the
event of termination of employment of the Participavhether by retirement, death, disability oresthise, or a Change in Control.

(d) During the Restriction Period, thetR#ant will have no right to transfer any rightsder his or her Award and will have no rights
of ownership in the Restricted Stock Units and Wwil/e no right to vote them, but the Committee naayyr after the Date of Grant, authorize
the payment of dividend equivalents on such ResttiStock Units on either a current or deferredamtingent basis, either in cash or in
additional Common Shares.

(e) Each grant or sale of Restricted Stdoits will be evidenced by an Evidence of Awarlavill contain such terms and provisions,
consistent with this Plan, as the Committee mayapp

9. Performance Shares and Performance UnitsSThe Committee may also authorize the granting ofoP@mance Shares and Performa
Units that will become payable to a Participantupchievement of specified Management Objectivesmduhe Performance Period. Each
such grant may utilize any or all of the authoiias, and will be subject to all of the requirengembntained in the following provisions:

(a) Each grant will specify the numbePefriformance Shares or Performance Units to whiglrtains which number may be subject to
adjustment to reflect changes in compensationlwrdactors, providedhowever, that no such adjustment will be made in the cdse
Covered Employee where such action would resutiérioss of the otherwise available exemption efalvard under Section 162(m) of the
Code.

(b) The Performance Period with respe@ach Performance Share or Performance Unit wiliuzh period of time (not less than one
year), commencing with the Date of Grant as wildetermined by the Committee at the time of granittv may be subject to earlier lapse
other modification in the event of termination afigloyment of the Participant, whether by retiremeéeath, disability or otherwise, or a
Change in Control.

(c) Any grant of Performance Shares afdPmance Units will specify Management Objectivesich, if achieved, will result in
payment or early payment of the Award, and eachtgrey specify in respect of such specified Manag@rDbjectives a minimum
acceptable level of achievement and will set farfbrmula for determining the number of PerformaBbares or Performance Units that will
be earned if performance is at or above the minirteu@l, but falls short of full achievement of thgecified Management Objectives. The
grant of Performance Shares or Performance Unitspécify that, before the Performance ShareseofoPmance Units will be earned and
paid, the Committee must certify that the Managdnjectives have been satisfied.
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(d) Each grant will specify the time andnner of payment of Performance Shares or Perfarendnits that have been earned. Any
grant may specify that the amount payable witheesthereto may be paid by the Company in casBpimmon Shares or in any combinat
thereof and may either grant to the Participametain in the Committee the right to elect amoragthalternatives.

(e) Any grant of Performance Shares npeci$y that the amount payable with respect themedy not exceed a maximum specified by
the Committee at the Date of Grant. Any grant af®enance Units may specify that the amount payabklae number of Common Shares
issued with respect thereto may not exceed maxingpasified by the Committee at the Date of Grant.

(f) The Committee may, at or after theddaf Grant of Performance Shares, provide fopénanent of dividend equivalents to the
holder thereof on either a current or deferredomtiogent basis, either in cash or in additionain@mn Shares.

(g) Each grant of Performance SharesgioRnance Units will be evidenced by an EvidenicAward and will contain such terms and
provisions, consistent with this Plan, as the Cotteaimay approve.

10. Awards to Non-Employee Directors.The Board may, from time to time and upon such seamd conditions as it may determine,
authorize the granting to Non-Employee Director©pfion Rights, Appreciation Rights or other Awaodsitemplated by Section 11 of this
Plan and may also authorize the grant or sale aff@on Shares, Restricted Stock or Restricted Stattsitb Non-Employee Directors.

(a) Each grant of Option Rights awardatspant to this Section 10 will be upon terms apnditions consistent with Section 5 of this
Plan and will be evidenced by an Evidence of Awarsluch form as will be approved by the Board. Egient will specify an Option Price
per share, which will not be less than the Markaluié per Share on the Date of Grant. Each suclto®ptight granted under the Plan will
expire not more than 10 years from the Date of Gaad will be subject to earlier termination asdueafter provided. Unless otherwise
determined by the Board, such Option Rights wilsbbject to the following additional terms and citinds:

(i) Each grant will specify the number of Comm®®hares to which it pertains, subject to the Atins set forth in Section 4 of this
Plan.

