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PART |

ltem 1. Business
Forward-Looking Statements

This Annual Report on Form 10-K contains steats which constitute “forward-looking statementgthin the meaning of the Private
Securities Litigation Reform Act of 1995. Thesetataents appear throughout this Report, includimgltem 1. “Business — Business
Operations,” Item 1A. “Risk Factors,” and Item Rlgnagement’s Discussion and Analysis of Financ@miditions and Results of Operations.
These forward-looking statements can be identifigthe use of forward-looking terminology such bslfeves,” “expects,” “may,”
“estimates,” “will,” “should,” “plans,” or “anticimtes,” or the negative of the foregoing or othefateons or comparable terminology, or by
discussions of strategy.

”ou

Readers are cautioned that any such forwarkiflg statements are not guarantees of future pedioce and involve significant risks and
uncertainties, and that actual results may vamnftioose in the forward-looking statements as atre$warious factors. These factors include:
the effectiveness of managemeargtrategies and decisions; general economic asiddss conditions, including cyclicality and otlenditions
in the aerospace and other end markets we servelogenents in technology; new or modified statutoryegulatory requirements; changing
prices and market conditions; and other factorsudised in Item 1A. “Risk Factors” and elsewherthis Report.

Readers are urged to consider these factoefutlyt in evaluating any forward-looking statemeand are cautioned not to place undue
reliance on these forward-looking statements. Dnedird-looking statements included herein are nuade as of the date of this Report, and
we undertake no obligation to update any infornrationtained in this Report or to publicly releasg eevisions to any forward-looking
statements that may be made to reflect eventsarrostances that occur, or that we become awagdtef,the date of this Report.

Availability of Information

We make available our Annual Reports on FoBaiK1Quarterly Reports on Form 10-Q, Current Report Form 8-K, and amendments to
those reports, filed or furnished pursuant to secti3(a) or 15(d) of the Securities Exchange Act84, free of charge through our Internet
website at www.kaiseraluminum.camder the heading “Investor Relations” as sooreasanably practicable after we electronically $ieh
material with or furnish it to the Securities amxtBange Commission (“SEC”). The public also mayraad copy any of these materials at the
SEC'’s Public Reference Room, 100 F Street, NE, \Mgstn, D.C. 20549. Information on the operatiorihgf Public Reference Room may be
obtained by calling the SEC at 1-800-732-0330. $B€ also maintains an Internet site that contdiestompany’s filings; the address of that
site is http://www.sec.gov.

Business Overview

Kaiser Aluminum Corporation is an independabricated aluminum products manufacturing compaitly net sales of approximately
$1.5 billion in 2008. We were founded in 1946 apemted nine production facilities in the Unitedt8s and one in Canada at December 31,
2008. We manufacture rolled, extruded, drawn anglefd aluminum products within three end use categ@onsisting of aerospace and high
strength products (which we refer to as Aero/HSIpots), general engineering products (which werefas GE products) and custom
automotive and industrial products (which we refeas Custom products).

We produced and shipped approximately 559anitbounds of fabricated aluminum products in 2@@8ch comprised 89% of our total net
sales. We have long-standing relationships withomstomers, which include leading aerospace corapaautomotive suppliers and metal
distributors. We strive to tightly integrate themagement of the operations within our FabricatextiBcts segment across multiple production
facilities, product lines and target markets inesrthb maximize the efficiency of product flow toraustomers. In our served markets, we seek
to be the supplier of choice by pursuing “Best Iag8” customer satisfaction and offering a broaatipct portfolio.
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In order to capitalize on the significant gtbvin demand for high quality heat treat aluminuate products in the market for Aero/HS
products, in the third quarter of 2005 we begaregomexpansion at our Trentwood facility in SpokaWashington. The three phase expansion
amounted to approximately $139 million in capitaléstment and the final phase of the expansioncaampleted in the fourth quarter of 2008.
The Trentwood expansion significantly increasedaluminum plate production capacity and enabletbysoduce thicker gauge aluminum
plate.

In 2007, we announced a $91 million investngrngram in our rod, bar and tube value streamudinl a facility to be located in
Kalamazoo, Michigan, as well as improvements aehaxisting extrusion and drawing facilities. Timgestment program is expected to
significantly improve the capabilities and efficoées of our rod and bar and seamless extruded rawechdube operations and enhance the
market position of such products. We expect théifiain Kalamazoo, Michigan to be equipped withawextrusion presses and a remelt
operation. Completion of these investments is ebgqueto occur by early 2010.

In December 2008, we announced plans to dpeeations at our Tulsa, Oklahoma extrusion facditd significantly reduce operations at
our Bellwood, Virginia facility. The Tulsa and Beibod facilities primarily produce extruded seamiegse and rod and bar products sold
principally to service centers for general engiitepapplications. The operations and workforce otidas were a result of deteriorating
economic and market conditions. Approximately 4pkyees at the Tulsa, Oklahoma facility and 125 legges at the Bellwood, Virginia
facility were affected. The Tulsa, Oklahoma plamtsvelosed in late December 2008 and we expectniplete the curtailment at the Bellwood,
Virginia plant by early 2009.

In addition to our core Fabricated Productsrapions, we have a 49% ownership interest in AsgléAluminium Limited (which we refer
as “Anglesey”), a company that owns an aluminumi@nbased in Holyhead, Wales. Anglesey producezkioess of 300 million pounds of
primary aluminum in each of 2006 and 2007 and apprately 260 million pounds of primary aluminuma008, with 49% of such production
being made available to us. During 2008, salesuoportion of Anglesey’s output represented 11%wftotal net sales.

Anglesey operates under a power agreemenptbsides sufficient power to sustain its aluminteduction operations at full capacity
through September 2009. The nuclear plant thatlegopower to Anglesey is currently slated for deaaissioning in late 2010. Anglesey has
worked intensively with government authorities aggncies to find a sustainable alternative to tivegp supply needs of the smelter, but has
been unable to reach a feasible solution. In Jgmfs2009, we announced that we expect Anglesdyliy curtail its smelting operations at the
end of September 2009, when its current power aohéxpires. Although Anglesey will continue to gue alternative sources of affordable
power, as of the date of filing of this Report,sturces have been identified that would allow thiaterrupted continuation of smelting
operations. Additionally, Anglesey is expected talaate alternative operating activities in lingtwthe needs of the local community and
market opportunities, including the potential contition of remelt and casting operations and tbdywstion of anodes for use by other
smelting facilities. Taking into account Angleseirability to obtain affordable power, the resutiexpected curtailment of smelting
operations, the growing uncertainty with respedhmfuture of Anglesey’s operations, and Angles&xpected cash requirements for
redundancy and pension payments, we do not expeetéive any dividends from Anglesey in the futanel, as a result, we fully impaired our
49% equity investment in Anglesey in our 2008 fhuqtiarter results.

Business Operations

» Fabricated Products Business Unit

Overview

Our Fabricated Products business unit prodratksi, extruded, drawn, and forged aluminum patswsed principally for aerospace and
defense, automotive, consumer durables, electrogliestrical, and machinery and equipment end-ppécations. In general, the Fabricated
Products business unit manufactures products irobtteee broad categories: Aero/HS products; Gilpets; and Custom products. During
2008, 2007, the period from July 1, 2006 througleddeber 31, 2006 and the period from January 1, 2006ly 1, 2006, our North American
fabricated products manufacturing facilities proelliand shipped approximately 559, 548, 250, andW@lli®n

2




pounds of fabricated aluminum products, respectiwehich accounted for approximately 89%, 86%, 859 86% of our total net sales for
2008, 2007, the period from July 1, 2006 througleddeber 31, 2006 and the period from January 1, 2006ly 1, 2006, respectively.

Types of Products Produced

The aluminum fabricated mill products marlebioadly defined to include the markets for figlted, extruded, drawn, forged and cast
aluminum products, used in a variety of end-usdiegtjpns. We participate in certain portions of timarkets for flat-rolled, extruded/drawn
and forged products focusing on highly engineeredycts for Aero/HS products, GE products, and @uagproducts. The portions of the
markets in which we participate accounted for apipnately 20% of total North American shipments hfmainum fabricated mill products in
2008.

Aerospace and High Strength Product®ur Aero/HS products include high quality heagtrplate and sheet, as well as cold finish bar,
seamless drawn tube and billet that are manufattordemanding specifications for the global aesospand defense industries. These
industries use our products in applications thatated high tensile strength, superior fatigue rasis¢ properties and exceptional durability
even in harsh environments. For instance, aerogpaoafacturers use high-strength alloys for a waeé structures that must perform
consistently under extreme variations in tempeeatnd altitude. Our Aero/HS products are used feida variety of end uses. We make
aluminum plate and tube for aerospace applicatimmd we manufacture a variety of specialized ratltzar products that are incorporated in
diverse applications. The aerospace and defendeeti'aconsumption of fabricated aluminum produstdriven by overall levels of industrial
production, airframe build rates, which are cydlicanature, and defense spending, as well asdtengial availability of competing materials
such as composites. Demand growth has increaséhid&rplate with growth in “monolithic” constructih of commercial and other aircraft. In
monolithic construction, aluminum plate is heavitachined to form the desired part from a single@iaf metal (as opposed to creating parts
using aluminum sheet, extrusions or forgings thatadfixed to one another using rivets, bolts oldsg Military applications for heat treat pl
and sheet include aircraft frames for military asel skins and armor plating to protect ground Jekifrom explosive devices. Products sold
for Aero/HS applications represented 28% of our8fricated products shipments. Aero/HS produetssales in 2008 were approximately
38% of our 2008 fabricated products net sales.

General Engineering ProductsGE products consist primarily of standard catalems sold to large metal distributors. Our GEdurats
consist of 6000-series alloy rod, bar, tube, shate and standard extrusions. The 6000-serieg @llan extrudable mediustrength alloy the
is heat treatable and extremely versatile. Our @ieycts have a wide range of uses and applicatinasy of which involve further fabrication
of these products for numerous transportation @herandustrial end-use applications where mackjihplate, rod and bar is intensive. For
example, our products are used in the enhancerhemititary vehicles, in the specialized manufaatgriprocess for liquid crystal display
screens, and in the vacuum chambers in which sewhicxtors are made. Our rod and bar products arefaetared into rivets, nails, screws,
bolts and parts of machinery and equipment. Dengaodth and cyclicality for GE products tend to mirbroad economic patterns and
industrial activity in North America. Demand is @lisnpacted by the destocking and restocking ofritwey in the full supply chain. Products
sold for GE applications represented 46% of out82@dricated products shipments. GE products res $a 2008 were approximately 41% of
our 2008 fabricated products net sales.

Custom Automotive and Industrial ProductQur Custom products consist of extruded/drawnfarged aluminum products for many
North American automotive and industrial end ugeduding consumer durables, electrical/electromeachinery and equipment, automob
light truck, heavy truck and truck trailer appliiceits. Examples of the wide variety of custom prdduleat we supply to the automotive indu:
include extruded products for bumpers and anti-la@king systems, drawn tube for drive shafts amdifigs for suspension control arms and
drive train yokes. Other Custom product sales uelextruded products for water heater anodes, tradkrs and electrical/electronic markets.
For some Custom products, we perform limited fadiian, including sawing and cutting to length. Deh@rowth and cyclicality for Custom
products tend to mirror broad economic patternsiaddstrial activity in North America, with spedfindividual market segments such as
automotive, heavy truck and truck trailer applioas tracking their respective build rates. Prodsotd for Custom applications represented
26% of our 2008 fabricated products shipments. @ngiroducts net sales in 2008 were approximatedg 8f.our 2008 fabricated products net
sales.




End Markets In Which We Do Not Participat&Ve have elected not to participate in certain madkets for fabricated aluminum products,
including beverage and food cans, building and wano8on materials, and foil used for packaging. Wédieve our chosen end markets present
better opportunities for sales growth and premiuitiqg of differentiated products. The markets veed elected to participate in represented
approximately 7% of the North American flat rollpibducts market and 55% of the North American esktnu market in 2008.

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

Flat rolling. The traditional manufacturing process for aluminflat-rolled products uses ingot, a large rectdagsiab of aluminum, as
the starter material. The ingot is processed thicugeries of rolling operations, both hot and cbldishing steps may include heat treatment,
annealing, coating, stretching, leveling or sligtie achieve the desired metallurgical, dimensiama performance characteristics. Aluminum
flat-rolled products are manufactured using a v alloy mixtures, a range of tempers (hardnegadiges (thickness) and widths, and
various coatings and finishes. Flat-rolled aluminsgmi-finished products are generally either sfigader 0.25 inches in thickness) or plate
(up to 15 inches in thickness). The vast majorftthe North American market for aluminum flat-ral@roducts uses “common alloy”
material for construction and other applicationd baverage/food can sheet. However, these are gsdnd markets in which we have
chosen not to participate. Rather, we have focose@fforts on “heat treat” products. Heat treatdurcts are distinguished from common
alloy products by higher strength and other degrediuct attributes. The primary end use of hesttflat-rolled sheet and plate is for
Aero/HS and GE products.

Extrusion. The extrusion process typically starts with & tétet, which is an aluminum cylinder of varyitength and diameter. The fi
step in the process is to heat the billet to anatézl temperature whereby the metal is malleatiie.billet is put into an extrusion press and
pushed, or extruded, through a die that gives tatenal the desired twdimensional cross section. The material is eithuemghed as it leav
the press, or subjected to a post-extrusion heatrtrent cycle, to control the material’s physicalpgrties. The extrusion is then straightened
by stretching and cut to length before being haeden aging ovens. The largest end uses of extrpdatlicts are in the construction, general
engineering and custom markets. Building and canstn products represent the single largest eednerket for extrusions by a significant
amount. However, we have chosen to focus our effuitGE and Custom products because we believeaweedirong production capability,
well-developed technical expertise and high produetity with respect to these products.

Drawing. Drawing is a fabrication operation in which exted tubes and rods are pulled through a die, evrdr&he purpose of drawing
is to reduce the diameter and wall thickness wihilgroving physical properties and dimensions. Matenay go through multiple drawing
steps to achieve the final dimensional specificetidAero/HS products is a primary end-use marketisour focus.

Forging. Forging is a manufacturing process in which mistakressed, pounded or squeezed under great préstuhigh-strength parts
known as forgings. Forged parts are heat treattdénal shipment to the customer. The ersd applications are primarily in transportat
where high strength-to-weight ratios in producesalued. We focus our production on certain tygfesutomotive and sports vehicle
applications.

A description of the manufacturing processes @tegory of products at each of our productamilifies is shown below:

Manufacturing

Location Process Types of Products
Chandler, Arizon: Drawing Aero/HS
Greenwood, South Carolir Forging Custom
Jackson, Tenness Extrusion/Drawing Aero/HS, GE
London, Ontaric Extrusion Custom,GE
Los Angeles, Californi Extrusion GE, Custorr
Newark, Ohic Extrusion/Rod Rolling Aero/HS, GE
Richland, Washingto Extrusion Aero/HS, GE
Richmond, Virginia Extrusion/Drawinc GE, Custorr
Sherman, Texa Extrusion Custom,GE
Spokane, Washingtc Flat Rolling Aero/HS, GE
Tulsa, Oklahoma (1 Extrusion GE

(1) We closed our Tulsa, Oklahoma facility in Decemd@®8.




As can be seen in the table above, many ofamilities employ the same basic manufacturingpss and produce the same type of end use
products. Over the past several years, given thasieconomic and other characteristics at eacation, we have made a significant effort to
more tightly integrate the management of our Falbeid Products business unit across multiple matwrfag locations, product lines, and
target markets to maximize the efficiency of pradimwv to customers. Purchasing is centralizedsfeubstantial portion of the Fabricated
Products business unit's primary aluminum requinetsién order to maximize price, credit and otherdfis. Because many customers
purchase a number of different products that avdymwed at different plants, the sales force anch#éeagement are also significantly integre
We believe that integration of our operations alawg to capture efficiencies while allowing ouriliies to remain highly focused.

Raw Materials

We purchase substantially all of the primdomanum and recycled and scrap aluminum used toenoak fabricated products from third-
party suppliers. In a majority of the cases, wechase primary aluminum ingot and recycled and sataminum in varying percentages
depending on various market factors including pand availability. The price for primary aluminumarphased for the Fabricated Products
business unit is typically based on the Averagevisist Transaction Price (or “Midwest Price”), whitbm 2002 to 2008, has ranged between
approximately $.02 to $.08 per pound above theegrimded on the London Metal Exchange (or “LME"peeding on primary aluminum
supply/demand dynamics in North America. Recycled scrap aluminum are typically purchased at a stodiscount to ingot prices but can
require additional processing. In addition to pradg fabricated aluminum products for sale to tlpadties, certain of our production facilities
provide one another with billet, log or other imexdiate material in lieu of purchasing such itemsfthird party suppliers. For example, the
Richmond, Virginia facility typically receives sompertion of its metal supply from either (or botf) the London, Ontario or Newark, Ohio
facilities; and the Newark, Ohio facility also suipp billet and log to the Jackson, Tennesseeitigeihd extruded forge stock to the
Greenwood, South Carolina facility.

Pricing
The price we pay for primary aluminum, thenpipal raw material for our fabricated aluminumgwots business, typically is the Midwest
Price, which consists of two components: the pggeted for primary aluminum ingot on the LME and idwest transaction premium, a
premium to LME reflecting domestic market dynanasswell as the cost of shipping and warehousingaBse aluminum prices are volatile,

we manage the risk of fluctuations in the pricgiary aluminum through a combination of pricingipies, internal hedging and financial
derivatives. Our three principal pricing mechanisares as follows:

. Spot price. Some of our customers pay a product price tharporates the spot price of primary aluminum feefat the time of
shipment to a customer. This pricing mechanismcglpi allows us to pass commaodity price risk to thistomer

. Inde>-based price Some of our customers pay a product price tlwatrporates an ind-based price for primary aluminum such
Platt’s Midwest price for primary aluminum. Thisging mechanism also typically allows us to pasmemdity price risk to the
customer

. Firm price. Some of our customers pay a firm price. We bearrnodity price risk on firi-price contracts, which we hedge w
financial derivatives. For internal reporting pusps, whenever the Fabricated Products businesentgits into a firm price contract, it
also enters into an “internal hedge” with the Priyn&luminum business unit, so that all the metatgrisk resides in the Primary
Aluminum business unit. Results from internal hedgctivities between the two business units dneighted in consolidatior
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We introduced an energy surcharge for newrsrded new contracts placed beginning July 1, 2088.surcharge is intended to pass
through increases over the 2007 average pricasatoiral gas, electricity and diesel fuel costs. /hie intend to maintain the surcharge as
of our routine pricing mechanism to pass on higimargy costs in the future, at current energy priadich are below the 2007 average prices,
the surcharge has no effect.

Sales, Marketing and Distribution

Industry sales margins for fabricated prodfictstuate in response to competitive and markeadyics. Sales are made directly to custol
by our sales personnel located in the United St&tasada and Europe, and by independent salessageigia, Mexico and the Middle East.
Our sales and marketing efforts are focused omidukets for Aero/HS, GE, and Custom products.

Aerospace and High Strength Product8pproximately 50% of our Aero/HS product shipngeate sold to distributors with the remainder
sold directly to customers. Sales are made prignariler contracts (with terms spanning from one y@aeveral years) as well as on an order-
by-order basis. We serve this market with a Nomhefican sales force focused on Aero/HS and GE mtedand direct sales representatives in
Western Europe. Key competitive dynamics for Ae®#fbtoducts include the level of commercial aircecafistruction spending (which in turn
is often subject to broader economic cycles) arfdre spending.

General Engineering ProductsA substantial majority of our GE products aredsol large distributors in North America, with orde
primarily consisting of standard catalog items pkighwith a relatively short lead-time. We servigis tmarket with a North American sales
force focused on GE and Aero/HS products. Key cditiyee dynamics for GE products include productpriproduct-line breadth, product
quality, delivery performance and customer service.

Custom Automotive and Industrial ProductQur Custom products are sold primarily to fifst utomotive suppliers and industrial end
users. Sales contracts are typically medium to tenm in length. Almost all sales of Custom produmtcur through direct channels using a
North American direct sales force that works clgseith our technical sales organization. Key demdriders for our automotive produc
include the level of North American light vehicleanufacturing and increased use of aluminum in Vegiim response to increasingly strict
governmental standards for fuel efficiency. Demfordndustrial products is directly linked to thieeigth of the U.S. industrial economy.

Customers

In 2008, our Fabricated Products businesshadtapproximately 600 customers. The largestaRedi Steel & Aluminum, and the five
largest customers for fabricated products accouistedpproximately 18% and 39%, respectively, af oet sales in 2008. The loss of Reliat
as a customer, would have a material adverse effeas. However, we believe that our relationshiiReliance is good and the risk of los:
Reliance as a customer is remote.

Research and Development

We operate three research and developmerdgrser®ur Rolling and Heat Treat Center and ouraMegical Analysis Center are both
located at our Trentwood facility in Spokane, Wasglon. The Rolling and Heat Treat Center has coragiet rolling, cold rolling and heat
treat capabilities to simulate, in small lots, gresing of flat-rolled products for process and pmdievelopment on an experimental scale. The
Metallurgical Analysis Center consists of a fulltalegraphic laboratory and a scanning electrorrasicope to support research development
programs as well as respond to plant technicaiearequests. The third center, our Solidificato Casting Center, is located in Newark,
Ohio and has a developmental casting unit capdliasting billets and ingots for extrusion andinglexperiments. The unit is also capable of
casting full size billets and ingots for processimgthe production extrusion presses and rollingsmi
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The combination of this R&D work and concurrentgrot and process development with production ojmeraihas resulted in the creation and
delivery of value added Kaiser Selégpbroducts.

e Primary Aluminum Business Unit

Our Primary Aluminum business unit contains fvimary elements: (a) activities related to aueiests in and related to Anglesey and
(b) primary aluminum hedgingelated activities. Our Primary Aluminum busines# accounted for approximately 11%, 14%, 15% aith i
our total net sales for 2008, 2007, the period fduty 1, 2006 through December 31, 2006 and thiegé&om January 1, 2006 to July 1, 2006,
respectively.

Anglesey. We own a 49% interest in Anglesey, which ownslaminum smelter at Holyhead, Wales. Rio Tinto ®ms the remaining
51% ownership interest in Anglesey and has dayatpaperating responsibilities for Anglesey. Anglepeoduced in excess of 300 million
pounds of primary aluminum in each of 2006 and 280d approximately 260 million pounds of primaryralnum in 2008. We supply 49% of
Anglesey’s alumina requirements and purchase 498&gfesey’s aluminum output, in each case basea market-related pricing formula.
Anglesey produces billet, rolling ingot and sow floee United Kingdom and European marketplace. Wese share of Anglesey’s output to a
single third party at market prices. The price nege for sales of production from Anglesey typigapproximates the LME price. We also
realize a premium (historically between $.05 ari/ $er pound above LME price depending on the m)dar sales of value-added products
such as billet and rolling ingot.

To meet our obligation to sell alumina to Aeggy in proportion to our ownership percentagepwehase alumina under a contract that
provides adequate alumina for operations throughie®eber 2009 at prices that are based on marlkagpfor primary aluminum. We will need
to secure a new alumina contract for the perioer &eptember 2009 in the event Anglesey’s smetipegations continue beyond
September 2009, although as discussed below, erhtons are not expected to continue beyond 8dy@e2009. If, however such
operations were to continue, we can give no assareggarding our ability to secure a source of &lanon comparable terms, and, if we are
unable to do so, the results of our Primary Aluminoperations will be affected.

Anglesey operates under a power agreemenptbugides sufficient power to sustain its aluminteduction operations at full capacity
through September 2009. The nuclear plant thatlegppower to Anglesey is currently slated for daagissioning in late 2010. Anglesey has
worked intensively with government authorities aggncies to find a sustainable alternative to tveep supply needs of the smelter, but has
been unable to reach a feasible solution. In Jgmfa2009, we announced that we expect Anglesdylly curtail its smelting operations at the
end of September 2009, when its current power aohéxpires. Although Anglesey will continue to gue alternative sources of affordable
power, as of the date of filing of this Report,sources have been identified that would allow thieterrupted continuation of smelting
operations. Additionally, Anglesey is expectedalaate alternative operating activities in lingwtihe needs of the local community and
market opportunities, including the potential conttion of remelt and casting operations and tbeywtion of anodes for use by other
smelting facilities. Taking into account Angleseirability to obtain affordable power, the resutiexpected curtailment of smelting
operations, the growing uncertainty with respedh®future of Anglesey’s operations, and AngleseXpected cash requirements for
redundancy and pension payments, we do not expeeteive any dividends from Anglesey in the futame as a result, we fully impaired our
49% equity investment in Anglesey in our 2008 fhuqtiarter results.

Hedging. Our pricing of fabricated aluminum products, &dssed above, is generally intended to lockéorazersion margin
(representing the value added from the fabricgtimtess(es)) and to pass metal price risk ont@wstomers. However, in certain instances
do enter into firm price arrangements. In suchainsés, we have price risk on our anticipated pgratuminum purchases in respect of the
customer’s order. Total fabricated products shipmér which we were subject to price risk were 2289, 96 and 104 (in millions of pounds)
during 2008, 2007, the period from July 1, 200&tiygh December 31, 2006 and the period from JanLi@006 to July 1, 2006, respectively.

Whenever our Fabricated Products businesseuntgtrs into a firm price contract, our Primary iiaum business unit and Fabricated
Products business unit enter into an “internal k&dg that all the metal price risk
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resides in our Primary Aluminum business unit. Restom internal hedging activities between the segments eliminate in consolidation.
more fully discussed in Iltem 7A. “Quantitative a@dalitative Disclosures About Market Risk,” duritige last three years, our net exposure to
primary aluminum price risk at Anglesey offset gngiicant amount the volume of fabricated prodwgttgoments with underlying primary
aluminum price risk. As such, we considered oueas¢o Anglesey production overall to be a “naturatige against Fabricated Products firm
metal-price risk. However, since the volume of fadted products shipped under firm prices may moehmatched up on a month-to-month
basis with expected Anglesey-related primary aluwmirshipments and to the extent that firm price i@mt$ from our Fabricated Products
segment exceeded the Anglesey related primary alumishipments, we used third party hedging instnis® eliminate any net remaining
primary aluminum price exposure existing at anyetim

As a result of the expected curtailment of ksgy’s production discussed above, the “naturdgjgeagainst primary aluminum price
fluctuation created by our participation in thenpary aluminum market would be eliminated. Accordingve deemed it appropriate to incre:
our hedging activity to limit exposure to such pritsks, which may have an adverse effect on manftial position, results of operations and
cash flows.

Primary aluminum-related hedging activities aranaged centrally on behalf of our business setgnie minimize transaction costs, to
monitor consolidated net exposures and to allowrforeased responsiveness to changes in market$attedging activities are conducted in
compliance with a policy approved by our Board afebtors, and hedging transactions are only entietedafter appropriate approvals are
obtained from our hedging committee (which includaes chief executive officer and key financial o#fs).

Segment and Geographical Area Financial Information

The information set forth in Note 16 of NotesConsolidated Financial Statements includedeémIB. “Financial Statements and
Supplementary Data” regarding our segments andrgpbigal areas in which we operate is incorporaezein by reference.

Competition

The fabricated aluminum industry is highly quetitive. We concentrate our fabricating operationsighly engineered products for which
we believe we have production capability, techn@adertise, high product quality, and geographit @tiher competitive advantages. We
differentiate ourselves from our competition by quing “Best in Class” customer satisfaction whighliiven by quality, availability, price and
service, including delivery performance. Our prigneompetition in the global heat treated flat-rdlfgroducts is Alcoa, Inc. and Rio Tinto Plc
(through its ownership of Alcan’s fabricated aluomm products business). In the extrusion marketcevepete with many regional participants
as well as larger companies with national reach siscSAPA, Norsk Hydro ASA and Indalex. Some of @ampetitors are substantially larger,
have greater financial resources, and may have streegic advantages, including more efficienht®logies or lower raw material costs.

Our fabricated aluminum products facilities &rcated in North America. To the extent our cotitges have production facilities located
outside North America, they may be able to prodsioglar products at a lower cost. We may not be abladequately reduce costs to compete
with these products. Increased competition coulgsea reduction in our shipment volume and pradifitglor increase our expenditures, any
one of which could have a material adverse effaciur results of operations.

In addition, our fabricated aluminum produmtsnpete with products made from other materialsh & steel and composites, for various
applications, including aircraft manufacturing. hilingness of customers to accept substitutiamrsafuminum and the ability of large
customers to exert leverage in the marketplacedaae the pricing for fabricated aluminum prodwctsld adversely affect our results of
operations.

For the heat treat plate and sheet produets,aompetition is limited by technological expegtibat only a few companies have developed
through significant investment in research and mraent. Further, use of plate and sheet in safidtigal applications make quality and
product consistency critical factors. Suppliers tipsss a rigorous qualification process to sedlittame manufacturers. Additionally,
significant investment in infrastructure and spkogal equipment is required to supply heat treatgphnd sheet.
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Barriers to entry are lower for extruded aodjéd products, mostly due to the lower requiregdiment in equipment. However, the
products that we produce are somewhat differemtifitan the majority of products sold by competitdfée maintain a competitive advantage
by using application engineering and advanced poeagineering to distinguish our company and ocodyrcts. We believe our metallurgical
expertise and controlled manufacturing processablersuperior product consistency.

Employees

At December 31, 2008, we employed approxinga2e800 persons, of which approximately 2,440 wesrgployed in our Fabricated Products
business unit and approximately 60 were employeaxliircorporate group, most of whom are locateduinadfices in Foothill Ranch, Californ

The table below shows each manufacturing iorathe primary union affiliation, if any, and tle&piration date for the current union
contract. As discussed below, union affiliations aith the United Steel, Paper and Foresting, Ryianufacturing, Energy, Allied Industri
and Service Workers International Union, AFL — CE,C (“USW”) and International Association of Maaists (‘'IAM”).

Contract

Location Union Expiration Date
Chandler, Az Non-union (1) —
Greenwood, S( Non-union —
Jackson, TN Non-union —
London, Ontaric USW Canad: Feb 200¢
Los Angeles, C/ Teamster: May 2009
Newark, OH usw Sept 201(
Richland, WA Non-union —
Richmond, VA USW/IAM Nov 2010
Sherman, Tx IAM Dec 201C
Spokane, W# usw Sept 201(
Tulsa, OK USW (2) Nov 2010

(1) In November 2008, certain employees at owar@ler, Arizona plant voted for affiliation withehJSW. We had not completed
negotiation with the union as of December 31, 2088anuary 2009, the employees of Chandler exatdiseir rights to contest the vote
to affiliate with the USW. The issue is under reviwith the National Labor Relations Boa

(2) In December 2008, we closed our Tulsa, Oklahomiat glad entered into a closure agreement with thé/URursuant to the closu
agreement with the USW, in the event that we reballemployees at the Tulsa, Oklahoma plant poiddédvember 15, 2010, we will be
subject to the union contract that was in placergno the closure of our Tulsa, Oklahoma pl

As part of our chapter 11 reorganization,00& we entered into a settlement with the USW mdiggr among other things, pension and
retiree medical obligations. Under the terms ofdattlement, we agreed to adopt a position of aéytregarding the unionization of any of «
employees.

Environmental Matters

We are subject to numerous environmental Ewgsregulations with respect to, among other thiagsand water emissions and discharges;
the generation, storage, treatment, transportatmhdisposal of solid and hazardous waste; antetbase of hazardous or toxic substances,
pollutants and contaminants into the environmentnflliance with these environmental laws is and @dlhtinue to be costly.

Our operations, including our operations caned prior to our emergence from chapter 11 barkwip July 2006, have subjected, and |
in the future subject, us to fines or penaltiesditeged breaches of environmental laws and t@abtns to perform investigations or clean up
of the environment. We may also be subject to dditom governmental authorities or third partidatesl to alleged injuries to the
environment, human health or natural




resources, including claims with respect to waspabal sites, the clean up of sites currentlyoomerly used by us or exposure of individuals
to hazardous materials. Any investigation, clearoupther remediation costs, fines or penaltiegosts to resolve third-party claims, may be
significant and could have a material adverse efiacour financial position, results of operati@msl cash flows.

We have accrued, and will accrue as neceskargosts relating to the above matters that @asaonably expected to be incurred based on
available information. However, it is possible thatual costs may differ, perhaps significantlgpfrthe amounts expected or accrued, and
differences could have a material adverse effeauwrfinancial position, results of operations aagh flows. In addition, new laws or
regulations, or changes to existing laws and reiguis may occur, and we cannot assure you as tantteeint that we would have to spend to
comply with such new or amended laws and regulatmrthe effects that they would have on our fimgrmosition, results of operations and
cash flows.

Emergence From Reorganization Proceedings

From the first quarter of 2002 to June 30,&00iser and 25 of its subsidiaries operated unHapter 11 of the United States Bankruptcy
Code under the supervision of the United StatekBgutcy Court for the district of Delaware(the “Baaptcy Court”). Pursuant to a plan of
reorganization (the “Plan”), Kaiser and its sulwsiiis, which included all of our then-existing fiaated products facilities and operations and a
49% interest in Anglesey, emerged from chapterridudy 6, 2006. Pursuant to the Plan, all matgriaipetition debt, pension and post-
retirement medical obligations and asbestos anef atint liabilities, along with other pre-petitiataims (which in total aggregated at June 30,
2006 approximately $4.4 billion) were addressedrasdlved. Pursuant to the Plan, all of the equiigrests of Kaiser’s pre-emergence
stockholders were cancelled without consideratitijuity of the newly emerged Kaiser was issued aldeted to a third-party disbursing
agent for distribution to claimholders pursuanttte Plan.

All financial statement information before ydl, 2006 relates to Kaiser before emergence frioapter 11 (sometimes referred to herein as
the “Predecessor”). Kaiser after emergence is somestreferred to herein as the “Successor.” As ridhe discussed below, there will be a
number of differences between the financial statesmbefore and after emergence that will make coisgas of future and past financial
information difficult and may make it more diffidub assess our future prospects based on histpec@rmance.

We also made some changes to our accountiiggsoand procedures as part of the applicatioffregh start”accounting as required by t
American Institute of Certified Professional Acctamts Statement of Position 90-7 (“SOP 90-Fihancial Reporting by Entities in
Reorganization Under the Bankruptcy Ccand the emergence process. In general, our acogyntiicies are the same as or similar to those
historically used to prepare our financial stateteelm certain cases, however, we adopted diffeaecdunting principles for, or applied
methodologies differently to, our post emergennaritial statement information. For instance, wengkd our accounting methodologies with
respect to inventory accounting. While we still@aact for inventories on a last-in, first-out (“LIF{Cbasis after emergence, we are applying
LIFO differently than we did in the past. Specifigawe now view each quarter on a standalone fasisomputing LIFO; in the past, we
recorded LIFO amounts with a view to the entiredlsyear, which, with certain exceptions, tendecetult in LIFO charges being recorded in
the fourth quarter or second half of the year.

Legal Structure
In connection with our Plan, we restructurad aimplified our corporate structure. Our curremporate structure is summarized as follc

. We directly own 100% of the issued and outstandimares of capital stock of Kaiser Aluminum Investise&Company, a Delawa
corporation “KAIC™), which functions as an intermediate holding compi

. KAIC owns 49% of the ownership interests of Angleaad 100% of the ownership interests of eacl
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Item 1A.

Kaiser Aluminum Fabricated Products, LLC, a Deasvlimited liability company (“KAFP”), which hold$he assets and liabilities
associated with our Fabricated Products businesgextluding those assets and liabilities assediatith our London, Ontario
facility);

Kaiser Aluminum Canada Limited, an Ontario corparatwhich holds the assets and liabilities asgediavith our London, Ontar
facility and certain former Canadian subsidiartest tvere largely inactive

Kaiser Aluminum & Chemical Corporation, LLC, a Detare limited liability company, which, as a sucardsy merger to Kaise
Aluminum & Chemical Corporation, holds our remaipimor-operating assets and liabilities not assumed by K

Kaiser Aluminium International, Inc., a Delawa@rporation, which functions primarily as the setéour products delivered
outside the United State

Trochus Insurance Co., Ltd., a corporation formeBermuda, which has historically functioned agptiwe insurance compan
and

Kaiser Aluminum France, SAS, a corporation forrireBirance for the primary purpose of engaging arket development and
commercialization and distribution of our produict&Vestern Europe

Risk Factors

This Item may contain statements which constitédenard-looking statements” within the meaningloé tPrivate Securities Litigation
Reform Act of 1995. See Iten“Business — Forward-Looking Statements” for cautioninformation with respect to such forward-loogin
statements. Such cautionary information shoulddagliras applying to all forward-looking statementerever they appear in this Report.
Forward-looking statements are not guarantees of futuréop@mance and involve significant risks and uncerti@s. Actual results may vary
from those in forwar-looking statements as a result of a number obfadncluding those we discuss in this Item andwleere in this Report.

In addition to the factors discussed elsewhethkis Report, the risks described below areghskich we believe are the material risks we
face. The occurrence of any of the events discusskedv could significantly and adversely affect business, prospects, financial condition,
results of operations and cash flows as well asrétiing price of our common stock.

Recent economic factors.

The United States and global economies amewtly experiencing a period of substantial ecormouamcertainty with wide-ranging effects,

including:

disruption in global financial markets that haduced the liquidity available to us, our customeus suppliers and the purchasers
of products that materially affect demand for owatenials, including commercial airlines;

a substantially weakened banking and financisiesy with increasing risk and exposure to the irhpanon-performance by
banks committed to provide financing, hedging cetparties, insurers, customers and suppliers;

extreme volatility in commaodity prices reflectetbst recently by broad and unprecedented declivegsriaterially impact the
results of our hedging strategies, increase near ¢ash margin requirements, reduce the value oineentories and borrowing
base under our revolving credit facility and regulsubstantial non-cash charges as we adjust iogemalues and mark-to-
market our hedge positions;

substantial reductions in consumer spendingréthice the demand for applications that use ouwtyats, including commercial
aircraft, automobiles, trucks and trailers;

the rapid destocking of inventory levels throughitie supply chain in response to reduced demaddnareasing uncertainty;

reduced customer demand under existing contraststing in customers limiting purchases to carttral minimum volumes or
seeking relief from contractual obligations;

increasing risk that customers and suppliers lgaydate or seek protection under federal banlaypaws and reject existing
contractual commitments;

difficulty successfully executing our strategygrbwth through acquisitions;

the possibility of additional plant closures eductions in response to a prolonged or increasguaktion in demand for our
products;

pressure to reduce defense spending and demaadrfproducts used in defense applications as¢ieUnited States
government administration is faced with competiaonal priorities; and

the inability to predict with any certainty thiextiveness and long term impact of economic stirmgplans.



We are unable to predict the impact, severity duration of these events, any of which coulcelmmaterial adverse impact on our finar
position, results of operations and cash flows.

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

As a result of the effectiveness of our chapfieplan of reorganization, our Plan, on July @&, we began operating our business under a
new capital structure. In addition, we adoptedHrstmrt reporting in accordance with American bugéi of Certified Public Accountants
Statement of Position 90-7, or SOP 9(~ihancial Reporting by Entities in Reorganizationdér the Bankruptcy Codses of July 1, 2006.
Because SOP 90-7 requires us to account for oatsaard liabilities at their fair values as of #iective date of our Plan, our financial
condition and results of operations from and aftdy 1, 2006 are not comparable in some matersglaets to the financial condition or results
of operations reflected in our historical financ#tements at dates or for periods prior to JuB0D6.

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

The fabricated products segment of the alumimdustry is highly competitive. Competition iretkale of fabricated aluminum products is
based upon quality, availability, price and seryineluding delivery performance. Many of our cortitmes are substantially larger than we are
and have greater financial resources than we dbirery have other strategic advantages, includimgialum reduction capacity providing a
long term natural hedge that facilitates the offgrof fixed price contracts without margin exposumere efficient technologies or lower raw
material costs. Our facilities are primarily lochia North America. To the extent that our compesithave production facilities located outside
North America, they may be able to produce sinpladucts at a lower cost or sell those productslatver price during periods when 1
currency exchange rates favor foreign competittde.may not be able to adequately reduce our cogtsgaes to compete with these products.
Increased competition could cause a reduction irsbipment volumes and profitability or increase expenditures, any one of which could
have a material adverse effect on our financiaitjpos results of operations and cash flows.
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We depend on a core group of significant customers.

In 2008, our largest fabricated products austig Reliance, accounted for approximately 18%usffabricated products net sales, and our
five largest customers accounted for approximad@Bs of our fabricated products net sales. If ousterg relationships with significant
customers materially deteriorate or are terminatetiwe are not successful in replacing lost busiras financial position, results of
operations and cash flows could be materially ahaesely affected. In addition, a prolonged or éasing downturn in the business or finar
condition of any of our significant customers couldterially and adversely affect our financial piosi, results of operations and cash flows.

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

We import primary aluminum from, and manufaetfabricated products used in, foreign countige.also own 49% of Anglesey, and, at
least through September 2009, we will purchase ialaito supply to Anglesey, and we purchase alumifram Anglesey for sale to a third
party in the United Kingdom. Factors in the poltlg and economically diverse countries in whicheprate or have customers or suppliers,
including inflation, fluctuations in currency anutérest rates, competitive factors, civil unrest Ebor problems, could affect our financial
position, results of operations and cash flows. fdwancial position, results of operations and céshs could also be adversely affected by:

. acts of war or terrorism or the threat of war eragsm;

. government regulation in the countries in whichaperate, service customers or purchase raw matg
. the implementation of controls on imports, exportprices;

. the adoption of new forms of taxation and dut

. the imposition of currency restrictior

. the nationalization or appropriation of rights ¢her assets; ar

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

We derive a significant portion of our reveritgm products sold to the aerospace industry, wigdighly cyclical and tends to decline in
response to overall declines in industrial prodarctiThe commercial aerospace industry is histdyichiven by the demand from commercial
airlines for new aircraft. Demand for commerciateaft is influenced by airline industry profitaity, trends in airline passenger traffic, by the
state of the U.S. and world economies and numesthes factors, including the effects of terroridmrecent years, a number of major airlines
have also undergone chapter 11 bankruptcy and iexged financial strain from volatile fuel pric8$e aerospace industry also suffered
significantly in the wake of the events of Septemtie 2001, resulting in a sharp decrease glolalhew commercial aircraft deliveries and
order cancellations or deferrals by the majorrédi Continued financial instability in the indystierrorist acts or the increased threat of
terrorism may lead to reduced demand for new dirtinat utilize our products, which could adversaffect our financial position, results of
operations and cash flows. The military aerospadastry is highly dependent on U.S. and foreignegoment funding; however, it is also
driven by the effects of terrorism, a changing glgiolitical environment, U.S. foreign policy, rdgtory changes, the retirement of older
aircraft and technological improvements to newrafiteengines that increase reliability. The timidgration and severity of upturns and
downturns cannot be predicted with certainty. Aifatdownturn or reduction in defense spending cbalte a material adverse effect on our
financial position, results of operations and cims.

Reductions in defense spending for aerospace and-aerospace military applications could substantiatyduce demand for our product

Our products are used in a wide variety oftarly applications, including military jets, armdrgehicles and ordinance. The funding of U.S.
government programs is subject to congressionabapiations. Many of the programs in which we pap@te may extend several years;
however these programs are normally funded annu@lgnges in military strategy and priorities még& current and future programs.
Similarly there may be significant pressure to defense spending as the new administration enefigments around the world are faced
with competing national priorities. Reductions efehse spending will reduce the demand for ourysrtsdand could adversely affect our
financial position, results of operations and cimhs.
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Our customers may reduce their demand for alumingroducts in favor of alternative materials.

Our fabricated aluminum products compete wittducts made from other materials, such as steketamposites, for various applications.
For instance, the commercial aerospace industryibed and continues to evaluate the further us#teative materials to aluminum, such as
composites, in order to reduce the weight and aszehe fuel efficiency of aircraft. The willingisesf customers to accept substitutions for
aluminum or the ability of large customers to exeverage in the marketplace to reduce the prifandgabricated aluminum products could
adversely affect the demand for our products, palerly our aerospace and high strength produntstlaus adversely affect our financial
position, results of operations and cash flows.

Further downturns in the automotive and heavy dutyck and trailer industries could adversely affeotir net sales and profitability.

The demand for many of our general engineeaimdjcustom products is dependent on the producfiantomobiles, light trucks, SUVs, €
heavy duty vehicles and trailers in North Amerithe automotive industry is highly cyclical, as neshicle demand is dependent on consumer
spending and is tied closely to the overall strergjtthe North American economy. The North Amerieaomotive and heavy truck and trailer
industries have experienced severe downturns @ssklultiple production cuts by United States mantifrers may continue to adversely af
the demand for our products. The North Americaom@ative manufacturers are also burdened with sobatatructural costs, including
pension and healthcare costs that impact theiitpbality and labor relations and may ultimatelyguét in severe financial difficulty, including
bankruptcy. More recently, the three major autoreolmanufacturers in the United States have enceechtgerious financial difficulties as
automotive sales and production have substanti@ityined, and two of them have received finan@aisiance from the federal government. A
worsening of these companies’ financial conditiotheir bankruptcy could have further serious e@fem the Unites States and global
economies which, in turn, could worsen the condgiof the markets which directly affect the demahdur products. Similarly, a prolonged
decline in the demand for new automobiles and helaty trucks and trailers, particularly in the WnitStates, could have a material adverse
effect on our financial position, results of op@amas and cash flows.

Changes in consumer demand may adversely affecta@perations which supply automotive end users.

Increases in energy costs have resulted fts shiconsumer demand away from motor vehiclestically have a higher content of the
products we currently supply, such as light truamkd SUVs. The loss of business with respect ta,lack of commercial success of, one or
more particular vehicle models for which we arégaigicant supplier could have an adverse impacbonfinancial position, results of
operations and cash flows.

We face tremendous pressure from our automotivetoagers on pricing.

Cost cutting initiatives that our automotiwestomers have adopted generally result in incredsashward pressure on pricing and our
automotive customers typically seek agreementsiiagueductions in pricing over the period of puation. Pricing pressure may further
intensify, particularly in North America, as Notmerican automobile manufacturers pursue costrguttiitiatives. If we are unable to
generate sufficient production cost savings inftitere to offset any required price reductions, finaincial position, results of operations and
cash flows could be adversely impacted.

Because our products are often components of oustaimers’ products, reductions in demand for our piiects may be more severe than,
and may occur prior to reductions in demand for, ooustomers’ products.

Our products are often components of the e@ndygts of our customers. Customers purchasindadmicated aluminum products, such as
those in the cyclical automotive and aerospacesinidis, generally require significant lead timeha production of their own products.
Therefore, demand for our products may increas® psidemand for our customers’ products. Convgrsimand for our products may
decrease as our customers anticipate a downtuheiinrespective businesses. As demand for oupmests’ products begins to soften, our
customers typically reduce or eliminate their dedhior our products and meet the reduced demanithéar products using
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their own inventory without replenishing that intery, which results in a reduction in demand for products that is greater than the reduc
in demand for their products. This amplified reduetin demand for our products in the event of eagwing in our customers’ respective
businesses (de-stocking) may adversely affectinan€ial position, results of operations and cémivd.

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

The production of aluminum and fabricated ahum products is subject to unplanned events sa@xplosions, fires, inclement weather,
natural disasters, accidents, transportation imp¢ions and supply interruptions. Operational intetions at one or more of our production
facilities, particularly interruptions at our Trerdod facility in Spokane, Washington where our prettbn of plate and sheet is concentrated,
could cause substantial losses in our productipadty. Furthermore, because customers may be depeon planned deliveries from us,
customers that have to reschedule their own praztudue to our delivery delays may be able to paifguancial claims against us, and we r
incur costs to correct such problems in additioarty liability resulting from such claims. Intertigns may also harm our reputation among
actual and potential customers, potentially resglth a loss of business. To the extent these $cmsenot covered by insurance, our financial
position, results of operations and cash flows bmapdversely affected by such events.

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

Our revolving credit facility contains negatiand financial covenants and events of defaultrttegy limit our financial flexibility and ability
to undertake certain types of transactions. Fdaite, we are subject to negative covenants thatatour activities, including restrictions on
our ability to grant liens, engage in mergers, asflets, incur debt, engage in different businessalee investments, pay dividends, and
repurchase shares. If we fail to satisfy the comenaet forth in our revolving credit facility onather event of default occurs under the
revolving credit facility, we could be prohibitecbin borrowing. If we cannot borrow under the revdycredit facility, we could be required
seek additional financing, if available, or curtaiilr operations. Additional financing may not baitable on commercially acceptable terms, or
at all. If the revolving credit facility is termited and we do not have sufficient cash on hanéyoamy amounts outstanding under the facility,
we could be required to sell assets or to obtadtitiatal financing.

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

We are a holding company. Our subsidiarieslaonall of our operations and own substantiallypabur assets. Consequently, our cash
flow and our ability to meet our obligations or pdiyidends to our stockholders depend upon the flaghof our subsidiaries and the payment
of funds by our subsidiaries to us in the form widends, tax sharing payments or otherwise. Obssliaries’ ability to provide funding will
depend on their earnings, the terms of their inefifiess (including the revolving credit facilitygxtconsiderations and legal restrictions.

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

As the economy and markets for our productgertbrough economic downturns or supply otherwisgirts to exceed demand through
increases in capacity or reduced demand, it iasingly important for us to be a low cost produgdéthough we have undertaken and expect
to continue to undertake productivity and cost atida initiatives to improve performance, includidgployment of company-wide business
improvement methodologies, such as our productistem, the Kaiser Production System, which involhesintegrated utilization of
application and advanced process engineering asiddss improvement methodologies such as Leaniiser Total Productive Maintenance
and Six Sigma, we cannot assure you that all cfettitiatives will be completed or beneficial to ar that any estimated cost saving from ¢
activities will be fully realized. Even when we aele to generate new efficiencies successfulthénshort to medium term, we may not be
to continue to reduce cost and increase produgtxier the long term.
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Our profitability could be adversely affected bycireases in the cost of raw materials and freight.

The price of primary aluminum has historicdigen subject to significant cyclical price fludioas, and the timing of changes in the market
price of aluminum is largely unpredictable. Althdugur pricing of fabricated aluminum products isgelly intended to pass the risk of price
fluctuations on to our customers, we may not be &bpass on the entire cost of increases to aiowers or offset fully the effects of higher
costs for other raw materials through the use oftsarges and other measures, which may cause dfitapility to decline. There will also be a
potential time lag between increases in pricesdar materials under our purchase contracts anddhme when we can implement a
corresponding increase in price under our salesacts with our customers. As a result, we mayxposeed to fluctuations in raw material
prices, including aluminum, since, during the tilmg, we may have to bear the additional cost optiee increase under our purchase
contracts. If these events were to occur, theycchalve a material adverse effect on our finanaaltn, results of operations and cash flows.
In addition, an increase in raw material prices mwayse some of our customers to substitute othtsrials for our products, adversely
affecting our financial position, results of opéwat and cash flows due to both a decrease inetles sf fabricated aluminum products and a
decrease in demand for the primary aluminum prodaténglesey.

The price volatility of energy costs may adversaffect our profitability.

Our income and cash flows depend on the maigave fixed and variable expenses (including gneogts) at which we are able to sell our
fabricated aluminum products. The volatility in toef fuel, principally natural gas, and otheritytiservices, principally electricity, used by
production facilities affect operating costs. Faed utility prices have been, and will continudé& affected by factors outside our control, ¢
as supply and demand for fuel and utility servicelsoth local and regional markets. Future incrsasduel and utility prices may have a
material adverse effect on our financial positi@sults of operations and cash flows.

Our hedging programs may limit the income and cafftws we would otherwise expect to receive if o@dlging program were not in plac

From time to time in the ordinary course ofimess, we enter into hedging transactions to limitexposure to price risks relating to
primary aluminum prices, energy prices and foragrrency. To the extent that these hedging traiwecfix prices or exchange rates and
primary aluminum prices, energy costs or foreigahege rates are below the fixed prices or ratebkshed by these hedging transactions,
our income and cash flows will be lower than théyeowise would have been. Additionally, to the extidat primary aluminum prices, energy
prices and/or foreign currency exchange rates teewiaterially and adversely from fixed, floor oilicgy prices or rates established by
outstanding hedging transactions, we could incuigimacalls that could adversely impact our liquydiind result in a material adverse effect on
our financial position, results of operations aadttflows. Conversely, we are exposed to riskscéestsal with the credit worthiness of our
hedging counterparties. Non-performance by a copatty could have a material adverse effect orfioancial position, results of operations
and cash flows.
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Uncertainty of Anglesey is expected to precludeagition of future operating results and distribudh of dividends.

The agreement under which Anglesey receivegepexpires in September 2009, and the nucleditfasihich supplies such power is
scheduled to cease operations in 2010. We fullyaired our 49% equity investment in Anglesey ir2i8 fourth quarter results after
considering Anglesey’s inability to obtain affordalpower, the resulting expected curtailment of limg operations and the growing
uncertainty with respect to the future of Anglesegperations. While we expect Anglesey to contitouygursue alternative sources of afford:
power, no sources have been identified that wonébke the uninterrupted continuation of smeltingraions. Similarly, although we expect
Anglesey to continue to evaluate alternative ojegadctivities, including the potential continuatiof remelt and casting operations and the
production of anodes for use by other smeltinglifeas, the economic feasibility of alternative oging activities at Anglesey is highly
uncertain in the context of current economic caodg, Anglesey’s increasing exposure to higher jpensontributions following recent
declines in the value of the assets held by theTRito pension plan in which Anglesey participad®sl uncertainty with respect to future costs
and expenses Anglesey may incur in connection thigrcurtailment of smelting operations. Unless ae determine that current or future
operating results from Anglesey will be recoverakble will not recognize future operating resultanfr Anglesey. The expected inability to
recognize future operating results from Anglesey e anticipated loss of future dividend incomél, adversely affect our financial position,
results of operations and cash flows.

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 we operate.

Economic factors, including inflation and fluations in foreign currency exchange rates aretast rates in the countries in which we
operate, could affect our revenues, expenses anttg@f operations. In particular, lower valuatafrthe U.S. dollar against other currencies,
particularly the Canadian dollar, Euro and Britbund Sterling, may affect our profitability as soimportant raw materials are purchased in
other currencies, while products generally are sold.S. dollars.

Our ability to keep key management and other pensehin place and our ability to attract managemead other personnel may affect o
performance.

We depend on our senior executive officers@hdr key personnel to run our business. Thedbasiy of these officers or other key
personnel could materially and adversely affectaperations. Competition for qualified employeeamcompanies that rely heavily on
engineering and technology is intense, and thedbgsialified employees or an inability to attragttain and motivate additional highly skilled
employees required for the operation and expariour business could hinder our ability to imprawanufacturing operations, conduct
research activities successfully or develop matketproducts.

Our production costs may increase and we may natain our sales and earnings if we fail to maintagatisfactory labor relations.

A significant number of our employees are espnted by labor unions under labor contracts vétiing durations and expiration dates. All
of these contracts currently expire in 2009 and2@icluding labor contracts with the USW, coverthgee of our manufacturing locations or
approximately 36% of our employees, scheduled pirexn the fall of 2010. In addition, efforts byet USW are currently underway to orga
our Chandler, Arizona facility. We may not be atdgenegotiate or negotiate these or our otherlabotracts on satisfactory terms. As part of
any negotiation, we may reach agreements with oedpduture wages and benefits that could matgréaid adversely affect our future
financial position, results of operations and ci@ls. In addition, negotiations could divert maaagent attention or result in union-initiated
work actions, including strikes or work stoppaghst could have a material adverse effect on manitial position, results of operations and
cash flows. Moreover, the existence of labor agergmmay not prevent such union-initiated workaatdi

Our business is regulated by a wide variety of hband safety laws and regulations and compliancaybe costly and may adversely
affect our results of operations.

Our operations are regulated by a wide vaidétyealth and safety laws and regulations. Compé#awith these laws and regulations may be
costly and could have a material adverse effeawresults of operations. In addition, these lawd regulations are subject to change at any
time, and we can give you no assurance as to teetdiat any such changes would have on our dpasabr the amount that we would have
spend to comply with such laws and regulationsashsinged.
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Environmental compliance, clean up and damage claimay decrease our cash flow and adversely affectresults of operations.

We are subject to numerous environmental Ewdsregulations with respect to, among other thiagsand water emissions and discharges;
the generation, storage, treatment, transportatimhdisposal of solid and hazardous waste; antetease of hazardous or toxic substances,
pollutants and contaminants into the environmentnflliance with these environmental laws is and @dlhtinue to be costly.

Our operations, including operations condugiédr to our emergence from chapter 11 bankrugtaye subjected, and may in the future
subject, us to fines, penalties and expenseslfged breaches of environmental laws and to ofitigatto perform investigations or clean uy
the environment. We may also be subject to clanms fgovernmental authorities or third parties edao alleged injuries to the environment,
human health or natural resources, including clairtis respect to waste disposal sites, the cleaof gites currently or formerly used by us or
exposure of individuals to hazardous materials. Bawgstigation, clean-up or other remediation cd#tgs or penalties, or costs to resolve
third-party claims may be significant and could damaterial adverse effect on our financial posijtresults of operations and cash flows.

We have accrued, and will accrue, for codttirg to the above matters that are reasonablga®gd to be incurred based on available
information. However, it is possible that actuastsomay differ, perhaps significantly, from the amts expected or accrued. Similarly, the
timing of those expenditures may occur faster thaticipated. These differences could have a matsttizerse effect on our financial position,
results of operations and cash flows. In additiw laws or regulations or changes to existing lamg regulations may occur, including
government mandated green initiatives and limitegion carbon emissions, that increase the costroplexity of compliance, including the
increased regulation of carbon emissions. Diffeegncactual costs, the timing of payments for ppasly accrued costs and the impact of new
laws and regulations may have a material advefsetadn our financial position, results of operai@and cash flows.

Other legal proceedings or investigations or chasga the laws and regulations to which we are sutijenay adversely affect our results of
operations.

In addition to the matters described abovemag from time to time be involved in, or be thdjsat of, disputes, proceedings and
investigations with respect to a variety of mattarsluding matters related to personal injury, égpes, taxes and contracts, as well as other
disputes and proceedings that arise in the ordicauyse of business. It could be costly to additesse claims or any investigations involving
them, whether meritorious or not, and legal prooeggland investigations could divert managenseattention as well as operational resour
negatively affecting our financial position, resutif operations and cash flows.

Additionally, as with the environmental lawsdaregulations, the other laws and regulations vigimvern our business are subject to change
at any time. Compliance with changes to existimgsland regulations could have a material advefsetein our financial position, results of
operations and cash flows.

Product liability claims against us could result isignificant costs and could adversely affect oumdncial position, results of operations
and cash flow.

We are sometimes exposed to warranty and ptdidiility claims. While we generally maintainsmrance against many product liability
risks, a successful claim that exceeds our availaslurance coverage or that is no longer fullyied as a result of the insolvency of one or
more of the underlying carriers could have a materlverse effect on our financial position, resolt operations and cash flows.

Our rod, bar, and tube investment projects and atlegpansion projects may not be completed as schetlu

We are currently engaged in various investrpeojects, including investment in our rod, bar &ambe value stream to, among other things,
develop a production facility in Kalamazoo, Michigand various other expansion projects. Our alitityomplete these projects, and the
timing and costs of doing so, are subject to variosks associated with all major construction @ctg, many of which are beyond our control,
including
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technical or mechanical problems, economic conafitiand permitting. If we are unable to fully comelthese projects or if the actual costs for
these projects exceed our current expectationdjmancial position, results of operations and cisivs could be adversely affected.

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

A component of our growth strategy is to acg@idbricated products assets in order to complémanproduct portfolio. Our ability to do :
will be dependent upon a number of factors, inclgdiur ability to identify acceptable acquisiticendidates, consummate acquisitions on
favorable terms, successfully integrate acquires@tas obtain financing to fund acquisitions andpsupour growth and many other factors
beyond our control. Risks associated with acquoisgtiinclude those relating to:

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

. difficulties integrating the financial, technologl and management standards, processes, proseghdeontrols of the acquired
business with those of our existing operatic

. liability for known or unknown environmental coridits or other contingent liabilities not coveredibgemnification or insuranci

. greater than anticipated expenditures requireddanpliance with environmental or other regulataangards or for investments
improve operating result

. difficulties achieving anticipated operational impements
. incurrence of indebtedness to finance acquisit@nsapital expenditures relating to acquired asseid
. issuance of additional equity, which could resulfirther dilution of the ownership interests ofsting stockholders

We may not be successful in acquiring addéti@ssets, and any acquisitions that we do constenmay not produce the anticipated
benefits or may have adverse effects on our firsdupasition, results of operations and cash flows.

Our effective income tax rate could increase and terdally adversely affect our business.

We operate in multiple tax jurisdictions aray/tax on our income according to the tax lawshese jurisdictions. Various factors, some of
which are beyond our control, determine our effectax rate and/or the amount we are required ypipaluding changes in or interpretations
of tax laws in any given jurisdiction, our ability use net operating losses and tax credit carvydials and other tax attributes, changes in
geographical allocation of income and expense,camgudgment about the realizability of deferrex agsets. Such changes to our effective tax
rate could materially adversely affect our finahgiasition, liquidity, results of operations andshdlows.

Exposure to additional income tax liabilities due tudits could materially adversely affect our bosks.

Due to our size and the nature of our busjngssare subject to ongoing reviews by taxing fliiBons on various tax matters, including
challenges to various positions we assert on aanire tax and withholding tax returns. We accruernme tax liabilities and tax contingencies
based upon our best estimate of the taxes ultignatglected to be paid after considering our knogdedf all relevant facts and circumstances,
existing tax laws, our experience with previousituand settlements, the status of current tax éxations and how the tax authorities view
certain issues. Such amounts are included in faxgable or other non-current liabilities, as appiaip, and updated over time as more
information becomes available. We record additidaalexpense in the period in which we determira the recorded tax liability is less than
the ultimate assessment we expect. We are currembijgct to audit and review in a number of jugsidns in which we operate and have been
advised that further audits may commence in thé 1i2xnonths. For example, the Canadian Revenue &ggvhich we refer to as the CRA)
currently conducting an audit to determine whetherare in compliance with certain transfer pricamgl intercompany loan provisions. If it is
determined that we are not in compliance, we vdtllme entitled to certain tax rates on paymentsfoorr U.S. subsidiaries to and from our
Canadian company. It is reasonably possible trathount of our unrecognized tax benefits couldiB@antly increase or decrease within the
next 12 months.

We are exposed to risks relating to evaluationsohtrols required by Section 404 of the Sarbanesl&xAct of 2002.

We are required to comply with Section 404hef Sarbanes-Oxley Act of 2002. While we have aohetl that at December 31, 2008, we
have no material weaknesses in our internal canbeér financial reporting we cannot assure yotiwgawill not have a material weakness in
the future. A “material weakness” is a control digfincy, or combination of significant deficiencibat results in more than a remote likelihood
that a material misstatement of the annual orimténancial statements will not be prevented aiedted. If we fail to maintain a system of
internal controls over financial reporting that neetie requirements of Section 404, we might bgestilto sanctions or investigation by
regulatory authorities such as the SEC or by th6&NAQ Stock Market LLC. Additionally, failure to cgaty with Section 404 or the report by
us of a material weakness may cause investorséodonfidence in our financial statements and tmoksprice may be adversely affected. If
fail to remedy any material weakness, our finansiatements may be inaccurate, we may be subj@utrase in insurance costs, we may not
have access to the capital markets, and our stick may be adversely affected.

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

Our success will depend in part upon our pedgry technology and processes. Although we attémprotect our intellectual property
through patents, trademarks, trade secrets, cdpgrigonfidentiality and nondisclosure agreementsaher measures, these measures ma
be adequate
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particularly in foreign countries where the lawsynadfer significantly less intellectual propertygpection than is offered by the laws of the
United States. In addition, any attempts to enfonaeintellectual property rights, even if succegstould result in costly and prolonged
litigation, divert management’s attention and adedr affect our results of operations and cashdglolhe unauthorized use of our intellectual
property may adversely affect our results of openastas our competitors would be able to utilizehsproperty without having had to incur the
costs of developing it, thus potentially reducing celative profitability. Furthermore, we may hébgect to claims that our technology infring
the intellectual property rights of another. Evewithout merit, those claims could result in cgsthd prolonged litigation, divert
management’s attention and adversely affect ouwltsesf operations and cash flows. In addition,megy be required to enter into licensing
agreements in order to continue using technologyithimportant to our business. However, we mayrisble to obtain license agreements on
acceptable terms, which could negatively affectfancial position, results of operations and cisivs.

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

We have net operating loss carry-forwards@her significant U.S. tax attributes that we bedieould offset otherwise taxable income in
the United States. The net operating loss carnydods available in any year to offset our net téxatcome will be reduced following a more
than 50% change in ownership during any periodéof@secutive months (an "ownership change") asradnied under the Internal Revenue
Code of 1986 (the “Code”). Upon our emergence fobrapter 11 bankruptcy, we entered into a stocksfearestriction agreement with our
largest stockholder, a voluntary employee’s berafjcassociation, or, VEBA, that provides benefitiscertain eligible retirees represented by
certain unions and their spouses and eligible déges (which we refer to as the Union VEBA), and eertificate of incorporation was
amended to prohibit and void certain transfersuwfapmmon stock. Both reduce the risk that an osliprchange will jeopardize our net
operating loss carry-forwards. Because U.S. taxlilaits the time during which carrferwards may be applied against future taxes, wg mad
be able to take full advantage of the carry-forwdul federal income tax purposes. In addition,téxelaws pertaining to net operating loss
carry-forwards may be changed from time to timehghat the net operating loss carry-forwards mayeleiced or eliminated. If the net
operating loss carrferwards become unavailable to us or are fullyized, our future income will not be shielded froedéral income taxatio
and the funds otherwise available for general cateopurposes would be reduced.

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

In order to reduce the risk that an ownershignge would jeopardize the preservation of our E&&eral income tax attributes, including
operating loss carry-forwards, for purposes of iBast382 and 383 of the Code, upon emergence frapter 11 bankruptcy, we entered into a
stock transfer restriction agreement with our latggockholder, the Union VEBA, and amended anthted our certificate of incorporation to
include restrictions on transfers involving 5% owalep. These transfer restrictions may make owkstess attractive to large institutional
holders discourage potential acquirers from attamgpb take over our company, limit the price timestors might be willing to pay for shares
of our common stock and otherwise hinder the mé&deedur common stock.

We could engage in or approve transactions involyiour common shares that inadvertently impair theauiof our federal income tax
attributes.

Section 382 of the Code affects our abilityse our federal income tax attributes, including et operating loss carry-forwards, following
a more than 50% change in ownership during anygea 36 consecutive months, all as determined utideCode, an “ownership change.”
Certain transactions may be included in the catimriaof an ownership change, including transactionslving our repurchase or issuance of
our common shares. When we engage in or
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approve any transaction involving our common shtrasmay be included in the calculation of an os8h# change, our practice is to first
perform the calculations necessary to confirm thatability to use our federal income tax attrilsuiéll not be affected. These calculations are
complex and reflect certain necessary assumptieordingly, it is possible that we could approveengage in a transaction involving our
common shares that causes an ownership changeaheeitently impair the use of our federal incomedttributes.

We could engage in or approve transactions involyiour common shares that adversely affect signifitatockholders.

Under the transfer restrictions in our ceetife of incorporation, our 5% stockholders aresfiact, required to seek the approval of, or a
determination by, our Board of Directors beforeytbagage in transactions involving our common std¢k could engage in or approve
transactions involving our common stock that liout ability to approve future transactions involyiour common stock by our 5%
stockholders in accordance with the transfer m&#tris in our certificate of incorporation withdaotpairing the use of our federal income tax
attributes. In addition, we could engage in or agprtransactions involving our common stock thatseastockholders owning less than 5% to
become 5% stockholders, resulting in those stoddrslhaving to seek the approval of, or a detertioimdy, our Board of Directors under our
certificate of incorporation before they could eggéan future transactions involving our common ktdeor example, share repurchases reduce
the number of our common shares outstanding anld cawse a stockholder holding less than 5% torfneca 5% stockholder even though it
has not acquired any additional shares.

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

Our financial and operating results may baificantly below the expectations of public markeglysts and investors and the price of our
common stock may decline due to the following festo

. volatility in the spot market for primary aluminusmd energy cost
. changes in the volume, price and mix of the proslua sell;

. our annual accruals for variable payment oblayetito the Union VEBA and another VEBA that prowdenefits for certain other
eligible retirees and their surviving spouses digitde dependents (which we refer to as the SatB¥EBA);

. nor-cash charges including I-in, first-out, or LIFO, inventory charges and impairmentajdoof cost or market valuation adjustme
to inventory, mar-to-market gains and losses related to our derivatarestctions and impairments of fixed assets anesinvents

. global economic condition:

. unanticipated interruptions of our operations foy aeason
. variations in the maintenance needs for our faeslj

. unanticipated changes in our labor relatic

. cyclical aspects impacting demand for our produstst

. reductions in defense spendi
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Our annual variable payment obligations to the Umd/EBA and Salaried VEBA are linked with our profibility, which means that not
all of our earnings will be available to our stockiders.

We are obligated to make annual paymentsadjtiion VEBA and Salaried VEBA calculated basedonprofitability and therefore not ¢
of our earnings will be available to our stockhotd& he aggregate amount of our annual paymeriteete VEBAS is capped however at
$20 million and is subject to other limitations. Asesult of these payment obligations, our easarygl cash flows may be reduced. Although
our obligation to make annual payments to the UMBBA terminates for periods beginning after Decembl, 2012, the Union VEBA or
other groups representing our current and futuieetcehourly employees may seek to extend our abibg beyond the termination date. Any
such extension could have a material adverse effeour financial position, results of operations @ash flows.

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

The Union VEBA owns 24.2% of our outstandimmgnenon stock as of December 31, 2008. As a resgtiUnion VEBA has significant
influence over matters requiring stockholder apptpwcluding the composition of our Board of Ditexs. Further, to the extent that the Union
VEBA and other substantial stockholders were tdracbncert, they could potentially control anyiasttaken by our stockholders. This
concentration of ownership could also facilitatenorder proxy contests, tender offers, open mgskethase programs, mergers or other
purchases of our common stock that might othergige stockholders the opportunity to realize a puemover the then prevailing market
price of our common stock or cause the market pric@ir common stock to decline. We cannot assatetlyat the interests of our major
stockholders will not conflict with our intereststbe interests of our other investors.

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

Pursuant to an agreement, the United StepkrRnd Forestry, Rubber, Manufacturing, Energliedlindustrial and Service Workers
International Union, AFL-CIO, CLC, or USW, has ttight to nominate candidates which, if elected, ldaronstitute 40% of our Board of
Directors through December 31, 2012 at which tihneeWSW is required to cause any director nominagethe USW to submit his or her
resignation to our Board of Directors, which suksita our Board of Directors may accept or rejedtdrdiscretion. As a result, the directors
nominated by the USW have a significant voice mdlecisions of our Board of Directors. It is poksiihat the USW may seek to extend the
term of the agreement and its right to nominatedozembers beyond 2012.

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

In June 2007, our Board of Directors initiated payment of a regular quarterly cash dividénduarterly cash dividend has been paid in
each subsequent quarter and in June 2008, our Bb&idectors increased the payment of the regglearterly cash dividend. The future
declaration and payment of dividends, if any, Wwélat the discretion of the Board of Directors ailldepend on a number of factors,
including our results, financial condition, antiatpd cash requirements, and ability to satisfy it reflected in our revolver. We can give
no assurance that dividends will be declared aidlipahe future. Our revolving credit facility, amended on January 9, 2009, restricts our
ability to pay any dividends and prohibits us freepurchasing our common shares. Under our revoltiadit facility, we may pay cash
dividends only if we maintain $100 million in bowang availability and are not in default. In additi our revolving credit facility, as amend
limits dividends during any fiscal year to an agge amount not to exceed $25 million.
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Our certificate of incorporation includes transfetestrictions that may void transactions in our conom stock effected by 5% stockholders.

Our certificate of incorporation restricts tih@nsfer of our equity securities if either (1¢ tinansferor holds 5% or more of the fair market
value of all of our issued and outstanding equetyusities or (2) as a result of the transfer, eitingy person would become such a 5%
stockholder or the percentage stock ownership pfach 5% stockholder would be increased. Thedgatsns are subject to exceptions set
forth in our certificate of incorporation. Any trsfier that violates these restrictions is void afiltilve unwound as provided in our certificate of
incorporation.

Delaware law, our governing documents and the stdansfer restriction agreement we entered into et of our Plan may impede or
discourage a takeover, which could adversely affew value of our common stock.

Provisions of Delaware law, our certificateredorporation and the stock transfer restrictigreeament with the Union VEBA may
discourage a change of control of our company terdender offers for our common stock. We areantty subject to anti-takeover provisions
under Delaware law. These anti-takeover provisioymse various impediments to the ability of adtparty to acquire control of us, even if a
change of control would be beneficial to our exigtstockholders. Additionally, provisions of ourtificate of incorporation and bylaws
impose various procedural and other requiremertgwcould make it more difficult for stockholdaoseffect certain corporate actions. For
example, our certificate of incorporation authosipeir Board of Directors to determine the rightefg@rences and privileges and restrictions of
unissued shares of preferred stock without any epgetion by our stockholders. As a result, ouaiBloof Directors can authorize and issue
shares of preferred stock with voting or conversights that could adversely affect the voting tivew rights of holders of common stock. Our
certificate of incorporation also divides our BoafDirectors into three classes of directors werys for staggered terms. A significant effect
of a classified Board of Directors may be to détestile takeover attempts because an acquirer exydrience delays in replacing a majority
of directors. Moreover, stockholders are not paedito call a special meeting. Our certificaterafarporation prohibits certain transactions in
our common stock involving 5% stockholders or gartivho would become 5% stockholders as a resthiediransaction. In addition, we are
party to a stock transfer restriction agreement wie Union VEBA which limits its ability to traref our common stock. The general effect of
the transfer restrictions in the stock transfetrietion agreement and our certificate of incorpiomais to ensure that a change in ownership of
more than 45% of our outstanding common stock caooaur in any three-year period. These rights@modisions may have the effect of
delaying or deterring a change of control of ounpany and may limit the price that investors migétwilling to pay in the future for shares
our common stock.

Iltem 1B. Unresolved Staff Comments

None.
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Item 2. Properties

The locations of the principal plants and otlhaterially important physical properties relatbogour Fabricated Products business unit are
below:

Location Square footage Owned or Leased
Chandler, Arizon: 93,00( Lease(1)
Greenwood, South Carolir 185,00( Ownec
Jackson, Tenness 310,00( Ownec
Kalamazoo, Michigal 465,00( Lease(2)
London, Ontario (Canad; 265,00( Ownec
Los Angeles, Californi 183,00( Ownec
Newark, Ohic 1,293,001 Ownec
Richland, Washingto 45,00( Lease(3)
Richmond, Virginia 443,00( Ownec
Plainfield, lllinois 80,00( Lease(4)
Sherman, Texa 313,00( Ownec
Spokane, Washingtc 2,854,001 Owned/Lease(5)
Tulsa, Oklahomi 28,00( Ownec
Total 6,557,00!

(1) The Chandler, Arizona facility is subjectadease with a primary lease term that expire©BB82We have certain extension rights in
respect of the Chandler lea

(2) The Kalamazoo, Michigan facility is subject to ade with a 2033 expiration da
(3) The Richland, Washington facility is subject teeade with a 2011 expiration date, subject to gedzaiension rights held by L
(4) The Plainfield, lllinois facility is subject to adse with a 2010 expiration date and a renewabmstibject to certain terms and conditic

(5) 2,733,000 square feet is owned and 121,000 sgeatésfsubject to a lease with a 2010 expiratida dad a renewal option subject
certain terms and conditior

Plants and equipment and other facilitiesgareerally in good condition and suitable for thetended uses.

Our corporate headquarters located in Fod®atich, California, is a leased facility consistof@1,500 square feet.

Our obligations under the revolving creditifibicare secured by, among other things, lien®onU.S. production facilities. See Note 8 of
Notes to Consolidated Financial Statements includégem 8.“Financial Statements and Supplementary Data” dather discussion.
Item 3. Legal Proceedings

None.
Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of ouuggcholders during the fourth quarter of 2008.
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PART Il

Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters andssuer Purchases of Equity Securitie
Market Information
Our outstanding common stock is traded orNthgdaq Global Select Market under the ticker syrfi§al U.”
The following table sets forth the high and Isale prices of our common stock for each quarteetiod for fiscal years 2007 and 2008:

High Low
Fiscal 2007

First quarter $78.0( $57.0(
Second quarte $89.2/ $70.0¢
Third quarter $79.9¢ $52.7¢
Fourth quarte $80.7¢ $65.8¢
Fiscal 200¢

First quarter $79.8¢ $56.61
Second quarte $76.4¢ $53.2¢
Third quarter $55.4¢ $41.8¢
Fourth quarte $43.0( $15.01

Holders

As of January 30, 2009, there were approxitp®®&1 holders of record of our common stock.
Dividends

In June 2007, our Board of Directors initiated payment of a regular quarterly cash divideifd0018 per common share per quarter. In
June 2008, our Board of Directors increased theteuy cash dividend to $0.24 per common sharegparter. Each quarterly cash dividend
declared in 2007 and 2008 has been paid in thesgubkst quarter. Total cash dividends paid were@pe3 common share, or $7.4 million, in
2007 and $0.84 per common share, or $17.2 millio@P08.

In January 2009, our Board of Director dedaaaother quarterly cash dividend of $0.24 per comshare, or $4.8 million to shareholders
of record at the close of business on January @@, 2vhich was paid on February 13, 2009.

Future declaration and payment of dividentdany, will be at the discretion of the Board of&itors and will be dependent upon our results
of operations, financial condition, cash requiretagfuture prospects and other factors. We can igivassurance that any dividends will be
declared or paid in the future. On January 9, 2@@9entered into an amendment to our revolvingitfadility. Our revolving credit facility, a
amended restricts our ability to pay dividends prahibits us from repurchasing our common sharesleld our revolving credit facility, as
amended, we may pay cash dividends only if we raair#100 million in borrowing availability thereuad and are not in default or would not
be in default as a result of the dividend paymantl such dividends can not exceed $25 million duainy fiscal year.
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Stock Performance Graph

The following graph compares the cumulativaltshareholder return on the Company’s commorksigth: (i) the Russell 2000 of which
we are a component, and (ii) the S&P SmallCap &8e.graph assumes (i) an initial investment of $490f July 7, 2006, the first day on
which the Company’s common stock began tradindherNasdaq Stock Market, and (i) reinvestment lofii@idends. The performance graph
is not necessarily indicative of future performan€eur stock price.

COMPARISON OF 30 MONTH CUMULATIVE TOTAL RETURN=*
Among Kaiser Aluminum Corporation,
The Russell 2000 Index and The S&P SmallCap 600 Index
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Fiscal year ending December 31.

* $100 invested on 7/7/06 in stock or on 6/30/@&nidex-including reinvestment of dividenc

Our performance graph reflects the cumulatitarn of (i) the Russell 2000, a broad equity reaitkdex of which we are a component and
(ii) the S&P SmallCap 600. We elected to use th® S8nallCap 600 index after determining that no ighed industry or line-of-business
indexes were closely enough related to our industityusiness to provide a reasonable basis for adegn. Similarly, we determined that we
could not identify comparables to include in a pgraup that would provide a reasonable basis forgarison and that, as a result, an index
consisting of companies with similar market capttions was appropriate.

Issuer Repurchases of Equity Securities
We made no repurchases of our common sharagydhe quarter ended December 31, 2008.

In June 2008, our Board of Directors authatittee repurchase of up to $75 million of our comrsbares, with repurchase transactions to
occur in open-market or privately negotiated tratisas at such times and prices as management desgppeopriate and to be funded with our
excess liquidity after giving consideration to imm&l and external growth opportunities and futuastcflows. The program may be modified,
extended or terminated by our Board of Directoramst time. All shares repurchased under this stepkrchase program were treated as
treasury shares. In January 2009, we entered inéoveendment to our revolving credit facility thadlpibits us from repurchasing our common
shares. As a result, we can no longer repurchaseomumon shares or withhold common shares to gaisployee minimum statutory
withholding obligations without lender approval.
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Item 6. Selected Financial Data

The following table represents our selectadritial data. The table should be read in conjanstivith Item 7. “Management’s Discussion
and Analysis of Financial Condition and Result©Ogierations,” and Item 8. “Financial Statements Sngdplementary Data,” of this Report.

Year Ended December 31, 2006

Year Year July 1, 2006 Predecessor
Ended Ended through January 1, 2006 Year Ended
December 31 December 31 December 31 to December 31,
2008 2007 2006 July 1, 2006 2005 2004
(In millions of dollars, except shipments, averageales price and per share amounts)
Net sales $1,508.: $1,504. $667.£ $ 689.¢ $1,089.7 $942.
(Loss) income from continuin
operations (68.5) 101.( 26.2 3,136.¢ (1,112.7) (868.))
Income from discontinued operatic — — — 4.3 363.7 121.c
Cumulative effect of accountir
change — — — — 4.7 —
Net (loss) incomt $ (68.5) $ 101.C $ 26.2 $3,141.0 $ (753.7) $(746.5)
Basic (loss) income per sha
(Loss) income from continuing
operations $ (3.49 $ 5.0t $ 1.31 $ 39.3i $ (13.97) $(10.8¢)
Income from discontinued operatic — — — .05 4.57 1.52
Cumulative effect of accountir
change — — — — (.06) —
Net (loss) income per she $ (3.49 $ 5.0t $ 1.31 $ 39.4: $ (9.46€) $ (9.3¢)
Diluted (loss) income per shal
(Loss) income from continuing
operations $ (3.49 $ 4.9 $ 1.3C $ 39.31 $ (13.9%) $(10.8¢)
Income from discontinued operatic — — — .05 457 1.52
Cumulative effect of accountir
change — — — — (.06) —
Net (loss) income per she $ (3.49 $ 4.97 $ 1.3C $ 39.4: $ (9.46¢) $ (9.36)
Shipments (mm lbs 691.€ 705.( 326.¢ 350.¢ 637.5 615.2
Average realized third party sales
price (per Ib) $ 2.1¢ $ 212 $ 2.04 $ 197 $ 171 $ 15¢
Cash dividends declared per comn
share $ .6€ $ 54 $ — $ — — $ —
Capital expenditures, net of accou
payable $ 93.C $ 61.¢ $ 30.C $ 281 $ 31C $ 7.6
Depreciation expens $ 143 $ 11.¢ $ 5E $ 9.8 $ 19¢ $ 22:
Predecessor
December 31
2008 2007 2006 2005 2004
Total asset $1,145. $1,165.: $655.¢ $1,538.¢ $1,882.¢
Long-term borrowings, including amounts due witl
one yeal 43.C — 50.C 1.2 2.8
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The financial information for all prior perisdhas been reclassified to reflect discontinuedatjipms. See Note 22 of Notes to Consolidated
Financial Statements. Earnings (loss) per shareshark information for the Predecessor may not éaningful because, pursuant to the Plan,
the equity interests in the Company’s existing ldotders were cancelled without consideration.

In addition to the operational results presdnh Item 7. “Management’s Discussion and Analg$iBinancial Condition and Results of
Operations,” significant items that impacted theuits included, but were not limited to, the foliog:

2008:

We recorded $87.1 million of n-cash, pr-tax, unrealized mark to market losses on our déviegositions primarily as a result
the decline in metal pric

We recorded a $65.5 million lower of cost or nerkventory adjustment due to the decline in mptales. This inventory write-
down lowered the LIFO inventory values that hadrbestablished at relatively high prices duringithplementation of fresh start
accounting in July 200t

In December 2008, we announced plans to close tigesaat our Tulsa, Oklahoma extrusion facility aighificantly reduce
operations at our Bellwood, Virginia facility ingigonse to lower demand for products produced aetlozations. These actions,
which are expected to be completed by early 2089)lted in a restructuring charge of $8.8 milliorihie fourth quarter of 2008
related to employee termination benefits and dsgmirment.

Anglesey is expected to fully curtail its smeitioperations at the end of September 2009, whewitent power contract expires.
Based on a review of new facts and circumstanasctime into light during the fourth quarter of 8@hd early 2009 regarding
Anglesey, we currently do not expect to be ablestmver our investment in Anglesey. As a resultyeeorded an impairment
charge of $37.8 million and a corresponding de@¢adnvestment in and advances to unconsoliddfiicite.

On June 12, 2008, Anglesey suffered a signififaihire in the rectifier yard that resulted inagdlized fire in one of the power
transformers. As a result of the fire, Anglesey wpsrating below its maximum capacity during theosel half of 2008, returning
to its normal production level in the fourth quamé& 2008. In December 2008, Anglesey received Bllon in a partial insurance
settlement, of which $10 million was recorded agn@nease in our equity in earnings and an incréaser investment in Anglese
This amount was subsequently impaired at Decembe2®)8.

We announced a $75 million stock repurchase fgaommence after July 6, 2008. We repurchased’68Xhares of common
stock at a weighted-average price of $49.05 peaesioa total cost of $28.1 million, under the reghase plan. Our revolving credit
facility, as amended on January 9, 2009, currepribhibits us from repurchasing our common sharesduding under the repurchz
program.

We began drawing down on our revolving creditlfigcduring the last two quarters of 2008 and 1$86.0 million of outstanding
borrowings at December 31, 20(

We paid dividends totaling $17.2 million in 20(
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2007:
. During the fourth quarter we repaid our $50 millienm loan.

. In June 2007, our Board of Directors initiated gular quarterly dividend of $.18 per share. We paidl dividends of $7.4 millio
in 2007.

. In addition, in 2007 we determined that we met‘ttmore likely than not” criteria for recognitiorf our deferred tax assets and we
released the vast majority of the valuations allowea At December 31, 2007, total assets includédeferred tax assets of
$327.8 million.

. We emerged from chapter 11 bankruptcy on July 8620ith our the-existing fabricated product facilities and openmasi@nd ¢
49% interest in Anglesey. During the period fromuy 1, 2006 to July 1, 2006, we recorded gaimsgmergence and other
reorganization related benefits (costs) of appratéty $3.1 billion.

. We were in chapter 11 bankruptcy for the entireryParing 2005, we recorded reorganization costapgfroximately $1.2 billior

. We also recorded a $4.7 million charge as a resaltiopting accounting for conditional asset ratieat obligations

. We were in chapter 11 bankruptcy for the entirery

. We disposed of various foreign operations andnded settlement and termination charges relatélagetéermination of post-
retirement medical and pension benefits pl.

. During 2004, we recorded reorganization costs pfagamately $39 million

Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

This Annual Report on Form 10-K contains statemeshish constitute “forward-looking statements” witithe meaning of the Private
Securities Litigation Reform Act of 1995. Theséesteents appear throughout this Report and can éetified by the use of forward-looking
terminology such as “believes,” “expects,” “may, éstimates,” “will,” “should,” “plans” or “anticipat es” or the negative of the foregoing or
other variations of comparable terminology, or bygadissions of strategy. Readers are cautionedahgtsuch forward-looking statements are
not guarantees of future performance and involgaificant risks and uncertainties, and that acteedults may vary from those in the forward-
looking statements as a result of various factdrese factors include: the effectiveness of managesnstrategies and decisions; general
economic and business conditions including cydtigaind other conditions in the aerospace, autoreodind other end markets we serve;
developments in technology; new or modified stagubo regulatory requirements; and changing prigesl market conditions. This Item and
Item 1A.“Risk Factors” each identify other factors that ddwcause actual results to vary. No assurance cagiben that these are all of the
factors that could cause actual results to varyenatly from the forware¢looking statements.

In accordance with Section 404 of the Sarb&dey Act of 2002, our management, including ohie® Executive Officer and Chief
Financial Officer, conducted an evaluation of aueinal control over financial
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reporting and concluded that such control was #@ffe@s of December 31, 2008. Management's repothe effectiveness of our internal
control over financial reporting and the relateplar of our independent registered public accougrtirm are included in Item 8. “Financial
Statements and Supplementary Data,” of this AnReglort on Form 10-K.

Management'’s Discussion and Analysis of Fifer@ondition and Results of Operations (“MD&A”") designed to provide a reader of our
financial statements with a narrative from the pecsive of our management on our financial condjti@sults of operations, liquidity and
certain other factors that may affect our futursuiss. Our MD&A is presented in ten sections:

. Overview

. Financial Reporting Chang

. Business Strategy and Core Philosop!

. Management Review of 2008 and Outlook for the Fa

. Results of Operatior

. Other Informatior

. 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 conjuortwith the Consolidated Financial Statementsratated Notes included in Item 8.
“Financial Statements and Supplementary Data,hisf Annual Report on Form 10-K.

Unless otherwise noted, this MD&A relates otalyesults from continuing operations. In the d&sion of operating results below, certain
items are referred to as non-run-rate items. Fgogses of such discussion, non-run-rate itemstamesi that, while they may recur from period
to period, are (i) particularly material to resuli§) affect costs primarily as a result of extelrmarket factors, and (iii) may not recur in fugur
periods if the same level of underlying performanege to occur. Non-rurate items are part of our business and operatingia@ment but at
worthy of being highlighted for the benefit of thsers of the financial statements. Our intent @slimy users of the financial statements to
consider our results both in light of and sepayaftelm items such as fluctuations in underlying ah@rices, natural gas prices and currency
exchange rates.

Overview

We are a leading producer of fabricated aluwmirproducts for aerospace / high strength, geesagiheering and custom automotive and
industrial applications. In addition, we own a 48%erest in Anglesey, which owns and operates amigum smelter in Holyhead, Wales.

We have two reportable operating segmentsii¢gbd Products and Primary Aluminum, and our Goafe segment. The Fabricated
Products segment is comprised of all of the opamnativithin the fabricated aluminum products indusgtcluding our fabricating facilities in
North America during 2008. The Fabricated Prodsetgment sells val-added products such as heat treat aluminum shegtlate, extrusior
and forgings which are used in a wide range of strial applications, including aerospace, defeaségmotive and general engineering ersd-
applications.
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The Primary Aluminum segment produces comnyagiade products as well as value-added products &siingot and billet, for which we
receive a premium over normal commodity marketgwiand conducts hedging activities in respect oegposure to primary aluminum price
risk.

Changes in global, regional, or country-spe@tonomic conditions can have a significant inimercoverall demand for aluminumtensive
fabricated products in the markets in which weipgate. Such changes in demand can directly affecearnings by impacting the overall
volume and mix of such products sold. During 2@#)7, and 2006, the markets for aerospace andshighgth products in which we
participate were strong, resulting in higher shiptaeand improved margins. However, demand for oodycts for general engineering and
custom automotive and industrial applications drigcafly declined in the final months of 2008.

Changes in primary aluminum prices affectBmary Aluminum segment and expected earningsruauefirm price fabricated products
contracts. However, the impacts of such changegearerally offset by each other or by primary alwmn hedges. Our operating results are
also, albeit to a lesser degree, sensitive to admimgprices for power and natural gas and chaingesrtain foreign exchange rates. All of the
foregoing have been subject to significant pricetflations over recent years. For a discussiom§ensitivity to changes in market
conditions, see Item 7A. “Quantitative and Qual@Disclosures About Market Risks - Sensitivity.”

During 2008, the average London Metal Exchang&ME, transaction price per pound of primamyrainum was $1.17. During 2007 and
2006, the average LME price per pound for primdmyrénum was $1.20 and $1.17, respectively. At Jan38, 2009, the LME price was
approximately $.59 per pound.

Financial Reporting Changes

From the first quarter of 2002 to June 30,80Caiser and 25 of its subsidiaries operated unHapter 11 of the United States Bankruptcy
Code under the supervision of the Bankruptcy Cdutsuant to the Plan, Kaiser and its subsidiawbgh owned all of our then-existing core
fabricated products facilities and operations ad@% interest in Anglesey, emerged from chapteoriduly 6, 2006. Pursuant to the Plan, all
material pre-petition debt, pension and post-rete@et medical obligations and asbestos and othelidbilities, along with other pre-petition
claims (which in total aggregated at June 30, 298&roximately $4.4 billion) were addressed andlvesb Pursuant to the Plan, all of the
equity interests of Kaiser’s pre-emergence stoakdsl were cancelled without consideration. Equitthe newly emerged Kaiser was issued
and delivered to a third-party disbursing agentdistribution to claimholders pursuant to the Plaae Notes 2 and 21 of Notes to Consolidated
Financial Statements included in this Report fatiiohal information on Kaiser’s reorganization ahe Plan.

Our emergence from chapter 11 bankruptcy aogtéon of fresh start accounting resulted in a neporting entity for accounting purposes.
Although we emerged from chapter 11 bankruptcyuy 8, 2006, we adopted fresh start accounting utideprovisions of American Institute
of Certified Professional Accountants StatemerRadition 90-7 (“SOP 90-7"Financial Reporting by Entities in Reorganizationdér the
Bankruptcy Cod, effective as of the beginning of business on Jul®006. As such, it was assumed that the emeegeas completed
instantaneously at the beginning of business on U006 so that all operating activities durihg period from July 1, 2006 through
December 31, 2006 are reported as applying toeheraporting entity. We believe that this is a oeeble presentation as there were no
material non-Plan-related transactions between U906 and July 6, 2006.

All financial statement information before ydl, 2006 relates to Kaiser before emergence froapter 11 (sometimes referred to herein as
the “Predecessor”). Kaiser after emergence is domestreferred to herein as the “Successor.” As fudhgdiscussed below, there will be a
number of differences between the financial statembefore and after emergence that will make coisgas of financial information difficult
and may make it more difficult to assess our fupnespects based on historical performance.

As indicated above, we also made changesrtaanounting policies and procedures as part oéiptication of “fresh start” accounting as
required by SOP 9@:- In general, our accounting policies are the sasher similar to those historically used to prepaur financial statemen
In certain cases, however, we adopted differematiing principles for, or applied methodologieadently to, our post emergence financial
statement information. For instance, we changediocounting methodologies with respect to inventmgounting. While
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we still account for inventories on LIFO basis atenergence, we are applying LIFO differently thandid in the past. Specifically, we now
view each quarter on a standalone yeaddte basis for computing LIFO; in the past, thedBeessor recorded LIFO amounts with a view tc
entire fiscal year, which, with certain exceptiomded to result in LIFO charges being recordatiénfourth quarter or second half of the y

Business Strategy and Core Philosophies

We are a leading manufacturer of fabricatedn&um products. We specialize in providing higahgineered solutions that meet the
demanding needs of the transportation and industaakets. We are leaders in our industry, maimgim strong competitive position in a
significant majority of the markets we serve. Imesty competitive marketplace, we distinguish owselwith our “Best in Class” customer
satisfaction along with a broad and deep produetioy. Our blue-chip customer base includes sohtkeotop names in industry, with whom
we share long-standing relationships based ontguald trust. We have established a platform fomghn that we believe is well positioned
within the industry.

We strive to reinforce our position as supptiechoice through “Best in Class” customer satiibn and seek to continuously improve our
cost performance in order to be the low cost prewvia, eliminating waste throughout the value stream

Our line of Kaiser Sele@tproducts reflects a structured approach to redusterand variability for our customers. Our KaiSelect®
products are manufactured according to strict $ipations that deliver enhanced product charadtesisvith improved consistency that result
in better performance and in many cases lowerfoostur customers.

Our lean enterprise initiative is facilitateyl the Kaiser Production System (“KPS”), which fisiategrated application of the tools of Lean
Enterprise, Six Sigma and Total Productive Manufact which underpins our continuous effort to pdev‘Best in Class” customer
satisfaction. We believe KPS enables us to debuperior customer service through consistentjrae-delivery of superior quality products
short lead times. We are committed to imbedding l&R&e common culture through which we continupimprove our operations and
enhance our total competitive position.

Management Review of 2008 and Outlook for the Futue

In 2008, we continued our focus on the germnadf long-term value through our organic growrtfkiatives and ongoing focus on
streamlining our existing value streams. This fooostributed to record Fabricated Products segst@pments of 559 million pounds with
Fabricated Products net sales growth over 200%wf 3

During 2008 our results benefited from higheerage realized third party sales prices in obriEated Products segment due primarily to
favorable mix and higher value-added pricing. Wetitwed to benefit from strong demand for our pidin the aerospace, high strength and
defense markets. During the year, we brought amditiheat treat plate capacity online at our Trewhfacility which, along with robust
demand, led to record heat treat plate shipmer9®8. Also in 2008, we continued our $91 millioréstment program in our rod, bar and
tube value stream including a facility to be lochit® Kalamazoo, Michigan, and improvements at tlenesting extrusion and drawing facilitie
This investment program is expected to significamtiprove the capabilities and efficiencies of oodl and bar and seamless extruded and
drawn tube operations and enhance the market @osifisuch products. We expect the facility in Ka¢ézoo, Michigan to be equipped with
two extrusion presses and a remelt operation. Cetiopl of these investments is expected to occugdnly 2010.
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In 2008, we also faced a number of challenBesnand in the ground transportation and genedaistrial markets was weak throughout the
year, and especially weak in the last few montha0@¥8. Additionally, service center customers drédealy reduced their inventories in the |
few months of 2008, which exaggerated the effecedficed end-use demand and dramatically redudedtiry mill shipments of certain
service center catalogue products. As a resultsbipments of general engineering rod and bar ptsduere down significantly in the last two
quarters. We also endured higher freight and engriggs during much of 2008

In December 2008, we announced plans to dpeeations at our Tulsa, Oklahoma extrusion facditd significantly reduce operations at
our Bellwood, Virginia facility. The operations amebrkforce reductions were a result of deterio#conomic and market conditions.
Approximately 45 employees at the Tulsa, Oklahoawdify and 125 employees at the Bellwood, Virgifaaility were affected. The Tulsa,
Oklahoma facility was closed in December 2008 &mddurtailment at the Bellwood, Virginia plant wasnpleted in early 2009. We expect
these restructuring activities to reduce excesaagpand related costs in anticipation of expectztliced demand in the general engineering
and ground transportation end markets in 2009 $&ggnent Discussion below). We continue to mairddiquate capacity throughout our
operations capable of meeting customer needs amthganticipated market demand in the core mar&Eextruded rod and bar, seamless
tube, and automotive products. The Bellwood, Viigiicility will continue to produce drive shafte for automotive applications, seamless
tube and large diameter rod and bar for servicéecenin addition to the restructuring costs inedrin 2008, we expect to incur $1 million to
million of additional charges in 2009 relating wigities such as vendor contract termination amalsolidation of facilities.