(i) If a Non-Employee Director subsequenticbmes an employee of the Company or a Subsidiailg wédmaining a member of the
Board, any Option Rights held under the Plan bysndividual at the time of such commencement opleyment will not be
affected thereby

(iii) Option Rights may be exercised by a Non-Empldyector only upon payment to the Company in filtlee Option Price of the
Common Shares to be delivered. Such payment withade in cash or in Common Shares then owned b@phienee for at least
6 months, or in a combination of cash and such Com8hares
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(b) Non-Employee Directors, pursuantiie Section 10, may be awarded, or may be perntittetect to receive, pursuant to
procedures established by the Board, all or angigyoof their annual retainer, meeting fees or pthes in Common Shares in lieu of cash.

(c) Each grant or sale of AppreciatiogtRs pursuant to this Section 10 will be upon teamd conditions consistent with Section 6 of
this Plan.

(d) Each grant or sale of Restricted Stmarsuant to this Section 10 will be upon termd eonditions consistent with Section 7 (other
than in Section 7(c) thereof) of this Plan.

(e) Each grant or sale of Restricted Stdoits pursuant to this Section 10 will be upomts and conditions consistent with Section 8
(other than Section 8(c) thereof) of this Plan.

(f) Non-Employee Directors may be grantald, or awarded other Awards as contemplate8dnyion 11 of this Plan; providéidat
such other Awards are granted by the Board.

11. Other Awards .

(a) The Committee may, subject to liniaias under applicable law, grant to any Particigarth other Awards that may be denomin
or payable in, valued in whole or in part by refere to, or otherwise based on, or related to, Com&t@res or factors that may influence the
value of such shares, including, without limitatioonvertible or exchangeable debt securities,rathbts convertible or exchangeable into
Common Shares, purchase rights for Common Shaveards with value and payment contingent upon petémrce of the Company or
specified Subsidiaries, affiliates or other businesits thereof or any other factors designatethbyCommittee, and Awards valued by
reference to the book value of Common Shares ovdahee of securities of, or the performance of et Subsidiaries or affiliates or other
business units of the Company. The Committee sleddirmine the terms and conditions of such Awatdsnmon Shares delivered pursuant
to an Award in the nature of a purchase right graninder this Section 11 shall be purchased fdr sansideration, paid for at such time, by
such methods, and in such forms, including, witHimoitation, cash, Common Shares, other Awardses ot other property, as the Commi
shall determine.

(b) Cash awards, as an element of orleommnt to any other Award granted under this Piaay also be granted pursuant to this
Section 11.

(c) The Committee may grant Common Shases bonus, or may grant other Awards in lieubdiyjations of the Company or a
Subsidiary to pay cash or deliver other propertgaurthis Plan or under other plans or compensatwangements, subject to such terms as
shall be determined by the Committee.

12. Transferability .

(a) Except as provided in Section 12¢m) &42(c) below, no Option Right, Appreciation Rigihtother derivative security or Award
granted under the Plan shall be
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transferable by the Participant except by willleg taws of descent and distribution. Except asratise determined by the Committee, Opt
Rights and Appreciation Rights will be exercisathlging the Participant’s lifetime only by him orrtar, in the event of the Participastegal
incapacity to do so, by his or her guardian or llegpresentative acting on behalf of the Participara fiduciary capacity under state law
and/or court supervision.

(b) Notwithstanding Section 12(a) abdeethe extent authorized in an Evidence of AwardOgtion Right (excluding Incentive Stock
Options), Appreciation Right or other derivativegety or Award granted under the Plan may be fiexable upon the death of the
Participant, without payment of consideration tf@reto any one or more family members (as defiimetthe General Instructions to Form S-8
under the Securities Act of 1933, as amended)ePtrticipant, as may have been designated imgtity the Participant by means of a form
of beneficiary designation approved by the Comp&ugh beneficiary designation may be made at amg kiy the Participant and shall be
effective when it is filed, prior to the death b&tParticipant, with the Company. Any beneficiaggidnation may be changed by the filing
new beneficiary designation, which will cancel dmsneficiary designation previously filed with ther@pany.