Looking into 2009 and beyond, we see continsteshgth in demand for our aerospace and highgttigproducts, while general industrial
and ground transportation demand is expected &specially weak. However, our visibility into fueumarket conditions is poor, requiring us
to remain prepared to flex our operations with giag market conditions. We anticipate our main ar@gfocus will be:

. completing and realizing the benefits from our migayrowth initiatives, particularly our heat trgdate expansion at our Trentwo
facility in Spokane, Washington (now completed) and Kalamazoo, Michigan casting and extrusionlitgci

. improving the manufacturing efficiencies of ourifiies to generate significant cost improvementsroour performance in 200
. aligning our resources and output with demand aarket conditions

. continuing to improve oL“Best In Clas” customer satisfaction with strong delivery perfonee, improved product quality ai
consistency, expanded product breadth, and bragagraphic marketing presen:

. generating cash from operations that funds capitpénditures made in the ordinary course of busiasswvell as other initiative
. managing our liquidity, debt and capital structiorenaintain a strong financial position and a be¢abetween cost and flexibility; al

. maximizing of shareholder valu

Results of Operations
Fiscal 2008 Summary

. Net sales for the year ended December 31, 2008ased to $1,508.2 million compared to $1,504.5anilfor the year ende
December 31, 2007. The increase primarily refletigtier shipments and higher value-added pricirfgalboricated Products, which
was largely offset by the effect of lower shipment®rimary Aluminum as a result of the fire at Aegpy during the second quarter of
2008.

. Our operating loss for the year ended Decembg2@18 was $91.0 million compared to operating inewf $182.0 million for the
year ended December 31, 2007. The 2008 operatisgéflected significant items that we considdseaol-run-rate which totaled
$206.6 million. These items primarily included $Bwillion of unrealized mark to market loss on derivative positions,
$65.5 million of lower of cost or market inventosyite-down, $37.8 million of impairment charge tétg to our investment in
Anglesey, and $8.8 million of restructuring costsl ather charges in connection with the closureuwfTulsa, Oklahoma facility and
the curtailment of our Bellwood, Virginia operatjaf which $4.5 million was related to one time éoyee termination costs and
$4.3 million was related to asset impairme

. Net loss for the year ended December 31, 2008 a5 $nillion compared to net income of $101.0 roiilifor the year ende
December 31, 2007. Net loss for 2008 included fathe non-run-rate items discussed above. Net ircfanthe year ended
December 31, 2007 included Other operating benefi$l 3.6 million related primarily to the reimbersent of $8.3 million of
amounts paid in connection with the sale of ouweresgts in and related to Queensland Alumina Lim{t€dL") in 2005, a $4.9 millio
non-cash gain from the settlement of a claim bypilwehaser of the Gramercy alumina refinery andimerests in and related to
Kaiser Jamaica Bauxite Company, a $1.6 million gam the resolution of contingencies relatinghe sale of a smelter in Tacoma,
Washington, a $1.3 million gain related to a seittat with the Pension Benefit Guaranty CorporatioPBGC, and a charge of $2.6
million related to other pc-emergence chapter !
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related items (see Note 14 of Notes to Consolidatedncial Statements included in Iten*Financial Statements and Supplemen
Date").

. Our effective tax benefit rate was 25.0% forykear ended December 31, 2008 (see discussion eh&f) Provision for Income
Taxe?).

. In 2008, we paid a total of approximately $17.2$@&4 per common share, in cash dividends to stidkis, and in dividen
equivalents to the holders of restricted stock hbiglers of restricted stock units and the holdérserformance shares with respect to
one half of the performance shares. In 2008, wargdfased 572,706 common shares at the weightedgmverice of $49.05 per share
during 2008. As of December 31, 2008, $46.9 milliemained available for repurchases under theiegistpurchase authorizatic

Consolidated Selected Operational and Financial tmmation

The table below provides selected operatiandlfinancial information on a consolidated bassisi(illions of dollars, except shipments and
prices). The selected operational and financiarimftion after July 6, 2006 is that of the Succeasa certain of the information presented is
not comparable to the information of the Predeaesso

The following data should be read in conjumrctivith our consolidated financial statements dredrtotes thereto included in Item 8.
“Financial and Supplementary Data.” See Note 18atks to Consolidated Financial Statements includétm 8. “Financial Statements and
Supplementary Data” for further information regagisegments.

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200t
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006

(In millions of dollars, except shipments and averge sales price
Shipments (mm Ibs

Fabricated Produc 558.¢ 547.¢ 249.¢ 273.t
Primary Aluminum(1] 133.1 157.2 77.5 77.1
691.€ 705.( 326.¢ 350.€

Average Realized Third Party Sales Price (per pit

Fabricated Products(; $ 23¢ % 2371 % 2.27 $ 2.1¢

Primary Aluminum(3; $ 1.2¢  $ 131 $ 1.3C $ 1.2¢
Net Sales

Fabricated Produc $ 1336.¢6 $ 1,298 $ 567.- $ 590.¢

Primary Aluminum 171.¢ 206.2 100.: 98.¢

Total Net Sale: $ 1508.:. $ 1504t $ 667.5 $ 689.¢
Segment Operating (Loss) Incon

Fabricated Products(4)( $ 53t % 169.C $ 60.¢ $ 61.2

Primary Aluminum(6)(7’ (99.7) 46.5 10.¢ 12.4

Corporate and Oth¢ (46.2) 47.9) (25.5) (20.9)

Other Operating Benefits (Charges), Ne 14 13.€ 2.2 (.9

Total Operating (Loss) Incon $ 91.0 $ 182.C $ 48.% $ 52.4
Discontinued Operatior $ —  $ — 3 — $ 4.3
Reorganization ltems(¢ $ — 3 — 3 — $  3,090.
Income tax (benefit) provisic $ (22.5 $ 814  $ 23.7 $ 6.2
Net (Loss) Incom: $ (685 $ 101.C $ 26.2 $ 3141
Capital Expenditures, (net of accounts payableexatliding

discontinued operations $ 932 $ 61.6 $ 30.C $ 28.1
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(1)
(@)

3)
4)

(5)

(6)

™)
®)
©)

Shipments in the Primary Aluminum segmentéased in 2008 primarily due to decrease in prédnictf primary aluminum as a result
of the fire at Anglesey in June 2008 (see furthecussion ir*Segment Informatio” below).

Average realized prices for our FabricategdBcts business unit are subject to fluctuatiorestdichanges in product mix as well as
underlying primary aluminum prices and are not seasly indicative of changes in underlying prdfitdy. See Item 1"Business”

Average realized prices for our Primary Aluminunsimess unit exclude hedging revent

Fabricated Products business unit operating rekul2008, 2007, the period from July 1, 2006 tlglolDecember 31, 2006 and the pe
from January 1, 2006 to July 1, 2006 include noshddFO inventory benefits (charges) of $7.5 milli&14.0 million, $(3.3) million and
$(21.7) million, respectively, and metal gains ¢les) of approximately $(11.4) million, $(13.1) naifl, $4.2 million and $16.6 million,
respectively. Also included in the operating resétr 2008 was $65.5 million of lower of cost orritet write-down of inventory

Fabricated Products business unit operating reful®008, 2007, the period from July 1, 2006 tlglolDecember 31, 2006 and the pe
from January 1, 2006 to July 1, 2006 include noshaaark-tomarket gains (losses) on natural gas and foreigmiety hedging activitie
totaling $(5.7) million, $1.7 million, $(1.2) anq3$0), respectively. For further discussion regagdinark-to-market matters, see Note 13
of Notes to Consolidated Financial Statements ohetlin Item 8“Financial Statements and Supplementary I’

Primary Aluminum business unit operating results2008, 2007, the period from July 1, 2006 throDgitember 31, 2006 and the per
from January 1, 2006 to July 1, 2006, include nashcmark-to-market gains (losses) on primary alumihedging activities totaling
$(67.2) million, $16.2 million and $6.4 million ai${.7) million, respectively, and on foreign curcgrderivatives of $(14.2) million,
$(8.2) million, $3.8 million and $7.8 million, resgtively. For further discussion regarding markxiarket matters, see Note 13 of Notes
to Consolidated Financial Statements includedemIB.”Financial Statements and Supplementary I’

Primary Aluminum business unit operating tesfor 2008 includes an impairment charge of $3ilion relating to our investment in
Anglesey.

See Note 14 of Notes to Consolidated Financiak8tants included in Item “Financial Statements and Supplementary ” for a
detailed summary of the components of Other opegdienefits (charges), net and the business segmesiich the items relat

See Notes 2 and 21 of Notes to Consolidated Finh8tatements included in Item“Financial Statements and Supplementary " for
a discussion of Reorganization iter

SummaryWe reported Net loss of $68.5 million for 2008 c@rgad to Net income of $101.0 million for 2007 anet fhcome of

$26.2 million and $3,141.2 million for the perioidem July 1, 2006 through December 31, 2006 ang#red from January 1, 2006 to July 1,
2006, respectively. Net loss for 2008 includes (fjon-cash mark-to-market unrealized loss of $8illion on our derivative positions

primarily as a result of the decline in metal prig§ a $65.5 million charge relating to lower afst or market valuation of inventory, (iii) a
non-cash impairment charge of $37.8 million relgtio our investment in Anglesey and (iv) restruicigicharges of $8.8 million relating to the
recently announced plant closure and curtailmewipefations. Net income for the Predecessor p&mi@@06 includes a non-cash gain of
$3,110.3 million related to the implementation af ®lan and application of fresh start accountiifyears include a number of other non-run-
rate items that are more fully explained in thetises below.
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Net SalesWe reported Net sales in 2008 of $1,508.2 milliompared to $1,504.5 million in 2007, $667.5 millimn the period from
July 1, 2006 through December 31, 2006 and $688l@mfor the period from January 1, 2006 to Jaly2006. As more fully discussed belc
the increase in revenues in 2008 is primarily #ault of higher shipments and value-added priaingabricated Products, offset by a decrease
in shipments in Primary Aluminum as a result of fine at Anglesey during the second quarter of 2008

The increase in revenues in 2007 as comparttetperiod from July 1, 2006 through December2806 and for the period from January 1,
2006 to July 1, 2006 is primarily the result of g shipments, favorable product mix and value-dgu&ing in Fabricated Products as well as
a higher market price for primary aluminum. Suctréases in primary aluminum market prices do noessarily directly translate to increas
profitability because (i) a substantial portiontloé business conducted by the Fabricated Produstedss unit passes primary aluminum prices
on directly to customers and (ii) our hedging &tigg, while limiting our risk of losses, may linour ability to participate in price increases.

Cost of Products Sold, excluding Depreciation arled Items Cost of goods sold, excluding depreciation in 2@@08led $1,400.7 million
compared to $1,251.1 million in 2007 or 93% and 8F%et sales, respectively. The increase in Cbptaducts sold, excluding depreciation
as a percentage of net sales in 2008 was printaglyesult of a mark-to-market unrealized loss&%.% million on our derivative positions.
Additionally, increases in energy, freight, curreexchange, major maintenance expense, and otharfatduring costs increased the Cost of
products sold, excluding depreciation as a pergenté net sales in 2008.

Cost of products sold, excluding depreciatioB007 totaled $1,251.1 million compared to $58@illion for the period from July 1, 2006
through December 31, 2006 and $596.4 million ferglriod from January 1, 2006 to July 1, 2006.udetl in Cost of products sold, exclud
depreciation in 2007 was a LIFO gain of $14.0 miiliIncluded in Cost of products, excluding desen for the periods from July 1, 2006 to
December 31, 2006 and from January 1, 2006 to1Jud06 were LIFO charges of $3.3 million and $21ilfion, respectively.

Lower of Cost or Market Inventory Write-dowkie recorded a lower of cost or market inventorjtavdown of $65.5 million in 2008 as a
result of declining metal prices.

Impairment of Investment in Angleséyglesey operates under a power agreement thaidesosgufficient power to sustain its aluminum
reduction operations at full capacity through Sejtter 2009. The nuclear plant that supplies powémtglesey is currently slated for
decommissioning in late 2010. Anglesey has workéehisively with government authorities and agentidsd a sustainable alternative to the
power supply needs of the smelter, but has beebleit@reach a feasible solution. In January of208 announced that we expect Anglesey
to fully curtail its smelting operations at the esfdSeptember 2009, when its current power contapires. Although Anglesey will continue
pursue alternative sources of affordable poweofaise filing date of this Report, no sources hbeen identified that would allow the
uninterrupted continuation of smelting operatiohdditionally, Anglesey is expected to evaluate ral&tive operating activities in line with the
needs of the local community and market opportesitincluding the potential continuation of renaaltl casting operations and the production
of anodes for use by other smelting facilities. ihgkinto account Anglesey’s inability to obtain@fdable power, the resulting expected
curtailment of smelting operations, the growing emainty with respect to the future of Angleseyfremtions, and Anglesey’s expected cash
requirements for redundancy and pension paymemtsionot expect to receive any dividends from Asgyein the future and, as a result, we
recorded a $37.8 million impairment charge to fudhpair our 49% equity investment in Anglesey dgrihe fourth quarter of 2008.

Restructuring Costs and Other ChargesDecember 2008, we announced plans to close vlsaTOklahoma facility and to curtalil
operations at our Bellwood, Virginia facility. Tot@structuring charges for 2008 were $8.8 milliohwhich $4.5 million was related to one
time employee termination costs and $4.3 milliorswelated to asset impairment as a result of thieueturing plan.

Depreciation and Amortizatioepreciation and amortization for 2008 was $14.lionicompared to $11.9 million for 2007. Higher
depreciation expense was the result of Construatigmogress being placed into production throughioe second half of 2007 and 2008
primarily in relation to the various expansion gaif, including the expansion project at our Tremtivfacility in Spokane, Washington.

Depreciation and amortization for 2007 was.$Iillion compared to $5.5 million and $9.8 mitlidor the period from July 1, 2006 throt
December 31, 2006 and the period from Januaryd6 20d July 1, 2006,
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respectively. The period from July 1, 2006 to DebenB1, 2006 and the year ended December 31, 28t4fited from lower depreciation as a
result of the application of fresh start accountiflgis accounted for a reduction in depreciatiopegse of approximately $4.5 million relatec
the first half of 2007 compared to the period frédamuary 1, 2006 to July 1, 2006. This reduction pasially offset in 2007 by an increase in
depreciation expense as a result of constructigmagress being placed into production during treoad half of 2007.

Selling, Administrative, Research and Developreamd, GeneralSelling, administrative, research and developneerd, general expense
totaled $73.1 million in 2008 which is comparaldes#3.1 million in 2007.

Selling, administrative, research and developtnand general expense totaled $73.1 milliorOBi72compared to $35.5 million and
$30.3 million for the period from July 1, 2006 thgh December 31, 2006 and the period from Janua2@d6 to July 1, 2006, respectively.
Selling, administrative, research and developmeamd, general expense for 2007 included nash equity compensation expense of $9.1 mi
as compared to the period from July 1, 2006 thrddgbember 31, 2006 where noash compensation expense was $4.0 million. Intiaddin
2007 we incurred $2.8 million of additional expengerelation to the continued investment in reskand development, our Kaiser Produc
System group and management of our capital spemaograms.

Other Operating (Benefits) Charges, Netluded within Other operating (benefits) charges, (in millions of dollars) for 2008, 2007, the
period from July 1, 2006 through December 31, 2806 the period from January 1, 2006 to July 1, 2006 the following:

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200t
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Reimbursement of amounts paid in connection with shthe
Compan’s interests in and related to Q— Corporate
AMT (Note 9) $ — % 72) % — $ —
Professional fee — (1.2 — —
Bad debt recoveries relating to -emergence wri-offs — Corporate (1.6 — — —
Pension benefit related to terminated pension plarGorporate (Note
10 and 24 — — (4.2 —
Resolution of ¢ pre-emergenc” contingency— Corporate — — (3.0 —
PBGC settlemer— Corporate(1 — (2.9 — —
Non-cash benefit resulting from settlement of a $5a8nclby the
purchaser of the Gramercy, Louisiana alumina refiaed Kaiser
Jamaica Bauxite Company for payment of — Corporate — (4.9 — —
Resolution of contingencies relating to sale ofpemty prior to
emergenc— Corporate(2 — (1.€) — —
Post emergence Chapter— related item«— Corporate(3 2 € 4.t —

Charges associated with retroactive portion of ontions to defined
contribution plans upon termination of defined Hém#ans(4) (Note
10)—
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Year Ended December 31, 2006

July 1, 2006 Predecesso
Year Ended Year Ended through January 1, 200t
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Fabricated Produc — — 4 —
Other — (.1) A .9
$ 149 $ (136 $ (2.2) $ 9

(1) The PBGC proceeds consist of a payment relatedéttement agreement entered into with the PBG&imection with the our chapt
11 reorganizatior

(2) During 2007, certain contingencies related to tile of the Predeces!s interest in a smelter in Tacoma, Washington weselved witl
the buyer. As a result, approximately $1.6 millafrthe sale proceeds which had been placed intowsat the time of sale, were relea
to us. At our emergence from chapter 11, no vaheklieen ascribed to the funds in escrow becaugentie deemed to be contingent
assets at that tim

(3) Pos-emergence chapter -related items include primarily professional feed axpenses incurred after emergence which retitedtly
to our reorganizatior

(4) Amount in 2006 represents a one time contributedated to the retroactive implementation of therlyodefined benefit plan
(See Note 10

Interest Expensénterest expense was $1.0 million in 2008 compari¢ld $4.3 million in 2007 resulting in a decrea$é8.3 million. The
decrease is primarily the result of the repayméntuo term loan during the fourth quarter of 2007.

Interest expense was $4.3 million in 2007 careg with $1.1 million and $.8 million for the pedifrom July 1, 2006 through December 31,
2006 and the period from January 1, 2006 to JuB0DG, respectively. Interest expense in 2007imanly related to the prepayment of a term
loan resulting in a $1.5 million write-off of themaining unamortized deferred financing costs atal borrowing outstanding during the
period.

Reorganization Iltem&Ve recognized a benefit of $3,090.3 million for geziod from January 1, 2006 to July 1, 2006. Titeary
component of the benefit recognized in 2006 waaia gf $3,110.3 million related to the implemerdatodf our Plan and the application of
fresh start accounting.

Other Income (Expense) — Néther income (expense) — net was a benefit of $llflomin 2008 compared to a benefit of $4.7 mitlin
2007. The decrease was primarily due to a decieasterest income of $3.6 million as a result@ivkr interest earning cash balance during
2008.

Other income (expense) — net was a benefdcf million in 2007 compared to a benefit of $&iflion and $1.2 million for the period
from July 1, 2006 through December 31, 2006 ang#red from January 1, 2006 to July 1, 2006, respely. The benefit in 2007 is primar
related to interest income of $5.3 million. Intér@some was recorded as a reduction in reorgdonizaixpense before our emergence from
bankruptcy.

(Benefit) provision for Income Taxe3ur effective tax benefit rate was 25.0% for 20Di8 tax benefit from the United States pre-tax book
loss was partially offset by the tax provision @anada and United Kingdom relating to Angleseylteguin a blended statutory tax benefit
rate of 39.6%. The difference between the effedtiebenefit rate and the blended statutory tavefierate was primarily due to the following
factors:

. Increase in the valuation allowance for certéattesnet operating losses and the impairment relaténglesey resulted in $7.1 million
being included in the income tax provision, decirggathe blended statutory tax benefit rate by apipnately 7.7%

. Our equity in income before income taxes of Angyeisdreated as a reduction (increase) in Costadycts sold excludin
depreciation. The income tax effects of our eqinityncome are included in the tax provision. Thasulted in $3.5 million being
included in the income tax provision, decreasirghllended statutory tax benefit rate by approxitgs863%.

. Unrecognized tax benefits, including interest aadagties, decreased the income tax benefit by B#libn and the blended statuto
tax benefit rate by approximately 2.7
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. The foreign currency impact on unrecognized taxefies) interest and penalties resulted in a $5/Banicurrency translatio
adjustment that was recorded in Accumulated otbemprehensive incom

Comparison of the 2007 effective tax ratehwnates for the period from July 1, 2006 througit&nber 31, 2006 and the period from
January 1, 2006 to July 1, 2006 are not usefultduke significant reorganization related beneditd costs recognized in those periods that
were not subject to normal income tax treatmentotdingly, no comparison to prior years is provided

Income from Discontinued Operatiohscome from discontinued operations for the pefioth January 1, 2006 to July 1, 2006 included a
payment from an insurer for certain residual claiglating to the 2000 incident at our Gramercy, iki@na alumina facility, which was sold in
2004, and a refund related to certain energy sugelsawhich had been pending for a number of yddrsse amounts were partially offset by a
charge resulting from an agreement between the &alten Power Administration and us for a rejectéettric power contract (see Note 22 of
Notes to Consolidated Financial Statements includegtm 8.“Financial Statements and Supplementary Data”).

Derivatives

In conducting our business, we use variousungents, including forward contracts and optidnsnanage the risks arising from fluctuati
in aluminum prices, energy prices and exchange.réte have historically entered into derivativensactions from time to time to limit our
economic (i.e. cash) exposure resulting from (i) anticipated sales of primary aluminum and falledaaluminum products, net of expected
purchase costs for items that fluctuate with alwmirprices, (ii) the energy price risk from fluctungt prices for natural gas used in our
production process, and (iii) foreign currency riegments with respect to our cash commitments doiigment purchases and with respect to
our foreign subsidiaries and affiliate. As our hedgactivities are generally designed to lock-ispacified price or range of prices, realized
gains or losses on the derivative contracts utllinethe hedging activities generally offset asleamportion of any losses or gains, respectively,
on the transactions being hedged at the time #msaiction occurs. However, due to mark-to-marked@aating, during the term of the
derivative contract, significant unrealized, nosftgains and losses may be recorded in the inctatemeent as a reduction or increase in Cost
of products sold, excluding depreciation. We map dde exposed to margin calls placed on derivativeracts entered into when aluminum
prices, energy prices and/or currency exchangs ve¢ee high, which we try to minimize or offsettestfconsidering our liquidity requirements,
through (i) counterparty credit lines, and (ii) fnerchasing and/or use of options. From time tetime may modify the terms of the derivative
contracts based on operational needs.

The fair value of our derivatives recordedtiom Consolidated Balance Sheets at December 38, &t December 31, 2007 was a net
liability of $59.6 million and a net asset of $2@n@lion, respectively. The primary reason for thisange was the effect of declining metal
prices, declining natural gas prices, and flucaratn foreign currency rates. These changes rabsurtthe recognition of $87.1 million of
unrealized mark-to-market losses on derivativesHeryear ended December 31, 2008, which we congidge a non-run-rate item (see Note
13 of Notes to Consolidated Financial Statemerdisicted in Part Il. Item 1. “Financial Statementsl &upplemental Data” of this Report). In
addition, we had $17.2 million of margin call orpdsit with our counterparties at December 31, 20808¢ch was included in Other assets.

Segment Information

Our continuing operations are organized andagead by product type and include two operatingneggs and the Corporate segment. The
accounting policies of the segments are the sartteas described in Note 1 of Notes to Consolid&iedncial Statements included in Item 8.
“Financial Statements and Supplementary Data.” Segmesults are evaluated internally by us befaseadlocation of Corporate overhead and
without any charge for income taxes, interest egpeor Other operating (benefits) charges, net.
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Fabricated Products

The table below provides selected operatiandlfinancial information for our Fabricated Progusegment for 2008, 2007, the period from
July 1, 2006 through December 31, 2006 and th@gdérom January 1, 2006 to July 1, 2006:

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200¢
December 31, December 31, December 31, to
2008 2007 2006 July 1, 2006
Shipments (mm lbs 558.k 547.¢ 249.¢ 273.k
Average realized third party sales price (per po $ 2.3¢ $ 237 $ 2.27 $ 2.1¢
Net sales $1,336.¢ $1,298.: $567.2 $590.¢
Segment Operating Incon $ 53t $ 169.( $ 60.¢ $ 61.2

Net sales of fabricated products increase8%yo $1,336.8 million for 2008 as compared to 2@@inarily due to a 2% increase in
shipments and a 1% increase in average realizedgrshipments of products for aerospace, higngtineand defense applications were
slightly higher in 2008 as compared to 2007, reiftgccontinued strong demand for such productspi@knts of general engineering products
were also higher as compared to 2007, but shipnientsitomotive and custom industrial products ithed as compared to 2007. The increase
in average realized price in 2008 as compared @7 2¢as primarily due to higher realized value-adpieding.

The second phase of the heat treat plate sigraproject at our Trentwood facility in Spokaléashington became operational at the
beginning of 2008 and the third and final phasthefheat treat plate capacity expansion was coaplatOctober of 2008. Our record heat
treat plate shipments in 2008 were made possibtaibynew, incremental capacity as well as continsteong demand.

The table below provides shipment and valugeddevenue information for our three end-use prodroupings for 2008, 2007, the period
from July 1, 2006 through December 31, 2006 angéreod from January 1, 2006 to July 1, 2006 farleabricated Products segment:

Year Ended December 31, 200

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200¢
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Shipments (mm lbs
Aerospace and high strength prodt 157.7 155.( 67.£ 74.2
General engineering produt 258.1 245.¢ 109./ 117.2
All other products 142.5 147.( 72.¢ 82.C
558.t 547.¢ 249.¢ 273.t
Value added revenue(]
Aerospace and high strength prodt $ 323¢ $ 297« $ 125:% $ 130.¢
General engineering produ 248.¢ 225.2 101.1 90.:
All other products 99.¢ 116.5 55.4 62.¢
$ 6728 % 639.2. % 281.5 $ 283.€
Value added revenue per poul
Aerospace and high strength prodt $ 208 % 192 % 1.8¢ $ 1.7¢F
General engineering produr .9€ .92 .92 7
All other products 7C 7¢ 7€ T7
$ 12 $ 117 % 1.13 $ 1.04

(1) Value added revenue represents net sales lesschedgieof alloyed meta

Recent trends that could affect 2009 incluédmagement’s expectation for continuing strong gexos and defense demand for heat treat
plate and other products. We anticipate armor mlateand to remain strong, although lower thandlecend levels of 2008. Significant
uncertainty regarding demand from U.S. industriatkets will affect our general engineering produttising the year, and we expect that the
first quarter of 2009 will continue to be negatiw@hpacted by aggressive service center de-stockingund transportation end use demand is
expected to remain weak as North American autoradiivld rates continue to decline.
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We introduced an energy surcharge for newrsrded new contracts placed beginning July 1, 2088.surcharge is intended to pass
through increases over the 2007 average pricasatoiral gas, electricity and diesel fuel costs. Sinmeharge passed approximately $1 million
of costs onto customers in the third quarter shigsdn the fourth quarter, energy prices declitted point that the surcharge recovery was
insignificant. While we intend to maintain the dugicge as part of our routine pricing mechanismatsspn higher energy costs in the future, at
current energy prices, which are below the 2007ageeprices, the surcharge has no effect.

Net sales of fabricated products increasekllta98.3 million for 2007 as compared to the pedoly 1, 2006 through December 31, 2006
and the period from January 1, 2006 to July 1, 2p€@iharily due to a 5% increase in shipments aiéltaincrease in average realized prices.
Shipments of products for aerospace and defendieagns were higher in 2007 as compared to thegeauly 1, 2006 through December 31,
2006 and the period from January 1, 2006 to JuB0DB, reflecting continued strong demand for urdducts as well as incremental capacity
from two new heat treat plate furnaces at our wenod facility in Spokane, Washington which werdyfdperational for the entire year in
2007. This was partially offset by lower shipmeotproducts for ground transportation and otheugidal applications as compared to the
period July 1, 2006 through December 31, 2006 hageriod from January 1, 2006 to July 1, 2006. ihbeease in the average realized prices
primarily reflects improved value-added pricing anfhvorable product mix as well as the pass-thiidogcustomers of higher underlying
primary aluminum prices.

Operating income for the twelve months endedeéinber 31, 2008 of $53.5 million was $115.5 milliower than the comparable period in
2007. Operating income for the twelve months erdedember 31, 2008 included several large non-rtsmitams totaling a loss of
$88.9 million (discussed and listed below). Exchgdhon-run-rate items, 2008 operating income was%gillion lower than 2007, reflecting
the following factors:

2008 vs. 2007

Favorable
(unfavorable)
Sales impac $24.¢
Manufacturing inefficiencies(1 (23.9)
Energy cost: (12.1)
Planned major maintenan (2.6)
Freight cost: (3.9
Depreciation expens (2.8)
Currency exchange relat 1.3
Other (3.9

(1) Manufacturing inefficiencies were primarily the uéisof (i) planned interruptions in connection witke implementation of variot
investment programs, including the completion of loeat treat plate expansion project at our Trentifacility in Spokane, Washingto
(i) challenges created by sudden drop in demand(i&) weather related inefficiencie
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Operating income for 2007 was $169.0 milliempared to $60.8 million for the period from July2D006 through December 31, 2006 and
$61.2 million for the period from January 1, 2006July 1, 2006. Operating income for 2007 inclutiedrable impacts from heat treat plate of
approximately $41.5 million from higher shipmentslatronger value added pricing as compared tpriloe year. The unfavorable impact of
shipments for ground transportation and other itréddisaipplications to operating income was appratigly $2.1 million. The results of 2007
also reflect higher planned major maintenance esand other costs, including energy and researtil@velopment as compared to the
periods from July 1, 2006 through December 31, 20@i6the period from January 1, 2006 to July 162@artially offset by improved general
cost performance. Depreciation and amortizatioP087 was approximately $3.4 million lower than giegiods from July 1, 2006 to
December 31, 2006 and from January 1, 2006 tolJud006, primarily as a result of the applicatidtiresh start accounting partially offset by
Construction in progress being placed into produnctn 2007.

Operating income for 2008, 2007, and the pisrfoom July 1, 2006 to December 31, 2006 and flarmuary 1, 2006 to July 1, 2006 inclu
non-run-rate items. Non-run-rate items to us @ that, while they may recur from period to perimre (i) particularly material to results,
(ii) affect costs primarily as a result of externarket factors, and (iii) may not recur in futperiods if the same level of underlying
performance were to occur. Non-run-rate items arégf our business and operating environment tuterthy of being highlighted for the
benefit of the users of the financial statements:. iBtent is to allow users of the financial staéts to consider our results both in light of and
separately from fluctuations in underlying metaces, natural gas prices and currency exchangs. Faltese items are listed below (in millions
of dollars):

Year Ended December 31, 200

July 1, 2006 Predecessor

Year Ended through January 1,200¢
December 31, December 31 to

2008 2007 2006 July 1, 2006
Metal gains (losses) (before considering LIF $(11.9 $(13.]) $ 4.2 $ 16.€
Non-cash LIFO benefit (charge 7.5 14.C 3.3 (21.7)
Non-cash lower of cost or market inventory write dovh (65.5) — — —
Mark-to-market gains (losse (5.7 1.7 (1.2 (1.0
Restructuring charges ( (8.9 — — —
Pre-emergence related environmental costs (5.0 (.9) (.6) (1.6
Total nor-run-rate items $(88.9) $ 17 $ (.9 $ (7.7)

(1) The $65.5 million lower of cost or market inventavyite-down in 2008 was the result of the decline in mptales in late 200¢

(2) Restructuring charges of $8.8 million in 2008 whes tesult of the restructuring plan to close thisguOklahoma extrusion facility and
curtail operations at the Bellwood, Virginia fatjli Of the $8.8 million, $4.3 million was a non-basharge related the impairment of
property, plant and equipment and $4.5 million wedated to termination costs which we expect to ¢haryng the first quarter of 200

(3) Pre-emergence related environmental coste vedated to environmental issues at our Spokarashiligton facility that existed before
our emergence from chapter 11 bankrup

Segment operating results for 2008, 2007p#reod from July 1, 2006 through December 31, 2806 the period from January 1, 2006 to
July 1, 2006 include gains on intercompany hedgictgyities with the Primary Aluminum business uoitaling $16.9 million, $19.8 million,
$19.9 million and $24.7 million, respectively. Teesmounts eliminate in consolidation.
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Primary Aluminum

The table below provides selected operatiandlfinancial information (in millions of dollarseept shipments and prices) for our Primary
Aluminum segment:

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 2006
December 31, December 31, December 31, to
2008 2007 2006 July 1, 2006
Shipments (mm lbs 133.1 157.2 77.3 77.1
Average realized third party sales price (per po $ 1.2¢ $ 1.31 $ 1.3C $1.2¢
Net sales $171.¢ $206.2 $100.2 $98.¢
Segment Operating Incon $(99.7) $ 46.F $ 10.t $12.2

During 2008, third party net sales of primalyminum decreased 17% compared to 2007. The decheaet sales is primarily due to a 1
decrease in shipments and a 2% decrease in ave@ized prices. The lower shipments during theB20€xriods reflect the loss of production
from the outage triggered by the fire on June D®82discussed below. During 2007, third party aég¢sof primary aluminum increased 4%
compared to 2006. The increase in net sales isgpitindue to a 2% increase in shipments and a 2¥e&se in average realized prices. The net
sales and unit prices do not consider the impabedfing transactions.

The following table recaps the major composerfitsegment operating results for the currentpaiat year periods (in millions of dollars)
and the discussion following the table looks atpghimary factors leading to such differences. Mahguch factors indicated are subject to
significant fluctuation from period to period anc dargely impacted by items outside managemeuwtsrol. See Iltem 1A. “Risk Factors.”

Year Ended December 31, 2006

July 1, 2006 Predecessor

Year Ended through January 1, 200t
December 31, December 31 to

2008 2007 2006 July 1, 2006
Profit on metal sales (net of alumina sales $ 15.F $ 71 $ .2 $ 10.1
Anglesey joint venture(z 7.5 51l.€ 22.¢ 17.7
Impairment of investment in Angles (37.9) — — —
Internal hedging with Fabricated Products (16.9 (19.¢) (19.9 (24.9)
Derivative settlement— Pound Sterling(4)(& (2.9 10.2 1.1 (1.2
Derivative settlement— External metal hedging(4)(! 16.4 (10.¢) (2.2 34
Marker-to-market on derivative instruments| (81.9) 8.C 10.2 7.1
$(99.9) $ 46:L $ 10.€ $ 12.4

(1) Operating income represents earnings on rpatahases from Anglesey and resold by us andwniah purchases from third parties by
us and sold to Anglesey. This is impacted by thekatagrice for primary aluminum and alumina pricindfset by the impact of foreign
currency translatior

(2) Represents our share of earnings from Angle
(3) Eliminates in consolidatior

(4) Impacted by positions and market pric

(5) In 2007 we began to track Pound Sterling and eatenetal hedging derivative settlement gains asdde separately from the Angle:
joint venturés operating results. As such we have conformedgthsentation for the periods from July 1, 2006uigh December 31,
2006 and from January 1, 2006 to July 1, 200646 ¢h 2007 and 2008 to allow for an appropriate parison of results
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On June 12, 2008, Anglesey suffered a sigifi¢ailure in the rectifier yard that resultedhitocalized fire in one of the power transform
As a result of the fire, Anglesey was operatinghbeits production capacity during the latter hdl2608 until normal production was resumed
in December 2008 and incurred incremental costs\grily associated with repair and maintenances;@st well as loss of margin due to the
outage. Anglesey has property damage and busimessuiption insurance that is expected to coverfaial losses for Anglesey and its owners
(net of applicable deductibles) and is in the pssoaf pursuing an insurance claim. In December 2808lesey received a partial insurance
settlement of $20 million, of which $10 million waluded in Anglesey related operations abovevaasl subsequently impaired as we do not
expect to receive any of the insurance proceedsdiseussion below regarding impairment).

Anglesey operates under a power agreemenptbugides sufficient power to sustain its aluminteduction operations at full capacity
through September 2009. The nuclear plant thatlegopower to Anglesey is currently slated for deaaissioning in late 2010. Anglesey has
worked intensively with government authorities aggncies to find a sustainable alternative to thvegp supply needs of the smelter, but has
been unable to reach a feasible solution. In Jgmfs2009, we announced that we expect Anglesdyliy curtail its smelting operations at the
end of September 2009, when its current power aohéxpires. Although Anglesey will continue to gue alternative sources of affordable
power, as of the filing date of this Report, norses have been identified that would allow the terimpted continuation of smelting
operations. Additionally, Anglesey is expected taleate alternative operating activities in lingtwthe needs of the local community and
market opportunities, including the potential contition of remelt and casting operations and tbdywtion of anodes for use by other
smelting facilities. Taking into account Angleseiriability to obtain affordable power, the resulfiexpected curtailment of smelting
operations, the growing uncertainty with respedhwfuture of Anglesey’s operations, and Angles&xpected cash requirements for
redundancy and pension payments, we do not expeeteéive any dividends from Anglesey in the futamel as a result, we recorded a
$37.8 million charge to fully impair our 49% equitywestment in Anglesey during the fourth quarBauring 2009, we do not expect to
recognize our share of the operating results oflésey unless we can determine that those resultbewecoverable through receipt of
dividends.

In 2009, we anticipate that the Primary Alumrmsegment will be favorably impacted by approxeha$l million due to the impact of
Pound Sterling exchange rates, reflecting derieatignsactions that were set at a lower effectkahi@nge rate in 2009 than those in place for
2008. In addition, we anticipate that the PrimalymAinum segment will be favorably impacted by apgmately $3 million due to the
favorable ocean freight rate in our 2009 oceamglfrecontract as compared to the ocean freightina2€08.
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Corporate and Other

Corporate operating expenses represent caepgemeral and administrative expenses that aralloctited to our business segments.
Corporate operating expenses exclude Other opgrédienefit) charges, net discussed above.

Corporate operating expenses for 2008 werenfil®n lower than in 2007. Of this decrease, saknd incentive compensation were
$1.6 million lower primarily as a result of lowep@rating results in 2008 as compared to 2007, asts ¢or outside services related to
compliance with the Sarbanes-Oxley Act of 2002 weweer by $2.1 million. These decreases were gbrtidfset by an increase in non-cash
charges associated with equity compensation of Billdn (see Note 11 of Notes to Consolidated Ririal Statements included in Iltem 8.
“Financial Statements and Supplementary Data”)aretuction in VEBA net periodic benefit income$@0 million.

Corporate operating expenses for 2007 weir ®ilion higher than the periods from July 1, 2GAfough December 31, 2006 and from
January 1, 2006 to July 1, 2006. Of this increaakgry and incentive compensation accruals wef@iB8lion higher primarily as a result of
better operating results in 2007 as compared tpéheds from July 1, 2006 through December 316284d from January 1, 2006 to July 1,
2006. Included in the increase was an increas®.df @illion in non-cash charges associated withtgguwmpensation (see Note 11 of Notes to
Consolidated Financial Statements included in I8erfFinancial Statements and Supplementary Dafldigse increases were partially offse:

a reduction in retiree medical expense of $1.0iomla reduction in VEBA net periodic benefit incerftosts) of $3.2 million and lower costs
for outside services related to compliance withShebanes-Oxley Act of 2002 of $1.1 million.

Other Information

We have significant federal income tax attiésu Section 382 of the Code affects a corporatiability to use its federal income tax
attributes, including its net operating loss cdogwards, following a more than 50% change in owhgr during any period of 36 consecutive
months, all as determined under the Code (an “ostmigichange”). Under Section 382(1)(5) of the Cafleie were to have an ownership
change, our ability to use our federal income téndbaites would be limited to an amount equal ® pinoduct of (a) the aggregate value of our
outstanding common shares immediately prior taothieership change and (b) the applicable federa-tenm tax exempt rate in effect on the
date of the ownership change.

In order to reduce the risk that any changeuinownership would jeopardize the preservatioawffederal income tax attributes existing
upon our emergence from chapter 11 bankruptcyceuificate of incorporation prohibits certain tséers of our equity securities. More
specifically, subject to certain exceptions fonsactions that would not impair our federal incdmeattributes, our certificate of incorporation
prohibits a transfer of our equity securities withthe prior approval of our Board of Directoreither (a) the transferor holds 5% 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) any person or group of persesosld become a 5% shareholder or (ii) the perggnsiock ownership of any 5% shareholder
would be increased (any such transfer, a “5% tictisd).

In addition, we entered into a stock transéstriction agreement with the Union VEBA, whichompour emergence from chapter 11
bankruptcy, was and continue to be our largestettwdaer. Under the stock transfer restriction ague®, until the restriction release date,
subject to exceptions for certain transactionswwatld not impair our federal income tax attribytdé®e Union VEBA is prohibited from
transferring or otherwise disposing of more tha#b1d the total common shares issued to the UnioBA/Bursuant to our Plan during any 12-
month period without the prior approval of our Bdbaff Directors.

The number of common shares that generally Ineasold by the Union VEBA during any 12-month pdris 1,321,485. The next date on
which the Union VEBA may sell common shares withitnt prior consent of our Board of Directors isulay 31, 2010.
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Preserving our federal income tax attribufscts our ability to issue new common shares bseauch issuances must be considered in
determining whether an ownership change has oatumder Section 382 of the Code. The IRS rulingdgased the number of common shares
that we can issue without potentially impairing ability to use our federal income tax attributés.a result of the IRS ruling, we can currer
issue approximately 17.5 million common shares atipotentially impairing our ability to use oudferal income tax attributes. However,
additional sales by the Union VEBA could, and oth%r transactions would, decrease the number of aomshares we can issue during any
36 month period without impairing our ability toeusur federal income tax attributes. Similarly, &guance of common shares by us would
limit the number of shares that could be transteme5% transactions (other than sales permittdzetmade by the Union VEBA under the
stock transfer restriction agreement without thesemt of our Board of Directors). If at any time were to issue the maximum number of
common shares that we could possibly issue withoténtially impairing our ability to use of our fel income tax attributes, there could be
no 5% transactions (other than sales by the UnieBA/ permitted under the stock transfer restrictgmeement without the consent of our
Board of Directors) during the 36-month period dedter.

Liquidity and Capital Resources
Summary

Cash and cash equivalents were $.2 millioof @ecember 31, 2008, down from $68.7 million aPetember 31, 2007. The decrease in
cash and cash equivalents during 2008 is due iocasase in inventories (before considering theafof inventory write-down), capital
spending, stock repurchases and dividends. Wogapial, the excess of current assets over culiedilities, was $193.7 million as of
December 31, 2008, down from $289.2 million as eE@mber 31, 2007. Included in this decrease we2e3$8illion of non-cash decrease
relating to changes in our current derivative asaatl liabilities, current deferred tax assets,thrdower of cost or market inventory write-
down. Excluding the non-cash impact of these itemmsking capital as of December 31, 2008 was $hdlon less than December 31, 2007.
This decrease is primarily the result of a decréasash and cash equivalents, partially offseinioyeases in inventories (before considering
effect of lower of cost or market inventory writewdn) and other receivables, and a decrease in atspayable. Despite the decrease in cash
and cash equivalents, the revolving credit agre¢msemnsource of additional liquidity for operatgon

Cash equivalents consist primarily of moneykagaccounts and other highly liquid investmenithan original maturity of three months
less when purchased. Our liquidity is affected dstnicted cash that is pledged as collateral favdgve contracts with our counterparties and
for certain letters of credit or restricted to fieeworkers’compensation requirements and other agreementg. t8ha restricted cash, includ
in Prepaid expenses and other current assetsddkal4 million and $1.5 million as of December 3008 and 2007, respectively. Long term
restricted cash, which was included in Other asse&ts $35.4 million and $14.4 million as of Decem®&, 2008 and 2007, respectively.
Included in long term restricted cash at Decemlie2B08 was $17.2 million of margin call deposiihwour counterparties.
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Cash Flows

The following table summarizes our cash floanf operating, investing and financing activities éach of the past three years (in millions
of dollars):

Year Ended December 31, 2006

Period from Predecessor
July 1, 2006 Period from
Year Ended Year Ended through January 1, 200t
December 31 December 31 December 31 to July 1,
2008 2007 2006 2006
Total cash provided by (used il
Operating activities
Fabricated Produc $ 82¢ % 162.1 $ 82.€ $ 39.C
Primary Aluminum 14.C 6.8 (28.7) 10.z
Corporate and Othe (50.0 (39.9 (35.7) (69.5)
Discontinued Operatior — — — 8.5

$ 46 % 129.¢ $ 18.¢ $ (11.7)

Investing activities

Fabricated Produc (91.6¢ (61.¢) (30.0 (27.9)
Primary Aluminum (17.2) — — —
Corporate and Oth (3.7 9.2 — —

$ (1125 $ (526 $  (30.0 $ (27.1)

Financing activities
Corporate and Oth (2.9 (58.9) 49.2 13
$ 29 ¢ (585 $ 49.2 $ 1.3

Operating Activities

Fabricated Products —€ash provided by Fabricated Products segment destéa 2008 compared to 2007 primarily due to lower
operating results and increases in accounts rdgewand inventories (excluding the effect of lowEcost or market inventory write-down).
Cash provided by Fabricated Products segment iii 2f0eased compared to cash provided in periaas fluly 1, 2006 through December
2006 and from January 1, 2006 through July 1, Z@06arily due to improved operating results offsepart by increased working capital. The
increase in working capital in 2007 was primarfg result of the impact of higher primary aluminprices and increased demand for
fabricated aluminum products on inventories ansants receivable.

Primary Aluminum —n 2008, Primary Aluminum operating activities pided $14.0 million in cash compared to 2007 andoérgods
from July 1, 2006 through December 31, 2006 anchfdanuary 1, 2006 through July 1, 2006, when PsimlAdduminum operating activities
provided (used) $6.8 million, $(28.1) million anéi®3 million of cash, respectively. The cash prediqused) in all periods are primarily
attributable to our interest in and related to Axsgly and related hedging activities. Cash use@08 2vas primarily due to operating income
(after adjusting for non-cash impairment chargatiedj to the investment in Anglesey and non-castkrttamarket loss on derivatives), an
increase in payable to affiliate partially offsgtdm increase in receivables. Cash provided in 208¥ primarily due to operating income, a
decrease in prepaid expense and an increase inraqeayable partially offset by an increase in acts receivable. Cash used in the period
from July 1, 2006 through December 31, 2006 and pasvided in the period from January 1, 2006 tgifoduly 1, 2006 were primarily due to
operating income and changes in working capital.

Corporate and Other —n 2008, cash outflow primarily consisted of paymiarespect of general and administrative cost4af.1 million
and annual VEBA contribution of $8.5 million. In @D, cash outflow primarily consisted of paymentdspect of general and administrative
costs of $43.2 million and payment for reorgan@attosts of $7.0 million partially offset by $8.7llion of proceeds from Other operating
(benefit)
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charges, net. The cash outflow for the periods fdog 1, 2006 through December 31, 2006 and framuaiy 1, 2006 to July 1, 2006 primarily
consisted of payments pursuant to our Plan of $28ll®&n, payments of $11.4 million in respect offner employee and retiree medical
obligations through funding of the VEBAS; paymefaisreorganization costs of $27.6 million, and payns in respect of general and
administrative costs.

Discontinued Operations +a the period from January 1, 2006 to July 1, 2@i§continued Operations operating activities pded
$8.5 million of cash. Cash provided by Discontin@jgerations in the period from January 1, 2006ty 1, 2006 consisted of the proceeds
from a $7.5 million payment from an insurer andla0dmillion refund from commodity interests enesggndors.

Investing Activities

Fabricated Products —€ash used in investing activities for Fabricateddacts was $91.6 million in 2008 compared to 200émnv
Fabricated Products investing activities used $61ilBon in cash and the periods from July 1, 2@@6ugh December 31, 2006 and from
January 1, 2006 to July 1, 2006 when Fabricated®is investing activities used $30.0 million ar&¥ & million in cash, respectively. Cash
used in investing activities in 2008, 2007 and gasifrom July 1, 2006 through December 31, 2006feord January 1, 2006 to July 1, 2006
were primarily related to our capital expendituiesfer to “Capital Expenditures” below for additédinformation.

Primary Aluminum —C€ash used in investing activities for Primary Alaonin was $17.2 million in 2008. This amount wastezlgo the
margin call deposits we transferred to our coursteigs relating to our derivative positions at Daber 31, 2008.

Corporate and Other —-€ash used in investing activities for Corporate @tiger was $3.7 million in 2008 compared to $9.8iom of cash
provided in 2007. Cash used in the Corporate aheiGtegment in 2008 is primarily related to cagtodés required relating to workers’
compensation with the State of Washington. Cashiged in 2007 was related to the release of rasttitunds that we had on deposit as
financial assurance for workers’ compensation cidirom the State of Washington.

Financing Activities

Corporate and Other —-€ash used in financing activities for Corporate @tler was $2.9 million in 2008. The cash outfloaswprimarily
related to $28.1 million used in share repurchases$17.2 million in cash dividends paid to shalééis, partially offset by $36.0 million of
net borrowings under our revolving credit facilégd $7.0 million of borrowing under a note payakeDebt and Capitabelow). Cash used
in financing activities for Corporate and Othe2B07 was primarily related to a $50 million repayinef the term loan and $7.4 million in ci
dividends paid to shareholders. Cash providedeémtriod from July 1, 2006 through December 316208s primarily related to drawing ug
the $50 million term loan facility subsequent toezgence from chapter 11 bankruptcy.

Sources of Liquidity

Our most significant sources of liquidity dnads generated by operating activities, availabih and cash equivalents, and borrowing
availability under our revolving credit facility. 8\believe funds generated from the expected restitiperations, together with available cash
and cash equivalents and borrowing availabilityarmlr revolving credit facility, will be suffici¢no finance expansion plans and strategic
initiatives, which could include acquisitions, farrleast the next fiscal year. There can be norassa, however, that we will continue to
generate cash flows at or above current levelbainte will be able to maintain our ability to bmar under our revolving credit facility.

Under the revolving credit facility, we ard@ko borrow (or obtain letters of credit) from #nto time in an aggregate amount equal to the
lesser of $265 million and a borrowing base conggrisf eligible accounts receivable, eligible invegtand certain eligible machinery,
equipment and real estate, reduced by certainuesesll as specified in the revolving credit fagilOf the aggregate amount available under
the revolving credit facility, a maximum of $60 troh may be utilized for letters of credit. The adving credit facility matures in July 2011, at
which time all principal amounts outstanding thewer will be due and payable. Borrowings under#welving credit facility bear interest a
rate equal to either a base prime rate or LIBORuatoption, plus a specified variable percentagfermnined by reference to the then remai
borrowing availability under the revolving credcility. The revolving credit facility may, subjekd certain conditions and the agreement of
lenders thereunder, be
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increased up to $275 million. At December 31, 2068,Company had $218.0 million available for bairgy and letters of credit under the
revolving credit facility, of which $36.0 millionfdorrowings and $10.0 million of letters of crediére outstanding, leaving $172.0 million for
additional borrowing and letters of credit.

Due to the non-cash charges and resultinghnetme impact in the fourth quarter of 2008, owoteing credit agreement would have
precluded payment of our normal quarterly dividelne to a limitation based on net earnings. As altresn January 9, 2009, we and certain of
our subsidiaries entered into an amendment pursaaviiich the lenders agreed to permit us, amohgrahings, to declare and pay dividends
ratably with respect to our common shares in amegggde amount not to exceed $25 million during fisval year, provided that no such
dividend may be paid unless at the time of suchmeayt and after giving effect thereto, (i) no defasicontinuing or would result therefrom
and (ii) the borrowing availability under the reviolg credit facility is at least $100 million. Asig of the amendment, we agreed to, among
other things, an increase of the non-use commitrigentate from 0.20% to 0.50% and an increaseenéfiplicable interest rate margin. As
noted above, borrowings under the revolving crizdiility bear interest at a rate equal to a bat=galLIBOR, at our option, plus a specified
variable percentage determined by reference tthiireremaining borrowing availability under the sbxng credit facility. The amendment
increases the specified variable percentages. Miea@ment also prohibits us from repurchasing oorrnon shares.

Amounts owed under the revolving credit fagilhay be accelerated upon the occurrence of vaeents of default set forth in the
agreement, including, without limitation, the fa#uo make interest payments when due and breathesenants, representations and
warranties set forth in the agreement.

The revolving credit facility is secured b§imst priority lien on substantially all of our ats and the assets of our U.S. operating subsd
that are also borrowers thereunder. The amendedvieg credit facility continues to place restrais on our ability and certain of our
subsidiaries to, among other things, incur deletater liens, make investments, sell assets, unaettaksactions with affiliates and enter into
unrelated lines of business. At January 30, 2000,8million of borrowings and $10.0 million offets of credit were outstanding under the
revolving credit facility.

Capital Expenditures
A component of our long-term strategy is oapital expenditure program including our organiavgh initiatives.

The final phase for our $139 million heat trplate expansion project at our Trentwood facilityfSpokane, Washington, has been
completed. This project significantly increased beat treat plate production capacity and augmemtegroduct offerings by increasing the
thickness of heat treat stretched plate we canumetbr aerospace, defense and general enginesgpiigations.

In 2007, we announced a $91 million investnprngram in our rod, bar and tube value streamudinly a facility to be located in
Kalamazoo, Michigan, as well as improvements aalexisting extrusion and drawing facilities. Timgestment program is expected to
significantly improve the capabilities and efficoées of our rod and bar and seamless extruded rawechdube operations and enhance the
market position of such products. We expect théifiain Kalamazoo, Michigan to be equipped withawextrusion presses and a remelt
operation. Completion of these investments is ebquetm occur by early 2010. We estimate that artiaddl $45 million to $55 million will be
incurred in 2009.

During 2008, we purchased for $10 million tkal property of our Los Angeles, California fagiliwhich we previously leased. The
majority of the remainder of our capital spendin@008 included projects to enhance Kaiser Sé@leeapabilities at various plants, significar
reduce energy consumption at one of the casting imour Trentwood facility in Spokane, Washingtord increase capacity at our Tennalum
facility in Jackson, Tennessee. Remaining amouetg wpread among all manufacturing locations ojepit® expected to reduce operating
costs, improve product quality, increase capadityrance operational security.
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The following table presents our capital exgizmes, net of accounts payable, for each of tet three fiscal years (in millions of dollars):

Year Ended December 31, 200

July 1, 2006 Predecessor

Year Ended Year Ended through January 1, 200¢
December 31 December 31 December 31 to

2008 2007 2006 July 1, 2006
Heat treat expansion proje $ 20 % 41  $ 26 $ 22
Rod, bar and tube value stream investn 28 7 — —
Purchase of real property of our Los Angeles, Gilifa facility 10 — — —
Other 36 17 10 8
Capital expenditures in accounts paye (1) (3 (6) 2
Total capital expenditures, net of accounts pay $ 93 $ 62 $ 30 $ 28

Total capital expenditures for Fabricated Raisl are currently expected to be up to $60 mitm&70 million for all of 2009 and are
expected to be funded using cash from operati@mrsowings under our revolving credit facility, other third party financing sources.

The level of anticipated capital expenditui@sfuture periods may be adjusted from time toetidepending on our business plans, price
outlook for fabricated aluminum products, our dhito maintain adequate liquidity and other fact®te assurance can be provided as to the
timing or success of any such expenditures.

Debt and Capital

On December 19, 2008, we executed a promissagy (the “Note”) in the amount of $7.0 million¢onnection with the purchase of real
property of our Los Angeles, California facilityterest is payable on the unpaid principal balarid¢he Note monthly in arrears on the
outstanding principal balance at the prime rateledmed in the Note, plus 1.5%, in no event toeexc10% per annum, on the first day of each
month commencing on February 1, 2009. A princiairpent of $3.5 million is due February 1, 2012 #raremaining principal of
$3.5 million is due on February 1, 2013. The Netedcured by the deed of trust of the property.

On July 6, 2006, concurrent with the executibthe revolving credit facility, discussed in tt&ources of Liquidity’ section above, we
entered into a term loan facility with a group efiflers that provided for a $50 million term loamigunteed by certain of our domestic opere
subsidiaries. The term loan facility was fully draan August 4, 2006. The term loan facility hadva{year term expiring in July 2011, at
which time all principal amounts outstanding themer would be due and payable. Borrowings undetettm loan facility bore interest at a
rate equal to either a premium over a base priteearaa premium over LIBOR, at our option. On Debeml3, 2007, the term loan was pai
full without incurring any pre-payment penalties.

Dividends

In June 2007, our Board of Directors initiated payment of a regular quarterly cash dividei. b8 per common share. In June 2008, our
Board of Directors increased the payment of a megyliarterly cash dividend to $.24 per common sHzaieh declared dividend in 2008 and
2007 was paid in the subsequent quarter. In 2062807, we paid a total of $17.2 million, or $.8F pommon share, and $7.4 million, or $
per common share, respectively, in cash dividemdeuthis program.

In January 2009, our Board of Directors desdeainother quarterly cash dividend of $0.24 permomshare, or $4.8 million, to stockhold
of record at the close of business on January @@, 2vhich was paid on February 13, 2009.

50




Stock Repurchase Plan

During the second quarter of 2008, our Bodicectors authorized the repurchase of up to ®fbon of our common shares, with
repurchase transactions to occur in open-markgtieately negotiated transactions at such timespaings as management deemed appropriate
and to be funded with our excess liquidity aftesilmg consideration to internal and external groapiportunities and future cash flows. The
program may be modified, extended or terminatedoyBoard of Directors at any time. We repurchasé2, 706 common shares at the
weighted-average price of $49.05 per share dur@@2As of December 31, 2008, $46.9 million remdiaeailable for repurchases under the
existing repurchase authorization.

As discussed in the “Sources of Liquiditabove, in January 2009, we amended our revolvieditcfacility to permit continued quarterly
dividend payments subject to certain conditione @mendment also prohibits us from making sharerobpses. As a result, we can no longer
repurchase our common shares or withhold commorestia satisfy employee minimum statutory withhod¢gobligations without lender
approval.

Capital Structure

SuccessorOn July 6, 2006, the effective date of our Planmspant to the Plan, all equity interests in Kamatstanding immediately prior
such date were cancelled without consideration,26n@00,000 new common shares were issued todaghity disbursing agent for
distribution in accordance with our Plan. As wecdissed in Note 10 of Notes to Consolidated Findi&tetements included in Item 8.
“Financial Statements and Supplementary Data” dselvdere in this Report, there are restrictionghentransfer of our common shares. In
addition, our revolving credit facility, as amendedohibits us from repurchasing our common staudk lémits our ability to pay dividends.

PredecessorPrior to July 6, 2006, effective date of our PIsIAXXAM Inc. and one of its wholly owned subsidiasieollectively owned
approximately 63% of our common shares, with tmeaiaing approximately 37% being publicly held. Ruanst to our Plan, all of the pre-
emergence equity interests in Kaiser were cancelléitbut consideration upon our emergence from tdvapl bankruptcy on July 6, 2006.

Environmental Commitments and Contingencies

We are subject to a number of environmentatland regulations, to fines or penalties assdeseadleged breaches of the environmental
laws and regulations, and to claims and litigatlased upon such laws and regulations. Based oevaluation of these and other
environmental matters, we have established envieoah accruals of $9.6 million at December 31, 2¢08wvever, we believe that it is
reasonably possible that changes in various factuukl cause costs associated with these enviralameatters to exceed current accruals by
amounts that could be, in the aggregate, up tstima&ted $14.0 million, primarily in connection tvibur ongoing efforts to address the
historical use of oils containing polychlorinateghenyls, or PCBs, at the Trentwood facility in 8ape, Washington where we are working
with regulatory authorities and performing studi@sl remediation pursuant to several consent owdéinghe State of Washington.

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

Contractual Obligations and Commercial Commitments

We are obligated to make future payments umddous contracts such as long-term purchase atiigs and lease agreements. We have
grouped these contractual obligations into opegadictivities, investing activities and financindigities in the same manner as they are
classified in the Statement of Consolidated Caslw§lin order to provide a better understandindiefriature of the obligations and to provide
a basis for comparison to historical information.
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The following table provides a summary of significant contractual obligations at DecemberZ108 (dollars in millions):

Payments Due by Perioc

2013 and
Total 2009 2010 2011 2012 Thereafter
Operating activities
Purchase obligations(. $ 210.t $ 197.t $ 15 $ 14 $ 12 $ 88
Operating leases(: 51.¢ 5.€ 4.1 2.7 2.3 37.1
Environmental liability(1) 9.6 3.3 1.6 2.7 14 6
Deferred revenue arrangements .9 .9 — —
Investing activities
Capital equipment(z 12.4 12.4 — — — —
Financing activities
Borrowings under revolving credit
facility 36.C — — 36.C — —
Note payable 7.C — — — 3.t 3.5
Other:
Standby letters of credit(: 10.C
Uncertain tax liabilities (FIN 48)(4 21.¢ 11.¢
Total contractual obligations(’ $ 231.F $ 7.2 $ 42t $ 8E $ 50.C

(1) See"Obligations for Operating Activiti¢’ below.
(2) See"Obligations for Investing Activitie€’ below.

(3) This amount represents the total amount committetbustandby letters of credit, substantially &lvbich expire within approximatel
twelve months. The letters of credit relate priyaid workers’ compensation, environmental and pHutivities. As the amounts under
these letters of credit are contingent on nonpayreethird parties, it is not practical to presanhual payment informatio

(4) At December 31, 2008, we had uncertain tasitjpms which ultimately could result in a tax pagmh We could pay up to $11.8 million in
the third quarter of 2009. With respect to the rigring amount, as the amount of ultimate tax paynigenbntingent on the tax authorities’
assessment, it is not practical to present anrayghpnt information

(5) Total contractual obligations exclude future anruslable cash contributions to the VEBAS, whichmat be determined at this time. ¢
“Off-Balance Sheet and Other Arrangemerisiow for a summary of possible annual variabld@mtribution amounts at various lev
of earnings and cash expenditul

Obligations for Operating Activities

Cash outlays for operating activities primadbnsist of purchase obligations with respectuogrimary aluminum, other raw materials,
energy and alumina commitments and operating leases

We have various contracts with suppliers afrahum that require us to purchase minimum quastitf aluminum in future years at a price
to be determined at the time of purchase primédged on the underlying metal price at that timaoAnts included in the table are based on
minimum quantity at the December 31, 2008 metag Ve believe the minimum quantities are lowentbar current requirements for
aluminum. Actual quantity and actual metal pricetha time of purchase could be different.

Operating leases represent multi-year oblgatifor certain manufacturing facilities, warehogsioffice space and equipment.

Deferred revenue arrangements relate to comenit fees received from customers for future dejiwd products over the specified contract
period. While these obligations are not expectegsaolt in cash payments, they represent contriashligiations for which we would be
obligated if the specified product deliveries contit be made. Purchase obligations represent rariala energy and other purchase
obligations.

Environmental liability represents the Decentii 2008 environmental accrual.
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Obligations for Investing Activities

Capital project spending included in the pdaog table represents non-cancelable capital comemits as of December 31, 2008. We expect
capital projects to be funded through cash fromaparations, borrowing under our revolving creditifity or other financing sources.

Obligations for Financing Activities

Cash outlays for financing activities consisbur obligations under long term debt. As of Deber 31, 2008, we had $36.0 million
outstanding borrowings under our revolving creddility and $7.0 million of note payable.

Off-Balance Sheet and Other Arrangements

We have agreements to supply alumina to apditchase aluminum from Anglesey through Septer@bé®, the end of the current power
contract. Both the alumina sales agreement andapyimuminum purchase agreement are tied to primkayinum prices.

Our employee benefit plans include the follogvi

. We are obligated to make monthly contributionsieé dollar per hour worked by each bargaining emiployee to the appropriate
multi-employer pension plans sponsored by the USWIAM and certain other unions at six of our proiiton facilities. This
obligation came into existence in December 2008dar of our production facilities upon the termiioa of four defined benefit plar
The arrangement for the other two locations carteeeristence during the first quarter of 2005. Weently estimate that
contributions will range from $2 million to $4 mdh per year

. We have a defined contribution 401(k) saving# (ita hourly bargaining unit employees at five of @roduction facilities. We are
required to make contributions to this plan foiaecbargaining unit employees at these productamilifies that will range from $800
to $2,400 per employee per year, depending onrtioyee’s age and/or service. This arrangement ¢afoexistence in
December 2004 for two production facilities upoa tArmination of a defined benefit plan. The areangnt for the other three
locations came into existence in December 2006cMviently estimate that contributions to such phailsrange from $1 million to
$3 million per year

. We have a defined benefit plan for our salariedlegges at our production facility in London, Ontawith annual contributions bas
on each salaried employee’s age and years of seidecember 31, 2008, approximately 53% of tlha pssets are invested in
equity securities, 40% of plan assets are invdsteeébt securities and the remaining plans assetmaested in short term securities.
The Company’s investment committee reviews anduatet the investments portfolio. The asset mixetaatjocation on the long term
is approximately 60% in equity securities and 3@débt securities with the remaining assets intdlean securities

. We have a defined contribution 401(k) savings fitarsalaried and n¢-bargaining unit hourly employees providing for atameof
certain contributions dollar for dollar on the fifsur percent of compensation made by employees @h annual contribution of
between 2% and 10% of their compensation deperatintgeir age and years of service. All new hirgésrafanuary 1, 2004 receive a
fixed 2% contribution. We currently estimate thabtributions to such plan will range from $4 mitlitco $6 million per yeal

. We have a nc-qualified defined contribution restoration plan kay employees who would otherwise suffer a lodsesfefits unde
our defined contribution 401(k) savings plan assult of the limitations by the Coc

. We have an annual variable cash contributiohéoMEBA under agreements reached during our chapteankruptcy. Under these
agreements, the amount to be contributed to theA&Bill be 10% of the first $20 million of annuadsh flow (as defined; but
generally, earnings before interest, taxes andedégtion and amortization less cash payments foong other things, interest, income
taxes and capital expenditures), plus 20% of ancasth flow, as defined, in excess of $20 millionr @greement with the Union
VEBA terminates for periods beginning after Decenttis 2012. Under these agreements the aggregatrk
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EBITDA
$ 20.(
40.C
60.C
80.C
100.(
120.(
140.(
160.(
180.(
200.(

payments may not exceed $20 million and are atsitdd (with no carryover to future years) to théeax that the payments wot
cause our liquidity to be less than $50 millionclSamounts are determined on an annual basis aatblpavithin 120 days following
the end of fiscal year, or within 15 days followitige date on which we file our Annual Report onrRdi0-K with the SEC (or, if no
such report is required to be filed, within 15 dayshe delivery of the independent auditor’s opmbf our annual financial
statements), whichever is earlier. At December28D8, an annual contribution of $4.9 million wasraed and is payable in the first
quarter of 2009

The following table shows (in millions of dollar)e estimated amount of variable VEBA payments wWaild occur under the:
agreements at differing levels of earnings befagreciation, interest, income taxes (“EBITDA”) azash payments in respect of,
among other items, interest, income taxes andaapipenditures. The table below does not congidgeliquidity limitation and certa
other factors that could impact the amount of \dea/EBA payments due and, therefore, should bsidened only for illustrative
purposes

Cash Payments for
Capital Expenditures, Income Taxes,
Interest Expense, etc.

$25.0 $50.0 $75.0 $100.0
$ — $ — $ — $ —
1t — — —
5.C 1.C — —
9.C 4.C .5 —
13.C 8.C 3.C —
17.C 12.C 7.C 2.C
20.C 16.C 11.C 6.C
20.C 20.C 15.C 10.C
20.C 20.C 19.C 14.C
20.C 20.C 20.C 18.C

We have a short term incentive compensation placdtain members of management payable in casthvigibased primarily o
earnings, adjusted for certain safety and perfooadiactors. Most of our production facilities hammilar programs for both hourly
and salaried employee

We have a sto-based lon-term incentive plan for certain members of managerard our directors. As more fully discussed irtéd
11 of Notes to Consolidated Financial Statementduded in Item 8. “Financial Statements and Suppletary Data,” an initial,
emergence-related award was made under this pragrima second half of 2006. Awards were also ma@9d07 and 2008, and
additional awards are expected to be made in 2669wure years

We have outstanding letters of credit of $10.0iomllunder our revolving credit facility as of Dedeen 31, 2008
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Critical Accounting Estimates

Our consolidated financial statements aregmegpin accordance with United States generallg@ted accounting principles (“GAAP”). In
connection with the preparation of our financialtsments, we are required to make assumptionsstimiages about future events, and apply
judgments that affect the reported amounts of askabilities, revenue and expenses and the eldiselosures. We base our assumpti
estimates and judgments on historical experienaeet trends and other factors that managemeisMesl to be relevant at the time our
consolidated financial statements are prepareca @gular basis, management reviews the accouptiligies, assumptions, estimates and
judgments to ensure that our financial statemenetpeesented fairly and in accordance with Uniteate® GAAP. However, because fut
events and their effects cannot be determined edittainty, actual results could differ from ourw@sptions and estimates, and such differences
could be material.

Our significant accounting policies are disadin Note 1 of Notes to Consolidated Financiate®hents, included in Item 8. “Financial
Statements and Supplementary Data.” Managemermveslithat the following accounting estimates agentiost critical to aid in fully
understanding and evaluating our reported finameslilts, and require managemsentiost difficult, subjective or complex judgmentssulting
from the need to make estimates about the efféctmtiers that are inherently uncertain. Managerhastreviewed these critical accounting
estimates and related disclosures with the Audih@dtee of our Board of Directors.

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 and
bankruptcy, we applied “fresh start” accepted valuation techniques, including estimates discussed herein are reasonable, if
accounting to our consolidated financial discounted cash flow and market multiple  actual results are not consistent with our
statements as required by SOP 90-7. As analyses. These types of analyses contain  estimates or assumptions, we may be

such, in July 2006, we adjusted uncertainties because they require exposed to an impairment charge that could
stockholders’ equity to equal the management to make assumptions and to  be significant.

reorganization value of the entity at apply judgment to estimate industry

emergence. Additionally, items such as economic factors and the profitability of

accumulated depreciation, accumulated future business strategies.

deficit and accumulated other compreher
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. Items 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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Description

Judgments and Uncertainties

Potential Effect if Actual Results
Differ From Assumptions

Our judgments and estimates with respec
to commitments and contingencies

Valuation of legal and other continge

and substantial uncertainty. Under United
States GAAP, companies are required to
accrue for contingent matters in their
financial statements only if the amount of
any potential loss is both “probable” and the
amount (or a range) of possible loss is
“estimatable.”In reaching a determination
the probability of an adverse ruling in
respect of a matter, we typically consult
outside experts. However, any such
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 for in
our financial statements. Additionally, facts
and circumstances in respect of a matter can
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

In estimating the amount of any loss

claims is subject to a great deal of judgment many instances a single estimation of the
loss may not be possible. Rather, we may
only be able to estimate a range for possible
losses. In such event, United States GAAP
requires that a liability be established for at
least the minimum end of the range
assuming that there is no other amount
which is more likely to occur.

Although we believe that the judgments :
estimates discussed herein are reasonable,
actual results could differ, and we may be
exposed to losses or gains that could be
material if different than those reflected in
our accruals.

To the extent we prevail in matters for wh
reserves have been established or are
required to pay amounts in excess of our
reserves, our future results from operations
could be materially affected.




Description

Judgments and Uncertainties

Potential Effect if Actual Results
Differ From Assumptions

Our judgments and estimates in respect «
our employee defined benefit plans

At December 31, 2008, we had two defit
benefit postretirement medical plans (the
postretirement medical plans maintained by
the VEBAs which we are required to reflect
on our financial statements) and a pension
plan for our Canadian plant. Liabilities and
expenses for pension and other

Since recorded obligations represent
present value of expected pension and
postretirement benefit payments over the
of the plans, decreases in the discount rate
(used to compute the present value of the
payments) would cause the estimated
obligations to increase. Conversely, an

The rate used to discount future estims
liabilities is determined considering the rates
available at year end on debt instruments
could be used to settle the obligations of the
plan. A change in the discount rate' 6 of

1% would impact the accumulated pension
benefit obligations by approximately $.1

postretirement benefits are determined using increase in the discount rate would cause themillion, $1.4 million and $8.0 million in
estimated present value of the obligations to relation to the Canadian pension plan, the

actuarial methodologies and incorporate
significant assumptions, including the rate
used to discount the future estimated
liability, the long-term rate of return on plan
assets, and several assumptions relating to
the employee workforce (i.e. salary

decline. The LTRR on plan assets reflect:
assumption regarding what the amount of
earnings would be on existing plan assets
(before considering any future contributions
to the plans). Increases in the assumed

increases, medical costs, retirement age, andLTRR would cause the projected value of
mortality). The most significant assumptions plan assets available to satisfy pension and

used in determining the estimated year-end

obligations were the assumed discount rate,

long-term rate of return (“LTRR”) and the
assumptions regarding future medical cost
increases.

See Note 10 of Notes to Consolidated
Financial Statements in Item 8. “Financial
Statements and Supplementary Data” for
additional information in respect of the
benefit plans.

postretirement obligations to increase,
yielding a reduced net expense in respe!
these obligations. A reduction in the LTRR
would reduce the amount of projected net
assets available to satisfy pension and
postretirement obligations and, thus, cause
the net expense in respect of these

Salaried VEBA and the Union VEBA,
respectively, and impact 2009 results by
$.6 million.

The LTRR on plan assets is estimated by
considering historical returns and expected
returns on current and projected asset
allocations. A change in the assumption for
LTRR on plan assets &f 4«of 1% would
impact net loss by approximately $.1 million
and $.7 million in 2009 in relation to the
Salaried VEBA and the Union VEBA,
respectively.

obligations to increase. As the assumed rate An increase in the health care trend raté/ of
of increase in medical costs goes up, so does:of 1% would increase the accumulated

the net projected obligation. Conversely, if
the rate of increase was assumed to be
smaller, the projected obligation would
decline.
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benefit obligations of the Union VEBA by
approximately $8.3 million and increase
2009 expense by $1.3 million in 2009 and a
decrease in the health care trend ratd of

of 1% would decrease accumulated benefit
obligations of the Union VEBA by
approximately $6.9 million and decrease
2009 expense by $1.1 million in 20(




Description

Judgments and Uncertainties

Potential Effect if Actual Results
Differ From Assumptions

Our judgments and estimates in respect t
environmental commitments and
contingencies.

We are subject to a number of environme
laws and regulations, to fines or penalties

Making estimates of possible environmental Although we believe that the judgments and

remediation costs is subject to inherent

assessed for alleged breaches of such laws uncertainties. As additional facts are

and regulations and to claims and litigation
based upon such laws and regulations. B
on our evaluation of environmental matters,

developed and definitive remediation plans
and necessary regulatory approvals for
implementation of remediation are

we have established environmental accruals, established or alternative technologies are

primarily related to potential solid waste
disposal and soil and groundwater
remediation matters. These environmental
accruals represent our estimate of costs
reasonably expected to be incurred on a
going concern basis in the ordinary cours
business based on presently enacted laws
and regulations, currently available facts,
existing technology and our assessment of
the likely remediation action to be taken.

See Note 12 of Notes to Consolidated
Financial Statements in Item 8. “Financial
Statements and Supplementary Data” for
additional information in respect of
environmental contingencie

developed, changes in these and other fe
may result in actual costs exceeding the
current environmental accruals.
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estimates discussed herein are reasonable,
actual results could differ, and we may be
exposed to losses or gains that could be
material if different than those reflected in
our accruals.

To the extent we prevail in matters for wh
reserves have been established, or are
required to pay amounts in excess of our
reserves, our future results from operations
could be materially affected.




Description

Judgments and Uncertainties

Potential Effect if Actual Results
Differ From Assumptions

Our judgments and estimates in respect «
conditional asset retirement obligations

We recognize conditional asset retirem
obligations (CAROSs) related to legal
obligations associated with the normal
operations of certain of our facilities. These
CARQOs consist primarily of incremental
costs that would be associated with the
removal and disposal of asbestos (all of
which is believed to be fully contained and
encapsulated within walls, floors, ceilings or
piping) of certain of the older facilities if
such facilities were to undergo major
renovation or be demolished. No plans
currently exist for any such renovation or
demolition of such facilities and our current
assessment is that the most probable
scenarios are that no such CARO would be
triggered for 20 or more years, if at all.

Under current accounting guidelines,
liabilities and costs for CAROs must be
recognized in a company'’s financial
statements even if it is unclear when or if
CARO will be triggered. If it is unclear wh
or if a CARO will be triggered, companies
are required to use probability weighting for
possible timing scenarios to determine the

probability weighted amounts that should be

recognized in the company’s financial
statements.

See Note 5 of Notes to Consolidated
Financial Statements in Item 8. “Financial
Statements and Supplementary Data” for
additional information in respect of
environmental contingencie

The estimation of CAROs is subject ti
number of inherent uncertainties including:
(1) the timing of when any such CARO may
be incurred, (2) the ability to accurately
identify all materials that may require spe
handling or treatment, (3) the ability to
reasonably estimate the total incremental
special handling and other costs, (4) the
ability to assess the relative probability of
different scenarios which could give rise t
CARQO, and (5) other factors outside a
company’s control including changes in

Although we believe that the judgments :
estimates discussed herein are reasonable,
actual results could differ, and we may be
exposed to losses or gains that could be
material if different than those reflected in
our accruals.

regulations, costs and interest rates. As such,

actual costs and the timing of such costs
vary significantly from the estimates,
judgments and probable scenarios
considered, which could, in turn, have a
material impact on our future financial
statements.
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Potential Effect if Actual Results
Description Judgments and Uncertainties Differ From Assumptions

Long Lived Assets

Long-lived assets other than goodwilland ~ Our impairment loss calculations would We have not made any material changes in
indefinite-lived intangible assets, which are contain uncertainties because they require  our impairment loss assessment
separately tested for impairment, are management to make assumptions and applymethodology during the past three fiscal
evaluated for impairment whenever eveni judgment to estimate future cash flows i years.

changes in circumstances indicate that the asset fair values, including forecasting us

carrying value may not be recoverable. lives of the assets and selecting the discount We do not believe there is a reasonable
When evaluating long-lived assets for rate that reflects the risk inherent in future  likelihood that there will be a material
potential impairment, we first compare the  cash flows. change in the estimates or assumptions we
carrying value of the asset to the asset’'s use to calculate long-lived asset impairment
estimated future cash flows (undiscounted losses. However, if actual results are not
and without interest charges). If the consistent with our estimates and
estimated future cash flows are less than the assumptions used in estimating future cash
carrying value of the asset, we calculate an flows and asset fair values, we may be
impairment loss. The impairment loss exposed to further losses from impairment
calculation compares the fair value, which charges that could be material.

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 asset
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Description

Judgments and Uncertainties

Potential Effect if Actual Results
Differ From Assumptions

Income Tax Provision.

We have substantial tax attributes available
to offset the impact of future income taxes.
We have a process for determining the need
for a valuation allowance with respect to
these attributes. The process includes an
extensive review of both positive and
negative evidence including our earnings
history, future earnings, adverse recent
occurrences, carry forward periods, an

the timing differences. At the conclusion of
this process in 2007, we determined we met
the “more likely than not” criteria to
recognize the vast majority of our tax
attributes. The benefit associated with the
reduction of the valuation allowance,
previously recorded against these tax
attributes, was recorded as an adjustment to
Stockholders’ equity rather than as a
reduction of income tax expense.

We expect to record a full statutory tax
provision in future periods and, therefore,
the benefit of any tax attributes realized will
only affect future balances sheets and
statements of cash flows.

In accordance with United States GAAP,
financial statements for interim periods
include an income tax provision based or
effective tax rate expected to be incurred in
the current year.

Inherent within the completion of our
assessment of the need for a valuation
allowance, we made significant judgments
and estimates with respect to future
operating results, timing of the reversal of
deferred tax assets and our assessment of
current market and industry factors. In order
to determine the effective tax rate to appl

Although we believe that the judgments and
estimates discussed herein are reasonable,
actual results could differ, and we may be
exposed to losses or gains that could be
material.

A change in our effective tax rate by 1%
would have had an impact of approximately

interim periods estimates and judgments are $.9 to net loss for the year ended
assessment of the industry and the impact of made (by taxable jurisdiction) as to the

amount of taxable income that may be
generated, the availability of deductions and
credits expected and the availability of net
operating loss carry forwards or other tax
attributes to offset taxable income.

Making such estimates and judgments is
subject to inherent uncertainties given the
difficulty predicting such factors as future
market conditions, customer requirements,
the cost for key inputs such as energy and
primary aluminum, overall operating
efficiency and many other items. However,
if among other things, (1) actual results vary
from our forecasts due to one or more of the
factors cited above or elsewhere in this
Report, (2) income is distributed differently
than expected among tax jurisdictions, (3)
one or more material events or transactions
occur which were not contemplated, (4)
other uncontemplated transactions occur, or
(5) certain expected deductions, credits or
carry forwards are not available, it 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
Consolidated Financial Statements included
in Item 8. “Financial Statements and
Supplementary Data” for additional
discussion of these matte
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Description

Judgments and Uncertainties

Potential Effect if Actual Results
Differ From Assumptions

Tax Contingencies.

We adopted FASB Interpretation No. 48,

Accounting for Uncertainty in Income Tax
an Interpretation of FASB Statement No.

(“FIN 48”) at emergence. The adoption of
FIN 48 did not have a material impact on

financial statements.

In accordance with FIN 48, we use a “more
likely than not” threshold for recognition of
tax attributes that are subject to uncertainties
and measure reserves in respect of such
expected benefits based on their probability
as prescribed by FIN 48. A number of years
may elapse before a particular matter, for
which we have established a reserve, is
audited and fully resolved or clarified. We
adjust our FIN 48 reserve and income tax
provision in the period in which actual
results of a settlement with tax authorities
differs from our established reserve, the
statute of limitations expires for the relevant
tax authority to examine the tax position or
when more information becomes availal

Inventory Valuation

We value our inventories at the lower of ¢

or market value. For the Fabricated Products
segment, finished products, work in process
and raw material inventories are stated on
LIFO basis and other inventories, principz
operating supplies and repair and
maintenance parts, are stated at average

All inventories in the Primary Aluminum
segment are stated on the first-in, first-out
basis. Inventory costs consist of material,
labor and manufacturing overhead, incluc
depreciation. Abnormal costs, such as idle
facility expenses, freight, handling costs and
spoilage, are accounted for as current period
charges. We determine the market value of
our inventories in according to Accounting
Research Bulletin No. 43 (“ARB No. 43"),
Chapter 4, Inventory Pricing, whereby
market is determined based on the current
replacement cost, by purchase or by
reproduction, except that it does not exceed
the net realizable value and it is not less than
net realizable value reduced by an
approximate normal profit margi

Our FIN 48 reserve contains uncertainties
because management is required to make
assumptions and to apply judgment to
estimate the exposures associated with our
various filing positions.

Our effective income tax rate is also affec
by changes in tax law, the tax jurisdiction of

Although management believes that the
judgments and estimates discussed here
reasonable, actual results could differ, and
we may be exposed to losses or gains that
could be material.

To the extent we prevail in matters for wh
reserves have been established, or are

new plants or business ventures, the level of required to pay amounts in excess of our

earnings and the results of tax audits.

Our estimate of market value of ¢
inventories contains uncertainties because
management is required to make
assumptions and to apply judgment to
estimate selling price of our inventories,
costs to complete our inventories and nor
profit margin.

Making such estimates and judgments is
subject to inherent uncertainties given the
difficulty predicting such factors as future
commodity prices and market conditions.
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reserves, our effective income tax rate in a
given financial statement period could be
materially affected. An unfavorable tax
settlement could require use of our cash and
would result in an increase in our effective
income tax rate in the period of resolutior
favorable tax settlement would be
recognized as a reduction in our effective
income tax rate in the period of resolution.

A change in our effective tax rate by 1%
would have had an impact of approximately
$.9 to net loss for the year ended
December 31, 200t

Although we believe that the judgments :
estimates discussed herein are reasonable,
actual results could differ, and we may be
exposed to losses or gains that could be
material.

A change in our normal profit margin by 1%
would have had an impact of approximately
$2.9 to net loss for the year ended
December 31, 2008.

A change in our selling price by 10% would
have had an impact of approximately $1.5 to
net loss for the year ended December 31,
2008.

A change in our cost to complete by 10%
would have had an impact of approximately
$7.4 to net loss for the year ended
December 31, 2008.




Predecessor:

For a discussion of critical accounting pagbf the Predecessor before emergence, see Nofe\alles to Consolidated Financial
Statements included in Item 8. “Financial Statemamid Supplementary Data” of this Report.

New Accounting Pronouncements

On January 1, 2008, we adopted Statementnain€ial Accounting Standards No. 15ajr Value Measuremen{§SFAS No. 157"). SFAS
No. 157 defines fair value, establishes a frameviorkneasuring fair value in accordance with US GAANnd expands disclosures about
value measurements. The provisions of this stanaaptl to other accounting pronouncements thatirequ permit fair value measurements
and are to be applied prospectively with limitedeptions.

SFAS No. 157 defines fair value as the piiae tvould be received to sell an asset or paidcatwster a liability in an orderly transaction
between market participants at the measurement Taie standard is now the single source in GAARte definition of fair value, except for
the fair value of leased property as defined ine®t&nt of Financial Accounting Standards No.A&ounting for LeasesSFAS No. 157
establishes a fair value hierarchy that distingesshetween (i) market participant assumptions dgeel based on market data obtained from
independent sources (observable inputs) and (iBndity’s own assumptions about market particigestumptions developed based on the best
information available in the circumstances (unobakle inputs). The fair value hierarchy consistthoée broad levels, which gives the highest
priority to unadjusted quoted prices in active nedskfor identical assets or liabilities (Level hdahe lowest priority to unobservable inputs
(Level 3). The three levels of the fair value hiersy under SFAS No. 157 are described below:

. Level 1— Unadjusted quoted prices in active markets thatacessible at the measurement date for identinagstricted assets
liabilities.

. Level 2 — Inputs other than quoted prices inctuddthin Level 1 that are observable for the asséiability, either directly or
indirectly, including quoted prices for similar assor liabilities in active markets; quoted priéesidentical or similar assets or

liabilities in markets that are not active; inpather than quoted prices that are observable asiset or liability (e.g., interest rates);
and inputs that are derived principally from orroborated by observable market data by correlatrasther means

. Level 3— Inputs that are both significant to the fair valneasurement and unobserval

Our derivative contracts are valued at falugausing significant other observable and unotedgevinputs. Such financial instruments
consist of primary aluminum, natural gas, and fgmeturrency contracts. The fair values of majooityhese derivative contracts are based |
trades in liquid markets, such as aluminum optidauation model inputs can generally be verified &aluation techniques do not involve
significant judgment. The fair values of such fini@hinstruments are generally classified withirveE2 of the fair value hierarchy.

We have some derivative contracts that ddage observable market quotes. For these finaimslments, management uses significant
other observable inputs (i.e., information conasgniegional premiums for swaps). Where appropriatkiations are adjusted for various
factors such as bid/offer spreads.
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The following table presents our assets aaddllities that are measured and recognized avédire on a recurring basis classified under the
appropriate level of the fair value hierarchy aPetember 31, 2008:

Level 1 Level 2 Level 3 Total
Derivative asset:
Aluminum swap contract $ — $ 321 $ — $ 327
Aluminum option contract — 14.t — 14.t
Krona forward contrac — A — 1
Midwest premium swap contrac — — — —
Total $ — $ 478 $ — $ 478
Derivative liabilities:
Aluminum swap contract $ — $ (82.0) $ — $ (82.0)
Aluminum option contract — (3. — (3.3
Pound Sterling forward contra — (14.9 — (14.9
Euro dollar forward contrac (.9 — (.9
Krona forward contrac — (:5) — (:5)
Natural gas swap contrac — 4.9 — 4.9
Midwest premium swap contrac — — (1.1 (1.1
Total $ — $ (105.9) $ (1) $ (106.9

Financial instruments classified as Level gim fair value hierarchy represent derivative maxcts in which management has used at least
one significant unobservable input in the valuatimodel. The following table presents a reconciiatdf activity for such derivative contracts
on a net basis:
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Balance at January 1, 20( $ —
Total realized/unrealized losses included
Cost of goods sold excluding depreciation expt (2.2
Purchases, sales, issuances and settler
Transfers in and (or) out of Level

Balance at December 31, 2C $ (1)

Total losses included in earnings attributabldhod¢hange in unrealized losses relating to devigatontracts still held at
December 31, 200! $ (1.1

For all other recently issued and recentlypheld accounting pronouncements, see the sectiow Aseounting Pronouncementf’dm Note
1 of Notes to Consolidated Financial Statementiuded in Item 8. “Financial Statements and Supplgarg Data” of this Report.

ltem 7A. Quantitative and Qualitative Disclosures About MakRisk

Our operating results are sensitive to chaingése prices of alumina, primary aluminum andrfedted aluminum products, and also dep
to a significant degree upon the volume and mialbproducts sold. As discussed more fully in Nb8of Notes to Consolidated Financial
Statements, we historically have utilized hedgmags$actions to lock-in a specified price or ranfpriwes for certain products which we sell or
consume in our production process and to mitigateegposure to changes in foreign currency exchaaigs and energy prices.

Sensitivity

Primary AluminumOur share of primary aluminum production from Arsglg, at maximum production capacity, is approxityate
150 million pounds annually. Because we purchaseiala for Anglesey at prices linked to primary alnom prices, only a portion of our net
revenues associated with Anglesey is exposed te pisk. We estimate the maximum net portion ofshare of Anglesey production exposed
to primary aluminum price risk to be approximat280 million pounds annually (before consideringoime tax effects).

Our pricing of fabricated aluminum productgeénerally intended to lock-in a conversion maigapresenting the value added from the
fabrication process(es)) and to pass metal prédean to customers. However, in certain instaneesdo enter into firm price arrangements. In
such instances, we do have price risk on anticipptenary aluminum purchases in respect of theotust orders. Total fabricated products
shipments during 2008, 2007, the period from Jul®0D6 through December 31, 2008 and the periad ffanuary 1, 2006 to July 1, 2006, for
which we had price risk were (in millions of pouh@28.3, 239.1, 96.0 and 103.9, respectively.

During the last three years, the volume ofitatted products shipments with underlying primalyyminum price risk was at least as much as
our net exposure to primary aluminum price riskagllesey. As such, we considered our access toeseglproduction overall to be a
“natural” hedge against fabricated products firntahierice risks. However, since the volume of fahted products shipped under firm prices
may not match up on a month-to-month basis witteetgrd Anglesey-related primary aluminum shipmentsta the extent that firm price
contracts from our Fabricated Products segmentegkttee Anglesey-related primary aluminum shipmemésysed third party hedging
instruments to eliminate any net remaining primalnminum price exposure existing at any time.

On June 12, 2008, Anglesey suffered a sigmifi¢ailure in the rectifier yard that resultedaifocalized fire in one of the power transform
As a result of the fire, Anglesey was operatingheits maximum capacity throughout the majoritythed third and fourth quarter and returned
to maximum production in December. Anglesey hap@rty damage and business interruption insuranieigmin place and expects to
recover (net of applicable deductibles) the incretalecosts and any loss of margin (assuming praoctutihat will be lost due to the outage sold
at primary aluminum prices that would have beeriapple on such volume) due to business interrupttiwough its insurance coverage. We
expected to recover, through our equity incomernigladsey, amounts that preserve the “natural” hdadigeur firm price Fabricated Products
contracts. Accordingly, we did not adjust third garedging volume for the lower production rateAoiglesey in the latter half of 2008.
However, as a
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result of the expected curtailment of Angleseysdurction discussed in Part |, Item 1. “Businessr@iesy” of this Report, the “natural hedge”
against primary aluminum price fluctuations credigaur participation in the primary aluminum mariuld be eliminated. Accordingly, we
deemed it appropriate to increase our hedgingisactiv limit exposure to such price risks, whichyrteave an adverse effect on our financial
position, results of operations and cash flows.

At December 31, 2008, the Fabricated Prodsegsnent held contracts for the delivery of fabgadatluminum products that have the effect
of creating price risk on anticipated primary alaom purchases for the period 2009 through 2012ingtapproximately (in millions of
pounds): 2009 — 142.2, 2010 — 89.7, 2011 — 76.6201® — 13.4.

Foreign CurrencyWe from time to time enter into forward exchangatcacts to hedge material exposures for foreignetuies. Our
primary foreign exchange exposure is the Anglesdgted commitment that we fund in Pound Sterling. &8timate that, before consideration
of any hedging activities, and any potential impeant of results of Anglesey’s operations, a US $n@rease (decrease) in the value of the
Pound Sterling results in an approximate $.4 millidecrease) increase in our annual pre-tax opgratcome. As of December 31, 2008, we
had forward purchase agreements for a total of @lll®>n Pound Sterling through September 2009.

Energy.We are exposed to energy price risk from fluctugprices for natural gas. We estimate that, beforeideration of any hedging
activities and the potential to pass through higtegural gas prices to customers, each $1.00 charmg®ural gas prices (per mmbtu) impacts
our annual pre-tax operating results by approxifp&é.0 million.

From time to time in the ordinary course o$imgss, we enter into hedging transactions wittonajppliers of energy and energy-related
financial investments. As of December 31, 2008,eqrosure to increases in natural gas prices hawl fighstantially limited for approximately
85% of natural gas purchases for January 2009 ghrtdarch 2009, approximately 54% of natural gaspases for April 2009 through
June 2009, approximately 48% of natural gas pueshés July 2009 through September 2009 and apmiatteily 43% of natural gas purchases
for October 2009 through December 2009.
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KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S

Management’'s Report on the Financial Statements

Our management is responsible for the prejoaxantegrity and objectivity of the accompanyiognsolidated financial statements and the
related financial information. The financial statts have been prepared in conformity with accogntrinciples generally accepted in the
United States of America and necessarily includeageamounts that are based on estimates andnefbjudgments. Our management also
prepared the related financial information includethis Annual Report on Form 10-K and is respblesfor its accuracy and consistency with
the financial statements.

The consolidated financial statements have beeited by Deloitte & Touche LLP for the yearsleth December 31, 2008 and 2007, the
period from July 1, 2006 through December 31, 2@0@, the period from January 1, 2006 to July 162@@ independent registered public
accounting firm who conducted their audits in ademice with the standards of the Public Company Beting Oversight Board (United
States). The independent registered public acaogifiims’ responsibility is to express an opinianta the fairness with which such financial
statements present our financial position, resfltsperations and cash flows in accordance witlbaeting principles generally accepted in the
United States.

Management’'s Report on Internal Control Over Finandal Reporting

Our management is responsible for establisaimmaintaining adequate internal control ovearitial reporting as defined in Rule 13a-15
(f) under the Securities Exchange Act of 1934. dternal control over financial reporting is deségnunder the supervision of our principal
executive officer and principal financial officemd effected by our Board of Directors, manageraadtother personnel, to provide reasonable
assurance regarding the reliability of financigdaging and the preparation of financial statemémt&xternal purposes in accordance with
accounting principles generally accepted in thetéthStates and include those policies and procedbat:

(1) Pertain to the maintenance of recordsithegasonable detail accurately and fairly reftaat transactions and the dispositions of our
assets;

(2) Provide reasonable assurance that ousdraions are recorded as necessary to permit atégpanof financial statements in accorde
with accounting principles generally accepted m thited States, and that our receipts and expaeditare being made only in accordance
with authorizations of our management and Boamicéctors; and

(3) Provide reasonable assurance regardingeptien or timely detection of unauthorized acdiosi, use or disposition of our assets that
could have a material effect on our financial stepts.

Because of its inherent limitations, interoahtrol over financial reporting may not preventletect misstatements. Therefore, even those
systems determined to be effective can provide oedgonable assurance with respect to financiemtnt preparation and presentation.

Under the supervision and with the participatbf our management, including our principal exieeuofficer and principal financial officer,
we assessed the effectiveness of our internal@omter financial reporting as of December 31, 20@8ng the criteria set forth by the
Committee of Sponsoring Organizations of the Tread®ommission (“COSO”) ilnternal Control — Integrated FrameworRased on its
assessment, management has concluded that ouraintentrol over financial reporting was effectae of December 31, 2008. Deloitte &
Touche LLP, the independent registered public actiog firm that audited our consolidated finanatdtements for the year ended
December 31, 2008. included in Item 8, “Financi@t&ments and Supplementary Data,” of this Anngdd®t on Form 10-K, has issued an
audit report on the effectiveness of our interrmadtool over financial reporting.