(c) Notwithstanding Section 12(a) abdweethe extent authorized in an Evidence of AwardOgtion Right (excluding Incentive Stock
Options), Appreciation Right or other derivativegety or Award granted under the Plan may be fiexable by the Participant without
payment of consideration therefor, to any one orenfiamily members (as defined in the General Isibas to Form S 8 under the
Securities Act of 1933, as amended) of the Pagitipprovided however, that such transfer will not be effective untiltise of such transfer
is delivered to the Company; and providddrther, however, that any such transferee is subject to the samestand conditions hereunder
as the Participant.

(d) The Committee, or the Board in theecaf Awards under or governed by Section 10 af Béan, may specify at the Date of Grant
that part or all of the Common Shares that areo(Be issued or transferred by the Company upoexbkecise of Option Rights or
Appreciation Rights, upon the termination of thestRetion Period applicable to Restricted Stocktsloir upon payment under any grant of
Performance Shares or Performance Units or (ilpnger subject to the substantial risk of forfedtand restrictions on transfer referred to in
Section 7 of this Plan, will be subject to furthestrictions on transfer.

13. Adjustments.

(a) The Committee will make or provide $nich adjustments in the numbers of Common Shane=red by outstanding Option Rights,
Appreciation Rights, Restricted Stock Units, Parfance Shares and Performance Units granted hereandeif applicable, in the number
Common Shares covered by other Awards granted aot$o Section 11 hereof, in the Option Price andeBPrice provided in outstanding
Appreciation Rights, and in the kind of shares cedeghereby, as the Committee, in its sole disenetxercised in good faith, determines is
equitably required to prevent dilution or enlargeineaf the rights of Participants or Optionees ththierwise would result from (a) any stock
dividend, stock split, combination of shares, exttinary cash dividend, recapitalization or othesirige in the capital structure of the
Company, (b) any merger, consolidation, spin-gffiteff, spin-out, split-up, reorganization,

-15 -




partial or complete liquidation or other distrilariof assets, issuance of rights or warrants tolase securities, or (c) any other corporate
transaction or event having an effect similar tg afhthe foregoing (collectively, an “Event”). Mareer, in the case of such an Event, the
Committee, in its discretion and without the coris#rany Participant, may provide in substitution &ny or all outstanding Awards under
this Plan such alternative consideration (includiagh) or take such other action as it, in godtth fanay determine to be equitable in the
circumstances, including, but not limited to, cagssuch Awards to become exercisable (whether bvesied) as to all shares covered
thereby for at least ten (10) days prior to anyhsieent, and may require in connection with anyhssubstitution the surrender of all repla
Awards. The Committee will also make or providedach adjustments in the numbers of shares spe@ifiSection 4 of this Plan as the
Committee, in its sole discretion, exercised indjéaith, determines is appropriate to reflect angrit described in this Section 13; provided
however, that any such adjustment will be made in accardarith Section 409A of the Code and, with respedhcentive Stock Options,
any such adjustment shall be made only if andecettient that such adjustment would not cause atip®Right intended to qualify as an
Incentive Stock Option to fail so to qualify.

(b) The existence of the Plan, the Evideof Award agreements and the Awards granted hdegishall not affect or restrict in any v
the right or power of the Company or the sharehsldéthe Company to make or authorize any adjustnmecapitalization, reorganization or
other change in the Company’s capital structuriésdsusiness, any merger or consolidation of thenany, any issue of stock or of options,
warrants or rights to purchase stock or of bondbgedtures, preferred or prior preference stocksserhights are superior to or affect the
Common Shares or the rights thereof or which arvedible into or exchangeable for Common Sharethedissolution or liquidation of the
Company, or any sale or transfer of all or any péits assets or business, or any other corp@@tter proceeding, whether of a similar
character or otherwise.