/sl Jack A. Hockem /s/ Daniel J. Rinkenberg
President and Chief Executive Offic Senior 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

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

We have audited the accompanying consolidated balgineets of Kaiser Aluminum Corporation and suases (the “Company”) as of
December 31, 2008 and 2007 (Successor Companyceatheets), and the related consolidated statemeimsome (loss), stockholders’
equity (deficit) and comprehensive income (losell eash flows for each of the two years ended Deeer®l, 2008 and December 31, 2007
(Successor Company operations), the period fro;mu2006 to December 31, 2006 (Successor Compaenations), and the period from
January 1, 2006 to July 1, 2006 (Predecessor Coympgaerations). These financial statements and éiahstatement schedules are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on the finahsitatements and financial statement
schedules based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamiqUnited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the finatataiments are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenentelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

As discussed in Note 1 to the consolidated findrstetements, the Company emerged from bankrupicjuty 6, 2006. In connection with its
emergence, the Company adopted fresh-start reggtirsuant to American Institute of Certified Paliccountants Statement of Position 90-
7, Financial Reporting by Entities in Reorganizatiamder the Bankruptcy Codes of July 1, 2006. As a result, the consolidé&iteghcial
statements of the Successor Company are presemtedifferent basis than those of the Predecessmmp@ny and, therefore, are not
comparable.

In our opinion, the Successor Company consolidfiteghcial statements present fairly, in all materégpects, the financial position of Kaiser
Aluminum Corporation and subsidiaries as of Decan®tie 2008 and 2007, and the results of their djmeraand their cash flows for each of
the two years ended December 31, 2008 and Dece3tb@007, and for the period from July 1, 2006 &z@mber 31, 2006, in conformity w
accounting principles generally accepted in thetéthStates of America. Further, in our opinion, Bredecessor Company consolidated
financial statements referred to above preseriy/fair all material respects, and the results ®@biperations and its cash flows for the period
from January 1, 2006 to July 1, 2006, in conformitth accounting principles generally acceptechim tynited States of America.

As discussed in Note 1 to the consolidated findrste&gements, the Company adopted the provisio®aiEment of Financial Accounting
Standards No. 157,Fair Value Measurements effective January 1, 2008.

We have also audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@snited States), the Company’s
internal control over financial reporting as of Betber 31, 2008, based on the criteria establighkddrnal Control—Integrated Framework
issued by the Committee of Sponsoring Organizatidriee Treadway Commission and our report datdatiay 18, 2009 expressed an
unqualified opinion on the Company’s internal cohbver financial reporting.

/s/ DELOITTE & TOUCHE LLP
Costa Mesa, California
February 18, 2009
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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 finanoéplorting of Kaiser Aluminum Corporation and sulimiies (the “Company”) as of
December 31, 2008, based on criteria establishédémal Control — Integrated Framework issuedh®y Committee of Sponsoring
Organizations of the Treadway Commission. The Camjzamanagement is responsible for maintaining effedtiternal control over financi
reporting and for its assessment of the effectigsred internal control over financial reportingglinded in the accompanying Management’s
Report on Internal Control Over Financial Reporti@gr responsibility is to express an opinion oa @ompany'’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the stedgdof the Public Company Accounting Oversightq&@nited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordwer financial reporting, assessing the risk
that a material weakness exists, testing and etiagutne design and operating effectiveness oftiratecontrol based on the assessed risk, and
performing such other procedures as we considezeessary in the circumstances. We believe thadadit 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 financial officers, or persons pemforg similar functions, and effected by the compaiBoard of Directors, management, and
other personnel to provide reasonable assuraneedieg the reliability of financial reporting anltkt preparation of financial statements for
external purposes in accordance with generallygedeaccounting principles. A company’s internaitcol over financial reporting includes
those policies and procedures that (1) pertaiheaaintenance of records that, in reasonableldataurately and fairly reflect the transacti
and dispositions of the assets of the companypr@jide reasonable assurance that transactionmeeweded as necessary to permit preparation
of financial statements in accordance with gengiadcepted accounting principles, and that recaiptsexpenditures of the company are being
made only in accordance with authorizations of ngangent and directors of the company; and (3) peowédsonable assurance regarding
prevention or timely detection of unauthorized asigjon, use, or disposition of the company’s assleat could have a material effect on the
financial statements.

Because of the inherent limitations of internaltcolhover financial reporting, including the possti of collusion or improper management
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of any
evaluation of the effectiveness of the internaltomrover financial reporting to future periods ateject to the risk that the controls may
become inadequate because of changes in conditivttgt the degree of compliance with the policeprocedures may deteriorate.

In our opinion, the Company maintained, in all malerespects, effective internal control over fical reporting as of December 31, 2008,
based on the criteria established in Internal @brtr Integrated Framework issued by the Commitfe®pmnsoring Organizations of the
Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@inited States), the consolidated
financial statements as of and for the year endsxkBiber 31, 2008 of the Company and our reportdetbruary 18, 2009 expressed an
unqualified opinion on those financial statements.

/s/ DELOITTE & TOUCHE LLP
Costa Mesa, CA
February 18, 2009
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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 receivables.8fahd $1.
Due from affiliate
Other
Inventories
Prepaid expenses and other current a:
Total current asse
Investments in and advances to unconsolidatedaadf
Property, plant, and equipme— net
Net asset in respect of VEBA(
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
Net liability in respect of VEB/
Long-term liabilities
Revolving credit facility and other lo-term debi

Commitments and contingenci
Stockholder equity:

December 31,

2008

December 31,
2007

(In millions of dollars, except share amounts

" EQUITY

$ 52.¢
41.z

113.¢

27.5

235.(

14.C

65.%

43.C

357.%

Common stock, par value $.01, 90,000,000 sharémamed at December 31, 2008 and
45,000,000 shares authorized at December 31, 200044,913 shares issued and outstanding at
December 31, 2008; 20,580,815 shares issued asthnding at December 31, 20 2

Additional capital
Retained earning

958.¢
34.1

Common stock owned by Union VEBA subject to transéstrictions, at reorganization value,

4,845,465 shares at both December 31, 2008 andhibere31, 200°
Treasury stock, at cost, 572,706 shares at DeceBih200¢
Accumulated other comprehensive i

Total stockholder equity
Total

The accompanying notes to consolidated financééstents are an integral part of these statements.
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(116.9)
(28.1)

(60.9)

788.1
$ 1,145.

$ 68.7

$ 70.1
40.1
36.€
18.€

165.4

57.C

222.¢

2
948.¢
116.1

(116.9)

(6.0)
942.¢

$ 1,165




KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
STATEMENTS OF CONSOLIDATED INCOME (LOSS)

Net sales

Costs and expense
Costs of products soli
Cost of products sold, excluding depreciation atiheoitems
Lower of cost or market inventory wr-down
Impairment of investment in Angles
Restructuring costs and other char
Depreciation and amortizatic
Selling, administrative, research and developmemd,geners
Other operating (benefits) charges,
Total costs and expens
Operating (loss) incom
Other income (expense
Interest expense (excluding unrecorded contradttedest expense
$47.4 for the period from January 1, 2006 to JyI2QAD6)
Reorganization item
Other income (expens— net
(Loss) income before income taxes and discontiroyedations
Income taxes benefit (provisio
(Loss) income from continuing operatic
Discontinued operation
Income from discontinued operations, net of incaaxes, including
minority interests
Income from discontinued operatic
Net (loss) incomi

Earnings per sha— Basic:
(Loss) income from continuing operatic

Income from discontinued operatic
Net (loss) incomt

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

Income from discontinued operatic
Net (loss) incomt

Weighted average shares outstanding (C
Basic

Diluted

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200¢
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
(In millions of dollars, except share and per shar@amounts)
$ 1508.. $ 1,504 $ 667.5 $ 689.¢
1,400." 1,251.; 580.¢ 596.4
65.5 — — —
37.¢ — — —
8.8 — — —
14.7 11.¢€ 5.5 9.8
73.1 73.1 35.5 30.2
(1.4) (13.6) (2.2) 9
1,599.: 1,322.! 619.2 637.4
(91.0 182.( 48.% 52.
(1.0) (4.9 (1.2) (.8)
— — — 3,090.:
¥ 4.7 2.7 1.2
(91.9) 182.4 49.€ 3,143.:
22.€ (81.4) (23.7) (6.2
(68.5) 101.( 26.2 3,136.¢
— — — 4.3
— — — 4.3
$ (685 $ 101.C $ 26.2 $ 3,141.;
$ (349 $ 5.0t $ 1.31 $ 39.3i
$ — 3 — 3 — $ .05
$ (349 $ 5.0t $ 1.31 $ 39.42
$ (34H $ 491 $ 1.3¢ $ 39.37
$ — 3 — 3 — $ .05
$ (349 $ 497 $ 1.3C $ 39.42
19,98( 20,01+ 20,00: 79,67
19,98( 20,30¢ 20,08¢ 79,67

The accompanying notes to consolidated financiéstents 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

Common
Stock
Owned by
Union Accumulated
VEBA Other
Retained Subject to Comprehensive
Common Additional Earnings Transfer Income
Stock Capital (Deficit) Restriction (Loss)
(In millions of dollars)
BALANCE, December 31, 20C .8 538.( (3,671.0) — (8.9
Net Income (same as Comprehen:
income) — — 35.¢ — —
BALANCE, June 30, 200 .8 538.( (3,635.9) — (8.9
Cancellation of Predecessor comn
stock (.8) .8 — — —
Issuance of Successor common st
(20,000,000 shares) to creditt 2 480.2 — — —
Common stock owned by Union VEE
subject to transfer restrictions, at
reorganization value, 6,291,945
shares — — — (151.) —
Plan and fresh start adjustme — (538.9) 3,635.! — 8.8
BALANCE, July 1, 200¢ $ 2 $ 480.2 $ — $ (151.) $ —

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

(31419

35.€

(3,105.)

480.4

(151.7)
_3,105.

$ 329:




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. $ = $ (151.) $ — $ 329.:
Net income — — 26.Z — — 26.2
Benefit plan adjustments not recogniz
in earnings — — — — 7.8 7.8
Comprehensive incorr 34.1
Issuance of common stock to director
lieu of annual retainer fee 4,27: — 2 — — — 2
Recognition of pre-emergence tax
benefits in accordance with fresh
start accountin — 3.3 — — — 3.3
Issuance of restricted stock to employ
and director: 521,38’ — — — — — —
Amortization of unearned equity
compensatiol — 3.8 — — — 3.8
BALANCE, December 31, 200 20,525,66! 2 487.% 26.2 (151.7) 7.9 370.7
Net income — — 101.C — — 101.C
Foreign currency translation adjustm: — — — — (3.7) 3.7)
Benefit plan adjustments not recognized
in earnings — — — — (10.2) (10.29)
Comprehensive incon 87.1

Removal of transfer restrictions on

1,446,480 shares of common stock

owned by Union VEBA, net of

income taxes of $9. — 48.2 — 34.7 — 82.¢
Recognition of pre-emergence tax

benefits in accordance with fresh

start accounting (including release

valuation allowance of $343.0 and

current year tax benefits of $14.1 ¢

$62.2 for the quarter and year end

December 31, 2007, respective — 404.5 — — — 404.F
Equity compensation recognized by an
unconsolidated affiliat — 3 — — — 3

Cancellation of common stock held by
employees on vesting of restricted

stock (8,34¢) — (.7) — — — (.7)
Issuance of common stock to director

lieu of annual retainer fee 3,871 — 3 — — — .3
Issuance of restricted stock to employ

and director: 61,66: — — — — — —
Issuance of common stock to employees

upon vesting of restricted stock un 1,232 — — — — — —
Cancellation of restricted stock upon

forfeiture (3,270) — — — — — —
Cash dividends on common stc — — (11.7) — — (11.7)

Amortization of unearned equity
compensation (including unearned
equity compensation of $2.3 for th
quarter ended December 31, 20 — 8.8 — — — 8.8

20,580,81 $ 948.¢ $ 116.1 $  (116.9) $ (6.0) $ 942

N
©“

The accompanying notes to consolidated financééstents are an integral part of these statements.
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BALANCE, December 31, 200
Net loss
Tax effect of prior year pension
adjustment:
Defined benefit plans adjustmen
Net actuarial loss arising durii
the period (net of tax of
$34.3)
Prior service cost arising duril
the period (net of tax of 3.
Less: amortization of prior
service cost (net of tax of
(-3)
Less: amortization of net
actuarial loss (net of tax of
(-1))
Foreign currency translation
adjustment, net of tax of §
Comprehensive los
Recognition of pre-emergence ta
benefits in accordance with
fresh start accountin
Equity compensation recognized

an unconsolidated affiliate (net

of tax of .1)

Capital distribution by
unconsolidated affiliate to its
parent company (net of tax of
$.6)

Issuance of non-vested shares to

employee:

Issuance of common shares to
directors

Issuance of common shares to
employees upon vesting of
restricted stock units and
performance share

Cancellation of employee non-
vested share

Cancellation of shares to cover
employees’ tax withholdings
upon vesting of non-vested
shares

Cash dividends on common stc

Repurchase of common sto

Excess tax benefit upon vesting
non-vested shares and divide
payment on unvested shares
expected to ve:

Amortization of unearned equity
compensatiol

BALANCE, December 31, 200

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

Common
Stock
Owned by
Union
VEBA Accumulated
Common Subject to Other
Shares Common Additional Retained Transfer Treasury Comprehensive
Outstanding Stock Capital Earnings Restriction Stock Income (Loss) Total
(In millions of dollars, except for shares]
20,580,81 $ 2 $ 948 $ 116.1 $ (1169 $ — $ (6.0) $ 942¢
— — (68.5) — — — (68.5)
— — 7 — — — 7 —
— — — — — — (55.9 (55.9
— — — — — — (5.5 (5.5
— — — — — — 5 5
— — — — — — 2 2
— — — — — — 5.2 5.2
(123.5)
— — 1.¢ — — — — 1.9
— — (1) — — — — (1)
— — (.9) — — — — (.9
52,97( — — — — — — —
3,68¢ — 2 — — — —_ 2
1,521 — — — — — — —
(9,9579) — — — — — — —
(11,429 — (7 — — — — (.7)
— — — (13.5) — — — (13.5)
(572,701) — — — — (28.1) — (28.7)
— — A — — — — A
— — 9.¢ — — — — 9.9
20,044,91 $ 2 $  958.€ $ 341 $ (116.9 $ (280 $ (60.) $ 7881

The accompanying notes to consolidated financé#éstents 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 (loss) incom:
Less net income from discontinued operati

(Loss) income from continuing operatic
Adjustments to reconcile (loss) income from conitiiguoperations to n

cash used by continuing operatio

Recognition of pre-emergence tax benefits in aced with fresh
start accountin

Excess tax benefit upon vesting of non-vested shemd dividend
payment on unvested shares expected to

Depreciation and amortization (including deferreduhcing costs ¢
$.2,$2.1, $.3, and $.9, respective

Deferred income taxe

Non-cash equity compensatit

Gain on discharge of pre-petition obligations amdH start
adjustment:

Payments pursuant to plan of reorganiza

Net non-cash (benefit) charges in other operatieg€fits) charges,
net, LIFO charges (benefits) and lower of cost arkat inventory
write-down

Non-cash unrealized (gains) losses on derivative pos

Non-cash impairment charg:

Other no-cash changes in assets and liabili

(Gains)/losses on sale and disposition of propetgnt and
equipmen

Equity in loss (income) of unconsolidated affilistaet of
distributions

(Increase) decrease in trade and other receiv

Increase in receivable from affiliat

Increase in inventories, excluding LIFO adjustmgelutwer of cost o
market inventory writ-down and other n-cash operating iterr

(Increase) decrease in prepaid expenses and ativentasset

(Decrease) increase in accounts pay

Increase (decrease) in other accrued liabil

Increase (decrease) in payable to affilic

(Decrease) increase in accrued income t

Net cash impact of changes in l-term assets and liabilitie

Net cash provided by discontinued operati

Net cash provided (used) by operating activi

Cash flows from investing activitie

Capital expenditures, net of accounts payable ¢f,$3.1, $5.8, an
$1.6, respectivel

Net proceeds from dispositions of property, plard aquipment

(Increase) decrease in restricted ¢
Net cash used by investing activit

Cash flows from financing activitie

Borrowings under Term Loan Facili

Financing cost

Borrowings under the revolving credit facili

Repayment of borrowings under the revolving créatitlity

Borrowings under note payat

Repayment of term log

Cash dividend paid to sharehold

Retirement of common sto«

Repurchase of common sta

Excess tax benefit upon vesting of -vested shares and divide

Year Ended December 31, 200!

July 1, 2006

Year Ended Year Ended through
December 31 December 31 December 31

2008 2007 2006
(In millions of dollars)

$ (685 $ 101.C $ 26.2
(68.5) 101.C 26.2
— 62.2 3.3
(1) — —
14.¢€ 14.C 5.7
(31.0 — 3.0
10.1 9.1 4.C
57.7 (18.9) 3.3
87.1 (9.7) (9.0
42.1 — —
.3 A1 A1
(1) 6 —
1.8 (22.9) (7.5)
(13.2) 1.9 15.€
(2.2 (8.2) (1.3)
(22.7) (5.5) (19.9)
(7.2) 9.5 3.7
(18.9) (6.2) 13.1
7.2 15 (7.0
8.9 24 (16.€)
(.4) (1.4) 5.
(18.9) (0.4 5.7
46.¢ 129.¢€ 18.€
(93.2) (61.€) (30.0)
1.6 — —
(20.9) 9.2 —
(112.5) (52.6) (30.0)
— — 50.C
— (2) (.8
171. — —
(135.5) — —
7.C — —
— (50.0) —
(17.2) (7.4) —
(.7) (.7) —
(28.1) — —

Predecessor
January 1,200¢
to

July 1, 2006

$ 3,141.:
4.3

3,136.¢

(3,110.9
(25.9)

—~ N
I
=
N

N

(1.6)

(10.1)
(18.9)

(29.5)
(5.9

2.3)
18.2

4.1)
85

(11.9)

(28.1)
1.0

(27.0)



payment on unvested shares expected to A
Decrease (increase) in restricted ¢ —

Net cash (used) provided by financing activi (2.9 (58.9) 49.2
Net increase (decrease) in cash and cash equisalerihg the perio (68.5) 18.7 38.C
Cash and cash equivalents at beginning of p¢ 68.7 50.C 12.C
Cash and cash equivalents at end of pe $ 2 $ 687 $ 50.C

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 includeittantial statements of Kaiser Aluminum Corporatftthe Company”) both before and
after emergence from chapter 11 bankruptcy. Finalrioformation related to the Company after emexgeis generally referred to throughout
this Report as “Successor” information. Informatiohthe Company before emergence is generally nedeto as “Predecessor” information.
The financial information of the Successor enitpdt comparable to that of the Predecessor gikierimpacts of the plan of reorganization,
implementation of fresh start reporting and othectbrs as more fully described below.

The Notes to Consolidated Financial Statementgasaped into two categories: (1) those primariljegting the Successor entity (Notes 1
through 19) and (2) those primarily affecting thee@ecessor entity (Notes 20 through 25).

SUCCESSOR
1. Summary of Significant Accounting Policies

Principles of Consolidation and Basis of Presemtati The consolidated financial statements includestatements of the Company and its
wholly owned subsidiaries. Investments in 50%-astewned entities are accounted for primarily ®yehuity method. The only such affiliate
for the periods covered by this Report was AngleSieyninium Limited (“Anglesey”). Intercompany balees and transactions are eliminated.

The Company’s emergence from chapter 11 bgtéywand adoption of fresh start accounting resdliltea new reporting entity for
accounting purposes. Although the Company emenged €hapter 11 bankruptcy on July 6, 2006 (theé&iif/e Date”), the Company adopted
“fresh start” accounting as required by the Amaritzstitute of Certified Professional Accountantat8ment of Position 90-7 (“SOP 90-7"),
Financial Reporting by Entities in Reorganizationdér the Bankruptcy Cog, effective as of the beginning of business on Ju®006. As
such, it was assumed that the emergence was cadphstantaneously at the beginning of businesiubnl, 2006 such that all operating
activities during the period from July 1, 2006 thgh December 31, 2006 are reported as applyinget&ticcessor. The Company believes that
this is a reasonable presentation as there weneaterial transactions between July 1, 2006 and@UlP06 that were not related to Kaiser’'s
Second Amended Plan of Reorganization (the “Pldble to the implementation of the Plan, the apfibiceof fresh start accounting and
changes in accounting policies and proceduredijrithacial statements of the Successor are not cabfgato those of the Predecessor.

The Predecessor Statement of Consolidated Elasls for the period January 1, 2006 to July D&hcludes Plan-related payments of
$25.3 made between July 1, 2006 and July 6, 2006.

Use of Estimates in the Preparation of Financialt8ments. The preparation of financial statements in acance with United States
generally accepted accounting principles (US “GAARuires the use of estimates and assumptiohaftieat the reported amounts of assets
and liabilities, disclosure of contingent assetd Eabilities known to exist as of the date theaficial statements are published, and the reportec
amounts of revenues and expenses during the negqréiriod. Uncertainties, with respect to suchnesties and assumptions, are inherent in the
preparation of the Company’s consolidated finanstalements; accordingly, it is possible that ttteia results could differ from these
estimates and assumptions, which could have a ialagfiect on the reported amounts of the Compaaogtssolidated financial position and
results of operation.

Recognition of SaleSales are recognized when title, ownership andofiséss pass to the buyer and collectability asmnably assured.
From time to time, in the ordinary course of busB)ghe Company may enter into agreements witloess requiring the Company to alloc
certain amounts of its annual capacity in retumeféee. Such fees are recognized as revenueyatedt the life of the agreement which may
be in excess of one year in length.
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In certain circumstances, based on the tefrasrtain sales contracts which provide for pepduch as quarterly or annual, billing
throughout the contract, the Company may recogrizenue prior to billing the customer. At DecemB&y 2008 and 2007, the Company had
$.1 and $1.9 of unbilled receivables, respectivielgiluded within Trade receivables on the Compa@dssolidated Balance Sheets. A
provision for estimated sales returns from andvedioces to customers is made in the same perideeaslated revenues are recognized, based
on historical experience or the specific identifica of an event necessitating a reserve.

On June 30, 2008, the Company announced aange on new orders and new contracts of fabricatedinum products in an effort to
reduce exposure to rising costs for natural gasttity and diesel fuel beginning July 1, 2008eTsurcharge is based on a calculation tied to
indices provided by the U.S. Department of Enefidye Company records the surcharge as revenue Whaevenue recognition criteria are
met as stated above.

Earnings per ShareBasic earnings per share is computed by dividimgiegs by the weighted-average number of commoresha
outstanding during the applicable period. The shavened by a voluntary employees beneficiary aatioa (“VEBA”) for the benefit of
certain union retirees, their surviving spouseseligible dependents (the “Union VEBA”) that arebgct to transfer restrictions, while treated
in the Consolidated Balance Sheets as being sitoilreasury stock (i.e., as a reduction in Stotddrs’ equity), are included in the
computation of basic shares outstanding in theeBtants of Consolidated Income because such sharesmevocably issued and have full
dividend and voting rights.

Diluted earnings per share is computed byditig earnings by the sum of (a) the weighted-averagnber of common shares outstanding
during the period and (b) the dilutive effect otgrtial common share equivalents consisting of mested common shares, restricted stock
units, performance shares, and stock options (sé¢e 1b).

Stock-Based Employee Compensatidrne Company accounts for stock-based employe@engation plans at fair value. The Company
measures the cost of employee services receivextcimange for an award of equity instruments baseti® grant-date fair value of the award
and the number of awards expected to ultimately. Vdg cost of the award is recognized as an expewsr the period that the employee
provides service for the award. The Company hagedeo amortize compensation expense for equirdswvith grading vesting using the
straight line method. During 2008, 2007 and thegokfrom July 1, 2006 through December 31, 20069 $$9.1 and $4.0 of compensation c
respectively, was recognized in connection withegsnd norvested stock, restricted stock units and stoclkoaptissued to executive office
other key employees and directors (see Note 11).

During the first half of 2008, the Companymed performance shares to executive officers &mer &ey employees under a long term
incentive program for 2008 through 2010 (the “202810 LTI Program”). These awards are subject ttop@mance requirements pertaining to
the Company’s economic value added (“EVA”) perfont@measured over the three year performance pdif@dEVA is a measure of the
excess of the Company’s pretax operating income faairticular year over a pre-determined percenthgiee net assets of the immediately
preceding year, as defined in the 20082610 LTI Program. The number of performance shéfrasy, that will ultimately vest and result ine
issuance of common shares in 2011 will depend emtierage annual EVA achieved for the three yedoipeance period. The Company
accounts for these awards at fair value in accarelavith Statement of Financial Accounting Stand@tds123 (revised 20045hare-based
Payment(“SFAS No. 123R”). The fair value is measured basedhe most probable outcome of the performanadition which is estimated
guarterly using the Company’s plan and actual tesihe Company expenses the fair value, aftemaisguan estimated forfeiture rate, over
the three year performance period on a ratable bBsiring the year ended December 31, 2008, $cdmipensation expense was recognize
connection with the performance shares.

Restructuring Costs and Other ChargBestructuring costs and other charges include graplseverance and benefit costs, impairment of
owned equipment to be disposed of and other cestsceted with the exit activities. The Companyligggthe provisions of Statement of
Financial Accounting Standards 14%;counting for Costs Associated with Exit or Digpéstivities(“"SFAS No. 146”) relating to one-time
termination benefits. Severance costs accountedrfder SFAS 146 are recognized when the Comparngiegement with the proper level of
authority has committed to a restructuring plan emhmunicated those actions to employees. For ofawlities and equipment, the
impairment loss recognized was based on the fhievass costs to sell, with fair value estimataddal on existing market prices for similar
assets. Other exit costs include costs to congelidailities or
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close facilities and relocate employees. A liapifidr such costs is recorded at its fair valuehim period in which the liability is incurred. At
each reporting date, the Company evaluates itsialscfor exit costs and employee separation cogtasure the accruals are still appropriate.

Other Income (Expense), neAmounts included in Other income (expense), othan interest expense and reorganization iter@@8,
2007 and the periods from July 1, 2006 through B 31, 2006 and from January 1, 2006 to July@62included the following pre-tax
gains (losses):

Predecessc
July 1, 2006 January 1,
Year Ended Year Ended through 2006
December 31 December 31 December 31 to July 1,
2008 2007 2006 2006
Interest income(1 $ 1.7 $ 5.3 $ 2.C $ —
All other, net (1.0 (.6) 7 1.2
$ g $ 4.7 $ 2.7 $ 1.2

(1) Inaccordance with SOP 90-7, interest incaimgng the pendency of the chapter 11 reorganiagiioceedings was treated as a reduction
of reorganization expens

Income Taxes.Deferred income taxes reflect the future taxaféd temporary differences between the carryingamh of assets and
liabilities for financial and income tax reportiagd are measured by applying statutory tax ratefféct for the year during which the
differences are expected to reverse. Deferreddsata are reduced by a valuation allowance toxtemeit is more likely than not that the
deferred tax assets will not be realized.

Although the Company had approximately $98fagfattributes, including the net operating I®JL") carryforwards, available at
December 31, 2006 to offset the impact of futumine taxes, the Company did not meet the “morgylittean not” criteria for recognition of
such attributes at December 31, 2006 primarily beeahe Company did not have sufficient historpafing taxes. As such, the Company
recorded a full valuation allowance against the @amof tax attributes available and no deferredasset was recognized. The benefit
associated with any reduction of the valuationvedince was first utilized to reduce intangible asgéth any excess being recorded as an
adjustment to Stockholders’ equity rather than eedaction of income tax expense. During the foadhrter of 2007, after the completion of a
robust analysis of expected future taxable inconteaher factors, the Company concluded that itrhatithe “more likely than not” criteria
for recognition of its deferred tax assets and gesalt released the vast majority of the valuatibowance as of December 31, 2007. In
accordance with fresh start accounting, the releéiee valuation allowance was recorded as ansémjent to Stockholders’ equity rather 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 not” recognition criteria whichiearelated to state NOL carryforwards and genesairess credits that the Company believes
will more likely than not expire unused.

In accordance with SOP 90-7, the Company adbpinancial Accounting Standards Board (“FASB'tehpretation No. 48Accounting for
Uncertainty in Income Taxes, an interpretation &{3B Statement No. 1Q%IN 48”) at emergence. In accordance with FIN #& Company
uses a “more likely than not” threshold for recdigmi of tax attributes that are subject to uncettas and measures any reserves in respect of
such expected benefits based on their probabdifyrascribed by FIN 48.

Cash and Cash EquivalentsThe Company considers only those short-term,iliguid investments with original maturities o @ays or
less when purchased to be cash equivalents.

Restricted Cash.The Company is required to keep certain amoumideposit relating to workers’compensation, cotttéor derivative
contracts with its counterparties, certain lett#reredit and other agreements totaling $36.8 arid%at December 31, 2008 and December 31,
2007, respectively. Of the restricted cash balaftel and $1.5 were considered short term anddedun Prepaid expenses and other current
assets on the Consolidated Balance Sheets at Dec&hh2008 and December 31, 2007, respectivety$88.4 and $14.4 were considered
long term and included in Other assets on the Qimfaded Balance Sheets at December 31, 2008 aneniimr 31, 2007, respectively. Inclu
in long term restricted cash at December 31, 2088 $17.2 of margin call deposits with the Compacgimterparties.
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Trade Receivables and Allowance for Doubtful Acteu@ur trade receivables consist of amounts billecListomers for products sold.
Accounts receivable are generally due within 30sd&pr the majority of our receivables, the Compastablishes an allowance for doubtful
accounts based collection experience and othesrfadDn certain other receivables where the Comfgmaware of a specific customer’s
inability or reluctance to pay, an allowance fouldtiul accounts is established against amountdaueduce the net receivable balance to the
amount the Company reasonably expects to collemueier, if circumstances change, the Compaegtimate of the recoverability of accot
receivable could be different. Circumstances toata affect the Compang’estimates include, but are not limited to, custoanedit issues ar
general economic conditions. Accounts are writtéroonce deemed to be uncollectible.

Inventories. Inventories are stated at the lower of cost arketavalue. Finished products, work in process r@wd material inventories are
stated on the last-in, first-out (“LIFO”) basis.let inventories, principally operating supplies agplair and maintenance parts, are stated at
average cost. Inventory costs consist of matdabir and manufacturing overhead, including deptteaoi. Abnormal costs, such as idle faci
expenses, freight, handling costs and spoilagea@reunted for as current period charges (see 3jofauring the fourth quarter of 2008, the
Company recorded an inventory write-down of $656.8eflect the market value as of December 31, Z8@8 Note 3). According to
Accounting Research Bulletin No. 43 (“ARB No. 43Qhapter 4, Inventory Pricing, market is determibaded on the current replacement
cost, by purchase or by reproduction, except tiéaés not exceed the net realizable value arsdidi less than net realizable value reduced by
an approximate normal profit margin.

Shipping and Handling CostsShipping and handling costs are recorded as @aoent of Cost of products sold excluding deprémiat

Advertising Costs. Advertising costs, which are included in Selliagministrative, research and development, andrgkrage expensed as
incurred. Advertising costs for 2008, 2007, for gegiod from July 1, 2006 through December 31, 280d the period from January 1, 2006 to
July 1, 2006 were $.3, $.6, $.1 and zero, respegtiv

Research and Development Co&ssearch and development costs, which are inclid8dlling, research and development, and general,
are expensed as incurred. Research and developostatfor 2008, 2007, the period from July 1, 280G6ugh December 31, 2006 and the
period from January 1, 2006 to July 1, 2006 wer8 $%3.0, $.9 and $.8, respectively.

Depreciation. Depreciation is computed principally using theigtht-line method at rates based on the estimagetll lives of the various
classes of assets. The principal estimated udeéd, lare as follows:

Useful Life

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

Upon emergence from reorganization, the actated depreciation was reset to zero as a resalpjlfying fresh start accounting as requ
by SOP 90-7. The new lives and carrying valuegyassi to the individual assets and the applicatidnesh start accounting (see Notes 2 and
6) will cause future depreciation expense to biedsht than the historical depreciation expensthefPredecessor. Depreciation expense
relating to Fabricated Products is not include@ast of products sold excluding depreciation argh@wn separately on the Statements of
Consolidated Income (Loss).

Major Maintenance Activities.All of the major maintenance costs are accoufaedsing the direct expensing method.

Leases. For leases that contain predetermined fixed atoak of the minimum rent, the Company recognibegelated rent expense on a
straight-line basis from the date it takes possessf the property to the end of the initial letesen. The Company records any difference
between the straight-line rent amounts and the amou
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payable under the lease as part of deferred reatdrued liabilities or Other long term liabilgieas appropriate. Deferred rent for all periods
presented was not material.

Capitalization of Interest. Interest related to the construction of qualifyassets is capitalized as part of the construciists. The
aggregate amount of interest capitalized is limttethe interest expense incurred in the period.

Deferred Financing Costs.Costs incurred to obtain debt financing are defeand amortized over the estimated term of tladee
borrowing. Such amortization is included in Inteéregpense. Deferred financing costs included iro#ssets at December 31, 2008 and 2007
were $.7 and $.9, respectively.

Foreign Currency. For the Company’s foreign subsidiary using thelaurrency as its functional currency, assetsliabdities are
translated at exchange rates in effect at the balaheet date, and the statement of operatiorenislated at weighted average monthly rates of
exchange prevailing during the year. Resultingdiation adjustments are recorded directly to arsgpaomponent of stockholders’ equity in
accordance with Statement of Financial Accountitan&ards No. 5Z;oreign Currency Translatio'SFAS 52”). Where the U.S. dollar is the
functional currency of foreign facility or subsidies, re-measurement adjustments are recordedhén mtcome. At December 31, 2008, the
amount of translation adjustment relating to theifgn subsidiary using local currency as its fumredil currency was immaterial.

Derivative Financial Instruments.Hedging transactions using derivative finanaistiuments are primarily designed to mitigate the
Company’s exposure to changes in prices for cedfihe products which the Company sells and coresuamd, to a lesser extent, to mitigate
the Company’s exposure to changes in foreign cayremchange rates and energy prices. The Compaes/ i utilize derivative financial
instruments for trading or other speculative pugsodhe Company’s derivative activities are in@thtvithin guidelines established by
management and approved by the Company’s Boardrettiors. Hedging transactions are executed cénwalbehalf of all of the Company’s
business segments to minimize transaction costsitara@onsolidated net exposures and allow foréased responsiveness to changes in
market factors.

The Company recognizes all derivative instrote@s assets or liabilities in its balance shedtraeasures those instruments at fair value by
“marking-to-market” all of its hedging positionsedch period-end (see Note 13). The Company ddaseet the documentation requirements
for hedge (deferral) accounting under Statememimdincial Accounting Standards No. 13®&counting for Derivative Instruments and
Hedging Activitie("SFAS No. 133"). Changes in the market value & @ompany’s open derivative positions resultingrfithe mark-to-
market process are reflected in Net income.

Concentration of credit riskzinancial instruments, which potentially subjea thompany to concentrations of credit risk, corfishetal,
currency and natural gas derivative contracts aistht and cash equivalents. If the market valueeoCtbmpany’s net derivative positions with
the counterparty exceeds a specified thresholhyif the counterparty is required to transfer cadlateral in excess of the threshold to the
Company. Conversely, if the market value of thedwstvative positions falls below a specified thalsl, the Company is required to transfer
cash collateral below the threshold to the coumtieyp The Company is exposed to credit loss irethent of nonperformance by counterparties
on derivative contracts used in hedging activiiesvell as failure to return cash collateral praslg transferred to the counterparties. The
counterparties to the Companryderivative contracts are major financial institas and the Company has never experienced nompeifice b
any of its counterparties.

The Company places its temporary cash invessria money market funds with high credit quafitbancial institutions which invest
primarily in commercial paper of prime quality, shierm repurchase agreements, and U.S. goverragenicy notes in accordance with our
loan covenants. The Company has never experiemyethaterial losses on its temporary cash investsaent

Conditional Asset Retirement Obligations (CAROShe Company has CAROs at several of its fabricpteducts facilities. The vast
majority of such CAROs consist of incremental caktg would be associated with the removal andodiapof asbestos (all of which is belie
to be fully contained and encapsulated within wdltsors, ceilings or piping) of certain of the eldplants if such plants were to undergo major
renovation or be demolished. The Company accownti$ésf CAROs in accordance with FASB Interpretatidm 47 (“FIN 47”),Accounting for
Conditional Asset Retirement Obligations, an intetation of FASB Statement No. 1433FAS No. 143) . In accordance with FIN 47, the
Company estimates incremental costs for specialllray; removal and disposal costs of materials thay or will give rise to CAROs and then
discounts the expected costs back to the curremtysing a credit adjusted risk free rate. Underghidelines clarified in FIN 47, the Company
recognizes liabilities and costs for CAROs eveihig unclear when or if CAROs may/will be triggdréVhen it is unclear when or if a CAROs
will be triggered, the Company uses probability giring for possible timing scenarios to determime probability weighted amounts that
should be recognized in the Company'’s financiakstents.

The Company’s estimates and judgments thataffie probability weighted estimated future aogeint cost amounts did not change during
the year ended December 31, 2008. However, redsi@re made to the estimated timing for certainriutontingent costs during the year
ended December 31, 2008 which resulted in an inmahmount of incremental charge (see Note 5)DAtember 31, 2008 and 2007, the
Company had $3.3 and $3.0 of CARO liabilities, ezdwely, included in Long term liabilities, on i®onsolidated Balance Sheets.
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Anglesey (see Note 4) also recorded CAROIli&s of approximately $24.0 in its financial statents through December 31, 2007. No new
CARO was recorded in 2008. The time period overcWhie fair value of the CAROs is estimated undeitédl Kingdom generally accepted
accounting principles (“UK GAAP”) treatment applibgl Anglesey is different from the time period owérich the fair value of CAROSs is
estimated under the principles of SFAS No. 143REIiNI47. As such, the resulting accretion expensesldferent under UK GAAP and US
GAAP. Accordingly, the Company adjusted its equitgarnings for Anglesey for 2008, 2007, the pefiodn July 1, 2006 through
December 31, 2006 and the period from Januaryd6 29 July 1, 2006 by $1.3, $1.3, $.3 and $.3,eetpely, to reflect the impact of applyil
US GAAP with respect to the Anglesey CAROs.

Realization of Excess Tax Benefigeginning on January 1, 2008, the Company madeewuating policy election to follow the tax law
ordering approach in assessing the realizatioxodss tax benefits upon vesting of non-vested shaeeds, restricted stock units and
performance shares, exercising of stock optionspaydhent of dividends or dividend equivalents on-mested share awards, restricted stock
units and performance shares expected to vest.rilineléax law ordering approach, realization ofesectax benefits is determined based ol
ordering provisions of the tax law. Current yeatlatgtions, which include the tax benefits from catrgear equity award activities, are used
first before using the Company’s net operating (B8KL") carryforwards from prior years. Under thisethod, Additional capital would be
credited when an excess tax benefit is realizeshtorg an additional paid in capital pool, to abgootential future tax deficiencies resulting
from vesting of non-vested share awards and pedbom shares and from the exercising of stock option

Adoption of Emerging Issues Task Force IsSE€[F”) 06-11, Accounting for Income Tax Benefits of Dimatkeon Share-Based Payment
Awards,(“EITF 06-11") . Beginning January 1, 2008, the Company adopted BEFE1. In accordance with the EITF 06-11, the Canyp
records a credit to Additional capital for tax detlons resulting from a dividend and dividend ealewnt payment on non-vested share awards,
restricted stock units and performance shares timep@ny expects to vest. The impact of adopting EI6H.1 in 2008 was immaterial to the
Company’s consolidated financial statements.

Adoption of Statement of Financial Accounting Stadd No. 159, The Fair Value Option for Financias&ts and Financial Liabilities —
including an amendment of FASB Statement No.($BAS No. 159”). On January 1, 2008, the Company adopted SFAS Nowhich
permits entities to choose to measure many finhirgtruments and certain other assets and ligslt fair value on an instrument-by-
instrument basis (the fair value option) with ches@n fair value reported in earnings. The Compargady records derivative contracts at fair
value in accordance with Statement of Financialodeding Standards No. 13&¢counting for Derivative Instruments and Hedgirgjivities,
as amended (“SFAS No. 133"). The adoption of SFAS M9 had no impact on the consolidated finarstatements as management did not
elect the fair value option for any other finanéretruments or any other financial assets andhfiiad liabilities.

Fair Value Measurement&n January 1, 2008, the Company adopted Staterh&iriancial Accounting Standards No. 1Fajr Value
Measurement(“SFAS No. 157”). SFAS No. 157 defines fair valestablishes a framework for measuring fair valuadoordance with US
GAAP, and expands disclosures about fair value nreasents. The provisions of this standard apphther accounting pronouncements that
require or permit fair value measurements andabetapplied prospectively with limited exceptions.

SFAS No. 157 defines fair value as the piize tould be received to sell an asset or paidcatwster a liability in an orderly transaction
between market participants at the measurement Taite standard is now the single source in US GAdtRhe definition of fair value, except
for the fair value of leased property as define&tatement of Financial Accounting Standards Ng At8ounting for LeasesSFAS No. 157
establishes a fair value hierarchy that distingesshetween (1) market participant assumptions dpedlbased on market data obtained from
independent sources (observable inputs) and (2ptty’s own assumptions about market participastanptions developed based on the best
information available in the circumstances (unobakle inputs). The fair value hierarchy consistthoée broad levels, which gives the highest
priority to unadjusted quoted prices in active nedskfor identical assets or liabilities (Level hdahe lowest priority to unobservable inputs
(Level 3). The three levels of the fair value hiersy under SFAS No. 157 are described below:

. Level 1— Unadjusted quoted prices in active markets thatacessible at the measurement date for identinagstricted assets
liabilities.
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. Level 2 — Inputs other than quoted prices inctuddthin Level 1 that are observable for the asséiability, either directly or
indirectly, including quoted prices for similar assor liabilities in active markets; quoted priéesidentical or similar assets or
liabilities in markets that are not active; inpather than quoted prices that are observable asiset or liability (e.g., interest rates);
and inputs that are derived principally from orroborated by observable market data by correlatrasther means

. Level 3— Inputs that are both significant to the fair valneasurement and unobserval

The Company’s derivative contracts are valaief@ir value using significant other observabld anobservable inputs. Such financial
instruments consist of primary aluminum, natura,gand foreign currency contracts. The fair valies majority of these derivative contracts
are based upon trades in liquid markets, suchuesiallim options. Valuation model inputs can gengrad verified and valuation techniques
not involve significant judgment. The fair valudssach financial instruments are generally clasdifivithin Level 2 of the fair value hierarchy.

The Company has some derivative contractscihaiot have observable market quotes. For thaaadial instruments, management uses
significant other observable inputs (i.e., inforimatconcerning regional premiums for swaps). Wiesgneropriate, valuations are adjusted for
various factors, such as bid/offer spreads.

The following table presents the Compangssets and liabilities that are measured andynéted at fair value on a recurring basis class$
under the appropriate level of the fair value hielg as of December 31, 2008:

Level 1 Level 2 Level 3 Total
Derivative asset:
Aluminum swap contract $ — $ 327 $ — $ 327
Aluminum option contract — 14.F — 14.F
Krona forward contrac — A — 1
Midwest premium swap contrac — — — —
Total $ — $ 478 $ — $ 478
Derivative liabilities:
Aluminum swap contract $ — $ (82.0) $ — $ (82.0)
Aluminum option contract — (3.2 — (3.2
Pound Sterling forward contra — (14.9) — (14.9)
Euro dollar forward contrac (.9 — (.9
Krona forward contrac — (:5) — (:5)
Natural gas swap contrac — (4.6 — (4.6
Midwest premium swap contrac — — (1.1 ()
Total $ = $ (105.9) $ (1) $ (106.9

Financial instruments classified as Level giafair value hierarchy represent derivative caets in which management has used at least
one significant unobservable input in the valuatimodel. The following table presents a reconciiatbf activity for such derivative contracts
on a net basis:

Level 3
Balance at January 1, 20( —
Total realized/unrealized losses included
Cost of goods sold excluding depreciation expt (2.2
Purchases, sales, issuances and settler —

Transfers in and (or) out of Level —

*

Balance at December 31, 2C $ (1)
Total losses included in earnings attributabléh®ddhange in unrealized losses relating to devigatontracts still held :
December 31, 200! $ (1)

Effective September 30, 2008, the Company tdbpASB Staff Position 157-Betermining the Fair Value of a Financial Asset \Wiiee
Market for That Asset is Not Acti(“FSP 157-3"), which was issued on October 10, 2608P 157-3 clarifies the application of SFAS N&7 1
in a market that is not active and provides an etarno
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illustrate key considerations in determining thie ¥alue of a financial asset when the market figrfinancial asset is not active. The adoption
of FSP 157-3 did not have an impact on the Compaognsolidated financial statements.

New Accounting Pronouncemerfiatement of Financial Accounting Standards No. (tdlised 2007)Business Combinatior{sSFAS
No. 141F") was issued in December 2007. SFAS No. 141R edtalsligrinciples and requirements for how the acqoira business recogni:
and measures in its financial statements the ifieiléé assets acquired, the liabilities assumed,aary noncontrolling interest in the acquiree.
SFAS No. 141R also provides guidance on how theiemgshould recognize and measure the goodwilliaed in the business combination
and determine what information to disclose to emaiskers of the financial statements to evaluatedere and financial effects of the business
combination. SFAS No. 141R is effective for the Qamy in its fiscal year beginning January 1, 20@8st of the requirements of SFAS
No. 141R are only to be applied prospectively tsibeiss combinations entered into on or after JgnLig2009.

Statement of Financial Accounting Standards ®,Noncontrolling Interests in Consolidated Financ&htements — an amendment of
ARB No. 5](“SFAS No. 160") was issued in December 2007. SIN&S5160 establishes accounting and reporting stasdar the
noncontrolling interest in a subsidiary and for tlegonsolidation of a subsidiary. It clarifies thatoncontrolling interest in a subsidiary is an
ownership interest in the consolidated entity graduld be reported as equity in the consolidateahitial statements. SFAS No. 160 is effec
for the Company in its fiscal year beginning Jagugr2009. The Company does not currently expeétSSNo. 160 to have a material impact
on the Company’s consolidated financial statements.

Statement of Financial Accounting Standards Md ,Disclosures about Derivative Instruments and Hedghetivities — an amendment of
FASB Statement 1{('SFAS No. 161”) was issued in March 2008. SFAS M@l enhances required disclosures regarding dimégaand
hedging activities, including enhanced disclosuegmrding how: (a) an entity uses derivative inseuts; (b) derivative instruments and rel:
hedged items are accounted for under SFAS No; 488 (c) derivative instruments and related hedggeds affect an entity’s financial
position, financial performance, and cash flowsASMo. 161 is effective for fiscal years and imteperiods beginning after November 15,
2008. The Company does not currently expect SFASLIED to have a material impact on the Company'sclidated financial statements.

Statement of Financial Accounting Standards M@, The Hierarchy of Generally Accepted Accounting Bipfe (“SFAS No. 162") was
issued in May 2008. SFAS No. 162 is intended toroue financial reporting by identifying a consistéamework, or hierarchy, for selecting
accounting principles to be used in preparing faiarstatements that are presented in conformity@A&\P for nongovernmental entities.
SFAS No. 162 is effective 60 days following the S&&pproval of the Public Company Accounting OvginsiBoard amendments to Auditing
Standards Section 41The Meaning of Present Fairly in Conformity Withr@eally Accepted Accounting Principle$he Company currently
does not expect SFAS No. 162 to have a materiad@inpn the Company’s consolidated financial stateme

FASB Staff Position EITF 03-6-Determining Whether Instruments Granted in ShareeflaPayment Transactions Are Participating
Securitied“FSP EITF 03-6-1") was issued in June 2008. FSPFHRI3-06-01 provides that unvested share-based gatyawards that contain
nonforfeitable rights to dividends or dividend agaients (whether paid or unpaid) are participasiagurities and shall be included in the
computation of earnings per share pursuant towbectass method in accordance with Statement adrigiml Accounting Standards No. 128,
Earnings per Shar. FSP EITF 03-6-1 is effective for financial statts issued for fiscal years beginning after Deamb, 2008, and
interim periods within those years. Upon adoptible, Company is required to retrospectively adjissearnings per share data to conform with
the provisions in this FSP. Early application oPFSITF 03-6-1 is prohibited. The Company curredihes not expect FSP EITF 03t8e have
a material impact on its consolidated financialesteents.