14. Change in Control. The Committee may prescribe in an Evidence of Awhad (a) a “Change in Control” will result in atetion
of the time at which (b) an Option Right, ApprematRight or other Award may be exercised, (c)ghbstantial risk of forfeiture or
prohibition or restriction on transfer will lapgé) the Restriction Period will end, (e) Performar@hares or Performance Units will be
deemed to have been fully earned, or (f) a transfariction will terminate.

15. Fractional Shares.The Company will not be required to issue any fometl Common Shares pursuant to this Plan. The Gteen
may provide for the elimination of fractions or the settlement of fractions in cash.

16. Withholding Taxes. To the extent that the Company is required to vattitiederal, state, local or foreign taxes in cartioe with any
payment made or benefit realized by a Participaotiver person under this Plan, and the amounitablato the Company for such
withholding are insufficient, it will be a conditicto the receipt of such payment or the realizatibsuch benefit that the Participant or such
other person make arrangements satisfactory tGénepany for payment of the balance of such taxgsired to be withheld, which
arrangements (in the discretion of the Committeay mclude relinquishment of a portion of such Hine
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17. Foreign Employeesin order to facilitate the making of any grant ontbination of grants under this Plan, the Commitbesy provide
for such special terms for Awards to Participant®ware foreign nationals or who are employed byGbmpany or any Subsidiary outside of
the United States of America or who provide sewitmethe Company under an agreement with a forngdgion or agency, as the Committee
may consider necessary or appropriate to accommadiiféerences in local law, tax policy or customondover, the Committee may approve
such supplements to or amendments, restatemeali®orative versions of this Plan as it may consigiessary or appropriate for such
purposes, without thereby affecting the terms f Ban as in effect for any other purpose, andSieretary or other appropriate officer of
Company may certify any such document as having bpproved and adopted in the same manner aslénisNo such special terms,
supplements, amendments or restatements, howeldnalude any provisions that are inconsistenthwthe terms of this Plan as then in
effect unless this Plan could have been amendeliniinate such inconsistency without further apiday the shareholders of the Company.

18. Administration of the Plan .

(a) This Plan will be administered by @emmittee, which may from time to time delegateoakny part of its authority under this P
to a subcommittee of the Committee, as constitfrtad time to time. To the extent of any such detega references in this Plan to the
Committee will be deemed to be references to subb@nmittee. A majority of the Committee (or subaowittee) will constitute a quorum,
and the action of the members of the Committesjbcommittee) present at any meeting at which awuds present, or acts unanimously
approved in writing, will be the acts of the Combeét (or subcommittee).

(b) The interpretation and constructigrtite Committee of any provision of this Plan omaafy agreement, notification or document
evidencing the grant of Option Rights, AppreciatRights, Restricted Stock, Restricted Stock Uitsformance Shares, Performance Units
or other Awards pursuant to Section 11 of this Rliad any determination by the Committee pursuaantoprovision of this Plan or of any
such agreement, notification or document will mafiand conclusive. Members of the Committee arydodiicer or employee of the
Company or any Subsidiary acting at the directifrooon behalf of, the Committee shall not be peadly liable for any action or
determination taken or made in good faith with extpio the Plan and shall, to the extent permittethw, be fully indemnified by the
Company with respect to any such action or deteatian.

(c) The Committee or, to the extent of drelegation as provided in Section 18(a), a sulmcittee, may delegate to one or more of its
members or to one or more officers of the Companyp one or more agents or advisors, such admatiise duties or powers as it may deem
advisable, and the Committee, the subcommitteanpmperson to whom duties or powers have been aleld@s aforesaid, may employ one
or more persons to render advice with respectyaesponsibility the Committee, the subcommitteswrh person may have under the Plan.
To the extent permitted by applicable law, the Cdttam or the subcommittee may, by resolution, attlecone or more officers of the
Company to do one or both of the following on taee basis as the Committee or the subcommittedegignate employees to be recipients
of Awards under this Plan; and (ii) determine tize ®f any such Awards; providediowever, that (A) the Committee or the subcommittee
shall not delegate such responsibilities to anysuc
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officer for Awards granted to an employee who iéfiter, Director, or more than 10% beneficial @wof any class of the Company’s
equity securities that is registered pursuant wi&e 12 of the Exchange Act, as determined byBibard in accordance with Section 16 of
Exchange Act; (B) the resolution providing for swatithorization sets forth the total number of ComrBhares such officer(s) may grant;
(C) the officer(s) shall report periodically to tG@mmittee or the subcommittee, as the case maggarding the nature and scope of the
Awards granted pursuant to the authority delegated.

19. Amendments, Etc.

(a) The Board may at any time and frametio time amend the Plan in whole or in part; itedt, however, that any amendment
which must be approved by the shareholders of tmagainy in order to comply with applicable law oe tlules of the principal securities
exchange, association or quotation system uponhwthie Common Shares are traded or quoted will eaffective unless and until such
approval has been obtained.

(b) The Committee will not, without therther approval of the shareholders of the Compauthorize the amendment of any
outstanding Option Right or Appreciation Right éaluce the Option Price or Base Price. Furthernrmor®ption Right will be cancelled and
replaced with Awards having a lower Option Pricéhwut further approval of the shareholders of thenBany. This Section 19(b) is intenc
to prohibit the repricing of “underwater” OptiondRits and will not be construed to prohibit the atfjuents provided for in Section 13 of this
Plan.

(c) The Committee may condition the grafrdny Award or combination of Awards authorizetlar this Plan on the surrender or
deferral by the Participant of his or her rightégeive a cash bonus or other compensation othepeigable by the Company or a Subsidiary
to the Participant.

(d) If permitted by Section 409A of thed®, in case of termination of employment by reasfateath, disability or normal or early
retirement, or in the case of unforeseeable emeygenother special circumstances, of a Participdrd holds an Option Right or
Appreciation Right not immediately exercisableui,for any shares of Restricted Stock as to whiehsubstantial risk of forfeiture or the
prohibition or restriction on transfer has not keghsor any Restricted Stock Units as to which thetRction Period has not been completed, or
any Performance Shares or Performance Units whigk hot been fully earned, or any other Awards npagteuant to Section 11 subject to
any vesting schedule or transfer restriction, oo\Wwblds Common Shares subject to any transfeiicgstrimposed pursuant to Section 12 of
this Plan, the Committee may, in its sole discretaccelerate the time at which such Option Rigppreciation Right or other Award may be
exercised or the time at which such substantiklafdorfeiture or prohibition or restriction oratnsfer will lapse or the time when such
Restriction Period will end or the time at whiclteBlPerformance Shares or Performance Units witldmmed to have been fully earned o1
time when such transfer restriction will terminatemay waive any other limitation or requirementienany such Award.
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(e) This Plan will not confer upon anyrtiRgpant any right with respect to continuancesofployment or other service with the
Company or any Subsidiary, nor will it interfereainy way with any right the Company or any Subsidi@ould otherwise have to terminate
such Participant’s employment or other servicengttame.

(f) To the extent that any provision loistPlan would prevent any Option Right that wasnded to qualify as an Incentive Stock
Option from qualifying as such, that provision wi# null and void with respect to such Option Righich provision, however, will remain in
effect for other Option Rights, and there will befarther effect on any provision of this Plan.

(g) Subject to Section 19(b) hereof, @mmmittee may amend the terms of any Award thesetafranted under this Plan prospectively
or retroactively, but subject to Section 13 abowesuch amendment shall impair the rights of anyiégant without his or her consent. The
Board may, in its discretion, terminate this Plaary time. Termination of this Plan will not affébe rights of Participants or their succes
under any Awards outstanding hereunder and notesest in full on the date of termination.