FASB Staff Position No. SFAS 132(R)Bmployers’ Disclosures about Postretirement Beriifin Asset§'FSP SFAS 132(R)-1") was
issued in December 2008. FSP FAS 132(R)-1 amen@&BF3tatement No. 132 (revised 20Mployers’ Disclosures about Pensions and
Other Postretirement Benefit§SFAS 132(R)”), to provide guidance on an empldyeéisclosures about plan assets of a defined bienef
pension or other postretirement plan. The additidiszlosure requirements under this FSP inclugmeged disclosures about an entity’s
investment policies and strategies, the categofiptan assets, concentrations of credit risk andvialue
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measurements of plan assets. The Company expactthéhadoption of this statement will have a maktémpact on its consolidated financial
statement footnote disclosures.

2. Emergence from Reorganization Proceedings.

Summary. As more fully discussed in Note 21, from thetfggarter of 2002 to June 30, 2006, the Company2&naf its subsidiaries
operated under chapter 11 of the United States ity Code (the “Bankruptcy Codelpder the supervision of the United States Bankxt
Court for the District of Delaware (the “Bankrupt©purt”).

As also outlined in Note 21, Kaiser and itbtde subsidiaries which included all of the Comparthien-existing core fabricated products
facilities and a 49% interest in Anglesey which svensmelter in the United Kingdom, emerged fronptérall on the Effective Date pursuant
to the Plan. Four subsidiaries not related to thigrieated Products operations were liquidated icerber 2005. Pursuant to the Plan, all
material pre-petition debt, pension and postretimeinmedical obligations and asbestos and othelidbilities, along with other pre-petition
claims (which in total aggregated to approximatty4 billion in the June 30, 2006 consolidatedricial statements) were addressed and
resolved. Pursuant to the Plan, the equity interefsall of Kaiser’'s pre-emergence stockholdersawszamcelled without consideration. The
equity of the newly emerged Kaiser was issued atigleted to a third-party disbursing agent for wlgttion to claimholders pursuant to the
Plan.

Impacts on the Opening Balance Sheet After EmeegeAs a result of the Company’s emergence from araht, the Company applied
“fresh start” accounting to its opening July 20@®solidated financial statements as required by S®P. As such, the Company adjusted its
stockholders’ equity to equal the reorganizatiolu@at the Effective Date. Items such as accumdldépreciation, accumulated deficit and
accumulated other comprehensive income (loss) reseet to zero. The Company allocated the reorgaoizaalue to its individual assets and
liabilities based on their estimated fair valuems such as current liabilities, accounts receejaid cash reflected values similar to those
reported prior to emergence. Items such as invenpooperty, plant and equipment, long-term asaetklongterm liabilities were significantl
adjusted from amounts previously reported. Becéesh start accounting was applied at emergencéeoause of the significance of
liabilities subject to compromise that were reliéwgon emergence, comparisons between the hidtériaacial statements and the financial
statements from and after emergence are diffioutbake.
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The following shows the impacts of the Plad #re adoption of fresh start accounting on thenopebalance sheet of the new reporting

entity.
Adjusted
Plan Fresh Start Balance
Historical Adjustments(a) Adjustments(b) Sheet
ASSETS
Current assett
Cash and cash equivalel $ 372 % (25.9) $ — $ 12.C
Receivables
Trade, less allowance for doubtful receivat 114.1 — T 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.€) 49.€ 338.2
Investments in and advances to unconsolidatedaddf 22,0 (.3 (11.9) 11.1
Property, plant, and equipme— net 242.5 (4.2 (98.9 139.%
Personal injur-related insurance recoveries receive 963.: (963.9) — —
Intangible assel 11.2 (11.%) 12.€ 12.5
Net assets in respect of VEB. — 33.2(c) — 33.2
Other asset 43.€ 2.1 (.9 44.¢
Total $1597.¢ $ (969.7) $ (48.9) $ 579.¢
LIABILITIES AND STOCKHOLDERS ' EQUITY
Liabilities not subject to compromi—
Current liabilities:
Accounts payabl $ 561 % (.5 $ 1.8 $ 53.t
Accrued interes 1.1 (1.2 — —
Accrued salaries, wages, and related expe 37.C (4.2 7 33.6
Other accrued liabilitie 61.C (1.9 — 59.2
Payable to affiliat 33.C — — 33.C
Long-term debt— current portior 1.1 (2.2) — —
Discontinued operatio’ current liabilities 1t — — 15
Total current liabilities 190.¢ (8.6) (1.7 181.1
Long-term liabilities 49.C 17.t 2.t 69.C
Long-term debi 1.2 (1.2 — —
Discontinued operatior’ liabilities (liabilities subject to compromis 73.t (73.5) — —
314. (65.8) 14 250.1
Liabilities subject to compromis 4,388.( (4,388.0 — —
Minority interests 7 .7 — —
Commitments and contingencies Stockhol’ equity:
Common stocl .8 .2(d) (-8) 2
Additional capital 538.( 480.2(d) (538.0 480.2
Common stock owned by Union VEBA subject to transéstrictions — (151.5(c) — (151.7
Accumulated defici (3,635.9) 3,155.e) 479.¢(f) —
Accumulated other comprehensive income (i (8.8 — 8.8 —
Total stockholder equity (deficit) (3,105.) 3,484.¢ (50.9) 329.:
Total $1597¢ $ (969.7) $ (48.9) $ 579.
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(a) Reflects impacts on the Effective Date of implenmanthe Plan, including the settlement of liabd#tisubject to compromise and rele
payments, distributions of cash and new sharesmfon stock and the cancellation of predecessonmmstock (see Note 21).
Includes the reclassification of approximately $2ftom Liabilities subject to compromise to Longrteliabilities in respect of certain
pension and benefit plans retained by the Compandipg the outcome of the litigation with the PendBenefit Guaranty Corporation
(“PBGC").

(b) Reflects the adjustments to reflect “fresdrttaccounting. These include the write up of Imegies (see Note 3) and Property, plant and
equipment to their appraised values and the elitisinaf Accumulated deficit and Additional paidéapital. The fresh start adjustments
for intangible assets and stockhol¢ equity are based on a third party appraisal re

In accordance with US GAAP, the reorganization gatuallocated to individual assets and liabilitig<first allocating value to curre
assets, current liabilities and monetary and sinhilag-term items for which specific market valwee determinable. The remainder is
allocated to long-term assets such as propertgf plad equipment, equity investments, identifigdmgibles and unidentified intangibles
(e.g, goodwill). To the extent that there is infiént value to allocate to longrm assets after first allocating to the currempetary an
similar items, such shortfall is first used to redwnidentified intangibles to zero and then tgpréonately reduce the amount allocated
to property, plant and equipment, equity investraemid identified intangibles based on the inifiee{reorganization value allocation)
assessed fair value. In allocating the reorgaminatalue, the Company determined that the valubefong-term assets exceeded the
amount of reorganization value available to becalted to such items by approximately $187.2. Suckss value was allocated to
Property, plant and equipment, Investment in unclidasted affiliate and Identified intangibles iretfollowing amounts based on initial
fair value assessments determined by a third gmpyaisal

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 atff $ 24.C $ (12.9 $ 111
Identified intangible: $ 26.5 $ (14.2 $12.¢

(c) As more fully discussed in Note 10, aftercdissions with the staff of the Securities and ErgeaCommission, the Company concluded
that, while the Company’s only obligations in respef two VEBAs is an annual variable contributiaipligation based primarily on
earnings and capital spending, the Company shaglouat for the VEBAs as defined benefit postretieatplans with a ca|

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

Inventories are stated at the lower of cosharket value. For the Fabricated Products segrfieisthed products, work in process and raw
material inventories are stated on LIFO basis @hdrdnventories, principally operating supplies aepair and maintenance parts, are stated a
average cost. All inventories in the Primary Alumimsegment are stated on the first-in, first-oBFO”) basis. Inventory costs consist of
material, labor and manufacturing overhead, inclgdiepreciation. Abnormal costs, such as idleifg@kpenses, freight, handling costs and
spoilage, are accounted for as current period esarg

Inventories consist of the following:

December 31 December 31
2008 2007

Fabricated Products segm—
Finished product $ 73.4 $ 68.€
Work in procest 81.c 76.€
Raw material 69.1 49t
Operating supplies and repairs and maintenance 13.2 12.5
237.( 207.t
Lower of cost or market inventory valuati (65.5) —
171.¢ 207.t

Primary Aluminum segmer—
Primary aluminun 8 1

$ 1725 $ 207.¢

The Company recorded a net non-cash LIFO itesfedpproximately $7.5 and $14.0 during 2008 2087, respectively, and net non-cash
LIFO charges of $3.3, and $21.7 for the period fihrty 1, 2006 through December 31, 2006 and thieghérom January 1, 2006 to July 1,
2006, respectively. These amounts are primarisalt of changes in metal prices and changes enitavy volumes.

The Company has a larger volume of raw mdgeneork in process, and finished products thaioitg-term historical average, and the pi
for such goods reflected in the opening inventalabce at the Company’s emergence from chapteadRrbptcy on July 6, 2006, given the
application of fresh start accounting, was highantlong term historical averages. Since the Compalues its inventories on a LIFO basis,
with the inevitable ebb and flow of business cyctem-cash LIFO charges can result when inven®@vrgls drop and metal prices decline, and
potential lower of cost and market adjustments kedlult when metal prices decline and margins cesgpiDuring the fourth quarter of 2008,
the Company recorded a lower of cost or marketstjant of $65.5 due to continued decline in thedaonMetal Exchange price of primary
aluminum.

4. Investment In and Advances To Unconsolidated Afiate.

The Company has a 49% ownership interest igldsey, which owns an aluminum smelter at Holyh&gdles. The Company accounts for
its 49% ownership in Anglesey using the equity redtiThe Company’s equity in income before incomeseof Anglesey is treated as a
reduction (increase) in Cost of products sold gadssur share of United Kingdom corporation taxeThcome tax effects of the Company’s
equity in income are included in the Company’s imeaax provision.

Summary of Anglesey’s Financial Position (1)

December 31 December 31
2008 2007

Current assets(: $ 125 $ 160.(
Non-current assets (primarily property, plant, and pomént, net 27.¢ 52.C
Total asset $  153.( $ 212(
Current liabilities $ 32.¢ $ 81.1
Long-term liabilities 21.t 26.2
Stockholder equity 98.7 104.5
Total liabilities and stockholde’ equity $ 153.( $ 212(

(1) Balance sheet items were translated based on tioel gand exchange rat
(2) Includes cash and cash equivalents of $46.5 atrbleee31, 2008 and $85.2 at December 31, 2
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Summary of Anglesey’s Operations (1)

Year Ended December 31, 2006

July 1, 2006 Predecessol
Year Ended Year Ended through January 1, 200¢
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Net sales $ 312.% $ 408.7 $ 198.1 $ 170.1
Costs and expens (297.9 (319.%) (155.9) (132.)
Provision for income taxe (9.9 (26.0) (12.2) (11.9)
Net income $ 5C $ 63.C & 30.7 $ 26.€
Company’s equity in income
(loss)(2) $ 1.5) $ 33.4 $ 18.2 $ 11.C
Dividends receive: $ 3¢ $ 142  $ 9.1 $ 2.7

(1) Income statement items were translated based cawvtirage exchange rate for the peri

(2) The Company’s equity income (loss) differenfr49% of the summary net income (loss) from Angygxrimarily due to (a) share based
compensation adjustments of $(2.6), $4.0, $1.8zand for 2008, 2007, the period from July 1, 2d@®tgh December 31, 2006 and the
period from January 1, 2006 to July 1, 2006, rethpely, relating to Anglesey’s separate reimbursetagreement with its parent (“Rio
Tinto”) under Anglesey’s share based award arramgeifsee discussion below) and, (b) US GAAP adjastmelating to Anglesey’s
CARO (defined below in Note 5) in the amount of 3§1$(1.3), $(.3), and $(.3) for 2008, 2007, teeiqd from July 1, 2006 through
December 31, 2006 and the period from Januaryd6 29 July 1, 2006, respectively, (see Note

On June 12, 2008, Anglesey suffered a sigaifi¢ailure in the rectifier yard that resultedhitocalized fire in one of the power transform
As a result of the fire, Anglesey was operatingra third of its production capacity during thedahalf of June and incurred incremental c
primarily associated with repair and maintenancs;@s well as loss of margin due to the outagelesey has property damage and business
interruption insurance policies in place and expéetrecover (net of applicable deductibles) tleeeémental costs and any loss of margin
(assuming production that has been or will be dost to the outage sold at primary aluminum pribas would have been applicable on such
volume) due to business interruption through itsimance coverage. A partial insurance settlemgmpat of $20 was received in
December 2008 of which $10 was recorded as the @oyp equity income. The timing and the total antafrany remaining insurance
recovery is uncertain. Anglesey resumed normalyetidn in December 2008.

The Company and Anglesey have interrelatedatiogs. The Company is responsible for sellingraha to Anglesey in respect of its
ownership percentage. The Company has a contrptade to purchase alumina that provides adequat&raa for operations through
September 2009. The Company is responsible foasing primary aluminum from Anglesey in respedts@wnership percentage at prices
tied to primary aluminum market prices.

Purchases from and sales to Anglesey were as fallow

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 2006
December 31, December 31, December 31, to
2008 2007 2006 July 1, 2006
Purchase $155.¢ $199.: $95.C $82.4
Sales 52.1 50.2 24.4 24.¢
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At December 31, 2008 and 2007, the receivabtes Anglesey were $11.8 and $9.5, respectiveiyg, payables to Anglesey were $27.5 and
$18.6, respectively.

Anglesey operates under a power agreemenptbsides sufficient power to sustain its aluminteduction operations at full capacity
through September 2009. The nuclear plant thatlegppower to Anglesey is currently slated for daaaissioning in late 2010. Anglesey has
worked intensively with government authorities aggncies to find a sustainable alternative to tveep supply needs of the smelter, but has
been unable to reach a feasible solution. In Jgmfa2009, the Company announced that it expectglesey to fully curtail its smelting
operations at the end of the September 2009, whemirent power contract expires. Although Angjesdél continue to pursue alternative
sources of affordable power, as of the date afdilbf this Report, no sources have been identifiatwould allow the uninterrupted
continuation of smelting operations. Additionaldnglesey is expected to evaluate alternative opeyaictivities in line with the needs of the
local community and market opportunities, includithg potential continuation of remelt and castipgrations and the production of anode:
use by other smelting facilities. Taking into acebAnglesey’s inability to obtain affordable pow#re resulting expected curtailment of
smelting operations, the growing uncertainty wihpect to the future of Anglesey’s operations, Anglesey’s expected cash requirements for
redundancy and pension payments, the Company adexpect to receive any dividends from Anglesethifuture and as a result, fully
impaired its 49% equity investment in Angleseyt; 12008 fourth quarter results which amounted t83#&8. During the last five years, cash
dividends received were as follows: 2008 —$3.9,7200$14.3, 2006 — $11.8, 2005 — $9.0, and 2004 -5.$4.

As a result of fresh start accounting, the @any decreased its investment in Anglesey uponganee from chapter 11 bankruptcy on
July 6, 2006 (see Note 2 of Notes to Consolidatedricial Statements included in the Company’s AhR&port on Form 10-K for the year
ended December 31, 2007). In accordance with AdaagiPrinciples Board Opinion No. 18he Equity Method of Accounting for Investments
in Common StocKAPB No. 18") , the difference of $11.6 between the Company’seshbAnglesey’s equity and the investment amount
reflected in the Company’s Consolidated BalanceeSWvas being amortized (included in Cost of prosisaid) over the period from July 2006
to September 2009, the end of Anglesey’s curremtgpaontract, and thereby the end of the usefallddsed on the stated term of that contract.
The non-cash amortization was approximately $36 &nd $1.8 for 2008, 2007 and the period frorg JuR006 through December 31, 2006,
respectively. At December 31, 2008, the remainimgnoortized amount was $2.7. The Company does paioexo amortize the remaining
balance as it is deemed unrecoverable as discabsse.

During 2008 and 2007, the Company recordedgelsaof $(.2) and $.3, respectively, for share-thaspiity compensation for employees of
Anglesey who participate in the employee sharengsvplan of its parent (“Rio Tinto”). These charpase been recognized as reductions in
the equity in earnings of Anglesey for 2008 and720A accordance with APB No. 18, these transastitave been accounted for as capital
transactions of Anglesey. As a result, the Compaogrded $(.2) and $.3 (before considering taxcéfia its Additional capital for 2008 and
2007, respectively, rather than adjusting its Itwest in and advances to unconsolidated affiliate.

In accordance with a separate agreement batieglesey and Rio Tinto, Anglesey is required &g o Rio Tinto, in cash, an amount eq
to the difference between the share price on tke steares are purchased under the Rio Tinto emplslyare savings plan and the amount paid
by the employees of Anglesey to purchase the sherdsr the Rio Tinto employee share savings plaming 2008, Anglesey made payments
totaling $3.1 to Rio Tinto under this agreementa¢cordance with APB No. 18, the Company’s own@rshiare of this payment has been
accounted for as a capital distribution resultimg@ ireduction of $1.5 in both the Compandditional capital and the value of its investinier
Anglesey on the Consolidated Balance Sheet.

5. Conditional Asset Retirement Obligations

The Company has conditional asset retiremeligations, or CAROs at several of its fabricatedducts facilities. The vast majority of su
CAROs consist of incremental costs that would s®eiated with the removal and disposal of asbdsibef which is believed to be fully
contained and encapsulated within walls, floorginggs
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or piping) at certain of the older plants if sudarjs were to undergo major renovation or be deshetl. No plans currently exist for any such

renovation or demolition of such facilities and thempany’s current assessment is that the mostaplelscenarios are that no such significant

CARO would be triggered for 20 or more years, iakht

The Company’s estimates and judgments thatgffie probability weighted estimated future aogeint cost amounts did not change during
the year ended December 31, 2008. However, there rgeisions to the estimated timing for certaitufa contingent costs during the quarters

ended June 30, 2008 and December 31, 2008 théteeksuan immaterial charge to Net income. In #ddi the Company'’s results for 2008,
2007 and for the periods from July 1, 2006 throDglcember 31, 2006 and from January 1, 2006 to1Ju¥p06, included an immaterial
incremental amount of depreciation expense and@eimental accretion of the estimated liabilitysd, $.2, $.1 and $.1, respectively,

(recorded in Cost of products sold). The estimé@dvalue of CARO liabilities at December 31, 2008s $3.3.

Anglesey (see Note 4) also recorded CARO9ppf@imately $24.0 in its financial statements fiopyears. The time period over which the

fair value of the CAROs is estimated under UK GA#¢atment applied by Anglesey is different from tinee period over which the fair value
of the CAROs is estimated under SFAS No. 143 or #INAs such, the resulting accretion expensediffiezent under UK GAAP and US
GAAP. Accordingly, the Company adjusted its equitgarnings from Anglesey for 2008, 2007, the pfrom July 1, 2006 through
December 31, 2006 and the period from Januaryd6 89 July 1, 2006 by $1.3, $1.3, $.3, and $.3eesvely, to reflect the impact of

applying US GAAP with respect to the Anglesey CAROs

For purposes of the Company'’s fair value estés with respect to the CARO liabilities, a credijusted risk free rate of 7.5% was used.

6. Property, Plant and Equipment

Property, plant and equipment are recordedsit The major classes of property, plant, andpegent are as follows:

December 31

December 31

2008 2007

Land and improvemen $ 22.¢ $ 12.¢
Buildings 29.€ 25.2
Machinery and equipme! 211.C 168.%
Construction in progres 63.8 33.C
326.7 239.¢

Accumulated depreciatic (30.0 (17.7)
Property, plant, and equipment, | $  296.7 $ 222

At December 31, 2008, the major componentsasfstruction in progress were as follows:

December 31

December 31

2008 2007
Heat treat expansion project (Spokane, Washingtoititf) $ 8.8 $ 9.8
Rod, bar, and tube value stream investments (imaui@cility in Kalamazoo, Michigar 26.1 7.2
Other 28.c 16.F
Total Construction in progre: $ 63.2 $ 33.C

In 2008, the Company recorded an asset imgairicharge of $4.3 in connection with the restractuplans to shut down the Tulsa,
Oklahoma facility and curtail operations at thel®ebd, Virginia location. The impairment chargérisluded in Cost of products sold —

restructuring costs and other charges.

For 2008, 2007, the period from July 1, 2d@®ugh December 31, 2006 and the period from Jgrat006 to July 1, 2006, the Company

recorded depreciation expense of $14.6, $11.8, 882 $9.7, respectively, relating to
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the Company'’s operating facilities in its FabrichRroducts segment. An immaterial amount of deptieei expense was also recorded in the

Company’s Corporate segment for all periods.

7. Supplemental Balance Sheet Information

Trade Receivable3rade receivables were comprised of the following:

December 31

December 31

2008 2007
Billed trade receivable $ 99.2 $ 96.C
Unbilled trade receivables (Note A 1.9
99.: 97.¢

Allowance for doubtful receivable (.8) (1.4
$ 98.t $ 96.5

Prepaid Expenses and Other Current Asse®epaid expenses and other current assets wengrised of the following:

December 31

December 31

2008 2007
Current derivative assets (Note ! $ 32.2 $ iLg
Current deferred tax asst 84.1 59.2
Option premiums pai 5.3 —
Short term restricted ca: 1.4 1.t
Prepaid expenst 5.4 3.8
Total $ 128.¢ $ 66.C

Other Assets. Other assets were comprised of the following:

December 31

December 31

2008 2007
Derivative assets (Note 1 $ 5.2 $ 24t
Option premiums pai 4.€ 3.1
Restricted cas 35.¢ 14.4
Long term income tax receivak 4.4 —
Other 9 11
Total $ 50.t $ 43.1

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

December 31

December 31

2008 2007
Current derivative liabilities (Note 1. $ 79.C $ 6.€
Current FIN 48 income tax liabilitie 11.€ —
Accrued income taxes and taxes payi 1.8 2.2
Accrued book overdra— see below 4.C 54
Dividend payable — 3.7
Accrued annual VEBA contributic 4.6 8.8
Accrued Freigh 2.1 2.1
Environmental Accrue 3.3 1.7
Other 7.C 6.1
Total $ 113.¢ $ 36.€

The accrued book overdraft balance at Dece®be?008 and 2007 represents uncleared cash géeshents.
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Long-term Liabilities. Long-term liabilities were comprised of the fallmg:

December 31 December 31
2008 2007
Long term FIN 48 income tax liabilitie $ 10.C $ 26.5
Worker¢ compensation accrue 15.¢ 17.2
Environmental accrua 6.3 6.C
Derivative liabilities (Note 13 27.¢ 1.¢
Asset retirement obligatior 3.3 3.C
Other long term liabilitie: 1.6 2.4
Total $ 65.2 $ 57.C
8. Secured Revolving Credit Facility and Other Log Term Debt
Secured credit facility and long term debtsisted of the following:
December 31 December 31
2008 2007
Revolving Credit Facility $ 36.C $ —
Note payable 7.C —
Total 43.C —
Less— Current portior — —
Long-term debt $ 43.C $ —

On July 6, 2006, the Company and certain siidr$és of the Company entered into a Senior SecRevolving Credit Agreement with a
group of lenders providing for a $200.0 revolvingdit facility (the “Revolving Credit Facility”), fowhich up to a maximum of $60.0 may be
utilized for letters of credit. Under the Revolvifgedit Facility, the Company is able to borrow ¢bttain letters of credit) from time to time in
an aggregate amount equal to the lesser of a statednt, initially $200.0, and a borrowing base pdeed of eligible accounts receivable,
eligible inventory, and certain eligible machineeguipment, and real estate, reduced by certagmves, all as specified in the Revolving Cr
Facility. The Revolving Credit Facility maturesJaly 2011, at which time all principal amounts ¢atsling thereunder will be due and
payable. Borrowings under the Revolving Credit Fgdbear interest at a rate equal to either a Ipaigre rate or LIBOR, at the Company’s
option, plus a specified variable percentage detexehby reference to the then remaining borrowivgjlability under the Revolving Credit
Facility. The Revolving Credit Facility may, subjéo certain conditions and the agreement of lentteareunder, be increased to up to $275.0
at the request of the Company. During the fourthrgpr of 2007, the conditions were met and the Gomiand the lenders amended the
Revolving Credit Facility, effective December 1002, to increase the stated amount of the crediittfafrom $200.0 to $265.0.

Amounts owed under the Revolving Credit Facilhnay be accelerated upon the occurrence of vaeeents of default set forth in the
agreement, including, without limitation, the fa#uo make principal or interest payments whenahabreaches of covenants, represental
and warranties. The Revolving Credit Facility isw®d by a first priority lien on substantially afithe assets of the Company and certain «
U.S. operating subsidiaries that are also borrotveneunder. The Revolving Credit Facility placestrictions on the ability of the Company
and certain of its subsidiaries to, among otherghij incur debt, create liens, make investmenisdpadends, sell assets, undertake transac
with affiliates, and enter into unrelated linesokiness. At December 31, 2008, the Company wesritpliance with all covenants contained
in the Revolving Credit Facility.

During the third quarter of 2008, the Compaegan utilizing the credit line under the Revolvibigedit Facility. At December 31, 2008, the
Company had $218.0 available for borrowing anattetof credit under the Revolving Credit Faciliywhich $36.0 of borrowings and $10.0
of letters of credit were outstanding, leaving $D7&vailable for additional borrowing and lettefsedit. The average interest rate applicable
to borrowings under Revolving Credit Facility wag% at December 31, 2008.
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Due to the non-cash charges and resultinghnoete impact in the fourth quarter of 2008, therpany’s revolving credit agreement would
have precluded payment of its normal quarterlydéinid due to a limitation based on net earningsa fesult, on January 9, 2009, the Company
and certain of subsidiaries of the Company enteredan amendment pursuant to which the lendemseabio permit the Company, among
other things, to declare and pay dividends ratalitly respect to its common shares in an aggregataiat not to exceed $25 during any fiscal
year, provided that no such dividend may be paldasnat the time of such payment and after givifecethereto, (i) no default is continui
or would result therefrom and (ii) the borrowingadability under the revolving credit facility ig &east $100. As part of the amendment, the
Company agreed to, among other things, an increfase non-use commitment fee rate from 0.20% 50% and an increase of the applicable
interest rate margin. The borrowings under the Ikéng credit facility bear interest at a rate eqtueé base rate or LIBOR, at the Company’s
option, plus a specified variable percentage detexchby reference to the then-remaining borrowingjlability under the revolving credit
facility. The amendment increases the specifiethbéer percentages. The amendment also prohibit€simepany from repurchasing its own
common shares.

On December 19, 2008, the Company executedraigsory note (the “Note”) in the amount of $hQbnnection with the purchase of real
property of the Los Angeles, California facilitytérest is payable on the unpaid principal balari¢his Note monthly in arrears on the
outstanding principal balance at the prime rateledmed in the Note, plus 1.5%, in no event toeeding 10% per annum, on the first day of
each month commencing on February 1, 2009. A aigayment of $3.5 will be due on February 1, 284@ the remaining $3.5 will be due
on February 1, 2013. The Note is secured by thd détust of the property. For the twelve monthged December 31, 2008, the Company
incurred an immaterial amount of interest expees$ating to this Note. The interest rate applicablborrowings under the Note was 4.8% at
December 31, 2008.

9. Income Tax Matters

Tax AttributesAlthough the Company had approximately $981 ofatisibutes, including the NOL carry-forwards avhlmat
December 31, 2006 to offset the impact of futumine taxes, the Company did not meet the “morgylittean not” criteria for recognition of
such attributes primarily because the Company dichave sufficient history of paying taxes. As subtle Company recorded a full valuation
allowance against the amount of tax attributeslalls and no deferred tax asset was recognizedb@&hefit associated with any reduction of
the valuation allowance was first utilized to redumtangible assets with any excess being recardeth adjustment to Stockholders’ equity
rather than as a reduction of income tax expemserder to assess whether a valuation allowancestilhsequired at December 31, 2007, the
Company executed a process for determining the fegedvaluation allowance. The process includeémsive review of both positive and
negative evidence including the Company’s earningry; existing contracts and backlog; futurengags; adverse recent occurrences; carry
forward periods; an assessment of the industrg, dositingencies; and the impact of timing diffelecAt the conclusion of this process the
Company concluded that it had met the “more likbBn not” criteria for recognition of its deferreak assets and thus released the vast
majority of the valuation allowance at DecemberZ1Q7. In accordance with fresh start accounting release of the valuation allowance was
recorded as an adjustment to Stockholders’ eqattyer than through the income statement. The Coynpaintains a valuation allowance on
deferred tax assets that did not meet the “mogdylithan not” recognition criteria and these asaetsprimarily state NOL carryforwards that
the Company believes will likely expire unused.

At December 31, 2008, the Company had $878Na1 carryforwards available to reduce future cpalgments for income taxes in the
United States. Of the $878.6 of NOL carryforwarti®acember 31, 2008, $1.0 relates to the excedsetagfits from employee restricted stc
Equity will be increased by $1.0 if and when sugbess tax benefits are ultimately realized. Such.d@ryforwards expire periodically
through 2027. The Company also had $32.1 of otheattributes including $31.7 of alternative minimtax (“AMT") credit carryforwards
with an indefinite life, available to offset regufederal income tax requirements. The remainimgatiributes are general business credits that
will expire periodically through 2011.

Pursuant to the Plan, to preserve the NOLlyfamvards that may be available to the Company &fteergence, on the Effective Date, the
Company’s certificate of incorporation was amended restated to, among other things,
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include certain restrictions on the transfer of aomon stock and the Company and the Union VEBA, tbm@any’s largest stockholder, entered
into a stock transfer restriction agreement.

Tax benefit (ProvisionYLoss) income before income taxes and minorityregts by geographic area (excluding discontinuedtains an
cumulative effect of change in accounting principgeas follows:

Year Ended December 31, 20

July 1, 200€ Predecessc
Year Endec Year Endec through January 1, 20C
December 3: December 3: December 3: to
2008 2007 2006 July 1, 200¢
Domestic $ (105.9 $ 127.¢ $ 27.C $ 3,082
Foreign 14.€ 54.5 22.€ 60.5
Total $ (91.9) $ 182.4 $ 49.€ $ 3,143..

Income taxes are classified as either domesticreign, based on whether payment is made ertalthe United States or a foreign country.

Certain income classified as foreign is also sutifiedomestic income taxes.

The benefit (provision) for income taxes arsfl) income before income taxes and minority istsréexcluding discontinued operations and

cumulative effect of change in accounting princjensists of:

Federal Foreign State Total
2008
Current $ (0.9 $ .5 $ (1.9 $ (1.6
Deferred 64.3 (.2 5.5 69.¢€
Benefit applied to (increase)/decrease Additiomglital/Othel
comprehensive incon (33.9 (6.9 (4.9 (45.2)
Total $ 30.1 $ (6.6 $ (0.9 $ 22.¢
2007
Current $ — $ (22.) $ (4 $ (22.5)
Deferred — (.5 — (.5
Benefit applied to (increase)/decrease Additiomglital/Other
comprehensive incon (55.9) 3.6 6.5 58.4
Total $ (55.9) $ (18.9) $ (6.9 $ (819
July 1, 2006 through December 31, 2(
Current $  — $ (949 $ (9 $ (9¢€
Benefit applied to reduce intangible assets anckage Additional
capital (14.1 — (2.3 (15.9
Deferred — 1.€ — 1.€
Total $ (14 $ (7. $ (1L.E $ (23.7
Predecessc
January 1, 2006 to July 1, 20
Current $ 9 $ (7.9 $ (1) $ (7))
Deferred — .9 — 9
Total $ 9 $ (7.C $ (I $ (6.2
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A reconciliation between the (provision) benefit flscome taxes and the amount computed by appljiedederal statutory income tax rate to
income (loss) before income taxes and minorityregts (excluding discontinued operations and cutivel@ffect of change in accounting
principle) is as follows:

Year Ended December 31, 20
July 1, 200¢€ Predecessc

Year Endec Year Endec through January 1, 20(
December 3: December 3: December 3: to
2008 2007 2006 July 1, 200€
Amount of federal income tax benefit (expense) basethe statutor
rate $ 32.C $ (63.¢ % (17.5) $ (1,100.)
Decrease (increase) in valuation allowance (3.9 — — 1,099.:
Non-deductible Expens (0.3 (1.6 — —
State income taxes, net of federal ber (0.5 (4.5) (1.2) —
Foreign income taxe (4.7 (11.9) (4.7) (.5
Other 0.2 — (.3 4.9
Provision for income taxe $ 22.¢ $ (8149 $ (28.9) $ (6.2)

(1) At December 31, 2008 the valuation allowawes $29.5 compared to $24.8 at December 31, 20@¥ efitire change in the valuation
was recorded as a charge to income tax provi

The table above reflects a full statutory Ue&. provision despite the fact that the Compargniy paying AMT in the U.S. in some years.
SeeTax Attributesabove.

Deferred Income TaxeBeferred income taxes reflect the net tax effettemporary differences between the carrying amoohassets
and liabilities for financial reporting purposesdaamounts used for income tax purposes. The corm®woéthe Company’s net deferred
income tax assets (liabilities) are as follows:

December 3: December 3:
2008 2007

Deferred income tax asse
Loss and credit carryforwart $ 390.: $ 398.1
Pension benefit 1.9 3.3
Other asset 52.1 15.2
Inventories and othe 22.1 13.€
Valuation allowance (29.9 (24.9
Total deferred income tax ass— net 436.¢ 405.5
Deferred income tax liabilitie:
Property, plant, and equipme (23.9) (24.7)
VEBA (16.29) (50.¢)
Other (12.2)
Total deferred income tax liabilitie (39.9 (77.7)
Net deferred income tax assets (liabiliti $ 397.41) $  327.42)

(1) Of the total net deferred income tax assets of 88%84.1 was included in Prepaid expenses and otiieent assets and $313.3 v
presented as Deferred tax assets, net on the Qabettsal Balance Sheet as of December 31, Z

(2) Of the total net deferred income tax assets of 82569.2 was included in Prepaid expenses and otiieent assets and $268.6 v
presented as Deferred tax assets, net on the (aatsal Balance Sheet as of December 31, Z

In assessing the realizability of deferreddagets, management considers whether it is “nilay khan not” that some portion or all of the
deferred tax assets will not be realized. The wtsrealization of deferred tax assets is depengeon the generation of future taxable income
during the periods in which those temporary diffexes become deductible. Management considers takaidme in carryback years, the
scheduled reversal of deferred tax liabilities, péanning strategies and projected future taxaierme in making this assessment. As of
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December 31, 2008, due to uncertainties surrounti@gealization of some of the Company’s defeteadassets including state NOLs
sustained during the prior years and expiring &nxdiits, the Company has a valuation allowance8f%against its deferred tax assets. When
recognized, the tax benefits relating to any realestthe valuation allowance will be recorded as@uction of income tax expense pursuant to
SFAS No.141R.

Other.The Company and its subsidiaries file income tawrres in the U.S. federal jurisdiction and varistetes and foreign jurisdictions.
The audit of the Company’s federal income tax refor the 2004 tax year was completed in April 20DBe results of the audit did not have a
material effect on the Company’s financial conditar results of operations. The Canada Revenue &gamdited and issued assessment
notices for 1998 through 2001 for which NoticeOdifection have been filed. If the outcome of theidéof Objection is in favor of the
Company, an expected payment of approximately $wipaid in the third quarter of 2009, otherweggroximately $11.8 may be required to
be paid. The 2002 to 2004 tax years are curremifletiaudit by the Canada Revenue Agency. The Coyrgaes not expect the results of these
examinations to have a material effect on its faiancondition or results of operations. Certaistpgears are still subject to examination by
taxing authorities and the use of NOL carryforwardBiture periods could trigger a review of attriés and other tax matters in years that are
not otherwise subject to examination.

No U.S. federal or state liability has beetorded for the undistributed earnings of the Comfzga@anadian subsidiary at December 31,
2008. These undistributed earnings are considerbd tndefinitely reinvested. Accordingly, no preiein for U.S. federal and state income
taxes or foreign withholding taxes has been praviole such undistributed earnings. Determinatiothefpotential amount of unrecognized
deferred U.S. income tax liability and foreign withiding taxes is not practicable because of theptexities associated with its hypothetical
calculation.

In accordance with the requirements of SOF 9e Company adopted the provisions of FIN 48wy 1, 2006. The Company had gross
unrecognized tax benefits of $15.8 and $19.7 aeBéer 31, 2008 and December 31, 2007, respectiVe change during the twelve months
ended December 31, 2008 was primarily due to cayéinctuations and change in tax positions. Thenge during the year ended December
31, 2007 was primarily due to currency fluctuatiamsl $3.0 of additional unrecognized tax bendfits tvere offset by net operating losses.
Company recognizes interest and penalties relatdtese unrecognized tax benefits in the incomgtaxision. The Company had $9.4 and
$10.7 accrued at December 31, 2008 and Decemb@08Z, respectively, for interest and penaltiescivhwere included in Long-term
liabilities in the Consolidated Balance Sheetsth@f$9.4 of total interest and penalties at DecerBbe2008, $5.2 is included in current
liabilities in the Consolidated Balance Sheet. Bgithe year ended December 31, 2008 and 2007, ,dhmp&hy recognized $(1.3) and $5.1 in
interest and penalties, respectively. During ther yaded December 31, 2008, the foreign currenpaainon gross unrecognized tax benefits,
interest and penalties resulted in a $5.2 curréranslation adjustment that was recorded in Accaedl other comprehensive income (loss
which $2.9 related to gross unrecognized tax benafid $2.3 related to accrued interest and pesalti 2007, the foreign currency impact on
gross unrecognized tax benefits, interest and pesaésulted in a $3.8 currency translation adjesit that was recorded in Accumulated other
comprehensive income, of which $2.7 related togrowecognized tax benefits and $1.1 related tnuaddnterest and penalties. During the
year ended December 31, 2008, the Company alseeddinrecognized tax benefits and the relateddst@nd penalties by $.8 and $:
respectively, relating to a Canadian pre-emergenrpesure. In accordance with fresh start accountimgCompany recorded the amount in
Additional capital rather than in income tax prass The Company expects its gross unrecognizetdarfits to be reduced by $2.7 within
next twelve months.

A reconciliation of changes in the gross unggized tax benefits is as follows:

December 31 December 31
2008 2007

Gross unrecognized tax benefits at beginning abpe $ 19.7 $ 14.€
Gross increases for tax positions of prior ye 1.6 2.t
Gross decreases for tax positions of prior y (3.2 —
Gross increases for tax positions of current y 0.3 2
Settlement: — (.3
Foreign currency translatic (2.9 2.7
Gross unrecognized tax benefits at end of pe $ 15.61) $ 19.7(2)

(1) Ofthe $15.8, $14.1 is recorded as a FINidglity on the Consolidated Balance Sheets and &loffset by net operating losses and
indirect tax benefits at December 31, 2008. If eshen the $15.8 ultimately is recognized, $15.2 gdllthrough the Company’s income
tax provision and thus affect the effective taeratfuture periods

(2) Of the $19.7 at December 31, 2007, $15.8 is recbadea FIN 48 liability on the Consolidated BalaBteets in Lor-term liabilities anc
$3.9 is offset by net operating losses and indigecbenefits. If and when the $19.7 ultimatelyeisognized, $15.8 will go through the
Compan’s income tax provision and thus affecting the effectax rate in future period
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In connection with the sale of the Compangtgiiests in and related to Queensland Alumina leidh{t QAL"), the Company made payme
totaling approximately $8.5 for AMT in the Uniteda®es (approximately $8.0 of federal AMT and apprately $.5 of state AMT). Such
payments were made in the fourth quarter of 20@®mrcompletion of the Comparsy2005 federal income tax return, the Company detexc
that approximately $1.0 of AMT was overpaid and wefsndable. The Company applied for the refunthe2005 federal income tax return
filed in September 2006 and received the refun@étober 2006. The Company believed that the reneaiofithe United States AMT amounts
paid in respect of the sale of its QAL interestsudtl, in accordance with the Intercompany Settlemgmeement entered into in connection
with the Company’s chapter 11 bankruptcy, be reiredd to the Company from the funds held by theidiging trustee for the plan of
liquidation of two former subsidiaries of the CompdKaiser Alumina Australia Corporation and Kaisémance Corporation). A claim for
reimbursement of $7.2 was made in January 200Maly 2007, the liquidating trust approved the claind the Company received the $7.2
reimbursement, which amount was recorded as a ib@né&fther operating benefits (charges), net msbcond quarter of 2007 (see Note 14).

Income tax matters of the Predecessor aresisd in Note 23.

10. Employee Benefits
Pension and Similar Plan®ensions and similar plans include:

. Monthly contributions of one dollar per hour workiegleach bargaining unit employee to the appropmatlt-employer pension plat
sponsored by the United Steelworkers and Internatidssociation of Machinists and certain otheousiat six of our production
facilities. This obligation came into existenceDiacember 2006 for four of our production facilitiggon the termination of four
defined benefit plans. The arrangement for therdtlie locations came into existence during the fitgarter of 2005. The Company
currently estimates that contributions will rangaen $2 to $4 per yea

. A defined contribution 401(k) savings plan founy bargaining unit employees at five of the Comya production facilities. The
Company is required to make contributions to tiésdor active bargaining unit employees at thaselpction facilities ranging from
$800 to $2,400 per employee per year, dependirt@rmployee’s age and/or service. This arrangen@ne into existence in
December 2004 for two production facilities upoa tArmination of one defined benefit plan. The rrgeanent for the other three
locations came into existence during December 2006.Company currently estimates that contributtorsuch plans will range from
$1 to $3 per yea

. A defined benefit plan for our salaried employatthe Company facility in London, Ontario with annual contribris based on ea
salaried employee’s age and years of service. Aeer 31, 2008, approximately 53% of the plantasse invested in equity
securities, 40% of plan assets are invested in skghtrities and the remaining plans assets arstewén short term securities. The
Company’s investment committee reviews and evaduidiee investments portfolio. The asset mix targetation on the long term is
approximately 60% in equity securities and 36%ebtdsecurities with the remaining assets in steorh tsecurities (see Part Il Item 7,
Managemens Discussion and Analysis of Financial Conditiod &esults of Operations, of this Report for disaus®n long tern rai
of return assumption

. A defined contribution savings plan for salaried aor-bargaining unit hourly providing for a match of @én contributions made
employees plus a contribution of between 2% and @D#eir compensation depending on their age aadsyof service. All new hire
after January 1, 2004 receive a fixed 2% contrdyutiThe Company currently estimates that contrilmgtito such plans will range frc
$4 to $6 per yea

. A nor-qualified defined contribution plan for key emplegenvho would otherwise suffer a loss of benefideurthe Compar’s
defined contribution plan as a result of the linittas by the Bankruptcy Cod

Postretirement Medical Obligationés a part of the Company’s reorganization effdie, Company’s postretirement medical plan was
terminated in 2004. Participants were given théoopdf coverage under the
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Consolidated Omnibus Budget Reconciliation Act 883 (COBRA), with the Company’s filing of its plarfi reorganization as the qualifying
event, or participation in the applicable VEBA (tdeion VEBA or the VEBA that provides benefits fogrtain other eligible retirees and their
surviving spouse and eligible dependents (the ‘t&ald/EBA")). Qualifying bargaining unit employegso did not, or were not eligible to,
elect COBRA coverage are covered by the Union VEB#e Salaried VEBA covers all other retirees inagdgdemployees who retired prior to
the 2004 termination of the prior plan or who etvith the required age and service requirementsragpas their employment commenced
prior to February 2002. The benefits paid by theB¥E are at the sole discretion of the respectivd8XHErustees and are outside the
Company’s control.

At emergence, the Salaried VEBA received 6ght1,940,100 shares of the Company’s newly issoetimon stock. However, prior to the
Company’s emergence, the Salaried VEBA sold itstsigo approximately 940,200 shares and receivegroeeeds of approximately $31. The
remaining approximately 999,900 shares of the Cawyigacommon stock held by the Salaried VEBA at Juyl2006 were unrestricted. The
Salaried VEBA sold its remaining shares duringgbeond half of 2006.

At emergence, the Union VEBA had rights toeiee 11,439,900 common shares upon the Companyésgemce from chapter 11
bankruptcy. However, prior to the Company’s emecgetthe Union VEBA sold its rights to approximat2l$30,000 shares and received net
proceeds of approximately $81.

During the first quarter of 2007, 6,281,180necoon shares were sold to the public by existingldtolders pursuant to a registered offering.
The Company did not sell any shares in, and didexgive any proceeds from, the offering. The UN/&BA was one of the selling
stockholders. Of the 3,337,235 shares sold by thierJVEBA in the offering, 819,280 common shareseugnable to be sold without the
Company’s approval under an agreement restrickiadJnion VEBA's ability to sell or otherwise trapsfits common shares. However, during
the first quarter of 2007, the Union VEBA receiwagaproval from the Company to include such sharglsdroffering.

The 819,280 previously restricted shares we@ed as a reduction of Stockholders’ equityti{at$24.02 per share reorganization value) in
the December 31, 2006 balance sheet. As a restlieatlief of the restrictions, during the firstagter of 2007: (i) the value of the 819,280
shares previously restricted was added to VEBAtasgghe approximate $58.19 per share price eghliy the Union VEBA in the offering
(totaling $47.7); (ii) approximately $19.7 of the@mber 31, 2006 reduction in Stockholders’ eqastyociated with the restricted shares
(common shares owned by Union VEBA subject to ietgins) was reversed and (iii) the difference bew the two amounts (approximately
$23, net of income taxes of $5) was credited toitatthl capital.

During the fourth quarter of 2007, the UnioBRA sold an additional 627,200 shares upon the @o&Directors’ approval. The 627,200
shares sold resulted in (i) an increase of $45MEBA assets at an approximate $72.03 weightedaaeéeper share price realized by the Union
VEBA, (i) a reduction of $15.1 in common stock azehby Union VEBA (at the $24.02 per share reorgation value), and (iii) the difference
between the two amounts (approximately $25.2, hetacome taxes of $4.9) was credited to Additiocegpital. After the sale, the Union VEBA
owned approximately 24.2% of the outstanding comstook as of December 31, 2008.

As of the date of filing of this Report, them@pany’s only obligation to the Union VEBA and tBalaried VEBA is an annual variable cash
contribution which, with respect to the Union VEB&minates for periods beginning after Decembe2812. The amount to be contributec
the VEBAs through 2012 is 10% of the first $20.Gaafual cash flow (as defined; in general terms pitincipal elements of cash flow are
earnings before interest expense, provision faurme taxes, and depreciation and amortization lasis payments for, among other things,
interest, income taxes and capital expenditurdgy, 20% of annual cash flow, as defined, in exoé$20.0. Such annual payments may not
exceed $20.0 and are also limited (with no carryeeduture years) to the extent that the paymestsid cause the Company’s liquidity to be
less than $50.0. Such amounts are determined anraral basis and payable within 120 days folloviivgend of fiscal year, or within 15 days
following the date on which the Company files itsrval Report on Form 10-K with the Securities amdifange Commission (the “SEC”) (or,
if no such report is required to be filed, withis days of the delivery of the independent auditopmion of the Company’s annual financial
statements), whichever is earlier. At December2BD,7, the Company had preliminarily determined $88 was owed to the VEBAs under
this arrangement which was recorded in Other accliabilities in the Companyg’ Consolidated Balance Sheets and a correspontinggise it
Net assets in respect of VEBAs. In March 2008, $&5 paid to the VEBAs based on the final calcaratf the amount owed under t
agreement and the remaining $.3 of the accru&ilea¢hd of December 31, 2007 was released withrasonding reduction in Net assets in
respect of VEBAs. At December 31, 2008, the Compangd the VEBAS
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$4.9 under this arrangement which has been recand®ther accrued liabilities in the Company’s Calidated Balance Sheets and a
corresponding increase in net assets in respebedfEBAS.

For accounting purposes, after discussions thié staff of the SEC, the Company treats therptitment medical benefits to be paid by the
VEBAs and the Company’s related annual variablergmution obligations as defined benefit postretient plans with the current VEBA
assets and future variable contributions descritmnle, and earnings thereon, operating as a ctipedrenefits to be paid. While the
Company'’s only obligation to the VEBAs is to pag thnnual variable contribution amount and the Comeas no control over the plan
assets, the Company nonetheless accounts for netliggpostretirement benefit costs in accordanith Statement of Financial Accounting
Standards No. 106Employers’ Accounting for Postretirement Benedttser than Pensiorsnd records any difference between the assets of
each VEBA and its accumulated postretirement beobfigation in the Company’s financial stateme®sch information must be obtained
from the Salaried VEBA and Union VEBA on a periobtigsis. In general, as more fully described belgiven the significance of the assets
currently available and expected to be availabkéoVEBASs in the future and the current level ehéfits, the cap does not impact the
computation of the accumulated postretirement beokligation (“APBQO”). However, should the bendfirmulas being used by the VEBAs
increase and/or if the assets were to substantallyease, it is possible that existing assetsbeagsufficient alone to fund such benefits and
that the benefits to be paid in future periods ddad reduced to the amount of annual variable itnritons reasonably expected to be paid by
the Company in those years. Any such limitationsilé@lso have to consider any remaining amounkoégs pre-emergence VEBA
contributions made.