20. Detrimental Activity. Any Evidence of Award may provide that if a Pagmt, either during employment by the Company or a
Subsidiary or within a specified period after temation of such employment, shall engage in anyidetntal Activity, and the Committee
shall so find, forthwith upon notice of such fingirthe Participant shall:

(a) Forfeit any Award granted under fian then held by the Participant;

(b) Return to the Company, in exchanggfyment by the Company of any cash amount agtpald therefor by the Participant
(unless such payment is prohibited by law), all Gwn Shares that the Participant has not dispostthbfvere acquired pursuant to this F
within a specified period prior to the date of temnmencement of such Detrimental Activity; and

(c) With respect to any Common Shareacgpired that the Participant has disposed oftpdye Company in cash the difference
between:

() any amount actually paid therefor by the Particigmmsuant to this Plan, al
(i) the Market Value per Share of the Common Shardbedate of such acquisitic

To the extent that such amounts are not paid t&€tmpany, the Company may set off the amounts galpp@ to it against any amounts that
may be owing from time to time by the Company &udsidiary to the Participant, whether as wageerams compensation or vacation pay
or in the form of any other benefit or for any atheason. For purposes of this Section 20, Comniames that are Restricted Stock will be
deemed to be acquired pursuant to this Plan attsmehas the prohibition on transfer thereof exp@ed Common Shares that are issued or
delivered in respect of any other Award will be mheel to be acquired pursuant to this Plan at saoh #is they are actually issued or delive
to the Participant.
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21. Compliance with Section 409A of the Code

(a) To the extent applicable, this Pimtended to comply with Section 409A of the Cadd shall be administered, construed and
interpreted in a manner consistent with the requénets for avoiding taxes or penalties under Sec@@fA of the Code. To the extent that an
Award, issuance and/or payment is subject to Sedii®A of the Code, it shall be awarded and/orédsur paid in a manner that will comply
with Section 409A of the Code, including propogedyporary or final regulations or any other guidaissued by the Secretary of the
Treasury and the Internal Revenue Service witheesihereto.

(b) Notwithstanding any provision of tiian to the contrary, to the extent an award ligesti to Section 409A of the Code and such
award shall be deemed to be vested or restrictagpse, expire or terminate, and payment made, timpoccurrence of a Change in Control
and such Change in Control does not constitutdarige in the ownership or effective control” orcddnge in the ownership or a substantial
portion of the assets” of the Company within theameg of Section 409A(a)(2)(A)(v) of the Code, theren though such award may be
deemed to be vested or restrictions lapse, expiterminate upon the occurrence of the Change mtr@bor any other provision of this Plan,
payment will be made, to the extent necessary ngppwith the provisions of Section 409A of the @otb the Participant on the earliest of
(i) the Participant’s “separation from service” lwthe Company (determined in accordance with Se@®A of the Code); provided,
however, that if the Participant is a “specifiedpdoyee” (within the meaning of Section 409A of tede), the payment date shall be the first
business day of the seventh month after the dateedParticipant’s separation from service with@wampany, (ii) the date payment otherwise
would have been made in the absence of any proisiothe Plan to the contrary (provided such dapermissible under Section 409A of
the Code), or (iii) the Participant’s death.

22. Governing Law. The Plan and all grants and Awards and actionsitdiereunder shall be governed by and construaddardance
with the internal substantive laws of the Stat®efaware.

23. Termination. No Award will be made under this Plan more tharyd@rs after the Effective Date (as defined in $ecs of this Plan),
but all Awards made on or prior to such date walhinue in effect thereafter subject to the terheseof and of this Plan.

24. Section 16. It is the intent of the Company that the Plais$atand be interpreted in a manner that satisfresapplicable
requirements of Rule 16b-3 as promulgated undetid®et6 of the Exchange Act so that Participantslva entitled to the benefit of
Rule 16b-3, or any other rule promulgated undeti&ed 6 of the Exchange Act, and will not be subjecshort-swing liability under
Section 16 of the Exchange Act. Accordingly, if tiyigeration of any provision of the Plan would cantfivith the intent expressed in this
Section 24, such provision to the extent possibédl He interpreted and/or deemed amended soastd such conflict.

25. Section 162(m). To the extent the Committee issues any Award widdntended to be exempt from the applicatio®e€tion 162(m
of the Code, the Committee may, without sharehaddegrantee approval, amend the Plan (subject¢td®el9(a)) or the
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relevant Award agreement retroactively or prospetyito the extent it determines necessary in otaleomply with any subsequent
clarification of Section 162(m) of the Code reqdite preserve the Company’s federal income tax cimlufor compensation paid pursuant
to any such Award.