Key assumptions made in computing the negalibn of each VEBA and in total at the December28ID8 and 2007 include:
With respect to VEBA assets:

. The 4,845,465 shares of the Company’s commoik $teld by the Union VEBA that were not transferaiiere been excluded from
assets used to compute the net asset or liabflityeoUnion VEBA, and will continue to be excludeudtil the restrictions lapse. Such
shares are being accounted for similg“treasury stoc” in the interim (see Note 1

. At December 31, 2008 and 2007, neither VEBA helgamrestricted shares of the Comp’s common stock

. Based on the information received from the VEBA®ecember 31, 2008 and 2007, both the SalarieBld/&hd Union VEBA assets
were invested in various managed proprietary fu

. The Company assumed that the Salaried VEBA woulitse a long term rate of return of approximateB0% and 5.50% on i
assets as of December 31, 2008 and 2007, resgdgclitee Company assumed that the Union VEBA wouldieve a long term rate of
return of approximately 5.00% and 5.50% on its @sag of December 31, 2008 and 2007, respectiVeky long-term rate of return
assumption is based on the Comf’s expectation of the investment strategies to itiead by the VEBA’ trustees

. The annual variable payment obligation is beingted as a funding/contribution policy and not cedras a VEBA asset
December 31, 2008 for actuarial purposes. Howekeramount owed under the funding obligation iatieh to the results for the ye
ended December 31, 2008 has been accrued andudedowithin Other accrued liabilities and Net asse respect of VEBA«

With respect to VEBA obligations:

. The APBO for each VEBA has been computed basdtietevel of benefits being provided by each VE&ADecember 31, 2008 and
2007.

. The present value of APBO for each VEBA was comghutging a discount rate of return of 6.00% at lidticember 31, 2008 ai
2007.
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. Since the Salaried VEBA was paying a fixed anmumabunt to its constituents at both December 3@82Md 2007, no future cost
trend rate increase has been assumed in compbhgng§RBO for the Salaried VEB!

. For the Union VEBA, which is currently paying cent@rescription drug benefits, an initial cost tlemate of 12% has been assur
and the trend rate is assumed to decline to 5%0k§ at both December 31, 2008 and 2007. The trtedused by the Company was
based on information provided by the Union VEBA amdustry data from the Compé’s actuaries

The following recaps the net assets of eacBA’Bs of December 31, 2008 and 2007 (such infolomdt also included in the tables requ
under US GAAP below which roll forward the assetd abligations):

December 31, 2008 December 31, 2007
Union VEBA Salaried VEBA Total Union VEBA Salaried VEBA Total
APBO $ (250.5 $ (70.9) $(321.9 $ (23290 $ (62.7) $(294.7)
Plan asset 306.% 56.¢ 363.t 353.¢ 76.C 429.¢€
Net asset (liability’ $ 56.2 $ (14.0 $ 422 $ 121.¢ $ 8. $134.¢

The Company'’s results of operations includetifollowing impacts associated with the VEBAs: ¢arges for service rendered by
employees; (b) a charge for accretion of inter@3ta benefit for the return on plan assets; apdufabrtization of net gains or losses on assets,
prior service costs associated with plan amendnemdsactuarial differences. The VEBA-related amsumtluded in the results of operations

are shown in the tables below.
Financial Data.

Assumptions —Fhe following recaps the key assumptions used l@@mounts reflected in the Companfihancial statements with resp
to the Successor’s and Predecessor’s pension @hahsther postretirement benefit plans. In accardavith generally accepted accounting
principles, impacts of the changes in the Compapgission and other postretirement benefit plansudsed above have been reflected in such

information.
The Company uses a December 31 measuremenfodat| of its plans.

Weighted-average assumptions used to deterpeinefit obligations as of December 31 and nebpléribenefit cost (income) for the years
ended December 31 are:

Pension Benefits(1) Medical/Life Benefits(2)
2008 2007 2006 2008 2007 2006

Union Salaried

VEBA VEBA VEBASs VEBAs
Benefit obligations assumptior
Discount rate 7.5(% 5.6(% 5.2(% 6.0(% 6.0(% 6.0(% 5.7%%
Rate of compensation incree 3.3(% 3.7% 3.0(% — — — —
Net periodic benefit cost assumptio
Discount rate 5.6(% 5.2(% 5.2(% 6.0(% 6.0(% 5.7%% 6.25%
Expected return on plan ass 5.5(% 6.0(% 6.0(% 5.0(% 4.5(% 5.5(% 5.5(%
Rate of compensation incree 3.75% 3.0(% 3.0(% — — — —

(1) Pension Benefits for 2008, 2007 and 2006 primaefyresent the defined benefit plan of the Canafdieifity.
(2) Medical /Life Benefits percentages for 2008, 206@ 2006 relate to the VEBA
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Benefit Obligations and Funded StatusThe following table presents the benefit obligat and funded status of the Company’s pension

and other postretirement benefit plans as of Deeer@b, 2008 and 2007, and the corresponding amdheatgare included in the Company’s
Consolidated Balance Sheets.

Pension Benefits Medical/Life Benefits

2008 2007 2008 2007
Change in Benefit Obligatiol
Obligation at beginning of ye: $ 4.¢ $ 4C $ 294.% $ 278.1
Foreign currency translation adjustm: (-9 .8 — —
Service cos 2 2 1.7 14
Interest cos 2 2 17.1 15.5
Plan amendments relating to Salaried VE — — 8.8 9.2
Actuarial (gain) los: (1.2 — 18.C 7.2
Benefits paic— Successor plar (.3 (.3 — —
Reimbursement from Retiree Drug Subsidy — — 2.C 3.3
Benefits paid by VEB/ — — (21.9 (20.0
Obligation at end of ye 3.C 4.8 321.: 294
Change in Plan Assel
FMV of plan assets at beginning of yi 4.4 3.€ 429.¢ 318.¢
Foreign currency translation adjustm: (.7 7 — —
Actual return on asse (.6) A (51.7) 25.¢
Employer contributions(z 3 .3 4.€ 101.7
Reimbursement from Retiree Drug Subsidy — — 2.C 3.3
Benefits paic (.9 (.9 (21.0 (20.0
FMV of plan assets at end of ye 3.1 4.4 363.t 429.¢
Accrued liability/(Prepaid benefit)(: $ (I $ 5 $ (42.9 $ (134.9
(1) InJanuary 2005, the Department of Healthldnthan Services’ Centers for Medicare and Medi&sddvices (CMS) released final

(2)

3)

regulations governing the Medicare prescriptiorgdoanefit and other key elements of the Medicarel@oization Act that went into
effect January 1, 2006. The Union VEBA is eligifde the Retiree Drug Subsidy because the plan nteetdefinition of actuarial
equivalence and therefore qualifies for federabkglibs equal to 28% of allowable drug costs. Assailt, the Company has measured its
obligations and costs to take into account thislyb

Employer contributions to Medical/Life benefit ptam 2008 consist of $4.9 accrued VEBA contributidiibecember 31, 2008 in resp
to the annual variable cash contribution which Wwélpaid in the first quarter of 2009 and $.3 efrsal in the 2008 annual VEBA
contribution accrual. Employer contributions to Med/Life benefit plans in 2007 consist of $92.8&ted to the release of transfer
restrictions and subsequent sale of 1,446,480 sludthie Company’s common stock held by the Uni@&B¥ plus the preliminary $8.8
accrued VEBA contribution at December 31, 2007espect to the annual variable cash contributiorciwhiill be paid in the first quarter
of 2008. Of the $8.8, $8.5 was subsequently patied/EBAs in the first quarter of 20C

Accrued liability/(Prepaid benefit) for thefthed benefit pension plan at December 31, 200807 were included in Non-current asset
and Long-term liabilities on the Consolidated BakuSheets, respectively. Of the $(42.2) prepai@fiterelating to the VEBAs at
December 31, 2008, $(56.2) was included in Net #siserespect of the VEBAs and $14.0 was includeNeét liabilities in respect of
VEBA on the Consolidated Balance Sheets. All of§(E34.9) prepaid benefit relating to the VEBA®Daicember 31, 2007 were incluc

in Net assets in respect of the VEBAs on the Codatdd Balance Shee

The accumulated benefit obligation for allidefl benefit pension plans (other than the Terreosh&lans, as defined in Note 24) was $2.7

and $4.1 at December 31, 2008 and 2007, respectivel
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As of December 31, 2008, the net benefits etqukto be paid in each of the next five fiscalrgeand in aggregate for the five fiscal years
thereafter are as follows:

Benefit Payments Due by Perioc

2014

2009 2010 2011 2012 2013 2018
Pension plai $ A4 $ 2 $ 2 $ 2 $ 3 $ 1.7
Gross VEBAs benefit payme 23.¢ 24.€ 25.2 25.¢ 26.1 131.¢
Anticipated Retiree Drug Subsit (3.9 (3.9 (3.9 (3.9 (3.9 (20.9
Total net benefit: $ 21.C $ 214 $ 21.¢ $ 222 $ 22.% $ 112.¢

The amount of loss which is recognized inlihlnce sheet (in Accumulated other comprehenso@nie (loss)) associated with the
Company’s defined benefit pension plan as of De@ert, 2008 was $.3, of which $.7 was related taanwiarial loss and $(.4) was related to
net transition asset. The amount of loss whicled®gnized in the balance sheet (in Accumulatedr attvprehensive income (loss)) associated
with the Company’s VEBAs that have not been recoephin earnings as of December 31, 2008 was $8Bv@hich $17.2 was related to prior
service cost and $82.6 was related to net loss.

The portion of the pension plan not recogniregarnings at December 31, 2008 that is expeot®éeé recognized in earnings in 2009 as net
transition asset and net loss is $.1. The portfidhe@VEBAS not recognized in earnings at Decen®igr2008 that is expected to be recognized
in earnings in 2009 is $5.4, of which $1.6 is retato amortization of prior service costs and $81@lated to amortization of net loss.

Components of Net Periodic Benefit Cost (Incomdjhe-following table presents the components ofeeibdic benefit cost (income) for
the years ended December 31, 2008, 2007 and 2006:

Pension Benefits Medical/Life Benefits
2008 2007 2006 2008 2007 2006

Service cos $ 2 $ 2 $ 11 $ 17 $ 14 $ .6
Interest cos 2 2 1.€ 17.1 15t 7.8
Expected return on plan ass (.2 (-2 (1.7 (20.€) (19.5) (7.€
Amortization of transition asset ( — — — — — —
Amortization of prior service cost (; — — — .8 — —
Amortization of net los 1 — 3 A4 — —
Net periodic benefit cos .3 2 1.3 (.6) (2.6) .6
Defined contribution plan 11.1 9.6 8.1 — — —

$ 114 $ 101 $ 94 $ (.6) $ (2¢€ $ 6

(1) There were an immaterial amount of transition ageedrtization relating to the pension plan(s) feass ended December 31, 2008, 2
and 2006

(2) The Company amortizes prior service cost straight-line basis over the average remainingsyefiservice to full eligibility for benefits
of the active plan participant

The above table excludes pension plan curéaitrand settlement costs of zero, $.2 and $6.808,22007 and 2006, respectively.

The periodic pension costs associated witiTdreninated Plans were zero, zero, and $1.1 foydlaes ended December 31, 2008, 2007, and
2006.
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Components of Net Periodic Benefit Cost (Incomé)@ash Flow and Charges Fhe following tables present the components of net
periodic pension benefits cost for 2008, 2007 piagod from July 1, 2006 through December 31, 2806 the period from January 1, 2006 to
July 1, 2006:

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200¢
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
VEBA:
Service cos $ 17 3% 14 3 .6 $ —
Interest cos 17.1 15.5 7.8 —
Expected return on plan ass (20.6) (19.5) (7.9) —
Amortization of prior service co: .8 — — —
Amortization of net los A4 — — —
(.6) (2.€) .6 —
Defined benefit pension pla 3 2 .5 .8
Defined contributions plar 11.1 9.9 4.C 4.1
Retroactive impact of defined contribution plansgatibn included ir
Other operating charges, r — — A —
$ 106  $ 7E 8 5.3 $ 4.9
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The following tables present the allocatioritfse charges (income):

Year Ended December 31, 2006

July 1, 2006 Predecesso

Year Ended Year Ended through January 1, 200t
December 31 December 31 December 31 to

2008 2007 2006 July 1, 2006
Fabricated Products segm $ 101 % 92 % 4.¢ $ 4.t
Corporate segme! 7 (1.9 2 A4
Other operating charges, net (Note — — A4 —
$ 10.¢ $ 7.5 $ 5.5 $ 4.

For all periods presented, the net perioditefies relating to the VEBAs are included as a congnt of Selling, administrative, research
development and general expense within the Corpa@egment and substantially all of the Fabricatediicts segment’s related charges are in
Cost of products sold with the balance in Selledministrative, research and development and geexpanse.

An amount of $.8 was accrued at December 306 2n Accrued salaries, wages, and related exgear&ating to the retroactive
implementation of the remaining defined benefinglaOf the $.8, $.4 was recorded in Cost of pragsotd and $.4 was recorded in Other
operating charges, net (Note 14). The amount recbird Other operating charges, net represents #raegpayment. This amount was paid in
2007.

The Successor also paid benefits applicablleetdredecessor (see Note 11).

Employee benefit and incentive plans of thed@cessor are discussed in Note 24.

11. Employee Incentive Plans
Short term incentive plans

The Company has a short term incentive congiemsplan for senior management and certain salamployees payable in cash which is
based primarily on EVA of our core Fabricated Pidibusiness, adjusted for certain safety and padoce factors. Most of our production
facilities have similar programs for both hourlydssalaried employees.

Long term incentive plans

General. On July 6, 2006, the 2006 Equity and Performdncentive Plan (as amended, the “Equity Incentilem® became effective.
Officers and other key employees of the Comparngyneror more of its subsidiaries, as well as dimsctd the Company, are eligible to
participate in the Equity Incentive Plan. The Eguitcentive Plan permits the granting of awardtimform of options to purchase common
shares, stock appreciation rights, shares of nstedeand vested stock, restricted stock unitsppadnce shares, performance units and other
awards. The Equity Incentive Plan will expire otyJ 2016. No grants will be made after that dhte,all grants made on or prior to that date
will continue in effect thereafter subject to tleenis thereof and of the Equity Incentive Plan. Toenpany’s Board of Directors may, in its
discretion, terminate the Equity Incentive Plaay time. The termination of the Equity IncentiMarPwill not affect the rights of participants
or their successors under any awards outstandilgatnexercised in full on the date of termination.

Subject to certain adjustments that may baired from time to time to prevent dilution or emgament of the rights of participants under
Equity Incentive Plan, 2,222,222 common shares weserved for issuance under the Equity Incentlae.P

105




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

Compensation charges, all of which are inaluideSelling, administrative, research and develephnand general expenses, related to the
Equity Incentive Plan for the twelve months endext®&nber 31, 2008, 2007 and for the period from JuB006 through December 31, 2006
were as follows:

July 1, 2006 tc
December 31

2008 2007 2006
Servicebased vested and r-vested common shares and restricted stock $ 96 $ 8¢ $ 4.0
Performance shar .2 — —
Service-based stock optior 3 2 —
Total compensation chari $ 101 $ 91 $ 4.C

The total charges for all periods were inctlideSelling, administrative, research and develepnand general expense. The total income
tax benefit recognized in the income statemensfiare-based compensation arrangements were $348a%8 $1.5 for 2008, 2007 and 2006,
respectively.

At December 31, 2008, 1,469,837 common shaess available for additional awards under the Bojuicentive Plan.

Non-vested Common Shares, Restricted Stock Urdt®arformance Shares Fhe Company grants non-vested common sharesnorits
employee directors, executives officers and otlegrémployees. The non-vested common shares gramtesh-employee directors are
generally subject to a one year vesting requirendrg non-vested common shares granted to exeafficers are generally subject to a three
year cliff vesting requirement. The r-vested common shares granted to other key empareegenerally subject to a three year graded
vesting requirement. In addition to non-vested camrshares, the Company also grants restricted siickto certain employees. The
restricted stock units have rights similar to tights of non-vested common shares and the emplwileeceive one common share for each
restricted stock unit upon the vesting of the fefstd stock unit. The restricted stock units vest third on the first anniversary of the grant «
and one third on each of the second and third ansevies of the date of issuance. The fair valub@hon-vested common shares and
restricted stock units are based on the grantrdat&et value of the common shares and is amortizedthe vesting period on a ratable basis,
after assuming an estimated forfeiture rate. Fiiom to time, the Company issues common sharesrtemployee directors electing to rece
common shares in lieu of all or a portion of theinual retainer fees. The fair value of these comsiares are also based on the fair value of
the shares at the date of issuance and is immsdiatsgnized in earnings as a period expense.

In March 2008, the Company began grantinggerdnce based shares. The performance sharedigetga performance requirements
pertaining to the Company’s average annual EVA measover a three year performance period, 20@Rigir 2010. EVA is a measure of the
Company’s pretax operating income for a particykar over a pre-determined percentage of net asttte immediately preceding year, as
defined in the 2008 — 2010 LTI Program. The nundfgrerformance shares, if any, that will ultimategst and result in the issuance of
common shares in 2011 will depend on the averagaaEVA achieved during the three year performageréod. The Company accounts for
these awards at fair value in accordance with SNAS123R. The total fair value to be recognized@mpensation expense has been estimate
based on the most probable outcome of the perfarenaondition which is evaluated quarterly using@uenpanys plan and actual results. T
total fair value, based on the Company’s best egéras of December 31, 2008, after assuming amagstil forfeiture rate, is being amortized
to expense over the requisite service period @elyears on a ratable basis.

The fair value of the non-vested common shanekrestricted stock units is determined baseth@wrlosing trading price of the common
shares on the grant date. A summary of the activitly respect to non-vested common shares andatestistock units for the year ended
December 31, 2008 are 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 Jad,2§08 549,07: $ 46.3¢ 3,721 $ 68.0¢
Granted 52,55:! 71.7¢ 2,702 33.3¢
Vested (37,957 52.51 (1,652 66.57
Forfeited (9,959 77.4¢ (1,809 70.1¢
Non-vested shares and restricted stock units at Deaedih@00¢ 553,71: $ 47.7¢ 2,96¢ $ 36.0¢
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A summary of the activity with respect to performance shares for the year ended Decemb@088, is as follows:

Performance Shares

Weighted-

Average

Grant-Date

Fair Value

Shares per Share

Outstanding at January 1, 20 — $ —
Granted 101,58¢ 74.4%
Vested (28¢) 74.82
Forfeited (11,349 74.82
Outstanding at December 31, 2( 89,95 $ 74.4

Total fair value of shares that vested dutigyear ended December 31, 2007 was $1.4. Thes@avaesting during 2006. The total fair
value for shares granted during 2007 and 2006 aedhd $22.3, respectively.

Under the Equity Incentive Plan, the Compaag allowed participants to elect to have the Compaithhold common shares to satisfy
statutory tax withholding obligations arising innteection with non-vested shares, restricted stmits ustock options, and performance shares.
When the Company withholds the shares, it is reguio remit to the appropriate taxing authorittes fair value of the shares withheld and
such shares are cancelled immediately. During 3 gnded December 31, 2008, 11,423 of such corsitemes were cancelled as a result of
statutory tax withholding. As a result of an ameedirto the Revolving Credit Facility in January2909, the Company can no longer purct
its common shares, and accordingly, can no lonlipaw garticipants to satisfy statutory tax withhisld in this manner.

As of December 31, 2008, there was $7.0 oéewgnized compensation cost related to the noredestmmon shares and restricted stock
units and $.5 of unrecognized compensation coateglto the performance shares. The cost relatdet toon-vested common shares and the
restricted stock units is expected to be recognizest a weighted-average period of 1.2 years aaddist related to the performance shares is
expected to be recognized over a weighted-averagedoof 2.2 years.

Stock Options —As of December 31, 2008, the Company had 22,075tanding options for executives and other key egg#s to
purchase its common shares. The options were gramtépril 3, 2007 and have a contractual lifeesf yyears. The options vested one-third on
April 3, 2008 and will vest one third on each of second and third anniversary of the grant ddie.\ifeighted-average fair value of the
options granted was $39.90. No new options werstgdaduring the year ended December 31, 2008.

The fair value of each of the Company’s stopkion awards is estimated on the date of gramiguaiBlack-Scholes option-pricing model
that uses the assumptions noted in the table bdlbe/fair value of the Company’s stock option awardhich are subject to graded vesting, is
expensed on a straight line basis over the veptinigd of the stock options. Due to the Companitarstrading history for its common shares
since emergence from chapter 11 bankruptcy on@U006, expected volatility could not be reliabdiculated based on the historical
volatility of the common shares. As such, the Conypaas determined volatility for use in the Bladkefs option-pricing model using the
volatility of the stock of a number of similar pitotompanies over a period equal to the expectédrofife of nine years. The risk-free rate for
periods within the contractual life of the stockiop award is based on the yield curve of a zengpoa US Treasury bond on the date the stock
option is awarded. The Company uses historical we¢stimate employee terminations and the singplifnethod to estimate the expected
option life within the valuation model.
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The significant weighted average assumpti@eslun determining the grant date fair value ofapton awards 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 nostannding options to purchase common shares. A saynofithe Company’s stock option
activity for the year ended December 31, 2008 ifobaws:

Weighted-
Weighted- Average
Average Remaining Aggregate
Number of Exercise Contractual Intrinsic
Shares Price Life (In years) Value
(In millions)
Outstanding at January 1, 2C 25,13: $ 80.01
Grants — —
Forfeited (3,060 —
Exercise — —
Outstanding at December 31, 2( 22,07: $ 80.01 8.2¢F $ —
Fully vested and expected to vest at December(18 fassuming a 5¢
forfeiture rate) 21,34: $ 80.0] 8.2F $ —
Exercisable at December 31, 2( 7,35¢€ $ 80.01 8.2 $ —

At December 31, 2008, there was $.3 of unmeizegl compensation costs related to stock optibnis. cost is expected to be recognized
over a weighted-average period of 1.3 years.
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Cash and other Compensation.

. A short term incentive compensation plan for sathemployees, payable in cash, which is basedapily on earnings, adjusted for
certain safety and performance factors. Most ofGbepany’s locations also have similar programshfmrrly employees. During
2008, 2007 and 2006, the Company recorded chafgg&@ $12.0 and $7.9, respectively, related eodhlaried employeeshort tern
incentive compensation plans. Of the total chaing@908, 2007 and 2006, $2.9, $3.1 and $2.9, réiseds were included in Cost of
products sold and $6.1, $8.9 and $5.0, respectivadye included in Selling, administrative, reséasnd development and gene

. The employment agreement between the Companitsaclief executive officer remains effective. Atlainally, other members of
management continue to retain certain pre-emergemeactual arrangements. In particular, the tesfriie change in control
agreements survive after the Effective Date foeaqa ending two years following a change in colntaless superseded by another
agreement (see Note 24). The severance plan fiicenembers of management terminated in July 208&se members of
management are now subject to the Com’s severance plan for salaried employ:

12. Commitments and Contingencies

CommitmentsThe Company and its subsidiaries have a variefinahcial commitments, including purchase agreesidntward foreign
exchange and forward sales contracts (see Notéelt®)s of credit (see Note 8), and guarantees.ddmpany and its subsidiaries also have
agreements to supply alumina to and to purchaseialun from Anglesey (see Note 4).

On August 29, 2008, the Company entered inéase in Kalamazoo, Michigan. Minimum rental cortmants under operating leases at
December 31, 2008, are as follows: years endingéer 31, 2009 — $5.6; 2010 — $4.1; 2011 — $2.1226- $2.3 and 2013 and thereafter
— $37.1. Rental expenses, after excluding rentaéeses of discontinued operations, were $6.3, $&(4.0 for the years ended
December 31, 2008, 2007 and 2006, respectively.

Environmental Contingencieshe Company and its subsidiaries are subject inaber of environmental laws and regulations, tedior
penalties assessed for alleged breaches of thebpaméntal laws and regulations, and to claims baged such laws and regulations.

A substantial portion of the Company’s pre-gge@ace obligations, primarily in respect of non-@drocations, was resolved by the chapter
11 proceedings (see Note 25). The remaining enwiegrial accruals are primarily related to poterst@id waste disposal and soil and
groundwater remediation matters. The following ¢gilesents the changes in such accruals, whigbrianarily included in Long-term
liabilities, for 2008 and 2007 and for the periodnf July 1, 2006 through December 31, 2006 (see Rbtfor a table that presents the changes
in the environmental accruals for the period framuhry 1, 2006 to July 1, 2006).

July 1, 2006

Year Ended Year Ended through
December 31 December 31 December 31

2008 2007 2006
Beginning balanc $ 7.7 $ 8.4 $ 10.4
Additional accruals 5.1 1.1 7
Less expenditure (3.2 (1.8) (2.7)
Ending balanci $ 9.6 $ 7.7 $ 8.4

These environmental accruals represent thep@oxis estimate of costs reasonably expected toduered based on presently enacted laws
and regulations, currently available facts, exgtiechnology, and the Companryassessment of the likely remediation action ttaken and a
calculated on an undiscounted basis. In the ordicaurse, the Company expects that these remediatitons will be taken over the next
several years and estimates
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that expenditures to be charged to these envirotahaccruals will be approximately $3.3 in 2009,65th 2010, $2.7 in 2011, $1.4 in 2012 ¢
$.6 in 2013 and thereafter.

As additional facts are developed and definitiveediation plans and necessary regulatory apprdéealsmplementation of remediation are
established or alternative technologies are deeelpphanges in these and other factors may resatitual costs exceeding the current
environmental accruals. The Company believes thatréasonably possible that costs associatedthdtte environmental matters may exceed
current accruals by amounts that could range,ératigregate, up to an estimated $14.0. As theutimolof these matters is subject to further
regulatory review and approval, no specific asstgazan be given as to when the factors upon whaibatantial portion of this estimate is
based can be expected to be resolved. HoweveGdhgany is currently working to resolve certairttafse matters.

Other Contingencied’lhe Company and its subsidiaries are party to uvariawsuits, claims, investigations, and adminiistegproceedings
that arise in connection with its past and curmgrerations. The Company evaluates such mattersaseaby case basis, and its policy is to
vigorously contest any such claims it believesaanithout merit. In accordance with Statement ofaficial Accounting Standards No. 5,
Accounting for Contingenci¢, the Company reserves for a legal liability whieis both probable that a liability has been inedrand the
amount of the loss can be reasonably estimatedt®lyain addition to reviews and adjustments masleequired by changes in facts and
circumstances, the Company reviews and adjusts tlesgerves to reflect the impacts of negotiatisattlements, rulings, advice of legal
counsel and other information, and events pertgitora particular case. While uncertainties areiaht in the final outcome of such matters
and it is presently impossible to determine the@atost that may ultimately be incurred, managdrelieves that it has sufficiently reserved
for such matters and that the ultimate resolutiopemding matters will not have a material advénggact on its consolidated financial positi
operating results, or liquidity.

Commitment and contingencies of the Predecessadiscussed in Note 25.

13. Derivative Financial Instruments and Related Hdging Programs

In conducting its business, the Company usesuws instruments, including forward contracts aptlons, to manage the risks arising from
fluctuations in aluminum prices, energy prices archange rates. The Company has historically eshiate derivative transactions from time
to time to limit its economic (i.e, cash) expostesulting from (1) its anticipated sales of primalyminum and fabricated aluminum products,
net of expected purchase costs for items thatuatetwith aluminum prices, (2) the energy prick fism fluctuating prices for natural gas u
in its production process, and (3) foreign currerexyuirements with respect to its cash commitmfamtequipment purchases and with respect
to its foreign subsidiaries and affiliate. As then@pany’s hedging activities are generally desigeddck4n a specified price or range of pric
realized gains or losses on the derivative corgratilized in the hedging activities (excluding thgact of mark-to-market fluctuations on
those contracts discussed below) generally offsieaat a portion of any losses or gains, respelgtivon the transactions being hedged at the
time the transaction occurs. However, due to masirarket accounting, during the life of the derivatcontract, significant unrealized, non-
cash gains and losses may be recorded in the instateanent as a reduction or increase in Costanfymts sold, excluding depreciation. From
time to time, the Company may modify the termshef derivative contracts based on operational needs.

The Company’s share of primary aluminum praiducfrom Anglesey, at maximum production capadiyapproximately 150 million
pounds annually. Because the Company purchasesnadan Anglesey at prices linked to primary aluomm prices, only a portion of the
Company’s net revenues associated with Anglesegxgesed to price risk. The Company estimates #pdmum net portion of its share of
Anglesey production exposed to primary aluminuneerisk to be approximately 100 million pounds aadtyu(before considering income tax
effects).

The Company’s pricing of fabricated aluminurogucts is generally intended to lock-in a conw@rsnargin (representing the value added
from the fabrication process(es)) and to pass npeied risk on to its customers. However, in ceriastances the Company does enter into
price arrangements. In such instances, the Comga@y have price risk on its anticipated primaryrahum purchase in respect of the
customer’s order. Total fabricated products shipearing 2008, 2007, the period from July 1, 26@6ugh December 31, 2006 and the
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period from January 1, 2006 to July 1, 2006 thata@ioed fixed price terms were (in millions of pagh228.3, 239.1, 96.0 and 103.9,
respectively.

During the last three years, the volume ofitatted products shipments with underlying primalyyminum price risk was at least as much as
the Company’s net exposure to primary aluminumeprisk at Anglesey. As such, the Company considigseatcess to Anglesey production
overall to be a “natural” hedge against fabricgiesducts firm metal-price risks. However, since tb&ume of fabricated products shipped
under firm prices may not match up on a month-tovindasis with expected Anglesey-related primanyréthum shipments and to the extent
that firm price contracts from the Company’s Fadiiécd Products segment exceed the Anglesey reldatadny aluminum shipments, the
Company used third party hedging instruments tmiakte any net remaining primary aluminum price@pe existing at any time.

On June 12, 2008, Anglesey suffered a sigmifi¢ailure in the rectifier yard that resultedaifocalized fire in one of the power transform
As a result of the fire, Anglesey was operatingheits maximum capacity throughout the majoritythe third and fourth quarter and returned
to maximum production in December. Anglesey hap@ty damage and business interruption insuranieigmin place and expects to
recover (net of applicable deductibles) the incretalecosts and any loss of margin (assuming praoctutihat will be lost due to the outage sold
at primary aluminum prices that would have beeriaplple on such volume) due to business interruptiwough its insurance coverage. The
Company expected to recover, through its equitgrime in Anglesey, amounts that preserve the “ndtheadge for its firm price Fabricated
Products contracts. Accordingly, the Company ditdatjust third party hedging volume for the loweogtuction rate of Anglesey in the latter
half of 2008. However, as a result of the expectathilment of Anglesey’s production (Note 4), tinatural hedge” against primary aluminum
price fluctuations created by the Company’s paséition in the primary aluminum market would be éfiated. Accordingly, the Company
deemed it appropriate to increase hedging actigitimit exposure to such price risks, which mayédan adverse effect on our financial
position, results of operations and cash flows.

At December 31, 2008, the fabricated prodbatness held contracts for the delivery of faltedaaluminum products that have the effect
of creating price risk on anticipated purchasegrishary aluminum during the 2009 through 2012 fotabhpproximately (in millions of
pounds): 2009 — 142.2, 2010 — 89.7, 2011 — 76.6201® — 13.4.
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The following table summarizes the Company&erial derivative positions at December 31, 2008:

Notional
Amount of Carrying/
Contracts Market
Commodity Period (mmlbs) Value
Aluminum —
Option purchase contrac 7/09 through 12/1 279.¢ $11.4
Fixed priced purchase contra 1/09 through 12/1 380.7 $(78.9)
Fixed priced sales contrac 1/09 through 12/1 109.: $ 29.€
Regional premium swap contracts 1/09 through 12/1 238.1 $ (1.9
Notional
Amount of Carrying/
Contracts Market
Foreign Currency Period (mm) Value
Pounds Sterlin—
Fixed priced purchase contra 1/09 through 9/0 £40.€ $(14.9)
Euro Dollars—
Fixed priced purchase contra 1/09 through 3/1 €84 $ (9
Krona—
Fixed priced purchase contra 1/09 through 9/0 Kr 25.0 $ (4
Notional
Amount of Carrying/
Contracts Market
Energy Period (mmbtu) Value
Natural gas—
Fixed priced purchase contracts 1/09 through 12/C 2,550,00! $(4.9)

(@) Regional premiums represent the premium theet ondon Metal Exchange price for primary alunminwhich is incurred on the
Compan'’s purchases of primary aluminu

(b) As of December 31, 2008, our exposure togases in natural gas prices had been substaritiailigd for approximately 85% of natural
gas purchases for January 2009 through March 28 pximately 54% of natural gas purchases forlR809 through June 2009,
approximately 48% of natural gas purchases for 2089 through September 2009 and approximately df3&atural gas purchases for
October 2009 through December 20

As more fully discussed in Note 1, the Compegfiects changes in the market value of its déiseanstruments in Net income (rather than
deferring such gains/losses to the date of thenlyidg transactions to which the related hedgesigcd he realized and unrealized gains
(losses) for 2008, 2007, the period from July D&through December 31, 2006 and the period framaky 1, 2006 through July 1, 2006 w
as follows:

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 2006
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Realized gains (losse $ 10.5 $(3.6) $(4.6) $1.€
Unrealized gains (losse (87.1) 9.7 9.C 6.1

Both realized and unrealized gains (lossegjavivative instruments are included in Cost ofduats sold, excluding depreciation, for all
periods presented.

112




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

14. Other Operating (Benefits) Charges, Net
The (income) loss impact associated with ottparrating (benefits) charges, net, was as follows:

Year Ended December 31, 200

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200¢
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Reimbursement of amounts paid in connection with saCompan’s
interests in and related to Q-Corporate
AMT (Note 9) $ — 3 72 $ — $ —
Professional fee — (1.7 — —
Bad debt recoveries relating to -emergence wri-offs — Corporate (1.6 — — —
Pension benefit related to terminated pension (— Corporate (1 — — (4.2 —
Resolution of & pre-emergenc” contingency— Corporate (2 — — (3.0 —
Pension Benefit Guaranty Corporation (“PBGC”) settent —
Corporate(3 — 1.3 — —
Non-cash benefit resulting from settlement of a $5nelby the
purchaser of the Gramercy, Louisiana alumina refiaed Kaiser
Jamaica Bauxite Company for payment of — Corporate — (4.9 — —
Resolution of contingencies relating to sale ofpgrby prior to
emergenc— Corporate(4 — (1.6 — —
Post emergence Chapter— related item«— Corporate(5 2 2.€ 4.t —
Charges associated with retroactive portion of oations to definec
contribution plans upon termination of defined Han#ans(6) (Note
10) — Fabricated Produc — — 4 —
Other — (.1) A .9
$ 149 $ (13.6 $ (2.9) $ 9

(1) This represents a non-cash benefit relatédetdermination of the Company’s pension planthéperiod from July 1, 2006 through
December 31, 200!

(2) This represents a non-cash benefit relabrthe resolution of a premergence contingency with the PBGC in the peniochfJuly 1, 200
through December 31, 20C

(3) The PBGC proceeds consist of a payment relatedédtment agreement entered into with the PBG&imection with the Compa’'s
chapter 11 reorganizatio

(4) During 2007, certain contingencies related to tile of the Predeces!s interest in a smelter in Tacoma, Washington weselved witr
the buyer. As a result, approximately $1.6 of thie roceeds which had been placed into escroledtrhe of sale were released to the
Company. At the Effective Date, no value had besmmilbed to the funds in escrow as they were dedmbd contingent assets at that
time.

(5) Pos-emergence chapter -related items include primarily professional fead axpenses incurred after emergence which rethtedtly
to the Compar’s reorganization and chapter 11 bankruptcy proogsc

(6) Amountin 2006 represents a one time contributedated to the retroactive implementation of therhodefined benefit plan
(Note 10).
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15. Earnings Per Share

Basic and diluted earnings per share for ey ended December 31, 2008 and 2007, the peoodJuly 1, 2006 through December 31,
2006, and the period from January 1, 2006 to JUBOD6 were calculated as follows:

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200t
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006

Numerator:

Net Income (Loss) from continuing operatic $ (68.5) $ 101.C % 26.2 $ 3,136.¢

Income from discontinued operatic — — — 4.3
Net income (Loss $ (68.5) $ 101.C % 26.2 $  3,141.

Denominator

Weighted average common shares outstanding (irsémuls, 19,98( 20,01« 20,00: 79,67

Effect of dilutive securities

Non-vested common shares and restricted stock unttefursands — 294 86 —

Weighted average common shares outstanding, asgdutimilution(in
thousands 19,98( 20,30¢ 20,08 79,67:

Earnings per sha— Basic:

Net Income (Loss) from continuing operatic $ (343 $ 5.08 $ 1.31 $ 39.37
Income from discontinued operatic — — — .05
Net income (Loss $ (349 $ 5.0t % 1.31 $ 39.4-

Earnings per sha— Diluted:

Net Income (Loss) from continuing operatic $ 349 $ 497 $ 1.3C $ 39.3i
Income from discontinued operatic — — — .05
Net income (Loss $ (349 $ 497 $ 1.3C $ 39.47

Options to purchase 22,077 common shares avenage exercise price of $80.01 were outstaratimpcember 31, 2008. At December 31,
2008 and 2007, 646,632 and 552,798, of non-vestathmon shares, restricted stock units and performahares were outstanding,
respectively. Diluted income per share reflectspbiential dilutive effect of options to purchasgronon shares and non-vested common
shares, restricted stock units and performancesshesing the treasury stock method.

The following were excluded from the weightaderage diluted shares computation for 2008, 2@@d%ke period from July 1, 2006 through
December 31, 2006 as their inclusion would haven lzedi-dilutive:

July 1, 2006
through
Year Ended December 31, December 31,
2008 2007 2006
Options to purchase common she 22,077 25,131 —
Non-vested common shares and restricted stock 556,68 257,99¢ 439,73
Total excludec 578,75¢ 283,13¢ 439,73
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The performance shares were contingently ldsuzased on the Company’s performance over a fleaeperiod ending December 31,
2010. As of December 31, 2008, the contingencymeisto issue 32,199 performance shares. Howewesetshares were excluded from the
weighted-average diluted shares computation foy#ae ended December 31, 2008 as their inclusiaridveave been anti-dilutive. Also
excluded from the weighted-average diluted shamespuitation for the year ended December 31, 2008 88951 performance shares because
these performance shares were not considered Iesamthe contingency was not met as of Decemhe2(®Ri8.

During the year ended December 31, 2008, tmagainy paid a total of approximately $17.2, or $84common share, in cash dividends to
stockholders, and in dividend equivalents to thieldas of restricted stock, the holders of restdatock units and the holders of performance
shares with respect to one half of the performaheges.

In June 2008, the Company’s Board of Directarthorized the repurchase of up to $75 of the Gomyjs common shares, with repurchase
transactions to occur in open market and privatelyotiated transactions at such times and pricde@sied appropriate by management, a
be funded with the Company’s excess liquidity affieing consideration to internal and external gitowpportunities and cash flows.
Repurchases were not authorized to commence ditetilluly 6, 2008. The Company repurchased 572sh@ées of common stock at a
weightedaverage price of $49.05 per share during the dniatter of 2008. The total cost of $28.1 is showrhe Consolidated Balance She
as Treasury stock. As of December 31, 2008, $481thined available for repurchase under the exisépgrchase authorization. The Comp
is currently prohibited from share repurchases i@salt of the amendment to the Company’s Revol@nedit Facility (see Note 8).

On June 4, 2008, the Company’s shareholdgmoaed an increase in the number of the Companyttsosized shares of common stock
from 45,000,000 shares to 90,000,000 shares. @r7J@008, the Company amended its Amended andiiResCertificate of Incorporation to
increase the number of its authorized shares ohoamstock to 90,000,000 shares.

16. Segment and Geographical Area Information

The Company’s primary line of business isgheduction of fabricated aluminum products. In éiddi, the Company owns a 49% interest in
Anglesey, which owns an aluminum smelter in Holyhe&/ales.

The Company’s continuing operations are omsthand managed by product type and include tweatipg segments of the aluminum
industry and the corporate segment. The aluminuhastry segments include: Fabricated Products aintbRr Aluminum. The Fabricated
Products segment, which represents an aggregatiom Company’s manufacturing locations, sells gaddlded products such as heat treat
aluminum sheet and plate, extrusions and forgingisiware used in a wide range of industrial apfilice, including for automotive, aerospace
and general engineering end-use applications. TineaB/ Aluminum segment produces commodity gradelpcts as well as value-added
products such as ingot and billet, for which theany receives a premium over normal commaodity etgokices and conducts hedging
activities in respect of the Company’s exposurprimary aluminum price risk. The accounting pol&caf the segments are the same as those
described in Note 1. Segment results are evaluatechally by the chief operating decision makée(€Company’s chief executive officer)
before any allocation of corporate overhead antiauit any charge for income taxes, interest expen§iher operating charges, net.

Financial information by operating segmentleding discontinued operations, at and for theyeaded December 31, 2008 and 2007, the
periods from July 1, 2006 through December 31, 26606 from January 1, 2006 to July 1, 2006 ar@ksAs:

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200¢
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Net Sales
Fabricated Produc $ 133686 $ 1298 $ 567.: $ 590.¢
Primary Aluminum 171.. 206.2 100.: 98.¢
$ 1,508.: $ 1,504. $ 667.5 $ 689.¢
Equity in income of unconsolidated affilia
Primary Aluminum $ 15 $ 334  $ 18.5 $ 11.C
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Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200¢
December 31 December 31 December 31 to
2008 2007 2006 ~July 1, 2006
Segment Operating Income (Los
Fabricated Products(. $ 53¢ ¢ 169.C $ 60.¢ $ 61.2
Primary Aluminum(2) (99.7) 46.5 10.¢ 12.4
Corporate and Othe (46.2) (47.7) (25.5) (20.9)
Other Operating Benefits (Charges), — Note 14 14 13.€ 2.2 (.9
$ 9100 $ 182.C $ 48.2 $ 52.4
Interest expens (1.0 4.3 1.1 (.8)
Reorganization item — — — 3,090.!
Other income (expense), r i 4.7 2.7 1.2
(Loss) income before income tay $ 919 $ 182.¢  $ 49 ¢ $ 3,143..

(1) Operating results for 2008 and 2007 inclubdE€D inventory benefit of $7.5 and $14.0, respealiiv Operating results for the period from
July 1, 2006 through December 31, 2006 and thegdrom January 1, 2006 to July 1, 2006 includeQ iRventory charges of $3.3 and
$21.7, respectively. Also included in the operatiegults for 2008 was lower of cost or market ineepwrite-down of $65.5

(2) Operating results for 2008 included an impairmdrarge of $37.8 relating to the Comp’s investment in Anglese

Year Ended December 31, 2006

July 1, 2006 Predecesso
Year Ended Year Ended through January 1, 200¢
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Depreciation and amortizatic
Fabricated Produc $ 14€¢  $ 116 $ 5.2 $ 9.7
Primary Aluminum — — — —
Corporate and Othe A A .3 A
$ 145 3% 11¢ $ B.E $ 9.8
Capital expenditures, net of accounts paye
Fabricated Produc $ 932z % 617 $ 29.7 $ 27.2
Corporate and Othe — A 3 .9
$ 932 % 618 $ 30.C $ 28.1
December 31 December 31
2008 2007
Investments in and advances to unconsolidatededéfi
Primary Aluminum $ — $ 41.2
Segment asset
Fabricated Produc $  498.¢ $  486.:
Primary Aluminum(1] 99.¢ 99.1
Corporate and Other(: 546.7 579.¢

$ 1,145. $ 1,165.

(1) Primary Aluminum includes the Compé¢'s 49% interest in Anglesey and the Comy's derivative asset

(2) Corporate and Other includes all of the Conyfscash and cash equivalents, net assets inaesp@EBAs and net deferred income tax
assets

116




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

Year Ended December 31, 2006

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200t
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Income taxes paic
Fabricated Produc—
United State! $ 1.2 3 8 % — $ 2
Canade 5.2 2.€ i 1.C
$ 6.4 $ 3.4 $ ¥ $ 1.2

Geographical information for net sales, basedountry of origin, and long-lived assets follows

Year Ended December 31,

July 1, 2006 Predecessor
Year Ended Year Ended through January 1, 200t
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Net sales to unaffiliated custome
Fabricated Produc—
United State: $ 1,242.¢ $ 1,197.( $ 517.C $ 532.¢
Canade 93.¢ 101.2 50.z 58.1
1,336.¢ 1,298.: 567.z 590.¢
Primary Aluminum—
United State: — — — —
United Kingdom 171.¢ 206.z 100.: 98.¢
171.¢ 206.2 100.: 98.¢
$ 1,508.. $ 1,504 $ 667.5 $ 689.¢
December 31 December 31
2008 2007
Long-lived assets:(1
Fabricated Produc—
United State: $ 282.( $ 208.:
Canade 10.¢€ 10.2
292.¢ 218.¢
Primary Aluminum—
United Kingdom — 41.
Corporate and Oth«—
United State! 4.1 4.1
$ 296.7 $ 264.(

(1) Longlived assets include Property, plant, and equippreitand Investments in and advances to uncorsetichffiliates

The aggregate foreign currency transactiong@osses) included in determining net income wwasaterial for the years ended
December 31, 2008 and 2007 and the periods fromlJW006 through December 31, 2006 and from JgnLia2006 to July 1, 2006. Sales to
the Companys largest fabricated products customer accountesties of approximately 18%, 15% and 18% of teaénue in 2008, 2007 a
2006, respectively. The loss of the customer whalde a material adverse effect on the Company takenwhole. However, in the Compasy’
opinion, the relationship between the customertaadCompany is good and the risk of loss of théarner is remote. Export sales were less
than 10% of total revenue during the years endezke®ber 31, 2008, 2007 and 2006.

117




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

17. Restructuring costs and other charges

In December 2008, the Company announced ptaci®se operations at its Tulsa, Oklahoma extrufaaility and significantly reduce
operations at its Bellwood, Virginia facility. THellsa and Bellwood facilities primarily produce exted seamless tube and rod and bar
products sold principally to service centers fongral engineering applications. The operationsvamdforce reductions were a result of
deteriorating economic and market conditions. Agpnately 45 employees at the Tulsa, Oklahoma fgciihd 125 employees at the Bellwc
Virginia facility were affected. As a result of thestructure, the Company incurred restructurirggsand other charges of $8.8. These costs
consisted primarily of one-time severance coststemefits of $4.5 relating to involuntary employemminations and $4.3 related to asset
impairment. The Company expects to complete thesers by early 2009 and expects to incur additicharges relating to other facility
related costs. All restructuring costs and othergas were incurred and recorded in the Compargbsi€ated Products segment.

The following table summarizes the Compang&nucturing activities in 2008:

Employee Facility
Termination related
Costs costs Total
Restructuring obligations at December 31, 2 $ — $ — $ —
Restructuring costs and other charges (excludiagtasipairment 4.5 — 45
Cash paymer — — —
Restructuring obligations at December 31, 2 $ 4.5 $ — $ 45

18. Supplemental cash flow information

Year Ended December 31,

July 1, 2006 Predecesso
Year Ended Year Ended through January 1, 200t
December 31 December 31 December 31 to
2008 2007 2006 July 1, 2006
Supplemental disclosure of cash flow informati
Interest paid, net of capitalized interest of $3,1, $1.6, and $1./
respectively $ .6 $ 3.1 $ 2 $ —
Income taxes pai $ 6.4 $ 34 $ 7 $ 1.2
Supplemental disclosure of r-cash transaction
Removal of transfer restrictions on common stockeavby Union
VEBA (Note 10) $ — $ 92.¢ $ = $ =
Dividend declared and unpz $ — $ 3.7 $ — $ —
Recognition of deferred income tax assets andlitigisi due to release
valuation allowance through equ $ — $ 343« $ — $ —

19. Subsequent events

On January 9, 2009, the Company and certdisidiaries of the Company entered into an amendioehe Revolving Credit Facility
pursuant to which the lenders agreed to permiChvapany, among other things, to

118




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

declare and pay dividends ratably with respecistc@mmon shares in an aggregate amount not t@exX25 during any fiscal year, provided
that no such dividend may be paid unless at the tifrsuch payment and after giving effect theréjmo default is continuing or would result
therefrom and (ii) the borrowing availability undée Revolving Credit Facility is at least $100. gest of the amendment, the Company ag
to, among other things, an increase of the norcasemitment fee rate from 0.20% to 0.50% and are@mee of the applicable interest rate
margin. Borrowings under the Revolving Credit FHacibear interest at a rate equal to a base rat¢BIDR, at the Company’s option, plus a
specified variable percentage determined by reterém the then remaining borrowing availability enthe Revolving Credit Facility. The
amendment increases the specific variable percestdde amendment also prohibits the Company fepurchasing shares. Prior to the
amendment, the Company was permitted to declarpandividends and make other distributions andvts relating to its capital stock,
including payment for the repurchase of shares; opbn satisfaction of certain conditions relatinghe net income of the Company and
certain of its subsidiaries and the net proceeants fihe sale or issuance by the Company of its giutierest. The Revolving Credit Facility
continues to place restrictions on the abilityred Company and certain of its subsidiaries to, gather things, incur debt, create liens, make
investments, sell assets, undertake transactichsaffiliates and enter into unrelated lines ofibass.

In January 2009, subsequent to the amendnmussed above, the Company’s Board of Directoladed another quarterly cash dividend
of $0.24 per common share, or $4.8, to stockholderscord at the close of business on Januar@®9, which was paid on February 13,
2009.

During January 2009, the LME transaction pgee pound of primary aluminum continued to decli@a January 30, 2009, the LME
transaction price per pound of primary aluminum $2%9. Based on the inventory level at DecembeRB@8, this would have resulted in a
further lower of cost or market write down of $&3addition to the $65.5 inventory write-down aligaeflected in the 2008 results.

PREDECESSOR

20. Summary of Significant Accounting Policies

The accompanying consolidated financial statasiof the Predecessor were prepared on a “goimgeen” basis in accordance with SOP
90-7, and do not include the impacts of the Plafuiling adjustments relating to recorded asset amspthe resolution of liabilities subject to
compromise, or the cancellation of the interestthefCompany’s pre-emergence stockholders.

In most instances, but not all, the accounpialicies of the Predecessor were the same oragitailthose of the Successor. Where accou
policies differed or the Predecessor applied matlumdes differently to its financial statement infeation than that which is used in preparing
and presenting Successor financial statement irgtom, discussion has been added to this Repdtieiappropriate section of the Successor
notes.

21. Reorganization Proceedings

BackgroundThe Company and 25 of its subsidiaries filed seéparaluntary petitions in the Bankruptcy Court feorganization under
chapter 11 of the Bankruptcy Code; the Companyldéndf its subsidiaries (the “Original Debtors”)efi in the first quarter of 2002 and nine
additional subsidiaries (the “Additional Debtoréilgd in the first quarter of 2003. The Company @sdubsidiaries continued to manage their
businesses in the ordinary course as debtors-isega®n subject to the control and administratich@ Bankruptcy Court. The Original
Debtors and the Additional Debtors are collectiveferred to herein as the “Debtors”. For purpadebis Report, the term “Filing Date”
means with respect to any Debtor, the date suchddéled its chapter 11 proceeding.

The Original Debtors found it necessary te file chapter 11 proceedings primarily becausigoidity and cash flow problems of the
Company and its subsidiaries that arose in latd 20@ early 2002. The Company was facing signifioaar-term debt maturities at a time of
unusually weak aluminum industry business cond#ti@epressed aluminum prices and a broad econdmaid®vn that was further
exacerbated by the events of September 11, 20@Hdition, the Company had become increasinglydned by asbestos litigation and
growing legacy obligations

119




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

for retiree medical and pension costs. The conflaasf these factors created the prospect of cantinoperating losses and negative cash
flows, resulting in lower credit ratings and anbiliéy to access the capital markets. The chapteprbceedings filed by the Additional Debtors
were commenced, among other reasons, to proteasstets held by these Debtors against possibldéatatiens that might have arisen and
been enforced by the PBGC.

Reorganizing Debtors; Entities Containing the Falated Products and Certain Other Operatio@ February 6, 2006, the Bankruptcy
Court entered an order (the “Confirmation Ordedhfirming the Plan. On May 11, 2006, the Dist@curt for the District of Delaware enter
an order affirming the Confirmation Order and adlogpthe Bankruptcy Court’s findings of fact and clusions of law regarding confirmation
of the Plan. On July 6, 2006, the Plan became &ffeand was substantially consummated, whereupeiCompany emerged from chapter 11.

Pursuant to the Plan, on the Effective Ddtte pgre-emergence ownership interests in the Comywang cancelled without consideration and
all material pre-petition claims against the Compand its remaining debtor subsidiaries, includifaims in respect of debt, pension and
postretirement medical obligations, and asbestdsémer tort liabilities (totaling approximately @4billion in the June 30, 2006 consolidated
financial statements), were resolved as follows:

(a) Claims in Respect of Retiree Medical Cdiigns. Pursuant to settlements reached with reptagves of hourly and salaried retirees:

. an aggregate of 11,439,900 shares of the Compaonyimon stock were delivered to the Union VEBA antities that prior to the
Effective Date acquired from the Union VEBA riglisreceive a portion of such shares (see Note

. an aggregate of 1,940,100 shares of common stork detivered to the Salaried VEBA and entities fhrétr to the Effective Dat
acquired from the Salaried VEBA rights to receiveoation of such shares (see Note 10);

. the Company became obligated to make certairirgmrt annual cash payments of up to $20.0 anntatlye VEBAs that fluctuate
based on earnings, adjusted for certain cash tienvs (see Note 1C

(b) Priority Claims and Secured Claims. Akgpetition priority claims, pre-petition prioritgx claims and pre-petition secured claims
were paid in full in cash.

(c) Unsecured Claims. With respect to pretjpetiunsecured claims (other than the personahyrglaims specified below):

. all pre-petition unsecured claims of the PBGC against thm@an’s Canadian debtor affiliates were satisfied bydiléevery of
2,160,000 shares of common stock and $2.5 in cast

. all pre-petition general unsecured claims agahestCompany and its remaining debtor subsidiadatger than Canadian debtor
subsidiaries, including claims of the PBGC and bdf public debt, were satisfied by the issuarfeg460,000 shares of common
stock to a thirgparty disbursing agent, with such shares to beel@ld to the holders of such claims in accordanite tve terms of th
Plan (to the extent not constituting convenieneints satisfied with cash payments). Of such 4,48Dghares of common stock, less
than 200,000 shares continue to be held by thd-garty disbursing agent as a reserve pendingugsolof disputed claims; to the
extent a holder of a disputed claim is not entiteghares reserved in respect of such claim, shares will be distributed to holders
allowed claims

(d) Personal Injury Claims. Certain teu@he “Pl Trusts”) were formed to receive disttibos from the Company, assume responsibility
from the Company for personal injury liabilities¢luding those resulting from alleged pre-petitexposures to asbestos, silica and coal tar
pitch volatiles and noisexduced hearing loss), and to make payments ireatg such personal injury claims. The Companytrilouted to the
Pl Trusts:
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. the rights with respect to proceeds associated pgathonal injur-related insurance recoveries that were reflectetheCompan’'s
financial statements at June 30, 2006 as a redeitalving a value of $963.3 (see Note :

. $13.0 in cash, less approximately $.3 advanced pithie Effective Date, which was paid on the BffexDate;

. the stock of a subsidiary whose primary assetsapproximately 145 acres of real estate locatédiisiana and the rights as lessor
under a lease agreement for such real propertyptbduces modest rental income; i

. 75% of a pr-petition general unsecured claim against one o€Civ@pan’s subsidiaries in the amount of $1.1 billion eimtiflcertain
of the PI Trusts to a share of the 4,460,000 shafresmmon stock distributed to unsecured claimérsc

The PI Trusts assumed all liability and resoifity for the past, pending and future persanglry claims resulting from alleged pre-
petition exposures to asbestos, silica and codgiliteln volatile, and pending noise induced healisg personal injury claims. As of the
Effective Date, injunctions were entered prohilgjtany person from pursuing any claims against thie@any or any of its affiliates in respect
of such matters.

Cash payments on the Effective Date for piiaaind secured claims, payments to the Pl Trustsk land professional fees totaled
approximately $29.0 and were funded using existah resources.

Liquidating DebtorsAs previously disclosed in prior periods, the Compgenerated net cash proceeds of approximatel§.868m the
sale of its interests in and related to QAL andniihe Partners of Jamaica (“Alpart”). The Compangterests in and related to QAL and
Alpart were owned by four of its debtor subsidiarf{ghe “Liquidating Subsidiaries”) that were sulsigl guarantors of one of the Company’s
subsidiaries’ senior and senior subordinated ndteoughout 2005, the proceeds were held in sepasatrow accounts pending distribution to
the creditors of the Liquidating Subsidiaries.

On December 20, 2005, the Bankruptcy Coueredtan order confirming the two separate joinbglaf liquidation (the “Liquidating
Plans”) for the Liquidating Subsidiaries. On Decemp2, 2005, the Liquidating Plans became effective all restricted cash and other assets
held on behalf of or by the Liquidating Subsidiarieonsisting primarily of approximately $686.8net cash proceeds from the sale of interests
in and related to QAL and Alpart, were transfer@a trustee for subsequent distribution to holdéidaims against the Liquidating
Subsidiaries in accordance with the terms of tlggildating Plans. In connection with the Liquidatiigins, the Liquidating Subsidiaries were
dissolved and their corporate existence was teteiha

When the Liquidating Plans became effectiubstantially all amounts due between the Debtodsthe creditors of the Liquidating
Subsidiaries were to be paid to (or received bg)Gbompany from/to the creditors of the LiquidatBigpsidiaries pursuant to the Intercompany
Settlement Agreement that became effective in FERrao05 (the “Intercompany Agreement”), other thartain payments of alternative
minimum tax paid by the Company. The Company rexei7.2 that was ultimately determined to be domftwo of the Liquidating
Subsidiaries under a Liquidating Plan during thst fnalf of 2007 in connection with the completifrits 2005 tax return (see Note 9). The
Intercompany Agreement also resolved substantidllgre- and post-petition intercompany claims amtire Debtors.

The effectiveness of the Liquidating Plans treddissolution of the Liquidating Subsidiaried dbt resolve a dispute between the holders of
senior notes and the holders of senior subordinatées regarding their respective entitlement ttage of the proceeds from the sales by the
Liquidating Subsidiaries of interests in QAL ancpait (the “Senior Note-Sub Note Dispute”). On Debem22, 2005, the Bankruptcy Court
issued a decision in connection with the SenioreNadib Note Dispute, finding (in favor of the seniotes) that the senior subordinated notes
were contractually subordinate to the senior nstesgard to certain subsidiary guarantors (paldity the Liquidating Subsidiaries) and that
certain parties were not due certain reimburseméiis Bankruptcy Court’s ruling was appealed andainuary 2008, the District Court
affirmed the Bankruptcy Court’s ruling. The Distric
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Court’s ruling has been appealed. The Company dgmedict, however, the ultimate resolution of 8enior NoteSub Note Dispute on appe
when any such resolution will occur, or what impaigy such outcome will have on distributions teeaféd note holders under the Liquidating
Plans. However, given the Company’s now completedrgence from the chapter 11, the Company doelsawat any continuing liability in
respect of the Senior Note-Sub Note Dispute.

Reorganization Item&eorganization items are expense or income iteatsathre incurred or realized by the Company becawsas in
reorganization. These items include, but are maoitdid to, professional fees and similar types giemses incurred directly related to the
reorganization proceedings, loss accruals or gaih@sses resulting from activities of the reorgation process, and interest earned on cash
accumulated by the Debtors because they were goigtheir preFiling Date liabilities. For the year ended DecembE, 2006, reorganizatic
items were as follows:

Year Ended December 31, 200

July 1, 2006 Predecessor

through January 1, 200t
December 31 to

2006 July 1, 2006
Gain on plan implementation and fresh s $ — $ (3,110.)
Professional fee — 21.2
Interest incom — (1.9
Assigned intercompany claims for benefit of certaiaditors — —
Other — 2
$ — $  (3,090.9

The Company continued to incur legal and aexher costs related to the emergence from chagptén 2007 and 2008, the costs are
included in Other operating charges (benefits) (¢ete 14).

22. Discontinued Operations

As a part of the reorganization process, thm@any rejected a contract with the Bonneville Pod@ministration (“BPA”) that provided
power to fully operate the Trentwood facility indqane, Washington as well as approximately 409%h@fcombined capacity of the Compagy’
former Mead and Tacoma aluminum smelting operatiahsch had been curtailed since the last halfGff® BPA filed a proof of claim for
approximately $75.0 in connection with the contrag¢ction. In June 2006, the Bankruptcy Court apped an agreement between the
Company and BPA which resolved the claim by granBfA an unsecured pre-petition claim totaling appnately $6.1 {.e., $5.0 in
addition to $1.1 of previously accrued pre-petitamtounts payable). The Company recorded acash-charge for the incremental $5.0 am
in the second quarter of 2006. This amount is ohetlin Discontinued operations for the period fréanuary 1, 2006 to July 1, 2006.

During the first quarter of 2006, the Compaageived a $7.5 payment from an insurer in settterocertain residual claims the Company
had in respect of a 2000 incident at its Gramdroyjsiana alumina refinery (which was sold in 200/is amount is included in Discontinued
operations for the period from January 1, 2006itg I, 2006.

23. Income Tax Matters

For the six months ended June 30, 2006, tmnie tax provision for continuing operations in@dda foreign income tax provision of
approximately $7.0. The income tax provision fontimuing operations related primarily to foreigmame taxes. The six months ended
June 30, 2006 include an approximate $1.0 bersdt@ated with a U.S. income tax refund. While@wenpany considered the July 2006
emergence from chapter 11 for purposes of estigatipacts on the effective tax rate, the Compapywisions for income taxes as of
June 30, 2006 did not include any direct impaamfthe Company’s emergence from chapter 11. Suphadts are reflected in periods
following emergence as more fully discussed in Nbte
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24. Employee Benefit and Incentive Plans

The Company and its subsidiaries historicpityvided (a) postretirement health care and ligeiiance benefits to eligible retired employees
and their dependents and (b) pension benefit paggmemetirement plans. Substantially all employleesame eligible for health care and life
insurance benefits if they reached retirement agiéevstill working for the Company or its subsides. The Company did not fund the liability
for these benefits, which were expected to be paidf cash generated by operations. The Compa®yved the right, subject to applicable
collective bargaining agreements, to amend or teateithese benefits. Retirement plans were geperati-contributory for salaried and hou
employees and generally provided for benefits basefbrmulas which considered such items as leafjfervice and earnings during years of
service.

In January 2004, the Company filed motionslite Bankruptcy Court to terminate or substantialbdify postretirement medical
obligations for both salaried and certain hourlyptayees and for the distressed termination of surtistly all domestic hourly pension plans.
The Company subsequently concluded agreementsavaitimmittee appointed in the Company’s reorgarimgtroceedings that represented
salaried employees and with union representathagtsrepresented the vast majority of the Compahngigly employees. The agreements
provided for the termination of existing salarigdidourly postretirement medical benefit plans, tiredtermination of existing hourly pension
plans. Under the agreements, salaried and houitees were provided an opportunity for continuestlinal coverage through COBRA or the
VEBAs and active salaried and hourly employees weogided with an opportunity to participate in aemore replacement pension plans
and/or defined contribution plans. The agreememrt®wpproved by the Bankruptcy Court, but wereetthip certain conditions, including
Bankruptcy Court approval of the Intercompany Agneat.

On June 1, 2004, the Bankruptcy Court entaredrder, subject to certain conditions includiimgif Bankruptcy Court approval of the
Intercompany Agreement, authorizing the Compantgtminate its postretirement medical plans as of Bth 2004 and to make advance
payments to the VEBAs. The Intercompany Agreemexd approved in February 2005 and all other conticigs were met, the Company
determined that the existing postretirement meditzt should be treated as terminated as of Dece8ih@004.

The PBGC assumed responsibility for the Coryifsatfiree largest pension plans, which represethtedast majority of the Company’s net
pension obligation including the Company’s Salafgdployees Retirement Plan (in December 2003)lntaetive Pension Plan (in July 2004)
and the Kaiser Aluminum Pension Plan (in Septer@bén), collectively referred to as the TerminatézhB (see Note 14).

Cash Flow and Charges.

Domestic Plans—Buring the first three years of the chapter 11 peslings, the Company did not make any further agmit contributions
to any of its domestic pension plans.

Prior to the Effective Date, the Company adrieemake the following contributions to the VEBAS:

a) an amount not to exceed $36.0 payable @rgance from the chapter 11 proceedings so lotigega€ompany’s liquidity (i.e., cash
plus borrowing availability) was at least $50.Ceaftonsidering such payments; and

b) advances of $3.1 in June 2004 and $1.9perth thereafter until the Company emerged fronctiepter 11 proceedings. Any
advances made pursuant to such agreement constituéglit toward the $36.0 maximum contribution dpen emergence.

In October 2004, the Company entered intoraeralment to the USW agreement (see Note 25) tapayglditional $1.0 to the VEBAs in
excess of the originally agreed $36.0 contributiescribed above, which amount was paid in Marctb20@der the terms of the amended
agreement, the Company was required to continugale the monthly VEBA contributions as long agihained in chapter 11, even if the
sum of such monthly payments exceeded the $37.thmax amount discussed above. The monthly amoundsdesing the chapter 11 proce
in excess of the $37.0 limit were to offset futuagiable contribution requirements after emergeite.
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amended agreement was approved by the Bankruptest fbd-ebruary 2005. VEBA-related payments prthe Effective Date totaled
approximately $49.7. As a result, $12.7 was avhelédthe Company to offset future VEBA contribunsoof the Successor at the Effective

Date.

Total charges associated with the VEBAs in@pfior to the Effective Date were $11.4.

Key Employee Retention Plardader the Key Employee Retention Plan (“KERP”), @med by the Bankruptcy Court in September 2002,

financial incentives were provided to retain certeey employees during the chapter 11 proceediftygs KERP included six key elements: a
retention plan, a severance plan, a change inagitin, a completion incentive plan, the contimuafor certain participants of an existing
supplemental executive retirement plan (“SERP”) ahaing-term incentive plan. Under the KERP:

Pursuant to the retention plan, retention paymeete paid between September 2002 and March 31, 20@épt that 50% of tt
amounts payable to certain senior officers weralvégtd until the Compar's emergence from chapter 11 proceedi

The severance and change in control plans géyneralided for severance payments of between minaths and three years of salary
and certain benefits, depending on the facts amdmistances and the level of employee invol

The completion incentive plan lapsed without anyants being due

The SERP generally provided additional non-gieipension benefits for certain active employadblatime that the KERP was
approved, who would suffer a loss of benefits basethe Internal Revenue Code of 1986 limitatiaaslong as such employees were
not subsequently terminated for cause or volunytéeiiminated their employment prior to reachingrthetirement age. The
Successor’s Board of Directors terminated the SERPfunded payments totaling $2.3. Such amountsbaed fully accrued by the
Predecessor and were included in the Succ's opening balance she

The lon¢-term incentive plan generally provided for inceatawards to key employees based on an annualezhsttion target
Payment of such long-term incentive awards genevadire made: (a) 50% upon emergence and (b) 50%earefrom the date the
Debtors emerged from the chapter 11 proceedinggsroximately $3.4 which was previously accrued by Fredecessor at
December 31, 2006 in respect of the KERP -term incentive plan was paid in 2007 by the Suawe

Foreign Plans—Contributions to foreign pension plans (excludihgge that are considered part of discontinued tipas) were nominal.

25. Commitments and Contingencies

Impact of Reorganization Proceedin@siring the chapter 11 proceedings, substantiallpexiding litigation, except certain environmental

claims and litigation, against the Debtors wasetiaysenerally, claims against a Debtor arising feations or omissions prior to its Filing D
were resolved pursuant to the Plan.

Environmental Contingencieshe Company and one of its subsidiaries were stifijeet number of environmental laws and regulatiéms

fines or penalties assessed for alleged breachée ehvironmental laws and regulations, and tondand litigation based upon such laws and
regulations. The Company was also subject to a euwiclaims under the Comprehensive Environmerégponse, Compensation and
Liability Act of 1980, as amended by the Superfémendments Reauthorization Act of 1986 (“CERCLAdn, along with certain other
entities, was named as a potentially responsibfy fiar remedial costs at certain third-party siisged on the National Priorities List under
CERCLA.

Based on the Company’s evaluation of theseo#imel environmental matters, the Company estadistn environmental accrual, primarily
related to potential solid waste disposal andawil ground water remediation
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matters. The following table presents the changesich accruals, which are primarily included imgeerm liabilities, for the period from
January 1, 2006 to July 1, 2006:

January 1, 200¢
to

July 1, 2006
Balance at beginning of peri $ 46.5
Additional accruals 3
Less expenditure (7.0
Less amounts resolved in connection with the | (29.9
Balance at end of peric $ 10.4
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2008

Net sales

Costs of products sold (
Operating income (los:
Net income (loss
Earnings per sha— Basic:
Net income (loss) per sha

Earnings per sha— Diluted:

Net income (loss) per sha
Common stock market pric
High

Low

2007

Net sales

Costs of products so
Operating incom

Net income

Earnings per sha— Basic:
Net income per shal

Earnings per sha— Diluted:

Net income per shal
Common stock market pric
High

Low

KAISER ALUMINUM CORPORATION AND SUBSIDIARY COMPANIE S
QUARTERLY FINANCIAL DATA (Unaudited)

Quarter Ended

Quarter Ended

Quarter Ended

Quarter Ended

March 31 June 30 September 3C December 31
$399.( $413.t $369.2 $326.t
308.t 352.( 383.7 468.¢
68.1 38.C (36.5) (160.6)
39.1 22.€ (22.2) (108.9)
1.9¢ 1.14 (1.12) (5.5€)
1.92 1.1z2 (1.13) (5.56)
79.84 76.4¢ 55.4¢ 43.0(
56.67 53.2¢ 41.8¢ 15.01
$392.2 $385.1 $366. $ 360.f
337.1 314.( 303.: 296.7
32.2 62.7 44.C 43.C
17.1 34.7 24.¢ 24.4
.86 1.75 1.24 1.22
.85 1.71 1.22 1.2C
78.0C 89.2¢ 79.9¢ 80.7¢
57.0C 70.0¢ 52.7¢ 65.8¢

(1) Costs of products sold for the quarter ended Deeerdb, 2008 includes lower of cost or market ineentvrite-down of $65.5
Impairment of investment in Anglesey of $37.8 arebfRucturing costs and other charges of ¢
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Item 9. Changes in and Disagreements with Accountants orcéunting and Financial Disclosure
None.
Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedufd% maintain disclosure controls and proceduresatetiesigned to ensure that
information required to be disclosed in our reparider the Securities Exchange Act of 1934 is peed, recorded, summarized and reported
within the time periods specified in the Securii@sl Exchange Commission’s rules and forms andstiet information is accumulated and
communicated to management, including the prinapakutive officer and principal financial officeo, allow for timely decisions regarding
required disclosure. In designing and evaluatirgdisclosure controls and procedures, managemergmees that any controls and
procedures, no matter how well designed and opsrasa provide only reasonable assurance of actyetie desired control objectives, and
management is required to apply its judgment inu&tang the cost-benefit relationship of possildatcols and procedures. An evaluation of
the effectiveness of the design and operation ofimelosure controls and procedures was perforaseaf the end of the period covered by this
Report under the supervision of and with the pigrditton of our management, including the principetcutive officer and principal financial
officer. Based on that evaluation, our principat@xtive officer and principal financial officer adnded that our disclosure controls and
procedures were effective as of December 31, 200&aeasonable assurance level.

Management’s Annual Report on Internal Control Ograncial ReportingOur management’s report on internal control ovearicial
reporting is included in Item 8. “Financial Staterteeand Supplementary Data” and is incorporatedihdxy reference.

Changes in Internal Controls Over Financial RepogtiWe had no changes in our internal control overfaia reporting during our most
recently completed fiscal quarter that have matgrifected, or are reasonably likely to matesiaffect, our internal control over financial
reporting.

Item 9B. Other Information
None.
PART IlI
Item 10. Directors, Executive Officers and Corporate Governe

The information called for by this item is $atth under the captions “Executive Officers,” tosals Requiring Your Vote — Proposal for
Election of Directors,” “Section 16(a) BeneficialM@ership Reporting Compliance” and “Corporate Gaaece”in our proxy statement for tt
2009 annual meeting of stockholders.

Item 11. Executive Compensation

The information called for by this item is éetth under the captions “Executive Compensatiébjfector Compensation” and “Corporate
Governance — Board Committees — Compensation Caenit- Compensation Committee Interlocks and Indideticipation” in our proxy
statement for the 2009 annual meeting of stockislde

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

The information required by this item is inporated by reference to the information includedarrthe captions “Equity Compensation Plan
Information” and “Principal Stockholders and Managat Ownership” in our proxy statement for the 2@88ual meeting of stockholders.
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Item 13. Certain Relationships and Related Transactions, abitector Independence

The information required by this item is ingorated by reference to the information includedarrthe captions “Certain Relationships and
Related Transactions” and “Corporate Governanceirecidr Independence” in our proxy statement fer2009 annual meeting of
stockholders.

Item 14. Principal Accountant Fees and Services

The information required by this item is inporated by reference to the information includedarrthe caption “Independent Public
Accountants” in our proxy statement for the 2008wl meeting of stockholders.

PART IV
Item 15. Exhibits and Financial Statement Schedules
Page
1. Financial Statemen
Managemer's Report on the Financial Statements and Internatr@l Over Financial Reportir 68
Report of Independent Registered Public Accourfiimg on the Consolidated Financial Statemt 69
Report of Independent Registered Public Accourfimg on Internal Control Over Financial Reporti 70
Consolidated Balance She: 71
Statements of Consolidated Income (Lc 72
Statements of Consolidated Stockhol’ Equity and Comprehensive Income (Lo 73
Statements of Consolidated Cash Fl¢ 76
Notes to Consolidated Financial Stateme 77
Quarterly Financial Data (Unaudite 126

2. Financial Statement Schedu

All schedules are omitted because they aheeihapplicable or the required information islimted in the Consolidated Financial
Statements or the Notes thereto included in IteffiBancial Statements and Supplementary Data”aaadncorporated herein by reference.

3. Exhibits
Reference is made to the Index of Exhibits edrately preceding the exhibits hereto (beginningrage 130), which index is incorporated
herein by reference.
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Neal West!

/s/ Carolyn Bartholomey

Senior Vice President and Ch Date: February 18, 20

Financial Officer
(Principal Financial Officer

Vice President and Chi
Accounting Officer

(Principal Accounting Officer

Date:

February 18, 20

Carolyn Bartholomev Director Date: February 18, 20
Carl B. Franke Director Date: February 18, 20
/s/ Teresa A. Hop Director Date: February 18, 20
Teresa A. Hopj
William F. Murdy Director Date: February 18, 20
/s/ Alfred E. Osborne, Jr., Ph. Director Date: February 18, 20
Alfred E. Osborne, Jr., Ph.l
/s| Georganne Proct Director Date: February 18, 20
Georganne Proctc
Jack Quinr Director Date: February 18, 20
/sl Thomas M. Van Leeuwe Director Date: February 18, 20
Thomas M. Van Leeuwe
/s/ Brett E. Wilcox Director Date: February 18, 20

Brett E. Wilcox

129




Exhibit
Number

INDEX OF EXHIBITS

Description

2.1

2.2

2.6

2.7

2.8

2.1C

2.11

2.1z

2.1%

2.14

2.1%

Third Amended Joint Plan of Liquidation for Alpddamaica Inc.“AJI") and Kaiser Jamaica Corporatic*KJC"), dated
February 25, 2005 (incorporated by reference talix®9.1 to the Annual Report on Form 10-K for theriod ended
December 31, 2004, filed by the Company on March2805, File No. -9447).

Modification to the Third Amended Joint Plan of Lidation for AJl and KJC, dated April 7, 2005 (impgorated by reference
to Exhibit 2.2 to the Current Report Fori-K, filed by the Company on December 23, 2005, Rite 1-9447).

Second Modification to the Third Amended Joint Rédéhiquidation for AJl and KJC, dated November 2005 (incorporate
by reference to Exhibit 2.3 to the Current Repantnf ¢-K, filed by the Company on December 23, 2005, Rite 1-9447).

Third Modification to the Third Amended Joint PlafLiquidation for AJl and KJC, dated December 2905 (incorporate
by reference to Exhibit 2.4 to the Current Repantnf &-K, filed by the Company on December 23, 2005, Rite 1-9447).

Third Amended Joint Plan of Liquidation for Kaigdumina Australia Corporatior*KAAC") and Kaiser Financ
Corporation (“KFC"), dated February 25, 2005 (imparated by reference to Exhibit 99.3 to the AnrR@port on Form 10-K
for the period ended December 31, 2004, filed ley@Gompany on March 31, 2005, File N-9447).

Modification to the Third Amended Joint Plan of Lidation for KAAC and KFC, dated April 7, 2005 (orporated by
reference to Exhibit 2.6 to the Current Report omi-¢-K, filed by the Company on December 23, 2005, Rite 1-9447).

Second Modification to the Third Amended Joint Rédhiquidation for KAAC and KFC, dated November, 2005
(incorporated by reference to Exhibit 2.7 to ther€at Report on Form &; filed by the Company on December 23, 2005,
No. 1-9447).

Third Modification to the Third Amended Joint PlahLiquidation for KAAC and KFC, dated December 2905
(incorporated by reference to Exhibit 2.8 to ther€at Report on Form &; filed by the Company on December 23, 2005,
No. 1-9447)

Second Amended Joint Plan of Reorganization foQtbpany, KACC and Certain of Their Debtor Affikast dated as of
September 7, 2005 (incorporated by reference tabix39.2 to the Current Report on Form 8-K, filegthe Company on
September 13, 2005, File N¢-9447).

Modifications to the Second Amended Joint Plan @biganization for the Company, KACC and Certaiifloéir Debtor
Affiliates Pursuant to Stipulation and Agreed Orlletween Insurers, Debtors, Committee and Futuped3entatives
(incorporated by reference to Exhibit 2.2 to ther€at Report on Form 8-K, filed by the Company @bfuary 7, 2006, File
No. 1-9447).

Modification to the Second Amended Joint Plan obiganization for the Company, KACC and Certain béif Debtor
Affiliates, dated as of November 22, 2005 (incogted by reference to Exhibit 2.3 to the Currentd®epn Form 8-K, filed
by the Company on February 7, 2006, File N-9447).

Third Modification to the Second Amended Joint RiéfiReorganization for the Company, KACC and CertsiTheir Debtol
Affiliates, dated as of December 16, 2005 (incoaped by reference to Exhibit 2.4 to the Currentdepn Form 8K, filed by
the Company on February 7, 2006, File N-9447).

Order Confirming the Second Amended Joint Planedrganization of the Company, KACC and Certain loéif Debtor
Affiliates (incorporated by reference to Exhibis2o the Current Report on Form 8-K, filed by then@pany on February 7,
2006, File No. -9447).

Order Affirming the Confirmation Order of the SedoAmended Joint Plan of Reorganization of the CamgpKACC and
Certain of Their Debtor Affiliates, as modified ¢orporated by reference to Exhibit 2.6 to the Regfion Statement on
Form &A, filed by the Company on July 6, 2006, File N-9447).

Special Procedures for Distributions on AccounoRB Claim, as agreed by the National Labor Rel&iBoard, the United
Steel, Paper and Forestry, Rubber, Manufacturingrdy, Allied Industrial and Service Workers Intational Union, AFL-
CIlO, CLC (formerly known as the United Steelworkef®America, AFL-CIO, CLC) (the “USW”) and the Compy pursuant
to Section 7.8e of the Second Amended Joint Pld&eofganization of the Company, KACC and Certaifledir Debtor
Affiliates, as modified (incorporated by refererioeExhibit 2.7 to the Registration Statement omi8rA, filed by the
Company on July 6, 2006, File No. (-52105).
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Exhibit
Number

Description

3.1

3.2

3.3

10.1

10.z

10.c

10.4

**10.5

**10.6

**10.7

**10.8

**10.9

**10.10

**10.11

**10.12

**10.13

**10.14

Amended and Restated Certificate of Incorporatiothe Company (incorporated by reference to Exttitto the
Registration Statement on Forr-A, filed by the Company on July 6, 2006, File NO6C-52105).

Certificate of Amendment to Amended and Restatetifi€ate of Incorporation of the Company (incorpted by reference
Exhibit 3.2 to the Quarterly Report on Forn-Q, filed by the Company on August 7, 2008, File B@(-52105).

Amended and Restated Bylaws of the Company (incatpd by reference to Exhibit 3.2 to the Registratatement o
Form ¢-A, filed by the Company on July 6, 2006, File N6C-52105).

Senior Secured Revolving Credit Agreement, dateaf daly 6, 2006, among the Company, Kaiser Aluminavestment:
Company, Kaiser Aluminum Fabricated Products, LLICAFP”), Kaiser Aluminum International, Inc., cetafinancial
institutions from time to time thereto, as lend&r®,. Morgan Securities, Inc., The CIT Group/Busin€redit, Inc. and
JPMorgan Chase Bank, N.A., as administrative afiecdrporated by reference to Exhibit 10.1 to theré€nt Report on Form
8-K, filed by the Company on July 6, 2006, File NO6C-52105).

First Amendment to Senior Secured Revolving CrAditeement, Consent and Facility Increase, datexf Becember 10,
2007 (incorporated by reference to Exhibit 10.1he Current Report on Form 8-K, filed by the Compan December 13,
2007, File No. 00-52105) .

Second Amendment to Senior Secured Revolving Clagtitement, Consent and Facility Increase, datex danuary 9, 20(
(incorporated by reference to Exhibit 10.1 to therént Report on Form 8-K, filed by the CompanyJanuary 15, 2009, File
No. 00(-52105) .

Term Loan and Guaranty Agreement, dated as ofGlulY)06, among KAFP, the Company and certain ictisabsidiaries of
the Company listed as ‘Guarantors’ thereto, ceffiaBncial institutions from time to time party te¢o, as lenders, J.P.
Morgan Securities, Inc., JPMorgan Chase Bank, Nag.administrative agent, and Wilmington Trust Camp as collateral
agent (incorporated by reference to Exhibit 10.theoCurrent Report on Formig-filed by the Company on July 6, 2006, |
No. 00(-52105).

Description of 2007 Compensation of Directors (ipavated by reference to Exhibit 10.1 to the CurfReport on Form 8-K,
filed by the Company on June 12, 2007, File N0.-52105).

Summary of the Kaiser Aluminum Fabricated Prod@0@7 Short Term Incentive Plan for Key Managersdiporated by
reference to Exhibit 10.1 to the Current ReporfFomm ¢-K, filed by the Company on April 5, 2007, File N#0(-52105).

Employment Agreement, dated as of July 6, 2006yéen the Company and Jack A. Hockema (incorpotayeeference to
Exhibit 10.5 to the Current Report on For-K, filed by the Company on July 6, 2006, File N6C-52105).

Amendment dated December 31, 2008 to the Employgrgement between Jack A. Hockema and the Company
(incorporated by reference to Exhibit 10.1 to therént Report on Form 8-K, filed by the Companybmtember 31, 2008,
File No. 00(-52105).

Severance Letter between Joseph P. Bellino an@dngpany dated April 16, 2008 (incorporated by refiee to Exhibit 10.
to the Current Report on Forr-K, filed by the Company on April 16, 2008, File Ni(-52105).

Form of Director Indemnification Agreement (incorated by reference to Exhibit 10.8 to the Curresp®t on Form 8-K,
filed by the Company on July 6, 2006, File No. -52105).

Form of Officer Indemnification Agreement (incorpted by reference to Exhibit 10.9 to the Currerid®eon Form 8-K,
filed by the Company on July 6, 2006, File No. -52105).

Form of Director and Officer Indemnification Agreent (incorporated by reference to Exhibit 10.1€h Current Report on
Form &K, filed by the Company on July 6, 2006, File N6C-52105).

Kaiser Aluminum Corporation Amended and Restate@b2Bquity and Performance Incentive Plan (incorfgatdy reference
to Exhibit 10.13 to the Annual Report on Form 10eiKthe period ended December 31, 2007, filed leyGompany on
February 26, 2008

2006 Form of Executive Officer Restricted Stock AadvAgreement (incorporated by reference to ExHibitL2 to the Currer
Report on Form -K, filed by the Company on July 6, 2006, File NO6C-52105).
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Number

Description

**10.15

**10.16

**10.17

10.18

10.19

10.20

**10.21

**10.22

**10.23

**10.24

**10.25

2007 Form of No-Employee Director Restricted Stock Award Agreemnfemtorporated by reference to the Current Repol
Form &K, filed by the Company on June 12, 2007, File B@(-52105).

Kaiser Aluminum Fabricated Products Restoratiom Rilacorporated by reference to Exhibit 10.14 ® @urrent Report o
Form &K, filed by the Company on July 6, 2006, File NOC-52105).

Amendment to the Kaiser Aluminum Fabricated ProsliRestoration Plan (incorporated by reference tuitiix10.4 to the
Current Report on Formr-K, filed by the Company on December 31, 2008, Rite 00(-52105).

Stock Transfer Restriction Agreement, dated asilyfd, 2006, between the Company and National B#yk, in its capacit
as the trustee for the trust that provides bengditsertain eligible retirees of Kaiser Aluminum@hemical Corporation
represented by the USW, the International UnionteédnAutomobile, Aerospace and Agricultural Implerh@/orkers of
America and its Local 1186, the International Asatien of Machinists and Aerospace Workers, thermtional Chemical
Workers Union Council of the United Food and Comeia@iWorkers, and the Paper, Allied-Industrial, @heal and Energy
Workers International Union, AFL-CIO, CLC and thsirrviving spouses and eligible dependents (thedUWEBA”)
(incorporated by reference to Exhibit 4.1 to thgiRation Statement on Form 8-A, filed by the Camypon July 6, 2006,
File No. 00(-52105).

Registration Rights Agreement, dated as of JuB0B6, between the Company and the Union VEBA aadther parties
thereto (incorporated by reference to Exhibit 4.2 Registration Statement on Form 8-A, filedtsy Company on July 6,
2006, File No. 00-52105).

Director Designation Agreement, dated as of JulR0®6, between the Company and the USW (incorpdiaeeference t
Exhibit 4.3 to the Registration Statement on Fo-A, filed by the Company on July 6, 2006, File N60-52105).

Form of Change in Control Severance AgreementdbnBarneson (incorporated by reference to ExAidi82 to the Annue
Report on Form 10-K for the period ended Decemhe802, filed by the Company on March 31, 2003,
File No. 1-9447).

Form of Change in Control Severance AgreementdbnM. Donnan, Daniel J. Rinkenberger and Jamé4dA.uliffe
(incorporated by reference to Exhibit 10.33 toAmmual Report on Form 10-K for the period ended émwelber 31, 2002, filed
by the Company on March 31, 2003, File N-9447).

Description of Lon-Term Incentive Plan (incorporated by referencexbilit 10.21 to the Annual Report on Form-K for
the period ended December 31, 2004, filed by thag@my on March 31, 2005, File Nc-9447).

Form of Amendment to the Change in Control Seveakgreement with John Barneson, John M. DonnanjdDar
Rinkenberger, and James E. McAuliffe (incorpordigdeference to Exhibit 10.2 to the Current ReporfForm 8-K, filed by
the Company on December 31, 2008, File N0-52105).

2007 Form of Executive Officer Restricted Stock AdvAgreement (incorporated by reference to ExHibie to the Current
Report on Form -K, filed by the Company on April 5, 2007, File Na0(-52105).
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Exhibit

Number Description

**10.26 2007 Form of Executive Officer Option Rights Awakdreement (incorporated by reference to ExhibiB10.the Curren
Report on Form-K, filed by the Company on April 5, 2007, File NaD(-52105).

**10.27 Amendment dated December 31, 2008 to the agreeraeidsncing awards granted to Messrs. Jack A. Hoekdohr
Barneson, John M. Donnan, Daniel J. RinkenbergdiJames E. McAuliffe prior to 2008 under the Comyps2006 Equity
and Performance Incentive Plan (incorporated bgregfce to Exhibit 10.3 to the Current Report om#8¢K, filed by the
Company on December 31, 2008, File No.-52105).

**10.28 Summary of the Kaiser Aluminum Fabricated Prod@088 Shoi-Term Incentive Plan for Key Managers (incorporaig
reference to Exhibit 10.1 to the Current ReporFomm &K, filed by the Company on March 4, 2008, File 96(-52105).

**10.29 2008 Form of Executive Officer Restricted Stock AdvAgreement (incorporated by reference to ExHibi to the Currer
Report on Form-K, filed by the Company on March 4, 2008, File 96(-52105).

**10.30 2008 Form of Executive Officer Performance Shareswl Agreement (incorporated by reference to ExHiBi3 to the
Current Report on Formr-K, filed by the Company on March 4, 2008, File 96(-52105).

**10.31 Kaiser Aluminum Corporation 20(— 2010 Lon¢Term Incentive Program Summary of Management Objestand Formul
for Determining Performance Shares Earned (incatedrby reference to Exhibit 10.4 to the Currempd®eon Form 8-K,
filed by the Company on March 4, 2008, File No.-52105).

**10.32 2008 Form of Non-Employee Director Restricted Stdekard Agreement (incorporated by reference to kitHi0.2 to the
Quarterly Report on Form -Q, filed by the Company on August 7, 2008, File R@(-52105).

*21 Significant Subsidiaries of Kaiser Aluminum Corpiioa.

*23.1 Consent of Independent Registered Public Accouriing.

*31.1 Certification of Jack A. Hockema pursuant to Set802 of the Sarban-Oxley Act of 2002

*31.2 Certification of Daniel J. Rinkenberger pursuanSextion 302 of the Sarbar-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 Daniel J. Rinkenberger pursuanextion 906 of the Sarbar-Oxley Act of 2002

* Filed herewith
**  Management contract or compensatory plan or arraagerequired to be filed as an exhibit to this AalnReport on Form -K.
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Exhibit 21
SUBSIDIARIES

Listed below are the principal subsidiaried aguity investments of Kaiser Aluminum Corporatithe jurisdiction of their incorporation or
organization, and the names under which such siabigigl do business. The Compaspwnership is indicated for its equity investmeertain
subsidiaries are omitted which, considered in tigregate as a single subsidiary, would not constawsignificant subsidiary.

Place of
Incorporation or
Name Organization
Kaiser Aluminum Investments Compa Delaware
Kaiser Aluminum Fabricated Products, LI Delaware
Kaiser Aluminium International, In Delaware
Kaiser Aluminum & Chemical Corporation, LL Delaware

Anglesey Aluminium Limited (49% United Kingdon




Principal Domestic Operations a
Administrative Office:

Principal Worldwide Operatior

Arizona
Chandlel
Fabricated Produc

California
Foothill Ranct
Corporate Headquarte

Los Angeles (City of Commerc
Fabricated Produc

Ohio
Newark
Fabricated Produc

South Carolin¢
Greenwooc
Fabricated Produc

Canads
Kaiser Aluminum Canada Limited (100¢
Fabricated Produc

France

Kaiser Aluminum France, SAS (100¢
Development and Sal

2

Tennesse
Jacksor
Fabricated Produc

Texas
Shermar
Fabricated Produc

Virginia
Richmonc
Fabricated Produc

Washingtor
Richland
Fabricated Produc

Trentwood
Fabricated Produc

Wales, United Kingdor
Anglesey Aluminum Ltd. (49)°
Primary Aluminun



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inifegion Statement No. 333-135613 on Form S-8uwfreport dated February 18, 2009,
relating to the consolidated financial statemeffitsaiser Aluminum Corporation (which report expressn ungualified opinion and includes
an explanatory paragraphs relating to (i) Kaisem#ihum Corporation emerging from bankruptcy on JjI2006 and (ii) the adoption of
Statement of Financial Accounting Standards No, 1%-air Value Measurement3, and the effectiveness of Kaiser Aluminum Coigtan’s
internal control over financial reporting, appearin this Annual Report on Form 10-K of Kaiser Alutnum Corporation for the year ended
December 31, 2008.

/s/ DELOITTE & TOUCHE LLP

Costa Mesa, California
February, 18, 2009



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-KKafser Aluminum Corporation;

2. Based on my knowledge, this report doescantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial stateisy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant’s other certifying officerdal are responsible for establishing and maintgiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @efined in Exchange Act Rule 13a-15
(fH and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controlspandedures, or caused such disclosure controlpnuegtdures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

b) designed such internal control oveaficial reporting, or caused such internal coravelr financial reporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c) evaluated the effectiveness of thésteant’s disclosure controls and procedures aedeprted in this report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

d) disclosed in this report any changethé registrant’s internal control over finangigborting that occurred during the registrant’s tnos
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohwer financial reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiatuof internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
function):

a) all significant deficiencies and matkweaknesses in the design or operation of iafezantrol over financial reporting which are
reasonably likely to adversely affect the regisisaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not materiagttimvolves management or other employees who aaignificant role in the registrant’s internal
control over financial reporting.

Date: February 18, 2009 /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 KaisemMum Corporation and will be retained
by Kaiser Aluminum Corporation and furnished to 8ecurities and Exchange Commission or its stadhugquest.



Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Daniel J. Rinkenberger, certify that:
1. | have reviewed this report on Form 10-KKafser Aluminum Corporation;

2. Based on my knowledge, this report doescantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial stateisy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant’s other certifying officerdal are responsible for establishing and maintgiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @efined in Exchange Act Rule 13a-15
(fH and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controlspandedures, or caused such disclosure controlpnuegtdures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

b) designed such internal control oveaficial reporting, or caused such internal coravelr financial reporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c) evaluated the effectiveness of thésteant’s disclosure controls and procedures aedeprted in this report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

d) disclosed in this report any changethé registrant’s internal control over finangigborting that occurred during the registrant’s tnos
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohwer financial reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiatuof internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
function):

a) all significant deficiencies and matkweaknesses in the design or operation of iafezantrol over financial reporting which are
reasonably likely to adversely affect the regisisaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not materiagttimvolves management or other employees who aaignificant role in the registrant’s internal
control over financial reporting.

Date: February 18, 2009 /s/ Daniel J. Rinkenberge
Daniel J. Rinkenberge
Principal Financial Officer

A signed original of this written statemenqu&ed by Section 302 has been provided to KaisemMum Corporation and will be retained
by Kaiser Aluminum Corporation and furnished to 8ecurities and Exchange Commission or its stadhugquest.



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 18, 2009

In connection with the Annual Report on FortaKLby Kaiser Aluminum Corporation, a Delaware amation (the “Company”), for the
year ended December 31, 2008 (‘Report”), as filed on the date hereof with the @&@es and Exchange Commission, the undersigraak 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 offickenowledge:

(1) The Report fully complies with thejrgrements of Section 13(a) or 15(d) of the SemmsriExchange Act of 1934 (15 U.S.C. 78m or
780(d)); and

(2) The information contained in the Reairly presents, in all material respects, timaficial condition and results of operations of the
Company as of the dates and for the periods exgueaghe Report.

IN WITNESS WHEREOF, the undersigned has e)aztthis certification as of the date first abovétten.
/sl Jack A. Hockema

Jack A. Hockeme
Chief Executive Officer

A signed original of this written statemenqu&ed by Section 906 has been provided to KaisemMmum Corporation and will be retained
by Kaiser Aluminum Corporation and furnished to 8exurities and Exchange Commission or its stafhugquest.




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 18, 2009

In connection with the Annual Report on FortaKLby Kaiser Aluminum Corporation, a Delaware amation (the “Company”), for the
year ended December 31, 2008 (‘Report”), as filed on the date hereof with the @&ees and Exchange Commission, the undersigned,

Daniel J. Rinkenberger, Principal Financial Offiofithe Company, does hereby certify, pursuan8t®1S.C. 1350 as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, thatuch officer’'s knowledge:

(1) The Report fully complies with thejrgrements of Section 13(a) or 15(d) of the SemmsriExchange Act of 1934 (15 U.S.C. 78m or
780(d)); and

(2) The information contained in the Reairly presents, in all material respects, timaficial condition and results of operations of the
Company as of the dates and for the periods exgueaghe Report.

IN WITNESS WHEREOF, the undersigned has e)aztthis certification as of the date first abovétten.

/s/ Daniel J. Rinkenberge
Daniel J. Rinkenberge
Principal Financial Officer

A signed original of this written statemenqu&ed by Section 906 has been provided to KaisemMmum Corporation and will be retained
by Kaiser Aluminum Corporation and furnished to 8exurities and Exchange Commission or its stafhugquest.