26. General Provisions.

(a) No Award under this Plan may be eisext by the holder thereof if such exercise, aed#teipt of cash or stock thereunder, would
be, in the opinion of counsel selected by the Cdesi contrary to law or the regulations of anyydtdnstituted authority having jurisdiction
over this Plan. Notwithstanding any other provisidthis Plan to the contrary, each issuance of @omShares to a Participant pursuant to
the provisions of Section 7, 8, 9, 10 or 11 of fAlian will be made for such consideration havinglae that is not less than the par value of
such Common Shares as is required by law in oodensure that such Common Shares are validly issu®dpaid and nonassessable on
such issuance.

(b) Absence on leave approved by a dahstituted officer of the Company or any of its Sidiaries shall not be considered
interruption or termination of service of any emyde for any purposes of this Plan or Awards grahtrdunder, except that no Awards may
be granted to an employee while he or she is aluseleave.

(c) No Participant shall have any righgsa shareholder with respect to any shares subjéetards granted to him or her under this
Plan prior to the date as of which he or she igalst recorded as the holder of such shares upmsttitk records of the Company.

(d) If any provision of this Plan is czdomes invalid, illegal or unenforceable in anysdiction, or would disqualify the Plan or any
Award under any law deemed applicable by the Cotemisuch provisions shall be construed or deemmethded or limited in scope to
conform to applicable laws or, in the discretiortted Committee, it shall be stricken and the reaairof the Plan shall remain in full force
and effect.

-21-






Exhibit 21

SUBSIDIARIES

Listed below are the principal subsidiaries andtgdnvestments of Kaiser Aluminum Corporation, the
jurisdiction of their incorporation or organizaticemd the names under which such subsidiaries sioéss. Thi
Companys ownership is indicated for its equity investméZertain subsidiaries are omitted which, considanettie
aggregate as a single subsidiary, would not cansti significant subsidiary.

Place of
Incorporation or
Name Organization
Kaiser Aluminum Investments Compa Delaware
Kaiser Aluminum Fabricated Products, LI Delaware
Kaiser Aluminium International, Inc Delaware
Kaiser Aluminum & Chemical Corporation, LL Delaware

Anglesey Aluminium Limited (49)% United Kingdom




Principal Domestic Operations and

Administrative Offices

Principal Worldwide Operatior

Arizona
Chandlel
Fabricated Produc
California
Foothill Ranct
Corporate Headquarte
Los Angeles (City of Commerc
Fabricated Produc

Michigan
Detroit (Southfield
Automotive Produc
Development and sal
Ohio
Newark
Fabricated Produc
Oklahoma
Tulsa
Fabricated Produc
Canade

Kaiser Aluminum & Chemical ¢
Canada Limited (100)%
Fabricated Produc

South Carolin
Greenwoo(
Fabricated Produc
Tennesse
Jacksor
Fabricated Produc
Texas
Shermar
Fabricated Produc
Virginia
Richmond
Fabricated Produc

Washingtor
Richland
Fabricated Produc
Trentwood
Fabricated Produc

Wales, United Kingdon

Anglescy Aluminum Ltd. (49)%

Primary Aluminum






Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ini®egion Statement No. 333-135613 on Form S-8unfreport dated February 25, 2008,
relating to the consolidated financial statemefitsaiser Aluminum Corporation, which report expressn unqualified opinion and includes
an explanatory paragraph regarding Kaiser Alumii@orporation emerging from bankruptcy on July 6,2G08] the effectiveness of Kaiser

Aluminum Corporation’s internal control over finaalcreporting, appearing in this Annual Report @i 10-K of Kaiser Aluminum
Corporation for the year ended December 31, 2007.

Costa Mesa, California
February, 25, 2008






Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Jack A. Hockema, certify that:
1. | have reviewed this report on Form 10-KKaiser Aluminum Corporation;

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state 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 statesy 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 officerdal are responsible for establishing and maintgjrdisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rule 13a-15
(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controlspandedures, or caused such disclosure controlp@rtddures to 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, particularly during the petin which this report is being prepared,;

b) designed such internal control oveaficial reporting, or caused such internal cortvelr financial reporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c¢) evaluated the effectiveness of thésteant’'s disclosure controls and procedures amdgnted in this report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any changethé registrant’s internal control over finanaigborting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
function):

a) all significant deficiencies and matkweaknesses in the design or operation of ialezantrol over financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not materiadittimvolves management or other employees who aawgnificant role in the registrant’s
internal control over financial reporting.

Date: February 25, 2008 /sl Jack A. Hockema
Jack A. Hockeme
Chief Executive Officer

A signed original of this written statemenqu&ed by Section 302 has been provided to Kaidem#fkum Corporation and will be retained
by Kaiser Aluminum Corporation and furnished to 8exurities and Exchange Commission or its stafhugquest.






Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

[, Joseph P. Bellino, certify that:
1. | have reviewed this report on Form 10-KKaiser Aluminum Corporation;

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit 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 officerdal are responsible for establishing and maintgjrdisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rule 13a-15
(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controlspandedures, or caused such disclosure controlp@rtddures to 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, particularly during the petin which this report is being prepared,;

b) designed such internal control oveaficial reporting, or caused such internal cortvelr financial reporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c¢) evaluated the effectiveness of thésteant's disclosure controls and procedures amdgnted in this report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any changethé registrant’s internal control over finanaigborting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
function):

a) all significant deficiencies and matkweaknesses in the design or operation of ialezantrol over financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not materiadittimvolves management or other employees who aawgnificant role in the registrant’s
internal control over financial reporting.

Date: February 25, 2008 /sl Joseph P. Bellinc
Joseph P. Bellinc
Principal Financial Officer

A signed original of this written statemenqué&ed by Section 302 has been provided to Kaidemfkum Corporation and will be retained
by Kaiser Aluminum Corporation and furnished to 8exurities and Exchange Commission or its stafhugquest.
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

February 25, 2008

In connection with the Annual Report on For@aKLby Kaiser Aluminum Corporation, a Delaware amgtion (the “Company”), for the
year ended December 31, 2007 (‘Report”), as filed on the date hereof with the @#tees and Exchange Commission, the undersigraadk J

A. Hockema, Chief Executive Officer of the Compadges hereby certify, pursuant to 18 U.S.C. 1358dapted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that to such officknowledge:

(1) The Report fully complies with thejrerements of Section 13(a) or 15(d) of the SemgiExchange Act of 1934 (15 U.S.C. 78m or
780(d)); and

(2) The information contained in the Redairly presents, in all material respects, timafcial condition and results of operations of
the Company as of the dates and for the period®sesed in the Report.

IN WITNESS WHEREOF, the undersigned heecated this certification as of the date first\abuovritten.

/s/ Jack A. Hockema
Jack A. Hockema
Chief Executive Officer

A signed original of this written statemenqu&ed by Section 906 has been provided to Kaidem#fkum Corporation and will be retained
by Kaiser Aluminum Corporation and furnished to 8exurities and Exchange Commission or its stafhugquest.
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

February 25, 2008

In connection with the Annual Report on For@aKLby Kaiser Aluminum Corporation, a Delaware amgtion (the “Company”), for the
year ended December 31, 2007 (‘Report”), as filed on the date hereof with the @#tees and Exchange Commission, the undersigned,
Joseph P. Bellino, Principal Financial Officer bétCompany, does hereby certify, pursuant to 18QJ.8350 as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, thauch officer’'s knowledge:

(1) The Report fully complies with thejrerements of Section 13(a) or 15(d) of the SemgiExchange Act of 1934 (15 U.S.C. 78m or
780(d)); and

(2) The information contained in the Refairly presents, in all material respects, timafcial condition and results of operations of
the Company as of the dates and for the period®sesed in the Report.

IN WITNESS WHEREOF, the undersigned hescated this certification as of the date first\abuovritten.

/sl Joseph P. Bellinc
Joseph P. Bellinc
Principal Financial Officer

A signed original of this written statemenqué&ed by Section 906 has been provided to Kaidem#fkum Corporation and will be retained
by Kaiser Aluminum Corporation and furnished to 8exurities and Exchange Commission or its stafhugquest.
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